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PREFACE 

Ihis publication contains the principal documents constituting the Supplement 
cntnlc.l Industrial Developments m Asia and the Far Fast pertaining to the 
Asian Conference on Industrialization1 which was held a; Manila. Philippines 
from 6 to 20 December 1465, under the sponsorship of the Fconom.e 
( i.mmission for Asia and the Far Fast (FC Al I ) v.üh the co-operation of the 
United Nations Centre for Industrial Development. 

The publication consists of four volumes: 

Volume I contains background documentation. 

Volume II  and III contain twenty-one country studies prepared 
by the countries of the region and the secretariat. 

Volume   IV   contains  sectoral   studies   on   the   development  of 
thirteen  key industries in the EC A EL region. 

In the case of translations and in some instances where the English of the 
original papers appeared to need clarification, some paraphrasing has been found 
necessary; explanatory footnotes have been added where deemed necessary or 
helpful to the maintenance of consistency in technical terminology. 

The designations employed and the presentation of the material in this 
publication do not imply the expression of any opinion whatsoever on the part 
of the Secretariat of the United Nations concerning the legal statu.; of any 
country or territory or of its authorities, or concerning the delimitation of the 
frontiers of any country or territory. 

Originally known as the KArK Regional Symposium on Industrialization How 
fh?V." T'A"" 'mP°r,anc!L°f industrialization to .he developing countries ó Asia and 
the Far East the Economic Commission for Asia and the Far East at its wentv-fin 
session in 1965 felt that the proposed symposium should be raised to the level of a con 
ference, thus making it feasible for the governments to send h.gh level offldafs who were 
concerned with both  the  policy and tecLical  aspects  of industrial devetopment in  Their 
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A COUNTRY STUDY ON LAOS 

INTRODUCTION 

The preparation of this country study was made 
possible through the co-operation of the Commis- 
sariat au Plan (plan office), Electricité du Laos (the 
national power authority), the Departments of Public 
Works, Navigation, Civil Aviation, Vocational Instruc- 
tion, the National Bank, the Credit National (national 
loan bank), Statistics, Taxation and External Finance, 
and also through the help of experts attached to the 
economic and financial departments and the heads of 
certain industrial concerns who were good enough to 
provide us with some necessary documents and some 
very useful information. 

To the directors of all those departments and to 
the experts and industrialists concerned, we wish to 
express our sincerest thanks. 

I.    PLANNING AND PROGRAMMING FOR 
INDUSTRIALIZATION 

a. Iriaf history of industrial planning 

The first economic and social development plan 
for Laos was drawn up in 1952 and approved by the 
National Assembly on 8 May 1953, but the condi- 
tions of unrest and political difficulties in the succeed- 
ing years prevented the plan from being put into effect. 

In recent years, therefore, work has been based 
entirely on annual programmes drawn up for the main 
sectors of government activity. 

The above-mentioned plan was taken up again, 
revised and promulgated by Royal Ordinance on 
19 March 1959 as the kingdom's five-year plan, to be 
implemented over the period 1 July 1959 to 30 June 
1964. However, owing to budgetary limitations and 
lack of external assistance, the revised plan has only 
been partially implemented in such basic sectors as 
agriculture, education and public health. To rectify 
this state of affairs the Ministry of Planning and Co- 
operation has worked out a biennial plan (1966-67) 
which envisages development of small- and medium- 
scale enterprises producing cement, plywood, and 
sugar and providing slaughter-house and river transport 
services. Unlike the five-year plan, which was based 
mainly on foreign aid, this biennial plan has been con- 
ceived within the limitations of the country's financial 
capabilities. 

b. Machint/y for planning 

In Laos, the Commissariat au Plan is the depart- 

ment concerned with planning. It is made up of the 
following branches: 

The Bureau of Economic and Technical Studies, 
The Bureau of Foreign Aid. 
The Commissariat au Plan is also assisted by a 

standing executive committee for the plan, which in- 
cludes representatives from all the government depart- 
ments concerned with the plan programmes, and a 
commission of mines and industry. These bodies arc 
both presided over by the head of the Commissariat 
au Plan. 

The Commissariat au Plan plays the role of na- 
tional co-ordinator. It works in close collaboration 
with all the departments responsible for promoting the 
economic and social development of the country. 

When the action programmes have been studied 
by the departments concerned, they are submitted for 
consideration either by the standing executive com- 
mittee (for programmes whose implementation will 
involve one department in particular) or by the Com- 
mission of Mines and Industry (for new industrial 
enterprises whether or not applying for the special 
advantages provided for in the regulations). 

When the standing committee has made its com- 
ments, the Commissariat au Plan prepares a motivated 
report on each item for approval by the Senior Plan 
Commiteee of the Government. 

II.    INDUSTRIAL  POTENTIAL 

a.    Industrial feasibility surveys 

Industrial feasibility surveys have been made in 
some detail for certain industries and for certain re- 
gions of the country, and the position is summarized 
below. 

1.    Building materials 
(a) Binding materials. The reserves of raw 

materials for the manufacture of lime, cement and 
plaster may be regarded as inexhaustible, in view of 
the size of the known deposits. These industries are, 
however, dependent on sources of fuel. It is therefore 
intended to use firewood for lime and charcoal for 
cement until such time as prospecting reveals sufficient 
coal to supply these industries. 

(b) Clay products. The deposits of clay are 
sufficiently large so that, once the feasibility of using 
coal has been established, it will be possible to install 
a modern factory for the production of the following 
items: 

1 



solid, wire-cut bricks, 
large hollow bricks, 
hollow bricks and hollow gauged bricks of various 

sizes, 
all corresponding special products 
tiles. 
A factory of this nature will have to satisfy the 

n.cds of the building industry in the country and pro- 
vide  or some exports to neighbouring territories 

(c)    Cement-based materiah.   Studies have been 
made w..h a view to modernizing the factories produc- 
hh    7,h:£0nders' P'P« of irions sizes and cement 

slabs.   At the moment, these factories use only ball 
presses, wh.ch produce goods of mediocre quality 

2. Agricultural and food industries 
The production of certain consumer goods appears 

necessary in view of the local demand and the existence 
ot al or part of the raw material or the possibility of 
developing production. Cotton ginning, spinning, and 
weaving come into this category. The country's pre- 
sent requirements are estimated at 2,500 tons of cotton 
yarn and 200.000 100-metre pieces of cotton fabric 
These figures will increase with the growth in purchas- 
ing power of the population. 

Other production units in this category are- 
a brewery   to cover domestic requirements and 

provide  some  for  export to  neighbouring 
territories; 6 

a pineapple juice and preserved fruit plant- 
oil works (groundnut, sunflower, cottonseed). 

3.    Forest-based Industries 
Peeling of veneers.    The abundance of suitable 

ree spec.es for the peeling of veneers and the size of 
he   international  market   arc   factors   which   would 

favour the setting up of such an industry, based largely 
on exports but at the same time meeting the increasing 
needs of the domestic  market   (furniture, structural 
work, packing cases, and so on). 

•.« ?f ' •! establishment of a paper industry 
.ornes into cons.deration in view of the abundance and 
high quality (bamboo) of the raw material available 

loríd^nH ? La0S antVhe StCady «row,h in ^e 
t
W

h
rlldm

k
ad for P,aPer and pulp, and is favoured by 

^availability of electric power and the presence of 

b.    RatourcM survey 

The preparation of a resources survey has been 
aproached in the same way as industrial feas'bïy suc- 

tion h J    W°/kuhaS n0t yet bcen carried to comple- 
ountrt    H

6
 °f thc- inade1uate °*ans and the lack of 

„,n ?     e SeCUnty-   The resources •y be divided 

£usSloardÍng t0 tyPC   and «"«WS 
1.    Mineral resources 

(a)   Fuel.    The search for possible source« of 
energy „ a task of the greatest &* SïïSÇ ?n 

INDUSTRWI^VaOPMENTS  IN AStA AND THE  PAR EAS1 

terms  of prorpecting and   subsequently »Ttcrms of 
harnessing the resources found. 

notcd^r6^'0 C°;11' ,hc Pmmisin« ¡-^¡cations noted ,n the regions of north Vientiane and north 
Saravane suggest that exploration work should be 
concentrated on these two basins, especially since there 
is reason to hope that mining might be started there 
within one to two years. 

The indications of petroleum still have to be 

si!', ih ana!ySed bul' aCCOrdin* ,0 Preliminary 
fâUvoûïb.éhe  gCOl0gy  °f   the  SCdimC'"^   *»•»•   í 

(b) Ores. Ores provide the most likely means 
of obtaining rapidly a source of national revenue Ex- 
porat.ons for tin, lead, copper, gold, molybdenum and 
silver ores ,n decreasing order of importance, should 
therefore be carried out, taking the known occurrences 
into account. 

(c) Non-metallic minerals.    The resources of 
nZ   u l'ci

m,nfrals are capable of satisfying local 
needs  both for d.rect use and for various processing 
.ndustnes.    The minerals in question are salt, phos 
phates gypsum, limestone, clays, kaolin and mica 

Xí.HÍK     
h0n °reS-    A surface exploration of the 

X.engkhouange area  (north-east) made in  1959/60 

ZZtJT large dep0SkS °f imn ore' wh¡ch were confirmed by aeromagnetic surveying.    Less important 
deposits have also been discovered at numerous other 

2.    Agricultural resources 
Being an essentially agricultural country, Laos has 

great potentialities in agriculture.   With the situation 
as it is at present, however, the Laotian economy is 
still one of subitanee, in spite of the fact that the 

ePxnora 'oí  V° ?Z "?' runÜ-    APart from s°• expor    of coffee and a little cotton, the products of 
agriculture are consumed locally. 

In the first place, the cultivation of crops for ex- 
port is not a profitable activity, because of the archaic 
mplements used and the high cost of labour.   If food 

no dÓubí h?? t0 be r°dUCed- the Pcasants w°"'d 
no doub   be encouraged to intensify their production 
A typical example is provided by tobacco, which was 

SuÄS" W¡dC'y bcf°- <he  instate cigarette factories as it is now. 

takenCuUniV^°n °f "* f°ï°Win8 CroPs could easily be 
¡vers ÏJTK- i3'' Stre,tCheS °f very fertile 'and (by nvers or on high ground), to supply the food industri 

or manufacturing industries: "* 
sugar-cane 
oilseeds (groundnuts, sunflower) 
pineapples 
root crops (cassava, sweet potato) 
soya, cowpeas (green, black) 
warm-ctoate and temperate-climate vegetables 

jute 
roselle (kenaf) 
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This section on agricultural resources should 
include livestock products, the most important of 
which, bovine and buffalo skins, provide the raw 
material for the tanning industry. Up until now, these 
skins have just been given a brief arsenic treatment 
prior to export. Slaughterhouse by-products also 
form a useful source of raw material for another pro- 
cessing industry. 

3. Forest resources 
It is estimated that about 60 per cent of the 

country (230,000 km2) is covered by forests. These 
forests vary in nature from wooden savanna of no 
great economic potential to dense forest. It may be 
said that 25 per cent of the total area offers some 
economic potential. 

The following figures for average annual produc- 
tion of wood give an idea of the importance of forest 
resources in Laos: 

lumber            72,500 m3 

firewood          80,000 m' 
wood charcoal            30,000 m3 

rough timber        130,000 ma 

4. Water resources 
The studies and survey work carried out by the 

experts of the Japanese nìission in !961 on all the 
main tributaries of the Mekong showed that, of the 
four riparian countries (Cambodia, Laos, Thailand and 
Viet-Nam), Laos possessed tributaries with the highest 
energy potential, as is shown in table 1. 

TABLE 1.   HYDRO-ELECTRIC POWER POTENTIAL IN MEKONG 
RIPARIAN COUNTRIES 

Pak sé 

Total 

Se Bung Hieng 
Se  Done 
Se Kong 

800,00(1 

5,300,000 

4,110 

^2.680 

Potential 
Potential 

y umber of in stalled 
Mekong capacity production Percentage 

Country tri butariei (Km ÍIO'KWh) o/ total 
con iidr red 

Cambodia 15 970,000 5,728 12.0 
Laos 12 5,300,000 32,680 69.5 
Thailand 10 370,000 2,112 4.5 
Viet-Nam 2 1,000,000 6,550 14.0 

Total 7,640,000 47,070 100.0 

Table 2 shows the distribution of the twelve 
Mekong tributaries in Laos and the power potential by 
regions. 

TABLE 2.   DISTRIBUTION OF HYDRO-ELECTRIC POWER 
POTENTIAL BY REGIONS 

Poltrititi Potential 
installed annual pro- 

Rffio» River rw (lVK*'k) 

Luang Prabang Nam Tha 
Nam Ou 1,500,000 9,820 
Nam Seuang 
Nam Khan 

Vientiane Nam Ngum 
Nam Sane 900,000 6,800 
Nam Nhiep 

Thakhek- Nam Theun 
Savannakhet Nam Se Bangfay 2,100,000 11,950 

5.    Human resources 
The population of Laos is estimated at 2,400,000 

inhabitants. The people arc engaged mainly in 
agriculture, apart from those in government or military 
service. Almost 90 per cent of the population lives 
on a subsistance economy, trading being very limited 
and generally taking the form of barter exchanges. 

There is no unemployment in Laos, and it will 
remain so as long as a large proportion of the active 
work force renains mobilized. When conditions re- 
turn to normal in the country this work force will con- 
stitute a very important reserve for the economic sec- 
tors, especially for industry and handicrafts. 

c.     Infrastructure 
1.    Transport 

In this section, we shall deal only briefly with 
communication routes, one of the principal factors of 
transport, since accurate information on transport 
means and tonnages is not available. 

(a) Land transportation 
In relation to its size, Laos has a very poorly 

developed road system. The main artery linking the 
chief provincial centres with the capital is Highway 
13, which follows the Mekong from the Cambodian 
border to the royal city of Luang Prabang. It has a 
length of about 1,600 km, half of which is 
usable all the year round. The work in progress is 
being actively pursued to finish a stretch of 100 
kilometres and thus provide an all-weather link be- 
tween the south of the country (Pakse, Savannakhet, 
Thakhek) and Vietiane. 

The authorities concerned have drawn up plans 
to integrate this important road artery of Laos into 
the Asian Highway project by extending it from Luang 
Prabang to the Burmese border, a distance of 370 
kilometres. 

Other main highways already link the chief pro- 
vincial centres of Laos with neighbouring countries, 
crossing Laos in an east-west direction. Highway 7 
(279 kilometres) links Phoukhoune (263 kilometres 
from Vientiane) with Vinh in North Viet-Nam. 
Highway 8 (178 kilometres) runs from Thakhek 
to Tan Ap, also in North Viet-Nam. Highway 9 (240 
kilometres) links Savannakhet with Dong Ha in South 
Viet-Nam, and Highway 10 (40 kilometres) links 
Paksé with Ubol in Thailand. 

Generally speaking, these roads are motorablc 
almost all the year round, but as a result of the condi- 
tions of insecurity, Highways 7, 8 and 9 are used only 
within the zones controlled by the Central Government. 

In addition to these highways, there are a num- 
ber of roads known as National Routes which serve 
to link up the provinces.   Most of these roads are 
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Kong.    For the  1• ,   ü• Penh' and aIs° Hong 

handle JJJl^t K77'  "ï  aÍrP°"  Ca" 
!5s « ^t^zjsrof the 

' ««•*:    a shallow „arrow and ope„ boa, 

'^'^o.v„o,,llNrsiNASIUNI)|Hi   IAREAS| 

and water  aÎIis \ I'   ?* ?Ty * 'le,w,,rk <* roads 

"tv and delay ,Kks (,f mseui- 

•He Aï^r? T '""^ h> 
Wonted with the awku    d n" I''' Af°r"> W''s • 

The problem was. on the oi h H * thc "^ 
air network and the 7•«.„ „ '"^ '° "i1^ ^ 
hand, to alloí for e vëToTd in" ^ 0" ,hc °,h" 
which  the air transir, 'n"easc ,n char«es with 

^ of ever hi r^rP:imCS ^ '° "^ '" 
^vcramen^nd Ve c2tniV','",'/l arriVcd at h-v ,hc 

^'d -es by a fact TS^JS?^""* »h< 
increase,     in    nracti«-i>     ,f,• . ;in enormous 

«"hough limited' ru led 'J /^'T' in rat-' 
air traffic. ' "   a «-""«derable drop in 

-      Electric power 

¡"habitants, four towns S  i s•"n^ W,,h 12()-,M)i) 

•ants   (Luang   Prb"PT. VK°?° '° 30'000 inhabl 

•*éh  and^bou,   "n'smîn    °k-   SaV;innak^'   and 
5.000 inhabitants " ,owns wi,h 2-•0 to 

""•' ^n^'aHot b':gC,y °ne 1 ^•- 
• '¡me. in ,ne n^x, d^ dc c ÍT-^ at ,he P«" 
ment will be concentrate« t'h^        C powcr dcveI"P- 
'oping urban centres ° ,OWns a"d !h' deve- 

(a)  /Vf.yp,fr situation 

^n^S:tr;h^ur^^rba"-'-in- 
is characterized by the il ? Prov«"cial towns, 
duction and dLíbuíon      qUaCy °f 'hc mcans of **- 

mstalled in accordance wSh f^   g °nm and caPacity- 
opportunities arose ^ P°Ssibi,ities a"d as the 

» a ¿fe aSnS o  ^n?anC ¡" »»"^r. there 

*». -ce aataTnSerof8?rdUC,ÍOnfaCÍ,Í- 
medium-power generatine Z, 'fferent   )ow-   and 

coupled together and h? , Cannot in 8cnera' he 
quirements8 Th¿ dtríb, í"^ 'S mSUfficÍenl 'or re- 
-nsufficient extent anïcapS   S'VStCmS   "re   also   of 

(b)  Programme envisaged 
ine   programme   whirh   h-,,    u 

includes: Cfl    hds   bcen   drawn   up 

volls. °f 50 c>'cles a"1 220/380 
<^T1,Osad0p,i„nof,primaryvo|iageo(i5i0o(i 

(»«)  The installation 220/38O Vu.. 
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calculated on the basis of double the power 
requirement expected in 1974, thus allowing 
for   normal   development   over   a   ten-year 
period. 

( iv )   The raising of the installed capacity in each 
town. e¡thcr by rearranging the existing sets 
so   as   ¡o   obtain   homogeneous   production 
facilities in each power station or by provid- 
ing new equipment, 

(c) Studies of implementation and financing 

The draft plan for low- and medium-tension dis- 
tribution  systems  in  the  provinces has already  been 
prepared.    The final studies, the implcmantation and 
the  financing are  being studied in collaboration with 
the Government of the Federal Republic of Germany. 
The studies on installing distribution svstems in Vien- 
tiane have also been completed, and work has started 
Certain pieces of equipment ordered from France are 
on the way. 

As far as production capacity is concerned the 
provincial centres will have the following installed 
capacities by  1970: 

Luang   Prabang:     1,730 kVA, of which   1.080 
kVA will come from the Nam 
Dong dam  (present capacity 
640 kVA), 

Thakhek: :     860   kVA   (present   capacity 
340 kVA), 

Savannakhet      :     2,750 kVA (present capacity 
660 kVA), 

Paksé ;     3,685 kVA, of which  2,280 
kVA   will   come   from   the 
Selabam dam (present capa- 
city 560 kVA), 

Saravanc ;    80 kVA (present capacity 30 
kVA). 

As for the city of Vientiane, the present capacity 
is 4,000 kVA, the capacity to be installed is 8,000 
kVA, and the final capacity will thus be 12,000 kVA. 

The production capacity  at  other new centres 
will be as follows: 

Sayaboury 110 kVA 
Kengkok          : 210 kVA 
Khong Sedone : 90 kVA 
Passac 80 kVA 
Paksong           : no kVA 
Khong 80 kVA 

III.    INDUSTRIAL POLICY 
a.    InvMtmmt lows and reguloHont 

1 Basic legislation and measures taken 
to attract capital 

In Laos, measures are taken to attract capital and 
encourage investment in accordance with the country's 
economic and social development plan. These mea- 
sures are governed by Ordinance-Law No. 134 of 
23   May   1958   and   subsequent  presidential   orders. 

The main features of this Ordinance-Law are des- 
cribed in the following paragraphs. 

Article 1. With effect from 1 November 1957, 
and for a period of ten years, the industrial and 
commercial profits acquired in the Kingdom of Laos 
by enterprises subject to the s.Wem of taxation on 
real profit shall qualify for exemption either from the 
income tax on physical persons or from the tax on 
company profits, as. the case may be. 

Article .?. The exemption mentioned in article 
1 shall be granted subject to the condition that the 
project in question has been submitted for prior con- 
sideration by the government department responsible 
for preparing the economic and social development 
plan of Laos. 

Article 4. The final decision to grant the 
exemption mentioned in article I shall be taken only 
if the project envisaged is carried out within a maxi- 
mum time limit of two years starting from the end 
of the business year during which the profits in ques- 
tion were declared. Otherwise, the profits which had 
been exempted shall be added for taxation purposes 
to the profits of the business year during which the 
two-year time limit mentioned above expired. 

Article 5. Companies formed in Laos within a 
period of two years after 1 November 1957 shall 
benefit from the following tax exemptions, provided 
that the sole purpose of such companies is to set up 
and operate a clearly defined agricultural, industrial 
or mining enterprise, in accordance with the economic 
and social development plan of Laos: 

reduction of the registration fee to 0.25 per cent 
when the instruments describing the constitution 
of the company are registered, 
waiving of the transfer duty applicable to im- 
movable property included in the formation of the 
company's capital. 

Article 6. With effect from I November 1957, 
and for a period of ten years, exemption from 
customs duties may be granted to imports of certain 
agricultural, industrial or mining equipment needed for 
the execution of projects which are clearly defined 
and in accordance with the economic and social deve- 
lopment plan of Laos. 

Article 7. Within the first three months of each 
financial year, the Controller of Direct Taxation of 
the district concerned, the Inspector of Registration 
of the district concerned, and an expert appointed by 
the Minister of Finance on the recommendation of 
the department responsible for drafting the plan, act- 
ing together, shall check the documents and actual 
operations of the investments made by all persons 
benefiting from the exemptions provided for in this 
Ordinance-Law. 

2.    Other pertinent laws and regulations 

(a) Control of capital issue 

There are no laws on this subject. 



(b) Import of capital goods, location of indus- 
trial   enterprises  and  licensing   of   factory 
establishments 

These three subjects arc covered by Presidential 
Order „0   226/PC of the 31  July  1959,  the main 

ra hT °  W        arC deSCribed in the lowing para- 

Article 2.    A Commission of Mines and Indus- 
try shall be set up in the Commissariat au Plan. 

Article   3.    This   Commission   shall   have   the 
following functions: 

to comment  from the technical  and  economic 
points of view on all applications for permission 
to install industries and for mining rights; 
To study the concessions to be granted and the 
obligations to be imposed on industrial and min- 
ing concerns within the framework of the king- 
dom's economic and social development plan; 
to study the legal nature of the concerns men- 
tioned above and, if they include some govern- 
ment participation, to draw up their articles of 
incorporation,  the conditions governing possible 
concessions in the use of public utilities, and all 
other documents in which the  interests  of the 
State are involved; 

to organize the. control and supervision of the 
establ.shment and operation of enterprises set up 
m   accordance   with   the  economic   and   social 

ÍSTAr Plan and enJOyÌng the corresP°nding 
to undertak all studies of a technical and 
economic nature passed to it by the Commissariat 
au Plan, within the framework of the economic 
and social development plan; 

to submit any suggested decisions arising from 

of üAíg m
Tember0smmÌSSÌOn ** * COmpOSed 

The Plan Commissioner 
A representative of the Minister for Economic 

Affairs 

The Director of the Department of Mines or his 
representative 

The Director of Public Works 
The Director of Town Planning 
The Director of the Department of Handicrafts 

and Industry 

The Director of the Agriculture, Livestock and 
Forestry Departments, when the industries 
to   be   considered   directly involve   these 
departments 

The administrative head of the area concerned 
(province or municipality). 

A   representative  of  the  national  Chamber  of 
Commerce 

INDUSTRIAI. DLVE1 OPMENTS IN ASIA AND THE  FAR EAST 

One or more experts from government depart- 
ments or from outside bodies, nominated by the 
Plan Commissioner according to the subjects to 
be discussed 

(c) Control of raw materials 
There arc no laws on this subject. 
(d) Power supply and transportation 
Until 1959. the electric power authority in Laos 

was the Regie Nationale d'Electricité (National Elec- 
tricity Authority). A company called Electricité du 
Laos was then established by Royal Ordinance No 3h 
of 26 January 1959, the main features of which arc 
described in the following paragraphs. 

Article 1. A limited company with government 
and private capital shall be established, having the 
following functions: 

1 

2) 

3) 

4) 

5) 

the installation, expansion and development 
of power production facilities in Laos; 
the installation, expansion and development 
of high-, medium- and low-tension distribu- 
tion networks, both urban and rural; 
the sale of high-, medium-, and low-tension 
electric power; 
all transactions involving securities and pro- 
perty connected with the above-mentioned 
functions; 
the formation in various parts of the King- 
dom of subsidiary limited companies 
governed by this Ordinance, the presidential 
orders authorizing them, and the prevailing 

mii"'?/* The initial capital of the company 
shall be fixed at ten million kips, divided into shares 
of ten thousand kips each. The shares shall be of 
three types, designated A, B and C. 

Category A shares, of which there shall initially 
be five hundred, making a total of five million kips, 
shall be open for purchase only by the State or the 
Credit National, and shall be transferable between 
corporate bodies.    They shall be paid up only in cash 

K. fi K
80

? ? Shares' of which there shall initiallv 
be five hundred, making a total of five million kips 
shall be open for purchase only by the Crédit National 
or by private individuals.    They shall be transferable 

Î2T.I u , NatÌOnal and Priva,e ¡«dividuals, and shall be paid up only in cash. 
Category C shares shall be open for purchase 

only by the State. They shall be subscribed and paid 
up either m cash or in kind, and in the latter case the 
total amount shall be determined after expert appraisal 

AsUïy     ,ed    f0r    VerifiCati0n   by    <he   S 
Article 4    The company shall be governed by 

the prevailing laws on limited companies and by the 
present Ordinance. y 

Article 6.   The company shall be managed bv a 
board of directors having the following composition: 

TJT     A rePre
r
sentin8 th? State and nomi- 

nated by order   of  the  Ministry  of  Planning; 
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each member shall have one vote in the board's 
deliberations; 
one   member  representing   the   Credit  National 
Lao and nominated from among the members of 
that body's board of directors by the latter; 
three elected private shareholders. 
The three elected members of the board of direc- 

tors shall hold office for a period of three years and 
shall be replaced at the rate of one a year. 

Article 10. The articles of the company and of 
its subsidiaries shall be approved by presidential order. 

Article 11. The company and its subsidiaries 
may, on the decision of the General Assembly ap- 
proved by the Cabinet, contract any domestic or 
foreign loans with or without the guarantee of the 
State, and make any purchases of equipment on credit 
with or without entering into credit insurance contracts 
guaranteed or not guaranteed by the State. 

Article 12. The company shall be placed under 
the permanent control of the Ministers for Finance 
and Planning for all administrative, technical and 
financial matters. Double entry accounts shall be 
kept, in accordance with commercial and industrial 
practice. 

Article 13. The rights and obligations of the 
Régie Nationale d'Electricité shall be transferred to 
Electricité du Laos with effect from the date of estab- 
lishment of the latter company. 

(e) Import of technical know-how 
No specific provisions have been made. 
(f) Company law administration 
There are as yet no Laotian laws governing com- 

panies. By virtue of the 1951 Franco-Laotian agree- 
ment, however, all the French laws in force up until 
1953, the year in which power was transferred to Laos 
after Independence, are applicable throughout the 
kingdom until such time as the Government has pre- 
pared and introduced similar legislation. In matters 
relating to mercantile law in general, therefore, and 
company law in particular, the procedures of the 
French commercial code are applied. Limited com- 
panies are governed by the Act of 4 July 1867 and 
private companies by the Act of 7 March 1925. 

b.    Conditions governing  public ond  private in- 
vestment 

1.    General investment conditions 
There arc no laws specifying the fields of invest- 

ment open to different types of investor, since a system 
of complete freedom is adopted in regard to capital 
investment in Laos. Also, there are no formal invest- 
ment services. 

2.    Procedure to be followed by an entrepreneur 
in establishing a new industry 

In Laos, there are no laws which distinguish 
between local and foreign entrepreneurs establishing 
new industries. 

In launching a n<*w industrial enterprise, an 
entrepreneur must carry out the following formalities, 
which are described in Ministerial Order No. 98 of 
25 August 1964 abolished and replaced by Royal 
Decree No. 53 of 28 February, 1966: 

fa) the entrepreneur is interviewed by the local 
authorities of the Khourng (province) or 
prefecture in which he resides; 

(b) preliminary enquiries are made by the 
Khoueng authorities (commodo et incom- 
modo enquiry) and by the Commission of 
Public Health, Public Safety and Town 
Planning; 

(c) the documents arc forwarded to the 
Ministry of Economic Affairs and studied by 
the Industry and Handicrafts Department 
from the technical, economic and social 
points of view. 

id) the documents are forwarded to the Com- 
missariat au Plan (Commission of Mines 
and Industry) for consideration within the 
context of the country's economic and social 
plan (with a view to granting the conces- 
sions provided for in article 2 of Presiden- 
tial Order No. 52/PC of 26 February 1960). 

The Order is issued by the Ministry of National 
Economy authorizing the establishment and operation 
of industrial enterprises. 

c. Customs duties and taxe« 

1.    Customs duties on raw materials 
and components 

Preferential treatment is given to industrial enter- 
prises by charging only minimal customs duties (5 to 
10 per cent) on raw materials and components. 

2.   Taxes affecting industry 
The tax on industrial profits is regulated by Act 

No. 40 of 17 March 1949, which is known as the 
Income Tax Code of the Kingdom. The main 
features of the Code are described below. 

d. Income tax 

1.   Persons liable to the tax 
Article 47. A tax on incomes shall be estab- 

lished for the benefit of tb? national budget of Laos. 
Article 48. Subject to the provisions contained 

in article 95, income tax shall be payable on 
1 January every year by all individuals whatever their 
sex, nationality and status having their usual residence 
in Laos or having an industrial, commercial, non- 
commercial, agricultural or landed property business 
in Laos, or exercising there a profession which does 
not make the individual liable at the same time to a 
similar tax on the same factors in another country of 
the French Union. 



in i u
The category of persons having a business 

in Laos shall be deemed to include not only indepen- 
dent operators but also the following: — 

1 ) members of general partnerships and active 
partners in sleeping partnerships; 

2) members of non-commercial companies 
which, according to their articles, have the 
nature of associations of persons; 

3) members of co-ownerships, companies and 
de jacto associations. 

NI. Persons who have their usual residence in 
France and who are therefore liable to income tax 
n Metropolitan France on their income from all 
ourccs shall not be subject to Laotian income tax on 

L ¡os,nCOmC any business  thc>' m:,y Po^ess in 

Article 49. 

both on hEaCh family hCf Shal1 be liablc ,0 Ia*ation both on his own personal income and on that of his 

î£ïïcwïh'isrand of othcr members °f the fami,y 

2.    Persons exempted from the tax 

,,mn,íf 50-    The allowing persons shall be ex- 
empted from the tax: 

ceed ¡i P SS" Tu   ta?aWc inCOme docs not ex- ceed Kp 12 000 with the addition, if necessary of the 
amounts  allowed for marital  status  and  dep ndent 
indicated m articles 57 and 74. "epenaents 

2 )    Foreign ambassadors, diplomatic agents con- 
"Is and consular officials, but only to the extern ft , 

ce SZTF 
Whíh|-Íy repreSent grant Similar   °n ccsMons to French diplomatic and consular officials. 

3.    Taxable income 
Ankle 52.   The tax shall be levied on the total 

amount of each taxpayer's net annual income fronti 

However, the taxable income of persons not hav- 

«ftrtoS to the• USUal S'3" °f reSÍdence sha» "e 
opeSs?n 

h   mCT dCnVed from their busi°esS 
s .ch cîs    hT   M?r?ver- no ta* shall be levied 
such cases if the usual place of residence of the ner 

sons concerned is in France P 

account and arc not dedurr i il ?       n(o hls 

income: 'J ,n asscss'ng the scheduled 

3)    all direct taxes and related charges paid by 

•he taxpayer ln the preceding year, with ,he 

INDU:SrRIAL^LVELOPMENTS  IN   ASIA  AND  THE  FAR  EASr 

exception of taxes already deducted in assess- 
ing schedule taxes and increases imposed as 
a result of mistakes and inaccuracies in de- 
clarations.    If increases  in  the  amount of 
ax deductible are subsequently announced 

their amount is calculated on the income of 
the  year  during   which   the   taxpayer  was 
advised of the new ordinance; 

4 )    for European taxpayers who arc not govern- 
ment officials, the cost of the return fare for 
home leave in France  for then  and their 
families after the colonial tour of duty   i„ 
accordance  with  the   regulations  governing 
administrative personnel in Laos 

5) payments made to the servicemen's pension 
lund in accordance with the Act of the 4 
August 1923 and the Act of the 30 Decem- 
ber 1928, article 127; 

6) pensions granted to old workers- 
7) retentions and payments made 'to pension 

funds within a limit of 6 per cent of the total 
gross income and not exceeding Kp 2 000- 

8) operating losses incurred by industrial 
commercial, non-commercial, agricultural and 
landed property businesses during the year 
preceding the year of taxation, when the 
persons concerned are not liable to the pro- 
mts tax because of the insufficiency of their 
licence principal or their land taxes. 

If a business is transferred or discontinued   the 
loss sustained in the financial year of liquidaron shal 
be deductible, taking into account, if necessary  of anv 

1) interest on treasury bonds and National 
Defence Bonds maturing within a maximum 
period of three years; 

2) toí925°" 4 PCr Cem PrepCtUal rentes issued 

3) prizes, including those of the National Lot- 
tery or the Indochina lottery, as well as the 
money paid out on premium bonds and other 
bonds issued with the authorization of the 
Minister of Finance; 

4>    fTnÍT',  all0*ances   and   allocations   ex- 

aíücíe 30;°m        SChCdU,e '" by V¡rtUe °f 

5)    one-year Indonchina treasury bonds (1941) 

proceeds" obS„°S' °' í'*11«•* "««en the groSS 
lh^•?„   j ¿""t '"'"'IS Profits and benents in 
SK by-'he '""""• a"d «" expenditure ¡n" 
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1 ) the personal expenditure of the taxpayer and 
his family; 

2) the interest on the capital put in by the 
entrepreneurs unless this capital comes from 
loans; 

3) reserves of ali kinds, excluding those covered 
by paragraphs a, b and c of article 6-2; 

4) amortization funds over the above the level 
of normal local practice; 

5) expenses already deducted in determining 
the net income of the various categories 
specified in article 61. 

IV. The profits derived from occupations in in- 
dustry, commerce, mining, farming and landed property 
business as well as those derived from non-commercial 
occupations shall be determined under the same condi- 
tions and by the same methods as for the schedule tax 
on industrial, commercial, non-commercial, agricultural 
and land profits, even if the taxpayers are not subject 
to that tax. 

However, income tax shall not be imposed upon 
the increase in value resulting from the transfer of 
assets either during or at the end of operations, with 
the exception of increases achieved by limited ' com- 
panies, partnerships limited by shares, and private 
companies, which are included in the various distribu- 
tions made by those companies to their shareholders. 

Decreases in value resulting from the transfer of 
assets either during or at the end of operations shall 
in no case be deducted from the taxable income. 

4.    Calculation of the tax 

Article 59.    The amount of the income tax shall 
be calculated by applying the following scale to the 
net taxable income determined as above. 

Sri   laxMrjtromc»   (Kp)    ^      R        of   ,JX   (%) 

Fraction of income from: 
0 to    10,000   1 

10,001 to   20,000   2 
20,001 to    30,000   3 
30,001 to   40,000   4 
40,001 to    50,000   5 
50,001 to   60,000   6 
60,001 to    70,000   7 
70.001 to    80,000   g 
80,001 tu   90,000   10 
90.001 to 100,000   12 

100.001 to  125,000   14 
125,001 to 150,000   16 
150,001 to 200,000   18 
200.000 to 250,000   20 
250.001 to 300.000   22 

Over 300,000   25 

* After  deduction  of the  items  specified  in  article  74 
and the income exempted under article 50. 

In calculating the tax, all fractions of income 
smaller than Kp 100 shall be ignored. 

Article 60. The amount of the tax shall be in- 
creased by 20 per cent for any taxpayer who is over 
30 years of age on 1 January of the tax year and 

who is a bachelor or widower or is divorced, and has 
no children. 

The same amount shall be increased by 10 per 
cent for any taxpayer who is over 30 years of age, has 
been married for more than two years on 1 January 
of the tax year and who has no children. 

e. Provitions common to schedule taxes and 
income tax 

Deductions relating to the taxpayer's nnrital status and 
dependents. 

Article 74. Married taxpayers shall be entitled 
to a deduction of up to Kp 4,000 on their annual pro- 
fits or income, whatever their nationality. 

V. In addition, every taxpayer, whatever his 
nationality, shall be entitled to the following deductions 
on his annual profits or income for persons dependent 
on him under the terms of paragraph 6 of this article: 

For each child dependent Kp 2,000 
For each relative in the ascending line Kp 1,200 
The tax on sales, known here as the turnover tax, 

is described in Act No. 36 of 9 February 1949. The 
main features of this Act are indicated below. 

f. Taxable businesses and places of taxation 

Article 2. The turnover tax shall apply to busi- 
ness covered by the schedule of industrial and com- 
mercial profits and carried out by the taxpayers in the 
territory of the Kingdom of Laos, as well as business 
even of an occasional nature having the character of 
commercial transactions. 

Article 3. Joint stock companies and limited 
companies which are always assessable under the 
schedule of industrial and commercial profits (ICP) 
because of their form, whatever their aims, shall not 
be subject to the turnover tax when the operations they 
carry out fall into an occupational category subject to 
a schedule other than that of the ICP. 

Article 4. The turnover tax shall also apply to 
the following: 

1) deliveries of goods made by co-operatives 
or common purchasing organizations esta- 
blished by industrialists, merchants or private 
individuals; 

2) operations carried out by industrial and 
commercial concerns run or conceded by 
public organizations. 

Article 5.   A business shall be liable to the tax: 
1) at the location of each establishment, if the 

business is carried out by a person having one 
or more establishments; 

2) at the home or place of residence of the 
person's representative alluded to in Article 
17, if the person engaged in the business has 
no establishment in Laos. 

Article 6. Types of business other than sales 
shall be subject to turnover tax at the place where the 
transaction is made or the service rendered, whatever 
the situation of the objects or assets being transacted. 



General provisions D     , . 
Obligations of persons liable to the tax Penalties and disputes 

^Submit  EHery, PerSOn ,iaWe t0 ,he ta* »««; ArVle 23Gen7l ^'^ I)    Submit a declaration within fifteen days o and   in „„,,,î       "y,,ncomPle* or false declaration 
the commencement of his operations to the this iffi^ »Wngement of the provision   0f 
office appointed by the Government in the kips plus 1         PUn'Shed by a fine of »00 to 500 
d-stn« ,n wh.ch his establishment is located! ^^"„^33. *° *""* *e a~* 

his full name and home address and   if a      vear^thÍ'fiíí^.í r°peated within a P•od of two 
company is involved, the name of the cL vH     D° Sha" be doubled- 
Pany; name ot the com- When good faith is kept   the liable n, 

fon of the sales premises. , '" Part *•    Arbitrary assessment 

in n,i!erSO"S ,Wh0 give up their busi"«s or transfer it , Artkle 22 ^^um 

refr^
L\otian'without bian¿    2" °^and appiication °f the turn°ver x

p  e 

behalf of the firm mak,ng P^ents on lv     ^.„^ Ak 

Artois« »h ET ANALYS'S AND SURVEYS 

an Ä„ 'r*««»- - Payn.cn, „(     SET "' ««* "** <*• «* - P-P* 
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»*•be,) staU c„„,i„ue
P X-0,'0"^« »•"ï-      ¡So     ! :  ».000 ffiï 
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2.    Edible vegetable oils 
It can be seen from table 4 that the market for 

vegetable oils in Laos is fairly large and that it would 
be worthwhile developing the cultivation of oilseeds 
and the industrial production of oils. 

TABLE 4.   IMPORTS OF VEGETABLE OILS, QUANTITY AND VALUE 
1959-1963 

Viflf Quantity ikj) 

1959       40,287 
1960       71,416 
1961       69,842 
1962       73,169 
1963 (9  months)     55,482 

Vnlur (Kipù 

1,187,703 
2,968.418 
2,764,400 
3,174,000 
7,648,200 

Vegetable oils are consumed largely by Europeans 
(groundnut oil and olive oil), who buy them in the 
commissaries and co-operatives, and by wealthy local 
people. 

The majority of the Laotian, Chinese and Viet- 
namese population uses pig fat and lard. According 
to the surveys carried out by the General Statistics 
Office for the establishment of a standard budget, it is 
estimated that the monthly consumption by a household 
of six persons amounts to 3.388 kg of pig fat valued 
at Kp 430 and 2.027 kg of lard valued at Kp 405. 
Assuming that the urban population is 500,000, there 
is thus a sizable market that could be captured by 
vegetable oils, provided the price is right. 

3.   Salt 
Laos imports salt from Thailand and has done so 

for many years. The price is comparatively high, 
however, and a considerable outflow of foreign ex- 
change is involved. Table 5 ~,hows the quantity and 
value of imports from 1959 to 1964, the figures being 
obtained from customs statistics. 

TABLE 5.   IMPORTS OF SALT, QUANTITY AND VALUE, 
1959-1964 

Y«f Quantity (tons) 

1959       686 
1960       2,270 
1961       1,363 
1962       1,525 
1963       980 
1964 (6  months)     324 

Vnlnt (Kifi) 

1,580,000 
6,400,000 
4,147,000 
4,644,000 
4,680,000 
3,310,000 

According to information provided by the Gen- 
eral Statistics Office, a family of six persons is 
estimated to consume 1.160 kg of salt a month. If a 
figure of 2 million is taken as the potential number of 
consumers of Ban Keun salt (Ban Keun being in Vien- 
tiane province), then the theoretical annual consump- 
tion of salt comes to 4,650 tons. The task is to bring 
production (about 4,000 tons) up to the possible 
consumption level or to find export markets. 

4.   Pineapple juice 
The possible monthly consumption of pineapple 

juice in Laos is estimated at 6,000 cases of 24 bottles 

each containing 25 centilitres, i.e. a total of 36,000 
litres. This figure is based on the sales of 'Green Spot', 
which are about double that amount. Consumption 
could rise steadily if prices were competitive and the 
quality and presentation suited to the tastes of con- 
sumers. 

To be salable on the local market, the pineapple 
juice should be presented in small bottle of the type 
used for 'Pam Pam', having a capacity of 5 to 6 ounces 
or 15 to 17 centilitres, and should be sold at a price 
not greater than 25 to 30 kips at the manufacturer- 
retailer stage and 40 to 50 kips in low-priced res- 
taurants. 

V.    MOIILIZATION OF CAPITAL FOR INDUS- 
TRIAL DEVELOPMENT 

a.    Rat« af capital invastmant in  industry 

In Laos, there is one public lending institution, the 
Crédit National.   There is no similar private institution. 

The Credit National borrows from the French 
Bank for Economic and Technical Co-operation 
(Caisse de Co-opération Economique et Technique 
Française) at the rate of 2 5 per cent and makes loans 
to Laotian industrial and agricultural enterprises at 
rates varying from 3 to 5 per cent according to the 
bilateral agreements. 

This body will become the Laotian Bank of 
Development. 

a.    MtMHMhM af »riva»« cavitai 

The only measures that have been taken to en- 
courage local private investment are those mentioned 
in chapter III concerning exemption from customs duty 
for imports of equipment and exemption from turn- 
over tax for a given period for newly installed indus- 
tries. 

As far as foreign capital is concerned, the only 
arrangement that has been made is the investment 
guarantee agreement concluded between the Govern- 
ments of the United States of America and the King- 
dom of Laos. This agreement was reached on 29 
December 1964, and it '•% still too early to tell what 
its effects will be. 

c.    Maaawraa far «arvicina •alara« I aaalk 4aah 

It has not been necessary to take any measures in 
this respect, since all of the foreign capital received by 
Laos is in the form of bilateral or multilateral aid. 

i.    Ramittanca af neafits, dividan«* and faraian 
capirai 

As there is freedom of investment for foreign 
capita], the remittance of profits, dividends and foreign 
capital at parallel rates is unrestricted. 

a.    Ara«*  af industrial activity aaan ta taraifn 
iavaaran 

There are no restrictions in this respect (see 
chapter III. B. 1). 



12 

coma,,,«, ,„ ,he ar,,,;,"^;;^^ »'»P"-- ,s 

i      £ mohl^ng capital and J,ns '^ 
- '    ny participating finanrhlN   ;„ 

*£»».«,,, tc„nomic am| siKÌa, ^ 
"    2KÌ:g "**"- « '• *-"..p- 

"    '" ind»»i•i. agricultural „r c,m,m„d ,1 
concern, .„„ ,„ Kmi.puMlc   ^ •'' 

social development plan 

for ""rar3:;";  mUtUa'   "étions 
gip";:,   deVe,OPmCnt-    anJ   «»«ar 

41    b* Providmf short-term |0i,ns 

SrC^S"!i?,ï  mU,Ua'  ^"-ations 
group•;:'   dCVe,OPmC^,'    and   «¡«"".T 

h>    íhVn^*' WhOSe °PCrati^ involve he processmg or treatment of agri ' i 
tura] products, agniul- 

c)    to instruction and transport undertak- 

and stïVve fiîancïT^ Sha" * "grated 
shall be situated S*?, „,,s head <«*<* 
«Wlity of open.ní branch       V"3" haVe the P«*- 
—p«nde„p,s ^t: ^rra

b
0r

ffices and havin* 

"¡P» shall be contributed by^r^'u90"1"1'0" 
der  shall  be sought   from   „ ?• and thc remai"- 
Public bodies en fled   „ Ï  ?   °na'  or«an¡»tions  or 
»•>• The captta 'mi; £ P^* financially in thjs 

*"** «. it Crédi if", \T timC t0 time 

'horized ,o obtain loanf „^ ^ U° sha11 <* «- 
autonomous bod es and nr ' , C°Umry ei,her fro• 
banks and provident funds or f' "?"*««» 'eServe 

and financial .nstiîut ons TIT 
the *eneral Public — , m, lssue S, J0dr¿ ¿¿«J 

»^_ST^,   nFVno^Nrs  .„^^^   FAR  EAST 

V.TK.HS    „tn-ÜdÍtTrv nCCS   made   from   «"« 
Treasury. 8   ^   aCC°"nts   of   'he   National 

ro*¿d'Í s7.MhC  Ctdit   Na,ional  sha»  be  em- 

-our!« tnd  the" ref'""   V"'^ WÍth  its own 
'heCred, V iona,   ?'UrCCS

l.0btaincd  b> borrowing, 
t« sums 2 XcTedT aU,h0rÍZCd t0 adminis 

or other souro- Th', ^»^ from foreign aid 
in special accounts "^^ Sha11 be horded 

« ab^e't.rbeírnÍnTsf 7""'°^ in artÍC,e 7 *-d 

governed^ aLr^^  NatÍOnal La« shall be 
composition: °f dlrCCt°1S havinS tf* allowing 

the Minister for Finance or a person 
appointed by him 

FilieancerCSenta"Ve °f the Ministcr for 

two repreSe„tatives of the Minister 
for Economic Affairs, one being an 
agricultural expert and the othef an 
industrial expert 

rPE
e

g
ntatiVeS °' the  Master 

«wo   representatives  of  the  national 
organizations or public bodies sup°pt 
<ng capital as provided in article 5 
three   representatives   of   economic 
and social interests ctonomic 

Ministffha^be wUZ?«*^ °f ^"^1 
decision of these £" ' ST* °J r<*,aced by 
^uch decisions «aj Sdl'aZ „^ d,reCt°r'S P°st. 
two alternates. "* aPP°lntee and one or 

an« ïïArxtrr ' TV *- 
»PPointed  by the ormS?«       financiaJ,y  shall  be 
largest ««tr¡buSS,^BaU°B °r boáf mai% the 

^t^ï^ïïAtT0^ and social - 
upon Proposal,  Se tLPreS'demaI 0rder b«ed 
Commerce and ^lt í*•a£ ^^ °f 

Chairman 

Member 

Members 

Members 

Members 

Members 



A  COUNTRY STUDY ON  LAOS 13 

one representative of industry, 
one representative of trade, 
one    representative   of   agriculture   and   stock- 

forming. 

The representatives of economic and social in- 
terests shall be appointed for the duration of their term 
of office as members of the Chamber of Commerce. 

Article 14. The post of Director shall be an 
honorary one but the chairman and members of the 
board shall be reimbursed for their travel expenses. 

Article 17. The board of directors shall be given 
the widest possible power to act on behalf of the 
Credit National and to authorize any actions likely to 
further its aims. In particular, it shall have the 
following powers, which shall be declaratory and not 
limitary except in so far as the present articles speci- 
fically restrict their conditions or range: 

it shall appoint the general manager, fix the 
amount of his remuneration, and decide upon the 
amount of such additional payments as may be 
granted to him; 
acting upon the proposal of the general manager, 
it shall fix the remuneration of staff members and 
the amount of such additional payments as may 
be granted to them; 

it shall make all purchases, sales and rentals of 
property, arrange all borrowings and authorize all 
legal compromises, acceptances, withdrawals and 
replevins before or after payment; it shall institute 
and follow through all legal proceedings in any 
court either as plaintiff or as defendant; it shall 
arrange all purchases and transfers of securities; 
acting upon the proposal of the general manager, 
it shall decide upon the loans to be granted and it 
shall be permitted to delegate this power only 
under the conditions and for the mandators 
specified in the rules of procedure. 

Subject to the provisions contained in the preced- 
ing sub-paragraph, the board may delegate its authority. 

Article 18. The administration of the Crédit 
National shall be conducted under the direction of a 
general manager appointed by the board of directors 
by a two-thirds majority. 

The appointment may be revoked by decision of 
the same majority. The functions of the general man- 
ager shall be incompatible with the holding of political 
office. The general manager shall not engage in any 
trade and shall not have an interest in any commercial, 
agricultural or industrial enterprise. 

He shall represent the Credit National Lao in 
dealings with third parties. He shall appoint and dis- 
miss staff members and shall make suggestions to the 
Board as appropriate on the subject of their remunera- 
tion. He may delegate all or some of his authority. 

Article 19. All actions and operations of the 
Crédit National Lao decided upon by the board of 
directors, as well as withdrawals of funds or securities, 
drafts on bankers, debtors or trustees, and the drawing, 

endorsement, acceptance or negotiation of bills of ex- 
change must, to be binding on the Crédit National Lao, 
be signed by the general manager or a person having 
powers of signature. 

Article 20. Any agreement between the Crédit 
National and its general manager reached either directly 
or indirectly shall be invalid unless it has been au- 
thorized beforehand by the board of directors. 

The same shall apply to agreements made between 
the Crédit National Lao and any enterprise having one 
of the directors of the Credit National Lao as proprie- 
tor, partner, managing director or manager. 

Article 21. The Crédit National Lao shall be 
subject to the jurisdiction of ordinary law. 

VII.    TECHNICAL    TRAINING:     MANPOWER 
DEVELOPMENT 

a. Manpower survey* 

Up to the present, no manpower surveys have 
been carried out because of the lack of a specialized 
organization. It might be thought that such activities 
would fall to the Laotian Statistics Office, but as suf- 
ficient resources have not been available, the Office 
has been unable to start work in this field. 

b. Future needs for trained personnel 

In the absence of detailed studies of the manpower 
situation, it is not possible to forecast the future needs 
for trained personnel. 

e.    Training programmes 

In Laos, there are at present three technical col- 
leges training skilled operatives, foremen and instruc- 
tors. With regard to the training of managers and 
engineers, young people who have attained the required 
level of general education are sent abroad for training, 
to France and Canada in particular. 

The three technical colleges are Vientiane Tech- 
nical College, Savannakhet Technical College and the 
Lao-German Technical College at Vientiane. 

In the first two of these establishments, the in- 
struction given covers the following subjects: 

diesel motor mechanics, 
general engineering, 
electricity and electronics, 
building, 
woodwork, 
metalwork and plumbing, 
forging and welding, 
tracing. 

There are five categories of training course, the 
main characteristics of which are as follows: 

1) A rapid course of the 6 V 2 type for the 
Elementary Vocational Proficiency Certificate. This 
course consists of one year's study and one year's 
practical instruction for skilled masons, electricians, 
motor mechanics, plumbers, and the like. 
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Value of imports substituted:    US$300,000 
Targets of expansion planned:   a second plant will be 

installed at Vientiane during 1966. 

4.    Rubber sandals 
One'    factory   for   the   production   of   rubber 

sandals was established in 1961. 
Production capacity:    2,000 pairs per day 
Actual production:     1,000 pairs per day 
Reason for discrepancy between installed capacity and 

actual   production:    competition  from   imported 
products. 

Investment on equipment: 
In local currency Kp 5 million 
In foreign currency US$5,000 

Total fixed capital investment:    Kp 7 million 
Number of persons employed:    30 
Value added:    Kp 10 million 
Value of imports substituted:    US$125,000 
Targets of expansion planned:   a canvas shoe factory is 
to be set up during the second half of 1965, with an 

estimated   national   investment  of about  Kp   5 
million. 

5. Sawmills 
The sawmill industry is the largest existing indus- 

try in Laos. In all, there are 32 sawmills distributed 
over nine of the twelve provinces in the Kingdom. 
Vientiane alone has seven. Most of the sawmills have 
been established since 1957. 
Production capacity:    30m3 of wood per day 
Actual production:    18 to 20 ms of wood per day 
Reason for discrepancy between installed capacity and 

actual production: irregular arrival of wood, which 
is transported long distances over bad roads. 

Investment on equipment: 
In local currency Kp 10 million 
In foreign currency US$8,000 

Total fixed capital investment:    Kp 15 million 
Number of persons employed:    30 to 40 
Value added:    Kp 25 million 
Value of imports substituted:    US$ 1 million per year 
Targets of expansion planned: none, because there is 

already a sufficient number of sawmills and forest 
resources have been considerably reduced. 

b.    New industries being planned 

Some studies have been made on uie possibilities 
of establishing new industries. Sufficient investment 
capital has not been forthcoming, however, and the 
studies therefore remain at the project stage. The 
most interesting of these projects are as follows: 

pineapple juice manufacture, 
1 There are now in existence two such factories. 

a modern, mechanical brick-works, 
a mechanized factory to produce cement slabs, 

though-bondcrs and pipes of various sizes, 
production of salt by evaporating salt water, 
an oil-works, 
cotton ginning. 

Apart from these projects whose implementation, 
is still in doubt, there is one industrial unit which has 
been in existence since October 1963 and which will 
probably start production in the next two or three 
months, namely, the Thakhek cement-works. This 
delay in start-up has been due in particular to the 
excessively late arrival of certain machine parts and 
electrical generators as well as difficulties in finding 
local manpower. 

Planned production capacity:    2,000 tons per month 
Year of operation:     1965 
Estimated investment on plant and equipment: 

In local currency   Kp 40 million 
In foreign currency US$50,000 

Estimated total fixed capitai investment: 
Kp 65 million 

Estimated employment:    50 persons 
Estimated value of imports to be substituted: 

US$100,000 per year 

IX. EXPORT OF MANUFACTURED GOODS AND 
SEMIMANUFACTURES 

There are no exports of manufactured goods or 
semi-manufactures. 

However, it remains for our country to explore 
the possibility of manufacturing such products of 
handicraft and small industries as silk yarns, silver 
wares, wood carving, wicker-work, musical instruments 
and pottery. 

X. MEASURES FOR ACCELERATING INDUS- 
TRIALIZATION, DIVERSIFYING MANUFAC- 
TURING    AND    PROMOTING    EXPORTS    OF 

MANUFACTURED PRODUCTS 

a. Brood strategy of action 

The measures taken in this fLìu are described in 
chapter III. A and III. C, and chapter V.1 

b. External assistance needed 

1.    Joint ventures 
Foreign investment is needed for ventures with 

the  participation of national capital.     Also, highly 
skilled foreign technicians and experts are needed to 
train local staff. 

Besides, measures have been taken by the Royal Gov- 
ernment to protect the manufacture of matches, rubber 
sandals and gaseous drinks from foreign competition. 
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2.    Manpower surveys and training 
Experts are needed to train managerial start 

locally. 

3.    Facilities for fellowships and in-plant training 
Training courses abroad are needed for supervi- 

sory staff and entrepreneurs. 

4.    Technical know-how 
There is a need for foreign experts to carry out 

fact-finding missions in Laos, in order to join with the 
government departments concerned in drawing up a 
programme of projects taking into account the urgency 
of local needs. 

INDUSTRIAL DEVELOPMENTS IN  ASIA AND THE FAR  EAST 

5.    Importation of manufactured goods into developed 
countries 

As was pointed out in chapter IX, Laos is not yet 
an exporter of manufactured or semi-manufactured 
goods. Moreover, we feel that the prices of these 
products in Laos are not yet competitive with prices 
in developed countries. 

XI.    INDUSTRIALIZATION  PROBLEMS 

The customs protection in developed countries is 
too stringent. Also, those countries should place a ban 
on exports of primary products. 
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A COUNTRY STUDY ON MALAYSIA 

INTRODUCTION 

Against the background of general political 
stability and sound economic development coupled 
with rich raw material resources and excellent infras- 
tructural facilities, Malaysia presents an attractive area 
for industrial investment. The economy of the country 
has been extremely over-dependent on primary com- 
modities such as tin, rubber and timber, which are 
subject to significant world price fluctuations. In order 
to reduce this dependence on a few commodities and 
to diversify the economy the country has launched an 
industrialization programme based on private enter- 
prise. 

The Government of Malaysia is allocating sub- 
stantial sums to provide facilities to assist and 
encourage industrial investment. Initially, Malaysia's 
industries will aim at import substitution but it is 
hoped that, as they expand, they will also manufacture 
for exports. Though it is fully realized that the pri- 
mary export sector will still remain a pillar of 
Malaysia's economy for some time to come, the 
Government believes that industrialization is the new 
frontier in the dynamic approach to the economic 
development of the country. 

Data extraction 

(a) Examination of a statistical series published 
by the Departments of Statistics, States of 
Malaya and also the annual reports of the 
States of Sabah and Sarawak. 

(b) Extracts of data from the States of Malaya's 
Second five-year plan 1961 — 1965 and 
the State of Sarawak's development plan 
1965 — 1969. 

(c) The Bank Negara's annual reports. 
(d) The Central Electricity Board's annual re- 

port and the Central Electricity Board's 
long-term forecast of the development of 
electricity supply in the States of Malaya. 

(e) Information supplied by various government 
departments and Ministries both Federal and 
State. 

(f) The various Ordinances of the States of 
Malaya: 

(i) The Customs Ordinance 1952. 
(ii) The Machinery Ordinance 1953. 
(iii) The Electricity Ordinance 1949. 
(iv) Road Traffic Ordinance 1958. 

(v)  The Railway Ordinance 1948. 
(vi)  The Port Authority Act 1963. 

(vii)  The Air Navigation Order  1953. 
(viii)  The Immigration  Laws. 
(ix)  The Company Ordinance No. 40 of 

1946. 

Scope 

The scope of this paper may be considered from 
four angles; time, area, administration, and accuracy. 

(a) Time 
This paper is confined to the period of the 

late nineteen-lifty's and the early nineteen-sixty's 
when industrialization had its beginnings in the 
territories of Malaysia. 

(b) Area 
The territorial boundary for this study is 

that of Malaysia, which comprises the States of 
Malaya, the State of Sabah, and the State of 
Sarawak. 

(c) Administration 
This country study is concerned with the 

Ministry of Commerce and Industry, Malaysia, 
with special reference to the Industrial Develop- 
ment Division, the Ministry of Finance, State of 
Sabah and the State Financial Secretary's Office, 
State of Sarawak. 

(d) Accuracy 
The statistical data are obtained from sources 
available in this country: the Statistics Depart- 
ment, States of Malaya; Ministry of Finance State 
of Sabah; State Financial Secretary's Office, State 
of Sarawak. The main problem faced is to com- 
pute Malaysia's statistical data but as far as 
possible this study attempts to provide data on a 
Malaysia-wide basis. Of course, since the States 
of Malaya have forged further ahead in terms 
of industrial development, data from the States 
of Malaya are more detailed and more easily 
accessible. 

I.    PLANNING AND PROGRAMMING FOR 
INDUSTRIALIZATION 

a.    Brief history of industrial planning and pro- 
gramming 

Malaysia's economic prosperity has been closely 
associated with the tin, rubber and timber industries 

17 
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and also with the entrepot trade of Penane and Urinici. 
Since 1959 the manufacturing industries have grown 
tu play an important part in the economic development 
of these territories. Industrialization has further gather- 
ed momentum since the formation of Malaysia. The 
contribution of the manufacturing sector to the gross 
national product is around 9 per cent in the States of 
Malaya. 212 per cent in the State of Sarawak and 2 per 
cent in the State of Sabah. giving an over-all average of 
approximate!) 4.5 per cent of Malaysian CiNT. The 
manufacturing sector has been estimated to provide 
employment for about 12 per cent of the economical!) 
active population of the States of Malaya. Manufactur- 
ing industries set up by Ivih foreign and local cntcr- 
pnses include the chemical and allied industries, cement 
and asbestos cement products, textiles, light engineering 
industries, sugar iclining and food processing industries. 

The manufacturing sector in the Malaysian 
eeoiioni) has been characterized by a large number of 
small establishments ai.d until recently major manufac- 
turing activities were conlined lo the processing of raw 
materials, and the manufacture of beverages and 
cigarettes In the past the Government provided the 
tradititMi.il functions of maintenance of law and order 
and the provision of efficient administration, and its 
participation in promoting industrial development was 
conlined mainly to investment in public utilities, 
transport and communications. 

Since |951» a conscious polic) of industrial de- 
velopment has been implemented in the various ter- 
ritories that are now Mala)sia, with the introduction of 
the Pioneer Industries (Relief from Income Tax) Or- 
dinances in Malaya 195K, in Sarawak 1957 and in 
Sabah I9(>3. The Malayan Government established the 
Industrial Development Division in the Ministry of 
Commerce and Industry to undertake the promotion of 
new  industries. 

Since the introduction of the Pioneer Industries 
(Relief from Income Tax) Ordinances in 1959, the 
Slates of M.lava have granted pioneer status to 115 
firms while the State 01 Sarawak and the State of Sabah 
have 2 3 funis. The rapid progress in the industrial Held 
has been made possible by substantial investment on the 
part of the Central Government as well as the various 
state governments in infrastructural facilities as well as 
in the development of industrial estates. 

To accelerale its programme of industrial expan- 
sion the Government of the States of Malaya sought the 
assistance of the Colombo Plan and the United Mations 
for experls to undertake feasibility surveys of the indus- 
trial possibilities of the two territories. In the States of 
Mala)a, Canada sent experts who conducted a survey 
on the possibility of establishing a radio manufacturing 
industry, an industrial possibilities survey and a 
feasibility survey of the establishment of a pulp and 
paper industry. A team of three experts made a 
feasibility study of an iron and steel project. 

Prior to the establishment of Malaysia, Professor 
RiietT's  mission  undertook a study on the economic 

prospects of Malaysia and following the mission's re- 
commendations the Malaysian Government established 
the Tarili Advisory Hoard, which is responsible for the 
gradual establishment of an integrated market. The 
Government will also be establishing the Federal Indus- 
trial Development Authority (FIDA) to perform 
various functions, namely processing applications for 
pioneer status, establishment of industrial estates, 
feasibility studies and promotion of industrialization 
within a pan-Malaysian framework. The Malaysian 
Government has also accepted in principle the recom- 
mendations of a United Nations expert, Professor L.A. 
Jordan, to set up a National Institute of Scientific and 
Industrial Research to assist the development of indus- 
try and technology.   The Institute will consist of: 

( I ) a division for industrial technology which will 
discover new uses for our raw materials in 
turning out manufactured products; 

(2) the Standards Institution which will enable 
the Government to maintain quality control 
(the National Standards Institution will be 
established in accordance with the basic re- 
commendations of a Colombo Plan expert); 
and 

(3) a National Testing Division to test manu- 
factured products. 

b.    Machinery for planning, implementation ond 
evaluation 

1. National Development Planning Committee 
In Malaysia the central body for economic plan- 

ning is the National Development Planning Committee 
which has as its Secretariat the Economic Planning Unit 
of the Prime Minister's Department. The National De- 
velopment Planning Committee is a standing organiza- 
tion which consists of members who are appointed by 
the Government from among leading civil servants. It 
advises the Government on the progress of the develop- 
ment programmes and suggests solutions as problems 
arise. This committee is an effective focus for executive 
decision-making in relation to development. The 
secret.iriat is provided by the Economic Planning Unit 
of the Prime Minister's Department whose staff of 
economic officers and foreign specialists work on de- 
velopment planning, on high policy problems in plan 
execution and on all forms of technical assistance from 
overseas. 

In matters connected with industrial development 
the Industrial Development Division of the Ministry of 
Commerce and Industry works in close liaison with the 
National Development Planning Committee and the 
Ministry of Finance. 

2. Sarawak ami Sabah 
Development planning in Sarawak and Sabah is 

undertaken by the State Development Planning Com- 
mittee, whose main functions are to consider all pro- 
posals for development projects from all divisional 
development committees and to make sure that correct 
priorities are established and that development policy 
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is properly co-ordinated and projects smoothly imple- 
mented. 

II.    INDUSTRIAL POTENTIAL 

a. Industrio! feasibility surveys 

In the States of Malaya \arious experts from the 
United Nations and under the Colombo Plan have 
undertaken general feasibility surveys for the whole 
country and for special industries. 

The feasibility surveys thai have been conducted 
are as follows: 

1      Radio manufacturing industry 

A Canadian expert conducted a survey in I960 
on the feasibility of establishing a radio manufacturing 
industry. 

?     Iron and steel industry 

A team 01 three Canadian experts undertook a 
survey on the factors involved in the establishment of 
an integrated iron and steel industry in Malaysia. In 
Singapore a special United Nations team also made a 
study into the feasibility of establishing an iron and 
steel mill. 

3.    Pulp and paper industry 

A preliminary survey on the establishment of a 
pulp and paper industry in the States of Malaya was 
undertaken by another Canadian expert. 

b. Resources surveys 

The assessment of the economic potential of a 
known mineral area or the assessment on a country- 
wide basis of a particular mineral or group of economic 
minerals is a more recent development. To implement 
the surveys of economic raw materials, a special divi- 
sion within the geological survey, the Economic Geo- 
logy Division, was instituted. The Division has to date 
made an assessment of the following ores: — 

(i)     iron ores; 
(ii)    manganese ores; 

(iii)    aluminium ores. 
These assessments include compilation of data 

from existing records, additional field work where ne- 
cessary and in the case of iron ores, data from aero- 
magnetic surveys were obtained in 1956/1957 covering 
16,000 square miles of Malaya. 

In the case of Sarawak, near Silantck, about 87 
miles by road from the kuching area, total deposits of 
coal of the order of 7,000,000 tons were proved and 
45,000,000 tons were inferred. The deposits arc of 
good quality coking coal and natural cokes, for which 
there is likely to be a demand for a considerable time 
to come. 

Investigations by the Nippon Coal Mining Com- 
pany have revealed that some of the fire clay found 
in the Balai Ringing to Silantek area is suitable for the 
manufacture of refactory bricks and high grade ceramic 
wares and that a total of more than 2,000,000 tons of 

clay of various grades occurs in nine areas adjacent 
to the Kuching to Simanggang Road in the first Divi- 
sion of Sarawak. 

Glass sand occurs in the north of Bintulu. The 
deposit at Bintulu was examined by a consulting 
geologist on behalf of the Sarawak Development 
Finance Corporation Limited in I9d2, and bulk sam- 
ples of 500 tons were exported in October 1962 to 
Japanese glass factories for testing. The sand has been 
proved to be of good quality and a company has been 
formed to exploit the sand deposits. 

The Forest Department has assessed the timber 
resources of Sarawak and this work is still being con- 
tinued. 

As regards mineral surveys, geological reconnais- 
sance has been completed for the States of Malaya and 
Sarawak while detailed surveys have been conducted 
over approximately one-third of the country. The 
ultimate aim is to make a Malaysian-wide assessment 
of ail the potentially economic rocks and minerals, 
using all modern techniques. 

:.     Infrastructure 

1.    Transportation 

(a)    Railways 

The transportation system of the Stales of Malaya 
is well developed. The entire west coast region of the 
States of Malaya is covered with a first-class network 
of railways and roads. The federal capital, Kuala 
Lumpur, and parts of Selangor are covered with dual- 
carriage ways and fly-overs. The mainland of the 
States of Malaya is linked to the Republic of Singa- 
pore by a main trunk road and railway line. 

Transport is an essential element for successful 
industrialization and the Malayan Railway Adminis- 
tration has been playing a great part by providing 
godowns and sidings to all the industrial estates esta- 
blished in the States of Malaya. In the Petaling Jaya 
area all the big industries on the east side of the federal 
highway have rail-served sidings while sidings have 
already been provided in the Tasek Industrial Estate. 

Besides the Industrial Estates mentioned above, 
sidings have also been laid to serve other large indus- 
tries like the Esso Refinery, and Shell Refineries, Port 
Dickson; the Pan Malaysia Cement Limited, Kanthan 
and the Malayan Sugar Manufacturing Company 
Limited, at Prai. 

The Malayan Railway Administration proposes to 
lay sidings to the Senawang Industrial Estate in Negcri 
Sembilan so that firms that occupy sites in this particu- 
lar estate will have the opportunity of obtaining rail 
services. A start has already been made to provide 
rail facilities to the new industrial estates of Batu Tiga 
and the first firm that has been provded with rail sid- 
ings is the Chemical Industries (Manufacturer) Limited 
which is building a large chlorine and fertilizer plant. 

Negotiations are also under way to lay sidings to 
some of the new industries that are being established, 
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namely Guinness Brewery, Sungei Way and the 
Malayan Sugar Refining Corporation. Port Swettenham. 

In order to ensure that as many of the industries 
as possible utilize rail facilities, the Malayan Railway 
Administration has always been prepared to negotiate 
special freight rates for the transport of raw materials 
and finished products. 

(b)     Roads 

Under the second live-war plan a total capital 
expenditure of $ 1 90,000,000 will be spent on road 
construction. It is proposed to spend about 
$2<).()()0.<)()() on improvng the main West Coast 
Road. Another $22,000,000 wll be spent on the 
major road connecting the west coast with the east 
coast. There arc motor vehicles in the States of 
Malaya. 

'I he Industrial lístales at Mak Mandili in Penang, 
at Tasek in I'erak. at IVtaling Java and Batu liga at 
Selangor and in Tampoi in Joliore. are served by ex- 
cellent road facilities which enable raw materials to be 
transported to the factories and finished products to 
be transported from the factories to the domestic 
consumi.rs as well as to Port Swettenham and Penang 
for export to overseas countries. 

In Sarawak, a major programme of road construc- 
tion is under way. Mileage maintained by the Public 
Works Department and the local authorities is as 
follows: 

Bitumen and conerete -—      97 miles 
Gravel or stone —    454 miles 
Earth —    276 miles 

Approximately 700 miles of additional road is to be 
built in the 1964 to 1968 development period. 

In Sabah, the 1961 to 1964 development plan 
had devoted a large share of the expenditure to an 
intensive road development plan. In 1963 approxi- 
mately 224 miles were added to the road mileage. 
The main effort continued on the Sandakan-Telupit 
road where the 86th mile from Sandakan was reached 
with the earth formation. Five schemes for the 
improvement or extension of the feeder road system 
were in progress in   1963. 

( e ) Ports 

The estimated cost of $43.000,000 will be spent on 
the North Klang Straits project so that on its com- 
pletion Port Swettenham, the port servicing Kuala 
Lumpur, will be able to handle cargo of 2.2 million 
dead-weight tons without congestion or delay. The 
development of Port Swettenham will also accelerate 
industrialization in the central region of Malaysia 
especially in Sel; agor and Negeri Sembilan. 

It is also proposed to construct six deep-water 
berths with a traffic handling capacity of 1.0 million 
tons on the mainland at Butterworth, Penang The 
whole scheme will cost $30.000,000. The completion 
of deep-water berths on the mainland will give rise 
to significant economies of scale in the handling of 
goods.    Moreover, the new port facilities will be able 
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to cope with ships which desire to handle cargo in 
contained loads requiring substantial cranage capacity. 

Regular ship services operate between Australia, 
Bangkok, Hongkong, Japan, Singapore,   Taiwan  and 
the   United   Kingdom   and   the   Sarawak   ports   of 
Kuching, Sibu,  and Tanjong Manu and  to a  lesser 
extent Miri.    Tanjong Manu is an anchorage only with 
customs sufferance facilities and  is mainly  used  for 
loading timber.    Port development is being undertaken 
to provide Sarawak's main ports with modern facilities 
for handling overseas trade vessels.    Large vessels can 
now reach Sibu by way of the recently developed Paloh 
Channel. 

In Sabah the principal ports are Sandakan, 
Labuan, Jesselton, Tawau and Kudat. The main 
export from Sandakan is log timber, principally to 
Japan, with smaller consignments to Hongkong, 
Formosa and Australia, while Labuan is the principal 
transhipment port for the Brunei Bay area. 

A new match godown was completed in Jesselton 
in 1963. Work on the construction of the new 300 
ft x 40 ft wharf in Kudat has been in progress and 
by the end of 1963 the 250-foot approach causeway 
was nearing completion. In Tawau the new Customs 
and Marine Offices signal tower and port godown 
were completed in October 1963. Landing steps at 
the western end of the new wharf were completed in 
December of the same year. 

(d) Rivers 

These are the main internal trade routes and 
means of internal communication in Sarawak and 
Sabah. Frequent and regular services of passenger 
and cargo launches and out-board speed boats ply 
between the states' main trading and administrative 
centres which mostly lie on the main river system. 
Other rivers are serviced by long boats and speed 
boats powered by outboard engines. 

(e) Civil aviation 

In Malaysia the following air fields are in opera- 
tion: 

States of Malaya      g 
Sabah and Sarawak —    4 

Owing to the demand for air travel in this region 
Malaysian Airways Limited in 1963 commenced 
replacing DC-3 aircraft with large and fast turbo- 
propeller Fokker Friendship aircraft which now operate 
into the above air-fields with the exception of Kuala 
Trengganu and Kuantan. 

Malaysian Airways also entered the jet age on 4 
December 1962 with the operation of Comet aircraft 
to Hongkong and Bangkok. 

The major project envisaged in civil aviation is 
the construction of an international airport at Kuala 
Lumpur — an airport equipped to handle the most 
modern and the largest civil aircraft operating in this 
part of the world     It was exoected ,n iL 7„ . 
in Auensf 1QAS 1 /I- .e*Pected t0 «* m operation 
>n August 1965. In addition to the new airport it is 
proposed ,0 re-construct the runways^, Malaga and 
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Kota Bahru airports in preparation for the introduction 
by Malaysian Airways of more modern aircraft. The 
Penang airport extension has been completed. 
Extension of Miri, Bintulu, Lahat Dato, Tawau and 
Sandakan air fields in eastern Malaysia arc planned to 
enable Fokker Friendship aircraft to operate at these 
air fields. 

There are at the moment twelve international air- 
lines stopping over at the Kuala Lumpur airport. The 
Government has also signed air agreements with: the 
United Kingdom, Australia, New Zealand, France, 
Italy, Germany, the Netherlands, Japan, Switzerland, 
Sweden, Norway, Denmark and Belgium. 

2.    Power 

Electricity and gas arc the two main sources of 
power in Malaysia. In the States of Malaya, the 
Central Electricity Board is the main source of power 
supply. In the State of Sarawak the major source of 
public electricity is the Sarawak Electricity Supply 
Corporation, which operates twelve stations throughout 
Sarawak. In Sabah electricity is provided by the 
Sabah Electricity Board in all the main towns except 
in Beaufort, Kota Belut, Mcngattal and Semporan, 
where it is responsibility of private licensees. The 
Central Electricity Board's part in accelerating indus- 
trial development in the States of Malaya can best be 
seen from the increase in sales of electricity to indus- 
trial consumers over the past five years. Table 1 gives 
the annual sales to industrial undertakings, which 
include tin mines and dredges, in relation to the total 
sales of electricity in the Board's organization. 

TARLI;   I     EI.FCTRICITY  SOLD  TO INDUSTRIAI, CONSUMERS nv 

nu: CINTRAI,  ELECTRICITY BOARD,   1960-1964 

(million units) 

Yrar 

I960 
1961 
1962 
1963 
1964 

TA3LI: 2.   ESTIMATED SALES OF ELECTRICITY BY THE CENTRAL 

ELECTRICITY BOARD TO INDUSTRIAL CONSUMERS IN RELATION 

TO TOTAL SALES, 1965-1974 

(million units) 

tear 

I9h5 
1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 

Total Total 
IndlKtrijl Industrial Induitrul in board'í 

""'•"•' 

92.6 

i'oup undertaking 

161.2 253.8 544.9 
198.3 133.6 331.9 632.8 
215.2 155.2 370.4 709.1 
234.5 181.2 415.7 802.2 
249.9 215.1 465.0 917.3 

T-jtal 
Industrial in board'i 

Induitrtal industrial 

258 

group undertaking 

250 508 1,027 
250 304 554 1,147 
250 353 603 1,380 
250 406 656 1,580 
250 467 717 1,801 
250 537 787 2,026 
250 618 868 2,271 
250 771 961 2,541 
250 818 1,068 2,842 
250 941 1,191 3,180 

The annual sales of units have been estimated to 
increase as follows: 

Industrial — Dredges and Open 

Industrial 

Cast Tin Mines — Nil 

Others -     2()rf  in   1965 
—  \Hr'r   in   1966 
—  16C?>  in  1967 
—  I5rr each \eai 

thereafter. 

/ xKime Imrrair 

""""" i arai if \ 

154,592 Nil 
165.360 10.768 
159.687 Nil 
232.258 72.571 
283,931 51.673 

To provide for the annual increase in electricity 
demand the Board's generating capacity has been 
augmented; table 3 shows the Board's increased 
generating capacity during the period .'>(>()-1964. 

T\MI   3.    INCREASE, IN UMKUIV, CM-« in  m   mi 
{ENTRAI.    ELECIRICITY    HOARD    1960-1964 

(kW) 

1960 
1961 
1962 
1963 
1964 

It is to be noted that out of a period of five years 
there were three years during which the Board's 
generating capacity was augmented to meet the con- 
tinued growth in demand for power. Those increases 
consisted of: 

(a) The commissioning of a third 10,000 kW 
turbo-alternator at the existing Malacca 
Power Station and 768 kW of diesel generat- 
ing sets in the Board's diesel generating 
stations in 1961. 

(b) The commissioning in 1963 of two major 
power stations one hydro station at Cameron 
Highlands and one •hernial station at Johorc 
Bahru, with an initial generating capacity of 
50,000 kW and 20,000 kW respectively. The 
balance of 2,571 kW was the result of an 
increase of generating capacity in the 
Board's various diesel stations. 

(c) The commissioning in 1964 of a further 
2 x 25,000 kW generating sets at the hydro 
station in the Cameron Highlands as men- 
tioned in paragraph (b) above together with 
a general increase of 1673 kW in the Board's 
diesel stations. 

The Central Electricity Board operates a trans- 
mission network consisting of 413 miles of 66 kV and 
132 kV overhead lines and underground cables extend- 
ing from Batu Pahat in the South to the Cameron 
Highlands in the North. In addition the Board 
operates approximately 1,858 miles of high voltage 
distribution lines and underground cables of voltages 
varying from 33 kV to 3.3 kV. 
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Generally speaking, the immediate plans for the 
development of the Board's generation and transmission 
schemes are as follows: 

(a) Development of the Ratani> Patì ant; Huiro 
Electric  Project  in the Cameron Highlands 

I his is the second stage of development which 
follows the completion of the first stage and is now 
progressing in the Baking Padang valley. The main 
power station will be situated underground and is 
designed to house 3 x 50 MW generating sets with an 
average output of approximately 530 million units. It 
is planned for completion in earlv 1968. 

(b) Upper  Perak   Hydro Electric  Development 
This project was investigated in  I960 by Mr. I 

I. Morton under the auspices of the Canadian Colombo 
Plan. It is estimated to have a potential generating 
capacity of 230 MW with an annual output of 1,300 
million units. 

(c) Port Dickson Power Station 

This thermal power station is planned to have 
an ultimate generating capacity of 480 MW. The 
first two turbo-alternators of 60 MW each arc expected 
to be commissioned in the vear 1969. 

(d) Prai Power Station 

The initial plant to be installed in this thermal 
power station comprises two 30 MW turbo-alternators 
and it is planned lh.it these sets will be commissioned 
in mid-1966. 

(e) Malacca Power Station 

The final extension to the existing Malacca Power 
Station consists of the installation of the fourth 10-MW 
turbo-alternator and this is scheduled to be completed 
by the middle of 1966. 

( f )   Transmission schemes 

The transmission lines associated with the Batang 
Padang and Prai development schemes as mentioned 
above will connect the Perak hydro network and the 
Prai network to the general network, forming a 132 
kV grid which will cover most of the western part of 
Malaya. 

The major source of public electricity in Sarawak 
is the Sarawak Electricity Supply Corporation, which 
operates^ 15 stations throughout the state. The Cor- 
poration's installed capacity has increased from 6 117 
kW at the beginning of 1959 to 13,602 kW in Decem- 
ber 1964. In 1963 approximately 26,000,000 units 
of electricity were sold. 

Total generating capacity in private ownership has 
risen from 454 kW at the beginning of 1959 to an 
estimated 8.500 kW at the end of 1963 so that at 
present about 40 per cent of capacity is privately 
owned. Sarawak Shell Oil Fields Limited is the major 
private licensee generating electricity solely for its 
industrial and domestic use with a capacity of 5,150 
kW. 

in the State of Sabah, electricity is provided by 
the Sabah  Electricity  Board  in all  the main towns 
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except Beaufort, Kota Bclut, Mengattai and Semporan 
where it is the responsibility of private licensees. 

In Sandakan a further 150,000 kW set was com- 
missioned and a further unit placed on order for deli- 
very in 1964. An underground cable will shortly feed 
the town area and a number of additional transformer 
stations were installed. 

The Board's minor stations have continued to play 
their part in providing electricity and it is noted that 
a number of light industries have now come into these 
towns where a 24-hour supply is available. 

With the rapid increase in electricity demand in 
Jesselton it is essential that alternative means of 
generation be considered and a principal hydro-electric 
power station site has been located in the Paper/Labek 
area. Initially this would give a maximum output of 
20,000 kW. A further stage in the scheme would be 
the building of a dam downstream in the Paper River 
which would create water storage and enable the capa- 
city of the hydro-power station to be increased to 
a range of 50,000 to 60,000 kW. 

III.    INDUSTRIAL   POLICY 

a.    Investment laws and regulations 

1. Basic legislation 
The government of the States of Malaya intro- 

duced the Pioneer Industries (Relief from Income Tax) 
Ordinance in 1958. The Sarawak government passed 
the Pioneer Industries (Encouragement) Ordinance in 
1957 and the Sabah government enacted the Pioneer 
Industries (Relief from Income Tax) Ordinance in 
1956. The basic objective of this legislation is to pro- 
vide tax incentives for industrial investments. 

A new Act was introduced in early 1965 to amend 
the four existing ordinances in Malaya, Sarawak and 
Sabah and to harmonize the law governing Malaysia's 
pioneer industries. The bill makes amendment to 
provide for an initial tax relief period of two years 
with extensions: 

(i) to three years where fixed capital expenditure 
of $250,000 has been incurred; 

(ii) to  four  years  where  such   expenditure  of 
$500,000 has been incurred; and 

(iii) to   five   years   where  such  expenditure  of 
$1,000,000 has been incurred. 

Besides the tax exemption incentives, the various 
governments also provide other privileges and assis- 
tance to pioneer companies: 

States of Malaya 
(a)  Tariff protection 

For many industries the existing revenue tariff 
automatically provides a measure of protection against 
competing imports. However, cases arise when an 
industry requires tariff protection in the form of new 
or increased import duties and concession or remission 
or reduction of duty on imports of raw materials and 
component parts. Such matters will be dealt with the 
Tariff Advisory Board set up principally to implement 
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the measures for bringing about  Malaysian common 
market. 

(b) Protection against dumping 
The Customs (Dumping and Subsidies) 

Ordinance 1959 is another important measure adopted 
by the Government to protect industries against unfair 
competition from foreign companies This legislation 
provides for the imposition of duties — in addition to 
normal imports duties — on dumped imported goods, 
if their import is solely to endanger an established 
industry or retard the establishment of an industry in 
the country. 

(c) Import duty exemption 
To encourage the establishment of pioneer indus- 

tries to Government also permits exemption from 
import duty on machinery and in some cases on raw 
materials to be used for manufacturing purposes. 

(d) Free transfer of capital aiul earnings 
The Government adopts a liberal attitude towards 

the remittance of capital out of the country. For such 
transfer nominal permission is required from the Con- 
troller of Foreign Exchange. The Government has also 
given an undertaking to guarantee the security of 
foreign investment in the country by concluding invest- 
ment guarantee agreements. Such agreements have 
been concluded with the United States and Germany 
Besides this the Government has also signed a double 
taxation agreement with the United Kingdom. 

(e) Industrial estates 
Five industrial areas, one each at Petaling Jaya 

near Kuala Lumpur, Sungei Mak Mandin near Butter- 
worth, Tasek near Ipoh, Senawang near Seremban and 
Tampoi near Johore Bahru, have been established and 
opened to industry. The purpose of setting up these 
areas is to provide industrialists with readily available 
and fully serviced sites at low rates. The States of 
Perak, Kelantan and Malacca are also planning to 
develop industrial estates. The state governments, on 
their part, undertake the development of these indus- 
trial areas and with the co-operation of the Central 
Government and statutory bodies provide facilities such 
as communication, electricity and water. 

Sarawak 

Customs duty 

A pioneer manufacturer is entitled to import into 
Sarawak free of customs duty during a period of five 
years, articles required for the construction, alteration, 
re-construction or extension of a pioneer factory. 

Sabah 
Repatriation of capital to foreign investors 
No repatriation undertaking in the form of uncon- 

ditional guarantee is ever given, but it is normally 
stated that no less favourable terms will be given to 
capital repatriation to the country responsible by the 
investor than to transfer of the interest or dividend. 
In practice transfer of this latter item has been allowed 
in full. 

2      Other  pertinent   law \   tinj   regulations 

( a t   Control o   capital ¡wie 

Fhere are iv> laws governing control of capital 
issue but in practice the iimmv of an ivsm on the 
market IN determined bv the Cuitial Hank ot Malaysia 
and companies »akc the opportunity io ,OHMIII the 
Central Bank regarding then  p.o p. UIIMS 

(b)   Import of capitili gmuly 
The relevant law regarding the licensing of imports 

of capital goods is to he found in the respective 
Customs Ordinances of Malava, Sarawak and Sab,ill 
(For extracts of the relevant laws please see appendix 
1 ) The law vested the Minister of I ninne with the 
power to prohibit the importation ol any goods into 
the terriiones mentioned The law does not ditleien 
tiate capital goods from other munis 

The Minister has in fact made the necessary onici 
prohibiting the importation of goods into the leinioncs 
concerned. In practice the effect of Illese orders is 
that all goods on importation into any of the stale 
territories will be subject to one of these licences 

(a) the Open General I icence, or 
(b) the Specific I.icence 

Where the Open General Licence applies the 
goods concerned may enter into the country lively (in 
unrestricted quantities I without going through the 
bother of paper work such as submitting an applicai ion 
for licence, obtaining approval ol the hcciki and llun 
presenting Ihe licence to Customs at points of euliy 
In other areas once goods are listed on the Open 
General Licence such goods may enter lite contiti v 
without restriction, subject, of course to new observa 
tions of the proper requirements of the law When 
a specific licence is required, the Impoit I icence 
must be obtained from the Oh"ice of the Import ami 
Export Control Officer for each individual import 
The Import Licence usually stipulates the quantity 
approved for importation and the time and place of 
importation 

(c) Regulation of the location of mJustnal 
enterprises 

The law governing the location ol commercial 
industrial enterprises would be the Land Code 
Location of industrial enterprises would be in accor- 
dance with the regulatons of the various local authori- 
ties and town planning bodies. 

(d) Licensing of factory estahlisliments 
The Machinery Department of the Ministry of 

Labour, Malaysia, enforces the Machinery Ordinance 
and Regulation only in places in which machinery is 
used and thus does not have jurisdiction over all 
factories 

The Ordinance itself requires that all machinery with 
one or two exceptions shall be registered with this 
Department and shall not operate unless a Certificate 
of fitness has been applied for and issued after in- 
spection by an inspector of the department 
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Boilers and unfired pressure vessels require th.it the 
design he approved by the Chief Inspector before 
approval is given for the installation 

The followinp is a list of regulations made under 
the ordinance 
1  N   ,4-s I     Machines  Ordinance  |QS1 
30 April 1«)«¡1 

1 N  "7 2    The     Machines      (Steam 
22 August 1957 Boiler and Unfired Pressure 

Vessels) Regulations 1917 
1 N   8 3    The   Machinery   (Adminis- 
19 September I9^7 tration)  Regulations   1957 

I  N   148 4    The   Machinery   (Board of 
28 March  1957 Fnaminers)     ' Regulations 

1957 

' N   '** 5    The Machinery  (Inspection 
and Certificates of Fitness) 
Regulations 19<7 

1 V   'M fV   The   Machinery    (Persons- 
.8 March  1957 in-Charge) Regulations 

1957 
1 N   5-7 7.   The    Machinery    (Electric 
29 December 1955 Passenger and Goods I iff s ) 

Regulations 1955 
1 N   ">0S *•   The     Machinery     (Safety 
5 July 1956 Health « Welfare) Regula- 

tions 1956 

IA2*4 9    Thc     Machinery     (Driven 
.6  August   1959 Machinery)        Reflations 

195Q 
1 N   2H< W    The  Machinery  (Transmis- 

sion    Machinen )    Regula- 
tions 1959 

Í*
N

A
2M

    w 1'    The   Machinery   (Foundry 
26 Aueust  1959 Installation        Regulations 

1959 

LV87    ,   « ,2    ^     Machinery     (Dredg- 
-6 August   |9<9 ing Installation) Regulations 

1959 

\'vu*      ... ,3    Th*     Machi""v      (Prime 
2 February 1961 Mover) Regulations 1961 

(e) Control of raw materials 

There is no law „overning the control of raw 
materials but the Government would like to see the 
utilization of local raw materials by industries The 
Government, however, encourages the import of raw 
materais or industries if such materials are not avail- 
able locally by allowing the company to import the 
materials, wher: applicable, duty free. 

(f) Control of power supplv md trans portation 
Power supply 

The laws govern.ng the control of power can be 
«und ,n the F,ee,nc,ty Ordinance 1949 Tnd the Ele. 

Mi of  1949 is an ordinance to prov.de for the 

JNDUSTWU  DEVELOPMENTS IN AMA AND THE FAR EAST 

establishment of a corporation to be known as the 
Central Electricity Board of the Federation of Malaya 
and for the exercise and performance by the corpora- 
tion of (unctions relating to thc supply of electricity 
and certain other matters; for the transfer to the cor- 
poration ol electrical installations owned by the Federal 
Government; to amend and consolidate thc law relating 
to electrical installations and the generation, supply 
and use of electricity; to authorize the acquisition by 
the corporation of electrical installations and to 
reflate the payment of compensation therefore and 
tor purposes connected with thc aforesaid matters. 

Transportation 

Road. The law governing thc control of road 
transportation is the Road Traffic Ordinance, 1958 
which is an ordinance providing for the regulation of 
motor vehicles and traffic on roads, and to prov.Je for 
the co-ordination and control of means of and facilities 
for transport. 

Railway. 1 he laws governing thc control of rail 
transportation arc the Railway Ordinance of 1948 and 
ilso the amendments and modifications effected under 
or^by virtue of the Transfer of Powers Ordinance 

LN. 654/1953 
L.N. 663/1953 
L.N. 42/1954 
LN. 109/1954 
LN. 111/1954 

The Railway (Amendment) Ordinance, 1954. 

.u /'"'": The law S°vernir|g »he control of ports is 
the Port Authority Act, 1963. which provides for the 
establishment of port authorities, for the functions of 
such authorities and for matters connected therewith. 

Civil aviation. The laws governing the control 
of evil aviation are the Air Navigation Ordinance, 
1952. and the Air Navigation Order, 1953, and the 
following regulations: 

Air   Navigation    (Investigation   of   Accidents) 
Regulations, 1953; ' 
Air Navigation (Licensing of Air Services) 
Regulations, 1953; 
Air Navigation (Wreck and Salvage) 
Regulations. 1953; 
Air Navigation (General) 
Regulations, 1953; 
Air Navigation (Radio) 
Regulations, 1953; 
Landing and Housing Fees 
Regulations, 1953; 

Authorization under article 2 of the Air Naviga- 
tion Order, 1953; * 

Notifications regarding the Date of Coming into 
Force of the Ordinance, Orders and Regulations. 
ig) Control of import of technical know-how 

in t TÍ! T/01 °f ,he import of tcchnical know-how 
m term, of foreign personnel is undertaken by foe 
Ma.ayanuat.on Committee  which  is  response for 

i 
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recommending foreign personnel for entry into the 
country; it is also governed by the Malaysia Immigra- 
tion Laws [Immigration Ordinance, 1959 (F.M. 12 of 
1959) ] as extended to apply throughout Malaysia, and 
the Immigration Act, 1963 (F.M. 27 of 1963), incor- 
porating all amendments and modification up to 16 
September 1963, together with the subsidiary legislation 
in force on 16 September 1963. 

(h)    Company law administration 
The law governing company administration in the 

States of Malaya is the Companies Ordinance No. 40 
of 1946 of the Straits Settlement, as applied to the 
States of Malaya by the Companies Ordinance No. 13 
of 1946 enacted on 4 July 1946. The latter ordinance 
was amended slightly by the Companies (Amendment) 
Ordinance No. 25 of 1946. Section 80 of the prin- 
cipal ordinance was amended by the Companies 
(Amendment) Ordinance No. 8 of 1946, by which a 
charge on land is deemed to be created from the date 
of registration of the charge with the land office. 

The Companies (Winding Up) Rules,  1946, came 
into force on 9 October 1946. 

Subsidiary legislation relating to forms aid the 
like under the Companies Ordinance was published in 
Gazette Notification No. 1331 of the Government 
Gazette dated 31 January 1948. 

The Trust Companies Ordinance No. 33 of 1949 
was brought into force on 28 September 1949. 

The Companies (Reduction of Capital) Rules, 
1950 came into force on 29 June 1950 and was 
published in the Legislation Supplement (Subsidiary 
Legislation) in the Government Gazette of the same 
day No. 29 Vol. Ill Federal L.N. 254. 

Procedure on application under the Companies 
Ordinance is contained in Order 53B of the Rules of 
the Supreme Court 1957 which came into effect on 1 
April 1958. 

The fees chargeable under the Companies Or- 
dinance are contained in the Second Schedule which 
was last amended under Legal Notification No. 302 
dated 16 October 1958 and was brought into force on 
1 January 1959. 

The Companies Ordinance No. 49 of 1946 is 
based on the Companies Act, 1929 of the United 
Kingdom which has been repealed and replaced by the 
Companies Act, 1948. The 1948 legislation has 
already been considered and reported on by the Jen- 
kins Committee and to date many amendments have 
been suggested. 

A committee under the chairmanship of Y. M. 
Raja Mohar bin Raja Badiozaman, Secretary for 
Commerce and Industry, was set up by the Govern- 
ment on 30 October 1963 to advise on the forms and 
contents of new legislation to replace the existing 
Companies Ordinance 1940-1946. As a result of the 
deliberations of the Committee a draft Companies Bill 
was prepared by the draftsman of the Australian 
Uniform Legislation whose service were made available 

by Australia under the Colombo Plan.    The revised 
bill is to be introduced in Parliament in the near future. 

b.    Conditions  governing  public  and   private  in- 
vestment 

1.    Fields of investment open to different kinds 
of investor 

In fact the Government practises a free private 
enterprise policy and all fields of investment arc open 
to private investors domestic and overseas. 

Suggested fields of investment open to the private 
investors domestic and overseas include: 

(a) building and construction industries. 
(b) manufacture of industrial machinery. 
(c) manufacture of agricultural machinery and 

implements. 
(d) manufacture of high quality glasswares, cut- 

lery and electrical appliances. 
(e) manufacture of pulp, paper and articles made 

of paper. 
(f) agriculture including development of copra, 

oil palms, sugar-cane, jute, cocoa, sago flour 
and timber. 

(g) mining including development of coal, 
ceramic clay, glass-sand, oil and gold. 

2.    Investment services 

(a) Malaysian Industrial Development Finance 
Limited 

In the States of Malaya the most important in- 
vestment organization providing investment services 
and loans to industries is the Malaysian Industrial 
Development Finance Limited. 

Basically three types of loans are offered by the 
MIDFL: medium- or long-term loans, factory mort- 
gage loans, and hire purchase finance. In addition, 
MIDFL is also willing to consider taking up debenture, 
preference or equity share participation in public or 
private companies. MIDFL will act as an issuing 
house for capital flotations for new or existing com- 
panies and is also prcpa;ed to underwrite capital 
issues. 

(b) Borneo Development Corporation Limited 
In the States of Sabah and Sarawak, the Borneo 

Development Corporation Limited acts as the main 
investment advisory service for small industry and as 
a development bank. It is matched in the agricultural 
sector by the Sarawak Development Finance Corpora- 
tion. 

3.    Procedure to be followed by an entrepreneur 
in establishing a new industry 

(a)    States of Malaya 
In the States of Malaya applications for pioneer 

status under the Pioneer Industries (Relief from In- 
come Tax) Ordinance 1958 for products and industries 
that have not been declared pioneer will have to be 
made under Section 3(1) of the said Ordinance. 
Information can also be obtained from the Industrial 
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Development Division for those who set up non-pioneer 
factories. 

^INDUSTRIAI.   DEVELOPMENTS  IN  ASIA  AND THE  EAR  EAST 

Section 3(1) 
that: 

(a 

Where it is represented to the Minister 

(e 

any industry is not being carried on in the 
Federation on a commercial scale suitable to 
the economic requirements or development 
of the Federation or at all; 

(b) there arc: 
(i)  favourable prospects of further develop- 

ment of the industry; or 
di)  insufficient  facilities  in   the  Federation 

to enable the industry to be carried on 
on  a  commercial scale  suitable to the 
economic requirements or development 
of the Federation; 

it is expedient in the public  interest to en- 
courage the development or establishment of 
the industry in the Federation by the making 
of an order declaring the industry to be a 
pioneer  industry  and any  product  or pro- 
ducts   of   such   industry   to   be   a   pioneer 
product or products, the Minister may, upon 
receipt of any such representation, call for 
any further details which he may consider 
necessary. 

Provided that every such representation by a 
member of the publie (including a company 
or   a   body   of   persons)   shall   be   accom- 
panied by a deposit of live hundred dollars 
which shall be returned to the persons mak- 
ing  the   deposit   unless  the   Minister,   after 
giving due notice to such person of his inten- 
tion to declare such deposit forfeit on the 
ground that the representation  is frivolous, 
and after considering any objection thereto 
by such person declared such deposit forfeit- 
in which event such deposit shall be forfeited 
for the general revenue of the Federation. 

After a product and industry have been declared 
Pioneer the applicant will have to apply under section 
4 ol the said Ordinance which reads as follows: 

Section 4(1): Any company or persons proposing 
to register a company, being desirous of esta- 
blishing or participating in a pioneer industry for 
the purpose of producing any pioneer product or 
products and intending that a factory be con- 
structed, or, where the factory is already in 
existence, be occupied, in the Federation for such 
purpose, may make an application in writing to 
the Minister for a pioneer certificate, or for a 
p.oneer certificate to be given when the proposed 
eompar-, has been registered, certifying- 

(a) the company to be a pioneer company 
'n relation to such industry and product 
or p roducts; 

(h) the  factory,  when constructed  or  oc- 

eupied by the company, to be a pioneer 
factory for the purpose of developing or 

establishing  such   industry and of the 
^ production of such product or products. 

(-)  In any application under sub-section (I) the 
applicant shall 
(a) give particulars of the pioneer industry 

and of the pioneer product or products 
intended to be produced by the com- 
pany in the factory; 

(b) estimate the rate of production in the 
factory of the intended products, in 
terms of marketable quantities which he 
anticipates the factory will be producing 
on production day; 

(e)  except in the case of an existing factory 
(i) give  particulars of the estimated 

size, cost   of construction and pro- 
duction capacity of the factory; 

(ii) specify the locality in which it is 
proposed to construct the factory; 

(iii) specify the date on which he ex- 
pects that construction of the pro- 
posed factory will commence, 

(d)  specify the day on which the factory 
will commence to produce in marketable 
quantities the pioneer product or pro- 
ducts intended to be produced therein. 

Applicants   should  ensure   that  the  information 
given in the form of application is fully detailed. 

In instances where precise dates for the com- 
mencement of construction and production depend on 
the day on which pioneer status is granted, it will be 
sufficient to describe these dates a"s the number of 
weeks or months following the day on which pioneer 
status is granted. 

All applications must be marked "Confidential" 
and forwarded by registered post to: 

The Secretary for Commerce and Industry, 
Industrial Development Division, 

4th Floor, Police Co-operative Building 
P. O. Box 985, 

Kuala Lumpur. 
All applications must be submitted in triplicate 

and accompanied by a crossed cheque for the sum of 
WOO as a deposit made payable to the Accountant 
General, Malaysia. 

The Industrial Development Division of the Minis- 
try of Commerce and Industry will be pleased to an- 
swer any queries any applicant may have on comple- 
tion of an application form. 

AH information given in the application will be 
treated as confidential by the Government. 

The procedure cither a local or foreign entrepre- 
neur will have to follow in the States of Sabah and 
Sarawak is basically the same as that in the States of 
Malaya except that under Section 3( 1 ) of their pioneer 
ordinances representation is made to the Ministry- of 
Finance, Sabah in the case of Sabah; and the Finan- 

S bah i
Che,ary' SaraWak in ,he Casc of Sarawak     In 

Sabah the government departments with which contact 
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must be made is the Ministry of Finance, Sabah; and 
in the case of Sarawak it is the State Financial Secre- 
tary, Sarawak. Under the Malaysia Agreement all 
applications must be approved by the Central Minister 
of Finance for pioneer status. 

c.    Custom« duties and toxes 

1. Customs duties on raw materials and components 

Industrialists are welcome to apply for exemption 
from customs duties on raw materials and components 
and customs duties exemption has been given to 
several pioneer industries. However, each application 
is judged on its merits by the Treasury and the grant- 
ing of pioneer status does not automatically imply 
customs duties exemption on raw materials and com- 
ponents for a particular industry. 

2.    Taxes affecting industry 

Malaysian companies are taxed on their income 
at 40 per cent, a credit being allowed to shareholders 
for this tax when dividends arc paid out of the com- 
pany's income. 

Companies which are granted "pioneer status" 
are entitled to up to five years' exemption from income 
tax on profits and the shareholders are exempted from 
tax payable out of those exempt profits. 

Individual income tax is charged at rates ranging 
from 6 to 50 per cent after the following reliefs have 
been deducted from the tax-payer's income: 

Sabati and 
ÍWI' SarauaK 

Personal   relief     2,00(1 3,000 
Earned   income  relief   (l/l()th) 

maximum         1,000                     
Wife   relief     1,000 2,000 
Wife's  earnings  relief   (9/IOth) 

maximum        500 .'00 
Child  allowance   1st        750 700 

2nd      500 500 
3rd       500 500 
4th       300 300 
5 th       300 300 

Life   Assurance   premiums    and 
Provident Fund contributions    max. 3,000 3,000 

The rates of tax for resident individuals in Malaya 
will apply to the chargeable income, that is the as- 
sessable income after deduction of all personal reliefs 
and donations.   The rate will be: 

First M$ 2,500 of chargeable income 6% 
Next 2,500 .. „ 9% 
Next 2,500 „ „ 12% 
Next 2,500 ., „ 15% 
Next 5,000 20% 
Next 5,000 ,, „ 23% 
Next 5,000 ,, „ 25% 
Next 10,000 „ 30% 
Next 15,000 „ ,. 40% 

M$50,000 

On excess of chargeable  income over  $50,000 
50 per cent. In Sabah and Sarawak for 1965 the income 

tax due on the above scale of ri'tes is abated by a dis- 
count of 40 per cent in respect of the first $50,000 of 
chargeable income. 

Other taxes- 

There is a general turnover tax of 0.5 per cent 
on business and professions from which tax the ex- 
port and pioneer industries are exempted and which 
does not apply to businesses where the annual turn- 
over is not more than $.16,000 nor to professions 
where the annual turnover does not exceed $20,000. 
There are also certain other exemptions from the tax 
and the tax itself is deductible in computing profits for 
income tax purposes. 

Payroll tax at ;he rate of 2 per cent is payable 
by employers where the total payroll exceeds $6.(K)0 
per year. The tax payable is deductible for the pur- 
pose of computing income for income tax purposes. 
There is no corresponding levy on employees. 

The payroll tax is charged on the remuneration 
paid each month and during 1965 the tax applies only 
to the States of Malaya. There are a number of 
exemptions from the tax. (Pioneer companies are now 
exempted from the payroll and turnover taxes.) 

IV.    MARKET   ANALYSIS   AND   SURVEYS 
a.    States  of Malaya  radio industry 

In I960 Mr. G. Moes conducted a feasibility 
survey of the establishment of a radio industry in the 
States of Malaya. 

The present position of the imports of radios and 
transistor sets is as shown in table 4. 

TABIL 4.    IMPORTS OF RADIO AND TRANSISTOR MIS IMO IMI 
STATES  OF  MALAYA,   1962-1964 

Cnmmndtly 

Radio receiving 
sets — transistor 

Radio  receiving 

Radio receiving sets- 
battery operated, 
excluding transistor 

l r,dc 

724 20-4 | 

205 > 

} 

724 

724 206 

l%2 
1963 
1964 

1962 
1963 
1964 

1962 
1963 
1964 

245,639 
303,799 
303,834 
28,537 
23.273 

7,415 
4,756 
3,704 

930 

Mil/ 
Vahtr 

,316,289 
,395,883 
063.111 
,170,337 
,522,858 
798,341 
476,103 
425,525 
150,724 

V.    MOBILIZATION OF CAPITAL FOR INDUS- 
TRIAL DEVELOPMENT 

a.    Rate of capital in industry 

Data for capital investment in pioneer industries 
in the States of Malaya are available from the Minis- 
try of Commerce and Industry, Malaysia. There is, 
however, no comprehensive coverage for the whole 
industrial sector, pioneer and non-pioneer, in the cen- 
sus of the manufacturing industries, States of Malaya. 

Capital investment in the top five industry groups 
in the States of Malaya is as follows; 
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3. 
4. 
5 

•SV(í/í'.V of Malaya 

Called-itp 
/'"/"v"'v capital (M$) 

Manufacture of products of petro- 

l7m;,nd c,vl1         152.310.087 
-ium.Kn.iuic    oí    chemicals    ;i n d 
chemical products 
Food manufacturing industries 
Manufacture of rubber products 
Beverage industries 

JNDUSTR^.^EVELOpMENTS IN AsfA  AND  THE  FAR RAST 

000   compared  with   $1,944.000,000   at   the end  of 
1^63, an increase of 10.6 per cent. 

r.vi.11-    7.    ASM,s   AN,,   ,,u,,llms   ,„,   ,,,MMr|lr|AL   BANKs 

  IN   M«»vv   I963-|%4   (Mi  itliI|j„n, 

78,392,499 
46,601,404 
16,100,000 
10,715,000 

Ií"?t.
aíe th(:  fi

(
Ve, maj0r industry ?•P-s which have 

.Ï Mala a"'0 1C "nanCÌal inVCS(mcn,s in ,hc S'a'« 

tndusin'i^'"1'', '° lhC a.nnUal S,atistics üf P"»««» in 
s Kd I y hc Mmistry of ComniL,rce and Indus>r   P 

inv^tm.n, m pionccr C0mpanjcs hjs ^ ^ ^ ^ 

',R«î\Mnpirvr'\,
N

S1AMST,rs '"•'  ,,R'H'Rrss  ,N   'OSTRUì. 
'   '""M,Nr   ,N   ",E  STVTI.S or   MALAYA.   1959-1964 

'"•' '»M /9M 
ASSETS   
Tash    and   balances  with   Centrili 

Malaysia^  and'Siate" üovcrnmeni "" '?4 i9A 

Treasury   Bills   ... ,„ 
Other   Malaysian   and  State  Gov- '°6 125 

ernment   securities   .. |->K IBI 

Advances    and     Malaysian    trade ' 

().hcrb,,Ma|aysisi„-a.;wi,-;         '^        '^      2.040 
Net     overseas     assets    (including "2* "5 

*radC    h"K»       290 I9Î Mfi 

1959 
1960 
1961 
1962 
1963 
1964 

X'-mimi tariial (Mf) 

61,400,000 
156,020,00o 
227,420,000 
357.670.000 
612.960,000 
654.550,000 

3,085 3.174      }->->} 
LIABILITIES -":- 
Capital  and reserves (local banks 

only) ... 
Deposits                                                 , '£* , l6°         167 
Other   Malaysian   Inities   ::;;       ^ 2>•      •* 

3,085       3,174      3,223 

b.    Structure cf the capital market 

The structure of the capici market in Malaysia 
«'II be chscussed under the following sub-headings: 

1     the role of commercial banks in the capital 
market in Malaysia; 

2. special financial institutions in the Malaysian 
capital market; 

3. government finance for industries  and rural 
investment; 

4. stock Exchange; and 
5. new issue market. 

1     The role of commercial banks n the capital market 
in Malaysia 

At the end of 1964 there were 43 licensed banks 

iï   a,opc  !!a,tolal of 378 bankin«offi^- Of  he 43 hcensed banks in Malaysia, 22 are local 
banks operating 239 banking offices.    With  the ex 
panston of banking facilities in 1964 the ratio of per- 

ST g °ffiCe haS Ìmpr0Ved from ,3'«» *> 
>.i   23,000 000 at the end of 1964.    The assets and 
..abto7Of the Malaysian banking system arTshot 

The high level of bank advances in deposits re- ed a gcncra, expamion in the econo     I»s re 

;   r^^V;^frr;handeposi¿ At^ 
to bank!  ,„V ;md advances «eluding loans 

banks and money at call amounted to $2,151,000* 

n. -iTÍC  pU
n
rposcs for whic|i bank  credit  was made 

available  reflected the growth of  investment oppoi 

Ä cnre H' aySÍa     7** arC  SÍ«nÍficant  incr^ m bank credit for manufacturing and construction rc. 

in gpZ tb;tr
milëcmcnl givcn to ind-triai¿>- t'on.     Part of  the increase in credit given  for this 

purpose   was   due  to  advances   made "to   mee   «he 

ST'rl °f   thC
f 

SCaSOnal  rÍCC   milJi"S   ^ry Loans  for the manufacture of rubber, food products 
and other goods also increased steadily. 

Details of the general pattern of bank lendine in 
Malaysia are shown in table 8. ë 

TABtL   8.      Cl ASSir,f UION   .„    LOANS  AND   ADVANC.S   OF   THE 
COMMI RCIAI    BANKS,   1963-1964 

il Dr- 

(million 
M$l 

114.2 

196Ì 

1% »t 
iolal) 

59 

X) luir 1964 it Dir 

(m,II,an 
A/I/ 

126.4 

l%4 

Purpose 

Agriculture 
Mining and 

Ml) 
tmillion 

115.0~ 

CA "/ 
loi al ì 

5.5 

1% ni 
loulì 

5.9 
quarrying          42.2 

Manufacturing   186.8 
Construction       110.2 
Commerce       1,00^.4 
Professional 

2.2 
9.6 
5.7 

51.5 

38.4 
266.7 
125.2 
983.1 

1.8 
12.8 
6.0 

47.2 

34 3 
282.8 
140.4 
999.2 

1.6 
13.1 
6.5 

46.5 
and private 
individuals 

Others 
306.2 
182.2 

15.7 
9.4 

346.7 
207.2 

16.7 
10.0 

344.1 
224.0 

16.0 
10.4 

Total 1,944.2 100.0 2,082.3 100.0 2,151.2 100.0 

Apart from the introduction of the one month 

; Ä ? "*•• '!"ma,imum « "<'££ 
rh»n»   • P     ccnt  Ver annum,  there  was no change ,„ maximum interest ^ m ¿^ ¿^-» 
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in the minimum lending rate of commercial banks in 
Malaya between 30 August 1962 and 24 November 
1964. During this period the maximum interest rate 
on fixed deposits for 3. 6, 9 and 12 months was 4 per 
cent per annum and the minimum lending rate was 
6'/4 per cent per annum. On 25 November 1964 the 
maximum rate of interest for fixed deposits of one 
month was increased to 2 Vi per cent per annum while 
the maximum interest rate of fixed deposits for 3, 6, 
9 and 1 2 months was increased to 5 per cent per an- 
num at the same time as the minmum lending rate 
was increased to 7 per cent per annum. 

Medium- and long-term government interest rates 

Interest rates for government loans during 1961 
were 4>i per cent for five years and 51 á per cent for 
16-18 years. During 1962 interest rates for govern- 
ment loans were 4Vi per cent for two years, 5 per 
cent for five years and 5Vi per cent for 16 18/18-20 
years. Between 30 August 1962 and 24 November 
1964 the rates remained unchanged. As from 25 
November 1964, the interest rate for 18-20 year gov- 
ernment loans was increased to 6 per cent. 

Savings bank deposit rates 

Interest allowed on savings deposits by the Post 
Office Savings Bank and the commercial banks re- 
mained at 2Vi per cent per annum. This has been 
increased to 3 per cent. 

The commercial banks also furnish other services 
in relation to the capital market, such as provision of 
application forms, information in the raising of loans, 
shares, and so forth. 

2.    Special financial institutions in the Malaysian 
capital market 

Special financial institutions in Malaysia may be 
conveniently grouped into two board categories. One 
category may be called savings-mobilization and in- 
vestment institutions, and the other capital-channelling 
or lending institutions. Institutions in the first group 
are the Post Office Savings Bank, the Provident Funds. 
Insurance Companies and the Muslim Pilgrims Cor- 
poration. Institutions in the second group may con- 
veniently be further subdivided into three groups — 
institutions channelling capital primarily into the rural 
areas, such as the Rural Industrial Development Au- 
thority, institutions channelling capital primarily to the 
industrial areas, such as the Malaysian Industrial Fund 
Limited, Borneo Development Corporation; and in- 
stitutions, channelling capital into housing development, 
such as the Malaya Borneo Building Society and the 
Borneo Housing Development Limited. A further 
group covers a number of miscellaneous financial in- 
stitutions such as the National Investment Company 
Limited, finance companies, pawnshops, unit trusts and 
so on. 

(a)    Savings mobilization instituions 
The Employees Provident Fund which was esta- 

blished in  1951 operates in Malaya.    There are no 

central provident statutory funds in Sa bah and Sarawak 
hut consideration is being given to extending the Lm- 
ployecs Provident Fund to these two states. 

(i)     Employees Provident Fund 
In Malaya, the Employees Provident \ und, esta- 

blished in 1951 to provide some form of social 
security, had over 1,400,000 registered contributors at 
the end of 1964 with over $1.067 million to their 
credit. A great portion of the contributions received 
was invested in long-term Government and Public 
Authority Securities amounting to $1.018 million at the 
end of 1964. 

The Employees Provident Fund is an important 
source of finance for the Central Government. 

(ii)     The Post Oflice Savings Hank 
The Post Office Savings Bank in Malaya, at the 

end of 1964 operated 274 offices and held balances 
of $177.3 million for 1,028,000 depositors. The Post 
Office Savings Bank in Malaya is an important source 
of finance for the second five-year development plan; 
it is expected to provide $50,000,000 for the period 
1961-1965. The interest rate of this Savings Bank has 
increased from 2Vi to 3 per cent. 

(iii) The Malayan Muslim Pilgrims Savings 
Corporation 

The Malayan Muslim Pilgrims Savings Corpora- 
tion established by legislation in 1962, aims at provid- 
ing savings facilities specifically for pilgrimage 
purposes. At the end of 1964, there were over 12,000 
depositors with over $835,000 to their credit. In 
time, the Corporation could become a significant 
source of finance for development. 

(iv)    The Insurance Act of 1963 
The Insurance Act of 1963, apart from ensuring 

that insurance business is conducted on sound lines, 
requires that insurance companies maintain a propor- 
tion of their assets in local investments. This propor- 
tion, initially fixed at 25 per cent of the company's 
liabilities in Malaya is to be increased by stages to a 
minimum of 55 per cent. 

Now that the Insurance Act, 1963, has been 
extended to cover Malaysia, the availability of financial 
resources for domestic investment can be expected to 
increase further. At the end of 1964 there were 95 
insurance companies registered in Malaya and in 1963 
premium income for life and general business amounted 
to $70.8 million. 

3.   Capital channelling institutions 

The description of the various capital channelling 
institutions will be described  in  answer to question 

(iii). 
Housing development institutions 

( a ) The Malaya Borneo Building Society Limited 
with an issued capital of $39.7 million, 
operates in Singapore and Malaya and is one 
of the most important sources of finance for 
housing.    The resources of the society are 
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provided   through   medium   and   long-term 
borrmv.ngs.    Loans released in 1964 totalled 
5-5.2 million, whiles! total loans ouMandiniz 
amounted to S 102.7 million, 

(b)   Borneo Housing Development Limited pro- 
vides housing tinanee in Sarawak and Sabah 
The  amount of loan  released in   |%4 wa< 
$8.5 million while mortuuno assets and loans 
outstanding   increased   by   $3.1   million   to 
$-0.1  million at the end of  1964. 

4. Rural investment institutions 

(a) The Rural Industrial Development Authority 
was established in Malaya in 1954 to provide a bn-d 
range ot economic activities in the rural area which 
include rural businesses and industries, small process- 
ing factories, contractu^ and transport. Total amount 
ol loans approved by Rural Industrial Development 
Authority up to the end ol 1964 amounted to V>7 S 
mil on. Plans have been made to extend the activities 
by the Authority  to the other States of Malaysia 

(b) [he Federal ¡.and Development Authority 
was established in 1959 to carry out land development 
and group settlement projects in various states of 
Malaya. „eluded in these group settlement schemes 
Hm he clearing of prima,y jungle for settlement and 
agricultural purposes, especially for ,he piantino ol 
rubber and other cash crops, hut in recent years'"em- 
phasis had been on the cultivation of oil-palm, in line 
with the Government's aim of agricultural diversifica- 
tion. 

it) The Sarawak Development l manee Cor- 
pora,«,,,. The capital resources of the Sarawak De- 
velopment finance Corporation established m I9SX 
were increased to $2.000,000 by an interest-free loan 
o SI (KHMHX) from the state government. The main 
mí¡,,h u «'nation is to promote private invest- 
ment through the provision of loans but with emphasis 
on rural projects such as livestock production, paper 
and rubber processing. The amount of loans approved 
m l%4 was $865.000. M-'ovcu 

M)     The Sabah ( ,edit Corporation occupies -, 
•osmon similar to the Sarawak Development F.nanc 

Corporation  as  a   source  of  rural  finance  in  Sai 
Se   up ,n   1955   the  Corporation aims  at prom^ 
private investment   w„h emphasis on   rural  projects 

Iu7 ! TT u°f l0am apProved in '964 was $367,000, of wh.ch $174,000 was released The 
¡nam   projects   financed   w,e   livestock   production 

^:dfa•:^ronut :md p"ddy ^^ - ^ 
y    Government finance for industries and 

rural investment 

of /ir"" WCrC madc in ,hc ^velo-ment plans 
of the Malaysian territories for governmen ' encour- 
agement to industries and rural investment. •" line 
H. h its policy ol free enterprise the Governmen,   loS 

suiLi    C'PatC   dirCCt,y   in   industri«   but   povd 
»".table eond.tions  to  attract  investments, bcî     S 

-N-HSTR.A,     .„VMoPMms    IN    ASIA   AND   THt:    PAR    TAST 

and  foreign,  for  industrial  development,  through  in- 
come   tax   relief   for   pioneer  companies  for   periods 
ranging ,rom one to five years, double taxation agree- 
ments,   tariff   protection,   and   investment  guarantees, 
lie  Government also „nests heavilv in providing an 

m rastruc;„re   conducive    to   industrial   development 
h  .IK development of industrial estates in various 

sta es,  mercase ,n the electricity generating potential 
water supplies, access roads, bridges and port EïïeV 

In the rural areas,  the Government has taken a 
more active role in providing grants to «he Rural In- 
dustrial Development Authority and the Federal Land 

b he Rural Industrial Development Authority for a 
bread range of economic activities in the rural area? 
including rural businesses and industries, small process- 

ion wT"?' conlrac,inP ;,ntl ««-ansport. The Federal 
•ancl Development Authority was set up bv the Cen- 
ral Governntent mainly to develop group'settlement 

schemes in various states in Malaya 
Allocations were also made in the Development 

ru aï • I1' "nagC :,ml  ,n^Üm Wts ¡n the 
he   ' uV I   TT rUral c,cclrifirat• «heme» and 

other    ural development projects.    Grants and loans 

ment tt^ 'V T°US Sta,C ^vernmcnt* *> imple- ment their rural development projects, especially those 
concerning roads, bridges and water sullies'in the 
rural „reas, h, spearhead rural development the Gov- 
ernment has set up the Ministry of National and Rural 

cvclonment.    Th,s Ministry has been responsive fo 

z Är^rn of thc rurai dc^mL **» * 
b.    Stock Exchange 

of ,hTM ,,OCk Exch;m^ is an important constituent 
ol the Malaysian capital market, and is of great assis- 
Uinee not only ,„ private entcrpnse bu( ^     «»»_ 

Sar-mHTCrnmCnr aPd l0Cal aU,h0riti" in raisi"g capital  and loans.     Transactions are generally  mad^ 
through stockbrokers who are memberfo S•£ 
Exchange of Malaysia. 

Wi''ïgV°mpa!!ics *cnc,a,|y seek a listin« on the 
Stock Exchange, but before being granted a list ne 
-eh companies have to comply with comprane« vf 
»ting requirements designed to protect investor and 
o ensure adequate disclosure of financial and otheí 
nforma ,on. The Central Bank of Malaysia tateTa 

keen interest ,„ the orderly development of the S ock 
Exchange and has supplemented the Stock Exchange's 

TtheTk 1 °ffering adVÍCC and f-ilities for  rading and thc like from time to time. 

inH IhC C,xistcnce of an organized market for equities 
and securities provides liquidity of capital     CaTta 

that the best "bid" aT>L   ?    .arran«ement «sures 
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by-laws for the Stock Exchange activities to be ex- 
tended to Sabah and Sarawak. The Stock Exchange 
publishes a monthly Stock Exchange Gazette and this 
has some influence in directing the flow of funds to- 
ward more prosperous and successful enterprises. 

The Stock Exchange of Malaysia is an association 
of siock brokers in the States of Malaya and the Re- 
public of Singapore. There arc fourteen member firms 
which operate in the following States: 

Kuala Lumpur         6 
Penang           3 
Ipoh          3 
Malacca          2 

14 

There are no jobbers as such though occasionally 
'•orne jobhing is done. As in India, stockbrokers may 
employ remisers, but the number that may be recruited 
is limited and they must be approved by the commit- 
tee of the Stock Exchange. 

The Malaysian stock market is not dominated by 
institutional investors. Provident and trust funds invest 
mainly in government securities. It is intended that 
ihe Trustee Ordinance should be amended to allow for 
investment by trustees and the like in equities, subject 
to certain safeguards as to size of capital and the profit 
record of the selected equity. This should help to 
stimulate the share market. The Insurance Act 
stipulates that an increased percentage of funds must 
be invested locally. The increase is to be spread over 
a number of years and in time would have an effect 
on both the stock and securities markets. 

The Malaysian securities market is small but 
growing. While the Central Bank of Malaysia does not 
engage at the moment in "open market operations", it 
has nevertheless been a strong influence as it has a 
relatively large portfolio of government securities 
which it will sell to stimulate the securities market. 
It will also buy from time to time to augment its port- 
folio. The growth of a securities market has been 
facilitated by the issue of government securities of 
varying maturities so that a wide range of securities of 
from one to twenty years' maturity is now available in 
the market. 

There is also a developing market in government 
Treasury Bills which has been helped by the operations 
of Malaysia's first discount house which commenced 
opeiations early in 1964. Rediscounting facilities have 
been provided by the Central Bank of Malaysia and 
these are frequently made use of. Some M$240 million 
Treasury bills are in circulation and bills of 6, 9 and 12 
months are also available. 

7.    New issue market 

As a result of government encouragement, indus- 
trialization has proceeded fairly rapidly in recent years. 
As a result, many new ventures have been started, some 
with foreign capital, others on a joint venture basis 

and yet others with purely local capital. Many of these 
newly-formed companies have resorted to seeking 
capital in the market by the issue of shares and the sale 
of debentures. 

There arc broadly speaking, four ways in which 
shares can be offered: 

(i)  by an invitation to subscribe by the issue of 
a prospectus; 

(ii)  by   an   offer   for   sale   whereby   institutions, 
groups of individuals or stockbrokers take up 
all or a large part of the issue of the company 
and offer them to the public at a fixed price; 
in such a case particulars have to be provided 
to the public as also in the case of an issue 
by prospectus; 

(iii)  by private placing with institutions or other 
investors or stockbrokers followed by listing 
of the shares in the Stock Exchange; 

(¡v)  by an offer to existing shareholders. 

The first two arc the more usual methods followed in 
Malaya.   In 1963 thirteen companies raised $65,707,- 
995. Of these, six were by public issue, five were offers 
for sale and two were private placements.    In  1964, 
twelve companies attempted to raise capital and of 
them eleven were successful.    Of these, five were by 
public issue, four by tender and two by private place- 
ment.   The amount raised was $43,791,980. 

c.    Measures taken to promote savings and chan- 
nel them into industry 

There arc no specific measures to channel govern- 
ment and business savings into industries but there are 
three main existing capital channelling institutions 
which participate in industrial promotion and invest- 
ment: 

1.    The Malaysian Industrial Development 
Finance Limited 

The Malaysian Industrial Development Finance 
Limited was established in 1960 with capital subscribed 
by the Central Government, commercial banks, in- 
surance companies and the public, to provide long- 
term loans for industrial development, factory mort- 
gages and hire-purchase facilities for industrial 
machinery purchases. In 1963, the capital resources 
were increased by an interest-free loan of $37.5 million 
from the Central Government, of which $22.5 million 
was paid to the company, a loan of $24 million from 
the World Bank and an increase of its capital of $225 
million, of which 60 per cent was paid up. Loans 
outstanding at the end of 1964 amounted to $23.4 
million. 

2. Borneo Development Corporation Limited 

The Corporation operates in both Sabah and 
Sarawak. Its activities consist mainly of the provision 
of mortgage finance for the construction of industrial 
buildings and for the development of industrial estates. 
Out of the investment of $3.5 million approved at the 
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end of 1964. $3.4 million was for projects in Sarawak 
and the remainder for Sabah. Of the eighteen factories 
financed by the corporation in Kuehing. fifteen wer: 
completed and one was still under construction at the 
end of 1964. In Sibu the corporation financed the 
construction of eight godowns costing approximately 
$640,000. 

d.     Mobilization of private capital 
It is generally believed that capital is not a scuce 

factor in Malaysia. However, the States of Malaya, 
Sabah, and Sarawak are traditionally agricultural 
economies where most of the local capital and financ- 
ing institutions have been used to develop the rubber, 
tin and timber industries. The major part of the capital 
in the States of Malava has been accumulated from 
profits from rubber and tin. In the past four years an 
increasing number of local business circles and traders 
have shown a keen interest in investing in industries. 
In fact, they have invested in various industrial projects 
either by themselves or by incorporation with foreign 
capital. 

Up to 28 February 1965 the local called-up 
capital in Malaysia amounted to $189,021,898 while 
the total called-up capital amounted to $467,387,848. 
As can be seen, local called-up capital constitutes 38.6 
per cent of the total called-up capital in Malaysia. 

Once new industrial enterprises have been soundly 
organized they can generally raise capital in the market 
through the Malaysian Stock exchange which is now 
playing an important role in the mobilization of capital 
for industrial development. 

e. Inflow of foreign  capítol 
To date, capital from foreign sources amounted to 

about 61.4 percent of the capital of 254 pioneer com- 
panies in Malaysia. So far the response from foreign 
investors willing to go into joint ventures with local 
entrepreneurs who lack technical know-how has been 
quite successful. 

f. Measure«  for servicing  external public debts 
As evidenced by the attached schedule (appendix 

2), Malaysia has not as yet relied to any significant 
extent on public borrowing from external sources al- 
though current public development plans have been 
formulated on the assumption that a certain amount of 
foreign capital would be available to bridge the gap 
between investment targets and available domestic re- 
sources. 

In the second five-year plan (1961-1965) for 
Malaya, it >as forecast that an investment of $1,070 
million of foreign capital would be needed to finance 
more than one-fifth of the plan. Of this amount, it was 
expected that $585 million would come from external 
public loans and grants-in-aid and $485 million from 
private foreign capital (including retained earnings of 
foreign companies). It is not possible at this stage to 
say whether the target for public external loans will be 
reached. 

Servicing foreign capital 
Article 98 of the Constitution of Malaysia and 

similar clauses in the constitutions of the States in 
Malaysia provide that all debt charges for which the 
several governments are directly liable, shall be charged 
on their respective Consolidated Funds. In other 
words, public debt servicing has a prior claim on all 
moneys and revenues entered in the Consolidated Fund 
and ranks pari passu with a few other similar claims 
on the Fund. Such expenditures are charged on the 
Consolidated Fund without further legislative authority. 
All other expenditures from the Consolidated Fund 
must be appropriated annually by Parliament in the 
case of the Central Government, and by the various 
legislative assemblies in the case of the state govern- 
ments. 

The Government of Malaysia and the state 
governments have paid when due, the full amount of 
principal and interest, and complied with amortization 
or sinking fund requirements for all foreign debts. 

In   addition,   the   Malaysian   Government   has 
guaranteed the principal and interest, payable in respect 
of certain foreign obligations of statutory authorities. 
These authorities, too, have made ample provisions out 
of their revenues for the servicing of their foreign debts. 

On the whole, service charges on official foreign 
capital brought into Malaysia have not been large in 
relation either to public revenues or to export earnings. 
For instance, the Malaysian Government, whose total 
direct foreign debt amounted to $438 million at the 
end of 1964 and comprised more than 60 per cent of 
the total official foreign debt, spent in 1964 $11 million 
on amortization, $14 million on interest charges and 
$14 million on sinking fund provisions in respect of its 
direct foreign debt.    The total was equivalent to 2.0 
per cent of budget revenues, and 0.7 per cent of export 
earnings for the year.   Current estimates indicate that 
foreign   debt  service   requirements   for   the   Central 
Government and other components of the public sector 
for the years 1965-1970 in respect of foreign debt out- 
standing at the end of 1964, should pose no problem 
for the Malaysian economy,    (see appendix 2) 

General 
On present indications, Malaysia has the capacity 

to service a much larger foreign debt, official and pri- 
vate, than the present one. At the present time, Malay- 
sia is exploring several possibilities to raise additional 
foreign official capital. 

g.    Measures taken to encourage joint ventures 
between domestic and foreign entrepreneurs 

The Malaysian Government is conscious of the 
fact that technical know-how is lacking in the country 
and in order to enjoy the benefits of the latest techni- 
ques and production methods, it encourages the 
establishment of joint ventures between local and 
foreign investors. In order to encourage this the 
governments of the Malaysian territories have adopted 
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a liberal attitude in respect of remittance of profits and 
dividends of foreign capital. Of course, as has been 
mentioned earlier in this paper, the Government also 
provides tax holidays, tariff protection, readily serviced 
industrial estates and other inducements. 

h.    Public ownership 

There are no provisions made by the Government 
of Malaysia in the event of nationalization of foreign- 
owned industries. To date, however, no industries in 
Malaysia have been nationalized and for the foreseeable 
future it is inconceivable that nationalization of indus- 
tries in the private sector should take place. The 
Government has signed two investment guarantee 
agreements, one with West Germany and another with 
the United States and might be prepared to enter into 
similar agreements with other countries. 

i.    Remittance of profits, dividends end  foreign 
capital 

The Malaysian Government does not adopt any 
restriction in respect of the remittance of profits and 
dividends of foreign capital. Remittance of profits and 
dividends out of the sterling area will require permis- 
sion which is readily granted from the Controller of 
Foreign Exchange. This is one of the inducements for 
investment in Malaysia. 

j.    Areas  of  industrial activity open  to  foreign 
investors 

All areas of industrial activity are open to foreign 
investors. There are no regulations prohibiting owner- 
ship or control of foreign industrial enterprises. Over- 
seas investors are, however, usually encouraged to form 
joint ventures with local capital. 

k.    Steps taken to encourage foreign investment 
in the country 

To encourage foreign investment in Malaysia the 
Government provides certain infrastructural facilities 
and other inducements such as the tax holiday for a 
period ranging from two to five years, industrial estates, 
no restriction in respect of remittance of profits and 
dividends, import duty exemption and tariff protection. 

I.    Measures and regulations affecting the import 
of technical know-how 

With respect to the import of technical know-how 
in terms of tapping the technological resources of well- 
established firms overseas for local enterprises, the 
Government is prepared to permit the payment of 
royalty and other technical fees. However, to ensure 
that there is no excessive outward flow of the Malaysian 
currency, pioneer companies must obtain the prior 
written approval of the Ministry of Commerce and In- 
dustry before entering into any form of management or 
technical agreement with overseas firms. 

VI.    INSTITUTIONAL ARRANGEMENTS FOR 
INDUSTRIAL PROMOTION 

a. Industrial development eornnrntinn« 

1. Industrial Development Division, 
Ministry of Commerce and Industry 

Following the recommendations of the Working 
Party on Industrial Development in 1957, the Indus- 
trial Development Division of the Ministry of Com- 
merce and Industry was established, to assist the 
Ministry in formulating and implementing the Govern- 
ment's policy on industrialization and in the adminis- 
tration of the Pioneer Industries Ordinance. In the 
course of its work the Industrial Development Division 
also undertakes the processing and evaluation of 
pioneer industries applications and industrial promo- 
tion. 

2. Federal Industrial Development Authority 
Besides the existing industrial development or- 

ganizations, the Government of Malaysia proposes to 
establish the Federal Industrial Development Authority 
to co-ordinate industrial development policies through- 
out Malaysia. This body will also undertake economic 
feasibility studies and industrial possibilities, industrial 
promotion work, industrial site development and the 
evaluation of applications for pioneer status. The 
Federal Industrial Development Authority will be en- 
trusted with the promotion of industries for the whole 
of Malaysia and will devote itself to the promotion of 
industries; thus, the work of these organizations will be 
complementary. 

b. Industrial development banks 

1. Malaysian Industrial Development Finance Limited 
The Malaysian Industrial Development Finance 

Limited (MIDFL) was set up to stimulate indus- 
trialization in Malaysia by assisting manufacturers who 
need capital and technical or financial advice. 

The Malaysian Industrial Development Finance 
Limited provides medium and long-term loans for the 
purchase of the fixed capital assets of a factory such as 
land, buildings, plant and machinery. MIDFL can 
normally provide up to half of the total financial capital 
required for new or existing projects. It can also offer 
debenture, preference or equity share participation in 
public or private companies. In providing this kind of 
assistance it prefers in the long run to sell out its in- 
terest in the company to the existing shareholders on 
terms previously arranged. 

For the purchase of factory buildings together 
with the land on which they are to be created, MIDFL 
operates a factory mortgage scheme which will enable 
manufacturers to obtain suitable premises for their 
operations. Up to 80 per cent of the cost can be 
granted on a long-term easy repayment basis. To assist 
in the financing of machinery and equipment MIDFL 
operates a hire-purchase scheme whereby it will under- 
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take to supply major items of industrial equipment on 
a payment-by-instaiment basis. Upon deposit of an 
initial instalment of at least 25 per cent of the c.i.f. 
price of the plant or machinery, the remaining 75 per 
cent being advanced by MIDFL, it is hire-purchased at 
rentals payable monthly over a maximum of three years. 
In addition to these direct methods of finance it also 
acts as an issuing house for capital flotations for new 
or existing companies and is e\en prepared to under- 
write capital issues. 

In conjunction with overseas associates it can 
organize turnkey projects which are ready-made plans 
for the building and establishment of suitable produc- 
tion units. They include detailed descriptions of capital 
cost, plant layout, equipment and labour requirements. 
Also included in such plans are proposals for the pro- 
vision of on-site technical assistance by the suppliers of 
the machinery as well as suitable credit facilities. Plans 
can be drawn up to suit the individuals needs of local 
manufacturers. 

Borneo Development Corporation Limited 

Its activities in Sabah and Sarawak consist prin- 
cipally of the protection of mortgage finance for the 
construction of industrial buildings and the develop- 
ment of industrial estates. 

c. Management and productivity centres 

The National Productivity Centre, Petaling laya 
The National Productivity Centre in Petaling Jaya 

provides all forms of managerial and supervisory train- 
ing as well as training of workers. The Productivity 
Centre attempts to improve the efficiency of industrial 
operations with particular reference to methods of in- 
creasing productivity, of improving the quality of local 
goods, of lowering costs and of developing better 
labour/management relations. 

d. Industrial research and extension institutions 

1.    National Institute of Scientific 
and Industrial Research 

The Malaysian Government proposes to establish 
the National Institute of Scientific and Industrial Re- 
search to assist in the development of industry and 
technology. The Institute will include a Division of In- 
dustrial Technology which will discover new uses for 
new materials in turning out manufactured products 
and a National Testing Division for testing manufac- 
tured products. 

2.    The National Standards Institution 

The main function of this institution will be to 
enable the Government to maintain quality control of 
the products produced by industries and it will also 
provide facilities for testing and inspecting, to support, 
certify, approve and license the standards marks which 
indicate conformity with standards issues. 

e.    Evaluation of success achieved and problems 
faced 

1.    Industrial Development Division, 
Ministry of Commerce and Industry 

The success of the work or of the functions of the 
Industrial Development Division can be judged by the 
fact that over a period of six years, 108 pioneer com- 
panies have been established with the total nominal 
capital of $654,550,000. Out of the total $214,324,348 
have already been called up. In the initial phase these 
pioneer companies have also been able to provide 
employment for 10,225 persons and it is estimated that 
when in full production they will be able to provide 
employment opportunities for 13,868 persons. 

The industries that have been established include 
chemical and allied industries, food processing indus- 
tries, sugar refining, cement and structural concrete 
products and textile. 

2. Industrial development banks 

Malaysian Industrial Development Finance Limited 
To date, the Malaysian Industrial Development 

Finance Limited has drawn an equivalent of M$7.5 
million from a line of credit extended by the Interna- 
tional Bank for re-construction and development. In 
its promotion of industrialization in Malaysia this 
amount has been invested in the following industries: 
plywood/veneer — US$ 330,000 (M$ 1.0 million) 
flour — Stg. £    350,000 (M$3.0 million) 
cement —US$    1,170,000 (M$3.5 million) 

VII.    TECHNICAL  TRAINING:   MANPOWER 
DEVELOPMENT 

a.    Manpower surveys and the need for trained 
personnel 
A manpower survey in the States of Malaya was 

initiated by the Economic Planning Unit and the 
Ministry of Labour early in 1965. In the past, apart 
from the basic data yielded by population censuses 
which are normally conducted at ten-year intervals, 
haidly any manpower information has been available 
with the kind of detail necessary for sound educational 
and development planning. The studies undertaken 
have aimed or will aim at overcoming this shortage of 
manpower information through the collection of data 
on various significant characteristics and distribution of 
the nation's current stock of manpower. It is planned 
to follow this with attempts to assess both future supply 
and demand potentialities which would then provide an 
important basis for the formulation of policy to in- 
crease the contribution of human resources in ac- 
celerating economic and social development. 

The purpose of the manpower survey which got 
under way in late February 1965 is to enable the 
Government to know the number of trainees in each 
establishment and the number of working proprietors, 
working partners and unpaid family workers in each 
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establishment.   From a study of this survey the Central 
Government proposes to: 

(i) formulate and implement the economic de- 
velopment plans and programmes aimed at 
creating employment opportunities, 

(ii) expand training facilities to up-grade the 
level of skill throughout the country; 

(iii) equip the increasing work force for produc- 
tive employment. 

Manpower Sub-Committee, National Development 
Planning Committee 

This sub-committee has been formed with the 
following terms of reference: 

(i) to review the manpower planning pro- 
gramme and to advise as to its content and 
the priorities implied, including identification 
and definition of problems requiring atten- 
tion 

(ii) to participate in the assessment of problems 
and the development of plans and pro- 
grammes. 

(iii) in the longer range context to guide and 
assist the development of a rational Malay- 
sia-wide set of manpower development and 
utilization policies designed to maximize 
national unity and development in all parts 
of the country. 

Higher Education Planning Committee 

The Higher Education Planning Committee was 
established with the purpose of submitting and making 
a study of the requirements of "higher level manpower" 
by the nation and also to look into the measures to be 
taken by the Government on present and projected 
needs for higher education by its people. 

State of Sabah 

In the State of Sabah a report of manpower en- 
quiry was conducted during September 1964. The 
Government conducted an eight-day enquiry into its 
manpower problems. The observations made included 
the over-all labour market situation, the education and 
training system, transfer of labour from other Malay- 
sian States, employers' training responsibilities, public 
training programmes and organization of the labour 
market. The enquiry called for a manpower survey for 
the guidance of educational planners and other govern- 
ment departments in the state. 

3 s 

b. Forecasts   ef   rK«   Mur«   need*   for  trained 

No forecast has been made as yet m the various 
territories m Malaysia pending results of the more 
comprehensive manpower surveys that are being un- 
dertaken since  1964 

c. Training  »roframme rar different  categories 
of owsomiol 

States of Malaya 

i or the skilled foremen and operatives level there 
is a Central Apprenticeship Board which trains skilled 
tradesmen for the various industries There are also 
the existing training facilities such as the Technical 
Institutes in Pcnang and Kuala I umpur and the Junior 
Trade Schools in Johore Bahru and Ipoh However, a 
big step forward in Malaysia's effort to meet the grow 
ing demand for skilled technicians was taken with the 
opening of the $2.2 million Industrial Training Institute 
in Kuala Lumpur this year 

The University of Malaya provides courses for 
students to become qualified as engineers, doctors, 
dentists, and pharmacists, and it also has a section on 
Business Administration and Accounting in the Faculty 
of Economics and Administration to train under- 
graduates to be equipped for appointments at mana- 
gerial levels in the various industrial enterprises. 

State oj Sarawak 

Technical education began in the State of Sarawak 
with the opening of a Nautical School in Kuching in 
1959 and has expanded to include a Commercial 
Institute and a Trade School. 

4.      MooiltMtiOM  ©•  M*f*Wtr  WMIKM 

The stage of manpower evaluation has not yet been 
reached as Malaysia is just beginning to formulate a 
manpower planning policy and programme which will 
form part of the first Malaysian development plan 

VIII.    DIVILOrMINT OF MAJOR INDUSTRIES 

In Malaysia the industrial sector is left completely 
to private enterprise. The role of the Government is 
to provide facilities and factors conducive to industrial 
development. 

The Department of Statistics of the States of 
Malaya conducts an annual survey of manufacturing 
industries. The position of the existing major industries 
in the States of Malaya may be obtained from these 
survey» and censuses, extracts from which are given in 
tables 9-11. 
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1*111 f   10     ANNUI  oi.m.r OF MWFMHIIW,, PROCESSING,   MININO   \ND   FOREST-RASED  INDUSTRIES, 

I 960- I 964 

l'/64 i itti   Sep ) 

1 Ruhber   Milling 
Milled    rubber 
( repe 

2 Imex   Processoli; 
Piocessed   lalex 

1     (opra   and  Palm   kcnel 
( opra     «stale 

smallholding 
Palm kernel* 

4    Oil   Milling 
Coconut    oil 
Palm   oil 
f oconut   cake 

1     Tea 
I ea   i Mai k   and   green ) 

6 Rue   Milium 
Milled   rice 
Br,in   and  char) 

7 Tabacco   Piodut IS 

Cigarette* 
Cigar*  and cheroots 
Tobacco 

8 Beverages 
Cordials  and aerated  waters 

9 Biscuit   Manufacture 
Biscuit 

10     MI\I    ( hemuul  Produits 
Soap 

I 1     Rubber  footwear 
Canvas    shoe«     with     rubber 

*oles 
Slipper*    and    other    footwear 

wholly and partly  of rubber 
Soles   and   heels 

12    Mise    Rubber   Produits 
Rusher   sheeting   and   matting 
Foam   rubber   mattresses 
Other    foam   rubber    products 
Ruhber   compound 
Tubing   and   hose 
I ubing  and  hose (part rubber l 
Bicvvle   tube* 
Solid   tyring 
Other   rubber  good» 

! 1    Strutturai   Concrete   Products 
Concrete   potts 
Paving   slab* 
Floor   tiles 
Septa   tanks 
Channels and  inverts 
Spun  concrete  ptpes  i diameter 

under   12") 
Spun  concrete  pipes   t between 

I*     l*"» 
Spun     concrete     pipes     i ovci 

Ms" » 
( ement 
Asbesto* cement  reoAng sheets 

< fnent    bricks 

!4       Strut tumi    (luv     P'OduitS 
Y*i nern   bucks 
Ktsofi.ig    tiles    if nine««    type» 

'French    type) 

Tens 
Tons 

Ions 

Ton* 
Tons 
Tons 

Tons 
Torts 
Tons 

lb 

Piculs 
Piculs 

lb 
lb 
Tb 

Gal 

Cwt 

Cwt 

24,778 
84,861 

m.Mi 

12. 109 
140.650 
21.672 

73.61) 
10.141 
45,680 

1.595.000 

4.297.0(H) 
2.286.000 

7.879 0(K) 
1,765,000 
2.115,000 

12.1)0,000 

119,000 

156.000 

Dot pairs        710,43* 

19,826 
74,126 

103,355 

11.841 
127,644 
24 227 

87,167 
91148 
52,564 

1.809,000 

4.475,000 
2.131.000 

9,517,000 
1.77 J.000 
2.326,000 

12.674,000 

140,000 

371,000 

710,715 

17.010 
76,576 

112,119 

.11.214 
99.694 
27,844 

91,660 
106.462 
54.137 

6,260,000 

3,709,000 
1,754,000 

I 1.021.000 
1,628.000 
2,250,000 

12,518,000 

353,000 

384.000 

698.364 

9.247 
74.896 

115.761 

33,219 
104,579 
30,135 

71.281 
123.649 
45.145 

6,020.000 

3,751.000 
1,789,000 

I2.814.000 
1.598,000 
2,131,000 

11.686.000 

153,000 

450,000 

743,329 

13,240 
53,257 

93,054 

23,285 
n a 

21,217 

46,775 
85,002 
29,878 

5,200.000 

2.919,000 
1.361,000 

9,849.000 
1.133.000 
1,595,000 

10,475,000 

266,000 

150,000 

649,774 

Do?  pairs 718.111 726.461 812,672 928 186 740,070 

Do/ pairs 80.871 91,74* 72,322 33,625 41,27» 

Value   MS 4,148,000 4,924,000 5,087,000 4,577,000 3,413,000 
Pieces 45,472 48.192 55,759 59,163 51,673 
lb 1,012,409 1.422.818 1,706,592 2,064,510 1,901,614 
lb 3,503.000 3,577,000 3,493,000 4.021,000 3,737,000 
lb 252,000 170,000 149,000 120,000 76.000 
Ft 416,000 344,000 410,000 378,000 317,000 
Piece* 1 218.000 1.822,000 2.026,000 2,125,000 1,802,000 
Ft 101,000 69,000 251.000 182,000 396,000 
lb 1 222.000 1 186,000 1,845.000 1,654,000 1.305,000 

Pieces 17,720 11,410 26,035 38.810 22.465 
Pieces 1 36.594 111.915 148,787 162.609 128,313 
Pieces 209,265 193,134 156,927 110,142 108,778 
Pieces 826 401 1,014 671 3** 
Pieces 385,481 331,243 383, m 434,653 301,911 

Ft 60.268 65.345 72.737 «6,618 46,610 

Ft 84.507 1 38 289 151,4t6 156,635 101,129 

Ft 22.612 15,920 54.724 34.880 22,26» 
Ions 281 862 125,571 320,547 355,963 290.4*8 
Pieces 2.180 12.112 8,8*0 3,338 1.643 
Pieces 1  191.000 2,619,000 1,346,000 1,513,000 1,267,000 

Pieces '1,1*8 ,000 87,717,000 99,524,000 109,493,000 85,905.000 
Pieces 1714.000 1,3*1,000 3,035,000 2,731.000 2.058.0OO 
Pieces 1 797.001) 5,570,000 6,433.000 7,204,000 n.a. 
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industri/ una Pruduta <•„, I'MiO 1961 1962 I96i 1964 l/ait   Sep ) 

Earlhern  pipes — glazed and 
unglazed 

Diameter 6" and under Ft. 788,501 863,379 889,675 950,461 630,252 
7" and over Ft 128,967 136,678 210,363 263,080 254,995 

Earthern channeli  Ft 41.856 24,308 28,733 17,500 14.000 
IV Mining Industries 

Tin  in concentrate Tons 51,979 56.028 58,603 59,947 44,618 
Iron ore      Tons 5,640,258 6,733.520 6,507,302 7,264,543 5,328,104 
Gold raw      Troy Oz 20,745 12,486 6,924 9,116 6,082 
Bauxite Tons 451,958 409,881 349,419 444.047 345,524 
Ilmenite                Tons 118.242 106,975 101,657 147,014 92,084 
Coal Tons 6,847 Nil Nil Nil Nil 

16. Timber and   Fuel 
limber  round Solid cu ft 79,452,000 78,173,000 81.625.000 95,265,000 u.a. 
Poles ,, 1.932,000 2,278,000 2.544,000 2,920,000 n a 
Charcoal  10,794,000 10,469,000 10,202.000 10,674,000 n.a 
Firewood                          . 7,302,000 8.172,000 6,680.000 5,878.000 n.a. 

1.000 tons of 
Sawn timber   . 50 cu. ft. 7294 711 1 755.7 507 6 R.I. 

Source:    Monthly Statistical   Bulletins  of the  States  of Malaya 

TAìIE II     PRINCIPAL STATISTICS OF SELECTED MANIUCTURING INDLSTWES, 1959-1962 

Mi 

Processing of estate-type 
agricultural produits in 
stories off estate 

V ulne at 
al ulti year end 

Inventory on ned 
mnnutaaured inyomi 

../ rilahluH produca 
tete 1 Vf 1)110) (Mi 0001 Opening             (loi 
ff) il ll)i ir.* 'Fi                      II. 

Sumber ol 
p*iâ employcet 
ut December It 

Purl- 
Smlurir 

1 include) •né 
>! output 
¡ut imi 

¡m • 1                        ih 'Kl 

Rubber re milling 1959 65 268,857 252,045 n.a u.a. 23,275 4,910 81 8,302 
off estait 19*0 68 301,366 272.627 25,568 21,034 24,205 5,082 113 8,71 3 

1%) 69 205,779 176,441 20,908 15.721 24.158 4,937 115 8,449 
1962 63 211.161 204,45* 15.681 26,124 17.148 4,982 140 8.213 
(old) 
1962 72 217.719 210,393 16.322 26.979 17,983 5,222 147 846« 
(new) 

Rubber latex  prociI»¡R; 1959 14 186.075 174,474 n a. n.a 12.872 2,375 64 4,810 
off estates 19*0 14 197,979 177.369 14.977 13.168 18.801 2.316 6 5,129 

1961 14 146,622 128.084 13.029 10,414 15.923 2,000 9 4,1*2 
1962 12 158.235 137,685 10.848 12.0*0 21.762 2. IM K 4 402 

Crude coconut oil 1959 71 87.718 81.585 3.829 5,279 7,583 859 2t 1.288 
mill  off estates I960 74 74.995 71,138 5.279 5 9*8 4.53* 824 II 1,293 

1961 73 72,612 **,252 6,252 4.755 7,8*3 827 *•> 1.3*0 
1962 *9 70,03 3 *4,053 4,665 3,**2 5.277 783 64 1,353 
(okf) 
19*2 71 73,338 67.278 4.713 4,052 5 399 799 ** 1.175 

(MTW) 

rood manufacturing iiulustries 
Ic« cream and other 195» 3Î 3,998 2,072 28« 3*3 2,003 3 3* 24 5*3 

dairy  products I960 32 3,833 2,100 343 327 1,717 3 34 17 «33 
19*1 31 7.585 7,53* 49* 2.834 2,387 423 15 I.0JO 
19*2 31 13.47* 9,2*8 2,848 M 50 4.810 549 48 1,451 
(aid) 
19*2 55 14,074 9.607 2 868 '472 5.07 1 Mr*, 55 1,50« 

(new) 
Large rice mills 195» 77 87,399 80,935 13,818 13,807 6,453 1,735 78 3,101 

19*0 76 118,795 105.086 13,755 10,790 10,744 1 791 *9 3,57» 
19*1 76 116.927 104,759 10,394 7,314 9.088 1 819 77 3,616 
19*2 74 102,970 95,742 7,374 7,442 7,29* 1 ,*70 11* 3.297 

iiscuit  factories 1959 SO 15.99* 11,405 1 033 1,159 4,717 1,128 81 1 «91 
19*0 83 17.510 12.640 1 216 1 399 5.143 1.4*9 88 1,841 
19*1 81 18.941 14.029 1 5|| 1*47 5 048 1.555 77 2.248 
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1.1) IB- ff) 

76 

in' 

20.876 

IF. 

IV92I 

'Fl 

1.614 

i ,) 

2.004 

IH) II) II fifi 

i%: 5.345 1,708 77 2,551 
(old) 
i%: 136 22.962 17.4 39 1.70S 2.114 5,932 1.865 115 2,709 

Ice   fat loi ics iw 49 4.902 1.935 103 102 2,966 561 2 3 1,477 
i%o 48 5.950 1.822 96 91 4.125 5 14 8 1.450 
l%! 51 5.841 1,889 98 96 1 osi» 517 10 1.384 
1962 5 4 6,425 2.0X0 1(13 P2 4.354 543 17 1,481 

Beverage mann m unni;  in linlncs 
Soft drinks  and 1959 7.1 r 380 7,688 2.278 2.244 9.65« 1 792 67 3,157 

carbonated bevei age-. I960 71 19.769 8.863 2.P9 2.522 Il 249 1.911 59 3,324 
l%l ~!2 20.399 9.023 2,476 2,254 11.145 1,912 97 3.549 
i1»*,: 69 20.3-M 8.894 2,226 2.331 11.582 1.861 65 3,670 
(oidi 
1962 

( new ) 
I ohm co proti inf.   niuniiftii luring 
Industries 1959 

I960 
19hl 

1962 

M imj frodm i\  immutili luring 
industries 

Sawmills, pi\ wood and 
particle   board   nulls 

Joineries 

Wooden boxes   uses 
and  cíales 

Kiibher products 
muii'ifui luring   industries 

Rubber   footwear   foam 
rubber    products    and 
rubber products n e.c a 

( hemiral   prinliu Is 
numuhit luring   industries 

Refined  coconut   oil 

lihble vegetable oils and 
fats, and other veget 
able and animal oils 
and  fats,   nee 

Paint*, varnishes 
and  lacquers 

Soap*    washing   and 
cleaning  compounds 

Medicinal     and     phar- 
maceutical preparations 

1959 
I960 
1961 
1962 
Ioidi 
1962 

I ne« i 
|959 
I960 
1961 
1962 
1959 
I960 
1961 
1962 

1959 
I960 
1961 
1962 

1959 
I960 
1961 
1962 

( old I 
1962 
(new) 
I9S9 
I960 
1961 
1962 
1959 
1960 
1961 
1962 
|9<9 
I960 
1961 
1962 
fold) 
1962 

(new ) 
1959 
1960 
1961 

811 

143 
149 
146 
143 

355 
369 
374 
360 

198 

11 
34 
17 
41 
25 
24 
28 
11 

46 
45 
43 
46 

10 
12 
12 
II 

19 

20 
22 
21 
28 

1 
5 
7 
9 

31 
29 
32 
10 

59 

16 
15 
16 

20912 

48.252 
94.453 

I 15,008 
147.169 

75,362 
105,100 
94 162 
98.192 

102.9-M 

2 369 
3,061 
3 8i; 
4.947 

505 
945 

1,160 
I 001 

.31.280 
37.541 
19.548 
42 127 

10,878 
11 547 
12 296 
14 046 

17,718 

7,840 
8.295 
6,922 
7,895 
1.511 
4,018 
7,125 
9,884 

12,282 
15 198 
15.196 
23.375 

24 175 

I 728 
3.157 
4.278 

9.248 

4I.8H 
80.348 

106,008 
121.506 

47,815 

69.560 
62.168 
62.161 

65 142 

1.407 
1.799 
2,426 
2 965 

115 
511 
664 
521 

19.118 
25 620 
24,603 
27.056 

10,165 
10812 
1! 592 
11.114 

16 695 

5 148 
5,470 
4.601 
4,982 
2.605 
? 990 
5 589 
6 69« 
7.654 
8.429 

10,726 
11.612 

14 181 

I 182 
2.116 
1 975 

2.260 

5,429 
9.295 

13,180 
25.800 

n a. 
5.373 
5 954 
6,990 

7.189 

n a. 
208 
197 
370 

35 
39 
51 
50 

5 450 
5 886 
6,510 
7.187 

462 
511 
444 
546 

618 

I  171 
1 095 
1.051 
1,013 

2,245 
2.501 
3,351 
2 756 
2.475 
2,921 
4,872 

4.968 

411 
522 

I 206 

2.T6 

9,611 
11.056 
25,702 
28.019 

n a 
6,268 
7.014 
7.081 

7.514 

n a 
175 

342 
44 7 

16 
52 
48 
60 

5.885 
6.275 
7,P2 
7 621 

521 

545 
461 

391 

465 

1.0% 
1,010 

1,002 
89« 

2,245 
2.891 

3,552 
4.340 

3,415 

2.120 
4.831 

5,400 

5 512 

405 

I 188 

I 1(H) 

I 1.8(8) 

10,624 
17.866 

22 219 

27.882 

26,949 

36,4 3 5 

.3 3.054 
36.120 

37,957 

987 
1.229 
1 55| 

2 059 
27| 
425 
491 
492 

12.377 

14 312 
15,607 

15 705 

572 
749 
721 
577 

870 

2,617 
2,740 
2,272 
2,798 
1,151 
1,696 
2,587 
3.991 
5.287 
6,614 
6.180 

10,291 

10,536 

540 
1.68 7 
2 197 

1.917 

3,122 
3.345 
3.484 
3,815 

7,464 
8,841 
8.591 
8,925 

9.470 

372 
364 
4M 
518 

86 
112 
167 
154 

4,9-M 
4 9'4 
5,375 
5 579 

116 
123 
120 
143 

I6| 

211 
234 
25 3 
270 
103 
158 
265 
295 

594 

660 

735 

906 

221 
260 
284 

70 

3 48 
358 
39ft 
379 

195 
2 39 
268 
211 

248 

2.723 

1,539 
4,162 
4.512 
4,911 

12,776 
17,292 
17,197 
17,852 

198(H) 

11 633 
27 706 
27 909 
56 1.323 
12 112 
61 162 
14 203 
52 226 

59 5,992 
54 6,846 
54 7,212 
82 7.612 

6 192 
1 1 1*2 

1 207 
1 261 

28» 

499 
1 601 
2 685 
3 715 

2)6 
1 Ml 
1 696 

972 
2 1,764 
; 2,050 

10 2,295 
7 2,742 

28 

18 
9 

12 

2801 

188 
301 
403 
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Perfumes, cosmetics and 
Unlet   preparations 

Matches 

All  other chemical pro- 
ducts   industries'1 

Vu« metullu   mineral produits 
niuniifm luring industrie* 

Structural clay products 

Poticiv, china and 
earthenware products 

Stiuctural cement and 
concret« product*'' 

Basii   metals and metal produits 
manulm luring industries 

Iron   foundries 

Architectural  metal 
products 

Wire and wire products 

i>m 
19*0 
I9*i 
19*7 
(old) 
19*2 

( new) 
1959 
I960 
19*1 
1962 
(old) 
19*2 

(new) 

19^9 
19*0 
19*1 
19*2 
(old) 
19*2 

(new) 

<*) <C> II» 

1962 16 4,637 
( old ) 
1962 5* 6.191 

( new i 

1954 II 2 449 
1960 15 .1,394 
1961 15 n.4*2 
1962 M 9511 
fold) 
I'»(S2 52 11.415 

( new l 

1959 1 2.752 

19*0 1 2.7(14 

19*1 1 2.818 
1962 1 IUI« 

1959 29 9015 
1960 29 I I 059 

1961 10 15*5 15 

1962 28 14 09« 

(old! 

1962 84 15 492 
(new) 

24 

31 

13 

2» 

2» 

9 

II 
13 

1 . 

24 

2 119 

I **2 

2.4M 
2,5*1 

2.*'"0 

5 500 

2.555 

3.70« 

3, «75 

4.507 

6,20* 

IF-' 

1.899 

2.748 

1.9 M 

1.748 
4,616 

4.212 

5.552 

1.552 
1 243 
1.2*9 

98* 

6.800 
8 228 

11.092 
9877 

10,894 

l'H4 60 5.0*1 1 796 
14*0 58 5.81 1 2.570 
1961 58 8.0*3 V043 
1962 5', 9.391 1 588 
(old) 
1962 '6 10.702 4 119 

( ne» ) 

1959 si 799 2*5 
19*0 27 818 287 
19*1 2? 948 167 

19*2 2* 9|5 152 
( old 1 
19*2 41 1.0*0 404 

(new) 

1959 44 4 468 2,201 
19*0 47 5.809 2,934 
19*1 49 6.4*2 3.277 

1962 45 8.007 4 112 
(old) 
19*2 71 9.08 s 4.786 

( new ) 

9 1 205 647 
9 1.481 «54 
» 1.5 56 1.057 
9 I.M77 999 

I 249 

I 111 
I 742 
I 714 
I 794 

1.64« 

1.828 
2.615 
2,773 
3,290 

4,674 

1,103 

1,331 

218 
387 
657 

1,598 

1.986 

216 
745 
949 

1.0 36 

*99 
'311 
2 107 
2.291 

2.437 

3*8 

61 
7* 
75 
78 

82 

744 

I 74 
152 
152 
270 

28 1 

127 
151 
156 
1*7 

280 

789 

1,031 

412 
605 

1.6 30 
1.680 

2.129 

745 
945 

1,01* 
818 

1,311 
2,107 
2,18* 
2,328 

2,608 

368 

107 

1.154 

253 

194 

IH) 

2,424 

3 295 

762 
1,864 
4,819 
5.401 

6.026 

1.729 

1.661 
1.636 
1.81 I 

2.827 

3.627 

4.522 
4,258 

4.769 

HI 

311 

376 

1)7 

782 

*581 2.211 

74 547 

SI 51* 

79 581 

99 584 

681 198 

553 518 2 2 10 
494 547 2 428 
5*4 649 1 270 
*94 1 080 4 281 

4 709 889 

152 516 

177 654 
270 617 

241 849 

1 042 231 

167 584 
167 762 
152 84 3 
142 851 

I 9*6 574 

255 268 740 

286 193 1 000 

249 41« 1 27| 

421 480 1 27* 

(I) 

44 

54 

106 20 
130 29 

|79 26 

220 22 

314 

134 

158 24 
1*0 24 
171 37 
172 48 

54 

3* 

1*0 1 
20* 
171 24 
195 12 

17 

177 1* 
225 31 
224 33 
220 40 

91 

157 35 

197 30 
209 _ 
245   

IKI 

4.3 3 

50' 

147 
195 

377 

471 

668 

541 513 
447 605 
521 — 598 
529 5*1 
391 15 947 
522 71 1,173 
545 157 1,4*9 
680 135 1,686 

1.851 

640 531 3,15* 1,158 88 1.740 
431 367 4,179 1.41* 11* 2.227 
370 500 5,150 1,659 109 2.846 
50* 546 5,843 1,926 103 3,273 

3,665 

212 

225 

248 

274 

309 

493 3* 797 

63* 49 1.028 
67* 45 1,146 

802 24 1,141 

475 631 1,690 335 

1,682 

28* 
3*9 

333 
391 

437 

266 

361 

364 
419 

880 

244 

301 
328 

3*5 

477 
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(.11 Hi (CI 

12 

(l)i (El (F) (CI 

9 

(HI 

119 

(l) 

50 

r/' (Kl 

Hardware,  tools  and 1959 272 154 8 l 97 
cutlery,   (including 1960 11 157 79 9 11 80 24 — 32 
repairs ) 1961 10 140 65 11 11 75 22 2 29 

1962 10 165 86 12 9 76 24 1 27 
(old) 
1962 61 616 106 68 62 104 57 8 78 
(new) 

Tin cans   and 1959 17 4.679 1.561 464 626 1.276 480 7 488 
metal boxes I960 19 6.770 6,061 645 2,011 1,097 563 61 742 

1961 19 8 402 6,141 2,029 2.485 2.517 745 1.021 
1962 19 8.^29 6,117 2.574 2.566 2.184 708 1 999 
(old) 
1962 25 10.222 7.746 2.676 2.805 2.605 833 1 1.123 

(new) 

Brass, copper   pewter a nd 1959 12 V052 2.107 205 176 916 214 7 388 
aluminium  products I960 12 1.127 2.020 i74 157 1,290 278 12 511 

1961 12 4.102 2.817 157 182 1,310 345 10 597 
1962 12 4.416 2.798 182 210 1 666 348 21 6)3 
(old) 
1962 t2 5.769 .1.774 254 111 2,052 4.37 37 782 
(new) 

Other   metal   products 1959 15 7,161 4,517 1,979 1.684 2,549 355 8 851 
industries'' I960 n 7.818 5,061 1,64 1 1,292 2,426 414 50 1,015 

1961 15 9.147 6.042 1.280 1,155 3,180 499 61 1,439 
1962 15 10,300 6.861 1.149 1.499 3.717 624 77 1,509 
(old) 
1962 15 12.l'2 Ä.I70 1.250 1,788 4,520 844 122 1,839 
(new) 

Machinery  manufacturing industries 
Industrial   machinery 1959 60 5 261 2,416 n a n;i 2.799 1,065 8 1,597 

and parts I960 59 8 007 4.119 1.424 1,251 3,695 1,271 19 2.033 
1961 61 9.0*2 4,725 1.267 1,295 4,365 1,374 97 2,421 
1962 61 10.475 5 129 1 117 1 164 5 193 1 551 119 2.951 
(old) 
1962 146 |4 246 7.155 2 000 2.220 7.Ill 2.09 S 162 3.862 
(new ) 

Transportation  equipment 
manufacturing industries 

Shipbuilding and repairing 
and boat building 
and   repairing 

Motor vehkle  bodies 

Motor  vehicle   parts 
and   accessories 

Bicycle, tricycle  and 
trishaw parts an«* 
accessories 

Other covered industries 
and establishments 

1959 6 2.312 5 39 IMI 1 019 1.701 411 1 735 
I960 6 2.797 961 981 966 1.821 468 1 1.055 
1961 1 3 7(11 1.688 982 1 016 2,067 549 4 1.260 
1962 2.894 1,221 1.014 1.429 2 061 561 1,250 
(old) 
1962 21 3.217 1,405 1,051 1,446 2.205 588 t 1,313 
(new ) 

1959 18 2 C4 1.463 162 156 705 202 8 440 
I960 18 2 631 1.788 156 174 «63 250 14 544 
1961 18 1 200 2.079 185 185 1.178 289 18 632 
1962 18 1 69V 2 140 2 36 178 1,301 370 Kl 810 
(old) 
1962 Kl 4 128 2 704 260 214 1 578 424 17 964 
(new) 

1959 1 46 17 * 29 9 12 
I960 3 4« 21 • 27 10 12 
1961 1 71 34 » 2 39 11 13 
1962 i 90 16 2 2 54 12 17 
(old) 
1962 11 1.215 "5» 18 52 471 154 19 210 

(new) 

1959 7 260 148 na n a 117 46 1 52 
I960 9 590 346 na •.a. 458 101 152 
1961 9 703 154 n a m 288 107 164 
1962 11 651 479 56 59 179 72 — 71 
1959 12 31.317 24,361 6,045 9.54Ü 12.451 2,253 10 4.517 
I960 20 49. « 12 16,722 9.46 3 12.903 16,020 2,757 61 5.102 
1961 22 68228 49,981 I3.2'*4 16.253 21,226 3,293 146 7,130 
1962 17 85 072 61,111 16.852 21.397 26.304 1.820 112 9,255 



A   COUNTRY STUDY  ON   MALAYSIA 

IBI IC) 

Total selected industries 1959 
I960 
1961 
1962 
(old) 
1962 

i new ) 

1,315 
1,572 
1,595 
1,580 

ID) 

951,202 
1,141,676 
1.052.556 
1.137,510 

ir.i 

807,244 
916 984 
841,899 
910,827 

IFi 

na 
109,658 
I 14,„07 
127,100 

ir.) IH) 

na 
111.221 
126,279 
148,678 

166,680 
210,255 
222,589 
248,081 

2,267   1,18.1,446      944.558      130,650      151.548      261,786 

39.446 
43,459 
45.264 
48.228 

41 

__ (!) 
1.190 
1,725 
2,025 
2,097 

lA/ 

64.619 
77,0.19 
82,712 
90.026 

7 54        2,666        95.212 

Sonne-    Survey  of  Manufacturing Industries,  Federation of Malaya,   1962 — Table 1. 
" Does  not  include   retreading and  vulcanizing  of tyres 
11 Includes industrial and commercial gases, basic industrial chemicals, fertilizers; synthetic fibres resins plastics 

etc     miscellaneous   industrial   chemicals;  miscellaneous  chemical  products. 
[Joes  not  include   hydraulic cement   (this  industry has been included  under   other covered industries  and establish- 

ments I 
11 Includes fabricated structutal steel, boilers, tanks and platework, and other stamped, pressed and coated metal 

pmdin'ts. 
'• Includes tea factories off estates; pineapple canning, hydraulic cement; other iron and steel shapes non-ferious 

metals rolling, casting and extruding; standardization, calibration and check testing oí meters (service), and firms with 
pioneer  status  in   non-covered  industries 

IX.    EXPORT OF MANUFACTURED GOODS AND 
SEMI-MANUFACTURES 

o.    Present baiane« of trad« 
In l%l Malaysia had a trade deficit of $237 8 

million. This unfavourable balance of trade position 
his continued and in 1962 the deficit was $4107 
million The trade deficit was further increased to 
>050 1 million in 1963. 

1 ins trade deficit of Malaysia can be extended by 
heaw imports of food and live animals, machinery and 
transport equipment and manufactured goods into 
i hese territories. 

Moreover, the gross expotts of Malays.a's rubber 
have declined by about 16 per cent in volume and 20 
per cent in value since 1963 owing primarily to the 
discontinuance of imports of Indonesian rubber for re- 
export 1 his latter factor together with the lower rub- 
ber prices prevailing contributed to the decline in the 
value of gross rubber exports during   1964 

Ihe declining trend in the balance of trade of 
Malaysia is to be expected with any developing 
economy     The marked increase in imports relative to 

exports reflects the growing requirements for heavy 
machinery and transport equipment in view of the 
increased tempo of development since 1960. In fact 
imports of machinery and transport equipment increas- 
ed substantially in 1964. This is explained by the 
sharp increase in the gross capital formation particular- 
ly in the States of Malaya — which is being stimulated 
by the intensification of development activities in all 
fields. 

More and more machinery and transport equip- 
ment is being imported by both the public and private 
sectors in order to launch the various development 
projects. A more disturbing cause of the reduction in 
the favourable balance of trade is the fall in the world 
prices of rubber, Malaysia's leading export commodity. 

Thus the dominating factors that determine the 
balance of trade in Malaysia seem likely to be the 
accelerating crescendo of capital expenditure as the 
development and industrialization programmes of the 
country gather momentum and the continued adverse 
drift in terms of trade owing mainly to the falling prices 
of primary export commodities. 

TABIE  14    TRADE OF  me STAT« OF MAHYA IMPORTS.  1959 1964 flan-Oct ) 

(million M$l 

FIHKí 

Beverages  and   tobacco 
tiude   materials   inedible 
Mineiai   luels 
Oils   animal and vegetable 
' henne al-, 
Manufactured   goods 
Machinery   and   transport 
Miscellaneous   manufactured   articles 
M e ijiit'oiis  transactions 

I 'HI 

19 »9 IM /*>; Í9W I9f>t I'II.I 19*4 

5102 558 1 561 8 562 7 656 7 542 1 5729 
SO 4 82 4 88 4 72 1 61 3 496 41 5 

210 7 119 1 282 9 319 7 292 1 255 8 186 4 
128 9 149 1 142 7 151 2 152 7 124 1 139 5 

12 8 112 1 1 5 116 II 7 102 10 5 
1 19 5 1412 158 7 152 5 168 1 1416 1459 
289 1 166 1 408 5 47] 9 469 3 3910 374 8 
242 4 110 1 188 9 482 I 511 4 421 1 425 3 
104 4 121 1 1116 1 10 9 151 4 122 9 120 4 

4(1 7 45 6 SO 5 60 4 59 0 48 8 41 9 
1.7 1s» 1 2 150 6 2.227 5 2.44'4 2.5119 2   1117 2.059 1 

Source     Federation   of   Malaya  Statistics  of  Internal   Trad« (CTR   1 ) 
Federation   of   Mala\a   Annual   Statistics  of internal   Irade   M 961   and   1962) 
States  of   Malaya  Monthly  Statistics  of   Exürnal  Trade (1961  and   1964 <><' i 
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b.    Principal   manufactured   foods   and   semi- 
manufactures exported 

Domestic exports of manufactured and semi- 
manufactured goods amounted to $6S0.8 million in 
1963 in the States of Malaya. 

The exports of manufactured and semi-manufac- 
tured goods constitute 25 per cent of the total exports 
of the States of Malaya In terms of total export 
this is a small percentage annual rate of expan- 
sion, nut it ha; gradually increased, especially in  1963 

and  1964,  because  of  the  spreading efforts   of  the 
pioneer industries now in production. 

Pioneer industries in the States of Malaya export 
various products such as insulplast and related che- 
micals to Thailand, grey cotton cloth to the United 
Kingdom, metal cans to Hongkong, canned tuna to 
West Germany, United States of America, Canada and 
the United Kingdom; surgical dressings and allied 
products to Hongkong; Thailand and Australia, cotton 
wool to Thailand and Hongkong and cable wires to 
Burma     (See table  17.) 

I'ABIF   is      F RAM   ni   rur- STAIFS OF  MALAYA IXPORIS,  19S9-1964 (Jan Oct ) 

(million  M5) 

¡an  0,1 
( .,„.-, /. . !•"•') I'lM I'M! 

>'"•- 
/•Ml l'fii l')64 

1 ood 88h 102 6 108 1 117 9 112 1 92.2 101 7 
Beverages   and   tobacco 0 8 0 4 0 7 0 7 11 11 0.5 
Crude   matcnals   inedible 1,908 2 2.100 7 1,704 2 1,62*. 8 1.669 ? 1,4213 1,342 2 
Mineral   lueh Il 2 8 2 9 2 III 9 13.2 1(1.4 36 2 
Oils, animal   and vegetable 81 6 8S 2 89 s 8^ S 91 2 ">* H 74 9 
( hemicals n i 17 2 19 1 214 319 26.3 32.2 
Manufactured   goods 319 1 Ml 7 60" 8 664 5 680 8 576.1 614.5 
Machinery   and   transport 180 30 8 42 1 si o SI 9 41 7 468 
Miscellaneous    manufactuied   articles 11 1 16 1 182 19 9 22 1 174 20.6 
Miscellaneous   transactions   n >: * 190 22 3 2^ 0 2S 1 306 25.3 22.1 

loi al 2.471 1 2.927 4 2,626 1 2 62S 9 2,704 6 2.290 8 2.291 7 

Federation  of  Malaya   Statistici  of  External  Trade   (( FR  I) 
F edei ilion  of  Malaya   Annual  Statistics  of   External  Tia.le  (196 and   1962) 
Stales of   Malaya   Monthly  Statistics of  External   1 rade (1963 and   1964 Oct) 

I >BI i   16     SINUS OF MALAYA FXPORIS OF PRIMARY PRODUCTS,  1959 ¡964 (Jan-Oct.) 

(million   MS) 

Pineapple   canned 
Rubhei 
I imber 
Palm    oils 
Oil  palm  fruit   and kernels 
( opra 
( <>s untif   oil 
Imn   ore 
I in 

lotal 

SuKrif      Moni'iily  Statistical   Bulletin  of the  Federation  of  Malay- 
Stales of   Malaya   Monthly  Statistics of   External   Trade (1963 and   1964 Oct ) 

Ian   n,i. Ian   n.-i 
l'IVÌ ' "•" ¡•Mil ¡'»•: 101,1 I'lfll ¡•#,4 

216 26 I 256 27.8 29.0 24.4 284 
21 8 1,829 S 1,442 4 1,367 6 1374 0 1,1546 1,078 9 
20 5 19 0 41 5 49 0 65 8 54 5 72.2 
517 60 6 61 2 65 1 690 56.8 63 6 
92 II 1 72 6 6 7.3 62 5.6 

114 14 S 188 9 1 130 12 3 28 
29 1 23 9 27 7 22.2 22 0 199 lit 
99 9 140 2 161 8 166 1 |7fi 1 168 4 152.7 
29 45 S05 9 550 1 6164 618 1 541.1 575.J 

62 4 2.670 8 2.118 1 2,129 9 2,394 7 2.018 2 1.990.6 

I ABt h   17     STATISTICS   OF   LXPORT   OF   PIONFFR   PRODUCTS  MANUFACTURED   IN  THE   STATFS  OF  MALAYA 

!>••   ,' :/• .i   <i     I ai-i.lr. fill ,„** . ir i 

'•'  tir .fiai ,i« 

Insulplast   and   related  chemicals 
Thailand 

Orey  c 'ton  cloth 
I'nited    Kingdom 

Staple  fibre   yarn 
Fast   and   South   A.fnca 

Metal  cans 
Hongkong 

( anned   tun* 
West   Cjermany 
Netherlands 
Italy 

1   ill nl 
h """•' ennui I'M Expert, imttili Vthl 

ttuanitu Quantity Val,,- 'Ml) Quam» y Vtlm IH$) 

Value 

Yard 
— 578,658 523.564 

lb 
4,9<8,83l 3.109.170 4,123618 2,201,146 

Piece 
102,830 129,999 617,000 838,843 

C arton 
3,3*3,976 321,715 1,857,248 183,577 

49 600 
800 
200 

856.206 
16.4 15 
3,709 

23.07 5 
1.000 

397,135 
11,300 

Exporta êurtng /*Mï 

Quant U y 
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Norway        
Denmark        
U.S.A  
Canada         
United   Kingdom      
Syria  

43 

250 
4,300 

10,400 
1,750 
2,350 
1,860 

Tota 

Sweetened condensed  milk 
Cambodia         
Burma        
Indonesia         

Case of 48 tins 

Total 

R.ittery plate» 
Hongkong 

Detergenti 
Hongkong 
Sincapore 
Thailand 

Total 

Piece 

Value 

Surgical dressing and allied products 
Hongkong        
Thailand         
Australia        

Valu« 

Value 

Total 

Pharmaceutical 
1 hailand 
f eylon 
Hongkong 

Total 

Paint*  and  allied  products 
Thailand         Qt\ 
Brunei        Ton 
Hongkong        Oal 
Indonesia          Cal 

Total 

Hair cream 
Iraq      .... 

Antibiotics 
Thailand 
Ceylon 
Hongkong 

Total 

Metal  louvres 
Hongkong 
Burma 
Cambodia 
Brunei 
Madagascar 

(ton) 
I»l 

Lb 

Ton 

Total         

Particle board — plain H 
Hongkong        

Particle board — H " thick A above 
Hongkong        

Cotton wool 
Thailand        
Hongkong        

W" thick   Sq ft. 

Sq.ft. 

3,250 
2,500 

5,138 
86.548 
87,088 
41,500 
22,682 
31,093 

71,510     1.150,399 

55,610 
44,849 

5,750 100,459 

17,700 4.513 

2.010 
15.074 

1,729 

11,813 

308,891 

308,891 

500 9,661 
2.200 44,160 

800 20,497 

27,575        489,751 

15,000 
23,030 

38,030 

75,850 

286,350 
419,643 

725.993 

20,031 

268,862 
683,090 

16.290        255,000 

3 tons 

951,952 

25,385 
85.362 

7,200 

117,947 

16,290        25VOOO 

385 

60,256 

— 
45,185 

6,735 — 
1.800 
4.194 

51,920 5,994 

491 
519,772 

8.866 
51.433 

7.207 
186,300 

580.062 

82.012 
21.138 

4.91 
528,631 244,940 &85.212 

4,712 28,500 _ 

Total 

— 
115 

28,305 
9919 

30,111 9 

— 

213.081 
500 
22 

2,050 
6.050 

221,703 

1.741 7*4 

2.729 1,916 

— 
18,062 
42,592 

130,654 
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Gauze 
Thailand 
Hongkong 

Total 

Bandages 
Thailand 

Sanitary towels 
Thailand 
Hongkong 
Ce\lon 
Indonesia 

Total 

Printed  cloth 
Australia 

( able   wires 
Burma 

Yards 

Yards 

10.180 

8.847 

34,587 
3,540 

38,127 

10,767 

79,590 
1.169,777 

151,563 
4.413 

1,405,343 

10,602 

12.730 

Spurie     Investment   Returns  of   Pioneei   ( ompames 

c.    Exgwrt — gMt*nti«l  inaustriM 

As industrialization advances in the Malaysian 
territories the pioneer industries will aim at overseas 
markets In fact, some industries, such as textile and 
garments factories, were able to export to the United 
Kingdom shortly after they commenced production in 
llVo3 Plywood and veneers are also exported in 
substantial quantities However, these pioneer in- 
dustries will take five \?ars in order to produce goods 
of international standards and at competitive prices 
with other overseas producers before they enter the 
world maiket 

Therefore as a start, industries should aim at a 
domestic market as the basis for their future develop- 
ment 

As the governments of the various territories in 
Malaysia do not plan industries either for export or 
for local consumption, literature and figures on specific 
export potential industries that can be developed with 
plans, projected capacities, target dates, and so on, 
are not available At the moment, Arthur D Little 
Incorporation is undertaking general and specific 
feasibility studies for the  Malaysian Government 

à.    St«*4«r«Jis«ti«M mnè quality co*tr*l 

1     Laws and regulations 

In the near future the Central Government of 
Malaysia will be establishing the Malaysian Standards 
Institution which will enable industries to seek assis- 
tance ' om this organization to achieve the Malaysian 
standards in its products 

2     Organizational structure 

I he organizational structure of the Malaysian 
Standards Institute will be worked out when such a 
body is formed. Its basic function will be to undertake 
the defining of standards  for local  manufacturers 

3. Standards and spécifications 

Industries are left to adopt their own standards 
and specifications for their products but at the moment 
in Malaysia the majority of the products are produced 
according to British Standards and Specifications. In 
the case of the rubber industry, quality control exists 
and the organization carrying out this function is 
Malayan Rubber Export Registration Board. 

In the States of Malaya the Malayan Rubber 
Export Registration Board, the Rubber Research 
Institute, the Department of Chemistry and the Public 
Works Department are collaborating with the Central 
Government in maintaining standards and specifications 
for products in various industries. 

X.     MEASURES   FOR   ACCILIRATING   INDUS- 
TRIALIZATION,     DIVERSIFYING     MANUFAC- 
TURING,    AND    PROMOTING    IXPORTS    OF 

MANUFACTURED GOODS 

a.     Iroarf strata«, y «f «ctian 

At the moment, with the object of accelerating 
industrialization, the governments of the various ter- 
ritories in Malaysia offer a number of incentives and 
facilities to induce investors to participate in the 
governments' industrialization programmes The in- 
centives and facilities include readily serviced factory 
sites, tax exemption for periods ranging from one year 
to five, duty free import of machinery and raw 
materials, in some cases preferential buying by govern- 
ment departments and statutory bodies of local 
manufactures, loans by the MIDEL to industries, 
minimal immigration restriction on industrialists and 
technical staff, no restriction on remittance of profits 
or repatriation of capital, and tariff protection within 
the Malaysian common market 

The main procedure for the diversification of 
manufacturing is to establish industries which will lead 
to the establishment of ancillary industries.    It is also 
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hoped that with the discovery of various uses of local 
raw materials by the proposed National Institute of 
Science and Industrial Research, various new manu- 
facturing activities will take place. 

At the moment the various Embassies and High 
Commissions of the Malaysian Government have ónices 
dealing with the promotion of exports of the primary 
products and industrial products of Malaysia. In its 
attempt to intensify the sales of its industrial products 
on the overseas market the Central Government pro- 
poses to establish a Trade Commissioners' Service 
within the Ministry of Commerce and Industry which 
will have Trade Commissioners stationed in important 
centres of the world such as Washington, London, 
Paris, Bonn, Canberra and Tokyo. Prior to the 
establishment of this Trade Commissioners' Service 
the Central Government of Malaysia, in their efforts 
to promote the export of industrial as well as primary 
pto.lucts. occasionally sent  missions overseas. 

The Government has obtained the services of 
Arthur D. Little Incorporated to undertake feasibility 
surveys so that a broad range of possibilities that exist 
will be made known to industrialists at home and 
abroad. 

b.    Extern« I •••¡iranc* n—été 

1.    Manpower surveys and training 

The Central Government of Malaysia is planning 
manpower surveys, and the assessment of the training 
needs of Malaysia will depend on the results of these 
surveys. 

The training programme of the citizens of 
Malaysia covers formal education at school level, 
technical and vocational education. Training is also 
provided by the Central Apprenticeship Board, the 
Industrial Training Institute and the Technical College 
in Kuala Lumpur In the Malaysian territories there 
is an urgent need for the expansion of training facilities 
but the basic drawback is the lack of skilled instructors 
and it is in this particular aspect of the training pro- 
gramme that the more developed countries can assist. 

2     /(Ulli ties for fellowship and in-plant 
training 

fellowships are required for the training of per- 
sonnel ior the proposed Federal Industrial Development 
Authority and the National Institute of Scientific and 
Industrial Research and the Malaysian Standards 
Institution For FIDA, fellowships are required for 
training in economics, statistics, small-scale industries 
development and project evaluation, for the NISR, 
fellowships are required for training in the scientific 
research of raw materials for industrial uses, advanced 
analytical chemistry, and so on, and for the MSI, 
fellowships and in plant training are required for its 
team of engineers to be trained in standards and quality 
control. 

fellowships are also required by the Malaysian 
Government for supervisory training and skilled train 

ing. The expansion of technical co-operation that 
will provide in-plant training in advanced countries is 
most desirable for both pre-production training of 
workers and for qualified technical personnel who 
require practical experience. In-plant training in giant 
industrial corporations in the advanced economies will 
enable the skilled personnel of local industries to tap 
the latest knowledge on production methods and 
equipment. 

XI.    INDUSTRIALIZATION AND THE  ECONO- 
MIC FUTURE OF MALAYSIA 

It is a common feature among developing 
economies to place much reliance on industrial 
development as a means for bringing about economic 
growth with parallel objectives of diversifications and 
the provision of employment opportunities for an 
expanding population Malaysia considers that economic 
development means not only industrial development 
but also agricultural diversification. In fact, as the 
famous economist, Lugene Staley, has pointed out, 
"Inprovement in the productivity of agriculture is one 
of the most solid means to promoting industrialization, 
in fact unless agriculture does modernise substantially, 
industrial expansion in most under-developed countries 
is likely to be cut short by lack of markets, for the 
great majority of the population will not have the 
necessary purchasing power" In view of the fact that 
Malaysia has an agricultural base to its economy, the 
development goals of the Government centre around 
agricultural diversification and industrialization 

Over the past six years, the country, mainly by 
establishing import-substituting industries, has built up 
a frontline of industries directly serving consumers' 
markets and construction industries, and increasing the 
importance of semi-manufactured imports and locally- 
produced primary products as raw materials for their 
manufacture. Such industries, for instance, as the 
manufacture of chemical products, metal products, 
textiles and part manufacture of machinery and equip- 
ment, by developing the backward demand' for 
imported serri-finished materials and the building- 
material industries by making use of local resources, 
will by their activities exert a powerful stimulus on 
the growth of intermediary 'second-line and satellite 
industries'. This has been the development approach 
undertaken by numerous developing economies and 
the economic promise in this process lies in the fact 
that the industrial sector growing in this way will be 
growing at a rate constantly proportionate to itself. 
The big push" that will enable industrialization to 
gather momentum will take place with the formation 
of the Federation Industrial Development Authority 
which will spear head the industrialization process. 
Working together with it will be the National Institute 
of Scientific and Industrial Research through which 
research on all existing problems and the technological 
feasibility of industrial processes undertaken under 
local conditions will be conducted, thus making a major 
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contribution to the general effort to remove techno- 
logical boundaries to industrial progress. Equally 
important to assist industrialists in their work is the 
proposed Malaysian Standards Institution to undertake 
the defining of standards for local manufactures. As 
all these institutional facilities become available, the 
industrial sector in Malaysia will be in a position to 
aim at high productivity and keep abreast of modern 
technology and production methods. 

Besides these institutions the Tariff Advisory 
Board was established to take positive action in the 
process of establishing a Common Market in Malaysia. 
When realized, the Malaysian Common Market will 
permit the free flow of locally-manufactured products 
throughout these territories behind a common external 
tariff barrier. In view of the enLrgcd market of 10.5 
million people, industries are expected to benefit from 
the economies of scale, as the European experience 
in economic integration shows, and industrialization 
will be speeded up in a larger market than would 
otherwise be available. 

One of the major problems that has faced and 
will be facing the Central Government will be 
resolving conflicting regional claims to an equitable 
share of development and the achievement of external 
economies to be derived by industries polarizing 
towards a few centres of development. It is the policy 
of the Central Government to achieve balanced 
economic growth for the various territories of Malaysia, 
and industries will be established in regions which have 
the most suitable raw materials and infrastructure. 
It is one of the tasks of the Central Government to 
shape the future growth of industries by identifying 
'points of growth' in regions of Malaysia for various 
groups of inter-related industries and creating the 
conditions for development of the growing points so 
that the dual aims of balancing regional growth and 
maximizing the benefits of industry polarization will 
be achieved. 

Annex 1 

Extracta from Customs Ordinances 

(a) The Customs Ordinance, 1952 (No. 42 of 1952) 
Malaya 

Power of Minister to prohibit imports or 
exports 

30.   (1) The   Minister   of   Finance,   may,   by 
order — 

(a) prohibit the importation into, or the 
exportation from, the Federation or any part thereof, 
either absolutely or conditionally, or from or to any 
specified country, territory or place outside the 
Federation, or the removal from one place to another 
place in the Federation of any goods or class of goods; 

(b) prohibit the importation into, or 
exportation from, the Federation or any part thereof, 
or removal from one place to another place in the 
Federation of any goods or class of goods, except at 
specified ports or places. 

(2) If any question arises as to whether any 
particular goods are or are not included in a class 
of goods appearing in an order made under sub-section 
( 1 ) of this section, such question shall be decided by 
the Comptroller-General. 

(b) The Customs Ordinance (chapter 26), Sarawak 
Power of  Minister  to prohibit  imports or 

exports 
28.   The Minister may, by order, provide for — 

(a) prohibiting the importation into, or the 
exportation from, Sarawak or any part thereof, either 
absolutely or conditionally, or from or to any specified 
country, territory or place outside Sarawak, or the 
removal from one place to another place in Sarawak, 
of any goods or class of goods; 

(b) prohibiting the importation into, or the 
exportation from, Sarawak or any part thereof, or 
removal from one place to another place in Sarawak, 
of any goods or class of goods, except at specified 
ports or places. 

(c) The Customs Ordinance, 1953 (No. 25 of 1953) 
Sabah 
Power of  Minister to prohibit imports or 

exports 
28.   The Minister may, by order — 

(a) prohibit the importation into, or the 
exportation from the Colony or any part thereof, either 
absolutely or conditionally, or from or to any specified 
country, territory or place outside the Colony, or the 
removal from one place to another place in the Colony 
of any goods or class of goods; 

(b) prohibit the importation into, or ex- 
portation from, the Colony or any part thereof, or 
removal from one place to another place in the Colony 
or any goods or class of goods, except at specified 
ports or places. 
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Annex 2 

External Debt of the Government of Malaysia and of Public Authorities in State of Molava, December 
1963 and   December 1964 

(million  Malayan dollars) 

Ton! a'nount 

currency currency 

Amount 

tat end ni 
19641 

(at end n\ 
J9M) 

Outstanding amount 
at end oj 

¡961 

A.    External Debt of the Federal Government: 
Funded Debt 
1. F.M. 3%  Sterling Loan  (1935), 1960/70     £4.0 
2. F.M. 3%  Sterling Loan  (1949), 1974/76    8.1 
3. F.M. 3%  Sterling Loan  (1954), 1960/70    2.9 
4. F.M. 3Cf  Sterling Loan  (1954), 1974/76      1.9 
5. FM.   1955   Brunei   (ICL)   Sterling  Loan   (1956) 

1971/76         4-67 

6. F.M. V/i%   1959 (Brunei)  Sterling Loan. 1167 

(i) First   Instalment (1959), 1989   4.67 
(ii) Second       „ (I960), 1990   4.67 
(iii) Third „ (1961), 1991   2.33 

7. F.M. f,Vi':'o Sterling Loan (1963), 1973   5.0 

Sub-total        

Unfunded Debt 
1. War Damage Compensation Loan 1956/75»    £11.71 
2. British Export Credit Guarantee Dept. 

Loan     (1960)     for    Telecommunication    Project, 
1962/70       

3. United   States   D.L.F.   Loan   (3'A%)   (1959)   for 
Roads and Bridges.  1960/70    

4. United   States   D.L.F.   Loan   (3Vi%)   (1959)   for 
North Klang Straits,   1961/70    

5. Fed.   Republic   of   Germany   (3%)    (1963)    for 
Butterworth Wharves       

Sub-total        

Total External Debt of the Federal Government    

External Debt of Public Authorities 
1. Central Electricity Board 

(i) British Colonial Development Corp. 6%% 
Loan   (1958),   1961/85     £7.01 

(ii) Comm.    Dev.    Fin.   Corp.   Loan   6%% 
(1958)   1970/79        

(iii) IBRD  Loan  SV*%   (1958)   1964/83   .... 
(iv) IBRD  Loan  5V4%   (1963)   1968/88   .... 

2. Federal Land Dev. Authority 
British Col. Dev. Corp. Loan W*% (1969/94)   .. 

3. Bank Negara Malaysia 
Chase Manhattan Bank of New York Loan 5V4% 

(1963),   1968     
4. Malaysian Industrial Dev. Finance Ltd. 

IBRD  Loan   (1963)        

Total External Debt of Public Authorities    

Grand Total of External Debt of the Central Gov- 
ernment and Public Authorities    

* Singapore portion is not included. 

34 
69 
25 
16 

40 
100 

40 
40 
20 
43 

327 

34 
69 
25 
16 

40 
100 

40 
40 
20 
43 

327 

34 
69 
25 
16 

40 
100 

40 
40 
20 
43 

327 

34 
69 
25 
16 

40 
100 

40 
40 
20 
43 

327 

100 100 49 55 51 

2.25 19 18 5 14 13 

US$10.0 31 37 10 30 17 

US$10.0 31 39 •> 27 27 

DM21.0 16 1 

175 66 116 

1 

197 109 

524 502 66 443 436 

61 61 58 56 

0.5 
US$28.6 
US$51.9 

4 
88 
159 

4 
80 
22 — 

4 
74 
2 

4 
80 
22 

£0.6 5 5 — 5 5 

5.0 15 15 3 13 12 

8.0 24 1 — 

158 

1 

356 188 8 180 

880 690 74 602 180 
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A COUNTRY STUDY ON NEPAL 

I.    PLANNING   AND   PROGRAMMING   FOR 
INDUSTRIALIZATION 

a.    Brief history of industrial planning and pro- 
gramming 

Efforts toward planned industrial development in 
Nepal on a national scale by the Government date 
hack to September 1956, which saw the launching 
of the first live-year plan. Previously, the growth of 
the industrial sector, a minor sector of the pre- 
dominantly agrarian economy of Nepal, had resulted 
from tempoiary stimulants such as unusual concessions 
from the Government and scarcity conditions created 
by the Second World War. In other words, the 
establishment of industrial enterprises by private 
initiative was haphazard and sudden, and was devoid 
of any preliminary investigation of their economic 
soundness. As a consequence, many of the ventures 
sulTeicd losses and some went into liquidation. 

This misfortune in the industrial sector, however, 
brought the Government and private entrepreneurs 
alike to a realization of the necessity for planned and 
scientific industrial growth, as the road to stable and 
secure industrialization of the country. In view of the 
decaying conditions of existing industries at that time, 
the first five-year plan (1956-61) envisaged a pro- 
gramme for the revival and expansion of cottage 
industries selected on the basis of their quality and 
capacity to survive; it encouraged private savings and 
investment in productive enterprises, and also foreign 
capital under appropriate safeguards. Likewise, assis- 
tance to existing industries requiring help on the basis 
of their potential future soundness was also promised. 

Embracing the concept of a mixed economy, the 
plan sought to foster the development of sound in- 
dustrial cnterpiises. The criterion for determining 
which industries would fall into the public and which 
into the private sector was based on practical rather 
than theoretical considerations, taking into account the 
degree of public interest, the availability of investment 

Noie: 

Wright 
i  metric ion 
1  kilogramme 
Length 
1  metro 
1   kilometer 
1   square feet 
Exchange rate 
l.'S$  100 

CONVERSION RATES 

=    0.98 long ton 
2.21   pound 

1.09 yard 
-    0.62   mile 

0.093 square metre 

=    Rs  768.00 

= 27 mounds 

FY:    the fiscal year begins in mid-July. 

funds, managerial talent, and so on. In any case, it 
was assured that industries in the private sector would 
be accorded treatment and facilities no less favourable 
than those given to public enterprises. However, in- 
dustries such as cement, sugar, forest products, textiles 
and cigarettes were given priority consideration. 

As to cottage industries, emphasis was laid upon 
the development and improvement of designs, quality 
production and skills. A number of training-cum- 
production centres were set up to encourage the deve- 
lopment of cottage industries all over the country. 

Achievements did not come up to expectations 
however, because of the paucity of vital industrial 
statistics and the lack of co-ordination between different 
industrial projects. Moreover, the announcement of 
the new industrial policy in June 1958 could not create 
a sound industrial base to an appreciable extent. As 
part of the programme under the plan, an Industrial 
Development Centre was established in 1958, and was 
converted in 1959 into the Industrial Development 
Corporation under the N1DC Act of 1959 as a 
statutary corporation. This corporation was formed 
with the objective of assisting and encouraging private 
enterprise by giving financial and technical help. A 
Timber Corporation was also established in order to 
utilize forest products in a more scientific way. 

An Industrial Enquiry Commission was appointed 
in September 1959 to assess the conditions of existing 
industries, in order to recommend measures for their 
revival and expansion. 

In February 1961, industrial policy was again 
revised with a view to providing additional facilities 
to private industries. The main aims of the policy 
is to encourage different types of industries, for which 
the Government would make available monetary loans 
to improve existing industries and to set up appropriato 
new ones to bring about efficient and increased produc- 
tion. It also aims at a balanced growth of cottage 
and rural industries on the one band and of the medium 
and large industries on the other, in the process of 
industrialization. 

Another industrial study committee was appointed 
in February 1961, and its report to the Government 
pointed out the need for rehabilitation of some of the 
big industries running at a loss. Following the recom- 
mendations of the committee, jute mills were given 
financial help and foreign exchange facilities. Simi- 
larly, big industries manufacturing matches, sugar, 
cigarettes, and so forth were developed and modernized. 
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Favourable fiscal measures including tax relief to 
foreign and private entrepreneurs for ten years and 
other attractive facilities are given in order to attract 
local and foreign capital. To facilitate the develop- 
ment of large industries, the Company Law and the 
Factory Act have been amended, with considerable 
improvement. 

On 6 March 1^62, the ¡hrcc-year plan was 
announced, reflecting a greater determination to speed 
up industrial progress in Nepal. The main targets 
envisaged in the plan were the completion of construc- 
tion of some foreign-aided industrial projects in the 
public sector, the improvement of existing industries 
in the private sector, the establishment of industrial 
estates, and finally the provision of financial and 
technical assistance to new industries in the private 
sector. In this connexion, achievements during the 
current plan period have been remarkable. The 
achievements made under the plan in both the private 
and public sectors of industry are as follows: 

Achievements in the private sector 

Modernization of existing industries 
1. Jute industry 
2. Lumber industry 
3. Printing press 
4. Rice, oil and flour mills 
5. Mechanical workshop 
6. Hotels 

Establishment of new industries 
1. Sugar industry 
2. Textile industry 
3. Metal crafts 
4. Catechu and training 
5. Pharmaceutical industry 
6. Biscuits and confectionary 
7. Hotels 
8. Re-rolling mill 
9. Match factories 

10. Transport (bus and trucking) 
11. Miscellaneous 

As to physical targets in the public sector, it is 
encouraging to note that the following major industries 
have been commissioned before the end of the three- 
year plan, with the help of foreign aid: 

Industry Location Proposed annual capacity 

Janakpur Cigarette Janakpur 1 milliard pieces 
Factory 

Birgunj Stilar Factory Riignnj 12,0(10 tons 

The cement and paper industries which were 
proposed to be set up at Hetauda and Ncpalgunj 
respectively, are likely to be completed only in the 
second five-year plan, but the tannery and shoe factory 
in Kathmandu has been completed ahead of schedule. 

With a view to promoting small-scale industrial 
units and fostering a decentralized pattern of industrial 
growth, a number of industrial estates were to be 
installed and expanded in the three-year plan.     The 

following tables give in brief the progress of the two 
estâtes : 

Number      Number 
of        of industries 

buildings   in operation 

Balaju  Industrial  District 13 7 
Patan Industrial Estate 22 17 

Also, remarkable progress has been made on the 
construction works in Hetauda Industrial District. 

The draft outline of the second five-year plan to 
be launched in 1965/66 reveals the following objectives 
in the industrial sector: 

1. to diversify the predominantly agricultural 
economy with a view to attaining a balanced 
growth ; 

2. to channel the resources of the landed class 
to industrial investment; 

3. to create employment opportunities. 

Priorities are given to the following industries: 

1. Industries based upon locally available raw 
material; 

2. Industries substituting imports; 
3. Industries producing materials for develop- 

ment works; 
4. Export-oriented industries. 

Since the change-over to democracy from an 
oligarchy in 1951, the Government has thus been 
making vigorous efforts to transform an agrarian 
economy into a well-balanced economy, through a 
planned process of industrialization. 

b.    Description of machinery for planning, imple- 
mentation and evaluation 

Successful planning for the economic development 
of any under-developed economy calls for the existence 
of a strong, competent and incorruptible administration 
machinery. This condition is all the more pronounced 
in Nepal, where the out-moded system of administration 
inherited from the Rana Regime still persists along with 
the modern system of Panchayal democracy under the 
leadership of His Majesty King Mahendra. 

The National Planning Council, the planning 
agency of Nepal, was constituted by His Majesty the 
King on 5 February 1961. Previously, a number 
of national planning organizations had come into exis- 
tence and disappeared again as bubbles in the fitful 
period of political instability. The National Planning 
Council is entrusted with the task of preparing, ap- 
proving and implementing smoothly a practical de- 
velopment plan on the basis of a practical, comprehen- 
sive study of the problems facing the country. The 
Council is vested with high powers and its decisions are 
equivalent to those of the Cabinet. It is headed by His 
Majesty King Mahendra himself, in order to invest it 
with the necessary prestige and power to remove any 
obstacles that might hamper the formulation and execu- 
tion of the plans. 
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The National Planning Council decides basic poli- 
cies of economic development in the light of the coun- 
try's economic needs and frames practical development 
plans to raise the standard of living of the people; it 
gives final approval to the proposed projects, evaluates 
the plan and its progress and makes allocations from 
the country's resources and foreign aid. In short, the 
Council is essentially a co-ordinating agency in the 
liciti of planning. The Ministry of Finance and Econo- 
mic Affairs assists the Council in making studies and 
assessments of the plan as well as carrying out the 
objectives of the Council, while projects and develop- 
ment in all aspects of the plan are formulated by the 
respective ministries and departments and are sub- 
mitted to the Council for review and concurrence. 
Priorities in the pian are determined by the Council and 
targets are fixed in consultation with the various depart- 
ments. 

One feature of the present planning system in 
Nepal is the introduction of annual development plans 
along with the perspective plan. The necessity to 
formulate a national annual plan is dictated by the 
decentralized pattern of Panchayat democracy in Nepal. 
On the basis of the national development plan, the 
local authorities prepare zonal and district develop- 
ment plans, which are forwarded to the respective 
departments. 

II.    INDUSTRIAL POTENTIAL 

a.    Feasibility surveys 

Endowed with a variety of climates and natural 
resources, Nepal has an immense potential for indus- 
trial development. The sub-tropical plain of the 
Terai has proved to be an ideal location for industries. 
During the second five-year plan, a number of consum- 
er industries are to be established both in the private 
and in the public sector. A total sum of about 
40 million rupees, including 30 million rupees 
in the private sector, is to be invested on 
these industries. It would be unthinkable to 
establish these industries without a real assessment 
of the industrial potential of the country's resources. 
Although general industrial feasibility surveys for the 
whole of the country or for groups of industries are a 
prerequisite for industrial development, a broad frame- 
work for this programme is still in the preliminary 
stage. With the advent of planning consciousness in 
Nepal, efforts are being made in this direction, but 
owing to the lack of a planned approach and a judicious 
programme, efforts have been scratchy and achieve- 
ments unsatisfactory. The absolute necessity of indus- 
trial feasibility surveys for efficient planning of indus- 
trial development is realized, however, and the current 
three-year plan accords priority to surveys and feasibili- 
ty studies. The NIDC has bpen designated as the 
agency to conduct such studies. For the year 1964/65, 
the NIDC will conduct complete feasibility studies 
(technical and marketing) for the following industries: 

paper, plywood and chipboard, ropeways, glass pro- 
ducts, jute twine and rope, a tanning and bone mill, 
re-rolling mills, wool carpeting, hand-made paper, 
brewing, powerloom and hosiery, cold storage, straw- 
board, soap, lime, tea, tin containers and integrated 
oil mills. Owing to the lack of trained personnel in 
the NIDC, negotiations have already been made for 
foreign firms and consultants to undertake these com- 
plete feasibility studies. Some of the consultants have 
already started work in Nepal and India. The United 
Nations have been requested to augment these efforts 
and a team of experts is expected to arrive in Nepal to 
help assess the country's resources and needs and to 
draw up feasibility reports on other selected industries 
not covered by the NIDC work plans. A list of fea- 
sibility studies and surveys conducted and prepared by 
the NIDC and other agencies is given in table I. 

The essential objective of the above surveys and 
feasibility studies is to evaluate and assess the avail- 
ability of raw materials, power, transportation, water, 
labour and other supporting facilities in each of the 
alternative locations for the establishment of new in- 
dustries and also for the already established ones. 
Within this framework, the aim, by and large, is to 
ascertain the feasibility prerequisites and industrial 
growth prospects for each alternative location of the 
industries. 

TABLE   1.    LIST OF SURVEY   «tPORTS AND I I:\SIHIUIY 
STUDIES  CARRIED OUT  BY   THE NIDC   AND  OTHER 

ORGANIZATIONS 

A. NIDC 
1. Preliminary Report on the Paper Industry 
2. Report on Blacksmithies 
3. Report on Jute at Biratnagar and Jhapa 
4. Report on Jute Production in Morang 
5. Survey  Report  on   Bara,  Parsa   Districts 
6. Survey Report on Dhankuta and Mam 
7. Industrial Market Survey of West, No. 3 
8. Timber Market Survey of Kathmandu 
9. Report on Sugar Industry in Butawal District 

10. Industrial and Market Report of Doti 
11. Survey of Lumber and Wood Working 
12. Survey Report on  Brick in Hetuuru 
13. Market Survey Report of Kathmandu for Soap 
14. Industrial Survey of Jhapa 
15. Market Survey  Report of Butawal  and  Palpa 
16. Survey Report on  Mahotari District with special 

reference to Tobacco Industry 
17. Report   on   Oil   and   Oilseeds   in   Bara,   Parsa, 

Rautahat 
18. Feasibility Studies on Cement Project in Nepal 
19. Feasibility Study on Pulp and Paper in Nepal 

B. Other organizations 
1. Ford  Foundation 

"Report on Small and Village Industries" 
2. Ramseyor, CF., President — Ramseyor and 

Miller, Incorporated, Consulting Engineers, United 
States 
"Report to the Government of Nepal on the Estab- 
lishment of an Iron and Steel Industry in Nepal" 

3. Fairchild Aerial Surveys, Incorporated, Photo- 
grammetric Engineers, United States 
"A  proposal for  Developing the  Economics  and 
Making Inventory of the Nation's Resources". 

X 
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4. USOM/Nepal  —  Nepal/American    Co-opcrution 
Source  Industrial Development Centre 
"Market Survey  Report of Pokhara" 

5. "Market Survey  Report of Rapti Valley" 
6. "Survey Report of Dhunktita. Illam, Bhojpiir and 

Bijayapur" 
7. Shrestha B.H., Surveyor 

"Report on the  Industrial  and   Marketing  Survey 
in Dadeldhura Districts" 

8. Shankar, MB, I.A. Mission 
"A  Detailed Scheme for the  Establishment  of a 
State Trading Corporation" 

9. Pradhan, B.B., Director of Industry 
"Industrial Estate for Kathmandu" 

10. Preliminary Survey on  Paper in Nepal 
11. Survey of Economic Botanical Products 
12. Report on the Crop Production 
13. Report  to the Govt, of Nepal  on Forestry. 
14. Market Survey Report of Rapti Valley 
15. Illam Tea kaman Project 
16. Industrial  Survey  Report of Butawal  District 
17. Report of Morang and Saptari 
18. Industrial Survey Report on Bara, Parsa, Rati- 

tahat, Sarlahi and Mohotari 
19. Industrial Survey Report of Banke, Kailali- 

Kanchanpur 
20. Industrial Survey Report West No. 2 and 3 
21. Industrial Survey of Butwal 
22. Report on Ghee in Butawal District 
23. Report on Soap Industry in Nepal 
24. Report on Tourism 
25. Report on Resuscitation and Reorganization of 

the Tannery in Balaju 
26. Report on the Technical Expert Service provided 

for Development of Plywood Industry in Nepal 
under the auspices of the APO 

The feasibility surveys, at present, are mostly 
carried on in the sub-tropical areas of the Terai, which 
is the country's most promising zone for industrial 
development. It has rich forest resources and fertile 
soil for industrial crops. The present transport faci- 
lities and planned construction of roadways are sup- 
porting factors for industries. For all these reasons, 
many of the feasibility surveys already conducted and 
others proposed are mostly concentrated in this area. 

During the second five-year plan period (1965- 
1970), investigations into the possibility of develop- 
ing certain cash crops and commercial plantations will 
be carried out. Pre-investment surveys on a number 
of essential industries based on the known resources 
of the country and feasibility studies on a number of 
consumer goods industries will also be made. The 
Government of Nepal has designated the NIDC as 
the agency to conduct surveys of industrial raw mate- 
rials and to make prc-investment studies of possible 
industries, with the necessary support from outside 
consultants. A tentative programme of the feasibility 
studies and surveys to be made by the NIDC during 
the plan period is shown in table 2. 

TABLE 2.   LIST OF FEASIBILITY STUDIES PLANNED FOR 

1965-1970 

2. Soda  ash, caustic soda Biratnagar,    Bhairahawa 
and chlorine Birgunj 

V Nitrogenous  fertilizer Biratnagar,  Dhar.in, 
(synthetic  ammonia) Ungimi, Hctauia, 

Bhairahawa 
4. Gelatin and glue  (raw Saptari, Bhairahawa, 

materials: bone and hides) Nepalgunj 
5. Starch,  dextrin,   dextrose 

from corn 
Birgunj 

6. Fire bricks, refractories and 
artificial   abrasives 

Birgunj.   Melatila 

7. Glass and ceramics including 
electrical   insulators   and 
isolators 

Bhairahawa 

8. Foundries Bhairahawa.    Nepalgunj 
9. Ghee   purification  and 

canning 
Bhairahawa,    Nepalgunj 

10. Fibre board Nepalgunj, Birgunj, 
Biratnagar 

11. Graphite Illam and Taplepunj 
12. Rock  salt Bandipur and Western 

(sodium chloride) Hills of Nepal 
13. Industrial alcohol from Birgunj.   Bhairahawa. 

molasses Nepalgunj, etc. 
14. Pigments, paints and 

varnish 
Hetaura 

15. Soft wood distillation Nepalgunj, Hetaura 
16. Carbide Hetaura 
17. Cement Eastern Nepal 
18. Techno-economic 

survey of Nepal 
19. Industrial district 

development 
20. Cotton  plantation 

development 
21. Sheep  breeding  development 
22. Chyuri tree  plantation 

development 

Area  conterni-d 

1.    Paper,  pulp  and newsprint Kailali Kanchanpur 
Dang Sallyan, 
Bhairahawa, Palpa 

b.    Resources survey 
A real assessment of the country's economic re- 

sources is a prerequisite for development. The collec- 
tion of statistical data on the resources available inside 
the kingdom has been recognized as the basic task and 
accordingly given high priority in the present plan. 
The survey operations to be conducted under the plan 
are of two types: 
(1) a general survey of physical resources, (2) prc- 
investment surveys that will make available the detailed 
costs and benefits to be expected from given projects. 

The following important surveys of the country's 
resources are being carried out under the current 
plan: 

(a) forest resources 
(b) soil 
(c) water resources (irrigation) 
(d) water resources (power) 
(e) hydrological survey 
(f) minerals 
(g) industrial surveys 
(h) transport requirements 
(i) town planning 

To conduct this survey work, the Government 
has arranged to provide foreign experts and make the 
necessary institutional arrangements. Progress on the 
various surveys may be summarized as follows: 
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(a) Since the start of the plan period, a separate 
oltice for conducting the forest resources survey has 
been established. A stock map has been prepared 
for the Rapii Valley area and a cutting programme 
drawn up on the basis of the survey. Data have been 
collected on 261 sample plots in the Rapti Valley, 166 
in Bankc Bardia, Birgunj, Janakpur, Hanumannagar, 
Biratnagar and Mechi. 
(b) Under the soil survey programme, different 
agricultural areas of the country are being surveyed 
and a soil study is being made. 
(c), (d) The survey of water resources under the 
current plan is progressing. A preliminary report on 
Kankai .:«nd Suptari has been prepared, with a scheme 
lor providing irrigational facilities in the districts of 
Jhapa and Saptari, covering areas of 100,000 and 
300,000 acres of land respectively. 
(c) Of the major hydrological surveys provided for 
in the current plan, the preliminary report on the 
Ramali river has been completed, with the assistance 
of the United Nations Special Fund. The engineering 
survey of the Kulekhani and Kaligandaki rivers is 
under way with the help of Japanese experts, and the 
reports arc in the course of preparation and/or consi- 
deration. 
(f ) In the field of mines and minerals, activities have 
gone ahead in the form of a geological survey, explora- 
tion and a pre-investment survey, 
(e) As regards industrial surveys in the country, the 
NI DC has been designated to undertake complete 
feasibility studies on the industries mentioned else- 
where in this chapter. 
(h) A survey of transport requirements has been 
made by a team from the International Bank for Re- 
construction and Development, and the report is being 
prepared. 

c.    Infrastructure 
The inadequate development of power and trans- 

port facilities has proved to be the main bottleneck in 
plans for industrialization in Nepal. Most of the large 
industries already established are to be provided with 
adequate transport and power facilities and for the 
new industries that will come into being through future 
plans, an integrated programme of transport and power 
development is being taken up in the current plan and 
will be continued in the future. 

The total mileage of roads at present is 466 
miles all-weather and 451 miles fair-weather. Except 
for the Capital Valley, which is opened up to places 
in the interior, no other areas of the country have an 
adequate transport system. Similarly, in the field of 
power development, Nepal is lagging behind. 
The total power generation is about 10,000 kW 
only, and the places served are the Kathmandu Valley, 
Biratnagar and Birgunj. In all these places, the power 
supply is not only inadequate but very undependable 
for industrial use. 

To break through this serious handicap of inade- 
quate transport and power, the Government has for- 
mulated separate sectoral plans allocating the necessary 
expenditure in the successive plans. 

The first five-year plan (1956-1961) accorded 
priority to the development of transport and power out 
of consideration for the needs of industrial develop- 
ment. Of the total outlay of the plan, 40 per cent 
was allocated to transport and power. 

The three-year plan (1962/1963—1964 1965) 
also gave top priority to the development of infrastruc- 
ture, transport communication and power accounting 
for 35 per cent of the total financial outlay. 

In the proposed third plan, power and transport 
together account for 44 per cent of the total outlay. 
The comparative figures for capital expenditure on 
infrastructure in the various plans are as follows: 

Yxprndilure Irpr ijttitre (a) and Ibi 
on lr,in<i>nrt           on pou rr m penrn(iige 
(million R>.) (milium K'.) ol loial outlay 

(a)                            (hi 

Mrst five-year plan 104 30 40 
Three-year plan 137 91 35 
Proposed second 

five-year plan 460 210 44 

It is clear from the above table that a substantial 
share of public expenditure under all plans is being 
devoted to building up infrastructure, which is urgently 
needed, though by no means exclusively for industrial 
development alone. 

The existing transport system in Nepal consists 
of roadways, air transport, ropeways and railways. 
Roadways:    The total mileage of roads at present is 
about 917, of which 466 miles are all-weather and 451 
miles fair-weather. 

Important road ways at present     Approx. miles 
Tribhuban Raj Path    87 
Kathmandu/Kodari       80 
Hetaura/Narayangarh       52 
Hetaura/Raxual      35 
Kathmandu/Trisuli       45 
Roads in the Valley     80 
Biratnagar/Dharan      35 

Air transport: There are internal flights from Kath- 
mandu to Biratnagar, Rajbiraj, Janakpur, Simara, 
Pokhara, Bhairahawa, Dang, Nepalgunj, and Dhan- 
garhi. External flights go from Kathmandu to Delhi, 
Calcutta, Patna and Dacca. 
Ropeways: 

Kathmandu-Hetaura, distance 28 miles 
Capacity 25 t/h. 

Railways: 
NJJR, Janakpur — Jayanagar, 30 miles 
NGR, Amlekhgunj — Raxaul, 29 miles. 

Existing power supply: 
Kathmandu Valley  4,750 kW 
Birgunj      216 kW 
Biratnagar     4,866 kW 
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The current three-year plan includes many pro- 
jects in the power field. Work on the Trisuli Hydro 
Project (9,000 kW) and the Panauti Hydel Project 
(2.500 kW) is progressing well. The expansion and 
extension of diesel power projects in Hctaudn. Kath- 
mandu and Birgunj (6,500 kW) is going ahead. When 
these projects are completed, the central zone will be 
more or less well served with power. Plans are un- 
der way to add 1.600 kW of diesel electric power 
in Biratnagar. With this expansion, the present power 
difficulties in these areas will be overcome. The Kosi 
Project is expected to supply 5.000 to 7.000 kW of 
hydro-electric power to the area by 1966 1967. In 
addition, small power projects arc under way in Nepal- 
guni, Dharan and Bhairahawa. but these are too small 
to cater to the needs of large industries. 

future programme for the development of transport and 
power 

Special efforts will be made towards the develop- 
ment of transport and cheap power, which arc the 
basic pre-conditions for rapid industrializaton. The 
development programme to be undertaken in these 
fields is given below. 

Roads-: A total of 1.000 miles of roads, including 500 
metalled and 500 fair-weather, will be constructed dur- 
ing the next five-year plan period. The Simra- 
Janakpur and Janakpur-Ithari roads will be the princi- 
pal ones coming under the East-West Highway. 
Others links arc Kathmandu-Kodari (60 miles), 
Sunauli-Pokhara (128 miles), Dharan-Dhankuta and 
elsewhere. 

Air transport: Expanded aviation facilities will be 
developed to provide fast means of transportation. In 
the remote hilly areas, where a complete network of 
roads is not likely to be developed in the immediate 
future, air transport will be provided to open up the 
area. The existing airports at Jhapa, Simra, Birat- 
nagar, Rajbiraj. Pokhara, Nepalgunj and Dang will be 
improved and metalled. About 20 STOL airstrips 
will be constructed in the hills. New aircraft will be 
procured for the RNAC. Transport development will 
also be encouraged in the private sector. Some rope- 
way lines will be set up through private initiative with 
the help of the N1DC. The expansion of Kathmandu 
airport to take faster and bigger aircraft will be com- 
pleted by 1966. 

Power development: Efforts will be made to ensure 
an adequate supply of electricity to the important in- 
dustrial centres of the country like Hetaura, Birgunj, 
Biratnagar and Nepalgunj. About 35,000 kW of 
electricity will be added to the existing supply. The 
second phase of work at the Trisuli Project will be 
completed. Attempts will also be made to complete 
the Kulikhani Project, which will be started in the 
current plan period. In addition, a few microplants 
will be established in different parts of the country, and 
construction work will be started in Karnali. 

III.    INDUSTRIAL POLICY 

a.     Investment lows and incentives 

Industrialization is a process closely linked with 
the formulation of industrial policy and programmes. 
There are many factors which accelerate or retard the 
pace of industrialization, and among them industrial 
policy is perhaps the most important. The conditions 
of the existing industries have, until very recently, 
been unsatisfactory. It would be useless to set up 
new industries before the existing industries are func- 
tioning properly, and the Government has therefore 
given adequate attention to the improvement of 
existing industries. A clear-cut policy has been 
announced offering facilities and incentives for 
new industries. Nepal has also invited foreign private 
investment and technical know-how and has provided 
the security and facilities needed to attract them. 

1. Industrial Enterprise Act 

The Government's policy in this field is clearly 
stated in the Industrial Enterprise Act of 1961. The 
Act provides for a broad and liberal programme to 
encourage the investment of capital — especially 
foreign and domestic private capital — in industry, by 
offering concessions and other facilities. 

An industry is defined by the Act as a company 
or firm registered under the Nepalese law, employing 
ten or more persons in the case where mechanical 
power is used, or employing twenty or more persons 
in the case where mechanical power is not used, the 
company being engaged in any of the following 
activities: 

i) excavating, collecting, or otherwise processing 
iron ore, coal, gas, oil or other mineral products, with 
a view to the use, transport, sale or supply thereof; 

ii) producing, collecting or otherwise processing any 
cinchona rubber, tobacco, tea. cotton or coffee, with 
a view to the use, transport, sale or supply thereof; 

iii) supplying electricity or mechanical power or 
electric light or water; 

iv) carrying on hotel business by providing residen- 
tial facilities with or without board or any other ar- 
rangements on cash rents; 

v) manufacturing, adapting, producing, or otherwise 
processing any other material with a view to the use, 
sale or supply thereof. 

The Act also makes a classification of industries 
on the basis of capital investment. Any industrial 
enterprise having an investment of up to 50,000 
rupees is called a "cottage" or "small" industry. A 
medium-scale industry is defined by the Act as an 
industry having a capital investment of 50,000 mpees 
to rupees 500,000 rupees. A large-scale industry is 
defined by the Act as an industry having a capital 
investment of more than 500,000 rupees. A basic 
industry is defined by the Act as one declared 
as such by the Government through notifications pub- 
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lishcd in the Nepal Gazette from time to time. Indus- 
tries relating to defence arc those which manufacture 
arms and ammunition, cartridges and explosives em- 
ployed for defence purposes. 

The Industrial Enterprise Act also states very 
clearly the facilities and concessions offered to indus- 
tries by the Government of Nepal. They arc as 
follows: 
i) New industries are exempted from the payment of 
income tax for a period of ten years from the date at 
which production commences. 
ii) Foreign currency facilities are granted to the in- 
dustry for the purchase of machinery, tools, spare 
parts and raw materials, and for the payment of re- 
muneration to foreign technicians, 
iii) Persons investing foreign capital in industry are 
generally allowed to repatriate profit annually up to 
the extent of 10 per cent of the total capita! invested 
in the capital stock. 
iv) Foreign currency to the extent of 25 per cent 
of the capital invested by foreign industrialists in indus- 
tries is made available annually for repatriation of 
capital 
v) The Government may, by notification published 
in the Nepal Gazette, guarantee for any iron industry 
having an investment of more than the amount pres- 
cribed in the same notifications, a profit of 5 per cent 
for the five years from the date of establishment of 
such industry on the following conditions: 

a) that the industry shall operate on the terms 
and conditions prescribed by the Govern- 
ment from time to time; 

b) that the industry, if it earns a profit of more 
than 10 per cent, shall pay to the Govern- 
ment 40 per cent of such profit during the 
ten succeeding profit years. 

vi) The Government provides industries with the 
timber needed for the construction of factories and 
living quarters for labour at 15 per cent less than the 
auction rate and assists in acquiring the necessary land 
for such purposes. 
vii)    Machinery imported for the installation of in- 
dustries is charged nominal customs duty only, 
viii)    Government protection is given to new indus- 
tries to the extent needed. 

2.    Licensing of factory establishments 
With the growing consciousness of the need for 

a well-planned factory system in the country, the 
necessary legislative measures are being taken in this 
field too. The Nepal Factories and Factory Workers 
Act 1959, as amended, is such a piece of legislation. 

The Act covers all power-using industrial estab- 
lishments employing ten or more workers, and estab- 
'ishments employing twenty or more workers and not 
using power. The term "factory" does not include 
mines, which are governed by the Nepal Mines Act 
1957. 

The Government is empowered to make rules 
concerning the registration and licensing of factories. 
The Act lays down that the occupier of a factory shall, 
before occupation, send to the local Inspector of 
Factories a written notice containing full details re- 
garding the factory. 

The Act prescribes certain provisions regarding 
sanitation, temperature, ventilation, provention of over- 
crowding, safety measures, amenities, compensation for 
accidents, minimum scale of wages, and so on. 

The maximum number of working hours per week 
and per day have been fixed at fifty-four and ten re- 
spectively. No worker shall work more than five hours 
before he has had a rest interval of at least half an 
hour. Payment for overtime is to be one-and-a-half 
times the ordinary payment. The hours of employment 
for women are to be between 6 a.m. and 6 p.m. 
Children below fourteen years of age are not to be 
employed. Minors (persons between fourteen and 
eighteen years of age) shall not be allowed to work 
without a certificate of physical fitness from a medical 
practitioner. 

3. Other pertinent laws and regulations 
Foreign investment by Nepalese nationals is dis- 

couraged. The movements of raw materials and 
imports of capitals goods are governed by the Export- 
Import Act, though there is no specific mention in the 
Act regarding industrial development. There are no 
separate regulations for the establishment of itidustries, 
except for rice and oil mills, but the establishment of 
industries at the border is not encouraged. The Direc- 
tor of Industries is also in charge of company law 
administration. The Nepal Company Act 1951 was 
completely amended in 1964 and the main feature of 
the new Act is the removal of government interference 
and restriction in the affairs of private companies. 

b.    Conditions  governing  public  and  privare in- 
vestment 

1.    Fields of investment open to different types 
of investor 

Virtually all fields are open to private industrial 
investment, except those relating to defence. As there 
is great scope for industrial expansion within the private 
sector, the Government itself has no intention of esta- 
blishing industries. The policy of the Government in 
this respect is stated clearly in the Industrial Enterprise 
Act of 1961, as amended in 1963. No investment 
estimate for private industries was made in the three- 
year plan, but the NIDC was established to provide the 
necessary technical and financial assistance for the de- 
velopment of industries in the private sector. The 
second five-year plan also emphasizes the development 
of industries in the private sector, and provides for 
300 million rupees to be invested in such industries. 
In the public sector, 100 million rupees only will be 
invested. 
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The regulations governing the treatment of foreign 
nationals or organizations and Nepalese nationals or 
organizations establishing industries within the Kingdom 
of Nepal are as follows: 

i) only   Nepalese   nationals   or   organizations 
controlled by Nepalese nationals are permit- 
ted to establish cottage and village industries 

ii) preference is given to Nepalese nationals or 
organizations   controlled   by   Nepalese   na- 
tionals in the matter of issuing permits to 
establish medium-sized industries, 

iii) permission is given for the establishment of 
large-scale industries with capital investments 
by Nepalese citizens or foreigners or both, 

iv) in the establishment of basic industries, per- 
mission is given to establish such industries 
only in the public or semi-public sector; 

v) industries relating to defence arc to be run 
only by the Government. 

2. Investment services 

At present, there are no investment centres speci- 
fically designed to offer investment services by mobiliz- 
ing domestic savings for industrial investment. The 
reason for this lies mainly in the lack of a capital 
market. The opportunity for the kind of investment 
services provided by inustment centres in other coun- 
tries is quite lacking in Nepal. 

However, the activités of the N1DC have proved 
quite helpful in creating an increasingly favourable in- 
vestment climate in Nepal. Though the NIDC is not 
an investment centre by nature, it has stimulated indus- 
trial investment by providing commercial and industrial 
information and statistics to interested entrepreneurs 
and by assisting them to obtain additional information, 
if necessary, from other sources. It also performs 
public relations activities, providing liaison services to 
local and foreign investors. 

To stimulate industrial investment in the private 
sector, it underwrites new issues of shares raised by 
industrial concerns, and also guarantees loans raised 
by industrial concerns through commercial banking 
facilities in Nepal. As a result of these promotional 
efforts, the NIDC has generated quite a substantial 
investment in industry. (For further details of the 
NIDCs activities, see Chapter VI.) 

As it seems opportune from the point of view of 
the investment climate, steps have been taken to 
establish a stock exchange in Nepal, and draft legisla- 
tion will be prescnteu to parliament in the near future. 

3.    Procedure to be followed by an entrepreneur 
in establishing a new industry 

In Napal, businesses and industrial enterprises 
may be established by Nepalese or non-Nepalese, sub- 
ject to the applicable laws and regulations. Enterprises 
may be in the form of limited corporations, partner- 
ships, or sole proprietorships. 

With the few exceptions already mentioned. 
Nepalese and non-Nepalese nationals are accorded 
equal status in setting up new business, subsidiaries, or 
branches. The Constitution of Nepal places no re- 
striction on the economic activities of noii-Ncpalese as 
such. 

Before setting up an industry, an entrepreneur 
must t;:ke the following steps: 

(a) secure a Government license to set up an 
industry; 

(b) register the industry under the Nepal Com- 
pany Act, if it is to be a private or public 
limited company, or under the Partnership 
Firms Act 1964 if it is to be a partnership, 
or under the Pmatc Firms Registration Act 
|9<¡K if it is to be a proprietory concern; 

(c) secure a Government permit for the importa- 
tion of machinery and equipment and any 
necessary raw materials from countries other 
than India. 

a) Government licence 

An application for a licence to set up a new 
industry, or to expand an existing unit, is to be sub- 
mitted to the Director of Industry, Government of 
Nopal. Apart from the information called for by this 
application, the applicant should include in a covering 
letter any other information relevant to the proposed 
venture, such as the terms and conditions of foreign 
participation (if any), or the draft agreement between 
the foreign investor and the Nepalese share participants. 

The Department of Industry will appraise the 
technical and financial aspects of the project, in con- 
sultation with other interested departments and minis- 
tries of the Government, and the Government's decision 
as to the application will be made and passed on to 
the applicant as soon as possible. The length of time 
required to reach a decision in respect of a licence 
application depends largely on the completeness and 
adequacy of the supporting data. 

If the Government's decision is favourable to the 
project, a licence is issued in the name of the applicant 
and it remains valid so long as the project is imple- 
mented within a period of six months (or within some 
other period of time, specifically stated in the licence, 
as special circumstances may warrant). 

In some circumstances, in order to assure a 
prospective investor of a licence after he has in- 
curred the expense of making the feasibility and 
technical studies needed to obtain a licence, the 
Government will issue a Letter of Intent. 

b) Registration 

The holder of an industrial licence is required to 
register his company with the Department of Industry 
within 35 days of issuance of the licence. 

An industrial concern may be organized and re- 
gistered as a sole proprietorship, a partnership, a 
private limited company or a public limited company. 
There is a different registration procedure for each. 
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Non-Nepalese investors may organize a company 
in Nepal, or participate in the ownership of a Nepalese 
company already in existence, subject to the same 
company regulations applicable to the Nepalese inves- 
tors. Non-Nepalese nationals may also set up a branch 
or a subsidiary of a foreign company in Nepal by re- 
gistration of the branch or subsidiary under the Nepal 
Company Act. 

(i) A sole proprietorship is set up in accordance 
with the Private Firm Registration Act, 1958. Ac- 
cording to this Act, application for registration is to be 
tiled with the Director of Industry in the case of in- 
dustrial concerns, and with the Director of Commerce 
in the case of commercial concerns, and it is to consist 
of a statement giving the name and address of the 
registrant, together with a detailed statement of the 
aims and objectives of the enterprise. 

(ii) The Partnership Act, 1964, defines a 
partnership as a business registered with the Govern- 
ment under the Act by two or more individuals using 
a single name, and based upon a written agreement 
which specifics the extent of participation in its business 
transactions by each partner on behalf of every other 
partner, or by any individual partner on behalf of all 
other partners, and which sets forth their share of 
profits, and responsibility for losses. 

According to this Act, a proposed partnership 
must submit an application with the following informa- 
tion to the Director of Industry or the Director of 
Commerce, depending on whether it is an industrial or 
a commercial enterprise, together with the fees pre- 
scribed by the Act, and a copy of the partnership agree- 
ment, if any has been executed: 

a) full name of the proposed company; 
b) principal business address of the proposed 

company; 
c) brief description of the £ rticlcs or commodi- 

ties to be manufactured, sold, or otherwise 
handled by the company, or of the service or 
services that it will render; 

d) full name and permanent address of each of 
the partners; 

e) particulars of restrictions, if any, imposed on 
the rights of any partner; 

f) category of each partner, and amount of 
capital to be contributed by each; 

g) name(s) and address (es) of partner (s) 
authorized by the partnership agreement to 
represent the company; 

h) methods of sharing profits and losses; 
i) any   other   information   requested   by   the 

Department of Industry Commerce. 
(iii) A private or publi: limited company is to 

be registered with the Director of Industry in ac- 
cordance with the provisions of the Nepal Company 
Act, 1964. The salient features of this Act are 
described below. 

Preliminary: Private companies arc limited to one 
fifth shareholders and may not sell shares by public 
offering. If a subsidiary of another company, the 
parent company may own less than 50 per cent of the 
stock, piovided it retains control. 

For incorporation of a private company, capital 
must be subscribed by at least two investors; for a 
public corporation, by at least seven. Incorporation is 
permitted only if no less than 30 per cent of the issued 
capital has been subscribed. Application for incorpora- 
tion is to be submitted to the Government along with 
the memorandum and articles of the company and, in 
the case of a public company, the prospectus. The 
application must be signed by at least two prospective 
shareholders in the case of a private company, or seven 
in the case of a public company. 

Memorandum of the company: The following 
details must be supplied in the memorandum: 

a) full name of the company; 
b) address of the main office of the company; 
c) objects of the company; 
d) amount of authorized capital to be raised, 

and the number and denominations of shares 
of different categories; 

e) a statement to the effect that the liability of 
the shareholders is limited, so that they are 
not personally liable for any liabilities of the 
company except to the extent of the value of 
the shares held by them; 

f) restrictions, if any, on the purchase or 
transfer of shares; 

g) other details deemed necessary. 

If there exists any agreement providing for the 
following matters, the memorandum must also indicate 
the existence of such an agreement and the provisions 
contained therein: 

a) purchase of or claim over shares by any 
promoter signing the memorandum or by any 
other person for any consideration other than 
payment in cash; or 

b) acquisition of any property in any manner or 
by the company from any promoter signing 
the memorandum; or 

c) liability of the company itself for expenses 
incurred in its establishment; or 

d) conferment of any special facility or privilege 
by the company to any promoter signing the 
memorandum. 

The memorandum shall have the full names and 
addresses of the persons who have undertaken to 
purchase shares, and must be signed by each such 
person who has undertaken to purchase at least ten 
shares. 

Articles of the company (to come into force after 
they have been approved by the government depart- 
ment concerned; must, together with the memorandum, 
be printed and published):   The articles shall contain 
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the following matters, and shall have been signed by 
the promoters signing the memorandum: 

a) appointment and term of directors; 
b) time for convening the shareholders' annual 

general meeting; 
c) matters   relating   to   the   procedure   of   the 

company's meetings, notice of meetings, and 
so on; 

d) other necessary matters. 
Publication of prospectus: Before inviting the 

public to purchase its shares or debentures, a public 
t .npany must print and publish a prospectus, having 
first obtained approval from the government depart- 
ment concerned. The prospectus must include the 
following details: 

a) the objects of the company and other main 
particulars given in the memorandum and 
articles; 

b) the number of shares to be subscribed by 
the directors, and the salaries, allowances, or 
remunerations prescribed for them, 

c) shares or cash received, or to be received as 
remuneration by the promoters of the 
company; 

d) names and addresses of directors and of the 
managing agent, if any; 

e) the minimum number of shares that must be 
sold prior to allotment, and the advance 
payment to be made on each share along 
with the application; 

f) reasons for obtaining loans in the form of 
debentures, the number of partly or fully paid 
up debentures, and the total amount of 
outstanding loans; 

g) assets purchased from the proceeds of the sale 
of shares, the name of the shareholder selling 
them, and particulars of arrangements, if 
any. made for payment in the form of shares 
or debentures instead of in cash; 

h) brokerage on shares and debentures; 
i) estimates of the expenditure required for the 

business of the company; 
j) financial arrangements of the company; 
k) names and addresses of auditors and audit 

reports, if any; 
I) particulars as to whether any amount belong- 

ing to the promoters or directors is involved 
in assets purchased or sought to be purchased 
by the company, and whether such promoters 
or directors are in any firm or are connected 
with any other company; 

m) the time when the notice in respect of allot- 
ment of shares is to be published; 

n) the time and place of inspecting the balance 
sheet and the profit and loss account of the 
company 

Provisions pertaining to foreign companies 

( 1 ) Any foreign company wishing to do business 
or already doing business in Nepal must have the com- 
pany registered, after submitting the following docu- 
ments t.) the department concerned: 

a) an authentic copy or translation in Nepalese 
or English of the law or licence under which 
the company was incorporated and establish- 
ed; 

b) an authentic Nepalese version of the 
memorandum and articles of the company; 

c) full address of the head office of the company; 
d )  a   list   of   the  directors,   managing   agent, 

managers, secretary, etc. of the company. 
along with particulars specified in section 
(2) below; 

e) name and address of the resident representa- 
tive or representatives of the company in 
Nepal, who is or are empowered to accept 
on its behalf time-limits, notices, and the like 
issued to it; 

f) the main place where the business of the 
company is or will be conducted in Nepal, 
and the full address of the company at that 
place. 

(2) The list to be submitted under clause (d) of 
section ( 1 ) above must include the following: 

a) if individuals, their full name, address, 
nationality and occupation; 

b) if a corporate body, its incorporated name, 
head office and address, and the name, 
address, and nationality of each of its 
directors. 

(3) If any amendment or alteration is subsequently 
effected in any document submitted by any foreign firm 
under section ( 1 ), the firm must notify the department 
concerned within 35 days from the date of such 
amendment or alteration. 

(4) The document duly submitted by any foreign 
company under section ( 1 ) or the notice submitted by 
it under section ( 3 ) must be registered with the depart- 
ment concerned on payment of the fee prescribed in 
section (5) hereunder. 

(5) In registering a foreign company after the docu- 
ments mentioned in section ( 1 ) have been submitted, 
the department concerned charges the company a 
registration fee which must not exceed 5,000 rupees; 
in registering notices, it charges a fee of 5 rupees 
each. 

Every foreign company registered under the Act 
must prepare a balance sheet and a protit-and-loss 
account every year and present them at its general 
meeting. It must send three copies of the balance sheet 
and profit-and-loss account cither in Nepalese or in 
English to the department concerned. 
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c.    Custom* duties and taxes 

1.    Customs duties on raw materials and components 

The  Government   has  maintained  a   favourable 
policy regarding customs duties on raw materials and 
components for industrial concerns. 

In cases where new or old industries start to 
export goods manufactured by themselves and to cam 
foreign currency, the Government grants them full or 
partial exemption from export duties through a notifica- 
tion published in the Nepal Gazette, for the period 
prescribed therein, in order to encourage and protect 
such industries. If any industry has to import 
machinery and parts thereof, or raw materials, the 
Government may grant it full or partial exemption from 
import duties for a given period in the same way. 

2.    Taxes affecting industry 

Tax rates in Nepal arc relatively low, and the 
basis for taxation is uncomplicated. The taxes which 
directly affect business and industry are described 
below. 

(a)    Income tax 
Income tax is regulated by the Income Tax Act, 

1963, according to which this tax is levied on the 
income of Nepalese citizens derived from the following 
sources: 

Trade; remuneration for work or services per- 
formed; income from any occupation or profession; 
house and land rents; investment in cash or in kind; 
agriculture; insurance business; agency; or others. 

The following exemptions are specified: 
a) remuneration paid to a diplomatic repre- 

sentative of any foreign country, and to the 
non-Ncpalese members of his staff; 

b) remuneration paid to any foreign citizen 
who is appointed to the service of the 
Nepalese Government on condition that he 
is not required to pay income tax; or the re- 
muneration paid by any foreign government, 
foreign agency, or international organization 
to any foreign citizen staying in Nepal to 
advise and assist the Government; 

c) dividends received by shareholders from the 
total income of a company or firm, if income 
tax has already been levied on the company's 
or firm's profit. 

d) a maximum of 20,000 rupees or five per 
cent of net income (whichever is lower), 
spent for religious or public-welfare purposes, 
and the income of guthis; 

e) income of town panchayats, village pan- 
chayats, public institutions, or educational 
institutions, or the Nepal Rastra Bank; 

f) all facilities other than salaries provided by 
the Government to Ministers or Assistant 
Ministers; 

g) income of the Employee's Savings Fund or 
the   principal   amount   deposited   by   any 

employee, together with interest to which the 
employee is entitled; 

h)  amounts    deducted    from    an    employee's 
salary and deposited in the Lmployee's Sav- 
ings Fund,  subject  to prescribed conditions 
and limits: 

i)  any   income   which   is   prescribed   by   the 
Government as partly or wholly exempt by 
notification in the Nepal Ga/ettc. 

As the basis for income tax is the net income 
derived from one or more of the nine sources listed 
above, the Act specifies how net income is to be deter- 
mined. 

Net income derived from agriculture is equal to 
25 per cent of the total income, the balance of 75 
per cent to be deducted from total income to provide 
for expenses, including land tax. 

In the case of income from houses and lands 
rented out, income from investments in cash or in 
kind, or income from a profession or occupation, a 
Hal rate of 10 per cent is allowed as a deduction for 
necessary expenses, and the balance of 90 per cent 
of the gross income serves as the basis for tax 
assessment. 

In the case of income from trade and insurance 
businesses or agencies, the amount remaining after 
deducting the following items of expenditure from gross 
income is considered net income and is taken as the 
basis for income tax: 
a) payments as rental for land or houses; 
b) expenditure for the repair of houses made in 

lieu of rent; 
c) interest on loans; 
d) land or other taxes paid or payable in respect 

of houses and land; 
e) remuneration paid to employees or workers; 
f) amounts which have been set aside for remission 

in the accounts, which cannot be collected, or 
which do not  represent actual income; 

g) reasonable amounts spent on repair of machinery, 
furniture, and other equipment; 

h) depreciation to be remitted at rates not exceed- 
ing: 
6 per cent of the value of buildings in which 
machinery has been installed, 3 per cent of the 
value of buildings u"îd by insurance businesses 
or agencies, 
5 per cent of the value of furniture, 
15 per cent of the value of motor cars, lorries 
and other vehicles, 
7 per cent of the cost of other items; 

i)     other reasonable amounts spent with the motive 
of making a taxable profit. 

Rebate in income tax: The Act provides that the 
Government may grant full rebate on income tax to 
be levied under the Act, or on the income tax to be 
levied under the Act or existing Nepalese law, to newly 
established industries for a period of ten years from the 
date of commencement of their business, and a rebate 
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of 25 per cent on the income tax to he levied there- 
after. To qualify for this rebate, new industries are 
required to obtain a recommendation from the Depart- 
ment of Industry to the effect that they an: entitled 
to it. 

Papers submitted to the Tax Office m connection 
with this Act are kept secret. They must not he 
published for any purpose other than the action to 
be taken in respect of income tax, and must not be 
used as evidence in any court 

Deduction of Losses: It a tax-paver has already 
paid income tax after submitting particulars of his 
income, and then he subsequently sustains a loss, the 
loss (if reasonable) may be deducted for the preceding 
two years from the income of the year when the tax 
was assessed. 

The rates of income tax arc fixed by the Finance 
Act every year in the budget speech. The rates fixed 
b\  the Finance Act.  1963, are as follows: 

Tax 

Nil 
51 
6ri 
71 
81 

101 
121 
151 
201 
251 
301 
35 1 
401 
401 

AVf income (Rs.) 

First     6.000 
Next    4.000 

6.000 
4.000 
5.0(H) 
5.000 
5.000 
5.0(H) 
5.000 

10.0(H) 
10.000 
10.000 
20.(H)0 

More than 95,000 

(b)  L.\c i se duties 
Excise duties arc levied in Nepal on matches, 

sugar, cigarettes, liquor, jute and bidis (a type of 
cigarette). The rates fixed by the Finance Act, 1963, 
are as follows: 
1. Matches (one gross of boxes each containing 40 

sticks on average) Rs. 4.00 
Additional surcharge of 095 rupees per gross of 
boxes is levied when the match box contains on 
average 42 sticks or more. If a match box con- 
tains no more than from 10 to 20 sticks, the 
excise tax will be Rs. .095 per 144 matches or 
part thereof. 

2. Cigarettes per thousand Rs. 1.00 
Sugar, per nviund R*. 7.00 
Khansari sugar, per maund Rs. 3.25 
Liquor, per proof of spirits gallon Rs. 60.00 
For liquor of additional proof, excise duty will 

be charged proportionate to the additional amount. 
6. Jute (hessian), per metric ton Rs.150.00 
7. Jute, sacking and yarn, per metric ton 

Rs. 70.00 
8. BUli, per thousand (but only by those factories 

employing more than 10 labourers)   Rs.    1.00 

3. 
4. 
s. 

d.    Patents and trademarks 

The rights of inventors or owners of designs and 
unique names are protected by the Nepal Patent. 
Pcsign, and Trademark Act, 1936. The provisions 
of the Act are descubcd  below. 

1. Patents 

Any person may apply for a patent on an inven- 
tion, in the prescribed manner to the department 
concerned. The application should include an affidavit 
from the applicant that he is the possessor of the 
invention or the legal heir of the inventor, or the 
purchaser of the invention from the inventor. 

The application for a patent must include sketches 
of the invention and full details of its specifications 
and manner of operation. 

The invention for which a patent is applied is 
examined by specialists and other experienced persons, 
and a notice of intention issued by the government 
office concerned. 

In no opposition is received within three months 
of the date of the notice, and if the applicant is deemed 
to be the rightful owner of the invention, the depart- 
ment concerned grants a patent for the invention by 
means of an order (sanad) in his name. If, however, 
opposition is received within three months of the date 
of the notice, the department concerned must deter- 
mine who is the rightful owner, and grant the patent 
to him. 

The life of a patent is from seven to fourteen 
years, and it may be used by the patentee freely during 
that period, or sold by him, so long as he pays the 
prescribed fee. 

The life of a patent may be extended by applica- 
tion submitted no less than six months prior to the 
expiry date. If a patent expires owing to failure of 
the patentee to pay the prescribed fee, it may be 
.einstated if the patentee immediately applies for its 
reinstatement, stating a satisfactory reason for the 
non-payment of the fee. 

The department concerned advertises from time 
to time the articles for which patents have been 
granted. 

2. Designs 
Any person may apply for the registration of a 

new design (not previously used anywhere in Nepal), 
and it will be registered upon payment of the prescribed 
fee. 

A certificate of registration will be given to the 
applicant after the design is registered in the prescribed 
manner, upon payment of a fee ranging from 5 rupees 
to 50 rupees at the discretion of the department con- 
cerned. 

When a design is registered, the proprietor's right 
is secured for five years, and may be extended for two 
additional terms of five years each. 

During the prescribed period for which the design 
is registered, any one who without the written consent 
of the proprietor, imitates the registered design, or sells 
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anv article using an imitation of such design with a 
fraudulent motive, will he subject to a line not exceed- 
ing 300  rupees. 

V    ï'nuU'murks 

Any person may have his trademark registered 
upon payment of a sum ranging from 5 rupees to 35 
rupees at the discretion of the department concerned. 

Any one who counterfeits and uses a registered 
trademark is subject to imprisonment for not more 
than six months, or a fine of not more than 200 
rupees. 

IV.    MARKET   ANALYSIS   AND   SURVEYS 

The concept of market analysis is a novel thing 
in Nepa.1 and has been introduced only recently. 
During the early post-war period, industries received 
a severe setback and experienced successive failures 
since they did not have the guidance of proper market 
investigation and industrial surveys. The need for a 
thorough study of industrial raw materials and other 
availabV resources, in addition to market data, is also 
fcl» Accordingly, the three-year plan includes a 
programme of market surveys under the auspices of 
the Nepal Industrial Development Corporation. 

It is evident that, without proper marketing in- 
vestigation and analysis, the potential output of various 
industries cannot be determined. Since industrializa- 
tion in Nepal is in the preliminary stage, individual 
industries have not yet investigated the market potential 
lor their products nor have any separate institutions 
been established to provide consultant services in this 
respect. At present, the only institutional support for 
such functions comes from the NI DC. To determine 
the market potential for industrial products in the 
country, the N1DC has undertaken a number of market 
surveys and made marketing analyses for existing and 
prospective industrial projects. 

A list of the market survey reports prepared by 
the NIDC is given in table 1. Th.se surveys mainly 
refer to the market within the country. The industries 
covered are: timber, jute, ghee, soap, processing in- 
dustries and other forest-b;- cd industries. Very lately, 
the NIDC has negotiated with foreign consultants to 
undertake market investigation outside the country, 
especially in India. The major industri« s to be 
covered are pulp and paper, plywood and chipboard, 
woollen textiles and so on. The findings of these 
studies will be passed on to prospective investors. 

With regard to market analysis, the NIDC has 
since its establishment made about 120 project studies 
of various industries, including those seeking licences 
from the Department of Industry, to ascertain the 
market potentials for the various products. With the 
in reased rate of investment promotion activities, the 
number of applications for industrial licences to the 
Department of Industry and for financial assistance to 
the NIDC has increased proportionately. To carry 
out marketing and engineering analyses of those in- 
dustries, the NIDC has set up a separate division. 

It is firmly believed thut the volume of activity 
in preparine market analyses and surveys will increase 
in line with the increasing industrial activity in the 
couniiy. It has been proposed that the NIDC IK

1 

reorganized into three separate bodies, one of which, 
the Industrial Development and Productivity Centre, 
will carry on the present activities in a more concen- 
ti ated  form. 

The market analyses and surveys already eon- 
ducted in the country have enabled a number of 
factories to be started up in recent years. Most of 
them are sugar mills, saw mills, leather and shoe 
factories, soap factories and the like. Market surveys 
aie being conducted on paper and pulp, woollen 
textiles, plywood and chipboard, and other industries, 
and actual implementation of these projects may thus 
be expected in the next few years. 

V.     MOBILIZATION OF CAPITAL FOR INDUS- 
TRIAL DEVELOPMENT 

a.     Rate of capital investment in industry 

In the absence of a census of manufacturing it 
is very difficult, if not impossible, to make an assess- 
ment of the rate of capital investment in industry by 
sector. However, a record of the licences issued by 
the Department of Industry to set up industries is 
available. According to the Nepal Company Act, 
1964. persons desirous of undertaking any enterprise 
must submit an application for registration in the 
Department of Industry. The law classifies industrial 
concerns into four categories: 

1. Private company 
2. Private limited company 
3. Public limited company 
4. Partnership 
The amount of authorized capital and paid-up 

capital has to be mentioned in the registration form. 
According to the record of industrial firms regis- 
tered in the Department of Industry, the paid-up 
capital of those firms from 1955 to 1965 was as shown 
in table 3. 

TABLE 3.    ADDITION«, PAID-UP CAPITAI   or FIRMS RF.üISU.R. I> 

IN  THt  DEPARIMLNT OF  INDUSTRY,   19551965 

(thousand  rs.) 

1955/1956        
1956/1957        
1957/1958        
1958/1959        
1959/1960        
1960/1961        
1961/1962        
1962   1963        
1963/1964        
1964/1965 (fust  5 months) 

Total   mid-Dee    1964 

.iiiäil tondi 
yuta up nií'ttul index 

t Oliti k, I (l'/".r,/<t,= l00) 

69,433 
3,045 
3,565 
2,628 
8,254 

28,876 
20,079 
28,155 
39,213 
22,510 

100 
117.8 
86.3 

271.1 
948.3 
659.4 
924.6 
,287.8 

225,762 
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As oí mid-December 1964, the amount of paid-up 
capital of the registered industrial firms in the private 
sector was Rs. 225.8 million. At the end of FY 
\'-)>5 i956, when the first live-year plan started the 
paid-up capital had amounted to Rs. 69.4 million only. 
In the absence of investment data, it may be appro- 
priate lo take the paid-up capital of the registered firms 
as the capital investment in industries in the private 
sector. On the basis of that assumption, the figures 
given in table 3 show that the annual rate of net 
capital investment in industry has been increasing 
since the start of first livc-vcar plan, except in FY 
1958 1959 and FY 1961, Í962. The magnitude of 
the increase in capital investment was, however, low 
during the first four years of the first tive-year plan 
period. The annual net capital investment in indus- 
tries was 8.3 million rupees in FY 1959/1960. and 
this was increased bv more than three times in FY 
1960/ 1961. The figures for FY 1962 1963 and FY 
1963'1964 were 28.16 million rupees and 39.2 mil- 
lion rupees, respectively. Taking FY 1956/1957 as the 
base year, the index of net capital investment for in- 
dustries in FY 1963/1964 was 1,287.8. From these 
figures, it can be seen that, although the amount of 
capital investment in industry in Nepal is still low, the 
increase in net investment has been spectacular. 

The amount of paid-up capital of firms registered 
in the Department of Industry since 1955 is shown 
in table 4, by types of industry. 

Although the amount of paid-up capital recorded 
in the registration form does not indicate the actual 
amount of capital investment, it docs help to show the 
trend of net capital investment per annum for industries 
in Nepal. One may argue with a little more logic 
that the paid-up capital registered will not actually 
be invested in the same year, and the amount of 
paid-up capital of the industrial firms registered in 
earlier years will be invested in the following years. 
In this case, one has to assume that the capital invest- 
ment committed by industrial firms while making 
registration each year will be counterbalanced by an 
equal amount of investment carried over from preceding 
years. 

The N1DC has made an attempt to estimate the 
capital investment in industries in the private sector 
during the three-year plan period on the basis of the 
amount of investment generated for industrial deve- 
lopment through NI DC participation. According to 
that estimate, the total capital investment in industries 
in the private sector during the three-year plan period 
was 102.2 million rupees, of which 63.9 million rupees 
was invested through NIDC participation and 38.4 
million rupees without NIDC participation. During the 
three-year period, capital investment in industries in 
the private sector was made at the rate of 34.0 million 
rupees per annum. 

Investment in the private industrial sector during 
the second five-year plan has been estimated at 300 
million rupees that is 60 million rupees per annum. Of 
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this, a total of 102.1 million rupees is to be generated 
through NIDC participation. The estimates of capital 
investment along with possible industries are shown 
in table 5 and 6. 

TABLE 5.    PROBABLE INVESTMRNT IN INDUSTRY 
IN THE NEXT FEW YEARS 

(thousand rs.) 

Financial 
assistance 

Private       to be provided 
Project equity (primarily 

industry cost investment   through NIDC) 

Agriculture: 
Sugar      49,000 17,150 31,850 
Fruit canning and     
Preservation     1,000 350 650 
Brewery and distillery   .. 5,000 1,750 3,250 
Rice and flour mill   .... 7,500 2,625 4,875 
Oil   Mills     2,500 875 1,625 

Forest-based: 
Saw mills and furniture  . 10,000 3,500 6,500 
Plywood and chipboard  . 8,000 2,800 5,200 
Pharmaceuticals       3,000 1,000 2,000 
Rosin and turpentine   ... 1,200 420 780 

Textiles: 
jute                15,000 5,250 9,750 
Woollen  textiles     1,500 1,000 500 
Hosiery      1,000 300 650 

Chemicals: 
Soap         3.000 1,050 1,950 
Paint and varnish     1,000 400 600 
Cement      23,400 8,190 15,210 

Minerals: 
Mines and  minerals   .... 3,000 1,300 1,700 

Engineering: 
Automechanic workshop . 3,000 1,200 1,800 
Foundries     600 200 400 

Leather: 
Leather works     3,000 1,050 1,950 

Hotels: 
Hotel  projects     42,000 17,000 25,000 

Miscellaneous: 
Cold  storage     2,000 700 1,300 
Electric  goods     350 125 225 
Others        15,000 5,000 10,000 
NIDC   investment   in   in- 

dustrial    districts,    old 
and new     10,000 — 10,000 

Total      211,050 73,285 137,765 
Transport     facilities     in 

the private sector   .... 12,000 4,200 7,800 
Power    development     in 

the private sector   .... 5,000 1,750 3,250 

228,050 79,235  148,815 

Of this projected investment, it is assumed that 
only 80 per cent will be actually implemented during 
the second five-year plan period, and the rest will 
be carried over. On this assumption, net investment 
during the five-year plan will be as follows: 

Set 
investment (    TV our 
Jitrtn? th- I" ihr Tniat 
ihnj ¡Ian l>.;,:;/, ¡'¡.in tnrftntfnt 

1. Project  cost           182,440        45,510     228,050 
2. Private   investment 63,388 15,847       79,235 
3. Financial       assistance 

from NIDC and other 
sources            119,052        29,763      148,815 

TABLE 6.    INVESTMENT IN INDUSTRII S WHICH MAY BE STARTED 

DURING  HIE SECOND I IVE-YI \K PLAN  (IF CERTAIN 

CONDITIONS ARE  EULIILIED) 

(thousand  rs.) 

Financial 
assistance 

Incale to be prnttded 
l'ri.jtu atony (primarily 

lndu>:ry cost inteilmenl    through \//»r) 

Textile: 
Jute     35,000        12,250       22,750 
Cotton     30,000        10,500       19,500 

Chemical: 
Glass container     1,370 480 890 
Cement            32,000        11,200      20,800 

Metal-based: 
Re-rolling mills     2,000 700 1,300 

Forest-oased: 
Pulp and paper           95,000        33,250      61,750 

Total           195,370        68,380     126,990 

Note: Net investment during the plan period is es- 
timated at 10 per cent of the above total. On this assump- 
tion, net investment is as given hereunder: 

Net 
investment Carry over 
during the to [he Total 

plan period fourth plan       investment 

1. Project cost     19,537      175,833      195,370 
2. Private   investment   .. 6,838        61,542       68,380 
3. Financial       assistance 

from NIDC and other 
sources      12,699      114,291      126,990 

The three-year plan envisaged the receipt of 
foreign loans amounting to 60 million rupees to meet 
development expenditure. So far. the Government 
has obtained a loan in sterling from the United King- 
dom equivalent to 11.2 million rupees and a loan in 
roubles from the Soviet Union equivalent to 20.9 mil- 
lion rupees. The sterling loan is for power development 
while the rouble loan has been used for the construction 
of a sugar mill and a cigarette factory, which are now 
in operation, and a hydro-electric power project which 
will be ready soon. Repayment to the United King- 
dom is to be made in convertible currency, while the 
rouble loan may be repaid in kind, in Indian currency, 
or in any currency acceptable to both parties. Apart 
from these loans negotiated directly by the Govern- 
ment, Nepal has also received loans from the United 
States to the amount of $1,400 million in US dollars 
and $2 million in Indian rupees through the NIDC. 
Also, a loan of DM 2 million was granted to the NIDC 
by the Government of the Federal Republic of Ger- 
many. The NIDC has been using these funds, from 
foreign countries to provide loans to industrial tenants 
in order to set up new industries and to improve 
existing industries in Nepal. The Nepalese Government 
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has also received a loan of 10 million Indian rupees 
from India. 

b.    Structure of the capital market 

Nepal does not possess a fully-organized money 
market. In order to promote loeal as well as foreign 
private investment and to extend credit facilities to 
private industries, the Nepal Industrial Development 
Corporation was set up in 1959. This Corporation 
participates in private industrial enterprises. To 
encourage investment in the private sector, the Govern- 
ment has decided to establish a stock exchange in 
Kathmandu and it is expected to be icady in 1965. 

1.     Nepal Bunk Limited 

Nepal Bank Limited is the only commercial bank 
in Nepal, and also the oldest financial organization 
in the country. Incorporated under the Nepal Bank 
Act of 1937, it is partly private and partly government- 
owned; the Government holds 52 per cent of the shares, 
entitling it to 30 per cent of the voting power. In 
the absence of discount operations by the Central Bank, 
the interest rate structure has been fixed by the Nepal 
Bank in a manner which has not been conducive to 
the mobilization of private savings; the rate of interest 
paid on saving deposits has been low in relation to 
the higher rates of interest charged on loans. The 
commercial nature of the Nepal Bank has also limited 
the spread of banking facilities lo outlying regions, 
thereby hindering the monetarization of the economy. 
Its demand, savings and fixed deposits rose from 
47.5 million rupees in mid-July 1959 to 1115 million 
rupees in mid-April  1964. 

During the same period its advances to ihc private 
sector increased from 34.2 million rupees to 90.8 
million rupees, the bulk of this being used to finance 
trade with India. The rest of the Bank's loan portfolio 
consists mostly of advances against the collateral of 
gold and silver bullion, fixed deposit receipts, share 
certificates, and property title deeds. 

Its domestic cash resources are composed of cash 
in vault and deposits with the Rastra Bank. The 
interest rate on current deposits and on savings deposits 
has been \i per cent and 1 Vi per cent, respectively, 
while the rates for loans and advances for imports 
have ranged from 5'i per cent to 7 ' '2 per cent, and 
the rate of credit against the security of gold and silver 
has been 7 per cent. Loans and advances cannot 
exceed a year in maturity, and are made only against 
security of propcly. 

2.    Nepal Rastra Bank 

The Nepal Rastra Bank is the Central Bank of 
Nepal. It was established through the Nepal Rastra 
Bank Act which was enacted in 1955, and it started 
to operate in 1956. The Act vests the Nepal Rastra 
Bank with the sole right to issue notes; however, the 
power to issue notes has been exercised since 1960 
only.    The value of notes issued by the Nepal Rastra 

Bank increased from 54.9 million rupees in mid-July 
1957 to 249.3 million rupees in mid-June 1964. The 
value in mid-June 1963 was 152.9 million rupees. 
The increase in notes issued reflects the increase in 
monetary circulation and the replacement of Indian 
currency by Nepalese currency. The Nepal Rastra 
Bank is authorized to make mortgage loans and en- 
gage in warehouse financing within town panchayats, 
and to make loans to co-operatives. The total amount 
of treasury bills and bonds that the Nepal Rastra Bank 
can hold is not limited, but the amount that the 
Government can discount each year is limited by the 
appropriations in its approved budgets. 

The Nepal Rastra Bank is also charged with the 
task of mobilizing capital for trade and industry, as 
well as developing the banking system in the country. 

It receives private deposits, and these increased 
from 4.7 million rupees in mid-July 1959 to 53.0 mil- 
lion rupees in mid-April 1964, in spite of the fact that 
it cannot legally pay interest on its deposits. Its 
advances to the private sector increased from 1 million 
rupees in mid-July 1959 to 3.5 million rupees in mid- 
September 1964. It can not grant ordinary commer- 
cial loans, and its industrial loans must be considered 
sound by both the Bank and the Government. 

3.    Loans to small and village industries 

The Government has also provided small loans 
for the establishment of small-scale and cottage in- 
dustries through the Department of Cottage and Small 
Industries. 

4. Government Employees' Provident Fund 

More attention is now being directed to the task 
of mobilizing domestic savings. Serious consideration 
is being given to the promotion of such schemes as 
postal savings, and life insurance policies. Government 
employees contribute to a compulsory provident fund 
from their monthly salaries. An attempt has been 
made to channel the resources of the provident fund 
into investment in industries. 

5. Establishment of new commercial bank 

With a view to improving the money market and 
mobilizing private savings in accordance with the 
proposal of the Nepal Rastra Bank, the Commercial 
Bank Act was enacted in 1964. The Act provides 
for the establishment of a new bank, which will be 
an autonomous and corporate body with perpetual 
succession. The paid-up capital of the bank is to be 
not less than one million rupees and the authorized 
capital not less than Rs. 4 million. The main objec- 
tive of establishing such a bank is to make the necessary 
credit available for industry and trade. 

6.    Issue of government bonds 

For the first time in the history of Nepal, govern- 
ment bonds were floated in FY 1963/1964. Public 
enthusiasm to purchase the bonds is quite encouraging. 
Out of Rs. 13.1 million worth of government bonds, 
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TABLE 7. REVENUE   AND  EXPENDITURE IN  THE  REGULAR   BUDGET, 

1956/1957  TO 1964/1965 
(thousand rs.) 

FY ; y M 
FY VìVIMI FY FY FY FY FY ¡••••<M I'/M/M 

I9K/S7 ;'.«/''' IWI/M i'tm/61 l'».l/t,< l<M,'/hl Kr,,,rd Buäfrl 
A< lual Frl. Actual Anual Annal Annul A,;nal Ksl. Eu. 

Revenue 54,845 64,432 72,647 84,047 93,652 105,401 1 19,542 157,999 178,900 
Expenditure 44,995 87,665 66,858 85,980 107,275 104,576 116,238 117,689 123,112 

Surplus or 
Deficit + 9,850 —23,233 + 5,789 — 1,933 — 13,623 + 825 + 3,304 + 40,310 + 55,788 

the general public has purchased bonds worth Rs. 9.0 
million. It has been proposed to issue bonds at the 
rate of Rs. 10 million a year during the second five- 
year plan period. 

7.    Government saving 
The Government is aware of the great need to 

improve the mobilization of domestic savings to finance 
development expenditure. The principal aim of the 
Government's budgetary policy is to minimize regular 
expenditure and to increase government revenue, so 
that sufficient domestic resources may be made 
available to finance the development plan. To achieve 
the desired "austerity", the Finance Minister has 
proposed abolishing those agencies and departments 
which are no longer suited to the needs of Nepal. 
Among the economy measures adopted by the 
Government, public utilities such as electricity services, 
the ropeway and other transportation services were 
converted into statutory corporations run on basically 
commercial lines. The regular expenditure of the 
Government has been considerably reduced by adopting 
these measures. 

As a result of the austerity measures introduced 
by the Government, the amount of government saving 
has been increasing satisfactorily. In FY 1960/1961, 
there was a deficit of Rs. 14.0 million in the regular 
budget. Since FY 1961/1962, however, there has 
been a surplus. In FY 1963/1964, the surplus 
amounted to Rs. 40.3 million and it is expected to 
reach Rs. 56.0 million in FY 1964/1965. The 
revenue and expenditure in the regular budget of the 
Nepalese Government for the period of nine years 
from FY 1956/1957 to FY 1964/1965 are presented 
in table 7. 

8.    Monetization 
The economy of Nepal is based on agriculture, 

which absorbs more than 93 per cent of the total 
economically active population. More than 64 per 
cent of the national income is contributed by agricul- 
ture. Most areas of the country have not yet been 
monetized and possess no banking institutions. In 
th.*e circumstances, an exceedingly high proportion 
of household savings is in the form of non-financial 
asset such as houses, land and equipment. There is 
no possibility of an improvement in the field of capital 
mobilization without monetization of the area. Also, 
there has been no proper action to channel savings for 

investment. Realizing this, the Government passed 
the Commercial Bank Act in 1964 to provide in- 
stitutional financing facilities in the country. The 
Nepal Rastra Bank and Nepal Bank Limited have also 
opened branches, sub-branches and depots in several 
parts of the country. The Government has given 
priority to development projects in rural areas, so that 
those areas will become monetized. The total money 
supply in the country increased from 87.7 mil- 
lion rupees in mid-July 1959 to 355.2 million rupees 
in mid-July 1964, one of the causes of the increase 
being the monetization of non-monetized areas. 

9.    Land reform and compulsory saving scheme 
Institutional reform in agriculture is a pre-condi- 

tion for the mobilization of private capital in rural 
areas. In order to raise the saving capacity of 
cultivators, the level of their income has to be raised, 
and without institutional reform this is not possible. 
In the past, the rich community in Nepal has been 
represented by the landlords, who are reluctant to 
make investments in fields other than agriculture. In 
order to raise productivity in agriculture and to direct 
inactive capital and manpower from the land to other 
sectors of the economy, the Land Reform Act was 
introduced in FY 1964/1965. This Act has been 
enforced in sixteen selected districts of Nepal, and it 
includes a clause on compulsory savings and credit 
arrangements. 

According to the Land Reform Act, every land- 
owner as well as tenant is required to make compulsory 
savings in kind at the prescribed rates, from the main 
annual crop on the land owned or cultivated by him, 
and to deposit them with the prescribed committee, 
agency, or authority. In the case of lands yielding 
cash crops other than food grains, the savings must be 
deposited or caused to be deposited in cash at the 
prescribed rates. Interst at the rate of 5 per cent per 
annum is paid on the savings deposited. The penalty 
for any person who fails to deposit savings as required 
is a fine not exceeding 1,000 rupees. In all the six- 
teen district where the Act has been enforced, the 
compulsory saving programme has been implemented 
satisfactorily. 

10.    The NI DC and private investment generation 
The Nepal Industrial Development Corporation 

has played a major role in generating private capital 
for the industrialization of the country.   It was esti- 
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TABLE 8.    FORLIGN GRANTS TO NEPAL 

Ftic.il  year h T.nimim proposti        Kmmattd expenditure f 
1962/6Ì1964/6S in three Mieti               aurina three year, 

,     ,                                      ,,„,»„„                   teS\,n\.teiin FY  1962/¡963 to                FY   I962/I96Ì  to 
VtTvlT                             mW t^Tplan) FY   I9ÌW9U FY   1W/I961 

 W<                       77I                      210 258.2                      197.5 
United States              298.5                         "^ 6J 3                        4, 0 

India    •                     '»»•"                          ,,                       40 25.4                       19.8 
China, Peoples' Republic of                      46.V                          '•'                        ^ 22,                         3 , 
Soviet Union               J» "                                                      ,5 J3                         3.1 
United   Kingdom                                        4.8                         ^                        __ ?                          _ 
Switzerland                 '•{                          _                         _ _                          — 
Canada               '•'                          _                        '_ _                          — 
Australia                  "•"                            __                         _ l4 

New Zealand                  «•*                                                        _ 2'6                          1.6 
Ford  Foundat.on                                        ".7 03                          _ 
United  Nations                                            "•»                           _                         _ 5                             ^\d 
Unspecified other countries —         

Total      "¡zlï 138.1 500 381* 272.2 

iT^fa^V'iÄ^iJÄ'll« ve-, the amount  released   through «he  government  budge,   was  only 

RS   "certa!n°snpecific projects financed by foreign aid are not included. 
- Includes only funds released through government budgets. 
" Includes assistance from  Switzerland  and New Zealand. 

mated that, during the three-year plan period, loans 
approved by the NIDC to private entrepreneurs would 
amount to 57.3 million rupees of which 26.6 million 
rupees would actually be disbursed. During the same 
period, investment committed by the borrowers would 
amount to 75.81 million rupees of which 30.3 million 
rupees would actually be invested. Equity investment 
from the NIDC would amount to 7 million rupees 
during the three-year plan period. It was thus esti- 
mated that private investment generation through 
NIDC participation for industrial development would 
amount to 63.9 million rupees during the three-year 
period. In addition, the Cottage and Small Indus- 
tries Department of the Government has been supply- 
ing loans for the development of small-scale and 
cottage industries. 

11. Importance of foreign capital 
It is tentatively estimated that more than 50 per 

cent of the national investment in Nepal has been 
financed by exernal sources. Of the estimated national 
investment of Rs. 204. 1 million per annum in the 
public sector, external sources have financed Rs. 
162.4 million. Estimates of foreign grants to Nepal 
are shown in table 8. 

As a result of measures taken by the Government 
to reduce regular expenditure and to raise domestic 
revenue, government revenue increased from Rs. 93.6 
million in FY 1960/1961 to Rs. 158.0 million in 
FY 1963/1964. Government domestic revenue is ex- 
pected to amount to Rs. 178.9 million in FY 1964/ 
1965, and it has been estimated that, during the next 
plan period, government saving will amount to Rs. 80 
million per annum. 

However, Nepal will have to depend on external 
sources for a number of years in its efforts to develop 
the country. 

12. Promotion of foreign investment 
The need for foreign capital in carrying out in- 

dustrialization in a country like Nepal cannot be over- 
emphasized. Because of the low level of savings and 
the lack of entrepreneurial capacity, Nepal always 
welcomes foreign capital in its efforts to industrialize 
the country. Equality of treatment between foreign 
nationals or organizations and Nepalese nationals or 
organizations in establishing industries is the main 
theme of the Industrial Enterprise Act (see Chapter 
III. A. 1). 

His Majesty The King has said that "In the field 
of industrialization, the policy of my government is to 
encourage both local and foreign private investment in 
all industries other than those of defence". 

VI.    INSTITUTIONAL ARRANGEMENTS  FOR 
INDUSTRIAL PROMOTION 

a.    Th« NIDC: Introduction 

Nepal, deliberately isolated by the Rana rulers in 
the field of systematic industrialization, has only re- 
cently been able to formulate industrial development 
programmes by conscious planning efforts. The deve- 
lopment of modern industries started a few years ago, 
but these industries could not all survive for long 
owing to the lack of basic facilities and proper inves- 
tigation. The need for a planned approach in this 
field was felt. A significant step toward promoting 
industrialization was the establishment of the Nepal 
Industrial Development Corporation (NIDC) in 1959, 
with a total capital of Rs. 10 million. The NIDC is a 
public corporation wholly owned by the Government 
and it has been the only agency to promote industriali- 
zation in Nepal. It has proved to be a major stimulus 
to industrial development in the country. 
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Other institutional arrangements necessary for as- 
sisting and promoting industrial activities are still 
lacking. There are no separate public or private in- 
stitutions specifically designed to work as an industrial 
development bank or productivity and management 
centres and industrial research institutions. For this 
reason, the role of the NIDC at present is vital. It 
tries to cater for all the mainfold needs of industrial 
development. It is a development bank, a productivity 
and management centre, an industrial research institu- 
tion, and so on, although at present its functions in 
fields other than financial and technical assistance arc 
limited. 

Formerly, the NIDC was merely an industrial 
development centre, its function being confined mainly 
to providing assistance to industry. It became a Cor- 
poration in 1959. Since the establishment of this 
Corporation was directly attributable to the lack of an 
organized capital market and other institutional facili- 
ies, it carries on divers functions and services with the 
broad objective of expediting industrialization. 

As the nation's industrial finance corporation, it 
renders the following functions and services: 

1. issues long- and medium-term loans for 
the establishment of new industries and the 
modernization of existing ones 

2. provides expert advice and training both to 
private industrialists and the Government for 
the successful organization of industries. 

3. encourages industrial development by pro- 
viding financial assistance in the form of 
shares, stocks, bonds and debentures. 

4. assists and organizes industries on its own 
initiative to demonstrate existing and new 
possibilities for industrial growth. 

To carry on its day-to-day activities, the NIDC 
is divided into the following departments: 

1. Industrial Finance Division: handles indus- 
trial banking transactions and performs the 
development banking functions of the cor- 
poration; 

2. Industrial Feasibility Division: provides 
NIDCs clients and different government 
agenciew with feasibility studies and analyses 
in respect of different industrial projects; 

3. Productivity and Training Division: extends 
preliminary consultation programme for in- 
dustries in respect of employee training, pro- 
duction methods, increased efficiency and 
productivity; 

4. Investment Promotion and Publicity Division: 
develops, supervizes and conducts promo- 
tional and publicity campaigns for the 
Corporation, in order to arouse entre- 
preneurial interest, domestic as well as 
foreign, and to create an increasingly 
favourable investment climate in Nepal; 

5. Administrative and Accounts Division: looks 
after the day-to-day business affairs of the 
Corporation. 

b. Achievements of th« NIDC 

During the short period of its existence, the NIDC 
has promoted and assisted quite a number of industries. 
The total amount of financial assistance including 
equity investment increased cumulatively from Rs. 
716,000 in FY 1959/1960 to Rs. 38.5 million by the 
end of FY 1963/1964. Correspondingly, the private- 
investment stimulated through NIDC participation 
increased cumulatively from Rs. 368,000 in FY 
1959/1960 to Rs. 48.6 million by the end of FY 
1963/1964. Thus, the total industrial investment 
committed through NIDC participation in the private 
sector amounts to Rs. 87.1 million. 

In its early stages, the NIDCs assistance was 
mainly for the modernization and expansion of existing 
industries. Its assistance programme today covers 
varied industrial fields such as hotel projects, jute in- 
dustries, sugar, breweries, food processing, textiles, 
transport organization and power projects. 

During the next five-year plan, the NIDCs activi- 
ties in the industrial field will expand rapidly, as it is 
able to arouse effectively the interest of entrepreneurs, 
both local and foreign, supported by an increasingly 
favourable investment climate primarily due to the 
stable administration. To give a further fillip to the 
industrial sector, Rs. 100 million have been set aside 
in the plan for the private sector, to be provided 
through the NIDC in the form of loans. The industries 
not likely to be helped by the NIDC are sugar, food- 
processing, tea, forest-based industries, textiles, cement, 
leather, small engineering, and so forth. 

c. ProfcUmt •« th« NIDC 

Like all development banks in developing coun- 
tries, the NIDC faces certain difficulties and problems. 
Being the country's first industrial financial corporation, 
its present activities are confined simply to borrowing 
from the Government and other financial institutions on 
the one hand and investing in long-term loans on the 
other. One of the major obstacles to mobilizing 
domestic savings for industrial investment in Nepal is 
the lack of a capital market. In this respect the NIDC 
has not yet been able to achieve much success. 

Also it is not running on a profit-and-loss basis 
and this inhibits the sale and purchase of industrial 
shares and debentures. 

4.    PropMMl iMliMtrkil «VnUpiwwit «fcnckM 

Adequate institutional facilities are greatly desired 
to support the increasing industrial activity. More and 
more special agencies such as development banks, in- 
vestment centres, productivity and management centres 
and industrial research centres, designed to promote 
and assist industries, must  be created.    The present 

i 



68 INDI STRIAI    DEVELOPMENTS   IN   ASIA   AND   THE   FAR   EAST 

activities of the NIDC are sufficiently d.verse to suggest 
the desirability of splitting it into three separate or- 
ganizations. The essential purpose of this reorganiza- 
tion would be to relieve the NIDC of all its non- 
banking' activities, with the result that the NIDC would 
begin to show an opentirg profit. It should then be 
possible to induce private capital to purchase equity 
stock of the NIDC, and this change would facilitate the 
mobilization of domestic savings for capital formation 
and also the securing of foreign loans. 

Three separate organizations have been proposed. 
1. The Industrial Development and Productivity 

Centre, 
2. The Industrial District Corporation, 
3. The Nepal Industrial Development Corpora- 

tion. 
Relieved of all its 'non-banking activities, the 

existing NIDC would carry on its functions as an in- 
dustrial development bank, concentrating on its bank- 
ing activities only. 

The proposed Industrial Development and Pro- 
ductivity Centre (1DPC) would be entrusted with 
•non-banking' activities such as promotional, engineer- 
ing, technical and market analyses and consultation on 
productivity and management. These services are 
currently rendered by the NIDC itself through the 
Industrial Feasibility Division, the Productivity and 
Training Division and the Investment Promotion and 
Publicity Division. 

The proposed Industrial District Corporation, as a 
new subsidiary company, would take over the opera- 
tion of Balaju and Hetauda Industrial Districts and any 
other districts brought into existence by the NIDC. 

It is proposed to bring these organizations into 
existence at the beginning of FY 1965/1966, the pre- 
paratory work being finished in FY 1964/ 1965. 

c.    SIMH-M*I« «ml c«t«9« in4iM»rief 

So far, attention has been focussed on institutional 
support for the development of medium- and large- 
scale industry only. To an agricultural country like 
Nepal, the development of small and cottage industry 
is equally important. Cottage industries can offer the 
population fuller employment and an opportunity to 
supplement their income. With this in mind, the 
Cottage and Small Industries Department was 

•stabhshed in 1945 to promote and assist the develop- 
ment of small and cottage industry. 

The establishment of this Department was to 
initiate a small industries programme throughout the 
country. However, the Cottage and Small Industries 
Department was given a new look in 1955 when an 
agreement was signed between the Government and the 
Ford Foundation concerning the introduction of mea- 
sures to check the decline in cottage industries. The 
cottage industries development programme includes the 
Kathmandu Valley Cottage Industries Centre, Cottage 
Industries Regional Development Centres, Cottage In- 

dustries Training and Production Centre, the Central 
Jail and Orphanage Centre and others. 

The major development activities under cottage- 
industries are (i) training, (ii) industrial promotion, 
(iii) assistance in the marketing of handicraft products. 

(i) Training. This programme was initiated 
primarily to assist village craftsmen, artisans and 
small enterprise groups, providing them with train- 
ing in cottage industries and the technical know-how 
of production methods. 

The training programmes are of three types; gen- 
eral training of an elementary nature for two years, 
advanced training for one year, and professional train- 
ing for six or seven months given to artisans. Apart 
from training, extension programmes have also been 
launched, with a view to making technical advice avail- 
able to existing and prospective industries and impart- 
ing training to local artisans through a mobile training 
team. During the current three-year plan, 583 people 
graduated in different crafts and trades from the Kath- 
mandu training centre and about 1,200 trainees passed 
through the regional centres. 

(ii) industrial promotion. The main activity of 
the Department in this field is to promote cottage and 
small industries by providing loan facilities. It also 
aims at absorbing people already trained by providing 
them with credit facilities to open up new firms in their 
villages. During the current three-year plan, a total 
of Rs. 2.67 million has been loaned to 307 industries, 
against the target of Rs. 2.5 million to 350 industries, 

(iii) Marketing assistance. The principal ob- 
jective of this programme is to provide selling and 
purchasing facilities to artisans and small industries. 
Raw materials, machinery and equipment are made 
available to small industrialists at reasonable prices. 
The artisans' products are purchased and sold through 
the Government Sales Emporium. 

VII.    TICHNICAL TRAINING:   MANPOWER 
MVILOfMINT 

«.    Manp«w«r turrty* •** **•• »•«I *•» »»••»•* 

Rational planning for economic development in a 
country and its successful implementation demand up- 
to-date and exhaustive knowledge of the manpower 
situation in the country. Practical development plans 
are generally based upon statistics regarding the current 
and anticipated manpower resources and requirements 
in terms of manners, location and occupation, finally 
upon the consideration of factors influencing the labour 
market. 

In Nepal, the acute need for knowledge of man- 
power resources wa« felt only during the formulation 
of the first five-year plan in 1956. Consequently, at 
the request of the Government, the United Nations 
Technical Assistance Administration (UNTAA) con- 
ducted a manpower survey with the assistance of the 
ILO in January 1957. Although several attempts to 
take a census of the population had been made in the 
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past, a scientific survey of manpower resources was 
accomplished only in 1957, based, nevertheless, upon 
the findings of the population census undertaken in 
1952/1954. 

Table 9 gives an idea of the increase and distri- 
bution of population since 1911. 

r\niF 9.    POPULATION GROWTH AND DISTRIBUTION SINCE 1911 

1911 
1920 
1930 
1941 
1952-54 
1961 

I'.jitern Nepal    Katnmanéu Valley   Western Nepal 

2.733,1 l'l 
x 

2.828,370 
3,755,913 
4,268,868 

x 
367,010 

x 
323,336 
415,637 
456,804 

2,437,667 
x 

3,137,407 
4,268,241 
4,661,987 

Tolti 

5,638,748 
5,573,788 
5.532,574 
6,283.649 
8,473.478 
9,387,061 

Source:   Central Bureau of Statistics. 

The population of Nepal is at present 10 million. 
There is no information on the age structure of the 
current population available. Accepting the proportion 
found in the 1952/1954 census, 56 per cent of the 
population are within the age group of 15 to 59 years. 
Children belo* the age of 15 make up 39 per cent 
of the total population. Further classification of the 
population in terms of economically active and inactive 
(table 10) shows that 89 per cent of the economically 
active population are within the age group of 15 to 59 
vears, and 7 per cent of the economically active popu- 
lation are below 15 years of age. The occupation dis- 
tribution of population shows (table 11) that about 
94 per cent of the economically active persons 
arc engaged in agriculture and less than 2 per cent 
arc engaged in manufacturing. A surplus of man- 
power is found in agriculture and a shortage in the 
non-agricultural sector. 

TABU:  10.    DISTRIBUTION OF ECONOMICAI LV ACTIVI 

POPULATION BY ACE AND SEX, 1952/1954 

Male temé. 

Number 
<tn '000) 

259 
3,708 

186 

4.153 

copulation 

'-.'*" £r"l*P 

Number 
(in -OO0) 

Percentage 
of total 

Nvmber    Percentage 
fit, •000)      of total 

Percentage 
of total 

0-14 
15-59 
M) and ovet 

146 
2,192 

122 

4 
53 

3 

113         3 
1,516       37 

64          1 

7 
89 

4 

2,460 60 1,693       41 100 

The shortage of manpower in Nepal is not in sheer 
numbers of people, but in people with the right know- 
ledge and skills. Skilled labour for construction 
trades, experienced labour for working in newly 
created industries, managerial talent, engineers, 
doctors, chemists and other professional people are 
all in short supply. 

In view of the extreme paucity of skilled man- 
power in Nepal, the emphasis laid on training in the 
first five-year plan is understandable. The plan point- 
ed out that training, more than any other single factor, 
would determine the rate at which plans could be 
translated into action. It estimated that an average of 
at least 5 per cent of the budget of each department 

would be spent on training over the live-year period, 
and that the percentage during the first two years would 
be much higher. 

TAMII   II.   DISTRIBUTION OI   ACIIM  POITI VIION BY 

st.x AND OCCUPATION.  1952/1954 

Active population 

(iccupanon 

Agriculture 

S uni her 
(in   iHiti) 

rrricntujr 
ot total 

Sumhcr    Vertrnugr     Number    Percentage 
lo rifio) ••I ¡••tal uno) ot Intal 

Forestry 
Fishing 
Manu- 
facturing 
Construction 
Electricity 
Gas and water 
Commerce 
Transport 
Other« 

2,257      54 3        1.626      39.6        3,883      93.9 

53 

7 

44 
13 
86 

1.3 

0.2 
x 

1.0 
0.3 
2.0 

27 

14 
0.6 

18 

0.6 

x 
x 

0.3 
0.1 
0.4 

Kl 

8 

58 
20 

104 

18 

.2 
x 

1.3 
.4 

2.4 

2.460      59.0        1.692      41.0        4,153    10O.0 

x        less than one-tenth per cent. 
11 'Other' includes services, mining etc. 

b.    Training programmes in operation 

Essentially three steps are being adopted by the 
Government to eliminate the manpower shortage and 
to adjust the available labour to the available occupa- 
tions. The ultimate aim is to transform the existing 
labour force of the agricultural sector into a well- 
trained group in non-farming and manufacturing 
occupations. 

The first step is in the field of education. Thirteen 
years ago, a formal educational system was virtually 
non-existent in Nepal. Now, Nepal has already 
210,000 students in primary schools, 140,000 students 
in secondary schools and 4,900 students in colleges. 
Four hundred new primary schools are being opened 
each year, existing schools are being up-graded, curri- 
cula have been revised and modernized and an educa- 
tional materials production centre has been established 
with a capacity of 600,000 text books per year. Some 
30 undcr-graduate colleges are now functioning. 

With respect to formal or organized instruction 
for specific applied purposes, twelve institutes are now 
in operation. In FY 1961/1962, a total of 6,351 
persons were receiving training in those institutions. 
The breakdown of this instruction is given in table 12 

The second step involves the reorganization of 
agriculture programmes to increase agricultural pro- 
ductivity. For the effective implementation of this 
policy, a separate department of agriculture with re- 
search and extension components has been established. 
Moreover, a co-operative banking system to stimulate 
production by providing loans has come into existence. 

The third step is a systematic programme of re- 
cruitment, linked with education, to effect 'occupational 
adjustment' from agriculture to the manufacturing 
sector. There is also a programme for providing com- 
pensation and education to children of families work- 
ing on development projects and so on. 
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TABLE 12.   SPECIAUZED SCHOOI S AND INSTITUTES IN NEPAL 

Forestry Institute     
Agricultural   School 
Panchayat    Development    Institute 

(formerly Rural  Institute) 
Nurses Training School    
Auxiliary   Health   Workers   School 
Engineering School   
Home Science School 
College of  Education 
Nurses School  
Survey or Training 
Cottage   Industry   Training  Centi cs 
Census Training 

Yrtr 
e,i,ihli<hrd 

Xumber i>l 

1958 
1957 

1954 
1956 
1958 
1961 
1956 
1957 
1954 
1958 
1957 

Total 

172 
291 

1.12* 
23 
65 
.10 
90 

233 
2,253 

548 
1.425 

168 

6,351 

High-level professional training is also being pro- 
vided through scholarships and other types of grants to 
enable Nepalese to pursue courses of study in foreign 
countries. During the period of twelve years from 
1951 to 1963, 872 persons were sent abroad for 
studies. In FY 1962/1963, alone, 341 persons were 
sent abroad. The number of students sent abroad for 
studies during 1951-1963 is shown in table 13. 

TABLE  13.   NUMBER OF STUDENTS SENT ABROAD 
FOR rruDiEs, 1950 TO 1963 

Field   ol   midy Sumher   <>t   'luden 

Medicine        
Civil engineering       
Specialized medical  subjects 
Chemical   engineering 
Mechanical engineering 
Electrical  engineering 
Other engineering      
Agriculture        
Veterinary science 
Forestry       
Mining       

262 
169 

53 
7 

23 
21 
43 

183 
39 
53 
19 

Total 872 

All the same, it must be admitted that the man- 
power programme is still in its infancy. Only a pre- 
liminary strdy of the manpower needed to avoid a 
bottleneck in the implementation of the plan has so 
far been made in the formulation of the current three- 
year plan (1963-1965). The plan classifies techni- 
cians into three categories, high grade, middle grade 
and low grade. 

High-grade technical personnel are those who 
have passed degree courses in engineering and related 
subjects. Overseers and draughtsmen form the middle 
grade, while the low-grade technicians are skilled 
workers such as masons, carpenters and plant opera- 
tors. Following the example of the first five-year plan, 
the current three-year plan continues the policy of 
training middle-grade and low-grade technicians inside 
the country and sending persons abroad only for high- 
grade training. The plan estimates of technical per- 
sonnel requirements in the three-year period are given 
in table 14. 

TABLE 14.   TECHNICAL PERSONNEL REQUIREMENTS AND 
PLANNED AVAILABILITV IN THE  THREE-YEAR  PLAN   PERIOD 

Source:   Three-Year Plan of Nepal. 

In addition, job and in-service training has been 
provided in association with most development projects 
in Nepal. Another job-training programme is in pro- 
gress for 3,000 accountants, to revise the government 
accounting procedure, and one-third have finished their 
training. In-service training is provided by panchayat 
development officers. The Public Administration De- 
partment has also conducted several courses of instruc- 
tion attended by workers from various government 
ministries. 

Technical assistance has been provided over the 
past decade by various foreign governments and or- 
ganizations such as the United Nations and the Colombo 
Plan countries, in such fields as education, agriculture, 
road construction, public health, industrial develop- 
ment, finance and engineering. 

Tipe   ol   technician 

Civil  engineers     
Mechanical engineers 
Electrical  engineers 
Chemical  engineers 
Electronics engineers 
Mining engineers 
Geologists      
Overseers     
Agricultural graduates   . 
Veterinarians     
Agricultural   diplomas   . 
Fieldmen   and   assistants 
Forest specialists    
Rangers     
Foresters      
Medical  graduates   .... 
Nurses and midwives .. 
Health workers     
Primary teachers    
Secondary   teachers 

87 
5 

12 
2 
I 
7 
8 

202 
50 

6 
214 

36 
37 
52 

130 
150 
27 

166 
4,250 

215 

.\umher 
Additional to be 

number trained 
required        in Sefmt 

81 
13 
16 

2 
6 

11 
360 
66 
30 

352 
62 
22 
62 
379 
43 
69 
78 

2.400 
5(H) 

Number 
to be 

trained 

209 

380 
90 

50 
150 

60 
169 

3,000 
700 

70 
7 
12 
5 

6 
9 
77 
55 
26 

73 
10 

In addition to this, the N1DC has programmes to 
conduct training courses on such subjects as super- 
visory development, method study, corporate account- 
ing, elementary management, executive development 
and office management, in order to foster supervisory 
and administrative skills in the private industrial sector. 

Table 15 depicts the extent of achievements made 
during the first two years of the three-year plan (1962- 
1965). 

Through the programme of sending persons abroad 
for courses of training and higher study on various 
subjects offered by different friendly nations, some 356 
persons were sent in the first two years of the three- 
year plan to India, Tapan, the Soviet Union, the United 
Kingdom, the United States, and various European 
countries. 
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TABLE 15.   NUMBER OF PUISONS TRAINED IN DIFFERENT 
OCCUPATIONS,  1962/1963 AND 1963/1964 

Number Number 
Target of       trained tn teamed in 

all'ir,i the flan Wf.l/fil I'MI/M 

Agriculture 
Agriculture and junior tech- 

nical   assistants            365 171 79 
F icld   assistants   and   fieldmen 90 — — 
Stock peons and supervisors  .        160 15 60 
Forestry 
Rangers      50 24 24 
Foresters            150 40 40 
Engineering 
Overseers,   draughtsmen 290 40 50 
Health 
Nurses   and   midwives   .   .     . 60 12 36 
Health   assistants             198 20 — 
Education 
Primary  school  teachers 3,000 481 787 
Middle school teachers            700 138 62 
Cottage  industry 
Training from Cottage Indus- 

tries Training Centre        2,000 124 1,015 
Patuhayat 
Panchayat  workers          1.500 728 351 
Co-operative Development 
Co-operative officers           180 21 60 

Since the draft outline of the second five-year plan 
(1965-1970) is under preparation, it is legitimate to 
deal briefly with some of the programmes and policies 
envisaged by the Government with regard to manpower 
requirements and measures to be adopted to meet them. 

It is noteworthy that the proposed plan recognizes 
the shortage of skilled manpower that may constitute a 
bottleneck to the effective implementation of the indus- 
trialization programme. The training programmes in 
industry, as scheduled in the plan, are as follows: 
Training  in  Cottage  Industries  Centre, 
Number of modern crafts (13)           200 trainees/year 
Training    in    Balaju    Yantra    Shahla 
Subject — mechanical   training     10 trainees/year 
Training     in     Biratnagar     Workshop 
Subject — mechanical  training     JO trainees/year 

Moreover, the plan proposes that the work initiat- 
ed to establish a training centre in the following crafts 
with the assistance of the Government of the Federal 
Republic of Germany be completed and the centre 
eommissioned: 

Number ol 
Sub/eel Duration tramée > /year 

Automechanics       3 years 18 
Telecommunications mechanics .. 3 years 14 
Plumbing and sheet-metal 

mechanics       3 years 18 

The plan provides for the following number of 
persons to be sent for training abroad: 

Subject Number 
Mechanical engineers and overseers   ISO 
Civil engineers and overseers   ISO 
Electrical  engineers     SO 
Chemical  engineers     50 
Textile technologists       28 
Paper technologists 15 

Cement technologists 
Leather technologists 
Pharmacists        
Metallurgists 

10 
9 
6 

470 

The number of personnel required for the im- 
plementation of private sector industrial projects pro- 
posed in the next five-year plan is 10,446. The break- 
down of the personnel required is shown in tabic  16. 

TABLE 16    PERSONNEL REQUIREMENT FOR PRIVATE INDUMRY 
PROJECTS IN THE SECOND FIVE-YEAR PLAN 

ti hu h may he 
ettjbtiJtrtl Fnr 
m the next nmditmnai 

r,j/i;'.)fv leu  yean tnduitnti 1 "tit 

Unskilled        2,933 
Semi-skilled        1,881 
Skilled        2,133 
Engineers"        333 
Supervisors1"         680 
Clerks        681 
Plumbers        219 
Steam fillers        43 
Blacksmiths 10 
Electricians        282 
Welders        77 
Sheet metal workers      55 
Automobile mechanics     186 
Lathe operators      25 
Carpenters       67 
Instrument technicians 30 
General mechanics       171 
Boiler plant operators   ... 81 
Tool crib clerks, technical 9 

Total              9,896 

" Includes specialists also. 
h Includes managerial staff also. 

The training programme presently being carried 
out will be expanded and training for the following 
categories will be introduced in a new technical school: 

machine operators turbine operators 
electricians carpenters 
welders 
boiler mechanics fitters 
general mechanics 
Private industry will also be assisted to organize 

on-the-job training through the provision of training 
experts. The engineering school will be expanded 
and better equipped, and will organize courses on elec- 
trical and mechanical engineering (junior level). The 
estimated personnel requirements for industry in the 
second five-year plan period are shown broken down 
by industries in table 20. 

VIII.    DEVELOPMENT OF MAJOR INDUSTRIES 

a.    Exiitinf industri«« 

The growth of organized industries in Nepal may 
be traced back to a few years before the Second World 
War.    It was primarily due to private enterprise, but 

159 3,092 
119 2,000 
221 2,353 

5 338 
10 690 
19 700 

1 220 
1 44 
1 11 
1 283 
1 78 
1 56 
2 188 
1 26 
1 68 
1 31 
2 173 
2 83 
1 10 

550 10,446 
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generally resulted from unusual concessions and facili- with up-to-date machines. Secondly, the management 
ties provided by the Government, and temporary stimu- has also been defective in some respects from the 
lants such as war-time scarcities. The past three years beginning. In addition, there have been difficulties re- 
have been a period of gradual modernization of the garding technical personnel, the availability of raw 
existing big industries, but a number of foreign-aided materials from time to time, and the extension of the 
industries such as cigarette, sugar and shoe factories market. 
and a tannery have also been established in the public However, conditions have considerably improved 
sector during the last three or four years.    The leadership 

The first join,  slock  industrial enterprise to be provided by the Government in industrial development 
launched was the Biratnaear Jute Mills in Biratnagar has had marked success 
n 1916     I   is now the most important industrial con- The    match    industry    is    also   dependen ton 
ern in Nepal.    Started with 156 looms and a capital local   raw   matonaia     The   Juddha   Match   Feto y 

o  Rs  800 000 m ordinary shares and a corresponding Limited  was   started   m   1942   in   Birgunj   w th   an 
iount ot debentures, the Jute Mills received great authorized capital of R«  10 million.    A branch factory 
mpe us during the Second  World  War.    The com- was  later opened  '"Biratnagar  with  an  authorized 
plP •   pro peritv continued until .951.    Losses start- capital  of Rs.   500,000.    In  the  very  first  year of 
ed after 1951, however, as a result of internal disorders operation  this mill showed a profit, and so far it has 
such as labour dispute , and the disappearance of the maintained a tradition of high dividends, seldom below 
favourable conditions created by the war.    Moreover, 10 per cent.    It has been working quite •ndependently 
the prices of jute and jute goods fell in  1952.    In *.nce WO  and. as ,t is a small unit, ,t n undergoing 
fiscal year 1952/1953 alone, losses were estimated at a process of expansion. 
more than Rs. 1 million.    However, the programme of Being the first purely Nepalese venture with indi- 
cxpansion started in 1947 has continued more intcn- genous capital and labour the match factory's success 
sively in the last three years has been a continuous source of inspiration for the 

The second jute mill, Raghupati Jute Mills Limited, establishment  of  a  number of similar  industries  in 
was started in 1946 with an authorized capital of Rs. NcPd 

10 million.    From the very beginning, this mill saw In fact, the abundance of semai wood at Pokhara 
quite frequent changes of management until 1953, when in western Nepal led to the establishment of another 
the Government took it over.    At first production did match factory in early 1957, but as a result of certain 
not increase due to various adverse circumstances, and major difficulties such as transport, this factory has not 
in January 1960 the management of the mill was en- succeeded so well. 
trusted to an OPEX manager from the united Nations. The sugar industry also generally  concentrated 
In August 1961, the Government accepted a plan for in   the  neighbourhood   of  cane-growing   area.    The 
improvement and expansion, and the mill has since Morang Sugar Mills at Biratnagar started production 
operated quite satisfactorily under entirely new man- in 1948/1949.    Though some losses were incurred in 
agement. The first dividend was declared recently to the initial stages because of the high cost of produc- 
shareholders for the fiscal year 1962/1963.    This mill tion, there has been slow but steady progress.    Some 
has now 126 looms as against 63 in 1958 and the of the formidable problems of this industry in the way 
average daily production is now   18 tons compared of expansion and development relate to the shortage 
with 6 tons in 1958. of cane and technical inefficiency. 

The production of jute goods (hessian, sacking .       •e Birgunj Cigarette Factory Limited was set up 
and twine) over the last few years has been as follows: m   1947 at Birgunj   and was subsequently expanded. 

However, the  product  has invariably  been of  low 
Production grade.   A cotton textile plant was set up at Biratnagar 

Year                                             (tons) ¡n  1942.   A number ot medium-sized rice and saw 
1957/1958         13,039 mills have been working in various places in the Tarai 
1958/1959         14,493 region.   Some   mineral-based   industries   have   also 
1959/1960         15,277 been set up on an experimental basis. 
1960/1961         13,744 However, in view of the unsatisfactory conditions 
1961/1962                                       14,870 0f these industries, the three-year plan set out to im- 
1962/1963        15,089 prove and modernize them, and to increase their pro- 
1963/1964        17,015 auction.   Details of the existing industries are given 

... in table 17, and the trend of production from 1961 In spite of certain improvements in recent years, .    j^ .   ...   .g                 r 

the jute industry in Nepal has had to face certain pro- 
bien».   First, there is the general probleni ol^rapid ex- 
pansion and renovation of the jute industry, which was • r 

started in the post-war period.   As this industry in Thanks primarily to the stable administration and 
Nepal is more dependent on the foreign market, it attractive industrial policy, the investment climate has 
would be highly desirable to modernize and equip it improved steadily in Nepal and industrial investment 
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TABU    17. F.XISTINü   INDUSTRIES   IN   NEPAL 

Anthnritrd laid up 
\jm, 

Hiratnagar 10,000,000 

tapuiil /£( 1 ( jfju/v 

Raghnputi Julc Mills 4,613,595 12.5  tons 

Biralnagar Julc   Mills Riratmagar 5,200,000 4912,150 40/45  tons 

Morang Cotton Mills Hiratnagar 2,200,000 1.442,597 1.4   million   lb   yarn   and  6 3  million 
yd   textile  a  year. 

Bobbin and Plywood Factory Riiatnugar 950,000 652,429 20.000   sq   fl   plywood 
25  (¡ross  bobbins 

J udii ha  Match  Factory Hiratnagar 500,000 500,000 1,000   fiihs 

Juddha Match   Factory Rirgunj 500,000 500,000 700 gross 

Nepal Cigarette Factory Birgunj .1,000,000 794,690 1.2 lo  1.5  million sticks per year 

Morang Sugar Mills Rirgunj 1,400,000 1,279,975 200   tons 

Hydro-electric Company Birgunj 1,500,000 1,279.950 160 kW 

TABI L 18.   TREND OF INDUSTRIAI, PRODUCTION, 1961 TO 1964 

indu >tf)t Unii 

Tons 

ÍW/I962 

15,034 

w>.>/;%j /961/IW 

Jute 18,514 12,46') (7 months only) 
Sugar Maunds 70,000 46,117 4.1,092 
Cigarettes 500  sticks 258,054* 221,542 374.182 
Matches Gross 295,609 382.162 197.529 (contains figures for only 9 

months for one factory) 

This understates actual production because the output figures for one factory are not available. 

has been rising gradually. The third five-year plan, 
in a more determined effort to intensify the process 
of industrialization, allocates Rs. 410.5 million, or 20 
per cent of the total plan outlay to the industrial sec- 
tor. Of this, Rs. 300 million is for the private sector 
and Rs. 110.5 million for the public sector. These 
financial allocations demonstrate the increasing em- 
phasis laid on the private sector in the development 
of industry. A list of possible industries for the pri- 
vate sector, with their estimated capital investment, 
planned production capacity, and other items is given 
in table 20. Of these new industries being planned, 
some of the big projects will be initiated in the plan 
period only if certain conditions are fulfilled, the most 
important of them being the development of transport 
and power. It should be mentioned here that, since 
the private sector is freely granted licences for any 
feasible project, the actual development need not 
necessarily tally with the projected programme. This 
is just a forecast of the likely development of the 
private industrial sector. 

The second five-year plan also emphasizes, in a 
more pronounced way, the development of industries 
in the private sector. The industries to be established 
in this sector are jute, cotton and woollen textiles, 
cement, paper, forest-based industries, soap and other 
consumer goods industries. Most of this production 
is intended to replace the present heavy imports of 
consumer goods. 

The industries being planned in the public sector 
are mainly those in which the interest of private inves- 
tors is found lacking, but which are important for 
development. Some of them are basic industries such 
as nitrogenous fertilizer, agricultural tools and cement. 
A list of these industries is given in table 19. 

TABLE   19.    INDUSTRIES   I IKELY  TO   BE  ESTABLISHED IN  THE 
PUBLIC   SECTOR   DURING   THE   SECOND   EIXL-YLAR    PLAN   PERIOD 

(1965-1970) 

Industry 

Cement       
Industrial  district 
Nitrogenous  fertilizer       
Agricultural   tools       
Distillery and power alcohol 
Limestone       
Brick and tile       
Soapstone        
Mica        

M, rmni K' ) 

35,000 
20,000 
10,000 
5,000 
5.000 
3,000 
2,500 
2,000 

500 

IX.    EXPORTS   OF   MANUFACTURED   GOODS 
AND SEMI-MANUFACTURES 

a.    Prêtent balance of trade 

There are no complete balance of payments data 
for Nepal. However, the position of the foreign ex- 
change holdings of the Nepal Rastra Bank (Central 
Bank of Nepal) shows that Nepal has a favourable 
balance of payments. Including Indian currency, the 
foreign exchange holdings of the Nepal Rastra Bank 
increased by the equivalent of Rs. 94.7 million from 
mid-July 1963 to mid-July 1964. In the year mid- 
July 1962 to mid-July 1963, the corresponding in- 
crease was only Rs. 33.0 million. These figures 
indicate that the balance of payments position of Nepal 
has been improving. 

Data on foreign trade are available for the eight 
years from FY 1956/1957 to FY 1963/1964. The 
open frontier with India extending over 500 miles and 
the frequency of barter in the border regions make it 
most difficult to obtain accurate trade figures. Record- 
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cd information on foreign trade covers only part of 
the total exports. At present, approximately 90 per 
cent of recorded imports originate in India, and about 
95 per cent of recorded exports go to India, except for 
a small amount of trade with Tibet, all other exports 
and imports pass through India. The foreign trade 
policy of Nepal is designed to achieve a greater degree 
of diversification of both exports and imports by in- 
creasing trade with countries other than India. 

Imports of goods originating in India are free, 
while other imports require import licenses from the 
Ministry of Commerce. The Ministry of Commerce 
cheeks the import applications on the basis of the list 
of goods in the import programme set by the Foreign 
Exchange Committee and approved by the Govern- 
ment. The granting of import licences for industrial 
machinery is also governed by the industrial 
priority list set forth in the development programme. 
When an import licence has been obtained, the 
importer has to apply to the Ministry of Finance for 
foreign exchange to pay for the import. The authori- 
ties issue import licences until quotas are filled on a 
"first-comc-first-served" principle. No discrimination 
is involved in the granting of licences. The issuing of 
import licences to approved industries is more or less 
automatic. 

Imports and exports are subject to four customs 
tariffs, one for Tibet, one for India, one for most- 
favoured nations, and one for other countries. The 
most-favoured nations mentioned in the customs tariff 
schedule are mainland China, Pakistan and the United 
States of America. A bilateral trade and payments 
agreement between Nepal and Pakistan was signed in 
1962, providing for the settlement of payments be- 
tween the two countries through a clearing account in 
inconvertible Pakistan rupees. According to a pro- 
visional payments arrangement between the Nepal 
Rastra Bank and the People's Bank of China, pay- 
ments between the two countries are made through an 
open account in pounds sterling. A trade agreement 
has also been entered into with the United States of 
America. It is the policy of the Government to 
negotiate additional trade and payments agreements. 
Private barter trade has taken place with Poland. Nepal 
has also entered into a trade agreement with mainland 
China and trade agreements with some other countries 
are being arranged. 

b.    Export« of manufactured  goods and semi- 
manufactura« 

Nepal being preponderantly an agricultural coun- 
try, its total exports consist largely of primary goods. 
About 60 per cent of its GNP comes from the agricul- 
tural sector. The industrial sector contributes a very 
small proportion of the GNP. Manufactures therefore 
represent only an insignificant fraction of total ex- 
ports. 

Land-locked between two big countries, China in 
the north and India in the south. Nepal is not free 

and open to trade with the remote countries of the 
world. Trade routes to the north are much more 
difficult because of the topographical conditions, those 
in the south are more convenient for all practical pur- 
poses. Trade with the other parts of the world is 
possible only through India. Traditionally, therefore, 
the bulk of Napalese trade has been with India. In 
fact, trade with India constitutes at least 95 per cent 
of Nepal's total trade. 

The major exports from Nepal consist of a large 
group of primary goods such as jute and jute goods, 
rice, ghee, mustard, rape seed, wood and timber, medi- 
cinal herbs, hides and skins, oilseeds, and tobacco. The 
country's total exports are, however, small in compari- 
son to the heavy imports. 

The major imported items arc textiles, salt, 
cigarettes, mineral oils, iron and steel, other metals and 
metal manufactures, cement, drugs and medicine, 
sugar, tea, motor vehicles and machinery, vegetable 
oils, soaps and a variety of other articles of daily use. 

The volume of exports and imports for last eight 
years is shown in table 21. 

TABLE 21.   VALUE OF EXPORTS AND IMPORTS, 
1956/1957 TO  1963/1964 

(million rs.) 

Year Export! Importi Balance 

1956/1957   95.4 169.8 74.4 
1957/1958   73.3 158.3 85.0 
1958/1959   117.9 223.3 105.4 
1959/1960   131.7 287.5 155.7 
1960/1961   209.7 397.9 188.2 
1961/1962   281.2 454.1 172.9 
1962/1963   379.7 577.0 197.3 
1963/1964   500.0 700.0 200.0 

Source:   Central Bureau of Statistics. 

The figures given in table 21 indicate the chronic 
deficit of trade, and the fact that both exports and 
imports have been increasing steadily, except in 1957/ 
1958. In addition to the recorded trade, there is a 
substantial volume of unrecorded transactions, so 
actual trade will be much larger than the recorded 
figures. These figures relate to visible trade only and 
the invisible trade, which is in favour of Nepal, is not 
included. 

The unfavourable balance of trade may be attri- 
buted to several factors. First, agricultural output, 
which has provided the major items of export, has not 
yet expanded sufficiently to augment the marketable 
surplus. Second, the heavy imports of consumer goods 
have yet to be substituted by local production. Last, 
the export promotion policy recently pursued has not 
yet quite succeeded in boosting the country's exports 
to the desired extent. 

As a dynamic economy deliberately moving with 
ever-increasing development activity towards a high 
level of economic growth, Nepal has considerable 
scope for expanding its international trade. At pre- 
sent, however, the only manufactured goods exported 
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from Nepal arc semi-finished jute goods. There arc no 
export-oriented industries, not even industries pri- 
marily designed to substitute imports. During the 
period of the second plan, the Government achieved 
a breakthrough in overcoming stagnation in the indus- 
trial sector. Ouitc a few modem industries both in 
the public and in the private sector were established. 
As figures on exports of primary goods in terms of 
quantity are not available, it is assumed that W) to V5 
per cent of total exports go to India. 

To take advantage of the exploitable industrial 
r.iw materials in the country, the coming five-year plan 
provides for the establishment of new industries in the 
public and private sectors. Among the industries that 
offer reasonable prospects in Nepal arc jute, paper and 
pulp, cotton textiles, cement, plywood and hardboard, 
rosin and turpentine, drugs and pharmaceuticals, beer 
and soft drinks, fruit preservation and canning, and 
so forth. The establishment of these industries will 
have a marked influence on the pattern of trade, as well 
as on the economic situation of the country. 

The aim is for these industries to manufacture 
export goods on the one hand and to substitute the 
present heavy imports of manufactured goods on the 
other. Emphasis is to be given to the development 
of light consumer industries. Some of the export-poten- 
tial industries likely to be established during the forth- 
coming live-year plan period are listed in tabic 22. 

TAW I :.    INDIMMI s  sou muí)  I-OR  I SI \HI ISIIMLNT 

DURINO   IMI    M(ON!>   l'IVI-VI. \K   l'I \N 

Vrnifcted capacite, 
l,ul„.., v ptr annum                             *J argel dala 

Jutc 15,000 ions 1970 
Plywood   und   haidboau! 1.500.000   sq   ft 1966 
Fruii canning and 87.000 bottles squash 1967 

preservation 29,000 bottles jam 
Brewing and distilling 250.000 Brewery pals 1966 

600.000 Distillery gals 1966 
Paints and varnish 1.000 tons 1966 
Pulp and paper 15.000 tons 1970 
Rosin and turpentine 48.000 tons turpentine 

21.000 tons rosin 
1968 

No efforts have yet been made to devise measures 
for standardization and quality control of industrial 
products for export. Laws and regulations in this 
respect are being laid down and the organizational 
structure to implement these measures is being 
established. Measures for more determined export 
promotion will also be taken in the coming five-year 
plan period. 

X.    MEASURES   FOR   ACCELERATING   INDUS- 
TRIALIZATION,    DIVERSIFYING    MANUFAC- 
TURING    AND    PROMOTING    EXPORTS    OF 

MANUFACTURED PRODUCTS 
o.    Brood strategy of action 

The Government has assigned an important role 
to the private sector to accelerate industrialization in 

Nepal. As domestic savings arc inadequate and arc 
channelled to investment too slowly, Nepal has invited 
foreign capital by providing the necessary foreign ex- 
change provisions, tax concessions, equality of treat- 
ment between foreign and Nepalese nationals, facilities 
for the repatriation of profit and invested capital, and 
other facilities. Indian capital is participating in a 
textile mill, a woollen yarn factory and a sugar mill. 
Industrial development is not possible without the 
necessary infrastructure, such as transport and power 
facilities, technical and skilled manpower. In these 
fields. Nepal lags behind considerably. Develop- 
ment plans in Nepal have given higher priority to 
transport, communication, power and social services. 

Of the total outlay of the three-year plan, 34 per 
cent was allotted for transport, communication and 
power; the next five-year plan proposes to allocate 44 
per cent of the total outlay to those sectors. The 
construction of 1,000 miles of road is scheduled during 
the next five-year plan period, and the installed capa- 
city of electric power is to be increased by 35,000 kW. 

In the next five-year plan, the industrial develop- 
ment programme will be directed both towards 
increasing the capacity of various industries and 
towards the fuller utilization of existing capacity. 
Emphasis will be given to the establishment of con- 
sumer goods industries and industries that will help to 
expand exports and earn foreign exchange, and also 
industries that make use of domestic resources. In the 
next five-year plan, a total of Rs. 110 million has been 
allotted in the public sector for industry. The follow- 
ing industries will be established in the public sector: 

Agricultural implements factory 
Brick and tile factory 
Cement factory 

In addition, the capacity of the Government- 
owned Timber Corporation will be expanded. Indus- 
trial estates will be established at five different places 
and industrial surveys will be continued to provide a 
basis for planned and effective utilization of the 
national resources. 

Greater financial and technical assistance will be 
piovidcd to the private sector. The industrial pro- 
gramme in the next five-year plan calls for Rs. 300 
million in the private sector. Through the Nepal 
Industrial Development Corporation, the Government 
will provide loans amounting to Rs. 100 million to 
private entrepreneurs. 

It has to be admitted that Nepal does not possess 
the required resources of technical know-how for the 
promotion of industrial growth to a desired level. It 
needs technical and financial assistance from inter- 
national organizations and developed countries for the 
success of its industrial programme; of particular 
interest are joint ventures, by which technical and 
managerial know-how could be made available, in 
addition to the much needed capital. 
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The Government of Nepal has designated the 
NIDC as the agency to conduct surveys of industrial 
raw materials, and to undertake pre-investment studies 
of   possible   industries.    With   the  collaboration   of 
foreign agencies the NIDC has a programme to under- 
take feasibility studies on paper, plywood and chip- 
board, ropeways and glass products. Feasibility studies 
on a large number of medium- and small-scale indus- 
tries, such as jute twine and rope, a tannery and bone 
mill, a re-rolling mill, a brewery, cold storage, straw- 
board,   soap,   lime,   handmade  paper   and   so  on, 
will   be   undertaken   almost  wholly  by   NIDC  per- 
sonnel.    Preliminary studies will also be undertaken 
on tea, tin-containers, ghee and integrated oil mills. 
Shortage of capital and shortcomings in entrepreneurial 
and managerial talents are the basic factors to be over- 
come in Nepal.   These deficiencies can be removed by 
the establishment of joint venture industries.    In 1960, 
Nepal signed an Investment Guarantee Agreement with 
the United States in order to encourage the inflow of 
private investment from that country. 

b.    External assistance needed 

1. Joint ventures 
Resources investigations and surveys have been 

started recently, as effective planning for the utilization 
of resources is at present very much restricted to a few 
known resources, of which forests, hydropower and 
tourist trade are the major ones. Based on these, we 
can suggest a list of industries for which joint ventures 
would be highly beneficial to Nepal. The industries 
proposed for joint ventures, along with the financial 
requirements, production capacity and probable sites, 
are shown in table 23. 

TABLE 23.   INDUSTRIES PROPOSED FOR JOINT VENTURES 

F.itimated fixed 
capital rfqmreà Production 

IñJmlry { 000.Hi.) capacity Location 

Cement 55,400 60,000 tons Hetauda and 
W. Nepal 

Pulp and paper 95,000 1,500 tons Ihapa 
Fertilizer 10,000 1,000 tons Birgunj 
Jute textile 50,000 7,500 tons Ihapa and Saptari 
Pharmaceuticals 3,000 — Kathmandu and 

Butwal 
Tourist hotel 42,000 300 rooms Kathmandu and 

Pokhera 
Transport services 12,000 240 trucks Birgunj, Nepalgunj 

(5 tons) and Kodari 
Power projects 5,000 

In establishing industries through foreign 
collaboration, it would be desirable for Nepal to re- 
ceive the machinery, equipment and technical know- 
how from the foreign sources, and the entire portion of 
the local cost would then be financed by the local 
agencies. This sort of arrangement would solve the 
double-edged problem of shortage of foreign exchange 
and lack of technical know-how. 
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Other import-substituting industries in which joint 
ventures would be welcome arc textiles (woollen and 
cotton), paints and varnish, toilet soap, breweries and 
cosmetics. 

2.    Manpower surveys ami training 
External assistance is also needed in manpower 

training,   the   requirements   in   this   field   arc   fully 
discussed in chapter VII. 

3. Facilities for fellowships and in-plant training 
In view of the large number of prospective indus- 

trial ventures during the period of the second five-year 
plan, the need for. a number of technical experts and 
specialists is acutely felt by the planning body in Nepal. 
Indeed, the supply of technical experts determines th¿ 
extent to which the plan can be successfully carried 
out. 

An attempt is made in table 24 to assess the need 
for specialized skills that will be needed for the planned 
industrial programme in the five-year period. 

TABLE 24.   REQUIREMENT OF SPECIALIS I S IN  I HE 

THIRD FIVE-YEAR PLAN PERIOD 

Subject Number 

Mechanical engineers     75 
Civil engineers and architect      75 
Electrical engineers       50 
Chemical engineers        50 
Textile technologists               10 
Paper technologists      H 
Cement technologists 10 
Leather technologists 4 
Food  technologists     4 
Metallurgists       4 
Tobacco  technologists     2 
Chemists and tobacco blemleis     2 
Miscellaneous        6 

300 

The number indicated in this table refers to train- 
ing that has to be imparted outside the country, and the 
provision of training fellowships through United 
Nations agencies or by more advanced countries would 
be most welcome. 

4.    Institutional support 
It is now widely recognized that international co- 

operation can speed up the pace of industrialization in 
a developing economy at a rate never imagined by an 
isolated economy. 

Like most developing countries, Nepal has had to 
face some basic problems, such as the paucity of tech- 
nical know-how and the shortage of foreign exchange 
with which to buy the necessary capital equipment. 
Consequently, Nepal has adopted a policy which is 
attractive to foreign capital investment and has offered 
all possible facilities and privileges. The effort of the 
capital-importing country should be supplemented by 
that of the exporting country, which could encourage 
its entrepreneurs to invest abroad by insuring them 
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against war and political risks, and by providing special 
tax and credit advantages and so on. 

Yet another way of helping developing countries 
is to help them organize themselves, which is sometimes 
more effective than direct grants or outright gifts. The 
aim should be to assist and encourage the countries 
towards self-reliance and self-support. Outside help 
should be provided as far as possible on an ad hoc 
basis, as the need arises. Institutional support to 
mobilize domestic resources and invest them in sound 
ventures should prove more effective than random 
grants. 

Obviously one of the effective ways of helping 
Nepal to industrialize quickly is to organize and 
strengthen by all available means the institutional 
framework for developing and supporting industries in 
Nepal. Notable institutions in Nepal are the Nepal 
Industries Development Corporation, the Department 
of Cottage and Small Industries, the Co-operative Bank 
and the Sajha. 

5.    Foreign markets 
Overseas exports from Nepal at present are in- 

significant and consist of jute, curios and a few other 
commodities. About 95 per cent of the exports go to 
India. Steps have been taken only recently to diversify 
the foreign trade of Nepal, and the next five-year plan 
provides for the establishment of a large number of 
industries in the private sector. As the domestic market 
is small, Nepal will need foreign markets for the 
finished goods when these industries start production. 
In most cases, exports to India will continue. Overseas 
markets will be needed in the course of the next few 
years for the following manufactured goods: 

Pulp and paper 
Brewery and distillery products 
Jute textiles 
Sugar 
Shoes and leather goods 

XI.    SUGGESTIONS FOR INTERNATIONAL 
CO-OPERATION 

In order to accelerate the development of the 
economy of any particular country or of the region as 
a whole, Nepal feels that the co-operation now obtain- 
ed between the developed countries and the deve- 
loping ones on an official level could be augmented 

by similar collaboration on a non-official level This 
could be achieved in the fields of industry, commerce 
transportation and power. Collaboration on the part 
of pnvate capital between the developed and develop- 
ing countries would go a long way towards meeting 
the shortage of capital and technical know-how in the 
developing countries. Such collaboration could be 
achieved by the foreign investor providing machines 
and equipment wholly or in part, as the case may be 
and the local investor meeting the entire local currency 
cost of the enterprise. This would help the balance 
of payments of the developing countries and at the 
same time assist them in producing quality goods with 
the help of the foreign experts. 

Another suggestion would be to examine the 
possibility of associating capital from different coun- 
tries of the region in a single big enterprise. The pro- 
ducts of such an enterprise could then, after providing 
for home consumption, be exported to the countries of 
the investors also. 

Other fields for mutual co-operation could be the 
establishment of a common investment and trade 
centre working for the benefit of a group of developing 
countries and joint ventures supplying the needs of a 
number of countries by processing imported raw 
materials and/or assembling imported components. In 
this way, petroleum refineries could be constructed and 
vehicles, newsprint and like products could be pro- 
moted. The possibility of arranging the mutual 
exchange of specific regional products or of establishing 
a marketing "pool" could also be explored. 

Co-operation among countries of the region as 
well as between developed countries in matters of 
trade on the lines suggested by the developing coun- 
tries at recent international conferences would be 
another great step forward towards the common objec- 
tive of accelerating the economic growth of developing 
countries. 

The third field in which collaboration could be 
useful, at least for a country like Nepal where trans- 
portation is difficult and where cheap hydro-power 
could be produced, is the field of cheap and quick 
transport undertakings and the establishment of hydro- 
power stations. Collaboration in those sectors would 
accelerate trade and industrial development within the 
country. 



Ì)CSUS 
A COUNTRY STUDY ON NEW ZEALAND 

I.    PLANNING AND PROGRAMMING FOR 
INDUSTRIALIZATION 

o.   Irisr   history   •»   industrial    r>ltjM»titf    **4 

Industrial development in New Zealand has not 
been implemented through specific, fully co-ordinated 
plans, nor through a system oí indicative planning. 
The objective of successive Governments over the last 
20-30 years has been to create and maintain a climate 
which encourages the growth of a more balanced, 
less vulnerable economy in a context of maximum use 
of domestic material and human resources. 

To achieve this objective, the Government has em- 
ployed a combination of measures, both fiscal and 
monetary, including regulation of imports, and has 
provided for and promoted the continuing develop- 
ment of an adequate infrastructure. In addition, in 
1963 the Government adopted a set of guidelines for 
the development of new industries. Where possible 
the Government endeavours to ensure that industrial 
expansion is in accord with the intent of these 
guidelines. 

Thus, the Government does not fix broad or 
sectoral levels of investment and output, but acts to 
stimulate growth and within limits to influence its 
direction. 

Within this framework the private sector is free 
to make its own plans and projections. These plans 
are not necessarily communicated to other industries 
nor to the public sector. 

Tli« nMcniiMry for ptaitnlnf, 
•ltd «valiMtion 

IMM^HI^HfV'fWI 

In the New Zealand setting there is a need to 
distinguish between policy measures adopted to provide 
broad guidelines for industrial development and those 
to direct rather than induce the growth of specific 
industries or the development of industrial resources. 
Instances of specific planning relate to few sectors of 
the economy, and then only to State activities. 

An example of planning by the public sector is 
the projected output of hydro-electricity. The 
generation of electric power is a function of the 
Government, the generating system being operated and 
administered by the New Zealand Electricity Depart- 
ment.   Power is transmitted to main substations and 

Note: Money values are expressed in pounds, the ex- 
change rate being £NZ1 = US$2.78, except where otherwise 
specified. 

is distributed by various electrical supply authorities to 
consumers.    Lach year the electrical supply authori- 
ties prepare estimates of their power requirements for 
the five years ahead.    These estimates are supplied to 
a committee which collects the ligures and submits the 
estimated  total  energy  and  power   requirements  for 
each  year  to  the  Power  Review Committee.    This 
committee also has the use of separate estimates by 
the  Government   Statistician   who   analyses   demand 
trends for separate classes of consumers.    It extends 
the estimates supplied to it for a further period of live 
years and in due course reports to the Government. 
Thus each year revisions are made in the light of ex- 
perience and of estimates published of the probable 
power needs for the ensuing ten years.    The estimates 
of power needs are submitted to a Planning Committee 
on electric power developme u.    This committee re- 
ports to the Government on progress made in  new 
power developments  and related  matters and/or on 
adjustments to previous plans.    By this process an 
annual   review  is  made  of  the   power  development 
programme to meet the growing power needs of the 
country.    A building programme to meet the power 
needs is then drawn up.    This is integrated into the 
three-year public works programme.    A massive ten- 
year power development programme estimated to cost 
£483.3 million ($1,353.24 million) was recommend- 
ed in 1964 by the Planning Committee and accepted 
in principle by the Government.    The Planning Com- 
mittee considered that this was the minimum expansion 
necessary if expected demand was to be met in 1975. 

Long-term   planning   is   also   essential   in   the 
forestry   sector.   This   is   undertaken  by   the   New 
Zealand Forest Service which works on some aspects 
in conjunction with  the private sector.   The  State 
encourages adequate planting programmes and the full 
utilization of the timber available to private enterprise 
as well as undertaking activities in these fields itself. 
A survey of timber resources was undertaken by the 
New Zealand Forest Service in 1963 and on the basis 
of the findings plans are now being made to meet 
expected  heavy  local  and  export demands  in  the 
future. 

The Ministry of Works is the agency responsible 
for the government works programme, which involves 
the design and construction of State housing, schools, 
railways, river control, land development and soil 
conservation. This vast programme involves dis- 
cussion and negotiation with relevant departments and 
interested bodies in the private sector to determine 
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priorities in the provision of their physical require- 
ments. Not only bridges, roads, and power cables, 
which are all part of the essential infrastructure for an 
increasingly productive and diversified economy, but 
also the schools and the higher education institutions, 
to give the grounding for increased productivity, must 
be taken account of in the public works programme 
so that there is an element of forward planning 
involved. 

The Education Department is also responsible for 
projecting its needs. To meet the more specialized 
needs of a growing industrial society, the Government 
pave its approval in January 1964 to a five-year 
rolling programme involving the expenditure of £7 
million ($19.5 million) on land, buildings and equip- 
ment for polytechnic colleges. To enable this pro- 
gramme to be carried out, the Government established 
the Technical Institutes' Works Committee. In 
addition, the responsibility lor advising the Govern- 
ment on present and future needs for technical 
education has been placed with the New Zealand 
Council for Technical Education. 

The Government considers specific proposals for 
manufacture in New Zealand, mainly when additional 
import licences are required, but also at times when 
assistance of a special nature (eg. development of a 
steel industry) is called for. Such proposals are examin- 
ed in the light of the criteria for industrial development 
recommended to the Government by the Tariff and De- 
velopment Board The major objective of these criteria 
is to ensure that the projected undertaking will be 
operated on a viable basis. In carrying out this 
function, Government is able to exert some influence 
on the course of industrial development. 

The Tariff and Development Board reports to the 
Government on all matters referred to it by the 
Minister of Industries and Commerce or the Minister 
of Customs. These matters cover a wide range of 
topics involving the customs tariff and industrial and 
economic considerations. For instance, the Board has 
examined the need to protect the woollen textile in- 
dustry, and the need to control hire purchase trans- 
actions and their relation to industrial development. 

The extent to which New Zealand can promote 
industrial growth through tariff protection is limited 
by certain contractual arrangements. As a member of 
GATT, New Zealand has negotiated bindings on the 
most-favoured-nation tariff for various items and if, 
because of industrial development, it wished to increase 
tariffs on any bound items, negotiations on compen- 
sating items would have to be held. 

New Zealand has a three-column tariff with 
the Commonwealth, most-favoured-nation and general 
rates. Under its trade agreement with the United 
Kingdom, New Zealand has granted the United 
Kingdom margins of preference between the Britith 
preferential and most-favoured-nation rates of duty of 
5 per cent, 7'/2  t»er cent and  10 per cent.    These 
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margins can be altered only after consultation between 
the two Governments. Separate trade agreements which 
include some specific tariff provisions also operate 
between New Zealand and Australia, Canada and 
Malaysia but generally British preferential tariffs are 
extended by New Zealand to all British Commonwealth 
countries and Colonial territories. 

The direction and rate of industrial development 
is also to some extent pre-determined by import 
licence allowances. Each year a committee of officials 
from the Treasury, the Department of Industries and 
Commerce, the Customs Department, the Statistics 
Department, and the Reserve bank estimates how much 
can be spent on imports. This is based on expected 
export earnings, other receipts, payments for invisibles, 
the level oi reserves and the amount of imports 
necessary to keep the economy going and to maintain 
living standards. This estimated sum is then allocated 
among items by the Department of industries and 
Commerce and the Customs Department and a schedule 
is prepared giving the basis on which licences will be 
granted. Domestic consumption and the raw material 
and capital equipment needs of industry are taken into 
account in working out the amount allocated for 
imports. Both the estimate of total import expendi- 
ture and the proposed import licensing schedule are 
submitted to the Cabinet for approval. 

For most of the items for which import licences 
are granted, the allocation is made on the basis of a 
percentage of the licence received in a moving base 
year. Applications for licences in excess of the basic 
allocation are considered individually. Some items 
are exempt from licensing and their number has been 
increasing in the last few years; such items now 
constitute over 30 per cent of imports. They are 
mainly raw materials for industry and bulk commodi- 
ties. Some examples are tea, cocoa beans, coffee 
beans, sugar, fuel, oils and cotton piecegoods. 

The schedule is published several months before 
the licensing period to give importers an opportunity 
to study it and to arrange their buying and production 
programmes. During the year, adjustments may be 
made to the schedule in view of the balance of pay- 
ments and the supply and demand position. A budget 
is set aside to meet the needs of manufacturers and 
a special budget is allocated for machinery and 
materials for approved new projects. 

Clearly, in some industries, where domestic pro- 
duction is either on a very small scale or in the hands 
of a few major manufacturers, the task of consulting 
with New Zealand industry about the capacity to meet 
domestic demand in the coming years is relatively easy. 
In others, where manufacture M both geographically 
widespread and shared by many firms, the exchange 
of information is more difficult. Fortunately, however, 
main industries are organized into associations of one 
kind or another and the department is able to hold 
discussions with industry representatives rather than 
individual firms. 
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For example, the woollen mills have a group 
organization which prepares, a year in advance, a 
detailed programme ot the investment in new or 
replacement plant that they would like to undertake. 
This programme is appraised by officers of the Depart- 
ment oí Industries and Commerce who bave specialized 
knowledge of the textile industries; meetings are held 
with the mill owners; and, if necessary, visits are made 
to the mills to assess the need for new plant. Finally, 
a plant investment programme is agreed upon and the 
department recommends to the Minister the volume of 
funds which it considers should be set aside to meet 
these requirements. Through this liaison and con- 
sultation the department is kept fully informed of 
developments in the mills and the owners are made 
aware of the directions in which the Government would 
like to see development take place. If, for example, 
the department considers that a particular mill could 
develop its top-making or its spinning capacity it can 
encourage the mill to install appropriate equipment and 
set aside the necessary overseas funds. 

In some industries, such as cigarette manufacture, 
programmes of investment in new plant must be made 
as far ahead as three years because of the long delivery 
periods for specialized capital equipment. By careful 
appraisal of the needs of individual firms and by 
budgeting to meet their needs it has been possible, 
through the control inherent in the import licensing 
schedule, to develop the cigarette industry to the point 
that New Zealand is now self-sufficient and able to 
export. The planned development of the cigarette 
industry had also given the domestic growers of leaf 
the security needed to develop their acreage and crop 
yield. Without it New Zealand would have spent 
many more millions of pounds on imports of cigarettes 
and unmanufactured leaf. 

The Exports and Shipping Council was established 
in March 1965. Its function is to ensure that the 
recommendations of the British and New Zealand Port 
Streamlining Committees are implemented. The Com- 
mittees were appointed in October 1962 by the three 
Statutory Boards which have responsibility for the 
export of meat, dairy produce and fruit from New 
Zealand, and by four British shipping companies. 
They produced a report in February 1965 which 
recommended ways of effeoting economies in the turn- 
round of shipping on the New Zealand coast, at ports 
in the United Kingdom and Europe and at ports to 
and from the United Kingdom and the Continent. On 
the Council's recommendation, the Government has 
established a Transport Commission to examine the 
flow of future exports and imports and to make re- 
commendations on the development of ports and the 
internal transport system. 

Each month the Officials Committee on Economic 
and Financial Policy meets to draw up a report on 
the current situation for the Cabinet Committee on 
Economic and Financial Questions. The Officials 
Committee comprises representatives of the Depart- 

ment of Statistics, the Department of Industries and 
Commerce, the Treasury, External Allairs Department, 
and us required, representatives ot the Reserve bank, 
Customs Department, the Department of Agriculture 
and the Labour Department. 

In addition, in 1961 the Government set up a 
Monetary and Economic Council 

"to make reports from time to time on the extent 
to  which stability  in  the prices of  goods  and 
services, economic growth, full employment, and 
higher standards of living are being achieved, and 
to  make  recommendations from time  to  time 
relating to the short-term and long-term measures 
that should, in its opinion, be taken to promote 
economic growth and to raise standards of living 
while   maintaining   full   employment   and   the 
maximum stability in the internal price level." 

The   Ministry   of   Finance   also   publishes  each 
year, in conjunction with the  Budget, an Economic 
Survey. 

In recent years the Government has called several 
national conferences as a means of pooling information 
on the needs of industry, for expansion, and of pro- 
viding in general terms guidelines for future policy. 
In 1960 the Industrial Development Conference was 
held and this was followed by the Export Develop- 
ment Conference in 1963 and the Agricultural Deve- 
lopment Conference in 1964. 

The private sector is also involved in assessing 
industrial progress in New Zealand. The New 
Zealand Institute of Economic Research. (Inc.), 
founded in 1958, is an independent, non-profit-making 
Incorporated Society with a membership open to any 
person or corporate body. Its object is to increase 
knowledge of New Zealand's economic development 
through research, education and the training of 
research workers. It conducts research through its 
own staff and in co-operation with the universities. 
The Institute has undertaken important work in sur- 
veying business opinion, and has started quarterly 
forecasting of national income and expenditure a year 
ahead. In addition, probes into factors affecting 
economic growth, such as the development of the 
tourist industry, are proving of importance to the 
assessment of economic performance in New Zealand. 

The Universities, the Manufacturers' Federation, 
and the Chambers of Commerce also assist by examin- 
ing special aspects of the economy. 

II.    ECONOMIC POTENTIAL 

a.   Economic surveys 

Indicative economic surveys of regions are 
carried out by the Department of Industries and 
Commerce. Areas surveyed so far include Nelson, the 
west coast of the South Island, Dannevirke, Otago, 
South Canterbury and Northland. The surveys cover 
all sectors of regional economics with the objective of 
indicating preferred lines of development from both 
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regional and national aspects and of making recom- 
mendations on how these could be obtained. 

The Ministry of Works in its National Resources 
Survey aims to provide a comprehensive picture of 
New Zealand's resources as a background for regional 
planning authorities, and other bodies. New Zealand 
is to be covered in nineteen regions, and four sections 
have so far been published — West Coast, Bay of 
Plenty, Northland and NeKon. 

Detailed studies ol land and land resources are 
undertaken by the Lands and Survey Department. 
Four "problem" areas have so far been surveyed — 
Northland, West Coast, North East Tara na k i and 
Gibsbornc, East Coast. 

In April 1966 a National Seminar on Decentraliza- 
tion was held in which the Central Government, a 
number of local governments and other interested 
organizations, and industrialists participated. Its 
object was to stimulate study of the advantages and 
disadvantages of decentralization of manufacturing and 
other economic, activities. The Seminar considered 
there was a need for some decentralization and re- 
commended further research into the problem and that 
such decentralization should take place within the 
context of long-term economic planning. 

Investigations into the feasibility of various in- 
dustries are normally undertaken within the private 
sector although sometimes the Government has a hand 
in their instigation. For instance, in I960 the Govern- 
ment invited representatives from various sectors of 
the economy to an Industrial Development Conference 
to appraise the need for and opportunities to expand 
the industrial sector. Arising out of recommendations 
at the Conference, a Development Finance Corporation 
has been established. One of the functions of the 
Corporation is to examine the feasibility of new 
industrial undertakings. Most of the Conference's 
recommendations have been adopted. 

The Government also concerns itself directly 
with the establishment of new industries either where 
these require import licences, where there is a royalty 
arrangement, or where the industrial project is consi- 
dered of national importance. New industries requir- 
ing import licences must satisfy the Government that 
production in New Zealand is both desirable and 
feasible especially regarding quality and price in 
comparison with similar overseas products. Develop- 
ment proposals which have been investigated by 
the Government include electric cables, spirituous 
liquors, wool tops, carpets and bicycles. 

In projects of national importance, the Govern- 
ment undertakes to examine their potential. If an 
industry is established, direct investment in the com- 
pany is predominantly the responsibility of the private 
sector but, in some cases, the Government becomes a 
shareholder. The most important examples of recent 
undertakings include: 

Iron and steel 

Surveys have revealed that New Zealand's largest 

resources of potential iron ore are contained in the 
black sands of the western beaches — from Westport 
northward in the South Island and from Wanganui to 
Muriwai in the North Island. Titanomagnetite sands 
make up most of the black sands in the North Island, 
but from Waikato Meads northward, the beach deposits 
also contain ilmenite in varying proportions. In the 
South Island beach sands, ilmenite is the chief iron- 
bearing material. New Zealand's beach sands have 
been estimated to contain some 801) million tons of 
titanomagnetite, with a further 8.6 million tons of 
ilmenite in the North Island and 43 million tons in 
the South Island. 

Following tests made overseas into the chemical 
properties of New Zealand ironsands, the Government 
decided to establish the New Zealand Steel Investigat- 
ing Company with a nominal capital of £250,000 
($695,000). All shares were held by the Crown, 
except for six held in trust for the Crown by the 
directors. The Crown also reserved the right to 
prospect and mine ironsands at Onekaka. 

The company was given wide scope to ascertain 
advisability and the technical and economic feasibility 
of establishing an iron and steel industry in New 
Zealand. At the outset it was realized that it would 
be necessary to have the help of overseas consultants 
for many phases of the investigation. The company 
appointed the Batelle Memorial Institute of Ohio, 
United States of America, a non-profitmaking founda- 
tion with a high reputation in the field of metallurgical 
research and with wide experience in the study and 
development of smelling processes. 

The company was also free to employ whatever 
technical and other services it required in New 
Zealand, including appropriate government services. 

In the lirst phase of its work, which included the 
proving of the Waikato North Head ironsands deposits, 
the company with the help of the Institute established 
the adequacy of supplies of raw materials. It proved 
the main deposit at Waikato North Head, and areas 
within easy reach to the north, to contain more than 
150 million tons of concentrate, averaging between 
56.8 per cent and 59.5 per cent iron. That is more 
than three times the estimated requirement of an 
industry producing 500,000 tons of steel a year for 
50 years. 

In the second phase, trials of smelting processes 
were carried out in the United States, Britain, and 
Norway using New Zealand ironsands and coal. 

Evaluation of these results led to the conclusion 
that suitable smelting processes exist to convert 
domestic raw materials into high quality steel on an 
economic basis. 

The investigating company reported to the 
Government in 1962 recommending the establishment 
of the industry and a £17.5 million ($48.6 million) 
scheme in which the Government will have a 25 per 
cent share has been approved and is expected to be 
in operation by  1968.    In July  1965 New Zealand 
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Steel Limited was registered with a nominal capital 
of £6.5 million ($18.1 million). Over one thousand 
acres of land bought by the Crown has now been 
transferred to the company and work has begun on 
the site. 

Fishing 
Following a resolution passed at the I960 

Industrial Development Conference that the diversifica- 
tion and full development of the New Zealand 
sea-fishing industry should be undertaken, a Parlia- 
mentary Select Committee was established to which 
interested bodies were invited to make submissions. 
The Select Committee made a survey of the effects of 
the present conservation policy, distribution, other 
fields of expansion such as ownership, financial policy, 
hsh processing, and the export trade. 

One of the recommendations put forward by the 
Select Committee was that scientific investigation of 
the potential supply of iish should be undertaken. 
Following the Select Committee submissions, the 
Fisheries Amendment Act and the Fishing Industry 
Hoard Act were enacted in April 1964 and the 
Fishing Industry Board was established with iL 1 
million ($2.78 million) to advance for investment in 
the industry. 

Research and investigation is now being carried 
out in North Auckland and Cook Strait waters using 
grid patterned trawling techniques, fish tagging, 
trolling, and line-bait fishing for tuna. Research is 
also being carried out into the occurrence of tuna and 
material is being gathered for planning the future 
research programme. Other types of fish, marine 
mammals, and shellfish arc similarly being surveyed. 

A survey has begun on the location and extent 
of the existing fishing grounds around the New 
Zealand coast, using information provided by commer- 
cial fishermen. The Government has also recently 
granted £80,000 ($222,400) toward the cost of a 
research vessel for a university marine research group. 

Funds have been provided to enable the Massey 
University Food Technology Department to investigate 
preservation and preparation methods for edible fish 
not at present utilized commercially. Quality standards 
for lish have been formulated and published. Export 
Regulations for fish are in the course of preparation. 
An inspection service administered by the Department 
of Agriculture has been established. 

Financial assistance is provided by the Govern- 
ment to enable individual fishermen to acquire fully 
cquipivd fishing vessels. The scheme which provides 
for a total expenditure by way of mortgage guarantees 
and ¿300,000 ($834,000) by way of loan finance will 
be reviewed in three years' time. 

The Government has also arranged training 
courses for fishermen as part of its policy for promoting 
technical training in the industry. 

Aluminium smelting 
A detailed investigation into the hydro-electricity 

potential of the Manapouri-Te Anau lake system in the 

South Island has been carried out by the Government 
and work has commenced on the construction of a 
tail race and underground hydro-electric station to 
provide power both for the national grid and in 
expectation of an aluminium smelting plant to be built 
nearby. 

Comalco Industries Proprietary Limited, an alu- 
minium operating company owned jointly by Conzinc- 
Rio Tinto of Australia Limited and Kaiser Aluminium 
and Chemical Corporation of the United States of 
America, carried out extensive investigations into 
power needs, costs and the world market for aluminium. 
The Government signed an agreement in 1963 giving 
this company options over blocks of power for a plant 
to smelt bauxite from Weipa, Australia. No announce- 
ment has yet been made by the company on the ex- 
pected date of establishment. 

Titanium industry 

At the request of the Mineral Resources Com- 
mittee, a feasibility and market study for a titanium 
industry is being undertaken by the Department of 
Industries and Commerce. Technical investigation is 
being undertaken by the Geological Survey and the 
Chemistry Division of the DSIR on the separation 
of titanium from domestic raw materials. The indus- 
try could have the following alternative sources of 
materials: 

(1) The titanium-rich  slag of the forthcoming 
steel industry. 

(2) The ilmenite impurity in the tilanomagnetite 
sands of the North Island. 

(3) The ilmenite, rutile and leucoxene bearing 
sands of the South Island near Westport. 

b.   Resources surveys 

The functions of the Mineral Resources Com- 
mittee, a sub-committee of the Council of Scientific and 
Industrial Research, include the determination of the 
direction of mineral investigations in relation to 
financial resources available and the possibilities of 
early economic development. The Committee has a 
responsibility to encourage co-ordination between the 
Government and private organizations in the search for 
and development of minerals of national industrial 
importance. The Committee published a report in 
1963 in which it stressed the importance of continued 
and more intensive surveys. 

Almost all government geological work is carried 
out by the New Zealand Geological Survey, a branch 
of the Department of Scientific and Industrial Research. 
The Survey's principal work is to prepare geological 
maps of New Zealand and to determine the country's 
geological structure. The Survey studies and helps to 
assess the country's mineral deposits and underground 
water resources, and gives advice on geological pro- 
blems encountered in State and private civil engineer- 
ing projects. 

i 
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Besides providing resource surveys, the State gives 
financial aid to prospectors, opérales schools of mining, 
subsidizes roads to mining fields, and provides research 
facilities. The main mineral resources surveyed are 
outlined below: 

1. Coal 

Investigation of coal resources has been carried 
out in three phases: geological and chemical activities; 
detailed topographical surveys and shallow prospecting 
by means < cuts. pits, and hand drilling; and investi- 
gations by ueep core drilling. 

Coal utilization and research is guided by two 
committees: the Coal Mining Research Committee 
and the Coal Utilisation Committee. In addition, the 
coal-mine owners and the coal merchants have estab- 
lished and support financially a Coal Advisory Services 
Association.    Its main functions are: 

to promote the use of coal and to provide a 
consumer service for coal users; 
to advance  the study and understanding of 
coal utilization techniques; 
to disseminate and publicize information on 
coal and its efficient use. 

The tabic below sets out the estimated coal re- 
sources: 

Measured      118,815,000 tons 
indicated     234,270.000 tons 
Inferred     755,100.000 tons 
I t>tnl     1.108,185,000 tons 

2.    Petroleum and natural ¡>as 

Practically ail the  potential oil-bearing lands  in 
New  Zealand  arc  held   under petroleum-prospecting 
licences. 

Seismic work is being carried out in a number of 
areas, including üisborne, Hawke's Bay, the Waikato 
basin, Manawatu. Nelson, the west coast, and South- 
land. A number of exploratory wells have been drill- 
ed, mainly in the North Island, but all have so far 
proved dry. 

The New Zealand Petroleum Exploration Com- 
pany Limited is concentrating its initial prospecting 
on the Waikato basin. Coal measures in the Waikato 
basin are similar to those encountered in Kapuni and 
lie in lieds of considerable thickness, and there are 
prospects that New Zealand's oil resources will be sup- 
plemented from this area. 

Licences have been issued giving prospecting rights 
on the Continental Shelf. Most of the New Zealand 
coast is now covered and licences are pending for the 
remaining areas. Exploratory work has so far been 
confined to geological, geophysical and aeromagneto- 
meter surveys. 

The major search for oil and natural gas in New 
Zealand has, however, so far centred around the Kapuni 
structure in Taranaki. Substantial quantities of natural 
gas, with a light oil in suspension, have been found by 
Shell, British Pretroieum and Todd Oil Services Limit- 
ed which hold the  concessions for this  area     The 

held should support a daily production of treated 
natural gas of approximately 35 million cubic feet with 
a calorific value of about 1,140 BID per cubic foot 
for about 20 to 25 years. 

The company's investigations considered the use 
of the natural gas lor an electric power station, or as a 
fuel, and presented a report recommending its use for 
electricity generation. The Government decided that 
further investigations should be carried out on the most 
economical use of the gas. Early in 1964, therefore, 
the Government engaged Zinder International Asso- 
ciates of New York, to conduct an appraisal of the 
potential of the Kapuni natural gas field and possible 
uses of the gas. The consultants' report was presented 
to the House of Representatives in August 1964. Since 
the report was presented, the Government has retained 
Zinder International for the preparation of a report 
on the marketing prospects for the natural gas; appoint- 
ed DoGolyer and Macnaughton Incorporated, Texas, 
to assess the natural gas and associated reserves of the 
Kapuni field; and engaged Pipeline Technologists Pro- 
prietary Limited, Texas, to carry out a feasibility study 
for a natural gas transportation system for the North 
Island. 

The reports of these consultants were completed 
in 1965 and are now being studied by the Government. 
At present negotiations are continuing between the 
owners and the Government on the price to be paid for 
the gas. 

3.    Timber 

Reference  has  already been made in chapter I 
to the importance given to the survey of New Zealand's 
timber resources. 

A national inventory of exotic forest resources 
was completed in 1963. It was estimated that New 
Zealand has one million acres of exotic forest capable 
of supplying merchantable produce. Forests of 50 
acres or more account for almost nine-tenths of this 
total. 

4. Other resources 

Other mineral resources include uranium and 
thorium, gold, silver, tungsten, copper, manganese, 
mercury, antimony, tin, platinum, bentonite, perlite, 
asbestos, phosphate, serpentine, and greenstone. Much 
survey work remains to be done but so far few of 
these minerals seem to have any great economic signi- 
ficance. 

c.   Transportation and power 

1. Transportation 
The capital investment in New Zealand transport 

laalit.es was estimated to have been £948 million 
($2,635 million) in 1962. The nation's per capita 
investment in transport probably places New Zealand 
among the highest in the world and reflects not only 
problems peculiar to this country, inherent in the topo- 
graphy and geographical location of resources and 
population but also the high ratio of private cars in 
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relation to population. The following table gives an 
estimate of the proportions invested in the various 
sectors of the transport industry: 

IsllMWIll   (M'HAI     INMMII)   IN   Nl-.W   Zl \l \M> 
IN II RNM      IRNNSI'OIU :     |0ft2 

Anwalt 
(in million pounds) 

Airci.ift         20 
Constai   shipping   and   harbours   equipment 30 
Railways         148 
Roads and  road transport     750 

£918" 

" $2.6.15  million 

(a) Roads: Administration of the country's 
roading system is exercised by the National Roads 
Hoard in respect of State highways and by local bodies 
in respect of streets and roads. 

As far as national distribution is concerned the 
Siate highways are, of course, the most important 
unites. In 1965 there were 7,134 miles of State high- 
ways. The whole cost of State highways is met from 
the National Roads Fund and the importance of read- 
ing development in New Zealand may be gauged by 
the fact that expenditure on State highways consistently 
represents up to 7 per cent of gross capital formation. 

Expenditure on all forms of reading for the year 
ended 31 March 1965 is shown in the next table: 

1'M'iNnmiRr <>v RO\DS TOR IMP \r\n r\r>rr> 11 M\RCII 1965 

l\pe   al  ¡unii .'"' ""¡/    'i'i    ¡nitnJs   ./,W,i?l 

National Roads Fund: 
Siale   highways          15,121.000 
Subsidies,   etc. — local   roading    12.214.000 

 27,1.15.000 
Consolidated  Fund  (Vote  Roads)     908,000 
1 ocal authority funds: 

Municipalities             7.34.1,000 
County councils, etc       7,661.000 

 15,004,000 

Total            4.1,247,000 
($103.5 million) 

The National Roads Board expects to spend 
£34.5 million ($96 million) in the 1965/66 financial 
year. The proposed budget allocates £16.86 million 
for State highways and motorways, subsidies of £8.41 
million to counties and road boards or of £4.5 million 
to municipalities, £1.5 million for administration, 
£140,000 to subsidize highways, £50,000 for mis- 
cellaneous and unauthorized expenditures and £3 
million reserved for claims to meet flood damage. 

All vehicles using the roads must be licensed under 
the Transport Act 1962 and on 31 March 1965 there 
were 1,151,666 registrations including cars (688,534), 
trailers (163,879), trucks (153,766) and motor cycles 
(32,482). 

The Transport Act 1962 is the main legislation 
governing road transport and the operations of the 
Transport Department.    All passenger services, goods 

services, rental services and harbour-ferry services can 
be carried on only under licence granted under the Act. 
A licensing authority is established in each district to 
examine applications and grant licences.    All authority 
granted under the Act has regard to the following: 

The provision of modem transport facilities best 
suited according to the nature of the service to 
meet both the needs of national production and 
living standards and those of national defence. 
The fair and impartial regulation of ail forms of 
public transport in order to develop and maintain 
transportation facilities adequate to meet the needs 
of New Zealand and of national and Common- 
wealth defence; and. for these purposes, to  ad- 
minister such facilities so as to recognize and pre- 
serve the  inherent  advantages of each  form of 
transport;  to promote safe, adequate,  economic 
and efficient service, and the fostering of sound 
economic   conditions   in   transportation;   to   en- 
courage  the  establishment and maintenance  of 
reasonable transport charges without unjust dis- 
crimination,  undue  preference or advantage,  or 
unfair or destructive practices; and to promote 
good working conditions for workers. 
Restrictions arc placed on the operation of goods 

service  vehicles  where   there are  alternative  railway 
services available.    Exemption from these provisions 
can only be granted by the licensing authority.    Ap- 
peals can be made to the Transport Licensing Appeal 
Authority. 

(b) Shipping and ports: Shipping services are 
in the main provided by private enterprise. In 1965 
there were 574 vessels registered in New Zealand with 
a total net tonnage of 126,456 tons. Of these. 95 ves- 
sels having a net tonnage of 31,124 tons, are engaged 
in the coastal track. For 1964 the total coastal cargo 
handled amounted to 7.4 million tons. 

In 1962 the Railways Department began a Cook 
Strait freight and passenger shipping service between 
Wellington and Picton with the use of a single ship. 
This service proved so successful that another ship 
commenced operations in 1966. 

Port facilities are the responsibility of local gov- 
ernment through harbour boards. With increasing 
trade, the allocation of exports to different ports, and 
the growing size of ships handled at New Zealand ports 
since 1950, harbour boards have had to meet the de- 
mand for shipping facilities by extensive development 
of ports. 

At Bluff in Southland, a development scheme in- 
volving a capital expenditure of £5 million ($13.9 
million) has made it into one of the most important 
meat exporting ports of the country. All-weather 
package loaders, which came into operation in 1963, 
have enabled the rates of loading to be substantially 
improved for meat and cheese. Successful operation 
in all weathers has been effected by the use of mechani- 
cal loaders which enable produce to be under cover 
from wharf shed to ship's hold. 
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At Whangarci, where an oil refinery has been 
built and has come into operation, a new wharf at 
Marsden Point and other oil refinery port facilities have 
involved an expenditure of £3 million ($8.3 million). 

At Auckland an overseas passenger terminal with 
modern facilities for handüng passengers was opened 
in 1961, and in Wellington a similar two-storey passen- 
ger terminal costing one million pounds ($2.78 
million)  has been completed. 

A new wharf at Opua in the Bay of Islands open- 
ed the port to overseas shipping for the export of 
butter in 1957, while extensions to the port of Tauranga 
are enabling it to serve the rapidly growing timber, 
woodpulp and paper industries of the Bay of Plenty 
area. Rail-road ferry terminals have been built at 
Wellington and Picton for the Cook Strait service. 

Major development work is under way or project- 
ed at most other ports.    (The linking of Lyttclton with 
Christchurch by a road tunnel constructed at a cost of 
£3 million  and opened in February  1964 is an  im- 

portant ancillary  development.) 
New Zealand's first loan from the International 

Bank for Reconstruction and Development was au- 
thorized in 1964 for harbour development. It involves 
£2.8 million ($7.8 million) which the Government is 

relending to five harbour boards, namely, Auckland. 
I.yltelton, Napier. Timaru and Whangarei. 

The British and New Zealand Port Streamlining 
Committees were established in 1962 by the three 
statutory Boards which control the export of meat, 
dairy produce and fruit from New Zealand and the 
four British shipping companies which for many years 
have contracted to ship the Boards' produce. In 1964 
the Committees published a report containing 51 sug- 
gestions for effecting eeonomies in the turn-round of 
shipping. An Exports and Shipping Council was sub- 
sequently established to ensure that these recommen- 
dations are implemented. Of the recommendations 
relating directly to the development of the port facilities 
infrastructure the following arc noteworthy: 

Representations should be made to the Govern- 
ment to prepare, as a matter of urgency, a national 
plan for the further development of transport and 
ports. With this in mind an independent enquiry 
should be instituted at once to examine road, rail, 
air and coastal transport services, and ports with 
particular emphasis on the movement of traffic 
to and from the principal ports. 
The proposed enquiry should be particularly 
directed to the concentration of development on 
those ports which can provide the most efficient 
service for New Zealand's overseas trade. 
The proposed enquiry should also establish how 
many additional berths are required at each of 
the ports, how much more working -tace is re- 
quired on the wharves and in the sh <s, what 
improvements are needed for road and ran access, 
what space is required for marshalling road and 
rail transport and modern mechanical handling 
equipment. 

The Minister of Transport set up a Commission 
of Inquiry in July 1965 to estimate the likely growth 
of demand for ports and transport during the next 
twenty years, the development of ports necessary to 
meet this demand and the development of internal 
transport facilities to serve the expected volume of 
goods. 

(c) Air transport; Civil aviation in New Zea- 
land is administered by the Civil Aviation Department. 
This Department is responsible for air safety, the plan- 
ning, provision and maintenance of ground facilities 
and services for civil aviation, and for advising the 
Government in respect of air transport policy and in- 
ternational negotiations in the held of air transport. 

Various facilities for air navigation are provided 
by the Civil Aviation Department. Radio navigational 
aids of different kinds are installed at the more impor- 
tant airfields in New Zealand and in the south-west 
Pacific, as well as en route aids at various points along 
the internal airways. In addition, there are a number 
of aeradio stations in New Zealand providing air to 
ground, ground to air, and ground point-to-point com- 
munication facilities, plus communication centres locat- 
ed at Auckland. Christchurch and Wellington. 

The air traffic control system comprises control 
tower-, situated at the important aerodromes in the Cook 
Islands, Fiji, and Western Samoa. In Fiji an air 
traffic control service is also maintained by the Civil 
Aviation Department. 

The Civil Aviation Department is responsible, in 
collaboration with the Ministry of Works, for airport 
planning. The Ministry usually undertakes the actual 
construction and maintenance, although this is some- 
times done by the local authority. At other than 
minor aerodromes in New Zealand and the south-west 
Pacific, crash fire facilities arc provided by the Civil 
Aviation  Department. 

A rapid rate ot increase of civil aviation in New 
Zealand has been a feature of the post-war era. Net 
Government expenditure rose from £1.53 million in 
1950 to £2.03 million in 1960-61, and to £4 3 mil- 
lion in 1964/65. ($4.3 million. $5.7 million, and $12.0 
million re.-pectively.) 

Licensing of air services in New Zealand is vested 
in the Air Services Licensing Authority and at present 
only one commercial airline is licensed to operate 
internally. This is the National Airways Corporation, 
which was charged by the National Airways Act 1945,' 
"to satisfy the needs for air services within New Zea- 
land" and now provides communications to all the 
major centres. 

Aerial topdressing, seed sowing, spraying and 
poisoning have assumed increasing importance since 
1955 and are playing an important role in increasing 
the productivity of the economy. The private com- 
panies require a licence to operate. 

New Zealand's international air communications 
are provided by: 

Air New Zealand, a wholly New-Zealand-owned 
airline    (formerly    known   as   TAEL)    which 
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operates between New Zealand and Sydney, Mel- 
hoyrnp      RrUhrmn     Siivn      Norfolk    Islnnrl      New 
Caledonia, Samoa, Hawaii, Los  Angeles,  Hong 
Kong and Singapore. 
QANTAS Empire Airways Limited, which oper- 
ates across the Tasman in association with Air 
New Zealand, and to other countries. 
British Overseas Airways Corporation began a 
service in 1963 from Auckland to London via 
the Middle East. 
Pan American World Airways Incorporated 
operates services between Auckland and the 
United States of America via Fiji, American 
Samoa, Canton Island, and Honolulu. 
Canadian Pacific Air Lines operates a return ser- 
vice between Auckland and Vancouver via Fiji, 
Canton Island and Honolulu. 

Two airports, Harewood near Christchurch and 
the Mangerc airport in Auckland, are capable of handl- 
ing large international aircraft. Rongotai airport 
¡Wellington) can take certain classes of aircraft engag- 
ed in international services. 

(d) Railway transport; The railways are whol- 
ly Government-owned and are operated by the Rail- 
ways Department. Construction works are, in most 
instances, carried out by the Ministry of Works and 
transferred to the Railways Department when com- 
pleted. 

The total route mileage of railways vested in the 
Railways Department and open for traffic at 31 March 
1965 was 3,254 miles. Double line is provided on 
I 57 route miles of track.    The gauge is 3 feet 6 inches. 

Vast improvements have been made to existing 
railways during the past sixty years. Many sections 
have been reconstructed at considerable expense to 
ease gradients, shorten distances, and reduce curvature. 
Examples are the Rimutaka deviation and its 5'/2-mile 
tunnel between Upper Hutt and Featherston, which 
was opened in November 1955 to eliminate the 1 -in-15 
Rimutaka Incline used from 1878; and the Porirua- 
Plimmerton deviation and duplication completed in 
1961. 

The introduction of main-line diesel electric 
locomotives in 1952 was the beginning of a radical 
change in motive power operation in New Zealand, 
and there has been a steady increase in the percentage 
of total traffic hauled by this means. During 1962/63 
diesel traction accounted for 52.4 per cent of the gross 
ton-miles; diesel railcars ran 45.3 per cent of the total 
passenger train miles. 

The policy of dieselization is continuing. Twenty 
more "Da" class (1,425 hp) locomotives were im- 
ported and placed in service in 1965 enabling greater 
use to be made of diesel haulage in the North Island 
where 82 per cent were hauled by diesel locomotives. 
Eight new "Dsc" class (400 hp) diesel-electric loco- 
motives have been placed in service.    Since April 1963 

the passenger express trains between Wellington and 
.Auckland have beer, worked by "Da" class locomotives 
to a faster timetable. 

The ferry G.m.v. Aramoana (4.160 tons) is 
designed to carry a maximum of 34 railway wagons, 
and 49 motor vehicles, lis sister ship the Aranui 
(4,542 tons) is designed to carry 34 railways wagons, 
as well as 51 road vehicles. 

Up to 1950 the Cook Strait Rail/Air Freight 
Service operated between the two Islands with the co- 
operation of the Royal New Zealand Air Force. 
Thereafter, private enterprise was given the opportunity 
of tendering for the contract and the successful tender 
was offered by Straits Air Freight Expiess Limited, 
which took over in April 1951. The service is at present 
being maintained by five Bristol Freighter aircraft on 
a daily basis, the number of trips varying according to 
the amount of cargo offering. The Railways Depart- 
ment has assisted in streamlining this service by design- 
ing special traversers to transfer "Cargons" (removable 
trays) from the loading lorries to the aircraft. 

Increasing attention is being given to improving 
efficiency in the New Zealand transport system through 
the use of pallets, containers, cargons, as well as new 
methods of bulk transport and new loading equipment 
and techniques. The Railways Department has collap- 
sible 5-ton containers (designed for traffic handled by 
the Department's Road Service) and lightweight two- 
ton capacity containers (for rail-air and household 
removal traffic). The railways carry potatoes in 
owners' bulk containers and arrangements are being 
made similaily to handle wheat, barley, and grass seed. 
The Railways Department has also provided specially 
designed rolling stock for transporting pallets. In- 
creasing use is being made of this technique with a 
consequent reduction in manhandling, costs, and loss 
through damage. The Government, as part of its 
policy of reshaping the Department's finances to 
achieve and maintain financial stability, wrote off from 
1 April 1965, £70 million ($194.6 million) of the 
£160 million ($444.8 million) capital. 

In 1965 the World Bank approved a loan of $42 
million (£15 million) to assist in a programme to 
modernize the railways by improving their operating 
efficiency, reducing costs and providing better service, 

(e) Power; The following table shows the main 
types of electric power stations with their installed 
capacity in New Zealand as at 31 March 1965: 

MAIN TYPES OF ELECTRIC POWER STATIONS WITH THEIR 
INSTALLED CAPACITY AS AT 31 MARCH 1965 

Number ai 
Type  of  station unit* 

Hydro-Eleciric         80 
Thermal        14 
Geothermal      12 
Totals        106 

installed capacity 
(KW, 

1,900,383 
229,000 
192,420 

2,321,803 

The following table indicates the output of gas 
power from coal resources: 
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I960 61 
|96| 62 
1962/61 
1963 64 

V 277.11)0 5 696.110 
10 27'1.0'iS S.K60.V1R 
2'» 261.749 S.67.V4.V1 
2(> 268.101 6.047.166 

The prospects of using natural gas lo supplement 
these supplies may make gas a more significant source 
of power in New Zealand in the near future. 

The development of power resources by the Gov- 
ernment, particularly for the generation of electricity. 
his been rapid in recent years. On March 1955 the 
total eleclricity generating capacity of the North Island 
and South Island power systems, including the local 
plants owned and operated by a number of electrical 
supply authorities, was 940,000 kW. During the de- 
cade since 1955. electric generating capacity has more 
than doubled, over a million kilowatts of plant having 
been commissioned in new power stations, to bring 
the total installed generatine capacity to 2.321.803 kW 
on 31 March 1065. 

The Planning Committee on Electric Power De- 
velopment, a body set up by the Government in 1960. 
is composed of government officials and representa- 
tives of the distributing authorities. It has calculated 
that to meet future power needs, generating capacity 
must be increased to four and a half million kilowatts 
by 1975. A massive ten-year power development pro- 
gramme estimated to cost £483.3 million ($1,342 
million) has therefore been recommended by the com- 
mittee and accepted in principle by the Government. 

Some progress has already been made to meet 
future requirements. At present the emphasis is on the 
exploitation of hydro-electricity potential. Three hydro 
machines have been installed at Aratiatia on the 
Waikato Ri\cr ahead of schedule. From Benmorc 
in the South Island, hydro-electric power has been 
made available for transmission via the Cook Strait 
cable to supplement North Island power supplies. At 
Aviemore in the South Island contracts have been let 
for a diversion tunnel and for the supply of aggregate. 
It is expected that generation will commence in April 
1969. At Manapouri, also in the South Island, work 
has started on the construction of a tailracc tunnel, 
powerhouse access tunnel, and an access road. A first 
stage output of 400,000 kW is planned to supplement 
power in the national grid and to provide power for a 
proposed aluminium smelting plant. 

In addition to several other projects, the com- 
mittee has recommended that approval be given to the 
development of the final stages of the Tongariro scheme 
in the North Island. The Government has accepted 
this recommendation. This will involve the construc- 
tion of two more power stations and, by 1974, an 
mercase in installed capacity of 155,000 kW. 

The potential of other power resources is also 
being exploited.    At  Wairakei station,  a  few  miles 

north of Taupo, gcothcrmal steam is being harnessed 
for the generation of electricity. In November 1958 
a stage I output of 69,000 kW was achieved. Stage 
II of the development was authorized by the Govern- 
ment in September 1957 and has brought the station 
capacity up to 151,245 kW. In addition, 4¡.175 kW 
of spare plant has been installed to enable full use to 
be made of the steam when some of the main units 
are shut down for overhaul. The Government has 
approved in principle stage III of the development 
which will add 90,000 kW to the station's capacity. 

With stage II an experimental pilot plant for con- 
verting some of the hot water from the wells into steam 
at a lower pressure has been installed. The steam 
will be produced by piping the hot water to the station 
at a high pressure and spraying it into "flash" tanks 
where, owing to a drop in pressure, it will be "flashed" 
into steam and fed into the intermediate-pressure and 
low-pressure steam mains and thence to the turbines. 

The Planning Committee on Electric Power De- 
velopment has recommended that investigations pro- 
ceed urgently into geothermal power resources, parti- 
cularly at Orakei-Korako. Investigations have'so far 
located four new underground geothermal areas. It 
is expected, provided the heat can be exploited, that 
each field will be able to support a geothermal power 
station as big as Wairakei. 

Three coal-fired thermal stations have been con- 
structed in the North Island but two are used only for 
peak load and emergency purposes. The third. Mere- 
mere station, was completed in 1960 and is equipped 
with six machines rated at 180,000 kW, 

In 1965 the World Bank approved a loan of $20.5 
million for construction of a 240,000-kW thermal 
power station in the North Island. In 1964 the Bank 
advanced $32.5 million for construction of an electric 
power link between the North and South Islands. 

About three-quarters of the coal reserves in New 
Zealand are in the "inferred" category and much is 
widely scattered in relatively small pockets. Of the 
various possibilities examined by the Planning Com- 
mittee only the Huntly, Kaitangata, and Buller areas 
appear to warrant consideration for power production 
purposes. 

The Committee has reservations on the advis- 
ability of burning the limited reserves of high-quality 
bituminous coal for the production of electric power 
when its heat value could be used much more efficiently 
and to greater purpose by direct use. Nevertheless, 
the Committee considers that the costs of coal genera- 
tion should be closely investigated and has recommend- 
ed that a firm of overseas consultants be employed to 
report to the Government on the possibilities of 
establishing a 500,000-kW coal-fired station on the 
west coast of the South Island. 

With the construction at Marsden Point, Whan- 
garei, of an oil refinery, the construction of an oil- 
fired thermal plant using residual oil is feasible. To 
make the best possible use of the available quantities 
of the residual oil, the Planning Committee has pro- 
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posed that the plant shall have a capacity of 240,000 
kW. 

Overseas developments in the production of elec- 
tric power from nuclear reactors arc being closely 
followed since there is little doubt that this means of 
power generation must be introduced in New Zealand 
by  about  1977. 

III.    INDUSTRIAL POLICY 

o.   Investment laws, regulations and incentives 

1.   Investment 

Government control over the transfer of money 
out of and into New Zealand is exercised by the Re- 
serve Bank of New Zealand (the State-owned central 
hank) under the powers delegated to it by the 
Minister of Finance. The Minister's authority is 
derived from the Exchange Control Regulations 1965 
(as amended) and the Capital Issues (Overseas) Regula- 
tions 1966 (as amended). 

It is government policy freely to allow remittance 
of profits earned on overseas investment in New 
Zealand, of royalty payments, and of non-resident 
capital. This is in line with Government's desire to 
attract overseas investors to New Zealand. 

Because of continuing balance of payments diffi- 
culties and pressures on the domestic capital market, 
certain measures had to be introduced recently. The 
Minister of Finance's approval is now required, 

— where an overseas investor wishes to take up 
25 per cent or more of a New Zealand 
company's equity capital, 

— where an overseas investor wishes to com- 
mence a business in New Zealand, 

  where subsidiaries and branches of overseas 
companies wish to borrow money in New 
Zealand. 

New Zealand companies wishing to borrow money 
overseas must apply to the Reserve Bank for per- 
mission. 

For some years selective control of bank advances 
has operated in New Zealand in order to restrict the 
availability of credit to certain uses. Under this 
control industrial development has had high priority, 
but not for long-term loans. 

Special arrangements have been made on 
occasions for the establishment or expansion of 
certain major industries or services. For example, the 
Tasman Pulp and Paper Company was permitted to 
make financial arrangements for expansion outside the 
existing control of advances. 

The policy of controlling bank advances through 
selection was supplemented in 1952 by the quantitative 
control of advances provided for in section 45 of the 
Reserve Bank of New Zealand Act and reliance is now 
placed mainly on the quantitative method of control 
through the reserve-ratio procedure (the minimum cash 
balance that the trading banks must maintain at the 
Reserve   Bank) and discount  rate  policy (the rate 

charged on advances to the trading banks). Section 
45 authorizes the Governor of the Bank, with the 
consent of the Minister of Finance, to vary the statutory 
reserve ratio of the trading banks with the Reserve 
Bank; this, in turn, affects the amount of cash (the 
balances in excess of the reserve ratio) held by the 
trading banks. 

Liquidity in the banking system has been 
adequate to provide the necessary working capital for 
industry, etc. A periodic problem has been an over- 
expansion of bank credit, due partly to demands from 
the industrial sector. The main emphasis of trading 
banks' credit policy is to avoid the use of credit for 
long-term capital purposes, hire-purchase finance, 
speculation and the financing of excessive imports. 
Banks in New Zealand do not make long-term loans 
to industry. 

Where the Reserve Bank is satisfied that it is 
necessary in the public interest to do so, it may from 
time to time direct the trading banks on the policy to 
be followed in relation to advances, discounts and 
investments as well as on rates of interest payable to 
or by such banks. 

2.    Incentives 

The main industrial incentives are the deprecia- 
tion allowances providing for exemption from tax 
payment. Depreciation is an allowance whereby the 
expected diminution in the value of an income- 
producing asset, attributable to "fair wear and tear" 
or obsolescence, may be spread as a deduction for 
taxation purposes over the expected productive life of 
the asset. 

The allowance is of an interim nature because 
any loss suffered on assets (other than buildings) at 
the date of final sale or disposal, which exceeds the 
accumulated depreciation to that date, is allowed as a 
further depreciation allowance. Conversely, if the 
selling price exceeds the original cost less accumulated 
depreciation, the earlier depreciation allowance may 
be reviewed to recover any excess. In the case of 
buildings, "special" and "initial" depreciation only may 
be recovered (sec following paragraphs). 

Rates of depreciation are administered by the 
Commissioner of Inland Revenue. To permit an 
equitable allowance for different classes of assets, 
various "schedule rates" of depreciation have been 
fixed. These rates vary between one per cent on cither 
the diminishing value or the cost price of the asset, 
to as high as 50 per cent, taking into account the 
customary usage of the assets in the production of 
income and of obsolescence under normal conditions. 
The basic rate of depreciation allowable on general 
plant and equipment operating under normal condi- 
tions is 10 per cent of the diminishing value. 

"Special" depreciation allowances have been 
introduced as an incentive to promote the use of 
modern equipment, plant and machinery. The special 
allowance provides for a 20 per cent depreciation, in 
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respect of plant or machinery installed or extended up 
to 31 March 1968. Special depreciation also applies 
to employee accommodation, new farm buildings and 
extensions of existing farm buildings. 

To encourage better and more permanent 
employee accommodation, an "initial" depreciation 
allowance has been introduced. The allowance is 20 
per cent on the cost price of buildings erected for 
employee accommodation up to 31 March 1967. It 
is possible to choose either the "special" or "initial" 
depreciation allowances. Both are in addition to the 
ordinary depreciation allowances. 

To attract new industry to the west coast of the 
South Island an investment allowance of 10 per cent 
of cost price is available on plant, machinery and 
buildings acquired for development projects in the area. 
This allowance is additional to all depreciation 
allowances. The incentive applies up to 31 March 
1968. 

To ease the cost of research expenditure and to 
encourage up-to-date equipment, the cost of plant, 
machinery and equipment acquired, installed or ex- 
tended on or after 1 April 1963 for scientific purposes 
directly relating to the business of the taxpayer, may 
be written off over live years. 

The authority for the above allowances is con- 
tained in sections 113 to 117 inclusive of the Land 
and Income Tax Act 1954 as amended by succeeding 
Land and Income Tax Amendment Acts. 

b.   Legal requirements 

1.    Control of capital issues 

There is no general control on capital issues in 
New Zealand. 

Official approval i.; required for overseas com- 
panies to establish a business in New Zealand, for 
overseas companies operating in New Zealand to raise 
domestic capital, or for a New Zealand-domiciled 
company to obtain capital overseas. In the latter case, 
an exemption is provided where the capital raised 
within a twelve months' period docs not exceed 
£ 10,000. 

2.    Licensing of imports 

For balance of payments reasons, a system of 
licensing control is used to regulate expenditure on 
imports. To promote continuing economic growth, 
priority is given to capital equipment and raw materials 
for industry. Care is also taken to ensure that there 
is an adequate supply of essential consumer goods. 

A licence is required before any imports of 
controlled items may be made. No restriction is 
placed on the source of supply. 

It is government policy to relax licensing controls 
as the overseas funds situation permits. In recent 
years considerable progress in this direction has been 
made and exemptions from control now represent 
about one-third of New Zealand's total import trade. 

3.    Regulation of the location of 
industrial enterprises 

There is no control or direction of the location 
of industrial enterprises by a Central Government 
authority. 

However, local authorities can bring their 
districts under planning control, in terms of the Town 
and Country Planning Act 1953, and they can zone 
areas as residential, commercial, industrial or rural. 
The location of industrial enterprises in a district may 
thus be confined to a particular area. 

4.    Licensing of factory establishments 

A factory must be registered with the Department 
of Labour under the Factories Act 1946 before it can 
be used. 

The Act is designed to ensure satisfactory condi- 
tions of work and has provisions on: 

hours of work and overtime; 
holidays; 
restrictions on employment; 
minimum rates of pay; 
safety, health and welfare; 
powers of inspection, registration, maintenance of 

records and exhibition of notices, requisition 
by inspectors; and the prescription of offences, 
penalties and procedures. 

5. Control of raw materials 

Apart from those on imports, the main controls 
on raw materials are concerned with the prospecting 
for and mining of New Zealand's mineral resources. 
Licences are required to search for and exploit minerals 
including petroleum, to ensure that the exploration for 
and extraction of the minerals is done in an orderly 
manner. The regulations have the added function of 
protecting the rights of Maori landowners. 

6. Control of power supply and transportation 

The generation and distribution of electric power 
for public consumption is almost wholly confined to 
central and local government organizations. Ninety- 
five per cent of all electric power is generated by the 
New Zealand Electricity Department and retail sales 
are mainly in the hands of electric power boards and 
local authorities. 

The functions of the New Zealand Electricity 
Department under the Electricity Act 1945 include: 

promoting, organizing, co-ordinating, continuing, 
and maintaining the supply of electrical energy; 
regulating, controlling, allocating, and (whenever 
in the opinion of the General Manager it is neces- 
sary) restricting or preventing the use of electrical 
energy. 

The development of electric power has rested with 
the Government partly because of a need for power 
resources to be exploited in the interest of the country 
as a whole rather than on the basis of commercial 
considerations only. Also, the private sector has not 
had the large amounts of capital necessary. 

•HÉ 
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The controls regarding the gas industry relate to 
such matters as calorific value, purity and pressure of 
the gas produced and distributed. There are no ad- 
ministrative restrictions on expansion of the gas indus- 
try. In fact, there are measures to help the industry 
continue in existence in order to reduce the demand 
on the electricity supply. 

Road transport is subject to licensing. The Trans- 
port Licensing Authority has regard to the public 
interest, the desirability of the service and the needs of 
the district. Goods services are limited to a 40-milc 
distance if suitable alternative rail services are avail- 
able. Exemptions to this rule apply to livestock, 
perishable foodstuffs and logs. 

This control over road transport and the opera- 
tion of the railways by the State arises out of the need 
to ensure economic use of the transport system as a 
whole since, because of the ruggedness of the land 
and the fragmented small domestic market, this system 
is costly to develop and run. 

An air service may not be established or carried 
on in New Zealand without a licence issued by the Air 
Services Licensing Authority. With a small popula- 
tion, air traffic is limited and it is to ensure that 
adequate services for the public are provided whilst 
at the same time preventing their haphazard and un- 
economic development that a system of licensing is in 
force. 

7. Control of import of technical know-how 
Authority has to be obtained from the Reserve 

Bank of New Zealand to remit royalty payments for 
technical know-how and services and these are permit- 
ted if justified by adequate evidence of the usefulness 
of such services to New Zealand. Because of balance 
of payments difficulties, some restraint must be placed 
on the extent to which royalty agreements are entered 
into in view of the overseas exchange involved. 

8.    Company law administration 
Comprehensive legislation relating to companies 

is contained in the Companies Act 1955, which came 
into force on 1 January 1957. 

Au important principle in the legislation is the 
protection of shareholders, creditors and the general 
public by the requirement that there must be the fullest 
practicable disclosure of information concerning the 
activities of public companies and to a lesser extent 
of private companies. The annual financial statements 
must exhibit a true and complete account of a com- 
pany's affairs and transactions. A prescribed form 
of presentation is required and comparative figures for 
the previous year must be shown. A prospectus must 
be deposited with the Registrar of Companies before 
it is issued. 

From two to twenty-five persons may form a pri- 
vate company; a public company must have at least 
seven members. A private company of not less than 
seven members may, under certain conditions, be re- 
gistered as a public company. 

1     Fields of investment 
Government activities in the industrial sector ar: 

few as this is regarded as a sector that private enter- 
prise should develop. Apart from the enterprises 
operated by a Government department, the Govern- 
ment holds investments in corporations and the like. 
See the next table. 

(ÌUV1RNM1NI   INVISI MIN IS   IN   ( ORI'I IRA t IONS.  l-rc, 

nun  AI   M   MARCH   I'M 

II M,IK*  I ".< 
I*,, .-.!•                                                                      '   * •I.-.IW /-• '•' 

Owned hy the New Zealand tiovernment 
Hank of  New Zealand     12.0IK 
I ommonweallh  Fabric  Corporation MM) 
I inen  Max Corporation I KO 
New Zealand  National  Airway  Corporation 2.MM) 
New   Zealand  Steel   Investigating   Co.   ltd 2^K 
Reserve Bank of New  Zealand     I.MM) 
Male Advances Corporation of New Zealand I.(MM) 
Ai'  New Zealand     ,h-1 

Tourist  Hotel Corporation  of  New 7ealand 4,14^ 
New Zealand  Hioadcasting  Corporation 400 

Owned jointly with other dovernments: 
British   Phosphate  Commission      467 
Christmas Island  Phosphate Commission 2.4«) 

Shareholdings in limited  companies 
Bay of Plenty Co-operative   Leilili/er <o. 

Ltd  I7' 
Dominion Salt  Ltd. |so 

Maramarua Coalfields ltd °4 
New  Zealand  Woolpack   and   Textiles  I td. 2<M) 
Tasman  Pulp and  Paper  Co.   ltd (2.200 Old) 

(I IMMl Prcf ) 

Miscellaneous       "^ 
International finance organizations: 

Cash   portion   of   subscriptions I2.6H1 

Total        £4.»,M>4 

The Reserve Bank can grant overdrafts to boards 
or other authorities having statutory powers in relation 
to the marketing of any New Zealand produce, for the 
purpose of the financing and marketing of any such 
produce. Except with the authority of the Governor- 
General in Council, the Reserve Bank may not engage 
in trade or otherwise have a direct interest in any 
commercial, industrial or similar undertaking. 

New Zealand has a well-established and fully- 
developed financial system for the transfer of savings 
into investment. 

The Government provides cheap long-term finance 
to farmers and home owners through the State 
Advances Corporation in the form of first mortgages 
on property. The Corporation has authority to lend 
to industry and has in the past given loans, but to 
support the drive for farm development it gives priority 
to lending for this purpose. The recently established 
Development Finance Corporation (see chapter VI) 
provides finance for medium-sized and small firms, 
particularly   those   engaged   in   manufacturing.    The 

i 
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Government   holds   sume   shares   in   a   few   limited 
companies (see table on page 91). 

The main sources of private investment in 
industry arc: 

trading banks and savings banks; 
finance institutions such as finance companies, 

building societies,  hire-purchase companie-i, 
insurance companies, stock and station agents, 
investment trusts, stock exchanges. 

Private investment in the public sector is achieved 
through the savings bank facilities of the post office and 
public issues of Government securities. Institutions 
such as insurance companies and trustee savings banks 
normally invest a proportion of their total holdings 
in Government stock issues. Some of these institutions 
-re required by law to so invest a set proportion; for 
evmplc, the trustee savings banks have to invest 50 
per cent of their assets in Government securities. 

I he Government welcomes overseas capital for 
investment in industry and, although there is no legal 
provision requiring a proportion of New Zealand 
capital in a company, some consideration is given to 
the proportions of overseas and New Zealand capital 
participation. To ensure that ownership of important 
industries is retained in New Zealand, the Government 
has strengthened its powers to control overseas take- 
overs. 

2.    Investment services 
Investment is achieved through finance companies, 

building   societies,   hire-purchase   companies,   savings 
banks and stock brokers.    There arc stock exchanges 
but  no investment  e entre  as such.    Stock   Exchange 
members execute orders for the public through both 
the "call" and "trading post" systems.     I he Exchange 
is  not   directly  responsible  for raising capital  but  it 
tries to ensure that full information is available to the 
public   on   all   developments     The   Stock   Exchange 
Association  has  certain   requirements   for  companies 
wanting official listing, market quotation, and so on. 
Most of such information is also available to the press 
and, together with their contacts with finance, with the 
Government  and  with  trade circles,  newspapers and 
periodicals   provide   some   of  the   best  material   on 
investment matters.     In addition, trading banks and 
organizations such as the chambers of commerce, the 
New  Zealand  Manufacturers'  Federation,  as  well  as 
various  management  consultants, provide commercial 
intelligence and various other investment services. 

V     Procedure for establishment of new industries 

Some overseas inte .sts operate in New Zealand 
by means of licensing agreements Apart from ob- 
taining approval from the Reserve Bank of New Zea- 
land for the payment of royalties, there are no other 
legal   requirements 

An   overseas   company   may   establish   a  branch 
without   incorporating  a   separate  New Zealand  sub- 
'di.ny       Ihe consent ol the MmMci of finance (with 

delegated authority to the Treasury ) must first be ob- 

tained and then the branch must be registered with 
the Registrar of Companies. The registration 
automatically carries with it certain legal obligations. 
I here are no restrictions on exchange being remitted 
to New Zealand from the overseas head office. 

As an alternative, a New Zealand company can 
be established under the Companies Act. If finance is 
obtained from the overseas interest, the approval of 
the Minister of Finance must be obtained. If a public 
company is formed an^ capital raised in New Zealand, 
it is necessary to conform with the requirements of 
the Registrar of Companies. The obligations of 
private companies (those not raising public capital) 
are laid down in the Companies Act and are not as 
extensive as those for public companies. 

If a company is incorporated or registered under 
the Companies Act, there is some control over the issue 
of new capital In 1966 the Government extended the 
Capital Issues Overseas Regulations to include borrow- 
ing in New Zealand by the subsidiaries and branches 
of overseas companies. The consent of the Minister 
of Finance is needed where a New Zealand company 
wishes to borrow or issue securities overseas in excess 
of £ 10,000 in any twelve month period. 

In view of balance of payments difficulties, import 
controls are in operation on many New Zealand im- 
ports in varying degrees. Thus persons requiring im- 
port licences for equipment to establish new industries 
have to submit details of their proposals to the Govern- 
ment and these are considered in the light of the 
criteria recommended by the Tariff and Development 
Board and adopted by the Government. Tariff matters 
are considered by the Tariff and Development Board, 
capital issues by the Treasury, exchange control matters' 
by the Reserve Bank and import control by the Cus- 
toms Department and the Department of Industries 
and Commerce. 

In addition, before establishing an industry, 
attention must be given to ancillary regulations regard- 
ing the operation of factories, health standards, 
registration of patents, trade marks and so forth. The 
relevant legislation and authority is the Factories Act 
the Health Act, the Patents Office, the Designs Act, the' 
Trade Marks Act and The Copyright Act. Further 
regulations relate to price control, offensive trades, 
public safety, hire-purchase as well as the location of 
industrial buildings. 

i.   Custom duty mné tax« 

Tariffs on raw materials and capital equipment 
aro fixed at low levels to encourage industrial develop- 
ment. Tariffs on components are low if there is no 
New Zealand production. 

Income tax is levied under the Land and Income 
I ax Act, which is administered by the Inland Revenue 
Department. 

Company income tax of two types is payable by 
resident companies — social security income tax of 
' rnJ (21 cents) in the pound ($2.78) and a graduated 
system of ordinary income tax of 2/6d (35 cents) in 
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the pound plus one penny for every pound of income 
until £3,600 ($10,008) is reached and thereafter of 
8/6d ($1.18) in the pound. 

Non-resident companies operating in New Zea- 
land are subject to the same two taxes except that in- 
come derived from interest by a special class of non- 
resident investment company is exempt from social 
security income tax. In addition, ordinary income tax 
payable is increased by an additional tax at a flat rate 
of 5 per cent on each pound making the rate 3/6d (49 
cents) in the pound plus one penny for every pound 
of income until £3,600 is reached and thereafter at 
9/6d ($1.32) in the pound. 

Rebates against the additional tax are provided 
in the case of such non-resident companies paying 
dividends to shareholders resident in New Zealand. 
Rebates against the additional tax are similarly pro- 
vided for non-resident life insurance companies and 
non-resident investment companies receiving income 
fiom development projects in New Zealand. 

Payments of dividends, interest or royalties to 
non-residents are liable to a withholding tax of 15 per 
cent of the gross amount payable. 

Subject to certain exemptions, privately-con- 
trolled New Zealand companies are liable for an 
"excess retention tax". This tax, which is designed 
to ensure the declaration of a reasonable amount of 
dividend, is charged if a company fails to pay a 
dividend equal to at least 40 per cent of its tax-paid 
profits. The rate of excess retention tax is 7/- (97 
cents) in the pound ($2.78) payable on any amount 
retained by thé company in excess of 60 per cent of 
the tax-paid profits. Provision is made for a recal- 
culation and refund of the excess retention tax paid, 
if, in a later year, the company concerned declares a 
dividend greater than the amount required for that 
year. 

New Zealand also has Double Taxation agree- 
ments in force with the United Kingdom, Japan, 
Sweden, United States of America, Canada and Aus- 
tralia. 

There is no capital gains tax in New Zealand. 
Subject to certain exemptions, a tax is chargeable on 
the unimproved value of freehold land. Sales tax is 
levied on many goods manufactured in, or imported 
into. New Zealand. The rate is 20 per cent except 
in the case of motor vehicles where it is 33-1/3 per 
cent. It is levied only once and, where possible, at 
points where the goods pass to the retailer. A large 
number of goods including basic foodstuffs are exempt 
from the tax. Sales tax paid is a permissible deduc- 
tion for income tax purposes. 

In the 1966 Budget the Minister of Finance an- 
nounced that a comprehensive review of the whole 
field of Central Government taxation would be under- 
taken by independent experts. 

IV.    MARKET ANALYSIS AND SURVEYS 
Surveys of the domestic market are for the most 

part carried out by individual manufacturers or groups 

of manufacturers or on their behalf by private market 
research organizations. Neither the methods nor re- 
sults arc published. However, on two important 
occasions (natural gas, and now steel), market re- 
search has been instigated by the Government. 

In overseas markets, trade surveys are both part 
of the regular routine of trade commissioners and an 
essential first step in trade promotion in a new area. 
In some eases they are a preliminary to the establish- 
ment of a new trade commissioner post. An example 
of a major trade survey made by a New Zealand team 
was the visit made to Panama, Argentine, Peru, 
Uruguay, Chile, and Brazil in  1961. 

Manufacturers' associations have also organized 
trade missions to promising markets. 

V.    MOBILIZATION OF CAPITAL FOR 
INDUSTRIAL DEVELOPMENT 

a.   Capital investment in industry 

A table of annual increases in the value of plant, 
equipment and buildings by industry groups, covering 
the years 1947/48 to 1963/64, is given in chapter 
VIII A. It is not possible to distinguish between 
domestic and foreign capital in this table but a sum- 
mary of private foreign capital inflow in broad indus- 
try groups is given in the next table. 

NlW    '/.l Al AND    INDUSTRIAL     ( I \SSIPK ATION    or    DIRT» T 
OVLHSI-AS  INVKSTMINT   196 3'64   AND   1964/65 

I'll lit    Jirr.l   III ff«w(  tnv'stt 

Million        Thoinand 

IV, 4/fii 

Milium Thniiiand 
/»./(. ./rv /„Ilari pnundi diillun P„un,l, 

Farming,        hunting, 
fishing,        forestry 
and  logging     0.056 20 -0 334 -   120 

Mining and quarrying -0 8^4 300 1.864 670 
Manufacturing 

Food,    drink    and 
tobacco     2 502 900 -3.253 1  170 

Meat     and     dairy 
products      2 085 -   750 8562 ',080 

Textiles,      clothing 
and footwear  .. 0.917 330 3 475 1.2 SO 

Wood,    cork    and 
furniture producís 0.528 190 -0 128 -      10 

Pulp,    paper    and 
printing     2.391 860 2.780 1.000 

leather and rubber 
products      0.195 70 0.389 140 

Chemical and min- 
eral  products   . . 4.420 1.590 4393 t.580 

Metalworking   ... 2.3" 840 1 334 4 HO 
Engineering       and 

transport    equip- 
ment     10 425 

2.975 
3,750 
1,070 

13 428 
2.585 

4,830 
Miscellaneous   .... 930 

Building    and    con- 
struction     0 195 70 0 195 -     70 

Electricity,   gas    and 

Wholesale  and   retail 
trade      ¡1 64H 4 190 23 380 8,410 
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Banking, insurance 
and ownership of 
property           16.458        5.920        7.311 2.6.1(1 

Transport and com- 
munications            -0.195      -      70        2.Ml lJMI 

Services            l.ooi 360     -0.445      -    IM) 

TOTAL           52.932       19,050      67.KK7       24.12H 

Source     Balance of Payments   1964 65. 

Since 1950, overseas investment in New Zealand 
has increased rapidly: between 1950/51 and 1964 65 
the total net inflow of capital from all sources 
amounted to £265.6 million ($738.4 million) oí 
which £200.5 million ($557.4 million) was diteci 
investment by overseas companies. A large part of 
this investment has been in the manufacturing sector 
and so has assisted New Zealand's post-war industrial 
expansion. 

Government investment in industry is very small 
and the information in table 4 in chapter III C gius 
an indication of the lew industries involved. Apaii 
from this, remaining investment in industry comes 
from private and commercial sources Chapter VI 
A gives details of the Development Finance Corpora- 
tion established to provide finance for new and ex- 
panding industries. 

b.   Structure of capital market 

Finance for capital expenditure is a\ailable in 
two broad ways: 

self-financing      by      means      oí     depreciation 
allowances and retention of profits, 

borrowing  and issue of shares. 
The capital market is concerned with the second 

method. An efficient market provides adequate 
means by which savings are mobilized and lent, 
directly or through the financial institutions, to those 
borrowing. There are the deposit receiving institu- 
tions (banks, trading companies, the short-term 
money market and building societies) and finance can 
also be raised on the stock exchange Funds also 
How to the capital market through the insurance com- 
panies, superannuation funds, and trustees of estates 
or property. 

Borrowers comprise individuals, companies, local 
authorities and the Government. For the individual 
seeking funds to finance a business or the purchase 
of property, there are numerous sources available - 
other individuals, private trustee and agency com 
panics, insurance companies, trustee savings banks, 
building and investment societies, the Development 
Finance Corporation, and the Government-owned 
State Advances Corporation. The provision of both 
long-term and short-term finance for farmers is im- 
portant to New Zealand and there are several sources 
including stock and stalion agents and or co-operative 
dairy companies. 

The main method by which companies obtain 
capital is by issuing shares or debentures, through the 
stock exchange in the ease of public companies,  and 

by private arrangement in the case of private com- 
panies. In this way the capital of companies is 
drawn from individuals, directly through sale of shares 
or indirectly through the medium of savings institutions. 
Substantial sums are also obtained by companies 
from insurance companies. 

While the Government obtains a proportion of 
its finance for capital purposes from taxation and 
from the Post Office Savings Bank, it also borrows 
by public issues of government stock to which both 
individuals and financial institutions subscribe. 

The capital market is alfectcd by action in the 
fiscal field. Thus changes in interest rates, in depre- 
ciation allowances for tax purposes, or in taxation on 
profits (both retained and distributed) affect both the 
supply of and demand for capital funds. 

Government policy has an effect on the capital 
market through: 

Direct control over Government works ex- 
penditure allocating available funds to various 
projects. 

Government control over the works pro- 
grammes of local authorities through the Local 
Authorities Loans Board which examines 
schemes involving the raising of loan finance by 
the local authorities concerned. The Board 
consults the appropriate government department 
in   each   case. 

Control of borrowing overseas by New Zea- 
land companies. 

Control over the establishment of businesses 
in New Zealand by overseas companies. 

Control over the raising of finance in New 
Zealand by overseas owned companies. 

c.   Promotion of savings 

Government policy is directed toward 
encouraging a high rate of savings in New Zealand to 
provide the necessary capital for development. Be- 
cause the Government itself does not engage in indus- 
try except in special circumstances, there is no special 
promotion of government savings for channelling into 
industry. Details of government investment in 
industry are given in chapter HI C. 

The promotion of business and personal savings 
is achieved through the general cperation of the finan- 
cial and banking systems: chants in the rate of 
interest, the trading banks reserve ratios at the Re- 
serve Bank and the general inflationary/deflationary 
siale of the economy will all affect the rate of busi- 
ness and personal savings. Chapter III gives details 
of the finançai system operating in New Zealand as 
well as the main channels oí investment in industry. 

4.   Success   in mobilitino privat« capítol 

Private capital formation in 1964/65 was £240 
million ($667.2 million) compared with £215 mil- 
lion ($597.7 million) in 1963/64. The 14.4 per cent 
rise was due in very large measure to increased build- 
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ing activity and farm investment. Private capital also 
played a part in capital formation of public 
authorities. 

PRIVATE SAVINGS OVER TIIR PAST FIVE YEARS 

l'nijlf   .uritg 

I ndilribulrd pratili 
iti tomfuntr, t/lher 

Mill,„n Milium \l,ll,.,n Milli.* 
pi-unJt dollar: rtmnilt dulljr, 

1960/61   ~  43 120 58 161 
1461/62        30 81 51 142 
1962 63 . .. 41 120 105 292 
1961/64        52 145 139 386 
1964 65        61 170 117 325 

Sonne:    National    Income    and    Expenditure     Statistics 
1964 65. 

e.   Foreifn capital 
ANNI Al    DIRLI I   OV F RSI AS   INVI M Ml NT   IN   Ni W    I\  U AND 

Oi'iTifiij   investment 

,    ,, ,mA*A rhnmand Thousand 

19M1/51 ~~    ..... 15,624 5.620 
,4,1   ,2   30,552 10,990 
I9V/5Î 294% 1O.610 
I9S3/M   «.«9* ?-20() 

,954  SS 30.914 1 1.120 
19SV56   43,757 15,740 
19S6 57 28.134 10,120 
19^7/SH   26.744 9,620 
l<^X  59 38,559 13,870 
|9<9/60 9,015 3.250 
I960 61   47.594 17.120 
l9M,h2   50,261 18,080 
l9hV63   67,866 27,650 
1963 64   «.900 19.050 
1964/65   67,888 24.420 

Source:    Balance of Payments, 1964 65. 

As mentioned in chapter III, there aie no direct 
controls on the inflow of foreign capital and govern- 
ment policy is io welcome such investment. There 
are no official plans for investment in industry to be 
provided from internal or external sources: this is left 
to the business community except in so far as some 
loans are raised overseas for a specific purpose such 
as harbour development. 

f.   Servici»« •* mtom«l pwoiic eek* 

Interest payments on and repayments of overseas 
loans raised on government account are serviced 
through the Public Account. Legislation relating to 
the custody, administration and audit of the public 
moneys and securities is contained in the Public Re- 
ven íes Act 1953. 

The Minister of Finance may raise loans overseas, 
when authorized by Parliament, and he may th<a 
prescribe the mode and conditions of repayment, the 
rates of interest and the times and places of payment 
of principal and interest respectively.    The  manage- 

ment of the public debt is in the hands of the Reserve 
Bank of New Zealand which arrange-, for the servicing 
of the overseas public debt according to the conditions 
agreed upon. 

g.   Joint domestic and oversees ventures 

While the Government favours joint ventures 
between domestic and overseas concerns, there are no 
legal provisions requiring a proportion of New Zealand 
capital or ownership in industries established by over- 
seas interests. However, government consent is 
required for overseas companies to begin business in 
New Zealand. New Zealand participation in the form 
of a share of the equity capital is preferred, and it is 
considered that this type of arrangement should be 
beneficial not only to the New Zealand economy, but 
also to the overseas company which will have easy 
access to knowledge of local conditions and markets. 

h.   Public ownership of industry 

Industries in New Zealand are mainly privately 
owned. The chief publicly owned industries are the 
Government's railway workshops, naval dockyards. 
State coal mines, and local authority transport work- 
shops. Other publicly owned concerns include some 
sawmills and a linen flax mill. Provision of electric 
power is the responsibility of the Government, and the 
railways and some public transport services are 
operated by the Government or local authorities. 

There is also a number of jointly-owned industries. 
The Government is a substantial shareholder in and 
has advanced finance to the Tasman Pulp and Paper 
Company. Other industries in which the Govern- 
ment has shareholding include some fertilizer works, 
milk treatment stations, coal-mining companies and a 
salt company. 

In general, however, it is not the Government's 
policy to extend its activity in industry. Rather, its 
task is seen as being the provision of a climate in which 
industry can develop and prosper, through the provi- 
sion of essential services and by devices such as 
taxation incentives and depreciation allowances. The 
Government has assisted industries only in a few cases, 
when the national importance of the industry was 
considered to warrant a departure from policy. 

i.   RoNiittoiKO of éiviimit o no foreign capital 

It is government policy to allow the remittance 
of profits, interest and dividends earned by foreign 
investors, subject only to formal authentication in some 
satisfactory form. For new applications to remit such 
payments, it is normally necessary to trace receipt of 
the capital funds involved through the banking system. 
The repatriation of capital, including capital gains and 
capitalized profils, is normally permitted subject to 
formal approval of the Reserve Bank and to the funds 
having come to New Zealand through the banking 
system or some other equivalent approved form. 
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j.   Restrictions on overseas investors 

There are no restrictions on overseas private 
direct investment in New Zealand, except for those 
which may apply to specific industries or projects. A 
New Zealand company which wishes to obtain capital 
overseas must get Reserve Bank approval, except 
where the amount to be raised in a twelve-month 
period is less than   £ 10,000 (5.27,800). 

k.   Encouragement of overseas investment 

The ¡mpoitiint benefits which an inflow of over- 
seas investment can brini' to New Zealand are 
recognized by the Goveinment. It therefore en- 
courages such investment when it appears to be 
capable of making a positive contribution to the 
economy and industrial structure. Criteria which are 
taken into account when considering government 
approval for an overseas investment project are price 
and quality comparability; the degree of protection 
required by the industry; the use of domestic raw 
materials; the amount of processing carried out in the 
manufacture, and whether a large value of domestic 
production is added in relation to the overseas expen- 
diture; the potential for export; the prospects of further 
technical knowledge and skill being brought into the 
country. As mentioned earlier, a degree of New 
Zealand participation in the capital is also preferred. 

I.    Réfutations affecting royalty payments 

The remittance of royalty payments for technical 
know-how and services is also subject to the control 
of the Reserve Bank. These payments are permitted 
if justified by adequate evidence of the usefulness of 
the services to New Zealand. 

Once a royalty agreement has been agreed to by 
the Reserve Bank there is no difficulty in remitting 
payments under it. 

VI.    INSTITUTIONAL ARRANGEMENTS  FOR 
INDUSTRIAL PROMOTION 

a.   Industrial  development  corporations  and 
research institutions 

1.     Development finarue 
I here are no corporations or bodies in New 

Zealand which exist solely for the purpose of planning 
or carrying out industrial development. 

However, the Development Finance Corporation 
Act, passed in 1964, provided for the establishment 
of the Development Finance Corporation of New 
Zealand,     fins commenced operations in July   1965. 

The corporation includes both government and 
private participants. The Governor of the Reserve 
Bank, the Secretary to the Treasury and the Secretary 
f»r Industries and Commerce are directors and the 
pnvate participants elect between five and seven 
directors 

The Act provided for an initial share capital of 
4.2 million ($5.6 million) and allowed the corporation 

to borrow up to £2 million by way of debenture from 
the Government or Reserve Bank free of interest for 
a prescribed peiiod and to borrow money in New 
Zealand or elsewhere up to five times the authorized 
capital. Such borrowing by the corporation would be 
covered by government guarantee up to ,£6 million 
(SI4.S million). The corporation is required by the 
Act to offer to the Reserve Bank from time to time- 
such number of its shares as will ensure that the Bank, 
if it accepts the offer, will hold 30 per cent of the 
share capital. 

On its inception the corporation issued two 
million 10 - shares, which were taken up by the 
Reserve Bank (600,000 shares), the trading banks 
(600,000 shares) and the larger insurance companies 
iKOO.ou) shares). This has provided the corporation 
with a share capital of LI million ($2.78 million;, 
of which 2 6 per share, of £250,000 ($695,000) has 
already been called up. The corporation in addition 
has received its first advance of £250,000 ($695,000) 
from the Government. 

The powers and functions of the corporation are 
broadly drawn. Its general functions are to supple- 
ment the activities of existing lending institutions in 
providing finance for the establishment of new indus- 
tries or the development or extension of existing 
industries in cases where finance is not already avail- 
able on reasonable terms and conditions. 

The aim of the corporation is to assist industries 
of benefit to the economy generally, particularly those 
industries based on the extraction or processing of 
indigenous raw materials. It is also required to take 
into account the degree of New Zealand ownership, 
the character of the area in which the industry is to 
be located ami the industry's capacity for earning 
overseas fund-, and contributing favourably to the 
balance of payments. The corporation is also to 
encourage industrial development by providing advi- 
sory and technical services. In special circumstances 
it can make loans to assist agricultural and pastoral 
production. 

2.    Industrial research and extension institutions 

The Government piovides for research into 
industrial processes and techniques through the 
Department of Scientific and Industrial Research 
(DSIR) in the following ways, 

by undertaking such work in its own laboratories 
in response to specific requests; 

by promoting the formation of industrial research 
associations financed jointly by industry and 
the Government; 

by making an annual grant towards the costs of 
operation of the Industrial Development 
Depaitment of the University of Canterbury. 



A   COUNTRY  STUDY ON  NI W ZEALAND 97 

There is no industrial extension service as such, 
but the facilities of DSIR laboratories and its Informa- 
tion Bureau arc available to assist industry wherever 
appropriate. The Department's Auckland Industrial 
Development Laboratories and the University of 
Canterbury Industrial Development Department were 
established to provide research and scientific services to 
industry. Both are concerned mainly with physics and 
engineering. Assistance to industry in the fields of 
physics, engineering and chemistry is also available 
from other divisions of the department. 

Industrial research associations provide extension 
services for their particular industries. The range of 
service provided by the research associations varies 
according to the needs of the particular industries and 
m some cases extends to advice on individual problems, 
and testing. These associations are independent 
organizations supported jointly by industry and the 
Government. 

The Department of Statistics prepares and 
publishes comprehensive statistics on the various 
sectors of the economy including manufacturing indus- 
tries, transport and power, national income, inter- 
industry studies and productivity. Other government 
departments are closely concerned with economic 
research as a background for the formulation of fiscal 
and economic policies. The Monetary and Economic 
Council also publishes reports. 

The most important privately supported economic 
research institution is the New Zealand Institute 
of Economic Research Incorporated, which was estab- 
lished in 1958 by the Government and is now financed 
by the private sector. It began work in 1960 and has 
published papers on such topics as the development of 
the tourist industry; economic aspects of electrical 
household durables; rehtive cost of domestic and im- 
ported goods industries; prospects for manufactured 
exports, output, employment and productivity growth 
in manufacturing industries; investment and decision 
making; strategic factors in New Zealand's economic 
growth; New Zealand-Austraiian trade. The Institute 
also publishes quarterly surveys of business conditions. 

At the end of 1963 a National Research Advisory 
Council was established with nine members, three 
being permanent heads of Government departments, 
and six appointed by the Minister responsible. The 
functions of the council are to advise the Minister on 
all matters concerned with scientific research in New 
Zealand, with particular reference to the determining of 
priorities among research activities of the Government 
departments; the provision of scholarships and fellow- 
ships, and the promotion of the training of research 
workers; the association of the Government with 
industry in the promotion of fundamental and applied 
research, including the publication of reports and 
journals; and the promotion of co-operation with other 
countries, or with international organizations, in 
scientific matters. 

b.   Success achieved,  problems  faced,  suggested 
measures 

1.    Development finance 

Because the Development Finance Coroporation 
has not yet been established long enough to assess its 
achievements, this heading can best be discussed in 
terms of some of the considerations which led to the 
decision to establish it. The New Zealand capital 
market, whilst not incorporating all the elements found 
in some of the larger countries overseas, is a fairly 
developed market with a broad range of institutional 
arrangements for the mobilization and re-lending of 
savings. As a preliminary to the Government's 
consideration of the establishment of a finance 
corporation, the Tariff and Development Board was 
asked to examine the extent to which this market pro- 
vides adequately for the borrowing of establishment 
and development finance for the non-agricultural 
industries over the medium and long term. The Board 
concluded that, notwithstanding the existence of a 
fairly developed capital market, a need existed for 
additional finance of this type and for new means of 
directing capital to productive industry. A need was 
seen in many instances for capital on easier interest 
rates and repayment terms than was already available 
from existing commercial lending institutions. Greater 
efficiency was considered desirable in the use of indus- 
trial capital. 

Special arrangements were considered necessary 
to facilitate and co-ordinate the introduction of overseas 
capital into private industry and to provide additional 
means for its association with domestic capital, and for 
access to overseas technical services. The Board 
pointed to the lack of an institution or body exercising 
an advisory function for developing business, particu- 
larly small and medium-sized businesses where 
knowledge of business organization, business financing, 
and the sources of finance are inadequate. 

It was recognized that the necessity to achieve a 
more rapid rate of economic growth and to make 
appropriate adjustments to changes in overseas trading 
conditions would intensify these needs. Special 
arrangements should therefore be made to enable the 
increased needs to be met as they arise. 

After considering the various alternatives, the 
Board concluded that the most suitable means of 
meeting these needs would be by the establishment of 
a new institution which might include but would be 
independent of the Government and existing lending 
institutions. It would be of greater advantage to the 
economy to have an experienced, soundly established 
corporation able to grow with the demand for its ser- 
vices, rather than to encounter at a later stage an 
urgent need and possibly be forced into emergency 
measures to meet it. 

2.    Research and extension institutions 
A characteristic of research and extension services 

in New Zealand is the wide disparity between activity 
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in the agricultural and industrial sectors. Over the 
years New Zealand has developed impressive institu- 
tions in agricultural research which have done out- 
standing work of great value to the economy. This 
research activity has been accompanied by the develop- 
ment of effective extension services to promote agricul- 
tural production. By comparison, research of more 
or less direct value to manufacturing industries has 
been meagre and extension services have been limited 
virtually to those industries which themselves have been 
prepared to participate. 

Because of the importance of agriculture in the 
New Zealand economy, the past and continuing 
emphasis on agricultural research and development 
work is entirely appropriate. However, the develop- 
ment of a balanced and mature economy, with the 
skills, techniques and facilities necessary to produce 
goods and services in pace with the increasing demand, 
presupposes an extension into industry of research 
activities and advisory services on a comparable scale. 
Notwithstanding New Zealand's dependence on 
agriculture and the overseas sale of farm products, only 
a very small proportion, for example, of all funds spent 
by the Government on agricultural research has been 
devoted to research on the processing and marketing 
of farm products. 

A policy has accordingly been applied over recent 
years of intensifying the industrial research programme 
without detracting from agricultural research and 
development activities. The report of the DSIR for 
1965 indicates that the department currently spends 
about 41 per cent of its vote on agricultural research 
and about 29 per cent on industrial research, including 
grants to research associations. The remaining 30 per 
cent is devoted to investigation of natural resources, 
the "earth sciences", and various scientific services. 
In I960 some 24 per cent of DSlR's vote went on 
industrial research. 

Not all the responsibility for research rests on 
the Government and while government services need 
expansion and are being expanded, within industry 
itself, research activities remain generally inadequate. 

Scope exists for an extension of these activities 
particularly in such relatively inexpensive fields as 
operational research — the investigation of the 
efficiency of an operation or series of operations. 

The establishment by the Government of the 
Research Advisory Council should give impetus to 
research and assist the coordination and development 
of research activities. As noted earlier, taxation 
incentives encourage private research 

VII.    TECHNICAL TRAINING: MANPOWER 
DEVELOPMENT 

No detailed assessment of New Zealand's future 
needs of manpower in industry has been made, and 
there is no detailed statistical material which contains 
future projections of this type 

The basis of training in New Zealand is the school 
education system, which provides for free compulsory 
education up to a minimum age of 15. Some voca- 
tional subjects are taught at post-primary schools. 

Skilled labour receives its training by means of 
.ipprenticeships, supplemented by part-time classes at 
technical schools. There arc twenty nine New Zealand 
Apprenticeship Committees which have the task of 
reviewing conditions of apprenticeships and keeping 
them up to date. In the major industries apprentice- 
ship orders usually provide for four hours weekly at 
technical classes during the day, and the same amount 
of time at evening classes. Recently there has been a 
tendency for fjll-timc course lasting for a short period 
to be held, rather than courses requiring half a day's 
attendance each week. 

There are six technical colleges in New Zealand, 
which provide a general secondary education with a 
greater emphasis on technical subjects than there is 
at other secondary schools. There has always been 
some provision for training of technicians at a tertiary 
level through special courses at these colleges, and 
certain administratives changes have been designed to 
increase the scope of this type of training. In three 
of the main cities, technical institutes have been 
established under the control of the Education Depart- 
ment which have the function of providing these 
technical cours-s. A polytechnic is planned for 
Duncdin and a technical college for Hamilton. Some 
courses are prescribed by the Technicians Certification 
Authority, a body comprising representatives of the 
Department of Education, teachers, and executive 
committees which are drawn from occupation groups 
concerned with the various technical courses. Other 
courses are provided by the technical institutes if there 
is sufficient demand in a particular field. At the end 
of 1964, the Government approved the preparation of 
plans for the development of a Central Institute of 
Technology to cater especially for some of the more 
specialized and more advanced types of course, and to 
provide some practical facilities for correspondence 
pupils. 

Engineers usually receive their formal academic 
training at a university. Undergraduate engineering 
students are required to spend a specified period doing 
practical work during the vacation. A few engineers 
do not attend university but go straight into industry 
where practical experience is gained, at the same time 
study for the professional examination of the Institute 
of Engineers. 

The training of executives and supervisors in 
industry comes under the Department of Labour's 
Training Within Industry scheme. The Department 
provides training programmes under this scheme con- 
cerning the use of supervisory skills by top and middle 
management, professional people and tradesmen and on 
the relation of management methods to production 
results. The scheme organizes conferences conducted 
by trained conference leaders, and these are followed 
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by a programme of learning and application of efficient 
methods or. the job. Individual firms are encouraged 
to develop their own training courses with the help of 
Training Within Industry experts and material. 

The universities also include in their curricula 
courses on business administration. 

The New Zealand Institute of Management con- 
ducts a diploma course in industrial administration. 
The syllabus is fixed by the Institute, but teaching is 
carried out in part-time classes in the technical schools. 
Some major firms have permanently assigned training 
officers who conduct courses ranging from foreman- 
supervisor level to advanced management. Many 
companies send executives to managerial courses 
overseas, particularly in Australia, but also in the 
I inited Kingdom, the United States and other countries. 
Management consultant firms in recent years have 
organized increasing numbers of courses for executives 
in addition to their consultant work. 

It has been recognized that the amount of technical 
training in New Zealand needs to be increased and its 
quality improved to assist in developing a more 
sophisticated industrial structure. In 1958 the 
(iovernment approved the setting up of the New 
Zealand Council for Technical Education, an indepen- 
dent body which reports to the Minister of Education. 
It is charged, among other things, with fostering close 
relations between technical education and industries 
and commerce, with finding out the needs of industry 
and commerce for technical education, and with 
promoting co-ordination between technical education, 
industry and commerce, workers' organizations and 
government departments. In January 1964 the 
C iovernment announced a five year "rolling pro- 
gramme" of building and land acquisition, a technical 
institutes' works committee to administer it, and a 
separate subdivision in the education vote for senior 
technical education. 

VIII.    DEVELOPMENT OF MAJOR INDUSTRIES 

«.   Exittfitf industri«« 

Note: Unless stated, statistics are for the year 
1963/64. 

1.    Food  processing 
This is much the largest group for value of pro- 

duction. It is chiefly concerned with the processing 
of farm products, and covers most of New Zealand's 
staple export commodities. The group numbered 661 
factories with a total production value of 313.8 million 
($872.4 million). Total employment in the group 
amounted to 34,195. 

Industries covered by the food processing group 
are meat freezing and preserving, ham and bacon 
curing, sausage casings, ice cream, butter and cheese 
and milk products, fruit and vegetable preserving, fish 
preserving, grain milling, biscuits, cocoa, chocolate and 
confectionery, animal feedstuff s and other food 
preparations. 

Of this group, meat freezing and preserving and 
butter and cheese production represented two-thirds of 
employment and three-quarters of the value of pro- 
duction. The 38 meat freezing works in New Zealand 
operated for the most part on a relatively large scale, 
31 of the 37 having more than 200 employees each 
and 28 having an output of over £2.5 million ($7.0 
million) each. Increased production in recent years 
has come from increased efficiency and expansion in 
existing factories rather than in the building of new 
establishments — the total number of factories 
decreased from 48 in 1950/51 to 38 in 1963 64. On 
the other hand, butter and cheese factories and other 
factories processing milk tend to be small. Of the 
total number of 292 establishments about half 
employed between 6 and 20 persons and only three 
had more than 100 employees. The volume of pro- 
duction of the milk products industries has steadily 
increased over recent years. 

2.     Basic metals 

There were 90 factories within this group with 
a total of 1,224 employees. The production value was 
£6.6 million ($18.3 million). Important activities 
include iron, steel and brass founding; diecasting; 
smelting and refining lead into ingots, sheets, pipes and 
the like, copper wire drawing and subsequent fabrica- 
tion into insulated wire and cable; smelting precious 
metals; and smelting and refining of non-ferrous metals 
other than lead. By far the greatest of these activities 
is iron and brass founding. The establishment of a 
steel industry, referred to elsewhere, using New 
Zealand's ironsands resources will substantially 
strengthen New Zealand's industrial base. New 
Zealand already has one plant for the manufacture of 
reinforcing rounds from domestic-collected scrap. 
Important developments have taken place in recent 
years in the rolling of aluminium sheet and foil and 
the manufacture of aluminium extrusions from imported 
ingot. The manufacture of brass extrusions has been 
undertaken in New Zealand over a longer period. An 
extensive range of brass, as well as copper, extruded 
products is made from scrap and virgin metal raw 
materials. The products of the industry are used to 
make parts for plumbing installations, radios, washing 
machines, refrigerators, cookers, motor vehicles, and 
for many other industries. The manufacture of 
electrical and telecommunication wire and cables 
began in New Zealand in 1945 and since that time 
there has een considerable expansion both in the 
range of products of the industry and depth of 
manufacture. 

3.    Metal products 

The manufacture of metal products, except 
machinery and transport equipment, covers the con- 
version of basic metal forms into finished articles such 
as tin cans and other tin ware, hardware, hollow-ware, 
metal stampings, fabricated wire products, bolts, nuts, 
washers, rivets, nails.   The group includes galvanizing, 
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plating and polishing metal products. There were 602 
factories within the group employing 11,092 workers 
and having a value of production of £45.6 million 
($126.8 million). The engineering industry is one 
which benefited substantially from the enforced depen- 
dence on domestic resources during the Second World 
War. Since that time accelerated expansion has 
continued. Growth over the past five years has been 
as follows: 

Vl)   ol Volar nl 1 jlur    i 
r,:ab\uh 
«'/, yiicoi m ml. a uuii • 

Sheetmetal    . 158 3 1.595 188 52,931 
Wire working  . . 41 5,607 54 10,819 
Nail making  . . 6 3.111 6 2.844 
Electroplating etc 45 2,06.1 61 3,756 
Other metal 

products    ... 179 29,757 291 56,534 

Source:    Statistics  of  Industrial   Production.   1963 64. 

4.    Machinery (other than electrical) 

This group comprises the manufacture, assembly 
and repair of all classes of machinery, other than 
electrical. The industry covered 664 factories, having 
a total of 12,267 employees and a total value of 
output of £43.1 million ($119.8 million). 

The early and intensive development of agricul- 
ture in New Zealand led to the early establishment 
of manufacture of agricultural machinery. By the 
1880's New Zealand was exporting ploughshares to 
the United States. There are now 94 plants concerned 
in the manufacture, assembling and repair of this type 
of machinery. Ploughs, harrows, cultivators, milking 
equipment, hayrakes, seed drills, artificial fertilizer 
spreaders, rotary mowers are some of the main products 
of the industry. The total production of agricultural 
machinery was valued at £6.7 million ($18.6 million). 

There are 570 factories engaged in the manufac- 
ture and repair of other types of non-electrical 
machinery. Products include washing machines, 
refrigerators, industrial machinery of many kinds, such 
as pumps, woodworking and heating machinery, lawn 
mowers, concrete mixers. Manufacture of most of the 
lighter types of machinery has been developed, but 
much of the heavier and highly intricate machinery 
for which New Zealand offers only a limited market, 
is still imported. The value of output of this sector 
of the industry amounted to £36.4 million ($86 2 
million). 

5.    Electrical  products 
This group comprised 178 factories, having 

7,387 employees, and had a production value of £33 
million ($91.7 million). 

The domestic industry produces a wide range 
of home appliances (stoves, refrigerators, washing 
machines, radios, television, and so on), electrical 
fittings, lead acid batteries and lighting equipment 
(both industrial and home). 

There has been a substantial increase recently in 
production of telecommunications  equipment.   Con- 

siderable progress is being made in the production of 
electronic control equipment. 

6.    Transport equipment 
The great majority of the 2,300 units in the 

transport equipment industry which employed 27,231 
persons and had a total value of output of £102 
million ($283.6 million) are garages for the repair of 
motor vehicles. 

The most important units in this group were the 
18 motor vehicle assembly plants which assembled 
over 60,000 motor vehicles. Steady expansion of 
the New Zealand content, to 50 per cent in some 
cases of the value of each finished vehicle produced, 
has followed the generally rapid expansion of all 
sectors of manufacturing industry in New Zealand. 
A motor body building industry covering 90 establish- 
ments and employing 1,406 persons has developed in 
association with the assembly industry. 

Within the group, 77 establishments are con- 
cerned with boat building and repairing and marine 
engineering. For the most part the industry has been 
concerned with the building of small craft pre- 
dominantly rowboats, yachts and motor boats in the 
range up to 40 foot length. However, fishing 
trawlers are now being built. Of the total value of 
output of £2.7 million ($7.5 million) ships repairs 
and marine engineering and repair work represented 
£1.9  million   ($5.3  million). 

7. Wood and cork products 
This is a highly diversified industry with a large 

number of small units making timber products of a 
wide variety. The industry is directed mainly to 
supplying the needs of the domestic building and 
furniture trade. Sawmills and planning mills account 
for the greater part of production in this sector. Al- 
though the particleboard, plywood and veneer industry 
has been increasing in importance as more use is 
made of this type of building and furniture material: 
the value of output of plywood and veneers has in- 
creased over the last five years from £2.4 million 
($6.7 million) in 1959/60 to £3.4 million ($9.5 
million). At the same time, the relative importance 
of the manufacture of wooden containers has declined 
as other packaging materials have become more 
popular. 

New Zealand's forests provide suitable timbers 
for most uses. A feature of wood production is the 
increasing use of exotic pines (especially pinus 
radiata) compared with native timbers. In 1952/3 
less exotic pine passed through sawmills than native 
rimu, but by 1963/4 371,000,000 board feet of 
exotic pine was milled compared with 193,000,000 
board feet of rimu. Export of wood manufactures 
has increased greatly: in 1953 their total value was 
£638,300 ($1,774,500) while in the year ended 
June 1965 it was £2,387,609 ($6,637,553). 
Hardwoods, for special purposes such as wharf 
piles, are imported, as well as some high quality 
furniture timbers such as mahogany and teak. 
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8. Paper ana paper products 

Production of paper and paper products on a 
major scale from New Zealand grown timber is a 
fairly recent development, dating from the early 
1950s. Production increased threefold between 
1449/50 and 1955/6, and between 1956/7 and 
1963 4 the volume of production more than doubled. 
exports, particularly of woodpulp and newsprint, have 
also increased rapidly in recent years. Exports of 
woodpulp were 65.601 tons and of newsprint 57,388 
tons, the combined value being £8,525,000 
($23,670,000). The major destination was Aus- 
tralia. The increased use of fibreboard and paper- 
hoard in building, and of paper bags, cardboard 
hoxes and cartons in packaging has also contributed 
to the expansion of activity in this sector. 

The industry included seven establishments 
employing 3,003 people. The range of products 
manufactured covers, mechanical and chemical pulp, 
newsprint, wrapping, printing and writing papers, 
tissues, box, carton and container boards and fibre- 
hoards The 1963 4 value of output of the industry 
uas   JL26 million ($72.3 million). 

9     Printing and publishing 

The two most important sections of the printing 
industry are newspapers and general job printing. 
I here are 20 major daily newspapers in New Zea- 
land each with a circulation of over 10,000. These 
units had an output valued at £14.3 million 
($39.8 million), which was almost half the total out- 
put in the printing and publishing sector—£36.1 
million ($100.4 million). The volume of production 
in the sector increased over 60 per cent between 
1956 7  and  1963/4. 

10. Manufacture of textiles 

The raw material which is used for most of the 
textile manufacture in New Zealand is wool. How- 
ever, only a small percentage of the national pro- 
duction of wool is processed further in New Zealand 
-in 1961/2 the proportion of total raw wool pro- 

duction manufactured locally was 3Vi per cent, and 
in 1963/4 it dropped to less than 3 per cent. (The 
bulk is exported.) At the same time, in 1964 
(calendar year) New Zealand produced nearly 60 per 
cent of its requirements of woollen piece goods com- 
pared with only 33 per cent a decade ago. Certain 
types of wool manufacture have increased greatly in 
importance in recent years. The volume of produc- 
tion of all textile manufactures nearly doubled be- 
tween 1956 7 and 1963/4, and there was an especially 
large increase in production of blankets, rugs, and car- 
pets. Production of floor coverings in 1963/4 was 
7,248.000 square yards compared with 3,089,000 
squali yards in 1956/7 — an increase of 135 per 
cent. 

An important development in the synthetic tex- 
tiles field has been the recent development of nylon 
manufacture. 

11. F(X>twear, clothing and made-up textile goods 

The clothing industry is concerned mainly with 
production for the domestic market and is 
characterized by a large number of small units. Of 
the total of 867 establishments, only 26 employed 
over 100 persons each. There has, however, been 
a tendency for the smaller units to group together to 
attain greater efficiency. The value of output of the 
industry as a whole was £56.4 million ($156.8 
million). This has covered most of the needs of the 
domestic market and, with attention to quality and 
design, small but significant export markets have been 
developed. 

The footwear industry is similarly made up 
mostly of smaller units—only 16 of the 127 
establishments employing more than 100 persons. 
The combined value of output of the industry 
amounted to £12.5 million ($348 million). The 
industry manufactures mainly for the domestic market, 
but, as in the clothing industry, small exports have 
been  made. 

12.    Chemicals and chemical products 

This group included 214 factories with 5,977 
employees and a value of output of £44.5 million 
($123.7 million). There is as yet relatively little 
manufacture of basic chemicals in New Zealand. 
Soaps, paints, pharmaceuticals and so on, are all 
produced in large quantities from imported raw 
materials. One particular chemical industry that uses 
large quantities of New Zealand raw materials, 
and which has developed in response to New 
Zealand's farming techniques, is the fertili/er in- 
dustry. This is a heavy industry and there are 14 
factories dispersed around the country to meet local 
needs. Continued growth, in response to ever 
increasing usage of fertilizers on New Zealand farms, 
is assured. Some types of weedkillers are also being 
made in New Zealand—from imported intermediates. 

The plastics and fibreglass industries have been 
making significant progress, becoming much more 
diversified in recent years. Apart from a wide range 
of consumer goods, plastic and fibreglass products 
now being made in New Zealand include downpipc 
and guttering, water and sewage reticulation pipes, 
sheeting, flooring, bulk transport containers, holding 
tanks, and vehicle bodies. 

Although these products arc still made generally 
from imported moulding powders, there is a trend 
toward compounding the latter and using New Zea- 
land made colourants. 

13.    Non-metallic mineral products 

This group, which covered 603 factories, had 
a value of output of £27.8 million ($88.1 million) 
and employed 8,0'5 persons. It includes a highly 
developed cement industry, a window-glass industry, 
domestic glassware, an earthenware industry, separate 
units of which produce sanitary earthenware and 
tableware, and structural clay products such as 
insulators, roof tiles, pipes  and decorative  tiles. 
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14.    Oil refining 
An oil refinery is now in operation in Whangarei. 

The capital cost of the plant was £ 10 million ($27.8 
million) excluding working capital. Of the £10 mil- 
lion, £6 million ($16.7 million) is »hare capital— 
£3.6 million ($10 million) has been supplied by 
overseas oil companies and New Zealand interests 
(including a domestic oil company and public 
subscriptions) have supplied £2.4 million ($6.7 mil- 
lion). The refinery has an output of about 2 million 
tons a year of refined products from an actual 
throughput of slightly more than 2 million tons of 
crude oil. Products include motor gasoline, gas oil, 
dieselfuel, fuel oil and bitumen. The refinery 
employs a staff of 200. 

b.   New industries being planned 
Some of the more important known developments 

arc as follows. 
Iron and steel 

This industry will be established in four distinct 
stages. Operations are to begin in 1968. Stage I 
will give a production by 1970 of 189,000 tons of 
billets, wire rod and galvanized sheet. 

The capital required for Stage I of the industry 
will be £17.5 million ($48.6 million). Of this about 
60 per cent or £10.5 million ($29.2 million) will be 
spent overseas and about 40 per cent or £7 million 
($19.5 million) spent in New Zealand. The company 
was formed in July 1965 and has an equity capital 

in addition to the output of an existing rolling mill, 
which has a present capacity of 50,000 tons a year on 
one shift. 

IX.    EXPORT OF MANUFACTURED GOODS 
AND SEMI-MANUFACTURES 

a.   Balance of trade 
Since 1950, New Zealand has had a current 

account deficit each year (with the exception of 
1953 54 and 1959 60) although trade balances have 
been favourable. The level of imports has been 
subject to Government control through import 
licensing and other arrangements, and this level has 
been held below the amount received from exports each 
year because of the recurring deficit in the invisible 
account. 

The balance of trade figures for recent years are 
shown in the following table. 

There are two factors which for many years have 
been especially important for the status of New 
Zealand's export trade. The first factor is the condi- 
tion of world markets for wool, meat and dairy 
products, which together comprise over 90 per cent 
by value of the total exports of New Zealand produce; 
and the second factor is the predominance of the 
United Kingdom as a recipient of New Zealand ex- 
ports: 80 per cent of exports went to the United 
Kingdom in 1930, and although the proportion is now 
considerably less, it was still high at 48.5 per cent 
in the year ended December 1965. 

BALANCL OF TRADE FIGURES 

1959/60       1960/61        1961 62 
(thousand dollars) 

1962/63      1963/64 1964/65 

Exports f.o.b. 862,650 

605,600 Imports f.o.b.a  .... 
Net balance merchandise 
transactions f.o.b. . .        257,050 

797,850 

760,600 

37,250 

809,400 

755,350 

54,050 

843,300 

705,450 

137,850 

"   f.o.b.   country of export 
Source:    Balance of Payments Estimates 

1,007,200 

839,850 

167,350 

1,043,900 

860,100 

183,800 

of £6.5 million ($1.8 million). Long-term loans of 
£11 million ($30.6 million) have been authorized. 
It is intended to raise £3 million ($8.34 million) of 
the loan money in New Zealand and to borrow £8 
million ($22.2 million) overseas. 

The initial work force will be 850, of whom 300 
will be specialized management, engineering and 
supervisory staff. 

The industry will ultimately produce most of New 
Zealand's requirements of billets, wire rod, hot rolled 
strip, cold rolled strip, galvanized sheets, welded pipe 
and tin plate.    The production of the industry will be 

b. Export-potential industrie« 

As New Zealand has no specific programme for 
export, there are no plans or projections for export- 
potential industries. Instead the policy is to promote 
conditions which will induce the expansion of industrial 
exports generally. 

c. Standardiiotion and quality control 

The New Zealand Standards Association was 
established by the Standards Act 1965, which defines 
its constitution, powers and functions.    It is governed 
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by a Standards Council widely representative of pro- 
ducers, trade unions, consumers, government depart- 
ments and technical organizations. 

Standard specifications are formulated and issued 
by the Association. They are generally for voluntary 
use, as for citing in a contract between manufacturers 
and producers such as when a product is ordered to 
conform to a standard specification. In certain cases 
they are made legally mandatory, for example, by being 
cited in an act or regulation (such as the Electrical 
Wiring Regulations) or by local authorities adopting a 
model by-law prepared by the New Zealand Standards 
Institute (such as NZSS 1900 Model Building 
By-law). 

When a standard is to be drawn up for a 
particular item, it is formulated by a committee of this 
Council, consisting of representatives of all the parties 
primarily interested in the standard proposal, that is, 
representatives of manufacturers, employees, con- 
sumers, traders, technical experts and other interested 
bodies (whether on the Council itself or not). An 
attempt is made to make the composition of each 
committee both complete and balanced. When the 
specification is drawn up by the committee, it is 
formally declared by the Council. 

As the Standards Act 1965 states: 
"Specification" means a description of any 

commodity, process, or practice, by reference to 
its nature, quality, strength, purity, composition, 
quantity, dimensions, weight, grade, durability, 
origin, age, or other characteristics, or by 
reference to any mark or label on any commodity; 
and includes a model form of by-laws, a glossary 
of terms, definitions or symbols: 

"Standard mark" means a mark registered as 
a certification trade mark pursuant to section 24 
of this Act: 

"Standard specification" means a specification 
which has been declared to be a standard 
specification pursuant to section 23 of this Act. 
When a standard is agreed upon for a particular 

commodity, the Standards Association publishes the 
specification and this would include details of the tests 
which are to be applied. In many cases, overseas 
standards (especially British Standards) are adopted in 
New Zealand; in other cases, original New Zealand 
standard specifications are drawn up. A complete list 
of New Zealand standards is published by the 
Standards Association. 

In general, apart from those cases where standards 
are enforced by law (which are mainly in the fields 
of public health and safety), competition and the desire 
to increase production are considered the main incen- 
tives to quality control, and the responsibility for 
quality control rests with the manufacturers themselves. 
The role of the Government is in providing technical 
assistance, through the Department of Scientific and 
Industrial Research and in co-operation with manu- 

facturers' associations, for testing and research which 
may lead to improved quality. 

There are no special standard specifications for 
New Zealand's exports of manufactured products. On 
the other hand, there are standard specifications which 
cover in whole, or in part, manufactured products 
exported (although they may not necessarily be used). 

For New Zealand's main agricultural export 
products, minimum standards of quality in the produc- 
tion of butter and cheese must be adhered to and these 
are enforced by regulations formulated and adminis- 
tered by the Department of Agriculture. A stringent 
system of inspection and grading has evolved in the 
meat industry, and all meat, whether destined for 
export or for the domestic market, must pass inspection 
tests and carry a grading mark. 

If manufacturers falsely claim that their product 
is manufactured to a certain standard specification, 
legal action can be taken against them. The 
Standards Association of New Zealand is the registered 
owner of a certification mark (the Standard Mark) 
which is used by manufacturers under licence from the 
Association and subject to regular testing of products, 
which is arranged by the Standards Association and 
carried out in a suitable independent testing laboratory. 
A manufacturer is entitled to use the standard mark 
only if his products continue to satisfy the provisions 
of the relevant standard specification. 

As stated above, standards of quality goods or 
minimum standards in a certain practice are some- 
times legally established by citing the relevant 
standard specification in regulations under an act. 
Such enforcement of standards most commonly con- 
cerns public health and safety, such as the Electrical 
Wiring Regulations provide for legal enforcement of 
certain standards of electrical wiring and appliances, 
and they are binding on any wiring or appliance con- 
nected to the national power supply. In other cases 
regulations themselves define minimum standards, that 
is without reference to a standard specification, (such 
as the Food and Drug Regulations, embodying certain 
standards designed, among other things, to prevent 
the sale of unhealthy foods). The Electrical Wiring 
Regulations are administered by the New Zealand 
Electricity Department; the Food and Drug Regulations 
by the Health Department. The department con- 
cerned has inspectors who inspect the goods concerned 
and investigate complaints, and prosecution may be 
brought against a person who infringes the regulations. 

In addition, local authorities can be authorized 
to make by-laws and, in some instances, they incor- 
porate standard specifications in by-laws which can 
then be enforced. For instance, local bodies have 
by-laws governing the erection and design of buildings, 
the aim of which is to ensure both a minimum quality 
in the construction of buildings, and safety in structure 
and such matters as resistance to fire. The 
Standards Association of New Zealand has a Model 
Building By-law which forms the basis for the by-laws 
adopted by local bodies throughout the country, and 
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this in turn cites a number of standard specifications 
for building materials and components. 

The Standards Association of New Zealand is the 
official body which draws up standards in New Zea- 
land. The Association is a private organization 
established by statute and extensively backed by the 
Government. It took over from the previous 
Standards institute which was run as a branch of a 
government department. 

X. MEASURES FOR ACCELERATING INDUSTRIA- 
LIZATION, DIVERSIFYING MANUFACTURING, 
AND   PROMOTING   EXFORTS  OF   MANUFAC- 

TURED PRODUCTS 

a.   Proposed action to occdarat« industrialisation 
and to promott «sporti 
As explained elsewhere in this study, New Zea- 

land has no plan for industrial development or export 
promotion.    Industrial  development  is  achieved  in- 

directly by government encouragement of a more 
balanced and less vulnerable economy through the 
use of such measures as taxation incentives and bank 
credit controls as well as through the provision of 
import licences for new and expanding industries. 
Similarly, the export promotion of manufactured pro- 
ducts is achieved through taxation incentives. In 
addition, the Department of Industries and Commerce 
through its trade commissioner service, its publication 
"Export News" and participation and assistance to 
exporters participating in Trade Fairs performs a 
valuable task in the direct promotion of such goods. 
An Export Development Conference was held in 
1963, and there have been various Export Seminars 
and Trade Missions since then. 

b.   Assistane« roquirod 
New Zealand is not concerned wi!h planned 

assistance in the various fields enumerated under this 
heading. 





ùosr+c 
A COUNTRY STUDY ON PAKISTAN 

I.    PLANNING AND PROGRAMMING FOR 
INDUSTRIALIZATION 

a.   Bri«* history of industrial plonninf and 
programming 

1. Industrial policy 
Following the directions set by the President of 

Pakistan, economic planning in the country has been, 
and continues to be, pragmatic. The tone of the third 
five-year plan (1965-1970), an outline of which has 
been circulated for the purpose of eliciting opinion, 
amply proves this. The achievements in the second 
five-year plan (1960-1965) also lend full support to 
this statement. 

Pakistan was created in 1947 and its initial efforts 
were directed toward overcoming problems of almost 
insurmountable magnitude.   It had to begin literally 
from the scratch and, in the industrial field, where 
human and material resources were lacking, work was 
understandably slow and the results meagre; however, 
the Government started the work of reconstructing the 
economy of the country in earnest. In April 1948, the 
Government announced the industrial policy which 
continues   to   guide   industrial   development.   Since 
1958, when the present régime took over the adminis- 
tration of the country, the  policy has acquired a 
pragmatic  character.    It   aimed  at   establishing  all 
facilities for the processing of locally available raw 
materials such as cotton, jute, leather, sugar, cement 
and paper.    Under this policy, the Central Govern- 
ment assumed direct responsibility for the development 
of twenty-seven industrie« but the provincial govern- 
ments were closely associated in the task of preparing 
development  plans.   Private enterprise was  allowed 
free play and assured all possible assistance in estab- 
lishing all types of industries with the exception of 
arms and ammunition, hydro-electric power generation 
and the manufacture of telephone and telegraph equip- 
ment.    The   main   features   of   the   1948   policy 
announcement were: 

1) Rapid industrialization of the country so as 
to balance its predominantly agricultural 
economy. 

2) Early development of such heavy industries 
as are essential to the security of the State 
or to the speedy achievement of a strong and 
balanced economy. 

3) Emphasis on reconstruction and develop- 
ment of agriculture and of industries depen- 
dent upon or connected with agriculture. 

4) Exploitation of •he country's mineral and oil 
resources and harnessing of power resources. 

5) Encouragement of private enterprise. 
6) Promotion of foreign investment in industry, 

by extending guarantees for repatriation of 
capital and remittance of profits, and so on. 

7) Minimum control over privately owned in- 
dustry, except by fixing targets and locations, 
allocating materials in short supply, 
regulating labour, and so on. 

8) Assistance to industries in the procurement 
of capital goods, machinery, raw materials, 
technical help, scientific research, land, 
water, power, and so on. 

9) Financial assistance by increasing the 
sources of credit. 

10)    Tax concessions and the like. 
This statement of industrial policy was supple- 

mented by further statements in November 1948, 
November 1954, and February 1959. 

In the supplementary statement issued in Novem- 
ber 1954, the Government detailed its policy of 
encouraging foreign investment. The policy statement 
described the facilities provided for repatriation of 
capital and also guaranteed just and equitable compen- 
sation in the event of nationalization. Tax incentives 
were also mentioned. 

By 1959, substantial industrial development had 
taken place in the country and the Government, taking 
stock of the problems connected with the operation of 
existing industries and keeping in view the desirability 
of further expansion, decided to make a fresh 
announcement of policy. 

The salient features of this policy were: 
1) Primary emphasis on the development of 

industries based upon or connected with 
agriculture and raw materials available in the 
country. 

2) Development of small and medium-sized 
cottage industries, in order to mobilize 
capital and employ skilled labour. 

3) Establishment of more sophisticated and 
heavy industries considered essential for the 
achievement of a strong and balanced 
economy, taking account of available 
resources and without allowing industrializa- 
tion to become a privilege of the few. 

Ill 
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The broad aims of the policy w,*re to expand pro- 
duction, give maximum scope to private enterprise, 
establish industries to earn and save foreign exchange, 
create healthy competition, provide tariff protection 
where necessary, evolve industrial specialties and under- 
take scientific and industrial research, and give special 
attention to uniform economic development of the 
country and the setting up of industries in less 
developed areas. 

In this statement, the Government reserved for 
State ownership the following industries and under- 
takings: 

1) Manufacture  of arms  and  ammunition  of 
war. 

2) Production of atomic energy. 
3) Railway», air transport, telecommunication, 

and the like. 
The statement also assigned responsibility for in- 

dustrial development to the two provincial governments 
(of East and West Pakistan), except in the follow- 
ing cases: 

1) Industries located in  the Federal Area of 
Karachi. 

2) Industrial   undertakings   owned   wholly   or 
partially by the Central Government. 

3 )   Mining of all minerals, including oil and gas. 
4) Marine fisheries. 
The Government's favourable  attitude  towards 

foreign investment was reiterated and industrial sectors 
designated in which foreign investment would be parti- 
cularly welcome. Measures for the promotion of 
foreign investment were also outlined. 

As a result of constitutional changes, the Govern- 
ment made another statement of industrial policy in 
1963. This policy had the effect of rapidly expanding 
the production of consumer, export and producer 
goods, improving industrial efficiency and the quality 
of local products and accelerating the development of 
less developed regions of the country. Greater reliance 
is placed on private enterprise as usual to achieve these 
objectives. The climate for investment, in the public 
and private sectors, is improving fast and the tempo of 
industrialization is increasing with the help of financing 
agencies such as the Pakistan Industrial Credit and In- 
vestment Corporation and the Industrial Development 
Bank of Pakistan. The Department of Investment Pro- 
motion and Supplies under the Ministry of Industries 
and Natural Resources is playing a vital role in accord- 
ing approval to various schemes in the private sector 
and the two provincial Industrial Development Corpora- 
tions are filling the gap left by the private sector in 
industrial investment. Apart from the concessions and 
facilities provided to encourage industry, expansion is 
being progressively achieved through various measures 
including import liberalization. The Government is 
fully aware of the need to balance and modernize the 
existing plants and to realize the economies of scale. 

The impact of government policy on industriali- 
zation has been very favourable.    It has been possible 
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to maintain the level of industrial development at an 
accelerated pace and to diversify the pattern of the 
country's economy. The present stage now calls for 
policies that will ensure the continuation of the present 
industrial development and also help in achieving the 
national objective of economic and social welfare of 
the people in the shortest possible period. 

2.    Economic development plans 
(a) Background 

The policy announcements led to the drawing up 
and implementation of economic development plans in 
which industrial development had a major share. 
Industrial programming was based on the physical 
targets set in the economic development plans. 

In 1948, a Development Board and a Planning 
Advisory Board were set up. Owing to the paucity of 
resources, the achievements of the planning authorities 
were limited and the cost of all development schemes 
sanctioned by the Development Board up to the 28 
February 1950 did not exceed 1,122,949 milîion 
rupees. Of this sum, 319,750 million rupees repre- 
sented schemes implemented by the Central Govern- 
ment, 246,715 million rupees for schemes implemented 
by the Government of East Pakistan and the remainder 
(556,484 million rupees) for schemes implemented by 
the Government of West Pakistan. 

Major emphasis was on the development of 
agriculture, irrigation, power and communications. 

Well co-ordinated planning began in 1951. There 
were considerable shor comings in the plans because 
the country still lacked adequate human and material 
resources. By that time, the Colombo Plan had been 
set up and its Consultative Committee was entrusted 
with the task of surveying the needs of the area and 
assessing the resources available and required, so that 
an international co-operative effort could be promoted 
to assist the countries of the area, to raise the living 
levels of their peoples. 
(b) Six-year development plan, 1951-1957 

Within   the  framework  of  the   Colombo  Plan, 
Pakistan launched a six-year development plan, 1951- 
1957. Its estimated cost of 2,600 million rupees was 
to be distributed as shows below: 

Agriculture         Rs. 120 million 
Transport and communications    Rs. 530 million 
Fuel and power        Rs. 470 million 
Industry and mining      Rs. 490 million 
Social capital      Rs. 290 million 
Sore of the important targets of the sù-ycar plan 

were: 
1 )    In rease of 30 per cent in national income; 
2 )    Increase of 256,000 kW in motive power; 
3) Rehabilitation of railways; 
4) Development of ChitUgong port; 
5) Geological survey; 
6) Development of telecommunication services; 
7) Increase in industrial production: 
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a) Textiles — up to 1,350 million yards; 
b) Jute goods up to ! 30,000 tons per year; 
c) Paper up to 30, (MM) tons per year. 

The six-year plan did not run its full course as 
it was substituted in 1955 by the first five-year plan 
(1955-1960). However, in the four years in which it 
was implemented, investment of over Rs. 2,090 million 
was made by the Central Government and the two pro- 
vineial governments. 

The six-year plan was substantially an "outline" 
plan; it only made sectional provisions for the main 
aspects of national development. The approach was 
largely on a project basis, that is to say, individual 
schemes were considered without their being integrated 
into a comprehensive plan. It was, therefore, felt that 
for balanced, integrated and co-ordinated planning, a 
special organization was necessary, which would be 
tree from the day-to-day work of administration and 
would be exclusively assigned to the task of planning. 
Accordingly in 1953, the Government set up a Plan- 
ning Board later re-designated the Planning Commis- 
sion, which marked the beginning of the second phase 
of economic planning and which lasted until 1958. 

The scope of government planning was explained 
by the Minister for Industries in 1952 as follows: 

"The basic concept of the (Government's) policy 
is that it is primarily the role of private enterprise 
to undertake industrial ventures and that it is the 
duty of the Government to enable private enter- 
prise   to  perform   this   role    ....   while  giving 
private  enterprise  free  play   in certain  spheres, 
the Government must, in certain other matters, 
assist, guide and control it   ....  in accordance 
with   a   co-ordinated   and   comprehensive   plan, 
not   confined   to   each   particular   industry   but 
covering  industrial development in general and, 
in  fact,   forming  part  of  an  over-all  plan  for 
the economic development of the country." 
Industrial development in Pakistan was rapid just 

before the first five-year plan but it was rather dis- 
organized   and   haphazard,   since   private   investment 
selected only those industries which assured the highest 
profits, the least organizational effort and minimum in- 
vestment.   No account was taken of future needs. All 
this pointed to the urgency of drawing up co-ordinated 
plans. 

The Planning Commission prepared the first co- 
ordinated, balanced and scientifically integrated five- 
year plan, which was launched in April 1935 and con- 
tinued up to June 1960, three months in excess of its 
scheduled period owing to the conversion of the fiscal 
year in 1959, from April-March to July-June, 

(c)    First five-year plan, 1955-1960 
The main objectives of the first five-year plan 

were: 

1 )    to raise the national income and living stan- 
dards of the people; 

2) to improve the balance of payments position 
by increasing exports and substituting 
imports; 

3) to increase employment opportunities; 
4) to develop progressively the soeial services 

such as health, housing, education and social 
welfare; 

5 ) to increase the raie of economic develop- 
ment, particularly in Last Pakistan. 

The total capital investment envisaged in the first 
five-year plan was 10,800 million rupees, made up of 
3,300 million rupees (33 per cent) in the private 
sector and 7,500 million rupees (67 per cent) in 
the public sector. The privale sector was given sub- 
stantial recognition for the first time. As usual, 
largest consideration was given to agriculture; alto- 
gether, the infrastructure components, including water 
and power resources, were allocated 44.4 per cent of 
the total investment. 

The plan envisaged investment of about 3,000 
million rupees in large-scale industries, of which 
2,700 million rupees was to be for new capacity and 
300 million rupees for modernization. Of these 
amounts, the private investment was expected to be 
1,600 million rupees and public investment 1,400 
million rupees, mostly through the Industrial Develop- 
ment Corporations. The foreign exchange component 
was estimated at 1,900 million rupees. A sum of 
86.5 million rupees was also provided for public 
investment in small-scale industries. 

The major physical targets of the plan were: 
1) Agriculture  (increase  in output): 

Rice 
8  per cent  to  9  million  tons. 

Wheat 
12 per cent to  3.84 million tons 

Other cereals 
10 per cent to   1.23 million tons 

Raw jute 
15  per cent  to  6.4  million  tons 

Raw cotton 
21 per cent to 2 million bales 

2) Power, output to increase to 854,000 kW. 
3) Industry  (capacity  increase  targets): 

Textiles 
38  per cent  to  2.20  million  spindles 

J irte goods 
71  per cent to   12,000 looms 

Veg. oils 
3 per cent to 227,500 tons 

Engineering 
35 per cent to 176 million rupees 

Sugar 
104 per cent  to 235,000 tons 

Cement 
91 per cent to 1.28 million tons 

Cigarettes 
120 per cent to 10,000 million cig.uettes 
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Although the first tive-year plan was highly 
integrated, it still fell short of over-all targets mainly 
because actual investment did not amount to more 
than 90 per cent of the planned amount. What 
emerged most satisfactorily was the performance of 
the private sector, which was largely responsible for 
the annual industrial growth rate of 12 per cent 
achieved in the   1955-1960 period. 

The progress of industrialization since partition 
has been spectacular. The index of industrial pro- 
duction covering seventeen major industries rose from 
100 in 1950 to 336.6 in 1955 and 543 in 1960. The 
increase in fixed assets in the private sector according 
to the Census of Manufacturing Industries is shown in 
table 1. 

TABLE   1.    FIXID Asstrs IN  INDISIMIS,   19551960 
(million  Rs.) 

Diferente 
Region /'<" /''<" »«M l'A« W ''«•" 

Ea¡TPakistan   . 302.47 398.80 532.72     522.47 219.99 
West Pakistan . 473.08 705.70 904.24    951.63 478.54 
Karachi       .... 304.96 424.53 471.40    489.76 184.79 

Total       .. 1,080.52 1 529.04 1,908.37 1.963.86 883.33 

The difference of 883.33 million rupees between 
fixed assets in industries in 1955 and 1960 does not 
indicate the actual investment, due to the deduction 
of annual depreciation from the amount of invest- 
ment. 

Foreign investment in the manufacturing indus- 
tries was of the order of 305.04 million rupees on the 
31  December  1959, from the following countries: 

Country Amount (million Rs. ) 
United   Kingdom     72.93 
India       209.46 
United  States       11.28 
Rest      11.37 

Total       305.04 
It   was   anticipated   that,   by   implementing   the 

industrial development programme in the plan, em- 
ployment in large-scale industries would increase by 
about 235,000 persons, 
(d)    Second five-year plan, 1960 1965 

Based on the experience of the first plan, the 
second five-year plan (1960-1965) got off to a 
more auspicious start. Total outlay originally es- 
timated at 19,000 million rupees was raised to 23,000 
million rupees when the plan was finalized Invest- 
ments in the public sector were estimated at 12,400 
million rupees and in the private sector at 6,800 
million rupees. The balance of 3,800 million rupees 
was to be used in the semi-public sector. 

The following development targets were set in 
the plan: 

1) Increase in national income — 24 per cent. 
2) Increase   in   per   capita   income—12   per 

cent 
3) Increase in food production — 21 per cent 

4) Increase  in  industrial   production—60  per 
cent 

5) Increase in foreign exchange earnings— 15 
per cent 

The plan also envisaged the creation of three 
million employment opportunities. 

The implementation of the second live-year plan 
was most satisfactory; it achieved dramatic success and 
all the key economic indicators showed unmistakable 
progress. The growth rate in the live-year period 
was 5 per cent, and the increase in per capita income 
was 32 rupees- compared with only 3 rupees- in the 
previous ten years. The industrial growth rate levelled 
off at 13 per cent. The agricultural growth rate 
showed an unmistakable upward trend starting at 
about one per cent in 1950 and rising to 3.1 per 
cvnt by 1965. 

Most remarkable results were obtained in invest- 
ment. Gross investment was four times as high in 
the later years of the second five-year plan (1964- 
1965) as it was in 1949-1950 in terms of constant 
prices. In 1964-1965 alone, investment amounted 
to 16 per cent of GNP. The second plan has been 
more than successful in fulfilling its major objectives. 
The actual increase in national income over the plan 
period is over 29 per cent compared with the target 
of 24 per cent. Total outlay on the plan is now 
estimated at over 25,500 million rupees against the 
plan target of 23,000 million rupees. Exports are 
similarly placed at 2,000 million rupees above the 
plan target. 

The index of industrial production rose to 156.5 
(1959/60=100) by December 1963. On the basis 
of this calculation, it is expected that the plan target 
of a 60 per cent increase in industrial production will 
be achieved. 

The private sector has been largely responsible 
for this impressive increase in production, justifying 
the greater reliance placed on it by the Government. 
In fad, the Government laid open the entire indus 
trial field to the private sector (with the excep- 
tion of manufacture of arms and ammunition and 
atomic energy). The public sector was entrusted 
with only such industries as were considered to 
be essential for the national economy and where 
private investment was not readily forthcoming. 
Even so, the role of the public sector has been 
that of a catalyst, stimulating and initiating 
growth in new fields and ventures and withdrawing 
in favour of private enterprise whenever the latter 
was prepared to take over the responsibilities. 

The buoyancy of the private sector is reflected 
in the utilization of the Industrial Investment Schedules 
brought out by the Government for the guidance of 
private investors. The first Schedule announced in 
1960 provided for a total investment of 2,840 million 
rupees. Within three years, it was over-fulfilled by 
40 per cent. This necessitated a Revised Schedule 
which was announced in February  1963.    By June 
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1964 this was also about 50 per cent utilized.   Private 
investment har. grown  steadily at the  rate of 7  per 
cent annually during the plan period, 

(c)    Third five-year plan, 1965-1970 
The third five-year plan (1965-1970) is in 

the final stages of preparation. The objectives of 
the third plan are, briefly: 

I ) to increase national income by 30 per 
cent; 

2) to provide nearly 5 million new job op- 
portunities; 

3) to increase foreign exchange earnings to 
Rs. 4.8(H) million; 

4) to shift to producer goods industries, in 
order to reduce the country's dependence 
on foreign assistance; 

5) to increase social welfare projects and the 
like substantially; 

6) to develop additional capacity for export, 
where the country has natural or acquired 
advantages. 

The third live-year plan is designd to take the 
country towards self-sustained economic growth. The 
plan envisages over-all investment at double the rate 
of investment achieved during the second plan. The 
plan allocates 12,880 million rupees or 24 per cent of 
the plan outlay to the industrial sector, of which 
8,300 million rupees is to be in the private sector. The 
pioposcd investment is intended to achieve the follow- 
ing broad objectives: 

1) increase the share of the manufacturing 
sector in national income from an estimated 
13 per cent at the end of the second plan 
to 14.5 per cent at the end of the third plan; 

2» to effect a drastic curtailment in imports 
of manufactures, thus reducing the country's 
dependence on foreign aid; 

3) to augment the country's foreign exchange 
earnings after meeting the essential require- 
ments of a growing population; 

4) to provide a larger number of employment 
opportunities outside agriculture; 

5) to increase the productivity and efficiency 
of industries. 

The major aim of the industrial programmes in 
the third five-year plan is to shift the emphasis from the 
consumer goods industry to the basic capital and 
producer goods industries and to reduce the country's 
dependence on foreign assistance for the import of 
capital goods. The industries envisaged include 
steel, heavy machinery including agricultural and 
electrical machinery, transport equipment and heavy 
chemicals. Another important objective is to develop 
additional capacity for export in all those fields where 
the country has natural or acquired advantages, instead 
of confining the effort to import substitution; fertilizers, 
petrochemicals, pumps, cement, sugar, paper and 
newsprint, leather goods and processed fruits will be 
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specially encouraged, as well as the traditional cotton 
and jute textiles. 

( f )     Criteria and priorities 
As stated earlier, industrial programming has 

been based on the physic il targets set in the live- 
year (and other) plans. Physical targets had to be- 
set within the framework of national economic objec- 
tives and in so doing the consideration of certain 
criteria and priorities was inevitable. Industrial de- 
velopment has been based on giving priority to the 
following types of industry: 

1 )    industries expected to make the largest net 
contribution to national income per unit of 
investment; 

2 )    industries expected to bring in large foreign 
exchange earning per unit of investment; 

3) industries using indigenous raw materials; 
4) producer goods industries; 
5) essential  consumer goods industries. 

The criteria used in determining industrial pro- 
grammes have been: 

1) better  utilization of existing  capacity; 
2) balancing of installed equipment; 
3) modernization of existing units; 
4) expansion of existing units where feasible; 
5) new units. 

In all industrial development programmes, the 
importance of economically viable, modern small- 
scale industries has always been kept in view, and 
new small- and medium-sized units have been en- 
couraged. It has, however, at the same time been 
recognized that resources cannot be wasted by pro- 
moting at all costs an industrial pattern dominated 
by small enterprises. Essentially, where modern tech- 
nology and large-scale operations were not indicated 
by over-riding technical and economic considerations, 
the choice has been in favour of small- and medium- 
sized units. 

b.   Machinery for  planning, implementation ana 
evaluation 

1.    Development Board and Planning Advisory 
Board (¡948) 

The Government set up a Development Board 
and a Planning Advisory Board in 1948. The func- 
tions of the Development Board were: 

I ) to co-ordinate development plans, both 
central and provincial, so that available 
resources were put to the best possible use; 

2) to make recommendations regarding priori- 
ties among development plans; 

3) to prepare, under orders of the Economic 
Committee of the Cabinet, memoranda on 
matters of general policy affecting develop- 
ment as a whole or any special aspects of 

it; 
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4)    lo  act   as   a   clearing-house  of   ideas  and 
informa!ion relating to development and to 
bring  to the  notice of the ministries ideas 
or  schemes  which might  aid development; 

5 )    to keep a watch on the progress of develop- 
ment schemes in order to remove bottlenecks 
and difficulties  hampering uniform  progress 
in all sectors and to report on the progress 
of development  schemes  to the  Cabinet. 

The   Planning  Advisory   Hoard  was   constituted 
with the Minister for I mance and Kconomic Affairs as 
Chairman and the Secretaries of Finance.  Industries, 
Commerce, Health and Works, Food and Agriculture, 
and Communications as members.    The functions of 
the Planning Advisory Hoard were as follows: 

I ) to advise the Government on matters relating 
to planning and development; 

2) to review the progress made in implementing 
the plans; 

3) to educate the public in regard to the neces- 
sity lor various development schemes under- 
taken, in order to secure their enthusiastic 
co-operation. 

Initial efforts at planning were not rewarding 
enough, mainly because of luck of human and material 
resources, and as time went on, it was felt necessary 
that the task of comprehensive and intensive planning 
should be entrusted to a special organization. 

2.    I'laiiniiix Hoard (1953) 

Accordingly, in  1953, the Government set up a 
Planning Board with the following functions: 

1) to review the development that had taken 
place since Independence; 

2) to assess the resources, material and human, 
which could be made available for develop- 
ment during the live years beginning April 
1954 (later changed to April 1955); 

3) to prepare a national plan of development 
based on fullest utilization of these resources 
for implementation in a period of five years 
beginning in April 1954 (later changed to 
April 1955), as a step towards the attain- 
ment of the economic and social objectives 
of government policy; 

4) to make proposals regarding the administra- 
tive machinery best suited to ensure the 
successful implementation of the plan; 

5) to make any other recommendation which, 
in the opinion of the Board, would contri- 
bute to the success of the plan. 

Considerable attention was devoted to the alloca- 
tion of responsibility for making and executing plans 
of implementation. It was felt that the co-ordinating 
and supervising organizations and staff bodies at best 
can stimulate and appraise but nothing can be 
accomplished unless the administrative agencies of the 
Government are able to perform the concrete tasks of 
programming and execution. 

So far as industrial development was concerned, 
the Government created ministerial and departmental 
agencies to initiate and implement programmes. 

3.     Planning Commission (1959) 

In June 1959, the Government reorganized the 
Planning Board and renamed it the Planning Commis- 
sion. It was given a new charter of authority and 
responsibility, and, to overcome certain disadvantages 
that arose in co-ordinating planning and implementa- 
tion, it was in 1961 finally entrusted with a number 
of planning and progressing functions. The planning 
functions are: 

I ) to prepare national plans at periodic intervals 
for the economic and social development of 
the country; 

2) to make assessments from time to time of 
the human and material resources of the 
country; 

3) to recommend such adjustments in the 
national plan as may be necessary in view 
of the changing economic situation; 

4) to stimulate and, where necessary, initiate 
the preparation of development programmes 
and projects with a view to deciding whether 
they conform to national objectives and, in 
general, whether they provide for the most 
efficient use of available resources; 

5) to co-ordinate the examination of develop- 
ment programmes and projects in consulta- 
tion with the appropriate authorities and to 
secure the approval of the Central Govern- 
ment for acceptable programmes and pro- 
jects; 

6) to prepare the annual development pro- 
gramme within the framework of the 
national plan and, on a determination of 
priorities, to propose the allocation of 
resources; 

7) to analyse and make recommendations on 
important economic policies and pro- 
grammes; 

8) to advise the Central Government and pro- 
vincial governments whenever so required, 
on economic policies and problems; 

9) to prepare data for the use of aid-giving 
countries, economic appraisement and 
evaluation; 

10) to undertake and promote economic research 
and to initiate surveys and investigations 
needed to support effective planning and 
development. 

The progressing functions of the Planning Com- 
mission are: 

1) to progress the implementation of approved 
development projects, particularly aided 
projects; 
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2) to devise, obtain, collate und distribute to all 
concerned reports on the progross of pro- 
jects, and to prepare periodic digests "Í 
these reports for the information of the 
Government; 

3) to measure performance against promise, 
especially by comparing actual with es- 
timated costs of projects; 

4) to identify the causes of delays and 
difficulties, if any. in the implementation of 
projects and to promote specific solutions; 

5) to advise on the nature of the machinery for 
securing the efficient execution of the na- 
tional plan. 

4. Salional Economic Council 

The plans etc. of the Planning Commission re- 
cluiré the approval of the National Economic Council, 
which is headed by the President of Pakistan and of 
which the Governors and the Ministers of the central 
and provincial development ministries are members. 
The Planning Commission serves as the secretariat of 
ihe Council.    The functions of the Council are: 

1) to review the over-all economic position of 
Pakistan; 

2) to formulate plans with respect to financial, 
commercial and economic policies and the 
economic development of Pakistan; 

3) to approve: 
(i)   the five-year plan. 

(ii)   the annual development programme. 
(iii) the provincial development schemes in the 

public sector costing more than Rs. 2 
million recurring or Rs. 5 million non- 
recurring, 

(iv) the central development schemes in the 
public sector costing more than Rs. 
500,000 recurring or Rs. 2.5 million non- 
recurring, 

(v)   all non-plan schemes, 
(vi)   schemes in the private sector; 

4) to ensure that dispai itics between the pro- 
vinces, and between different areas within a 
province, in relation to income per capita 
are removed and that the resources of 
Pakistan (including resources in foreign ex- 
change) are used and allocated in such 
manner as to remove those disparities in 
the shortest possible time; 

5) to appoint such committees or bodies of ex- 
perts as may be necessary to assist the Coun- 
cil in the performance of its functions; 

6) to submit every year to the National 
Assembly under Article 145 (8) of the Con- 
stitution a report on the results obtained and 
the progress made in the achievement of the 
object referred to in item 4 above.   A copy 

of the report must also be laid before each 
Provincial Assembly. 

The National Economic Council luis constituted 
an Executive Committee, with the Central Mirister for 
Finance as chairman and with the following function,: 

1) to sanction development schemes (in both the 
public and the private sector) pending their 
submission to the National Economic Coun- 
cil; 

2) to allow modélate changes in the plan and 
sectoral readjustments within the overall 
plan allocation; 

3) to supervise the implementation of the 
economic policies laid down by the Cabinet 
and the National Economic Council. 

The organization and functions of the Planning 
Commission have been substantially expanded, making 
the Commission responsible not only for the prepara- 
tion of plans but also for over-all progressing and 
evaluation of development and preparatory work on 
foreign aid. The placing of the Economic Affairs 
Division under the Deputy Chairman, Planning Com- 
mission, ensures closer collaboration between the two 
agencies in the vital field of foreign aid. Planning 
cells have been set up in many central government 
ministries to assist in the formulation of projects and 
programmes. Of particular note is the planning cc'l 
in the Ministry of Industries 

5. Planning cell in Ministry of 
Industries and Natural Resources 

In view of the importance of industrial planning 
and the importance enjoyed by this sector in relation 
to the general economic growth, balanced distribution 
of resources and so on, a planning cell was created in 
the Central Ministry of Industries and Natural 
Resources. 

The following functions have been entrusted to 
the cell: 

1) preparation, amendment and modification of 
Pakistan's five-year plan; 

2) preparation, amendment and modification of 
the Industrial Investment Schedule, and 
periodical review of its progress, 

3) preparation of the Central Annual Develop- 
ment Programme for the industrial sector, 
and scrutiny of all the development projects 
to be included in the development pro- 
gramme; 

4) processing of projects through the Develop- 
ment Working Party; 

5) preparation, co-ordination and presentation 
of all the projects being financed out of 
foreign credits, loans, aid and so on; 

6) preparation of loan applications for projects 
and commodities for development projects; 

7) checking and reporting on the progress made 
in implementing the five-year plan, the In- 
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vestment Schedule, and the Annual Develop- 
ment Programme, including all projects 
sanctioned in the private and public sectors. 

8) consideration of the economic feasibility of 
development schemes in the light of the live- 
year plan; 

9) co-ordination of all phases of work pertaining 
to loans. PL-480 and Commodity Aid; 

10)    examination, maintenance and correlation ot 
all statistics. 

During the live years of its existence, some addi- 
tional work has been entrusted to the cell, for example: 

1) preparation of material on industrial policy: 
2) work relating to the National Income Com- 

mission, and the Statistical Council; 
3) work relating to joint ventures and Pakistan's 

investment abroad. 

6. Provincial planning departments 

In the provinces also, the position has perceptibly 
improved. Both the provincial governments have 
planning and development departments, responsible for 
stimulating and co-ordinating the development pro- 
grammes and schemes of the provincial departments, 
preparing provincial programmes for inclusion in 
periodic plans and annual Hewiopment programmes, 
and evaluating the progress of provincial schemes. 
The planning and development departments have been 
strengthened and placed under additional chief secre- 
taries. In East Pakistan, a planning board has been 
set up to advise on the formulation of provincial plans 
and programmes. Bureaus of statistics have been 
established in both provinces as integral parts of the 
planning and development departments. 

7.    Central and provincial organizations 

A number of central and provincial organizations 
have been set up, most of them autonomous bodies, 
and have been entrusted with the responsibility for in- 
dustrial development in the special fields assigned to 
them. 

The more important organizations directly assist- 
ing industrial development are described in the 
following paragraphs. 

(a) Department of Investment Promotion and 
Supplies (Central) 

Set up in April 1959 as the Investment Promotion 
Bureau, this organization was merged with the former 
Directorate General of Supply and Development in 
1963. The resulting organization was named Depart- 
ment of Investment Promotion and Supplies, of which 
the Investment Promotion and Development sides 
were joined together to form a tulfledged wing. The 
main function of this wing is to attract foreign invest- 
ment and to examine proposals for investment. 

It sanctions proposals for the establishment of 
new industries involving foreign investment, provides 
guidance to industrialists and serves as a clearing 
house for the  problems of foreign  investors in pro- 

curing land, building materials, water, power, railway 
sidings, and so forth. The main tasks entrusted to 
the Department are: 

i )   to   promote   wider   knowledge   and   under- 
standing in the capital exporting countries of 
the  world of conditions, policies  and  pro- 
cedures pertaining to investment in Pakistan; 

ii )   to   advise   and   assist   foreign   business   on 
matters pertaining to investment in Pakistan; 

iii)   to advise and assist Pakistani industrialists on 
matters necessary to attract foreign private 
capital and/or techniques; 

iv)   to review and study all investment proposals 
and enquiries made by foreign investors; 

v )   to   investigate    the   nature   of   hindrances 
regarding the adequate flow of foreign capital 
into  Pakistan's  industrial sector and chan- 
nelling of domestic capital towards desirable 
industrial investment and to formulate poli- 
cies for overcoming these hindrances; 

vi )   to actively help the foreign and local inves- 
tors in matters relating to acquiring of land, 
water, power and import licences. 

To  discharge   its   responsibilities effectively,   the 
Investment   Promotion   Department   maintains   close 
liaison  with  the   various  governmental,  semi-govern- 
mental,    and    non-governmental   organizations    con- 
nected with various aspects of industrial development. 
The   Department   ;ilso   remains   in  close   touch   with 
Pakistan's embassies overseas, keeps them advised of 
the   country's   development   programmes   in   the   in- 
dustrial sector and seek their assistance in exploring 
avenues for attracting  foreign investment. 

To discharge these functions effectively, the 
Department maintains active liaison with branch 
offices and counterparts set up in the headquarters of 
the two provincial governments at Dacca and Lahore. 

High-powered Industrial Facilities Boards were 
set up in 1961 in Karachi and in the provinces to 
assist industrialists in the establishment of factories. 

The main vehicle through which the Department 
promotes private investment is the Industrial Invest- 
ment Schedule. The first Schedule was issued in I960 
and it was revised in 1963. 

Since its creation up to June 1965, the Department 
of Investment Promotion and Supplies has accorded 
sanctions for the setting up of industrial undertakings 
in different parts of the country. These sanctions in- 
volve a total investment of 1934.5 million rupees with 
1172.9 million rupees as foreign equity capital. Foreign 
investment has come to the country from as many as 
thirty countries of the world; the main participants 
being the United Kingdom, United States of America, 
Germany and Japan. The year-wise break-up of the 
foreign investment which has actually flowed in Pakis- 
tan during 1957-64 as follows: 

{mill tun rupft si 
10,7 ''«* I'W I'lW mi I%1 /'M) /9M 

K9.7      67.5      86.4      76 6      90.6      70.6     76.7      134.2 
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The joint-ventures set up in Pakistan during the last 
seven years cover the whole range of industry from 
textiles to drugs and pharmaceuticals, electrical and 
engineering equipment, jute manufacturers, light and 
engineering equipment, jute manufacturers, light and 
heavy chemicals, motor-vehicles, vegetable ghee, food, 
paper, bicycles, petroleum, oil refining and forest pro- 
ducts. Though it is not possible to assess the contri- 
bution of each joint venture towards the industrial 
growth of the country it can be stated that these fruit- 
ful partnerships have yielded striking results in quic- 
kening the pace of industrialization in Pakistan. 
These ventures have not only contributed to a great 
increase in the volume and value of the country's 
production but have led to an increase in its exports 
;md have created large employment avenues for its 
population. A happy corollary to the situation has 
been that though the regulations do not impose any 
restrictions on repatriation, foreign investors have 
generally found it to their advantage to retain invest- 
ment in the country undisturbed and to plough back 
a substantial proportion of their profits into their en- 
terprises. 

(b) West    Pakistan    Industrial    Development 
Corporation 

The Pakistan Industrial Development Corporation 
(PIDC) was set up as a national organiaztion in 1952. 
It was entrusted with the task of promoting and de- 
veloping industries in fields where private capital was 
vhy. Its charter included fourteen industries, later 
raised to sixteen, comprising jute, paper, board and 
newsprint, heavy engineering including iron and steel, 
shipbuilding, heavy chemicals, fertilizers, sugar, 
cement, textiles, pharmaceuticals, coal, marine 
fisheries, refractory and clay products, forest products 
industries and small industries. 

The latter two are later additions to the charter. 
The PIDC was divided into the West and East Pakistan 
Industrial Development Corporations in 1962. 

(c) Eist Pakistan Industrial Development Cor- 
poration 

When the PIDC was divided in 1962, the East 
Pakistan organization inherited industries having an 
aggregate investment of 556.1 million rupees. Its 
charter is identical to that of the West PIDC. 

The two provincial industrial development cor- 
porations plan, promote and organize joint ventures 
with the private sector, and subsequently transfer 
subscribed shares at the opportune moment to the 
private sector. Industries initially set up exclusively 
by the two PIDC's are also sold to the private sector 
at the opportune moment. 

8.    Other organizations directly connected with 
industrial development 

(a)    Pakistan Council of Scientific and Indus- 
trial Research 

This council was established in April 1953. It 
controls   the   National    Laboratories    (Central,    at 

Karachi; West Regional, at Lahore; North Regional, at 
Peshawar and East Regional, at Dacca). Its research 
activities cover a wide range of scientific and industrial 
subjects in the pure and applied fields, followed by 
pilot plant studies, the industrial exploitation of new 
discoveries, the improvement of manufacturing pro- 
cesses and so on. 

It is also in charge of PANSDOC, a scientific 
documentation centre. 

(b) Pakistan   Industrial   Technical   Assistance 
Centre 

Set up in 1957, this centre was expanded and 
converted into an autonomous body in 1962. Its 
main functions are: 

1) industrial training — upgrading of skills of 
industrial workers; 

2) advice and consultation on overcoming 
technical and managerial day-to-day pro- 
blems in industrial establishments; 

3) assistance in the production of newly 
designed and sophisticated equipment, tools 
and parts; 

4) dissemination of technical information, 
publications, and the like; 

5) productivity drive through seminars, group 
discussions, documentation, audio-visual 
work, and so on. 

(c) Pakistan Standards Institute 
Established in 1951, this institute has undertaken 

pioneering work for the fixation of industrial standards. 
Over 350 standard specifications for various industrial 
products have been laid down. 

In 1961, the Government promulgated the 
Certification Marks Ordinance, empowering the PSI to 
issue licences to manufacturers who are in a position 
to manufacture goods according to PSI specifications. 

(d) Central Testing Laboratories 
Since their inception in 1951, these laboratories 

at Karachi, Dacca and Lahore have played an impor- 
tant role in advancing indigenous industries by testing 
and inspecting industrial raw materials, finished pro- 
ducts and particularly exportable products. 

(e) Swedish-Pakistani Institute of Technology 
Established in 1955/56 in Landhi, this institute 

provides training facilities in wood-working, ready-to- 
wear garments, electric and gas welding, mechanical 
maintenance and so on. 

Another institute on similar lines started working 
in Kaptai, East Pakistan, in January 1964. 

(f) Patent Office 
Up to February 1964, the Patent Office granted 

more than 6000 patents for new inventions. New 
designs number more than 2040. 

(g) Investment Advisory Centre 
Set up in 1963, this centre provides the informa- 

tion required to attract foreign capital, to encourage 
optimum effectiveness in the use of local capital and to 
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ensure the sound programmiti!.' of long-range develop- 
ment programmes. 

(h)    National Investment  Trust 
The National Investment Trust was established in 

1962 with the objective of channelling savings and 
giving people a stake in the industrialization of the 
country, along with a share in industrial profits. 

( i )    ( redit agencies 

The Pakistan Industrial Credit and Investment 
Corporation (PICIO and the Industrial Development 
Bank of Pakistan (II)BP) assist the private sector :n 
the industrial development of the country. Details of 
these institutions arc given in chapter VI. 

II.     INDUSTRIAL   POTENTIAL 

o.    Industrio!  feasibility surveys 

1.    introduction 
In the early stages of Pakistan's development, the 

main consideration was the speedy establishment rf 
industries; however, the feasibility aspect, as a pre- 
requisite for investment decision, was always kept ¡n 
view. Industrial surveys for various purposes (such ás 
determining raw material requirements) were con- 
ducted from time to time and in these surveys the 
feasibility aspect was also generally included. In any 
case, feasibility studies have formed part of the surveys 
conducted in regard to industrial development as a 
whole. It is a common procedure everywhere to 
permit the erection of a factory only when it has been 
demonstrated from all known angles that it will be a 
productive enterprise. 

The Planning Commission evolved certain 
criteria for the implementation of projects, and priority 
was given to the establishment of industries which 
were expected to make the largest net contribution to 
national income per unit of investment. In these 
terms, a feasibility study of all major industrial enter- 
prises is implied. 

Basically speaking, feasibility studies are under- 
taken by interests immediately concerned with a 
project. For its part, the Government has set up or 
assisted in the setting up of institutions capable of 
carrying out surveys and feasibility studies for prospec- 
tive investors. So far as public-sector investments arc 
concerned, technical appraisal of projects has in- 
variably been made and their economic viability 
investigated, and the Government has permitted the 
establishment of industrial units only when satisfied 
that those entrusted with their operation (for example, 
W'PIDC EPIDC) have arrived at conclusions guaran- 
teeing their productive progress and profitability. The 
Government has nevertheless taken upon itself the 
conduct of feasibility studies through local and 
foreign consultants in specific fields, wherever 
warranted by economic considerations. A notable 
example is the Karachi Steel Mill, the establishment of 
which is still being negotiated. 

The two provincial governments have also 
conducted feasibility surveys by province and sector. 
The Government of Hast Pakistan, for example, 
engaged foreign consultants to conduct a feasibility 
survey of the province as a whole and the consultants' 
report is taken into consideration in formulating 
periodical industrial investment schedules. 

Surveys on specific industries arc also periodically 
conducted and commissions are appointed occasionally 
to assess the feasibility of further development in 
specific sectors. 

In the field of minerals and other natural 
resources, because of their huge initial exploitation 
costs and also because natural resources accrue ab 
initio to the Slate, the Government has actively 
participated in investigations, surveys and feasibility 
studies Notable examples are the investigations and 
studies being carried out on oil, natural gas, iron ore, 
coal and peat deposits. The two provincial govern- 
ments also conduct similar investigations and studies 
within their jurisdiction in regard to minerals and 
forest products. 

2.    Pakistan Industrial Credit and investment 
Corporation 

Generally speaking, the organizations more in- 
timately concerned with feasibility studies are the 
credit institutions. The foremost of these is the 
Pakistan Industrial Credit and Investment Corporation 
(P1CIC). Industrial feasibility studies arc an integral 
part ol PICIC's operations as a development bank. 
P1CIC attaches considerable importance to these 
studies in view of the need for sound development, the 
urgent need to save and cam foreign exchange, and 
the desirability of using domestic resources econo- 
mically. Until now, the PIC1C has been instrumental 
in the preparation of feasibility studies for a large 
number of industries, namely cement, paper, sugar 
by-product, newsprint, particle board from jute stalks, 
hardboard from cotton stalks, gypsum board, refrac- 
tories, outboard engines, urea formaldehyde, sulphur 
from gypsum, synthetic rubber, staple fibre and china 
clay. 

Foreign consultants arc usually engaged for this 
purpose, though efforts are being made to develop 
local consultants. On a number of occasions in the 
past, PICIC has received valuable technical assistance 
from the World Bank, the Japan Consulting Institute, 
United States AID and the United Kingdom under 
the Colombo Plan. The scope of studies is quite 
comprehensive and every endeavour is made to define 
the terms of reference fully so as to obtain definite 
conclusions with regard to the financial, economic and 
technical soundness of the project studied. 

Besides the above mentioned studies, two surveys 
of an agricultural character were recently sponsored 
by PICIC. They were (i) an exploratory survey to 
determine   the climatic  suitability  of extending and 
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popularizing sugar beet cultivation in the northern and 
sub-northern areas of West Pakistan; (ii) a survey on 
the introduction of cultivation of "Jantar," a variety ol 
wild grass, on a commercial scale in West Pakistan, 
to supplement the supply of pulp-making raw materials 
lor the growing needs of the paper and board 
industries. 

Feasibility surveys sponsored by IMCIC have 
been fruitful in developing new avenues of investment 
in the country. Projects have materialized in the 
coment, paper, newsprint, particle board, urea 
formaldehyde and gypsum board industries and are 
in an advanced planning stage for the remainder of 
the industries surveyed. 

3.    Industrial Development   Bank of Pakistan 

In the Industrial Development Bank of Pakistan, 
the Department of Industries Promotion and Research 
is responsible for the engineering and market appraisal 
of loan applications. The professional staff also 
includes foreign advisers. 
The task of these advisors is to improve the quality 
of appraisals, particularly regarding their engineering, 
financial and marketing aspects. 

The processing of loans applications starts at the 
regional office of the IDBP and it is the duty of the 
regional office to appraise the project in some detail, 
including on-the-spot examinations, screening of plans 
and estimates and evaluation of the marketing, 
technical and profitability aspects of the projects. 

4.    Industrial Development  Corporations 

The two main provincial industrial development 
corporations also carry out investigations and conduct 
feasibility and other surveys in regard to the industries 
whose development is specifically assigned to them. 
Technical appraisal and economic viability assessment 
of the projects are generally carried out by foreign con- 
sultants or institutions, who undertake feasibility 
studies regarding soundness of projects, process of 
production, cost and marketing analysis etc. The 
feasibility reports are further progressed in the research 
cells. 

(a) West Pakistan Industrial Development 
Corporation 

The ease of the WPIDC is an excellent example. 
Apart from the sixteen industries specifically entrusted 
to it under the charter, the WPIDC has been given 
the responsibility for creating heavy industry projects, 
consisting of a machine tools factory, a heavy 
machinery complex and a heavy electrical complex. 
In endeavouring to discharge this responsibility, the 
WPIDC engaged foreign consultants to conduct 
feasibility surveys regarding the whole complex. The 
feasibility report prepared by the consultants confirms 
the economic justification of the projects. The 
machine tools factory has since been approved. The 
heavy machinery complex would manufacture locomo- 
ti'cs   (frames,   bogies   and   chassis),   road-building 

equipment, machinery for sugar and cement factories, 
equipment for fertilizer factories, refineries and petro- 
chemical plants, boilers and heat exchangers etc. In 
regard to the heavy electrical complex, the WPIDC 
appointed three independent consultants from the 
United Kingdom, West Germany and Japan for 
feasibility studies on this complex. The reports have 
just been received and arc under study. This complex 
would involve the production of high and low tension 
motors, generators and transformers, rectifiers, capaci- 
tors, frequency converters, high and low tension switch 
gears and electrical equipment and machinery for 
special duties. 

(b)    East Pakistan Industrial Development Cor- 
poration 

A planning cell has been set up by the EP1DC to 
deal with all aspects of planning, from the formulation 
to implementation. Feasibility studies arc undertaken 
for all projects. For example, thirty new projects 
which the EP1DC intends to take up during the third 
plan period (1965-1970) arc being studied from the 
feasibility point of view. In addition, feasibility 
studies on a number of other schemes have been pre- 
pared and submitted to Government for approval. 

5.    Small industries 

Feasibility studies arc also carried out in the 
small-industry sector. Of special interest arc the 
studies carried out for the establishment of small 
industrial estates with the help of the Batcllc Group of 
German technicians. The Small Industries Division 
of the WPIDC and the East Pakistan Small Industries 
Corporation both have organizational arrangements for 
having feasibility studies conducted of new programmes 
of development. The planning cell of the EPSIC has 
a major responsibility for determining the soundness of 
development schemes, and the carrying out of 
feasibility studies is the first step in this direction. 

The Small Industries Division of the WPIDC has 
currently engaged the services of Japanese technicians 
to survey the areas of integration possible between 
large and small-scale industries and ancillary opera- 
tions. The anticipated moves resulting from the 
survey point in the direction of establishing one or two 
assembly industries. 

There are also some private agencies which 
propose schemes and draw up feasibility reports and 
projects. These private agencies employ technical 
experts in various fields. 

b.   Resources survey 

1.    Background 

The development of minerals and other natural 
resources has lagged far behind industry. Very little 
work was done in this direction before the advent of 
the first five-year plan (1955-1960). The first plan 
made an allocation of Rs. 474 million for the develop- 



122 INDUSTRIAL   DEVELOPMENTS   IN   ASIA   AND   THE   FAR   EAST 

ment of mineral resources, of which nearly 88 per cent 
was utilized for investigations on oil and gas. 

The main difficulty in developing minerals and 
other natural resources was that much of the country 
was not covered by detailed geological surveys, 
mapping and exploration. Another difficulty was that 
the principal natural deposits occurred in far-flung and 
remote areas. It was only toward the closing years of 
the first plan period (1955-1960) that encouraging 
success was achieved in the exploration and develop- 
ment of natural resources. 

2.    Geological Survey of Pakistan 

The Geological Survey of Pakistan is an attached 
Department of the Ministry of Industries and Natural 
Resources (Natural Resources Division) of the 
Government of Pakistan, and its main functions are to 
conduct geological surveys of the country and to 
prepare maps showing the results of geological, 
geophysical and geochemical studies and research. 
During the second plan period (1960-1965) it 
expanded its activities and carried out more than 51 
technical projects in the fields of mineral resources, 
geological mapping, stratigraphie and palaentological 
investigations, geophysical investigations, chemical and 
mineralogical investigations and drilling operations. 

3.    Mineral resources 
(a)    Background 
Pakistan's production and trade in mineral 

resources (excluding petroleum and gas) is so small 
that it is insignificant when compared to the other 
nations of the world. On surface evidence, Pakistan 
is not very rich in minerals. However, the fact 
cannot be overlooked that a number of minerals arc 
being mined and fresh areas are continually being 
explored and exploited. The production of coal, 
gypsum, limestone, silica and marble, sulphur, barytes 
and many other minerals can be increased, provided 
additional industrial uses of these minerals can be 
developed. 

Prospecting for minerals started in 1948 with the 
enactment of the Regulation of Mines and Oilfields 
and Mineral Development (Federal Control) Act, 
under which the Central Government assumed the 
responsibility for the development of mineral 
resources. In 1961, the Central Government created 
a Bureau of Mineral Resources, charged with the 
responsibility for survey, exploration, development and 
utilization of minerals. This arrangement continued 
until May 1962, when on the coming into force of 
the Constitution of 1962, the responsibility for mineral 
development was transferred to the two provincial 
governments. The government of West Pakistan has 
created a Directorate of Mineral Resources for the 
purpose, although in both wings much of the work 
relating to mineral development is undertaken by the 
two industrial development corporations. 

The position regarding the principal minerals is 
described below. 

(b) Coal 
Coal is Pakistan's number one mineral. Sub- 

stantial deposits occur in the Sor-Degari, Harnai and 
Mach ranges of the Quetta-Kalat Division, in the 
Trans-Indus and Salt ranges of the Sargodha- 
Rawalpindi Division and in the Hyderabad—Khairpur 
Division. The production of coal rose from 533,000 
tons in 1955/56 to 775,000 tons in 1959/60 and 
exceeded the million ton mark in 1963. Production 
in 1964/65 is estimated at 1.5 million tons. 

Following a slump in 1961 in the use of in- 
digenous coal, the Government had to step in and take 
certain measures calculated to help the industry. 
These measures included the banning of coal imports 
and the conversion of coal into oil. A thermal power 
station is being set up in Quetta and, when completed, 
it will give a fillip to the production of coal in the 
Quetta-Kalat Division. 

In East Pakistan, which has until recently totally 
depended upon imported coal, important developments 
have taken place. Thick seams of good quality coal 
have been discovered at a depth of 3000 ft in the 
Bogra District. Further drilling is taking place to 
evaluate the commercial possibilities. 

In the third five-year plan (1965-1970), the target 
for coal production has been fixed at 3 million tons by 
1970. 

(c) Chromite 
Chromite has been mined in the Hindu Bagh Area 

of Quetta Division for many years. Chromite-bearing 
rocks are also known to exist near Dalbandi in north- 
west Baluchistan and in north and south Waziristan; 
but because these occurrences are in remote and not 
easily accessible areas, exploitation has presented some 
difficulty. 

Nevertheless, chromite production achieved the 
target of nearly 50,000 tons in the second plan period 
(1960-1965). Output slumped a little in 1963 owing 
to the dumping of low-priced chromite in world markets 
by the Soviet Union. The Government has announced 
liberal tax concessions and freight rates for low-grade 
chromite and raised the bonus rate on all grades of 
chromite exported to 40 per cent. 

The third five-year plan (1965-1970) aims at in- 
creasing chromite production to 60,000 tons by 1970. 

(d) Iron ore 
Extensive surveys of the Kalabagh region showed 

the existence of large deposits of low-grade ore (30 to 
35 per cent iron content). Further investigations and 
feasibility studies are being made on the probable uses 
of the Kalabagh ore and its economic mining and 
utilization. 

Studies are also being made of iron ore deposits 
in northwest Baluchistan, Chitral and northwest Pun- 
jab. These deposits have a higher iron content (60 
per cent) but the extent of the deposits has not yet 
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been established and moreover the areas are mostly 
inaccessible. 

(e) Other minerals 
Other minerals which occur in Pakistan and for 

which prospecting licences have been issued are 
bauxite, barytes, chalk, china clay, copper, graphite, 
gypsum, marble, silica sand, sulphur, rock salt, and so 
forth. 

(f) Oil 
The search for oil in areas now included in Pakis- 

tan began as far back as 18% but it was only in 1915 
that commercial production of oil began in West 
Pakistan. The search for oil has been going on in the 
East Pakistan area since 1914. 

In 1947, when Pakistan came into being, the 
country was extremely deficient in fuel resources. The 
production of crude oil from oilfields in West Pakistan 
did not exceed 0.33 million barrels; this constituted a 
major handicap to industrialization. 

As a result of the exploration carried out since 
1948, the production of crude oil increased to 85 
million IG in 1959/60 and to 130 million IG in 1963/ 
64. In 1964/65, crude oil production was estimated 
at 140 million IG. 

Despite these recent developments, the production 
of crude oil in Pakistan represents only 17 per cent 
of the country's demand. The Government is, there- 
fore, very keenly engaged in the effort to intensify the 
search for oil in the country. 

In order to supplement the efforts of foreign oil 
exploration companies, the Government of Pakistan 
created an Oil and Gas Development Corporation in 
1961 and since its establishment, the Corporation has 
done considerable work in regard to geological, gravity, 
seismic and aeromagnetic surveys. 

Both West and East Pakistan were areas of large- 
scale sedimentation in the remote geological past and 
hydrocarbons form an essential constituent of 
sediments. The basically important factors for the 
discovery of petroleum are therefore present in 
Pakistan. 

(g)    Gas 
There was no commercial production of gas in 

1948 but with the discovery of gas resources at Sui in 
West Pakistan in 1952, and with the resources at Sylhet 
in East Pakistan, gas production rose to nearly 50,000 
million cubic feet in 1963. 

4. Forest product 

Pakistan's forest areas cover 8.7 million acres or 
about 3.7 per cent of the total land area. This sub- 
stantial national asset has not yet been exploited fully 
It vas only in 1955 that the Government of Pakistan 
issued a policy resolution on the development of forests 
and the utilization of forest wealth. Two types of 
survey operation ar¿ considered essential to a forestry 
programme. The first is a multipurpose soil and water 
survey to  serve  as  a  basis   for  planning judicious 
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afforestation programmes and the second concerns the 
inventory of forest resources in both Fast and West 
Pakistan. 

Timber extraction has increased substantially in 
recent years and is expected to go up to 600,000 tons 
a year in East Pakistan alone facilities for forest 
inventory surveys include the construction of service- 
able roads and housing for forestry staff 

5.     Water resource* 

The total cultivated area of Pakistan in 1955 was 
58.8 million acres (25 million in Hast Pakistan and 
33.8 million in West Pakistan). By I960, it had in 
creased by 1.1 million acres. In audition, about 
170,000 acres were partially reclaimd. 

By the end of 1965, the irrigated area is expected 
to increase by 1.6 million acres. About 3.5 million 
acres will be given protection against floods by im- 
proving river channels and constructing levees. In 
East Pakistan, a 1,600-mile coastal embankment \> 
under construction for protection against tidal inunda 
tion. 

A number of small dams, diversion works and 
irrigation channels constructed during the present 
decade will contribute to the welfare of the local popula- 
tions in Ouetta-Kalat and the Frontier Regions. 

Several  major  multi-purpose  projects for   water 
supply and power development are being carried out 
A master plan against water-logging and salinity has 
been initiated to  reclaim twenty-six project areas in 
West Pakistan in ten years. 

c.   Infrastructure 
I.     Transportation 

(a)    General situation 
Although considerable progress has taken place in 

this field since 1948, the growth of transportation 
facilities is still inadequate and is adversely affecting 
productivity and the growth of the economy. 

With rapid industrialization and increasing ur- 
banization, the traffic pattern is undergoing a change 
The railways and inland water transport continue to 
bear the main burden in the movement of agricultural 
and industrial products. Nevertheless, the share of 
road transport, particularly in West Pakistan, has been 
increasing at a fast pace. Civil aviation has emerged 
as the main link between the two provinces for both 
passenger and goods traffiic. Shipping and ports have 
also shown commendable progress. 

The pattern of growth of the transportation sector 
can be gauged from the following figures showing the 
increase in traffic over a four-year period (1959/1960 
to 1963/64) at annual mean rates: 

Railways: 
Passenger miles 2.8   per cent 
Freight ton miles 6.25 per cent 
Inland water transport 
(mechanized section) 13 75 per cent 
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Ports: 
Karachi, Chittaaong. 10 5    per cent 
Chaîna 

Civil aviation: 
Air passengers «() per cent 

Figures regarding road transport are not available 
but expansion in tr s field has also been substantial 

(b)    Railways 

Pakistan has two government-owned railway net- 
works. The Pakistan Western Railway ( PWR ) 
covers 5.326 route miles, of which 4,628 miles are 
broad-gauge (5'6"), 318 miles metre-gauge, and 380 
miles narrow-gauge. Pakistan Eastern Railway (PFR) 
has a route mileage of 1,712 miles, of which 1.147 
miles are metre-gauge and 545 miles broad-gauge 
Track maintenance is adequate. 

Substantial modernization has been applied in 
both systems Although diesel locomotives, new 
coaches and wagons arc increasingly employed, the 
problem of replacing over-age rolling stock is acute 
owing to the growing traffic and goods haHaee dc 
mands and the difficulty of effecting changes to cope 
with the demand owing to financial, technical and ad 
ministrativc factors. For example, the third plan 
(1965-1970) provisions for replacement and additional 
rollimj stock include 217 locomotives, 1.014 passenger 
carriages, 389 other coaches and 8,929 wagons. 

The passenger traffic demand on both railways is 
mainly for short distance movements. On the PWR. 
for example, in 1961/62, the average distance travel- 
led per passenger was 46 miles, while on the PER it 
was 26 miles By 1963/64. those figures had risen to 
47.4 and 27.4 respectively The large part of intercity 
movements is over distances of less than hundred 
miles. This shows the great scope available for the 
development  of bus  transport. 

Freight movemen s, which at present constitute 
56.3 per cent of PWR s total earnings and 55.1 per 
cent of PFR's are, by contrast, over longer distances 
The average length of freight haul on PWR is currently 
345 miles and on PER 155 2 miles. (These figures are 
for revenue-earning traffic. ) There is sufficient evidence 
to show that there would have been more traffic, par 
ticularly in bulky low-value products, if the railways 
had had sufficient handling capacity. 

During the third plan period (1965-1970) the 
over-all transport demand is expected to go up by about 
60 to 70 per cent Although the traffic pattern has 
been changing in favour of road transport it is anti- 
cipated that the railways will carry about 40 to 50 per 
cent of the additional traffic, leaving the balance for 
other carriers. The additional traffic to be carried by 
the railways will represent an increase of about 30 to 
35 per cent in freight traffic and about 15 to 20 per 
cent in passenger traffic. 

On both railway systems, programmes are being 
evolved and some are continuously being put info 
effect, according to planned targets, for the replacement 
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of plant and machinery, rehabilitation and construction 
of brutees, increasing of line and terminal capacities, 
execution of engineering and structural works, introduc- 
tion of electric traction, coach building, (raining and 
research and so on 

Track renewal is also receiving priority. Of par- 
ticular mention is the substitution of existing 90-lb 
rails with l()0-lb ones on the main lines. Railway 
signalling and line capacity arc also under constant im- 
provement 

Pakistan Fastern Railway is the principal trans- 
portation system in the province of East Pakistan 
which has a papulation of nearly fifty-one million 
living in in area of about fifty-five thousand square 
miles The railway has always played a vital role 
in the economic development of the country It has 
now a route-mileage of 1,712 55 consisting of three 
gauge*--the broad gauge, 5'6", 545 57 miles long; 
the metre gauge. 3'-3M", 1.147 23 miles long and 
the narrow gauge, 2'-6", 19 75 miles long. With a 
stock of 483 locomotives 1.295 passeneer carriages, 
495 other coaching vehicles, and 19,509 freight 
wagons, the railway carried 71 3 million passengers 
and 6 1 million tons of freight during the year 1964- 
65 yielding a revenue of 2 38 million of rupees. 

During 1964-65, the number of passengers car- 
ried decreased by 2 5 per cent as compared with that 
of the previous year, from 73 1 million to 71.3 mil- 
lion, while passenger miles decreased by 4 1 per cent 
from 2,003 million to 1.922 million The greater 
decrease in passenger miles than that in the number 
of passengers carried was brought about by the de- 
crease in average distance travelled by a passenger 
from 27.4 miles in 1963-64 to 26 9 miles 1964-65. 
In case of freight traffic, tons carried decreased from 
6 78 million to 6,07 million or by 10.5 per cent, and 
ton-miles decreased from 1.053 million to 893 mil- 
lion, that is, a fall of 15 2 per cent. The decrease 
in ton-miles was higher than that in tons carried, 
and this was due to a fall in average length of haul 
of a ton of goods from 155 2 miles in 1963-64 to 
1470 miles in  1964-65. 

Air-umdiiitmed roaches and raéUar service* 
The most significant development in the passen- 

ger services of the Pakistan Eastern Railway during 
the year was the introduction of air-conditioned 
coaches in practically all its major trains on the 
metre gauge sections. Railcar services were also 
metre gauge sections. Railcar services were also 
introduced for short distance, lower class passenger 
traffic in the Chittagong area. 

Improved signalling arrangements 
Doubk-wire interlocking at eleven stations on 

Bhairab Bazar-Mymensingh section has been com- 
pkted. The work of installation of relay interlocking 
with tokenless block working at forty-one stations on 
Chittagong Dacca section is still in progress. About 
90  per cent  materials  have  so  far  been  procured 
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and field installation work has already been started 
by German engineers. Construction of extra running 
loops at five stations have been completed and are in 
progress at seven more stations. Remodelling of yards 
at Akhaura and Mymensingh have been carried out 
and those at Kulaura, Foujdarhat, Bonarpara, Dar- 
sana,  Khulna, Ishurdi are in progress. 

Electrification of thirty-seven stations has been 
..ompleted during the current year while the work at 
lorty-two stations is in progress. Seven new stations 
were opened during the year 1966 while the construc- 
tion of eight more new stations has been or likely 
io be taken in hand during the year. 

(c)    Hoods and road transpon 
As stated earlier, the structural changes in the 

economy are being accompanied by changes in the 
transport complex, with a comparatively vigorous deve- 
lopment taking place in roads and road transport. 

r he pattern of road trafile is at present mixed and 
complex, with fast and slow moving vehicles using roads 
side by side. Because of the narrowness and generally 
poor condition of the roads, and the heterogenous 
i rallie, movement is slow. 

I he country is lacking in research on road con- 
sti uction, but a beginning is being made with plans 
lor the establishment of building and road laboratories 
in Lahore and Dacca. The need for revising existing 
road specifications is urgent. 

By 1965, West Pakistan is expected to have a 
total road mileage of 11,400 (metalled surface) and 
last Pakistan 1900 (single-lane, 12-14 ft wide). 

I he Central Government and the two provincial 
governments have developed adequate programmes for 
load construction. Pakistan has joined other Asian 
countries in applying to the United Nations Special 
I und for completion of missing links in the Asian 
Highway. I his would include the cost of pre-invest- 
menl surveys of nine bridges in East Pakistan. 

The provincial governments are preparing detailed 
feasibility and engineering reports for foreign aid 
financing of certain important roads and bridges in the 
country (for example, Karachi-Hyderabad super high- 
way, Dacca-Chittagong road). A Japanese Bridge 
Mission recently carried out a preliminary survey of 
three bridges over the rivers Karnaphuli, Rupsa and 
Huriganga. Construction of village roads under com- 
munity development programmes is also under way. 

Equipment is being obtained from the United 
Kingdom for the construction of a coastal highway in 
We.t Pakistan. 

Road transport in the country is almost entirely 
financed by private enterprise, except for about one- 
ihird of trie passenger bus service operating in West 
Pakistan. As private enterprise has been willing to 
invest in road transport, the policy has been to leave 
the industry to private financing to the maximum ex- 
tent and not to extend the government-sponsored pas- 
senger service to new routes on a monopoly basis unless 
p i'.nte enterprise is not attracted. 

The West Pakistan Road Transport Board has 
programmes for the rehabilitation and expansion of its 
existing services in cities and large towns and also for 
a modest expansion of its interdis'rict routes. 

By 1965, the number of commercial vehicles 
(buses and trucks) in East Pakistan is expected to 
reach II,1(H), and in West Pakistan 41,000. The finan- 
cial outlay for the development of commercial load 
transport in the third plan period (1965 1970) is 
1,605 million rupees. 

(d)    Shipping ami pons 
In 1947, Pakistan had only three merchant ships. 

By 1965, the fleet will consist of fifty-six ships with a 
total dead-weight of over 416,000 tons. The entire 
inter-wing trade between East and West Pakistan <s 
now carried on by Pakistani vessels. 

The position, however, is not so satisfactory in 
the case of foreign routes, wheie Pakistani ships carry 
about 12.5 per cent of the total sea-borne trade of 
Pakistan. Because of this, the country spends about 
500 million rupees annually in foreign exchange on 
freight charges. 

The second plan (1960-65) provided for the ac- 
quisition of 35 additional ships, which after replace- 
ment, would take the total number to fifty-six. The 
third plan (1965-1970) provides for the acquisition 
of fifty ships — fourteen for replacement and thirty- 
six as additions. 

The Government has set up a Mercantile Marine 
Academy in Chittagong to train Pakistanis in seaman- 
ship. It has also established the Karachi Shipyards 
under the WPIDC with facilities to construct ships up 
to 12,000 dwt. 

Pakistan has at present, three major ports, at 
Karachi, Chittagong and Chaina   (anchorage). 

Karachi port has twenty-one berths and handling 
capacity has been increased by 35 per cent. 

Chittagong port had only four worn-out berths in 
1947 but it now has seventeen berths to handle 
twenty-four ships at a time. 

Chaina anchorage, started experimentally in 1950, 
was made permanent in 1952 but as the behaviour of 
the river is not satisfactory, it is possible that the an- 
chorage may be shifted about thirty miles down-stream 
und re-established at Mangia. 

A feasibility study is being undertaken for the 
establishment of a second port on the Mekran Coast 
in West Pakistan. 

(e)    Inland water transport 
Development of transportation and industrial 

growth go hand in hand in developing countries such 
as Pakistan, it is especially so in East Pakistan. For 
most areas of East Pakistan the waterways are the 
only means of communication, particularly in the rainy 
season. Apart from that, during the monsoon in 
some areas water-transport becomes the only means 
of transport. 

At present more than 7ü per cent of the 
communication  is through the waterways and more 
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than 85 per cent of the merchandise-How in 
the province is over water. Thus inland water 
transport is the major means of transportation in East 
Pakistan. But until the establishment of East Pakis- 
tan Inland Water Transport Authority (EPIWTA) 
in 1958, no concerted effort was made to improve 
the navigable channels or even to provide aid-to- 
navigation. 

Prior to the establishment of the Authority the 
inland navigation system was in a state of chaos and 
confusion. One private foreign company vi/ 
Messrs. Joint Steamer Company, used to perform 
the functions of conservancy of the navigable chan- 
nels on a limited scale for their own vessels and for 
government vessels on an annual payment basis but 
not for all operators. Otherwise, there existed no 
navigational charts worth the name. This is reflected 
in the fact that out of a total allocation of 83 million 
rupees in the first plan for development of inland 
water transport only 2.50 million rupees could be 
spent till 1958/59. The real planned effort for the 
development of this most important section of tians- 
portation in East Pakistan began with the creation 
of EPIWTA in November 1958. The Authority was 
created for development, maintenance and control of 
IWT and of inland navigable waterways in East 
Pakistan. It makes provision for essential common 
services, regulates traffic rates and gives guidance 
for the planned future development of inhnd water 
transport in East  Pakistan. 

Since the inception of the Authority to the 
end of April 1966, a total sum of 150.00 million 
rupees has been spent in the semi-public sector. The 
private sector of the IWT invested about 182.00 
million rupees up to 30 June 1965. Of this, about 
68.00 million rupees came from IWT operators' own 
resources. The balance was met out of foreign loans 
from the United Kingdom, Independent British Re- 
public of Dominion, United States AID, German 
credit, Pakistan's own cash foreign exchange and 
rupee  loans from  PIE Company,  and  IDBP. 

IWT semi-public sector 

A id-to-navigalion 

About 1,400 miles of navigable channels are 
provided with modern aid to navigation including 
marking, buoying, lighting, and charting and is opened 
up for day and night navigation. The Authority is 
now equipped with a buoy-laying vessel, a fleet of 
fourteen survey-curn-inspection launches, three diesel 
cruisers, one turbo craft and one hundred transistor 
sets. 

In the second phase, order for procurement of 
more aids to navigational equipments and one survey 
launch would be placed. Preliminary works for safe 
day and night navigation in the route from Chittagong 
to Teknaf and St. Martin's Island via Cox's Bazar and 
Kutubdia Island would be taken up. 

IWTA workshop and repair yard a! Barisal 
The IWTA has completed the establishment of 

a workshop for servicing its conservancy equipment 
and other electronic equipment for their efficient 
utilization and  maintenance. 

It has also undertaken the establishment of a 
major repair-yard for servicing the ferries and the 
coastal  vessels.    Both   these  projects   are   located  at 
Barisal. 

Provision for jerries and ferry terminals 
Twelve ferries to connect the trunk road heads 

in East Pakistan were handed over to EPSC for 
operation. Seven movable and seven permanent 
pontoons and fourteen bridges were procured from 
West Germany. Installation of ferry terminals has 
been made at live places. These ferry links connect 
the entire highway system of East Pakistan. 

Salvuge   craft   and   Decca-chain   radio  location 
system 
A sixty-ton floating pontoon crane with a tug 

for towing and two sets of diving equipment have 
been provided for salvaging craft grounded or sunk 
due to accidents or natural calamities in the navigable 
waterways of East Pakistan. 

Eor the operation of an electronic position fixing 
system for most modern and accurate hydrographie 
survey, a project named Decca-chain Radio Location 
System has been under erection. One master and 
three slave stations and a number of electronic re- 
ceivers on board the survey launches for the con- 
tinuous hydrographical survey of the condition of 
waterways of East Pakistan are included in this 
scheme. 

Development   of   the   major   inland   ports  and 
landing stages 

The Authority undertook a scheme for providing 
cargo and passenger handling facilities at five major 
inland river ports viz Dacca, Narayanganj, Chand- 
pur, Barisal and Khulna which handles the bulk of 
IWT traffic along the main waterways of East Pakis- 
tan. Construction work of a terminal building at 
Narayanganj is complete and the works in other 
ports also are nearing completion. 

There are about 1,500 launch landing stations 
which need to be developed in order to provide the 
bare minimum facilities for passenger embarkation 
and disembarkation. Out of these, 109 stations were 
selected for development. Fifty-nine launch-landing 
stations have already been completed and the rest 
are expected to be completed soon. 

Development of port facilities and landing stages 
in coastal islands and acquisition of coastal vessels 
The development of port facilities and landing 

stages in coastal islands for promoting inter-island and 
island-mainland communications are in progress. 
Twenty-two landing stages in cyclone affected coastal 
areas have been selected for providing port facilities. 
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For better and quick transport between the 
mainland and off-shore islands of East Pakistan, four 
coastal ships and two LCT vessels were procured 
from West Germany and handed over to EPSC for 
operation. Two more LCT vessels are being as- 
sembled at EPIDC dockyard and engineering works 
;it Narayanganj. Ten MOT vessels also for a similar 
purpose are under construction in West Germany. 

Maintenance and development of waterways 
To keep the waterways open for continuous 

navigation, the development of important rivers is a 
continuous function of the Authority. In addition, 
special dredging operations were undertaken for im- 
provement of the Bhairab, the Kushyara, the Surma; 
sections of the Arialkhan, the Padma, and the Mad- 
humati rivers. 

For the improvement of waterways reconnaissance 
survey of 3,000 miles, detailed hydrographie survey 
of 793 miles of navigable waterways were completed. 

The development of a shorter route from Nara- 
yananganj to Chaina is an important scheme of the 
Authority. Originally initiated by the now defunct 
Irrigation Department in February 1958, dredging of 
a part viz Dabuldia-Bhadrashan Nulla and Arial- 
khan was done by EPWAPDA. In January 1963, 
without any appreciable progress it was transferred 
to EPIWTA. The scheme is under technical re- 
examination. 

The 1WTA is presently working on the prepara- 
tion of a master plan for the development of water- 
ways in East Pakistan. For this purpose the services 
of a specialist consulting firm, namely NEDECO of 
Holland have been engaged. The NEDECO in co- 
operation with the experts of the IWTA is formulat- 
ing the master plan which includes feasibility study 
for the Narayanganj-Chanlna route. 

TABLE 2.   INI AND WATERWAYS DEVELOPMENT, 1958 AND 1965 

Nambtr Xumbft 
¡lem up  tu  105» m  fed    oi 

Mechanically   propelled   vessels   .. 772 1,213 
Dumb crafi       661 738 
Route  miles        2,882 4,948 
Boat building yards      9 62 
1WT operators        182 363 
IWT routes       124 254 
Cargo carrying capacity  (tons)   . . 132,947 181,346 
Passenger, capacity       72,037 101,299 
Aids to navigation (miles)      — 1,400 
Powered   ferries   to   connect   the 

road heads        — 12 
Coastal  ships        — 4 
I.CT vessels       — 2« 
Pontoons for launch stations    .... — 39b 

Salvage units        — • 

• Another two are under construction. 
h Another sixteen will be ready shortly. 

In the third plan (1965-1970), the financial pro- 
vision for the improvement and development of inland 
waterways amounts to Rupees 965 million. 

(f )     Civil aviation 
In the decade covered by the first two plans, 

the airports in Pakistan experienced a rapid growth 
of air traffic especially in domestic operations. The 
total number of embarking passengers increased by 
450 per cent with the domestic sector showing an in- 
crease of over 750 per cent. 

At the same time, a pronounced change took 
place in the composition of the traffic in Pakistan, 
with domestic passenger share rising from 52 per cent 
to 83 per cent of the total. In June 1965, domestic 
services were operating to thirty-one locations, three 
times the number in 1955. These included twenty in 
East Pakistan and eleven in West Pakistan, served by 
eighteen conventional aerodromes and fourteen heli- 
ports. 

In response to the urgent need of East Pakistan 
for speedy and reliable transportation, PIAC, in 
November 1963, launched their helicopter services. 
During 1964-65 this was extended to fifteen locations 
— thus becoming the largest commercial helicopter 
operation of its type in the world —and carried 
nearly 68,000 passengers. 

The introduction of jet aircraft effected opera- 
tions at all the main international airports. To meet 
this situation a new runway was provided at Karachi, 
while the runways at Dacca and Lahore were extend- 
ed and re-surfaced. Short term improvements and 
expansion were also carried out to the Karachi and 
Dacca terminal buildings, and an interim terminal 
building was provided at Lahore. 

The growing domestic air traffic also made it 
necessary to undertake improvements at all other 
airports; while a new domestic aerodrome was esta- 
blished at Ishurdi. 

Instrument landing systems were commissioned 
at Karachi and Dacca. An airport surveillance 
radar was installed at Karachi. Work was also 
started on the establishment of an Air Route Traffic 
Control Centre at Karachi with a controlled airway 
between Karachi and Tehran, which necessitated the 
development of a control complex and aerodrome at 
Panjgur. Radioteletype operation replaced manual 
radiotelegraph on all important international and 
domestic fixed circuits. In air ground communication 
radiotelegraph operation was abondoned, and replaced 
by radiotelephone channels. 

In financial terms, in the Department of Civil 
Aviation, development expenditure increased from 46 
million rupees in first five year plan to 154 million 
rupees second five year plan. 

PIA, the country's national airline, has com- 
pletely modernized its fleet Apart from flying modern 
jet (Boeing) and Fokker Friendship services. PIA 
apérales regular helicopter services in East Pakistan. 

PIA's capacity in ton-miles increased from 62 
million in 1960/61 to 101 million in 1963/64. Re- 
venue ton-miles increased from 37 million to about 66 
million.   Revenue passengers carried were 325,000 in 
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1960/61 and 7 12,(XX) in 1963,64. (argo increased 
in the same period from 13.501) tons to over 21,000 
tons. 

In the third plan (1965-1970), a financial alloca- 
tion of 725 million rupees for civil aviation including 
PIA is proposed. This will include improvements to 
and development of fly im; clubs and of existing and 
new airports. 

2.    rower 

Soon alter independence the power supply posi- 
tion in Pakistan was very acute. In order to meet 
trie urgent requirements, several short-term projects 
were initiated in both East and West Pakistan. These 
consisted mostly of diesel and steam power stations 
which were costly to operate on account of imported 
fuels. As a result of these short-term measures, the 
installed generating capacity (in both public and 
privale sectors) increased from about 112,000 kilowatt 
in 1948 to about 342,000 kilowatt in 1955. Pakistan 
had in 1955 its first national development plan which 
attached importance to large-scale power generation. 
Nearly 22 per cent of the total plan cost was allocat- 
ed for the development of water and power resources. 
As a result, several large hydro-electric and thermal 
stations were installed and the establishment of 
province-wide power transmission grid systems was 
initiated in both the wings of Pakistan during this 
period. By the end of 1960. the total installed 
capacity (public and private) had increased to about 
911,000 kilowatt (against 112,000 kilowatt in 1948) 
and energy production increased to about 2,160 million 
units compared to about 219 million units in 1948. 

During the implementation of the first national 
plan it had become clear that apart from the ques- 
tion of funds, the largest single factor responsible for 
the rather slow progress on the projects—was the 
procedural inadequacies/limitations of the executing 
agencies. Hitherto, the provincial water and electri- 
city Departments had been handling all the major 
projects in the water and power sector. But with 
their long established and complicated procedures 
and methods they could not impart the speed and 
efficiency necessary for expeditious development, 
which was the need of the hour. With a view 
to overcome the above obstacles and to impart 
speed and to secure an over-all unified development 
of water and power resources, the Government 
established The Water and Power Development Au- 
thority (WAPDA) in West Pakistan in 1958 followed 
by a similar Authority in East Pakistan in Ì959. 

Pakistan began its second five year plan in 
1960 and set apart nearly Rs. 4,390 million for the 
development of water and power resources. In 
contrast to the first plan, it laid more stress on the 
transmission and distribution of power rather than 
on generation in order to deliver the power produced 
to the ultimate centres of consumption. After the 
completion   of   the   various   power   schemes   during 

the second plan period, the installed capacity of 
utilities in the public sector had reached a liguie of 
1,140,000 kilowatt by the end of 1965, and the length 
of the transmission and distribution lines (of various 
voltages) had increased to 35,400 miles (route 
mileage). The energy generation during 1965 had 
reached a ligure of 3,830 million uniis. 

During the third national plan period, it is 
proposed to make an addition of about 1 ,(»60,000 
kilowatt in the installed generating capacity of the 
country and string transmission lines approximately 
9,000 circuit miles. In vL v of the scanty 
indigenous resources of coal, oil and uaiuial gas, 
consideration is also being given to the develop- 
ment of nuclear energy. At the moment Pakistan 
has embarked upon the setting up of a nuclear 
power station of 137,000 kilowatt at Karachi in West 
Pakistan while the setting up of another, of 140,000 
kilowatt at Rooppur in East Pakistan is under 
consideration. With the progressive development of 
necessary infrastructure during the first and second 
plans, the pace of development has been generally 
promoted which is reflected in the provision of 8,930 
million rupees for the development of water and 
power sector. This provision is nearly twice as large 
as that in the second plan. 

It is the policy of the Government to keep the 
generating capacity ahead of the demand with a safe 
and comfortable margin as far as possible. With 
this purpose in view, reputed linns of consulting 
engineers have been engaged from time to time to 
carry out the power market surveys in both wings of 
Pakistan. These surveys continue to be reviewed 
periodically to bring them up to date. The expan- 
sion of power facilities is planned modified on the 
basis of the position revealed by such power market 
surveys. • y 

The installed capacity of the generating stations 
reached 642 megawatt by the end of June 1965. The 
maximum demand recorded during 1964-65 was 452 
megawatt. In order to extend power facilities from 
primary load centres to the distribution system, work 
which was provided under secondary transmission and 
distribution scheme reached its final stage. The length 
of transmission lines on 30 June 1965 were; 220 
kilovolt lines 136 miles, 132 kilovolt lines 1,316 miles, 
66 kilovolt lines 3,036 miles, 33 kilovolt lines 1,228 
miles, and II kilovolt lines 11,903 miles. The num- 
ber of consumers increased to 687,866 and the con- 
sumption per capita rose from 37 kilowatt-hour as 
last reported to 40.6 kilowatt-hour. 

Power market survey cell of the Authority con- 
tinued its activities in assessing the power needs of 
the area and completed the forecast up to 1969. 

During the next five years it is expected that 
further 5,000,000 consumers will be added at an 
average rate of 1,000,000 every year. 

The installed capacity in respect of generation 
has risen to 650 megawatt by the end of December 
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1%5, due to the addition of 8 megawatt Borsie set 
at Hyderabad Thermal Station. In addition to that, 
work on Hyderabad Thermal Extension (15 mega- 
watt), Gas Turbines at Lahore (26 megawatt), 
Sukkur Extension (25 megawatt), Natural Gas Power 
Station at Lyallpur (132 megawatt), and Mangia 
Hydro-electric Station (300 megawatt) are in progress 
and all these schemes are in an advance stage of 
construction. Further schemes to be taken up during 
the third five year plan are Mangia Hydro Extension 
(300 megawatt), additional four Gas Turbines at 
Lahore (52 megawatt), two Gas Turbines at Hydera- 
bad (26 megawatt), Mari Thermal (132 megawatt) 
and Quetta Thermal Extension (15 megawatt). 
Transmission facilities to convey the additional power 
thus generated will be provided under northern and 
southern /one transmission schemes. 

III.    INDUSTRIAL POLICY 

o.   Investment lows and refutations 

I. Basic legislation 

The subject of industry comes under the purview 
of both the Central Government and the provincial 
governments. The Central Government is responsible 
lor over-all planning and co-ordination of industrial 
development, fixing of targets and priorities, deter- 
mination of the levels of production and prescription 
of standards and quotas for exports. In addition, the 
following industries are the exclusive responsibility of 
the Central Government: 

i)  Industries connected with defence; 
ii)  Manufacture of arms; 
iii)  Industries owned wholly or partially by the 

Central Government or by a corporation set 
up by the Central Government; 

iv)  Petroleum and mineral oil industries; 
v)  Nuclear energy. 

The  provincial governments are  responsible  for 
implementing the industrial policy of the Central Gov- 
ernment and exercising jurisdiction over all industries 
(other than those mentioned above) already establish- 
ed or to be established in the country. 

There are at present three basic laws for the 
control and regulation of industries in Pakistan. They 
are: 

i) Development of Industries (Federal Control) 
Act, 1947; 

ii) East   Pakistan   Development   of  Industries 
(Control and Regulation)  Act, 1957; 

iii)  West    Pakistan     Industries     (Control     of 
Establishment and Enlargement) Ordinance, 
1963. 

The Development of Industries (Federal Control) 
Act, 1947, supplemented by the Development of In- 
dustries Rules, 1950, authorizes the Central Govern- 
ment to plan and regulate the establishment of any 
enterprise  in  twenty-seven specified industries.    'Ine 
Act and the Rules provide inter alia that, in respect 

of the industries  mentioned  in the  Schedule   to the 
Act. 

i)  all industries existing on the date the Rules 
came into force should be registered with the 
Central Government (Department of Invest- 
ment Promotion and Supplies); 

ii) the setting up of new industries likely to em- 
ploy more than fifty persons or the extension 
of  existing   undertakings  so   as   to   employ 
more than fifty persons will require the per- 
mission of the Central Government. 

The   Last   Pakistan   Development  of   Industries 
(Control and Regulation) Act, 1957, 

i)  provides for the registration of the industrial 
undertakings existing on the date of the com- 
mencement  of the Act  with  the   provincial 
government; 

ii)  lays down that the permission of the provin- 
cial government  will be necessary   for the 
setting up, expansion and change of location 
of industrial undertakings in respect of indus- 
tries mentioned in the Schedule to the Act. 

The following industries have been excluded from 
the purview of the Act: 

i) Iron and steel; 
ii) Shipbuilding; 
iii) Anti-biotics,   sulpha   drugs   and   anti-T.B. 

vaccines; 
iv) Nuclear energy; 
v)  Fishing and fisheries outside territorial waters; 
vi) Mineral oil or natural gas; 

vii)  Industrial   units owned wholly  or  partially 
by the Central Government or any Corpora- 
tion set up by the Central Government. 

The    West    Pakistan    Industries    (Control    of 
Establishment   and   Enlargement)   Ordinance,    1963, 
states that no  person  shall establish any   industrial 
undertaking except with the previous permission of the 
provincial government in writing.   The Government of 
West   Pakistan   has,   however,   exempted   the   units 
specifically sanctioned by the Central Government, the 
Pakistan Industrial Credit and Investment Corporation 
and the Industrial Development Bank of Pakistan from 
this provision. 

2.    Regulation oj industries 

It is considered essential that the setting up of 
new industrial units and the expansion of existing units 
be controlled and regulated so that: 

i) the development of industry in the country is 
in  accordance with the industrial  develop- 
ment plans; 

ii) there is no frittering away of the country's 
foreign exchange; 

iii) there is no overlapping; 
iv) it is possible to determine the location of new 

industrial units; 
v) the industrial resources of the country are not 

monopolized by a few. 



130 INDIS PRIM.    DI VriOI'Ml NI S    IN    ASIA   AND   Till     I AK   IAS! 

In order to accelerate the pace of industrial deve- 
lopment, the Government has from time to time 
announced development plans which inter alia make 
physical and monetary provisions for the industrial 
sector. Simultaneously, the Government has issued 
industrial investment schedules, specifying which in- 
dustries should he developed in the private sector. The 
schedules also prescribe financial resources in terms of 
rupee finance and foreign exchange in capital outlay 
for various industries to be developed in East and 
West Pakistan. Monetary provision is, however, not 
made in the case of certain major industries which 
either require huge capital outlay or which are to Re- 
developed in either of the provinces on a country-wide 
basis (that is, to meet the demand of the entire 
country), o, where the intention is not to develop any 
new capacity because of the limitations of the market. 

At present, ¡ndusiiial control is exetcised 
primarily through the mechanism of the procedure for 
the grant of foreign exchange. Though three pieces ol 
industrial legislation are at present on the statute book, 
the need for their enforcement has not been felt as the 
aim has all along been more and More productive in- 
vestment. Industrial units can be divided into two 
broad categories: 

i) those which do not require any foreign ex- 
change for machinery and raw materials; 

ii)  those   which   require   foreign  exchange   for 
machinery, spares or raw materials. 

As far as the first category is concerned, the cases 
are very few and lar between.    In such cases, it has 
already been provided that government permission is 
not necessary for the setting up of industries based on 
locally produced machinery, spares and raw materials. 
For industrial units of the second category, the foreign 
exchange component of plant and machinery is general- 
ly met from: 

i) loans from PICK' and 1DBP; 
ii)  loans   from   foreign   nationals  and   interna- 

tional foreign institutions; 
iii)  foreign investment; 
iv) deferred payment on the pattern of the "pay- 

as-you-earn scheme"; 
v) utilization of bonus vouchers; 
vi)  the   Government's   own   foreign   exchange 

resources  which  are   made  available  from 
time to time. 

PICK' and IDBP control and regulate the indus- 
trial units which entrepreneurs may want to set up or 
expand through loans obtained from these institutions. 
Similarly, the Central Government exercises control 
over industries set up with plant and machinery im- 
ported through loans negotiated with foreign financial 
institutions, foreign investment or the "pay-as-you- 
earn" scheme. The provincial governments control 
and regulate industries set up against the Government's 
own foreign exchange allocation to the two provinces. 

In sanctioning industries, the respective authorities keep 
the requirements and objectives of location, level ol 
production, extent and use of imported raw mateiials, 
and such in view and make these a condition in grant- 
ing foreign exchange allocations. 

The spheres of operation of the various sanction- 
ing agencies have been clearly defined as follows: 

(a) Industries for which monetary provision ha\ 
been made in the industrial investment 
schedule 

i) foreign investment, direct loans by juieign 
institutions and pay-as you-earn scheme 
Permission of the vice-chairman, Investment 
Promotion and Supplies, is necessary. This 
permission is given after the schemes have 
been approved by the Central Investment 
Promotion and Co-ordination Committee 
(composed of the representatives of provili 
cial governments, ministries of commerce and 
finance, the Planning Commission, PICK', 
IDBP and the State Bank of Pakistan). 

ii) PICIC and IDBP can sanction loans to 
industries without a reference to the Govern- 
ment. The representatives of the Central 
Government and provincial governments arc 
associated on the boards of directors of these 
institutions. IDBP caters for loan require- 
ments up to 2.5 million rupees including 
1.5 million rupees in foreign exchange. 
PICIC gives loans above these limits. 
Provincial governments are free to issue 
sanctions out of cash placed at their disposal 
by the Central Government from time to 
time. 
bonus vouchers. No permission is necessary. 
Clearance is given by the vice-chairman, In- 
vestment Promotion and Supplies, without 
technical scrutiny so as to ensure that the 
amount is covered under the schedule. 

(b) ¡terns covered under the schedule for which 
specific permission of the Government is 
necessary under the investment schedule 

The sanctioning agencies (the vice chairman, In- 
vestment Promotion and Supplies, PICK", IDBP and 
the two provincial governments) can issue sanctions 
only after the individual schemes have been approved 
by the Centi al Investment Promotion and Co-ordina- 
tion Committee. For important schemes involving a 
capital outlay of 10 million rupees or more, the 
Central Investment Promotion and Co-ordination 
Committee is supposed to associate the secretaries of 
the finance, industries and commerce ministries with 
the deliberations. 

(c) Schemes not covered by the industrial invest- 
ment schedule or where schedule provision 
exhausted 

Sanctioning agencies can issue sanctions after the 
schemes (costing up to 2.5 million rupees) have been 

in] 

IV 



\  COUNTRY   STUDY  ON   1'AKISIAN 131 

cleared by the Central Investment Promotion and Co- 
ordination Committee. Schemes costing more than 
2.5 million rupees require the approval of the Execu- 
tive Committee of the National Economic Council 
hel'ore they are sanctioned by any of the sanctioning 
.iL'cnciev 

3.     Other pertinent laws unti regulations 

(a)     Capital issue control 
On May 17 1943, the Government of India under 

Defence of India Rule 94-A introduced control over 
capital issues to canalize the scarce resources of the 
L.ipitul market in government loans. The purpose of 
ibis control was to bring about "a judicious balance 
between government borrowing and industrial invest- 
ment". It was to prevent utilization of investible 
hunk scarce materials and services for purposes 
which made little or no positive contribution to the 
¡nosccution of the war. Jt was brought about, in the 
tirsi instance, under DIR 94-A which lapsed at the 
end of September 1946, but the control was con- 
tinued under a Special Ordinance No. XX of 1946. 
In April 1947, Capital Issues (Continuance of 
Control) Act was passed with a view to preventing 
mushroom growth of companies especially in an 
atmosphere of undue optimism and prevailing boom. 
It intended to give a measure of protection to the 
unwary investor against the onslaught of unscrupulous 
niiiipanv promoters. It was designed "to secure a 
balanced investment of the country's resources in 
industry, agriculture and the social services, and to 
ensure that the available capital resources are utilized 
on a balanced plan of agricultural, industrial, and 
other developments and to keep a balance between the 
manufacture of capital and consumer goods". 

The Act prohibits: 
i)   Without the prior consent of the Controller 

of Capital  Issues: 
(a) an issue of capital in Pakistan; 
(b) any public offer of securities for sale 

in Pakistan (securities include instru- 
ments creating a charge or lien on the 
assets of the company ) ; 

(c) the renewal or (postponement of) 
repayment of any security maturing for 
payment in Pakistan. 

ii) Without the prior consent of the Controller 
of Capital Issues an issue of capital any- 
where, whether within or without Pakistan 
by any company incorporated in Pakistan. 

¡ii ) The issue in Pakistan of any prospectus or 
other document offering for subscription or 
publicly offering for sale any security which 
does not include a statement that the consent 
ot the Central Government has been 
obtained to the issue or offer of the security. 

iv ) Subscription for any securities issued by a 
company in respect of any issue of capital 
made in Pakistan or elsewhere unless such 

¡•.sue has been made with the consent of 
the Controller of Capital Issues. 

In a nutshell, under the Act without the permis- 
sion of Controller of Capital Issues no person or 
company can either issue any capital prospectus or 
invest in shares security or raise a loan against the 
assets of a company not authorized by him. 

The contravention of any of the provisions of the 
Act or any order made thereunder is punishable witii 
imprisonment for a term which may extend to one 
year or with tine or with both. II the offender is a 
company or other body corporate, every director, 
manager, secretary or other officer of the company 
is  punishable  for the offence. 

A rule framed under the Act permits the issue 
of capital without the approval of Controller of 
Capital Issues up to hall a million rupees, one in the 
life of a company other than banking or insurance 
companies or a provident society incorporated as a 
company or a company in which foreign capital is 
associated wholly or partially for which prior per- 
mission is required even when the capital to be issued 
is less than half a million rupees. If the capital of the 
company docs not exceed one million rupees, the per- 
mission for issue of capital can be given by tho 
Finance Secretaries to the two provincial governments. 

Loans raised by the Industrial Development Bank 
of Pakistan and Pakistan Industrial Credit and Invest- 
ment Corporation limited are exempt from the 
application of the Capital Issues Act. 

Through the instrument of capital issues control, 
important policies such as broadening the base of share- 
holdings in joint stock companies are implemented. 
Companies with capital above two million rupees are 
persuaded to change their status to that of public 
companies. In public companies, effort is made to 
secure at least 60 per cent of local capital to be issued 
to the general public including 20 per cent to the 
National Investment Trust Limited. It has now been 
decided that the condition of public distribution will 
not be imposed on companies which qualifv as public 
companies under section 23-A of the Income Tax Act 
whether or not at the time of the original issue of 
capital, a prescribed percentage of shares was offered 
to the general public Such companies will also 
be free to issue right shares to their existing share- 
holders. Managing agency terms have been ration- 
alized and brought in accordance with the Govern- 
ment's economic policies by regulating that the period 
of managing agencies should be confined to ten years 
only instead of the usual period of twenty years 
permissible under the Companies Act. Private com- 
panies are, as i rule, not permitted to appoint 
managing agents. In the case of companies managed 
by managing agents, the managing agents often enjoy 
their fixed commissions and other benefits from the 
managed companies without the share-holders receiv- 
ing their share of the profits. Such practice vitiate 
the   entire   investment   climate,   particularly   for   the 
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small investor. To remedy the situation, it has been 
decided that the managing agency commission and 
other remuneration payable to the managing agents 
should be related to the yield passed on to the share- 
holders in the form of dividends. Accordingly 
imposed is a new condition that the total percentage 
of profits payable as managing agency commission 
and as remuneration for making sales and purchases 
by the managing agent shall not, in any year, exceed 
the percentage of dividends distributed to the share- 
holders for that year. 

A significant development in the issue of capital 
has been the introduction of telescoping basis for 
issue of shares when offering shares to the general 
public. Shares to the general public are now allotted 
on the following basis: 

(a) The applicants of and up to hundred shares 
should be accommodated fully if the capital 
to be issued to the general public is sufficient 
for the purpose, if the capital applied for, 
is in excess of the capital to be issued to 
the general public, the distribution may be 
made in such a manner as may be deter- 
mined by the Controller of Capital Issues. 

(b) Any capital left after allotment to applicants 
mentioned in (a) above should be distri- 
buted to persons who apply for more than 
hundred shares on a flat rate basis. 

Ihis arrangement would result in lower and 
middle class investors getting larger number of shares 
applied for by them in preference to capitalists who 
previously  used to get shares in lot. 

With regard to non-industrial companies, permis- 
sion to issue capital is refused if it is felt that the 
field is overcrowded, permission is also refused(i) 
to companies whose financial position is unsatisfactory 
in order to protect the interests of small investors(ii) 
speculative concerns(iii) to the issue of bonus shares 
which arc sought to be issued either on the re-valua- 
tion of assets or by companies not having adequate 
genuine reserves. Bonus issue applications are also 
refused where the companies concerned are adequately 
capitalized or where the issue is otherwise considered 
not in the public interest or where such issue would 
affect the soundness of a company by leaving 
insufficient free reserves. 

The Government has a vital concern in the 
health and well-being of the stock exchange market. 
The capital issues control provides the means to 
ensure the growth and development of the stock 
market on sound lines and protects it from undesir- 
able speculative pressure. In short, control on capital 
issues is an important device in implementing govern- 
ment policies and canalizing the limited amount of 
capital available in the country into desired channels. 

(b)    Imports of capital goods 
Licenses for imports of capital goods are issued 

under the relevant provisions of Import Control. Ac- 
cording to the Manual of Export and Import Control, 

"industrial consumers" are separately categorized and 
licences issued to industrial consumers are stamped 
"industrial consumers". licences for capital machin- 
ery, including balancing and modernization equipment, 
spare parts and raw materials are issued separately. 

Licences to industrial consumers are issued against 
foreign exchange available from the following sources: 

i)    the   Governments'   own   foreign   exchange 
resources, as available from time to time; 

ii)    loans from credit agencies such as the Pakis- 
tan  Industrial  Credit and  Investment Cor- 
poration   and   the   Industrial   Development 
Bank of Pakistan; 

iii)    loans from foreign financial institutions such 
as   the   United   States   Development   Loan 
Fund, the World Bank, the Export Import 
Bank and the International Finance Corpora- 
tion; 

iv )    credits from foreign countries; 
v )    foreign investment; 

vi)    bonus vouchers. 

Industrial licences are not interchangeable; a 
licence for the import of capital goods is not valid for 
the import of raw material; a licence for spare parts 
cannot be used to import raw material nor can a licence 
for the import of raw material be used for machinery 
or spare parts. 

Industrial licences are not transferable; they can- 
not be sold, purchased or otherwise transferred. Simi- 
larly, goods imported under industrial licences cannot 
be transferred or used for any purpose other than that 
specified in the licence. 

Recognized industrial consumers have to submit 
licence forms (automatic licensing) through a 
nominated bank. In the case of consumers applying 
for the first time, applications have to be made on 
forms prescribed for: 

i )    Capital machinery, 
ii)    Spares for machinery, 

iii )    Raw materials. 

(c)    Location of industrial enterprises 

There are no laws governing the location of in- 
dustrial enterprises as such, but the establishment of 
industries in under-developed areas of the country is 
encouraged by incentives such as tax holidays. This 
is done under the provisions of the Income-Tax Exemp- 
tion of Industrial Undertakings Rules, 1959. Under 
these rules, industrial undertakings established between 
the 1 April 1959 and the 30 June 1970 are entitled 
to tax holidays for periods of six, four and two years, 
depending upon the areas where they are located, as 
indicated below: 

( i ) A reas eligible for the tax holiday for six years 
1 )    The whole of East Pakistan excluding the 

cities of Dacca, Narayanganj, Chittagong and 
Khulna and  areas within a radius of ten 
miles of the municipal limits of these cities. 
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2) All areas of West Pakistan lying to the west 
of the line represented by the river Jhelum 
to the poiiM of its confluence with the 
Chenab, the river Chcnub from this point to 
the point of its confluence with (he Panjnad, 
the Panjnad to the point of its confluence 
with the Indus and the river Indus there- 
after, but excluding the Tehsils of Peshawar, 
Nowshera, Mardan and Rawalpindi and also 
excluding Karachi. 

(ii) Areas eligible for the tax holiday for   four 
years 

I )    The cities of Dacca, Narayanganj, C'hittagong 
and Khulna and the areas within a radius of 
ten miles of the municipal limits of these 
cities. 

2)    The whole of West Pakistan excluding the 
areas eligible for the tax holiday for eight 
and four years. 

(in) Areas eligible for the lax holiday for two 
years 

The Tehsils of Nowshera, Mardan. Rawalpindi, 
Jhelum, Sialkot, Gujranwala, Lahore, Lyallpur and 
Multan and the Talukas of Sukkur and Hyderabad and 
Karachi. 

Industries generally tend to gravitate round big 
industrial towns where infrastructure facilities of 
power, land, water, trained labour and means of 
communications are readily available. 

The Government is fully conscious of the fact 
that clustering of industries around a few towns 
entails many additional costs inherent in rapid 
urbanization besides the numerous social problems in 
the long run. Considerations determining the location 
of industries differ from industry to industry. For some 
industries such as cement and steel, proximity »o raw 
materials is essential. While for others, factors such 
as availability of skilled labour, or easy access to 
markets are more important. Export industries are 
more competitive if located near port towns but this 
factor has to be weighed against possible advantage 
from proximity to raw material such as natural gas 
or power supply. Subject to these considerations the 
Government would continue to sanction industries 
for locations where they would maximize contribution 
to economic growth subject to exceptional considera- 
tion of intra-regional disparities. The Government 
has already taken a number of measures designed to 
ensure dispersal of industrial activity in the backward 
and rural area. These include higher tax holidays 
for industries set up in under-developed regions and 
setting up of industrial estates in under-developed 
regions. 

(d)  Exemption    from    income-tax    and    other 
taxation facilities 

i)   Industries based on indigenous raw material 
and those  specified by the CBR  (Central 
Board of Revenue) enjoy complete exemp- 

tion from income tax for a period of two 
to six years depending upon the areas in 
which these industries have been set up 
provided the requisite conditions are satis- 
tied. 

ii) The benefit of tax holiday has also been 
extended to hotels which may be established 
in Pakistan on or after the 1 January I960 
and which fulfil certain conditions laid down 
by the Government in its behalf. 

iii) A company is liable to income tax at the 
rate of 30 per cent and super-tax at 30 
per cent. Rebates of super-tax are. how- 
ever, allowed as shown below: 
1 )  a rebate of five per cent is allowed in 

the case of every company, declaring 
dividends  in  Pakistan; 

2 )  if such a company is a public company 
(technically known as a company in 
which the public arc substantially in- 
terested) a further rebate of ten per cent 
is allowed; 

3) if such a company is not a public 
company as indicated above but has 
given an undertaking to convert itself 
into such a company by the end of June 
1970, a renate ot five per cent is 
allowed; 

4) if the total income of company which 
satisfies the condition mentioned at 
iii(l) and its income exceeds Rs. 
50.000, a further rebate of five per cent 
is allowed; 

5) if such a company's total income does 
not exceed 100,000 rupees and it 
derives income from industrial under- 
takings, a rebate of five per cent is al- 
lowed on such income; 

M  if such  a company derives income   or 
the    exploration    and    extraction    of 
approved mineral deposits, or from the 
processing or canning of food, vegetable, 
fruit, and similar items, a rebate of 10 
per cent is  allowed. 

All   companies   incorporated   in   Pakistan   are 
assessed for tax at company rates.   Foreign corpora- 
tions or associations of persons do not ipso facto 
qualify for assessment as 'companies', and have to 
apply to the Central Board of Revenue for permis- 
sion,   which   is   readily   granted  in   all   appropriate 
cases. 

¡v)   Liberal rates of depreciation allowance have 
been provided for new industries, 

v) Exemption from tax is allowed in respect 
of investments in initial or fresh issue of 
share capital of approved industrial com- 
panies (including transport, finance and 
insurance    business)    which    provides   an 
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incentive   for   industrialization   and   '.apital 
formation. 

vi ) Special concessions have also been provided 
to industries engaged in the exploration and 
extraction of oil, gas and other mineral 
deposits in Pakistan. All expenditure 
incurred by business enterprises on scientific 
research and contributions or grants made 
by it to an approved association, college, 
polytechnic or similar institution engaged in 
scientific research or technical training, is 
allowed as a deduction from taxable profit 
like any other current business expenditure. 
In addition, exemptions for a period of 
three \-.irs is available to foreign technicians 
who are engaged in undertakings established 
in Pakistan. Further, tax-on-tax is also 
foregone in the case of these technicians for 
a period of five years if the employer 
undertakes to pay the tax after the period 
of exemption. 

vii) Interest payable to foreign lenders by 
industrial undertakings in Pakistan in respect 
of approved loans receive from abroad 
cither in cash or in the shape of capital, 
equipment, plant or machinery is exempt 
from Pakistan tax provided the country 
from which the loan has emanated exempts 
such interests from its own tax or agrees 
to give credit in the home assessment of the 
lender for the tax normally payable on this 
income in Pakistan. Where a foreign 
country levies any tax on such interest 
income in the home assessment of the 
lender, the rate of Pakistan tax on this 
income is reduced to the same level, 

viii) Relief from double taxation is available for 
foreign investors from countries with which 
Pakistan has an agreement on double 
taxation  relief. 

ix) Foreign investment is encouraged by the 
exclusion of foreign companies' holdings for 
determining whether a company is a com- 
pany in which the public is substantially 
interested or not. 

(e) Licensing of factory establishments 

The Factories Act, 1934, regulates the conditions 
of operation of industrial undertakings. All new in- 
dustrial undertakings employing twenty persons or 
more and using nower are required to register under 
Clause 2(J) of the Act, by making an application to 
the Chief Inspector of Factories. 

(f) Control of raw materials 
Industrial consumers are those actual users who 

import machinery, accessories, spare parts and raw ma- 
terial for use in their own manufacturing process. 
They include a person, group of persons, proprietary/ 
partnership firm or limited company.    Industrial con- 

sumers or units manufacturing similar products which 
arc close substitutes of each other fall under one in- 
dustry. Some examples of this are the soap industry, 
textile industry, cycle industry, and diesel engine in- 
dustry. For import control and the issue of licences, 
industrial units are treated according to the basis ap- 
plicable to their industry. 

Classification of units. I'nits under an industry 
may be: 

a )    Recognized: 
b)    unrecognized; 
c )    New units; 
d )    Units set up by public corporations. 
Recognized units arc those which have been set 

up under proper government sanction and have already 
been admitted to licensing. These units are issued 
with licences according to the import policy in force 
on the basis of their entitlements. 

Unrecognized units are those which have been set 
up without proper government sanction and which are 
not registered. These units are not admitted to normal 
industrial licensing. 

New units sanctioned by the Government arc 
given licences for the import of machinery and plant on 
the recommendation of the appropriate authority. New 
units which are ready to go into production are con- 
sidered for the issue of licences for raw material on 
the recommendation of the sponsoring authority. 

Units set up or controlled by public corporations 
(e.g. EPIDC, IWTA, WAPDA) are issued with li- 
cences according to recommendations made by the 
public corporations concerned against their own alloca- 
tions of foreign exchange. When any of the units set 
up or controlled by public corporations are handed 
over to the private sector, they will be licensed accord- 
ing to the procedure applicable to recognized industrial 
units of the industry concerned. 

Small-scale industrial units. Industrial units 
which qualify for assistance from small-scale industries 
corporations are not generally granted direct licences. 
Bulk licences are, however, issued to corporations to 
cater for the requirements of smaller units. 

Industrial licences. Licences issued to industrial 
consumers are stamped "industrial consumer." Licen- 
ces for capital machinery (including balancing and 
modernization), spare parts and accessories, and raw 
material are issued separately. 

Approved entitlements of industrial consumers. 
Approved entitlement means the half-yearly assessed 
requirement of an industrial unit, recognized by the 
licensing authority for the issue of licences for imports 
of raw material and spare parts. 

Industrial pass books. Pass books are issued to 
industrial consumers showing items of maintenance 
spares, ITC classification and value of entitlement. 
They may als< show the entitlement of raw material. 
These book? >;e!p banks in opening letters of credit for 
maintenance spares and also for raw material. 
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(g)    Laws governing control of power supply 

The development of electric power facilities in 
the country is generally controlled by the two water 
and power development authority acts namely the 
West Pakistan Water and Power Development 
Authority Act 1958 in West Pakistan and a similar 
Act of 1958 in ast Pakistan. The electricity supply 
industry as a whole, is governed by the Electricity Act 
1910 as amended from time to time and the electricity 
rules framed thereunder. 

Under the above Act, the Government may grant 
a licence to any person for a specified period of time 
in any declared area and the licensee has then to carry 
out his business according to the rules and regulations 
contained in the Act and the Rules. 

The Water and Power Development Authority, 
for the purposes of the Electricity Act of 1910, is 
deemed to be a licensee and has all the powers and 
discharges all the obligations of licensee under the Act. 

Subject to the provisions of the above law. the 
Authority derives its powers of control over water and 
power houses and grids under West and East Pakistan 
Water and Power Development Authority Acts, 1958. 
Under this Act, the Authority has control over the 
operation of all power houses and £»rids including an- 
cillary works. 

(h)    Control of import of technical know-how 
There are no laws governine the import of tech- 

nical know-how as such but industrial establishments 
in the country are encouraged to acquire technical 
know-how through relevant provisions relating to royal- 
ties, patents, copyrights, trade marks and the employ- 
ment of foreign materials in specified jobs for which 
Pakistani talent is lacking. Generally speaking, techni- 
cal know-how is encouraged through foreign invest- 
ments, joint ventures and counterpart training in Pakis- 
tan and abroad. 

(i)    Company law administration 

Business in Pakistan may be organized as a sole 
proprietorship or partnership, or as an unincorporated 
or incorporated association. 

Foreign investors establishing enterprises in 
Pakistan ordinarily form corporations or 'companies,' 
as corporate enterprises are known in Pakistan. The 
basic legislation governing the establishment and 
operation of incorporated enterprises is the Companies 
Act, 1931, and that pertaining to partnerships is the 
Partnership Act, 1932. 

Foreign investors may organize a Pakistani com- 
pany or participate in a Pakistani company already 
formed, subject to the same company regulations as are 
applicable to Pakistani investors. They may also esta- 
blish a branch or a subsidiary of a foreign company in 
Pakistan by registering the branch or the subsidiary un- 
der the Indian Companies Act, 1913 (as amended for 
Pakistan). 

Companies formed in Pakistan 

A company may be formed in Pakistan bv regi*. 
(ration with the Registrar of Joint Stock Companies of 
the memorandum and articles of association The 
memorandum, which is the constitution of the com 
pany. describes the name, address, and objectives of 
the company. The articles of association contain the 
rules which are to govern the company's operations 
Before any issue of public shares mav be made, a 
prospectus, or a statement in lieu of a prospectus. ma\ 
be filed with the Registrar The Companies Act. 1913. 
lays down the details rearding the information which a 
prospectus must contain 

Companies incorporated abroad 

Special provisions relating to companies incor- 
porated in foreign countries are contained in Section 
277 of the Indian Companies Act. 1913 (as amended 
for Pakistan). A business established in Pakistan by 
a foreign company is required to register in the pro- 
vince in which it is to be located and to place on file 
the following: 

1 )    the charter and articles or other instrument 
definine the constitution of the company, 
list of the company directors and managers; 
address of the principal office of the com- 
pany fin the country of origin); 
names and addresses of one or more persons 
resident in Pakistan, authorized to accept anv 
legal notice served on the company; 
the full address of that office of the company 
which is to be deemed as the principal place 
of business of the company in Pakistan 

A business established in Pakistan bv a foreign 
company is also required annuallv to file three copies 
of a detailed balance sheet with the Registrar of the 
province in which it is located 

k.   CtmUHmn f«v«n»htfl *«Wk mmé private 

1.    Fields of investment open to different types 
of investor 

According to the industrial policy of the Govern- 
ment, the whole field of industry is open to the private 
sector with the exception of certain strategic industries 
and industries of national importance.   The only reser- 
vations (which exclude the private sector) are; 

i )    arms and ammunition of war; 
ii)    railways, air transport and telecommunica- 

tions; 
iii)    atomic energy. 
Public sector investments in fields other than these 

have only been in projects for which private capital 
has not been forthcoming or which have been capital- 
intensive and technologically complex. Public-sector 
industries have been entrusted to the two provincial in- 
dustrial development corporations, which are willing to 
disinvest and transfer ownership to the private sector 

2) 
3) 

4) 

5) 
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should the latter be inclined to take over any project at 
preseat wndcr their control 

Private investments can be made eiihcr wholly of 
local capita! or m collaboration with foreign capili' 

Foreign investment is paru« ularlv welcome in tlu 
following industries 

Special steel, 
Ferro-chrome. 
Modern agricultural machinery and implements 

including plant protection equipment and 
appliance*; 

Stationer) and marine diesel engines, 
Textile machinery and spares (cotton, jute, wool 

len and ravon textiles, ginning and process 
ine) ; 

Pumps, 
Machine tools 
Manufacture and assembly of traetois and spare 

parts; 
Manufacture and assembly of mechanically pro- 

pelled vehicles and spare parts. 
Light engineering workshops and manufacture of 

miscellaneous machinery; 
Heavy chemicals; 
Basic manufacture of drugs and pharmaceuticals; 
Basic manufacture of insecticides and pesticides. 
Cellulose and other special paints (including pig- 

ments, dry paints, etc ). 
Coal carbonization, 
Carbon black; 
Glass (including neutral scientific laboratory glass, 

bulbs, shells, ampoules and vials). 
Asbestos cement products. 
Agricultural and industrial wastes. 
Oil and gas prospecting and development. 
Natural gas transmission. 
Natural gas distribution. 
Fertilizers, 
Synthetic rubber 
Thir. list is illustrative only and by no means 

exhaustive. 

2.    Investment services: the Investment 
Advisory Centre 

To provide the information required to attract 
foreign capital, and to ensure sound programming of 
long-range development programmes, the Government 
of Pakistan established an Investment Advisory Centre 
in collaboration with the United States AID The Cen- 
tre was incorporated under the Companies Act on the 
16 January 1963 ¿¡id commenced operation in Septem- 
ber 1963 An office of the Centre has also been 
opened in Dacca (East Pakistan). 

The Centre is made up of the departments of 
economics, engineering, finance, and marketing, which 
serve industry at every level of development. Briefly, 
the economics department evaluates the factors which 
will atTect an industry, evolving stat sties and data 
The engineering départaient supervises the facilities and 

methods employed by the Centre's clients. The finance 
department counsels the clients on money matters. 
The marketing department provides the client with data 
regarding his market, and recommends suitable market- 
ing policies 

3     Protedure to he fallowed hv an entrepreneur 
in establishing a new iiulustry 

All applications for establishing new industrial 
undertakings in Pakistan in which foreign investment 
is involved are to he made on a prescribed form in 
quadruplicate to the vice-chairman. Department of In- 
vestment Promotion and Supplies, Government of 
Pakistan 

Along with the prescribed form, the applicant 
should furnish the terms and conditions of any agree- 
ment between the foreign investor and the Pakistani 
participant and a copy of the draft agreement, if pos- 
sible. Any other information not covered bv the 
prescribed form which the applicant desires to supply 
to explain or justify the feasibility of the project, may 
be given in a covering letter which should be sent in 
quadruplicate along with the forms. 

The Department of Investment Promotion and 
Supplies will have the technical and financial aspects of 
the scheme examined in consultation with the appro- 
priate departments and ministries of the Government of 
Pakistan 

After registering with the Registrar of Joint Stock 
Companies fscc section A. 3(h) abovel and obtaining 
consent to issue capital fsee section A. 3(a) above], 
the investor has to apply to the Chief Controller of Im- 
ports and Exports for licences. 

An investor in possession of permission from the 
f ¡ovcrnment to set up an industry is required to submit 
an application for the issue of an import licence for 
plant and machinery 

In cases where foreign investment is involved, the 
import application should be sent to the Director Gen- 
eral, Department of Investment Promotion and Sup- 
plies, Ministry of Industries. Government of Pakistan, 
Karachi, who will act as the sponsoring authority and 
forward the application to the Chiet Controller of Im- 
ports and Exports, Karachi, for issue of the necessary 
"investment import licence." 

All import applications must be accompanied by 
the suppliers' original quotations for machinery, and a 
photostat copy of the Government's permission letter 
for the establishment of the undertaking. The amount 
of the machinery to be imported should in no case ex- 
ceed the amount originally applied for on the pre- 
scribed application submitted and approved by the De- 
partment of Investment Promotion and Supplies. 

Applications for licences to import raw materials 
and spares by industrial undertakings, whether foreign 
or local, established in Pakistan, are made to the Direc- 
tor of Industries in Fast or West Pakistan, at Dacca or 
Lahore as the case may be.   The issue of licences for 
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raw materials rests with the government of the province 
where the industrial unit is located. 

On receipt of permission from the Government, 
investors, foreign or local, should contact the Director 
of Industries in East or West Pakistan, at Dacca or 
Lahore as the case may be, for any assistance they 
may require for such facilities as land, power, water, 
railway sidings and building materials. A monthly 
progress report must also be submitted to the Depart- 
ment of Investment Promotion and Supplies and to 
the Director of Industries in the Province where the 
enterprise is to be located until the plant starts 
operating. 

c.   Custom« dutta «nd text« 
I.    Customs duties on raw materials 

and components 
The tariff policy regarding raw materials and 

semi-finished vis-à-vis fully manufactured articles is 
that rates are graduated according to the degree of 
manufacture with raw materials paying lowest and 
completely finished articles paying the highest rate 
of customs duty. 

The tariff policy regarding components is that 
they should be taxed at the rate of the complete unit 
provided it can be established that the components in 
question are exclusively usable with or as a part 
of the complete unit. 

No sales tax is charged on the raw materials if 
imported by a licensed manufacturer. 

The average rate of customs duty on industrial 
goods are as follows: 

(a) Machinery and other capital goods at 25 
per cent ad val. (The Government has 
provided the following incentives for indus- 
trial development: 

i) duty on machinery to be installed in 
in the under-developed areas of the 
country is realized at 20 per cent only; 

ii) duty at the time of import of machinery 
is realized at IS per cent in cash and 
the balance becomes payable in six 
yearly instalments after a grace period 
of two yean [interest is charged on the 
deferred payment]; 

iii) full duty payable on machinery is 
deferred for export industries and pro- 
ducer goods industries and becomes 
payable in the manner indicated at (ii) 
above; 

iv) five per cent reduction is granted to 
industrialists whose machinery com- 
ponent does not exceed half a million 
rupees in value if such machinery is 
imported for the initial setting up of 
a complete unit. This measure helps 
the small investors). 

(b) Raw materials for producer goods industries 
at 20 per cent ad val. 

(c) Raw materials for consumer goods industries 
at 30 per cent ad val. 

Certain industries such as radio assembly, 
pharmaceutical industry are refunded a part of the 
duties paid by them on raw material after the 
manufacture of goods therefrom has been completed. 

2.    Taxes affecting industry 

(a) Corporate taxation 
The present rate of corporate taxation is basi- 

cally 50 per cent for public companies and 55 per 
cent for private companies — that is, companies in 
which the public are not substantially interested. A 
rebate of five per cent is admissible to industrial 
companies with an income of up to 50,000 rupees 
in any year. 

(b) Excise duty 
The commodities which contribute the major 

share of central excise are tobacco, petroleum pro- 
ducts, motor spirits and kerosene oil, textiles, sugar, 
tea, cement, matches, salt, vegetable products, mild 
steel products, soap, beverages, jute manufactures, 
cosmetics, paints and varnishes, tyres and tubes, elec- 
tric bulbs and boot polish. 

Excise duties are used as a tool of fiscal policy 
to   ensure   balanced   development   of   the   country. 
Excise duties in 1964/65 were as follows: 

Cotton fabrics 
Fine cotton fabrics 31 paisa per square yard 
Medium cotton fabrics 19 paisa per square yard 
Coarse cotton fabrics     6 paisa per square yard 

Tobacco 
One   rupee   per   pound   for   tobacco   used   in 
cigarettes and sixty paisa per pound for all other 
tobacco. 

Cigarettes 
Cigarettes if value per thousand: 
i) does not exceed Rs. 10/-   Rs.     1/- per thousand*1 

ii) exceed Rs. 10/- but does 
not exceed Rs. 14/- 

iii) exceeds Rs. 14/- but does 
not exceed Rs. 20/- 

iv) exceeds Rs. 20/- but does 
not exceed Rs. 26/- 

v) exceeds Rs. 26/- but does 
not exceed Rs. 35/- 

vi) exceeds Rs. 35/- but does 
not exceed Rs. 45/- 

vii) exceeds Ri. 45/- 
» +25% surcharge 

Non-essential vegetable oils 
Seven rupees per hundred-weight on all power- 
produced non-essential vegetable oils; cottage in- 
dustry is exempt. 

Tyres and tubes 
30 per cent ad valorem on tyres and tubes for 
motor vehicles and 15 per cent ad valorem on 
all others. 

Rs. 4/- per thousand" 

Rs. 12/- per thousand* 

Rs. 22/- per thousand 

Rs. 34/- per thousand 

Rs. 45/- per thousand 
Rs. 56/- per thousand 
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(c)    Sales tax 
Under  the  Sales  Tax   Act,   1951,  sales  tax   is 
payable: 

i) on   poods   imported  into  Pakistan,  by   im- 
porters; 

ii ) on goods produced Manufactured in Pakis- 
tan by producers/manufacturers; 

iii) on goods sold by a licenced wholesaler; 
iv) on goods exported, by the exporter (only in 

respect of a few specified items). 

The tax is payable at a standard rate of 15 per 
cent ad valorem. Special rates exist for certain 
specified categories and some items arc exempted 
altogether as given below: 

i) machinery of all sorts, not otherwise 
specified operated by power of any descrip- 
tion (including tractor«) such as is used in 
any industrial process, including the genera- 
tion, transmission and distribution of power, 
or used in processes directly connected with 
the extraction of minerals and timber, 
construction of buildings, roads, dams, 
bridges and similar structures, and the 
manufacture of goods; 
component parts, including spare parts of 
machinery as defined in item(i), which have 
been given some special shape, size and 
quality essential for their being used as such; 
apparatus and appliances not otherwise 
mentioned, specially adapted for use in con- 
junction with machinery as defined in 
itcm(i); 
mechanical and electrical control and trans 
mission gear adapted for use in conjunction 
with machinery as defined in itemi i ), 
including belting of all types designed for 
use with machinery as defined in itemii), 
driving chains, switch boards, switches or 
fuses assembled in iron clad cases, copper 
wire and cables insulated with impregnated 
paper, electrical, earthen-ware and porcelain, 
not otherwise specified; 

v)   component   parts   including  spare  parts  of 
goods enumerated in item (iv). 

This exemption shall not effect the tax payable 
on   the  raw   materials  from  which  such goods   are 
produced or manufactured. 

All goods (other than ginned cotton) as are 
manufactured or produced in Pakistan (including raw 
materials used in their manufacture or production), 
are sold for delivery outside Pakistan and are actually 
so delivered are exempted. 

Where such tax has already been paid by a 
person not licensed under Section 9 of the said Act 
to a licensed manufacturer or a licensed wholesaler 
on any goods to which this notification applies, the 
amount of the tax so paid shall be refunded to such 
a  person  in  accordance with the provisions  of the 

ii) 

iii) 

IV) 

said Act and in such manner and to such extent as 
may be prescribed. 

(d)    Wealth tax 

This tax was levied for the first time in 1963 ott- 
under the Wealth Tax Act, 1963. as a measure to 
discourage the concentration of wealth in a few 
hands. 

Tax rates were: 
On first On next On the 

Rs. 400,000    R.i. Ì million      balance 

1 % 
Nil 
r; 

I Vi % 
Nil 

\r'r 

Individual Nil 
Public companies   Nil 
Private companies  Nil 
Partnerships were exempt but the share of each 

partner was assessable along with his oilier assets. 
In   1964 65 this was revised.    The tax was re- 

moved from private companies and the rate for in 
dividuals was increased from  I Vi   to 2 per cent on 
slab  or   net   wealth   exceeding   3.4   million   rupees, 
subject to a maximum of 15 per cent of total income. 

(e) Capital gains tax 
This tax was also levied for the first time in 

1963/64. Where a capital asset is disposed of 
within six months, the gain is treated as income and 
taxed accordingly. If it is disposed of after six 
months to five years, it is taxed at the current capital 
gains tax rate. Gain from the sale of assets after 
five years is taxed at half the present rates. 

(f) Other features of taxation 
Tax holidays for six, four and two years are 

granted to industries [see section A.3(c) above]. 
Apart from the industries specified above, 31 indus- 
tries based on indigenous raw materials will also 
qualify for the tax holiday. 

The mining industry will be given a 10 per cent 
rebate in addition to existing concessions (as a tax 
holiday ). 

A tax rebate of 15 per cent is allowed to Pakis- 
tani enterprises in respect of income from foreign 
operations remitted to Pakistan. 

Foreign technicians enjoy tax exemption for three 
years. 

IV.    MARKET ANALYSIS AND SURVEYS 

Market analyses and surveys in the industrial 
field are generally understood to be a function of 
private undertakings. Where public-sector under- 
takings are concerned, separate information on market 
analyses and surveys is difficult to obtain, as aspects 
related to markets are invariably covered by the fea- 
sibility studies undertaken in respect of selected 
industries. For example, the Pakistan Industrial 
Credit and Investment Corporation (PICIC) has had 
feasibility studies conducted of over twelve major 
industrial projects and most of these have included 
marketing aspects. A few studies are mentioned 
below. 
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P1CIC studies 
Three studies, two by foreign experts and one by 

PICIC staff, were made on the cement industry. The 
scope was limited to determining the size of the 
market, and the need for and location of additional 
capacity. 

As a result of these studies, two large projects 
have already been established while a third project is 
ncaring completion. All these projects have been 
sponsored in the private sector. More projects are 
under development. 

Two studies, one by foreign experts and one by 
PICIC staff, were prepared on the paper industry. 
The reports assessed the present and potential mar- 
ket and recommended the size of additional capacity. 
The studies were instrumental in the sanctioning of 
loans for one large-sized paper mill and two small- 
sized fine paper mills. 

A feasibility study was prepared by foreign 
consultants to determine the feasibility of manufac- 
turing hardboard from cotton stalks, and the market 
for the same. On the recommendation of this report, 
a loan was sanctioned to a private party for the 
manufacture of hardboard from cotton stalks. 

A study was made by Japanese consultants to 
determine the market prospects of gypsum board in 
Pakistan and to recommend the economic size of a 
plant. On the basis of this study, a loan for the 
manufacture of gypsum board is under active 
consideration. 

A study was made by foreign experts to deter 
mine the market prospects for the local manufacture 
of outboard engines for propelling country-boats in 
East   Pakistan   waterways.     The   report   is   under 
examination. 

PICIC has also conducted market analyses on 
(a) scooters and motor-cycles; and(b) on refrigerators 
and air-conditioners. Also a market study was jointly 
carried out by I ACT and PICIC in 1964 on "Com- 
mercial vehicles (trucks and buses)". 

Investment Advisory Centre surveys 
The Pakistan Investment Advisory Centre pro- 

vides services for the conduct of market analyses and 
surveys.    In the eighteen months it has been working, 
it has conducted the following surveys: 

1 )    Preliminary   report   on   essential  oils  and 
essences 

A helpful study giving technical and 
chemical information plus names of foreign 
manufactures, exporters, Pakistani agents, 
bibliography, and so on. 

2 )    Export potential for fresh fruits 
A preliminary report on export poten- 

tial only. 
3)    Fruit-juice market appraisal 

A survey of West Pakistan fruit pro- 
cessing industries. 

4) Cement export prices 
A study of cement export prices. 

5) Survey of paper containers for milk 
A true picture of the market potential 

for "Tetra Pak" milk containers (a Swedish 
process). 

6) Market survey for tube-well and irrigation 
sdwnd 

A  survey  of tube-well  and  irrigation 
pumps for East and West Pakistan. 

7) Survey of the market for non-woven fabrics 
Present and anticipated market in 

Pakistan for specialized non-woven fabrics 
(manufac'ured from jute, cotton and the 
like). 

8 )    Chicken feed industry survey 
Present sources of chicken feed and the 

prospects for developing the chicken feed 
industry using indigenous raw materials. 

9 )    Poultry and egg market 
Market  for  broilers  and  eggs  in   the 

Karachi area. 
10)    Survey of truck  and bus requirements in 

Pakistan 
Development of a work plan and super- 

vision  of a  survey  report  prepared by  a 
development bank. 

11 )    Insulation tape project 
A complete market study for insulation 

tape in West Pakistan. 
12)    Cement plant for Kohat area 

Evaluation of a feasibility study for a 
cement plant in Kohat. 

13 )    Survey for a proposed biscuit factory 
Present biscuit production capacity in 

West Pakistan and the nature and extent of 
the market which additional facilities might 
expect to capture. 

14) Bakery (bread) market survey 
A pre-investment survey for bread in 

the Rawalpindi-Islamabad sector. 
15) Cattle feed survey 

A survey of the domestic and export 
market for locally manufactured balanced 
cattle feeds. 

16) Glassine and grease-proof paper 
Evaluation of the marketing aspect of 

a feasibility report prepared for a proposed 
plant. 

17) Ball-point pens and refills 
Evaluation of a feasibility report pre- 

pared by an engineering firm on this project. 
18) Cardboard market in Pakistan 

Market for cardboard in Pakistan and 
the need for additional production capacity. 
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19) Dry-(ell batteries 
Confirmed yearly consumption and in- 

crease in Pakistan. 

20) Automobile and truck assembly in Pakistan 
Number of buses, trucks, jeeps and pas- 

senger cars assembled in Pakistan. 

21 )     Opinion   on   cement   project   of   Shaiqan 
Industries 

22)     Opinion on marketability of spark pittas 

V.    MOBILIZATION OF CAPITAL FOR 
INDUSTRIAL DEVELOPMENT 

a.   Rate of capital investment in industry 
1. Background 

Partly because of Government patronage and in- 
centives and partly because of its own initiative, private 
enterprise in Pakistan has played an active role in 
accelerating the industrial development of the country. 
It is, however, extremely difficult to describe adequately 
and precisely the role of private enterprise in indus- 
trializing the country at such a fast rate. There arc 
several indicators of such progress. First, there is the 
rate of capital issue (although it includes other 
economic sectors also), in 1947 (14 August to 31 
December), consents to capital issue amounted to no 
more than 56.8 million rupees (13 companies), but 
in 1959 the volume had increased to 746.8 million, 
the highest recorded so far. The statement of con- 
sents by year is given in table 3. 

T\BLL     3.     ('AIM I'M.    ISSUES    SANCTIONED.     1947-1964 

Amount 
Numbrr   of lanawned 

Year companiet (million Rs.) 

1947        13 56.8 
1948       122        197.6 
1949       KM        110.8 
1950        54 76.9 
1951        91        136.7 
1952      129       325.2 
1953      105       291.5 
1954       73       296.0 
1955      104       354.2 
1956       92       371.8 
1957       82       212.2 
1958       97       312.6 
1959   138 746.8 
1960   107 392.0 
1961   133 521.1 
1962   137 473.0 
1963   129 491.9 
1964 (June)       70       198.6 

The second indicator is the rate of investment in 
the industrial sector by private enterprise. Reasonably 
accurate data on investment are available from 1960 
onwards. This year marks the announcement of the 
Industrial Investment Schedule, a policy measure 
adopted by the Government of Pakistan to accelerate 
industrial  development.   Prior to   1960, which also 

marked the commencement of the second five-year 
plan (1960-1965), an indication of investment in 
industries is obtained from the provisions made in 
the first five-year plan. 

2.    First five-year plan (IVH-WM) 
The first plan (1955-1960) allocated 3,215 mil- 

lion rupees for investment in industries, of which 1,735 
million rupees was to be in the private sector and 1,480 
million rupees in the public sector. Planned public 
investment in large-scale industry, with the association 
of private investment in some cases, for the period 
April 1955 to March 1960 is shown in table 4. 

TABI r 4.    PLANNIT» PUBUC INVESFWNI  IN I *RO!:-SCAI r 

INDUSTRIES,   1955-1960 
(million  Rs.) 

Intlii</rv 

Sugar        
Woollen textiles       
Jute  goods        
Newsprint      
Card and strawboard   . . . 
Hardboard         
Caustic   soda        
Fertilizers        
Animal feed      
Pharmaceuticals   and   fine 

chemicals    
Penicillin and streptomycin 
Dyes         
Rosin and turpentine   . . . 
DDT       
Power  alcohol        
Cement        
Asbestos cement sheets  . . 
Iron     and     steel,      and 

rerolling         
Shipyards       
Gas   transmission       .... 
Gas distribution       
Productivity   Centre 
Industries   trading   estates 

Private I'uMir Tntal 
nvrttmrnt itmstmnt <"   ••<l»"*t 

100.9 182.4 2S3.3 
— 2.3 2.3 
50.0 150.0 200.0 
— 115.0 115.0 
— 49.8 498 
— 19.2 192 
— 3.5 3.5 
— 332.0 332.0 
— 5.0 5.0 

10.4 10.4 
— 24.1 24.1 

1.5 9.6 11.1 
0.6 1.0 1.6 

— 4.3 4.3 
4.0 2.0 6.0 

— 54.4 54.4 
1.4 0.6 2.0 

130.0 130.0 
— 109.5 109.5 
54.0 160.0 214.0 
36.0 18.0 54.0 
— 1.6 1.6 
— 7.4 7.4 

248.4 .392.1 1,640.5 

The following additional public investment in the 
small industry sector was intended: 

Research and advice 
Research on markets, product designs, materials, 
equipment, production techniques; study of par- 
ticular   industry    problems;   advice   to    small 
industries         3.0 million rupees 
State trading 
Import of raw materials and their distri- 
bution to small industries; purchase of 
small    industry     products,    and    export     of 
products        25.0 million rupees 
Provision of credit     20.0 million rupees 

Promotion, education and common facilities 
Promotion of co-operatives; promotion of hand- 
looms; establishment of model units; demonstra- 

J 
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tion and training centres; common facilities 
centres; small power units; small industries 
estates         38.5 million rupees 

Total         86.5 million rupees 

Detailed and complete statistics regarding capital 
invested and physical targets achieved in individual 
enterprises are not available but on the basis of com- 
puted data, it is estimated that private investment during 
the first plan period (1955-1960) was 1,100 million 
rupees and public investment, 770 million rupees. 
There was thus a shortfall of about 635 million rupees 
in the private sector and about 710 million rupees in 
the public sector. 

An account of investment in a few major indus- 
tries in the first plan period is given below. 

Cotton textiles 
In 1955, there were ninty-seven cotton textile 

nulls with an installed capacity of 1.6 million spindles 
and 20,000 looms, having invested productive capital 
of 530 million rupees. The lirst plan envisaged an 
increase of 0.6 million spindles and 18,695 looms at 
an estimated capital investment of 382.2 million 
rupees. A sum of 45 million rupees was also pro- 
dded for the modernization of existing units. Thus 
the total estimated investment was 427.2 million 
rupees, inclusive of a foreign exchange component of 
274.5 million rupees. 

The expansion provided for did not fully take 
place owing to the shortage of foreign exchange. 
I • igures for private investment are not available, but 
public investment was only 375 million rupees. Against 
the plan target of 2.2 million spindles and 38,695 
looms, there were only 1.93 million spindles and 
29,755 looms in 1960. 

Jute products 
In 1955, there were eleven jute mills with a pro- 

ductive capital of 185.6 million rupees. The first plan 
(1955-1960) proposed an increase in invested capital 
of 200 million rupees (150 million public and 50 
million private). In addition, a sum of 12 million 
rupees was provided for modernization. However, the 
actual total investment in the plan period was only 
63.2 million rupees (52.2 million public and 11.0 
million private). 

Fertilizers 
Investment in this industry has been wholly public. 

The total investment in the first plan period (1955- 
1960) was 202.3 million rupees on four units, two of 
which were completed and in production by 1960, 
and the other two were still under construction. The 
shortfall of investment amounted to 129.7 million 
rupees. 

Sugar 
In 1955, there were ten sugar mills in Pakistan 

with a capital investment of 86 million rupees. The 
first plan envisaged an increase in investment of 283.3 
million rupees (182.4 million in the public sector and 
100.9 million in the private sector).    In addition, a 

provision of 12 million rupees was made for balancing, 
modernization and so on. The shortfall in the public 
sector amounted to 103.0 million. Private investment 
figures are not known. 

Paper and board 
In 1955, one paper mill, one cardboard mill and 

one strawboard mill were in operation, with a total 
investment of 96.4 million rupees. In the first plan 
period, the following mills were to be set up: 

A newsprint mill at a cost of 115.0 million 
rupees, a hardboard mill at a cost of 19.2 million 
rupees, and a card and strawboard mill at a cost 
of 46.0 million rupees, all in East Pakistan. 
The latter two projects were not taken up, how- 

ever, and therefore out of a provision of 184.0 
million, only 148.8 million were utilized. 

Cement 
In 1955, there were live cement factories, of 

which two were in the public sector. Much of the 
work in the public sector related to expansion of the 
two units on which an investment of 36.5 million 
rupees was made during the first plan period. 

Chemicals and pharmaceuticals 
In the public sector, five units were set up (one 

sulphuric acid or superphosphate, one rosin and tur- 
pentine, one dyes and chemicals, one penicillin and one 
pharmaceuticals) at a total investment cost of 14.7 
million rupees. Plans for a caustic soda plant and a 
DDT plant could not be taken up. 

iron and steel 
There was no iron and steel production capacity 

before 1955. A proposal for an iron and steel plant 
in the public sector at a cost of 170 million rupees 
(foreign components 115 million rupees) was 
approved and preliminary work was undertaken in the 
first plan period, a sum of 30 million rupees being 
provided. Actual investment in investigations and 
testing amounted to 8.2 million rupees. 

Shipyards 
In 1955, there were twelve shipbuilding yards, 

dry docks and repair yards in the country, representing 
an investment of 35.3 million rupees. The first plan 
provided for an investment of 109.5 million rupees in 
the public and 6.1 million rupees in the private sector. 
Actual investment on Karachi and Narranganj ship- 
yards amounted to 97.5 million rupees. 

Natural gas transmission 
By 1959, the Sui-Karachi pipe line had been com- 

pleted at a cost of 84 million rupees. The first plan 
proposed an investment of 214 million rupees for pipe- 
lines from Karachi to Lahore and from Sylhet to 
Dacca. 

The performance of the private sector in indus- 
trial development has been spectacular in both the 
first (1955-1960) and second plan (1960-1965) 
periods. By 1961, total private investment sanctioned 
by the Government amounted to about 3,183 million 
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rupees.    Foreign investment in that year stood at 886 
million rupees. 

3.    Second five-year plan (1960-1965) 

A   general  idea   of   the   industrial  development 
planned from  I960 to   1965  can  be gathered from 
table 5. 

I IBI 1.   5.      I'(.ANNII)   INVISIMTNr   IN   INDI's I Kit S.   I960  1965 

(million Ks.) 

Inihtilry iniestmcnl 

Foods     produits     manu- 
facturing       315 
(including sugar) 

Beverages       4 
Tobacco  manufactures   . . 20 
textile  manufactures     . . 628 
Footwear  and  apparel   . 10 
Manufactures of wood   . . X 

;ind   cork      2 
r-uiniU're        2 
Pulp,    paper    and    paper 

products       22 
Printing and publishing   . 25 
Leather and leather goods 25 
Rubber   products     12 
Chemicals          181 
Petrochemicals        218 
Non-metallic mineral pro- 

ducts         239 
Basic   metal   industries 179 
Metal   products     48 
Machinery         89 
llectrical   machinery        . 62 
Transport  equipment   ... 51 
Miscellaneous industries  . 82 
Industrial   estates      — 
Small    industries    1 Public 

facilities)        — 
Working  capital        700 
Revolving   fund        228 

ViM-i 

58 371 

3,660 

— 4 
— 20 
115 743 
— 10 
— 8 

— 2 

50 72 
6.3 31.3 
— 25 
— 12 

447.57 628.57 
40 258 

46.1 285.1 
213 53 392.53 

5.75 53.75 
6.9 95.9 
— 62 
49.25 100.25 
11.9 93.9 

100 100 

284 284 
— 700 
— 228 

1,460 5,120 

The bieakdown of ihe total planned development 
expenditure by regions was 2,282 million rupees for 
Hast Pakistan and 2.838.5 million rupees for West 
Pakistan, inclusive of Karachi. 

4. Third five-year pian (1965!970) 

In the third plan, 13,000 million rupees, or 28 
per cent of the total investment, has been earmarked 
for industrial development. This will be a little less 
than two and a half times larger than the es- 
timated actual investment of about 5,800 million 
rupees during the second plan. The target for 
(iovcrnment-linanccd investment is 4,750 million 
rupees. This will be largely invested through 
the Industrial Development Corporations of the 
two provinces. A total investment of 8,300 mil- 
lion rupees is expected in the private sector. Par- 
ticular attention has been paid to the needs of East 
Pakistan. Of the government investment of 4,750 
million rupees, the allocation for East Pakistan is 
3,000 million rupees.    This is more than three times 

the estimated investment during the second plan and 
is larger than the allocation for West Pakistan in the 
third plan. 

5.    industrial Investment Schedules 

The main instrument of industrial sanction is the 
Industrial Investment Schedule, which is intended to 
accelerate industrial development. Three Schedules 
have been announced so far. The first Schedule was 
announced in 1960 and was intended to cover the 
second plan period (1960-1965). Within two years 
it was over-fulfilled. It had 107 items covering 
almost all industrial fields and envisaging an invest- 
ment of 2,844 million rupees, of which about 1,700 
million rupees represented the foreign component and 
1,140 million rupees internal capital. Within two 
years, sanctions accorded amounted to 3,760 million 
rupees, exceeding the provision by about 40 per cent. 
To keep up the buoyancy of the private sector, the 
Government had to announce a Revised Schedule in 
February 1963, envisaging an investment of 1,520 
million rupees; of this, 890 million rupees represented 
the foreign component and 630 million rupees in- 
ternal capital. The Revised Schedule listed 114 
items. 

The position of sanctions covering both the 
schedules for the period July 1960 to December 1964 
is given in table 6. 

TABU: 6.    INDUSTRIAL INVESTMENTS SANCTIONED, 

JIIY  I960 TO DECEMBER  1964 
(million  Rs.) 

internal        External 

West Pakistan 
New capacity       
Balancing and modernization 

East Pakistan 
New  capacity       
Balancing and modernization 

,468.9 
271.8 

2.105.1 
335.4 

3,574.0 
607.2 

656.5      885.4    1,541.9 
72.9        86.8       159.7 

2,470.2    3,412.7    5,883.0 

The share of the public and private sectors 
underwent a change during the period 1949/50 to 
1964/65. The share of the public sector in total 
investment increased from 30 per cent in 1949/50 
to about 55 per cent in 1964/65. Much of the public 
sector investment went into infrastructure, laying the 
basis for greater opportunities in the private sector 
in the coming years. The estimate of total private 
investment in the second plan (1960-1965) was 
8,380 million rupees, of which the provision for in- 
vestment in industries was 2,732 million rupees. 
Against thi sanctions have exceeded 5,880 million 
rupees, as sho  n in table 6. 

Industriai Investii, nt Schedule for the 
third five-year plan: 

The third five-year plan (July 1965-June 1970) 
envisages an investment of 12,880 million rupees in the 
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industries sector of which 8,300 million rupees have 
been earmarked for the private sector. This implies 
more than 300 per cent increase over (he investment 
programme laid down in the second plan. The 
break-up of the third five-year plan provisions for 
i he government financing and private sector and for 
i lie two wings of the country is as follows: 

l'i„rin,. Frinite s:,h,r     l'„!  Total 

I .INI  Pakistan               3,8(10 3,000 6,800 
Wot   Pakisun         4. MM) 1330 5,830 

entic        - 250 250 

C.I.IIKI    total              8,300 4.580 12,880 

On account of certain unforseeable circumstances, 
the Government did not think it wise to immediately 
announce the complete investment schedule for the 
third live-year plan. It was thought better that until 
the resource position could be gleaned more clearly, 
the full programme tor the third plan may not be 
ullered for implementation. The first phase of the 
schedule was announced in November 1965. The 
lirst phase comprised sixty-three industries in the 
large and medium-sized sector and sixty-six industries 
in the small-scale sector and envisaged a total in- 
vestment programme of about 3,790 million rupees. 
I'hf experience of the first three months of the 
operation of the first phase showed that a number of 
investment proposals could not be processed by 
various sanctioning agencies either because the mone- 
I,H\ targets were inadequate or had been exhausted 
m because certain sectors in respect of which there 
was considerable enthusiasm amongst entrepreneurs 
thd not figure in the so-called hard-core programme. 
If allow the private sector to exploit the maximum 
investment opportunities, the Government reviewed 
the position and released the Comprehensive Indus- 
trial Investment Schedule in April 1966. The new 
Schedule covered 200 industries with an investment 
target of 10,880 million rupees. Regional break-up of 
the total investment  is as follows: 

f 'jullmn rufet-,t 
.',   ,,.i,i IM:   Imedii m \n,.,ll I „lai 

I ail   Pakistan                 4,556.4 468 1 5,024.5 
Weil    PaUslin      5,607.1 253 6 5,860.7 

Intal         10.163.5 721.7       10,885.2 

The relative provisions for two wings of the 
t'untry are in accordance with plan provision which 
is roughly 46 per cent for East Pakistan and 54 per 
cent for West Pakistan in the private sector. 

Of 10,885.2 million rupees, the engineering and 
electrical sector would take up 3,171.1 million rupees, 
chemicals 2,290.1 million rupees, textiles 3,271.5 
million rupees and miscellaneous 2,153.5 milion 
rupees. 

The break-up of the total investment provided 
in the Schedule according to three broad categories 
of goods produced is as follows: 

i)   consumer  goods  industries  4,545.6  million 
rupees; 

(i)   intermediate goods industiies 4,740.3 million 
rupees; 

tii)   investment goods industrie-.  1,423.5 million 
rupees. 

The comprehensive schedule provides separately 
for the large/medium sector on the one hand and 
for the small sector on the other. 

The criteria adopted in selecting industries for 
inclusion in the Schedule and their priority are the 
same as contained in the third plan, namely, import 
substitution, export earning and utilization of indigen- 
ous raw materials. Within the field of import sub- 
stitution, emphasis has been given to producer-goods 
industries in order to meet the country's growing 
requirements of capital goods and machinery by 
domestic production of those which are still being 
imported in the country in bulk either because of 
inadequacy of local manufacturing capacity or be- 
cause the quality of the local products is not ac- 
cording to requirements and specifications. In this 
context, defence requirements of imported non-war- 
like stores have also been kept in view. Industries 
catering to the requirements of essential consumer 
goods and services for domestic consumption have also 
been given priority so as to ensure competition and 
fair prices to domestic consumers. Care has also 
been taken to make substantial provisions for various 
labour-intensive industries so as to provide maximum 
employment opportunities consistent with économie 
production. Separate provisions for the two provinces 
are intended to reduce the existing disparity in the 
development of the two wings (with a large emphasis 
on public sector development in East Pakistan). 
It has not been possible to make separate provisions 
for less developed areas in each province but re- 
moval of intra-regional disparities must continue to 
be the objective of all sanctioning agencies. 

Some of the salient features of the Schedule 
are as follows: 

a) Production targets of various industries 
have been taken as the basis of planning 
investment requirements in foreign exchange 
as well as local currency. Sanctions for 
investment and capacities will exceed the 
financial and physical targets in order 
to: 

i) allow for the gap between capacity and 
actual  production; 

ii) ensure adequate supplies in the home 
market; 

iii)   fulfil export targets; 
iv) allow for setting up of competitive in- 

dustries and avoiding monopolistic 
trends; 

v)   take care of the rising costs. 
b) The physical targets laid down in the plan 

are based on estimates of existing produc- 
tion capacities as on June 1965, and the 
capacities   proposed   to   be   developed   by 
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June  1970.    The additional capacities pro- 
posed to be developed during the third plan 
period take into account the sanctions which 
have   not  yet  been   implemented   and   the 
additional demands which will arise during 
the plan period. 

In determining the production  targets for  1970. 
the  plan takes into account,  amongst  other factors, 
the production estimates for   1964-65.    In many of 
these  fields  sanctioned capacity  is  far  in  excess of 
estimated   production  figures  for   1964-65.    This  is 
because  all capacities sanctioned  have  not yet been 
established and in some cases there  is a large spill- 
over from the second plan into the third plan.    It is 
obvious that there will be a similar carry-over from 
the third plan into the fourth plan.    The sanctioned 
capacities have been taken as the criterion for laying 
down the financial provisions and fiscal targets.    Ac- 
cordingly the provisions in the Schedule are in excess 
of the planned production targets  to allow for time 
lags between sanctions and implementations. 

c) The Schedule covers twenty-three groups of 
industries which have been sub-divided into 
200 individual industries. The groupings 
and their sub-divisions largely follow the 
international industrial classification. 

d) The Schedule sets out the monetary and 
physical targets for both large- medium- and 
small- scale industries. A 'small industry' 
has been defined to be one having an in- 
vestment of up to half a million rupees ex- 
cluding cost of land. 

e) The Schedule spells out the industrial capa- 
cities which have already been developed 
or sanctioned in the country both in the 
public and private sectors. Needless to 
mention that one of the difficulties facing 
the intending investors, both foreign as well 
as local, has been the non-availability of 
data relating to sanctioned, installed and 
effective capacities. 

f) The Schedule sets out the import figures of 
various major items in the country. The 
data where available should help an intend- 
ing entrepreneur in determining the extent 
of import substitution. 

g) The Schedule indicates the export targets 
for a few major industries in which the 
country has either a known export potential 
or can build up exports. In laying down 
these targets, the country's natural or ac- 
quired advantages in the export market have 
been carefully analysed. 

Sanctioning procedure 
The most notable feature of the Industrial 

Investment Schedule for the third plan has been 
to exempt as much of the investment in industry as 
possible from the requirements of prior sanctions 
by   governmental   agencies.    No   sanction   of   any 

agency or institution is now necessary for industries 
based exclusively on locally available plant and ma- 
chinery and indigenous raw materials. Prior approval 
of any government authority is also not required in 
cases where the foreign exchange component of the 
investment can be found by the financing institutions 
viz PICIC and IDBP and the proposed investment 
is covered by the Industrial Investment Schedule. 
!t is only in respect of industries which are envisaged 
to be set up against foreign investment or under 
pay-as-you-earn scheme or bonus vouchers that per- 
mission of the Central Investment Promotion and 
Co-ordination Committee is necessary. 

6.    Foreign economic assistance 

Pakistan, like many other developing countries, 
relies considerably on foreign assistance for the attain- 
ment of self-sustaining growth. Since its inception 
twelve years ago, foreign aid has grown manifold in 
volume. The total commitments from July 1960 to 
31 March 1964, excluding the assistance received 
under the United States PL 480 Title I and the 
contributions for the Indus Basin Replacement Works, 
were $1,480 million. Of this, $305 million was on 
a grant basis and the balance of $1,175 million on a 
loan basis. The sources of the commitments from 1 
July 1960 to 31 March 1964 are shown in table 7. 

TABLE   7.    SOURCES OF COMMITMENTS  OF  ECONOMIC 
ASSISTANCE, JULY I960 TO MARCH  1964 

(million US dollars) 

Country/Agenry Crams Loans Total 

Australia         6               6 
Canada       68 12 80 
France        — 7 7 
Germany,  Federal Republic 3 182 185 
Italy        _ 6 6 
iapan        — 108 108 
New  Zealand       l — l 
Sweden         3 _ 3 
United  Kingdom      3 93 96 
United States: 

• )  DLF         _ 30 30 
ii) AID       194 470 664 

iii) Eximbank        — 48 48 
iv) Suppliers'   credit     — 8 8 

Soviet   Union                   30 30 
Yugoslavia                  15 15 
IBRD/IDA        _ 163 163 
IFC         _ 4 4 
Ford   Foundation        13               13 
United   Nations  and  specialized 

agencies          4               4 
United Nations Special Fund  .. 11 — \\ 

305 1,175        1,480 

During 1963/64, the members of the Aid-to- 
Pakistan Consortium pledged $431 million excluding 
some technical assistance grants. In addition, West 
Germany and the United Kingdom agreed to provide 
special credits totalling $13 million and $6 million 
respectively for the purchase of ships.    Projects are 
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under negotiation with Switzerland to use that coun- 
try's offer of $10 million. The total aid committed 
from 1 July 1963 to 31 March 1964 came to $435 
million. Of this, $241 million was for projects, 
including technical assistance, and $194 million for 
commodities.    The breakdown is given in table 8. 

TABLE 8.   AtD COMMITMENTS,  JULY   1963 TO MARCH  1964 
(million US dollars) 

t.'jHntry/Agency 

Australia        
Canada       
France       
Germany,   Federal   Republic   of 
Italy         
lapan       
Sweden        
United Kingdom       
United States: 

i) AID        
ii) Eximbank       

IBRD/IDA          
Yugoslavia       
United  Nations   and   specialized 

agencies         

Toiul 

1 — 1 
16 — 16 
— 7 7 
— 24 24 
— 6 6 
— 30 30 

1 
23 — 23 

12 220 232 
— 13 13 
— 72 72 

9 9 

31 404 435 

These commitments are against the consortium 
pledges for 1963/64 and the uncommitted balance of 
the amounts pledged for the first three years of the 
second plan, and also include technical assistance 
grunts and contracts concluded against $25 million 
credits provided by Yugoslavia. 

The over-all position of aid pledged, committed 
and disbursed for the first four years of the second 
plan is shown in table 9. 

T\BLE 9. AID PLEDGED, COMMITTED AND DISBURSED. 1960-1964 
(million US dollars) 

Y„„ Tiei/ti Commitments Diibitrsemtnfi 

1960/61          219 219 
228 
478 
435 

181 
1961/62                      380 210 
1962/63       .   ... 700 273 
1963/64 441 264 

1,740 1,360 928 

Table 9 shows the continuing improvement in 
the capacity of the  country  to  utilize foreign  aid 
effectively. 

b.   Structura of th* capital market 
The capital market in Pakistan consists of stock 

exchanges, insurance companies, specialized credit in- 
stitutions, a National Investment Trust and a postal 
savings scheme. A brief discussion of those con- 
stituents is given below. 

1.   Stock exchanges 
There are two registered stock exchanges in the 

country, one at Karachi  and  the other at Dacca; 

however, the Karachi Stock Exchange is the only 
broad-based market. The Karachi Stock Exchange 
was registered in 1949, and it provides a market 
place for gilt-edged securities, equity issues of public 
limited companies, bonus vouchers and the units of 
the National Investment (Unit) Trust. The total 
paid-up capital of companies quoted on the Karachi 
Stock Exchange increased from 107.85 million rupees 
in 1949 to 20,694.66 million rupees in 1964. 

2. Insurance companies 
Considerable expansion has been recorded in the 

volume of insurance business in Pakistan since Inde- 
pendence. To encourage the registration of com- 
panies in Pakistan, the Insurance Act was amended 
in 1948 reducing the deposits required by 50 per cent. 
In 1953, a further amendment to the Act was mad¿ 
with a view to treating all insurance companies 
uniformly, regardless of their country of origin. The 
Government, in order to safeguard and provide a 
broad base for the insurance business, established the 
Pakistan Insurance Corporation in 1952. The Cor- 
poration is a government organization with an au- 
thorized capital of 10 million rupees, of which 5 
million rupees is issued capital. The equity capital 
held by the Government amounts to 51 per cent 
covering shares worth 2.55 million rupees. The 
balance has been subscribed by the general public. 
The Corporation has been given power to transact 
all forms of re-insurance business, to assist in the 
promotion of new insurance companies and to under- 
write the issues of the stocks, shares, bonds or deben- 
tures of insurance companies. All insurance com- 
panies are required by law to re-insure 10 per cent 
of their fire, marine and miscellaneous business with 
the Corporation. 

3.    Specialized credit institutions 
(a) Pakistan Industrial Credit and Investment 

Corporation 
The Pakistan Industrial Credit and Investment 

Corporation was established in October 1957 to fur- 
ther the development of industries by providing 
financial assistance to the new and existing industries 
in the private sector. PICIC has an authorized share 
capital of 150 million rupees of which 40 million 
rupees are paid up. Sixty per cent of the capital has 
been subscribed by private Pakistani investors and 
the remaining forty per cent is held by private interests 
in the United States, the United Kingdom and the 
International Finance Corporation. The Corporation 
is authorized to provide long- and medium-term loans 
in foreign and local currencies in addition to making 
equity participation. In the case of bigger projects, 
it shares financing with other institutions abroad. It 
underwrites any public issues of shares and debentures 
and furnishes managerial, technical and administrative 
advice to the private sector of industry. The provi- 
sion of short-term working capital loans is outside 
the scope of its activities. 
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(b) Industrial Development Bank of Pakistan 

The Industriai Development Bank of Pakistan 
started functioning on the 1 August 1961, replacing 
the Pakistan Industrial Finance Corporation, which 
had been set up in 1949 to provide medium- and 
long-term credit facilities to industrial concerns en- 
gaged in the manufacture, preservation or processing 
of goods, mining or power generation. The au- 
thorized, issued and subscribed capital of the Bank is 
30 million rupees. The Corporation was reorganized 
as the IDBP with the primary object of catering to the 
credit requirements of medium- and small-scale in- 
dustries, both existing and new. The lending limit in 
respect of limited companies, subject to certain reser- 
vations, in the first instance, was fixed at 1 million 
rupees. As a result of the increase in the cost of 
machinery and other factors of production, this limit 
was subsequently raised to 2.5 million rupees, in- 
cluding a foreign exchange component not exceeding 
1.5 million rupees. 

(c) Agricultural Development Bank of Pakistan 

The Agricultural Development Bank of Pakistan 
was established in February 1961 by merging the 
former Agricultural Development Finance Corporation 
and the Agricultural Bank of Pakistan. The au- 
thorized share capital of the Bank is 200 million 
rupees divided into one million shares. Of this, 100 
million rupees is paid-up capital subscribed by the 
Central Government and provincial governments. The 
Bank advances loans to individuals engaged in agricul- 
ture and also to persons engaged in cottage industries 
in rural areas. The loans are advanced for short, 
medium and long periods. Short-term loans arc 
generally given for eighteen months to five years, and 
long-term loans for periods exceeding five years. 
Short- and medium-term loans carry a rate of interest 
of 7 per cent, while a rate of 6 per cent is charged on 
long-term loans. The total loans sanctioned by the 
Corporation including those advanced by the former 
Agricultural Development Finance Corporation 
amounted to 453.8 million rupees up to the 30 June 
1964. 

(d) House-Building Finance Corporation 

The House-Building Finance Corporation was 
established in 1952. It is entrusted with the function 
of advancing loans for the construction of houses and 
for the purchase of land for house construction in 
urban areas. The authorized share capital of the 
Corporation is 50 million rupees, and has been fully 
subscribed by the Government. The loan facilities 
were first restricted to Karachi but were subsequently 
extended to other cities and towns in both wings of 
the country. At present, the maximum loan given by 
the Corporation to individuals is 40,000 rupees and 
to co-operative societies 1.5 million rupees. The 
Corporation provides loans to the extent of 75 to 80 
per cent of the estimated cost of land and building. 

The rate of interest charged on loans has been fixed 
at 6!4 per cent and the loans are normally granted 
for a maximum period of fifteen years. From its in- 
ception up to the 30 June 1964, the Corporation 
sanctioned loans amounting to 245.5 million rupees. 

4.    National Investment Trust 

The National Investment (Unit) Trust was set 
up in 1962 with the support of the Central Govern- 
ment to encourage savings and investment by people 
of modest means. It aims at broadening the share 
ownership in the country by enabling people of small 
means to pool their resources for investment in shares 
and securities. Investors can participate in the scheme 
by purchasing the Units of the Trust which are in 
some respects similar to shares. The Trust started 
functioning on the 1 January 1963. The sale and 
repurchase prices of units were originally fixed at 10 
rupees per unit. These prices are, however, being 
raised gradually and now stand at 11.50 rupees and 
11.30 rupees per unit respectively. At the end of 
1964, the funds of the Trust were spread in eighty- 
three equities. The Trust purchases new shares and 
also underwrites new issues quoted on the Karachi 
Stock Exchange. 

5.    Postal savings 

A small-savings scheme, the National Develop- 
ment Savings Certificates scheme, is operated through 
the post office. These certificates mature in ten years 
from the date of purchase. Under special circum- 
stances, certificates can be encashed before the expiry 
of one year but no interest then accrues. The surren- 
der value of the certificates currently issued with a 
denomination of 100 rupees rises from 102.5 rupees 
after one year from the date of purchase to 160 rupees 
on the completion of the full ten years of investment. 
The certificates are sold with the following denomina- 
tions: 

Rupees 5, 10, 50, 100, 500, 1,000 and 5,000. 

c.   Measures token to promote savings 

The savings of an economic unit can be denned 
as the net change in earned surplus or as the net 
change in earned net worth during a given period. 
The entire economy can broadly be divided into three 
sectors: individuals, corporations and government. 

1.   Government savings 

Government savings are made up of the difference 
between the revenue receipts and the revenue expen- 
diture during any given year. In recent years, the 
Government has broadened the base of the taxation 
structure in order to increase revenue receipts, and at 
the same time it has taken steps to reduce non- 
development expenditure. During the period 1960/61 
to 1964/65, revenue surplus totalled 3,726 million 
rupees as against the Plan target of 3,670 million 
rupees. 
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(e) 

2.   Business savings or corporate savings 
The Government has been taking fiscal measures 

with a view to promoting business savings.   The fol- 
lowing are some of the measures so far taken: 

(a) The business profits tax, which had existed 
since pre-partition days, was abolished in 
1959/60. 

(b) The 1964/65 budget extended the five per 
cent tax rebate to industrial companies 
having a total income of up to 50,000 
rupees. Previously this concession had been 
allowed to companies with an income of up 
to 25,000 rupees. 

(c) The wealth tax, which was introduced in 
the budget for 1963/64, was withdrawn 
from private limited companies in the 
1964/65 budget. 

(d) A tax holiday for periods ranging from two 
to six years is granted to industries based 
primarily on indigenous raw materials. This 
concession was first granted in April 1959 
and is scheduled to continue until the 30 
June 1970. The budget for 1964/65 ex- 
tended this concession to some industries not 
based on indigenous raw materials. 
A 15 per cent tax rebate was announced 
in the budget for 1964/65 for Pakistani 
enterprises in respect of their incomes from 
foreign operations. 

3.    Personal savings 
Some of the measures taken to promote personal 

savings are outlined below. 
(a) An investment allowance is allowed at the 

rate of 30 per cent of the gross income of 
the tax-payer during a single year subject 
to a maximum of 12,000 rupees. It covers 
contributions to provident funds, insurance 
premia, and investment in government 
securities and approved industrial undertak- 
ings, provided that at least 10 per cent of the 
investment allowance is utilized solely for the 
purpose of paying life insurance premia. 

(b) Dividend income up to 2,000 rupees is tax 
free. 

(c) Interest earned on Post Office Savings Bank 
deposits is tax free but, under the existing 
regulations, the outstanding balance in the 
name of any person, exclusive of interest 
credit in the current year, should not exceed 
15,000 rupees. Interest earned on other 
saving banks deposits is also exempt from 
tax up to 500 rupees. 

(d) Unearned income relief to salaried persons 
is admissible at the rate of 25 per cent of 
the total income subject to a maximum of 
6,000 rupees. However, in the case of non- 
salaried persons, the relief is admissible at 
the rate of 20 per cent subject to a maximum 
of 4,000 rupees. 
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(c) The income earned from the units of the 
National Investment (Unit) Trust is not «ub- 
ject to taxation. 

(f) The interest earned on National Develop- 
ment Savings Certificates is tax free. The 
maximum permissible holding of certificates 
by an individual at a time is fixed at 30,000 
rupees. 

d.   M*»ilis«Hon of privat* capital 

When Pakistan came into being, it had a very 
low rate of capital formation and had no industrial base 
worth the name. With a view to providing a nucleus 
of self-sustaining growth, the Government stepped in 
to augment the capital formation in the private sector 
and to attract it to the industrial sector by providing 
fiscal and other incentives. 

The Government gave generous tax concessions 
such as investment allowances, tax rebates, reduction 
in marginal rate of personal taxes, and tax holidays, 
with a view to attracting private capital to the indus- 
trial sector. In addition to the fiscal concessions, the 
Government set up a Tariff Commission in January 
1950 to review the cases for granting protection to 
indigenous industries. Since then, the Government has 
granted protection to numerous industries on the re- 
commendation of the Commission. Also, with a view 
to help private enterprise in industrial ventures such 
as paper, jute, heavy engineering and chemicals, the 
Government established the Pakistan Industrial De 
velopment Corporation to undertake investment in 
these fields with or without the participation of privale 
capital. The PIDC was then split into two autono- 
mous bodies, the East Pakistan Industrial Develop- 
ment Corporation and the West Pakistan Industrial 
Development Corporation on the 1 July 1962. to 
accelerate the process of industrialization in both 
wings of the country. Moreover, the establishment 
of specialized credit institutions such as the Pakistan 
Industrial Finance Corporation in 1949, later con- 
verted into the Industrial Development Bank of Pakis- 
tan, and the Pakistan Industrial Credit and Invest- 
ment Corporation in 1957, was another measure to 
assist the private sector in securing cheap and liberal 
credit facilities. 

The measures taken by the Government were 
largely responsible for attracting substantial private 
capital to the industrial sector. From 1951/52 to 
1954/55, private investment totalled nearly 2,340 
million rupees, of which a substantial amount was 
invested in the industrial sector, while during the first 
plan period, private investment in industry amounted 
to 1,100 million rupees. The tempo of private invest- 
ment has accelerated further, and in the second plan 
period it is expected to be 4.304 million rupees as 
against the plan target or 3,660 million rupees. 
Largely as a result of this encouraging response from 
the private sector, it is pertinent to mention here that 
the   capacity   sanctioned   by   the   Government   has 
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already exceeded the second plan targets in the case 
of cotton textiles, jute manufactures, synthetic fibres 
cement, paper and newsprint, soda ash and caustic 
soda, oil refining, electric bulbs and tubes bicvclcs 
and sewing machines 

The encouraging response from private capital 
notwithstanding, difficulties have been faced in attract- 
ing it toward capital intensive industries such as heavy 
engineering including iron and steel, ship building. 
and heav> chemicals This can be attributed to the 
heavy investment outlay involved in these projects 
and delayed returns from them This difficulty will 
be removed if the two Industrial Development Cor- 
porations are successful in associating private sector 
in these projects on a larger scale Generous fiscal 
concessions and greater credit facilities by the 
specialized credit institutions to these industries could 
also help to eliminate the difficulty 

Private capital is also reluctant to go into certain 
manufacturing industries due to the scarcity of spare 
parts and raw materials A part of the requirements 
of these industries for raw materials and spare parts 
is being met through the assistance of friendly coun- 
tries in the form of aid and loans, however, to meet 
their full requirements, the industries have to depend 
heavily upon bonus vouchers with the result that th • 
cost of production becomes prohibitive Although, 
with a view to solving this problem, the Government 
has been following a liberal import policy for some 
time past, the problem can be fully tackled only if 
the Government continues to give a liberal twist to 
import policy 

Private capital has generally been concentrated 
in certain region^ only and is shy to move to other 
regions where the advantages of localization are avail- 
able for certain kinds of industries The Government 
has already given fiscal concessions in the form of 
tax holidays to mobili/e private capital in these under 
developed regions These concessions should, how- 
ever, be supplemented by other measures such as the 
provision of credit at concessional rates and the 
establishment of industrial estates 

On the 31 December 1962. the private sector 
was indebted to the extent of 1,984 I million rupees 
as compared with 1,74« 5 million rupees and 1,655.0 
million on the 31 December I960 and the 31 Decern 
her 1959 respective!) The rise of 235 6 million 
rupees or 13 4"? p«*r cent during the two y;ars 1961 
and 1962 was du« mostly to Pakistani joint slock 
companies whose net foreign liabilities increased from 
659 5 million rupees '.o X22 ll million rupees The 
branches of foreign firms and companies exi iNted 
relatively little change and (he rute of increase of 
indebtedness on their account remained almost con- 
tan» The liability on account of deferred payment 

"rangements   showed   an   increase   of   43 2   million 

rupees   during   this   period.     The   position   of   the 
different constituents is shown in table   10. 

Imi!    10     BKIVKDOWN   of    Htivtii   si<i<m   H>«H«,N   OIDI 
|<MV |%s: 

(million  Rs I 

Firm« and companies registered 
or incorporated outside Pakis- 
tan 

Pakistani joint »lock companies 
having foreign participation 

Partnership« having foreign parti- 
cipation 

Holdings of foreign securities 
and   shares  by  resident   indivi- 
du*U (-MU <-)49 2 (-) W) l 

Pakistani     firms    or companies 
operating   abroad 3 \ -\ -\ (   ) 1 2 

Deferred   payments |}ga ,ol 4 ,44¿ 

WO 1.007 7 1.053 h 

174 ¥ «59 5 822.0 

2"*> 25 g 2S I 

Total I.M5 0    1,74t.5     1.914 I 

The classification according to the nature of 
business of "persons" reveals that the "manufacturing" 
group, which had previously ranked next to "com- 
merce " in order of impôt tance, has now come to 
occupy the first position. At the end of 1962, the 
net liability on account of "manufacturing", "com- 
merce" and "mining and quarrying" stood at 620.5 
million rupees. 615 8 million rupees and 288.7 million 
rupees respectively as compared with 505.9 million 
rupees, 555 6 million rupees and 240 4 million rupees 
at the end of 1960, and 472 2 million rupees, 513 1 
million rupees and 211 4 million rupees on the 31 De- 
cember 1959 Although less important in absolute- 
terms, the increase of indebtedness on account of 
"mining and quarrying" was the largest in relativ • 
terms, rising by 36 37 per cent over the three-year 
period 1959 to 1962 The liability in the manu- 
facturing sector rose from 472.2 million rupees to 
620 5 million rupees over the same period, an in- 
crease of 148 3 million rupees or 31 64 per cent 
This indicates the popularity of th» sector with the 
foreign investor. The net liability of the commercial 
sector also showed an increase of 102.7 million rupees 
or 20 02 per cent during this period. The compara- 
tive position of the various sectors is shown in 
table  M 

f*air   II     Parv»rr SECTOR FOREIGN 

ItS» l**2 
(RMfnMl    Rfl ) 

DM!.    «Y SK TOUS 

w,,.» Í9W I'lM ('«.. 

Manufacturing 4722 505» »20.5 
: ommerte 513 1 555 6 «151 
Mining   and   «juarrying 211 4 240 4 2IIT 
Unirti«* 151« 1*2 1 1 70.1 
fibers 299 7 :M5 2112 

1,435.0 1,74*5 I.M4 1 
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The United Kingdom continues to be the largest 
creditor country, and at the end of 1962 the private 
^ecto^ in Pakistan was indebted to that country to 
the extent of 939.8 million rupees, or 47.37 per cent 
of the total net liability. This level represented an 
increase of 64.4 million rupees or 7.36 per cent over 
the end-1960 level and 169.9 million rupees over the 
end-1959 level. The predominance of the United 
Kingdom in this field is the result of traditional channels 
existing since pre-Independence days. The net liability 
to the United States, whitli stood at 152.1 million 
rupees at the end of 1960, rose to 266.9 million rupees 
In the end of 1962, an increase of 75.48 per cent. 
The claims of other countries taken together amounted 
to 777.4 million rupees at the end of 1962 as com- 
pared with 757.2 million rupees three years previously. 
I he rate of increase in the case of the United States 
was far more rapid than for the United Kingdom. The 
position is summarized in table 12. 

(ABLE   12     PRIVATE stero» F OK HON DEBT, 
COUNTRIES,    1959-1962 

(million   Its) 

BY   CREDITOR 

< mliftir nmniry 

I nited   Kingdom     
t nited   Stat«   of   America 
»ihers 

11V) 

7699 
127.9 
757.2 

1.655.0 

175.4 
152 1 
7210 

1.74» .5 

9398 
266.9 
777.4 

1,914 I 

Of the three forms of foreign investment, cash, 
-ipital equipment and re-invested earnings, the cash 
component is recorded by the exchange control. In 
this connexion, however, the possibility of misclassifi- 
wttion cannot be entirely ruled out. It is possible that 

i part of inward remittances for purposes of invest- 
ment may be covered under miscellaneous receipts 
Moreover, the figures for 'cash brought in' as reported 
h\ firms and companies for this survey do not, in many 
disc's, relate to calendar years and the aggregate 
position worked out on their basis will therefore differ 
from the corresponding balance of payments figures. 
Subject to this limitation, the components of invest- 
ment woiK cut as shown in table 13. 

r*»Lf   13     FOREIGN INVESTMENT,  BY COMPONENTS 

1959 1*2 
(milito«  Rs. ) 

Component 

( <ish   brought  m . 

( apital  equipment Brought  m 

Re invested   titniMga 

w i<m I%I 

151 17.3 233 II 
455 207 237 23 6 

25.1 38 7 44 2 32.4 

•6 4 76 7 91.2 64 8 

As regards the How of foreign investment classified 
r»v major economic groups from 1959 to 1962, manu- 
facturing was the nain field of attraction for foreign 
investors, followed closely by commerce     (See table 
14 ) 
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TABLE   14.   FOREIGN  INVESTMENT,  BY  ECONOMIC  CROUPS. 

1959-1962 
(million   Rs.) 

 Krnmmic ¡roup ;.>5<) ;9ftfl ¡m ¡of.y 

Manufacturing        7.1 26.8 39.5 36.0 
Commerce         14.9 215 14.2 17 8 
Mining  and quarrying     51.9 23.2 17.7 7 7 
Others 12 5 5 2 19.2 3.3 

86 4       76.7      912      64.8 

The classification by country highlights the tradi- 
tional predominance of the United Kingdom, which 
accounted for over 52 per cent of the total foreign 
investment during 1962. The corresponding share of 
the United States stood at about 23 per cent. (Sec- 
table  15.) 

TABLE   15.   FORI ION  INVESIMENT,  BY   COUNTRY  <>T   ORIGIN 

1959-1962 
(million  Rs ) 

< ontin\ of militi j ,<t }>„,,, ¡:ih¡ ;/)?.» 

United  Kingdom        69 0     48 4     49 5      33 6 

United   States   of   America 5 6      10 8      3| 9      15 2 

Oth«« 118      17 4       9 8      16 0 

86 4      76 7      912      64 8 

f.   MMNIN ft Mrvicinf «ittmal public «këtt 

The increased flow of foreign assistance during 
the second plan period has naturally resulted in in- 
creasing debt liability. The total of foreign loans dis 
bursed and outstanding on 31 December 1963 
stood at 3,760 million rupees. Of this, a sum of 2,550 
million rupees ($545 million) represents loans repay- 
able in foreign exchange and the balance of 1,210 
million loans repayable in rupees. The bulk of the 
loans repayable in foreign exchange are soft loans 
from United States AID and the International Deve- 
lopment Association and they carry only a service 
charge of 34 per cent. The above figures of external 
debt outstanding include an amount of $6.17 million 
on account of loans for the Indus Basin Replacement 
Works. 

The increase in foreign indebtedness has resulted 
in increasing debt-service liability Table 16 indicates 
the payments made in foreign exchange on account of 
external debt service charges during the first three 
years of the second plan, and estimates for 1963/64 

TABLE   16    FOBEION CURRENCY DAYMEN IS ON EXIERNAI 

LOANS,   1960-61 1963/64 

(million Rs ) 

i-ni „< 
pereenngr if 

foreign rxth*nnr 
Prtn/iffl        ì^'r'ft I -tul urningí 

58 I 28 6 86 7 3 S2 
»7 1 417 145 8 6.07 
167 5 59 1 2266 115 
203 4 89 7 293 1 

1960 61 
1961 62 
19*2/63 
19*3 64   (revisad   est) 



150 INDUSTRIAL   DEVELOPMENTS   IN   ASIA    AND   THE   EAR   EAST 

The amounts paid in rupees on account of foreign 
currency loans repayable in rupees are shown in table 
17. 

TABI E   17     RIPFF  PAYMENTS  ON  I ORI US IIRKIMV  imvs 

(million Rs. > 

Yrtr rriviil-ll ll'-'r.l rw 

1961 1V6 14 5 2« 1 
1*61  62 26.4 29.7 56.1 
1962/6? 39.(1 40 6 79 6 
1963/64 (revised est ) 4(Sf> 44 1) 9» 6 

10 6 10 6 
14.1 14.1 
23 5 23 5 
30 5 30.1 

Table 18 shows additional rupees payments that 
have been made on account of rupee loans out of 
counterpart funds. 

T\BIfc    18       Rl Pi r   PAVMFMS   ON   RI PI I     lo\MS   I'll    (il 
(OlNTmPARr   FINDS 

(million Rs ) 

1960 61 — 
1961/62 
1962 63 - 
1963/64 0 1 

In spile of the fact that Pakistan has to depend 
quite heavily on foreign aid to finance the present level 
of development efforts, the country cannot hope to 
depend on external assistance for an indefinite period 
The need for foreign assistance in the development 
programmes has constantly been under review so as to 
curtail it gradually The progress of the second plan 
presents a heartening picture in this regard. The plan 
anticipated that the total development outlay of 23,000 
million rupees would be financed to the extent of about 
SO per cent (II,.550 million rupees) through foreign 
assistance, but current expectations are that the share 
of foreign assistance in financing the plan will be about 
9.470 million rupees, or less than 40 per cent. Pakis- 
tan's own contribution during the period is expected 
to increase accordingly The country has thus been 
able to rely much more on its own efforts than was 
originally expected. The proportion of foreign aid in 
subsequent plans is expected to go down progressively 

The Government recognizes the vital role of 
foreign investment in promoting the economic develop- 
ment of underdeveloped countries, where capital for 
mation is generallv slow, technical know-how limited, 
and trained personnel not always available Aware of 
the importance of foreign investment to the country, 
the Government welcomes foreign private capital with 
open arms The whole field of the private sector of 
industry is open to foreign enterprise without any rigi- 
dity in regard to local participation 

In pursuance of this policy, the Government offers 
the following facilities, concessions and safeguards to 
foreign private investment in industries 

I     Remittance of profits 

There is no restriction on the remittance of cur- 
rent profitn, to the country from which the investment 
came. 

2.    Repatriation of capital 

(a) Foreign capital in approved industries established 
after 1 September 1954 may be repatriated at 
any time thereafter to the extent of the original 
investment, to the country from which the invest- 
ment came. 

(b) Any part of the profits derived from investment 
and ploughed back into approved industrial pro 
jects with the approval of the Government of 
Pakistan may be treated as investment for the 
purpose of repatriation. 

(c) Appreciation of any capital investment under 
(a) and (b) may also be treated as investment 
for repatriation purposes Such repatriation 
facilities will be subject to the exchange control 
regulations in force from time to time and will 
not apply ( i ) to the purchase of shares on the 
stock exchange, unless it is an integral part of 
an approved investment project, and (ii) to 
capital investment in Pakistan before I Septem- 
ber  1954 

3.    Capital participation 

(a) There will be no rigidity about the participation 
of Pakistani capital in any industry where foreign 
investment is approved by the Government. 

(b) Normally, the Government will expect that the 
required local expenditure will be met from local 
equity capital. 

<c> In the case of oil refining, the Government will 
expect substantial participation of Pakistani capi- 
tal in equity. 

4     Double taxation asoldarne 

Pakistan has entered into double taxation avoi- 
dance agreements with a number of countries such as 
the United States, the United Kingdom, Sweden, Japan, 
the Federal Republic of Germany, India, Switzerland 
and Denmark, with a view to encouraging investors 
from these countries 

5     Compensation tfuarunites 

( a i The Government has no intention of nationalizing 
industries. Should circumstances or any emer- 
gency necessitate nationalization in any particu- 
lar case, just and fair compensation will be paid 
in the currency of the country of origin of the 
investment involved 

(b> An investment guarantee agreement is in force 
between the United States and Pakistan, trader 
which the United States Government guarantees 
investments by private American investors in 
business enterprises in Pakistan against losses 
arising from inconvertibility of foreign currency 
earnings into dollars or against expropriation. 
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6. Protection of investments 
In order to encourage greater inflow of foreign 

private capita!, Pakistan is endeavouring to negotiate 
agreements with other countries for the protection of 
loreign investments. A treaty of friendship, commerce 
and navigation has recently been signed with the 
I'nited States, and Pakistan has also entered into an 
investment treaty with the Federal Republic of Ger- 
many. 

7.    Opportunities for foreign investment 

Practically the whole range of industries in Pakis- 
tan is open to private enterprise, foreign and local, the 
o ly exceptions being (i) the manufacture of arms and 
ammunition of war; (ii) the production of atomic 
energy and (lii) railways, air transport, and telecom- 
munications. A more detailed review in tht context of 
the second five-year plan has, however, been carried 
nut by the Department of Investment Promotion and 
Supplies, and a list of projects particularly suitable for 
!'>reign investment has been drawn up. This list is 
;':\en in chapter III C I above. It is merely illustra- 
te and does not by any means exhaust the opportuni- 
ty's for foreign investment in the country, which are 
unlimited. 

8.    Is\ue of pre-sum lion letter of intent to 
potential investors 

I he Government has recently taken a major 
.leusion designed to attract foreign investment to 
Pakistan. In the Government's view it is a matter of 
inmost importance that prospective foreign investors 
know as early as possible whether, subject to fulfil- 
ment of certain conditions, the Government would be 
prepared to consider their investment proposals 
! luuirably The Government has decided to intro- 
duce   a   system  of  issuing   pre-sanctioned   letters   of 
nient to foreign investors interested in the establish- 

ment of industries in Pakistan The pre-sanctioned 
letters of intent are likely to create some confidence 
m the minds of prospective investors so as to en- 
tourage them to undertake preliminary work and to 
uvur preliminary expenditure for carrying out detailed 
Uasibility studies on their investment proposals. The 
letters of intent would broadly indicate the conditions 
subject to which the Government would be prepared 
to   favourably   consider   the   grant   of   an   industrial 

inetion and would also indicate that within a specified 
¡vriod varying from six to nine months depending on 
the nature of the industry, the prospective investors 
must finalize all the preliminaries and come up with 
"nu  definite proposals.    If the party fails to submit 

' definite proposal within the stipulated time-limit. 
'he letters of intent shall automatically be deemed to 
have become inoperative A letter of intent would 
not, however, in any ease constitute a commitment on 
the  part of the Government to sanction an industry 

'•     Publicity und promotion  if  foreign investment 

Government  also  realizes   that  more  enactment 
"I   liberal   legislations   governing   foreign   investment 

would not serve the desired purpose unless, of course, 
all potential foreign investors are told what these 
concessions are and the opportunities for a profitable 
return which exist in Pakistan. It is the job of the 
Investment Promotion Department to publicize and 
sell these concessions both within and outside Pakis- 
tan. To accomplish this task, the Department pro- 
grammes a series of publications which are widely 
distributed throughout the world free of cost. To 
date, the Department has published four brochures 
entitled "Investment Opportunities in Pakistan". 
'Pakistan Invites Investment", "Guide to Investment 
in Pakistan", "Tax Concessions for Industries". 
Recently the Department has undertaken the com 
missioning of a comprehensive brochure which would 
provide specific and detailed information on taxation, 
labour, power, transportation, financial facilities and 
a variety of other factors to the economics of profit- 
ability of doing business in Pakistan 

10 Streamling of sanctinninx pi mediae 

I he achievements of Pakistan economy during 
the last few years are not something that are merely 
the accidental results of fortuitous circumstances. 
They are the result of pre-meditated liberal economic 
policy which have been consistently and conscientious- 
ly followed. In the industrial field, the objective has 
been and would continue to be to exempt as much 
of the investment as possible from the requirement 
of prior government control Steps in this direction 
have already been taken. Where the foreign ex- 
change component of the investment can be found 
by the financing institution \i/ PICK' and IDBP 
and the investment proposed is covered by the In 
dustrial Investment Schedule, prior approval of an\ 
government authority would henceforth not be neces- 
sary. Cases involving foreign investment and direct 
foreign loans from abroad would however continue to 
require prior governmental approval This appears 
to be necessary as even from the point of view of 
foreign investors, specific government approval gives 
them certain guaranteed rights in regard to repatria- 
tion and a greater sense of security 

II.     Investment Advisory Centre of  Pakistan 

The Government fully realizes that mere publica 
tion of investment schedules is not enough      Prospec- 
tive   investors   both   local   and  foreign,   have   to  be 
guided and encouraged to invest in projects considered 
vital to the country's economy    With this object, the 
Government has  recently set up an  Investment  Ad 
visory   Centre   in   Karachi   wilh   regional    offices   at 
Dacca and Lahore     The Centre is manned by foreign 
experts who ar: training their Pakistani counterparts 
The   Centre   assists    private   parties    and    financing 
agencies in the preparation and appraisal of industrial 
projects     It   also   carries   out   market   surveys   and 
identifies  fields  in  which  investment   should   be  en 
couraged.    With a view to determining the shortages 
of   technicians   in   various   fields   so   that    remedial 
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measures could be taken, it has also undertaken a 
survey of technical manpower available in Pakistan. 
The Centre has also undertaken the task of prepara- 
tion of forty to fifty model pre-investment project 
reports and feasibility studies in respect of various 
small- and medium-sized industries. The studies 
would be made available to the new and merging 
entrepreneual class and the Centre would continue 
to actively assist the investors up to the point of 
'take ofT. 

VI.    INSTITUTIONAL ARRANGEMENTS FOR 
INDUSTRIAL PROMOTION 

•.   Description of existing oroaniiotions 

Background 
The industrial progress made in Pakistan during 

the past seventeen years has been the result of both 
private enterprise and public effort, the latter largely 
through the industrial development corporations. 

The Pakistan Industrial Development Corporation 
(PIDC) was set up in January 1952 as a Central 
Government institution, but on the coming into force 
of the new Constitution of Pakistan in 1962, which 
transferred responsibility for industrial development to 
the provinces, the PIDC was divided into the 
West Pakistan Industrial Development Corporation 
(WPIDC) and the East Pakistan Industrial Develop- 
ment Corporation (F.P1DC), with effect from 1 July 
1962 

Up to June 1962, the PIDC had established fifty- 
four industrial units cither on its own account or in 
partnership with  private enterprise. 

I      West   Pakistan  Industrial   Development 
Corporation (WPIDC) 

The aims of the WPIDC continue to be the same 
as those stipulated for the PIDC, namely, the pro- 
motion and development of essential industries which 
private enterprise finds unattractive either on account 
of technological complexities or uncertain profitability 

The Corporation is responsible for: 
a) planning, promoting, organizing and imple- 

menting programmes for the establishment 
of industries listed in the Schedule (see be- 
low) and for the exploitation of forests and 
fisheries, 

b) exploration, exploitation and development 
of minerals and mines thereof, 

c) exploration, exploitation and development of 
any material which the Government may 
entrust to it, subject to such conditions as 
the Government may specify 

The Corporation has to submit proposals and 
schemes to the Government for approval and to give 
effect to them after government approval has been 
given, 

A salient feature of the Corporation's activities 
is its emphasis on the promotion of industrial projects 

with the ultimate aim of diverting the ownership to 
private hands. Efforts are made to associate private 
capital with the projects sponsored by WPIDC. 
Where private participation is not available initially, 
the projects are completed by WPIDC from its own 
finances and thereafter private enterprise is again of- 
fered participation in the projects. If this again 
brings no success, the projects are converted into pub- 
lic limited companies and shares arc offered tc the 
general public for subscription with WPIDC working 
as managing agents. 

The Schedule of the WPIDC includes sixteen in- 
dustries as shown below: 

1 )    Jute; 
2) Paper, board and newsprint; 
3) Heavy engineering, including iron and steel; 
4) Shipbuilding; 
5) Heavy chemicals; 
6) Fertilizers; 
7 )    Sugar; 
8 )    Cement; 
9)    Textiles; 

10) Chemicals,  pharmaceuticals and dyestufTs; 
11 ) Coal and peat; 
12) Marine fisheries; 
13) Small industries; 
14) Forest products; 
15) Refractories; 
16) Clay. 
The Corporation is also engaged in the transmis- 

sion and distribution of natural gas, as an agent of 
the Central Government. 

In July 1962, the National and West Pakistan 
Small Industries Corporations and the Salt Mines 
Organization were merged into the WPIDC. 

The Institute of Management Development, an 
organization devoted to training top administration of 
business and industry in the subject ri modern in- 
dustrial arrangement, is also under the control of 
WPIDC 

WPIDC has been entrusted with the task of set- 
ting up a heavy industry complex in West Pakistan. 
It has already engaged German consultants to prepare 
feasibility reports on machine tools and equipment, 
ferro-alloys, special steels and a heavy electrical in- 
dustries complex. Their reports are under examina- 
tion. 

2     East Pakistan Industrial Development 
Corporation (EPIDC) 

The aims and functional characteristics of EPIDC 
are almost identical with those of WPIDC. The in- 
dustrial complex which EPIDC is managing includes 
eighteen jute mills, eight sugar mills, two shipbuilding 
and repair yards, a newsprint mill, three fertilizer 
factories, pharmaceutical streptomycin and DDT 
plants and two cotton mills, two cement mills, and 
machine tool and diesel plants. 

EPIDC is also entrusted with the responsibility 
of setting up heavy industries and the chairman of 
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F PI DC is a member of the Heavy Industries Board 
if East Pakistan. 

3.    Pakistan Industria! Credit and 
Investment  Corporation (PIC1C) 

PiriC was formed in October 1957, to help the 
industrial development of the country hy providing 
financial assistance to new and existing industries in 
the private sector. 

PICÏC has an authorized share capital of 150 
million rupees, of which 40 million rupees is paid 
up. Sixty per cent of the capital has been subscribed 
by private Pakistani investors while the remaining 
10 per cent is held by the International Finance Cor- 
poration and private interests in the United Kingdom, 
the United States, Japan and West Germany. 

The Corporation is authorized to provide long- 
and medium-term loans (generally seven to twelve 
\ears' maturity) in foreign and local currencies, in 
addition to direct equity participation. In the case of 
large projects, it shares financing with other institutions 
abroad wherever possible. It does not normally take 
direct part in the management of industries but it may 
m special cases seek to appoint a director to represent 
its interests. The Corporation also engages in under- 
writing shares as part of its programmes to assist in 
the development of the capital market. 

PICIC has (wo regional offices, one at Dacca for 
I'.ist Pakistan and the other at Lahore for West Pakis- 
tan     It also maintains a liaison office at Rawalpindi. 

* Industrial Development Bank of Pakistan (IDBP) 

IDBP was created in 1961 to provide medium- 
and long-term loans and guarantees to medium and 
-niall industrial enterprises. It inherited the assets 
and liabilities of the Pakistan Industrial Finance 
Corporation, which had been in existence for twelve 
\ears and was reorganized to form IDBP on the 
recommendation of the Credit Enquiry Commission. 
Of its share capital of 30 million rupees, 51 per cent 
s owned by the Government. 

Through the large volume of its operations, IDBP 
is fast becoming a powerful factor in the industrial 
development of Pakistan. Its role has been particu- 
larly important for East Pakistan and for small scale 
enterprises. 

IDBP's fields of activity include: 
a) long- and medium-term loans to industrial 

units whose lange is wide and covers such 
activities as the development of tourist faci- 
lities, exhibition of films and newspapers 
and so on; 

b) advances towards working capital also, pro- 
vided it does not exceed 25 per cent of 
the total; 

c) it may engage in commercial banking 
activities (it may accept deposits, keep 
cash accounts, make inter-bank call loans, 
and so forth); 
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d) it may guarantee loans provided th; period 
does not exceed twenty years; 

e) it may underwrite capital issues (assets thus 
acquired should be disposed of in seven 
years); 

f) it may also subscribe to equity capital with 
government  approval. 

5.    Small industries institutions 

The development of cottage and small industries 
side by side with larger industries has been a major 
feature of the Government's industrial policy since 
1948, and the Government has taken several adminis- 
trative measures to implement this policy. 

Following the recommendation of the All-Pakis- 
tan Cottage and Small-Scale Industries Conference 
held in 1952, the Government set up a National Small 
Industries Corporation in 1955, with the responsibility 
of developing cottage and small-scale industries 
through the provision of raw materials, credit, techni- 
cal assistance and marketing (local and export). In 
order to give greater attention to this sector, the 
Government appointed a Director-General, Small In- 
dustries in 1959, to co-ordinate central and provincial 
policies and programmes and to draw up a compre- 
hensive future development plan for small industries 
to be included in the country's second five-year plan 
(1960-1965). In 1957, the Government of East 
Pakistan established the East Pakistan Small Indus- 
tries Corporation. 

In July 1962, with the decentralization of matters 
relating to industrial development, the Directorate- 
General, Small Industries was abolished and the Na 
tional Small Industries Corporation was merged with 
WPIDC. Work connected with exports and exhibi- 
tions was. however, transferred to the Department of 
Trade Promotion (which has now been transformed 
into the Export Promotion Bureau) 

The organizational position at present is thai, in 
West Pakistan, the Small Industries Division of 
WPIDC looks after the development of cottage and 
small-scale industries, while in East Pakistan, the East 
Pakistan Small Industries Corporation (EPSIC) has 
been established as a separate entity and looks after 
the development of small industries in East Pakistan 

Small Industries Division of WPIDC 

As successor to the former central institutions, 
the Small Industries Division of WPIDC is responsi- 
ble for the overall development of cottage (including 
rural) and small scale industries in West Pakistan 
linder the control of a general manager appointed by 
the Government of West Pakistan, the Small Industries 
Division has established forty-three institutional projects 
throughout West Pakistan, which actively assist in the 
development of this important industrial sector These 
projects include eight small-industry estates, nine 
cottage-industries development centres, rural-industries 
extension services, a small-industries institute, a na- 
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tional design centre, training institutes for staff and 
entrepreneurs, and several sales and display centres 

The Division's programmes under the third plan 
(1965-1970) include the setting up of nineteen insti- 
tutional projects at a cost of 107 million rupees 
Provision of technical and managerial services is 
among the major projects planned. 

East Pakistan Small Industries Corporation 
(EPSIC) 

After its inception in 1957, the Corporation's 
activities were mostly confined to commercial fields. 
With the implementation of the second five-year plan 
(1960-1965), however, the need for a planning de- 
partment was felt, and a regular planning cell was 
created in 1961 under the orders of the Government 
of East Pakistan. 

Implementation of projects approved by the 
planning cell is the responsibility of the Development 
Department 

Evaluation of projects after completion is done 
by a team of senior officers pooled from the Planning, 
Development and Budget Departments. The team 
includes economists, technologists and cost accoun- 
tants 

The whole field of small industries in East 
Pakistan is conveniently divided into nine sectors, (1) 
agricultural and food products; (2) cane, bamboo 
and wood products; (3) glass and ceramics; (4) 
leather, rubber and plastic products; (5) paper and 
paper products; (6) metal work; (7) pharmaceutical 
and chemical products including cosmetics; (8) tex- 
tiles, (9) miscellaneous. 

As in the case of the Small-Industries Division 
of WPIDC, EPSIC has also established institutional 
projects which include small industry estates, common 
facility centres, rural industries extension services, 
training institutes and marketing (sales) depots 

6 Pakistan Council of Scientific and Industrial 
Research (PCSIR) 

Scientific and industrial research is an important 
contributor to economic development. Following the 
report of the Scientific Commission, which was set up 
by the President in 1959 in recognition of the growing 
importance of science and technology for the develop- 
ment of Pakistan, the Government created a Scientific 
and Technological Research Division in the President's 
Secretariat, having the following organizations under 
its administrative control: 

a) Pakistan Council of Scientific and Industrial 
Research 

b) Atomic Energy Commission, 
c) National Science Council. 

The National Science Council was given advisory 
and co-ordinating functions to avoid unnecessary dup- 
lication of scientific effort under the various research 
councils. 

The greater emphasis laid on applied research is 
reflected in the pattern of the various multifunctional 

laboratories of the PCS1R.    Laboratories have been 
established at Karachi, Dacca, Lahore and Peshawar, 
providing between them 21 research divisions cover- 
ing a broad spectrum of scientific disciplines. 

Central Laboratories, Karachi 
Physical Research Division 
Chemical Research Division 
Biochemical Research  Division 
Pharmaceutical and Pest Infestation Division 
Building Materials Research Division 
Fuel Research Division 
Engineering Division 

East Regional Laboratories, Dacca 
Natural Products Division 
Fuel Research Division 
Food and Fruit Products Division 
Leather Products Division 
Glass and Ceramic Products Division 

West Regional Laboratories, Lafiore 
Metallurgical Research Division 
Industrial Fermentation  Division 
Oils and Fats Research Division 
Glass and Ceramics Research Division 
Food Technology Research Division 

North Regional Laboratories, Pakistan 
Indigenous  Drugs Research  Division 
Fruit and Vegetables Technology Division 
Mineralogical  Research  Division 
Wool Research Division 

PC'S IR    maintains    active    collaboration    with 
government   departments    (such   as   the   Geological 
Survey )   and  the   universities  in   its  research  work. 
Advantage   is   also   taken   of   the   private   research 
facilities  available in  the  country. 

In the general field of scientific information, 
PCSIR has established, with UNESCO assistance, the 
Pakistan National Scientific and Technical Documen- 
tation Centre (PANSDOC) which brings the world 
library services to the benefit of Pakistani scientists 
and  technologists. 

Starting in 1953 (the year it was established as 
an autonomous body) with only twenty members, the 
PCSIR has gradually built up a total strength of 
over 1800 workers, of whom over 700 are scientists. 
Over 300 research papers have been published and 
over seventy-five patents obtained, some with inter- 
national  coverage. 

In the third plan period (1965-1970), PCSIR 
intends to set up eleven additional laboratories/in- 
stitutes (drugs research and development, fuel 
technology, catering technology and nutrition, textile 
research, océanographie research and so on). 

7     Pakistan Industrial Technical Assistance Centre 
(PIT AC) 

The    Pakistan   Industrial   Productivity   Services 
( Karachi ;   and the Pakistan Industrial  Development 
Services  (Lahore) were set up in collaboration with 

1 
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the United States AID Mission in 1957. These in- 
stitutions were merged into the Pakistan Industrial 
Technical Assistance Centre (PITAC) in 1961 and 
I'll AC was converted into an autonomous body on 
1   July   1962. 

The objectives of PITAC are: 
a) to train and upgrade the ski'ls of industrial 

personnel in technological fields; 
b ) in conjunction with training, to demonstrate 

modern manufacturing techniques and pro- 
duction methods and at the same time 
produce newly designed tools and products 
(prototypes) which contribute to industrial 
development; 

c)    to extend  advisory services  to  industries; 
d ) to disseminate modern industrial technical 

know-how to industries through publica- 
tions, seminars, conferences and the like. 

PITAC offers training facilities to industrial per- 
sonnel by organizing, on a continuous basis, a 
twelve-week advanced training course in nine major 
i metal ) trades. The training courses are conducted 
m PITAC's well-equipped workshops in Lahore. A 
similar  workshop  is  planned  for  Dacca. 

To assist industries to improve their productivity, 
l'I TAC offers a field advisory service. Under this 
service, PITAC engineers make extensive tours of 
the country rendering in-plant advice for solving 
problems of industries in production and related 
mailers, studying areas of low efficiency and avoidable 
waste, and suggesting effective remedies. PITAC's 
advisory service is based at Karachi and Dacca but 
operates on a country-wide basis. 

In the field of tooling, PITAC assists industries 
h\ developing, designing and manufacturing precision 
tools such as production dies, moulds, jigs, fixtures 
and gauges, to enable them to improve and maintain 
i he quality of their products, and reduce wastage and 
production costs. 

PITAC's information services are rendered 
through its journal and through the periodical or- 
ganization of seminars and the like. 

A recent addition to PITAC is the Textile Pro- 
ductivity Unit, designed to assist textile industries 
to  improve  their  productivity. 

8     Investment Advisory Centre oj Pakistan 

Recently established (1963) with assistance from 
United States AID, the Centre's objective is to pre- 
pare sound and feasible schemes for. and to render 
technical assistance and advice to, PICIC and IDBP 
in the analysis and appraisal of applications for 
loans, and to help private enterprise secure foreign 
investment by preparing feasibility reports and pro- 
jects. The Centre works in a purely advisory 
capacity. 

9.    Pakistan Standards Institution (PSI) 

PSI  was  set   up  as a government  department 
m  1951 and converted into an autonomous body in 

1958, with a view to preparing and promoting the 
general adoption of standards relating to structures, 
commodities, materials, practices, operations etc. on 
a national and international basis. 

The work of the Institution is divided among 
the  following councils: 

a) Mechanical Engineering Divisional  Council, 
b) Building Materials Divisional Council; 
c) Textile Divisional Council; 
d) Chemical Divisional Council, 
e) Agricultural  and  Food  Products   Divisional 

Council; 
f) Llcctro-tcchnical Divisional Council. 

Divisional councils are formed of representatives 
of the respective interests of users, manufacturers and 
other persons or bodies concerned in, or associated 
with, industries included in the division, on the one 
hand, and of the Government, ministry or department 
particularly interested in such industries, on the other 
hand. 

Sectional committees are appointed by ihe divi- 
sional councils for the preparation of a particular 
standard or group of standards referred to them by 
the divisional councils. 

Realizing the importance of the certification 
mark system to control the quality of indigenous 
products having an export potential or relating to 
the health and safety of consumers, the Government 
promulgated the Certification Marks Ordinance in 
1961, empowering the PSI to administer the Certifica- 
tion Mark and to issue licences, levy fees and so 
on. 

10.    Swedish-Pakistani Instatile of Technology 

The Swedish-Pakistani Institute of Technology 
was set up in Landhi (Karachi) in 1955 to assist 
the development of small industries by training fore- 
men, instructors and small-scale entrepreneurs in 
selected fields such as woodworking, ready-to-wear 
garments, electric and gas welding and electrical 
technology. The Institute embarked upon its pro- 
duction programme in July 1961 and has been 
providing more specialized training to diploma 
holders, giving opportunities for training within in- 
dustry, providing employ ent to ex-trainees and 
meeting the need for quality products at a cheaper 
cost by providing competition to other manufacturers. 

In view of the success achieved by the Landhi 
institute, two similar institutes ire being set up, one 
at Kaptai (East Pakistan) and the other at Gujrat 
(West Pakistan). 

11.    Office of Patents and Designs 

The Patents Office has been playing a useful 
role in the industrial progress of the country by 
granting patents to new inventions and registering 
new industrial designs. During the past five year«, 
the Patents Office has granted over 5,6(K) patents 
and  registered  over  2,300 new designs. 
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12.    Institute of Management Development 

This Institute, which is under the administrative 
control of WPIDC, was set up in 1954. Since 1963, 
it has become part of the second five-year plan 
(1960-1965) and operates a greatly enlarged national 
programme of management development for business 
and industry in West Pakistan. The objective of 
the programme is to help stimulate productivity 
through the use of sound business practices. 

The Institute is staffed by selected foreign and 
local  personnel. 

The training and counselling activities of the 
Institute have been divided into six main sections, 
related to six management functions: 

1 )    Management development; 
2 )    Industrial engineering; 
3) Financial management; 
4) Marketing and sales; 
5 )     Labour  management   relations, 
6)    Supervisory training. 

k.   Achi«v*m«*ts *f nittiiif *rf«nii*tie«( 

1 West Pakistan Industriai Development Corporation 

WPIDC has so far completed seventy projects, 
forty-three in the large industry sector and twenty- 
seven in small industry. The total capital outlay on 
these completed projects amounts to about 860 
million rupees. 

WPIDC has so far converted twenty-four of its 
large industry projects into companies. The total 
paid-up capital of these twenty-four companies 
amounts to 560 million rupees, of which public sub- 
scription accounts for 170 million rupees or a little 
over 30 per cent. In addition, private capitai is 
associated in certain projects which have not yot 
been converted into companies 

Of the forty-three large industries set up by 
WPIDC, nineteen are now under private management 

At present, twenty-six projects are being imple- 
mented in the large industry sector and fourty-three 
projects in the small industry sector, a total sixty-nine 
projects in all. These involve a total capital invest- 
ment of 860 million rupees. 

WPIDC has created considerable production 
capacity both for consumer goods such as textiles, 
salt and sugar, and fur intermediary basic products 
such as chemicals, pharmaceuticals, cement, fer- 
tilizers, coal, paperboard, sugar machinery parts and 
diesel engines, and shipbuilding and repairs The 
extent of the Corporation's contribution to the in- 
dustrial production of the country can be judged 
from the fact that, during 1964, the value of the 
goods produced by WPI DC-managed projects 
amounted to over 230 million rupees This does not 
include the production figures of those projects which 
were initially set up by WPIDC but were subsequently 
transferred to private management, such as sugar 
mills, paper and board mills, heavy chemical projects 

and textile mills, whose annual output is estimated 
to be about  120 million rupees. 

WPIDC projects are also earning foreign ex- 
change by virtue of their export activities. Export 
earnings are now of the order of 4 million rupees 
per annum. These are on account of the export of 
gypsum from the WPIDC-managed quarries, Santonin, 
ships repairs to foreign vessels visiting Karachi ship- 
yard, and Wilton carpets from the Qaidabad Woollen 
Mills. 

WPIDC will increase its concentration on the 
development of heavy and basic industries during the 
third plan period (1965-1970). Its future activities 
as embodied in the third plan programme will centre 
around the creation of capacity for steel, aluminium, 
copper, petrochemicals and fertilizer, specialized 
refractories, industrial dyes, and what not. The 
Corporation also plans to increase coal production 
by opening up new mines and to extend the natural 
gas supply facilities to many more cities and towns. 
WPIDC has refrained from entering into fields where 
private initiative had been anticipated. Even for an 
important industry like cement, the Corporation has 
restricted its plans merely to setting up extension 
unii s to existing factories. 

In the field of small industries, the scope of 
technical and management services is to be extended 
by setting up small-industries institutes, service cen- 
tres, promotion centres and pilot projects. In 
addition, production facilities will be expanded by 
setting up common facility centres, model production 
units and small industry estates. Special emphasis 
will also be laid on the development of special and 
backward areas of West Pakistan. 

An allocation of 1,453.5 million rupees has been 
made for WPIDC's third plan programme, of which 
1,228 5 million rupees is for the large industry 
programme, 100 million rupees for the mineral 
development programme, and the balance of 125 
million rupees for the development of small indus- 
tries. 

While much is said about the inadequacies of 
the agencies responsible for implementing develop- 
ment projects, fuller appreciation of the problems 
and handicaps faced by such agencies is at times 
lacking. 

The problems and difficulties that were faced 
by WPIDC during the planning, execution and 
operation of the industrial projects, and that ham- 
pered the pace of industrial development, may be 
summarized  as   follows: 

a) Delays in securing foreign credits/loans of 
an   untied  nature  for  different   projects; 

b) Desire of aid-giving countries to have the 
feasibility reports prepared by consultants 
from   their  own   respective  countries, 

c) Difficulties in obtaining the right type of 
equipment/machinery from countries from 
which credits/loans were available. 
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The various remedies for efficiency of WPIDC's 
operations  are  as follows: 

a) The aid-giving countries should untie at 
least part, if not the whole, of their credits. 

b) The credit arrangement for a particular 
project should be obtained from several 
countries, to provide a scale of preferences 
regarding the utilization of foreign loans. 

c) The aid-giving countries should be per- 
suaded not to insist on feasibility studies 
being prepared by their own consultants for 
those projects for which aid is sought. 
On the other hand, the survey scheme and 
the main scheme should be treated 
separately. The reports should always be 
prepared by the best consultants available. 

d) A separate allocation both in local and 
foreign currencies should be made avail- 
able to WPIDC to execute a well laid out 
technical training programme both within 
and outside the country. 

Review for the ye» 1965-66 

During the year 1965 the scope of the WPIDC's 
operations underwent a change with the deletion of 
small industries from within the charter of the Cor- 
poration, restricting it to fifteen industrial fields. This 
came about as a result of the creation of a separate 
Small Industries Corporation in West Pakistan in 
October  1965. 

Another important event of the year which would 
have its bearing on the operations of the WPIDC, 
related to the decision of the Government to charge 
interest on the funds advanced by it to the Corporation 
for investment in different projects. The funds had 
so far been treated as investment on behalf of the 
(iovernment, eligible for dividends, which were all 
paid back in the Treasury. But from the year 1965- 
66, all the funds received by the Corporation would 
be treated as loans and would bear an interest of 2 
per cent initially. The Corporation would henceforth 
retain all the dividend income and other revenues 
received from its projects and companies and would 
pay interest to the Government irrespective of the 
extent of profits. 

The year 1965 also witnessed the beginning of the 
third plan period (from July), and th. Corporation took 
urgent steps to put its third plan programme under 
implementation. The programme which totals to 
1,140 million rupees (excluding small industries) 
mostly centres round the creation of capacities in 
capital goods industry. Basic industry projects like 
heavy mechanical complex, heavy electrical complex, 
iron and steel plan, copper plan, specialized refractory 
plant and the development of related minerals are 
proposed to be taken up during the current plan 
period. A major achievement of the year had been 
'he Corporation's success in giving a definite shape 
to its heavy industry programme. Not only the feasi- 
bility studies of most of the basic industry projects 

such as heavy mechanical complex, heavy electrical 
complex and iron and steel plant, were successfully 
completed but also preliminary steps to start imple- 
mentation of these projects were taken in hand. 

Simultaneously, the Corporation alive to the pro- 
blems of the country's agriculture, planned to raise the 
fertilizer production by working out proposals of ex- 
tending and balancing the Multan Natural Gas Fertili- 
zer Factory and putting up another extension unit of 
the Daudkhel Fertilizer Plant. 

WPIDC completed three more projects including 
a balancing unit, during the year under review. These 
were the two sugar mills at Bannu ami Badin and the 
extension unit of the woollen mill at Oaidabad This 
brings the total number of projects completed by the 
Corporation so far to forty-three, involving an outlay 
of about 877 million rupees. Of these, nine projects 
involving an investment of about 43 million rupees 
and comprising of two paper/board mills, two chemi- 
cal plants, a woollen mill and four cotton ginning fac- 
tories have been totally dis-invested to private 
enterprise. In addition, private investment has been 
associated in fifteen other projects to the extent of 160 
million rupees. On the over-all basis, the investment 
from the private sector in WPIDC's forty-three com- 
pleted projects comes to about 23 per cent. 

WPIDC prepared and submitted thirteen more 
schemes to the Government during 1965/66 bringing 
the total schemes sponsored to forty-four, involving a 
cost of 8,010 million rupees, since July 1962. Of 
these, government approval has been received for 
twenty-one schemes involving 372 12 million rupees. 

In addition the WPIDC submitted five survey 
schemes to the Government to establish the feasibility 
of the iron and steel plant, forest industries projects 
and mineral development schemes Survey schemes 
regarding iron and steel plant and most of the forest 
industries like fuel briquetting plant, moulded particle 
boards and prefabricated housing project had already 
been completed. 

The Corporation had under execution twenty-two 
projects at a cost of 2,209 10 million rupees as at 
March 1966 The major share of the development 
expenditure relate to heavy industry projects viz Kala- 
bagh Steel Mill, heavy mechanical complex, heavy 
electrical complex, Pakistan Machine Tool Factory and 
extension of the Karachi Shipyard (phase-II, parti) 
These projects would be completed during the third 
plan period. 

2.    East Pakistan Industrial Development Corporation 

At the time the former PIDC was divided into 
two on the î July 1962, the total cost of its com- 
pleted projects in East Pakistan amounted to 832.7 
million rupees Investments of the EPIDC amounted 
to 482.2 million rupees and the investment in pro- 
jects under way came to 62 8 million rupees In 
addition, taking into consideration the amount of 
advances to associates/projects as on 30 June 
1962, which stood at  13 2 million rupees, the assets 
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taken   over   by   EPIDC   on    1   July   1962   had   a 
total value of 558.1 million rupees. 

In the year 1960/61, the tormer PIDC had 
made investments totalling 49.4 million rupees, and 
in 1961/62, 69.9 million rupees. By comparison, 
EPIDC made investments of 113.6 million rupees in 
its first year, 1962/63, and 166 million rupees in 
its second year, 1963/64. Since its inception, 
EPIDC has completed six projects with a total in- 
vestment  of 97  million  rupees. 

Performance during the Second Plan Period 
During the second five-year plan which com- 

menced on 1 July 1960 and ended on 30 June 
1965, PIDC/EPIDC completed twenty-one projects 
at an estimated cost of 560.46 million rupees which 
included twelve jute mills (nine new and three 
expansion), four sugar mills (three new and one 
expansion), one fertilizer factory at Fenchuganj, one 
pharmaceutical industry at Tongi, expansion of Khulna 
Newsprint, balancing of Muslim Cotton Mills and a 
transit depot at Khulna. 

Up to 31 May 1966 on jute mill (Messrs. 
Afil Jute Mills with the capacity of 250 looms), 
hardboard mills at Khulna, one polythene bag manu- 
facturing unit have gone into trial production. 

Against the second plan allocation for 652.00 
million rupees for EPIDC (including 18.00 million 
rupees for fuels and minerals), the total plan outlay 
of the Corporation as approved in the ADP was 
639.37 million rupees out of which EPIDC utilized 
615.99 million rupees up to 30 June 1965. Thus 
expenditure of the second plan was approximately 
96 per cent of the total sanctioned outlay. Industry- 
wise details of allocations. 

Second plan 
Induflry alloi.uton 

Sugar         58.00 
lute        115.00 
Paper and hardboard .. . 50.00 
Chemical and pharmaceu- 

ticals           244.40 
Non-metallic   (cement)   . 23.00 
Basic metal     109.85 
Shipbuilding   and   repairs 21.85 
Fuels and minerals  18.00 
Miscellaneous    (including 

cotton)       11.90 

652.00 

Against the second plan target of 6,750 looms 
in the public sector, EPIDC has completed twelve 
units during the second plan period with 3,000 
looms which have already gone into production. 
Another unit (Messrs. Afil Jute Mills) with the 
capacity of 250 looms has also gone into trial pro- 
duction recently. Ten units with the production 
capacity of 2,500 looms are under various stages of 
implementation, the balance of 1,000 looms has been 
carried over to the third plan programme. 

(million rupees) 

Second plan 
approved Second pian 

expenditure 

92.29 84.02 
76.23 76.09 
66.15 57.64 

175.90 168.93 
00.89 0.10 

185.35 192.87 
19.50 14.97 
6.81 5.54 

16.25 15.83 

639.37 615.99 

With regard to sugar, the plan target was first 
fixed at 115,000 tons which was later increased to 
179,000 tons. Out of this 179,000 tons, the public 
sector, through EPIDC was to achieve the target of 
140,000 tons. With this target of 140,000 tons, 
former PIDC completed three mills with a total 
capacity of 35,000 tons and EPIDC completed, during 
the second plan period, four mills (including one 
expansion) with a total production capacity of 35,000 
tons. Eight units with the balance of a total capacity 
of 70,000 tons, are under different stages of com- 
pletion. 

EPIDC's tentative programme for third five-year plan 
EPIDC has an ambitious but selective programme 

of public sector development in East Pakistan. Com- 
posed of on-going and planned new projects, EPIDC 
expects to invest about 2,350.00 million rupees 
during the third plan period (1965-70). Excluding 
100.00 million rupees included in the above figure 
for fuels and mineral development, the remaining 
outlay of 2,250.00 million rupees (foreign exchange 
component 1,165.00 million rupees) would be spread 
over some eighty projects including sugar (fifteen), 
jute (seventeen) chemicals and fertilizers (seventeen), 
engineering including machine tools (six), electrical 
machinery (three) basic metal (five), paper and 
board (six), petrochemicals (one) and so forth. 

3.    Pakistan Industrial Credit Investment Corporation 

PICIC seeks to spread the benefits of indus- 
trialization as widely as possible. In pursuit of that 
goal, projects lying in backward areas, particularly 
in East Pakistan, are given preference to those lying 
in more  developed areas. 

Some important features of PICIC financing are 
as follows: 

a) Of the projects financed, seventeen are joint 
ventures resulting in an inflow of foreign 
capital of over 43 million rupees as well 
as valuable technical know-how and 
co-operation. 

b) As many as 208 are new projects, and in 
seventy-four of these, the entrepreneurs are 
entering the industrial field for the first time. 

c) PICIC endeavours to broaden the base of 
industrial ownership by requiring that 
larger enterprises issue a certain percentage 
of their shares to the general public. As 
a result, fifty enterprises have been estab- 
lished as joint stock companies, of which 
twenty-four are listed on the stock exchange. 

One of the significant activities of PICIC was 
the sanctioning of loans in foreign exchange to the 
Inland Water Transport Authority in East Pakistan 
As a result of these loans, the annual cargo- and 
passenger-carrying capacity in East Pakistan is ex- 
pected to increase to 700,000 tons and 1,200,000 
passengers by  1965. 
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PICIC also investigates the possibilities of in- 
vestment in new and untapped fields. A notable 
example is the survey of paper and cement industries, 
as a result of which four projects have been 
developed. 

In the period from January 1958 to December 
1964, PICIC financed 405 projects representing an 
investment of 775.1 million rupees. The regional 
distribution of these projects is shown in table 19. 
This, together with the assistance in other forms and 
the entrepreneurs' own contribution, is expected to 
result in a total investment of over 2,500 million 
rupees in the private industrial sector. When com- 
pleted, PICIC-aided projects are expected to con- 
tribute 661 million rupees in the shape of value added 
by manufacture. The impact in terms of foreign 
exchange earnings/savings is forecast at over 760 
million rupees. Also, PICIC-aided projects are ex- 
pected to create about 50,000 new jobs. On the 
stock exchange, PICIC stock is now being quoted 
at a premium of 56 per cent. 

TABLE 19.   REGIONAL DISTRIBUTION OF TOTAL PICIC LOANS 
IN PERIOD JANUARY 1958 TO DECEMBER 1964 

(million  Rs.) 
C000 Ri.) 

No. o/ 
project! 

Loans umctionec 

Rtlion Locol Foreign Tolti 

Karachi         139 6,111 197,529 203,640 
Rest      of     West 

201 8,823 536,971 545,794 
East  Pakistan   ... 106 21,232 162,613 183,845 
Total      446 

etc 
36,166 897,113 933,279 

Total assistance by PI 
COO0 Ri.) 

Ren of 
Wen Etil 

PëklIM Peritili Tolti 
Loans     in     foreign 

197,529 536,971 162.613 897,113 
Loans  in   local  cur- 

6,111 8,823 21,232 36,166 
Direct     participation 

1,370 10,357 1,975 13,627 
Under - writing       o f 

9,690 38,920 1,975 50,585 
Direct    loans   from 

abroad for PICIC 
26,190 47,106 98,552 171,848 

Foreign   equity   par- 
ticipation in PICIC 
financed projects . 1,300 28,557 23,496 53,353 

242,190 670,734 309,768 1,222,692 

Economic impact of PICIC financing 
Total projects       
New  projects       
Enterpreneurs  entering  the   industrial   field 

for the first time   
Projects completed     
Enterprises converted/to be converted into 

joint stock companies    
Companies   listed   on   the  stock   exchange 

through  PICIC financing     

446 
227 

74 
267 

56 

32 

I   — PICIC loans    
Other assistance   
Enterpreneurs' investment 

(Rs. in million) 
933.28 
289.41 

1.777.31 3,000.00 

II — Net  value added by 
manufacture 
Net sales     1.890.00 
Less: 
Raw and auxiliary materials 805.5 
Manufacturing  overhead 192.ft 
Annual   depreciation     150.0 1,148.1 

Net  value  added by  manu- 
facture          741.9 

III — Net foreign exchange 
savings/earning', 
Gross      foreign     exchange 

savings/earnings        788.0 
Less: 
Annual   requirement of  im- 

ported materials and other 260 1 
expenses 

Interest    on    foreign    loans 66.2 
Depreciation     on     foreign 

machinery       115.0 441.5 

346.5 

IV — Employment opportunities created 
Skilled         33,820 
Unskilled        24,970 
Office   workers  5,260 

Total        64,050 

Significant ratios 
i)   Value added in manufacture Rs. 741.9 million 
ii)   Capital-output ratio 3.34:1 

iii)   Mobilization of capital ratio 1.45:1 
iv)   Capital expenditure per worker Rs. 43,900 
v)   Total raw and auxiliary 

materials Rs. 805.5  million 
vi)   Imported material as the Rs. 805.5  million 

percentage  of total materials 32.3   per   cent 
vii)   Net foreign exchange savings/ 

earnings Rs. 346.5  million 

NOTE: (a) Capital-output ratio indicates the relation be- 
tween total cost of the project and the value 
added in manufacture, 

(b) Mobilization of capital ratio indicates the 
relationship of PICIC loans to sponsor's in- 
vestment. The sum of the two represents 
total cost of the project. 

4.    Industrial Development Bank of Pakistan 
(1DBP) 

Industrial development is a major objective of 
Pakistan's industrial policy. The IDBP has assisted in 
the implementation of this objective by bringing into 
the industrial area a large number of new entrants from 
the medium and small entrepreneurs, particularly in 
the under-developed regions. In pursuance of its 
policy, it aims at a wide diffusion of credit and broad- 
based ownership so as to augment the process of 
creating a medium class of industrial entrepreneurs. 

The Bank is committed to finance projects in the 
private sector which have potential for increasing 
general productivity. In doing so, the productivity of 
industrial projects per unit of investment is also taken 
into consideration. Emphasis is placed on industries 
which: 
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a) lead to the use of Pakistan's surplus factors 
of products; 

b) possess    foreign    exchange    earning/saving 
potential. 

The Bank can finance the establishment of new 
industries as well as the modernization and balancing 
of existing units. 

The Bank began its operations in August 1961. 
From the beginning it gained momentum and up to 30 
June 1962 the Bank had sanctioned 261 loans involving 
168.9 million rupees of which 113.2 million rupees 
were in foreign currencies. Since then the progress of 
the Bank has been phenomenal and at the end 
progress of the Bank has been phenomenal and at the 
end of December 1965, the over-all number of loans 
sanctioned stood at 2,458 involving 987.5 million 
rupees, of which 665.0 million rupees were in foreign 
currencies. 

Some important features of the Bank's operation 
on 31 December 1965, are: 

1- Of the 1,164 local currency loans advanced 
87 per cent were up to ,5-million rupees' 
only, and 65 per cent were for establishment 
of new units. 

2.   Of the 1,294 foreign currency loans advanced, 
about   79   per   cent  were   up  to   .5-miilion 
rupees and 50 per cent were for new units. 

The Bank also administered fifteen foreign cur- 
rency loans on behalf of the Government, involving 
373.7 million rupees.    It also issued local currency 
guarantees for about 30.7 million rupees and partici- 
FlS! 'nequ'ty investments to the extent of about 
1 924 million rupees. 

In advancing loans, the Bank has been guided 
by the policy of distributing its loans and invest- 
ments fairly widely among different types of industry 
as well as among different regions. Such a policy — 
apart from minimizing risks —also fosters the 
balanced development of industries and regions which 
is important from the stand-point of long-term 
economic growth in a developing country such as 
Pakistan. 

The phenomenal progress made by the Bank 
has not been without problems. In making efforts 
to develop small and medium-scale industries, two 
main problems are encountered: ( 1 ) the entrepreneurs 
are relatively inexperienced, and (2) reliable statistics 
relating to imports, capacities etc. are not available. 

Another problem is that the provision of credit 
by the Bank is not in itself sufficient in the case 
of small industries. The other prerequisites for in- 
dustrial development, such as agencies for drawing 
up well-conceived schemes, particularly those that 
can meet the requirements of foreign aid bodies, are 
lacking. The problem of land acquisition for small 
industries has also to be simplified. 

5. Small industries institutions 

Small Industries Division of WPIDC 
The impact of small industries developnn nt has 

been substantial. Due to intensified promotional 
efforts, the performance in the small industry sector 
has been extremely creditable, resulting in the estab- 
lishment of a large number of units, an increase in 
the tempo of production, and more substantial con- 
tributions to the national exchequer. 

In West Pakistan, the share of small industries 
in the national income has risen by 5.6 per cent 
from 1,337 million rupees to 1,420 million rupees 
Private investment in these industries has been over 
1,750 million rupees. 

In 1947, there were only 1,451 small industrial 
units throughout West Pakistan. By I960, the number 
had risen to nearly 55,000 units, excluding Karachi and 
the tribal areas of the northwest. This rate of progress 
is being maintained. These units are wholly in the 
private sector and the function of the Small Industries 
Division of WPIDC is to render technical advice ar- 
range for the import of necessary raw materials'and 
secure financial assistance through the specialized and 
ordinary commercial credit agencies in the country. 

The small industries include carpet weaving, sports 
goods, engineering and metal work, handicrafts sericul- 
ture, pottery work and ceramics. 

Handicrafts development has also been tremend- 
ous The present value of handicrafts sales is over 1 
million rupees compared with 0.2 million rupees in 
1961, an increase of about 500 per cent. 

The private sector in small industries has made a 
notable contribution to the country's economy, but the 
role of the Small-Industries Division of WPIDC has 
also been remarkable. An ambitious scheme to set up 
nine small-industry estates throughout West Pakistan 
is well under way and several other institutions dealing 
with designs, training, common facilities, development 
and so forth have been established. 

An analysis of the working of small industries in 
West Pakistan shows that there has been a sharp trend 
from handicrafts to small factory-type units Me- 
chanization of the various units is increasing day by 
day. Moreover, there has been a change in the or- 
ganizational pattern of the industries, individual owner- 
ship giving way to either partnerships or limited 
companies. 

The small-industry development programme has 
contr.buted to the diversion of talents, energies and 
investment to mechanized units and the selection of 
specialized fields of operation. It has also provided 
skill and experience for a swift change-over to medium- 
and large-scale industries. 

The important fields of development in small in- 
dustries at the moment are the small industries estates 
service and common facility centres, handicrafts de- 
velopment centres and training centres. 

L 
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The nine small-industry estates being established 
in West Pakistan will provide entrepreneurs with such 
amenities as roads, power, water, sewerage, banks and 
post offices. The estates will be located at Gujranwala, 
Sialkot, Gujrat, Peshawar, Larkana Sukkur, Bahawul- 
pur, Quetta and Lahore, and will involve a total outlay 
of 25.28 million rupees. Land for all the estates has 
been acquired and the construction work on buildings, 
roads and sewerage has been completed up to about 
SO per cent at all the sites. On account of some delay 
in the possession of land for these estates, ihe construc- 
tion work could not be started on schedule, industrial 
units in the private sector are being sanctioned for 
these estates. 

WPIDC is setting up eight service and common 
facility centres for ceramics, cutlery and small tools, 
light engineering, sports goods, textile and woollen 
industries, leather and footwear, and metal industries. 
These centres are to be located in places such as 
Gujrat, Gujranwals, Nizamabad, Sialkot, Multan, 
Shikarpur and Karachi according to the nature of the 
industry developed in those areas. The main functions 
of these centres will be to conduct techno-economic 
surveys of industry, to carry out research on problems 
of production management, to impart training to fore- 
men and master craftsmen in order to improve their 
technical efficiency, and to provide certain facilities and 
services in developing factory-type industry. 

The centre» for light engineering, cutlery and 
sports goods are being financed with IDA credit. The 
total estimated cost of the above centres will be 11.65 
million rupees. The construction work on these centres 
is in progress and machinery is being imported from 
abroad. 

One of the major problems with which small 
industries are at present confronted is the non- 
availability of imported raw material of standard quali- 
ty and the lack of training facilities in local crafts. 
With this in mind, ten cottage industries development 
centres are being established at Peshawar, Rawalpindi, 
Hyderabad, Dera Ismail Khan, Multan, Bahawalpur, 
Khairpur, Quetta, Murree and Kalat to provide raw 
materials to small industrialists and training facilities to 
local craftsmen. These institutions will also provide 
apprenticeship facilities after completion of training. 
.At present, there are over 120 trainees working in 
these centres and receiving training in local handicrafts. 

Another important feature of the small-industries 
programme is the development of sericulture. There 
has been a noticeable increase in the quantity of both 
silk seed distribution to the rearers and the green 
cocoons produced by them over the past two or three 
years. Aside from the already established mulberry 
farms, silk grainage centre and incubation centres, more 
are planned and will be set up during 1965-1970. 
Training classes arc also being conducted in the seri- 
culture centres at Peshawar, Rawalpindi, and Mästung. 

East Pakistan Smali Industries Corporation 
The activities of EPSIC have generated tremend- 

ous growth in the small industiy sector in East Pakistan. 
The EPSIC development programme includes the 
establishment of nineteen small industry estates by 
1965, at a total cost of 32 million rupees. These 
estates together provide for 4,000 small industry units. 

The public investment programme for small 
industries in East Pakistan for the period 1960-1965 is 
273 million rupees. This investment includes 160 
million rupees for supply and marketing services, 35 
million rupees for credit services, 44 million rupees for 
recurring expenditures, and 134 million rupees for 
direct investment by the Government. The direct in- 
vestment is allocated to the various agencies of the 
Government for implementation of the small industries 
programme as follows: 

EPSIC Rs. 94.4 million 
Co-operative Department     Rs. 34.3 million 
FIDC Rs.    5.2 million 

Rs. 133.9 million 
With regard to EPSIC's allocation in the public 

sector, fifty-seven projects have been taken up for 
execution during 1960-1963 at an estimated cost of 
63.2 million rupees and it is proposed that forty-four 
more projects be taken up at an estimated cost of 
31.2 million rupees during the rest of the plan period. 

In the industries sector, small industries have been 
given priority due to their capital intensiveness and 
employment potential, and for the dispersal of economic- 
activities. 

Out of the 94.4 million rupees earmarked for the 
EPSIC small industries programme, 50.1 million 
rupees has already been utilized in implementing 57 
projects. Thirteen of these projects are now operational 
and 50 per cent of the remaining projects have been 
completed. The necessary schemes and ground work 
have been prepared, to utilize the full amount ear- 
marked for the small industries programme of EPSIC. 

The total cost of the small-industries programme 
envisaged in the second five-year plan for the private 
sector in East Pakistan was 125 million rupees. During 
the plan period, EPSIC was provided with only 2.5 
million rupees in foreign exchange for the setting up of 
small industries in the private sector. Out of this 
amount, EPSIC could sponsor only 111 units at a total 
investment of 5.6 million rupees, of which 2.25 million 
rupees was in foreign exchange. It may also be men- 
tioned that in the Small-Industries Investment Schedule, 
an investment of 88 million rupees was anticipated up 
to 1963, with a foreign exchange component of 56 
million rupees. 

The second five-year programme for small indus- 
tries has in general been a success. In addition to an 
appreciable volume of private investment, elaborate 
basic promotional and development facilities for small 
industries have been established all over East Pakistan. 
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rhere has been a significant improvement in the 
climate for the ¿jrowth of small industries. About 2000 
applications were received for the setting up of small 
industries against foreign credit for an amount of 85 
million rupees. Of these, 1200 were considered ac- 
ceptable from the point of view of credit worthiness, 
technical know-how and so on involving an investment 
of 56 million rupees. 

The small industries sector is now capable of 
developing a more ambitious programme. 

A small industries programme involving 30 million 
rupees will have to be carried over to the third five- 
year plan (1965-1970) to complete projects already 
under way. Apart from this, 20 million rupees will be 
required during the third plan to cover the recurring 
operational cost of the 101 projects taken up in the 
second five-year plan. 

An analysis of small-industry development in East 
Pakistan shows that each of the above sectors has 
shown steady progress over the last decade and there 
have not been any cases of failure. The future 
prospects are extremely bright. 

6.    Pakistan Council of Scientific and Industrial 
Research 

The   more   important   aspects   of  the   Council's 
activities are concerned with long-range research on 
problems of vital national importance."  Some of the 
problems are as follows: 

a) utilization of low-grade iron ores for the iron 
and steel industry; 

b) economic utilization of jute sticks, 
c) desulphurization and uranking of low-grade 

sulphurous coals of West Pakistan; 
d) production   of   insecticides   and   fungicides 

from indigenous raw material resources; 
e) research on indigenous medicinal plants. 
The research activities of the Council naturally 

cover a wide range of problems and comprise laboratory 
investigations in many fields, followed in most cases by 
pilot plant studies to establish the economics and 
optimum working conditions of each new process 
developed in the laboratory. The pilot plant studies 
probably constitute the most exacting and time-con- 
suming phase in developing a new industrial process to 
a stage where it can be leased out for commercial ex- 
ploitation. Without such studies, the industrial 
exploitation of a new discovery or even the improve- 
ment of an existing process is very unlikely, particularly 
in the present stage of Pakistan's industrial develop- 
ment with all its shortcomings in respect of technical 
know-how and background experience in the produc- 
tion of goods acceptable to consumers. 

During the past ten years, the Council has leased 
out fifteen processes to induitries. 

Organization of the Council 

The Pakistan Council of Scientific and Industrial 
Research is an autonomous body.    It is responsible 

for the administration of the research fund made avail- 
able as grant-in-aid by the Government of Pakistan 
from year to year. 

The Council enjoys full freedom in the plannings 
of its research programme, under the administration 
control of the Scientific and Technological Research 
Division, President's Secretariat. 

Governing Body 

The management of the affairs, funds and 
revenues of the Council is vested ¡n the Governing 
Body, subject to such general directions in respect of 
expenditure as the Central Government may issue from 
time to time. All decisions on matters of policy, 
budget allocations, sanctioning grants for specific 
research schemes and other matters falling within the 
scope of the activities of the Council are taken by the 
Governing Body. 

The Governing Body in turn is responsible to the 
Council, composed of respresentatives of the Central 
and provincial governments, emminent scientists, 
industrialists and educationists. 

The term of office of the members of the Govern- 
ing Body, as well as the Council, is three years. 

Advisory Bodies 

The Governing Body has also constituted six 
research advisory committees. The Chairman of 
Scientific and Industrial Research is an ex-officio 
member of each of these committees. All research 
schemes submitted to the Council by universities or 
other research institutions for grant-in-aid are referred 
to the appropriate research committee for scrutiny and 
recommendations. The six research committtees are: 
(1) Chemical Research Committee; (2) Drugs, Phar- 
maceuticals and Pest Infestation Research Committee; 
(3) Industrial Fermentation and Biological Products 
Research Committee; (4) Building Research Com- 
mittee; (5) Fuel Research Committee; and (6) 
Physical Research Committee. 

Administration 

The Chairman of Scientific and Industrial 
Research is the principal executive officer of the 
Council. He is responsible for the day-to-day 
administration of the Council, and exercises super- 
visory control over its technical and research activities 
including the work of the central and the regional 
laboratories and research under the grant-in-aid 
schemes. He is a member of the Council and also of 
the Governing Body, the Advisory Bodies, and the 
Council's Selection Board (which is responsible for 
making higher appointments), and is chairman of the 
Council's Selection Committee. 

Regional laboratories 

The direction of scientific research and the day- 
to-day administration of the regional laboratories is 
vested tn the directors of the respective laboratories 
The scientific work of the laboratories is carried out 
in the various divisions under the guidance of the heads 
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of divisions.    The registrars or administrative officers 
look after routine administrative and financial matters. 

Functions of regional laboratories 
I. Central laboratories 

1. Physical Research and Testing Division. 
2. Chemical Research Division, including paints 

and plastics. 
3. Biochemical Research Division. 
4. Drugs and Pharmaceuticals Research Divi- 

sion. 
5. Building Materials Research Division. 
6. Fuel Research Division. 
7. Engineering Division with workshop and 

pilot plant section. 
II. East regional laboratories 

1. Natural Products Research Division (cover- 
ing work on minor forest products and 
biological, agricultural and industrial wastes). 

2. Fuel Research Division. 
3. Food and Fruit Technology Division. 
4. Leather Research Division (principally pro- 

viding facilities for investigations in the 
tanning material resources of the region). 

5. Glass and Ceramics Division. 
III. West regional laboratories 

1. Metallurgical Research Division (including 
ore dressing and testing of minerals). 

2. Industrial Fermentation Research Division. 
3. Oils, Fats and Waxes Research Division. 
4. Glass and Ceramics Research Division. 
5. Food Technology Research Division. 

IV. North regional laboratories 
1. Indigenous Drugs Research Division. 
2. Fruit Technology Research Division. 
3. Mineralogical Research Division. 
4. Wool Research Division. 

The broad object in establishing the Council was 
tc initiate, promote and guide scientific and industrial 
research, primarily directed towards the utilization of 
the indigenous raw materials and the development of 
industries based on them. The specific means of 
achieving this aim, as laid down in the constitution of 
the Council, included a wide range of activities such as 
financially assisting research in universities and other 
research institutions, awarding research fellowships, en- 
couraging industry to contribute to the research effort 
and collecting and disseminating scientific and technical 
information. The most important means ¡aid down for 
prosecuting the aims of the Council, however, consisted 
in the establishment and development of its own 
natural research laboratories, in which research and 
development work could be carried out with the stated 
object of 'utilizing the economic resources of the 
country in the best possible manner'. 

Progress of research work 
In the early stages of a research organization, one 

cannot, in the nature of things, expect direct financial 

2. 
3. 

returns, and although the establishment of the new 
industries to which reference has been made may well 
have increased the industrial potential of the country 
by a few millions of rupees in terms of annual produc- 
tion, it cannot be claimed to have made an impact on 
the industrial development of the country on the pat- 
tern of the Industrial Development Corporation. In 
fact, the more important aspect of the activities of the 
Council is concerned with long range research on 
problems of vital national importance, in which its 
laboratories have been engaged over the years. Some 
of these problems are given below: 

1.     utilization of low-grade iron ores for the iron 
and steel industry; 
economic utilization of jute-sticks; 
the Desulphurization and up-ranking of low- 
grade sulphuraceous coals of West Pakistan; 

4. production   of   ¡nsectrides   and   fungicides 
from indigenous raw material resources; 

5. research on indigenous medicinal plants. 
On the fundamental side of research which has 

engaged the attention of the Council's laboratories, it 
will be of interest to refer to studies in the theory of 
the liquid state and intermolecular forces. This work 
actually started with an applied investigation on the 
influence of long-chain phenolic compounds and their 
derivatives on the viscosity of mineral oils, used as 
lubricants, and then ultimately led to the study ol a 
wide range of related fundamental problems, including 
temperature variation of the viscosities and activation 
energies of hydroxylic liquids, like the mono and poly- 
hydric alcohols. For this fundamental work carried 
out in the laboratories of the Council. Dr. M. M. 
Qureshi, the head of the Physics Division, who has 
recently joined the Ministry of Defence as its Chief 
Scientist, was awarded the D.Sc. degree from the 
University of Manchester. 

To this category of research would also belong 
studies in the chemical structure of chaksine and a 
number of other alkoloids and non-alkaloidal plant 
constituents, the contributions of the Council which 
have gained international interest. This may also be 
said of the systematic studies carried out on the cor- 
relation of cardiac action with chemical structure in 
the ajmaline series of bases, which have led to the 
formulation of what has been termed as a cardiophoric 
grouping in their molecules. Whatever may be the 
ultimate fate of this hypothesis, there is little doubt 
that it opens up a new field of study in alkaloidal bases 
carrying cardiac activity, and also for the synthesis of 
simpler substances modelled on the structure of the 
ajamaline. 

The foregoing account of the long-range research 
of the Council brings up the perennial problem of the 
balance individual countries, with their varying back- 
grounds and present capabilities, should strike between 
pure and applied research. 

There is hardly a scientific conference on national 
or international level where this issue is not discussed 
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and deliberated upon at length. But these discussions 
invariably lead on to a restatement of the fact that no 
hard and fast line can be drawn between pure and 
applied research. As a matter of fact, if science is to 
get a chance of effectively promoting the development 
of a country, both these aspects of research at the 
laboratory level, and pilot plant or field investigations, 
will have to come under the purview of its national 
research organizations. What is more, no applied 
research laboratory, if wholly bereft of atmosphere in 
which fundamental research can take root and prosper, 
is likely to develop into an effective research centre of 
any kind. As a matter of fact, these two aspects of 
research keep constantly turning up problems for each 
other, and this process serves to invigorate and vitalize 
both. 

There is yet another point which needs careful 
attention in this context. In the so called under- 
developed countries like Pakistan, it is pure and not 
applied research that strikes the imagination of the 
younger scientists, and it may be only in the wake of 
enthusiasm generated by a basic approach to scientific 
research, that we can hope ultimately to make a mark 
in the advancement of science and technology, and 
their application to the economic development of the 
country. 

The application of research 

The utilization of results of research is a subject 
of such vital significance to the developing countries 
that it was discussed at great length at the recent United 
Nations Conference on the Application of Science and 
Technology for the Benefit of Less-Developed Areas. 
In the application of science to industry and the pro- 
motion of agricultural productivity, the most important 
factor relates to the resolution of bottle necks between 
scientific research and the actual utilization of its 
results. Successful research on the fundamental side 
can be a matter of satisfaction quite irrespective of its 
bearing on practical applications, but applied research 
is pointless and a source of galling frustration among 
workers, if it fails to get closely integrated with the 
relevant sectors of economic development. 

The research activities of the Council naturally 
cover a wide range of problems and comprise labora- 
tory investigations in many fields, followed in most 
cases by pilot plant studies carried out for establishing 
the economic and opth mm working conditions of each 
new process developed in the laboratory. The pilot 
plant studies probably constitute the most exacting and 
time-consuming phase in the proper development of a 
new industrial process to a stage where it can be leased 
out for commercial exploitation. Without such 
studies, the industrial exploitation of a new discovery 
or even an improvement in an existing process is very 
unlikely, particularly in the present stage of the indus- 
trial development with all its short-comings in respect 
of technical know-how and background experience in 
production of goods acceptable to consumers. 

One of the natural consequences of these short 
comings is that there is a more or less general procilvity 
for what are known as 'turn-key' jobs in the schemes 
for industrial development of the country,    it is of 
course true that this approach has proved to be of 
considerable importance in the first phase of building 
up the industrial potential of the country, as can be 
seen from the extensive chain of factories set up by the 
PIDC  and  by  private   industries,   including  cement, 
paper, fertilizer, heavy chemicals and even penicillin. 
However, organizations such as the Pakistan Council of 
Scientific and Industrial Research can not go along 
with this approach because, from a long-range point of 
view, the mere  importation of technical  know-how 
tends to remain a relatively barren process.    For the 
continuous and proper development of the scientific and 
technological potential of the country, it is necessary 
that considerable stress be laid on the development of 
new industrial processes having a bearing upon the 
economic   utilization   of   indigenous   raw   materials. 
During the ten years of its existence, the Council has 
gained considerable experience in  evolving  effective 
methods for the utilization of the results of the reseach 
directed towards this end.    One of the salient feature 
of these methods is that inventors of the process are 
actively connected with pilot plant studies and in most 
cases they are actually associated with the establishment 
and operation of the commercial unit.    Where-ever 
possible, semi-scale production units have been con- 
structed in the CSIR laboratories for supplying at cost 
large quantities of products for consumer testing and 
approval. 

This process of building up a demand for new 
products is by no means simple. One has to train the 
personnel, persuade the consumers to the benefits, and 
in many cases introduce certain changes in the process 
to accomodate their difficulties. All in all, it is a 
time-consuming process. 

Procedure for leasing out new processes 

The Council obtains patent coverage on its new 
processes, meanwhile carrying out pilot-experiments 
and consumer surveys. The ultimate results of these 
research programmes are available to industry by pub- 
lishing short plain-language descriptions of the relevant 
processes in the form of non-technical notes. Each 
such note is, designed to give the industrialists or the 
potential manufacturer a practical account of the pro- 
cess, of the materials required, of the plant needed 
and the costs involved in operating the process. On 
the basis of this information and in response to 
advertisements by the Council in leading newspapers of 
the country (inviting applications for commercial 
exploitation of the processes completed), the interested 
parties submit their application for one or more 
process. The Research Utilization Committee, a body 
constituted by the Council and composed of representa- 
tives of the Ministries of Industries, Finance and 
Commerce, the Director of the Council's laboratories 
and the Director General of Supply and Development, 
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interview the candidates (selected after a preliminary 
examination of applications by a sub-committee) and 
recommends the most suitable candidate for each pro- 
cess. It may be mentioned that in Pakistan the 
function of this Committee is confined only to the 
selection of the parties and is quite unlike those of 
Research Utilization Boards as constituted in the United 
Kingdom and India, where such bodies decide on the 
feasibility of the process and actually finance their 
development. The Council has been of the opinion 
that the consequent absence of close association and 
collaboration between the laboratory and pilot plant 
workers is not conducive to successful utilization of 
the laboratory results. 

As an instance of advantages that generally result 
from such a procedure in the field of technological 
research and development, reference may be made to 
a series of important new building materials, particu- 
larly 'Jutoid', 'Cemto', foam concrete and 'Fixempero', 
evolved in the laboratories of the Council, which have 
been fully accepted by the Pakistan Public Works 
Department and by private construction companies. 

The success of the policy of the Council may 
further be judged from the fact that in this short period 
of ten years, and inspite of all the difficulties which 
an organization has to face in its formative years, 
fifteen processes have been leased out, of which some 
are either already in production, and the others are 
all likely to be in production shortly. 

From the above account of the progress of the 
industrial processes developed by PCSIR and compar- 
ing the success achieved in taking the processes to 
commmercial level with some of the comparable 
organizations in other countries, it will be seen that 
PCSIR has made a significant contribution towards a 
sound utilization of indigenous raw materials with a 
considerable saving of foreign exchange for the country. 
This saving will be of the order of 75 million rupees, 
when the processes already leased out are ¡n full 
production. These achievements have been made 
inspite of bottle-necks in respect of purchase of pilot 
plant and laboratory equipment from abroad and are 
largely attributable to the co-ordinated effort of the 
various research and development divisions of these 
laboratories. 

General industrial liaison 

In Pakistan, long-range industrial research is at 
present being carried out largely by the Pakistan 
Council of Scientific and Industrial Research, and is 
primarily directed towards the best utilization of the 
indigenous raw materials and the development of 
industries based on them. The great proportion of 
short-range applied industrial research in this age of 
technology is best carried out by private industrial 
research themselves, mainly by large firms or com- 
bines, and the general policy in more advanced 
countries is that the more the research industry can do 
for itself, the better.    To help effect this in countries 

with less developed economics, and where there exist 
a large number of small- and medium-sized firms, the 
formation of co-operative research associations had 
been encouraged so as to serve directly to the need of 
the particular industry. 

The Industrial Advisory Council held in Dacca 
in December 1961, resolved that the Government 
should levy a cess on industrial production for support- 
ing, among other things research activities in various 
fields at the laboratories of the Council of Scientific 
and Industrial Research. This is a laudable apprecia- 
tion on the part of industry of the value of research 
and a step in the right direction, since the formation 
of independent laboratories of research associations on 
the British pattern is rather premature in Pakistan, 
particularly because of the paucity of scientific per- 
sonnel at the present stage of its development. The 
funds collected from the cess would serve to strengthen 
greatly the activties of the Council and would ensure 
a more active partcipation of industry in the results 
of applied research in its various laboratories. 

Realizing the need to fill the gap between 
laboratory research and its industrial application in 
Pakistan, the Council decided to maintain a close 
liaison with industry to help them through research 
and to advise them in the solution of their operational 
problems. With this end in view, an Industrial Liaison 
Cell has been established in the Council Secretariat, 
and it is proposed to have such an unit added to the 
regional laboratories. 

Industries economics research cell 

This cell has been created in Council Secretariat: 
for the purpose of assessing the economic and commer- 
cial values of the processes developed by the Council. 
The scope of activities has been expanding gradually 
and it includes economic appraisal of the existing and 
new research projects in the central and regional 
laboratories. Pre-research inquiries in respect of 
supply position of raw materials and potential demand 
of the research products have been included in the 
activities of this cell. Operational research with a 
view to increase the productive efficiency of industrial 
units or to economize the per unit cost of the produc- 
tion also falls within the purview of the activities of 
this cell. 

Functional advisory committees 

The Council has recently formed a number of 
committees to assess the requirements on a priority 
basis, in the various fields of research and to guide 
the various research divisions of the central and 
regional laboratories to shape their programme of 
research accordingly. 

PANSDOC 

This centre which was established in 1957, with 
the technical assistance of the UNESCO, provides 
facilities for documentation, reproduction in the form 
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of films and photo-copies of scientific references, and 
translations from various languages into English. 
PANSDOC is in touch with 600 libraries and informa- 
tion centres of the world, and these contacts are 
gradually on the increase. PANSDOC has now 
reached a stage of development where it has been 
recognised by UNESCO as a training centre for future 
heads of documentation of many south-east Asian 
countries. 

A comprehensive scheme has since been drawn 
up for the establishment of a central science library 
in Karachi with a branch at Dacca. The scheme 
envisages a total outlay of approximately 96,000,000 
rupees spread over a period of four years. The 
draft scheme has been circulated to leading scientists in 
the country and also to library experts abroad for their 
comments. In the meanwhile, the UNESCO has 
offered to help in the implementation of the project, 
and they are assigning an expert to make an on-the- 
spot feasibility survey for it some time in 1965. The 
scheme is, at the same time, being submitted to the 
Planning Commission for incorporation in the third 
five-year plan. Of the two, the Dacca sub-office went 
into commission in March 1963 and is now providing 
necessary services to the scientists in the eastern wing. 

Due to financial difficulties the Lahore centre is 
yet to go into commission. 

The Document procurement section handled 1,725 
orders for various services during the period under 
review.    The division of their services is as follows: 

1. microfilms            320 
2. photo copies          1,246 
3. bibliographies      41 
4. translations      Hg 

Engineering section of PCSIR 

The construction work of the central laboratories 
of PCSIR in Karachi is progressing satisfactorily. The 
construction of the Pak-Swiss Institute is also ncaring 
completion. 

Publications 

The quarterlies "Pakistan Journal of Scientific and 
Industrial Research", and "Science and Industry" and 
the monthly popular science magazine "Science 
Chronicle" continues to enlarge their scope as good, 
useful information media. 

The inaugural issues of the two popular science 
Magazines in Bengali and Urdu Viz "Puragami 
Bigyan" and "Karawan-e-science", brought out during 
this period have been well received. 

The second biennial report covering the period 
1961-62 and a booklet "Ten years of PCSIR" (1953- 
63) have also been published. 

Patents 
During the period under review, fifteen patent 

applications have been filed of which eight have been 
filed in Pakistan and seven in foreign countries.    Of 
the applications filed so far, six patents have been 

obtained during the period, of which five have been 
obtained in Pakistan and one in the United Kingdom. 

Training 
During the period under review, fifty-eight 

employees of this Council have been sent abroad for 
training under the various technical assistance 
programmes in operaton including study leave and so 
on and twenty-one employees have returned after 
obtaining training in their field of activities. 

In addition to the above, two scientists who pro- 
ceeded to avail of the International Atomic Energy 
Award Fellowships and Canadian Research Council's 
Fellowships, respectively have also returned to 
Pakistan. 

Special technical committee 

Three meetings of the Special Technical 
Committee were held during the period under review 
and taking in view the feasibility of inventions of the 
applicants, cash awards were given to seven persons. 

The  Council  has  further  taken  steps  towards 
establishing industrial information services to provide 
effective contact with industries through the dissemina- 
tion of scientific and technical information.   Facilities 
are, moreover, extended to industries for solving many 
industrial problems faced by them.   Over a hundred 
such problems have so far been referred to the Council 
many of which have been successfully handled in its 
laboratories.  It may be mentioned that these problems 
mostly involve the application of available knowledge, 
or the replacement of imported raw materials by locally 
available substitutes, and that such work is likely to 
interfere with long-range research under-takings of the 
laboratories of the Council.   It is, however, realized 
that in the present stage of industrial development in 
the country, and in the absence of research associations 
relating to the various sectors of industry, it has to 
shoulder this additional responsibility.   The Council, 
therefore, has taken necessary steps for strengthening 
this activity by instituting industrial liaison sections in 
its central and regional laboratories.   The Industrial 
Liaison   Division   of   the   Council   will   study   the 
economics of the processes, and have direct contact 
with industry to ensure the exchange of views of indus- 
trialists on the one hand and scientists on the other. 

SOME IMPORTANT INDUSTRIAL PROCESSES 
insecticides 

Pakistan imports about forty million rupees worth 
of insecticides but this can hardly take care of even 
10 per cent of its plant protection requirements. Pro- 
mising results in the research on insecticides from 
indigenous raw materials have been obtained in the 
central Laboratories of PCSIR. 

The wasted gasoline from the Daudkhel Fertilizer 
Factory has been used to produce a powerful insecti- 
cide called Makrolin, this has properties superior to 
DDT in certain cases. It is also a good fungicide. 
The process has been successfully tested on pilot plant 
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scale but an industry based on this process would 
have a limited capacity since the available quantity of 
gasoline from the Daudkhel plant hardly exceeds two 
to three tons per day. 

The Council, therefore started research on dif- 
ferent lines. Work was started on evolving a process 
to get powerful insecticides from petroleum cuts 
obtainable from the Attock Oil Company. A new 
and as good an insecticide as Makrolin named Petkolin 
was thus obtained, but it has little fungicidal action. 

Yet another and more effective insecticide, called 
Petkolin 'M' has thereafter been developed with the 
help of certain additives. 

Preliminary findings of effectiveness of the insec- 
ticides based on field tests carried out in co-operation 
with the West Pakistan Department of Agriculture 
arc quite promising. Some of . .e foreign firms have 
also been interested in these developments and samples 
have been given to them for pesticidal evaluation. A 
semi-commercial plant to manufacture them has been 
imported from West Germany and is being installed. 
While side by side with this, large-scale field trials are 
also in progress. 

Marbolite 

On the industrial side a process for making syn- 
thetic marble called 'Marbolite' was advertized and a 
party selected. This acid and alkali resistant artificial 
marble has many advantages over natural marble. It 
is made from locally available minerals and has good 
shielding properties against gamma radiation, and this 
property itself should in the near future make markets 
for it both inside and outside the country. This process 
is being leased out to the party selected on the basis 
of a project drawn up by the Council at an estimated 
cost of six million rupees. The party has been ad- 
vised to get the financial clearance from PICIC in 
respect of the economic feasibility of the project and 
the requirements of foreign exchange for the import 
of machinery valued at about 3.5 million rupees. 

Paper and hardboard 

A process with great possibilities has already 
been developed for making good paper grade and also 
hardboard grade pulp from the jute-sticks in East 
Pakistan. 

Fish flour 

A process for making fish flour from dried fish 
when leased out should be able to serve as cheap 
source of protein for fortifying the protein-deficient 
diet of the common people. 

Caiud lining material 

The report from the Irrigation Laboratries based 
on their two years trial on 'Jutoid' (waterproof) 
matting, already in the market, established it as a 
suitable material for canal lining and as such this pro- 
duct is expected to have an extensive market in its 
use in addition to the existing use of this material as 
waterproof matting. 

Water filter 

A water filter made from indigenous material 
which can effectively purify polluted water for drinking 
purposes has been evolved in the Central Laboratories 
and is ready to be leased out 

Bid i wrappers 

Leaves from various common trees available both 
in East as well as West Pakistan on treatment have 
given good quality leaves acceptable to consumers for 
use as bidi wrapper and the process is expected to be 
given away to manufacturers of bitiis on a cottage 
industry basis to meet the demand of the common 
people. 

Pakcem 
'Pakcem' is a composition based on accelerated 

setting on pozzuolanic type of cement. The new 
product is superior to the portland cement based 
paints in respect of its rub-resistance and application 
properties. 

The following account gives a brief summary of 
some of the research work going on in the various 
divisions of the laboratories of the Council. 

CENTRAL LAIORATOMIS 
1.   Studies   on   indigenous   drugs   and   their 

chemical constituents 
A new alkaloid, marckine has been isolated 

from Álangium lamarkii (Bagh-Ankura) and its 
pharmacology is being studied. Isochaksine prepared 
from chaksine, an alkaloid obtained from 'Chaksu' 
has been found to be a hypotensive agent. 

The other soluble portion of the alkaloids of 
Rhazya stricta decaisne showed a definite leucopenic 
activity and hence may prove useful in cancer therapy. 

A crystalline material named dewasterol has 
been isolated from Cedrus deodara (Dear wood) 
together with a viscous 'Diol' named dewardiol. 

The smooth muscle relaxant factor from Lavan- 
dula stoechs has been isolated and identified as 7- 
methoxy coumarin. Detailed pharmacology is being 
carried out with synthetic 7- methoxy coumarin. 

The chemical nature of the active principle pre- 
sent in the organo-metallic complex named 'Karellin' 
isolated earlier from karella (Momordica charanda) 
is being studied. 

2.   Chemical   of   alkaloids   and   some   other 
chemical studies 

On the chemical research side, efforts are being 
directed to reveal the structure of various crystalline 
and other chemically homogenous compounds isolated 
from plants. This includes work on certain important 
projects including alkaloids such as harmindine, 
ajmaline, isochaksine and marchine from AUmgium 
lamarckii. The best method for obtaining isochaksine 
from chaksine has been established and the alkaloid 
thus obtained is homogeneus, because different frac- 
tions of the base give a hydrochloride having some 
optical rotations. 
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3.    Phy\ics of liquids 
An important project relating to the physics of 

liquids has given some very interesting results. The 
earlier observations subsequently published on the 
activation energy jumps in aqueons ethyl alcohol 
have led to more detailed study of this process in 
other pure hydroxy lie liquids namely ethylene glycol 
glycerol and water, together with non-hydroxylic sol- 
vents like benzene and nheptane. Experiments have 
already been carried out to note the temperature 
dependence of refractive index of water and these 
results also suggest a cyclic variation 

4.    Biological studies 
A study of the blood cholesterol, sugar and 

haemoglobin level of normal male adults between 
ages of twenty-one to fifty years has revealed a co- 
relation between the cholesterol on the one hand and 
physical activitv on the other. 

Studies on the micro-organisms in locust, 
SchhhKen-a gregaria (firskal) revealed the presence 
of staphylococci, proteins morganic and candida. 
The toxin produced by the micro-organisms may have 
some injurious effect on the people who consume 
them. Some pathogenic micro-organisms have been 
isolated from the locust and experiments with regard 
to the methods in which these organisms on best be 
used for biological control of this pest are in progress 

5.    Applied  research 
X-ray examination of the manganese ores, 

asbestos-type materials and the chichali iron ores are 
being continued. Detailed studies are being made to 
obtain iron from the chichali  iron ores. 

"Balcrete" initially developed as a liquid forming 
agent has been successfully prepared in dry powder 
form on laboratory scale. Cotton seed fatty acid's 
betulinol (extracted from bhoj putter) condensation 
product has been found to be suitable as a varnishing 
agent. Evaluation of indigenous linseed oil for the 
production of stand oil has been completed. A red 
clay from jurute salt range of Jhelum hai been 
found to be useful as a partial replacement of port- 
land cement. Laboratory work on artificial facing 
stones and also the formulations of a substitute for 
white portland cement based paints have now been 
completed. The suitability of a process developed 
for the manufacture of sodium metasilicate, an in- 
dustrial detergent,  is being investigated 

The traditional tanning process for buffalo and 
cow hides with babul and mimosa barks takes about 
two to three months. This has now been cut down 
to four weeks by a modified procedure. A leather 
of good colour, substance and feel has been prepared 
from shark skins. Pilot plant producen will soon 
be undertaken. 

IAST REGIONAL LABORATORIES 
(i)    Plant   products   research 

Cinchona bark alkaloid 
Studies on th¿ picrate of alkaloid 'X' have re- 

galed it to be isomeric with quinamine and con- 
quinamine as a result of which it was concluded to 
be a different compound. The findings have been 
published. 

The initial results have shown tonosporide to be 
possessing a ketonic carbonyl group. 

Analysis of tinosporide hydrolyzed product 
On analysis,  it was found that the hydrolyzed 

product contains a molecule of water, verified by the 
dehydration experiments. 

Further crystallization of the mother liquor ha» 
yielded a new compound tinosporide B. The melting 
point was found to remain constant after ten crystalli- 
zations. It is different from tinosporide and has 
characteristic infra-red peaks. 

Active principles of Cephalandra indica 
A crude alkaloid was obtained from the extract 

of  the  roots   and  their picrates  were  made.    The 
picrate of the other soluble alkaloid was purified and 
found to possess characteristic infra-red peaks. 

Active principles of datura fastuosa 
328 gramme of crude alkaloids and 567 gramme 

of oily substance were extracted from datura seeds. 
Work on the purification of the crude alkaloid is in 
hand. 

Exceocaria agalocha 
Investigations for the active principle from 

Exceocaria agullocha have led to the isolation of two 
crystalline compounds, the semi-solid waxy substance 
obtained from the alcohol portion was chromatogra- 
phed. The first few fractions gave an oily and solid 
crystalline mass, soluble in almost all the organic 
solvents except water. OH group was detected by 
the infra-red spectras. Other solids were also ob- 
tained from other fractions. Their identification is 
in hand. 

Recovery of caffein from tea waste 
On further improvement, the process gave much 

higher yield of caffein, about 2.9 per cent as against 
3 per cent actual caffein content.    Semi-pilot plant 
studies have succeeded to give yield upto 2 per cent. 

(ii)    Fibre  research 
Studies in jute sticks 
Investigations have revealed that vanillin and 

syringakkhyde are obtainable from the lignin com- 
ponenti of jute-sticks, irreipective of the conditions 
of alkaline nitrophenzene. The molecular ratio was 
determined as 1:2. 

Analyses from ash, lignin, alcohol and benzene 
solubility, water solubility, ether solubility, 1 per 
cent Naoh solubility, holo-cellutose, Norman and 
Jenkin cellulose, pentosan and X-cellulose have been 
completed. 

Paper pulp from fitte wastes 
A patent giving details of the alkaline nitroben- 

wne pulping process hai been worked out for pre- 
paration of quality paper pulp from jute wattes. 
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Rayon pulp from jute stick and wastes 
Suitable   combinations   have   been   worked   out 

to prepare pulp of rayon specifications and excellent 
acetate rayon sheets were prepared using rayon grade 
pulps. 

(iii)    Essential oil 
The work on the extraction of essential oil from 

Eupatorium odoratum has yielded a pale yellow oil. 
I he yield of crude oil is ranged between 15 to 
20 per cent based on the weight of the fresh 
leaves. The black gummy mass obtained from the 
aqueous residue was further studied. The methanol 
triturated solution yielded inorganic material giving 
positive test of Na, K, and ct ions. The benzene 
and chloroform triturated solution yield negligible 
amount of heavy oil. 

(iv)    Fats and oils 

A simple method for preparation of erucic acid 
and derivatives has been evolved. Methods for detect- 
ing ienoleic acid in hydogenated fats have also been 
devised through combination of alkali isomerization 
and spectrographs. An efficient method of detecting 
nickle in hydrogenated fats is under investigation. 

Studies in respect of sesame oil fatty acids for 
preparation of Ienoleic acid, study of mesta and titgila 
oils, evaluation of basna, gouid and dhaincha under 
the oilseed survey programme are in diffeient stages 
of investigation. 

(v) Physical studies 
Investigations in this section have been carried 

out under two heads, (a) measurement and funda- 
mental studies, (b) developmental work, under (a) 
four items of studies are in progress. These are (i) 
a transformer ratio-arm bridge for the measurement of 
dielectric constant and power factor. The investiga- 
tion so far carried out has shown that measurements 
on low loss mica sheets have established the accuracy 
of the bridge over the frequence range from 5 Kc/s 
to 30 Kc/s. For good contracts between sample and 
electrode surface, mercury has been used with con- 
venient holder jigs, (ii) A system for the determina- 
tion of sound absorption in building materials has been 
proposed and construction of important parts have 
been completed, (iii) A simple method has been 
developed for determination of physical parameters of 
transistors requiring difficult frequency dependent 
measurements, fiv) The fabrication of an apparatus 
for rapid measurement of thermal conductivity and 
diffusivity of insulating materials was undertaken. 
Under (b) development work, two items, viz design 
consideration of dry batteries and a solid state battery 
charging unit are in progress. 

(vi)    Industrial microbiological research 
In   the   surface   culture   method   relationship 

between the tugar concentration in the medium of 
fermentation during the fermentation of oxalic acid has 
been worked out.  The initial finding* are promising. 

The optimum concentration of molasses has been 
determined from the surface method of fermentation. 
This has been in connection with the lactic acid fer- 
mentation of molasses. The recovery of the activity 
of used charcoal has been considerable. The partially 
decolourized molasses solution with other necessary 
ingredients has been fermented and brownish coloured 
vinegar has been obtained. 

(vii)    Botanical research 
The fungi isolated from infected Aquillaria 

agallocha were studied and found to belong to "fungi 
imperfecti". Expérimental study by treating the plants 
differently with different nutrients has shown that the 
groups treated with nitrogenous fertilizers were less 
susceptable to wilting. With the increase in water 
supply, the rate of wilt attack also increased. The 
rise of soil and atmospheric temperature has a similar 
effect, and at 20°C rise of temperature, the attack 
becomes more common. Application of potassium 
nitrate showed more resistance to attack. 

Macroscopic and mocroscopic studies have 
revealed that when attacked by bacteria, the vascular 
tissues turned to brown and the leaves of the vessels 
arc clogged with thick suspension of bacterial cells. 
The twenty strains of bacteria isolated so far are not 
responsible for wilting. 

2. Food and fruit research 
Work on the following research projects is in 

different stages of completion. (1) The assessment 
of nutritive quality of fish flour and fish macornoi; 
(2) fish storage in relation to cottage and mysin 
contents; (3) the structural changes of portein due 
to heat treatment and prevention: (4) the utilization 
of 'stick water' of fish; (5) the distribution of total 
nitrogen and N-PN under different conditions of treat- 
ment and storage of fish; (6) the mustard oil con- 
troversy, fish spoilage in relation to nutritive value; 
(7) the utilization of fish portein by different age 
groups; (8) the comparative study of the utilization 
of fish protein by mustard and ground-nut oil at 
different levels of protein caloric and fat caloric and 
so on. 

Investigations on eight projects — cereals and 
cereal products, peanut, sugar-cane juice, fruit and 
fruit products, vegetables, fish and fish products, pro- 
tein products and balanced protein food are in 
progress. 

A process for preparing fully fortified artificial 
milk with peanut, enforced better keeping quality, 
emulsion stability has been completed. A mixture of 
balanced proto n food has been adjusted to incorporate 
deordorized fish meals, resume meals, ground-nut 
meals, coconut and safflower meals. The protein 
contents of the mixture was high containing all essen- 
tial amino acids. 

3.    Glass and ceramics research 

When Mirpur black clay is mixed with Bijapur 
clay in the ratio of 1:4, it makes a better composition 
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for porcelain and earthenware. Experiments on a 
semi-pilot plant for extraction of alumina from Bijapur 
clay has been conducted and the extent of alumina in 
We leached solution has been determined. The 
economics of the process is under study. 

A low temperature porcelain glaze has been deve- 
loped for Bijapur clay. A comparative study is being 
done by using local and British quartz, flint, feldspar 
calcium carbonate in glazing the wares. 

A complete procedure for the analysis of 
Pakistani chromite ore has been developed. Initial 
nndmgs have shown this method more advantageous 
and rapid as compared to other analytical processes. 

A maximum removal of 95 per cent of iron has 
been obtained from Mirpur clay.   Analytical work on 
eleven samples of the clay has also been done. 

4.    Fuel research 

The analysis of Sylhet gas condensate has shown 

íríf^nfraCtÍ0n 0f the oil ^ in the ran«e 
8U c-24 C.    The infra-red studies of the crude oil 
as   well  as   the   subfractions   have  established   the 
absence of aromatics.    The fractions were confirmed 
to be seven to eleven cycle-paraffins. 

The high  temperature  cracking was continued 
around  800°C  at  atmospheric  pressure,  yielding   a 
complete series of aromatic from benzene to the most 
polycyclic system; the composition of the products 
liquid and gaseous, was also determined. 

The calorific value of charcoal obtained by des- 

nmTníSÍOnu0f ujUte'Stick was dcte•uied to be 
13105 BTU/lb.    With the yield up to 33 per cent 
The gas has a low calorific value because of a higher 
percentage of gaseous carbon dioxide. The composi- 
tion of the gas has been determined and so also the 
pyroligneous liquor and the soluble tar. The total 
acid is found to be 2.5 per cent. 

An apparatus assembly has been designed and 
set out to study absorption of different gases on dif- 
ferent actuated charcoals under sub-atmospheric 
pressure.   Further work is in progress. 

A laboratory plant has been designed and fabri- 
cated for the production of vetone. The percentage 
yield of glacial acetic acid and pyridine has been taken 
as absorbing mediums for ketene separately. In both 
cases the yield has been 50 per cent of the theoretical 
details. 

5.    Leather  research  division 
Preparation of transparent leather has been stan- 

dardized.   It is found that the raw sheep skins used 
for this purpose give better results. 

Dry tannin extract of the Sundri bark has been 
prepared under different room temperatures. Samples 
of dry tannin were employed to tan leather. The 
results nave oeen classified in five groups, according 
to the quality and colour of the leather. 

The blend of mvobalans extract with three parts 
of goran has produce^ a very good quality of leather. 
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Comparative studies have revealed that goat skins give 
better suede leather as to compared to sheep skins. 

WEST REGIONAL LABORATORIES 
1. Biological evaluation and fermentation 
The growing population of Pakistan and the cor- 

responding protein deficit have led the scientists to 
study other sources of amino acids. Soil micro- 
organisms capable of synthesizing amino-acids have 
been isolated and their capacity to produce amino- 
acids is being studied. Another protein for human 
consumption has been prepared from mustard-seed 
cake. 

A further source of protein is in the leaves 
which are generally fed to the animals and are con- 
verted into animal protein. Rate of this conversion 
varies from 20 to 30 per cent. The waste could be 
eliminated if the protein from the leaves are consumed 
by human beings. An economical process has been 
evolved for isolating the protein from the leaves The 
products have been approved by a taste panel A 
small unit for extracting protein from 200-300 pounds 
of leaves is being designed. 

2. Food technology section 
The work under this head covers a wide range 

of problems    The preparaiton of pectin from citrus 
wastes   starch phosphate from maize starch for the 
food industry and insulating material which may find 
to be of use in cold storage, freezers and ice boxes 
are some of the problems being attacked.  A hair dar- 
kening cream has been formulated.   It is comparable 
with the famous polycolour generally imported from 
Switzerland and sold at 9.00 rupees to 15.00 rupees 
per tube.   A very simple apparatus has been developed 
for   the   circular   thin-layer   chromatography.    The 
echnique will be used for essential and non-essentia 

amino acids.    Various analytical techniques have also 
been developed.   They include the colorimetrie déter- 
ra na ion of coba t and bromate.    Specific spot test 
or aldehyde developed in these laboratories sei aside 

T£^toTon ¿H0"" and 0ther °rganic comP°und^ The work on food preservation by sun-drying is being 

On a request from general headquarter certain 

EST? Tr^found which are su"Ä 
ST'iSTS.  h'80ft and unaffectcd f0r four 
days. Dries Haleem* prepared is a rich source of 
dietary proteo    When mixed with wheat, it fornw 

LKü¡r8upp,cment fw -^" 
3. Oils, fats and waxes 

v«, J?' pr?b,cn» 8tudied » this context include in- 
vestigation ,nto the chemistry of Euphorbium mi 
quorum  Unn,  Clerodendron   inerme,   wild  rose h* 

fH? cïf*• fr0m (0 Cordia obU<*ut (LMM); 
Gonnnn V5 (LaSUri); (iii) Cordi° rothi] (Goondi), nee lip,ds and others, and the synthesis of 

L 



A   COUNTRY  STUDY  ON   PAKISTAN 171 

clovene,  diphenyl  acrylic  acids,  alkylaryl  substances 
among other things. 

4.    Glass and ceramics 
In the applied field, synthesis has been carried 

out of the possible hypoglycemic agents such as 
thiazolyl ureas and aryl sulph onyl thiazolyl ureas. 
7- phenyl-i, 3-indane d-ione which is a reputed anti- 
coagulant, vitamin B,, diphenyl oxide, diphenyl acrylic 
acids and alkylaryl compounds. In addition, a plastic 
material for the protection of electrical installations 
calcium, lactate from molasses, epoxy resin from sur- 
plus acetone and terpineol from turpentine oil have 
been produced on the laboratory scale, with a view to 
assessing their economic and commercial feasibility. 
The sand from Peze areas has been found to be 
suitable for the manufacture of colourless glass after 
purification from iron content. Refractories including 
production on insulation bricks, clay pipe triangles, 
and asbestos wire gauge arc being made from Mianwali 
fireclay. 

Enamel powder has been successfully made from 
the indigenous raw materials. A special staining 
material for glass has also been developed; its pilot 
production is being done. Steel has been successfully 
anodized with aluminium and also the chromizing of 
steel surface has been achieved to make cooking pos- 
sible on steel as one of its special use. 

A mercury cell, sealed carbon resistances, ink for 
ball point pens, effective soldering flux and'a solar 
lish dehydrator have also been developed. These are 
ready for commercial exploitation. 

6.    Metallurgy 

Work on the preparation of electrical brushes or 
current collector brushes, self-lubricant or porous 
bearings is progressing satisfactorily. For the prepara- 
tion of the first two, metal powders like copper, lead 
and iron have been electrilytically prepared for ob- 
taining definite particle size. Battery plates for lead- 
acid storage-battery have been prepared. These plates 
compare very well with the imported ones. Lead 
and lead-oxide are required for the preparation of 
the plates. These salts have been obtained by leaching 
and electrolytic process. 

Chromium salts have been prepared from 
eh romite. Successful attempts have been made to 
prepare chrome salts at a comparatively lower tem- 
perature. This process can easily replace the soda 
process which works at a temperature of 1200°C to 
130O°C, copper has been extracted from copper ore 
containing 4-5 per cent of the metal. The process 
has been leased out to a party. 

7.   Physics and electronics 

Apparatus for experiments on solar energy utili- 
zation have been designed. Their construction is un- 
derway. Studies on the "inherent" limitation of solar 
energy utilization in under-developed areas is nearing 
completion. 

The Electronic Section has designed a practical 
circuit using transistors for generating saw-toothed 
wave form. It is a derivation of Millers' integrator 
and has been made regenerative by the addition of 
transistors and diodes. 

NORTH REGIONAL LABORATORIES 
1.'   Drug and medicinal plants 

Four alkaloids have been obtained from Carvdalis 
stewartii, bitter principles as benzoyl derivative have 
been obtained in the solid form. The yield of chloral 
by the chlorination of alcohol and subsequent treat- 
ment has increased sufficiently. A simple method is 
being devised for expressing oil from wild olive fruit. 
An essential oil has been obtained from the root of 
Skirpus maritimus. Preliminary studies indicate that 
it consists of seven fractions. Re-examination of 
adhatoda vasica (fresh material) has yielded a new 
a'kaloid, provisionally named 'vasicinine' with a mole- 
cular formula Cu H12 O2 Na having one oxygen atom 
more than vasicine. The fixed oil and essential oil 
fractions isolated from Scirpus maritimus arc being 
chemically examined. 

On the fundamental side, quinoline has been 
iodinated for the first time. Five and eight monodo- 
quinolines and 5:8- diiodoquinoline have been ob- 
tained; purified and characterized. The alkaloids from 
fraction B and fraction C obtained from Sarcococca 
saligna were found to have atropine like properties, 
but weaker than it. Further pharmacological studies 
are in progress. 

2.    Mineral research 

A process has been developed to extract alumina 
for aluminium-metallurgy. It has been found that 
aluminium oxide contents in low-grade latérites con- 
taining 7.76 to 16.0 per cent silica could be up 
graded from 90.0 per ccnt-95.0 per cent. The results 
are being evaluated. 

Haematites, latérites of Peshawar Hazara, Chitral 
and Sargodha regions were completely analyzed. The 
investigations are in progress for their utilization as 
red paint materials and in metallurgy. 

A method has been developed for micro deter- 
mination of copper by compexometric EDTA titration. 
Conditions of Ph, concentration of various re-agents 
and effects of interference are under detailed study. 

Attempts have been made to utilize activated 
magnesite for refining of raw sugar and vegetable oils. 
A paper on utilization of laterite residues for purifica- 
tion of factory gases has been prepared. Recovery of 
sulphur from spent oxide, lying as a waste in Daudhel 
Fertilizer Factory is under study. 

Experiments have been carried out to increase the 
yield of chloral used along with mono-chloro benezene 
to produce DDT. Success has been achieved to obtain 
61 per cent of the theoretical yield calculated on 
alchhol basis. 
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Processes for manufacturing general grinding 
wheel, floor grinding blocks and coated abrasives from 
Kabul River sand have been evolved. 

3. Fruit  technology 

The following products have been evolved during 
the period under review: 

1. Norela, a national fruit bcveragej 
2. lemon barley water; 
3. lemon butter; 
4. strawberry cordial; 
5. strawberry milk shake; 
6. ready-to-serve instant tea mix. 
The seasonal vegetables which are abundantly 

available were successfully preserved in the form of 
fermented pickles, without impairing their nutritive 
value. Cheap carbonated orange drink has been 
prepared from the juice of bitter oranges which grow 
abundantly in the north west region of Pakistan. It 
is found to have necessary nutritive constituents. Bit- 
ter orange peels were utilized for the preparation of 
crystallized peels having good storage life. Maturity 
tests on some varieties of sweet oranges were carried 
out with a view to find a right stage of maturity for 
processing, so that the final bottled drink retains maxi- 
mum flavour, good taste and necessary nutrients. 
Maturity ratios of hallin, pineapple, ruby red. red 
bood and late valentia have been determined. 

4. Wool research 

Studies have been made on some of the physical 
and chemical characteristics of Kaghani wool wax and 
its purified form "lanoline" widely used in the cosme- 
tic industry. It was found that the wool wax index 
has gone up to 10 to 12 per cent while previously 
it was only 3 to 4 per cent in indigenous Kaghani 
wool. 

Certain amino acids have been determined to 
correlate them with the spinning qualities of different 
Pakistani wool. Some of the physical contents such 
as nitrogen, sulphur, moisture, vegetable matters of the 
Hashtagri and Kaghani wool were estimated and the 
fibre diameters have been found. It was observed that 
finer fibres contained higher percentage of these con- 
stituents. 

7.    Institute of cotton research and technology 
cotton manufacture 

Cotton manufacture is the eventual purpose for 
which cotton is grown and marketed.   The Institute's 
reports on the technological properties of cotton are 
therefore of direct use to the manufacturing industry 
Industrial surveys on the problems of mill produc- 
tivity and efficiency have also been undertaken by 
the Institute.   To the manufacturers requesting con- 
sultation and assistance in problems relating to their 
specific operations, the Institute provides facilities for 
pilot scale spinning operations in its own spinning 
division and reports on the yarn spun under optimum 
conditions of operation. 

With the Government's drive for promoting ex- 
port of manufactured goods, a great deal of testing 
work is undertaken at the Institute on specimens of 
cotton yarn and cloth at various stages of manufac- 
ture. Institute's work thus helps foster quality in 
the produce of Pakistan textile mills and establishes 
the nation as an exporter of cotton goods of inter- 
nationally acceptable quality standards. 

Research  investigations 
A great deal of research work and investigation 

on problems of topical interest in the fields of cotton 
growing, marketing and manufacture of cotton is 
essential to any organization engaged in technological 
work on cotton. This is necessitated by the changing 
trends in patterns of raw cotton production, methods 
and machinery used in manufacturing and the con- 
sumers' tastes in wearing apparel. 

The Institute is comprised of well-equipped and 
staffed divisions in cotton spinning, testing and quality 
control, textile physics, textile chemistry and cotton- 
seed chemistry. Research investigations are pursued 
¡n each of the divisions to which the problems re- 
late. The results of the investigations are published 
from time to time, and new problems are taken up 
as the existing ones are concluded and their results 
published. 

8.    Central testing laboratories 

There is no arrangement for industrial research 
m   the   laboratories.     These  laboratories   serve   the 
purpose of ascertaining the quality and standard of 
various materials subjecting them to necessary phy- 
sical, chemical, mechanical and electrical tests.   These 
materials   include   raw   materials   produced   in   the 
country or imported from abroad for various indus- 
trial purposes,  raw materials and finished  products 
meant  for export,  finished products  imported  from 
abroad   viz   steel   and   steel   products,    ores   and 
minerals, fuel oils, lubricants, paints and varnishes, 
chemicals  of  all   descriptions,  insecticides,   building 
materials, cement and cement products, textile of all 
makes and quality.   All the materials are tested and 
analyzed in the laboratories and necessary certificates 
are issued to the parties concerned which help them 
in utilizing the right type of materials in their indus- 
tries, to import the right type of materials, to export 
the materials of standard quality and also these cer- 
tificates help the government organizations in select- 
ing right type of products for various development 
work in the country. 

9. Pakistan Atomic Energy Commission 

The Pakistan Atomic Energy Commission has 
since its inception examined the possibility of the 
application of atomic energy in the field of industry 
medicine and agriculture. With this end in view, thè 
research in the laboratories of the Commission is 
being directed to discover methods and processes that 
can help the industrial development of Pakistan. The 
Commission has also undertaken the establishment 
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of two nuclear power stations, one in each wing of 
Pakistan. In East Pakistan, the plant will have a 
generating capacity of 140.000 kilowatt and is pro- 
posed to be established at Rooppur near Ishurdi in the 
Pabna District. The plant is expected to come into 
operation in 1970 and will cost about 347.8 million 
rupees. In West Pakistan a nuclear power plant 
having a generating capacity of 137,000 kilowatt is be- 
ing established at Paradise Point on the Bulieji coast, 
fifteen miles west of the city of Karachi. The plan, 
complete in all respects, will approximately cost 316 
million rupees and is scheduled to be completed some 
time in 1969. Preliminary works on both the nuclear 
power projects is proceeding according to schedule. 
With the establishment of these two power pro- 
jects, the pace of industrial development in the coun- 
try will increase manifold. The Commission has also 
arranged the facilities for production of radio isotopes 
at the Pakistan Institute of Nuclear Science and 
Technology, Islamabad which has a five megawatt 
swimming pool type reactor as its central facility. The 
Commission's establishments have also conducted 
studies on the sterilization of surgical catguts and in- 
struments which are manufactured in the country and 
can be improved upon with the help of atomic energy. 
Similarly, production of radiation survey metres has 
also been undertaken. 

The techniques of industrial radiography and 
applications of level thickness and density gauges 
using radioisotopes are also being developed with a 
view to improve the quality control of industrial 
products. 
10.    Pakistan Industrial Technical Assistance Centre 

The training imparted by PITAC has proved 
extremely useful. Responses by industrial units (to 
which the trainees belonged) to a PITAC questionnaire 
revealed that in 87.5 per cent of the cases the trainees 
had acquired higher knowledge and skill; in 50 per 
cent of the cases, the trainees had contributed to im- 
provements in an equal percentage of cases, the pro- 
ducts made had shown quality improvements of up to 
30 per cent and a decrease in rejects of 10 per cent; in 
62.4 per cent of the cases, trainees had been instru- 
mental in carrying out training programmes in their 
respective factories. 

PITAC's advisory services have yielded results 
which are extremely encouraging. Some of them are 
listed below: 

1 ) A unit manufacturing bicycle parts saved 16 
per cent on material and 70 per cent on 
labour through PITAC advice. 

2) A  metal-drum   manufacturing  plant   saved 
15 per cent on material and 80 per cent on 
labour as a result of adopting a multicavity 
die design given by PITAC. Their produc- 
tion increased six-fold. 

3) A shoe-polish manufacturing plant saved 
3,750 rupees/per day through PITAC 
advice. 

4)    Many foundry  establishments saved   up  to 
37.5 per cent on coal per ton of iron melted 
Their melting time also improved trom 45 
minutes    to    only    eight    minutes.    Their 
molten production rose by a factor of four. 

The impact of PITAC's tooling services is shown 
by the following examples: 

1 ) An electric instrument manufacturer is saving 
30 per cent in foreign exchange on com- 
ponents by manufacturing them locally, 
through the use of tools and dies dcsirncd. 
developed and manufactured by PITAC. 

2) A motor car assembly unit saved foreign 
exchange worth 20,000 rupees through 
PITAC's help by the manufacture of a com- 
plete body assembly fixture. 

3) Production tools developed by PITAC have 
enabled several industries to save up to 30 
per cent on raw materials, eliminated inter- 
ruptions in production owing to tool break- 
downs, saved man hours by up to 50 per 
cent, and increased production by up to 600 
per cent. 

A distinguishing feature of PITAC's training 
programme for 1964-65 was that it was required to 
give advanced training in metal trade practices to 
ten graduate engineers of WPIDC who were hitherto 
being trained abroad. These engineers will form 
the nucleus for the machine tool factory proposed 
to be established in the third five-year plan in 
Karachi. This effectively demonstrates the utility of 
the organization and the place given to it in the 
technical field. 

In order to determine the usefulness of PITAC's 
training programme  and their impact on  industrial 
productivity, the "Training Evaluation System"  was 
developed in which questionnaires are circulated to 
each  sponsoring unit  and  to individual  participant 
trainee,  three months  after  the trainees'  return  to 
the    parent   organization.    The   following    is    the 
analysis of the replies received, which reveal  some 
very  interesting and  encouraging results: 

Opinion of the sponsors 
87.5 per cent have reported that PITAC's train- 
ing has added considerable skill and knowledge 
to their personnel. 
50 per cent have reported that their trainees 
after obtaining PITAC's training have offered 
concrete suggestions for adoption in their fac- 
factories for improving quality, increasing pro- 
duction and reducing cost. 
50 per cent have reported that they have adopted 
the improvements suggested by PITAC trained 
personnel. 
As a result of the adoption of suggestions 

proposed by PITAC trained personnel: 
50.5  per cent  have  reported that the  quality 
of their products has improved by 30 per cent. 
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25  per cent  have reported decrease in  rejects 
by   10 per cent.    12.5  per cent  have  reported 
reduction of raw material wastage. 
37.5   per  cent  have  reported   10   per  cent   re- 
duction in tool costs. 
37.5  per cent have reported increase in  equip- 
ment utilization up to 25 per cent. 
62.4    per   cent   have   reported    that   PITAC's 
trained personnel are able to train others. 
On an average each PITAC trained person has 
in  tum upgraded four technicians  in  improved 
production techniques in his parent factory. 
Engineering universities and polytechnic institutes 

have  reported   that   PITAC's   training   has   enabled 
their instructors  to  impart   training  to  the  students 
more effectively  and in equipping'them with  better 
techniques thereby resulting in considerable improve- 
ment of skiils and knowledge of the students. 
Tooling and process development activities 

The impact of PITAC's production facilities by 
way of assisting industries in developing, designing 
and manufacturing precision tools, like production 
dies, moulds, jigs, fixtures, gauges and so on, enabled 
them to improve and maintain quality of their pro- 
ducts, reduce wastage and production cost. Besides 
the tooling facilities, PITAC has also been assisting 
industries by extending common facilities to units 
that require high precision finish to their products 
and components, or those who are not able to obtain 
high quality patterns, castings, and components of 
intricate design and finish. In other cases, PITAC 
demonstrates improved processes to enable the indus- 
tries to adopt these for increased productivity. 

The amount of foreign exchange saving to the 
country through the production of tools, dies and 
fixtures manufactured by PITAC for industries does 
not exceed beyond a small amount a year, 
but the indirect benefits and savings as a result of 
PITAC's services to industries easily amount to much 
more. As the determination of the value of the 
indirect benefits and savings is physically not possible, 
a few factors indicative of these benefits arc quoted 
below: 

(a) reduction and elimination of breakdown 
time of industrial plants which has in turn 
increased production considerably; 

(b) improvement of quality of products together 
with production increase enabled industries 
to replace more imported goods to conserve 
foreign exchange; 

(c) reduction of imported coke consumption has 
helped the foundry industry to reduce cost 
of manufacture and produce more from the 
same amount of imported coke; 

(d) reduction of wastage of imported raw ma- 
terial and substitution of cheaper raw 
material in place of expensive ones, without 
effecting the quality has enabled the indus- 

tries to produce more from the same 
amount of foreign exchange on imported 
material, resulting in higher production 
without additional foreign exchange expendi- 
ture; 

(e) as a result of increased production, im- 
provement of quality and reduction of pro- 
duction costs the industries are able to 
export more and earn more foreign exchange 
for the country. 

To inculcate creative thinking in the engineers 
and technicians, and to encourage indigenous manu- 
facture of essential precision equipment and machine 
aids, which are not thus far made in the country 
for import substitution, PITAC has taken upon itself 
the task of design and manufacture of such cquin- 
ment. ^   v 

Some of the equipment facilities at PITAC are 
new to the country and unique in Pakistan. Such 
facilities cannot be economically afforded by in- 
dividual industries, nor are such facilities justified in 
every industrial unit using dies, jigs and fixtures. 
These facilities provided by PITAC are increasingly 
being adopted by the industries, year after year to 
improve their product standards, as competition'be- 
comes more and more pronounced. 

PITAC's advisory and consultation services are 
provided to private industries for the solution of their 
production problems that arise in their day-to-day 
operations. 

During 1964-65, 1,061 industrial visits in both 
wings of the country were made by PITAC engineers 
for rendering in-plant advice. 

11 Investment Advisory Centre of Pakistan 
The Centre came into operation in October 1963 

Since then it has undertaken and completed several 
studies for local entrepreneurs and development banks 
The demand for the Centre's consulting services has 
increased. Positive steps have been taken by the 
Centre to broaden the base of the professional assistance 
that it might give to government bodies within Pakistan 
It concluded arrangements with the Ministry of Food 
and Agriculture for conducting a technological audit of 
the country's existing and potential agricultural re- 
sources that could be used to create new agriculture- 
based industries. Similarly the Centre has made ar- 
rangements to assist the Pakistan Council of Scientific 
and Industrial Research in the commercialization of 
its applied research. 

The Centre's record of studies and surveys is quite 
impressive.    A brief review of some of the projects 
completed and in hand is given below: 
Projects completed 

Market survey of truck and bus requirements in 
Pakistan: development of a study survey work 
plan, supervision of the survey and editing of a 
report prepared by a development bank- 
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Insulation tape project: a complete pre-investment 
study of a proposed plant; 
Cement plant for Kohat area: evaluation of a 
feasibility study prepared by a client for a cement 
plant in Kohat; 
Cotton linters: analysis of possible uses for 
second-cut cotton linters; 
Chicken feed study: a project to determine whe- 
ther acceptable chicken feed can be manufactured 
from local products; 
Broiler and egg market study: assessment of the 
market for broilers and eggs in the Karachi area; 
Market survey for a proposed biscuit factory: 
determination of the present biscuit production 
capacity in West Pakistan and the nature and 
extent of the market which additional facilities 
might expect to capture; 
Glassine and grease-proof paper: evaluation of the 
marketing, engineering, and financial aspects of a 
feasibility report prepared for a proposed plant; 
Manufacture of spiral welded pipe: appraisal of 
the technical suitability of spiral welded pipe for 
a specific market in Pakistan; 
Agricultural and hand tool plant: a complete pre- 
investment study for hand and agricultural tool 
manufacture. 

Projects in hand 
Power line poles and accessories: appraisal of 
predicted electrification programme in order to 
recommend possible new industries based on 
components; 
Cost of production of processed and canned fruits : 
study to investigate the possibility of reducing the 
costs of processing and canning fruit, in order to 
increase exports; 
Hardboard, chipboard and Formica: analysis of 
the present and future market for these products; 
Pre-investment study of chipboard and Formica 
sheets: complete pre-investment study of a pro- 
posed plant to manufacture these items; 
Automobile industry survey: a study to determine 
the existing and 1980 market for automobiles and 
to recommend one out of numerous proposals 
received; 
Domestic production and industrial imports: 
economic suivey of Pakistan's domestic produc- 
tion and industrial imports; 
Export markets: economic survey of potential 
export markets; 
Pie-investment study for a glass bottle industry: 
study to provide assistance in processing a loan 
application; 
Pre-investment study for a sheet glass industry: 
pre-investment study preliminary to loan applica- 
tion; 

Industries based on agricultural products or 
wastes: review of industries which could be based 
on agricultural products or wastes. 

12. Pakistan Standard Institute 

Realizing the supreme importance of standardiza- 
tion, the Government of Pakistan established the 
Pakistan Standards Institution in 1951. For various 
reasons, there was not much progress in the work 
until 1958. However, during the last seven years, 
the PSI has been able to lay down more than 576 
national standards on various industrial products in- 
cluding some agriculture produces and food products. 

The real purpose of laying down standard 
specifications is to implement them for the benefit of 
the country. Realising this, the Government in 1961 
promulgated the Certification Marks Ordinance, em- 
powering the PSI to issue licences to industries capable 
of manufacturing products in conformity with PSI 
standards. 

The response from industrialists to the use of the 
Certification Mark is slow but is expected to grow 
when the benefits begin to show. A few industrialists 
in Karachi and Gujranwala have started using the 
Marks. 

The major difficulty in the adoption of standards 
is ignorance on the part of industrialists about the 
technical aspects of product quality. 

13. National  Investment  Trust 

The National Investment (Unit) Trust completed 
the second year of its operation on the 31 December 
1964. The progress during the year set the Trust well 
on the way to fulfilling its role of channelling savings 
and giving them a stake in the industrialization of the 
country along with a share in industrial profits. 

The year was marked by the first income distribu- 
tion at the rate of fifty paisa per unit. The total 
amount to be distributed by the Trust will be 
3,327,000 rupees. This sum represents income from 
dividends, interest and an element of income realized 
in the sale price of units. 

The sale and repurchase prices of units stood at 
11.50 rupees and 11.30 rupees at the end of 1964 as 
compared with the first issue price of 10.00 rupees per 
unit. 

There was a steady increase in the number of 
units held by the public during the year. The net sale 
of units during the year amounted to 2,569,616. Units 
outstanding on the 31 December 1964 were 6,654,726 
and the proceeds of sales amounted to 69,813,078 
rupees. The rate of repurchase, which had been 27 per 
cent in the previous year, came down to 10 per cent 
in 1964 showing growing interest on the part of in-' 
vestors. 

A gratifying feature was the increase in the num- 
ber of unit-holders from 6,392 at the end of 1963 to 
10,148 at the end of 1964. The introduction of one- 
unit certificates along with the publicity campaign has 
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awakened the interest of industrial workers and other 
small investors in the low income group. Thus, the 
source of the Trust funds is increasingly spread out 
among a large number of beneficiaries. 

In order to popularize the units, the management 
company entered upon a widespread publicity campaign 
and opened regional offices during 1964. Units of the 
Trust are now regularly quoted on the stock exchange. 

The funds were spread over eighty-three equities 
at the end of 1964 compared with twenty-five at the 
end of 1963. The Trust portfolio now covers most 
of the important industrial shares. It is weighted 
somewhat on the side of new issues which are con- 
stantly appearing and are attractive from the point of 
view of sound investment over a period of years. 
New issues have brought capital appreciation but 
would yield dividends only after the respective projects 
operate successfully for some time. 

A stabilizing influence has been felt on the stock 
market as a result of the operations of the Trust which 
is by now one of the most significant investors on the 
stock exchange. Despite bearish factors which appear- 
ed during the second half of 1964, the units of the 
Trust held their own. Its buying and selling policy has 
very often cramped speculative swings which might 
otherwise have appeared on the stock exchange. 
14. WPIDC Institute of Management Development 
General 

The West Pakistan Institute of Management 
(previously known as the Institute of Personnel 
Training) was set up in 1954 under the aegis of 
the PIDC. Technical and financial assistance was 
provided by the Ford Foundation for an initial period 
of three years. In 1963, the Institute embarked on 
a greatly enlarged programme of management training 
and development as a result of an agreement reached 
between the Government of Pakistan, the United 
Nations Special Fund and the ILO. The Scheme was 
approved by the executive committee of the National 
Economic Council in April 1963, and was called the 
West Pakistan Management Development and Indus- 
trial Training Scheme. This is the only institution of its 
kind operating in West Pakistan and providing an 
essential service to improve performance of executives 
at all levels of management in order to achieve 
optimum productivity. 

The Institute's assignment is to develop a man- 
agement training and counselling service for the 
industrial and business establishments of West 
Pakistan. The long-term objective is to help stimu- 
late productivity and the use of sound business 
practices. The expectation is that this will contribute 
to the developing economy in a sound and practical 
way and help raise the standard of living throughout 
the country. 

It is recognized that, to obtain the objectives 
as stated, the Institute's programmes must be practical 
and directed towards the recognized needs of industry 
and   business.   Full  co-operation  between  the  two 

parties is essential. This will ensure that the Institute 
will concentrate on those matters that are of urgent 
concern and that industrial and business managers 
will work m a climate that encourages the application 
ot sound, advanced methods or those that will give 
the greatest assurance of results in line with high 
objectives. b 

It is important to keep in mind that the expand- 
ing economy will put not only enlarged but new and 
different demands on the industrial and business 
leaders It » reasonable to expect that the more 
successful are those who adapt most fully to the 
changing needs and demands of the situations as they 
anSew T
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insight, flexibility and preparation to assure practical 
effective action to guarantee sound progress. It is 
with this aim in view, that the Industrial and Business 
Management and the West Pakistan Institute of 
Management can work together, in the years ahead 
to give the most beneficial results. 
Training activities 

Over 12,000 business executives and supervisors 
from about 500 organizations in East and West 
Pakistan have participated in the Institute sponsored 
training programmes during the past twelve years 
The activities of the Institute have been divided into 
six areas mentioned below: 

a) General Management 
b) Financial Management 
c) Labour-management Relations 
d) Production Management Relations 
e) Sales/Marketing 
f) Supervisory Training 
There is also a case research and development 

programme designed to develop indigenous case ma- 
terial for use in the Institute's various training pro- 
gramme on the pattern of Harvard Case Method of 
Instruction. This activity is considered particularly 
important as the Institute is working towards institu- 
tionizing the Advanced Management Programme for 
senior executives, presently conducted by professors 
from the Harvard Business School, so that the teach- 
ing staff of the Institute will be in a position to under- 
take this work on their own after some time. 

The training programmes conducted in 1965 are 
shown below: 

*«» »„„.,.,., "Ltr 
January  65      Development Course for Managers 14 

Financial Management Seminar .. 19 
Trainer Training in Job Relations 6 

February 65    Textile  Cost  Accounting   Seminar 17 
Industrial  Productivity  Course   .. 14 

March  65        Management   Course   for   Junior 
Executives        24 

Marketing   Management    Seminar 12 
Trainer Training in Job Safety  .. 9 

April  65          Management   Course   for   Junior 
Executives        35 

Work Study Training Course   .!. 17 
May 65            Trainer Training in  Job  Methods 8 
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June 65           Development Course for Managers 23 
July  65            Financial Management Seminar .. 18 

Basic   Office   Supervision     12 
August  65        Advanced Management Programme 41 

Personnel Management Seminar .. 19 
O and M Course    31 
Basic Office Supervision    14 

October  65      Basic  Office  Supervision     13 
Industrial  Relations Seminar   .... 15 
Accounting   for   Non-Accountants 10 

November 65   Management   Course   for   Junior 
Executives        28 

Textile  Cost  Accounting  Seminar 9 
Work Study Training Course   ... 11 
Industrial Productivity Course  ... 10 

December 65   Personnel Management Seminar .. 16 
Marketing   Management   Seminar 18 
Trainer Training in Job Relations 13 

It is expected that in the current year fifty courses 
will be organized as against twenty-eight held in 196S. 

VII.    TECHNICAL TRAINING: MANPOWER 
DEVELOPMENT 

a.   Manpower surveys conducted 

The Department of Manpower and Employment 
of the Labour and Social Welfare Division (now 
abolished) conducted three comprehensive manpower 
surveys in the country in 1955, 1957 and 1959. These 
surveys were carried out to fill the large gaps in the 
existing manpower information, which had been 
rendered out of date because of the large influx of 
refugees into the country. Each round of the compre- 
hensive survey comprised the following four enquiries. 

1 ) Sample labour force survey based on house- 
hold enquiries provided data on: 
a) composition of the household by size; 
b) age and sex distribution; 
c) industrial and occupational structure; 
d) employment status and position; 
c)    estimates   of   employment,   under-em- 

ployment and unemployment. 
2) Establishment enquiry covered all known 

establishments employing twenty or more 
workers, irrespective of their economic 
activities. The enquiry provided information 
on: 
a) trends   of  employment   by   area  and 

economic activity; 
b) skilled labour shortages; 
c) reasons for hindrances to expansion of 

employment; 
d) structure of employment by levels of 

skills. 
3) Enquiry similar to the one mentioned in 

section 2 above covering small establishments 
engaged in manufacturing activities, employ- 
ing fewer than twenty persons and located 
in large towns only. 

4) Enquiry   into   technical,   professional   and 
vocational training institutions to assess: 
a) existing training facilities by trade; 
b) maximum training capacities; 
c) hindrances to expansion of the training 

programme. 
The 1955 survey revealed that the labour force 

was 26.1 million or 31.8 per cent of the population 
(the estimated mid-1955 population being 83 million). 
This proportion was slightly higher than that deter- 
mined in the 1951 census, which placed it at 30.7 per 
cent or 23.2 million in a population of 75.84 million. 

The 1955 survey report showed that women 
formed only 4.5 per cent of the labour force. 

The population of Pakistan was estimated at 93.7 
million in the 1961 census. If the 1955 ratio is applied 
to this figure, the labour force in 1961 would be 29.8 
million. An estimate of the population in 1965 is 113 
million, of which the labour force constitutes 37.2 
million, giving a percentage of 32.92. Table 20 shows 
the percentage distribution of the labour force by 
economic groups in 1951, 1955 and 1959 in West and 
East Pakistan. 

TABLE 20.   PERCENTAGE DISTRIBUTION OF LABOUR FORCE BY 
ECONOMIC GROUPS,   1951,   1955   AND   1959 

mi 19S1 1M9 

B*"' Et« Wert Em Weil      Emi 
Eeonomie ¡roup Papuan Papuan Pattinar, Papuan Pakinan Pjk„:jn 

Agriculture         66 84.7 54.5 73 55.9   78.0 
Manufacturing          9.5 3.9 15.1 7.1 13.9     6.0 
Construction          0.7 1.1 4.3 0.5 3.0     0.9 
Trade   and   commerce     6.7 3.9 8.3 5.7 10.6     4.5 
Transport and 

communications             1.2 1.6 2.3 1.8 2.6     1.2 
Services          8.4 3.8 13.9 9.7 12.0     7.9 
Unclassified            7.3 1.0 1.2 2.1 1.8      1.4 
Mining/public   utilities     0.2 — 0.4 0.1 0.2 

loo loo loo too Foo   100 

Tables 21 and 22 show the results of the 1959 
survey for the whole of Pakistan. 

TABLE 21.   PERCENTAGE DISTRIBUTION OF LABOUR FORCE BY 
INDUSTRIAL GROUPS, 1959 

Lètte    Small urkan 
 InJmtTM group                                   tomi         aren Villain 

Agriculture,   forestry,   fishing   and 
hunting             2.1        22.4 67.2 

Mining and quarrying        0.1         0.2 — 
Manufacturing          29.7       21.3 10.9 
Construction           4.0         4.2 2.6 
Public  utility  services  (gas, water 

and sanitary services)          1.0        0.4 0.1 
Trade and commerce      25.2       23.5 7.1 
Transport, storage and communica- 

tions              9.1          4.7 1.4 
Services          26.3       21.7 8.9 
Unclassified            2.5         1.6 1.8 

100.0      100.0 100.0 
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TABLE 22.   PERCENTAGE DISTRIBUTION OF  LABOUR FORCE BY 
OCCUPATIONAL CROUPS,  1959 

l.ar¿f     Sfiiill ttrb.in 
 <><'«f>tio«*l irrmf ,<»,„, a,ta, Y,llaec, 

Professional, technical and related 5.7 5.0 2.1 
Managerial,   administrative,   clerical 

and related     15.7 7.1 14 
Sales  and  related     21.5 18.5 5.4 
Farming,     hunting,     fishing     and 

forestry       2.4 20.2 66.4 
Mining and  quarrying                 
Transport operations     3.9 2.3 0.8 
Crafts,   production   processes   and 

related        35.6 31.5 16.9 
Services         13.0 12.0 5.4 
Unclassified        2.2 3.4 1.6 

100.0      100.0      100.0 

b.   Need« for various categories of personnel 

Lack of representative data on present utilization 
and requirements of professional and technical 
personnel at various levels and in different industries 
makes it difficult to predict the future demand for 
such personnel. However, the second five-year plan 
(1960-1965) contained rough estimates of needs on 
the basis of proposed physical and investment targets, 
as follows: 

Graduate engineers          4,400. 
Graduate scientists   800. 
Technicians (diploma level)       13,700. 
Craftsmen       200,000. 
The National Manpower Council has prepared 

estimates of population, labour force, employment and 
trained manpower requirements for the next four 
successive plan periods, as shown in table 23. 

c.   Training programme 

Two training centres for skilled labour, one in 
Karachi and the other in Dacca, have been constructed 

TABLE 23.   ESTIMATED MANPOWER, REQUIREMENTS 

with the assistance of SEATO and United States AID. 
Each of these centres has an annual intake capacity 
of 450 trainees and impart training in mechanical, 
electrical and wood working trades besides providing 
facilities for training fifty instructors per year. Sub- 
stantial progress has been made on the project relating 
to management development and the training of 
supervisors and instructors in East Pakistan; it has 
been undernken with the assistance of the United 
Nations Special Fund and the International Labour 
Organisation and includes the Instructor Training 
Centre at Chittagong, the Management Development 
Centre at Dacca and the Marine Diesel Training 
Centre at Narayanganj. The project aims at raising 
the standards of industrial management and improving 
the efficiency of industrial operations by supplying a 
trained labour force. 

The construction of buildings for the Instructor 
Training Centre at Chittagong and the Management 
Development Centre at Dacca has been completed. 
The Instructor Training Centre at Chittagong has 
started functioning in the newly constructed building 
with 100 trainees on the roll, but ultimately it will 
provide training facilities for 330 workers 
from mechanical industries, besides conducting courses 
for fifty instructors every year. Several successful 
courses have been organized by the Management De- 
velopment Centre at Dacca on management develop- 
ment (including productivity improvement), training of 
managers and supervisors, and labour-management 
relations. An increasing number of industries are 
showing interest in the training programmes and are 
sending their managers and supervisors to participate. 

The Marine Diesel Training Centre at Narayanganj 
has started regular courses at different levels to meet 
the increasing demand, mainly of the inland water 
transport services, for trained drivers, mechanics, diesel 
artificers, instructors and supervisors. The Centre is 
designed to provide courses for 380 trainees annually. 

•Y THE END OF 1970, 1975, 1980 AND 1985 

Third plan 

19M7979 

Professional or high-level manpower 
Agricultural  Scientists     
Physical   scientists      
Social   scientists     
Architects and engineers    
Doctors         
Educationalists  (college and  university level)   . 
Technical   educationalists     

Sub-professional or middle-level manpower 
Agricultural technicians    
Science and manufacturing technologists     
Educationalists  (secondary schools)     
Social service workers    
Technical educationalists     
Nurses and health visitors   

Skilled craftsmen or low-level manpower 
Skilled craftsmen     
Primary  teachers     
Technical teachers     

4,400 
1,900 
1,500 
9,400 
3,500 
6,000 
1,000 

24,500 
25,000 
40,000 

1.000 
1,100 
7,000 

336,000 
116,000 

4,000 

Fourth plan 

I97II97Í 

6,100 
2,600 
2,100 

12,900 
4,800 
8,300 
1.400 

33,800 
34,400 
55,100 

1,300 
1,500 
9,600 

463,000 
146,000 

5,500 

Fifth flan 

mi-mo 
Sixth pin 

•mint 

7,500 
3,200 
2,600 

16,100 
6,000 

10,300 
1,700 

42,000 
43,000 
68,000 

1,700 
1,900 

¡2,000 

575,000 
198,500 

6,800 

8,700 
3.800 
3,000 

18,600 
6,900 

11,900 
2,000 

48.000 
49,000 
79,000 
2,000 
2,200 

14,000 

663.000 
229,500 

74,900 

26,700 
11,500 
9,000 

57,000 
21,200 
36,500 
6,100 

148,300 
150,400 
242,000 

6,000 
6,700 

42,600 

2,037,000 
689,500 
24,200 
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The Government of the Federal Republic of 
Germany has agreed to provide 2.5 million rupees in 
foreign exchange to meet the cost of tools and equip- 
ment for establishing two technical training centres for 
skilled workers with a capacity of 240, one each at 
Lahore (Moghalpura) and Dacca. The centres would, 
in particular, meet the requirements of skilled trades- 
men for the railways and heavy industry. Construction 
of these centres has not yet been started. The United 
Nations Special Fund has agreed to provide 600,000 
rupees in foreign exchange for the West Pakistan 
Management Development and Instructor Training 
Centre at Hyderabad, and the Management Develop- 
ment Centre and the Apprenticeship Training unit at 
Karachi. Tne scheme envisages an integrated pro- 
gramme of training in management, productivity 
improvement, labour relations and industrial training. 
The project has not made any headway because of 
delay in making the final arrangements for foreign 
assistance. 

A training institute established at Karachi to 
provide training facilities to persons seeking employ- 
ment as seamen has started functioning with its first 
batch of 60 trainees. 

Negotiations were commenced in 1960/61 to 
obtain technical assistance from the United Nations 
Special Fund and ILO for a manpower planning 
project to undertake a broad programme for the 
development and utilization of human resources in 
relation to the economic development programme, as 
recommended in the plan, and to assist the National 
Manpower Council, constituted in February 1962, in 
developing the work programme of its related bodies 
and supporting directorate and in establishing an 
effective manpower assessment and planning organiza- 
tion in the Planning Commission. These negotiations 
have now been concluded. 

d.   Evaluation of succats in m*MUslnf mawaowar 
resources 

Like all other countries in the course of develop- 
ment, Pakistan is short of highly trained technical 
operatives, supervisors and managers in almost all 
fields. This shortage sometimes causes delay in the 
implementation of projects, but such instances are in- 
frequent. In addition to the training potential 
mentioned above, a large number of operatives are 
being trained under conditions which cannot be called 
satisfactory. Nevertheless, because of the urgent need 
for trained hands over a large field of occupations, 
even indifferently trained persons in many instances are 
being employed in the absence of trained persons. 

The implementation of schemes has generally 
been slow because of the lack of adequate initiative 
and drive on the part of the executing agencies and also 
because of delays arising out of the transfer of certain 
schemes from the Central Government to the 
provincial governments. Some schemes have not 
made progress because of delay in the finalization of 
agreements with the aid-giving agencies, as in the case 

of  the   Pakistan — German   skilled   labour   training 
Centres and the management development centres. 

t.   Futur* »rof ramm« af manpower aevolaniiiaiit 

The measures taken to promote employment in 
organized industries in urban areas will continue, and 
will include fuller utilization of existing industrial 
capacity by introducing multiple shifts and removing 
handicaps such as the non-availability of raw materials 
and spare parts. Other measures will be the develop- 
ment of handicrafts, cottage and small-scale industries 
and feeder industries, suburban activities to meet the 
expanding demand for meat, eggs and vegetables, and 
the expansion of health, education and training 
programmes. 

The critical shortage of high-level manpower will 
be met by undertaking the following specific measures: 

1 ) Registration of high-level manpower will be 
undertaken with the assistance of educational, 
scientific and professional bodies to provide 
central information on the availability and 
qualifications of such manpower and to 
utilize and develop it. 

2) The National Employment Bureau will be 
strengthened to undertake comprehensive 
registration of highly qualified Pakistanis 
living abroad, to disseminate details about 
them and to furnish information on suitable 
job opportunities in the country. 

3) University placement bureaus will be set up 
in all the universities to give vocational 
guidance and employment counselling, to 
provide part-time employment to students 
and full-time employment to graduates, and 
to furnish particulars of high-level man- 
power. 

There is a need to retrain the released defence 
personnel for civilian employment, to train self- 
employed artisans and craftsmen, and to develop con- 
struction skills for rural works programmes. The 
training capacity of the existing skilled labour and in- 
structor training centres will be doubled. In addition, 
four new centres each with a capacity of 350 trainees 
and a marine diesel training centre for 250 trainees 
will be established in East Pakistan and six new centres 
for 350 trainees each will be set up in West Pakistan. 
In order to enforce the Apprenticeship Training 
Ordinance, 1962, the existing four Regional Appren- 
ticeship Directorates at East Pakistan and West 
Pakistan will be improved and expanded; four new 
Regional Directorates will be provided in East Pakistan 
and seven in West Pakistan. 

For the benefit of self-employed artisans and 
craftsmen, information on intermediate technology 
relating to various trades and crafts will be assembled 
at one place and will be disseminated through mobile 
training and demonstration workshops in rural areas, 
and by arranging evening classes in existing training 
institutions in urban areas.   Audio-visual aids can play 
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a particularly important role in this type of training 
programme Four pilot mobile demonstration and 
training workshops will ne organized in East Pakistan 
and six in West Pakistan on industrial rather than 
classroom lines, and will be partially self-supporting 
since they will also perform services to the community 
on a semi-commercial basis. 

There is an acute shortage of elementary con- 
struction skills in the country, particularly in rural 
areas, due to works programmes It is therefore 
necessary to undertake the training of masons, brick- 
layers, blacksmiths, carpenters, plumbers, fitters and 
welders in rural areas. These construction skills can 
be provided under a co-ordinated training programme 
in co-operation with the Basic Democracies through 
mobile demonstration-cum-training woikshops, train- 
ing-cum-development corps, labour co-operatives on a 
voluntary basis, and on-the-job trai-.mg by constructors. 

The existing Management Development Centre in 
East Pakistan and the WPIDC Institute oí Manage- 
ment in West Pakistan will be expanded in scope, 
particularly in regard to management functions and the 
improvement of production techniques. The Centre 
at Dacca may be attached to EPIDC, so that it can 
have a measure of autonomy and effectiveness and 
exert a creative influence over industrial enterprises. 

One industrial productivity centre may be 
established in each province to train productivity 
specialists and organize programmes, such as work 
study production planning and control, and quality 
control, and to give practical demonstrations in in- 
dustrial undertakings. 

The two existing trades union institutes run by 
the Pakistan Workers' Educational Society suffer from 
a lack of finance Substantial grants may be provided 
to assist them in their activities Other national trades 
union organizations can be associated with them and 
they may be encouraged to set up a third institute in 
the northern region of West Pakistan. The existing 
National Institute of Labour Administration Training 
in Karachi, the Industrial Relations Institute in East 
Pakistan and a similar institute currently being set up 
in West Pakistan may be further improved and 
expanded. There is also need for a new institute of 
industrial relations in the southern region of West 
Pakistan. 

VIII.    DfVlLOPMINT Of MAJOR INDUSTRI!? 
«.   IifcfrMtf >w¿w»riw 

1     Background 
At the time of Independence, in 1947, Pakistan 

had no more than 35 proper factories. Of those, 17 
were cotton textile mills. Industries started to grow 
initially on the basis of the ad hoc sanction of schemes 
and it was only after the constitution of the Planning 
Board (Planning Commission) in 1951 that the 
scientific planning and execution of schemes came into 
evidence. 

In keeping with the Government's policy of giving 
maximum scope to private enterprise, a good deal of 

flexibility was provided in the investment and produc- 
tion targets, as it was realized that the movement of 
demand and supply cannot be accurately predicted. 
The actual determination of the number and size of 
units in individual industries was left largely to private 
enterprise. 

At the time of Independence, Pakistan had no 
facilities for the domestic production of fertilizers, 
paper, newsprint, wire and cables, steel or any other 
heavy industries. A beginning has already been made 
in all these fields. By the middle of 1965, fertilizer 
production is expected to be 550 thousand tons, which 
will meet almost 55 per cent of the requirements of 
nitrogen fertilizers. An anticipated production of 
30,000 tons of paper will meet almost the entire 
demand for writing paper, while the newsprint and 
mechanical paper production of 56,000 tons will leave 
a surplus of at least 10,000 tons for export. The 
domestic production of certain chemicals such as soda 
ash, caustic soda, and sulphuric acid has also been 
started. Capacity has also been expanded and 
developed for the manufacture of pipes and fittings, 
re-rolled steel products, bicycles, sewing machines, 
razor blades, pumps, engines, pharmaceuticals, electric 
motors, wires and cables and the like, and for ship 
building and repair. As a result of this high rate of 
production, imports of consumer goods declined from 
63 per cent in 1951 to 37.5 per cent in 1963, and the 
share of manufactured goods in the export field in- 
creased from 9 per cent to 28 per cent. Plans for 
the production of heavy engineering equipment, 
electrical equipment, machine tools and petrochemicals 
in the country are in an advanced state and implementa- 
tion is to be taken up on a substantial scale shortly. 

The industrial sector of Pakistan's economy has 
been the most dynamic and rapidly growing. Pro- 
duction has been increasing spectacularly at an 
annual rate of 15 per cent which is one of the highest 
rates of industrial growth in the world. Pakistan's 
economy has, over a short period of 18 years, been 
transformed from a predominantly agricultural one to 
a semi-agricultural one. Self-sufficiency has been 
attained in a host of consumer goods industries, and 
attention is being focussed on the development of heavy 
and more sophisticated industrial units such as steel 
mills, a machine tool plant, petrochemical and fertilizer 
factories, and so on. 

Table 24 shows the increase in production of 
some of the major industries during the second plan 
period. 

2.   Cotton textiles 
This industry occupies the pride of place in the 

industrial development of Pakistan; it is the largest 
single industry. 

In 1947, Pakistan had only seventeen textile mills 
with an aggregate installed capacity of 177,418 
spindles and 4,824 looms. In that year the produc- 
tion of cloth did not exceed seventy-four million 
yards, which provided less than one yard of cloth to 
every Pakistani in a year. 
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TABLE 24. PRODUCTION OF SOME MAJO* INDUSTRIES,  1960-1964 

 >J"»  I960 1961 l'ibi ¡oil 

Sugar   C0OO  tons)      145.4 123.4 190.8 243.0 
Vegetable oil   ('000 tons)     34.3 45.2 62.7 77.1 
Tobacco   manufactures,   cigarettes   (mil- 

lion)          9,946 12,065 13,696 16,172 
Cotton  yarn   (million yards)     408.7 412.6 432.2 471.6 
Cotton cloth  (million yards)     628.8 699.0 725.2 730.8 
Jute  goods  ('000 tons)     264.7 250.4 286.4 315.2 
Rubber manufactures   (tyres and  tubes) 

COOO)      2,951 3,982 4,590 4,651 
Chemicals and chemical fertilizers  C000 

tons)        88.4 100.9 200.9 204.5 
Matches   (gross  boxes)     9,790 9,831 10,199 11.590 
Paper COOO tons)     53.9 64.1 66.2 60.4 
Board C000 tons)     14.2 27.9 17.8 18.5 
Cement C000 tons)     1,120 1,223 1,373 1,474 
Steel ingots ('000 tons)    11 12 10 12 
Steel re-rolling     101 177 191 200 
Kerosene   oil     5,732 6,672 7,667 54,134 

181 

338.6 
91.0 

18,070 
501.5 
747.7 
315.2 

5,556 

291.8 
10,880 

71 
22 

1,538 
12 

317 
62,102 

% m crease 
1964/l'Jòì 

39 
18 

12 
6 
2 

19 

42 

18 
19 
4 

585 
15 

rroduclton/tlcm, 

Textiles 
Cotton  yarn     

lutes 
Hossain/sacking/other        

Paper and boards 
Writing  and  printing paper     
Board   (hard)/particle/chip   etc.)      
Newprint         

Chemical industries 
Nitrogeous fertilizers (in terms of ammonium 

sulphate)        
Phosphatic fertilizers (in terms of superphosphate) 
Ammonium  nitrate     

Urea        
Soda ash      
Caustic soda       
Sulphuric   acid     
Petrochemicals       

Non-metallic minerals 
Steel        

Food manufacturing 
White  sugar     
Vegetable   ghee       
Cigarettes          

Tea            

Electrical machinery 
Wires and cables       

Heavy electric equipment     

Machinery 
Machinery tool and heavy machinery (com- 

plex)         

million 

tons 

tons 
tons 
tons 

tons 
tons 
tons 
tons 
tons 
tons 
tons 
tons 

thousand 
ingot tons 

tons 
tons 
millions 
No. 
millions 
lbs. 

thousand 
tons 
million 
rupees 

million 
rupees 

Antut 
production 
in 19*5 

504,506 

373,620 

35,039 
24,161 
37,360 

37,931 
8,940 

58,145 + 
130,144 
33,015 
11,140 
22,161 

Production 
Tir get   —   J969 70 

273,055 
100,544 

22,009 

55,826* 

na 

na 

na 

AU. M 

720 

800 
120 
100 
100 
100 

2,500 
500 

172 
90 

600 
329 

1,200 

640 
140 

30,000 

74 

10 

120 

262 

E. FiK 

234 

768 
96 
65 
30 
65 

1,300 
350 

36 
36 

280 
151 

300 

230 
25 

11,500 

74 

4 

30 

102 

w. r,n 

486 

32 
24 
35 
70 
35 

1,200 
200 

136 
55 

320 
178 

900 

410 
115 

18,500 

6 

90 

160 

Fig. for 11 months only, that is January to November. 
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i'rnHuaio»/lrr>ti. ¡ Kl, 

Agriculture  tractors number 
(4? HP and 55 HP) 
(diesel-air-cooled) 
Motor vehicles 

(a) Motor cars 

(b) Commercial vehicles  (trucks      number 
and buses  and  others) 

/'"•" '•(        /Vf,/ '._'          !'",' M        /'Mí 1,4 ¡111,4 /,! 

t'cttrtttttgr 

                                                          675 
  not in existence   nos. 

1.751 M 14 20.7ri 
nos. nos. 

—         —           —         _ 4.263 4,161 — 
nos. nos. 

With the helpful climate provided by the Govern- 
ment, private enterprise took to this industry with 
considerable enthusiasm and by 1955 the installed 
capacity had exceeded that planned under the six-year 
(1951-1957) development plan [which was eventually 
replaced by the first five-year plan (1955-1960)]. In 
1955, the actual installed capacity was 1.68 million 
spindles and 26,000 looms. Consumption of cloth 
rose to 12.2 yards per capita. 

Capital investment in 1955 stood at 536 million 
rupees. The labour force employed in 1955 was 
slightly over 80,000. The first five-year plan envisaged 
additional investment of 427 million rupees during the 
plan period (1955-1960) and the increase in capacity 
was expected to be 2.2 million spindles and nearly 
38,695 looms. Actually, by the middle of 1960, the 
number of spindles and looms sanctioned was 1,928,222 
and 29,755 respectively. 

The number of textile mills rose from 17 in 1949 
to 193 in 1960, the distribution being 32 (17 per 
cent) in East Pakistan, 63 (32 per cent) in Karachi 
and 98 (51 per cent) in West Pakistan. The em- 
ployment level stood at 154,732 in 1960, representing 
34 per cent of the total labour force. The output of 
the cotton textile industry accounted for nearly 22 per 
cent of the total industrial output. 

The second five-year plan targets of 2.5 million 
spindles and 40,000 looms having been exceeded, 
further growth of the cotton textile industry remained 
stalled in 1965. Further development was thus sub- 
ject to the effectuation of the third five-year plan and 
the enunciation of targets in the relevant Industrial 
Invesment Schedule.    The  capacity at the  end of 
1964 stood at 2,567,144 spindles and 34,593 looms 
and this increased to 2,699,686 spindles and 35,963 
looms by 1965. The distribution of capacity of East 
Pakistan and West Pakistan is as follows: 

1964 IW 

_ „ , . Spinila Loomi Spinila Uomi 
East  Pakistan 616,800 4,151        654,200 5 178 
West Pakistan 1,951,344 30,442 2,045,486 3o'785 
Total 2,568,144        34,593     2,699,686        35,963 

The production of cotton cloth and yarn during 
1965 was of the order of 719.8 million yards and 
498.7 million pounds respectively as against 758.4 mil- 
lion yards and 506.8 million pounds in 1964. The fall 
in production in 1965 is due to the fact that a num- 
ber of mills could not keep up the performance at 
the requisite level of efficiency during the war. A 
number of mills in West Pakistan had to work below 
the capacity due to low productivity. 

The export of cotton yarn and cloth during 1965 
was of 54.03 million pounds and 159.0 million yards 
valued at 216.6 million rupees. The tempo of ex- 
ports  is being maintained at a satisfactory level. 

During 1962, sanctions for new units and for 
modernizing and balancing totalled an additional 
381,200 spindles and 7,575 looms. 

In 1962, the production of cotton yarn amounted 
to 432 million pounds, cotton cloth 725 million yards 
and silk and rayon fabrics 25 million yards. The 
actual installed capacity in December 1963 was 2.42 
million spindles and 33,970 looms. This had increased 
by December 1964 to 2.57 million spindles and 34,593 
looms. Production of cotton yarn in 1964 amounted 
to 506.8 million pounds and the production of cloth by 
mills was 758.8 million yards. Cloth produced by the 
decentralized sector amounted to about 790 million 
yards. Exports of cotton yarn in 1964 were 53.7 
million pounds, and of cloth 116.9 million yards 
valued  at 168.8 million  rupees. 

Handlooms 

Production cf cotton fabrics by handlooms (and 
small power-loom units which do not qualify as factory 
units) is substantial but unfortunately no accurate 
statistics of the handloom sector are available. In 
1954, the Government appointed a fact-finding com- 
mittee on handlooms to carry out a comprehensive 
survey of the handloom industry; its report was 
published in 1956. No national survey of the hand- 
loom sector has been conducted since then. 

The fact-finding committee, basing its calculations 
on the statistics made available to it, estimated the 
production of cotton cloth by the handloom sector at 
456 million yards in 1955. However, in 1961, the 
Government appointed a Textile Engineering Com- 
mission, which found that, of every 1,500 million yards 
of cotton cloth produced in the country, 900 million 
yards were produced by the mills and 600 million yards 
by the decentralized sector including handlooms and 
small power loom units. 

On this basis, the third plan (1965-1970) provides 
for a production of 2,600 million yards, of which it 
apportions 1,654 million yards to the mills and 946 
million yards to the decentralized sector. 

Special textiles 
Prior to 1954, there was no capacity in the 

country for the manufacture of handkerchiefs, Tur- 
kish towels, round mesh netting and velvet.   Against 
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sanctions,   the   installed   capacity   in   1959   was   as 
follows: 

a) Handkerchiefs    32 looms    >. 
b) Turkish towels   30 looms     I   AJÍ in West 
c) Netting 60 looms     r Pakistan 
d) Velvet 2 looms    J 
With  the   issuing  of  the   industrial   investment 

schedule in November 1960, sanctions were given for: 
a)    Handker- 

chiefs    120 looms   (20 in East Pakistan) 
b )    Turkish 

towels     65 looms  (20 in East Pakistan) 
c) Netting       84 looms  (50 in East Pakistan) 
d) Velvet       120 looms (Nil in East Pakistan) 
In 1961, sanctions were given for fifty-seven 

embroidery units, but by 1962 only seventeen had 
been installed (all in West Pakistan). 

Future prospects 
The market situation at present is quite easy. 

Domestic demand for cotton textiles, particularly 
coarse cloth, is being fully met. This sufficiency may 
be attributed to the withdrawal of yarn from exports, 
which fell from 7.6 million pounds in 1960 to 0.55 
million pounds in 1962; however, owing to the revival 
of the 10 per cent bonus (now 15 per cent), yarn 
exports increased to 50 million pounds in 1964. The 
increase directly affected the domestic price level, 
which rose by 0.2 rupees per pound. It will be ne- 
cessary to provide additional capacity to meet the 
domestic demand, particularly in view of the increase 
in population. It is estimated that by 1970, the 
domestic production of cotton cloth will need to be 
increased by 850 million yards to provide for a per 
capita consumption of eighteen yards. 

Estimates in the third five-year plan (1965-1970) 
place yarn output at 720 million pounds and cloth at 
about 2,600 million yards. Coupled with higher con- 
sumption of finer varieties, the demand position by 
1970 is expected to be: 

Yarn Cloth 
(million lb) (million yd) 

Domestic consumption      570 2,340 
Exports                 100 250 
Ancillary industry ...        50 — 

720 2,590 

2.   Jute manufactures 
Unlike the cotton textile industry, which had a 

promising home market, the jute industry had to be 
planned to meet world market demands. In 1947, 
Pakistan did not have a single juie manufacturing 
unit, although it produced roughly about 85 per cent 
of the world's jute, but within a period of thirteen 
years the jute industry has grown a lot. Pakistan is 
now consuming more than 25 per cent of its jute crop 
and is making hessian, sacking and carpets, gunny 

bags and similar products.    All these items used to 
be imported,  prior to 1951. 

The total sanctioned capacity of the jute industry 
in the financial year 1965-66 is given as under: 

East   Pakistan 
West Pakistan 

Conventional  li,',m. 

18,137 
681   (including ten tussor 

looms). 

845 

Besides hessian, sacking and carpet backing 
cloth, sanction were also issued for the manufacture 
of twines and ropes for a capacity of 1,800 tons 
increasing over-all capacity of 7,262 tons to 9,062 tons. 
The jute industry has fixed assets of about 320 mil- 
lion rupees, employs 66,000 workers daily, pays 80 
million rupees annually in wages, and turns out pro- 
ducts valued at over 350 million rupees. The jute 
industry has thus created gainful employment and 
has helped to increase purchasing power in the poor 
areas of the country. Its greatest contribution, how- 
ever, lies in the stabilization of jute prices on the 
domestic as well as the international market. 

The second five-year plan (1960-1965) envisaged 
increasing the number of looms from 8,000 to 12,000. 

An important development is the establishment 
of two jute factories in West Pakistan, with a total 
of 681 looms. These factories will produce jute 
specialities. 

The emphasis on production of hessian and sack- 
ing does not imply that Pakistan's jute industry is 
oblivious of technological developments in the other 
parts of the world. The first step towards utilization 
of long jute for specialities was taken with the pro- 
duction of tufted carpets. The popularity of the car- 
pets both in home and foreign markets has resulted 
in the manufacture of twelve feet width carpets (com- 
pared with 3 feet width earlier). 

The second plan target for broad looms was 
1,200 and the number of broad looms in use or 
being installed is now 437. 

Increasing demand from abroad for carpet-back- 
ing cloth led to the establishment of a unit with 
special looms. Another important project is the 
manufacture of particle board with jute sticks which 
are otherwise usually wasted. Similarly, jute waste 
is now being utilized for the manufacture of belting, 
PVC-coated floor coverings and corrugated and plain 
boards. Another mill has taken up the manufacture 
of laminated bags lined with polythene. 

Sanctions have also been granted for the manu- 
facture of jute ropes and twine and the capacity is 
expected to be 7,262 tons. 

The third plan (1965-1970) envisages an in- 
crease in the production of jute goods from 380,000 
tons in 1965 to 800,000 tons by 1970. 

Jute machinery 
Considerable headway has been made in this 

field and the Government has sanctioned the esta- 
blishment of two industrial undertakings in East 
Pakistan, for the production of jute machinery and 
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its spare parts and the other for the manufacture of 
accessories, as jute manufacturing units are mostly 
situated therein. 

3.    Woollen and worsted textiles 

The existing sanctioned capacity in the various 
sectors of the woollen industry is as under: 

l. 
2. 
3. 
4. 
5. 
fi. 

Fati   radican 

Nil 
Nil 

3.500 
Nil 
Nil 
Nil 

»di   1'ak.iiliin 

103 million   lbs. 
26,644 Spindles 
33.618 Spindles 
414.6 million lbs. 

178 looms 
344 looms 

Woollen taps 
Woollen  spinning 
Worsted spinning 
Carpet yarn 
Woollen weaving 
Worsted weaving 

Exports during the 1964-65 of woollen textiles 
amounted to 1.66 million rupees approximately. 

4.    Cement 
When Pakistan came into existence there were 

five cement factories in the country, four in West 
Pakistan and one in East Pakistan, with, respective 
annual production capacities of 550,000 tons and 
50,000 tons. The statistical position is given in 
table 25. 

It is expected that, during the fiscal year 
1964/65, production will rise to about 2,070,000 
tons. Surveys are being carried out to determine the 
feasibility of developing additional capacity in East 
Pakistan on the basis of the limestone deposits of 
Sunmgunj Sub-Di vision. 

5.    Sugar 
In 1947, there were seven sugar mills in Pakis- 

tan (five in East and two in West Pakistan) with 
a production capacity of 52,000 tons per year. In 
the first plan period (1955-1960) the number of 
sugar mills was expected to increase to fourteen 
(eight in East Pakistan and six in West Pakistan) 
and the production of sugar in 1955/56 amounted 
to 102,175 tons (representing 8.53 per cent sugar 
recovery). By the end of the second plan period ten 
new units were sanctioned in West Pakistan raising 
the existing and installed capacity to .35 million tons, 
thereby exceeding the target of .32 million tons for 
West Pakistan by 29,000 tons. Similarly in East 
Pakistan, the total of existing and sanctioned capacity 
was raised to 1,79,000 tons thereby fully meeting the 
second plan targets. 

The production of sugar was 190,000 tons in 
1961/62, increasing to 238,000 tons in 1963/64. 
The target of .55 million tons in the second plan 
period has been enhanced to .70 million tons in 
respect of the third plan period. The additional 
capacity will be developed equally in East and West 
Pakistan. 

The above figures indicate a per capita consump- 
tion of sugar of ten pounds by 1965 With continued 
urbanization and the consequent rise in living 
standards, the consumption of sugar is expected to 
increase substantially in the third plan period 
(1965-1970).   Accordingly, the third plan target is 

700,000  tons,   giving  a  per  capita   consumption  of 
twelve pounds per year. 

TABLE   25.   CLMLNI   PRODUCTION   AND   CAPACITY,   1948   TO 
1964 

\untber of faclnriri Capjti/y {toni) 

Paginan 
Hi// 

Pakistan 
Un 

Pjl(ttian 
Weil 1 n;al firtuliKttnti 

(IUI'I 

1948 1 
1955 1 
1960 I 
1964 1 
(installed 
and sanc- 
tioned) 

1966 

50.000 550,000      320,000 
50,000 820,000      680,000 
50,000 1,170,000   1.120,000 

488,000 2,560,000   1.448,000(1963/64) 
(inclusive (inclusive of 
of new 6th kiln of 
mill in Zeal Pak 
Ctg. based Cement Co) 
on import- 
ed clinkers 
from West 
Pakistan) 

570,000 4,390,000   4,960,000 

By-products of the sugar industry are also being 
utilized. In 1963, five projects were sanctioned for 
the production of industrial alcohol from molasses. 
Another plant has installed equipment for producing 
cattle-feed from beet pulp. Feasibility studies con- 
ducted show that the commercial utilization of 
molasses is possible for the production of yeast, citric 
acid, and so forth, and of bagasse for the manufacture 
of paper, newsprint, hardboard and so on. 

About 70 per cent of Pakistan's sugar cane is 
used for the production of Khandsari sugar. 

Pakistan's sugar is the most expensive in the 
world, for the following reasons: 

1) high cost of sugar cane; 
2) high taxes; 
3) high cost of imported goods; 
4) high cost of labour; 
5) low recovery of sugar; 
6) low efficiency. 

6.   Chemicals 
In 1947, Pakistan had virtually no industrial 

activity in chemicals. The only chemical being pro- 
duced in the country at the time was soda ash 
(18,000 tons per annum). 

Starting from this position, Pakistan built up 
its industries swiftly and today is self-sufficient in 
the manufacture of paints, mineral acids, sulphur, 
aluminium sulphate, acetone, sodium bicarbonate, 
and so on. Adequate capacity exists for the manu- 
facture of chemical fertilizers, insecticides and other 
important chemicals. 

Items included in this group are soda ash, 
caustic soda, sulphuric acid, calcium carbide, hydro- 
gen peroxide, aluminium sulphate, oxygen, acetylene, 
hydrochloric acid, nitric acid, alcohol, sodium 
bichromate, sodium hydrosulphite, ammonium 
chloride, sodium sulphate, alum, magnesium sulphate, 
ferrous sulphate, textile auxiliaries, sulphur, zinc 
oxide,  calcium   carbonate   (precipitated)   and  iron 
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oxide colours.    The quality conforms to commercia) 
grades.    Specifications  arc  not  available. 

The installed and sanctioned capacity for various 
chemical products as of 31 December 1964 is shown 
in table 26. 

7.    Fertilizers 
The annual requirement of fertilizers is estimated 

at 889,000 tons by the end of 1965. 
Inst ailed/Sanctioned     East Pakistan       West Pakistan 

capacity 
Ammonium 

sulphate 
Single super- 

phosphate 
Ammonium 

nitrate 
Urea 

.10 million tons 

.05 million tons 

.10 million tons 

.11 million tons    .23 million tons 
In addition, the following capacities are to be 

developed in the third plan period: 
(i) a fertilizer plant in West Pakistan in the 

private sector situated at a gas well-head 
based on production of 1,000 tons of 
ammonia per day producing over half of a 
million tons of urea per annum; 

(ii) a triple superphosphate factory in Karachi 
with a capacity of 150,000 tons per annum 
in the private sector; 

(iii) one ammonium sulphate nitrate plant at 
Daudkhel with an annual capacity of 
600,000 tons in the public sector; 

(iv) a fertilizer plant at Ghorasal in East Pakistan 
which would produce 340,000 tons urea 
utilizing the full output of 600 tons of 
ammonia per day; 

(v) two triple superphosphate factories, each 
with a capacity of 120,000 tons — the first 
one at Chittagong and the next one at 
Khulna; 

(vi) balancing of Multan Fertilizer factory to 
make the optinum use of the existing pro- 
duction units providing an additional 16,500 
tons of urea and 20,700 tons of ammonium 
nitrate. 

Two urea fertilizer factories one each in East 
and West Pakistan would be established in the private 
sector mainly for exporting the products. 

8. Paints and varnishes 
The present total requirements for the whole 

country are estimated at 10,000 tons per annum. 
Installed capacity stands at 13,500 tons per annum. 
Additional capacity of 3,000 tons per annum has 
been sanctioned for the production of special types 
of paints such as aircraft finishes, automotive nitro- 
cellulose based paints, iron printing lacquers, and so 
on. The demand is expected to rise by 50 per cent 
by 1970. 

9. Petrochemicals 
An oil refinery constructed in Karachi with a 

total capacity of 1.5 million tons was expanded to 
2.1 million tons in 1964. A similar refinery with a 
capacity of one million tons has been sanctioned for 
Chittagong. Another refinery for the production of 
asphalt and lubricants has been sanctioned for 
Karachi. 

TABLL    26.    CHFMICAIS:    INSTALI ID    AND   SANCTION! D 
CAPACITY,  31   DKCEMBLR   1964 

Chemical product 
Traduction caput uy 

(tons per yearl Remarci 

Soda ash 
Sulphuric acid 
Caustic   soda 

82,000 
177,000 
39,000 

Calcium carbide 12,000 
Hydrogen  peroxide 600 
Aluminium  sulphate 7,200 

Oxygen (million cu ft) 117 

Acetylene (million cu ft)     30 
Hydrochloric   acid 2,400 

Nitric acid 9,700 

Sodium   bichromate 1,200 
Sodium hydrosulphite 1,300 
Ammonium chloride 61,500 
Sodium sulphate 4,000 

Alum 1,500 
Magnesium sulphate 1,000 
Ferrous sulphate 1,000 
Textile auxiliaries 2,300 
Sulphur 9,600 
Zinc  oxide 1,200 
Calcium carbonate 

(precipitated) 4,500 
Iron oxide colours 600 
Glycerine 1,600 
Lithopone 5,000 
Carbon dioxide (million lb)      1." 

In addition to this, two 
soda ash plants will have 
conversion capacity up to 
25,000 tons. 

Exclusive of captive ca- 
pacity sanctioned for 
petrochemical plants etc. 
More can be produced 
from by-product chlorine. 
Excluding captive capa- 
city of fertilizer plant. 

Excluding an almost 
equivalent quantity which 
will be available as by- 
product from the viscose 
rayon   plant. 

Excluding    capacity 
fertilizer plants etc. 

in 

The development of the petrochemical and 
synthetic fibre industries is considered essential for 
the economic future of Pakistan. There is great 
scope in the country for the development of petro- 
chemicals because of the existence of vast resources 
of natural gas. The following sanctions have been 
issued: 

a) An acetylene plant with a capacity of 5,280 
metric tons per annum at a cost of 40.8 
million rupees. This plant will feed the 
PVC and PAN plants (see below). 

b) A PVC (polyvinyl chloride) plant with a 
capacity of 4,950 tons per annum at a 
cost of 26.9 million rupees.   This plant will 
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save foreign exchange of about 2.24 million 
rupees and will export almost 1000 tons of 
finished PVC goods, valued at 5 million 
rupees. 

c) A PAN (polyacrylonitrile) plant with a 
capacity of 4,950 tons per annum at a cost 
of 124.5 million rupees. This will save 
foreign exchange of 13.7 million rupees and 
earn foreign exchange of 31.5 million rupees. 

d) Two urea formaldehyde resin plants have 
been established in East Pakistan with a 
capacity of 3,200 tons per annum. 

In West Pakistan, capacities have been developed 
as under: 
Urea formaldehyde 2,000 tons per annum 
Methanol 3,000 tons per annum 
Formaldehyde 5,000 tons per annum 
Synthetic rubber (polybutadine)  10,000 tons per annum 
LPG 16,000 tons per annum 
Viscose staple fibre 6,000 tons per annum 
Hexamine 1,000 tons per annum 

e) A polyester fibre plant is under consideration, 
to produce 1,750 tons of staple fibres and 
1,750 tons of filament. It would cost 112.8 
million rupees and would be based on waste 
gas from the oil refinery in Karachi. 

f) A polyethylene plant in Karachi with a 
capacity of 5,000 tons per annum at a cost 
of 85.64 million rupees. Production is due 
to commence in 1966. Additional capacity 
to the extent of 10,000 per annum based on 
naptha crackers is sanctioned. 

10.    Cellulose fibre 
Two units for manufacture of viscose staple fibre 

each with a capacity of 3,000 tons per annum has also 
been approved for West Pakistan. In addition, a 
linter pulp making unit with a capacity of 30,000 tons 
per annum has been sanctioned in West Pakistan. 

11.    Pharmaceuticals 
In 1947, there were six pharmaceutical units in 

Pakistan, of which only two were of some standing. 
One was engaged in the manufacture of galenicals and 
tablets and the other in the manufacture of santonin, 
ephedrine and some other products. 

An expert mission under the Colombo Plan 
surveyed the pharmaceutical industry in Pakistan in 
1952. The industry was able to get under way in 
1954. By 1955, there were twenty-eight pharmaceu- 
tical units in the country, producing goods worth over 
1.4 million rupees. 

The first five-year plan (1955-1960) envisaged 
increasing the production of drugs and pharmaceuticals 
to 3 million rupees. The actual increase registered by 
1960 was 4.4 million rupees. Iu 1960, there were 
sixty units engaged in this industry. 

In the second plan (1960-1965) an investment of 
3.5 million rupees was envisaged and sanctions were 
issued for the manufacture of tablets, liquid prepara- 

tions, injectables, liver extracts etc. There are at 
present over 160 units in the industry with a capacity 
of over 67 million rupees. 

The country's present requirements of pharmaceu- 
ticals are placed at 300 million rupees, giving a per 
capita consumption of three rupees per annum. 

Considerable capacity for processing of various 
pharmaceutical products has been developed in both 
wings of the country. Basic manufacture has, how- 
ever, been limited particularly in East Pakistan where 
toward the end of the second plan, a production 
of fifteen tons streptomycin per annum was expected. 
In case of West Pakistan, the picture is more encourag- 
ing in as much as the following capacities would be 
developed by the end of 1966. 
Vit. B-12    4 kg 
Hydrochlorothiazine ... 50 kg 
Cortisone     70 kg 
Aspirin     120 tons 
Meprabromate     20 tons 
Chloromphenicol           6,000 kg 
Chloroquin disphosphate       8,000 kg 
Phenacitin            8,000 kg 
INH and PAS       25,000 kg 
Vitamin A     2 million mega units 
Pencillin     7 million mega units 
Nitrofurazone     710 kg 
Furazolidone      315 kg 
Nitrofurantine   30 kg 
Santonin             8,000 kg 
Ephidrine         24,000 kg lb 

12.    Edible oils and vegetable ghee 
Most of the well-organized large oil mills have 

come into existence since Independence. There is a 
large number of small and medium-sized oil mills in 
both East and West Pakistan. The production of 
edible vegetable oils is in the neighbourhood of 150,000 
tons. 

The present availability of oils in the country is, 
however, not sufficient to meet the country's require- 
ments, which are estimated at 250,000 tons for 1965. 
The reason for this is the insufficient availability of 
indigenous oilseeds. Steps are being taken to in- 
crease the production of oilseeds in the country. Efforts 
are also being made to increase the production of 
coconut oil in East Pakistan by planting a better type 
of coconut and setting up copra drying and processing 
units. The actual production of oilseeds in Pakistan 
was 934,000 tons in 1959/60. The target suggested 
in the second five-year plan was to raise production 
by 32 per cent by 1965. According to the third plan, 
the production of oilseeds is to be increased by a 
further 31 per cent by 1970. 

13.    Glass 
In  1947, the glass industry was limited to two 

small units in West Pakistan and two in East Pakis- 
tan.    This   industry   has   since   made   considerable 
advances and there are now fourteen units in West 
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Pakistan with a total annual capacity of 25,850 tons. 
In addition to these, capacities of 9,000 tons per 
annum in East Pakistan and 5,700 tons per annum in 
West Pakistan have been sanctioned. The quality of 
products has also considerably improved and some 
of the manufacturers are now producing colour- 
less glass which compares favourably with the import- 
ed products. The present production of glassware is 
estimated at about 20,000 to 25,000 tons, valued at 
nearly 20 million rupees per annum. 

Permission has also been given for the manufac- 
ture of glass ampoules and vials, which are required 
by the pharmaceutical industry. In West Pakistan, one 
more firm was also given permission recently to 
establish a factory for the manufacture of scientific 
class at a cost of 4.7 million rupees. It will have a 
production capacity of 800 tons per annum of scienti- 
fic glass and 1,300 tons per annum of tubes and soft 
glass. 

Production of sheet glass is an entirely post- 
Independence development. The country has now two 
factories, one in West Pakistan and the other in East 
Pakistan, with respective annual capacities of 10 million 
and 8 million square feet. The East Pakistan factory 
has commenced production of unpolished plate glass, 
plain sheet glass and ornamental sheet glass, and 
ground glass (frosted glass). 

14.    Light engineering 
There are altogether about 111 firms (136 pro- 

duction units) engaged in steel re-rolling in West 
Pakistan. Their total capacity is estimated at about 
460,000 tons per year. In East Pakistan the number 
of steel rolling firms is twenty-four with a total 
installed and sanctioned rolling capacity 311,700 tons 
per year. 

The installed and sanctioned capacity in the coun- 
try for galvanized iron pipe is 73,900 tons per annum. 
In 1960, there were only two units manufacturing such 
pipes, one in East Pakistan and one in West Pakistan, 
with a total capacity of about 15,000 tons. During 
the second plan period, three new units in East Pakis- 
tan and six in West Pakistan were sanctioned, raising 
the capacity to 18,300 tons and 55,600 tons in East 
and West Pakistan respectively. 

Sufficient capacity has been sanctioned for the 
manufacture of nuts, bolts and screws. 

The sanctioned and installed capacity for the 
manufacture of centrifugal pumps is 14,600 pumps and 
that for deep well turbine pumps is 720. Pumps valued 
at 7,975,000 rupees were produced in 1962 as against 
4,520,000 rupees in 1961. 

The installed capacity (1964) for the assembly 
and manufacture of sewing machines is 296,000 
machines. The production of sewing machines in 1962 
was 57,942. Capacity also exists for the manufac- 
ture of sewing machine parts worth 5.2 million rupees. 

The existing annual capacity for marine engines 
up to 70 hp is 700, for stationary diesel engines up 
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to 50 hp 25,000, and for vertical  light-speed diesel 
engines up to 30 hp 5,700. 

The installed and sanctioned capacity for the 
manufacture of cycles in the country is 325,000 units 
per annum. The production of cycles increased from 
66,000 in 1961 to 105,000 in 1962. Capacity for the 
production of bicycle parts is 42.7 million rupees per 
annum. 

Production oj Alloy Steels 
With the progress of industrialization in the 

country, the import of special steel for tools and similar 
implements has been increasing. With this in view, 
efforts were made to develop the production of special 
steel in the country. Approval has now been given 
for establishing a special steel producing plant in 
Karachi under a PICIC loan with Japanese collabora- 
tion. It will produce stainless steel, tool steel, high 
speed steel and other alloy steels. Its capacity would 
be 20,000 tons per year with provision to expand up 
to 27,500 tons. 

15.    Heavy engineering 
The projects for the Karachi and Chittagong steel 

mills with installed capacities of 500,000 ingot tons and 
150,000 tons respectively have been approved. The 
estimated cost of the Karachi steel mill is likely to reach 
884 million rupees (620 million rupees in foreign 
exchange). The mill is expected to produce billets, 
medium sections, rails, black and galvanized sheets, 
tuberstrips and tin plates. It will use imported pig 
iron and scrap. The annual net saving in foreign 
exchange is estimated at 100 million rupees. The 
estimated cost of the Chittagong plant is 270 million 
rupees (170 million rupees in foreign exchange). It 
will also use imported pig iron and scrap. It is ex- 
pected to produce bars and shapes, plates and castings, 
and forgings. On normal operation, it will effect an 
annual foreign exchange saving of 26.5 million rupees. 

When in full production it is expected to save 
26.5 million rupees per year in foreign exchange and 
would provide employment to about 2,217 persons. 

Experiments have been successfully carried out 
for smelting of Kalabagh iron ores. A feasibility re- 
port for organizing a plant with a capacity of .50 
million tons based on this ore has been prepared. 
Before embarking on the project, however, large scale 
experiments under actual operating conditions were 
carried out in Germany under the auspices of WPIDC 
and have proved successful. 

16.    Machine tools 
In Pakistan, the production of machine tools of 

smaller and simpler types is registering a steady growth. 
Existing capacities for some of the important small 
tools are: 

Lathes         over 2200 
Drills      1500 
Power-presses     182 
Shapers       138 
Planers     68 
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All the above are in the private sector. In the 
public sector, the production capacity for all items is 
worth about 50 million rupees annually. 

It is time that the country undertook the manu- 
facture of more complex machine tools so as to meet 
the growing requirements of the industry. Such a pro- 
ject is not likely to be undertaken by the private sector 
because of the highly complex technical know-how 
and insufficient demand for newer types of machine 
tools. 

Accordingly the possibility of setting up a 
machine tool industry was examined by foreign con- 
sultants and two projects for location in East and West 
Pakistan have been duly approved. The capacity of 
the units in terms of value will be over 65 million 
rupees per annum. The unit will manufacture such 
machine tools as milling machines, boring machines, 
grinding machines, lathes, shapers, and die-casting and 
gear-cutting machinery. The total cost of the two 
factories is estimated at over 200 million rupees, in- 
cluding over 50 per cent expenditure in foreign ex- 
change. 

17. Heavy machinery 
The West Pakistan Industrial Development Cor- 

poration has drawn up a project for a heavy machinery 
equipment manufacturing factory which involves an 
investment of 215 million rupees. The project is 
based on the feasibility report prepared by Messrs. 
Salzgitter Industriebau Gesellschaft mbH, Salzgitter, 
Drutte 1. 

The project involves the establishment of a heavy 
machinery complex for the production of the following 
types of machinery and equipment: 

a) locomotive frames, bogies and chassis for 
main lines and shunting purposes; 
road-building equipment such as scrapers, 
tippers and road rollers, including their 
mechanical driving gear; 
sugar and cement factories including con- 
veyor equipment; 
large and heavy containers for fertilizer fac- 
tories and refineries and for storing liquids; 
boilers and heat exchangers including 
appurtenances for nuclear reactors and 
power plants. 

The existing capacity in Pakistan for the produc- 
tion of heavy machinery is very limited. Present 
imports of heavy machinery amount to about 1,000 
million rupees per annum and amply justify the 
establishment of a heavy machinery complex, 
especially in view of the fact that the demand for such 
machinery is increasing at a very rapid pace. Initially, 
the complex would have to restrict its scope to those 
items of machinery for which the domestic demand is 
sufficient to permit economic production. The pro- 
posed factory is expected to produce goods worth 
about 120 million rupees per annum when it is in 
full operation, and it would save foreign exchange to 
the extent of 49 million rupees per annum. 

b) 

c) 

d) 

e) 

18.    Heavy electrical equipment 
The   project   to   manufacture   heavy   electrical 

equipment is based on the feasibility report prepared 
by Messrs.    Salzgitter Industriebau, and it calls for an 
investment of 113 million rupees. 

The proposed project is designed to produce: 
a) i) High-voltage transformers, 

ii) High-voltage switchgear, 
iii) High-voltage insulators, 
iv)  High-voltage open-air transmission, 
v)  High-voltage steel structure (towers); 

b) Low-voltage wire, cables, transformers,  in- 
sulators, switchgear, motors and condensers; 

c) Home installation materials, such as meters, 
switches and wires. 

Wires and cables 
Copper apart from being a strategic metal, is in 

short supply in the world and therefore its price is 
rising. Aluminium is comparatively cheap and can 
be substituted for electricity transmission in wires 
and cables. With this in view and to save foreign 
exchange, efforts were made to develop ACSR 
(aluminium conductor steel re-inforce) and AAC (all 
aluminium conductors), and thermoplastic insulated 
aluminium cables industry in Pakistan. Permission 
has now been given for production of these types of 
wires and cables in West Pakistan. An application 
from a private entrepreneur has been received for 
establishing a wire and cable plant in East Pakistan 
with Japanese technical and financial collaboration. 
This project has since been approved. The East 
Pakistan Industrial Development Corporation has also 
prepared a feasibility report for installing a wire and 
cable plant in East Pakistan. 

19.    Mechanically propelled vehicles 
Motor Vehicles 

During the second plan period, sanctions were 
given to set up plants for the progressive manufacture 
of a total of 10,200 commercial vehicles per annum. 
Present requirements are assessed at 7,000 vehicles 
per annum, and this figure is likely to be higher by 
the end of the third plan, in line with the all-round 
developmental activity. The number of commercial 
vehicles in operation in the country is likely to be 
more than 50,000 in 1964/65. The number of 
passenger cars was 50,000 in 1959/60 and the annual 
increase is estimated at 5,000. 

A project for the progressive manufacture of 
3,500 Jeeps, (2,500 in West Pakistan and 1,000 in 
East Pakistan) has been sanctioned. Sanction has 
also been accorded for the assembly and manufacture 
of three-wheelers and motorcycles at the rate of 1,200 
vehicles per annum. A plant for the assembly of pas- 
senger motorcars has a capacity of 2,400 cars per 
annum. 

The industry made a beginning in 1955 and since 
then has been steadily expanding. At present a 
number of units are in operation, assembling cars, 
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and undertaking progressive manufacture of trucks 
buses, pick-ups and so on, and also of motor cycles 
scooters and tri-wheelers. The total investment ex- 
ceeds seventy million rupees, the installed/sanctioned 
capacity for commercial vehicles is 13,000, for 
assembly of cars is 3,600, for jeeps 3,500, and for 
scooters motor cycles and tri-wheelers it is 14,000. 
lhe production figures for 1965 are (a) for com- 
mercial vehicles 5,000, (b) for passenger cars 1,800, 
(c) for jeeps 1,500, (d) for two-wheelers and three- 
wheelers 7,000. A significant percentage of local 
manufacture has already been introduced in commer- 
cial vehicles which according to the stipula- 
tions in the sanction is to rise to 60-75 per cent by 
stages. Even in the assembly of passenger cars, the 
local content has attained the figure of 24 per cent 
in some cases. 

Over eighteen schemes for the progressive manu- 
facture of passenger cars covering various reputed 
makes of different countries, received some time ago, 
have been under active consideration and it is expected 
that a capacity for over 10,000 cars be sanctioned 
shortly. 

Agricultural machinery and equipment 
A unit is being installed for the progressive manu- 

facture of tractors at a total cost of 4.8 million 
rupees, of which 2.1 million rupees is in foreign 
exchange. This unit will also utilize the production 
factilities available at Wah. When in full production, 
the unit will produce 1,500 tractors per annum. In 
the first stage, the unit will produce 5 per cent of 
the components, and this will be raised to 55 pei cent 
in five years. The establishment of a garden type 
tractor unit in East Pakistan is under examination. 
The Pakistan Industrial Credit and Investment Cor- 
poration is also considering a project for the manu- 
facture of power tillers. Tractors worth 47 million 
rupees were imported during 1961/62. When the 
sanctioned units come into production the import 
figures will be reduced considerably. 

In consideration of the importance of agricultural 
development programmes, it has been decided to set 
up additional capacity for the manufacture of agricul- 
ture tractors. New capacity is also proposed to be 
established for the manufacture of power-tillers/garden 
type tractors as these types of small tractor have been 
considered to be more suitable for East Pakistan. 
According to initial thinking it is proposed to have 
at least two to three units spread over in both the 
wings so as to provide competition and deversified 
availability. 

In the meantime, the Agricultural Development 
Corporation has been allowed to import tractors from 
Eastern European Countries and the ADC will also 
develop capacity for assembly and manufacture of 
these tractors in due course. Similar steps will also 
be taken in the case of East Pakistan, for establishing 
capacity for power tillers and/or garden type tractors, 

for which trials arc presently being carried out in that 
wing. 

A number of schemes which have been invited 
for assembly manufacture of tractors arc presently 
under consideration of the Government. 

As regards agricultural implements particularly 
those used with the tractors and for which imports 
have had to be allowed in huge quantities, instructions 
have already been issued to the financing agencies 
and also to the provincial industries departments, to 
encourage development of capacities for the manu- 
facture of requisite type of agricultural implements 
and agricultural equipment. In West Pakistan, in 
addition to the existing sizeable unit, two new units 
have also been sanctioned which are expected to go 
into operation by the end of 1967. 
Air-Craft 

The Government has decided to sanction a unit 
for assembly of light aircraft in the country to serve 
as a nucleus for the future aircraft industry in Pakistan. 
The unit is expected to go into operation by end of 
1967 and for the present the unit will be for the 
manufacture of light aircraft with a capacity of twenty, 
four units per annum. 

20.    Shipbuilding 
The Karachi Shipyard has both shipbuilding and 

ship repair facilities. The shipyard is designed to 
construct ships of up to 12,800 cwt. It can complete 
one ship every year. Proposals for the expansion, 
balancing and modernization of the Karachi Shipyard 
are under active consideration. A scheme consisting 
of two parts with a total cost of 97.4 million rupees 
has been prepared. The first part of the scheme, 
which has been taken up, aims at the establishment of 
another dry dock and the development of capacity for 
the manufacture of 2,500 tons of general steel, 300 
cylinders of marine diesel engines of 50 to 500 hp, and 
iron and steel and non-ferrous castings, at a total cost 
of 32.6 million rupees. The Khulna Shipyard offers 
facilities for building vessels up to 300 feet in length 
and for repairs. The yard is at present constructing 
barges, tugs and launches, and is undertaking repair 
work for concerns such as East Pakistan River 
Steamers Limited and East Pakistan WAPDA. The 
shipyard at Narayanganj is being modernized and ex- 
panded so that it can undertake all kinds of repairs to 
machinery and hulls, including the under-water parts 
of small and medium-size vessels. The yard can also 
undertake the construction of small craft. The yards 
at Karachi and Khulna and the dockyard at Narayan- 
ganj continue to work on the construction of barges 
and tugs, ship repairs and other miscellaneous jobs. 

In addition to the above shipyards Pakistan has 
over half a dozen smaller ship repairers who carry out 
urgent and immediate repair work on ships calling at 
Karachi.   These shipyards are doing fairly well. 

An industry by the patent name of "Metalock" 
is in operation in Pakistan and repairs cracks in cast- 
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ings whether engine, pumps or otherwise installed on 
ships. 

21.    Electrical equipment 

The installed and sanctioned capacity for electric 
fans is 457,000 units per annum. The production of 
fans increased from 133,500 in 1961 to 146,100 in 
1962. The total installed and sanctioned capacity is 
sufficient to meet the country's requirements and also 
effect some exports. 

The installed and sanctioned capacity for electric 
motors is 391,000 units per annum. 

Industrial-type power switch gears are now being 
manufactured by five units in the country. The pro- 
duction of high- and low-tension switch gears is now 
1,250 per annum and of small gears 490,000 per 
annum while the capacity for pannels is 500 per 
annum. The value of switch gears produced in 1962 
was 8.55 million rupees as against 5.85 million rupees 
in 1961. 

The production of 15- to 300-watt electric 
lamps and train lighting lamps increased from 4.1 
million in 1961 to 4.139 million in 1962. The pro- 
duction of fluorescent tubes increased from 11,476 in 
1961 to 40,549 in 1962. 

The existing capacity for production of electric 
motors is 391,600 units of which capacity for 60,000 
is in East Pakistan. 

The annual installed capacity in the country for 
the manufacture of transformers of 5 to 19,600 kilo 
voltampere at 33 kilovolt is 10,260,000 kilo volt- 
ampere. Three units, one in West Pakistan and two 
in East Pakistan, have been sanctioned. 

There are at the moment thirteen units engaged 
in the production of accumulators with a capacity of 
183,000 per annum, and seven units engaged in the 
production of dry batteries, with a capacity of 560,000 
per annum. Capacity exists for the production of 
235,000 electric kWh meters per annum. 

The present installed capacity for the manu- 
facture of wires and cables is 4,000 tons. A unit 
was sanctioned for the manufacture of 6,440 tons of 
wires and cables at the beginning of third plan but 
it has not yet been constructed. 

The sanctioned annual capacity for air condi- 
tioners is 19,000 units, for refrigerators 22,000 units 
and for water coolers 3,000 units. The production 
capacity for other electrical appliances (record-players, 
grinding and extracting machines, toasters, kitchen 
equipment) is valued at 1.25 million rupees. 

Existing capacity for the assembly of transistor 
radios is 313,000 sets per annum. Capacity for the 
assembly of power sets is 14,200 sets per annum. 
Plants have also been installed for the manufacture of 
basic components of radios such as transistors (3 
million), resistors (16.1 million), condensors (3 
million) and so forth. 

Television receivers 
Permission for the manufacture/assembly of tele- 

vision receiving sets and parts thereof has been issued 
to nine recognized units, which were already engaged 
in the assembly and manufacture of radio components 
in East and West Pakistan. These firms will manu- 
facture 30 per cent television components in the 
initial stage rising to 70 per cent in the final stage 
within a period of not more than three years. 

22. Paper 
Capacity exists in the country for the production 

of 50,600 tons of newsprint, 99,750 tons of writing, 
printing and packing paper, and about 150,000 tons 
of paper, straw and corrugated boards. Capacity for 
duplex board is 12,400 tons. A large project for the 
manufacture of paper from bagasse with a capacity of 
18,000 tons per annum has been sanctioned at 
Mardan. 

23.    Rubber and leather products 
The sanctioned and installed capacity for rubber 

and leather products is as follows: 
Cycle tyres and tubes 3,456,000 per annum 
Motorcycle and scooter tyres 111,000 per annum 
Motorcycle and scooter tubes 138,000 per annum 
Car and heavy vehicle tyres 168,000 per annum 
Car and heavy vehicle tubes 177,000 per annum 
Chrome leather 79,293,000 sq ft 
Tanned leather including 

sole  leathers 74,054,0001b 
Technical leathers 20,000 kg 
Kips leathers 2,500,0001b 
Pakistan still exports the bulk of its hides and 

skins in raw form. At the beginning of the second 
five-year plan period, the tanning industry in Pakis- 
tan comprised eighty large- and medium-scale tan- 
neries with an annual capacity of 30 million square 
feet of upper leather and 16 million pounds of sole 
leather. This, with the capacity of numerous small 
units, was sufficient to meet the internal demand. 
Sanctions valued at 9.8 million rupees have been issued 
for tanning and leather curing. When the sanctioned 
units are in operation, the internal production of 
tanned leather will rise and this should lead to an in- 
crease in export earnings. 

There are at present about hundred cottage-scale 
factories, which produce over 10 million pounds of 
leather valued at 25 million rupees. 

24.    Food products 
The large fish resources in the country provide a 

substantial potential for the development of the fish 
freezing and canning industry. A large number of 
fish freezing and canning units have recently been sanc- 
tioned, and when in production they will effect sub- 
stantial exports. The value of fish exports during 
1961/62 was 73 million rupees. 

The sanctioned and installed capacities of a few 
important food industries are given below: 
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Canning and preservation 
of fish and seafood 57,850 tons 

Fruit and vegetables 15,298 tons 
Potato and nut processing 585,000 lb 
Fruit  juices   and 24,621.5 tons 

concentrates               and 164,000 gallons 
Citrus oil 10,000 gallons 
Bakery products 38,990 tons 
Confectionery 9,635 tons 
Biscuits 13,142 tons 

25.   Small industries 

The most striking feature of the second five-year 
plan (1960-1965) was the provision for setting up 
twenty-four small-industry estates (sixteen in East and 
eight in West Pakistan) at a total cost of 36 million 
rupees. Of these, eighteen are under way, twelve in 
East Pakistan and six in West Pakistan. 

A few important small industries are described 
below: 

Leather goods. There are at present over 200 
shoe factories (165 in West and 35 in East Pakistan) 
with an estimated production of 45 million pairs of 
footwear per annum. Domestic consumption is about 
32 million pairs, leaving a sizable surplus for exports, 
which is showing an increasing trend. 

Electric fans. There are sixteen firms in this 
industry with a capacity of 150,000 fans per annum. 
Production, however, is limited to 50,000 fans per 
year, of which about 20,000 are exported. 

Cutlery. Centred in Nizamabad, Wazirabad and 
Sialkot (within a radius of forty miles) this industry 
produces goods worth over 8 million rupees per year. 
Exports touched the 1.7 million rupees mark in 1963. 

Surgical instruments. Present production is 
nearly 4 million rupees, of which about 3 million 
rupees worth is exported. 

Sports goods. This is one of the principal small 
industries that Pakistan inherited in 1947 as a going 
venture. After the Second World War, the sports 
goods of Sialkot began to obtain access to interna- 
tional markets. According to a recent industrial 
survey, this industry employs about 20,000 crafts- 
men; 85 per cent of its production is exported and, in 
1962, the value of exports amounted to 14,400,000 
rupees. 

Carpets. Displaying traditional craft, this in- 
dustry has recently gained a valuable hold in foreign 
markets, and exports in 1963 amounted to over 9 
million rupees. 

b.   New industri« Mn§ fhmmti 

1.   Introduction 

As has already been stated, the main instrument 
through which industrial progress is maintained is the 
Industrial Investment Schedule, whose preparation 
and implementation is the responsibility of the Depart- 
ment of Investment Promotion. The Schedule pro- 
vides the guidelines in terms of investment and phy- 

sical targets, and the actual mechanics of size, financial 
outlay, production capacity and so on are left to be 
decided by the sponsors of each industrial unit, to 
the satisfaction of the sanctioning authority This 
authority is the Central Investment Promotion and Co- 
ordination Committee, which is composed of the vice- 
chairman. Department of Investment Promotion, as 
Chairman, and representatives of the two provincial 
governments, PICIC,  and  1DBP  as  members 

A general review of the major new industrial ac- 
tivity to be generated in the third plan period (1965- 
1970) is given below: 

2.    Food  manufactures   {except   beverages) 

(a) Canning   and   preservation   of   frmis   an J 
vegetables 

The third plan target is for eight units, three in 
West and five in East Pakistan. In addition, the 
capacity target in the small industry sector is twenty 
units (East Pakistan only). (Small industry refers to 
establishments having fixed assets of up to 250,000 
rupees. ) 

The investment provided for is 24 million rupees 
(8.9 million rupees internal and 15.1 million rupees 
external) in the large industry sector and 6.6 million 
rupees in the small industry sector (2.4 million rupees 
internal and 4.2 million rupees external). Of the 
total provision, 17.5 million rupees is for new capacity 
and 6.5 million rupees for balancing, modernizing and 
replacement (BMR) in the large-industry sector, and 
in the small-industry sector 4.5 million rupees is 
allocated for new capacity and 2.1 miliion rupees for 
BMR. 

Exports of canned fruits and vegetables in 1963/ 
64 amounted to 3.4 million rupees, and the export 
target is 10 million rupees by 1970. 

(b) Canning and preservation of fish and other 
seafood 

The capacity target in the third plan is for 
fourteen units with an aggregate capacity of 20,000 
tons in West Pakistan and eighteen units with a total 
capacity of 25,000 tons in East Pakistan. 

Ths investment provided for is 28.9 million 
rupees (10.8 million rupees internal and 18 1 million 
rupees external) in the large industry sector, and 2.9 
million rupees (1.0 million rupees internal and 19 
million rupees external) <n the small industry sector. 
Of the total provision for large industries, 22.5 million 
rupees is for new capacity and 600,000 rupees for 
BMR. 

Exports of canned fish and seafood amounted to 
50 million rupees in 1963/64, and the target for 
1969/70 in 150 million rupees. 

(c) Sugar 
Capacity target in the third plan period has been 

fixed for .10 million tons each for West and East 
Pakistan. The investment provided for the expansion 
is 350.00 million rupees (157 50 million internal and 
192.50   million   external)   of  this,   each   wing   has 
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170 00 million rupees (76 50 internal and 92.50 
external) for new capacity and 5 00 million rupees 
(2.25 internal and 2 75 external) for balancing 
modernization and replacement in the large/medium 
sector only. 

(d) Edible oils and vegetable ghee 
Existing and sanctioned capacity is .63 million 

tons divided almost equally between the two provinces 
of the country. Target for new capacity during the 
third plan period is 80,000 tons in East Pakistan and 
240,000 tons in West Pakistan. It has been decided 
to intensify the grow-more-seed compaign to meet the 
shortage of oilseeds to achieve the targets. 

The physical target of 129,000 tons for vegetable 
ghee industry by the end of the third plan period has 
already been achieved and slightly exceeded in West 
Pakistan as existing and sanctioned capacity in West 
Pakistan is 129,500 tons. 

In East Pakistan, people prefer to use vegetable 
oil, but vegetable ghee is slowly gaining favour. As 
such the existing capacity for vegetable ghee, about 
9,000 tons per year is planned to be raised to 16,000 
tons by setting up more units during the third plan 
period. 

3.    Textiles 

(a) Cotton textiles (weaving) 
The capacity targets in the third plan are 8,000 

looms in West Pakistan and 7,000 looms in East 
Pakistan in the large-industry sector. In the small- 
industry sector, ten preparatory units and 2,000 po-ver 
looms are planned in West Pakistan. 

The investment provided for is 200.5 million 
rupees (51.5 million rupees internal and 149 million 
rupees external) in the large-industry sector. Of this, 
140.5 million rupees is for new capacity and 60 million 
rupees for BMR). In the small-industry sector, 20.8 
million rupees is provided (6.1 million rupees internal 
and 14.7 million rupees external), of which 17 million 
rupees is for new capacity and 3.8 million rupees for 
BMR 

Exports of mill-made cloth and handloom pro- 
ducts amounted in 1963/64 to 75 million rupees and 
2 million rupees respectively. The export target for 
1969/70 is 180 million rupees of mill-made cloth and 
40 million rupees of handloom cloth. 

(b) Jute manufactures 
The capacity target in the third plan is 4,250 tons 

(1,500 tons in West Pakistan and 2,750 tons in 
East Pakistan) and 1,000 broadlooms (200 in West 
Pakistan and 800 in East Pakistan). 

The investment provided for is 532 million rupees 
(152 million rupees internal and 380 million rupees 
external), of which 477 million rupees is for new 
capacity and 55 million rupees for BMR. Investment 
in the small-industry sector is also provided for to the 
extent of 4 million rupees (13 million rupees internal 
and 2.7 million rupees external), of which 3 million 

rupees will be used for new capacity (East Pakistan 
only) and 1.0 million rupees for BMR (East Pakistan 
only). 

Exports of jute products in 1963/64 amounted to 
341 million rupees and the export target for 1969/70 
is 800 million rupees. 

4.    Paper and paper products 

(a) Writing, printing and packing paper 
The second plan target of production of 43,500 

tons has been met with existing rated capacity of about 
43,000 tons. Production in 1964 was 37J53 tons 
Keeping in view the educational and industrial pro- 
grammes envisaged in the third plan a production 
target of 100,000 tons of writing, printing and packing 
paper has been set up to 1969-70; 65,000 tons in East 
Pakistan and 35,000 tons in West Pakistan. Against 
this target, a capacity of about 67,500 tons has already 
been sanctioned. 

In addition to the above, a further capacity of 
9,000 tons is under approval and feasibility study and 
scrutiny for another capacity of about 90,000 tons is 
under consideration. 

Provision for the third plan is for a total of 42.5 
million rupees out of which 23.37 million rupees is 
in foreign exchange. 

(b) Newsprint and mechanical paper 
The second plan production target of 50,600 tons 

has not been fully achieved. Production in 1963-64 
was 30,395 tons. Keeping in view the substantial 
educational programme in the third plan period and 
the export prospects, a production target of 100,000 
tons of newsprint and mechanical paper has been set 
up to 1969-70; 65,000 tons in East Pakistan and 
35,000 tons in West Pakistan. Provision in the third 
plan is for a total of 85 million rupees. Out of 
which 46.75 million rupees is in foreign exchange. 

(c) Paper board, duplex board and straw board 
The second plan proposed a production target of 

27,400 tons of various kinds of board against which 
acutal production in 1964 was 19,368 tons. Existing 
and sanctioned capacity is about 65,700 tons and in 
addition to this, target to be achieved during the third 
plan period is 35,000 tons. Out of this 20,000 tons 
will be in West Pakistan using bagasse and other waste 
materials. Financial provision in the third plan for 
this industry is for 29 million rupees. Out of which 
15.95 million rupees is in foreign exchange. 

(d) Haraboard, particle board, chip board 
Existing and sanctioned capacity for hardboard is 

a total of 57,700 tons. Target for the third plan 
period is an additional 60,000 tons to be divided 
equally between East and West Pakistan. Financial 
provision for this industry during the third plan is 24 
million rupees, out of this 13.2 million rupees is in 
foreign exchange. 
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5. Rubber products (except footwear) 
The capacity targets in the third plan period are 

as follows: 
Cycle tyres and tubes 500,000 per annum 
Motorcycle and scooter 

tyres 
Car and heavy vehicle 

tyres 
Car and heavy vehicle 

tubes 
Motorcycle and scooter 

tubes 
Retreading of tyres 

Investment provision is 56 million rupees (17.8 
million rupees internal and 38.2 million rupees ex- 
ternal) in the private large industry sector. Of this, 
52 million rupees is for new capacity. 

Exports in 1963/64 amounted to 1.5 million 
rupees and the export target for 1969/70 is 10 million 
rupees. 

6. Chemicals and chemical products 

(a) Drugs and pharmaceuticals 
These include a variety of oral and injectible 

preparations, covering a wide range of medicinal and 
clinical uses. 

The capacity targets in the third plan are for 
production to the value of 64 million rupees in West 
Pakistan and 31.8 million rupees in East Pakistan in 
the large-industry sector and 18 million rupees in 
the small-industry sector. Production is entirely in 
the private sector except for the manufacture of 
penicillin. 

The investment provided for is 87.5 million 
rupees (32.5 million rupees internal and 55 million 
rupees external), of which 70 million rupees is for new 
capacity in the large-industry sector. In the small- 
industry sector, the provision is for 8.4 million rupees 
(3 million rupees internal and 5.4 million rupees 
external) of which 6.5 million rupees is for new 
capacity. 

(b) Fertilizers 
The capacity target in the third plan is for a 

production of 285,000 tons of urea and 245,000 tons 
of triple superphosphate. 

Investment will be sanctioned against specific 
projects. 

(c) Cellulose fibres 
The capacity target in the third plan is 10,000 

tons. 
The investment provision is 145 million rupees 

(37 million rupees internal and 108 million rupees 
external), all for new capacity. 

(d) Industrial chemicals (some thirty-one items) 
The investment provision in the third plan is 49 

million rupees (12.5 million rupees internal and 36.5 
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million rupees external) in the large-industry sector 
and 7.5 million rupees in the small-industry sector 
(2.8 million rupees internal and 4.7 million rupees 
external). Of this, 37 million rupees in large industry 
and 6.5 million rupees in small industry are for new 
capacity. 

(e) Petrochemicals 
This category includes carbon black, plastics, 

synthetic fibres, aromatics, synthetic resins, and so on. 
The capacity target in the third plan is a total of 

about 30,000 tons. 
Investment will be sanctioned against specific pro- 

jects. 

7.    Non-metallic mineral products 

(a) Cement 
The capacity target in the third plan is eight units 

for grey cement (six in West Pakistan and two in 
East Pakistan) and one unit in West Pakistan for 
clinker, with a capacity of 2.22 million tons of grey 
cement. 

The investment provision is 420.5 million rupees 
(171.5 million rupees internal and 249 million rupees 
external). Of this 379 million rupees is for new 
capacity. 

The export target by 1969/70 is 50 million 
rupees. 

(b) Refractory products 
A high demand exists in both wings for these 

products. The capacity target in the third plan is for 
a production of 35,000 tons, for which the investment 
provision is 42.5 million rupees (18 million rupees 
internal and 24.5 million rupees external). Of this, 
38.5 million rupees is for new capacity. 

(c) Ceramics 
This  category  includes  earthenware,   porcelain, 

insulators and other products. 
The capacity targets in the third  plan  are as 

follows: 
Earthenware and porcelain 15,000 tons 
Insulators 5,500 tons 
Other products 2,000 tons 
The small industry sector capacity target is 5,500 

tons, of all products. 
The investment provision is 22 million rupees 

(8.3 million rupees internal and 13.7 million rupees 
external) in the large-industry sector and 5.7 million 
rupees in the small-industry sector. 

8.    Basic metal industries 
(a) Steel 
The third plan target capacities are largely in the 

public sector, though efforts are being made to 
establish smelting units in the private sector as well. 

(b) Steel re-rolling 
There is a total installed capacity of 741,600 tons 

in the two wings of the country.   Further capacity for 
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rolling of wire rod for high carbon wires and baling 
hoops 10,000 and 3,000 tons has been provided for 
third plan targets. In addition, some provision was 
also made for the production of galvanized and corru- 
gated sheets. 

The total provision for all the above in the third 
period is as under: 

East Pakistan 

Internal   External   Total 
95 300        395 

West Pakistan 

Internal   External   Total 
40 70 110 

(c) Production of Non-Ferrous Metáis 

With a view to make non-ferrous metals available 
from indigenous sources, a provision of 100 million 
rupees has been made in the third five-year plan, and 
it is expected that the copper and brass units, with 
facilities to produce copper from imported sinters or 
mate will be in production. 

9.    Metal products 

{a ; Structural steels 

The capacity target in the third plan is a produc- 
tion of 200,000 tons, equally divided between East 
and West Pakistan. 

The investment provision is 26 million rupees 
(10 million rupees internal and 16 million rupees 
external). 

(b) Galvanized iron pipes and fittings 

The third plan target is a production of 5,500 
tons of four-inch to six-inch pipes in West Pakistan 
and 20,000 tons of pipes of all sizes in East Pakistan. 

The fittings target is 15.5 million rupees in West 
Pakistan and 17.5 million rupees in East Pakistan. 

The investment provision is 54.5 million rupees 
(16.1 million rupees internal and 38.4 million rupees 
external). Of this, 49 million rupees is for new 
capacity. 

(c) Cast iron foundries 

The third plan capacity target is a production to 
the value of 130 million rupees in the large-industry 
sector and 23.5 million rupees in the small-industry 
sector. 

The investment provision is 75 million rupees 
(22.5 million rupees internal and 52.5 million rupees 
external) in the large-industry sector and 15.7 million 
rupees (5.3 million rupees internal and 10.4 million 
rupees external) in the small-industry sector. 

10.    Machinery 

(a) Machine tools and ancillary equipment 

This category includes lathes, drills, shapers, 
planers and power presses. 

This third plan target is a production value of 
160 million rupees. 

The investment provision is 73.9 million rupees 
(33.8 million rupees internal and 40.1 million rupees 
external). Of this, 68.9 million rupees is for new 
capacity. 
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Exports anticipated in 1969/70 amount \o 5 
million rupees. 

( b ) Stationary and marine diesel engines 

Marine          up to 70 hp 
Stationary          up to 50 hp 
Vertical air-cooled          up to 30 hp 

The third plan capacity target is 16,000 engines 
of all types, and high speed engines will be specially 
developed. 

The investment provision is 70.5 million rupees 
(20.5 million rupees internal and 50 million rupees 
external). 

Exports planned for 1969/70 are to a value of 
10 million rupees. 

(c) Textile machinery, pans and accessories 

This category includes spindles, bobbins, shuttles, 
reeds and finishing equipment. 

The third plan capacity target is a production of 
22 million rupees in value. 

The investment provision is 79.5 million rupees 
(28 million rupees internal and 57.5 million rupees 
external). 

11.    Electrical equipment,  apparatus, etc. 
(a) Accumulators 

New capacity is to be developed for heavy duty 
and light duty accumulators with containers. 

The investment provided for is 24.6 million rupees 
(9.2 million rupees internal and 15.4 million rupees 
external). 

(b) Electrical appliances 

The new capacity to be developed should give a 
production worth 22 million rupees. 

The investment provided for is 21.5 million 
rupees (6.5 million rupees internal and 15 million 
rupees external) in the large-industry sector and 6.5 
million rupees (2.2 million rupees internal and 4.3 
million rupees external) in the small-industry sector. 

Exports planned for 1969/70 amount to 5 million 
rupees. 

(c) Electric motors, generating sets, etc. 

New capacity is to be developed  for electric 
motors and generating sets. 

The investment provided for is 21.5 million rupees 
(7 million rupees internal and   14.5 million rupees 
external). 

id) Fans 

The new capacity to be developed is for 223,000 
fans in the large-industry sector and 40,000 in the 
small-industry sector. 

The investment provided for is 26.5 million 
rupees (7.3 million rupees internal and 19.2 million 
rupees external) in the large-industry sector and 4 mil- 
lion rupees (one million rupees internal and 3 million 
rupees external ) in the small-industry sector. 
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(e) Radios and components 
The new capacity to be developed is for 400.000 

sets, for progressive manufacture. 
The investment provided for is 38 million rupees 

(11.5 million rupees internal and 26.5 million rupees 
external). 

(f) insulated wire and cables 
The new capacity to be developed totals 87.5 

million yards in the large-industry sector and 30 million 
yards in the small-industry sector. 

The investment provision is 25 million rupees 
(7.2 million rupees internal and 178 million rupees 
external) in the large-industry sector and 6 million 
rupees (2 million rupees internal and 4 million rupees 
external) in the small-industry sector. 

12.    Transport   equipment 

(a) Mechanically   propelled  vehicles  and   com- 
ponents 

The new capacity to be developed is as follows: 
Cars, jeeps, station wagons 14,700 
Buses, trucks 10,700 
Motorcycles, scooters, three-wheelers 11,000 
Components (value) Rs. 26.000,000 
Body-work 16,000 
The total investment provision is 250.5 million 

rupees (69.1 million rupees internal and 181.4 million 
rupees external).   Of this, 238 million rupees is for 
new capacity. 

The   provision    in   the    small-industry    sector 
amounts to 6 million rupees (2 million rupees internal 
and 4 million rupees external). 

IX.    EXPORT OF MANUFACTURED GOODS 
AND SEMI-MANUFACTURES 

Present balance of trade 

1.    Terms of trade 

Table 27 gives the historical background of the 

country's terms of trade, foreign trade ami external 
reserves. 

Before commenting on table 27, it may be stated 
that great caution must be taken in arriving at definite 
conclusions on Pakistan's terms of trade. First, com- 
putation is made only in commodity terms of trade, and 
second, the base period is no longer appropriate since 
in that period the country's internal and external 
economic situation was subjected to the consequences 
of partition. Moreover, the significance of primary 
products in the export trade of the country diminished 
between 1948/49 and 1960/61. The composition of 
imports also shifted from consumer goods to capital 
goods, industrial raw materials and the like, following 
the import substitution effects of Pakistan's industrial 
development. These developments suggest that a new 
index of the terms of trade should be constructed. 

However, it is a fact that the country's balance of 
payments position has been very difficult in the past 
decade, and this was due in considerable measure to 
the deterioration in the terms of trade. The index of 
terms of trade declined from eighty-five in the first 
quarter of 1955 to fifty-two in the last quarter of 
1959. This was caused by a steep rise in the price 
of imported goods up to 1957 and the decline in 
export prices of jute and cotton thereafter. The net 
effect has been to reduce the volume of imports the 
country can pay for by about 40 per cent, reducing 
the resources available for development every year. 
It has been estimated that the loss to the economy 
during the first plan period (1955-1960) due to 
deterioration in the terms of trade after 1954/55 was 
of the order of 2,000 million rupees. 

As a matter of fact, after 1957, export prices of 
jute and cotton decreased and at the same time the 
exportable surplus of those two commodities also de- 
creased, so that the combined effect of the two on total 
export earnings was considerable. One redeeming 
feature with regard to the commodity terms of trade is 

TABLï 27.    TERMS OF TRADE, BALANCE OF PAYMENTS AND EXTERNAL RESERVES 1948/40-1962/63 

Tnuh Mica Cold Miar 
(Aprtl-Hmecki Foreign irjä. BalancRe of »ad sterling 

——  (millions' payments, reserves 
Yemr                                                      Vermi of •        -— current account (ené-ìune) 

(Imty-lune)                                                        trtit                      Importi Exports Imports                      Exports (million Ri.) (million Rs. i 

1948/49          —                   — — M59                 957 -455 1,655 
1949/50              126.1                 73.2 93.2 1,297               1,194 -349 958 
1950/51              123.7                88.0 109.0 1,620               2,553 +578 1,531 
1951/52              116.6                93.2 108.5 2,237               2,008 -440 1,046 
1952/53               77.6                82.7 64.2 1,384               1,510 -467 669 
1953/54               74.8                90.8 67.9 1,118               1,286 -60 630 
1954/55               85.5                82.1 70.2 1,103               1.223 +  10 696 
1955/56               65.6               127.7 83.8 1,325               1,784 +362 1,395 
1956/57               63.5               152.3 96.7 2,334               1,607 -269 1,200 
1957/58               58.6               158.6 93.0 2,050               1,422 -336 880 
1958/59               56.0               150.0 83.9 1,578               1.325 + 35 1,043 
1959/60               51.0               156.6 79.6 2,461               1.843 +118 1,170 
1960/61               91.5               168.1 153.8 3,188               1.799 -90 1,225 
1961/62               67.5               158.5 106.7 3,109               1,843 - 1,128 
1962/63               59.5               159.5 94.9 4,430               2,000 - 1,235 

Note:   For term» of trade, base year April  1948 to March   1949   =   100.   The  Pakistan  rupee wa»  devalued  in 
August 1955. 
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that jute and cotton manufactures now form 25 per 
cent of total commodity export earnings as against one 
per cent in 1954/55. To the extent, therefore, that 
world terms of trade are tending to be adverse to 
primary products or favourable to manufactures, 
Pakistan is in a more favourable position now than it 
was a few years ago. 

It can be seen from table 27 that Pakistan's 
balance of payments has been sharply fluctuating. In 
1950/51, the year of the Korean conflict boom, the 
current account surplus was 578 million rupees (which 
has not been exceeded so far) but in the following year 
there was a deficit of 440 million rupees. A substantial 
surplus was again recorded in 1955/1956 (in which 
year Pakistan devalued the rupee) amounting to 362 
million rupees but again in the following year, that is, 
1956/57, there was a deficit of 260 million rupees. In 
1959/60, there was a surplus of 118 million rupees 
but in 1960/61 there was a deficit of 90 million rupees. 
The Korean conflict boom, devaluation and the export 
bonus scheme all had a favourable impact on Pakistan's 
export earnings and the last two factors also helped to 
improve Pakistan's competitive position in regard to 
manufactured goods in world markets. However, the 
benefits of increased exports that should have resulted 
from devaluation were not realised, as the deterioration 
in terms of trade continued (the index fell from 65.6 
in 1955/56 to 51.0 in 1959/60). This adverse effect 
was cushioned by United States commodity aid. In 
fact, foreign aid became crucially important for Pakis- 
tan at that stage; its contribution can be judged from 
the volume in 1960, which was 1,128.7 million rupees 
as against private account imports from Pakistan's own 
resources of 1,180.8 million rupees. 

Apart from the demands created by an intensive 
industrialization programme, the factors that have been 
exerting pressure on Pakistan's balance of payments 
position are food-grain imports, defence requirements, 
servicing of foreign loans, internal inflationary situation 
etc. However, the fiscal measures taken by the Govern- 
ment in recent years have been extremely constructive 
and have helped place a definite check on the mone- 
tary imbalance. Because of the unfavourable trend in 
its terms of trade, Pakistan has had to cut down its 
imports, and import needs have been met increasingly 
by commodity aid. 

With effect from 1 July 1964, the balance of 
payments statistics are being presented in a revised 
form. The concept of surplus/deficit has also under- 
gone a change. The new concept is broader than 
that of the current account as it covers the capital 
transactions as well. The balance of payments 
recorded an over-all deficit of 63.6 million rupees 
during 1964-65. The deficit of 3012.1 million rupees 
on goods and services account was largely offset by 
receipts under the heads transfer payments and capital 
transactions. While net receipts under transfer pay- 
ments stood at 1429.5 million rupees during 1964-65, 
net capital inflow amounted to  1519 million rupees. 

As against the over-all deficit of 63.6 million rupees, 
the gold, dollar and sterling reserves showed a decline 
of 283.6 million rupees to 951.7 million rupees and 
other monetary movements denoted a deterioration of 
4.7 million rupees during the year under review, re- 
sulting in a balancing item of 224.6 million rupees. 
The decline in reserves, which occurred notwithstand- 
ing a drawing of 76.2 million rupees from the Inter- 
national Monetary Fund in January 1965 against the 
gold tranche, mainly reflected the sizable increase in 
imports following a further liberalization in the import 
policy. The terms of trade index (1954-55=100) 
which stood at 88.59 in 1963-64 improved substan- 
tially during the year and was provisionally estimated 
at 111.65. 

* The balance of payments statement for the year 
1963-64 showed a deficit of 1487.5 million rupees on merchan- 
dise account. The figure, however, is not strictly compar- 
able with the figure of deficit in the balance of payments 
statement for 1964-65 on account of the differences in the 
coverage of the two statements. 

The deficit on merchandise account amounted to 
2,255.4 million rupees during the year under review. 
The increase in deficit compared to the preceding year* 
was due largely to increase in imports as export earn- 
ings recorded a rise in 1964-65. Exports (f.o.b.) rose 
from 2,215.1 million rupees in 1963-64 to 2,403.6 
million rupees during 1964-65. While earnings from 
raw jute, and other exports including rice, and cotton 
manufactures rose appreciably during 1964-65, receipts 
from raw cotton, wool, jute manufactures and hides 
and skins recorded declines. Export earnings from 
raw jute rose sharply by 150.2 million rupees over 
1963-64 to 925.8 million rupees during the year under 
review. The increase was despite a fall in the volume 
of exports and was attributable entirely to a marked 
increase in export prices. Earnings from cotton 
manufactures increased from 115.3 million rupees 
in 1963-64 to 188.3 million rupees during 1964-65. 
The marked increased in receipts reflected mainly 
the expansion in export volume, both of cotton 
yarn and cotton piecegoods, although their prices also 
rose to some extent. Earnings from other exports 
(including rice), increased further by 113.3 million 
rupees over 1963-64 to 562.0 million rupees during 
1964-65. At this level they represented about 
23 per cent of the total export earnings. A 
substantial part of the increase in miscellaneous 
exports, appeared to have occurred under manufac- 
tured goods. This could be attributed to increase 
utilization of industrial capacity following enlarged im- 
ports of raw materials and spares under the free import 
list. Earnings from rice also rose from 102.5 million 
rupees in 1963-64 to 115.7 million rupees during 
1964-65. With the removal of ban on tea exports 
in September 1964 and the fixation of an export quota 
of six million pounds, tea appeared again on the export 
list. Its contribution during 1964-65 was about 10.0 
million rupees. Receipts from raw cotton declined by 
112.2 million rupees to 330.5 million rupees during 
1964-65.    This was attributable entirely to the re- 
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duced volume of exports as export price of cotton 
showed a rise. Other items which recorded declines 
during the year were: wool (24.6 million rupees to 
73.0 million rupees), jute manufactures (21.2 million 
rupees to 320.0 million rupees) and hides and skins 
(14.7 million rupees to 61.3 million rupees). 

Imports (f.o.b.), including aid-financed imports, 
at 4,659.0 million rupees* during 1964-65 were sub- 
stantially higher compared to the preceding year. Of 
the total imports during the year under review, im- 
ports from the country's own resources accounted for 
2,203.8 million rupees while imports financed by 
foreign loans** and transfer payments** amounted to 
1.174.4 million rupees and 796.0 million rupees res- 
pectively. The remainder represented largely imports 
relating to the Indus-Basin Expenditure, and to a small 
extent, of capital goods under private direct foreign 
investment. The increase in imports was the result 
mainly of the import liberalization measures. 

The deficit on service transactions (excluding 
transfer payments) widened from 404.5 million rupees 
in 1963-64 to 756.7 million rupees during 1964-65 
due to a larger increase in payments than in receipt, t 
The increase in payments occurred under all the items 
but was most pronounced in the case of transportation 
and insurance which recorded an increase of 249.6 
million rupees to 635.6 million rupees reflecting mainly 
a marked increased in merchandise imports. 
Transfer payments 

Receipts under the head "Private", which repre- 
sent mainly the remittances by Pakistanis working 
abroad, increased by 18.7 million rupees to 129.2 
million rupees during 1964-65 while payments showed 
an increase of 3.3 million rupees to 33.2 million 
rupees. Receipts under the head "Central Govern- 
ment" during the year amounted to 1,334.0 million 
rupees. 

2. Imports and exports 
In 1947/48, the level of imports (359 million 

rupees) was low as compared to exports (703 million 
rupees). In 1948/49, the import policy was complete- 
ly liberalized, so much so that there was an abundance 
of consumer goods in the country. In the following 
year, however, the non-devaluation of the Pakistan 
rupee caused a commercial stir and the imports on 
private account were reduced to 1,297 million rupees 
in 1949/50 against 1,459 million rupees in 1948/49. 
In 1951/52, with the Korean conflict boom, all restric- 
tions on imports were removed, and the import bill 
went up to 2,237 million rupees.   In November 1952, 

* Imports including aid-financed imports amounted to 
Rs. 3702.5 million during 1963-64. This figure is, however. 
not strictly comparable with that for 1964-65 as it did not 
include imports financed by the Indus-Basin Expenditure 
und the flow of capita) goods in the form of private direct 
foreign  investment. 

** Excluding Indus-Basin transactions. 
t The figures relating to service transaction for 1964-65 

are not strictly comparable with those of 1963-64 as some 
procedural changes have been made in the components to 
correspond with the revised form of the balance of payments 
statement. 
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import licencing was introduced in view of the recession 
in world trade and by 1954/55, imports had declined 
to 1,103 million rupees. From that year, imports of 
capital goods and industrial raw materials were allowed 
to expand while imports of consumer goods were dras- 
tically curtailed. This was the most crucial year in 
the process of industrialization in Pakistan. There was 
an increasing volume of indigenous products on sale in 
local markets and industrial production gathered 
momentum under the protective umbrella. Imports of 
capital goods increased from 230 million rupees in 1955 
to 314 million rupees in 1958 and to 6X0 million 
rupees in 1960. 

3. Import liberalization 
Since 1959, the import policies of the Government 

have become increasingly liberal. The number of items 
on the import list has been raised and ether measures 
designed to help selected industries adopted. These 
liberal policies have had a very healthy effect on in- 
dustrial production and exports. As a result, the 
country's economic progress became rapid in the years 
1959 to 1963. The success of the Government's 
policies can be judged from the following: 

a) Domestic production expanded as a result of 
the curbs on imports of consumer goods. 

b) Greater imports of 'balancing' and 'moder- 
nization' equipment helped industries work at 
full capacity. 

c) Imports were to some extent linked with 
export performance, so that exports received 
a boost. 

d) It was possible to divert external resources to 
important welfare sectors. 

4.    Export incentives 
To increase the volume of exports, the Govern- 

ment introduced the Export Incentive Scheme in 1954. 
The Scheme entitled exporters to claim a 30 per cent 
bonus on export earnings. In 1954, as a direct result 
of this incentive, exports rose to 20 million rupees (in 
nine months) as against 8 million rupees in 1952/53. 

The Scheme was extended from time to time, and 
a review made in September 1956 revealed that the 
over-all results were quite satisfactory. There had been 
an increase of 46 per cent in exports of minor com- 
modities. In order to give greater stability to the 
Scheme, it was enlarged into the Export Promotion 
Scheme in October 1956, which covered sixty-seven 
primary and fifty-eight manufactured goods. Bonus 
entitlements for primary commodities were fixed at 
15 per cent and for manufactured goods at 25 to 40 
per cent. 

In October 1958, the country's foreign exchange 
reserves fell to 726.2 million rupees as against 1,271.3 
million rupees in 1956. This necessitated a review of 
policies in order to increase the volume of exports con- 
siderably. Accordingly, the Export Bonus Scheme was 
constituted and put into effect on 15 January 1959. 
This scheme is continuing. 
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The importance of the Export Bonus Scheme lies 
in its transferability. It has accordingly become a 
perennial item on the stock market. The Scheme has 
contributed in great measure to expanding the country's 
exports, as may be seen from table 28. 

TABLE   28.     tXPORlS   OF   SELECTED   ITEMS.    1958-196(1 

(million   Rs.) 

T.xfnrl ,' —i J'yj! !<'••> >')'*>• 

Cotton manufactures     4.39 26.68 54.54 
Jute  yarn   and  manufactures   . . 108.35 212.58 245.43 
Woollen  yarn  and   manufactures .46 3.09 3.22 
Cotton yarn and thread     13.52 124.59 137.32 
leather    (including    hides    and 

skins)         3.24 7.06 13 98 

The increases in 1959 and 1960 have been quite 
impressive. Export earnings of bonus items were 20 
per cent of tctal export earnings in 1959 and they 
increased to 37 per cent in 1959. 

The Export Bonus Scheme has had an extremely 
favourable effect on domestic industrial production and 
has acted as a powerful incentive for exports. Many 
new items have been added to the export list. 

5.    Projections 

The first five-year plan (1955-1960) anticipated 
an annual average income from exports of 1,912 mil- 
lion rupees, but in view of the good performance of 
exports in 1958 and 1959, the actual estimate of 
earnings in 1959/60 was 1,970 million rupees. In the 
second plan (1960-1965), an annual average of 2,120 
million rupees was anticipated, with a total of 10,600 
million iupees. The over-all increase anticipated was 
15 per cent. Of this increase, 75 per cent was expected 
from manufactured goods and 23 per cent 'rom pri- 
mary commodities. 

The increase was based on the expectation that 
the demand for jute goods would expand by about 2 
per cent per annum and raw cotton and cotton manu- 
factures by 10-15 per cent. Other products expected 
to make significant contributions to increasing export 
revenue were wool, hides and skins, tea, superior rice, 
newsprint, petroleum products, and so on. 

Actually, the second plan (1960-1965) recorded 
a six per cent average annual increase in exports, 
which was far in excess of the three per cent originally 
anticipated. 

In the third plan (1965-1970), the 1970 target 
for total export earnings has been fixed at 4,250 million 
rupees. This target is based on the planned expansion 
in the production of exportable surpluses and and as- 
sessment of market outlets. The projections are based 
on conservative price assumptions. On the other hand, 
if international prices for jute and cotton show some 
improvement, the chances are that the target may be 
exceeded. 

Earnings from raw jute are expected to be main- 
tained at the existing level of 800 million rupees while 

earnings from jute manufactured are expected to go 
up fiom 360 million rupees in 1964/65 to 840 million 
rupees by 1970. 

These assumptions are based on conclusions that 
the world consumption of jute manufactures will go 
•up and that Pakistan will supply 20 per cent of the 
demand, as compared with 10 per cent in the past. 

Earnings from raw cotton are expected to be 500 
million rupees by 1970 and from cotton manufactures 
300 million rupees as against 400 million rupees and 
150 million rupees in 1964/65. These assumptions are 
based on expectations thai some relaxation in imports 
will be in evidence in world markets. Table 29 shows 
the third plan projections for export earnings. 

UBIL  29 AlllM.   AND    PROJECTED    EXPORT   EARNINGS. 
1962/63-1969/70 

(million  Rs.) 

Raw   jute    ... 
Jute manufactures 
Raw  cotton     
Cotton  manufactures 
Hides  and skins 
Wool 
Rice 
K'ish 
Newsprint   and   paper 
Other   exports 
Invisibles 

l'I',.'/l, Ì 1%4/ii vi' •>: •'.> 
(Annul (hilimulr, 1 

800 

1 ¡jr¿r:. 

480 800 
320 360 840 
390 400 500 
90 150 300 
80 70 80 
90 90 90 

120 150 250 
100 90 200 

10 10 50 
210 280 500 
500 550 640 

2,750 2,950 4,250 

The liberal trend of import policies will be con- 
tinued but, with the rapidly changing composition of 
the industrial programme, a review of the tariff struc- 
ture may be made to provide increasing protection to 
the capital goods industry without increasing the cost 
of imports in fields where domestic production con- 
stitutes a small proportion of total imports. 

It is assumed that imports of consumer goods will 
increase at a slower rate than the increase in national 
income. 

Exports of manufactured goods are expected to 
account for 45 per cent of total exports by 1969/70 
(as against 30 per cent in 1964/65). The export 
performance planned during 1965/1970 will require a 
shift from import substitution to export industries in 
the industrial programme. 

The changing composition of exports will also 
necessitate a change in the destinations of the country's 
exports. In 1962/63, about 52 per cent of total ex- 
ports wen, *o Western countries. An expansion in the 
direction ol. fro-Asian countries and centrally planned 
economics is ( "dieted. In this context, the regional 
co-operation beueen Iran, Turkey and Pakistan is 
deemed significant. 

The Export Bonus Scheme will be continued but 
its impact on different items will be carefully watched. 
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b.   Principal manufactured goods and semi- 
manufactures exported 

About a decade ago, exports of manufactured 
goods formed a negligible part of Pakistan's total ex- 
ports. In 1951/52, earnings from the export of manu- 
factured goods amounted to only one per cent of the 
total. Exports of jute yarn and its manufactures during 
that year were value at less than 25,000 rupees; ex- 
ports of cotton yarn and manufactures amounted to 
50.000 rupees, and the total exports of "articles manu- 
factured" stood at 150 million rupees. 

However, in more recent years, manufactured 
loods have started taking an increasing share in the 
country's export trade, though their share is still far 
below that of primary commodities. Table 30 shows 
the change in the composition of Pakistan's export 
trade since 1957/58. 

T sin l.   30. COMPOSITION  OF   PAKISTAN'S 

1957/58-1963/64 
1 liPORT    TRADE. 

Share of 
primary 

commodities f% ' 
Slurp fif mjlliftiiliir.'il 

tonds l'/.i 

1957/58 88.9 
82.1 
71.3 
71.7 
74.4 
76.0 
66.6 

11.1 
1958/59 17.9 
1959/60 28.7 
1960/61 
1961/62 

28.3 
25.6 

1962/63 24.0 
1963/64 33.4 

Earning from the export of primary and manu- 
factured commodities since 1957/58 are shown 
separately in table 31. 

TABLE 31.   EXPORT EARNINGS FROM PRIMARY 
COMMODITIES AND MANUFACTURES, 1957/58-1963'64 

(million Rs.) 

Earningi 

export/ of 
primary 

commodities 

1957/58 
1958/59 
1959/60 
1960/61 
1961/62 
1962/63 
1963/64 

1,264 
1,087 
1,324 
1,291 
1,371 
1,547 
1,524 

158 
238 
519 
508 
472 
487 
746 

1.422 
1,325 
1.843 
1.799 
1.843 
2,034 
2.270 

c.   Export-potenti«! industrio* 

The third five-year plan of Pakistan sets a target 
of 4,250 million rupees foi foreign exchange earnings, 
to be reached in the final year (1969/70) of the plan. 
This includes 2,150 million rupees to be realized from 
the export of manufactured and processed goods. This 
target could be exceeded and a figure of 2,457 million 
rupees reached under suitable conditions. In other 
words, it can be expected that more than 50 per cent 
of Pakistan's foreign exchange earnings will be derived 
from the export of processed or manufactured goods. 

Table 32 shows the targets tentatively worked out 
by the Export Promotion Board for the export of 
manufactured and processed goods by 1969/70. 

TABI E   32.   PROPOSED TARGETS  I OR   THE EXPORI   OI 
MANUFACTURED AND PROCESSED  GOODS,  1969/70 

(million rupees) 

Jute   manufactures       
Cotton   textiles       
Handloom cloth     
Ready-made garments 
Hosiery         
Woollen  textiles       
Ait  Silk  fabrics     
Carpets        
Pharmaceuticals and herbal extracts     
Surgical   dressings       
Urea and nitrogenous fertilizers  
Electric   appliances       
Surgical goods and cutlery       
Vegetable  ghee        
Shoes         
Leather,  uppers and soles     
Leather   goods        
Tyres   and  tubes     
Soaps   and cosmetics    
Sports   goods        
Cement        
Newsprint and paper   
Cuar  gum       
Minerals other than gypsum and rock salt— 

marble, chrome ore, manganese ore etc. 
Handicrafts       
Fish,   processed,  including  prawns 
Petrochemicals        
Miscellaneous chemicals       
Miscellaneous        

Total    

'Mi-lint t'y 
l'»i'i/7l) 

850 
.150 
40 
50 
50 
20 
40 
80 
30 
10 

100 
40 
35 
20 
20 
30 
10 
10 
29 
30 
50 
40 
20 

20 
20 
150 
20 
50 

252 

2,457 

As far as primary commodities arc concerned, the 
planned targets to be achieved by 1969/70 are as 
follows : 

Million Rupees 
Jute, raw     800 
Cotton, raw    500 
Rice     400 
Wool, raw    90 
Hides and skins  80 
Fish,   fresh     60 
Miscellaneous  170 

Total      2,100 

d.   Standardisation 

1.   Laws and regulations 
Realizing the supreme importance of standardiza- 

tion in industry, the Pakistan Industrial Conference 
held in December 1947 recommended to the 
Government the establishment of a central standards 
organization in Pakistan. The Central Government 
accordingly prepared a scheme and circulated it to all 
the ministries and divisions of the Central Government 
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and provincial governments, chambers of commerce 
and other important industrial and technical organiza- 
tions for their comments. The scheme met with 
general acceptance. 

The Government of Pakistan, therefore, in 1951 
set up the Pakistan Standards Institution as a 
Government department. Experience of its operation 
over a number of years convinced the Government 
that a departure from normal procedure had to be 
made. In October 1958, the Institution was 
reorganized as an autonomous body. The terms of 
the memorandum of association and the rules and 
regulations of the PSI were tiled with the Registrar 
of Joint Stock Companies, and the Institution was 
registered in December 1958 as a society under the 
Registration of Societies Act XXI of 1860. The PSI 
started functioning as an autonomous organization on 
21 November 1959, the date on which the first 
meeting of its General Council (Governing Body) was 
held. 

Laws and regulations have been promulgated for 
the enforcement of standardization and quality control 
in the country including inspection for exports. 

In order to enforce the standards laid down by 
the PSI for different articles and processes, the 
Government of Pakistan, in December 1961, promul- 
gated the Pakistan Standards Ordinance No. XLVIII 
of 1961. The Pakistan Standards Institution 
(Certification Marks) Rules and Regulations framed 
under the Ordinance were published for general 
information in the Official Gazette in July/August 
1962. 

2.    Preparation of standards 

Standards are prepared in accordance with the 
needs of industry to fulfil a generally recognized want; 
the interests of both the producer and consumer are 
considered and a periodic review of them is under- 
taken. 

The work of standardization on any specific sub- 
ject is only undertaken when the Divisional Council 
concerned is satisfied, as a result of its own deliberations 
or of an investigation and consultation with producer 
and consumer interests, that the necessity for 
standardization has been established. 

When the subject has been so investigated and 
the need established, the Divisional Council concerned 
refers the work to the appropriate Sectional Committee 
of the Division or appoints a new committee for the 
purpose. 

At present there are six Divisional Councils: 
1) Agricultural and Food Products Divisional 

Council; 
2) Building and Building Materials Divisional 

Council; 
3) Chemical Divisional Council; 
4) Electrotechnical Divisional Council; 
5) Mechanical Divisional Council; 
6) Textile Divisional Council. 

3.    Implementation of standards 
The application of standards in industries is done 

through certification marking. The certification marks 
are nothing but standard marks to indicate that the 
goods bearing such marks have been manufactured 
and found to conform to related Pakistan standards 
after the necessary inspection and testing. These 
certification marks are used by the industries under 
licence from the Pakistan Standards Institution. 

At present both voluntary and compulsory 
certification markings have been introduced in the 
country. Under the voluntary scheme any manufac- 
turer can apply for grant of licence to use standard 
mark if his product conforms to the relevant Pakistan 
standard and he can operate the routine scheme of 
testing and inspection furnished by this institution. 
Under the compulsory scheme the Government has 
banned the export of the five items from 1 June 
1966 namely: 

( 1 ) electric fans 
(2) induction motors 
(3) dry cells and batteries 
(4) storage batteries 
(5) cement 

unless they bear the PSI certification marks. More 
and more export goods are intended to be brought 
under this scheme to ensure the export of goods of 
standard quality. 

4.    Organizational structure 
(a) General Council 

The affairs of the Institution are managed by a 
General Council which is appointed by the Central 
Government from time to time. The principal officers 
of the General Council are: 

a) The President, who is the Minister in charge 
of the Ministry dealing with the subject, 
now the Ministry of Industries and Natural 
Resources; 

b) Two vice-presidents, one of them being 
elected from among the members of the 
General Council every year and the other 
being the Joint Secretary of the Ministry 
dealing with the subject, now the Ministry 
of Industries and Natural Resources; 

c) The Director of the Institution, who is the 
Secretary to the General Council and ex 
officio member of all councils and committees 
set up by the General Council. 

The functions of the General Council are detailed 
in paragraph 11 of the rules and regulations of the 
PSI constitution. 

(b) Executive Committee 
The General Council appoints an Executive 

Committee with powers to direct and manage the 
affairs of the Institution, subject to the approval of 
the General Council, to keep the activities of the 
Institution under review, and to report to the General 

k 
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Council from time to time. The Committee is 
generally presided over by one of the two Vice-Presi- 
dents of the General Council. The Director of the 
Institution is the Secretary to the Committee. 

(c) Sectional committees 

To help the Divisional Councils, 90 sectional 
committees have been appointed by them. The 
sectional committees are made up of representatives 
of such interests as the Divisional Council may decide 
and are concerned with the standard or group of 
standards referred to the committee. All interests are 
adequately represented including scientists and tech- 
nicians, but the consumer's interests predominate. 

(d) Sub-committees panels 

A sectional committee may, if it wishes, appoint 
sub-committees and panels from amongst its own 
members and others and may invite interests to 
nominate representatives on such sub-committees and 
panels. At present there are twelve such committees 
functioning under sectional committees. 

(e) Priority sub-committee 

in order to prepare Pakistan standards for export- 
able commodities on a priority basis, the Executive 
Committee appointed a priority sub-committee to make 
out a priority list every year from the items selected 
by the Divisional Councils for standardization. 

(f) Certification marks sub-committee 

After the promulgation of the Certification Marks 
Ordinance, the Executive Committee of the PSI 
appointed a certification marks sub-committee, with 
the Director-General of the Export Promotion Bureau 
as its chairman. In pursuance of the recommendation 
of the sub-committee, the PSI has sent circular letters 
to more than 1,000 manufacturing units in the country 
in order to procure information regarding the produc- 
tion, control and testing facilities available with them, 
in connexion with the testing of samples of certification 
marks. 

5.    Organizations collaborating with the Government 
in maintaining standards 

The certification marks system is new to the 
country. As a result of a publicity drive conducted 
by the PSI, manufacturers are gradually recognizing 
the importance of standardization and certification 
marks. The Textile Manufacturers' Association, the 
Oil-Cakes Manufacturers' Association and other 
organizations have requested their members to adopt 
the PSI certification marks voluntarily. The govern- 
ment purchasing agencies are also being persuaded to 
purchase their stories, as far as practicable, according 
to PSI standards. These measure are gradually draw- 
ing the manufacturers toward using the PSI certifica- 
tion marks. 

X.   MEASURES   FOR   ACCELERATING    INDUS- 
TRIALIZATION, DIVERSIFYING MANUFACTUR- 
ING, AND PROMOTING EXPORTS OF  MANU- 

FACTURED PRODUCTS 

a.   Brood strategy of action 
1.    Background 

In order to outline the strategy of future industrial 
development, it is necessary to review the progress 
of planned development that has taken place so far. 
If the growth rate of GNP is analysed, it can be seen 
that the annual growth rate of large-scale industry over 
the past fifteen years has been as high as 15 per cent. 
The rate has come down to about 12 per cent per 
annum in the past five years, however This contrasted 
sharply with the slow rate of growth in agriculture 
( 1.6 per cent annually ). The widely divergent growth 
rate in agriculture and industry over the past fifteen 
years have made economic growth less harmonious and 
have had an adverse effect on the over-all growth rate. 
After some of the early import-substitution possibilities 
for consumer goods had been exhausted, the pace of 
industrial development had to depend on the expansion 
of the domestic market, particularly in rural areas, 
which was restricted by the slow growth of agriculture. 
Fortunately, the growth rate in agriculture has im- 
proved recently ( 1964/65) to 3.1 per cent per annum. 
However, the divergent rates between agriculture and 
industry have led to a structural change in the economy. 
The contribution of agriculture to GNP is expected 
to decline from 60 per cent in 1949/50 to about 48 
per cent in 1964/65, whereas that of manufacturing 
is expected to increase from 7 per cent to 13 per cent. 
The most decisive increase has been in the contribution 
of the large-scale industrial sector; its share has in- 
creased from 1.5 per cent to 7.4 per cent in the past 
15 years. The economy is becoming progressively 
industrialized and its preponderant dependence on 
agriculture is diminishing. 

The structural change in the economy has pro- 
found implications for future growth rates. As the 
relative weight of large-scale industry increases, its high 
rate of growth is likely to have a decisive influence 
on the aggregate rate of growth. Moreover, a certain 
degree of firmness is being imparted to the growth 
rates, as the share of the non-agricultural sectors is 
increasing in the economy and their growth rates are 
more stable than that of agriculture. 

There has been a remarkable acceleration in gross 
investment in the last 15 years; it was about four times 
as high in 1964/65 as in 1949/50 in terms of constant 
prices. Most of the investment was, however, used 
for the creation of social and economic overheads. 
In fact, as much as 60 per cent of the total investment 
was devoted to the expansion of water and power 
facilities, transport and communication, housing, 
education, health and other social services. The full 
impact of these investments will be visible after some 
time, although an improvement in the framework of 
development is already apparent. 
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Domestic savings have also increased appreciably 
during the last fifteen years, growing at the rate of 6 
per cent annually. By the end of 1965, the rate is 
expected to increase to 9.5 per cent. The marginal 
rate of savings up to 1964/65 is expected to be about 
15 per cent. The acceleration in the rate of savings 
was sharp during the period 1960-1965 because of the 
textile boom in the earlier periods and the introduction 
of liberal import policies. 

2.    Future strategy 
The third plan (1965-1970) aims at achieving 

an increase of 30 per cent in GNP, which works out 
at an annual compound rate of 5.4 per cent. Industry 
is likely to continue to be the leading sector and the 
projection is for an annual growth rate of 10 per cent. 
However, the investment effort required is to be 
determined on the basis of experience regarding the 
over-all capital-output ratio during 1960-1965 is 
tentatively estimated at 2:8, whereas in the third plan 
it is postulated at 3:5. It seems quite probable that 
the capital-output ratio will rise, since the emphasis 
in the third plan is on heavy industries and on the 
creation of infrastructure in East Pakistan that would 
accelerate industrialization. It should be possible 
therefore to attain a rate of economic growth in the 
next five years averaging a little higher than 5.4 per 
cent. 

Investment during 1965-1970 is expected to 
increase by about 53 per cent, which implies an annual 
compound rate of increase of about 9 per cent. There 
may be little change in the share of the public and 
private sectors, because in both wings of the country 
a considerable outlay on infrastructure is still unavoid- 
able. This is particularly important in East Pakistan. 
The share of the public sector in East Pakistan is likely 
to be 63 per cent of total investment and in West 
Pakistan 57 per cent. Moreover, the emphasis will 
be on heavy industries in which private capital is likely 
to be shy for some more years. 

In regard to domestic savings, the third plan 
postulates a target of 23 per cent for the marginal 
rate of saving, which is rather ambitious but which 
seems possible in view of the experience of second 
plan. In the past, large-scale industry saved and 
re-invested 75 per cent of its profits and was able to 
generate a growth rate of 12 per cent per annum. 
This means that, as long as large-scale industry is the 
leading sector in the economy, there will automatically 
be a higher marginal saving rate than the average. 
Another helpful factor is likely to be the emphasis on 
heavy industry and the limitation of expansion in the 
consumer goods industry. A high marginal rate of 
saving is implicit in the targets set for additional exports 
and imports. About 62 per cent of the additional 
imports in 1965-1970 will be of capital goods and raw 
materials, thereby ensuring that the additional exports 
of about 5,000 million rupees proposed in the third 
plan be mainly transferred to investment through the 
balance of payments mechanism. 

As far as the balance of payments is concerned, 
the Government's aim is to increase exports to the 
extent that their rate grows faster than the rate of 
growth of GNP. During 1965-1970, the rate of 
growth of GNP is planned at 5.4 per cent but that 
of exports is planned at 7.5 per cent per annum. The 
increase in exports is expected to be mainly in manu- 
factured goods. This means that particular emphasis 
will be placed on the efficiency of the industrial sector, 
so that adequate increases in output and exportable 
surpluses are obtained. New industries to be set up 
will be geared to the export market. Import sub- 
stitution will be intensified in the field of capital goods 
and in the supply of finished materials such as iron 
and steel products, and fertilizers. Investment in the 
exploration and exploitation of fuels and minerals 
will be intensified. 

The Government will continue its fiscal policies 
designed to increase the availability of goods in the 
country through maximum industrial and commercial 
activity, and to create a climate attractive to foreign 
and local investors. 

In pursuit of this policy, the Government has 
taken measures which are helpful to industrialization. 
Among these are: 

a) Raising of the bank rate to increase bank 
deposits and savings; 

b) Institution   of   the   National   Prize   Bonds 
Scheme, to stimulate national savings; 

c) Establishment  of the  National   Investment 
Trust, to channel savings into investments; 

d) Establishment of a liberal tax structure. 
From the above, it follows that greater attention 

and priority will be given to the development of the 
industrial sector, in order to achieve the following 
results : 

a) Acceleration of the economic growth rate to 
5.4 per cent per annum; 

b) Attainment of a high marginal rate of saving; 
c) Increase in exports of manufactured goods; 
d) Import substitution of capital goods; 
e) Diversification of employment opportunities 

for rural workers. 
In the third plan (1965-1970), as much as 27 

per cent of the total allocation will be earmarked for 
industry, of which over 66 per cent will be spent on 
capital goods. 

Barring any specific constraints that may be 
necessary to prevent undue concentration of wealth 
and means of production and distribution in the hands 
of a few, to the detriment of the interests of the com- 
mon man, the policy of fostering private enterprise 
and avoiding public enterprise except wherever 
necessary will be continued. Foreign private invest- 
ment will be welcomed as before and the growth of 
a number of regional complexes will be encouraged. 
A network of small-industry service centres will be 
set up, supplemented by suitable extension services. 
Techniques of industrial productivity will be applied 
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in co-operation with private industry. Fundamental 
and applied research by the PCSIR will be directed 
toward development of new products, processes and 
techniques, and so on. 

The major emphasis, as already stated, will be 
on a programme which will make a decisive shift from 
the consumer goods industry to the establishment of a 
basic capital and producer goods industry to reduce 
the country's dependence on foreign assistance for the 
import of capital goods. These industries include 
steel, heavy machinery, transport equipment and heavy 
chemicals. Export potential industries, such as fer- 
tilizers, petrochemicals, paper, sugar and cement will 
he given priority. 

3.    Promotion of exports of industrial produits 

{a ) Standwdizatioti  and  pre-shipment  inspection   of 
exports 

In order to assess the adequacy of existing 
arrangements for the specification of standards, and 
the setting up of prc-shipment inspection agencies, the 
Export Promotion Bureau engaged a team of Japanese 
experts to survey various manufacturing units, testing 
laboratories and the like. The survey has been com- 
pleted and action is being taken to implement the 
recommendations of the team to the extent feasible. 

( b ) Fiscal measures 
A study is in hand to assess the quantum of 

taxation which becomes directly or indirectly a part 
of the costs of production of goods for export. 
(c)  Establishment  of   export assistance  and  design 

centres 
The Export Promotion Bureau is setting up these 

centres at various places in the country, to assist the 
smaller-business men with a 'trade clinic' service. 

(cl) Establishment  of   Pakistan  House  International 
Limited 
The Export Promotion Bureau has sponsored a 

joint stock venture under the above name. Its 
activities will include the sale of Pakistani products, 
maintenance of Pakistani warehouses abroad, repre- 
sentation of Pakistani interests abroad, running of 
Pakistani restaurants abroad, and so forth. 

(e) Establishment of institute of foreign trade 
A step toward establishing an institute of foreign 

trade has been made by starting a two-month training 
course for business executives, in collaboration with 
the Institute of Business Administration. 

(f) Market surveys 
The Export Promotion Bureau will conduct or 

collaborate in surveys in foreign countries in respect 
of articles of export interest to Pakistan. 

(g) Survey of problems related to production and 
export prospects of Pakistani products 
The Export Promotion Bureau has set up a cost- 

of-production committee to examine and suggest ways 
of bringing down the cost of production of a number 

of industrial products such as jute manufactures, cotton 
textiles and machine tools. 

(h)  Export corporations for certain commodities 
The formation of export corporations will be 

encouraged, with a view to evolving eflheient business 
organizations of an economic si/e for export trade in 
selected products. 

(i)   Export Promotion Cou mil 
A council with sixteen standing committees has 

been set up to deal with various commodities and 
aspects of export trade 

(j)    Public0ion of export guides 
These guides describe export procedures and the 

incentives and facilities available, and provide guidance 
for exporters. 

( k )  Export bonus scheme 
Exports of manufactured goods will he allowed 

a 30 percent foreign exchange bonus on the fob 
value earned. 

(I)   Pay-as-you-earn scheme 
Imports of plant and equipment for approved 

industrial projects will be allowed from countries which 
are prepared to accept payment in the products of 
those industries. Such payments with interest, if any, 
will be allowed over a period of eight years 
(m) Licensing 

Import policies are highly oriented towards pro- 
duction and export. The system of repeat' licensing 
(and similar incentives) is extended to help achieve 
this end. 

(n) Export system 
Measures have been taken to simplify export 

procedures, diversify export trade, intensify publicity 
for the export trade, and reorient and streamline 
organizations connected with the promotion of exports 
(o)  Advance licensing scheme 

Licences are granted for the import of raw 
materials needed by a wide range of industries for the 
manufacture of goods exclusively for exports. 

(p) Export credits guarantee scheme 
The percentage of loss which may be made good 

under this scheme is 75 for commercial risks and 83 
for political risks, the balance remaining the liability 
of the importer. 

(q) Rebate of customs and excise duty 
Exporters of manufactured goods can obtain 

refund of import duty on the raw material used in 
the goods exported. 

(r)    Licences for bonded warehouses 
Excisable goods such as jute manufactures, 

cloth, matches and paints may be purchased by 
commercial exporters without payment of excise duties 
and held in bonded warehouses until exported. 

(s)    Inland freight rates committees 
These committees consider applications for the 
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reduction   of   inland   rail   and   other   freight   charges 
for the transportation of ^IHKIS to ports of export 

The   above   measures   are   m   addition   to   such 
routine   measures as tiade  agreements,   trade  delega 
tions,    fairs   and   exhibitions   abroad,    trade   offices 
abroad, the opening of branches abroad h\  Pakistani 
firms, business travel abroad and so on 

b.    Ixtern«I assistance needed 

I      Jamt \enhtre intimine*, 

Pakistan, like mosi other developing countries, 
needs foreign capital to develop its industrial potential 
to the fullest possible extent In order to attract a 
greater volume of foreign capital, Pakistan has been 
steadily improving the investment climate within the 
country Foreign invesiments in Pakistan are granted 
several tax and other concessions and the Govern 
ment his given repatriation guarantees as well as 
guarantees of compensation if circumstances lead to 
nationalization, although at present it has been 
categorically stated that no nationali/ation will take 
place 

Pakistan believes that, from ils viewpoint as a 
developing country as well as from the viewpoint 
of capital-exporting coun'ries. direct business invest- 
ments arc particularly desirable when they take the 
form of joint ventures Join; ventures serve the 
following purposes 

a)     I hey  stimulate  the   cngagemen!  of  respon 
sible local capital in productive enterprises 

hi     Ihey   help   to   develop   a   nucleus   of   ex 
pcnericed     managerial     personnel     in    the 
public   and   private   sectors   (in   proportion 
to their participation ) 

t I      Ihcv  help to train  local industrial  workcis 
di     Ihe\    provide    much needed    foreign    ex 

i haniK   by   subsctihing  foreign  capital 
i      F hcv   help promote  exports 

t i      Fhev  help save foreign exchange bv produc- 
ili ' import substitute goods 

F he Government has taken adequate measures 
to attract foreign capital into Pakistan Four in 
vestment adwsoiv centres arc Km¡> set up in foreign 
corniti ics. in the I'niicd Sfai,v tru I'mtcd Kngdom. 
VAcsi (mmanv and I ehanon iHcmit» Others mav 
also »H „i up parikittaiK m lapin and > le« 
Afri, an   to.nines 

( )nc i>l the nit i.ut.s t,l'in IH the (»nvmiii. ti. 
h.i- '"itti i.> tutti it'> Ki mal t o operation ami 
lit >. lopm, ut ti>reinii n's wafi oihct countries | he 
mos« ii.it.ibi, ex.inipc is ti». IL' ', c im ni \>lli Iran 
.mil lufkcv unì tht (italioti «-I a tü'Hiul )• appiovc 
and lA.it^h ino tlu m r»li nit ntati.in ot |omt \<>ittik 
pii'l. tts   m   Ibi   three  connine-. 

I he   Ki-it    iika   of   -e, km-   at'teemenls   of   thi^ 
d .li'Teciilenis   u. hielt     o.-   eitendank    !• >   olili- 
'ttit^   ititluud   to   -uppori   Miih   a   move       is  in 

P'IH,        vt utu    b,i-.. -.   dir   |in'i!    i. ,. nini, -,   ami   in   H   t 

partners for Pakistani private investors from all over 
the globe 

The most promising fields for joint ventures are 
those which are basic to Pakistan's development 
efforts and which need a large volume of investment 
and higher calibre of know-how than Pakistani in- 
vestors are able to muster Some of these fields are 

Fertilizers; 
Petrochemicals, 
Manufacture   and   assembly   of   motor   vehicles 
including commercial vehicles. 
Iron and steel (Electric arc furnaces, steel ingots, 
steel alloys, castings, forgings). 
Machine tools. 
Heavy electrical goods (power generators, high- 
voltage and high-power transformers, high- 
voltage switch gears); 
Heavy engineering goods ( locomotives, road- 
building equipment, machinery for sugar and 
cement factories, heavy containers for fertilizer/ 
refinery units, boilers). 

An analysis of the local market situation in- 
dicates an existing market of over 1.000 million rupees 
for vehicles, apparatus, machinery and equipment. 
Existing potentialities for the manufacture of ma- 
chinery and equipment for sugar, cement, fertilizers 
and petrochemicals factories, and for locomotive«, 
road-building machinery and boilers are quite large. 
F o this may be added requirements that will grow 
during the Third Plan period (19o5-l970). Based 
on an annual minimum turnover of 120 million rupees 
in this machinery and equipment, it is estimated that 
about 32 per cent of foreign exchange could be 
saved, representing the foreign currency required 
for investment in the project, which could thus be 
reali/ed in three years after the complex starts 
production. 

Apart from the above examples, joint-venture 
schemes are also indicated in the development oí 
the follow ma industries: electronics (manufacture of 
components such as transistors, diodes, polyester 
condensers capacitors, carbon resistors, and ceramic 
condensers), fisheries (catching fleets, processing and 
canning of seafood); drugs and pharmaceuticals (bask 
manufacture only) 

2     Manpower surveys and training needs 

Current survey programmes include; 
a )     survey of all known establishments employ- 

ing  20  or  more  persons, 
b )     survey    of    all    establishments    imparting 

technical,  vocational  or  professional train- 
ing 

1 he present survey operations are limited m 
scope, and thev need to be extended to cover larger 
lit Ids in greater detail Assistance in the form of 
training of supervisory staff in countries where man- 
power surveys are highly developed would be greatly 
welcome 
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The country is faced with an acute shortage of 
technically trained manpower at all levels. Accurate 
data on the shortages and surpluses by occupations 
and industries are being collected, but it can safely 
be assumed that the demand for skilled workers and 
trained personnel will in many areas increase faster 
than the supply. Looking at the general pattern of 
development, it can also be safely assumed that, 
during the third plan period, there will be an acute 
shortage of highly educated professional manpower 
such as scientists, agronomists, veterinarians, en- 
gineers, doctors, economists and statisticians. Their 
shortage will have both qualitative and quantitative 
aspects, and is expected to be magnified by their 
relative immobility. The rapid growth in the de- 
mand for technicians, technical supervisors, and other 
sub-professional personnel is likely to become more 
critical than the shortage of highly qualified pro- 
fessional personnel because the requirements for this 
category of manpower generally exceed those for senior 
professional personnel. 

The magnitude of the employment problem in 
uiral areas is so great that, in spite of all efforts so 
tar undertaken, the situation is becoming acute at 
least in terms of absolute numbers. There does not 
exist sufficient knowledge about the organization and 
methods of promoting employment to serve as a 
L'uide in the development of a sound employment 
policy for rural areas. Pilot projects will, therefore, 
he undertaken within fairly limited rural areas over 
a number of years to develop and demonstrate 
methods of expanding rural employment opportunities 
through more labour-intensive methods of farming, 
the development of activities closely related to agri- 
culture, promotion of rural industries, undertaking 
of special rural works programmes and encourage- 
ment of other promising avenues of employment. 
The results achieved will be evaluated and conclu- 
ions drawn as to the applicability of the methods 

and procedures tested in the pilot areas to regional 
and national programmes of rural employment pro- 
motion. International assistance in undertaking such 
pioiects may become available from the United 
Nations Special Fund, ILO and FAO 

The measures for employment promotion in 
orfani/ed industries in the urban areas will continue 
and will include fuller utilization of existing industrial 
capacity by introducing multiple shifts and removing 
h inilieaps such as the non-availability of raw materials 

n;) spare parts. Other measures will be the deve- 
lopment  of   handicrafts,  cottage   and  small-scale   in 
lustries, and feeder industries, the promotion of 

suburban activities to meet the expanding demand 
lor meat, eggs and vegetables, and the expansion of 
health, education and training programmes to provide 
employment to the educated unemployed 

International forums will be fully utilized to 
highlight the adverse effects of the policies regarding 
tanffs and trade unionism in the developed countries 

on the employment situation in the developing coun- 
tries, and possibilities will be explored to arrange 
bilateral agreements for providing overseas employ- 
ment and training facilities to Pakistanis Measures 
for providing greater mobility will include the pro- 
vision of guidance and information to intending 
migrants to foreign countries, and also intraprovincial 
and inter-provincial migrants, the promotion of em- 
ployment for seafarers and the promotion of gainful 
employment for women This will involve a review 
and redefinition of the functions of the National 
Employment Bureau and the labour attaches abroad, 
strengthening of their existing offices, and the creation 
of labour offices wherever required. 

3.    Fellowships and in-plant train/in; 

Existing facilities for foreign training through 
fellowships and in-plant training will be fully utilized 
and ways and means sought to widen the scope- for 
fellowship grants through international organizations 
devoted to technological development and through 
bilateral agreements. While fellowships will be sought 
over the entire field of economic development, facilities 
for in-plant training would be more rewarding if 
offered in the fields of new industrial investments 
proposed in the third plan (See section b.l  above) 

4     Importation of  manufactured goo J s  iota 
developed countries 

According to a recent United Nations world 
survey the importation by the developed countries 
of 10 billion dollars worth of manufactures from 
developing countries by 1980 would materially help 
the developing countries, although it would be- only 
one per cent of the additional demand for manufac- 
tures in the world. The creation of export op 
nortunities in developed countries for the manufactures 
of developing countries does not require any extra 
ordinary effort or sacrifice for the developed countries 
In pursuit of this objective, the developed countries 
must accept structural changes in their economic >. 
so that the field of simple manufactures is vacateti 
for developing countries, which could thereby improve 
their export earnings, meet their increasing foreign 
debt obligations and also enlame their capacity to 
import more sophisticated manufactures from the 
developed countries. 

Thirty-five   to   forty   per   cent   of   the    in,icas, 
in  national   income  in   Pakistan during  the   first  tiv • 
year   plan   period   ( 1955-1960)   was  contributed   by 
industry      The  impact   of   mdustnal  development   on 
the balance of payments position ^ also of particular 
importance     Even now,  despite the considerable in 
dustrial   development   that   ha-,  alteaos   t.¡ken   pia.:. 
Pakistan   depends   for   over   half of   it>   total   expon 
earnings   on   raw  jute   and   raw  cotton      lu   foreign 
exchange  earnings  are   thus extremely   vulnerable   to 
fluctuations   in   demand   and   ;>nees   ol    these   com 
modi ties 
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Although the General Agreement on Tariffs and 
Trade (GATT) claims to have recently evolved a 
comprehensive programme of action in order to help 
the developing countries, this is by no means adequate. 
The programme involves not imposing new tariff or 
no-tariff barriers on certain products of the develop- 
ing countries, eliminating the remaining quantitative 
restrictions at an early date, granting duty-free entry 
for tropical products by the 31 December 1963, 
eliminating customs tariffs on primary products, 
reducing and eliminating tariff barriers to exports 
of semi-processed and processed products of less 
developed countries, and reducing internal fiscal charges 
and revenue duties on the products of these countries. 
This programme would to some extent help to lift 
various trade barriers imposed on the manufactured 
products of the under-developed countries and thus 
help to stabilize their economies, but the programme 
is by no means sufficient to correct the wide im- 
balances in the external trade of the developing 
countries 

A suggestion which has recently been made is 
that the more developed countries should accept the 
repayment of loans from less developed countries in 
the form of manufactured goods. The idea has the 
great merit of linking trade with aid and deserves 
to be pursued vigorously by the less developed 
countries. Some of the advanced countries have, 
however, already expressed grave doubts about the 
wisdom of this suggestion. The argument advanced 
is that the repayment of international debts could 
not be a lasting arrangement, and it cannot be 
presumed that the exports of manufactured goods 
will terminate at the same time as the loan is paid 
off 

Pakistan will shortly import machinery against 
its exports of primary products as well as finished 
and semi-manufactured goods, from some East Euro- 
pean countries  under the  proposed  long-term  barter 

deals. These deals have been found necessary to find 
new markçts for Pakistan's manufactured products 
and to earn foreign exchange for the development 
programme. 

Pakistan is to conduct negotiations with over 
a dozen east European and other countries for the 
establishment of pacts under which it will supply 
simple manufactured goods in return for heavy in- 
dustrial machinery under different aid and credit 
programmes. This will be on the pattern of an 
agreement signed between Pakistan and Yugoslavia. 
Pakistan will send delegations to some socialist 
countries for the purpose in 1965. The countries 
with which these pacts are proposed include the 
Soviet Union, Poland, Czechoslovakia and Hungary. 
A start is being made with Yugoslavia and the new 
principle, under which Pakistan will pay for its 
borrowings (in the shape of machinery) through 
simple manufactured goods, will be extended to 
other countries in the near future. The manufactured 
goods that Pakistan wants to supply in return for 
aid equipment include cotton textiles, pharmaceuticals, 
sports goods, leather, surgical and electrical goods, 
fertilizers and jute goods. Up to now, Pakistan has 
obtained heavy machinery through various tied aid 
and credit programmes, the bulk of which came 
from members of the Aid-to-Pakistan Club. While 
raw commodities such as cotton and jute find ready 
markets in various countries, the disposal of simple 
manufactured goods has been a problem for Pakistan. 

The three-pronged action required to expand the 
developed countries' markets for exports of manufac- 
tures and semi-manufactures from developing countries 
consists of the gradual elimination of quota restric- 
tions, the red'iction and ultimate elimination of 
tariffs, and the abolition of internal fiscal charges 
that keep down the consumption of goods that reach 
the developed countries mainly from the developing 
countries. 
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A COUNTRY STUDY ON THE PHILIPPINES 

I.    PLANNING AND PROGRAMMING FOR 
INDUSTRIALIZATION 

a.   •«•• Mrtwy •# hWwttri«! p^nttim^ mmi 

Historically, and in consonance with the pre- 
vailing economic settings, the evolution of industrial 
and economic planning can be traced to three periods, 
together with the corresponding plans and pro- 
grammes formulated therein. 

1.    Economic adjustment planning period 
(a)    Recommendations   on   Economic   Adjust- 

ments During the Ten-Year Transition  Period  Prior 
to   Political   Independence.    Prepared   by   the   Joint 
Preparatory Committee on Philippine Affairs (1938) 

2. Economic rehabilitation planning period 
(a) Recommendations on Economic and Finan 

aal  Adjustments for Economic Recovery     Prepared 
by the Joint Philippine-American Commission (1947). 

(b) Hibben Memorandum on a Fi ve-Year In 
vestment  Plan, Calendar Year  1948-1952. 

(c) Beyster Programme for Philippine Indus 
trial  Rehabilitation and Development. 

(d) The Government Programme of Economic 
Rehabilitation and Development of 1948, CY 194s» 
to 1953 (Cuaderno Plan). 

(e) Philippine Agricultural and Industrial De- 
velopment Programme, CY 1950 to 1954 (Yulo 
Plan). 

3. Economic development planning period 
(a) The Five-Year Economic and Social De- 

velopment Programme for FY 1955 to 1954 
(Rodriguez Plan). 

(b) The Five-Year Economic and Soaal De- 
velopment Programme for FY 1957 to 1961 (Puyat 
Rumualde? Plan). 

(c) The Five-Year Economic and Social Deve- 
lopment Programme for FY 1957 to 1961 (Roy 
Plan) 

(d) Three-Year Programme of Economic and 
Social Development for FY 1959-60 to 1961-62 
(Locsin Plan). 

(e) Five-Year Integrated Socio-Economie Pro- 
gramme for the Philippines FY 1963 to 1967 
' Mac?pagai Plan). 

I he economic adjustment planning period is 
easily identified as covering the time from 1935 
to 1941, although the original span was to have 
been  up to  1945, or a ten-year period  immediately 

before  the granting of political independence to the 
country  in  1946.' 

Due to the impending change in the political 
status of the country, the principal planning and 
programming concern during this period was economic 
adjustment: the need to adjust the Philippine econoim 
in relation to the American market upon which it 
was heavily dependent 

Except for the official birth of industrial and 
economic planning in tin- country in 1935. which 
was coincident with the creation of the National 
Economic Council as the economic planning arm of 
the Government, there were no other significant deve 
lopments related to planning and programming during 
this period. The recommendations of the Joint Pre- 
paratory Committee on Philippine Affairs relating 
to economic adjustment did not constitute a formal 
development plan and the recommended projects were 
limited to improvements in the following 

( 1 )     technical training; 
(2) transportation; 
(3) conservation of natural resources, 
(4) agricultural   practices  and   institutions 
(5) manufacturing; 
(6) tariff schedules, 
(7) public revenue  systems, 
(8) health conditions. 

Moreover,  the  outbreak of  war   in   the  Pacilic 
in    1941    halted   the   implementation   of   those   re 
commendations. 

It is, hard to distinguish and clearly delineati. 
the economic rehabilitation and economn develop- 
ment planning periods because of the inevitable over 
laps. However, on the basis of the primary ob- 
jective, five programmes can be classified into the 
former period and another five into the latter period. 

Statistical data also seem to indicate that the 
above delineation appears appropriate in view of the 
fact that, while the reconstruction period had not 
yet definitely ended in 1955, there was evidence of 
a shift towards normal growth at the same time- 

As is implicit in the primary objetives of the 
different programmes formulated, the fundamental 
planning and programming consideration during the 
economic  rehabilitation period was the reconstruction 

1 Under the provisions of the I ydings McDuffie la» 
enacted by the United Slates < ongress. the Philippines »as 
granted independence on  lu I y  4   I1*!*) 

* NEC "The hive-Year Economic and Social Develop 
ment  Programme for  FY   1957-1%| " page 4 
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of industries destroyed during the war, while that in 
the economic development period was the acceleration 
of economic growth. 

Five programmes were formulated during the 
economic rehabilitation planning period and, as in- 
dicated earlier, all were primarily aimed at economic 
recovery, including economic adjustments and deve- 
lopment. The main target of these plans was re- 
covery to the pre-war levels of economic activity. 

The recommendations on economic and financial 
adjustments of the Joint Preparatory Committee 
included a programme covering financial, monetary, 
fiscal and trade matters; nevertheless, it did not 
constitute a formal development plan. The main 
emphasis of the recommendations was on two major 
economic adjustments related to the gradual diminish- 
ing of United States Government payments after 1950 
and to the gradual loss after 1954 of the favoured 
position of Philippine products in the United States 
market. 

The Hibben Five-Year Investment Programme 
was a summary and integration of the different plans 
and programmes of government and private agencies. 
Its main feature was the expansion of agricultural 
and industrial output and concomitant services. Con- 
sequently, four major fields of investment were in- 
dicated as desirable: 

( 1 ) increased production of fmidshilfs for eon- 
sumption and export; 

(2) increased production of non-foodstuffs for 
consumption and export; 

(3) expansion of Philippine exports. 
(4) increased output of services. 

The magnitude of investment proposed in the 
Hibben Plan was approximately 2.000 million pesos 
of which about 420 million pesos was for industrial 
development. 

The Beyster Plan outlined an over-all agro- 
industrial programme covering the rehabilitation of 
pre war industries and the development of new ones. 
The projects recommended included eight major cate- 
gories, namely, metals, chemicals, mining and quarry- 
ing, food and farm, textiles, forest products, public 
services, and miscellaneous and minor industries. 
The estimated total investment of the Beyster Plan 
was about 3,200 million pesos over a ten to fifteen- 
year period Investments in industry were not in- 
dicated clearly. 

The Cuaderno Plan was prepared primarily in 
connexion with a loan negotiation with the Inter- 
national Bank for Reconstruction and Development 
(World Bank). It was also the first programme 
drafted by domestic talents without foreign assistance. 
The aim of the Plan was substantially the same as 
that advocated in the recommendations of the Joint 
Philippine-American Commission: to adjust the 
economy in the face of the impending decline in 
United States Government payments and the applica- 
tion   of  United   States  tariffs  to  Philippine  exports. 

The Plan was conceived as the initial phase of 
industrialization, and it embraced investments in 
agriculture, industry, mining, transportation and com- 
munications, public works, and housing. The esti- 
mated investment over the five-year period was about 
1,850 million pesos. Of this amount, 1,340 million 
pesos, or approximately 72 per cent, was allocated 
for industry. 

Incidentally, the Cuaderno Plan was one of the 
only two economic development programmes, out of 
the series of economic plans so far formulated, 
which was implemented by the Philippine Govern- 
ment. It must be added, however, that only the 
first year of the Cuaderno Plan was implemented. 

The Yulo Plan was the last programme framed 
during the period of economic rehabilitation. This 
plan was essentially a revision of the Cuaderno Plan. 
However, the revision refers substantially to changes 
in investment and production targets of the Cuaderno 
Plan in view of the trade and financial developments 
during the first year of the programme. 

The total investment outlay estimated for the 
Yulo Plan was about 976 million pesos, of which 212 
million pesos, or about 22 per cent, was earmarked 
for industry. 

Five development plans have been framed so 
far during the so-called economic development plan- 
ning period. As was indicated earlier, all these plans 
were basically geared to the acceleration of economic 
growth. 

The five-year programme of FY 1955-59, or 
the Rodriguez Plan, was formulated after two drafts, 
one for FY 1953-57 and the other for FY 1954-58. 
This plan was approved by the President of the 
Philippines in 1954, but unfortunately, was not 
implemented. The Rodriguez Plan was the first plan 
conceived in a continuing planning and programming 
concept under which the programmes were intended 
to be revised and brought up to date every year by 
dropping off the programme for thé year just passed, 
revising that for the remaining four years, and 
adding another year to form a new five-year pro- 
gramme period. 

The five-year programme of FY 1957-61, or 
the Puyat-Romualdez Plan, was similarly formulated 
after a first draft of the programme for FY 1956- 
1960. This programme constituted the first revision 
of the five-year programme of FY 1955-59. It is 
essentially based on a public investment schedule 
which, together with schedule anticipation from the 
private sector, leads to a total schedule of capital 
foimation. The programme thus envisioned an aggre- 
gate investment of 2,000 million pesos, in the public 
sector and from 3,200 to 3,500 million pesos of 
private net investment. Under the public sector, 
362 million peos was programmed in manufacturing, 
and in the private sector, 1,050 million pesos. 

The five-year programme of FY 1957-61, or 
the   Roy  Plan,  was  the  first  and only  programme 
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drafted by the legislative branch. This plan was 
prepared by the House of Representatives, Congress 
of the Philippines and was, therefore, the Congres- 
sional version of the economic development pro- 
gramme. 

The three-year programme of economic and 
social development for FY 1959-60 to FY 1961-62, 
or the Locsin Plan, was the subsequent version of 
an earlier three-year production programme appended 
as a supplement to the Puyat-Romualdez Plan. The 
over-all financial requirements of this plan were 
estimated at 2,400 million pesos, of which 640 million 
pesos was destined for manufacturing. 

The five-year integrated programme for socio- 
economic development for FY 1963-67 was adopted 
as the official development programme of the Presi- 
dent. This programme indicates in terms of broad 
orders of magnitude the approximate targets for the 
public and private sectors during the programme 
period. These targets are designed for the improve- 
ment of the levels of living. 

The programme envisages rates of economic 
growth of 5.5 per cent between 1962 and 1963, 
and 7.0 per cent from 1966 and 1967. The total 
investment target is 12,000 million peso», of which 
1,900 million pesos, or about 32 per cent, is directed 
to manufacturing. 
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b.   Machinery for planiti«*, ii 
evluatie-w 

The description of the process flow of planning, 
implementation, and evaluation through the different 
agencies involved would perhaps best describe such 
machinery. 

The National Economic Council, through statu- 
tary mandates, formulates national economic policies 
and prepares comprehensive economic and social 
development programmes. Such plans, when ap- 
proved by the President and/or Congress, are 
implemented by government executive departments, 
government corporations, Government financial in- 
stitutions chartered cities, and other local govern- 
ments. 

Under the same legal mandates, the National 
Lconomic Council is also vested with the function 
of evaluating, coincident with its duty (a) to review 
all existing economic development programmes and 
make modifications thereof at least once a year, and 
(b) to submit periodic reports to the President and 
to Congress concerning the state of progress in 
economic planning, and in the implementation of 
approved economic plans, programmes, aad projects, 
and concerning current needs for legislation and 
changes in administrative policy, objectives, and 
practices. 

When the present President of ¿he Philippines 
assumed office in 1962, however, he created through 
an executive order the Programme Implementation 
Agency (PIA).    This Agency, tor all practical pur- 

poses and intent, assumed and exercised not only 
the implementation function, which was the original 
reason of its being, but also the planning and evalua- 
tion functions. For this reason, this is the only 
office which is described subsequently, since it woulJ 
seem academic to discuss a theoretical complex of 
planning, implementing, and evaluating machinery 
when in actual practice that  is not the case. 

II.    INDUSTRIAL POTINTIAL 

This chapter deals with reports on industrial 
surveys conducted by the various institutional agencies 
in the Philippines which are charged to undertake 
studies on the economic and industrial development 
of the country as well as the utilization of indigenous 
resources. Of these institutions, the most important 
are the Department of Commerce and Industry 
(DO), the Philippine counterpart of the Asian Pro- 
ductivity Organization (APO), Forest Products Re- 
search Institute (FPRI), Philippine Bureau of Mines 
(PBM), Institute of Economic Development and Re- 
search (IEDR), Community Development Community 
Council (CDCC), National Institute of Science and 
Technology (N1ST), the University of the Philippines' 
College of Agriculture (UPCA), Philippine Depart- 
ment of Labour (PDL) and Department of Agri 
cultural and Natural Resources (DANR). Sonv of 
the reports of the above agencies as a result of 
their surveys are listed in appendix A. 

Surveys, studies and reports on file at the Mining 
Division of the Agency for International Development 
include investigation on nickel-laterite, chromite, 
copper, manganese, coal, non-metallic minerals, cera 
mies, cement, electrometallurgical experiments on 
laterite, aeromagne tic survey, palaeontology, geology, 
general technical reports, and others Papers or 
publications covering the reports are listed in 
appendix B. 

Surveys on the resources of the country such 
as availability of water power, magnetite iron ore 
potential, iron deposits, operation of copper mines, 
investigations to formulate comprehensive programmes 
for multi-purpose development of major river basins, 
fishing grounds, studies and exploration of coal re- 
sources, nuclear power raw materials and so on are 
intended to guide parties who are interested in the 
development of those resources. Papers covering 
these studies are listed in appendix C. 

Infrastructure constitutes essential industrial faci- 
lities. This group of elements for industrial develop- 
ment embraces such things as airports, ports, harbours, 
roads and highways, railroad, power, communications 
and shipping facilities. 

Airports in the country are classified as trunk I me, 
secondary and feeder. As of 1965, there are 8 
trunkline, 25 secondary and 35 feeder airports. 
Aside from these are 45 existing rural airports. 
Twenty-seven feeder airports arc proposed by the 
Civil Aerorautics Administration. 
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The railway systems of the country consist of 
the Southern Luzon line with a total length of 474 
kilometres, the Northern Luzon line with 546 kilo- 
metres and 236 kilometres are credited to the Panay 
line. A plan has been completed for the extension 
of the Northern Luzon line by 330 kilometres, which 
will bring the tormina! to Tuguegarao in the province 
of Cagavan. I ikewisc, the Southern Line is to be 
extended by 135 kilometres from Guinubatan Alhay 
to Matong, Sorsogon. 

Highways and roads are classified under six 
categories. They are PC concrete, low type 
bituminous, macadam, earth and miscellaneous. As 
of 1965. 15.677 kilometres are registered as national 
roads; 20,877 kilometres are credited to the pro- 
vinces, 4.163 kilometres are shared by the cities, 
and 14,691 are marked as municipal roads or a 
total  cl   55.310   kilometres. 

Se.i ports are classified as ( I ) ports of entry, 
(2) sub-ports of entry, (3) ports open to coastal 
tiade only As of the end of 1964 there were 19 
national ports of entry, 9 sub-ports of entry and 
49 national ports open to coastal trade only 

III.    INDUSTRIAL POLICY 

As special incentives designed to spur the deve 
lopment of industries, Congress passed scerai laws 
granting tax exemptions, such as Republic Act No 35 
as amended by Republic Act No. 901, effective from 
20 June 1953, and Republic Act No. 2351 passed 
on 20 June 1959, which authorizes the exemption of 
new and necessary industries from the payment of the 
internal revenue taxes. This act is no longer opera- 
tive since new and necessary industries have been 
subjected to full taxes since the end of 1962 

Republic Act No 3050 passed on 17 June 1961 
giants exemption to local fertilizer companies from 
the payment, among other things, of sales and com- 
pensating taxes on their imports of capital goods, 
equipment, spare parts, raw materials, supplies, con- 
tainers and fuel. The time limit of this exemption is 
31 December 1965 

Republic Act No 3127, which became effective 
on 17 June 1961, authorizes the exemption of basic- 
industries from the payment of certain taxes, such as 
special import tax, compensating tax, foreip exchange 
margin fee and tariff duties in respect of the impor 
tations of machinery, spare parts and equipment. The 
exemption is as follows: 100 per cent of taxes due 
during the period from the date of approval of this 
act to 31 December 1966, 75 per cent of taxes due 
during the period from I January to 31 December 
1967; 50 per cent of taxes due during the period 
from 1 January to 31 December 1968; thereafter, 
basic industries are liable in full to all taxes. Pack- 
aging and assembly plants are not entitled to the 
benefits granted in this act 

The basic industries are those mentioned in 
section of 2 this act, such as (a) basic iron, nickel. 
aluminium and steel industries; (b) basic chemical 
industries, antibiotics and fungicides, including cement 
manufacture and its allied industries and fertilizers, 
(c) copper and aluminium smelting and refining; (d) 
pulping; (e) deep-sea fishing and canning of sea foods 
and manufacture of fish meals; (f) refining of gold, 
silver and other metals (g) mining and exploration of 
base and non-minerals or metals and crude oil or 
petroleum; (h) production of agricultural crops; (i) 
shipbuilding and dry-docking; (j) coal and dead burn' 
dolomite; (k) cattle industry; (!) logging and manu- 
facture of veneer and plywood; (m) vegetable oil 
manufacturing, processing and refining; (n) manufac- 
ture of irrigation equipment, farm machinery, spare 
parts and tools for such machines, trucks and auto- 
mobiles, (o) production and manufacture of textiles, 
cotton, ramie, synthetic fibres and coconut coir; (p) 
manufacture of cigars from both native and Virginia 
tobacco; (q) manufacture of gasoline and diesel en- 
gines; (r) manufacture of ceramics, furnaces, refrac- 
tories and glass; (s) manufacture of food products, out 
of cereal, forest and/or agricultural products. 

The Textile Industry Act (Republic Act No. 
4086 approved on IS June 1964) exempts from 
the payment of tariff duties, special import tax, sales 
and/or compensating tax, subject to specified condi- 
tions, the importation of natural and synthetic raw 
fibres and tow, chemicals, dyestuffs and spare parts, 
as well as the manufacture and sale of finished pro- 
ducts thereof, by the textile industry in the spinning, 
weaving and finishing of raw fibres into yarn, thread, 
grey cloth and finished fabric The exemption is 100 
per cent of the taxes and duties from the date of 
approval up to 31 December 1966; 75 per cent from 
1 January 1967 to the 31 December 1968; 50 per 
cent from 1 January to 31 December 1969; 25 per 
cent from I January to 31 December 1970; there- 
after the textile industry is subject to full tax. 

Section 188 of the Tax Code provides exemption 
from percentage tax for certain transactions and per- 
sons, such as the following: 

(a) Articles subject to specific tax; 
(b) Agricultural products and ordinary salt 

whether in their original state ro not, when 
sold, bartered or exchanged in this country 
by the producer or owner of the land where 
produced as well as all kinds of fish and 
its by-products when sold by the fisherman 
or fish operator whether in their original 
state or not; 

(c) Minerals and mineral products when sold by 
the lessee or owner of the mineral land 
from which removed; 

(d) Articles taxed under section 189; 
(e) Articles shipped or exported abroad by the 

manufacturer  or  producer,   irrespective  of 
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any shipping arrangement that may be 
agreed upon which may influence or deter- 
mine the transfer of ownership of the 
articles so exported. 

IV.    MARKET ANALYSIS AND SURVEYS 

a.    Lis» •# market survey« in th« Philippine* 
1957-1964 

1.    1957 
(a)  Black iron pipes and agricultural implements 
1     A   plant   to  manufacture   b.i.   pipes   alone 

would  not  be economically  feasible  in view of its 
limited market. 

2. The absence of locally produced agricul- 
ture implements led to importation being considered 
as the local consumption. 

3. For ploughs, cultivators and harrows, there 
is an apparent downward trend in importation, and 
for reapers and mowers imports appear to be in- 
creasing. 

( b )  Cement 
1. During recent years, there has been an acute 

Mortage in the supply of cement. 
2. There is an urgent need to expand existing 

cement plants or establish new ones. 
3. Channels of distribution—sales agencies, 

organized dealers, and wholesalers. 
(c) Coconut coir and rope 
1. The domestic market for coir, if fully deve- 

loped, would be large in view of the many uses of 
mir. 

2. The foreign market, which is comprised of 
Japan, Europe and the United States, is extensive but 
cannot be developed owing to the high cost of baling 
and shipping the material. 

(d) Coil spring mattresses 
Surveys made indicated that no industrial firm is 

engaged in the production of spring coils at present. 
According to the technical staff of the Department of 
finance, however, a private firm is planning to ex- 
pand its operation into the production of this parti- 
cular product. 

(e) Cornstarch, glucose, gluten and corn oil 
1. The market for corn starch is stable and 

capable of absorbing corn starch over the present 
level of consumption, in view of the establishment of 
the textile and pulp and paper industries. 

2. There is a need to establish additional plants 
to manufacture corn starch to meet actual and poten- 
tial dernands. 

3. There is sufficient available raw material to 
ensure continuous plant operation. 

4. Channels of distribution—networks of 
organized dealers and agencies scattered throughout 
the Philippines. 

(f) G.I.  wires, common wire nails, (J.I.  sheets 
and synthetic plastic sheets 

1. Raw materials needed bv each type of indus- 
try under consideration are all imported and local 
materials, if any, are negligible. 

2. The fields for these products except lor the 
G.I. wires are considered crowded. 

(g) Glacial acetic acid 
1. The demand is more or less dependent upo;i 

its use by the textile industry and plastic industry. 
2. The price has consistently been on the in- 

crease, and since it can be produced locally at a 
lower cost, the prospect of developing an export mar- 
ket is bright. 

(h) Gypsum 
1. Local production of gypsum is negligible 

and confined only to one or two localities despite the 
fact that about fifteen areas are known to contain 
sizable deposits of the mineral. 

2. Feasibility of undertaking its production is 
doubtful because of the lower grade variety and the 
high transportation and distribution costs. 

(i)  Potassium and sodium dichromate 
1. Prospective   foreign   markets—neighbouring 

countries such as  Pakistan,  Republic of Korea,  Re 
public of China, Thailand. 

2. Analysis of imports for the past five years 
indicates a positive increase in consumption of 
chromium salts. 

3. Consumption is based on the need of the 
leather tanning, textile paint, and dye manufacturing 
industries. 

(j) Storage batteries 
1. Difficulties in foreign exchange limit the im- 

portation of essential raw materials for the manufac- 
ture of storage batteries. 

2. There do not appear to be any prospects for 
expanding the present plant. 

(k)  Toggle switches, outlets and sockets 
1. Establishment of an additional plant would 

.  t be feasible unless the demand increases. 
2. The bulk of the market is located in indus- 

trial centres and their environs. 
3. These are not seasonal goods and peak de- 

mand does not have a definite period. 
4. Flush-mounted wiring fixtures are more sale- 

able in cities and suburbs and cheaper surface-mount- 
ed fixtu:*s are preferred in the provinces. 

5. More  sockets are  used  in  residential  con 
struction than in commercial-industrial buildings. 

6. Demand fluctuates according to the volume 
of construction activities. 

(1)  Wooden casks and barrels 
I. For requirements in tight cooperage, the 

domestic market appears limited to what local distil- 
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lcries arc able to consume, estimated to be between 
30,000 to 64,000 pesos worth of staves imported 
annually. 

The requirements in slack cooperage are steadily 
expanding in proportion to the growth of the tobacco 
industry but this market can no longer be depended 
upon due to the fact that the tobacco redrying plants 
have undertaken the manufacture of their own barrels. 

2. For tight cooperage, the volume of oak sup- 
ply is hardly sufficient for present and future demand 
unless guio and palosapis are found to be successful 
substitutes. 

3. For slack cooperage there is an unlimited 
supply of raw materials. 

(m) Wooden separators for storage batteries 
1. The stability of the market is based on the 

demand for storage batteries and the market is be- 
lieved to be wide if the species of wood used is of 
high quality in accordance with the customer's pre- 
ferences. 

2.    195S 

(a) Cigarette industry 

1. Cigarette consumption in the Philippines 
during the past five-year period followed a vigorous 
and steady upward trend; an annual average increase 
of roughly 12 per cent. 

2. Per capita consumption increased annually 
by roughly 10 per cent. 

(b) Hosiery industry 

1. There is an economic demand to warrant 
the establishment of a modern plant to manufacture 
high quality hosiery for men, women, and children. 

2. The local market is wide and stable and is 
capable of absorbing a quantity of hosiery over the 
present level of consumption. 

(c) Mango ¡am and jelly 
The present market, local or foreign, is not deve- 

loped to a satisfactory level but demand far the pro- 
duct may eventually increase to a point where every 
household becomes a possible consumer. 

(d) Printers' ink 
1. There is an economic demand to warrant the 

establishment of an additional plant. 
2. Local raw materials are available but have 

barely been tapped. Serious consideration must be 
given to their proper exploitation, development and 
processing into ready and usable materials to ensure 
existing plants' continuous operation. 

3. The local market is capable of absorbing a 
supply of the product above the present level of con- 
sumption. 

(e) Refractory bricks 
1 Three local firms arc producing refractory 

bricks. 
2. Although the trend was irregular, yearly in- 

creases and decreases resulted in a net increase of 66 
per cent during the five-year period, 1952-1956. 

(f) Rod bearings 

1. No local firm is engaged in the manufacture 
of rod bearings. 

2. The market is considered to be wide and 
stable. 

3. Prospects for the proposed product are great- 
ly dependent on its ability to withstand competition 
from imported brands. 

(g) Soap and candles 

1. Consumption is based on imports and pro- 
duction. 

2. Irregularity in the consumption of laundry 
soap shows that production appears sufficient to meet 
the annual demand for this product. 

3. There is increased production and abruptly 
decreased importation on toilet or fancy soap 

4. Production of candles is more than enough 
to meet the demand. 

(h) Tin can manufacture and lithography 

1. The market for tin cans is not only not 
saturated but is much wider than previously anti- 
cipated. 

2. With the country's tin can potential not 
completely tapped, the market for tin lithography 
appears assured. 

(i)  Transformer and fluorescent light bulbs 

1. The demand is greater than the present 
supply. 

2. The demand for transformers is expected to 
narrow down following a decreasing tendency. 

3. For fluorescent lamp ballast, the market is 
expected to expand, and demand will remain unsatis- 
fied within the next five years. 

3     /V59 
(a) Bicycle tyres 

1 Three local plants are manufacturing bicycle 
lyres 

2 According to data furnished by the plants 
concerned, production capacity of the plants manufac- 
turing tyres and tubes seems to have been reached 

3. It is believed that production of bicycle tyres 
and tubes will have to be accelerated to cope with the 
demand brought about by the increased level of local 
bicycle production. 

(b) Brake linings 

1 The project is considered sound and desirable. 
2 The market is limited to the transportation 

industry. 

(c) Camel back 

I Few local plants are engaged in the manufac- 
ture of camel back. 

2. The market is limited to the tyre recapping 
and retreading industry, yet demand is quite enormous 
and is increasing to a point where the recapping in- 
dustry cannot cope with the demand, due perhaps to 
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lack of a sufficient supply of camel back.   Therefore, 
market is stable and extensive. 

(d) Castor beans and oil 
1. There is an increasing demand in the United 

States but the Philippines cannot sell competitively with 
other United States suppliers. 

2. A big demand for dehydrated castor oil can 
be expected for local industry. 

3. There is a need for capitalists who are willing 
to take risks and breed castor beans that are disease- 
resistant and high-yielding. 

(e) Evaporated and/or filled milk 
1. Local plants have adequate capacity to meet 

the estimated yearly requirements. 
2. Operation of a third plant and/or increasing 

the level of production of existing pianti would un- 
doubtedly make the country eventually self-sufficient in 
evaporated and/or filled milk. 

3. The market for the product is almost unlimit- 
ed considering its various uses, the fact that every 
person is a potential consumer, and the fact that the 
population grows every year. 

(f) Fuller's earth 
1 There is no official record of local production 

of Fullor's earth; consumption is therefore wholly de- 
pendent on imports. 

2. Vegetable oil refining is the largest consumer, 
the Fuller's earth being used in the decolorizing and 
bleaching processes. 

(g) Glass products 
1. No definite conclusion can be made as to the 

exact level of consumption. 
2. Based on market trends, over-all production 

Mas increasing during 1953-1997 whereas importation 
of selected glasswares was decreasing. 

3. There is little hope of expanding the produc- 
tion of lamp chimneys and similar item», due to the 
consistently declining market and a tread towards pre- 
ference for electric lamps and bulbs over the kerosene 
1 vpe that uses lamp chimneys. 

(h) Marble products 
Since nine reporting firms priJuced less marble 

products, asbestos roofing, and so on ta 1931, than 
eight reporting firms produced ia 1937, aad kaports 
increased from 1937 to 1931, the establishment of a 
marble products factory will replace part if not all of 
the imports. The new factory, however, must produce 
marble comparable to imported products or to local 
products already accepted by the consumers. 

(i) Spark plugs 
1 Demand will depend on the number of motor 

u hides or other power engines. 
2.    Market is considered stable. 
3 At prêtent, no local plant is engaged in the 

manufacture of spark plugs. 
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4. Prospects of the proposed product depend on 
the ability of the product to withstand competition 
from imported brands. 

4.    I960 
(a) Ceramics 

1. Irregular trend with strong indications toward 
substantial yearly reduction in quantity and value, as 
local plants step up their tempo to attain higher effi- 
ciency and greater productivity. 

2. Market for these products is wide in relation 
to the number of users. 

3. Demand for each type of ceramic product is 
expanding. 

(b) Clocks 
1. No local firm is presently engaged in the 

manufacture of clocks. 
2. Electric clocks are sought after by industrial 

establishments while non-electric clocks are popular 
with home-owners. 

(c) Desiccated coconut 
1. The United States is the biggest importer. 
2. Australia has decided to change its source of 

desiccated coconut from Ceylon to the Philippines. 
3. Japan does not import desiccated coconut. 
(d) Pork and beans and canned peas 
1. In 1937, production was limited, but in 1958- 

1959, a marked increase in the value and volume of 
production was noted. 

2. In 1957, imports were high but they dropped 
sharply in 1958-1959. 

3. Raw materials are available locally but they 
are of import origin. 

(e) Tar-lmminated paper 
1. No plant has yet gone into the manufacture 

of tarlaminated paper in the Philippines 
2. Consumption is negligible. 
3. The volume of local supply of tar is limited. 
4. There is insufficient local capacity of kraft 

paper aad paper bags made of kraft to meet the re- 
quirements. 

(f) Vinyl leather 
There is a decreasing trend in imports of the 

various related leather materials, with the exception 
of "other plastic materials" which spurted to a new 
high level in 1958. Apparently, this is an indication 
of an expanding demand for this type of product. 

I     1961 
(a)    Textile industry 
The demand for textile commodities shows aa 

average annual increase as follows: yarn consumption 
16.9 per cent; grey goods consumption 11.4 per cent, 
finished fabrics consumption and knitted fabrics con- 
sumption 1.94 per cent and 0.4 per cent respectively. 
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Production and capacity utilization has increased: 
in spindle capacity utilization from 50 per cent to 80 
per cent, weaving capacity from 38 per cent to 63 per 
cent, and finishing capacity utilization from 48 per cent 
to 58 per cent. 

The two problems that face the textile industry 
are: the importations of fabrics and the increase in the 
cost of raw materials due to the increase in the ex- 
change rate. 

(b)     Wheat flour milling industry 
Over-capacity in the industry still exists. This 

implies that, under present conditions, no additional 
unit or expansion in capacity is warranted in the in- 
dustry until such time as the present capacity can no 
longer meet the country's demand. 

Projections disclose that local industry together 
with imports (estimated at a low level) can fill total 
demand for domestically produced wheat flour for the 
next five years. 

Imports cannot be totally replaced by local pro- 
duction because of the preference of some for imported 
wheat flour and the requirements of industrialists for 
imported high-grade flour. 

2.    1964 
(a) Leather tanning industry 
There are twelve principal mechanized tanneries 

with installed annual capacities of 19 million square 
feet of finished leather, and 137 small-scale tanneries. 

Local production supplied 91.1 percent of effec- 
tive demand in 1962. 

The demand for domestic leather is increasing at 
a low rate due to the relatively poor quality, the higher 
imports of leather goods resulting from rising national 
income, and competition from leather substitutes. 

With 70-80 per cent utilization of the hides of 
slaughtered animals the requirements of the local prin- 
cipal tanners for raw hides can be met satisfactorily 
without importing raw hides. 

(b) Plywood and veneer industry 
Domestic consumption of plywood has been in- 

creasing during the period under study. Its growth 
parallels the movement of construction activity, with 
plywood accounting for about 15 per cent of construc- 
tion expenses. 

There are 19 plywood plants, 9 veneer plants, and 
8 plywood and veneer plants with a rated capacity of 
576,000,000 sq ft of plywood. Domestic production 
of plywood exceeds domestic demand. Excess produc- 
tion is hence channelled to the export market. 

Imports of Philippine plywood and veneer into 
the United States have been increasing steadily, al- 
though ihey face competition from Japan. 

(c) Pulp and paper industry 
The supply of paper and paper products is slowly 

being taken over by local production. The average 
annual increase in local production is 18.5 per cent 

compared with the annual average increase of 3.1 per 
cent in imports. 

The present demand cannot be met by local mills. 
Even at full capacity, local production by 1970 will 
still be below the required volume. At present, the 
industry operates at 66 per cent of capacity. 

(d)    Milk processing 
Demand met by local production represents only 

32 per cent of effective demand for milk or 6 per cent 
of total milk demand (including unserved demand 
potential). This shows that there is still a great gap 
to be rilled by local producers. 

Present industry utilization is limited to less than 
two-thirds of full three shift capacity. 

Idle capacity can be reduced by limiting the im- 
portation of finished products, making products avail- 
able at lower prices and arranging proper distribution. 

3.    1965 
(a) Food processing industry 
The local consumption of processed meat is dictat- 

ed by the supply of livestock, consisting mainly of pork, 
chicken and beef, as well as by imports which íTC 
largely made up of corned beef. 

The demand for processed meat represented less 
than 10 per cent of total meat demand between 1958 
and 1964. Capacity utilization of the industry for 
1964 was 51.54 per cent of eight-hour capacity. 

The supply of processed fish has been dominated 
by imports. With the introduction of two new can- 
neries, however, it is foreseen that processed fish manu- 
facturing will expand its share of the market. 

Processed fruits and vegetables are sold both on 
the domestic and on the foreign market. There has 
been a steady increase in the number of firms engaged 
in fruit and vegetable processing. At present, 67.81 
per cent of eight-hour capacity is utilized. 

(b) Textile industry 
The demand for textiles is estimated at an average 

of 13 pounds per person. 
There are seventeen integrated textile mills per- 

forming the spinning, weaving and finishing operations 
and five firms performing spinning and weaving opera- 
tions only. The capacity of the industry in 1964 was 
167,958,594 pounds for spinning, 436,600,185 yards 
for weaving and 505,312,040 yards for finishing. 

Capacity utilization in 1964 was approximately 
52.6 per cent for spinning; 44.4 per cent weaving and 
35.7 per cent for finishing. 

(c) Pulp and paper industry 
Local production has been increasing at a faster 

and steadier rate than importation. Production in 1964 
grew at the rate of 19.6 per cent, importation 4.6 per 
cent. 

The present demand cannot be met by local 
millers. Even by 1970, local production is expected to 
account for only 79 per cent of total supply. 
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Pulp used for paper manufacturing is mostly im- 
ported. Pulp milling capacity represented only 35 per 
cent of total paper capacity in 1963. Several proposed 
pulp and integrated mills are expected to improve this 
ratio. 

(d) Cement industry 
As of January 1965, there were seven cement 

plants capable of producing 36,500,000 94-ib bags of 
Portland cement, another seven in various stages of 
establishment, and eighteen more with possibilities of 
establishment. 

Production from existing plants has been growing 
steadily. Utilization of capacity has been maintained 
at nearly 100 per cent by all the plants except one, 
which has had technical, management and financial 
difficulties. 

The supply of cement has been unable to meet 
the local demand for the product, thereby giving rise 
to increased prices. 

(e) Appliance industry 
The installed eight-hour capacity of the appliance 

industry (limited to radio, television, refrigerator and 
air-conditioning units only) is 383,700 units. As of 
1963, utilization of capacity was 73 per cent. 

All four appliances have a bright domestic market, 
except for tube radios, which are fast losing the market 
to transistorized sets. Sales of these appliances are 
growing at an impressive rate. 

Because of high tariff rates calculated to protect 
the industry, which has been built up during the past 
decade or so, legitimate importations of these items 
have been minimal. In the meantime smuggling has 
become lucrative and continues to rise. 

(f) Motor vehicle industry 
The demand for motor vehicles increased nine-fold 

between 1953 and 1964, with the bulk of the increase 
in the five-year period 1960-1964. 

Capacity utilization in 1964 was 58.1 per cent for 
ears and trucks. Despite low capacity utilization, other 
firms arc planning to enter the business. Local produc- 
tion represented more than two-thirds of total supply 
in 1964. 

Increases in future demand are expected to bring 
capacity utilization to 100 per cent in 1969. 

V.    MOtlLIZATION OF CAPITAL FOR 
INDUSTRIAL DEVELOFMINT 

a.   Rata of capital investment in industry 
The growth of the Philippine economy since the 

end of the Second World War was accompanied by a 
corresponding increase in capital formation. From 
1946 to 1963, gross domestic investments rose by 
nearly 2,000 million pesos, from 384 million pesos 
to 2,298 million pesos. The increment was 17 per 
cent compared to 1962 and about 90 per cent from 
the launching of the decontrol programme in 1960. 
The annual rate of expansion in the last decade 
averaged   14   per   cent   and   was   nearly   doubled 

to 25 per cent in the more recent 1960-1963 
period. Manunfacturing and construction, repre- 
senting more than half aggregate investments, 
rose at an average rate of 15 per cent and 10 per cent, 
respectively, between 1956 and 1963. (No earlier 
data by industry are available.) During the same 
period, however, trade, comprising about 7 per cent 
of the total investment, experienced the highest average 
yearly increment of 95 per cent, followed by transporta- 
tion ( 14 per cent of total) at 58 per cent, communica- 
tion and utilities (5 per cent of total) at 30 per cent, 
and services (6 per cent of total) at 29 por cent. 
Agriculture, accounting for 8 per cent of total invest- 
ment during the period, registered an average annual 
rate of increase of 26 per cent, while mining, whose 
participation was only 2 per cent of total, experienced 
a slight deceleration as a result of a slow-down in 
mineral investments during 1957 and 1958 and also at 
the initial stage of decontrol in 1960; in the following 
year, however, the mining industry showed a substantial 
increase of 70 per cent, which was followed by a 
levelling off of investments in 1962 and disinvestments 
in 1963. 

Since 1956, the industries that improved their 
shares in aggregate domestic investments were trans- 
portation, from 5 per cent to 17 per cent in 1963, 
followed by trade, from 2 per cent to 8 per cent. 
Likewise, communications and utilities increased their 
participation from 4 per cent to 6 per cent and services 
from 4 per cent to 7 per cent in 1963. 

Investments in the private sector increased more 
rapidly than in government. In the last decade, private 
investments rose at more than twice the average annual 
rate of growth (7'/2 per cent) in the public sector, 
climbing further in the 1960-1963 period to 27 per 
cent, or more than two and a half times the public 
sector expansion rate. However, in the post-liberation 
years up to 1952, government investments, although 
representing only less than a fourth of aggregate invest- 
ments during the period, movei! up at a much faster 
pace. 

At constant 1955 prices, however, the annual rate 
of growth in domestic investments averaged 11 per cent 
in the last decade with pronounced increases registered 
particularly between 1953 and 1955. This decelerated 
to 7 per cent in the later 1956-1963 period but, after 
decontrol in 1960, the rate went up to more than 11 
per cent. The same trend was observed in the expan- 
sion of real GNP, except for the more recent period. 
The rate decreased to 4.7 per cent in the 1956-1963 
period and fell further to 4.4 per cent in the last few 
years. During the period of decontrol (1960-1963), 
however, the ratio of real investments to real GNP was 
higher (about 10 per cent as compared to about 9 per 
cent in earlier years). 

Total foreign borrowings of the government and 
private sectors between 1952 and the first half of 1964 
amounted to $213.6 million Of this total, about four- 
fifths, or $170 million, went to the public sector.   A 
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major portion of this amount ($86 million) was ex- 
tended to the Central Bank by the IBRD, IMF, DLF 
and the Eximbank for industrialization purposes. The 
next largest loan, amounting to $54 million, was ex- 
tended to the National Power Corporation for the con- 
struction of Binga, Angat, Maria Cristina and 
Ambuklao electric projects. The Department of Public 
Works and Communications was also granted loans 
amounting to $ 19 million by these different internation- 
al lending institutions for the construction of roads, 
bridges and ports. 

Total loans granted to the private sector account- 
ed for one-fifth of total borrowings, or $42.8 million, 
during the same period. 

The peak of annual borrowings was reached in 
1962, when both the government and private enter- 
prises incurred a debt amounting to $40.2 million. 
This represented an increase of 71,5 per cent over the 
end-1961 figure. In 1963, however, loans extended by 
the different lending institutions went down to $61.4 
million, a decrease of almost 60 per cent from the 
preceding year. Greatly responsible for the decrease 
in 1963 was the fact that the Government did not re- 
ceive any loan from the IMF, while in 1962 that in- 
stitution had extended a loan of $28.3 million to the 
Central Bank. Similarly, private agencies did not bor- 
row in 1963. 

TABLE 1.   RATIO OF REAL GROSS DOMESTIC INVESTMENT TO 
REAL CROSS NATIONAL PRODUCT, CY 1946-1963 

GDI ml /955 GUI u 19'$ Rtlio GDI 
.. P"'" priai ta GNP 
'""   t million peioi)      (million ptioi) (M 100) 

1946                        ¡94 2^388 «LI 
•947              560 4,802 11.7 
»948 665 5,373 12.4 
1949                711 5,718 12.4 
1950 591 6,228 9.5 
1951 455 6,523 7.0 
1952 434 7,093 6.1 
1953              562 7,646 7.4 
1954              683 8,058 8.5 
1955 789 8,687 9.1 
1956 818 9,132 9.0 
1957 940 9,532 9.9 
1958 862 9,929 8.7 
1959 838 10,514 8.0 
1960 1,031 10,804 9.5 
1961 1,234 11,431 10.8 
1962 1,U9 11,932 9.4 
1963» 1,249 12,510 10.0 

Source of basic data:   National Economic Council 
• Preliminary 

b.   Structure of Hi« capital mark* 

The capital market in the Philippines is pre- 
dominantly a "customer's" market rather than an 
"organized" one. Capital or credit is generally ob- 
tained from financial institutions on a case-to-case 
basis with close contact between lender and borrower 
rather than with the impersonality and objective 
detachment of organized markets.   Normally, securi- 
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TABLE 3.   GROSS DOMESTIC INVESTMENTS, BY INDUSTRIAL USE 
CY  1956-1963 
(million pesos) 

 ¡"¿miriti Use ¡956                   I9S7 I9SS ¡959 ;SM 

Agriculture              94.6            62.3 78.4 45.0 MO (7 
Mining              41.2            35.0 20.0 29.0 2'.\0 
Manufacturing               242.2          251.9 286.2 282.0 2910 
Transportation             42.1            68.9 71.4 82.0 317 0 
Traue             18.6           126.8 48.2 71.0 86.0 
Construction             363.5          399.5 368.5 377.0 319.0 
Communication and utilities         34.5           50.6 35,0 64.0 44 0 
Services              35.6            40.5 52.8 63.0 55'o 

Total           872.3       1,035.9 959.5 1,013.0 1,208.0 

Percentage change over the preceding year 
Agriculture                            -34.1 25.8 -42.6 144.4 
Mining                              -15.0 -42.9 45.0 -31.0 
Manufacturing                                 4.0 13.6 -1.5 3.2 
Transportation                                  63.7 3.6 14.8 286^5 
Tr'de                            581.7 -62.0 47.3 21.1 
Construction                                9.9 _7.g 2.3 3.7 
Communication  and  utilities                            46.6 -30.6 82.3 -31.3 
Services                               13.8 30.4 19.3 -127 

Total                               18.8 -7.4 5.6 197~ 

Source of basic data:    National Economic Council. 
• Preliminary 

1961 

97.0 
34.0 

536.0 
3380 
115.0 
504.0 
87.0 
89.0 

11.8 
70.0 
84.2 

6.6 
33.7 
28.9 
97.7 
61 8 

49.0 

i%> 

177.0 
34.0 

543.0 
247.0 
137.0 
540.0 
105.0 
¡82.0 

82.5 

1.3 
-26.9 

19.1 
7.1 

20.7 
104.5 

9.2 

196Ì 

203.0 
23.0 

523.0 
393.0 
175.0 
684.0 
134.0 
158.0 

1,800.0        1,965.0      2,298.0 

17.5 
-32.4 
-3.7 
59.1 
27.7 
26.7 
27.6 

-13.2 
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TABLE 4.   GROSS DOMESTIC INVESTMENT, BY TYPE OF 
PLF.CHASF.S, CY  1946-1963 

(million  pesos) 

1946 
1947 
1948 
1949 
1950 
1951 
1952 

Frinite 

370.7 
644.5 
631.1 
467.9 
381.0 
397.5 
391.0 

Government 

13.5 
52.9 

137.1 
197.6 
187.8 
161.6 
160.8 

Year to year change 

73.8 
- 2.1 
-25.9 

4.3 
4.3 

- 1.6 

Government 

291.9 
159.2 
44.1 

- 5.0 
-14.0 
- 0.5 

1953 
1954 
1955 
1956 
1957 
1958 
1959 
I960 
1961 
1962 
1963 

494.5 164.5 
552.1 166.7 
615.7 173.0 
649.6 222.7 
803.6 232.3 
732.6 226.9 
778.0 235.0 
9590 249.0 

1,527.0 273.0 
1,682.0 283.* 
1,956.0 342.0 

25.4 
11.6 
11.5 
5.5 

23.7 
- 8.8 

6.2 
23.3 
59.2 
10.1 
16.2 

2.3 
1.3 
38 

28.7 
4.3 

- 2.3 
3.6 
6.0 
9.6 
3.7 

20.8 

Source of basic data: 
* Preliminary 

National Economic Council. 

TABLE 5.   STAND-BY CREDIT ARRANGEMENTS ENTERED INTO BY THE CENTRAL BANK AS OF 31 DECEMBER 1964 

Item 

International Monetary Fund    
United States commercial banks    

Crocker-Anglo National Bank     
Bank  of America     
Manufacturers Hanover Trust Company   
Chemical Bank New York Trust Company  .. 
Irving Trust Company     
First National City Bank of New York   
Morgan Guaranty Trust Company of New York 
The  Chaw   Manhattan   Bank     
Continental Illinois National Bank     
National  Bank  of Commerce of Seattle   ... 
First National Bank of Chicago    
Bank   of  California     

TOTAL        

Originel date of 
acceptance 

Amount 
(milhon US$) 

Rate of intere.t 
(per cent) Commitment fee Maturity  aste ft 

11/4/62 

29/3/62 
29/3/62 
3/4/62 
3/4/62 
3/4/62 
6/4/62 
6/4/62 

11/4/62 
20/8/62 
22/8/62 
8/10/62 
29/3/62 

40.40 
47.60 

2.50 
5.00 
5.00 
500 
5.00 
5.00 
5.00 
5.00 
5.00 
1.50 
2.50 
1.00 

87.90 

$101,000 

1/2 of I % 

11/4/65 

29/3/65 
29/3/65 
3/4/65 
3/4/65 
3/4/65 
6/4/65 
6/4/65 

11/4/65 
20/8/65 
22/8/65 
8/10/65 
29/3/65 

* One year Irom date of acceptance but renewable. 
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tics or papers arising from these transactions are 
held by lenders until maturity, thus lessening the 
tendency for  market interest rates to  fluctuate. 

Commercial banks are still the principal suppliers 
of short-term or working capital while other finance 
institutions such as development banks, savings banks 
and insurances companies provide medium- and long- 
term credit. 

Long-term industrial and agricultural credits are 
provided mainly by the Development Bank of the 
Philippines and the private development banks while 
real estate loans can be obtained from the Govern- 
ment Service Insurance System (GSIS), the Social 
Security System (SSS), private insurance companies, 
("mance companies, savings banks and building and 
loan associations. The rural banks and the Agricul- 
tural Credit Administration (ACA) are the important 
suppliers of agricultural credit. 

Although there are, as ytt, no investment banks 
underwriting new capital issues, the Private Develop- 
ment Corporation of the Philippines (PDCP) and 
the National Investment and Development Corporation 
(NIDC), a subsidiary of the Philippine National 
Bank, are authorized to undertake such investment 
banking functions and are presently engaged in long- 
term lending. The Private Development Corporation 
of the Philippines was organized in early 1963 to 
assist in the establishment and development of private 
productive industries by extending medium- to long- 
term equity and debt financing. At the start of its 
operations in August 1963, the resources amounted 
to 112.5 million pesos, of which 25 million pesos rep- 
resented equity capital and the balance of 87.5 million 
pesos loan capital. All but three of the loans were for 
expansion projects. In addition to project loans, the 
Corporation extended to the industrial and commercial 
sectors a sizeable amount in the form of short-term 
placements made against banker's acceptances. With 
an initial capital of 10 million pesos, the National In- 
vestment and Development Corporation (NIDC) was 
geared to help feasible industries whose large capital 
requirements could not be adequately met by com- 
mercial banks or other development banks. Credits 
extended are in the form of medium- and long- 
term loans. To meet the financial needs of local 
industries, a joint venture has been undertaken by 
a local bank (Commercial Bank and Trust Company) 
and a subsidiary of the Bankers Trust Company of 
New York. It is hoped that credit will be extended 
not only to new industrial projects but also to exist- 
ing viable ones. The reorganization of the Credit 
Corporation of the Philippines in 1964 with an 
authorized capital of 2 million pesos also marked a 
significant step toward the development of long-term 
capital market in the Philippines. 

The Central Bank of the Philippines accom- 
modates the long-term capital needs of the Govern- 
ment and government corporations by supporting the 4 
per cent PW and ED bond issues and by maintaining 

government bonds and government corporations bonds 
in its portfolio. 

Serving as the market for "old" investments, 
the Manila Stock Exchange registered an annual 
average value of transactions during 1959-1963 of 
about 154.6 million pesos. 

c. Measure« token to  promote savings  and 
channel them into industry 

Retrenchment measures have been adopted 
recently to promote government savings. The 
expense control programme of the national Govern- 
ment as a whole eliminated wasteful, uneconomic, 
excessive and extravagant expenditure. In particular, 
the Programme Implementation Agency, under the 
Office of the President, has called on all government 
bureaus and offices to fix their budgetary ceilings 
at a level equal to their operating expenses and capital 
outlays, which must be proportionate to the realizable 
income. 

The bulk government resources are channeled 
to infrastructure projects to help accelerate capital 
formation. National highways, irrigation systems and 
inter-island seaports are priority projects in the 
Government's infrastructure programme. 

A few government measures, especially those 
giving exemptions, effected savings for certain indus- 
tries. Republic Acts Nos. 4086, 4065 and 4106 
provided tax exemptions from certain taxes for the 
textiles and petroleum industries and the rural banks, 
respectively. Tax exemptions provided in the Basic 
Industries Law made more capital funds available 
for consolidation and expansion operations. 

Several measures have been adopted to promote 
personal savings. Interest rates on some government 
bonds have been raised. Effective January 1965, 
interest rates on both savings and time deposits were 
increased by Vi per cent. Interest payable by com- 
mercial banks for savings deposits was increased 
from VA per cent to 4 per cent while that paid by 
savings, development, rural and co-operative banks 
was increased from 4 per cent to AVi per cent. 
For time deposits in all banks, the interest rate was 
also raised from 4 Vi per cent to 5 per cent. 

To induce more savings, some commercial banks 
have offered accident insurance benefits to their 
depositors. In order to reach the remote areas and 
to provide a more convenient service for savers, 
many banks have established branches all over the 
country. A voluntary payroll savings plan has been 
adopted, whereby deductions from the payroll of 
employees and workers are made for purchase of 
government bonds and securities. 

d. Mobilisation of privat« capital 

There has been a gradual increase in the mobili- 
zation of private capital for the past few years, 
despite the limited ability of the banking system to 
extend credit to the private sector due to (1) the 
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tight credit policy of the Central Bank, (2) the low 
level of the excess and potential reserves of the 
commercial banks, and (3) the fact that a number 
of banks have nearly reached the statutory limitation 
of 15 per cent on the net worth risk assets ratio. 

Reflecting the gradual increase in the mobiliza- 
tion of private capital, outstanding bank credits 
were granted in the banking sector alone for the 
period 1960-1964, resulting in increases of 16.4 per 
cent in 1961, 30.7 per cent in 1962, 23.6 per cent 
in 1963 and 22.7 per cent in 1964. During this 
period, it is especially noted that significant increases 
in bank credits were registered in construction, 
commerce, manufacturing and agriculture, as follows: 

Percentage ¡n„t,tr 

(ending }une) Construction Commerce Manufacturing Agriculture 

1964 
1963 
1962 
1961 

66 0 
40.0 
12.5 
42.9 

27.3 
38.5 
39.2 
21.8 

20.0 
15.8 
47.2 
25.6 

25.0 
23.3 
17.2 
7.5 

There has been a definite downtrend in the rate 
of increase of bank credits extended to public utilities. 
The rates of increase were 34 per cent in 1961, 61.5 
per cent in 1962, 29.7 per cent in 1963 and 19.7 
per cent in 1964. Real estate and personal loans 
registered mild increases. 

Loans outstanding from non-bank institutions 
(ACCFA, GSIS, SSS, insurance companies, mutual 
building and loan associations and pawnshops) in- 
creased by 101 million pesos, or 19 per cent, in 1961 
compared with 73 million pesos, or 11 per cent, in 
1962\ Outstantf'ng loans from these non-bank finan- 
cial intermediaries also registered increases of 71 
million pesos, or 10 per cent, in fiscal year 1963 and 
144 million pesos, or 10 per cent, in fiscal year 1964. 
The lending operations of these institutions favoured 
real estate and consumption activities, especially in 
1964 when the bulk of the increase in loans went to 
real estate (90 million pesos) and consumption (50 
million pesos). 

The main difficulty encountered in the mobiliza- 
tion of private capital lies in the unbusinesslike 
psychology of the people as a whole. Many keep 
their savings in hoards, in real estate, or in jewellery 
instead of depositing them with banks or buying 
government securities. Moreover, whatever savings 
have been already mobilized are not fully utilized. 
Many bank borrowers get loans supposedly to invest 
in productive ventures but the money finds its way 
into real estate or other speculative uses. 

A wider spread of banking facilities and more 
disciplinary measures to ensure that credits are used 
for productive purposes are being adopted to over- 
come the difficulties described above. 
•.   Inflow of foreign capital 

Sufficient organized data regarding the level of 
inflow of foreign capital by industry are not yet 
available. 

Under the five-year socio-economic programme, 
domestic production is to be increased by 6 per cent. 
To attain this target, an estimated gross fixed 
investment equivalent to 12,053 million pesos is re- 
quired. Of the total investment requirements, gross 
domestic savings are expected to finance 11,285 mil- 
lion pesos, or 89 per cent, and the balance, 11 per 
cent, will come from foreign sources. It is consi- 
dered that the economy can support this amount of 
foreign investment (1,408 million pesos), which rep- 
resents an annual average foreign investment require- 
ment of about 300 million pesos. 

The gross inflow of foreign capital reached a 
high level of $118 million in 1961, prior to the 
five-year socio-economic programme. The high inflow 
of capital could be attributed to the $54 million 
short-term loans accepted by the Central Bank and 
the $58 million inflow of long-term capital through 
export deductions and deferred payments schemes 
and the direct loans of private companies. In 1962, 
however, the inflow of capital went down to $39 
million, the bulk of which came from credits obtained 
from international financial institutions such as IBRD 
and the Development Loan Fund. There was a 
further decline of foreign capital inflow in 1963. 
Of the gross inflow of $36 million, short-term credits 
accounted for $32.6 million. For the first half of 
1964, the gross inflow of foreign capital reached 
$52 million. New direct private investments amount- 
ed to $3 million only. Short-term loans totalling 
$17 million were provided by commercial banks in 
the United States, and $20 million was obtained by 
the private sector through deferred payments and 
export deductions. The Government also obtained 
loans totalling $8 million from IBRD, the DLF 
and Eximbank. 

No reliable statics on direct private foreign 
investments are available. It is therefore difficult to 
say whether or not the desired level of investments 
from abroad has been achieved. 

f. Measure« for servicing external public debts 

External debts incurred by the Government, its 
agencies and instrumentalities are sometimes serviced 
through the establishment of sinking funds. 

In addition, the Government or the Central 
Bank guarantees both the availability of foreign 
exchange and the payment of the external debt. 

g. Measures taken to encourage joint  venture« 
between domestic end foreign entrepreneurs 

As a matter of policy, the Government welcomes 
foreign investment in the Philippines, preferably in 
joint-venture arrangements with Filipino businessmen. 
However, by virtue of the provisions of the Con- 
stitution and existing laws, foreign ownership in 
economic endeavours is limited, except for American 
citizens and corporations which have been given 
equal privileges  to those enjoyed  by Filipinos  in 
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the matter not only of natural resources and public 
utilities but also in all other business endeavours. 

Under the Philippine Constitution, the disposi- 
tion, exploitation, development and utilization of 
natural resources is limited to Filipino citizens or to 
corporations or associations whose capital is at least 
60 per cent Filipino. By virtue of the Parity Amend- 
ment (1947) to the Constitution, the same rights 
were extended to American citizens until July 3 
1974. 

As understood by the Constitution, "natural 
resources" includes all agricultural and forest land 
of public domain, waters, minerals, coal, petroleum, 
other mineral oils and all sources of energy. All 
these, with the exception of public agricultural lands, 
are not subject to alienation. A licence, concession 
or lease for their exploitation, development and 
utilization may be obtained for a period not exceed- 
ing twenty-five years, renewable for the same period, 
except that, with respect to water rights other than 
the development of water power, beneficial use 
shall be the measure and limit of the grant. 

Agricultural land may either be private or public. 
Corporations or associations may not acquire leases 
or hold public agricultural land in excess of 1,024 
hectares, nor may any individual acquire lands by 
purchase in excess of 144 hectares, or by lease in 
excess of 1,024 hectares. Grazing land not exceed- 
ing 2,000 hectares may be leased to an individual, 
private corporation or partnership. Private agricul- 
tural land, save in cases of heredity succession, may 
only be transferred or assigned to individuals, cor- 
porations or associations qualified to hold agricultural 
lands. 

The National Economic Council recently adopted 
a declaration of national policy to allow entry to 
foreign investors who are willing to accept equity and 
managerial participation and to those who would 
exploit industries where there is a lack of Filipino 
capital and technical experience. 

h.   Policy  regarding  public ownership in  certain 
•acton 

The Philippine Constitution (article III, section 
6) lays down the fundamental policy with respect 
to public ownership of enterprises. The State may 
establish or operate industries including transport and 
communications if such action is "in the interests 
of national welfare and defence." The State may 
acquire ownership of private enterprises, including 
utilities, upon payment of just compensation. 

The Government has adopted a policy of owning 
and managing certain enterprises. The National 
Marketing Corporation (NAMARCO), a state trading 
corporation, was established to assist Filipino retailers 
and businessmen by supplying them with marketable 
goods at prices that allow them to compete success- 

fully in the market.    The aim was to increase Filipino 
participation in the retail distribution system. 

The Government also purchases certain basic 
cereals to ensure a reasonable profit for producers 
while stabilizing the prices to the ultimate consumers. 
This is the case with rice and corn. 

To promote the development of certain industries 
and for public welfare purposes, the Government 
has gone into public participation through the 
establishment of the Philippine Tobacco Administra- 
tion, the Philippine Virginia Tobacco Administration, 
the National Shipyards and Steel Corporation, the 
Manila Railroad Company, the National Waterworks 
and Sewerage Authority, the Home Financing Com- 
mission, the Philippine Sugar Institute, the National 
Power Corporation, the Philippine Coconut Adminis- 
tration, the Cebu Portland Cement Company and the 
Abaca Corporation of the Philippines. 

i.   Remittance of  profits,  dividends  and  foreign 
capital 

Under Central Bank Circular No. 133 of 21 
January 1962, the remittance abroad of profits and 
dividends on foreign investments, as well as the 
repatriation of capital, can be effected through Au- 
thorized Agent Banks at the free market rate without 
prior approval. The banks are required to verify the 
amount requested for transfers of profits and divi- 
dends and to see that applications for capital transfers 
are supported by sufficient documentary evidence to 
substantiate the purposes and sources of the requested 
transfers. 

j.   Areas  of industrial  activity 
investors 

open  to  foreign 

Limiting the term "industrial activity" to its 
specific sense, distinct from such other economic 
activities as the exploitation of natural resources, 
trade, finance, banking, transport and public utilities, 
the Government place no direct statutory prohibitions 
or limitations on overseas investors. 

However, the Basic Industries Law (Republic 
Act No. 3127) provides that, in the event that two 
or more applications for exemption from taxes arc 
pending, the applicant having the greater Filipino 
participation or control or both shall be given pre- 
ference. By virtue of the Revised Trade Agreement 
of 1955 (Laurel-Langley Agreement), Americans are 
given equal rights to Filipinos in all business activities. 

The National Economic Council, however, has 
adopted a policy statement welcoming foreign capital 
only in activities which Filipino enterprises cannot 
undertake due to lack of capital or experience. 
Foreign investment in industrial areas already pioneer- 
ed or established by Filipino capital is discouraged. 
Where foreign capital is welcome, the policy adopted 
is based on a 60-40 formula, with Filipino control 
of 60 per cent. 
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k.   Steps taken to encourage foreign investment 
in the country 

The general measures taken to encourage foreign 
Investments in the Philippines are: (a) the adoption 
of free enterprise as a declared policy; (b) the lifting 
of restrictions and control on foreign exchange; (c) 
the granting of tax exemptions to a number of basic 
industries. 

Immigration laws granting easy entry to foreign 
technicians as non-quota immigrants also serve to 
encourage the inflow of foreign capital. 

I.   Measures ond regulations affecting the import 
of technical know-how 

The immigration laws of the Philippines allow 
the entry of foreigners for employment, as long as 
that employment is pre-arranged, thus justifying their 
entry and stay as non-quota immigrants. 

While as a matter of policy, the Philippine 
labour laws generally prohibit the entry of foreign 
labour, foreign technicians are encouraged, upon 
certification by the Department of Labour that Fili- 
pino technicians are not available for the same work. 
Royalties are fully remittable at prevailing market 
rates, subject only to withholding tax under the 
Revenue Law. 

VI. INSTITUTIONAL ARRANGEMENTS FOR 
INDUSTRIAL PROMOTION 

The industrial institutions established by the 
Government as a pioneering endeavour to encourage 
and promote the development of similar ventures are 
the following: 

1. Industrial Development corporations. The 
following agencies were organized for industrial deve- 
lopment purposes: 

(i) National   Development   Company:   Textile, 
shipping, mining, and so on. 

(ii) Abaca Development Corporation:   Produc- 
tion of abaca and promotion of the effective 
utilization of abaca fibres, 

(iii) Philippine Coconut Administration:  Coconut 
industry promotion of oil-processing indus- 
tries and the use of coconut by-products 
such as coir and shell, 

(iv) National Shipyard  and Steel  Corporation: 
Shipyards and steel mills, 

(v) National Cottage Industry Development Au- 
thority:    Development  and   promotion  of 
small-scale   and   cottage   industries   on   a 
nation-wide scale. 

2. The National Institute of Science and Tech- 
nology (NIST) was instituted to conduct research on 
converting a wide range of local raw materials into 
capital and consumer goods. 

3. The Economic Development Foundaton was 
recently organized to take the place of the abolished 
Industrial  Development  Center to extend technical 
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assistance in the preparation of industrial project 
studies and also serve as a productivity centre 

4 The Development Bank of the Philippines 
extends industrial loans to deserving industrial pro- 
jects. r 

•t, /íf Promotional effo^s made by the NDC in 
the field of textile manufacturing led to the establish- 
ment of twentyfour textile mills all operated by 
private entrepreneurs. Apart from these mills there 
are also some kitting mills which are contributing to 
some extent to the productivity of the textile industry 

Abaca exports and the processing of abaca 
hbres by the private sector have made considerable 
headway under the Abaca Development Corporation 

The increased dollar earnings of the coconut 
industry and its achievements as the premier dollar 
CKrnDu,°f •the PhiliPPines reflect the success of 
the Philippine Coconut Administration (PHILCOA) 
in its efforts to develop both copra production and 
the processing of copra in oil mills. 

The National Cottage-Industry Development Au- 
thority (NACIDA), through a vigorous campaign to 
promote and encourage cottage or handicraft indus- 
tries, has achieved notable success during the short 
period of its existence. Many entrepreneurs of 
cottage industries are now producing handicrafts 
which have to a considerable degree replaced imports 
of handicraft goods. 

A number of small shipyards have been built 
during the last few years through the efforts of the 
National Shipyard and Steel Corporation (NASSCO) 
Also several steel manufacturing plants have been 
established to cater to the needs of the expanding 
domestic market for iron and steel. 

VII.    TECHNICAL TRAINING: MANPOWER 
DEVELOPMENT 

""   p^nonnT ""**** '"* **" *"* for tnìnté 

The following are the principal manpower sur- 
veys conducted periodically which provide data for 
assessing manpower resources: 

(1) Population Census conducted every ten 
years by the Bureau of the Census and 
statistics, Department of Commerce. The 
most recent census of February 1960 pro- 
vided such manpower data as the number 
and the distribution of the employed labour 
force classified by industry (1 digit and 
2-digits), class of workers, occupation (1- 
digit and 2-digits), and region. 

(2) Philippine Statistical Survey of Households 
(PSSH) conducted bi-annually by the 
Bureau of the Census and Statistics. This 
survey provides data on the size, com- 
position, and distribution of the population 
in households ten years old and over and 
of the labour force; number and distribution 

J 
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of the employed labour force classified by 
industry (1-digit). class of workers, occupa- 
tion (1-digit), hours worked, and other 
socio-economic characteristics; and number 
and distribution of the under-employed and 
unemployed and their characteristics. 

(3) Philippine Statistical Survey of Manufac- 
tures conducted annually by the Bureau of 
the Census and Statistics. This is a sample 
survey of manufacturing establishments em- 
ploying at least five persons. The survey 
provides data on employment, payroll, pro- 
duction, assets, inventories, sales and value 
added by production, classified by industry 
group (1 digit down to 4-digits grouping). 

(4) Quarterly Employment Survey conducted by 
the Department of Labour. This is a mail- 
ed questionnaire survey of selected non- 
agricultural establishments employing at 
least 20 persons. The survey provides 
data on employment trends, labour turn- 
over, and hours worked, classified bj in- 
dustry (1-digit and 2-digits). 

Two important manpower survey projects are 
presently being conducted with the assistance of 
experts from the International Labour Organisation 
(ILO).   These are: 

(1) An evaluation of the vocational training 
needs of the Philippines to determine the 
feasibility of establishing special vocational 
training institutes. This survey is expected 
to be completed in April 1965. 

(2) A pilot survey of the modernizing sectors 
of the economy to test a method for collect- 
ing data on the quantitative as well as 
qualitative aspects of manpower, which sub- 
sequently could be used for more extensive 
investigations. Depending on the results of 
this test survey, plans are for a single 
agency of the Philippine Government to 
take over this project eventually as a con- 
tinuing function. This survey is expected 
to provide a basis for determining the 
educational content of a selected band of 
occupations and for forecasting critical oc- 
cupational needs. 

No other manpower surveys are contemplated 
in the near future. 

Using the employment data of the 1960 Popula- 
tion Census and the PSSH reports, the Programme 
Implementation Agency has attempted through the 
"analytic method" to identify current critical occupa- 
tional needs of the economy. These estimates are 
shown in table 1. 

These estimates are correlated to expected in- 
creases in the national income and therefore pre- 

suppose the full achievement of planned targets. The 
influence of productivity is recognized but correspond- 
ing adjustments were not made in these projections 
for lack of essential data. They are, therefore, 
highly tentative and subject to revision. 

b.   Future needs  for trained  personnel 

Table 8 gives the anticipated demand for a 
selected band of occupations derived on the assump- 
tion that between 1965 and 1969 there will be no 
major changes in the occupational composition of 
the industries involved. The assumptions used in 
forecasting employment by industry are also built 
into these occupational projections. The estimates 
represent maximum requirements without taking into 
account forthcoming supply from educational and in- 
formal training programmes. The projected output 
of educational institutions is indicated in table 9. 

e.   Training programmes for different categories of 
manpower 

In addition to formal education, particularly 
vocational training, various training programmes are 
maintained by the Government and the private sector. 
Training in industry is generally maintained by in- 
dividual establishments. Information on establish- 
ment programmes has not been collected. The 
significant training programmes maintained by the 
Government are as follows: 

(1) Executive training. A three-month training 
course is currently being offered to senior 
executive officials by the Philippine Execu- 
tive Academy. Recently organized under 
the University of the Philippines, the 
Academy has in its first seminar this year 
27 executive trainees, 7 of whom conic 
from private firms. Through its scheduled 
seminars, the Academy expects to graduate 
90 trainees a year. Individual government 
agencies, under the supervision of the Civil 
Service Commission, also conduct their own 
supervisory or middle management develop- 
ment courses. In 1964, about 300 trainees 
took such supervisory courses. 

(2) Training in administrative and clerical skills. 
This kind of training programme varies from 
one agency to another because each agency 
offers specialized courses for its own per- 
sonnel. However, this training programme 
is under the over-all supervision of the Civil 
Service Commission. As of December 
1964, there were 1,688 trainees in this 
programme. 

(3) Land reform training. An extensive training 
programme is planned by the Land Reform 
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propriation, credit extension and legal ad- devdoSd bv  a 1^'  «   mSt,tUt'0nS   • 
visers.    A  Land  Reform Training  Centre tónedhí 5,   P ^       Profammc •'"- 
haS been eStablished to administer he train! ÁTel \   ^eTaT J^rT"0" 
¡ng of such workers.    In 1964   the Centre (WM     L   i rv      ?^           Investment 

^ntTf TkerS- H* Ä "=   ^ ~   nTXnES the Centre .s launch.ng a five-year training of co operatives.   Recently   a  soec al nro 

o^utTtrL^ thC fOUOWing yearly gramme    f0r    •owCr-,eveÏy,staatiXi1aansPTn F     ui xrainees. vanous  government agencies   was  provided 

First year              4,950 field workers by lhc Stati*lical Centre of the University 
Second year           3,600 field worker, * *° PhiliPPines- 

Third year             2,200 field workers 4-   M»fciNiiiif mupwrtr mourcM 

Fourth year           2,250 field workers An   attempt   to  mobilize  the  country's  human 
Fifth year              1,350 field workers resources was made by the Government in a massive 

a\   J~~. .•    L-          , . employment  programme   undertaken  by   the  Emer- 
14; Apprenticeship    training.      Apprenticeship gency Employment Administration (EEA)  in  1962 

programmes are jointly administered by the The principal objective  of this  programme was  to 
Department of Labour and the Department provide   short-term   employment   in   labour-intensive 
oi education.    Apprenticeship contracts are infrastructure projects  as  a means of  utilizine  the 
voluntarily entered into by private establish- unemployed and under-employed labour force    It was 
ments   with   the   Department   of   Labour. also expected to generate some degree of economi- 
These   contracts   specify  employment  con- activ'«y  ¡n  rural  areas   and thus  provide  bases lor 
ditions and emoluments of the apprentice. longc-ierm development projects.    Over a period of 
Active apprentices by occupational grouping two years, the EEA provided employment opportuni- 
registered in training programmes as of 30 ties  to   over  800,000   workers   in  various  projects 
June 1964 are summarized below: such as the construction of feeder roads and irriga- 

Machining and other metal working ^L?•^ ;eafforcs
1
,a,io

1
n' '<>'«' conservation, land 

trades    .                                  g      • clearance and agricultural extension.   Supplementary 
v-   .     .        _,    ,           JV projects were also undertaken on a co-ODcrative ha«i« 
Mechanics and other repair trades         338 with agencies engaged in fisheries, c^e industri 
Printing trades        35 and regional planning. 

Tntai       47 .      Originally conceived  as a five-year  programme 
Fotal          509 J »meide with  the five-year socio-economic plan, 

(5) Training far cottage industries.   Short train- Sei Z^Z "ZLT*-* *"* **'"* %^nded 

training   courses   in  home   industry  crafu £__^waT maiñ^ t£ "rTl, V^** *?-V 

5¡ "cÄT «wi^ndTr- WOOd- FAr«¿^ aXcC 

dustries Development Authority (NAQDA). Íom  tt   .tannin,  oHÎ  •?ÎÏ   ^"^ 
The primary function of the NArmA u L •     ,Un.dP0,n,  «   »t» contribuyóos   to  rural 

Pn.ite Siîïai J2££* i srz¿"• Irr- T '°'pende<1 - 
rural are».   Durin« the  „,,  ,»0 ».J. ZL       ,  "Í"''   ,p"t   bom   reachln«   '°   P""i<: 

?i&lproYi* "*"* ^"^ S'ÄÄKT bodí"*'y difficnW" to 2,432 home workers in various parts of 
the country. Generally conducted as an __ Most of those provided with employment in 
incidental activity, training has become a EEA Project» were seasonal farm workers and un- 
major function of the NACIDA due to the $kiIIed rural labourers who, for the first Urne were 
shortage of skills in areas where it operates. «Posed to alternative job opportunities. Some pro- 

io) Other training programmes To these oro- fÌT^ ^n^ ^Z"*' hiring id,e *«>""lary 
grammes may* «T/dded ¿J°o£?«Z- e£° _ï pSStííS fniT'T' " 
ing activities of limited scope. The Depart- bu7sScam eS, ,„i^ ? f ""P10*"*0« 
jnent of Finance re-established a ca"u S of' Tducfj ^Tm BBA^ 
Finance Academy to train its own per- perience at l^t «vLSZ* • i, •* . ex" 
«onnel in tax administration. Skill, in etóSE. of a SnhíJTaí ".<kmon>t"tin« the 
evaluating   the   economic   and   technical r^TATÍS^ •""* * 
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TABU: 7.    ESTIMATED CURRENT  (1965)  OCCUPATIONAL NLLDS BY INDUSTRY* 

I   iimu-cti    nctd* 

Administrative, executive and mana- 
gerial   workers          210 

Government officials            30 
Directors,    managers    and    related 

workers              180 

I ngineering.   technological   and   related 
professional   worker«      230 

Architects, engineers and surveyors 1 HI 
Chemists,   pharmacists,  natural   and 
agricultural    scientists       70 
Draftsmen  and  technicians     50 

Í kiical   and   related  workers     70 
Bookkeepers, accounting clerks and 

cashiers       40 

Stenographers  and   typists     30 

Office machine operators    — 

Miners, quarrymen and related workers — 
Foremen,  mines and  quarries   ... — 

Miners,     quarrymen,     well-drillers 
and related workers     — 

Transport and communication workers — 
Ship engineers, officeis and pilots — 
Ship   crews,   hoatmen    and   related 

workers                — 
Aircraft     pilots,     navigators     and 

flight  engineers              — 
Railway    drivers,    brakemen    and 

related   workers               — 
Inspectors, supervisors, traffic con- 

trollers  and  dispatchers            — 

Telephone, telegraph and other 
communication   operators            — 

Craftsmen, production process workers, 
and related workers         280 

Furnacemcn, rollers, drawers, 
moulders metal making and 
treating   workers           30 

Precision - instrument mechanics, 
watch repairers and related 
workers              IÜ 

Toolniakers, machinists, plumbers, 
platers, and related workers  ...      140 

Electricians, electrical and elec- 
tronics workers           20 

Carpenters, cabinet-makers and 
related  workers           50 

Compositors, pressmen, bookbind- 
ing and related workers           10 

Potters, kilnmen, glass and clay 
formers and related workers  ...       — 

Chemical and related process 
workers              10 

Stationary-engine, excavating and 
lifting equipment operators and 
related workers             10 

Total              790 

* Tentative estimates subject to further review. 

20 

20 

\tm<K2 C<,n,tr¡l<-h<>n   \Unttfj.ln 

200 

200 

10 

270 5.800 

1,010 
10 

1.000 

lrjn,fu>rtuti<>n 
i "mntuniiaiiur; 

250 
50 

200 

900 
100 

800 

20 

7,010 

1.300 

380 

740 280 

20 

2.740 
1.800 

9.10 

1.130 

10 

5.330 
1.990 

3.340 

150 370 750 170 810 1.840 4,320 
50 300 400 130 80 1,100 2,170 

10 40 200 10 700 3iK) 1.330 
90 30 150 30 30 440 820 

30 50 680 360 1.140 2.470 4.800 

10 10 300 210 700 900 2,170 
10 30 350 140 400 1.500 2,460 
10 10 30 10 40 70 170 

3,490 — — — — — 3,490 
90 — — — — — 90 

3.4Ü0 — — — — — 3,400 

10 — 60 1,290 — — 1,360 

— — — 170 — — 170 

— — — 450 — — 450 

— — — 30 — — 30 

— — 30 50 — — 80 

_ 10 210 210 

410 

15,510 

1,360 

— — 650 10 20 80 770 

100 100 1,300 400 140 430 2.610 

40 100 100 250 40 310 860 

40 5,600 1.500 40 40 170 7,440 

— — 5(81 — 10 30 550 

— — 300 — — 20 320 

— — 1,300 — — — 1,310 

90 — 60 40 10 80 290 

970 6,420 9,510 2,810 3,310 8,180 34.810 

verification and modification. 
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""".'•• '   •••'• *'"''; i», ívr.<¡ /'((,'< 

Administrative,   executive    ;in.l    mana- 
gerial  workers 

Ciovcrnnienl   ollicials          29 20(1 
Directors,    managers    ami    related 

workers , , s,M( 

I ngineciing,  technoloiuc.il   ami   ul.ikul 
piotcssional   woikcis           24 5110 

Architects,     engmceis     ami     sur- 

*eyors         12,600 
Chemists,      phaiinacists.      natural 

ami   agricultural   ^cicnlisis 7,''00 
Dtaftsmen   and   technicians 1 200 

< leticai and  ielak-1  woikcis 26.MIO 
Bookkeepers.     accomuni!' clerks 

and cashiers  12.000 
Slcnogiaphcis   and   tvpi Is .                 11.500 
Office  machine  opcialois 1.000 

M mei s.       cjiiai i vinen       and       i elated 
wipers             14.500 

Foremen,   mines   and   quarries 5()o 

Miners,    quam men,     ucll-diillers 
and  related  workers         19,000 

Transport  and communication  workers      7.600 

Ship engineers, officers and  pilots 900 

Ship  crews,   boatmen   and   related 
»orkeis 2 Mio 

Anelati     pilot...     n.iui'ilois     and 
llithi   fiu'imci...... son 

Railway    diivus.     hiakenieil    and 
lelated   workers     sut) 

Inspectors, supervisor, traille con- 
trollers and  dispatchers           1.200 

Telephone, telegraph and oiher 
communication   operators 2.^00 

Craftsmen, production process workers 
and lelated workers         89.100 

Furnacemen, rollers. drawers, 
moulders,    metal    making    and 
treating   woikers            N. MIO 

Precision — insti uinenl mechanics, 
watch repaireis and iclaled 
woikcis               3_i>(M) 

loolmakers, machinists, pliunhers, 
welders,    platers     and     related 
workers            ^W{) 

I lectricians, electrical and elec- 
tronics   workers            5.500 

Carpenters,    cabinet-makers     and 
related workers        41,700 

Compositors, pressmen,  hookhind- 
ing and related workcis           3,000 

Pollers,   kilnmcn,   glass   and   clay 
formers, and  related  woikers 2.100 

Chemical     and     related     process 
workers             -, ,()0 

Sfationary-engine, excavating and 
lifting equipment operators and 
related   workeis           imi) 

Tol«l           196.4(H) 

" Tentative estimates  sublet  to I'uither  review 
lion  and modification 

1NIH1SIRII S 

5,800 

2.200 

I son 

2.MIO 

1.500 
Mill 

5. ¡00 

2 5110 
2.700 

2oo 

3.90(1 

100 

.1,800 

1.550 

100 

Mil) 

Ml 

100 

200 

500 

|7.(,il|) 

1.700 

800 

2.700 

1,100 

8,100 

600 

500 

1.5(H) 

400 

31.s    i 

veiitica- 
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IVHII    9.      PROJKThn   MMBIK   Ol    GRVDUAUS   I ROM 
IIIUUIONVI     INSTIIOTU.NS   Mm    VARIOUS    IKriU'A I IONS 

SirraVru/ 1irru¡¡, 

l'osi graduate   collegiate'       |.io •<„ 
Industrial management and public 

administration        140 1() 

I ndeigraduale   collegiale1'      Mì.ìH) (,,200 
hrnjincciing   and   aaliilecluic 15,700 1 loo 
•^rveying         IHM) "7(M> 
Agriculture         ft.aoo , 4(H) 

Chemistry         2.700 500 
Veterinary   medicine,  geology  and 

biology        is,, ,()() 

Nautical         2,000 400 

Secretarial   and   business   vocational'    . 40,000 8 000 
bookkeeping 3 000 f.OO 
Secretarial   science      17.0(H) 7,400 

II ade industrial   vocational'1     12.250 2 500 
Drafting        700 "100 
l'uundi),     shcetmelal     uoik     and 

paltern    making      | so 50 
Engine   mechanics,    welding   and 

machine-shop   practice     6,800 | ,400 
llectricity,   electronics  and  sound 2,100 400 
Wood pattern and cabinet mak- 

ing   and    building   construction 2.000 400 
Printing        200 50 
Industrial   ceramics        300 100 

" One- to  two-year com ses 
'' lour-  to  five-year courses 

'  Six-month   to   two-year   post secondai y   courses. 
11 Four-year secondary courses or two-year post- 

secondary courses. The projections include only graduates 
of public vocational schools. Fxcluded are graduates of 
short opportunity courses offered by private and public- 
schools. 

VIII.    DEVELOPMENT OF MAJOR INDUSTRIES 
TABI i;    10     PRODUCTION   cvpvcnits   or   SF.I ICTED 

MANLTAÍ II KINCJ   IMÌUMRIIS   IIV   l'RODUCI,    1958-1964 

,    , '•/ /Wir. n„n 
'"''"••'''  "Id l<i,.úmt In,«, ,,„>,,.,;, /.„„ 

I ( vrumks 

I Refractory and fire- 
brick structural clay 
and sanitary ware 
a. Firebrick 4        1 million      pes./yr 
b. Sanitary  ware        2 305.0(H) 
c. Structural clay        2        2,753,000 

2. Mosaic, vitrified and 
glazed tiles, and in- 
sulator manufactures 
a. (¡lazed and vili i- 

flct1   liles 2      17,7(H),(MIO     pes.  yr 
3. Dinnerware    manii- 

facluies Í    602>0(H),(HH)     pes./yr 

II.      Chemical processing 
industries 
1. Caustic  soda 6 15,000     mf/yr 

2   Polyvinyl chloride I 6,000 
3. Acetic acid | j 350 

4. Milk compound I 850,000     lb yr 

5  fVhide ' IO.0W)     mt/yr 
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III (lieniital   jertilizers 
1    Mixed   fertilisers 2 128,000 nit/vi 
2.   1 ripie Miperphosph.il 48.100 

3. Urea 1 67,500 

4   Aninioniuni  sulphate 4 540,000 

IV 1 Imir 6 290,000 nit yr 

\ Iron   and   .stfei 
1    Melting  ¿mil  rolling 

plants 5 21 1 000 mt/>i 
2    finishing   plants 

a   dalvaiiizing plants S 210.000 ml  >i 
b.   Tinning plants 1 72.000 
e. (olii   rolling  mill 1 120.000 
d. Tube    and    pipe 

mills 2 34,000 

\l leather   tannini; 14,0(10 thousand sq fl 

\ll Milk   ¡nIH t:\.\hin 
1    Holding   plants 6 22.256 thousand kg 

J   Canned    evaporateli 
milk 3 367.897 thousand ke. 

MM /'i ¡ialt uni   refinery 4 106.000 bis   day 

IX I'hwiHid   nini   i eiieer 
1    Plywood 21 3 2 million sq ft  day 
2. Veneer IO 2.5 million 
3   lumber                      266 3.3 million bft day 
4. log                             381 2.6 billion bf/year 

X I'nlp and paper 15 140,000 mt/yr 

M. Hubber  manufacturai 

'..   1 yres 3 501.4 70 pes. yr 
2. Camel   baek 3 1,597.160 lb 
3.   lubes and  repair 

matei iuls X 1.87 3,346 pes 
•1    Heels 1 996.300 pes 
s    Solili;'  slab 1 Is 8.400 pes 
(i.  1 an   bells 1 (1.050 pes 
7    Kadiation   hose 1 122.400 pes 
8. Bicycle   lyres 1 2 70.000 pes 
y. Rubber   bands 1 642.000 lb 

10. Rubberized    sheet- 
ings 1 255.000 pes 

11. Moulded rubber 1 27.0(H) kg 
12. Reeapping 1 90.000.000 kg 
13. latex foam product > 1 30Ò.000 kg 
14. Rubber shoes 1 3,000,000 pes 

Ml Textile   industry 
1. Integrated textile 

mills 14 340 million yd  yr 
2   Weaving and finish- 

ing 1 6 million •• 

.Sunn e:    National   Economic Council 
Program  Implementation  Agency 

IX. MEASURES TAKEN FOR STANDARDIZATION 
AND QUALITY CONTROL OF EXPORT OF 

MANUFACTURES AND SEMI-MANUFACTURES 
(a) Republic Act No. 4109 — an act to 

convert the Division of Standards under the Bureau 
oí Commerce itilo a Bureau of Standards to provide 
for the standardization and/or inspection of products 
and impoits of the Philippines and for other purposes. 
The text of the act is as follows: 

Section /. The Division of Standards under the 
Bureau of Commerce is hereby converted into a 
Bureau of Standards under the Department of Com- 
merce and Industry. 

Section 2. The Bureau shall have as its head a 
Director  of  Standards  and  two  assistant   Directors, 

one lor technical mailers .uni the othci tur ad- 
ministrative mallets, who sliall be appointed by the 
I'icsidcnl of the Philippines with ihe consent of the 

Commission on Appointments. l'hue shall be in 
the Bureau such ollicials and employees to Iv ap- 

pointed by the Sectetary of Commerce and Industry 
as may be neccssaiy lo carry out the purpose of 

litis act: piovuteti, thai pei sound of the Bureau 
whose dunes and functions arc lechuical in natine 

shall be exempted from lire opcialion ol lite Watv 
and   Position  Classification  Otlicc. 

Section J. Ihe Bureau shall have charge of the 
establishment of standards for, and inspection of. all 
agricultural, finest, niiiiu.il. li-lt, industrial and all 
other producís of ihe Philippines for which no 
standards have as vet been fixed In law, esecutive 

oidcr. rules and ululations; and the inspection and 
cerliiicalion of the quality of commodities imponed 
into the Philippines, to determine the country of 
origin of the articles which are ihe gtowth, raw 
materials, manufacture, process, or produce, and to 
determine it they satisfy the buyer's or importer's 

requirements or specification for domestic consump- 
tion; and to prohibit the discharge and or release 
of any articles which arc the growth, raw materials, 

manufacture, process, or produce of countries without 

trade relations wiih Ihe Philippine (iovernment. 
Physical, biological and or chemical tests or analyses 
necessary for the examination til pioducls under the 
provisions of this act may be undertaken in any 

branch of the Government having facilities for the 
purpose until such time as the Bureau may have 
its own facilities. 

Section 4. Subject to Ihe general supervision and 
control of the Secretary of Commerce and Industry, 
the Director of Standards shall possess the general 
powers conferred by the law upon Bureau chiefs, 

and the following specific powers and duties which 
he may perform personally or through his duly 
authorized   representatives. 

(a) Under such rules and regulations as the 

Director of Standards may promulgale which the 
Secretary of Commerce and Industry musi apptove 
within one year, to establish standards for the pro- 
ducts within the purview of section three of this 
act; to inspect in order to sample and determine 
the standards of said products, and to certify the 

inspection  and standard thereof; 
(b) Betöre the government, including govern- 

ment owned or controlled corporation, makes any 
purchase of any oí the products within Ihe ptnview 
of section three of litis act, and or the producer, 
manufacturer and/or dealer offeis for sale any com- 
modity which affects the life, health and property of 
the people, to inspect and sample in order to deter- 
mine if, and to certify that, the products satisfy 

(he requirements as to kind, class, grade quality 

or standard in accordant- with the provision of 
sub-sect ion   (a!  above; 
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(e)     Beline the f\|v.italion or  shipment abroad 
«•>»  "">•  *>t   .h, products u,,hin „,,  pu|vji.u. ()(. 

h-ev   ol    Uns   ..cl.   foi   which   no   standaid   |lad   or 

"ispcu IK- sample ln orik., U) ik.lCimi f 

cer.ily that, .he whole shipment satisfies the bmc, 
<>' "»porters u-.,uircinciils as u, kind, class ,,'adc 
qual.h or standard Shipments «hid, arc no, sUiuh 
•"ui/cd hut conio,,,, la the buvc. \ or imnoite.\ 
requirements shall, Innube,, havcthe., correspond,,,, 
customs or shipping papers ,„ documents st.mnvd 
conspicuouslv Wit!, the caption no. unde,Government 
coniniodiu standard,/,,,,,,,,' and ,„av lv ,ele.,sed In 
ine Collector of Customs „i acco.Janee with the 
existing   l.iriir and  Customs   I .,ws. 

.„ ... Ul) lk>1"^ ''"> '•«'innn.diiv imponed into ,l,e 
l..lipp.nes ,s d,sj,,,r,j ¡¡n^n released In ,„• 

»ureal, ol ( uston.s, ,o „„peel su,h coinmodiiv ,„ 
«•rué, to sample and dele,.nine the county u| oh,,,, 
«nere the a,Heles are the growth, raw' materials 
manufacture, process or produce, and to certifv th,„ 
the whole sh.pment satisfies the local buyer's or 
importers retirements as to kind, class. »[M\¿ qualilv 

or standard which mav be indicated on the corres- 
pond,,)^ customs or shipping papers or commercial 
doeuments; pioMdcd. hmu-ut. thai impoiis which ire 
not   show,,   ,„   be   covered   l,>.   „,   do   „ol   confo,,,, 

i k H "' S l"' ""l10lk'lv isMUiien.cnls. shall be 
labelled or stamped conspicuously «ith the caption 
do not conform to buyer's or importe,\ specific,- 

lions': provided further that imports ol a,,v anieles 
which a,e ¡he growth, taw materials, manufacture 
process o. p.oducc ol countries wherein the Philip- 
pines has ,,o trade agreement shall he confiscated 
and/or  se,zed at  the  disposal   ol  the   Government. 

(O     Tu   fix   and   collect   fees   for   the   services 
of    inspection   and    certification   of   inspection    and 
standard,   and. or   testing  or   analyzing   samples   .„id 
cerhhcalion   ol   tests   o,   analvsos,  ami  other services 
the   natine   ol   which   ,cqmus   seuni,he   and ,„   tech 
uological knowledge and skill. 

(I) To take testi.in.il> or évidence on matters 
<>l oll.cial business relating to the exercise of his 
powers, the perlormancc of his duties, and the -i- 
eomphshment of the purpose of this act or any 'Òf 
tie rules and regulations promulgated in accordance 
therewith. 

(J!) To initiate ami unde,take olficial invest,..,. 
Mous to determine the nature of o.L.;.,„/alion and 
business methods of anv entrepreneur, person cor- 
poration, association, partnership or firm encaiied in 
the manufacture, marketing and distribution of the 
products within the purview of section three of this 
act: provided, however, that this power shall he 
exercised only in connection with any known o, 
reported violation of anv provision of thi, ,ct or 
non-compliance with .,„> ,ule o. regulation promul- 
gated   in  accordance   theiewith 

INIHSIKIW     ..HIIOI-MIN,,    ,N     VS. V     VNI,    „„      ,U(    , As, 

Section*. Anybody who fail, or refuses to com- 
Pl> «"It ;• legal summons ,„ subpoena, or suopocna 
'/"•''v «v«m. ol the Directo, of Standards or his di.U 
•'»ll'o../ed agent or iePu se„,a„vc. or refuses .0 he 
XWUI" '"• ',,ior "' !'"'»« tes.in.onv o, refuses to 
;'"^',    pertinent   question.    0,    ,:vcs   false   or   m,s 
ll;ullM-e d;i,a '•,' '»lo.mat.on o, w.llul concealment 
ol "lateral laet ,„ anv inve-h,.„,o„ made pu,suant 
o subserous (e). ,di. ,ei. ,|,. .ind (J,,, „,s,clion 

U• »»« "^ ^'1. sh.'H le punished by imprisonment 
¡'I not less than two o, nun,- than six months and 

7 '' lnk' ot no1 '^ 'I..,., live hundred nor n,o,e 
tl'iin one thousand pesos .,„d deportation il he is ,„ 
•'lien, alter seiving the entire period ol his imprison- 
ment; provided, however, that, if the |a|se or mi. 
leading data or inloimaHon shall have been ••ivcn 
under oath, the maximum penallv lo, rivinti 'hK- 
testimony   shall  be  imposed. 

.S<v//.'H  ft.     No  customs   lM,o,t   cnlIA<   impor, 

nitrv.   declaration,   releas,    certificate.   ,„,,„,lcst    clear- 
ance, import pern,,!, o. permit to ship abroad and-or 
discharge   shall   be   issued   for   anv   of   the   products 
within    the   purview   of   section    three   of   this   act 
:md or   imported   commodity   unless   it   is   lust   in- 
spected   in   accordance   with   the   provisions   of  sub- 
sections   ,b),  (c).   (d,    and or   (c)   of section four 
o.   «'»is   iicl;  provided,   how.ver.   that   no   product   ol 
tne    Philippines    lor   which    a    standard    has    been 
established   and   promulgated   b>    virtue   of   this   act 
shall   be   sold   and-or   disposed   of   in   any   manner 
and'or  exported   unless  and   until   ,ts  standard  shall 
have been certified by the   Director of Standards or 
his duly  authorized representatives  as conforming to 
standards set lor either for   local distribution  and or 
f<" expo,,; provided, further, that no such certification 
shall   be   required   upon   application   under   oath   by 
the manufacturer and or  exporter to the Director of 
Standards that the shipment  is ,„ small quantity and 
the  product  is  not   for  sale   but  for   private   use or 
consumption   onlv      It   shall   be   the   duty   and   the 
»esponsibih.y of all  collectors  of customs  to  enforce 
the  prohibition  on   the expo.talion   and or   importa- 
tion ol  any product hereinabove referred to. 

Section 7. Any public ofiicial, employee, indivi- 
dual, corporation, association, partnership, or firm 
ahceting or abetting the shipment abroad and/or 
facilitating the discharge or distribution and/or sale 
tor domestic consumption of any product in violation 
ol any ol the provisions of section six of this act 
«" any rules or regulations issued therewith, shall be 
punished by impiison.nent of noi less than six 
months nor more than two years and by a line of 
not less than one thousand nor more than five thou- 
sand pesos, and deportation if he is an alien after 
serving the entire period of  his imprisonment. 

Whenever the violation is committed by a cor- 
Porauon association, partnership, or firm, the Presi- 
dent and each one of the directors or managers of 
said corporation, association, partnership or lìmi who 
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h,m have knowiinrlv permitted or failed to prevent 
:h. commission of s.iid violation sh;ill he held liable 
i-   pnncipals  thereof 

In   case    the    olii nder    is    ,i    naturalized    citt/-.-ii 
Ili   --li,ill,  in   addition   In the   penally  prcsciihed  heu in. 

iitlet  ihe  pcnaltv  ol  cancellation of his  natiiiali/alion 

t erlitte.He   <md   such   rcgistiation   in   the   civil   registry 
.nul immediate deportation. 

In   ease   the   violation   is   committed   In.   or   in 
h'' interest of a foreign juridical person duly  licensed 

to engage  in  husmeas in the  Philippines, such  license 
i.i   engage   in   business   in   the   Philippines   shall   im 
Mu-di iielv   he   revoked 

II   the   oHendei    is  ,¡   public  oflieci   01   emplo\e. 

li    shall,   in   addition   to the   penalty  of   impnsonnunl 

nul  line   prescribed   herein,   he   dismissed  from   ofliec 
ml perpetually disqualified from holding public office 

Sec/ion <S. The Division of Standards under the 
liiiieau of Conimene is hereby converted and its 

peisonnel. appropriations, and share in the appro- 

priations of the Bureau of Commerce funds, furniture, 
equipment, properties, supplies, records, assets and 

'lahil'ties are hereby constituted to the Bureau: and all 

powers conferred upon, and all duties, functions, and 

icibitics assigned to the said division and to the Direc- 
tor of Commerce bv virtue of the provisions of sections 

one hundred fiftv-five. one hundred fìftv-six and one 

hundred forty-seven, together with the execution and 

enforcement of Commerce Administrative Orders on 

Standardization and inspection of Philippine products 

alreadv promulgated in accordance with the provisions 

'•i the said sections of the executive order, are hereby 
M msferrcd to the Director of Standards. 

Section 9. In addition to such funds and appro- 
priations as mav be transferred to the Bureau as provid- 
ed in section eight of this act. there is hereby appro- 

piiated. out of any funds in the National Treasury not 

otherwise appropriated, the amount of one million 
pesos for the salaries, wages, sundrv and other expenses, 

furniture and equipment of such personnel of the 

Bureau as will be needed and required to cai tv out the 
purpose of this act. 

Section 10. Twenty-five per centum of all re- 
ceipts and collections accruing from the enforcement 
of this act and the rules and regulations on inspec- 

tion and cci ti lieu te of inspection and standard shall 
he set aside and be available for disbursement for 

salaries, wages, sundry and other expenses, furniture, 
md equipment of such additional personnel as may 
be needed and required to intensify or extend the 

activities and services of the Bureau. Any amount 
thus set aside, or so much thereof as may be needed 
for the extension of activities and services, shall be 

itemized in the special budget to be approved by 
the President upon recommendation of the Secretary 

ol Commerce and Industry: and any such special 

budget  thus   approved  shall   Ite  incorporated   in   the 

draft of the regular budget for the ensuing fiscal 
u''" l<" llie consultation oí the Congress in its 
tegular 01 special session. lantemi/ed and imex 
pended bal.mees of amounts thus set aside shall he 
i ¡miniativi tioin \e.ii to vcai and shall constitute a 

•'l1lVI;i1 t"1"1 ' ' '>' '.'IK.I the Philippine Standardiza 
bon and Inspection I'und" lo be used toi the 
puiposes herein staled, and foi such other aims and 
projects as mav rendei the services of the Bureau 
ell'kient   and effective 

Sedani il. All acts, executive orders, adminis- 
trative orders and proclamations or parts thereof in- 
i «insistent with anv of the piimsions of this act are 

heieby repealed or modified accordingly If and pari 

ol this act shall, for anv icason, he adjudged by any 
court of competent jurisdiction to be invalid, such 

judecment shall not affect the remainder thereof but 

•hall be confined in its operation to the part directly 

involved in the controversy in which such judgement 
shall have been rendered 

Section I? Fffcctivitv. This act shall take 

effect upon ils appunal.    20 June 1%4. 

(a) Commerce Administrative Order No. 9. 
dated 24 January 1953 - - standardization and inspec- 
tion of button blanks, and other purposes 

(b> Commerce Administrative Order No 10. 
dated 19 .lamían I9S4 standardization and inspec- 

tion of hemp situares and hemp rues, canton squares 
and canton rugs, and other purposes. 

(c) Commerce Administrative Order No II. 

dated 20 January 1955 standardization and inspec- 
tion of finished buttons   and other purposes 

(d) Commerce Administrative Order No 13. 

dated 17 Aucust 1955 standardization and inspec- 
tion of Philippine-made hats, and other purposes. 

fe) Commerce Administrative Order No 14 

dated 3 Acri! 1956 - standardization and inspection 
<if shellcraft, and other purposes. 

(f)     Commerce   Administrative   Order   No.    15, 

dated 31 January 1957 — standardization and inspec 
tion of bamboocraft, and other purposes. 

ig) Commerce Administrative Order No. 18, 

dated 21 October 1957 — standardization and inspect 
of buri cloth (saguran). and other purposes. 

(h) Commerce Administrative Order No. 19, 

dated 8 April I960 — standardization and inspection 
of placemats, and other purposes. 

(i) Standard Administrative Order No. I. dated 
|9n4 -- standard rules and regulations on the inspec- 
tion of standardized Philippine commodities, and for 
other purposes. 

(j) Commerce Administrative Order No. 23, 
dated 8 November 1962 standardization and inspec- 

tion of Philippine handmade embroideries, and other 
purposes. 
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X.    MEASURES FOR ACCELERATING INDUS- 
TRIALIZATION, DIVERSIFYING MANUFAC- 

TURING AND PROMOTING EXPORTS OF 
MANUFACTURED PRODUCTS 

a.   Broad strategy of action 

The more important bromi actions proposal for 
accelerating industrialization arc as follows: 

( 1 ) The rehabilitation of existing enterprises, 
particularly ¡hose that were adversely affected by the 
institution of decontrol measures, through the assistance 
of anticipated foreign investments with the probable 
enactment of an investment incentives law. Increase 
"Í tariff protection under an omnibus tariff measure 
designed to simplify procedures regarding requests for 
tariff revision under the flexible tariff clause. Efforts 
toward strengthening the implementation of tariff laws. 

(2) The relaxation of industrial ('mancini; re- 
gulations through the revision of credit policies by 
government  financial insti'ulions. 

(?) The co-ordination of governmental de- 
velopment services, particularly those concerned with 
infrastructure, which includes highways, irrigation, 
water supply and power, in order to expand industrial 
productivity The establishment of integrated steel 
'mills and the exploitation of nickel deposits in the 
Surigao mineral reservation. 

With regard to the diversification of manufactur- 
ing activities, the Government proposes to adopt the 
dispersal method of plant location and the establish- 
ment of industrial estates where transportation, ore. 
power, manpower, and fuel can be brought together 
for effective use The economic objective of this action 
is to spread out the benefits of industrialization from 
the industrial centres to the surroundine consumer 
areas, where increased commercial activity would 
eventually result 

To promote the exports of industrial products, it 
is proposed to provide certain incentives, among which 
will be exemption from tax for raw material imports 
necessary for the manufacture of finished products in- 
tended for export, and a comprehensive tax exemption 
for new export manufacturing products. In addition, 
it is proposed to formulate a programme wherein idle 
labour will be more fully utilized in the manufacture of 
export products through a higher minimum wage level. 
Similarly, the Government, in its desire to promote the 
exportation of industrial products, intends to develop 
export markets abroad. 

b.   External assistance needed 

1.    Joint ventures 

The concept of joint venture industries, as a means 
of remedying the smallness of the domestic market, is 
one that has been seriously considered by the economic 
planning agency during the last five years.    It is not a 
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simple matter, however, in view of the fact that the 
products and natural resources of the Philippines arc 
practically identical with those of nciehbourinc conn- 
tries. 

In the initial stage of study, tin- three ASA coun- 
tries (Malaysia, the Philippines and Thailand) were 
considered with a view to forming joint ventures in the 
establishment of industries. lately, the SFATO mem- 
ber countries have proposed not only joint ventures in 
industry but also co-operation in trade. The more the 
matter is studied, however, the more complicated it 
appears. The principal difficulty seems to relate to the 
identtlK-alion of the type of industry that the countries 
could develop together for the common good. 

The Philippine planning group is considering the 
domestic cement and chemical industries as possible 
fields for joint ventures with Pakistan and Thailand, 
since the Philippines appears to be more advanced in 
these manufacturing sectors than the other two coun- 
tries. The ventures could be undertaken on either a 
bilateral or a trilateral basis, whichever is the more 
convenient. 

2.    Manpower surveys and training 

The National Science Development Board has a 
proposed project to survey technical manpower in the 
country. The Board proposes to have the project con- 
ducted by an agency, such as the UP Statistical Center, 
on a contractual basis. External aid from the United 
Nations or other agencies could be helpful in this 
project. 

Several surveys have been conducted to determine 
the training needs of the country. The results of these 
investigations only indicate general trends, however. 
They merely state that the needs are centred on voca- 
tional trainine and technical skill. Tnc reports fail to 
identify the fields of vocational trainine and technical 
skill that arc really required. A foreign aid assisted 
project in this field might perhaps be of value. 

The country requires vocational training in 
ceramics, carpentry, mechanics, foundry work, wood 
working, plumbing, crane operating, electrical work, 
welding, printing, blacksmithing, tinsmithing, and the 
like. Training is also required in the following fields 
of technology: metallurgy, chemistry, steel rolling, elec- 
trical engineering, chemical engineering, mechanical 
steel furnace operating, foundry and metal-shop en- 
gineering, electroplating, cleetrorefining, machine and 
hand-tool engineering. 

In the vocational fields, six to twelve months' 
training would be required, and about 5,800 trainees 
may be enrolled. 

In the case of technical manpower, a large number 
may be required, considering the diversity of industries 
needing such skills. At least one year would be needed 
for this training. 
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Facilities for vocational and technological training 

in the country :irc very limited, especially for in-plant 

trainili}:. 
Several universities and colleges in the country do 

offer technological courses leading to the degree of 

bachelor of science in chemistry, physics and various 

helds of engineering but the courses offered in these 
institutions are seldom geared to the demands oí in- 

dustry    As a result, these colleges turn out graduates 

0 ho are unable to acquire employment and who there- 
tore drift  to unrelated and  unrewarding occupations. 

1 his is where further training in specific fields is re- 

quired. 

3.     Institutional support for entrepreneurs 

Government-owned financial institutions and pri- 
vate banks provide the main institutional support to 

entrepreneurs in the country. Foreign exchange 

availability is very limited, however. 

4.     I:.\ ports to developed ion/Dries 

The Philippines is exporting manufactured goods 
to developed countries. The United Stales is the 

largest market for Philippine cigars, veneer, plywood, 
vegetable oils, lumber, and so on. Philippine textile 
products arc also exported to developed counliics. 

Annex  A. 

Lilt cf Philippine Industrial Surveys, 1953-1965 

I«»h5 hood Pioccssing and   Preserving 
Industry 

Cement Imlusiiv 

f.V-l,   , 

IMA 

(\rngtitfhii ii! 

IMA 

I w»s Motor Vehicle Assembly Industry 
Marketing  Study 

IMA 

1965 

l%s 

Motor Vehicle  Assembly  Industry 
Financial Study 

Pulp and  Paper Industry 
Demand and Supply Analyses 

PIA 

IMA 

Historical   background 
Historical demand for  and  supply of pro- 

cessed meat, fish, fruit and vegetables 
Prospective demand and supply 
Industry capacity and  capacity   utilization 
Industry outlook 

Cieneral information 
Identification of  intuisti \ 
Problems 
Prospects 

Demand  and  supply  analyses 
Technical analyses 

Production  processes 
Fconomic size of plant 
I abour requirements 
Utilities 
I ocation 
Major machineiics 
Raw materials 

Financial analyses 
Composition of assets 
Financing of assets 
Profitability 
Analyses of selected  linns 

Management analyses 
Ownership 

Historical background 
Historical demand ami supply analyses 
Prospective   demand   and   supply   situation 
Marketing aspects 
Used car market 
Some financial aspects 
Prospects and problems 

Size of industry 
Composition of assets 
Sources of financing 
Profitability 
Inventory turnover 
Collection period of receivables 

Historical background 
Historical demand for and supply of paper, 

aggregate and type of paper 
Prospective demand and supply 
Industry outlook 
Demand and supply analyses of pulp 
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1965 

INDUSTRIAL   DEVELOPMENTS   IN   ASIA   AND  THE   EAR   EAST 

Appliance Industry 
Demand  and Supply   Study 

PIA 

I 965 

1965 

financial Statistics on Selected 
Manufacturing  Industries  in 
the Philippines 

(cement,   wheat    flour,    pulp 
paper,   filled   milk,    plywood 
veneer, and  glass  industries) 

Status Reports of Selected 
Industries 

I'lA 

and 
and 

PIA 

1964 Milk   Processing  Industry PIA 

1964 The  Filled   Milk   Industry 
(Financial Study) 

PIA 

1964 

1964 

1964 

The Philippine Embroidery and 
Garment Industry 

A  Feasibility Survey of the 
Hydraulic Control  of  the 
Laguna de Bay Complex and 
related Development  Activities 

The  Philippine Coconut   and 
Sugar Industries 

IXT 

UN 

NEC 

Laguna 
Rizal 
Manila 

Historic.) I  background 
Historical    demand    and   supply   analyses, 

aggregate  and  by type of appliance" 
Prospective   demand  and supply  situation 
Pricing structure 
Distribution channels 
Geographic distribution 

Condensed balance sheet 
Condensed income statement 
Statement of cost of goods sold 
Selected financial relationships 

Status reports of the following industries: 
Animal feeds 
Soft drinks 
Knitting mills 
Fertilizer 
Glass 
Rice milling 
Corn milling 
Sugar milling 
Cocoa, cholocatc and sugar confectionery 
Distilleries 
Wine 
Breweries 
Cigar and cigarette 
Rubber tyres 
Basic chemicals 
Coconut oil 
Petroleum refineries 
Pottery,   china and  structural clay 

Historical background 
Historical demand and supply 
Prospective demand and supply 
Nutritional   requirement 
Consumption pattern 
Raw material  supply 
Marketing system 
Movement of retail prices 

Size of industry 
Sources of financing 
Investments 
Cash position 
Collection  period of receivables 
Inventories 
Profiability 
Disposition of net profit 
Break-even  point 

Historical background 
Mechanics 
Geographical distribution of establishments 
Capital investment 
Export picture 

and    financial 

Background 
Technical,    organizational 

aspects of the project 
Role of the Government 
Benefits to be derived 

The Philippine coconut industry 
Local production 
Coconut products and by-products 
Foreign exchange earnings 
Domestic price trends 
Philippines' share of the world market 
The world fats and oil situation 
Influence of trade policies on trade 
The   situation   under   the   l.aurel-Langley 

Agreement 

à 
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19M       Rice: Facts and Figures NEC 

!964       Foods in a Developing Economy NEC 

1%3      Wheat Flour  Milling Industry 
Demand and Supply  Analyses 

1963       Textile Industry  Demand 
and Supply Analyses 

PIA 

PIA 

1963       Pulp and Paper Industry 
Financial Study 

PIA 

1964       Plywood and Veneer  Industry 
Demand and Supply Analyses 

1964      Textile Industry 
Financial Study 

PIA 

PIA 

1964      Leather Tannin« Industry 
Demand and Supply  Analyses 

PIA 

Philippine sugar acreage and production 
Number  and  distribution of  centrals  and 

mill districts 
Sugar quotas and their allocation 
Milling    capacity,    quota    allocation    and 

production relationship 
Market  for  Philippine  sugar 
Quantity anil value 

Rice importation 
Philippines goal — self-sufficiency 
Attempts at solution 
Area classification and productivity 
Fertilizer application 

Food situation — per capita 
requirement and supply 

Meat and milk production trends, imports 
and prices 

f'roblems and  prospects 

Demand 
Production 
Capacity 
Importation 
Outlook 

Industry structure 
Growth of the industry 
Current  trends and development 
Marketing of textile goods 
Historical  demand and supply 
Prospective demand and supply 
list of existing mills, (spinning, weaving, 

finishing, cotton and synthetic textile 
mills, knitting, hosiery and thread mills, 
twine manufacturers and fish net 
manufacturers) 

Size of industry 
Historical background 

Income statement 
Profitability 
Break-even point 
Investments 

Sources of financing 
Dividends 
Various financial relationships 
Export  and  domestic  prices of  Philippine 

sugar 
World     sugar    consumption,     production 

and prices 
Laurel l.angley Agreement 
Prospects 
Recommendat ions 

Historical background 
Domestic demand 
Export market 
Production 
Projected demand and supply 
Outlook 

Size of industry 
Sources of financing 
Investment 
Working capital 
Profitability 
Return on stockholder's equity 
Projected cash flow 
Other financial relationships 

Historical background 
Historical demand and supply 
Prospective demand and supply 
Outlook 
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i%: 

Appliance Industry 
financial Study 

PIA 

r>M I nod  Presenilis and  Processing 
Industry  Financial  Study 

PIA 

l'»M loh  Machine Shop, General  Repair 
Shop   and   l-'oundiy   Plant   —   A 
Feasibility Study 

I'"'1 Mright    Prospects    Ahead    for    the 
Iron   and   Steel   Industiy   in   the 
Philippines 

l%3        Survey   of  Commodity  Flow 

l%3 

ll)( 

MW 

PIA PC 

Report  of   lop Management IIX/APO India 
Study  Mission Philippines 

Japan 
China 

Academic   and  Research   Participa-       AID 
tion   in   the   Philippine   Atomic 
Fnergy Programme 

Industrializing    at    the    Grassroots        All) 
level  in the Philippines 

Present   Status of the  Cement UK 
Industry   in  the   Philippines 

Indocliination  and  Tiaiuing   in   the        All) 
Biological  t'ses of  Radioisotopes 
as    a    part   of    the    Philippine 
Atomic   Energy  Programme 

Bamboo for Pulp and I RPI 
Paper Making 

Agricultural Fibre and Grasses  for        I RPI 
the Pulp and Paper Industry 

Provincial Industrial Survey Reports       I Dr 

I%1        Prospects of Nuclear Power in the       IAEA 
Philippines 

Sulu 
Antique 
Aklan 
Abra 
Bataan 

Luzon 
Grid 

Basic financial statistics 
Size of industry 
Investment 
Cash position 
Collection of receivables 
Inventories 
Profitability 
Sales of break even point 

Basic financial statistics 
Size of industry 
Growth of selected firms 
Sources of financing 
Investment 
Cash position 
Collection of receivables 
Inventories 
Profitability 

Raw material 
End use of the product 
Capital requirement 
Estimated annual sales and profits 

Survey of raw materials and resources 
Feasible iron reduction processes 
Use of bunker oil as a substitute fuel 
Utilization of black sand for beaches 
Competitive position of sponge iron 

To determine the flow of commodities 
between different regions of the country 

Inventory of the types of cargo transported 
by land, sea and air in the country 

To survey and study the different aspects 
of management within Asian countries 

Top management, its growth and develop- 
ment in India, Philippines and Japan 

Historical  background 
Geographical distribution 
Domestic  production 
Employment 
Foreign trade 
Analysis  and recommendation 

The  sulphate  and  sulphite  processes 
Equipment for bamboo paper making 

Good paper-making materials 

Historical background 
The province and its people 
Present economic development 
Natural resources 
Recommendations 

To present an analysis of the prospects 
of utilizing advantageously a relative- 
sized nuclear power plant in the Luzon 
Grid in the late I960'» 

Present structure of power demand and 
supply 

Energy resources 
Alternative power-supply programmes 
Future trends in fuel-oil prices 



A COUNTRY STUDY ON  THE  PHILIPPINES 235 

1961 

1961 

1961 

1961 

1961 

1961 

1961 

1961 

1961 

Status of the Philippine Paint 
Industry 

What New Industries Mean to 
Commodity Life (Economic De- 
velopment of Makati, 1955-1960) 

Studies on Coir and Coir Products 

The Development of a Favourable 
Investment Climate for Industry 
in the Philippines 

Basic   Guides  for  Starting or 
Expanding a Business 

Economics  of  Mineral   Resources 

Logging Waste Study 

1961       Report on the Tobacco Industry 
in the Philippines 

1961       Second Survey of the Industrial 
Chemicals of the Philippines 

1961       Status of the Meat Products 
Manufacturing Industry in the 
Philippines 

1961       Provincial Economic and 
Industrial Survey Reports 

IDC 

IDC Makati 

1961        The  Fruit  and  Vegetable Canning       Iix 
Industry in the Philippines 

The   Synthetic   Resin   Industry   in       IDC 
the Philippines 

Pilot  Plant Project  in the 
Philippine  Garment  Indusrty NEC 

IDC 

ICA 

NEC/ICA 

UM 

FPRI 

IDC 

IDC 

IDC 

Rasilan 

IDC Batangas 
Agusan 
Bastian 
Colábalo 

Special consideration in building nuclear 
plants 

Nuclear fuel costs 
Generating cost of oil-fired and nuclear 

plants   compared 
Steps in the introduction of nuclear power 

Origin and growth 
Key statistics-number and location, distri- 

bution of the plants, employment, 
capacity, production, consumption, raw 
material   consumption   and   investment 

Technical data and information relative to 
the   manufacture  of  the   product 

To    estimate    the    economic    effects    of 
establishing  industries   in   a   community 

Industrial    development    ( I9SS |0f,(i)    ;,n,i 
its effects: 

demographic   giowth 
income 
community   lin..ricini:   and   credit 

facilities 
peace  and  order 
real   estate   development 
water  and  electrical   energy  consump- 

tion 

Historical  background 
Key   statistics   anil  other   information 
Problems 
Prospects 

Status  of  the  industry 

General industrial engineering and work 
methods design, pattern-making and cut- 
ting  room  sewing  and   finishing 

Components, uses, production 
Eist  of manufacturers 

Guidelines for foreign  investors 

Mining industry in the forties 
Post-war mineral development 
I cgislation  enacted 
Various surveys conducted with United 

States aid 

Ways and means of utilizing logging waste 
profitably 

Origin and growth 
Key statistics 
Problems 
Prospects 

Background and growth  of  the  industry 
key statistics 
Selected  statistics of chemical   plants   1959 
Problems 
Origin and growth 
Key statistics — number and location dis- 

tribution of the plants, employment, 
capacity, production consumption, raw 
material consumption and  investment 

Technical data and information relative 
to the manufacture of the product 

Historical  background 
The  province and its people 
Present  economic development 
Natural   resources 
Recommendations 
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I960        An   Economic  Survey of  the 
I imay, Bataan Area 

lì DR. 
IP 

I imay. 
Rataan 

I9r»n        Charcoal   Briquetting  Plant IDC 

1960        Agricultural  Credit   and   Co- 

operative Finance  Administration 
NEC/ICA 

I960        The  Ready-Made Garment Industry 
m   Minglanilla. Cebu 

I960        Background   for   the  Study   of  the 
Socio-Economic   Aspects   of 
Agricultural   Products 

|9M>        Wheat   Improvement 

CDRC. IP Cebu 

AID 

AID 

I960        A Report on the  Industrial 
Possibilities of Jctafc Clay. Bohol 

I960        The  Fish and  Fish Canning 
Industry in the  Philippines 

1DC/NIST 

IDC 

Jctafe.  Bohol 

I anao del   N 
I anao del   S 
Biikidnon 
N    Vizcaya 
( Hga>an 
Misimis   (Ki 
Misamis Or 
/amh   del   N 
7amb.  del  S 
Isa hela 
Mindanao 
Samar 
Or.  M indoro 

lo chronicle economie change in a small 
rural area as a large industrial enter- 
prise  is  introduced 

l,i present a picture of I imay before the 
mining of the  Slanvac refinery 

Population 
Trade,   commerce   and   industry 
Standards  of  living 
( lovernment 

The   promotion   and   development   of   the 
charcoal  briquetting industry: 

economic   feasibility 
project details 
financial  requirements 
impact on the national economy 

Technical   guidance   and  assistance  to   the 
ACCFA   in   the   administration  of   gov- 
ernment     loan     programme    to    small 
farmers : 

supervision      and     development      of 
farmers 

co-operative     marketing    associations 
(FACOMAS) 

establishment   of   nation wide   market 
facilities  and   programmes 

Analysis of the   industry 
Process  of   production 
Marketing of garments 

Patterns   of   investment   capitalization,   or- 
ganization   and   labour   utilization 

Recommendations 

To   survey   potential   wheal growing   areas 
To  determine   their   suitability  as  regards 

soil, climate for soil cultivation 
To advise  and  assist   the Government   on 

adoption   of   more   modern   cultivation 
techniques,   introduction  and  testing   of 
improved varieties, and the development 
of  new   varieties   suited  to  local   soils, 
climate  and  other  conditions 

Study the economics of wheat production 
problems — past work and technical 
accomplishments  —  varieties, seeding  rate 

and  spacing  time  of sowing,  fertilizer, 
irrigation,    bread-making    quality    and 
d ¡vases 

Io survey industrial possibilities of some 
towns of Bohol in ceramic manufac- 
tures,  rubber  and  paper 

Status of the  industry 
Key statistics  of  the  industry 
Data   related   to   local   consumption 
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I960       A  Project   Study on Coconut  Coir       IDC 
Procedili-»   Plant 

ll>6il        Provincial   Industrial  Survey 
Reports 

IV59- 
19*0 

IIX 

T'M)       Mindanao   Area   Economic   Survey       IDC 
Based on  Preliminary Reports of 
Each Individual Province 

l^><>       Report   on   the   Third   Survey   of       IDC 
the Paper  and  Pulp Industry 

|9?9       Status of the   Pharmaceutical 
Industry  in  the Philippines 

1959       Ham and Sausage Making 
Industry   in   the  Philippines 

¡959       Plywood and   Veneer Industry 
in the Philippines 

1959       The Cement Industry 
in the Philippines 

1959       Survey on Cotton Battings 
and Waddings 

1459       Survey on the Total Local 
Production  of  Bicycles 

IDC 

IDC 

IDC 

IDC 

IDC 

IDC 

Bulacan 
N.   Ecija 
Pangasinan 

Misamis Or. 
Misamis Occ. 
Agusan 
Lanao  (N & S) 
Zamb.   (N&S ) 
Suriguo 
Davao 
Sulu 
Cotabato 
Bukidnon 

Directory of Key Establishments 
in the Philippines 

Status of the Textile Industry in 
the Philippines (Updated from 
1957 issue) 

1958       Investment in the Philippines 

NEC/ICA 

IDC 

USDC 

Type of project 
Raw materials 
Annual   production 
End  use  of product 
Capital   requirement 
Estimated   annual   sales  and   profit 
Profitability   of   the  project 

Historical   background 
The province am.  its people 
Present   economic   development 
Recommendations 

Description —location, size, characteristics, 
climate 

The   economy-basic,   imports   and   exports 
Economic properties 

1     Land products.   Mindanao Economic 
Dev.  Authority 
Education,   hotel   facilities  and  tourism 
Organization and planning 
Industrial  legislation 
Recommendations 

Status of the  industry 
Annual capacities of pulp and paper mills 
Estimated   pulp  consumption  and  requiie- 

ments 

Historical   background 
Geographical   distribution 
Domestic production 
Employment 
Foreign trade 
Analysis  and  recommendations 

Methods  of treatment 
Technical   aspects  of curing 
Bacon  and  sausage  making 

Growth of the  industry 
Key statistics of the industry 
Date   related   to   local  consumption 
Foreign  market 

Growth   and   key   statistics   of   the   local 
industry 

Technical  and  economic  aspects 
Availability  of  fuel  for cement  manufac- 

tures, competition 

Local installed capacity 
Users and  potential  users 
Market demand 

To determine the country's estimated 
annual requirements of bicycles, tyres 
and tubes (this was undertaken in 
connexion with the application of 
Marvex Industrial Corporation for 
dollar aid.) 

Listing of establishments by industry and 
by province  with  an industry 

Varied   aspects   of   industry   in   1959 

Historical   background 
Mass of statistics  and information 

Over-all  summary  of investment  situation 
Past  and   present   foreign  investment 
General background information about the 

country 
Some detail   with  some important   aspects 

of the country 
Detailed   information   concerning   taxation 

and some  aspects of Philippine  laws 
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1957 
11»58 

I9S7 

1957 

1957- 
1959 

1956 

A Guide for Organizing and 
Operating a Small Electric 
1'liliU   Company 

1958 A   Survey    and   Analysis   of   the 
Pulp and   Paper Industry 

1958        Stains of  the   Iron and 
Sicil  Indiistiy 

I95S Status   nl   the   t.lass  and 
( et amie  Industry 

1958        Abaca  Waste   as   Raw 
Material  for  Pulp 

1958 Sugar.   Cost   of   Production 
1959 study   in   the   Philippines 
1958        The   Leather   Training  Industry 

in the  Philippines 

Staili-,  of   the   Paint   Industry 
'ii  the  Philippines 

Establishment and Development 
of a  Dairy   Industry  in  the 
Philippines 

Report  of  the   Visit of Eindlay 
Miller Plywood 

Coltee  Roasting  and 
Grinding 

Swine and Poultry Improvement 
in the Philippines 

An  Economic  Analysis of 
Philippine  Domestic 
Transportation 

IC A/NEC 

NEC ICA 

MX 

IIX 

IDC 

UPC A 
IDC 
ICA 

IIX 

EAC 

Negtos Occ. 

IDC 

IDC 

ICA 
USOM 

SRI 

Kolainbugan. 
I anao 

To guide and assist private investors in 
the organization and operation of a 
small   electric   utility  company 

Electric   utility   organization 
Responsibility  of  management 
Records  and accounts 
Rates,   rules   and   regulations 
Operation   of electric  generating  plan 
( (instruction, operation and repair of 

electric   power  house 
Sales   plan 
Public   relations 

Status of  the industry 
Products 
Mill  operations 
Pulp   requirements 
Investments 

Historical  background 
Mass of statistics and information indicat- 

ing local progress 

Historical  background 
Mass of statistics and information indicat- 

ing local progress 

Abaca   materials of  economic   importance 
to the  pulp and paper industry 

Paper-making value of abaca 

Cost 
Confined only to the tanning of cattle 

and carabao hides using either the 
chrome   or  vegetable  tanning  process 

(¡rowih und present status, competitive 
outlook 

Historical   background 
Key  statistics 
Recommendation 

Improved methods for increasing the out- 
put   and   raising  the  efficiency   of   the 
dairy     cattle    industry    through    such 
measures as: 

stimulating    the   adoption    of    improved 
dairy     husbandry    methods,     establishing 
modern dairy cattle feeding, breeding and 
management    practices,   the   adoption   of 
plans for   improving the forage resources 
of  the  region 

Following-up survey report on production 
and equipment 

Methods 
Cost est'mates 

Poultry and swine programme 
Specialist  division and its programme 
Suggestions  and recommendations 

To provide information and recommenda- 
tions helpful to the NEC in formulat- 
ing legislative, administrative and finan- 
cial policies and measures designed to 
increase the contribution of the domestic 
transportation system to the economic 
development of the Philippines 

Action and  investment programme 
Demand for transportation — commodity 

flows   and  passengers  movements 
Domestic  water transportation and ports 
Land transportation — roads and motor 

vehicles, railroads 
Government role in transportation 
Air transportation 
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1956       Production of Virginia Type 
1959 Hue-Cured Leaf Tobacco 

195ft       Coffee and Cacao Development 
in the Philippines 

|9<¡fi 

1956 

Development of the Textile 
Industry in the Philippines 

UNTAB 

1956       Industrial   Research   and   Develop        NEC   ICA 
ment in the Philippines 

ICA 

IDC 
USOM 

Employment of  Migrant  Labour ICA 
(Sacadas) in the Sugar Industry       PDL 
in Negros Occ. 

Negros Occ. 

1955       Survey of the Knitting Industry IDC 

19S5       A Survey Report on the Production       DARN 
und Deposits of Salt in the Four 
I fading Salt Producing Provinces 
of the Philippines,  1954-55 

1954       Survey of Synthetic Rubber SSC 

1953       Industrial   Philippines —  A  Cross       PHILCUSA 
Section Chemicals and Chemical 
Products 

liulac.in 
C avite 
Kiwi 
Iloilo 

W       Industrial Philippines — Rubber 
Manufacturing Industry 

PHHCUSA 

W       Industrial Philippines — 
Glass Industry 

PHHCUSA 

2,V> 

Improvement of the quality of flue-cured 
Virginia type tobacco. In the introduc- 
tion of improvement in the various 
aspects of cultivation, earing anil fad- 
ing 

Background, objectives and piogtammc of 
industrial   research   and   development 

Relationship   to   économie   progress 
Picsenl   status 
I he   needs  of  the cornili; 
Recommendations foi a National Institute 

of   Indtisttial   Research   and   Tc\hnologv 
Potentials and outlook 
Development   in  the   Philippines 
Progress  and  accomplishments 

Background information on sources of 
supply, imports, consumption, cost and 
sales price, laboui. equipment, financial 
requirements 

Study   on  cotton   and   synthetic   textiles 
Problems 
Assessment   of  the  indiistty 
Recommendations 

Number   of   reciuilment   and   cmnlovmcnl 
conditions 

Earnings,   wage   rates   and   facilities 
Incidence of injuries among workers 
Recommendations 
Knitting hosiery   mills   in   operation 
Actual/potential   production 
Production   capacity   compared   to   require 

ment s 
Design  of  the  suivcv 
I'lodllClioil 
Maikeling  and  storage 
1 abotir  force/employment 
I inancial   requirements 
Historical   background 
Physical   properties   of   synthetic   lubber 
Importance 
l-uture 
Historical   background 
Recent development 
Brief description of a caustic soda chorine 

plant   (SUCiECO) 
l!se pattern 
Imports 
Characteristics  of  chemical   industries 
Inline  outlook 
Historical  background 
Post-war  development 
Use  pattern 
Import-export   relationship 
Status   —   ownership,    kind,    production. 

raw  materials  technology 
Financial fac'ors 
Labour and   vages 
Future outlook 
Historical   background 
Recent development 
Relative  size  and  importance 
Use  pattern  and  markets 
Import export   relationship 
Present status 
Processes  and  equipment 
Plant  capacity 
Production 
Raw  materials 
Employment 
Cost  of  production  and  competition 
future outlook 

J 
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1953 

1953 

1953 

1953 

1953 
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Industrial Philippines 
Canning Industry 

Industrial Philippines   
Fuels — Coal  and   Alcohol. 
Motor  IHcl 

Induslrial  Philippines    
Clay  and Ceramics  Products. 
Cement 

PHIICUSA 

PHIIC USA 

PHIICISA 

Industrial Philippines — 
Iron and Steel Industry 

PHIICUSA 

Industrial  Philippines 
Pulp  and   Paper 

PHIICUSA 

1953 Industrial Philippines — 
Textile Industry 

PHIICUSA 

195 3 

1953 

The    Pilot    Bast    Fibre    Spinning 
Mill  of  the  Cottage   Industry 
Project 

An Evaluation of the 
Philippine Programme 
for Cottage Industries 

ICA 

l( A 

Background and recent  development 
Relative size and  importance 
Import-export relationship 
Consumption  and  requirements 
Status of the industry 
Problems 

Development 
Import export  relationship 
Use   patterns  and  markets 
Coal   exploration   and   investigations 
Uses of ethyl alcohol as motor fuel 
1 he   molasses   export   market 
Problems and outlook 

Background  and  development 
Ownership,  control  and   investments 
Employment and payroll 
Location,  production  and  types  of equip- 

ment 
Raw  materials and  sources 
Technology of manufactures 
Cost  of  production 
Future outlook 

Background and development 
Size  and  importance 
Use  pattern and market 
Sources of iron and steel  imports 
Production of rolled  steel  products 
Prospects of the industry 
Philippine   raw   materials   for   iron   and 

steel  products 
Alternative  iron  smelting  processes   under 

Philippine conditions 

Background 
Pulp   and   paper   industry   in   government 

industrial planning 
Survey   report   by   Norwegian   pulp   and 

paper expert 
The Soriano pulp and paper project 
Importation 
Consumption  and  requirement 
Technology of manufacture of paper from 

bagasse 
Cost of production 
Employment 
Future  outlook 

Yarn  spinning and weaving 
Knitting 
Industrial   textiles 
The Bell Mission Report on the Philippine 

Textile  Industry 
Comments   and   recommendations 
Status and progress of textile manufactures 

in selected countries 

Comments and recommendations 

Philippine national plan 
Specific goals 
Contribution   of   technicians    from    the 

United States and the United Nations 
Capital, credit and marketing problems 
Potential  markets abroad 
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Annex B. 

A Litt of Surveys, Studies and Reports on File at 
the Mining Division of the Agency for 

International  Development 

\ukel — Laterite 

1. Preliminary Repor. on the Pujada Project of 
APO Base Mêlais, Inc. — Latérites — by I uis 
Santos-Ynigo, PBM. 

2. Economic Analysis of the Production of Fer- 
ronickel and Steel from Philippine Nickeliferous 
Ores by S. Katcll, J. H. 1 aber, T. J. J aya-, 
and P. Welman — United States Bureau of 
Mines, Information Circular No. 8116,  1962. 

3. Metallurgical Investigations of Philippine Nickeli- 
ferous Ores by L.  H.  Banning, W. E. Anable, 
R.  B. Ouicho,  H.   D.   Hess,  and  P.  C   Good! 
United States  Bureau   of Mines R.l.  No   6063 
1962. 

4. Geology and Geochemistry of the Nickeliferous 
Latentes of Nonec and Adjacent Islands, Surigao 
Province by L. Santos-Ynigo and P. B. Esguerra 
— Philippine Bureau of Mines, 1961 (Publica- 
tion No. 18 — Iron-Nickel). 

5. Preliminary Report on the Investigation of the 
Nickel Resources of Nonec Island, Surigao, 
Mindanao by W. S. Wright and A. Sala/ar, 
R.l. No. 14, November  1965. 

6. Progress Report on the Aluminous Laterite in- 
vestigations, Nonec Island, Surigao Mineral 
Reservation by F. B. Fsmierra PBM, Ou »ber 
1961. 

7. Special Project Series — Publication No. 17 — 
Iron-Nickel-Cobalt Resources of Nonec, Awasan 
and Southern Dinagat Islands in Parcel II of 
the Surigao Mineral Reservation, Surigao Min- 
danao, by W. S. Wright, 1958. 

X. Summary Report on Metallurgical Investigation 
of Philippines Nickeliferous Ores to ICA and 
PBM, 1 September 1956 — 20 June 1958. 

9. The Development and Exploitation of the 
Nickeliferous Iron Deposits in the Government 
Mineral Reservation located in Surigao, Min- 
danao, February 1956. 

10. Economic and Operational Analysis of the Pro- 
posed Philippine Nickel Project by R. B. Quicho 
— Philippine Bureau of Mines, February 1958. 

11 Highlights of New Processes Developed for 
Utilized Philippine Nickeliferous Ores by R. B. 
Ouicho, October 1957. 

12. Continuous Electric Smelting of Low-Grade 
Nickel Ores by Herbert Cremer, R.L No. 5021, 
January 1954. 

13. Excerpt from Genesis and Evaluation of Nickel 
Occurrences in New Caledonia by E. de Chetelat. 

14. Report on Nonec Project — W. S. Wright. 
15. Manicani Laterite Ore Development Project. 
16. Preliminary Electric Smelting Research on Philip- 

pine Nickeliferous Ore* — L. M. Banning and 

W. E. Anable, United States Bureau of Mines 
May 1955. 

17. Summary of Information on the Philippine 
Laterite Iron-Nickel Deposits -- Benoni log- 
wood, Jr., 20 June   1953. 

IS.   Iron-Nickel Project — Grade Cut-Off. 
¡9.   Nonec Reserves Calculations. 
20. Zone Thickness and Nickel Assavs on Nona 

Islands. 
21. Summary of Computations of Reserves above 

15 per cent Nickel, as of 27 September I y ss 
ending with Sta. W. VV   — 3|. 

22. Summary of Computations of Plus I..S ,vr lViit 
Nickel-Ore Reserves as 31   December  1954 

23. Summary of Reserves by /.ones and Combina- 
tions of Zones as of I  May I9.S.S. 

24. Report of Awasan Samples — Auer Mole. 
25. Report of Awasan Samples. 
26. Report of Dinagat Samples — Volumes I ami II 
27. Report of Southern  Dinagat Samples. 
28. Report of Nonec Samples' 
Chromite 

1. Geology of Chromite in the Sambales Area, 
Philippines, by Rossman, February 1964. 

2. Pyrometallurgical Benefication of Off-grade 
Chromite and Production of Fcrrochromium by 
W. L. Hunter and L. H. Banning. USBM R I 
No. 6010, 1962. 

3. Chromite deposits on Insular Chromite Reserva 
tion Number One, Zambales, Philippines — I). 
L. Rossman el al., 1959. 

4. Report on Exploration on Insular eliminile 
Reservation Parcel No. I, Masinloc, Zambales 
by J. W. Peoples, N. S. Fernandez and C. A. 
Fontanos, 1957. 

5. Second Progress Report on Insular Chromite 
Reservation Parcel No. I, Masinloc. Zambales 
1957. 

ft.   Report   on   Government   Chromite   Reservation 
Parcel No.   I, Dalayap, Taltal, Masinloc,  Zani 
bales by J. W. Peoples,  N. S. Fernandez,  and 
C. A. Fontanos, July 195ft. 

7. Report on Chromite in Zambales (2-week trip) 
by J. W. Peoples and N. Fernandez, from 
April 26 — 9 May  1956. 

8. Report of Investigations of Chromite Deposits 
in Lourdes-Opal District, Misamis Oriental by 
W. S. Wright and C. Toa, 28 May  1953. 

9. Report of Investigations of Chromite Deposits 
on Dinagat Island, Surigao, by W. S. Wright 
and Roa, 26 May 1953. 

Copper 

1. Notes on the PAMEX Copper Property, Marín- 
duque Island, Philippines by L. E Andrews 
USGS Geologist — Manila, February 1964. 

2. Copper Orientation by E. N. Bautista, C. B. 
Sison, R. M. Lozano, R.l. No. 48, April  1963. 

3. Percolation Leaching of Oxidized and Mixed 
Sulfide Copper Ores by R.  N. Bautista, O.   R. 
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Sisón, and G. C. Magkawas, PBM — R |   No 
39, September  1961. 

4. Pilot Milling of Bagacay Copper-Zinc Ore bv 
R B. Quicho, L. O. Pedron and F. C de- 
Leon, Manila, May 1961. 

5. Preliminary   Report   on    the   Geology   of   the 
topper   Deposits  East  ot   Sipalav,   Negros  Oc- 
cidental by L. Santos-Ynigo, A. R.  Kinkel,  Ir 
^. Francisco and S. Samaniego 

6. Geology of the Botolan Mine, Botolan, Zambales 
Hy A. R. Kinkel, Jr., F. Francisco and S 
Samaniego,  1956. 

7. Geology of the Copper Deposits of the Hixbar 
Gold Mines, Inc. Rapu-Rapu Island, Albay by 
A. R. Kinkel, Jr., and S. Samaniego 

S.   Report   on   the   Spandonis   Copper  Deposit  by 
J. I.  Tabuada and W. S. Wright, 17 May 1956 

>.   Report on Copper in the Philippines by Arthur 
A. Kinkel. Jr. et al., Parts I and II,  1956 

!<>    Report on the Copper Deposits near Hinubaan 
Hinan and  Asia,  Negroes Occidental by A   R 
Kinkel. Jr.. I.. Santos-Ynigo and S. Samaniego. 
8 September  1954. 

M     Report   on   Toledo   Copper   Project   of   Atlas 
Consolidated Mining and Development Company 
at Lutopan Sitio, Toledo, Cebú, PBM-MBA h\ 
W. S. Wright et al.. 17 June 1953. 

12    Report on  the  Sipalay Copper  Deposits  in  the 
Municipality of Cagayan, Negros Occidental, by 
w. S. Wright et al., 28 March 1953 

13-    Mie    Copper-Pyrite    Deposits    of    Rapu-Rapu 
Island.   Albay   Province  by   E.   M.   Irving  and 
L». P. Cruz, January 1951. 

14    Report of Investigation of the  Masara Copper- 
Lead-Zinc-Gold-Silver Mine, Pantukan, Davao 
Southeast Mindanao, by W. S. Wrieht et al' 
31  August 1953. 

15. Preliminary Report on the Geology of the Copper 
Depos.ts East of Sipalay, Negros Occidental, by 
A,A K

c
inkel' Jr- L Santos-Yñigo, F. Francisco 

and S. Samaniego,  1955. 
16. Report of Investigation of the Pauili Copper 

and Molybdenum Deposit on Tumbagahan 
c reek, Central Marinduque Island by MBA- 
PBM, 11 December 1952. 

17. Notes on the Lutopan Copper Deposit, Toledo 

\9¡T' ISland by L' San,os-Yñ'g°. June 
18. Lcaching-Flotation of Balabacan, Palawan, Mixed 

Oxide-Sulfide Copper Ore  by  R.  N.  Bautista, 

1963^' ° and R" M-  LoZan0'  Decemb« 

19. Notes on the Masara Copper Mine, Samar 
Mining Company, Davao Province, Mindanao 
by Laurence Andrews, Manila, 1964. 

¡run and steel 
I.   Report on Surigao Iron Ore by A. C. Richard- 

en^" J?0*16'"' J- D- Sul,ivan a"d Byron 
M.   n.rd.   1039  (Rateile Memorial Institute) 

INDUSTRIAI     D.VILOPMENTS   IN   ASIA   AND   THE   FAR    1AST 

2. Steel — Preprint from Bulletin 556. United 
Mates Bureau of Mines, by James Harris A 
Chapter from Mineral Facts and  Problems 

.<• Iron — Preprint from Bulletin 556 United 
States Bureau of Mines, bv R. W. HolliJay - A 
Chapter from Mineral Facts and Problems 

.K Pnrul,rCgarding ;m ,ron and Sl^"  Industry i„ 
the Philippines by George B   Waterhouse   Ph I) 
17  July  1950. 

5. Preliminary Report regarding an   Iron and Steel 
ndus.ry m the Philippines by G. II. Waterhouse 

June  1950. 
6. Report of Investigation of the Geology and Ore 

Possibilities of the Camalaniugan Iron Prospect 
'^Cagayan Province, by P. M. Capistrano, June 

7. Report of Investigation of the Mati Iron Deposit 

Z íuM ^îPa,ïty °f Ma,i'  Davao-  Mindanao by  PBM-FOA, October 1953 
8. The Krupp-Renn Process by Dr Ing. Friedrich 

Johannscn, Professor at the Mining Academy at 
Uauthal (Germany) — Iron and Steel —1955 

9. Iron and Steel - National Shipyards and Steel 
Corporation  (NASSCO),  1957 

10 íínlT IK'0" °? ReS0UrCes and Operational Plans for S.buguey Iron Project _ Samar Mining 
Conine, by E  Biel and M. H. Tupas, February 

II-   Report of Philippine Iron Mines Inc. on Iron Ore 
Resources  (Compiled  Information   for  the  Pro 
posed Study by ICA Men),  1960. 

12. Reconnaissance Sampling of the Black Sand of 
Northern and Western Luzon by J. B. Pomcrene 

tÁ£¡r&¿E-Pi,ac and JF Harrin*- 
13. Report on Confirmatory investigations and Studies 

Regarding Metallurgical and Economic Aspects 

by ReBPoS,  iSo'cT Sttd-NiCkd Pr^' 
14. The British Iron and Steel Research Association 

Jron   Making D.vision (Some Considerations oí 

RUewnHqU",emei,tS f0r Ir0n ^ R^uction) by R. Wild —London, March 1960 
15. An Engineering Study of the Production of 

FcnoniGkei and Steel from Philippine Nfckdi- 
ferous Ores by Process, Economics Evaluation 
Staff by Sidney Katell, Chief, United SttTs 
Bureau of Mines, March 28 1960 

16. Benefication and Utilization Tests of the Magnetic 
Ores   Iron   P,so   Poi„t,  Mindanao,   by   Mitsui 

Äbeard,9S6T,tin8 ^ ^ *"* **«. 
17   ÏISU   PhÍ1ÍPPÍnPS'   by   '    * 
18.   Preliminary report on Direct Reduction of Iron 

Concentrate from Philippine Iron Mines by A F 
San Miguel, L. C. Pedron, C. R. Sison, September 
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19. Preliminary report on the Bcnelication of High 
Sulfur Iron Ores, by R. B. Quicho, A. F. San 
Miguel, Jr., A. S. Malicsi, PBM, December 1962. 

20. A Proposed Basic Plan for the Development of 
the Iron and Steel Industry in the Philippines, 
Industrial Development Centre, May  1963. 

21. Economic Analysis of the Production of Ferro- 
nickel and Steel from Philippine Nickeliferous 
Ores by S. Katell, J. H. Faber, T. J. Joyce and 
P. Wellman, United States Bureau of Mines, 
Information Circular No. 8116,   1962. 

\\ Notes on the Charcoal Blast Furnace and Limonite 
Iron Reserves of Victorias Milling Company, 
Negros, by L. N. Andrews, Jr.,  1961. 

2 3. Direct Reduction of Pyrite Cinder to Produce 
Sponge Iron, by A. F. San Miguel, Jr., L. C. 
Pedron and G. C. Magkawas, Manila, September 
1963. 

24. Notes on the Alip Valley Iron Prospect, Cotabato, 
Mindanao, by Laurence E. Andrews, Jr., May 
1964. 

25. Notes of the Ki Amba Magnetic Prospect, 
Cotabato, Mindanao, by L. E. Andrews, Jr., 
1964. 

."16. The By-Product Iron Ore Potential of Philippine 
Copper Mines by L. E. Andrews, Jr., 1964. 

11. Policy for Establishing Priorities in the Proposed 
Airborne Magnetometer Survey of the Philippines 
by L. E. Andrews, Jr., August 1964. 

2.x. Current Status of the Sta. Ana Blast Furnace, 
libilo and Iron Ore on Guimaras Island by L. E. 
Andrews, Jr., March 1964. 
Notes on the Landayao Iron Prospect, Tup., 
Cotabato by Laurence Andrews, Jr., Manila, May 
1964. 

'<>. Notes on the Surigao Iron-Nickel Reservation, 
Mindanao by Laurence E. Andrews, Jr., Manila, 
May 1964. 

* I. Notes on the Mati Iron Mines of Atlas Consoli- 
dated Mines, Mati, Davao, Mindanao, by L. E. 
Andrews, Jr.,  1964. 

¡2. Notes on the Atlas Consolidated Mining Com- 
pany's Toledo Copper Mines and its Iron Ore 
Potential, By L. E. Andrews, Jr., March 1964. 
The By-Product Iron Ore Potential of Philippine 
Copper Mines (addendum) by L. E. Andrews, 
Jr., October 1964. 

34.   Notes on the Sta. Ines Property, Rizal by L. E. 
Andrews, Jr., 1964. 

Manganese 
I    Benefication of Guindulman Manganese by R. B. 

Quicho, C. B. Sison and E. N. Buatista, February 
1961. 

2. Manganese Deposits of Busuanga Island by R. K. 
Sorem, 1965. 

Report on Manganese Deposits of the Anda 
Peninsula, Bohol, by N. S. Fernandez, D. N. 
Palacio and R. K. Sorem, 1954. 

2'). 

Î3 

S. 

Report of Investigation of the Yapan Manganese 
Deposit in Barrio O'Donnell, Capas, Tarlac   by 
MSA-PBN,  13 May 1953. 
Report    of    Investigation    of     Puerta     Blanca 
Manganese Deposit in the Municipality of Burgos 
llocos Norte, by PBM-MSA, 27 April  1953. 
Report of Field and Laboratory Investigation of 
Anda Peninsula  Manganese Oies,  Bohol  Island 
by PBM-FOA, 30 March   1953. 
Pyrometallargical   lests on Low-Grade Guindul- 
man-Ar.da  Manganese Ores,  bv   R.   li   Quicho 
PBM, January   1953. 
Preliminary Report on the Geology and Man- 
ganese Deposits of Siquijor Island, Negros 
Oriental, by R.  K. Sorem. April   19S|. 

Coal 
1. 
2. 

3 

7. 

8. 

9. 

10. 

II. 

12. 

13. 

14. 

15. 

The Coal Land Act (Aet No. 2719 as amended). 
PBM Coal Survey and Investigation (Annual and 
Quarterly). 
Washability and Carbonization Study of Mekoupe 
Coal, by R.  B.  Quicho,  R.  R.  Vareas,  A   (' 
Flores, May 1961. 
Coal  Resources   of  the   Philippines,   by   !•".  II. 
Spencer and J. V. Vergara, Manila,  1957. 
Geology and Coal Resources of the Calati ava- 
Tocoso Region, Occidental Negros, by Mariano 
Melendres, Jr.. PBM, and Hurley Barnes, USGS 
1957. 
Geology and Coal Resources of (entrai  Pollilo 
Island,  Quezon,   by B.  C.   Santos,  and   1    I) 
Spencer, Manila, 1957. 
Reconnaissance of some Coal Seams on the Nam 
Sang River, Laos by Frank D. Spencer, USGS 
1957. 
Report on Bislig-Liñgig Coal Resources, by J. I-. 
Vergara and F. D. Spencer, 1957. 
Geology and Coal Resources of the  Malangas- 
Kabasalan Region, Zamboanga del Sur, by C. H. 
Ibanes, I. S. Antonio, R. Barnes and L. S. Yñigo. 
Manila, 1956 
Geology   and   Coal   Resources   of   the   Argao- 
Dalaguete Region, Cebu, by Harley Barnes et ai, 
1956. 
Geology and   Coal Resources  of   Danao-Com- 
postela Regiona,  Cebu,  by   M.   Melendres,  J. 
Pilac, H. Barnes,  A. Blanquera,  C.  Velasquez, 
C. Lazaga, 1956. 
Geology and Coal Resources of the Bulalacao 
Region, Mindoro Oriental, by J. Marvin Weiler 
and Jose F. Vergara, USGS and PBM, 1955. 
Bislig-Liñgig Coal Deposit, by George T. Scholey, 
1955. 
Geology   and   Coal   Resources   of   the   Gatbo 
Peninsula Bacon-Prieto Diaz-Gubat Region, Sor- 
sogon, by C. B. Ibanez, H. Barnes and J. delà 
Cruz, 1955. 
Report on Geology and Coal Resources of the 
Hkoma-Manambrag Region, Catanduanes, by V. 
de los Santos and J. Marvin Weiler, 1955. 
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24 

25 

26 
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2V. 

30. 

31. 

32. 

33. 

34. 

Non 
I. 

2. 

Preliminary Report on Study of Basic Economic 
Factors which influence the Utilization of Philip- 
pine Coals by C. Gottschalk, November 1954 
Utilization of Philippine Non-Coking Coals   by 
V. F.  Parry et al., USGS,  1952. 
Geology and Coal Resources of Semirara Island 
Antique, Republic of the Philippines   by J   F 
Vergara, J. M.  Weller, R.  M. Relova, Manila 
1954. 

Geology and Coal Resources of the Punganibar. 
Region. ( atanduanes, Republic of the Philippines 
hy O. Crispin, J. M. Weller, C. Ibañez, Manila,' 

Carbonizing Properties of  Philippine  Coals   by 
F. W. Smith, D. A. Reynolds, and D. Wolfson 
USGS. September 1954. 
Geology and Coal Resources of Batan Island 
Albay Province, Republic of the Philippines, by 
J.   Marvin   Weller,   USGS,   and  Oscar  Crispin, 

Investigation of Coal Resources, Mining and the 
Utilization   of   Philippine   Coals,   by   Lewis   A 
lurnbull and Russell E   Morgan, USBM, March 
1954. 

Report on Tai-Pa Coal Mine Development and 
Coal   Deposits  in  Nan  Chuang Coal   Field   bv 
!.. A. Turbull (TOMUS D-224), 29 June 1955. 
Report on Coal Geology in Taiwan, by J. Marvin 
Weiler (TOMUS D-210), 22 June  1953. 
Coal Resources Investigation and Development in 
the Philippines, 1952. 
A Suivey on the Hydraulic Transportation of Coal 
by R. W. Dougherty, USBM, July  1951. 
Coal     Pipeline    Transportation,    by     R.    W 
Dougherty. 

Report of Investigations — Selection of Coals for 
Coke Making, by Joseph Daniels, R.I. No  3601 
March   1942. 
Report    of   Investigations — Beehive    and   By- 
product Coking in Washington, by Joseph Daniels 
R.I. No. 3551, March  1942. 
Geologic Investigations in the Srouguey Peninsula 
Mindanao, by H. E. Vokes and I. S. Antonio 
Specifications for Bituminous Coal (Taken from 
AIME "Coal Preparation"). 
Report on the Coal Resources of the Pollilo Dis- 
trict, Tayabas, by Herbert Alberding,   1939. 
Low-Temperature Carbonization of Coal by A C 
Fieldner. 

Cebu Cement Company Investigation Report into 
the Suitability of Lumbog Coal and APO Tunnel 
Coal for Carbonization in Coke Ovens   by E 
Potts. 

•metallic mineral.? survey 
PBM   Reports   (Annual   and   Quarterly)   Non- 
metallic Minerals Survey. 

Recovery of Asbestos from Zambales and Pan- 
gasman Ores, by R. B. Quicho, L. O. Pedron 
and A. S. Maltesi, November 1960 

3. 

3. 

Report of  Investigation of the Banulay Deposit 
in North Central Negros Island, by PBM-MSA 
15 January  1953. '    ' 

4. Sulfur and Pyrite Resources of the Philippine 
Islands, by L. G. Morrell, Washington, DCIS 
November  1951. 

5. Report   of    Investigations   of   Cabe   Phosphate 
Deposits in the Dingle District of lloilo Province 
Panay Island, by PBM-POA, 20 Jane  1954      ' 

6. Limestone   and  Guano   Resources  of   Southern 
Colábalo  and  Maramag,   Bukidnon,   by   I     ( 
Francisco and F. A. Comsti, April 1952. 

C 'eramics 

I-   PBM Reports on Ceramics (Annual and Ouurter- 

2   jluCar7l96ü.DÍreCt0ry   *  Cmk   M«terial". 
Preliminary Report on the Geological Investiga- 
ion of Dolorarne Limestone in Cebu, by R   H 

Jagolme, February 1961 

4'   aPnrdlisiarypBenefiCa,i0n  °f  """W•  Gypsum and  Some  Economic  Considerations,  by  R    B 
Qü-cho, L. O. Pedron, A. S. Malicsi, sjptcmbcr 

5" na
evCAUmpaö PeP0SÍt' Batan^as- and ^ Angat Çlay  Area,  Bulaean,  by   B.  C.  Burgess,   April 

6 It' C'ayA
Dep0SÍIS °f Gamcs a»¿ Malmaliga Abra, by Amable Cruz, 1960 fe 

7. Ceramic Mineral Deposits of the Philippines, hy 
B. C Burgess, 1956. y 

«• Ceramic Mineral Deposits of the Philippines, by 
B C. Burgess and E. C. Vera, Manila, 1956 

sûr^r?8   Jf fUma   Peni,1SU,a'  C«"»rincs 
Ì960 and C de la Cruz> Ma"ila< Juno 

^amÍC
r

RaW  M*^* by Constante Relandres 
and B. C. Burgess, December 1954 

B^B^ysriiinBarrioita.T^^ 

13.   Report on Clay and Limestone near San Jose 
M.ndoro Occidental, by B. C. Burgess, 1955. 

16. The Ceramic Industry in the Philippines, by Mary 
Krug Risley, New York, 1953. y 

17. Earth Brick Construction, by Elbert Hubbell 
C erne nt 

1-   Survey of Northwestern Pangasinan for Cement 
Raw Materials, by Amable Cruz, January 1959 

2. Geologic Reconnaissance of Bohol for Cement 
Raw Materials, by Amable Cruz, 1959. 

3. Report on the Survey of Possible Locations of 
Cement Plant, by E. C. Vera, J. C. Quema, F. M. 
Capistrano, January 1959. 

4. Investigation of Sibuguey Peninsula for Cement 
Raw Materials, by Amable Cruz, January 1959 

10. 

II. 

12. 
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Final Report on Cement Industry, by James F. 
O'Neill, May 1958. 
Report on Japanese Cement Industry, by James 
F. O'Neill, May 1958. 
Report on Survey of lligan Bay Area, Norlh- 
Central Mindanao, for Cement Raw Materials, by 
A. Cruz and A. Yap, September 1947. 

s. Report on Non-metallic Minerals (Cement), by 
J. F. O'Neill and the Philippine Bureau of Mines. 
1957. 

9.   Present  Status  of  the  Cement   Industry  of  the 
Philippines, by the Industry Liaison Unit, Indus- 
trial Development Center, April 1963. 

/ Urtrometallurgical Experiment Station-Smelting 
I Preliminary Electrie Smelting Research on Philip- 

pine Nickeliferous Ores, by L. H. Banning and 
W. E. Anable, May 1955. 

2. Continuous Electrie Smelting of Low-Grade 
Nickel Ores, by Herbert Crcmer, USBM, R.I. 
No. 502!, January 1954. 

3. Experimental Electric Furnace Smelting of Silice- 
ous Off-Grade Manganese Ores from Southwestern 
Oregon, by USBM, Albany, April 1952 — 
February 1953. 

4. Report on Electromctallurgical Industry in Nor- 
way, by R. Dclfido, Oslo, June 1953. 

5. Report of Proposed Electromctallurgical Labora- 
tory near lligan, Mindanao, Philippines, by 
Stephen M. Shelton, November 1953. 

A e romagnetk survey 
1 Report on Aeromagnctic Survey; Airborne Radio- 

metric Survey of Six Areas in P. I., Bunting 
Geophysics, 1954. 

2. PBM Reports — Aeromagnctic Survey (Annual 
and Quarterly). 

.V   Policy for Establishing Priorities in the Proposed 
Airborne Magnetic Survey of the Philippines, by 
L. E. Andrews, Jr., Manila, 7 August 1964. 

I'aleontology 
Petroleum 

I. Report on Petroleum Project by J. D. Cerkel 
USGS-ICA, June 1960. 

2 Modern Analytical Distillation of Crude Petro- 
leum, by J. A. Lockwood, R. L. Le Tornean, R. 
Matteson, and F. Sipón, California Research 
Corporation, 1951. 

3. Consideration of the Effects of Hydraulic Fractur- 
ing in the Chatoichi South Culmination Field, 
Taiwan, by J. D. Cerkel, USGS-ICA, Manila. 

4. Proposed ECA Aid Project -- Petroleum Re- 
sources Investigation and Development, Fiscal 
Year 1952. 

I oraminifera 
I    R. I. No. 45 — Smaller Foraminifera from the 

Ligao-Malacbalac and Libon-Pantao Road Sec- 
tions in Western Albay, by R. M. Samaniego, 
February 1963. 

2. R. I. No. 46 — Foraminifcral Analyses on Re- 
search Section along the Ta rao (Jarao) and 
Tanian Rivers, Southwestern lloilo, by B. A. 
Gonzales, February 1963. 

3. R. I. No. 47 — Planktonic Foraminifcral Species 
from West Side of Tarlac Province. Luzon Cen- 
tral Valley, by Paz Divino-Santiano. February 
1963. 

4. R. I. No. 48 — Foraminifcral Donation of SVOC 
Faire No. I Well, Cagayan, Luzon, by B. A. 
Gonzales, December 1962. 

5. Report on Small Foraminifera from Siquijor 
Island, Philippines, by R. M. Samaniego, Novem- 
ber 1954. 

Other geological reports 
I     Prospecting for Minerals with the Dip Needle in 

Tropical Latitudes. 
2. Instructions in  Making a Geological,  Report. 
3. Note on the First Discovery of Commercial Mer- 

cury in the Philippines, by Earl M. Irving. Uniteti 
States Geological Survey. 

4. Report on the Geological Investigation of Eastern 
Baguio City, Baguio, Mt. Province, by R. I . 
Crispin and Demetrio Pulumco, 1957. 

5. Regional Geological Map of the Philippine Is- 
lands, by Earl M. Irving, USGS-ICA. Manila, 
1956. 

6. Report of Investigation No. 12 — Search for 
Uranium in the Philippines, by B. E. Puttnck and 
H. B. Stafford, Division of Raw Materials, 1955. 

7. Geology of the Leyte Rock Asphalt Deposit at 
Bulaba, Norte, by Daniel M. Recto, Luzon Steve- 
doring Co. Inc., 1954. 

>!. Pauili Prospect Molybdenum Property Located at 
Marinduquc Island, by J. E. Frost, 13 November 
1954. 

9. A Survey of the Tectonics of the Philippine 
Archipelago, by F. C. Gervacio, Philippines. 

10. The Prc-Tcrtiary Geology of Southern Oriental 
Mindoro, by J. S. Tevcs, Manila, December 1953. 

11. Preliminary Report on the Economic Mineral 
Deposits of Marinduquc Province, by Generoso R. 
Oca. Manila, October 1952. 

12. Report of the Tcggle-Gibbs Molybdenum Prospect 
in Nueva Viscaya Province, Luzon, by PBM-MSA, 
22 July 1952. 

13. Report on the Ore Reserve of Gabun-Paracale 
Mining Co., November 1952. 

14. Reconnaissance Geology of Agusan, by J. E. 
Tevcs, A. Vergara and N. Murillo, October 
1951. 

15. Notes on Cenozoic Correlations and Geologic 
History in the Philippines, by Robert M. Klein- 
pell. 

16. Symposium on Philippine Geology. 
17. Report on the Geochemical Prospecting in the 

BARLO Mine Area, Pagasinan, by Antonio S. 
Bunagan, Manila, September 1962. 
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Other metallurgical reports 
1. Charcoal for Metallurgical Purposes from Ipil- 

ipil of Various Ages, by Roberto R. Trinidad 
and Helen R. Lewis, January  1963. 

2. Pyrometallurgical Bcneficiation of Off-grade 
Chromite and Production of Ferrochromium, by 
W. L. Hunter and L. H. Banning, USBM, 1962. 

3. Metallurgical   Testing  of   Hawaiian   Ferruginous 
Bauxites, by W. A. Calhoun and T. E. Hall, Jr 
USBM,  1962. 

4. Final Report of Jan-Brik Ostberg, UNTAB Ex- 
pert in Metallurgy,  19 April  1957. 

(ìaieral technical reports 

1. The Mutual Security Program in the Philippines 
15 May 1960. 

2. The Mineral Resources of the Philippines by 
Earl M. Irving, 5 April 1957. 

3. Industrial Ores of Selected Mineral Resources, 
United States Department of Commerce. 

4. Review of Technical Assistance Program for 
Mineral Resources Development in Indonesia, by 
Earl M. Irving, April 1955. 

5. Mineral Resources of the Ryukyu Retto, 1954. 
6. Technical Memorandum-Observations on the 

Philippine Mining Industry, 1952. 
7. Air Route Travelogue of Mineral Resources 

Potential, by Earl M. Irving, 31 October 1952. 
8. Compilation of Technical and Detailed Descrip- 

tion including Dollar and Peso Requirements for 
the 9 Projects proposed by the PBM for ECA 
Air, 1951. 

9. The Mineral Situation in the Far East, by Rung 
Ping Wang, USBM, October 1951. 

10. Memorandum Report re Antique Mining Com- 
pany, Inc., 1951. 

I I Tabulated Information on Base Metal Mines of 
the Philippines, 1956. 

12. The Five-Ycar Program of the Bureau of Mines, 
1950. 

13. Memorandum on Recommended Five-Year Pro- 
gram for Investigation and Development of 
Mineral Resources, by Demetrio Andres, 1950. 

14. Comments on the Bell Report as it relates to the 
Mining Industry and Recommendations, by De- 
metrio Andres, 1950. 

15. Current Trends in Fuel and Energy in the Pacific 
Area, by L. C. MaCabe. 

Mining laws, rules and regulations 
1. Commonwealth Act. No. 137, Approved 7 

November 1936 (amended I July 1957). 
2. Laws and Regulations in the Philippines affecting 

the Mining Industry, April 1955. 
3. An Act Creating the Bureau of Mines and the 

Mining Act (Commonwealth Act. Nos. 136 and 
137) and other Amendatory Acts, 1954. 

4. The Progress of Mining and the Evolution of 
the Mining Laws in the Philippines, by Demetrio 
Andres, 1950. 

EC AFE reports 

1. Economic Commission lor Asia and the Far 
East, Committee on Industry and Natural Re- 
sources, 28 March 1951. 

2. Report of Second ECAFE Petroleum Symposium 
17 September 1962. 

3. Economic Commission for Asia and the Far 
East, Sub-Committee on Mineral Resources 
Development (fourth session) 26 April — 4 May 
1960, Tokyo, Japan. 

4. Economic Commission for Asia and the Far 
East, Committee on Industry and Natural Re- 
sources, 4-9 November 1947. 

5. Economic Commission for Asia and the Far 
East, Committee on Industry and Trade, 26 
January—5 February 1954. 

6. Economic Commission for Asia and the Far 
East, Regional Conference on Mineral Resources 
Development, 30 April 1953. 

Information circulars (Philippine Bureau of Mines) 
1. Information Circular No. 20, Photographic Map- 

ping in the Philippine Bureau of Mines, June 
1963. 

2. Information Circular No. 19, Mineral Resources 
of the Philippines, 1955. 

3. Information Circular No. 18, Guide to Bureau of 
Mines Exhibit, November 1953. 

4. Information Circular No. 17, Iron in the Philip- 
pines, July 1953. 

5. Information Circular No. 16, Copper in the 
Philippines, June 1953. 

6. Information Circular No. 15, Chromite in the 
Philippines, May  1953. 

7. Information Circular No. 14, How to Acquire 
Rights on Mineral Land in the Philippines, 
January 1953. 

8. Information Circular No. 13, Marketing Philip- 
pine Ores and Concentrates, September 1952. 

9. Information Circular No. 12, Summary of the 
Mineral Deposits of the Philippines, June 1952. 

10. Information Circular No. 11, Guano and Phos- 
phate Deposits in Philippine Caves, 1952. 

11. Information Circular No.  10, Manganese in the 
Philippines, 1952. 

12. Information Circular No. 9, Possible Sources of 
Phosphate Fertilizer for the Philippines, 1950. 

13. Information Circular  No.   8,   Special   Number, 
1950. 

14. Information Circular No. 7, Philippine Petroleum 
Resources, 1949. 

15. Information Circular No. 6, Notes and Resume 
of Studies on Surigao Iron Ores, 1948. 

16. Information Circular No. 5, Mining Industry in 
the Philippines, 1947. 
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information circulars (United States Bureau of Mines) 
1. Economic Analysis of the Production of Fcrro- 

nickel and Steel from Philippine Nickeliferous 
Ores, by S. Katell, J. H. Fabcr, T. J. Joyce and 
P. Wellman, 1952. 

2. Mini ig Methods and Costs, Baguio Gold Mines. 
Baguio Gold Mining Company, Baguio, Luzon. 
Philippines, by A. A. Bakewell, Jr. 

Minerai production reports 

Summary of Mineral  Production  lor  Calendar 
Year 1952 through 1962. 
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Science 
Science in the Philippines, 1959, by Wm \V 

Watson, Consultant, National Science Foundation 
Washington, D.C. 

Tektitev 
Tektitcs (Georgian and Australian). 
The Lunar Origin of Tektitcs, by Dean R Chan- 

man and Howard M. Larson of Astrogcology Branch, 
United States Geological Survey, Washington, Septem- 
ber 1962. 

The Relation of Tektites to Archaeology, by H. 
Oblcy Beyer, Museum and Institute of Archaeoloiiv 
and Ethnology, UP, 1955. 

I'>64 

l')M 

1964 

l%4 

1964 

Anntx C. 

Lit» of Philippin« RtMurc«* Surveys,   1956-19*4 

i.'f-rtJ .S«r,r„ 4¡eHcy 

1964 
1966 Electric   Power   Survey   (in 

process) 
AID 
NEC 
IAEA 

(it'Waphual 

Pamex   Copper   Properly, 
Marinduque  Island 

Survey of the Masara Copper 
Mines, Samar Mining 
Company,  Davao 

Kiamba  Magnetite  Prospect, 
Cotabato 

Alip  Valley   Iron   Prospect. 
Cotabato 

Philippine   Water   Resources 
Survey 

AID 
PBM 

Marinduque 

All) 
I'BM 

Davao 

AID 
PBM 

Cotabato 

AID 
PBM 

Cotabato 

AID 
USBR« 

1964       By-Product  Iron   Potential  of 
Copper 

AID 

1963-     Water Resources Survey 
1965 (in process) 

AID 
BPW«> 

<)b¡riiur/>cope 

Studies on: 
available  capabilities  and  economics   of 

energy resources, 
management, organization and opera 

tional requirements for effective 
development   of   the   power   system, 

rates and financial plans and all other 
pertinent factors requiring investiga 
tion in order to reasonably ensure 
development of a power compie < 
that will meet the needs of a growing 
industrial economy 

(ieologic study of the area: 
ore  body —  positions,   structure,  valut- 

ami content, 
production of mine area 

Assessment of the potential in recover 
able by-product magnetite iron ore as 
sociatcd with  the copper ore 

Survey of iron  deposits 

topographie surveys and geologic studies 
for iron deposits 

Comprehensive   coverage   of   the   current 
status   of  the   water  resources  survey 

Project 
Programme:   Central   Luzon.   PaniahaiiKan 
Projects, 
Upper Pampanga River Project and I ¡ve 

Basin Reports 
Investigation of the following operating 

copper mines in order to assess their 
by-product   iron   ore   potentials: 

Alias Consolidated Mines,  Inc. 
Toledo Mines (Cebu) 
Philex   Mining  Corp.   (Sto.   loma,, 

Pampanga) 
Pamex   Mining  Corp.   (Marinduque) 
Baguio Gold Mines, Inc.   (Ml. Province) 
Samar Mining Co.  (Masara, Mindanao) 
Sipalay Copper  (Negros) 
Surveys, investigations and studies neces- 

sary to formulate comprehensive pro- 
grammes for mujti-purpoa* development 
of seven major river basins 
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I9A3-     Fisheries Survey  (in process) 
1969 

1959- 
1960 

I%1 

19*1 

1960 

United 
PFC 

Nations 

1963        Survey  of Coal   Resowces  in 
Mindanao 

I'nited   Nations        Mindanao 

''6' Nuclear   Power   Raw   Malciial 
Surveys   (in   process) 

l'">-        Forest   Resources  Survey 
1963 

I'M        Engineering Geological   Survey 

I imnology Project 

I'nited 
PAIC 

AID 
NEC 

AID 
BPW 

FM) 

Nations I u/on 

Pampanga 
Tarlac 

Flood   Control   Storage   on AID 
Angat River and Flood Control     NEC 
in   Lower   Pampanga   River   in 
Central  Luzon 

Preliminary Report on the Water     NFC 
Resources of Central   Luzon 

Central 
Luzon 

Fish  Resources in the  Philippines     NFC 

1959        Raw   Material   Resources  Survey       NFC 

ICA 

195*- Management  of   Resources   for        ICA 
l(>59 Research 

1956- Strategic Minerals Surveys 
1957 

PBM 
ICA 

1956       Copper Deposits of the 
Philippines 

ICA 
PBM 

Mt. Province 
Cabangas 
Zamba I« 

• United Stalo Bureau of Reclamation 
b Bureau of Public Work* 
l Philippin« Fisheries Commission 
* Philipp» Atomic Energy Commission 

Survey of  the  Philippine fishing grounds, 
fishing seasons and marine species suited 
to   the   purse   seine   method   of   deep- 
sea fishing 

lo    assist    the    Philippines    toward    self 
sufficiency    in   coking   coal   production 
through    ¡he    assessment   of    additional 
coal    reserves    in    Mindanao    and    the 
improvement   of   their   current   exploita 
lion. 

Improvement   of  current   mining   methods 
of the Malangas mines; Imploration and 
assessment of additional reserves in the 
Malangas field to attain increased annual 
production;    Training   of   engineers    in 
mine  exploitation,   management;  drillers 
in  the  use  of  modern  diamond  drilling 
equipment.   Recommendation. 

Study   on   the   existing   power-generating 
resources in  Luzon to find out if these 
resources    u ill   be   enough   to   fill   the 
needed   pimcr requirements   of   an   in- 
dustrialized   Philippines 

I and area, geography 
rimbcr volume  estimates 
limber production estimates 
Outlook of the  industry 

A   geological   examination   of   dam   sites 
on  the  Pampanga  and Talavera  rivers, 
in   view   of   the.  proposal   to   construct 
a  multi-purpose  icscrvoir 

I ish   population   studies 
fisheries census 
Snail  and  shrimp  studies 
Aquatic   insect   studies 
Hydrochemical   studies 
I ;ike mapping 
I imnology   station 

A   review   with   recommendations   regard- 
ing:     the      multi-purpose     dam     ami 
reservoir   project   on   the   Angat   River; 
alternative   channel   systems   for   lower 
Pampanga   River 

Description of the area 
Soils  and  climate 
Water supply 
Existing project  development 
Agricultural economy 
Means to promote  proper land  use 
Repayment of development cost 
Watershed management 
Grounds, seasonal occurrence and  gather- 

ing methods 

National economic planning 
Guidance  of  current   and   prospective   in 

veslors and  financial  institutions 

Procedure    for     the     administration    of 
research 

Geography 
Geology 
Mineral deposits 

Geology  of  the   Lepanto  Copper   Mines, 
Mankayan. Mt.  Province 
Geology of the copper mines — Mindanao 
Mother  Lode   Mines,  Inc., Cabangan, 
Zambales 
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A COUNTRY STUDY ON SINGAPORE 

I.    PLANNING AND PROGRAMMING FOR 
INDUSTRIALIZATION 

Ideally located at the crossroads of international 
routes, Singapore has been a major trading centre for 
south-east Asia. Its chief role as an entrepôt con- 
trihutcd immensely to its early prosperity. In recent 
years, earnings from entrepôt trade accounted for 
•ilmost 20 per cent of the gross domestic product of 
Singapore, or about 400,000,000 M$. This will un- 
doubtedly continue to be a mainstay of the Singapore 
economy for some years yet. Despite this, it is re- 
cognized that the entrepot sector of the economy offers 
limited scope for a rapid expansion. 

In the light of rapid population growth in recent 
unis, and the necessity of providing employment for 
the increasing population, the expansion in the trade 
sector vili not be sufficient and the importance of a 
well-developed manufacturing centre becomes very 
urgent. 

Planning and programming for industrialization in 
Singapore is a recent phenomenon. A vigorous effort 
was first made in 1959 to plan and implement a 
balanced industrialization programme. With the 
realization that private investment cannot be encour- 
aged without the State providing the economic and 
social infrastructure, the Government established the 
economic Development Board in 1961 to implement 
its industrial programme. 

In 1960, the first four-year development plan 
(l(»61-1964) of Singapore was inaugurated. Broadly, 
the plan's objective was to lay the basic economic in- 
frastructure and provide the initiative in land and re- 
source development.   It aimed to achieve this goal by: 

(a) expanding the production capacity and dis- 
tribution network of public utilities; 

(b) developing of land for industries and residen- 
tial housing; 

(c) improving and expanding the public transport 
and communications systems of Singapore; 

(d) improving the social services of the country 
especially in the fields of education and 
health. 

These basic objectives are being continued in the 
secoid plan (1966-1970). 

AU these measures are intended to attract local 
and foreign capital into industry. The overriding ob- 
jective is one of providing sufficient job opportunities 

for the rapidly growing population and to increase the 
national output at a faster rate. 

Planning in the State of Singapore is undertaken 
by the Economic Planning Unit of the Ministry of 
Finance which formulates the policy and co-ordinates 
the implementation of the plan in close co-operation 
with the various government departments and statu- 
ory boards. 

The Economic Planning Unit reviews periodically 
the physical progress attained in the implementation of 
the major projects and takes collective measures 
to ensure that development policy is properly co- 
ordinated and projects smoothly implemented. 

II.    INDUSTRIAL POLICY 

Singapore's industrialization programme is aimed, 
primarily, at providing about 30,000 new employment 
opportunities each year. In its approach to this task, 
the Government has chosen to complement the efforts 
of the public sector with those of the private sector. 
The Government's contribution to the industrialization 
effort is to create lasting stability within the country and 
within this framework, to build a strong economic and 
social infrastructure. Private enterprise, it is expected, 
will then take up the challenge of providing the re- 
quisite management, know-how and ingenuity for the 
successful operation of the various industrial establish- 
ments. 

To give substance to its industrial policy, the 
Government has implemented a number of positive 
schemes to encourage and assist the growth of indus- 
trial investment. 

Tax exemptions 
New industrial ventures can apply to obtain full 

tax exemptions, under the Pioneer Industries Ordin- 
ance and accelerated depreciation depending upon 
their volume of investment. 

Industrial facilities 
Problems of acquiring suitable industrial sites with 

all requisite services are reduced to the minimum for 
the industrial investor. The Economic Development 
Board of the Government of Singapore has, during its 
five years of existence, developed a number of indus- 
trial estates throughout the island republic. Each of 
these estates is well serviced with all public utilities, 
transport and communications systems, public housing, 
social amenities, and, in some cases, standard factory 
buildings. An industrialist is thereby spared the im- 
mense inconvenience and higher cost of acquiring and 
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developing his own site. In the development of these 
industrial estates the Economic Development Board 
has taken into account the special requirements of in- 
dustries, both big and small. The Jurong Industrial 
Estate, for example, provides facilities for industries 
requiring bulk handling and transport, deep-water 
wharves, disposal of trade wastes, cheap industrial 
water, and the like. 

Industrial financing 
To reduce the financial risk to the private in- 

vestor, the Economic Development Board extends 
long- and medium-term loans to industries. These 
loans enable industries to finance a substantial part 
of their building and equipment costs at interest rates 
well below the market rate. Furthermore, in cases 
where the private investor deems it desirable, the 
Economic Development Board may also participate 
in the equity of an industrial enterprise. For the 
smaller industries, the Board operates a special financ- 
ing scheme which provides the borrower, with his 
more limited resources, the opportunity of finance 
without having to put up the usual collateral. 
Unrestricted capital movement 

Foreign industrial investors may bring in any 
amount of capital and there is no restriction on re- 
mittance of profits or repatriation of capital in the 
currency of the original investments. There is also 
no requirement for local capital participation in any 
enterprise established by foreign investors. 

Imports of capital equipment, raw materials 
and technical personnel 

To assist the industrial development effort, it is 
recognized that the imports of raw materials, ma- 
chinery and foreign technical personnel should be 
allowed without restriction and without duty. It is 
expected that there would be no change in govern- 
ment policy in this regard for a considerable time. 

Export promotion 
The success of Singapore's industrialization pro- 

gramme will depend, to a large extent, on the ability 
of its industries to compete successfully in export 
markets. The Government is fully aware of this and 
a great deal of thought and effort is being undertaken 
to work out a programme of export incentives. In 
addition, the Government has approved the establish- 
ing of an export promotion body to assist in all as- 
pects of export promotion work. 

Technical assistance 
To the smaller industries, which by virtue of their 

limited resources cannot afford their own technical 
services, the Economic Development Board renders 
assistance to provide them with a wide range of tech- 
nical services. These services include the provision 
of technical personnel, both local and foreign, testing 
and research facilities for the improvement of pro- 
ducts, management advisory services, and special ser- 
vices in all aspects of production management, quality 
control, design improvements, and the like. 

Selective tariff protection and preferential purchase 
Selective tariff protection is a part of the Gov- 

ernment's declared policy to assist the development 
of local industries. Furthermore, in all government 
procurements, preference is given to the purchase of 
locally manufactured goods. 

Industrial relations and higher productivity 
Singapore's newly developing industries will have 

to face the full brunt of international market compe- 
tition.    An  important basis for the development of 
healthy industries is good industrial relations and high 
productivity.   This was recognized by the Government 
which, accordingly, took the lead in forming a State 
Economic   Consultative  Council with   representation 
from the Government, management and labour.    In 
one of its early sessions, the Council met and drew 
up a Charter for Industrial Progress, the basic objec- 
tive  of  which   was   to  achieve  higher  productivity 
through closer co-operation between workers and em- 
ployers,    in it, the National Trades Union Congress, 
the   Singapore   Manufacturers'  Association   and   the 
Singapore Employers' Federation pledged their com- 
mon conviction that the future economic and social 
well-being of the people of the Republic of Singapore 
depend primarily on the continuing expansion of its 
industries through accelerated industrial growth. Under 
these circumstances,  every citizen of the country is 
duty-bound to intensify his contribution to all national 
development efforts.    The parties to the Charter re- 
cognized that the need for concerted effort is espe- 
cially   important   for   the   continuing   expansion   of 
Singapore's     industrialization     programme.     Young 
industries take time to mature and, yet, have to face 
a  highly competitive  international market from  the 
start.   To overcome these initial difficulties, all part- 
ners   in   the   industrialization   programme,   workers, 
employers and the Government, must pool their efforts 
and strive for continuing increase in productivity and 
output in all enterprises. 

The Charter noted that a translation of policies, 
aimed at achieving higher productivity, into concrete 
action and practical results, has to be initiated from 
plant level in each enterprise. A Singapore Produc- 
tivity Centre will soon be established to be governed 
by a Board with equal representation from workers, 
employers and the Government. The Centre will be 
responsible for promoting and co-ordinating the pro- 
ductivity movement in the State. 

The Economic Development Board 
The Government's agency for implementing its 

industrialization policy is the Economic Development 
Board which was established in August 1961. Tn 
establishing the Board, the Government was fully 
aware of the need for a single body to be in charge 
of all aspects of industrial promotion, industrial 
financing, the formulation and implementation of in- 
dustrial incentive schemes, the provision of industrial 
facilities and technical assistance, industrial aspects of 
management and manpower training; in short, all in- 
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quirics and problems that might be encountered by a 
potential or an existing industrialist in Singapore can 
be attended to by the Economic Development Board. 
'['his machinery has proven to be both effective and 
of immense value  to industrial investors. 

III.    INDUSTRIAL POTENTIAL 

I.    (lenirai industrial feasibility surveys 
Besides the normal feasibility studies of industrial 

projects undertaken by the staff of the Economic 
Development Board, the services of various foreign 
experts have been co-opted from time to time from 
private firms, the United Nations, the Colombo Plan, 
and from bilateral arrangements with foreign govern- 
ments to undertake specific studies. A notable study 
was undertaken by the United Nations Industrial 
Survey Mission, 1960-1961, of the industrial potential 
of Singapore. A list of industries considered feasible 
for establishment and for expansion was suggested. 
The Mission surveyed specifically the following in- 
dustries: 

(a) Shipping and repairing 
The Mission made an over-all survey of this 
industry especially the potential for future 
development. The general opinion of the 
Mission was that Singapore can be deve- 
loped into a major shipping centre for south- 
east Asia. 

(b) Metal and engineering 
The Mission suggested a wide range of pro- 
ducts that could be manufactured in Singa- 
pore on a competitive basis. 

(c) Chemical products 
The Mission covered 20 specific products 
in this industry group including the manu- 
facture of insecticides, plastics, paints, phar- 
maceutical products, cement, calcium car- 
bide, washing powder and detergents. All 
major aspects of the technical and economic 
feasibilities of each industry were ascer- 
tained. 

(d) Electrical equipment and appliances 
The Mission was of the opinion that the 
position of Singapore, vis-a-vis its neigh- 
bours, offers advantages for the development 
of an electrical equipment and appliance 
industry. The Mission concluded that be- 
cause of the relatively .high skills and 
adaptability of the local working population 
there would be few difficulties in bringing 
about the local assembly and manufacture 
of electrical motors, switchgears and a wide 
range of electrical household appliances. 

(e) A separate Mission also undertook a survey 
of the feasibility of an iron and steel mill 
for Singapore. The Mission was in favour 
of such a project.    The National Iron and 

Steel Mills Limited was subsequently esta- 
blished and commenced operations in 1963, 
marking the first phase in the development 
of an iron and steel industry. A number 
of specific industry studies have also been 
undertaken by foreign experts since 1961 
and most of these are at various stages of 
implementation. 

(f) In addition, feasibility surveys of a wide 
range of industries such as fishery, petro- 
chemicals, electronics, machine-tools and 
optical instruments, have been made by the 
Economic Development Board. 

2.    Status of resources survey 

Singapore possesses no raw materials of its own 
in any significant quantity; however, because of its 
geographical position and excellent harbour and 
handling facilities, the import of raw materials pre- 
sents no physical problem. The Economic Develop- 
ment Board conducted several preliminary studies on 
the utilization of the raw materials of Singapore's 
immediate neighbouring countries. These raw ma- 
terials include, in particular, iron, tin, clay and forest 
products. The results of many of these studies re- 
vealed that these raw materials could be successfully 
tapped for industrial use. 

3.   Status of infrastructure development 
(i)  Transportation 

The transportation system of Singapore is 
well developed. The roads system is one of 
the best in south-east Asia with a first-class 
network of roads connecting all parts of 
the island to one another. Singapore is the 
most highly motorized country in Asia with 
a ratio of one car to every 26 persons. 
At the end of August 1965, the total num- 
ber of registered vehicles was 508,913 of 
which 127,283 were motor driven four- 
wheelers. To serve this highly motorized 
population, the Republic is covered with a 
network of 1,200 miles of excellent roads or 
about 5 miles of roads to every one square 
mile of land. 
A main dual carriage-way links the island 
to the Malaysian mainland. To meet the 
increasing demand of motor traffic resulting 
from the establishment of Jurong Industrial 
Estate, a new road was constructed to link 
the industrial township to the city. In the 
Estate itself, a total of 18 miles of roads 
have been completed besides culverts and 
bridges. 

In addition to the existing railway link- 
ing the Singapore harbour to the Malaysian 
mainland, a 7-mile railway track has been 
laid to link the present line to the entire 
Jurong Industrial Estate.    This new line is 
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now  fully operational.     The  Port  of Sin- 
gapore is the fifth largest in the world.   In 
1965, a total of  10.928 vessels of over 75 
tons net registered  with  ;i  total tonnage of 
44.5 million arrived  at   the Singapore har- 
bour.    In the corresponding period. 10.2% 
vessels with a total tonnage of 44.3 million 
departed from it.    Total cargoes handled ; i 
its "roads" and  wharves   amounted to noi 
less than 21,5 million  tons.    The harbour 
which is under the management of the Port 
of Singapore Authority, is highly mechanized 
and equipped with  modern  handling facili- 
ties.   By the end of 1964. there was a total 
of  3  miles of  berthing   space  capable  of 
accommodating  24   ocean-going  ships  and 
six  coastal  vessels.     Four   more   berthing 
wharves were opened for  service in  1965. 
In addition, there are six dry docks in which 
vessels of all sizes  can  be  docked for re- 
pairs and services.    Besides these extensive 
berthing  and  repairing   facilities,  the  Port 
accommodates the   installations of four oil 
companies and it is served by 40 interna- 
tional shipping lines. 

To serve the industrial township of Jurong. 
and to meet the increasing traffic that would 
result with the country's industrial develop- 
ment programme, a new harbour is being 
developed in Jurong. To date, the first 
phase comprising 3,000 feet of deep-water 
wharves capable of handling ocean going 
vessels with draughts of up to 36 feet has 
been completed together with attendant shore 
installations. The second phase of the pro- 
ject comprising another 3,000 feet will begin 
shortly. On the bank of the Jurong River, 
a 3,000 feet wharf for coastal steamers and 
lighters is under construction. About 800 
feet of this wharf has so far been completed. 
The completed portions of the wharf arc 
presently operational. 

The Jurong Wharf will be serviced by 
a complex of bulk handling equipment, the 
first phase of which will be operational by 
the end of 1966. 

Extension work to the runway of 
Singapore's Paya Lebar International Airport 
and the construction of a new terminal build- 
ing were completed early in 1965. With this 
extension completed, the Singapore Airport 
is one of the most modern in Asia. It can 
now handle the largest commercial aircraft 
operating in this part of the world and is 
served by a dozen international airline com- 
panies with regular and frequent connexions 
to all parts of the world. 

(ii) Electricity 
By the end of I9(S4, total installed 

capacity of the two existing thermal power 
stations was 235 m.w. In October this 
year, the first stage of an extension pro- 
gramme to increase the capacity of the 
Pasir Panjang Power Station by 240 m.w. 
was completed with the installation of two 
60 m.w. generator sets. When the second 
stage is completed next year, installed 
capacity on the Island will reach 474 m.w. 
It is also proposed that a new thermal 
power station with an installed capacity of 
240 m.w. be built in Jurong itself in anti- 
cipation of the increase in demand for extra 
power by industries. 

The charge for electricity for industrial 
users are among the lowest in this region, for 
example,   tariff   E   features   the   following 
rates:1 

First 5,000 units per month    6    cents 
Next 20,000 units per month   5 
Next 375,000 units per month 4Vz   „ 
In excess of 400.000 units 

per month y/i 

Even lower tariffs arc available to large in- 
dustrial consumers, full details of which arc 
available on application to the Chief Elec- 
trical Engineer, Public Utilities Board, 
Singapore, 

(iii)   Water 
A vigorous effort has been made to in- 
crease the water supply of Singapore from 
the present Johorc and Scudai Schemes. By 
April this year, the Scudai River Scheme 
costing $21 million was completed. This 
added an additional supply of 24 million 
gallons a day of fresh water to Singapore. 
The Johorc Water Scheme which is being 
financed by a loan from the IBRD will 
be completed by the middle of 1967. It is 
estimated that when both schemes arc fully 
in operation, Singapore will have no water 
problem for many years to come, 

(iv) Industrial water requirements in the Jurong 
Industrial Estate 
A stretch of the Jurong River is being 
impounded to form an industrial reservoir 
with a storage capacity of 800 million gal- 
lons. Meanwhile, construction work on a 
scheme to utilize the sewerage effluence from 
the nearby Ulu Pandan sewerage work is 
making satisfactory progress. When com- 
pleted, this system will supply additional 20 
million gallons of industrial water per day to 
factories located in the Jurong Industrial 
district. 

Malaysian currency. 
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IV.    MOBILIZATION  OF CAPITAL FOR 
INDUSTRIAL INVESTMENT 

1.    Capital investment in industry 
According to the Singapore Census of Industrial 

Production, new investment in manufacturing firms 
employing ten workers and above show the following 
tiend: 

1959           M$12.9 million 
1960           M$ 9.8 million 
1961            M$10.5 million 
1962           M$33.5 million 
1963           M$18.7 million 

There was a substantial increase in investment in 
1962 and 1963. 1962 shows an unprecedented upsurge 
in investment, reflecting the heavy capital expenditures 
brought about mainly by petroleum refineries. An 
increase in investment in 1963 clearly shows the result 
ni the Government's encouragement to promote indus- 
trialization. It is estimated that in the period 1961- 
1964, total investment in fixed assets by new manu- 
facturing firms amounted to $220 million. In the 
first half of 1965, pioneer firms (113 of them) invested 
up to $34 million in fixed assets. Government invest- 
ment in the development of the Jurong Industrial 
I state totalled $43.5 million by December 1964 (sec 
table below). 

CiOVIRNMINT   INVESTMENT  IN    111!    Dl.VEl OPMENT  Ol    JlJKONU 
INDUSTRIAI.   ESTATI;,   SlNtiAPORl:   1961-1964 

I'^'l   $ 0.6 million 
IW'-!   $ 7.9 million 
1 **<>•'   $16.0 million 
l%4   $19.0 million 
Total   $43.5 million 

As an indication of the growth of the industrial 
sector, the capital structure of the 113 pioneer com- 
panies may be taken. The following table shows the 
paid-up capital as at the end of June 1965. 

I IMIIIAIIVE   PAIO-UP   CAPITAI    Ol     113   PIONIER   ITRMS 

(1961-1965) 

($'0O0) 
l-ood and  beverages    21,958 
I evliles, garment and leather     11,616 
Wood and paper products    6,950 
Rubber   products     9,830 
( nemicai  and chemical products     7,650 
IViioleum  and petroleum products     26,500 
Non-metallic  mineral  products     5,758 
Metal   and   engineering     35,412 
llixliical   products     2,932 
Miscellaneous       3,732 

$132,338 

Besides equity capital these companies also raised 
long-term loan capital amounting to $53.4 million and 
medium-term loan to the amount of $4.7 million. Total 
investment undertaken by these companies since 1961 
is $204.5 million or an average of $45.4 million a 
>car, a considerable amount considering the fact that 

a determined effort to industrialize in Singapore started 
only in  1960. 

The industrial sector is left by and large to 
private enterprise. However, the Economic Develop- 
ment Board does play a large part in mobilizing 
capital, especially from the traditional sector to indus- 
trial undertakings, by providing both an industrial 
financing scheme as well as a host of industrial 
incentives to attract private investment. 

To encourage private capital investment in in- 
dustries, the economic Development Boar! grants 
loans to an enterprise for the acquisition of capital 
assets up to 50 per cent of their total value. It may 
also share in the equity capital of an industrial enter- 
prise. By November 1965. the EDB committed 
loans to 43 firms and participated in the equity capital 
of 12 firms. Total loans disbursed by November 
1965 was $37.7 million which is about 60 per cent 
of the long-term loan capital of the pioneer firms. 
Total equity participation was $22 million of which 
$13 million had already been paid up. This repre- 
sents about 10 per cent of the paid-up capital of the 
pioneer firms. 

The Singapore Factory Development Limited, a 
subsidiary of the EDB, also provides mortgage loans 
to industrial enterprises for the purchase of factory 
sites and buildings. 

At present, there arc 35 banks in Singapore 
operating a total of 115 offices. Of the 35 banks, 
21 are foreign-owned. The total advances by banks 
to the manufacturing sector as at June 1964 was $117 
million out of a total bank advance of $873.7 million, 
or about 13 per cent. Most of these advances were 
in fact for working capital rather than for the 
acquisition of fixed assets. It can be seen therefore, 
that banks in Singapore are still predominantly trade- 
orientated; however, local banks have increasingly 
realized the important role they can play in the 
industrialization programme of Singapore. The 
E.D.B., by occasional guarantee and other measures, 
tries to bring in local banks wherever possible into the 
field of industrial financing. There is also under con- 
sideration the establishment of a separate industrial 
development bank for Singapore. 

The Singapore Stock Exchange Trading Room 
(as part of the pan-Malaysian clearing system) came 
into operation in 1963 to facilitate the transference 
of shares. The market for long-term securities is 
well-developed and played an important part in raising 
capital for a number of industrial enterprises, in the 
recent years. 

There are no specific plans to channel govern- 
ment and business savings into industries. Any capital 
that goes into industries comes mainly from the private 
sector with the encouragement of the EDB. 

It is believed that there is no foreseeable shortage 
of capital in Singapore. Experience has shown that 
any worthwhile project could readily attract sufficient 
local and foreign capital participation.    In this respect 
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it is appropriate to note that recent new issues of 
equity capital for new industries have invariably been 
oversubscribed. Most of the local capital have been 
accumulated from profits derived from trade. 

In June 1965, of the total paid-up capital of $132 
million in pioneer firms, $73 million, or about 54 
per cent, was from local sources. In general, indus- 
tries have experienced no difficulties in raising 
suflicient capital; hence the necessity of government 
measures to promote business and personal savings is 
not particularly pressing. 

Of the 113 pioneer firms established up to June 
1965, about 50 per cent are joint ventures between 
local and foreign industrialists. Of the total establish- 
ments that have commenced operations or arc in an 
active stage of implementation, Japanese interests 
accounted for 22 of them and Hongkong 9. Foreign 
investors are usually prepared to go into partnership 
with local investors who may lack the technical know- 
how but who may have well-established distribution 
systems in Singapore and Malaysia. The advantage 
of this method ,s that foreign investors are assured of 

írod'ucí markCt f0r thCÌr l0Cally manufactured 

The Singapore Government is fully aware of the 
benefit that would be derived from joint ventures 
experience has tended to indicate that the relative 
scarcity of know-how and of industrial management 
w.l be a factor that will have to be increasingly 
reckoned with in the country's efforts to industrialize 
To encourage the inflow of foreign technical know-how 
and management, the Government places no limita- 
tions in respect of remití.mees of profits, dividends or 
even capital repayments in the original currency of 
the investors. } 

Overseas investors are free to enter any line of 
manufacturing industries. No reg'ilalions are imposed 
on the direction of foreign capital inflow nor is there 
any law prohibiting ownership and control of forden 
industrial enterprises. However, in the case of joint 
ventures, joint control is normally the rule rather than 
the exception. 

The Government strongly encourages joint ven- 
tures m industries where technical know-how is 
lacking. Furthermore, there are no regulations re- 
stricting the payment of royalties and other technical 
know-how payments. 

V.    TECHNICAL TRAINING AND MANPOWER 
DEVELOPMENT 

A high literacy level is one of the prerequisites 
for economic development; this has been recognized 
by the Government of Singapore for a long time 
Education, accordingly, rates highest in the Govern- 
ment's budget and accounts for 30 per cent of the 
annual government recurrent expenditure. 

A broad base has already been achieved in the 
Government's educational programme resulting in free 
primary education  for all.    At the end of the year 
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there was a total of 514 primary and 89 secondary 
schools, and 13 technical and vocational institutes. 
In addition, there arc two universities and two 
technical colleges in the country, offering courses in 
medicine, science, engineering, commerce, accountancy, 
law and, the liberal arts. A total of around 8,000 
students are admitted to those four institutions of 
higher learning each year. Since I960 there has been 
a distinct shift in emphasis in the Government's 
educational programme from the liberal arts to the 
trades, the crafts and the applied sciences. 

The number of students in primary and secondary 
schools number around 455,000, or approximately 25 
per cent of the total population of the republic. The 
teacher-student ration is around  1 to 30. 

To augment the formal educational programme 
and to meet the more immediate needs of industry 
for technical and managerial manpower, a number of 
programmes have been devised. With assistance from 
the United Nations and from foreign governments the 
Economic Development Board has launched a pro- 
duction training scheme in the fields of electronics 
and metal engineering. These production training 
programmes are designed to provide the trainees with 
opportunities to be trained under actual factory pro- 
duction conditions. They are also designed to meet 
the immediate requirements of industries and their 
training courses are adjusted accordingly. The courses 
have a flexibility which the normal curriculum of 
echmcal colleges cannot provide bv virtue of the 

latters   long-term and broader objectives 

fnr,. Vi filId °f manaßemer" training a notable step 
forward has been achieved with the establishment of 
the Singapore Institute of Management which conducts 
management courses for senior and middle-level 
executives. The Institute draws its teaching staff from 
among local senior management executives as well as 
overseas management executives. For junior execu- 
tes, manager-proprietors of small establishments and 

Services of the Economic Development Board or- 
ganizes, as part of its functions a number of manage- 
ment training courses. In all cases, these courses 
are designed to deal with the practical problems 
encountered in day-to-day management. Theorizing 
and the advocating of principles are generally reduced 
to a minimum. ' 

As   in   production   training   programmes,   these 
management training courses are designed to emphasise 
he  practical  side  of management  problems.    Case 

studies, as far as possible, are taken from actual and 
recent experiences of local industries. 

Overseas training/industria    -holarships 
To complement training I. ilities available locally 

the Government has also cuated an Industrial 
Scholarship Scheme to assist local industries in financ- 
ing the in-plant training of their technical personnel 
overseas. Additionally, local trainees are increasingly 
beine given opportunities for overseas in-plant training 
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as  part  of  the  general  framework  of  joint-venture 
industrial arrangements. 

VI.    DEVELOPMENT OF MAJOR INDUSTRIES 

As a logical development of trade, an assorted 
range of light industries sprang up under private 
enterprises in the State before 1960. Among other 
things, these industries were characterized by their 
smallness and geared essentially to meeting the home 
demand for cheap and low-quality goods. These 
industries included food processing, light metalworking, 
ship-repairing, and the manufacture of footwear and 
clay building materials. However, with a substantial 
effort on the part of the Government to expand the 
manufacturing industries in Singapore, a number of 
new industries have either commenced operations or 
are at various stages of being implemented. The 
following are some of the major ones: 

(a) Iron and steel industry 
One of the largest industries established in 
Jurong, the National Iron and Steel Mills 
Limited is a joint enterprise between the 
Economic Development Board and private 
local investors. With a capital investment 
of $20,000,000 in fixed assets it incorpor- 
ates one 60-thousand-tons-per-year electric 
furnace (and another one will be in opera- 
tion by early 1966), one 100-thousand-tons- 
per-year rolling mill and a 30-thousand-ton 
re-rolling mill. The plant has been designed 
to produce mild steel bars, high tensile de- 
formed bars, sections and angles and other 
steel products for the building construction 
industry. For the first nine months of 1965, 
it produced a total of 44,000 tons of steel 
products. Its annual capacity is expected 
to be 120,000 tons of steel products of 
various descriptions when the second furnace 
is installed. 

(b) Shipping 
With Singapore's ideal location in the centre 
of trade and commerce, it is not surprising 
that Singapore should have a shipbuilding 
industry. Small craft were until recently 
being built by small shipyards in the Kallang 
Basin. Singapore will be in a position to 
build ships of up to 90,000 DWT capacity 
when a dry dock of Jurong shipyard becomes 
operational next year. Established on Pulau 
Semulun in Jurong by Ishikawajima Harima 
Heavy Industries (1HI) Japan and EDB 
with a total capital investment of about $16 
million by the end of 1965, the shipyard will 
have the biggest dry dock in south-east Asia, 
besides a 1,700-metric-ton-capacity floating 
dock and a building slipway for smaller 
vessels    This shipyard has been in opera- 

tion since early 1965, only two year'* after 
preliminary planning. 

( c )   Oil refinery 
The State will have three petroleum refineries 
in operation by the middle of 1966 and a 
fourth is now in a planning stage. Total 
investment when the fourth one is completed 
will run to about $153 million. Two of the 
refineries opened in 1961 and 1962 pro- 
duced petroleum products to the value of 
$61.5 million for the first half year of 1965 

(d) Rubber product-tyres 
Bridgestone (Malaysia) Limited was opened 
early this year. A $20 million joint venture 
between local and Japanese industrialists, it 
produces a full range of tyres and tubes for 
automobiles and trucks. This company took 
only two years from planning to production. 

(e) Veneer and plywood industry 
To date, four factories arc in operation 
producing mainly for export. Another 
factory is under construction in Jurong. 
Total investment by December 1965 in those 
factories will amount to approximately $13 
million. The factories employ the latest 
machinery available and are highly success- 
ful. Three of these enterprises are joint 
ventures, representing local and foreign 
interests. 

(f) Flour-milling industry 
This industry is represented by two newly 
established pioneer firms. With a total in- 
vestment of $13 million, the firms have a 
total capacity of 160,000 tons of wheat Hour 
a year for local and overseas markets. 

(g) Cement 
Two clinker grinding plants arc in operation 
while a third one is under construction. 
Total investment will be about $9 million 
by the end of 1965. Output will largely be 
used locally by the booming construction 
industry. 

(h) Cable industry 
Two factories are now in operation in 
Jurong producing a wide range of PVC 
insulated wire and cable for domestic con- 
sumption while another is under construction. 
These companies will, at a later stage, 
produce rubber and paper insulated heavy- 
duty cable. 

(i) Textile 
This is one of the most labour-intensive 
industries. The State has three weaving 
mills operating in Jurong, producing grey- 
sheeting for export. Another fully-integrated 
textile project is in the planning stage. This 
factory plans to produce a whole range of 
synthetic   textile   fabrics.     Other   factories 
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manufacturing garments for local consump- 
tion, and for export arc already in operation. 
Two knitting factories producing socks and 
undei garments arc also in operation. 

( J )  Feedmix 
Three factories are in the implementation 
stage, with the total proposed capital invest- 
ment in fixed assets of $5.5 million. To- 
gether, the output of these factories when in 
operation will be $17.3 million per year, 

(k)  Chemical 
One factory commenced operations recently 
to produce powder and liquid detergents for 
household and industrial use while two 
others are also in operation producing 
sulphuric and hydrochloric acid. The third 
factory will commence operations shortly to 
produce caustic soda Total investment in 
all these factories would reach $8.5 million 
by the end of 1965. 

( I )   Fertilizer 
A ground phosphate fertilizer plant is under 
construction in Jurong and is expected to go 
into commercial production in 1968. When 
completed, the plant will supply fertilizer to 
Malaysia and other neighbouring countries. 
Total investment is expected to reach $3.4 
million by the end of  1967. 

Cm)  Motor vehicle assembly 
The State has two motor vehicle assembly 
plants. It is expected that a few more 
assembly plants will be established following 
the Government's policy statement on vehicle 
assembly. 

(n) One situar refinery costing about $4 million 
is in the process of construction. When in 
full production it expects to produce 88 
metric tons of refined sugar for the domestic 
market as well as for export 

(o)  Electrical appliance industry 
Two factories are in production producing 
a whole range of refrigerators and television 
sets. Besides, another project is now under- 
way in Jurong. When completed in 1967, 
this factory will manufacture air-conditioners,' 
refrigerators, electrical fans, and other house- 
hold appliances. Total investment is 
expected to be above $2 million 

The above are some of the illustrative examples 
of the major industries that have been established in 
Singapore. Other major industries that are in various 
stages of planning include a paper mill, a deep-sea 
fishing and canning industry, an aluminium extrusion 
mill, manufacture of PVC, an integrated timber 
industry to make use of timber waste products, sheet 
glass factory, and an integrated petrochemical complex 
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A COUNTRY STUDY ON THAILAND 

I.    PLANNING AND PROGRAMMING FOR 
INDUSTRIALIZATION 

a.   Brief history of industrial planning and 
programmino, 

Most of the industrial activity in Thailand is 
undertaken by the private sector on the basis of in- 
dividual entrepreneurial initiative. For the seven-year 
period ( 1959-1965), total gross fixed capital formation 
in manufacturing amounted to 18,534 million baht 
in the private sector and 1,415 million baht in the 
public sector. The current National Economic De- 
velopment Plan, as quoted below, reflects the Govern- 
ment's reliance on private enterprise: 

"It is believed that in Thailand increased output 
will be most readily secured through the spontaneous 
efforts of individual citizens, fostered and assisted 
by the Government, rather than through the Government 
itself entering directly into the field of production. 
The keynote of the public development programme 
is, therefore, the encouragement of economic growth 
in the private sector, and the resources of the Govern- 
ment will be mainly directed to projects, both in the 
agi ¡cultural and non-agricultural sectors of the 
economy, which have this objective in view." 

Consequently, planning for industrial develop- 
ment has focussed on the provision of infrastructural 
facilities to attract private industrial ventures. De- 
velopment planning in Thailand is, however, a re- 
latively recent activity. The first six-year National 
Economic Development Plan began in 1961 and was 
divided into two phases of three years each. It 
includes a detailed industrial development plan only 
for the state-owned enterprises. The second phase of 
the plan starting in 1964, projects a structural trend 
in the economy, with manufacturing increasing to 
14.4 per cent of the gross national product by 1966, 
but there is no detailed analysis of supply and demand 
by the industrial sector. The function of the plan is 
to formulate and recommend industrial policies which 
will stimulate private investment and to ensure the 
most productive allocation of resources in the public 
sector. Particular emphasis has been placed on the 
development of the following aspects of the infra- 
structure: 

(1)   Development of power 
An  electric   power   expansion  programme  has 

Note:   All information and statittical data contained in 
this study are those available up to the end of March 1966. 

been under way since 1957 to remedy the power 
shortage which has constituted an obstacle to indus- 
trial development. In spite of Thailand's hydro- 
electric potential, the expansion of generating and dis- 
tribution facilities has lagged behind the demand for 
power. The six-year plan allocates 4,100 million 
baht for the development of power. Projects com- 
pleted in 1964 have brought capacity well in excess 
of demand, and the plan calls for the encouragement 
of demand for productive purposes by the adjustment 
of rates and increased efficiency. 

(2) Development of transport and communica- 
tions 

The improvement and expansion of Thailand's 
transport system, particularly road transport, has 
been of utmost importance for economic growth and 
military security. Transport and communications have 
been the largest component of the public develop- 
ment programme, accounting for 27 per cent of 
actual expenditures during the first phase of the plan 
and 34 per cent of projected expenditures during 
the second phase. Their improvements will facilitate 
processing and distribution of agricultural products 
and, consequently, geographical distribution of indus- 
try beyond Bangkok. 

(3) Development of natural resources 
While at present no significant mineral resources 

apart from tin have been discovered in Thailand, 
much of the country is still geologically unexplored. 
The development programme calls for expanded geo- 
logical and geophysical efforts including a series of 
specific area surveys conducted with foreign assis- 
tance. 

b.   Machinery for platinino. 

The National Economic Development Board 
(NEDB), created by law in July 1959, is charged 
with the functions of a central planning agency. 
Essentially, the NEDB operates on three levels. At 
the top is the Board, with the Prime Minister 
as chairman, two Deputy Prime Ministers as deputy 
chairmen, the Secretary-General of the NEDB as an 
ex-officio member of the Board and its Secretary, and 
45 other government and non-government members 
appointed by the Council of Ministers. Cabinet 
Ministers act as advisers to the Board, and Ministers 
directly concerned with economic development of the 
country,   function   as   chairman   of   sectoral   sub- 
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committees. The Board, however, does not meet 
frequently and its function is therefore delegated to 
the Executive Committee which has nine members 
including the Secretary-General of the NEDB. The 
Executive Committee meets regularly as a policy- 
making body. It has the authority to supervise the 
work of the Planning Secretariat,' which forms the 
base of the organizational pyramid, and that of a 
number of ad hoc and standing committees including 
the Department of Technical and Economic Co- 
operation and the Foreign Loans Sub-Committee. 
The Board, or in practice the Executive Committee, 
recommends plans, programmes, projects and policies 
to the Council of Ministers for final approval. 

The Planning Office has an Industry Division, 
which is responsible for the approval of the capital 
budgets of the public enterprises and government 
policies affecting industrial investment. A private- 
sector planning group, composed of representatives 
from the Government and the private sectors, has been 
organized to broaden the planning process conducted 
by the NEDB so as to include the private sector. 
Working sub-committees have been formed for manu- 
facturing, trade and services. The projections of 
private economic activity are to be integrated into 
the next national development plan, namely, the five- 
year National Economic and Social Development 
Plan, 1967-71, in order to give more realism and 
consistency to the national plan, to assist in the 
formulation of policies necessary to achieve objectives, 
and to provide guidelines concerning relations between 
state-owned enterprises and private business. 

II.    INDUSTRIAL  POTENTIAL 

o.   Industri«! feasibility surveys 

In Thailand, general feasibility surveys for the 
whole country have not yet been conducted by any 
government agency or private organization. How- 
ever, four industry feasibility surveys were undertaken 
by a group of consultants from Ebasco Service In- 
corporated in 1962. These surveys were financed by 
the United States Operations Mission to Thailand 
(USOM or AID) and reports of these surveys were 
published and distributed widely in the United States 
by the  United  States  Government. 

Before the abovementioned surveys were under- 
taken, a consultant from Ebasco Service Incorporated 
came to Bangkok and stayed from December 1961 
to March 1962 to gather facts and figures with a 
view to identifying industrial investment opportunities 
or possible industries which could be profitably set up 
in Thailand. This consultant based his analysis of 
the opportunities for industrial investment on market 
demand and potential for growth, use of local raw 
materials, extent of import reduction and consequent 
conservation of foreign exchange, general contribu- 
tion to the economy of Thailand and potential for 
profit sufficiently attractive to private investment.    As 

a result of his study, 18 specific industries, (industrial 
chemicals, plastics, paperboard, corn processing and 
storage, vegetable oils, small machinery, water pumps, 
small internal combustion engines, synthetic fibre 
[viscose rayon], sheet glass, food canning, electrical 
equipment and supplies, household electric appliances, 
agricultural equipment and tractors, paint, bicycles! 
automobile tyres and tubes, and fertilizers) were 
recommended to USOM1 and to the Thai Government 
for selection for further economic and technical 
feasibility studies. 

Subsequently, a team of six consultants from 
Ebasco Service Incorporated (financed by USOM/ 
AID), came to Thailand to carry out economic and 
feasibility studies on four selected industries, namely, 
water pumps, household electric appliances, soda ash 
and caustic soda, and hand tools. Four government 
engineers were assigned by the Ministry of Industry 
to work with this team of consultants. Market studies 
were conducted to find the market potentials of water 
pumps, household electric appliances, particularly 
electric fans and electric irons, soda ash and caustic 
soda, and hand tools. Production methods and pro- 
cesses for their estimated shares of the market poten- 
tials thus obtained, as well as organizations for pro- 
duction facilities, were proposed. Financial analyses 
were made to estimate the profitability of the projects 
and the expected rates of return on investment. The 
four reports submitted by the consultants and subse- 
quently published by USOM cover in detail the follow- 
ing points: 

(1) market analyses, covering present local 
consumption, growth potential of market, 
and possibility of export; 

(2) production requirements, including process 
and raw material needs and supply; 

(3) estimated cost of investment, including 
machinery and equipment and working 
capital; 

(4) estimated production and operating costs; 
(5) financial analyses showing expected rate 

of return on investment. 
It was shown in all the four reports that invest- 

ment in these four fields would yield attractive rates 
of return. 

No other industrial feasibility surveys for specific 
industries have been undertaken suce then; however, 
since 1965, a general techno-economic survey unit 
has been formed within the Department of Industrial 
Promotion of the Ministry of Industry. This unit, 
at present composed of two economists and one 
engineer, has so far undertaken techno-economic 
surveys of six provinces in the north-eastern region of 
Thailand, namely, Konkaen, Udorn, Ubol, Sakol- 
nakorn, Roi-et and Mahasarakam, under the assistance 
and guidance of an industrial adviser from USOM/ 
AID. 

mOMHTÄJ"   7* C^ntry- study-  "USOM"  refers  to UiUM, Thailand, unless otherwise specified. 
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The main purposes of the surveys are as follows: 
( 1 )    to study the present conditions of indus- 

tries operating in provincial areas so that a 
plan can be formulated in the future to 
provide the necessary technical assistance 
where required; 

(2)    to   find   out   what   new   industries   and 
profitably be set up in those provinces and 
which existing industries could be expanded 
into economically viable units, taking into 
consideration local agricultural and mineral 
resources as well as skills and financial in- 
vestment capability of the people in the 
provinces. 

In  the  fiscal   years   1965   and   1966,   169,500 
and 208,750 baht respectively were allocated in the 
national budget for those surveys.    A bigger budget 
allocation  for  the   next  fiscal year   1967   has  been 
requested by the Department of Industrial Promotion 
to enable another team of two economists and one 
engineer to be  added to the unit, so that techno- 
eeonomic  surveys   of  ten   more  provinces   may   be 
undertaken by the unit during 1967.   In this way, 
it  is  planned   to   conduct   techno-economic   surveys 
eventually of all the 69 provinces in Thailand, apart 
from Bangkok and Thonburi. 

b.   Resource« surveys 
Most of the resources surveys being conducted 

in Thailand at present are mineral resources surveys 
undertaken by the Department of Mineral Resources 
of the Ministry of National Development. Geologi- 
cally, a large part of Thailand is still waiting to be 
surveyed. Preparation is now being made to provide, 
during the next few years, more staff and equipment 
to enable the Geological Survey Division and the 
Economic Geology Division of the Department of 
Mineral Resources to extend its geological, geophy- 
sical and geochemical work in locating new areas 
which would merit intensive prospecting. 

Foreign aid has lately been obtained for surveying 
and prospecting in some special areas and deposits. 
Exploration of iron ore deposits in Kanchanaburi 
province has recently been completed with the assis- 
tance of the Government of the Federal Republic 
of Germany. With the financial assistance of the 
United Nations Special Fund, a mineral survey over 
a wide area in the north-eastern region of Thailand, 
west of the Mekong River, has just been successfully 
completed by a team of British Overseas Geological 
Surveys geologists under the auspices of the Colombo 
Plan and the Lower Mekong Development Committee. 
At present, a team of German geologists, with 
the assistance of the Government of the Federal 
Republic of Germany, is working jointly with Thai 
geologists from the Department of Mineral Resources 
in conducting a geological survey in the northern 
region of Thailand. 

Some mineral resources surveys are also being 
conducted by private  enterprises.   Since  1962, ex- 

plorations for oil in two areas of the north-eastern 
region of Thailand have been undertaken by two 
private companies under concessions granted by the 
Government. No drilling in these areas has yet 
been attempted, the work undertaken being confined 
mainly to ground and aerial surveys. Five more 
applications for oil exploration concessions arc at 
present being considered by the Government. These 
applications cover very wide areas, in the north, 
north-east, east, south, and even in the Gulf of 
Thailand. A number of applications for off-shore 
tin prospecting covering large areas in the south of 
the country have also been recently submitted to the 
Thai Government for consideration. 

In addition, a three-year pulp and paper material 
survey is being undertaken, since December 1963, in 
selected areas in Kanchanaburi, Srisaket, Surajthani, 
Chiengmai and Petchbul provinces, with a view to 
assessing the availability, suitability and potential of 
existing domestic fibrous raw materials for pulp, paper, 
paperboard, and wood-based panel products manu- 
facture. Forestry inventory surveys, studies and 
plantation experiments are being conducted as a part 
of this survey. Technical and economic feasibility 
studies of specific types and sizes of industrial plants 
based upon present and future raw material availability 
will also be included in the survey. It is believed that 
this survey will help in the training of officials of the 
Royal Forest Department and, when completed, will 
assist the Government of Thailand in the formulation 
of a long-term forestry and forest products develop- 
ment plan. This survey is being jointly financed by 
the Thai Government and the United Nations Special 
Fund, with the Food and Agriculture Organization 
(FAO) acting as the Executing Agency. The Special 
Fund allocation amounts to US$557,300 whereas 
the government counterpart contribution totals 
US$299,540. Already, it has been reported by the 
inventory survey team that large stands of pine trees 
suitable for paper pulp making, exist in Chiengmai and 
Petchbul. 

c.   Infrastructure itfthpimmt 

( 1 )    Transport 

Transport facilities in Thailand are reasonably 
adequate. In addition to the traditional waterways 
transport, an extensive railway system is in existence. 
The main lines cover 3,494 kilometres, joining up the 
major centres of population and production. This 
state railway is being improved with new rolling stock 
and equipment, including a gradual conversion to 
diesel locomotives and heavier rails. Modern high- 
ways radiating from Bangkok, complemented by 
secondary roads and bridges, are already linking 
principal cities and regions of the country, and major 
programmes for extension of highway systems are 
under way. Air transport systems are also being 
expanded. Bangkok's large, modem airport is a 
major international air centre for south-east Asia, with 
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many airlines providing frequent jet service from it 
to all parts of the world. 

The first six-year National Economic Develop- 
ment Plan (1961-1966) contains many projects for 
improving and developing inland, water and air 
transport facilities and services. Inland transport may 
be divided into that by road and by rail, and road 
transport further subdivided into that by national 
highways and by provincial highways 

(a)    Roads 
The national highway network at present com- 

prises about 9,500 kilometres of primary and second- 
ary highways, of which about 5,000 kilometres are 
paved with cement, concrete, or asphalt while the rest 
are of lateritic and gravel or earth-type surfaces. Most 
of the existing highways are still below modern 
standards, being too narrow and limited to dry-season 
use or small loads. This frequently causes many dis- 
tricts to be cut off from the rest of the country, 
especially during the rainy season. 

The original plan for national highway develop- 
ment called for the rehabilitation of 3,982 kilometres 
of substandard primary and secondary highways and 
the construction of   1,459 kilometres of new roads 
within the eight-year period from 1963 to 1970.    This 
plan was to be financed by annual national budgets 
and foreign loans; however, when the plan was worked 
out in detail, it was found that the actual construction 
costs were much higher than previously estimated and 
sufficient mechanical equipment and trained engineers 
and other necessary technical staff were not available. 
A new and more feasible plan extending over a period 
of seven  years from   1965  to  1971  was, therefore, 
devised   b>   a   special  committee  appointed  by  the 
Council of Ministers, based on the guidelines laid down 
by the National Economic Development Board.  Under 
the revised plan, the Government will rehabilitate and 
improve   substandard   primary  highways  as  well  as 
construct new highwavs to a total distance of 4,507 
kilometres      In   addition.   3,123  kilometres   of  the 
existing secondary highways will be improved by black- 
topping  with   penetration   maccadam.     Emphasis  in 
this   seven-year   period   is   on   upgrading   of   the 
substandard highways, widening of the pavements and 
increasing the wheel-load capacity so that the improved 
highways can be used throughout the year with sub- 
sequent saving in maintenance costs.    When the plan 
is fully implemented, most of (he primary highway 
network will be up to modern standards and almost 
all the secondary highways will he black-topped and 
all-weathered. 

The provincial and rural highway system at 
-«sent totals about 20.000 kilometres, of which 6,200 

kv<-tetre« are classified as provincial highways. The 
maju . ; of the existing provincial roads are still sub- 
standard, -nany of them deteriorate very quickly and 
arr impasse••> during the rainy season This situation 
n atirihutabw ,.-> lack of adequate construction and 
mainUMnce fun*.  -<nd insufficient supply of machinery 

and equipment and trained personnel. At present 
only about 2,700 kilometres of provincial highways arc 
paved and all-weathered. Most of the rural roads are 
mere service tracks and only a small proportion of 
them can be used during the rainy season. It should 
be mentioned here that, while the maintenance of the 
provincial highways is financed from the national 
budgets, the rural roads are in most cases being main- 
tained with insufficient and uncertain allotment of 
funds from provincial revenues. 

A feeder roads development plan is now being 
drafted with a view to rehabilitating and constructing 
about 3,000 kilometres of provincial and rural roads 
during the next seven years. This plan, as envisaged, 
will be financed mainly from the national budgets. 

(b)    Railway, 
Regarding railway transport, the Government', 

railway development programme (1961-1966) con- 
centrates more on increasing the carrying capacity 
and efficiency of the state railway system than on 
substantial extensions of the existing network. In 
order to improve the existing facilities, the state 
railway during the past few years has been shifting 
from steam to diesel locomotives, and has procured 
many new passenger and freight cars. At the same 
time the 50-pound rails were replaced by heavier ones 
of 70 pounds, and many of the wooden bridges were 
replaced by steel or reinforced concrete bridges 
capable of carrying a 15-ton axle load. Quite a 
number of the old station yards, railway junctions, and 
signal systems were also improved. 

The railway investment programme for the 
period 1964-1966 envisages spending 418 million 
baht from the national budget and another 539 
million baht from foreign loans. It is estimated that 
during this period an average increase of 3 per cent 
per annum in passenger traffic and of 4 per cent 
per annum in freight traffic will be obtained. 

( c )    Water transport 
In the field of water transport, a river traffic 

survey including studies of its volume, origin and 
destination of passengers and cargo, and other 
related aspects essential for a proper assessment of the 
importance as well as present and future require- 
ments of the country's inland water transport system 
has been in progress since 1963. It is expected that 
this survey will be completed some time in 1966 

id)    A viatioti 
Concerning air transport, activities since 1961 

have been concentrated mainly on airport construction 
and installation of improved air traffic control systems. 
Surveys and airport construction work have been 
undertaken at Chiengmai. Korat, Udornthani, Ubol. 
Phuket, Phitsanuloke, Lampang, Chiengrai and 
Nakornphanom Surveys and designs have been com- 
pleted for airports at Songkla. Maesarieng and 
Maehongson. Air trame towers, a VOR station aad a 
receiver station have been erected at Bang Ping and 
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a transmitter station has been completed at Bang 
Pia, near Bangkok. In addition, a communications 
centre for both domestic and international services 
has been set up and two additional teletype machines 
were installed in the province. All these activities 
were undertaken by foreign companies under contract 
to (he Thai Government. 

With the object of reducing air traffic congestion 
a i Don Maung Airport, an eastern runway capable of 
carrying loads up to 75,000 pounds per wheel was 
iccently constructed. In addition, after the completion 
df a preliminary engineering survey, a proposal for the 
construction of a second commercial airport near 
liangkok was submitted some time ago to the 
I hai Government. The Government, however, 
decided that, because of the large capital outlay 
required, further careful investigation must be made, 
including the alternative of expanding the present Don 
Muang Commercial airport. 

Recently, the Thai Airways Company, a govern- 
ment enterprise, acquired three new commercial 
Avrò 748 aircraft, each having accommodation for 
forty passengers. Work is now in progress to expand 
the aviation overhaul and maintenance facilities of 
the Company by the end of 1966, to a capacity of 
60,000 man-hours, which is about three times that in 
1**63. 

( 2 )    Power 
for some years after the Second World War, 

I hailand suffered from a severe electric power 
shortage especially in Bangkok and Thonburi, 
«hich was mostly due to the very rapidly increasing 
• lemand which could not be met by the slow expansion 
of generation and distribution facilities. 

Before the commencement of the first <ix-year 
development plan (1961-1966), some significant steps 
had been taken to remedy this situation by the initia- 
tion of a major hydro-electric project at Yanhee in 
th; north of Thailand, and by the decision to construct 
a new thermal power station in Bangkok. 

In 1952, the Thai Government approved a pro- 
posal, submitted by the Irrigation Department, for the 
construction of a multi-purpose dam at Yanhee on the 
Menam Ping river, approximately 360 miles north 
of Bangkok, to irrigate areas around Tak and 
kampangpet provinces and to provide low-cost electric 
power for Bangkok and other provinces of the central 
region During the subsequent five years engineers 
of the Irrigation Department, with the co-operation 
of the United States Bureau of Reclamation and 
the World Bank, woiked out details of the dam. In 
'957, a loan of US$66 million for the construction 
of the dam was obtained from the World Bank. An 
additional 700 million baht was provided by the Thai 
Government for the same purpose. The dam, which 
is now known as Bhumibol Dam, together with the 
hydro-electric power station erected at the dam site 
ind operated by the Yanhee Electricity Authority, was 
officially opened by His Majesty the King of Thailand 

on 17 May 1964. The total planned generating 
capacity of this station is 560 MW, to be provided 
by eight 70-MW units. At present, however, only 
two units have been installed and the 140 MW. 
generated, is being supplied to the Yanhee grid system 
which provides power to several provinces in the 
northern, central and eastern regions of Thailand, 
including the Bangkok and Thonburi area which is 
the largest load centre and is situated at a transmitting 
distance of 445 kilometres from the generating station. 
Two more 70-MW. units are now being acquired 
to increase the generating capacity of the station to 
280 MW. in the near future. 

In addition to the Yanhee Project mentioned 
above, many smaller hydro-electric projects are now 
being investigated and some are already being 
constructed. In the north-east region of the country, 
the Nam Pong Prcject at Konkaen with a capacity 
of 25 MW. came into operation on 14 March 
1966, when its Ubolratana Dam was officially 
opened by His Majesty the King of Thailand. 
Another project in the north-east region, the Nam 
Pung Project at Sakolnakorn, with a capacity 
of 6 MW. is now under active construction ?nd is 
scheduled to come into operation very soon. In the 
south a 30-MW. hydro-electric power scheme at 
Yala, called the Pattani Project, is at present under 
intensive study. Two more projects are now being 
closely investigated; they are the 240-MW Ta-Pla 
Dam Project, on the Nan river, Uttaradit province in the 
north, and the 21-MW Lam Dome Noi Project at 
Ubolrajthani in the north-east. On the Mekong 
river, the first hydro-electric dam to be constructed 
is the Pha Mong Dam at Nongkai. Apart from 
these projects, many more hydro-electric schemes 
in the country are now undergoing preliminary 
surveys, such as the Sai Yai Project at Prachinburi 
and the Quae Yai Project at Kanchanaburi. 

Regarding thermal power, the principal thermal 
plant in the country at present is the new power 
station at Bangkrucy, just north of Bangkok, which 
has a total generating capacity of 150 MW provided 
by two 75-MW units. This station is linked 
with the Yanhee system and is also operated by the 
Yanhee Electricity Authority. The two former thermal 
plants at Wat Lieb and Samsen, both in Bangkok, 
which have a combined generating capacity of 41.3 
MW and which have supplied electricity to Bangkok 
and Thonburi for many years both before and after 
the Second World War, are now being kept as stand- 
bys. In the provinces, the construction of a lignite- 
burning thermal station ot 40 MW capacity at Krabi 
in the southern region of Thailand has now been 
completed. The station has been supplying electric 
power since June 1964 to the mining industry in 
several important southern provinces. In the north, 
however, the 12.5-MW lignite-burning thermal plant 
at Maemoh, near Lampang, which had been supplying 
electric power for some years for the construction of 
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the Yanhce Project, as well as to neighbouring towns, 
was closed down when the Yanhee hydro-electric 
power station started operation, and is now kept as 
a stand-by. 

Apart from these large power plants, the Pro- 
vincial Electricity Authority is at present operating a 
number of small diesel-driven power stations in rural 
towns which cannot yet receive power supply from 
large central stations. It is now the policy of the 
Authority not to install any more new diesel-driven 
generating units but to replace old and obsolete ones 
by units withdrawn from areas which can be supplied 
by the Yanhee gird system. Some units in these 
areas will, however, still be retained as stand-bys until 
a agular supply of power by the Yanhee gird system 
is fully assured. At the beginning of 1965, the 
diesel generating capacity in use totalled 60 MW, and 
it is estimated that 11 MW of this capacity will be 
replaced during the year by power supplied by the 
Yanhee gird system. In 1966 it is expected that a 
further 15 MW of the diesel generating capacity will 
be withdrawn 

The development of electric power during the six 
years (1961-1966) of the plan period will necessitate 
a total expenditure of around 4,000 million baht. 
Of this, well over 2,000 million baht was provided 
during the years 1961-1963 by long-term loans largely 
from the World Bank and partly from foreign govern- 
ments. During the same period, about 344 million 
baht was contributed by various public enterprises 
operating in the power field from their own resources, 
and about 312 million baht was provided by the 
Government from the national budget. Another 169 
million baht toward the expenditure came from foreign 
grants during the period. The actual expenditure for 
power development of the country during the first 
three years, 1961-1963, of the plan period, together 
with those estimated for the next three years, 1964- 
1966, are as follows: 

iMLfc    I        EXPENDIIUIU.   ON    THfc  DEVELOPMEN1    OF   ELECTtlt 
Powm,   1961-1966 

(million baht) 

hxptnditmn 

Contribution 

1 )    National  budget 
2) Public      enterprises 

(own    resources) 
3) Foreign  loans   . 
4) Foreign  grants 

1061 l'Idi (laii.tlt 

^ 11.95 

344.12 
1,515 51 

169.27 

(fHimntcdt 

566.06 

Tot at for the 
f> year periné 

I7Í.0I 

244.36 511.48 
962.51       2.47Í.02 
24.70 193.97 

Total            2,340.15       1,797.63      4,131.41 

In the Bangkok and Thonburi area, which is the 
largest load centre of the country and consumes 
approximately three-quarters of the total electricity 
requirement of the whole country, an attractive 
schedule of electric ratei was introduced in the latter 
part   of    1962.    Because   of   this   inducement,   the 

energy sold in this area by the Metropolitan Electricity 
Authority in 1963 increased by about 24 per cent over 
that sold in the previous year. A similar type of 
rate schedule is now being planned for other areas 
of the country. 

It will thus be seen that the Thai Government 
places great emphasis on the development of electric 
power supply industry, in energy resources develop- 
ment as well as in promotion of energy consumption 
through power rate adjustment. 

The total capacity of public supply utilities in the 
past two decades steadily increased and had reached 
273 MW by the end of 1962. By the end of 1963 
it had increased to approximately 331 MW The 
increase in 1964 was 180 MW, so that by the end 
of the year, the over-all capacity was 511 MW. 

III.    INDUSTRIAL  POLICY 

a.   In vast ment law* and raf illation« 

( 1 )    Basic legislation 
In order to encourage investment, local as well 

as foreign, in industries, the Government of Thailand 
enacted the first promotion law called the "Act on 
the Promotion of Industries, B.E. 2497" in October 
1954. In April 1959, the Board of Investment was 
created to render assistance to would-be industrial 
entrepreneurs and investors under the provisions of the 
Act. This Act was, however, replaced by the 
"Promotion of Industrial Investment Act, BE. 2503" 
in October 1960, with the Board of Investment 
becoming administrator of the new Act. The Act 
was in turn revised and liberalized by the "Promotion 
of Industrial Investment Act, B.E. 2505" in February 
1962. The important features of this Act of 1962, 
which is at present still in force (see also page 50 
for details of the Promotion of Industrial Investment 
Act of 1965), may be summarized as follows: 

(a) Unlike in the previous promotion laws, the 
"promoted industrial activities (industries)" defined 
by ministerial regulations or by announcement of the 
Board of Investment under the provisions of the Act 
of 1962 are classified into three groups as follows: 

(i) Industrial activities under group A are 
those which are vital and necessary to the economy 
of the country, and shall be designated by ministerial 
regulation defining the categories, sizes and other 
conditions applicable to this classification. 

Originally 38 industries were designated for 
promotion under group A. In August 1963 and 
December 1965 two more industries, namely, the 
calcium carbide industry and kraft paper industry, 
were added to the group. In August 1964, however, 
five of those already designated under group A were 
withdrawn, namely, tin smelting industry, cast-iron, 
steel, asbestos cement or plastic pipe industry, motor 
vehicle tyre or inner tube industry, household 
electrical appliances industry, and sweetened con- 
densed  milk  industry,   leaving   at  present only   35 
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industries to be promoted under group A as shown 
in table 2. 

ii) Industrial activities under group B are 
tlii^c which are less vital and necessary to the economy 
of the country than those under group A, as shall 
he designated by ministerial regulation defining the 
categories, sizes, or other conditions applicable to this 
Jassifkation. 

Originally 18 industries were designated for 
promotion under group B. In August 1964, three of 
diese were withdrawn, namely, electric wire or cable 
industry, household electrical appliances assembling 
industry, and concentrated cream or evaporated milk 
industry. However, in December 1964, the grease 
manufacturing industry, was added to the Group, 
making the number of industries remaining to be 
promoted under this group at present 16 as shown 
in table 3. 

(iii) Industrial activities under group C are 
those other than the industries classified under groups 
A and B, in respect to which the categories, sizes, 
iiid other conditions shall be defined by announcement 

oi the Hoard of Investment with the approval of the 
hune Minister. 

Originally 63 industries were designated for 
promoted under group C. Between July 1962 and 
December 1965, fourteen industries were added to the 
group They were the industries for wire screens, 
^heet glass, galvanized sheet iron, internal boat trans- 
portation, modern rice mill, stone quarry, gramophone 
reenids. prefabricated building and prefabricated fac- 
1 •'!•> of iron structure, animal foods, parts for motor 
vehicles, engines or machines, fibre-board, sensitized 
paper, welding electrode, and animal hair selecting and 
cleaning In August 1964, however, four industries 
already designated under this group were withdrawn, 
namely, spinning (from cotton), weaving (from cotton 
into grey shirting), wet-type electric storage battery 
and galvanized iron sheet, leaving at present only 73 
industries to be promoted under this group as shown 
m table 4. 

It must be pointed out here that the current lists 
of mdustres designated for promotion under the 
three groups are not necessarily inclusive nor final 
md may be changed or expanded from time to time 
is the Board of Investment deems fit. However, 
i  is definitely  stipulated in the Act  of   1962 that 

"after five years from the date this Act takes effect, 
any 'promoted persons' for industrial activities under 
groups A and B who thereafter begin operations of 
the industrial activities shall not receive the rights 
and benefits under section 20 and section 21, and 
such industrial activities shall be regarded as those 
under group C." 

(b) The State guarantees not to engage in any 
new industrial activity in competition with that of 
the   "promoted person". 

(c) The State guarantees against expropriation 
or nationalization of any private industrial activity. 

(d) A "promoted person" shall receive the 
following rights and benefits 

(i) If the "promoted person" is a limited com- 
pany or a partnership registered in Thailand, it shall 
be permitted to own land for carrying on the indus- 
trial activity to such extent as the Board of Investment 
deems fit even in excess of the limit permissible under 
other laws. 

(ii) Exemption from import duties on the 
machinery, componem parts and accessories which are 
required for the industrial activity. This shall include 
prefabricated factory structures to be installed for 
carrying on the industrial activity or such other 
materials and equipment for the construction thereof 
as may be approved by the Board of Investment 
under such conditions as it deems fit, provided that 
similar materials, approximately equal in price and 
quality, are not being produced within the country 
in sufficient quantity. 

(iii) Exemption from business tax on the 
machinery, component parts and accessories which 
are required for the industrial activity. This shall 
include prefabricated factory structures to be installed 
for carrying on the industrial activity or such other 
materials and equipment for the construction as it 
deems fit, and regardless of whether such tax-exempt 
person be a trader, producer or importer. 

(iv) In the case where a "promoted person" 
is a juristic person, it shall be exempted from taxes 
on income derived from the industrial activity for 
five fiscal periods under the Revenue Code beginning 
with the tax period in which such juristic person has 
either sold its products or gained an income. This 
shall not apply to a "promoted person" who receives 
promotion covering expansion of an industrial activity. 

TAILE  2.    INDUSïRIAL ACTIVITIES I JDER GROUP  A 

Calrgftrifs 

I       Iron      Smelting      Industry     All size* 
(smelting of iron ores into 
pig iron) 

-       Steel      Making      Industry     All sizes 
l producing   steel   from   pig 
iron or steel scraps) 

Condition i 

Machinery and equipment ap- 
proved by the Board must be 
used. 
Machinery and equipment ap- 
proved by the Board mini be 
used. 
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Sttkd 
Namttt Cêietoriti Ramerai 

3      Tin Smelting Industry 

4       Lead Smelting Industry 

J       Zinc  Smelting Industry 

9       Manganese Smelling Indus- 
try 

10      Tractor   Producing  or   As- 
sembling Industry 

11 Motor Vehicle Spart  Parts 
Industry 

12 Bicycle   or   Tricycle   With 
or Without Engine Industry 

13 Internal - Combustion or 
Electrical Prime - Moving 
Engine Industry 

14       Agricultural  Machinery In- 
dustry 

li       Water  Pump  Industry 

Daily producing capacity of 
not less than twenty thou- 
sand kilogrammes of tin 
metal 

All  sizes 

All sizes 

6      Copper  Smelting Industry      AH sizes 

7       Antimony Smelting Industry     All sizes 

8      Tungsten Smelting Industry     All sizes 

All sizes 

Annual   producing   or   as- 
sembling   capacity   of   not 
less    than    one    hundred 
tractors 
All sizes 

Sizes requiring capital in- 
vestments of not less than 
five million baht (not in- 
cluding value of land and 
circulating capital) 
Sizes requiring capital in- 
vestments of not less than 
three million baht (not in- 
cluding value of land and 
circulating capital) 
Sizes requiring capital in- 
vestments of not less than 
two million baht (not in- 
cluding value of land and 
circulating capital) 
Sizes requiring capital in- 
vestments of not less than 
one million baht (not in- 
cluding value of land and 
circulating capital) 

Machinery and equipment ap- 
proved by the Board must be 
used and the metal produced 
must have a purity of not less 
than 99.Î per cent with smelting 
losses of not more than 2 per cent. 
Machinery and equipment ap- 
proved by the Board must be 
used and the metal produced 
must have a purity of not less 
than 99.8 per cent with smelting 
losses of not more than 5 per cent. 
Machinery and equipment ap- 
proved by the Board must be 
used and the metal produced 
must have a purity of not less 
than 99.8 per cent with smelting 
losses of not more than 5 per cent. 
Machinery and equipment ap- 
proved by the Board must be 
used and the metal produced 
must have a purity of not less 
than 99.8 per cent with smelting 
losses of not more than 5 per cent. 
Machinery and equipment ap- 
proved by the Board must be 
used and the metal produced 
must have a purity of not less 
than 99.8 per cent with smelting 
losses of not more than 5 per cent. 
Machinery and equipment ap- 
proved by the Board must be 
used and must be capable of 
smelting mixed tungsten or pro- 
ducing pure tungsten according 
to international standards. 
Machinery and equipment ap- 
proved by the Board must be 
used and must be capable of 
smelting mixed manganese ac- 
cording to international standards. 
Machinery and equipment ap- 
proved by the Board must be 
used. 

Machinery and equipment ap- 
proved by the Board must he 
used. 
Machinery and equipment ap- 
proved by the Board must be 
used. 

Machinery and equipment ap- 
proved by the Board must be 
used and the quality of the pro- 
ducts must be in accordance with 
international standards. 
Machinery and equipment ap- 
proved by the Board must be 
used. 

Machinery and equipment ap- 
proved by the Board must be 
used and the quality of the pro- 
ducts must be in accordance with 
international   standards. 

Withdrawn on 
3 August 1964 
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Serial 
Catégoriel 

16       Machine Tool Industry 

17 

18 

Cast-Iron, Steel, Asbestos 
Cement or Plastic Pipe In- 
dustry 

Motor    Vehicle    Tyre 
Inner Tube Industry 

or 

19       Carbon  Dioxide  Industry 

20 Caustic Soda Industry 

Sodium Carbonate or Soda 
Ash Industry 

22       Ammonia Industry 

23       Nitric  Acid  Industry 

Sizes requiring capital in- 
vestments of not less than 
two million baht (not in- 
cluding value of land and 
circulating capital) 
Sizes requiring capital in- 
vestments of not less than 
ten million baht (not in- 
cluding value of land and 
circulating capital) 
Annual producing capacity 
of not less than 50,000 of 
either tyres or tubes 

Daily producing capacity 
of not less than two 
thousand  kilogrammes 

Daily producing capacity 
of not less than five 
thousand  kilogrammes 

Daily producing capacity 
of not less than twenty 
five thousand kilogrammes 

Daily producing capacity 
of not less than tea 
thousand  kilogrammes 

Daily producing capacity 
of not less than Ivt 
thousand kilogrammes 

24      Hydrochloric Acid Industry     Daily   producing   capacity 
of   not   less   than    three 
thousand kilogrammes 

Machinery and equipment ap- 
proved by the Board must be 
used and the quality of the pro- 
ducts must be in accordance with 
international standards. 
Machinery and equipment ap- 
proved by the Board must be 
used. 

Machinery and equipment ap- 
proved by the Board and mainly 
domestic raw rubber must be 
used. 
Machinery and equipment ap- 
proved by the Board must be 
used. The use of foreign raw 
material is prohibited, if símil ir 
material of suitable quality is 
available in Thailand. The 
quality of the products must be 
in accordance with international 
standards. 
Machinery and equipment ap- 
proved by the Board must be 
used. The use of foreign raw 
material is prohibited, if similar 
material of suitable quality is 
available in Thailand. The 
quality of the products must be 
in accordance with international 
standards. 
Machinery and equipment ap- 
proved by the Board must be 
used. The use of foreign raw 
material is prohibited, if similar 
material of suitable quality is 
available in Thailand. The 
quality of the products must be 
in accordance with international 
standards. 
Machinery and equipment ap- 
proved by the Board must be 
used. The use of foreign raw 
material is prohibited, if similar 
material of suitable quality is 
available in Thailand. The 
quality of the products must be 
in accordance with international 
standards. 
Machinery and equipment ap- 
proved by the Board must be 
used. The use of foreign raw 
material is prohibited, f similar 
material of suitable quality is 
available in Thailand. The 
quality of the products must be 
in accordance with international 
standards. 
Machinery and equipment ap- 
proved by the Board must be 
used. The use of foreign raw 
material is prohibited, if similar 
material of suitable quality is 
available in Thailand. The 
quality of the products must be 
in accordance with international 
standards. 

Reinject 

Withdrawn on 
3 August 1964 

Withdrawn on 
3 August 1964 



266 INDUSTRIAL   DEVELOPMENTS   IN   ASIA   AND   THE  PAR   EAST 

Urial 
( ttegoriei Crmiititm Ktmarkt 

25       Concentrated  Latex   Indus- 
try 

26       Chemical Fertilizer Industry 

27        Plastic  Powder  Industry 

28        Synthetic  Fibre   Industry 

29 Lac   Products  Industry 

30        Household    F.lectrical    Ap- 
pliances Industry 

31 Fungicide or Insecticide In- 
dustry 

32 Radio   Parts Industry 

3' Iclevision  Parts  Industry 

34 electronic Products (Other 
Than Those in No 32 and 
No   33) Industry 

35 Photographic Tilm, Cine- 
matographic Film or X-ray 
Film  Industry 

36        Sweetened Condensed   Milk 
Industry 

37        Vegetable Oil Industry 

Annual producing capacity 
of not less than four 
hundred thousand kilo- 
grammes of 60 per cent 
concentrated  latex 

Daily producing capacity 
of not less than fifty 
thousand   kilogrammes 

Sizes requiring capital in- 
vestments of not less than 
ten million baht (not in- 
cluding value of land and 
circulating capital ) 

Daily producing capacity 
of not less than three 
thousand   kilogrammes 

Annual producing capacity 
of not less than five 
hundred thousand kilo- 
grammes 

Sizes requiring capital in- 
vestments of not less than 
one million baht (not in- 
cluding value of land and 
circulating capital) 

Sizes requiring capital in- 
vestments of not less than 
five million baht (not in- 
cluding value of land and 
circulating  capital ) 

Sizes   requiring   capital   in- 
vestments of not   less than 

one  million   baht   (not  in- 
cluding   value   of   land and 
circulating  capital ) 
Sizes   requiring   capital   in- 
vestments of not   less than 
one million   baht   (not  in- 
cluding  value  of   land and 
circulating  capital ) 
Sizes  requiring   capital   in- 
vestments of not   less than 
one  million   baht   (not  in- 
cluding  value  of   land and 
circulating capital ) 
Sizes  requiring   capital   in- 
vestments of not   less than 
two million   baht   (not in 
eluding value  of   land and 
circulating capital > 
Annual  producing  capacity 
of   not    less     than    one 
hundred aad fifty thousand 
kilogrammes   of    sweetened 
condensed milk 

Daily    producing    capacity 
of    not     less     than    five 
thousand   kilogrammes 

Machinery and equipment ap- 
proved by the Board and domes- 
tic natural latex must be used. 

Machinery and equipment ap- 
proved by the Board must be 
used. The use of foreign raw 
material is prohibited, if similar 
material of suitable quality is 
available in Thailand. The 
quality of the products must be 
in accordance with international 
standards. 

Machinery and equipment ap- 
proved by the Board must be 
used. 

Machinery and equipment ap- 
proved by the Board must be 
used. 

Machinery and equipment ap- 
proved by the Board must be 
used The quality of the pro- 
ducts must be in accordance with 
international   standards. 

Machinery and equipment ap- 
proved by the Board must be 
used 

Machinery and equipment ap- 
proved by the Board must be 
used The quality of the pro- 
ducts must be in accordance 
with international standards. 

Machinery and equipment ap- 
proved by the Board must be 
used. 

Machinery    and    equipment    ap- 
proved   by   the   Board   must   be 
used. 

Machinery    and   equipment    ap- 
proved   by   the   Board   must   be 
used. 

Machinery and equipment ap- 
proved by the Board must be 
used. 

Machinery and equipment ap- 
proved by the Board and the 
formula officially permitted must 
be used and refined sugar locally 
produced must be used. 
Machinery and equipment ap- 
proved by the Board must be 
used. The quality of the pro- 
ducts must be in accordance with 
international  standards. 

Withdrawn on 
3 August 1964 

Withdrawn  oa 
3 August 1964 
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Srruä 
number Cttegortrt Condi/ion r Remarci 

38       Cold Storage Industry 

39       Calcium Carbide  Industry 

40        Kraft Paper Industry 

In Bangkok and Dhonburi 
must have the energy of 
refrigeration by absorbing 
heat not less than three 
hundred and two thousand 
kilogramme-calories (refri- 
geration of one hundred 
tons) in other towns must 
have the energy of refri- 
geration by absorbing heat 
not less than sixty thousand 
kilogramme-calories (refri- 
geration of twenty tons) 
Daily producing capacity 
of not less than three 
thousand  kilogrammes 

Daily producing capacity of 
not less than one hundred 
thousand  kilogrammes 

Machinery and equipment ap- 
proved by the Board must be 
used. 

Machinery and equipment ap- 
proved by the Board must be 
used. The use of foreign raw 
material is prohibited, if similar 
material of suitable quality is 
available in Thailand. The 
quality of the products must be 
in accordance with international 
standards. 
Machinery and equipment ap- 
proved by the Board must be 
used. Locally produced pulp 
must be used according to con- 
ditions fixed by the Board. The 
quality of the products must be 
in accordance with international 
standards. 

Designated on 
23 August   1963 

Designated on 
20 December 1965 

TASLE 3.   INDUSTRIAL ACTIVITIES UNDE* GROUP B 

InrW 
Cuegariet Conditions 

1       Ship Building Industry 

Passenger Car and Truck 
Producing or Assembling 
Industry 

3 Internal-Combustion or 
Electrical Prime-Moving 
Engine Assembling Indus- 
try 

4 Agricultural Machinery As- 
sembling Industry 

Water    Pump    Assembling 
Industry 

Machine Tool   Assembling 
Industry 

Sizes requiring capital in- 
vestments of not less than 
two million baht (not in- 
cluding value of land and 
circulating capital) 
Annual producing or as- 
sembling capacity of not 
less than three hundred 
units 

Sixes requiring capital in- 
vestments of not less than 
three million baht (not in- 
cluding value of land and 
circulating capital) 
Sites requiring capital in- 
vestments of not less than 
two million baht (not in- 
cluding value of land and 
circulating capital) 
Sizes requiring capital in- 
vestments of not less than 
one million baht (not in- 
cluding value of land and 
circulating capital) 
Sizes requiring capital in- 
vestments of not less than 
two million baht (not in- 
cluding value of land and 
circulating capital) 

The ships built must not be 
smaller than one hundred tons 
displacement and machinery and 
equipment approved by the Board 
must be used. 
It must be capable of producing 
or assembling passenger cars and 
trucks, and machinery and equip- 
ment approved by the Board 
must be used. 
Machinery and equipment ap- 
proved by the Board must be 
used. The quality of the pro- 
ducts must be in accordance with 
international standards. 
Machinery and equipment ap- 
proved by the Board must be 
used. 

Machinery and equipment ap- 
proved by the Board must be 
used. The quality of the pro- 
ducts must be in accordance with 
international standards. 
Machinery and equipment ap- 
proved by the Board must be 
used. The quality of the pro- 
ducts must be in accordance with 
international standards. 

Remiras 
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Seruä 
number Conditions Remiras 

7        Carpenter's or Blacksmith's 
Tools Industry 

8        Producing   or    Assembling 
Sewing Machine Industry 

9        Sewing Thread Industry 

10        Paper Industry 

11        Wood-Pulp Industry 

12        Electric Wire or Cable In- 
dustry 

1.1        Electric     Accessories      In- 
dustry 

14        Household Electrical Appli- 
ances  Assembling   Industry 

1?        Spectacle   Glass    or    Lens 
Industry 

16        Fountain-Pen Industry 

17 

18 

19 

Food Canning Industry 
(using cans or other air- 
tight containers) 

Concentrated     Cream     or 
Evaporated Milk  Industry 

Grease   Manufacturing 
dustry 

In 

Sizes requiring capital in- 
vestments of not less than 
two million baht (not in- 
cluding value of land and 
circulating capital) 
Sizes requiring capital in- 
vestments of not less than 
five million baht (not in- 
cluding value of land and 
circulating capital) 
There must be not less 
than one thousand spindles 
of doubling frame 
Annual producing capacity 
of not less than two mil- 
lion kilogrammes 
Annual producing capacity 
of not less than two mil- 
lion kilogrammes 
Sizes requiring capital in- 
vestments of not less than 
three million baht (not in- 
cluding value of land and 
circulating capital) 
Sizes requiring capital in- 
vestments of not less than 
five hundred thousand baht 
(not including value of land 
and circulating capital) 
Sizes requiring capital in- 
vestments of not less than 
one million baht (not in- 
cluding value of land and 
circulating capital) 
Sizes requiring capital in- 
vestments of not less than 
two million baht (not in- 
cluding value of land and 
circulating capital) 
Annual producing capacity 
of not less than one hun- 
dred thousand fountain- 
pens 

Annual producing capacity 
of not les« than five hun- 
dred thousand kilogrammes 

Annual producing capacity 
of either kind or both of 
not less than fifty thousand 
kilogrammes 
Annual producing capacity 
of not less than ftv« hun- 
dred and forty thousand 
kilogrammes 

Machinery and equipment ap- 
proved by the Board must be 
used. 

Machinery and equipment ap- 
proved by the Board must be 
used. 

Machinery and equipment ap- 
proved by the Board must be 
used. 
Machinery and equipment ap- 
proved by the Board must be 
used. 
Machinery und equipment ap- 
proved by the Board must be 
used. 
Machinery and equipment ap- 
proved by the Board must be 
used. The quality of the pro- 
ducts must be in accordance with 
international standards. 
Machinery and equipment ap- 
proved by the Board must be 
used. The quality of the pro- 
ducts must be in accordance with 
international  standards. 
Machinery and equipment ap- 
proved   by   the   Board   must   be 
used. 

Machinery and equipment ap- 
proved by the Board must be 
used. 

Machinery and equipment ap- 
proved by the Board must be 
used. 

Machinery and equipment ap- 
proved by the Board must be 
used and must b« capable of 
producing good quality food ¡a 
cans or other airtight containers. 
Mainly domestic raw material 
must  be used. 
Machinery and equipment ap- 
proved by the Board and the 
formula officially permitted must 
be used. 
Machinery and equipment and 
process approved by the Board 
must  be used. 

Withdrawn on 
3 August 1964 

Withdrawn on 
3 August 1964 

Withdrawn on 
3 August 1964 

Designated on 
19 October 1965 

J 
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TAME 4.   INDUSTRIAL ACTIVITIES LNDIR GROUP C 

irriti 
numbt r Cttegortrs Condttttin ' 

1 Mineral Oil Prospecting In- 
dustry 

2 Crude   Oil   Producing   In- 
dustry 

3 Oil  Refining and Distilling 
Industry 

4 Lead  Ore  Producing  and/ 
or Dressing Industry 

5       Zinc   Ore   Producing   and/ 
or Dressing Industry 

Copper Ore Producing and/ 
or Dressing Industry 

Antimony   Ore   Producing 
and/or Dressing Industry 

8       Tungsten    Ore    Producing 
and/or Dressing Industry 

9       Manganese   Ore   Producing 
and/or Dressing Industry 

10 Steel Working Industry 
(fabricated steel products 
and castings) 

11 Rolling Mill Industry 

12       Tin Plate Industry 

13       Galvanized   Iron  Wire   In- 
dustry 

M       Galvanized   Iron   Pip*   In- 
dustry 

1)       Other     Galvanized     Iron 
Products Industry 

16       Barbed-Wire Industry 

17       Bolt and Nut Industry 

IS       Agricultural      Tools      and 
Implement Industry 

All sizes 

Daily producing capacity of 
not less than one hundred 
and fifty thousand litres 
Using not less than one 
hundred and fifty thousand 
litres of crude oil daily 
Annual producing capacity 
of not less than one million 
kilogrammes of concentrate 
calculated on the basis of 
70 per cent of lead metal 
Annual producing capacity 
of not less than one million 
kilogrammes of concentrate 
calculated on the basis of 
60 per cent of zinc metal 
Annual producing capacity 
of not less than one million 
kilogrammes of concentrate 
Annual producing capacity 
of not less than five hun- 
dred thousand kilogrammes 
of concentrate 
Annual producing capacity 
of not less than one hun- 
dred thousand kilogrammes 
of concentrate 
Annual producing capacity 
of the less than five hun- 
dred thousand kilogrammes 
of concentrate 
All sizes 

Annua! producing capacity 
of not les* than on* mil- 
lion kilogrammes 
Annual producing capacity 
ol not leti than on* million 
kiiu£r».:nm*s 
Annual producing capacity 
of not less than one million 
kilogrammes 
Annual producing capacity 
of not less than on* million 
five      hundred     thousand 

Annual producing capacity 
of not les» than ftv« hun- 
dred thousand kilogrammes 
Annual producing capacity 
of not lesa than five hun- 
dred thousand kilogrammes 
Annual producing capacity 
of not less than five hun- 
dred thousand kilogrammes 
Sizes requiring capital in- 
vestments of not less than 
two million bant (not in- 
cluding valu* of land and 
circulating capital) 

Machinery and equipment ap- 
proved by the Board must 
be   used. 
Machinery and equipment ap- 
proved by the Board must 
be   used. 
Machinery and equipment ap- 
proved by the Board must 
be   used. 
Machinery and equipment ap- 
proved by the Board must 
be   used. 

Machinery and equipment ap- 
proved by the Board must 
be   used. 

Machinery and equipment ap- 
proved by the Board must 
be  used. 
Machinery and equipment ap- 
proved by the Board must 
be  used. 

Machinery and equipment ap- 
proved by the Board must 
be  used. 

Machinery and equipment ap- 
proved by the Board must 
be   used. 

Machinery and equipment ap- 
proved by the Board must 
be   used. 
Machinery and equipment ap- 
proved by the Board must 
be   used. 
Machinery and equipment ap- 
proved by the Board must 
be   used. 
Machinery and equipment ap- 
proved by the Board must 
b*   used. 
Machinery and equipment ap- 
proved by the Board must 
be   used. 

Machinery and equipment ap- 
proved by (he Board must 
be   used. 
Machinery and equipment ap- 
proved by the Board must 
be   used. 
Machinery and equipment ap- 
proved by the Board muti 
be   used. 
Machinery and equipment ap- 
proved by the Board must 
be   used. 
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Caiegorits Sua Condition! Remarci 

19       Electric Bulb Industry 

20 Radio Receiving Set Manu- 
facturing or Assembling 
Industry 

21 Television Receiving Set 
Manufacturing or Assem- 
bling Industry 

22 Spinning from Cotton, 
Natural Fibre or Synthetic 
Fibre Industry 

23 Weaving from cotton, 
Natural Fibre or Synthetic 
Fibre Industry 

24 Cotton, Natural Fibre or 
Synthetic Fibre Products 
Industry 

25 Bleaching, Dyeing, Printing 
or Finishing of Fabric or 
Yarn Industry 

26       Rope or Mat Industry 

27       Coconut    Fibre   or   Shell 
Products Industry 

28       Bicycle Tyre or Inner Tube 
Industry 

29 Hard Rubber (Ebonite) 
Products  Industry 

30 Rubber Products (other 
than those in No. 28 and 
No. 29)  Industry 

31       Reclaimed Rubber Industry 

32       Turpentine     or    Dammar 
Industry 

33      Wood Shaving and Cement 
Board Industry 

/\11 sizes 

Annual producing or as- 
sembling capacity of not 
less than one thousand sets 
Annual producing or as- 
sembling capacity of not 
less than one thousand sets 
"There must be not less 
than 3,000 spindles of 
spinning frame 
There must be not less 
than 50 looms 

Daily producing capacity 
of not less than five hun- 
dred kilogrammes 
Total daily producing 
capacity of not less than 
five hundred kilogrammes 
by weight or three thou- 
sand square metres by area 
Annual producing capacity 
of either kind or both of 
not less than one hundred 
and fifty thousand kilo- 
grammes 
Annual producing capacity 
oi either kind or both of 
not less than one hundred 
thousand kilogrammes 
Annual producing capacity 
of not less than 
(a) fifty thousand tyres 
(b) one hundred thousand 

inner tubes 
(c) thirty-five thousand sets 

of tyre and inner tube 
Annual producing capacity 
of not less than thirty 
thousand kilogrammes 
If rubber smoked sheet or 
rubber crepe is used as 
raw material, not less than 
thirty thousand kilo- 
grammes must be used an- 
nually. If rubber latex is 
used as raw material, not 
less than ten thousand 
kilogrammes must be used 
annually 
Annual producing capacity 
of not less than three hun- 
dred thousand kilogrammes 
Annual producing capacity 
of not less than twenty 
thousand kilogrammes of 
turpentine oil or not less 
than one hundred thousand 
kilogrammes of dammar 
Annual producing capacity 
of not less than one thou- 
sand five hundred cubic 
metres 

Machinery and equipment ap- 
proved by the Board must 
be  used. 
Machinery and equipment ap- 
proved by the Board must 
be  used. 
Machinery and equipment ap- 
proved by the Board must 
be  used. 
Machinery and equipment ap- 
proved by the Board must 
be  used. 
Machinery and equipment ap- 
proved by the Board must 
be  used. 

Machinery and equipment ap- 
proved by the Board must 
be  used. 
Machinery and equipment ap- 
proved by the Board must 
be  used. 

Machinery and equipment ap- 
proved by the Board must 
be  used. 

Machinery and equipment ap- 
proved by the Board must 
be  used. 

Machinery and equipment ap- 
proved by the Board must 
be  used. 

Machinery and equipment ap- 
proved by the Board must 
be used. 
Machinery and equipment ap- 
proved by the Board and mainly 
domestic raw rubber must be 
used. 

Machinery and equipment ap- 
proved by the Board must 
be used. 
Machinery and equipment ap- 
proved by the Board must 
be used. 

Machinery and equipment ap- 
proved by the Board must be 
used. The use of foreign raw 
material is prohibited if similar 
material of suitable quality is 
available in Thailand. 

Spinning from cot- 
ton only withdrawn 
on 3 August 1964 
Weaving from cot- 
ton into grey shirt- 
ing only withdrawn 
on   3   August   1964 

1 

i 
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Striai 
tnmbtr                    Cttegoriti *„„ Conditio* s Remark.* 

34 Wood     Parquet    Flooring 
Industry 

35 Wood    Drying   or   Curing 
Industry 

36 Wood  Preserving Industry 

37       Wood   Distillation  Industry 

38       Pressed      Sawdust      (Bri- 
quettes) Industry 

39       Glazed Ceramic Industry 

40       Floor    or    Wall    Ceramic 
Tile Industry 

41       Edible  Flour Industry 

42       Tea Industry 

43       Rice-Bran Oil Industry 

44      Agricultural  Products Cur- 
ing Industry 

43       Tannin  Producing Industry 

46       Artificial      Leather     Pro- 
ducing Industry 

47 Paint Industry 

48 Printing Ink Industry 

49       Feather      Selecting     and 
Cleaning Industry 

SO      Neutral Gian Industry 

Daily producing capacity of 
not   less   than   two   cubic 
metres 
Curing    capacity    of    noi 
less  than ten cubic metres 

Annual preserving capacity 
of not less than seven thou- 
sand five hundred cubic 
metres 
Daily use not less than 
one hundred cubic metres 
of wood 
Annual producing capacity 
of not less than two mil- 
lion and five hundred thou- 
sand kilogrammes 
Annual producing capacity 
oí not less than one hun- 
dred thousand kilogrammes 

Annual producing capacity 
of not less than one hun- 
dred thousand kilogrammes 

Annual  producing capacity 
of not less than three mil- 
lion kilogrammes 
Annual  producing capacity 
of   not   less   than   twenty 
thousand   kilogrammes   of 
tea leaf or tea dust 
Using  not less  than  fifty 
thousand   kilogrammes   of 
rice bran daily 
Hourly capacity of curing 
agricultural products of not 
less    than   five   thousand 
kilogrammes 
Daily producing capacity of 
not leu than two thousand 
kilogrammes 
Sizes requiring capital in- 
vestments of not less than 
Ave million baht (not in- 
cluding value of land and 
circulating capital) 
Daily producing capacity of 
not less than five thousand 
kilogtammes 
Annual producing capacity 
of not less than fifty thou- 
sand kilogrammes 
Sizes requiring capital in- 
vestments of not less than 
one million baht (not in- 
cluding value of land and 
circulating capital) 
Sizes requiring capital in- 
vestments of not leu than 
three million baht (not 
including value of land and 
circulating capital) 

Machinery and equipment ap- 
proved by the Board must 
be  used. 
Machinery and equipment ap- 
proved by the Board must 
be  used. 
Machinery and equipment ap- 
proved by the Board must 
be   used. 

Machinery and equipment ap- 
proved by the Board must 
be  used. 
Machinery and equipment ap- 
proved by the Board must 
be used. 

Machinery and equipment ap- 
proved by the Board must be 
used. The use of foreign raw 
material is prohibited, if similar 
material of suitable quality is 
available in Thailand. 
Machinery and equipment ap- 
proved by the Board must be 
used. The use of foreign raw 
material is prohibited, if similar 
material of suitable quality is 
available in Thailand. 
Machinery and equipment ap- 
proved by the Board must 
be  used. 
Machinery and equipment ap- 
proved by the Board must 
be  used. 

Machinery und equipment ap- 
proved by the Board must 
be  used. 
Machinery and equipment ap- 
proved by the Board must 
be used. 

Machinery and equipment ap- 
proved by the Board must 
be  used. 
Machinery and equipment ap- 
proved by the Board must 
be  used. 

Machinery and equipment ap- 
proved by the Board must 
be  used. 
Machinery and equipment ap- 
proved by the Board must 
be  used. 
Machinery and equipment ap- 
proved by the Board must 
be  used. 

Machinery and equipment ap- 
proved by the Board must be 
used, and mainly domestic raw 
material must be used. 
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number ( úlegoriei Conditions Remerai 

51       Crystal Glassware Industry 

52 Modern        Pharmaceutical 
Products Industry 

53 Wet-Type   Electric   Storage 
Battery Industry 

54      Pencil Industry 

55       Button Industry 

56 Rattan   and   Bamboo   Pro- 
ducts Industry 

57 Deep Sea Fishing  Industry 

58       Fish  Processing  Industry 

59       Pearl   Oyster   Culture   In- 
dustry 

60      Marble Industry 

61 Mineral 
Industry 

Water     Bottling 

62      Hotel Industry 

Sizes requiring capital in- 
vestments of not less than 
two million baht (not in- 
cluding value of land and 
circulating capital) 
Sizes requiring capital in- 
vestments of not less than 
ten million baht (not in- 
cluding value of land and 
circulating capital) 

Annual producing capacity 
of not less than fifteen 
thousand wet-type electric 
batteries suitable for motor 
vehicle use 
Annual producing capacity 
not less than one million 
pencils 
Sizes requiring capital in- 
vestments of not less than 
five hundred thousand baht 
(not including value of 
land and circulating 
capital) 
Annual producing capacity 
of not less than three hun- 
dred thousand kilogrammes 
Using fishing boats with 
capacity of not less than 
thirty tons gross each 

Daily capacity of process- 
ing raw fish of not less 
than five thousand kilo- 
grammes 

Sizes requiring capital in- 
vestments of not less than 
two million baht (not in- 
cluding value of land and 
circulating capital) 

Sizes requiring capital in- 
vestments of not less than 
ten million baht (not in- 
cluding value of land and 
circulating capital) 

Sizes requiring capital in- 
vestments of not less than 
one million baht (not in- 
cluding value of land and 
circulating capital) 

In Bangkok and Thonburi 
must have from one hun- 
dred rooms upwards; in 
other towns must have 
from thirty rooms upwards 

Machinery and equipment ap- 
proved by the Board must 
be  used. 

Machinery and equipment ap- 
proved by the Board must be 
used. The pharmaceutical pro- 
ducts produced must be manu- 
factured from natural material or 
at least from intermediates or 
from domestic medicinal herbs 
or plants. 
Machinery and equipment ap- Withdrawn on 
proved by the Board must 3 August 1964 
be  used. 

Machinery and equipment ap- 
proved by the Board must 
be   used. 
Machinery and equipment ap- 
proved by the Board must 
be  used. 

Machinery and equipment ap- 
proved by the Board must 
be used. 
Must fish in sea of a depth of 
not less than thirty metres and 
must have a factory on shore in 
Thailand for processing fish, and 
machinery and equipment ap- 
proved by the Board must be 
used. 

Machinery and equipment ap- 
proved by the Board must 
be  used. 

Machinery and equipment ap- 
proved by the Board must be 
used. The pearl oyster culture 
must begin with the rearing of 
oyster up to the production of 
pearls and other productions from 
the mother-of-pearl. 

Machinery and equipment ap- 
proved by the Board must be 
used. The product mutt be 
mainly produced for export 
abroad. 

Machinery and equipment ap- 
proved by the Board must 
be used. 

Must be a first class hotel, the 
designed plan, accessories and 
equipment of which must be 
approved by the Board. 

On 26 August 
1965 the number of 
rooms for Bangkok 
and Thonburi area 
was chanted to two 
hundred, and that 
for other towns to 
fifty 

A 
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S<-n.il 
tin m her ' Megitrifi 

6 3        International    Sea-Transpor- 
tation Industry 

(VI        Wire    Net    for    Protection 
fumi Insects  Industry 

(,S       Glass Sheet  Industry 

(.7 

(i.ilvani/cd 
Industry 

Iron       Sheet 

Internal    Boat    Transporta- 
tion  Industry 

68       Modern Rice Mill Industry 

t>l>       Sione Quarry Industry 

70       Cn.iinophone     Record    In- 
dustry 

7 I Prefabi icated Building and 
Prefabricated Factory of 
Iron Structure Industry 

'-       Animal Food  Industry 

7J Pans for Motor Vehicles. 
I ngines or Machines In- 
dustry 

74       Fibre-Hoard Industry 

Using sea-going vessels 
with capacity of not less 
than eight thousand tons 
gross each 

Sizes requiring capital in- 
vestments of not less than 
four million baht (not in- 
cluding value of land and 
circulating capital) 

Sizes requiring capital in- 
vestments of not less than 
ten million baht (not in- 
cluding value of land and 
circulating capital) 

Annual producing capacity 
of not less than ten million 
kilogrammes 

Using steel boats with 
capacity of not less than 
titty ton gross each and 
witli total capacity of not 
less than five hundred tons 
gross 

Daily capacity of milling 
paddy of not less than one 
hundred Kwien (1 standard 
Kwien = 2,000 litres) 

Sizes requiring capital in- 
vestments of not less than 
one million baht (not in- 
cluding value of land and 
circulating capital) 

Sizes requiring capital in- 
vestments of not less than 
two million baht (not in- 
cluding value of land and 
circulating capital) 

Sizes requiring capital in- 
vestments of not less than 
five million baht (not in- 
cluding value of land and 
circulating capital) 

Sizes requiring capital in- 
vestments of not less than 
two million baht (not in- 
cluding value of land and 
circulating capital) 

Sizes requiring capital in- 
vestments of not less than 
two million baht (not in- 
cluding value of land and 
circulating capital) 

Sizes requiring capital in- 
vestments of not less than 
twenty million baht (not 
including value of land and 
circulating capital) 

Must carry on shipping between 
Thailand and foreign countries 
and must undeituke to train I hai 
as students in navigation and 
marine engineering. 

Machinery and equipment ap- 
proved by the Boaid must 
be   used. 

Machinery and equipment ap 
proved by the Board must 
be   used 

Machinery 
proved     by 
be   used 

irul    equipment    ap 
the     Board     must 

Must    have    the    designed    plan 
approved by the  Board. 

Machinery and equipment ap- 
proved by the Board must 
be used. 

Machinery and equipment ap- 
proved by the Hoard must 
be   used 

Machinery and equipment ap- 
proved by the Board must 
be   used. 

Machinery and equipment ap- 
proved by the Board must be 
used. The use of foreign raw 
material is prohibited, if similar 
material of suitable quality is 
available in Thailand. The pre- 
fabricated building and prefabri- 
cated factory of iron slructuie 
manufactured mist be in accor- 
dance with ;he law relating to 
the control of building construe 
tion. 

Machinery aivJ equipment ap- 
proved by the Board must be 
used. The formulae used in the 
production must have official 
approval 

Machinery and equipment ap 
proved by the Board must 
be  used. 

Machinery and equipment ap 
proved by the Board must 
be   used. 

Designated on 
?s   Inly    I9i,' 

Designated on 
IS   July   l'io: 

Designated oil 
25   July    1962   and 
withdrawn   on 
3 August   1964 

Designated on 
I 3  August   I9M 

Designated on 
13 August  1943 

Designated on 
I 3  AIIILUSI   196 3 

Designated on 
13 August  1963 

Designated on 
7 January   1965 

Designated on 
7 January  1965 

Designated on 
30  July   1965 

Designated on 
10 August   1965 
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Sensismi   Paper   Industry 

Welding  Electrode  Industry 

Annual producing capacity 
of not less than one hun- 
dred and twenty thousand 
kilogrammes by weight or 
one million live hundred 
thousand square metres by 
area 

Daily producing capacity 
of not 'ess than four 
thousand  kilogrammes 

Animal  Hair Selecting and     Sizes   requiring   capital   in- 
Cleaning Industry vestments of not  less than 

one million baht (not in- 
cluding value of land and 
circulating capital) 

Machinery and equipment ap- Designated on 
proved by the Hoard must be 15 November l%5 
used. Locally made paper must 
be used to the extent of not 
less than 75 per cent of the total 
amount required for annual pro- 
duction. 

Designated on 
29   November   l%: 

Machinery and equipment ap- 
proved by the Board must be 
used. The flux used must he 
produced locally in the plant 
from the commencement of the 
production of welding electrode. 

Machinery    and    equipment   ap-     Designated on 
proved     by     the     Hoard    must     27   December   1965 
be   used. 

(v) Taking out or remitting abroad of money 
in foreign currency will be permitted if it represents 
investment capital derived by the "promoted person" 
from a foreign country, foreign loan, profit derived 
from such investment capital, interest on foreign loan, 
or obligations assumed by the "promoted person" 
under a contract relating to rights and services neces- 
sary to the industrial activity, provided however, that 
during any period when the balance of payments of 
foreign currency may be such as to require preserva- 
tion of foreign currency reserves to a reasonable 
amount, the Bank of Thailand may for that purpose 
require that the taking out or remitting abroad of 
such money be suspended or restricted temporarily. 

(vi) Subject to the immigration law, insofar as 
it is not otherwise provided herein, a "promoted per- 
son" shall be permitted to bring skilled workers or 
experts, who are aliens, into the country for the pur- 
pose of the industrial activity in such number and 
for such period as authorized by the Board of 
Investment, including their spouses and dependent 
children as approved by the Board of Investment to 
accompany them, irrespective of whether it is in 
excess of the quotas provided by the immigration law. 

(vii) Export of products which have been pro- 
duced shall always be permitted except when other- 
wise required by national security or economic interest. 

(viii) A "promoted person" for industrial activity 
under group A shall be exempted from the import 
duty collectable under the law or custom tariffs 
and from the business tax on raw or necessary 
materials imported for use in the industrial activity in 
such quantity as is used or estimated to be used for 
production within the period of five years as fixed by 
the Board of Investment, provided that such materials 
approximately equal in price and quality are not being 
produced or originated within the country in sufficient 
quantity. 

For a 'promoted person" for industrial activity 
under group B, the exemption will be for only  50 

per cent of such import duty and business tax (also 
for a period of five years). 

For a "promoted person" for industrial activity 
under Group C, the Board of Investment, with the 
approval of the Council of Ministers, may grant a 
reduction of such import duty and business tax not 
exceeding one-third of the amount collectable (also 
for a period of five years). 

(e) Apart from the rights and benefits enumerat- 
ed in d) above, if the Board of Investment deems it 
expedient in the interest of national economy a "pro- 
moted person" may receive one or more special rights 
and benefits as follows:— 

(i) Prohibition, under the law on control of 
exports and imports of certain kinds of goods, of the 
import of the products of the same kind as those 
produced by the "promoted person" for such period 
as the Board of Investment deems fit. 

(ii) Increase of import duty collectable under 
the law on customs tariffs for products of the same 
kind as those produced by the "promoted person" for 
such period as the Board of Investment deems fit. 

(hi) Exemption from, or reduction of export 
duty collectable under the law on customs tariffs for 
the products produced by the "promoted person" for 
such period as the Board of Investment deems fit. 

(iv) Exemption from, or reduction of business 
tax in case the "promoted person" exports his own 
products for such period as the Board of Investment 
deems fit. 

Certain possible benefits as enumerated above are 
subject to individual consideration and negotiation. 
Specific enquiry is recommended regarding the terms 
available for any particular industrial project. 

In January 1966, the Promotion of Industrial In- 
vestment Act of 1962 was amended by the "Promotion 
of Industrial Investment (No. 2) Act, B.E. 2508". 
The purpose of this last amendment is to raise the 
status of the Board of Investment to the level of a 
permanent government department so as to give it a 
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Tsnii   6     Dr mi s OF THE REGISTERED CAPITAL OF INDUSTRIAL ENTERPRISES AIRFMIV rwoMoTrI> 

( Hy Nalionalily of Ownership and Participation of Ventino».) 

(From  13 April   1959 to .11   March   1966) 

Registered capital Registered capital of 
tulrly owned by one joint ventures 7 -tal registered 

nationality (Thai Foreign) capirJI 

\ati,)»ah/\ ••! (hi rtertfnfi                                          Amount in baht per cent Amount in baht           per cent Amount in baht              per ,,•»/ 

I.    Thailand                  920.406,243 86.57 805.134.767        5.1.09 1.725,541010        66 90 

2     Japan                 119,910,000 1128 254,675,000        16.80 174.605.000         1153 

1      Republik."   of  China                           — — 160,620,608         10.60 160,620,608           6 22 

4     United   Slates   of   Amerika   ....            10,000,000 0 94 77,695,791          5.12 87,695,791           3.40 

V    United   Kingdom                   1.000,000 0.09 27,943,250          1.84 28,943.250           1.12 

6. Malaysia                             — — 26,753,3.14          1.76 26.753.334           101 

7. I alerai   Republik"  of (ieimany                         — — 25,828,000          1.70 25,828,000           1.00 

8     Denmailk                              — — 22,494,000           1.48 22.494.000           (1.90 

9.    India                   12,000,000 1.12 4,083.850          0.27 16.083,850          0.62 

10 Australia                             — -- 14,599,750          0.96 14.599,750          0 56 

11 Hal)                            — — 11,727,000          0.77 11.727.000          0 45 

12.    Switzerland                             — — 9,578,400          0.63 9,578,400          0.37 

IV    Isiacl                             — — 7,000,000          0.46 7,000.000          0 27 

14. Portugal                            — — 6,341,000          0.42 6.341,000          0.24 

15. Holland                          — — 6,247,750         0.41 6.247,750         0.24 

16. Indonesia                            — — 6,000,000          0.40 6.000.000          0 23 

17. Hong kong                            — — 4,749,500          0.31 4,749.500          0 18 

18. Burma                             — — 3,750,000          0.25 3.750.000          0.14 

19. Argentina                            — — 3,000,000          0.20 3.000.000          0.11 

20     Philippine«.                               — — 850,000          U.OO 850,000          0.01 

21. Austria                               — — 100,000           001 100.0(H)           11.01 

22. Others                             — — 37,377,000          2.46 37,377.000          1.45 

Total             1,063,336,243 100 1.516,549,000           100 2,579,885,243           100 

100'« Thai registered capital 920,406,243 baht (35.68^) 
IO0"r Foreign registered capital 142,930,000 baht (  5.54%) 

Registered capital of joint ventures: 
a)   Thai capital                                     805,134,767 baht (31.22%) 
ID    Foreign   capital                                 711,414,233 baht  (27.56%) 
c)   Total 1,516,549,000 baht  (58.78-; ) 

Total registered capital 2.579,885.243 baht (lOO'i, ) 

Salirti'.    Office of the Hoard of Investment. 

legal stains. The changes made in the amendment 
are, therefore, confined to ihe internal structure and 
operation of the Board and in no way affect the 
promotional privileges and procedures contained in 
the Act of 1962, as enumerated above. The main 
feature of this amendment of 1966 is the creation of 
the "Office of the Board of Investment" in the Office 
of the Prme Minister to handle the affairs of the 
Board of Investment in place of the Executive 
Committee of the Board of Investment in the Act of 
1962. 

Since the establishment of the Board of Invest- 
ment on 13 April 1959 and until 31 March 1966, 
the Board received altogether 871 applications for 
promotion, and has approved 474 of them. How- 
ever, out of these 474 approved, promotion certificates 
have been issued, during the same period, to only 
344 of them, the remainder is asking for more time to 

make up their minds definitely whether to proceed 
with their projects or not. During the same period, 
137 of the already promoted industries have come 
into operation, while ten others have had their rights 
and benefits withdrawn because of some failure or 
other. Total registered capital of the 344 promoted 
ventures amounts to just under 2,580 million baht, 
out of this, more than 1,725 million baht, (more than 
66 per cent) being subscribed by local investors. 
Total working capital of the 344 ventures, however, 
amounts to over 7,997 million baht, of this approxi- 
mately 4,510 million baht (about 56 per cent) being 
spent on machinery and equipment. Table 5 shows 
in detail the annual breakdown of these promotional 
results. 

In order to give an indication of the extent of 
foreign investments in these promoted ventures, as 
well as their sources, table 6 showing details of the 

i 
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total registered capital of the 344 ventures promoted, is 
attached herewith. The parts played by foreign in- 
vestments in the various types of industries under- 
taken by the 154 promoted ventures which have come 
into operation during 1955-1065 are shown in table 
S in chapter V. 

Table 18 in chapter V gives in detail the different 
types of promoted industries for which promotion cer- 
tificates have been issued by the Board of Investment 
during 1957-1965. 

( 2 )    Other pertinent laws and regulations 

( a ) Law governing control of capital issue. At 
pu sent there is no specific law governing control of 
capital issues in Thailand. Foreign capital is allowed 
to enter the country freely, and local capital can 
participate in any economic undertakings as the inves- 
lors wish. However, if a company, or corporation, or 
partnership is formed in the country for such a pur- 
pose, this entity, in order to conform with the Civil 
and Commercial Code and the Commercial Registra- 
tion Act of 1956, must register with the Department 
nl Commercial Registration, Ministry of Economic 
Affairs. Regarding imported foreign capital, rules and 
regulations concerning their repatriation, as well as the 
remittance of interests, profits and dividends derived 
from them, will be discussed in details in section (i) 
of chapter V. 

(b) Law governing licensing of imports of 
< apital goods. Commercial imports into Thailand at 
present generally do not require licenses, except those 
listed under import control. Goods under control con- 
sist mainly of products that arc produced locally in 
sufficient quantities or products under the Govern- 
ment's promotional programme. At present, they 
include sugar, matches, rattan, mats, iron cooking 
pans, rubber bands, old newspaper, and paper um- 
brellas. For national security or political reasons, 
imports of all goods produced in mainland China are 
prohibited. Imports and exports of such other pro- 
ducts as arms, ammunition, and radioactive materials 
also require licences. It will be seen that at present 
the imports of capital goods into the country can be 
made freely, payment for them in foreign currency, 
however, being subject to the rules and regulations of 
the Bank of Thailand. 

(c) Law governing the location of industrial 
enterprises. At present there is as yet no spceific law 
governing the location of industrial enterprises. There 
is, however, a "Town and Country Planning Act, 
BE. 2495 (1952)" which deals mostly with the plan- 
ning and laying out of towns, and inevitably touches 
a little on the matter of the location of industrial 
factories. It is decreed in this Act that "the planning 
officials shall make plans to define locations where 
the establishment of factories is prohibited and the 
municipalities shall be responsible for the carrying out 
of the plans under the conditions stipulated and under 
the supervision of the planning officials".   Since the 

promulgation of this Act. no Royal Decree defining 
locations or towns in which this Act will be enforced 
has been issued; this is due to the shortage of planning 
officials, and the lack of budgetary allocation for 
operating expenses such as land and building com 
pensation which is considerable. The Ministry of 
Interior is now actively revising the Act so as to make 
it operational. 

In 1959, the Ministry of Interior hired an en- 
gineering consulting firm called Litchfield, Whiting and 
Browne, to draw up a plan for Bangkok and Thonburi. 
In the plan, which is called the '-Greater Bangkok 
Plan", finally submitted by the Company, industrial 
locations in these two towns were defined. The 
Public Works Department of the Ministry of Interior 
together with the Bangkok and Thonburi Munici- 
palities in their joint study of this plan, recommended 
additional industrial locations so as to give prospective 
industrial entrepreneurs a wider choice of suitable 
locations for their factories. The plan as well as the 
suggested modifications arc now being urgently studied 
by the Thai Government. 

In order to have something to work on regarding 
industrial locations while the plan is being considered 
by the Government, the Ministry of Industry together 
with the Bangkok and Thonburi Municipalities have 
devised some guidelines for the location of industrial 
factories in the two towns. Factories arc classified 
into four separate groups according to the amount of 
trouble and nuisance they could possibly give to their 
localities. Different locations arc then tentatively de- 
fined for these different groups of factories, and now 
industrial enterprises will not any longer be permitted to 
be established in wrong locations. 

In the provinces, the Public Wor! s Department 
has drawn up plans of quite a number of municipal 
areas and thickly-populated localities. Industrial 
locations are defined in all these plans, and the 
municipalities concerned will usually allow establish- 
ment of factories only in these planned locations. 
However, since the Town and Country Planning Act 
of 1952 has not yet been decreed in force in those 
areas, the municipalities have to invoke other laws, 
which are already in force, for the purpose. 

(d) Law governing licensing of factory estab- 
lishments. The first law governing the licensing of 
factory establishments was promulgated in Thailand 
in 1929 and is called the "Act on Factories, BE. 
2482". Only 16 types of factories were specified 
to come under the Act at that time; and those only 
in Bangkok and Thonburi. The Act, however allows 
other types of factories as well as other localities to 
be decreed to come under control by Royal Decrees. 
In 1946, six more types of factories in Bangkok and 
Thonburi were added to the list of those originally 
specified, and in 1950, twentyone more, airo in Bang- 
kok and Thonburi, were added. In 1957, a further 
sixtyseven types of factories in Bangkok and Thonburi 
were decreed to come under the Act, making a total of 
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110 types under control. At the same time a Royal De- 
cree was issued bringing the Act into force, with res- 
pect to all the 110 types of factories already specified 
for Bangkok and Thonburi, in 27 provincial towns. 
In 1960, a further 16 provincial towns were brought 
under the Act. The remaining 26 provincial towns 
of the kingdom were decreed to come under the Act 
in 1961. As matters now stand, therefore, 110 types 
of factories in all parts of the country are under the 
control of this Act. Other factories outside these 110 
types are at present still outside the jurisdiction of this 
Act. 

Under this Act, no one will be allowed to estab- 
lish or enlarge a factory as specified without having 
first obtained a licence from the Ministry of Industry. 
However, this Act applies only to factories of private 
persons, partnerships or companies, factories belong- 
ing to government departments and agencies being 
outside its jurisdiction. The Ministry of Industry has 
the power to grant or to refuse any application for 
licence within thirty days from the day the application 
was submitted; however, this period may be reasonably 
extended and the applicant informed of the extension. 
The Minister also has the power to specify in the 
licence any conditions he may think necessary for the 
safety and health of the people concerned. The 
licensed factory can start operation only when a writ- 
ten permission for the opening of the factory is issued 
by the competent official after he is satisfied from his 
inspection specified by the Minister in the licence. 
The owner of the licensed factory is obliged to adhere 
to various health and safety regulations enumerated in 
the Act. If there is any violation of these regulations, 
the Act empowers the competent official to order the 
owner or manager of ¡he factory to make the neces- 
sary changes, repairs or arrangements within a pres- 
cribed period. If the competent official is of the 
opinion that such violation is likely to be injurious to 
body, life or health, he can order the factory owner 
to stop work entirely or in part until the necessary 
changes, repairs or arrangements ordered by him 
have been made. The factory owner has to report 
any stoppage of the factory for more than thirty days 
and the subsequent re-start, and any accident causing 
death or injury. Any change in the owner or manager 
of the factory must also be reported. 

In order to make the licensing and control of 
factories more effective and to obtain more data and 
information for industrial and economic planning, the 
Act on Factories, B.E. 2482, was repealed in 1960, 
when seven of its original sections were changed and 
three new sections were added. The new Act is known 
as the "Factories Act (No. 2), B.E. 2503". It is now 
compulsory for the manager of the licensed factory to 
submit a report showing the annual operations and 
production of the factory to competent officials on the 
forms and within the time prescribed in ministerial 
regulations; failure to do so after being warned in 
writing by the competent official  or falsification of 

such report in the essential elements can be fined, or 
even punished by having the licence revoked by the 
Minister. The new Act also empowers the competent 
official to order the owner or manager of the factory 
to make the necessary changes, repairs or arrange- 
ments within a prescribed period, in the case where 
the factory o.vner or manager has not complied with 
the conditions prescribed in the licence or where the 
factory is creating a public nuisance. Violation of the 
order of the competent official on the part jf the owner 
or manager of the factory to make the necessary 
changes, repairs or arrangement in the above two cases, 
as well as in the case of the violation of the health and 
safety regulations, c?n now be punished by having the 
licence revoked by the Minister. Other offences, apart 
from the two already mentiond, which can be punished 
in the same way are: 

( 1 ) the factory owner has made false statements 
in his application to established or enlarge a 
factory and such statements are essential to 
the consideration of whether to issue  the 
licence; 

(ii) the factory owner or manager is operating 
a factory which may be of danger to the 
national economy or safety; 

(iii) the factory is so dilapidated that it cannot 
be operated. 

(e) Law governing control of raw material. At 
present there is no specific law governing the 
control of raw materials. All raw materials available 
in the country can be purchased freely for any purpose. 
Those that have to be obtained from abroad can be 
imported as required if they are not under import 
control at the time and provided that the rules and 
regulations stipulated by the Bank of Thailand regard- 
ing payment are complied with. 

(f) Law governing control of power supply. 
The basic law governing control of power supply in 
Thailand was enacted in 1953 and is called the 
"National Energy Authority Act, B.E. 2496". This 
Act takes under control all forms of energy, water, 
wind, natural heat, solar energy, minerals and fuels 
such as firewood, rice husks, oil, coal and natural gas, 
and so on. All energies produced or sold by any body, 
private as well as public, are subject to control under 
this Act, unless a special law is enacted for a specific 
case. Until now, however, only electric power genera- 
tion and supply has been declared in force under this 
Act by the "Royal Decree Concerning the Controlled 
Energy, B.E. 2497 (1954) ' and the "Royal Decree 
Concerning the Energy Area, B.E. 2497 (1954)". 

Essential features of the Act and the Royal 
Decrees respecting the control of power supply can be 
briefly summarized as follows: 

(i) By virtue of the Act, the National Energy 
Authority (NEA) is vested with the powers and duties 
of laying down the policy and devising control for 
energy production, and of establishing standards and 
safety control. Such standards and regulations are 
prescribed in the Ministerial Regulations. 

J 
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(ii) For any undertaking not concerned with the 
'ale of electric energy to the public, a source of energy 
having a total capacity greater than 50 kilowatts is 
legally regarded as controlled energy. 

(iii) No production or extension of controlled 
energy within the Energy Area prescribed in the Royal 
Decree may be carried out without permission from 
the National Energy Authority. 

(IV) In order to comply with the defence pro- 
gramme or the industrial programme or for the benefit 
of the economy of the nation, or in the interest of 
safety, a producer of controlled energy may be ordered 
u: suspended production or to take other appropriale 
4eps. 

(\) Use of certain raw materials or natural re- 
Hiiirees for energy production may be prohibited or 
limited. Any production of energy in such a case 
requires permission from the National Energy 
Authority. 

Apart from this basic law, a number of other 
laws concerning power generation and supply have been 
enacted, but each one of them is for a specific purpose 
as shown below: 

(i) Yankee Electricity Authority Act, enacted in 
1957, to construct a dam and generate, transmit and 
distribute electric power from the hydro-electric 
»humipol (Yanhee) dam situated in the northern part 
ot ihe country. The area supplied by this Authority 
(YEA) covers 36 provinces including Bangkok and 
Ihonburi, the main load centre. The distribution 
undertaken under this Act is, however, limited to the 
wholesale supply of electric power generated to other 
Authorities. 

(ii) Metropolitan Electricity Authority Act, 
enacted in 1958, to distribute electric power supply, 
bought from the Yanhee Electric Authority (YEA), 
including that produced by generating sets formerly 
owned by the Metropolitan Electricity Authority 
(MEA) but not transferred to the YEA, in the 
Bangkok and Thonburi areas and some neighbouring 
districts. 

(iii) Provincial Electricity Authority Act, 
enacted in 1960, to generate and distribute electric 
power in all the provinces of the kingdom, outside the 
sphere of the MEA and the NEEA (see below). 
This Authority generates electric power from its own 
diesel generating sets in the provinces were power from 
the YEA, LA (see below) and NEEA is not yet 
available. In those provinces where the other 
generating Authorities — YEA, LA, and NEEA 
— can supply power, the Provincial Electricity 
Authority (PEA) will buy from them and distribute 
't to customers. 

(iv) Lignite Authority Act, enacted in 1960, to 
exploit the country's lignite deposits in all possible 
ways, including the generation of electric power and 
the production of fertilizers. At present this Authority 
(LA)  is operating a lignite-burning thermal power 

27') 

plant at Krabi in the southern part of Thailand, and 
owns a lignite mine with its lignite-burning thermal 
power plant at Maemoh in the northern part of the 
country. The lignite mined at Maemoh will soon be 
used in the production of fertilizers in the plant which 
is being urgently constructed at present. 

(v) North-Eastern Electricity Authority Act, 
enacted in 1964, to cons'ruct dams and generate, trans- 
mit and distribute electric power from hydro-electric 
projects in the north-east region of Thailand. The 
planned area to be supplied by this Authority 
(NEEA) will cover fifteen provinces in the region. 
The distribution of electric power under this Act in 
the initial stage will be entrusted to the PEA which 
will buy power wholesale from the Authority. 

\ committee set up by the Council of Ministus 
is now deliberating the merging of all these powr 
generating and distributing authorities into one national 
body, possibly operating under the supervision of the 
National Energy Authority. 

Regarding the generation of electric power for 
sale by private enterprises, it must be pointed out here 
that in some remote districts or small villages not 
covered by the PEA, electric power is still generated 
and sold to consumers by private business and local 
bodies under concessions from the Government. The 
concessions can be obtained by applying to the Depart- 
ment of Public and Municipal Works of the Ministry 
of Interior and are granted under the provision of the 
Act on the Control of Business Activities Affecting 
Public Security or Welfare, B.E. 2471 (1928), as 
amended. Before the concessions can be granted, the 
technical details of the applications must first have the 
approval of the National Energy Authority. 

If the generation of electric power is for one's own 
use and the total power generated is under 50 KW. 
no special permit is required. However, if the total 
power produced for one's own use is from 50 KW. 
upwards prior approval must be obtained from the 
National Energy Authority. 

Application for the use of electric power in Bang- 
kok and Thonburi and in neighbouring districts cover- 
ed by MEA must be submitted to the Metropolitan 
Electricity Authority. In other provinces the applica- 
tion must be lodged with the Provincial Electricity 
Authority. In special cases, where much power is 
required or high supply voltage is necessary, or a 
special reduced tariff is sought it is recommended that 
the appropriate generating Authority, YEA, LA or 
NEEA, as the case may be, is consulted. 

(g) Law governing control of transport. A law 
governing the control of transportation in Thailand 
was enacted in 1954 and is called the "Transport Act, 
B.E. 2497". The aim of this Act is to achieve 
economic as well as safety regulation of all branches 
of land and water transport. It does not, however, 
include transport by air. Up until not very long 
ago this Act was enforced only in thirty provinces 
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of the kingdom In 1965 the remainder of the country 
was brought under the Act. Motor transport, trucks 
and buses were brought under the control of the Act at 
the same time. 

Regarding inland water transport at present only 
<afcty regulations are being enforced. Since 1963 the 
Ministry of Communications has initiated a river traffic- 
survey to determine the volume of river traffic, the 
origin and destination of passengers and cargo and other 
related aspects essential for a proper assessment of the 
importance as well as present and future requiiements 
of the country's inland water transport system. It is 
expected that this survey will be concluded in 1%6, 
and when studies of the fundamental data obtained in 
the survey have been completed, economic regulation 
in the field will be started. 

Concerning sea transport, a committee set up by 
the Council of Ministers is at present considering a 
draft law for its control and regulation. 

Regarding rail transport, all railways in Thailand 
are owned and operated by the State Railway of Thai- 
land, a government organization under the supervision 
of the Ministry of Communications. The operation of 
this organization is subject to the provisions of the 
Railway Act, and the Ministry of Communications 
exerts only nominal authority over it, mostly id the 
nature of economic control. Such important changes 
as increases of passengers tariff or freight rate must, 
however, have the approval of the Council of Ministers 
before they can be put into operation. 

The main aim of most of the rules and regulations 
already issued under the Transport Act of 1954 is to 
ensure harmonization between the transport services 
and other services in the country's economic develop- 
ment, especially in the industrial field. The policy of 
the Ministry of Communications is to encourage private 
as well as public transport enterprises to enlarge their 
activities to meet the ever-increasing demand in the 
country and to see that a proper standard of public 
safety is always maintained. This will be carried out 
through granting of proper and adequate concessions 
to transport operators. 

However, it must be pointed out here that the 
authorities concerned are still not satisfied with many 
of the regulations presently in force, and the Ministry 
of Communications is trying to improve them. 

(h) Law governing control of impon of tech- 
nical know-how. At present there is no specific law 
governing the control of the import of technical know- 
how into Thailand. The use of technical know-how 
imported from abroad, as well as the use of various 
rights and services, such as patent rights and research 
services, can be done freely, and remittance of pay- 
ments for them is assured by the Promotion of 
Industrial Investment Act of 1962, as already discussed 
in section A above. Moreover, it must be pointed 
out here that regarding such remittances the Bank of 
Thailand's Communique of 17 July 1959 (given in 
full in chapter V section J), announced that "Remit- 

tances abroad of royalties and patent jees arising from 
investments or other business activities are regarded as 
current transactions and are permitted freely under the 
Exchange Control Law". The Promotion of Industrial 
Investment Act of 1962 also allows the bringing in 
of alien skilled workers and experts necessary for any 
particular "promoted industry ", irrespective of whether 
it is in excess of the quotas provided by the immigra- 
tion law. 

( i ) Lan' governing company law administration. 
business organizations in Thailand, according to the 
Civil and Commercial Code of Thailand, fall into four 
separate types, namely, proprietorship, ordinary 
(unlimited) partnership, limited partnership and limited 
company (corporation). These four types have been 
defined as follows: 

(i) Proprietorship. There are no special pre- 
requisites for individuals to establish a proprietorship. 
However, a natural person who carries on commercial 
business is required to register the following items with 
»he Business Registrar of his locality: (1) name, age, 
race, nationality and address; (2) business name, if 
différent from that of the registrant; (3) nature of 
commercial business; (4) head office, branch office 
and commission agents; (5) date of commencement 
of business in Thailand; (6) date of application for 
registration; (7) commercial business previously 
engaged (if any), place of that business, date of its 
termination and causes thereof. 

(ii) Ordinary partnership. An ordinary part- 
nership is one in which all the partners are jointly and 
unlimitedly liable for all the obligations of the partner- 
ship. It is not required by the Civil and Commercial 
Code to be registered with the Registration Office in 
the districts in which it is situated; but if it is registered, 
it becomes a legal entity. 

If the ordinary partnership is registered with the 
Registration Office, the entry must contain the follow- 
ing particulars: (1) firm name: of the partnership; 
(2) its objects; (3) address of the principal business 
office and of all branch offices; (4) full name, address 
and occupation of every partner (if a partner has a 
trade name, the entry in the register must contain his 
own name and his trade name); (5) names of the 
managing partners, in case not all of the partners have 
been appointed as such; (6) restrictions, if any, 
imposed upon the powers of the managing partners; 
(7) the seal or seals which are binding on the 
partnership. The entry may contain any other parti- 
culars which the partners may deem expedient to make 
known to the public. The entry must be signed by 
every partner and must also be sealed with the common 
seal. 

A certificate of registration will be issued by the 
Registration Office to the Partnership. 

(iii) Limited partnership. A limited partner- 
ship is one in which there are ( I ) one or more partners 
whose liability is limited to such an amount as they 
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may respectively undertake to contribute to the part- 
nership, (2) one or more partners who are jointly 
and unlimitedly liable for all the obligations of the 
partnership. A limited partnership is required by the 
Civil and Commercial Code to be registered as a legal 
entity. 

The entry in the register in this case, must contain 
the following particulars in addition to those required 
for the registration of an ordinary partnership: (I) 
Maternent that the partnership is a limited partnership; 
and (2) amount of contribution by partners with limited 
liability. 

(iv) Limited company. A limited company 
(corporation) is one which is established with capital 
divided into equal shares. Each shareholder is liable 
io no more than the amount subscribed and paid by 
him. Any seven or more persons may, by subscribing 
their names to a memorandum and otherwise comply- 
ing with the provisions of the Civil and Commercial 
Code, promote and form a limited company. A limited 
company must be registered as a legal entity. 

The memorandum must contain the following 
particulars: (1 ) name of the proposed company, which 
must always end with the word "Limited"; (2) the 
part of the kingdom in which the registered office of 
tue company is to be situated; (3) the objects of the 
company; (4) a declaration that the liability of the 
shareholders shall be limited; (5) the amount of share 
capita! with which the company proposes to be regis- 
tered, and the division thereof into shares of a fixed 
amount; (6) the names, addresses, occupation, and 
ignatures of all the promoters and the number of 

shares subscribed by each of them. The memorandum 
must be mad° in at least two original copies and signed 
I y all the promoters, and the signatures must be 
certified by two witnesses. One of the copies of the 
memorandum must be deposited and registered at the 
local Registration Office. 

In applying for registration of the company, the 
following particulars must be furnished: (1) the total 
number of ordinary shares and the total number of 
preferred shares subscribed as fully or partly paid up 
otherwise than in money and, in the latter case, the 
extent to which they are regarded as paid up; (3) the 
cash amount received on each share; (4) the total 
amount of money received from the sale of the shares; 
(5) the names, addresses, and occupations of the direc- 
tors and, if the directors have power to act separately, 
their respective powers and the number of and names 
"f the directors whose joint signatures are binding on 
the company; (6) the period, if any has been fixed, for 
which the company is formed; (7) the addresses 
of the principal business office and all branch offices, 
it any. 

The application for registration must be accom- 
panied by a copy of the regulations, if any, and of a 
report of the proceedings of the statutory meeting, both 
instruments being certified and authenticated by at 
least one director. . 

In accordance with the Commercial Registration 
Act, B.E. 2499 (1956), all commercial enterprises in 
Thailand are required to register with the Department 
of Commercial Registration, Ministry of Economic 
Affairs. 

b.   Conditions governing public ond private 
investment 

I.    Fields of investment open to privale and public 
sectors and domestic and overseas investors 

It is the policy of the Thai Government to promote 
industrial expansion through private entrepreneurs, 
both domestic and foreign. It is not the desire of the 
government to engage directly in any new industries; 
even those industries that arc at present operated by 
Government agencies will be transferred to private 
ownership when possible. The Government will assist 
private enterprises by concentrating on the building and 
maintenance of the infrastructure, the promotion of 
surveys and explorations of natural resources, and the 
provision of technical and other assistances to small- 
scale and cottage industries, and will let private enter- 
prises undertake the actual industrial development 
ircely. The Government does not intend to carry out 
comprehensive planning and will not interfere in any 
way in the operating of private businesses. 

Because of the Government's policy of encouraging 
free enterprises as stated above, generally speaking, 
therefore, private investors arc welcome to participate 
in almost all areas of industrial activity, within as well 
as outside the sphere of the promotional measures of 
the Promotion of Industrial Investment Act. Excep- 
tions to these are only a few industries which, according 
to the Act on the Control of Business Activities 
Affecting Public Security or Welfare, B.E. 2471 (1928), 
as amended, are reserved for the State only or which 
require prior approval by the special agreement with 
the Government, and three small ones declared by 
Royal Decree Specifying Vocations and Professions 
Reserved for Thai Nationals of 1949. These activi- 
ties are given in details in sectons H and J of chapter 
V. 

Regarding overseas investors, there is no obstacle 
to their investment in Thailand. They are free to 
invest in any activities which are open to the private 
sector, either entirely by themselves or in partnership 
with domestic investors in whatever proportion which 
can be mutually agreed among them. However, for 
their own benefit, they will find it easier and more 
profitable for them in the long run to join in with 
some suitable and experienced local investors. 

2.    Investment services 
Apart from the Office of the Board of Investment 

which has been created solely for the purpose of 
administering the Promotion of Industrial Investment 
Act and assisting "promoted" industries, no other 
investment centres have been established in Thailand 
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up to now. Those who are interested in investing in 
the types of industries which have been designated 
"industrial activities" to be promoted under the Promo- 
tion of Industrial Investment Act, as well as those who 
are desirous of obtaining promotional rights and bene- 
fits under the Act, are advised to contact the Office of 
the Board of Investment. 

However, the government agency which is respon- 
sible for the over-all industrialization of the country 
is the Ministry of Industry, and all enquiries concern- 
ing industries, promoted or otherwise, can be directed 
to this Ministry. Various departments under this 
Ministry, especially the Department of Industrial 
Promotion, will assist prospective industrial entre- 
preneurs, domestic as well as foreign, in every way 
possible. In fact, the Ministry of Industry is the main 
source of assistance to all those other industries which 
do not ^ome under the Promotion of Industrial Invest- 
ment Act, and which account for about 97 per cent 
of the industries of the country at present. Apart from 
technical advice and assistance, the Ministry renders 
(inancial aid, in the form of loans to small-scale and 
cottage industries and other assistances, such as 
acquiring immigration permits for technical experts and 
skilled technicians for needed industries, collecting data 
necessary for the consideration of customs tariff 
changes or import restrictions, and planning measures 
for the assistance and exports of surplus products. 
The Ministry also acts as the centre for the promotion 
of the establishment of industrial societies and associa- 
tions. 

Other government agencies, such as the Ministry 
of Economic Affairs, the Ministry of National Develop- 
ment, the Ministry of agriculture, the Office of 
National Statistics and the Office of the National 
Economic Development Board, can also render as- 
sistance to prospective industrial investors by supply- 
ing data and information in their respective fields 
upon request. 

It must be mentioned here also, that many local 
banks are now actively collecting data and information 
regarding industrial prospects in the country and no 
doubt will be ready to pass them along to their clients. 

3.    Procedure io be followed by an enterpreneur in 
establishing a new industry 

Before a decision is made whether to invest in 
any specific industry or not, a proper and detailed 
feasibility survey should be made. Information and 
data for this purpose can be obtained from various 
government agencies such as the Ministry of Industry, 
the Ministry of Economic Affairs, the Ministry of 
National Development, the Ministry of Agriculture, the 
Office of the Board of Investment and the Office of the 
National Economic Development Board. Information 
regarding marketing and trade practices, however, must 
be obtained from local traders specializing in the 
products to be manufactured. 

If promotional rights and benefits are required, 
the Office of the Board of Investment must be con- 
tacted, and answers obtained as to the possibilities. 
At this point, it will be necessary to make enquiries 
both at the Ministry of Industry and the Office of the 
Board of Investment whether the establishment of the 
specific industry is permitted and whether there are any 
conditions that must be satisfied, for there are at 
present some types of industries which are not open 
to private investment, and some which are temporarily 
closed for economic reasons. 

After the above preliminary investigations have 
been concluded and a decision to proceed with the 
project is definitely made, selection of the factory site 
must be settled and land for the purpose must be 
acquired in the appropriate industrial area. If the 
locaton is in Bangkok and Thonburi areas, an enquiry 
must be made at the Ministry of Industry to ascertain 
definitely whether the location is in the planned indus- 
trial areas; enquiry must also be made at the muni- 
cipality concerned to find out whether there is going 
to be any objection to the establishment of the 
planned factory on the location. If the location is 
in the provinces, outside Bangkok and Thonburi, these 
enquiries must be made at the Office of the District 
Officer concerned. Before any money is paid for 
the land it would be wise to enquire at the appropriate 
Land Office whether the transaction can be made or 
whether there will be any objection to the transfer 
of the title deed. It must be mentioned here that 
under the Land Act no foreigners are allowed to own 
land in Thailand, except under agreements on 
reciprocal treatment and even under this, the amount 
of land that can be so obtained is considerably 
limited. However, for promoted industries, land 
necessary for the approved industries can be obtained 
under the Promotion of Industrial Investment Act by 
the promoted juristic person even in excess of the 
limit permissible under other laws. 

If promotional rights and benefits under the 
Promotion of Industrial Investment Act are required 
and it has been established from preliminary enquiry 
that they can be obtained, an application on official 
forms together with details of the project and a list of 
the necessary machinery and equipment must now be 
submitted to the Office of the Board of Investment 
for consideration. If the project is approved by the 
Board, a promotion certificate will be issued by the 
Board to the applicant stating the rights and benefits 
that are being given and the conditions with which the 
applicant must comply. 

If no promotional rights and benefits are required, 
the applicant can apply for permission to establish a 
factory direct to the Factory Control Division, Office 
of the Under-Secretary of State, Ministry of Industry. 
Under the Factories Act, no one will be allowed to 
establish or enlarge a factory without having first 
obtained a licence from the Ministry of Industry. It 
must therefore be pointed out here that a licence per- 
mitting the establishment of a factory must be obtained 

J 
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Iioni the Ministry of Industry in all cases, whether 
the industry has been approved by the Board of 
Investment under the Promotion of Industrial Invest- 
ment Aet or not. However, in the case of an industry 
which has been approved by the Board of Investment, 
i he issuing of the licence by the Ministry of Industry 

definitely assured, whereas in the case of other 
inclusirics, the Minister of Industry can refuse the 
.ipplieation for licence. 

II the location of the factory is to be in either 
Haiu-kok or Thonburi, the application must be sub- 
mitted at the Factory Control Division, Office of the 
I iider-Secretary of State, Ministry of Industry. If the 
factory is to be erected in the provinces, the application 
i!i!i-t be made at the office of the District Officer con- 
V.V. ned. who will process and submit it to the Governor 
.»I the appropriate province, who in turn will pass it 
on to the Ministry of Industry with his comment. In 
oilier ease the application must be made on the official 
lornis and must be accompanied by plans and drawings 
o! the factory to be erected and the layout and details 

! the machines to be installed. Engineers of the 
Factory Control Division will inspect the proposed site 
alier the application is sent to him. If the application 
is approved, a licence signed by the Minister of Industry 
permitting the establishment of the factory will be 
iwiv.d to the applicant, who will have to comply closely 
with the conditions (if any) stipulated in the licence. 

In the meantime, if the location of the factory is 
in a municipal area, a permit to erect buildings and 

•peíate a business establishment, in accordance with 
'u-Iaws, must be sought from the municipal authority 
concerned. The application for this permit must be 
accompanied by detailed plans and drawings of the 
buildings to be constructed. 

If the enterprise is going to be operated as a 
i:üistic person, that is, as an ordinary partnership, or 
a limited partnership, or a limited company (corpora- 
tion), it must be registered with the Department of 
Commercial Registration, Ministry of Economic Affairs, 
m accordance with the Commercial Registration Act 
of 1956. 

When the buildings have been constructed and 
the machinery erected and the factory is ready to start 
operation, a request for a permit to start the factory 
must be submitted to the Factory Control Division of 
the Ministry of Industry. In accordance with the 
Factories Act, no factory can start operation without a 
permit to start operation issued by the Factory Control 
Division after inspection by the competent official. It 
must be pointed out here also that any expansion of 
the factory at a subsequent date cannot be carried out 
without a licence permitting the expansion from the 
F ictory Control Division. 

If exemption from import duties and business tax 
lor machinery and equipment is obtained from the 
Hoard of Investment, a list of the machinery and 
equipment to be imported must be submitted to the 
Office of the Board of Investment for consideration. 

28.1 

The Office of the Board of Investment will send the 
approved list to the Department of Customs of the 
Ministry of Finance so that the machinery and 
equipment will be exempted from import duties and 
business tax when they enter the country. The same 
procedure applies in the case of exemption of import 
duties and business tax on raw materials and com- 
ponents 

If foreign experts and skilled technicians are to 
be brought into the country, approval of tne Hoard 
of Investment must be obtained so that the Immigra- 
tion Department will be appropriately informed. 

c.   Customs duties and taxes 

1.    Customs duties on raw materials and components 

In conformity with the Thai Government's policy 
of encouraging industrial investment in the country, 
the Government is revising its policy regarding customs 
duties on imported raw materials and components so 
as to give as much incentive to industrial investors as 
is compatible with the Government's fiscal and 
economic policy. Customs tariffs or rules and 
regulations which are outdated and impede industrial 
development are being replaced by more realistic ones. 
As has already been pointed out above, apart from 
the exemption of import duties and business tax on 
machinery, component parts and accessories, as well 
as prefabricated factory structures or such other 
materials and equipment for their construction, an 
approved "promoted" industry is also allowed exemp- 
tion (for those under group A) or reduction (one-half 
for those under group B and not exceeding one-third 
for those under group C) of import duties and busi- 
ness tax on "raw or necessary materials imported for 
use in the industrial activity in such quantity as is used 
or estimated to be used for production within the period 
of five years". 

It is the policy of the Government regarding 
customs duties to see that the import duties on raw 
materials and components necessary for the industries 
of the country are lower than those on the imported 
finished products. The case of the motor vehicle 
assembling industry is a good example of this policy; 
the "promoted" motor vehicle assembling factories are 
allowed to pay import duties on the component parts, 
or on even the whole vehicle imported knocked-down, 
at half the rate of that collectable if the vehicle were 
imported complete. A standing committee has been 
set up by the Government to consider changes in the 
customs tariffs so as to give incentives and protection 
to industries in this respect, and many changes in 
customs rates on necessary raw materials and compon- 
ents have been made during the short time the com- 
mittee has been in operation. In order to make the 
changes recommended by the committee legal, a law 
called the "Customs Tariffs Act (2), B.E. 2506" was 
enacted in 1963. Under this Act, the Minister of 
Finance, with the approval of the Council of Ministers, 
may,   for   the   purpose   of   promoting   agriculture, 
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industry, public health ¡mil exports, reduce customs 
rates to below those stipulated in the Customs Tariffs 
Act; however, the remaining customs rates after such 
reduction must not be less than one tenth of those 
previously  stipulated. 

It must he mentioned here also that, in order to 
cncouiage exports of products manufactured in the 
country, a rebate of seven-eighths of the customs duties 
collected on raw materials which are used in the 
exported products is allowed the manufacturers. 

2. Taxes affecting industry 
A summary outline of taxes applicable to business 

in Thailand, industrial or otherwise, is given below. 
These include principally the income tax and the 
business tax. which is essentially a gross receipts tax. 
Other laxes arc relatively minor in amount. 

(a) Companies' income tax. Net profits 
derived from business carried on in Thailand in any 
accounting period of twelve months are subject to 
income tax. These net profits are ascertained in 
accordance with generally accepted accounting 
principles, subject to conditions commonly found in 
income tax laws of most countries. The income tax 
is charged on the net profits at the following rates: 

on the first 500,000 baht         15 per cent 
on the next 500,000 baht       20 per cent 
on all in excess of 1.000,000 baht    25 per cent 
Annual return and payment of the tax must be 

made within  150 days from the closing date of the 
accounting period. 

Companies organized under foreign laws which 
carry on business in Thailand are, lu the extent that 
their incomes are derived from sources in Thailand, 
subject to income taxes in the same way as companies 
organized under Thai laws. For some foreign na- 
tionals, however, double taxation relief is now 
available under the bilateral agreements signed be- 
tween Thailand and some foreign countries (see 
section K [4] of chapter V). 

A company or juristic partnership which disposes 
of profits out of Thailand is subject to 15 per cent 
tax on such profits and is required to pay the tax 
within seven days from date of disposal. 

The transfer of profits by a branch office of a 
company to its principal office abroad comes within the 
scope of this 15 per cent tax. However, remittance 
made to a recipient abroad in the form of dividends, 
interest, royalties, or purchase price of goods and 
services is not treated as disposal of profits and is not 
taxable as such. 

It must be pointed out here again that, under the 
Promotion of Industrial Investment Act, a "promoted" 
juristic person is exempted from tax on income derived 
from the industrial activity for five fiscal periods under 
the Revenue Code beginning with the tax period in 
which such juristic person has either sold its products 
or gained an income. This exemption, however, will 
not be allowed in case where the promotion covers 
expansion of an industrial activity. 

(b) Personé income tax. An individual who 
is present in Thailand for one or more periods 
aggregating 180 days or more in any tax year is 
treated as a resident of Thailand and subjected to 
income tax on income from sources in Thailand as 
well as on incomes from foreign sources which are 
brought into Thailand. 

The personal income tax is charged on the gross 
assessable incomes under eight categories covering 
income from employment, properties, profession, and 
business, after deduction of proper allowances. The 
following deductions are allowed against gross assess- 
able incomes: 

(i)   Expenses.   Standard   deductions   arc   fixed 
at the following rates: 
( 1 ) Income from employment and services 

—20 per cent but not to exceed 20,000 
baht. 

(2) Income from interest, dividends, royal- 
tics, etc. — no deduction allowed. 

(3) Income from rentals — varying from 
10 per cent to 30 per cent depending on 
the type of property rented. 

(4) Income from liberal profession — 30 
per cent. 

(5) Income of contractors — 80 per cent. 
(6) Income from business, industry, or any 

other occupations — varying from 
75 per cent to 90 per cent depending 
on the nature of the occupation. 

In case of items (3), (4), (5) and (6) above, 
taxpayers may elect to itemize their ordinary and 
necessary expenses incurred for the purpose of earning 
income. 

(ii) Personal allowances.  Deductions are allowed 
on personal allowances as follows: 
( I ) 4,000 baht for the taxpayer, 
(2) 2,000 baht for the taxpayer's spouse, 
(3) 1,000 baht for each of the taxpayer's 

children. 

The balance after deductions under (i) and (ii) 
is  called net income.    The  personal   income  tax  is 
charged on this net income  at the following  rates: 

on the first 10,000 baht 10% 
on the next 40,000 baht 13% 
o.i the next 50,000 baht 16% 
on the next 50,000 baht 20% 
on the next 50,000 baht 25% 
on the next 50,000 baht 30% 
on the next 50,000 baht 35% 
on the next 50,000 baht 
on the next 50,000 baht 
on all excess over 400,000 baht 

40% 
45% 
50% 

An annual return and payment of the tax are 
required on or before the last day of February each 
year in respect of incomes obtained during the previous 
calendar year. 

1 
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It must be pointed out here that foreign residents 
m Thailand are likewise subject to an individual lax 
mi income derived within the country. 

(c) Business tax. Monthly gross eceipts from 
thirteen categories of business are subjected to business 
i,i\ at the following rates: 

( i ) Sale of noods — Varying according to types 
of goods 1.5 per cent to 25 per cent of gross 
receipts. 

Examples.   Alchoholic beverages 25 per cent 
of gross receipts. 
Passenger automobiles 20 per cent of 
gross receipts. 
Refrigerators, TV sets  12 per cent of 
gross receipts. 
Common goods used in homes 5 per 
cent of gross receipts. 
Non-finished goods 1.5 per cent of gross 
receipts, 

lo the above must be added a municipal surtax 
ut   10  per cent,  for example,  5  per cent   becomes 
5.5 per cent. 

(ii) Sales of service, rentals and other categories 
—varying according to nature 1.5 per cent to 
10.5 per cent of gross receipts. 

In the case of business tax on sale of goous, the 
tax is collected  at the level of the  manufacturer or 
importer, and not the retailer. 

In other categories oí business, the tax is collected 
11 ¡mi  persons  carrying on the business. 

Returns and payment of business tax are required 
monthly on or before the fifteenth day of the month 
following that  in which gross receipts occur. 

It should be noted that this business tax is the 
major taxation on business. 

(d) Local development tax. This is a land tax 
levied against the owner of land or the person in 
possession of land not under private ownership. For 
the collection of this tax all lands, inside as well as 
outside municipal limits, are assessed average and fair 
values in units of rai (1,600 square metres) officially 
every four years, and local development taxes for 
ihcm are levied on these average values at the 
following rates: 

Minimum rate: for land used for cultivation of 
crops — 0.25 baht per rai. 

Maximum rate: for land bearing a value of over 
500,000 baht per rai—400 baht per rai plus 
100 baht per rai for every 100,000 baht per 
rai of value in excess of 500,000 baht. 

(e) Stamp duty.   This is   required   for thirty 
ategories of instruments specified in the schedule to 

the Revenue Code, for example, receipts for payment 
of money, loan instruments, power of attorney, and 
so on. Payment of this stamp duty is effected by 
affixing required stamps on dutiable instruments. 
The rate at which stamp duty is required varies with 
the nature of the instruments. 

Examples:   Receipts — 0.5    per   cent    amount 
received.   Loan inslrumenls       0.05 per ceni 
of principal amount. 
Cheques — 0.25 baht per document. 

Receipts issued in the ordinary course of business 
are exempted from the stamp duty 

IV.    MARKET ANALYSIS AND SURVEYS 

In Thailand, in the past, some market analyses 
and surveys have been conducted by private enter- 
prises as well as by government organizations. Mar- 
ket analyses and surveys undertaken by pi ivate 
businesses arc naturally limited to merchandise 
marketed by individual business and, of course, are 
intended for their own benefit. Oil-distributing 
companies, for one example, have their own market 
analysis and survey divisions. Besides this, there are 
in the country at present two companies which will 
undertake to conduct market suivey and analysis on 
any specific merchandise upon icquest by any client. 
One private financial establishment, the Bangkok Bank, 
has for some time been conducting market analyses 
on certain goods and has published reports of the find- 
ings in its "Bangkok Bank Monthly Review" magazine. 
In addition, the Thai Chamber of Commerce and the 
Thai Board of Trade occasionally conduct market 
analyses and surveys on merchandise which are of 
iieneral interest and publish lepoits of the lesults in 
their own publications. 

The aim of market surveys undertaken by 
government organizations is principally to promote 
trade in general and to benefit producers, traders and 
all concerned in the marketing of the merchandise 
surveyed as a whole. Movement of prices as well as 
trading position both inside and outside the country 
are published to assisi privale producers in their 
decision concerning future production. In addition, 
the data obtained in these market surveys are used by 
the Government in planning for the promotion of 
production, industry am! trade, in private as well as 
in public sectors. 

In Thailand, generally, governmental market 
analyses and surveys are the responsibility of the 
Ministry of Economic Affairs; however, in practice, 
because of the present shortage of competent officials 
in this field, only a small part of the work has been 
undertaken by the Ministry. Moreover, at present, 
because of the urgent need for quicker progress, the 
work of production promotion is being carried out by 
a number of ministries. Therefore, in order to obtain 
data required for their promotional work quickly, it 
is now quite usual for these ministries to conduct 
market surveys on products which they are promoting 
themselves. In the Ministry of Agriculture, for 
instance, there is a Division of Agricultural Economics, 
which undertakes market analyses and surveys on many 
agricultural products. Data obtained in these surveys, 
besides being used in the work of the Division's own 
Agricultural Promotion Section, are Usually published 
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for llic benefit of the general public in the monthly 
"Agricultural Economic Research" magazine. The 
Dank of Thailand conducts market analyses on many 
types of merchandise and publishes its findings in the 
Bank's "Monthly Economic Report". In addition, on 
the national level, the Office of the National Economic 
Development Board sometimes conducts surveys to 
obtain more data required in some specific cases. 

In the Ministry of Economic Affairs, which has 
the direct duty concerning trade and marketing, there 
are a number of oiganizations dealing specifically in 
this field. In the Department of Internal Trade there 
is a Markets Division which continually conducts 
surveys on retail prices of commodities on the Bangkok 
market. The Department of Economic Relations 
collects and conducts further analysis on retail and 
wholesale prices of commodities in the provinces, using 
data obtained from market surveys undertaken by 
Provincial Trade Officers of the Office of the Under- 
Secretary of State for Economic Affairs. The Depart- 
ment of Foreign Trade concerns itself with market 
analyses and surveys on some exportable products. 
It falls on the Trade Information Division of the 
Department of Commercial Intelligence to undertake 
general market surveys in the country and make the 
results obtained available to the general public in the 
forms of "Market News Service" and "Marketing 
Research" on specific cases. The Technical and 
Commercial Statistics Division of the same Depart- 
ment conducts analyses on retail prices of commodities 
in Bangkok and Thonburi and publishes results 
monthly in the form of "Consumer Price Index for 
Bangkok and Thonburi". Moreover, in order to make 
all these trade data and market prices available to the 
general public, the Ministry runs a "Daily Trade News" 
and publishes monthly the "Monthly Trade Bulletin" 
and the "Economic and Trade News Bulletin". 

Regarding industrial products, up to now there 
have been very few detailed market analyses and 
surveys, and most of those that have been made were 
conducted by private business enterprises for their own 
use and were not generally made public. A recent 
example of these is the market surveys on kraft paper 
and allied products undertaken by an American 
company to ascertain the feasibility of establishing a 
kraft paper factory in this country. It must be men- 
tioned here, that not very long ago market analyses 
were made in Thailand on five commodities, namely, 
water pumps, household electric appliances, soda ash 
and caustic soda and hand tools, by six American 
consultants under contract to USOM, Thailand. 
These analyses were made in conjunction with indus- 
trial feasibility surveys on four specific industries 
carried out by these consultants and financed by 
American AID to Thailand. Details and results of 
these surveys have already been discussed in chapter 
11. 

It must be mentioned here that, in Thailand, 
Bangkok acts as  the main central market for both 

inland and ioreign trade. All commodities produced 
in the country, after a part is retained for consumption 
in the producing and neighbouring areas, arc usually 
sent to Bangkok for distribution to other ..onsuming 
areas or for shipment abroad. Bangkok is also the 
central point for distribution of imported goods to pro- 
vincial markets. It is estimated that about 95 per cent 
of all commodities imported into the country passes 
through the Port of Bangkok. Provincial markets, 
which are usually located within individual municipali- 
ties, in turn act as central points for further distribution 
to secondary markets in nearby villages. These 
secondary markets in their turn collect pr- nets from 
local producers and despatch them to provincial 
markets or, sometimes, send them directly to Bangkok. 

V.    MOBILIZATION OF CAPITAL FOR 
INDUSTRIAL DEVELOPMENT 

a.   Rate of capital investment in industry 

In the following discussion on capital investment 
in industry, the term "industry" is taken to include 
manufacturing, mining and electricity only. 

The industrial sector plays a minor role in the 
Thai economy and accounts for 12 to 13 per cent of 
the gross domestic product. Most of the manufacturing 
industries are small-scale, light industries catering 
mainly for domestic consumption and are mainly in 
private hands; those under public ownership include 
the tobacco monopoly, paper, gunny bag and sugar 
factories, and a few other small industrial units. 

Although available data on capital investment in 
industry are incomplete, it is believed that the figures 
in table 7 can be used to show trends. Investment 
in industry, both public and private, on the average 
accounted for over one-third of total gross capital 
formation during the period 1957-1965 or about 6 
per cent of the gross domestic product. Of the total 
capital investment in industry, by far the largest share 
was contributed by the private sector. Between 1957- 
1960 this private investment amounted to over 90 per 
cent of the total investment, but since 1961, the 
proportion fell sharply to slightly over 80 per cent. 
This was because during the latter period, public 
sector expenditures on electricity increased rapidly, 
especially in connexion with the multipurpose hydro- 
electric Bhumipol Dam. It will be noted that within 
the public sector itself, electricity played a dominant 
role in the sector's investment in industry, its share 
within the sector averaging over 60 per cent between 
1960-1965. In the private sector, the proportion of 
manufacturing in the sector's investment in industry, 
averaged over 70 per cent throughout the period, with 
the exception of 1965. 

A further breakdown by type of industry (for 
manufacturing only) in the private sector is indicated 
to some extent in table 8. Assuming that most of 
the relatively large industrial establishments set up 
between 1955-1965 were "promoted" industries, that 
is, industries enjoying various benefits and privileges 
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TABI i-  7.    CAPITAL INVESTMENT IN INDUSTRY, 1957-1965, 
SHOWING ITS DISTRIBUTION BY SECTORS, SHARE OF FACH SECTOR TO GROSS CAPITAI, FORMATION, AND 11s GROW 111 R\TI. 

              m7 "• iy>_  I'M mi !•),,! r„,t ,,„4 „,,, 

1. Total capital investment in in- 

dustry"  (million bant)           2.520.2      2,171.0      2,573.3      3.019.2      3.552.5      4.189.4     5,215.8      6.175.5     6,365 1 
Percentage   change   from   pre- 

vious year  ... •-j^-_ _^ -15.6       +18.5       +173       +17.7       +17.9       + 24.5       +18.4        +3.1 

1 a     Public Sector (as percent- 
age  of   1.)     6.5 6.7 8.4 9.7 15 .fi 17.7 16.3 15(1 17.2 

al. Manufacturing    (as    per- 
centage of  l.a)     58.3 61.8 29.9 16.8 26.6 34.5 33.9 29.3 31.1 

a2. Mining (as percentage of 
la)         7.3 8.7 17.9 17.6 10.0 6.8 5.6 9.2 8 0 

a3. Electricity  (as percentage 
of   l.a)     34.4 29.5 52.2 65.6 63.4 58.7 60.5 61.5 60.9 

l.b     Private   Sector   (as   per- 
centage of 1.)     93.5 93.3 91.6 90.3 84.4 82.3 83.7 85.0 82.8 

bl. Manufacturing    (as   per- 
centage of l.b)     74.2 73.3 73.2 75.4 73.8 71.1 70.9 70.7 69.8 

b2. Mining (as percentage of 
l.b)     17.0 16.0 15.3 13.9 18.4 14.9 17.1 18.1 18.8 

b.3. Electricity  (as percentage 
of   l.b)     8.8 10.7 11.5 10.7 7.8 14.0 12.0 11.2 11.4 

2. Total   ftross   capital  formation" 
(million  baht)           7,133.4      6,653.1      7,804.6     9,309.7      9,645.6    12,220.1    15,247.9    16,898 1    17,744.8 
2.a Public sector as percent- 

age of 2.)     20.4 21.6 26.2 27.3 30.9 24.8 24.5 27.9 28.7 
2b Private sector (as percent- 

age of 2.)     79.6 78.4 73.8 72.7 69.1 75.2 75.5 72.1 71.3 

V Total capital investment in in- 
dustry ns percentage of total 
gross  capital formation     35.3 32.6 33.0 32.4 36.8 34.1 34.2 36.5 35.9 

4.   Growth  rate 
4.a Public    capital    investment 

in industry    -11.6       +49.4       +29.8       +97.4       +34.1       +1 + 7       +9.1       +17.7 
4.b Private    capital   investment 

in industry    -14.0       +16.3       +16.2       +9.5       +14.9      +26.6       +20.2      +0.5 

N.B.   a Including gross fixed capital  formation and changes in inventories. 
Source:    National Income Statistics  of Thailand,  1965 Edition. 

under the industrial investment promotion laws, then 
the textile industry comes first in terms of number, 
followed by hotels, sugar mills, metal works, motor 
car and tractor assembling plants, and so on. Figures 
on actual investment in each type of industry are not 
available, and they cannot be derived from the size 
of registered capital sii'ce there is no precise relation 
between them. For instance, an oil refinery plant 
recently opened, requires an actual capital expenditure 
of about 700 million baht, but has a registered capital 
of only 10 million baht. The same is true for most 
other factories. However, as an indication, it has been 
estimated that the total fixed investment of all the 
"promoted" industries which came into operation 
during 1955 to 1965 amounts to over 3,000 million 
saht, while their registered capital totals only about 
1,550 million baht. There is no information as to 
how much of the investment in industry in the private 
sector was financed by domestic capital and how much 
by foreign capital, except as differentiated in the 
registered capital and shown in the table. 

In the public sector, table 9 indicates the sources 
of financing by broad types of industries from 1953- 
1965. Between 1954-1956 the Government decided 
to invest directly in a number of pilot projects in order 
to induce the private sector to follow. The results 
of such policy, however, proved somewhat unsatis- 
factory. From 1957-1959 the Government dis- 
continued direct investments in new industrial ventures. 
From 1962-1964, public funds were again used to 
build an oil refinery and a weaving factory, but 
primarily with the objective of serving military needs. 
It should be noted that since 1959 government ex- 
penditure on electricity has been substantial. 

b.   Structure of the capítol market 

Before the Second World War, most businesses 
in Thailand were operated in the form of private 
undertakings owned by a single person or a family. 
They were private companies where outsiders were 
more or less regarded with suspicion. There were, of 
course, a few public companies, the shares in which 
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TAME 8.    LIST OF PROMOILD INOUSIRIFS IN OPKRWION,  1957-1965 

lyre 
Sitmbrr <•/ 

«frn,;l 

1. Weaving  spinning,  bleaching and dyeing     
2. Sugar        
3. Hotels   
4. Metal  rolling  nvll.  iron transfiguring such  as  bolts 

and   nuts   and   nails       
5. Motor  car  and  tractor assembling     
6. Dry   cell   batteries        
7. Electric   appliances   and   accessories,   electric   bulbs, 

cable and  wire       
8. Radio and  televising parts and sets     
9. Wood   curing   and   impregnating  and   wood   parquet 

flooring         
1(1. Shaving-board         
11. Tin   plate        
12. üalvuni/cJ   iron   sheet     
13. Motor   spare   parts     
14. Edible  Hour        
15. Cold   storage         
16. Edible   milk         
17. Alum         
18. Sulphuiic  and  hydrochloric aciJs    
19. Gypsum          
20. Cement         
21. Pharmaceuticals         
22. Ceramics         
23. Gunny   bags        
24. Gourmet   (seasoning)   powder       
25. Rubber   products      
26. Zip   fasteners         
27. Glass   products        
28. Aluminium   products        
29. Plantation   oil        
30. Rattan and bamboo products    
31. Coconut  fibre        
32. Fishing  net        
33. Oil   refinery         
34. Rope         
35. Motor car tyres and lubes    
36. Tin and  petrol drums     
37. Printing   ink        
18. Tea          
39. Leather  selecting  and cleaning 
40. Carbon   dioxide      
41. Sewing  machine  assembling       
42 Agricultural   products  curing     
43 Gramophone   records        
44. Slaughter   house        
45. Plastic  pipe        
46. Iron pipe       
47. Tin   smelting         
48. Paint       
49. Motors  and  mechanical  tools     
50. Storage   batteries       ^ -• -_j ill 

total         

26 
12 
13 

8 
7 
6 

4 
1 

4 
I 

4 
4 
5 
4 
3 
I 
2 
I 
3 
4 
2 
2 
2 

1 
1 

1 

154 

1.5,150,000 
•¡27.365.850 

67.320,000 

21 110,000 
30.1 10.000 
12.200,500 

17.004,000 
3,000,000 

9.300,000 
30.000,000 
6,000,000 

13,498,500 
4,450,001) 

14,121,043 
5,900,000 
9,000,000 
3.770,000 

12,000,000 
2,000,000 

164,446,000 
14,877,000 
9,000,000 

60.000,000 
18,750,000 
2.101,200 
8.230.0(H) 
5,100,000 
4,202.000 
? .000.000 

800,000 
2,400,000 
8,000,000 

10,000,000 
1,200,000 
8,000,000 
4,500,000 
1,700,000 
1,200.0(H) 

50.2(H) 
960.0(H) 

1,000 
7.2IHMHH) 
3(HH),000 

50.000.000 
8,000,000 
2,000,000 
5,400,000 

500,000 
6,000,000 
1,450,000 

U67,667;293 

80,750,000 
7,134,150 

20.680.000 

4.S90.0O0 
29,490.000 
18.799.500 

|9.996.(MK) 

2<H).00<) 

14,001.500 
3,790,000 

25,500.000 
100,000 

12.000,000 

7,554,000 
30,177,000 

26.250,000 
3,898,800 
l,770,(H)0 
3,900,000 

298,(H)0 
750,000 

1,700.000 
3.600.0(H) 

12,000,000 
500.0(H) 

1.700,000 
800,000 
949.800 
40,000 

4,999,000 
4,800.000 

2.000,000 
10,000,000 
12,600,000 
9,500,000 
4.000.000 
l.sso^ooo^ 

382,367,750 

145,900,000 
4 34,500,000 

88.000,000 

26,000,000 
59.600,000 
31,000,000 

37,000,000 
3,000,000 

9.500,000 
30,000,000 
6,000,000 

27,500,000 
8,240,000 

39,621,043 
6,000,000 

21,000,000 
3,770,000 

12,000,000 
2,000,000 

172,000,000 
45,054,000 

9,000,000 
60,000,000 
45,000,000 

6,000,000 
10,000,000 
9.000,000 
4,500.000 
5,750,000 
2,500,000 
6,000.000 
8,000,000 

10,000,000 
1,200,000 

20,000,000 
5,000,000 
3,400,000 
2.000,000 
1,000,000 
1,000,000 
5,000,000 

12,000,000 
3,000,000 

50,000,000 
10,000,000 
12,000,000 
18,000,000 
10,000,000 
10.000.000 

_   3^000,000 
1,550.035,043 

Source:    Office of the Hoard of Investment. 

I ABI I    '».      DISBURSEMENTS  ON   tOREK.N   LOANS  FOR   INDUSTRIAL   INVFSTMFNT   IN    THE   PUBLIC   SKioH. 

FOR FY  1953-1965« 
(million baht) 

Fortitn Creditori 

Fi,¡al Sent Inâuilry 

1953 Manufacturing 
Mining 
Electricity 

~ total' 

IBRD 
Unitrd Stain Wen Crrmm 

Oor't Otturi Tolti 
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237.5 
2.8 

99.2 

289 

1954 Manufacturing        237.5 
2.8 

99.2 

Mining        
Electricity           

Total                   — 

Manufacturing        

—                        -                  339.5 339.5 

1955 —                      —                  164.3 
1.2 

64.9 

2.30.4 

164.3 
Mining        
Electricity         64.9 

2 30.4 total 

!'>->() Manufacturing        
Mining        
Electricity 

404.2 41142 

Total        404.2 

62.0 

62.0 

404.2 

1957 Manufacturing 
Mining        
Electricity         

Total        

Manufacturing        
Mining        
Electricity                      37 2 

62.0 

62.0 

l'ISH 

37.2 

Total                 37 2 37.2 

1959 Manufacturing                  —- 

138.3 
Mining                  — 
Electricity              250.4 388.7 

Total               250.4 138.3                  —                   — 388.7 

I960 Manufacturing                  — 35.6                                            64.4 

183.4 

KM) 0 
Mining                          
Electi icily                            233.7 

total                    2 31 7 

Manufactming                   — 
Mining                  .— 
Electricity                           261 3 

417.1 

\'H,\ 

219.0                    —                    64 4 

123.3 

517 1 

384 6 

Total                261.3 123.3                  —                    — 384 6 

1962 Manufacturing                  — 
Mining                 — 

—                    -                    262.3 

192.9                                            27.2 

262.3 

Electricity                                       264.3 484.4 

Total                     264 3 192.9                   —                  289.5 

—                     —                    84.7 

132.0                    9.2                148.4 

746.7 

1963 Manufacturing                  — 
Mining                 — 
Electricity               242 9 

84.7 

5.32.5 

Total                242.9 

Manufacturing        
Mining                                                            — 
Electricity                    .   .         145.8 

132.0                   9.2               233.1 617.2 

1964 —                     —                  116.3 

73.7                 106.4                  84.3 

116.3 

410.2 

Total                145.8 73.7                 106.4                200.6 526.5 

1965 Manufacturing                   5.9 —                      7.9                  392 

50.3                   984                    28 

50.3                 106 3                  42.0 

53.0 
Mining                  — 
Electricity                 54.1 205 6 

Total                                                         60.0 258.6 

N.B. » Fiscal years prior to 1961 corresponded with calendar years. Fiscal year 1961 covered January-September 
l(>61. From 1962 onwards, fiscal year commences on October and ends in September of the following year; for example, 

I Y 1963 runs from October 1962 to September 1963. 
Source:    Bank  of Thailand. 
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might change hands within a very small circle of inves- 
tors unknown to the public. 

After the war, under the impetus of the Govern- 
ment's policy of industrial promotion, especially since 
1958, public companies began to be formed in greater 
numbers. In June 1962, a group of businessmen and 
a few share brokers organized the Bangkok Stock 
Exchange Limited Partnership. In 1964, the partner- 
ship was transformed into a limited company. At 
present there are only a few active brokers buying and 
selling the shares of 25 listed companies. Daily 
newspapers carry quotations of these shares. The 
annual trading volume is still very small, and the 
organization is not yet a stock exchange in the sense 
used in developed countries. Recently the Exchange 
Control authorities have agreed to trading in the shares 
of mining companies operating in Thailand but regis- 
tered in Malaysia, provided the purchase and sale of 
such shares are made under present exchange control 
procedures. Normally such shares are deposited with 
banks in Thailand acting as nominee holders and 
trading is done on the basis of depository receipts of 
the shares. 

The Bangkok Stock Exchange also carries quota- 
tions of government bonds; however, transactions in 
government securities on the Bangkok Stock Exchange 
arc still very small as holders of long-term Govern- 
ment securities generally prefer to resell these bonds 
to the Government al par. 

The capital market in Thailand is still far from 
adequate. It lacks the various institutions which 
would provide long-term finance. Although the num- 
ber of life insurance companies has increased since the 
Second World War, the amount of life insurance funds 
is relatively small. The greater part of these funds 
is lent to policy holders or kept as fixed deposits with 
commercial banks, while only a very insignificant 
proportion is invested in shares of private companies 
and in government bonds. 

The government Savings Bank invests mainly in 
long-term government bonds and finances the opera- 
tions of a few government commercial undertakings 
and public utilities. The rate of growth of savings 
deposits in the Government Savings Bank has been 
slackening in recent years. 

To make up partly for the scarcity of long-term 
funds, the Government has set up the Industrial 
Finance Corporation of Thailand, a private institution, 
to finance medium- and long-term investments in 
industry. A fund to finance small-scale industries is 
operated jointly by the Ministry of Industry and two 
state-owned commercial banks. An Investment Fund 
is also in operation. 

c.   Measures token to promote savings and 
channel them into industry 

To encourage public savings, the Government has 
adopted various measures to increase tax revenue and 
at the same time to hold down current expenditure to 
an appropriate level. The following table 10 shows 
that between 1959-1964 the average rate of increase 
of revenue was about It).6 per cent a year whilst that 
of current expenditure was slightly over 9 per cent. 
This still left a savings margin of about 17 per cent of 
revenue a year on average. To widen this margin 
further, the Government has in the past few years taken 
the following action: 

On the revenue side, it has made upward adjust- 
ments in customs tariff rates, modernized the Revenue 
Code, and gradually improved tax administration. 

( 1 ) Customs tariff. Important changes in 
recent years are as follows: 

(a) on 5 June 1959, all import duties were 
increased by  10 per cent; 

(b) in March I960, a reclassification of goods 
according to the Brussels Nomenclature and 
readjustment of rates for a number of com- 
modities resulted in some increases in 
revenue. 

Partly as a result of the above measures and 
partly because of the increase in total imports, revenue 
from import duties has been rising steadily, as shown 
in the following table: 

(2) Revenue code. During 1960 the Govern- 
ment initiated a programme for the revision of the 
entire Revenue Code. The principal taxes involved 
are Personal Income Tax, Corporation Income Tax, 
Business Tax, Purchase Tax and Stamp Duty. The 
aim is to make more financial resources available for 
economic    development.    On    30    August    1961, 

TABU:   10.    SAVINGS OF THL CENTRAL GOVERNMENT, 

(million  baht) 
1959-1965 

i alendar 

195« 
1960         
1961         
1962        
1963         
1964         
1965 (nine  months) 

Current Increae Current Increase t'tovernment 
« % ol 

Can't 
"venue pet cent expenditure per ,enl savings revenue 

6,037 5,268 769 13 
6,778 12.3 5,514 4.7 1,264 19 
7,449 10.0 6,202 12.5 1,247 17 
8,007 7.5 6,558 5.7 1,449 18 
8,817 10.1 7,403 12.9 1,414 16 
9,954 12.9 8,200 10.8 1,754 18 
8,669 — 6,483 — 2,186 — 

av. 10.6 av. 9.3 av. 17 

Source:   Bank of Thailand. 
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amendments to Personal Income Tax and Business Tax (2)    Deposit rates.    At present maximum rates 
were promulgated.    The new Business Tax has already of interest on deposits payable by commercial banks 
yielded a sizable amount of additional revenue annual- are as follows: 
ly. (a) deposits maturing in less than 3 months: 0.5 

TABI i:   II.    REVENUE  FROM   IMPORT  DUTIES,   1958-1965 Ver ccnl Pcr annum'; 
 (b)  deposits maturing from 3  months to under 

k!ZZ",'J',um , ,     ,     , (y months-  5 per cent per annum; impuri tint it. Ai ptrietitaRe ti] . 
lA.i/^w [milium bain i         tMui ,„„•„,„ (c) deposits maturing from 6 months  to under 

1958           1.613.2 28.8 12 months: 6 per cent per annum; 
1959           1,792.8 29.7 (d) deposits maturing from 12 months upwards: 
'*>»   2.°49-5 30.2 7 per cent per annum. 
1961   2,359.5 31.7 * v 

1962   2,521.5 31.5 As a result of the above measures, time deposits 
1963   2,780.1 31.5 rose sharply, especially in the past few years, as shown 
1964   2,830.0 28.3 ¡n table 14. 
1965   2,819.2* 25.0* 

—  (3)    Government bonds.   In  1956, the Govern- 
* Estimated. ment  raised  the  interest   rate on  government  bonds 
Source:    Bank of Thailand. soy   to  tnc   pub|jc   fmm   6   pc|. CC|U  ,()  R   pcr  CC|U_. 

(3) Tax administration. The Government Sincc lhen investment by private institutions and 
recently engaged the services of a private American individuals in government bonds has been rising very 
firm, the Public Administration Service, to look into rapidly. The following table 12 shows ¡hat the priv- 
ine machinery of tax collection and make recommenda- portion of holdings by the Bank of Thailand (central 
tions for improvement. To lessen tax evasions, the bank ) nas declined sharply in recent years whilst those 
Government has also set up the Board of Tax by other institutions and private individuals have risen 
Supervision. significantly. 

On   the  non-development  expenditure  side, the (4)    Government   Saving   Bank.   On    1   April 
Council of Ministers recently adopted the recommenda- 196.5, the rate of interest for fixed deposits at the 
(ion of the National Economic Development Board to Government Savings Bank was increased from 3 per 
limit the rate of increase of non-development expendi- cent to 5 per cent. 
tures of the Government to 6-7 per cent a year so The Government uses most of the public savings 
that a greater proportion of public funds could be to finance directly development expenditures, such as 
diverted to development projects.    The actual average power   projects   and  other   basic   facilities   that   are 
increase of current expenditure betwen 1959-1964 was necessary for industrialization.   A small part of it is 
about 9.3 per cent. invested indirectly, for instance, through the Ministry 

In the field of private savings (business and of Industry, in the form of loans at low interest rates 
personal) the Government has been encouraging the to operators of small-scale industrial establishments in 
growth of financial institutions and has been pursuing the private sector. The Government also lent sub- 
an interest rates policy that is meant to attract savings stantially to the Industrial Finance Corporation which 
from business and private individuals, especially in gives medium- and long-term loans to private investors 
the form of financial assets. The following develop- in medium-sized industries. In the private sector, out- 
ments are worth noting: standing loans by commercial banks to manufacturing 

(1)    Expansion of bank offices.   Between 1955- industries now exceed  1,4(K) million baht, mostly as 
1965,  the total number of commercial bank offices working capital; commercial banks also hold shares in 
increased from 91 to 474; most of these were set up various industrial enterprises amounting to about 200 
outside the metropolitan area. million baht. 

TABLE   12.   DISTRIBUTION  OF GOVERNMENT BONDS 
OUTSTANDING, BY OWNERSHIP. 1960, 1965 AND 1966 

(million  baht) 

ilrcembtt ¡Will he.embrr l'>l.< .'rbrttary l'Ha, 

Onl frr tent <>/ <>m l"'ir«/«| (lui fri ,rnt .,f 
TWHlmmtT  .;-»./,»,_      luul "and,,., I,„al _   ./-W.»* /„/„/   __ 

Bank  of  Thailand      TTTTV       "''"'.. . . ." 2,920.« ~6I.4~ 3.237.5 34 6 3.224.1 33 2 
Commercial  banks       394.8 9,2 2.342.7 25 <> .2.2 25.9 
Government Savings Bank     440.2 10.3 2,405.0 25.7 2,5X4.8 26.6 
Other financial institutions     38-7 °9 6I•' °7 , ¿l\ <" 
Other domestic sources, including state enterprises 478.1 11.2           1.310 7 14.0 _ 

Total         "7~ 7^~.        4Ï72\6~     100.0 9,357.4       100.(1 9.719.6       UHM) 

' This rate of interest has been reduced to 0.01 per cent per annum from 2 July 1%6 
' This rate of interest has been reduced to 7 per cent per annum from 2 July  1965 
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4.   MofctUMtton of private capital 

The figures in tables 13 and 14 show that the 
volume of private savings in various forms of financial 
assets has increased satisfactorily during the last four 
to five years and that its proportion to national income 
has risen steadily. 

The most notabie development in recent years 
has been in the field of time deposits at commercial 
banks. Between I960 and 1965, the volume of time 
deposits rose sharply from 1,025.7 million baht at the 
end of 1960 to 6,406.8 million baht at the end of 
1965. The Government Savings Bank has also made 
a fair advance; although its saving deposits increased 
at a lower rate in the last two years, its sale of saving 
bonds rose steadily, thus compensating to some extent 
the slackening in savings deposits. 

Government bonds have become an important 
means of mobilizing private capital. Since 1956, 
when the interest rate on these bonds was increased 
from 6 per cent to 8 per cent per annum with the 
Government standing ready to repurchase them at 
their face value (the actual amount of interest payable 
varies with the length of time the bonds have been 
held), investment in government bonds by private 
individuals has increased considerably (see table 12). 
Several factors are responsible for this increase. First, 
the rise in income level in recent years has made it 
possible for people to save more. Second, monetary 
stability in recent years has increased the confidence 
of the people in the currency and made them willing 
to put their savings in various forms of financial assets. 
And third, the banks have opened more branches in 
the country areas, thus bringing a greater number of 
people into the money economy. 

Life insurance is the only sector that is still 
encountering certain difficulties. Th .. nount of funds 
acquired through this channel has oc n declining in 
recent years. This is due in a large measure to 
inadequate management in a certain number of life 
insurance companies, thus undermining the confidence 
of the people in this type of savings. To overcome 
this problem the Government has decided to exercise 
closer control over the operation and management of 
the life insurance business. A bill to control the 
life insurance business has already been introduced 
in the Constituent Assembly and is expected to be 
passed in the very near future. 

•.   Inflow of fofifw caprai 

As shown in the following table 15, during the 
period 1960-1965 the inflow of foreign capital rose 
steadily from 1,598.8 million baht in 1960 to 4,248.6 
million baht in 1965, at an average rate of increase of 
about 23 per cent a year, largely as a result of the 
Government's policy of accelerating economic develop- 
ment. 
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195 7 
I'^H 
1959 
I'»fill 

1961 

I'IM 
I'l'.l 
I'IM 

TABII;   M. 
OUTSTANDING AMOUNTS OF  PRIVATE SFCTOR SAVINGS  *S RrPRisrNT.n ,,v „N^IM 

Assns  lini DINGS.   1956 1965 
(million  bahl I 

Î.420.7 
5.568.2 
5.54.'».2 
5.779.9 
6,043.9 
6.511.7* 
6.571.4* 
6.701.5* 
7,290.2* 
8.180.7* 

,i<m.„> 

2.275 1 
2.591.6 
2.917.5 
1,267.9 
4,022.7 
4,563.7* 
4.519.9* 
5.177.5* 
5.628.8* 
6,151.4* 

657.0 
779.0 
8410 
888.0 

1.057.0 
1,232.0 
1,187.0 
1,511.0 
1.681.0 
2,011.0 

Tmir 

2.0 
1.0 
1.0 
1.0 

2.1.0 
2.0 
9.0 

IK) 
16.0 
29.0 

hnn4i 

71.0 
87.0 

105.0 
1.14.0 
168,0 
214.0 
30. .0 
4110 
591.0 
71.10 

/•ilk, 

149.4 
418.5 
621.7 
7667 

1.025.7 
1.485.1 
.1,148.6 
4.255.0 
5,368 3 
6,406.8 

K-inl. 

187.1 
220.7 
257.8 
335.0 
478 5 
650.7 
801.1 
958.4 

1,197.5 
1,372.2 

2.0 
2.0 
1 2 
16 
2.0 
4.3 

0.2 
6.7 

Note:    * Includes cash in hand ami deposits of life insurance companies 

. .    Not  yet available 

Si'nin:    Hank   of  Thailand. 

2100 
241 s 
264.8 
281.2 
289.1 
27.1.7 
277.0 
29X7 
266.8 

luna 

10.2 
7.2 

IVO 
12.9 
l'I 
35.8 
12.5 
41 2 
408 

• •i,./, ri 
lumi /».¡.; 

12.8 
15.7 
19.1 
21.8 
28.9 
51.2 
691) 
719 
89.7 

I 10.1 

I MíI i   15.    INI mw oi   IORIICN CAPII,\I,   1960-1965 

(million baht) 

I'm ale 
Public 

(a) (.rants 
lb)  I oans 

276.7 

mi ¡Of* 

547.2     743.4  1.394.9 2.096.6 2,026.6 

725.6     459.3     810.6  1.010.5     670.0 1,420.6 
596.5     880.0 1.389.9  1,079.6   1.012.7     801.4 

1.598.8  1,886.5 2,941.9 1,485.0  3,779.3 4.248.6 

Source:    Bank  of Thailand. 

This transfer of capital was reflected in the sharp 
increase in the import of capital goods such as mining 
and construction equipment, electric generators, rail- 
way equipment, tractors, road motor vehicles, and so 
on. The rising trend of the inflow of foreign capital 
in ihe private sector is due partly to the Government's 
policy of encouraging foreign and domestic investment 
in industrial activities through investment promotion 
laws and through new investments in some of the 
public enterprises. The inflow of foreign capital in 
the public sector takes the form of grants and loans, 
mostly for financing projects in the Six-Year Economic 
Development Plan (1961-1966). 

Thailand's first national economic development 
plan covers a period of six years, from 1961 to 1966. 
It is a partial development plan as it deals only with 
the public sector. During the first three years of the 
plan, the first phase, about 35 per cent of the deve- 
lopment expenditure was financed by foreign leans. 
Table 16 shows foreign financing broken down by 
sectors and by sources of financing. 

The execution of the first phase (1961-1963) of 
the plan proceeded fairly satisfactorily; most of the 
targets were achieved and, in many cases, even sur- 
passed. It will be seen from the table that public 
expenditures during 1961-1963 with respect to industry 
and mining were relatively small, as the policy of the 
(îovernment has been to limit the role of the public 
sector mostly to infrastructure! projects.    In the field 

of power, expenditures amount to about 70 per cent 
of the total development plan spendings. So far the 
Government has had no difficulties in securing loans 
on conventional terms from abroad to finance develop- 
ment projects. 

It is to be noted that only a small proportion 
of the private foreign investments which came in as a 
result of the Government's industrial promotion pro- 
gramme is in the form of equity capital. The main 
proportion of this foreign investment is in the 
form of loans or suppliers* credit for machi- 
nery, components, and semi-processed products, 
with terms ranging from one to seven years and 
with relatively high interest rates. Although the 
magnitude of these short- and medium-term credits 
does not present a problem to Thailand's balance of 
payments at the moment, further accumulation of such 
credits at a more rapid rate may put severe strains on 
the future payments position. The Government is, 
therefore, keeping a close watch on development of 
suppliers' credit in both the private and public sectors. 

f.   Measures for servicing external public debts 

The current level of external public debts of Thai- 
land is relatively low. As indicated in the following 
table 17, the proportion of external public debts to 
foreign exchange earnings of the country tended to 
decline between 1959-1963. With the acceleration in 
the implementation of the second phase (1964-1966) 
of the six-year economic development plan (1961- 
1966), external debts are expected to rise moderately 
in the coming years. Although the servicing of foreign 
loans does not present any immediate problem, the 
Government has taken precautionary measures to keep 
future external obligations within the country's means. 
In 1960, the Government set up a subcommittee 
under the National Economic Development Board, 
called the Sub-committee for the Study of Applica- 
tions  to Contract   Foreign Obligations.     This  Sub- 
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I' MU i   ih.    SUMMARY Oí  SIX-YI AR DIVIIOPMINI PIAN  BXPLNDIIURI S I INANCI-.D HY  IORIKIN LOANS 

HY   SM IOR.   Sl>UK< I    Ul    FINANCING  AND  FISCAL   VI AR.   1961-1966 

(million baht) 

Agriculture ami co-operatives 

IBRD   (Prospective)      

United   States  Aid   (Prospec- 
tive) 

Industry   and  niiniiiK     

United   Suites   (IM    -IKO   II) 
Japan 

Toyo     Mcnka    (Supplier's 
Credit)       

IBRD 
W     Germany   (Kreditanstalt 

für    Wiederaufbau)      

Power 

IBRD 
United States (Frimbank) 

(DLF)       
Austria 

Consortium  of Elm-Union 
A.G.      Waagner       Biro 
A.G. (Supplier's Credit) 

W.    Germany   (Kreditanstalt 
für Weideraufbau)     

Prospective 

United   Slates Aid 
W. Germany    

Communications   unti   trans- 
porta'ion 

United States (DLF)       
!PL  480-Yen) 
(ICA-AID) 
( Erimbank ) 

IBRD 
W.    Germany   (Kreditanstalt 

für   Wiederaufbau)      

Prospective        

IBRD 
United   States 
W.   Germany 
Japan        

Community     facilities     and 
social   welfare     

France      
Degrcmont   (Supplier's   Cre- 

dit)         

Public   health prospective   .. 

F.dtication        

IBRD   (Prospective)     

Ini     h.ill 

)•)..( ru.: I'n.i 

1.39 

1.19 

I VIM» 

| s IMI 

330.97 5X1.74 

207.47 348.05 
29.3! 133.12 
94.19 73.12 

27.45 

115.00 

35.00 

80.(10 

91 00 

2.00 
35(H) 
54.00 

12.00 

12.00 

91.00 

91.00 

T.'lai 
I i',l 
l'Iti < 

I 39 98.10 

'.,,.,11,1     I, all 

399.50 

10.00 

100(1 

602.80 

1.39 

25.00 

15.00 

37.01 5 86 
— 336.00 

61.09 40.42 
— 17.22 

211  12 

4.37 
168(H) 

10.12 
4893 

final 
I'll, I 
l'Ila, 

729.02 

47.24 
504.00 

111.63 
66.15 

730.41 

48.63 
504.00 

111.63 
66.15 

I 51.00 78.50 229.50       254 50 

10.00 

1,515.51 

98 50 26(H) 

I I 
52.50 |       52 5(1   J 

124.50 

15(H) 

134.50 

244.58 800.10 
90.30        252.73 

100.80 268.11 

157.84 

9.28 

185.29 

9.28 

9.00 

5.00 

4.00 

215 .(H) 

551.99 

197.59 

82.77 

85.09 

89.31 
97.2.3 

97.23 

473.40 

3(H).38 

35.70 

110.14 

105.00       105.00 

962.51     2,478.02 

233.29     1,033.39 
— 252.73 

82.77       350.88 

2.80 

88.26 
173.62 

— 87.89 

2.3.18 
86.96 

1 
173.62 )        86.96 [ 

200.75 
357.81 

357.81 

273.18 

210.03 
357.81 

357.81 

677.10 863 10    2.013.60    2.228.60 

37.00 37.00 
35.00 — — — — 35.00 

139.00 63.00 — .._ 63.00 202.00 
  96.70 72.37 224.97 394.04 394.04 
— 97.10 344.93 418.13 860.16 860.16 

4.00 195.60 24.30 12.50 232.40 236.40 

— 21.00 235.50 207.50 464.00 464.00 

21 
1      100.00 

.00 J — 
150.00 |     271.01 00       271.00 

57.50 
78.00 

57.50       115.00       115.00 
— 78.00 78.00 

339.00 

339.00 

442.00 

442.00 

407.25 

407.25 

68.00 

68.00 

475.25       917.25 

—        475.25      917.25 

— 69.64 75.42       145.06       145.06 

69.64 75.42       145.06       145.06 

122.50 

122.50 

310.10      43260      432.60 

310.10 432.60       432.60 
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¡»lui          472.97        763.74 962.19 

Prospective   loans     —   
I xisting   loans     

rotai    development   expendi- 
tures          

Siuin-e:    The National  Economic  Development  Hoard 

2.198.90     1,681.74      I.7I.V62     1,590.18      4.987.54     7, 
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186.44 

1.561.51 76114 691 "V       Vlir 92     S,12682 
118 21 954 .18 896 91       | .<>(>•> 62      K969 62 

I 1.677 20.3011 

committee is to make recommendations from time to 
lime to the Council of Ministers regarding the appro- 
priate ceiling of foreign debt service payments of the 
country. The suh-committcc also screens proposals 
for foreign loans submitted by various government 
administrative agencies and enterprises, with respect 
lo priority, sources and terms of loans, before recom- 
mending them for inclusion in the National Economic 
Development Plan. The ceiling of the external debt 
service payments was originally fixed at 4 to 5 per cent 
of the country's estimated gross foreign exchange 
earnings from the exports of goods and services. In 
view of the recent improvement in the payments posi- 
tion and the need to quicken the pace of economic 
growth, the ceiling has been raised since 1964 to 
7 per cent. 

TAIILL   17     FOREIGN EXCHANGE I MININGS AND EXIERNAI 

PUBIIC DEBT SERVICING. 1959-1965 

(million baht) 

fu, •nat   ruNu debt 
Fi.rnv» uf   ¡'.lament' 1» (SI a¡ 

1 ulrnjur ftt hangr rrrtrnuge 
rarmnni a 7'..M/ „1 I '1 

II) 12) it) (4) Ml IK) 

1959 8.222.5 284.0 42.9 326.9 3.97 
I960 9,441.2 318.7 54 0 372.7 3.95 
1961 11,076.4 274.6 96.2 370.8 3.35 
1962 10.838.4 235.6 136.3 371.9 3.43 
1963 11,161.0 236.9 144.1 381.0 3.41 
1964 14.038.8 343.0 172.6 515.6 3.67 
1965" 15,257.9 391.9 206.0 597.9 3.92 

N.B. a Receipts from exports of goods and services, ex- 
cept investment income receipts. 

h Covering the Government's own debts and other 
debts bearing government guarantee as to repay- 
ments or foreign exchange convertibility. 

•  Preliminary figures. 
Source:   Bank of Thailand. 

As the capacity of a country to service foreign 
loans depends chiefly on its capacity to increase 
exports, a Committee for the Promotion of Exports 
was also set up under the Prime Minister's Office. 

g.  Measure« token to encourage (oint ventures 
between domestic «no! foreign entrepreneur* 

At present, there is no specific measure adopted 
by the Government to encourage joint ventures between 
domestic and overseas entrepreneurs. However, under 
section 17 of the Promotion of Industrial Investment 
Act (1962), the Board of Investment has the power 
to call for a joint venture in any type of investment 

it may deem lit. Prom table 18 it will be seen that 
the extent of foreign participation in investments under 
the industrial promotion laws enacted since l'»5,x is 
significant. 

In this connexion, it musi he mentioned thai one 
of the objects of the Industrial hnance Corporation 
of Thailand is to encourage the participation of private 
capital, both internal and external, in industrial enter- 
prises. In its policy statement of 2.3. December 196.3, 
the Corporation declared its intention to make use 
of the entire range of forms of investment, particu- 
larly equity financing: the Corporation, it was an- 
nounced, will provide such equity to the extent con- 
sistent with sound financial practice. 

h.   Policy  regarding  public ownership in certain 
lectors 

Under the Industrial Promotion Act of 1954, 
the Ministry of Industry issued a Notification (dated 
21 October 1955) stating that it is the policy of 
the Government to support free enterprise for bo'.h 
Thai and foreign nationals and that in no circum- 
stances would the Government nationalize private- 
industrial enterprises. This declaration of intent has 
been reaffirmed in later legislation. Section IS of 
the Promotion of Industrial Investment Act, U.E. 2505 
(1962), reads: 

"A promoted person shall receive the following 
guarantees: 

( I ) the  State  will not engage  in  any  new  in- 
dustrial activity in competition with that of 
the promoted person; 

(2) the  State  will not nationalize  any  private 
industrial activity." 

However, according to the Act on the Control 
of Business Activities Affecting Public Security or 
Welfare, B.E. 2471 (1928). as amended, and other 
laws and regulations, there arc certain activities which 
are reserved for the State only or which require prior 
approval by and special agreement with the Govern- 
ment. These activities arc listed below, 

(a) Enterprises reserved for the State: 
( 1 ) production of arms and military wea- 

pons including ammunitions and explo- 
sives, but excluding fireworks, 

(2) production of cigarettes, 
(3) railways, 
(4) ports, 
(5) domestic civil aviation. 
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TABI I 18      I ISI   OF   PROMOTED  INIH1STRIFS  POR  WHICH  PROMOTION rlRIIIKMIS   HWI RI IN  issili).   1957-1965 

Vrjf   m   „Imi, \itmbrr   nf 
*<•» 

.   . ,-,/   ,.,   ,-jl   il:,lii 

i../i,,/ / •,<.    i .•• '   ,,                       , ,,hlil,mr„u />-...,, ...,< r.iirijn Tnlnl 

1957 1 Stijui 1 228.000.000 228,000,000 
2. < hem KM 1   ( .tinnì) 1 3.77il,ooo 3,770000 

1959 1 Pharmaceuticals 2 8.750.00(1 I4.2SO.OOO 2 3,000.000 
2 Sugar 2 4I.7()0.0()() 100.000 42.000.000 
1 Gourmet   ( seasoning 1   powder 2 18.750.000 26.250.0(H) 45.000.000 
4. Weaving  and  Spinning 7 30.180.000 1 1 620.000 45.000,000 
V Tin  plate 1.000.000 1.000.000 
h Galvanized   iron  shed 5.100.000 4.900 000 10.000.000 
n 

Wood  parquet  flooring 1.000.000 -  - 1.000,000 
8. Rubber products 1.200 2.998.800 1000.000 
9. Tin  and  petrol  drums 4.500.000 500.000 5.000.000 

III. Aluminium products 3,000.000 3 000,000 
11. Diy  cell   batteries 9.000,000 1 1.''00.000 22.600.000 
12. Chemical   (sulphuric  acid) 12.000.000 12.000,000 

IV Fishing   net 8.000,00(1 8.000,000 
14 Edible  milk 3.000.000 -- 3.000.000 
IV Ceramics 6.000.000 6.000.000 

1960 1. Pharmaceutic.ils 4.927.000 5.127.000 10.054,000 
2. Sugar 157.665,850 6.834.150 164,500,000 
.V Weaving  and  spinning 22.719,500 I5.780,500 18,500,000 
4. Galvanized iron sheet 3,298,500 4.201,500 7,500,000 
5. Timber impregnating 2.000.000 — 2,0(M).0()() 
fi. Shaving-board 30.000,000 — 30.000,000 
7. Rubber   products 2.100.000 900.0(H) 3.(HK).(H)0 
H. Dry cell batteries 500 399.500 400.000 
9. Edible  milk 3.000.000 12.000.0(H) 15.000.000 

IO. Kdible flour 9,321.043 19.500.000 28.821,041 
Il Cement 144,584,000 7.416,000 152.000,000 
12. Motor car  and  tractor  assembling 25.040,000 1,960,000 2 7.0(H) .000 
n. Gypsum 2.000,000 2.1)00,000 
14. Nails 1 1.000,000 _- 11.000,000 
IV Coconut   fibre 2.400,000 3.600.000 6.000,000 
16. Cold  storage 5.000.000 — 5.000,000 
17. Glass products 2.100.0(H) 1.900 000 6.000.000 
18. Hotel 30,000.000 10.000,000 
19. Gunny bajis 40,000,000 40,000,000 
20. Printing ink 1,700.000 1.700 000 3.400.000 

1961 1. Weaving, spinning. 
bleaching and dyeing 8.9M1.50O 14 419.500 23,400,000 

2 'I in plate 5.000,000 5 (HWI.0O0 
1. Wood parquet Mooring — - — 
4 Aluminium   products 17.590.000 298,000 I7.888,(MHI 
V Dry cell batteries 3.200.000 4.80<),(HM) 8.000,000 
6. Chemicals   (hydrochloric acid) — — — 
1. Edible flour 15,000,000 15,800.000 30,800,000 
8. Cement 19.862.000 1 38.000 20.000.0(H) 
9. Ceramics .3.000,000 — 3.000,000 

II). Motor cai  assembling 5,070,000 — 5,070.000 
II. Metal rolling mill, and iron 

transfiguring such as bolls 
and  nuts  and  nails 4 7.410.0(H) .590.000 8,000,000 

12. Motor car spare parts 1 2.500.000 — 2.500,000 
13. Glass   products 1 3,000,000 — 3,000,000 
14. Hotels 3 I0,000,(HM) — 10,000,000 
15. Zip  fasteners 2 8,230,000 1,770.(HH) 10.000.000 
16. Electric appliances and electric bulbs 2 2.004,000 9.996,000 12,000.000 
17. Plantation oil 1 4,250,000 750.000 5,000,000 
18. Slaughter  house 1 50,000,000   50,000,000 
19. Oil   refinery 1 10,000,000 — 10.000,000 
20. Pearl  oyster   culture 1 1,400,000 600,000 2,000,000 
21. Tea 1 1,200,000 800,000 2,000,000 
22. Deep sea fishery 1 1,000,000 — 1.000,000 

1. Gourmet   (seasoning)   powder 1 9.0(H),(MH) 6.000.0(H) 15,000,000 
2 Weaving, spinning, 

bleaching and dyeing 3 800.0(H) 800,000 1,600,000 
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1963 

3. Galvanized iron sheet 
4. Wood curing 
5. Dry cell  batteries 
6. Fishing net 
7. Edible milk 
«. Edible flour 
9.    Cement 

It).     Ceramics 
11. Motor car and tractor assembling 
12. Steel  making  and  iron  transfiguring 
13. Motor car spare parts 
14. Cold   storage 
15. Hotels 
16. Gunny bags 
17. Electric  accessories, 

Electric cable and wire 
and television sets 

Plantation oil 
Oil  refinery 
Agricultural tools 
Rope 
Rattan and bamboo products 
Feather selecting and cleaning 
Paper 
Carbon   dioxide 
Plastic pipe 
Agricultural products curing 
Sewing machine assembling 
Buttons 
Spectacle lenses 

Weaving, spinning. 
bleaching and dyeing 
Galvanized iron sheet 
Wood  parquet  flooring 
and wood curing 
Reclaimed rubber 
Motor car tyres and tubes 
Aluminium  products 
Storage batteries 
Edible milk 
Ceramics 
Motor car  and  tractor  assembling 
Antimony  smelting 
Tin smelting 
Steel making, metal 
rolling mill and iron 
transfiguring such  as 
bolts and nuts 
motor car spare parts 
Coconut fibre 
Cold  storage 
Glass products  (sheet  glass) 
Hotels 
Zip  fasteners 
Electric applicances, 
motors and  radio parts 
Paints 
Plantation oil 
Pearl oyster culture 
Rattan  and  bamboo products 
Plastic pipe, asbestos- 
cement pipe, iron and 
galvanized  iron pipe 
Chemical fertilizers 
Food canning 
Gramophone records 
Synthetic fibre 

18. 
19. 
20. 
21. 
22 
23. 
24. 
25. 
26. 
27. 
28. 
29. 
30. 

2. 
3. 

4. 
5. 
6. 
7. 
8. 
9. 

10. 
II. 
12. 
13 

14. 
15. 
16. 
17. 
18. 
19. 
20. 

21. 
22. 
23. 
24. 
25. 

26. 
27. 
28. 
29. 

12 
I 

4 
1 

5.100.000 4.900.000 10.000.000 
5000.000 — 5000.000 

4.0(M).0(H) 6.000,000 10.000.0(H) 
i < 200.000 I1» xoo.ooo n.uoo.ooo 

VH) V4VJ.700 vnn.ooo 
96.876.000 11.124.000 108.(100.000 

— 27.530.000 27.5 30.000 
3.000.01)0 2.000.000 5.000,000 
1.450.000 550.000 2.000.000 

900.000 100.000 1 ooo.ooo 
26.000,000 26.000.000 
20.000,000 20000.000 

I7.2I4.7VI Il 785 2 50 > 2 000.000 
750.000 750.0(H) 

7.650.000 7."0.0<H> 15,000.000 
2.000.000 — 2.000.000 
1.200,000 — - 1.200.000 

«00.000 7(10.000 1.500.000 
50.200 94 9. HIM) 1 OOO.OOO 

12.000.000 .._ I2.(MH),000 
960,000 40.000 1.00(1 11(10 

II.000,000 — 1 I.OOO.OO'I 
7.200.000 •1.800.000 I2.0()0.(H)0 

1.000 4.999.000 5.000.0(H) 
500.000 -- 500.000 

2.40O.OOO ll)O.(HH) 2.500(100 

20.854.2(H) 37.373.(H)0 58.227.200 
420.000 980.0(H) I.400.IHH) 

7.295.000 205000 7.500.000 
1.200.000 800.000 2.000.0(H) 
8.000.000 12.000.000 20,000.(HH) 

100,000 1.400.000 I.51HI.000 
1.450.0(H) 3.550.0(H) 5,000,(H)0 

1 3.(NM),000 1 3.000.000 26,000,000 
5,0(M),000 5.000.0(H) 10.000,000 
5,000,000 — 5.000,000 

500,000 — 5(M),000 
5.215.000 12.785.000 18.000,000 

1964 1. Pharmaceuticals 
2. Sugar 
3. Weaving, spinning, 

bleaching and dyeing II 

31.600.000 
3,500.000 

3.000.0(H) 
6,000,000 

23.239.8(H) 
1,325,000 

12,178,000 
900,000 

2,000,000 
1,020,(H)0 

400,000 

48,600,000 
120,000,000 

6.955,000 
3,000,000 
3,200,000 

1,200,000 
1.000.0(H) 

30,700,000 

22.400.000 
3,5()0,0(H) 

6.000,0(H) 
2.360,200 
1,175,000 

2,447,000 
9,500.0(H) 

980,(HH) 
1,000,000 

23,400,000 

5,545,000 

28,800,000 

10.800,000 
I.IHMI.IMH) 

62,300,000 

54,000,000 
7,000,000 

3,000,000 
12,000,000 
25,600,000 
2,500,000 

14,625,000 
10,400,000 
2,000,000 
2,000,000 
1,4(H),(HH) 

72,000,000 
120,000,000 
12,500,000 
3,000,0<H) 

32,000,000 

12,000,000 
2,(MM),(HH) 

93,000,000 
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4. 
V 
6 

Galvanized  iron  and barbed wire 
Dry cell batteries 
Chemicals  (caustic  soda. 

1 
1 

3.500,000 
- 

3.500.000 

hydrochloric   and   nitric  acids) 4 12,300,000 18.700.000 3 I.I MM M 10(1 

7. Edible Hour i 5.935.900 4,064. KM) 10.000 0011 
8. Cement 2 — — — 
9. Motor car assembling 3 10.045,000 1 l,845.«M) 2 1.890.« Ill 

IO. Steel making and  metal 
rolling mills 4 21.884,000 52.1 16.000 /4.«)(),«>0 

II. Motor car spare parts 2 500.000 2,240.«M) 2.740.000 

12. Hotels 13 83.686.667 32,313.333 116,000.000 

13. Electric appliances, 
electric bulbs and 
electric cable and wire 4 11.200,000 8,800.0«) 2<).<)«>,«)0 

14. Plantation oil 1 1.530.0«) 1,470.0«) 3.000,000 

15. Rope 1 1,275,000 1.225.0«) 2,500,000 

16. International sea transportation 2 2.280.000 220.0«) 2.500.««) 
17. Iron  and   galvanized  iron  pipe 1 5.0W),0«) 15,0000«) 20,(M«).0()0 

18. Motors   and   mechanical   tools 2 7.275.000 5,225,0«) 12.5«),00O 

19. Stone quarry 1 39.015.000 14,985.000 54.000.000 

2(1. Bicycle  tyres  and   tubes 1 2.400.000 1.600,0«) 4,000.000 

21. Bicycles 1 9,997,000 3.(MM) 10.000.000 

22. Motor cycles 1 3,000.000 — 3,000,000 
2V Plastic powder 1 7,150.000 5,850.000 13,000,000 

1965 1. Weaving, spinning, 
bleaching and dyeing 7 20.820.«H) 22,180,000 43,000,000 

2, Hotels 8 32,700,000 3,800,000 36,500,«)0 

3. Steel making and metal 
rolling mill, iron 
transfiguring such as bolts 
and nuts and nails 7 20,6160«) 7.384.«M) 28,«M),«)0 

4. Radio parts and sets 3 9.000.000 — 9,«M),«)0 

5. Motor car  and   tractor  assembling 1 1().000,«M) — 10,000,000 

6. Wood parquet  flooring 
and wood curing 5 3.780,0«) 1,120.0«) 4,9«),0«) 

7. Edible flour 2 6,8W),000 — 6,8«),«)0 

8. Calcium carbide 2 4,750,0«) 3,250,000 8.«)0.«M) 

9. Cold storage 3 9,100,0«) 1,900.0«) 11 .(M)O.OOO 

IO. Ceramics 4 3.260,«K) 2,340,«M) 5,600000 

II. Pharmaceuticals 1 3,0«),«)O 9,000,000 12,000000 

12. Plantation oil 3 9.550,0«) 15,450,000 25,000,000 

13. Rubber products 690,0«) 510,000 1,200,000 

14. Coconut fibre 150,0«) 350,000 500.0(H) 

15. Bicycle   tyres   and   tubes 2,«J0,W)0 — 2,000,0«) 

16. Tea 510.000 490.000 1,000.000 

17. Carbon dioxide — — — 
18. Stone quarry 1.000.0(H) — 1,000,0«> 
19. Artificial  leather T 6,900,0«) 6,I00,«)0 13,«K),O0O 

20. Paint 2 2.250.000 2,750,000 5,000,000 

21. Motor cycles 1 6,000,000 14,000,000 20,000,000 

22. Cotton or synthetic fibre products 3 
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4,250,400 949,600 5,200,000 

Total 2,063,478,310 862,226,933 2.925,705.243 

Source:   Office of the Board of Investment. 

(b) Enterprises in which investors are required 
to enter into agreements with the Govern- 
ment: 
(1) production of alcoholic beverages and 

beer, 
(2) passenger transportation, 
(3) electric power, 
(4) water supply, 
(5) telegraph, 
(6) telephone, 
(7) mineral prospecting, mining and quar- 

ry' j, 

(8) oil prospecting, extracting and refining, 
(9) forestry, 

(10) banking, 
(11) insurances, including life insurance. 

With   respect   to   industrial   activities   already 
operated by the State previous to the enactment of 
the Promotion of Industries Act of 1954, the Minis- 
try of Industry Notification (dated 13 January 1958) 
stated that, if and when any state-owned industrial 
enterprises could be taken over by Thai nationals, 
the State would sell the share capital of these enter- 
prises to them.    At present, a State Organizational 

L 
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\ctivity Advisory Group set up by the Prime Minister1 

is in charge of making recommendations as to whe- 
ther any state enterprises should be dissolved or 
transferred to the private sector, or should continue to 
K'ceivc aids from the Government. 

i.    Remittance! of profit, dividends and foreign 
capital 

Under the Promotion of Industrial Investment 
Act. BE. 2505 (1962). section 19 (5) the following 
lights of a promoted person regarding remittance 
abroad of foreign  currencies are stipulated: 

The "taking out or remitting abroad of money 
in foreign currency will be permitted if it represents 
ui\estment capital derived by the promoted person 
I rom a foreign country, foreign loan, profit derived 
horn such investment capital, interest on foreign loan, 
or obligations assumed by the promoted person under 
a contract relating to rights and services necessary to 
the industrial activity, provided, however, that during 
any period when the balance of payments of foreign 
currency may be such as to require preservation of 
foteign currency reserves to a reasonable amount, 
the Bank of Thailand may for that purpose require 
that the taking out or remitting abroad of such money 
be suspended or restricted temporarily." 

As administrator of the Exchange Control Rcgu 
Iations, the Bank of Thailand issued a Communique 
>ii 17 July 1959, to the following effect: 

( 1 ) For the benefits of investors, the Bank of 
i hailand shall maintain a Special Register in which all 
amounts of foreign exchange remitted or brought 
into Thailand by investors, either as capital or as a 
loan for use in the establishment or expansion of 
industrial enterprises,  are recorded. 

( 2 ) When an investor wishes to remit overseas 
any dividends, profits or interest gained from funds 
or to repatriate any amount of capital or principal 
recorded in this Special Register, the Exchange Con- 
trol Office shall be prepared to approve the following 
transfers: 

(a) transfers of profits or dividends after de- 
duction of income and other taxes and after 
appropriation of reserves; 

(b) transfers of 50 per cent of the estimated 
net profit for the first six months of the fiscal 
year of each relative enterprise; 

(c) ttansfers of funds in payment of interest 
or principal in accordance with a con- 
tract: 

(d) transfers of capital invested, upon liquida- 
tion of the enterprise in which the capital 
had been invested or upon submission of 
proof that such enterprise no longer re- 
quired the use of the amount of capital to 
be repatriated. 

1 Under the Prime Minister Office Directive No. 299/ 
-'08, Re: Appointment of the State Organizational Activity 
Advisory Group, dated   31   December   1964. 

In case of transfers of large amounts, such 
transfers may be permiited in instalments so as to 
prevent any undue fluctuations of the exchange 
rates. 

Investments are classified into two groups as 
follows: 

(i)  Investments  in  industrial  caiivities 
(a) such industrial activities which arc entitled 

to receive benefits under the Promotion of 
Industrial Investment Act. BE. 2505; 

(b) other industrial activities. 
(ii)  Investments in oilier activities 
Capital brought in for activities under (i) (a) 

will be recorded in the Special Register; the Bank 
of Thailand is under the obligation to grant the 
repatriation of capital fund and the remittance of 
profits arising therefrom when such remittance is 
due. As for investment under group (i) (b) und 
(ii), approval from the Exchange Control Officer 
should be obtained before capital is brought into the 
country. However, this is not an exchange control 
requirement, although such prior approval will very 
much facilitate the subsequent repatriation of prin- 
cipal and remittance of interest on foreign loan as 
well as profits. 

(3) Procedures regarding the importation and 
repatriation of capital: 

(a) Foreign currency. There is no restriction 
as to the type of currency brought in; however, it 
must be sold to the authorized agent within seven 
days of importation by submitting an application Form 
E.C. 71 (application to receive remittance from 
abroad). The applicant has to state explicitly in 
the form the purpose for which the fund is to be 
put to use If the fund is to be invested in the 
promoted or approved industrial activities, it will be 
recorded in  the Special Register. 

Requests for the repatriation of such capital 
will be considered by the Exchange Control Officer 
according to the criteria as laid down in the Bank's 
Communique. 

(b) Machinery or other materials. The importa- 
tion of machinery and other materials as investment 
capital can be made either after or before receiving 
approval from the Bank of Thailand. The importer 
has to submit Form E.C. 21 accompanied by ship- 
ping documents, contract and the memorandum. 

Machinery and materials imported will be valued 
according to their invoices. 

Machinery and materials for investment can 
also be imported on a long-term deferred payment 
basis, but prior approval has to be obtained for pay- 
ments made in instalments or on a deferred payment 
basis. 

(c) Loans. The Exchange Control Officer shall 
not record in the Special Register funds which have 
been brought in without prior approval from the 
Bank of Thailand, whether for the establishment or 
the expansion of business activities — industrial or 
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otherwise. Requests for the repatriation of such 
funds will be consideied in the light of the foreign 
exchange position of the country at that time. How- 
ever, in the case where prior approval from the 
Exchange Conimi Ofliccr iias been granted, applica- 
tion for repatriation will be greatly expedited, since 
the Bank of Thailand considers itself as virtually 
hound  by   the  prior  approval. 

(4) Importation of capital for the purchase of 
'hares, debentures and bonds or for depositing in 
hank accounts as investments can be made freely 
and the Exchange Control Officer will give his sym- 
pathetic consideration when repatriation of such fund 
is requested. 

A.   Pun liase of Thai Government bonds 
( I )  Importation of capital for this purpose 

requires  prior  approval  from  the Ex- 
change Control Officer. 

(2)   Repatriation. 
(a) interest is exempted from taxa- 

tion and can be remitted when 
it  is  due. 

(b) principal can be repatriated after 
redemption. 

I).   l'un liase of shares and debentures 
( I )  Importation   of   capital   for   this   pur- 

pose requires prior approval from the 
Exchange Control Officer. 

( 2 )  Repatriation. 
(a) Dividends: Remittance can be 

made after deduction of expenses 
and taxes. 

(b) Shares: Repatriation is allowed 
with evidence proving that the 
shares have been sold or the 
enterprise has been liquidated. 

C. Deposits in bank accounts. The baht pro- 
ceeds from the sale of foreign currency brought in 
lo the authorized agent must be deposited into the 
bank account. This account will be regarded as 
"Transferable non-resident account". Remittance 
abroad of profits arising from such deposit requires 
prior approval of the Exchange Control Officer. 

In order that there shall be no adverse effect 
from the capital movement on the domestic money 
market, the Exchange Control Authorities reserve 
their right to grant approvals. In the case of non- 
industrial investment a maximum amount of one 
million American dollars is allowed for a single in- 
ward remittance 

(5) Remittance abroad of the interest, dividend 
and profits of foreign branch offices. 

Approval will be granted under the following 
eonditions: 

(a) Interest: With supporting documents show- 
ing that the interest rate is in accordance with terms 
and conditions prescribed in the loan contract. 

(b) Dividend: With supporting documents 
showing that such dividend is legal. 

(c) Profits of foreign branch offices: With ac- 
counting and other documents showing that taxes haw 
been duly paid. 

(6) Transfer of capital after liquidation of en- 
terprises: The Exchange Control Officer will gram 
approval upon submission of the accounting and othei 
documents showing that liabilities and legal obligations 
have been settled. 

Remittances abroad of royalties and patent fees 
arising from investments or other business activities 
arc regarded as current transactions and arc permitted 
freely under the Exchange Control Law. 

j.   Areas of industrial activity open  to overseas 
investors 

Generally speaking, overseas investors arc wel- 
come to participate in all areas of industrial activity, 
within as well as outside to sphere of promotional 
measures of the Promotion of Industrial Investment 
Act. Exceptions to this are only a few industries 
mentioned in section (h) as reserved for the State, 
and three small ones declared by Royal Decree Speci- 
fying Vocations and Professions Reserved for Thai 
Nationals of 1949, namely, the making or moulding 
of Buddha images, manufacturing of lacqucr-warc and 
manufacturing of niello-ware. 

Apart from the abovementioned exceptions, there 
is no other regulation prohibiting or limiting owner- 
ship or control in industrial enterprises by foreign in- 
vestors. Though, in the case of industries eligible for 
promotion, the provisions of section 17 of the Pro- 
motion of Industrial Investment Act of 1962 specifics 
that "in issuing a promotion certificate granting rights 
and benefits under this Act, the Board of Investment 
shall have the authority to impose such conditions as 
it may deem necessary governing the exercise of such 
rights and benefits", this should not, however, be 
construed as allowing for the prohibition or limitation 
of ownership. In some special industries, such as in 
the case of the oil refining industry undertaken by the 
Thai Oil Refinery Company Limited, special conditions 
were stipulated in the promotion certificate; because 
in this case the investors agreed, under the contract 
signed with the Government, to transfer the owner- 
ship of the refinery to the Government free of charge 
after operating it for ten years. 

k.   Steps taken to encourage foreign  investment 
in the country 

After the Second World War, the Government 
became increasingly aware of the urgent need u» 
strengthen the industrial sector of the economy. 
While it confines itself mostly to providing basic faci- 
lities that will lead to the establishment of more 
industries, the Government also provides incentives 
and creates the necessary climate for prospective in- 
vestors, both domestic and foreign. The following 
measures were adopted by the Government aiming 
at encouraging industrial investments, especially from 
abroad. 

i 
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1.    Industrial investment promotion laws 

In order to attract foreign investment into Thai- 
land, the Government introduced the first investment 
law called the "Act on the Promotion of Industries 
H.H. 2497 (1954)". This Act was subsequently 
K|valed twice, the last time in 1962 (see also page 
Mi). The industrial promotion laws which are in 
lotee at present are the Promotion of Industrial In- 
vestment Act, B.E. 25U5 (1962) and the Promotion 
of Industrial Investment (No. 2) Act, B.E. 2508 
(1965). Details of these Acts have already been 
liven in chapter III and will be further discussed in 
chapter VI. 

2.    Investment opportunity surveys- 

As a result of an agreement between the Govern- 
ment of Thailand and the United States Government, 
lour industry feasibility surveys in Thailand were 
carried out by a group of consultants from Ebasco 
Service Incorporated in 1962. (Details of these sur- 
veys have already been discussed in chapter II and, 
therefore, will not be repeated here. However, it must 
be mentioned that the aim of these surveys was to 
develop a series of investment feasibility prospectuses 
which can be used by the Government to promote 
industrial development in the private sector.) 

3.    The establishment of industrial estates 

One obstacle to industrialization in Thailand is 
i he relatively high price of land in the metropolitan 
areas of Bangkok and Thonburi. In order to provide 
¡ikiustries, small, medium as well as large, with 
•aiitable and reasonably priced land complete with 
necessary services and facilities, the establishment of 
industrial estates near and around Bangkok and Thon- 
Imri and in other important towns is, therefore, 
planned by the Thai Government. For the Bangkok 
and Thonburi area, where a large industrial estate is 
required, a feasibility survey agreement, authorized by 
i lie Thai Government, was signed by the Ministry 
"! Industry with the International Development and 
I ngineering Associates, an American company, in 
ll»63. A feasibility survey report was submitted some 
¡mie ago by this Company to the Thai Government. 
l! is expected that a decision on the recommenda- 
tions contained in the report will be made in the very 
near future. In addition, a working group constituted 
hy the Ministry of Industry in 1964 has not very 
long ago completed its study of how best to utilize the 
large piece of land, about 1,000 acres, situated about 
•I" kilometres north of Bangkok, which the Ministry 
has previously acquired, to provide factory space for 
ex.sting industries as well as new ones. The recom- 
mendations made by the working group in its re- 
port to the Ministry of Industry have now been ap- 
proved by the Government, and when funds for their 
implementation are available these recommendations 
will be put into effect by the Ministry of Industry. 

301 

It is contemplated that within the next decade 
several industrial estates in different locations of the 
country will be set up. 

4. Bilateral agreements on double taxation belief 

As one of the measures to attract foreign capital, 
the Government of Thailand has sought to reacli 
agreements with foreign countries on the'avoidanee or 
relief of double taxation. The first such agreement 
was signed between Thailand and Sweden on 24 Octo- 
ber 1961, becoming effective on 18 January 1962. 
On 1 March 1963, a similar agreement was signed 
between Thailand and Japan, becoming effective on 
24 July of the same year. Another agreement was 
concluded between Thailand and Norway on 9 
January 1964 and came into force on 31 December 
1964. A similar agreement was signed between 
Thailand and Denmark in Bangkok on 14 April 
1965 and became effective on 23 December 1965. 
In March 1964, an agreement between the Thai Gov- 
ernment and the United Slates Government on the 
same subject was also signed. 

5.    Investment guaranty 

In 1954 and in 1957 agreements were concluded, 
by the exchange of notes, between Thailand and the 
United States Government, in which the latter is to 
offer to new American investments in Thailand in- 
surance protection against the risk of inability to 
convert foreign currency receipts into American dollars 
and against the risk of loss through confiscation or 
expropriation or war. On the 22 December 1965, 
a further agreement was concluded, also by the ex- 
change of notes, between Thailand and the United 
States of America extending the scope of the invest- 
ment guaranties which may be issued by the Govern- 
ment of the United States of America for American 
investments in activities in Thailand to now include 
also guaranties against loss due to revolution or in- 
surrection, as well as loss of an investment from any 
risk including normal business risks other than fraud 
or misconduct for which the investor is responsible 
and other than normal insurable risks such as fire and 
theft. 

In December 1961, a treaty was signed between 
the Federal Republic of Germany and the Kingdom 
of Thailand relating to the promotion and reciprocal 
protection of investments. This treaty was subse- 
quently ratified in March 1965, and will take effect 
thirty days after the ratification. The treaty deals 
with such matters as expropriation, losses due to war 
or revolution and the transfer of capital. 

I.   Measures and regulations affecting the import 
of technical know-how 

A communique issued on 17 July 1959 by the 
Bank of Thailand as administrator of the Exchange 
Control Regulations states that: 

"Remittances abroad of royalties and patent fees 
arising from  investments oi  other business activities 
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are regarded as current transactions and are permitted 
freely under the Exchange Control Law." 

This regulation is siili in force, and the proce- 
dures announced in the communique and discussed 
in detail in section i) above must be followed. 

VI.    INSTITUTIONAL ARRANGEMENTS FOR 
INDUSTRIAL PROMOTION 

a.    Existing or planned industrial  promotion 
organisations 

In Thailand, at present there are four organiza- 
tions which have direct and substantial roles in the 
field of industrial promotion. They are the Ministry 
of Industry, the Board of Investment, the Industrial 
Finance Corporation of Thailand, and the Applied 
Scientific Research Corporation of  Thailand. 

1.    The Ministry of Industry 
This Ministiy was created in 1942, almost 

twenty-four years ago. At present, it is directly res- 
ponsible for developing and promoting industries in 
the country and planning and implementing small in- 
dustry development programmes. There are three 
organizations in the Ministry which play very impor- 
tant parts in the country's industrial development, 
namely, the Department of Industrial Promotion, the 
Department of Science, and the Thailand Management 
Development and Productivity Centre. 

(a) The Department of Industrial Promotion. 
This Department has the duty to promote and assist 
all types of industries, large, medium as well as 
small. However, since about 97 per cent of the in- 
dustries in the country at present are small-scale 
industries employing less than 50 persons, it has been 
decided that this Department should give more at- 
tention to them. Accordingly, the Department, with 
the assistance of an expert on small industries deve- 
lopment provided by the International Labour Organi- 
sation (ILO), has recently formulated and has 
already started implementing comprehensive develop- 
ment measures for assisting small industries. This 
comprehensive programme of assistance to small 
industries consists of: 

(i) The establishment of a Small-Industries 
Service Institute (SISI). The main functions of this 
Institute are to render technical extension and advisory 
services to small private entrepreneur-industrialists, to 
train managers and skilled workers of small industries, 
to develop prototypes of simple machinery and equip- 
ment and to undertake techno-cconomic surveys of 
provinces in Thailand to find out what industries 
could profitably be set up and would be economically 
viable. It is planned that the Institute will be located 
in Bangkok and will later on have extension centres 
throughout the country. In the initial stage (the first 
five years), however, the Institute will concentrate 
its efforts in providing extension and advisory services 
to light engineering and textile industries in Bangkok 
and Thonburi areas only. 

The Governing Council of the United Nations 
Special Fund in January 1965 approved a financial 
assistance amounting to US$915,000 for the establish- 
ment and initial operation of the planned Institute. 
The Thai Government's counterpart contribution will 
amount to the equivalent of US$1,287,000. The 
Special Fund will provide expert services, fellowships, 
and imported machinery and equipment for the In- 
stitute's workshops. On 25 March 1966, the plan of 
operation of the Institute was signed by the Minister 
of Industry and the representatives of the United 
Nations Special Fund and the International Labour 
Organisation which will act as the executing agency. 
A detailed work plan is now being actively prepared 
by officials of the Ministry of Industry with the assist- 
ance of an expert from the International Labour 
Organisation and it is expected that the Institute will 
become operational in 1967. 

To prepare for the establishment of this Institute, 
15 Thai graduates from local technical institutes were 
sent to India in July 1964, under the Colombo Plan 
fellowship grants and with the co-operation of the 
Government of India, for one to two years training 
in special subjects, namely, pattern making, foundry 
work, machine shop practice, forging and blacksmithy, 
heat treatment, electroplating, tool and die making. 
All of these trainees except one have already returned 
to Thailand and ten of them have been subsequently 
sent to Taiwan for further training for one year in 
their specialized fields under USOM/AID grants, 
together with two new graduates from technical in- 
stitutes who will be trained in machine shop practice 
under the same grants. Of the four trainees remain- 
ing in Bangkok, two will soon be sent under USOM/ 
AID grants to Taiwan for further training in electro- 
plating, and two will be sent to either Australia or 
England for further training in foundry work with the 
assistance of the International Labour Organisation. 
Eight more graduates from local technical institutes 
are now being selected for one year training 
in Taiwan, under USOM/AID grants, in forging, 
plastic moulding, sheet metal fabrication, non- 
ferrous foundry work, tool and die designing, 
textile chemistry and textile technology. At the same 
time, preparation is being made to send ten Thai 
university graduates, also under USOM/AID grants, 
to the United States of America for one to two years' 
training in industrial economics, industrial engineering, 
industrial design, electrical engineering and mechanical 
engineering. All these trainees on their return will 
be appointed technical staff of the Institute. In addi- 
tion, the Department of Industrial Promotion some 
time ago recruited two economists and one engineer 
to form a team to be trained to undertake techno- 
economic surveys in six provinces in the north-eastern 
region of the country, namely, Konkaen, Udorn, Ubol, 
Sakolnakorn, Roi-et and Mahasarakam. This field 
work is now in progress and reports on industry pos- 
sibilities for these provinces are expected to be 
available soon. 
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The Cotton and Silk Experimentation Unit, 
which was established in the Department of Indus- 
triel Promotion in 1962 has been providing valuable 
technical extension services to private entrepreneurs 
m textile industry, such as giving training courses on 
dyeing and jacquard weaving. When the Small In- 
dustries Service institute becomes operational, this 
Cotton and Silk Experimentation Unit will, in co- 
operation with the new Institute, continue to render 
training to small textile undertakings in improved 
methods and adaptation of fabric designs from ma- 
chine and hand looms. 

(ii) The provision of credit facilities for small 
industries. In order to make low-interest credit 
facilities available to industries, a government loan 
nf 10 million baht a year for the three years starting 
from the 1964 fiscal year has been made by the Thai 
Government for this special purpose to two local 
commercial banks, namely, the Agricultural Bank and 
the Provincial Bank,1 at the very low interest rate of 
3 per cent per annum. The banks will contribute 
another 10 million baht each year and then loan out 
the total of 20 million baht each year to deserving 
small industries at an interest rate of 9 per cent per 
annum. For the purpose of screening applications 
submitted by prospective borrowers to the banks, a 
loan Office for Small Industry Development was 
established in the Department of Industrial Promotion 
in March 1964. This Office makes a technical as- 
sessment of esch application and submits its recom- 
mendation concerning the application to a Loan Board 
for final decision. This Loan Board is composed of 
'he Director-General of the Department of Industrial 
Promotion as chairman, representatives of the Minis- 
try of Finance, the National Economic Development 
Board, and the Budget Bureau, and the managers of 
the two banks. 

The Government hopes that this pilot credit 
facilities project will enable local commercial banks to 
gain experience and confidence, so that similar credit 
facilities for small industries can be undertaken by 
the banks themselves without government participation 
in the future. 

(lii) The establishment of industrial estates. In 
order to provide industries, small, medium as well as 
large, with suitable and reasonably priced land 
complete with necessary services and facilitif., the 
establishment of industrial estates near and around 
Bangkok and Thonburi and in other important towns 
is planned by the Thai Government. For the Bangkok 
and Thonburi area, where a large industrial estate is 
urgently required, a feasibility survey agreement, au- 
dorized by the Thai Government, was signed by the 
Ministry of Industry with the International Develop- 
ment and Engineering Associates, an American com- 
pany, in 1963. A feasibility survey report was 
submitted by this Company to the Thai Government 

1 On 14 April 1966 these two banks were merged into 
one, the Krung Thai Bank. 
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some time ago and is now  being studied by compe- 
tent Thai officials. 

In addition, a working group constituted by the 
Ministry of Industry has not very lone ago completed 
its study of how best to utili/c the" large piece of 
land, about 1,000 acres, situated about 40 kilometres 
north of Bangkok, which the Ministry has previously 
acquired, to provide factory space for existing nidus 
tries as well as new ones, and has already submitted 
its findings and recommendations to the Ministry. 
The Thai Government has recently given its approval 
to these recommendations, and the Ministry is now 
waiting for funds to be made available for their im- 
plementation. In the meantime, the Ministry of In- 
dustry is sending a request to the United Nations 
Development Programme (UNDP) for high-level ex- 
perts to come and undertake pre-investment survey for 
the establishment of an industrial estate for small 
industries in Bangkok and Thonburi. 

It is contemplated that within the next decade- 
several industrial estales in different locations of the 
country will be set up. 

(iv) The creation of a small-industries marketing 
centre. Lack of proper marketing facilities is often 
a serious problem encountered by small industries. 
To maintain a reasonable and economical volume of 
production, an extensive marketing programme must 
be ensured, which, unfortunately, very often is beyond 
the reach of small industries. Therefore, in order to 
assist small industries in the marketing of their pro- 
ducts, a marketing organization is necessary. I he- 
Department of Industrial Promotion is at presen! 
actively studying a proposal made by an ILO expert 
on handicraft design and marketing, for the establish- 
ment of a Small Industries Marketing Centre. It is 
proposed that the functions of the Centre include the 
following: 

a) undertaking promotional campaigns includ- 
ing market research and creative services, 
su~h as preparing and publishing illustrated 
catalogues and pamphlets of products for 
wide distribution, with a view to speeding 
the flow of productions between manufac- 
turers and buyers for their mutual benefit. 

b) creating new product designs closely related 
to market requirements and production 
capabilities; 

c) assist'pg in aggressive selling, including 
realistic pricing and displaying of products; 

d) taking large orders for the products of 
small industries and handicrafts from cus- 
tomers in the country and abroad, and 
dividing these large orders among a number 
of small industry units, keeping in view the 
capacity of each unit; 

e) supplying, if required, raw material of the 
correct specifications, bought in bulk, to 
small industries, to meet the orders taken; 

f) inspecting  products during the  process  of 
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manufacture and on completion of manufac- 
ture, 

j! )     collecting. warehousing, and transporting the 
finished goods for delivery to customers, 

li) in the case of exports, assisting in the 
documentation, packing, shipping and ex- 
pediting. 

Apart from the above activities, the Department 
of Industrial Promotion in 1963 set up an Industrial 
Design Centre. The main function of this Centre is 
to serve as an institution for the design of traditional 
and contemporary handicraft and industrial products. 
Its staff of designers are graduates from Thai univer- 
sities who have received their post-graduate training in 
industrial and graphic design, supervised by an Inter- 
national Labour Organisation expert on handicraft 
design and marketing. These designers are now cap- 
able of developing new designs for products in ceramics, 
wood, lacquer, silver, bron/e, glass and plastics. Their 
services are available to local manufacturers without 
charge. In September 1964, the first Industrial 
Design Exhibition was organized by the Centre as a 
part of its activities. Seven industrial establishments 
participated in this Exhibition by sending some 70 new 
designs. The second Industrial Design Exhibition 
organized by the Department in September 1965 met 
with such a success that it has now been decided to 
organize this Exhibition every year in the future. 

The Department of Industrial Promotion has also 
paid much attention to the development and improve- 
ment of existing cottage industries. Groups of officers 
were sent up-country regularly to study the present 
production techniques of rural artisans and to assess 
market possibilities for different products made by 
them Improved production techniques are afterwards 
investigated with a view to increasing production, im- 
proving the quality of products and lowering their cost 
of production. Dp to now, five cottage industries, 
namely, pottery, blacksmithy, basketry, hand-made 
paper, and handloom weaving, have been studied in 
this way. Since the beginning of 1964, 14 locations in 
the north and north-eastern regions of the country 
have been selected by the Department for demonstrat- 
ing new and improved production techniques in the 
live selected industries to rural artisans. At this stage, 
it is premature to make an assessment of the impact 
made by these demonstrations; however, from the 
reports on the follow-up made by officials of the De- 
partment, there is an indication that the new techniques 
introduced are being adopted by the people concerned, 

(b) The Department of Science. The main 
function of this Department is to serve as a central 
scientific centre for the country and to maintain and 
operate a modern laboratory for chemical, physical 
and technical work. This Department analyses food- 
stuffs and beverages and controls food quality to 
ensure public safety. It assists the general public and 
private industries in technical matters, including 
making scientific analyses for them and giving them 
technical information and consulting services.    It co- 
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operates with the Department of Industrial Promotion 
in   analysing   and   certifying   domestically   produced 
goods with a  view to popularizing Thai goods both 
it home  and  abroad.    As a  part  of this work, the 
Department has started drawing up industrial stand- 
ards for locally manufactured goods.    One of them, 
namely, standards for flashlight batteries, has been in 
use for some  time and is now  undergoing revision. 
Other standards which are being prepared at present 
include those for soft-drink bottles with crown cork 
stopper,   wet   batteries,   round   steel   bars,   cans  for 
canned food, tin plate, canned food, fish sauce, sauce 
in   which   proteins   are   extracted    by   a   chemical 
process,   mono-sodium   glutamate,   table   salt,   lard 
rice-bran   oil,   drinking   water,   distilled   water   for 
industry,   citronella   oil,   gunny   bags,   electric   lamp 
bulbs,   electric   wire   and   cable,   and   PVC   pipe. 
Another   important  duty  of  this   Department   is  to 
conduct   scientific   research   and   technical   investiga- 
tions on the best utilization of the country's natural 
resources.    Until  the  beginning  of   1964,  this  De- 
partment was   the only government  organization  in 
the country to conduct practical industrial research. 
A number of industries are now making use of its 
results  and  findings.    Another   activity  of  this  De- 
partment   is   the   training   of   students   in   applied 
science,  especially  in  analytical  chemistry,  in  order 
to help satisfy the need of government agencies, fac- 
tories and  other  private organizations  for practical 
chemists.   Its Chemistty Institute created for this train- 
ing  purpose   is   now   academically   attached  to  the 
Chulalongkorn University and offers a diploma course 
in Practical Chemistry of three years' duration. 

(c) The Thailand Management Development 
and Productivity Centre (TMDPC). The Govern- 
ment of Thailand has long recognized the importance 
of improving the productivity of the fast-growing 
industrial sector of the country's economy. Not only 
can the gross national product be increased by new 
investment but, what is perhaps even more im- 
portant, existing investment in factories and produc- 
tion equipment can be used with greatly increased 
efficiency. With the over-all objective of raising the 
standard of living of the people through increased 
productivity, especially in industry, an agreement to 
establish the Thailand Management Development 
and Productivity Centre was signed by the Govern- 
ment of Thailand, the United Nations Special Fund 
and the International Labour Organisation (ILO) in 
January 1962. The objective of the Centre is to 
improve the utilization of all the resources used in 
industry and commerce including men, materials, 
machines and money. The establishment of the 
Centre was a continuation of the work carried out by 
the Ministry of Industry from 1957 to 1962 in con- 
nection with TWI supervisory training and produc- 
tivity, with the assistance of the International Labour 
Organisation under the United Nations Technical 
Assistance Programme. 
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The present agreement provides for United 
Nations Special Fund assistance to establish the 
Centre over a period of five years. The ILO, as 
the executing agency for the United Nations Special 
Fund, has provided a team of six experts to act 
as advisers in running training courses in various 
management subjects. After the Special Fund 
assistance period is completed, the work of the 
Centre wil continue with all activities conducted by 
the trained national staff. 

The Special Fund allocation for the Centre's 
first five years of operation amounts to US$588,900 
and the Thai Government's counterpart contribution 
lor the same period totals the equivalent of 
US$272,3000. 

The essential objective of the Centre is to raise 
the standard of management and productivity in 
Thailand by training all levels of management in the 
use of effective management methods and techni- 
ques; by carrying out short consultative assignments 
on specific problems; by providing information 
through publications, books and films; and by work- 
ing closely with other national and international 
organizations that can augment these efforts. The 
training given covers all aspects of management skills 
and techniques including production, marketing, 
finance, personnel and general management. An 
initial period of theoretical training at the Centre is 
followed by a longer period of practical project 
work which the participants undertake at their own 
nlacc of work. This consists of solving some real and 
specific problem under the guidance of the teaching 
staff of the Centre. Finally a short seminar is held at 
which the participants present their projects for general 
discussion and make plans for further practical applica- 
tion of the principles they have learned. 

2. The Board of Investment 
This Board was first created in April 1959 to 

render assistance to industrial entrepreneurs and 
investors under the provision of the Act on the 
Promotion of Industries, B.E. 2497 (1954). In 
February 1962, this Act was replaced by the Promo- 
tion of Industrial Investment Act, B.E. 2505 (1962) 
and the establishment of the Board of Investment 
was redefined in section 6 of the new Act, which 
has, in its turn, been amended by a later Act of 1965 
destined chiefly to streamline the Board's organiza- 
tional set-up and expedite its processing activity. 
Sections 6, 7 and 11 of the "Promotion of Industrial 
Investment Act B.E. 2505 (1962)" read as follows: 

"Section 6. There shall be a Board of Invest- 
ment which shall have the powers and duties relating 
to promotion of industrial investment as defined 
herein. It shall consist of the chairman and other 
members, not exceeding fourteen in number, who 
shall be appointed by the Cabinet. (The com- 
position of the Board has been notified by the 1965 
Act.) 

The Cabinet may appoint other persons, not 
exceeding seven in number, to be advisers of the Board. 

The Board may appoint any person to be its 
secretary." (In the 1965 Act appointment of the 
Secretary-General, as well as his deputy and assistant 
is provided for.) 

"Section 7. A member or adviser of the Board 
shall hold office for a term of two years. 

A retired member or adviser of the Board may 
be reappointed." 

"Section il. There shall be an Executive Com- 
mittee' of the Board of Investment, consisting of the 
Chairman of the Board of Investment as Chairman 
and other members not to exceed six in number to 
be appointed by the Cabinet, which shall perforai 
such duties as authorized by resolution of the Board 
and other administrative functions. 

the Executive Committee may appoint any per- 
son to be its secretary; 

an executive member shall remain in office for 
a term of two years; 

a retired executive member may be reappointed." 
Sections 15, 16 and 17 of the Act define the 

duties of the Board as follows: 
"Section 15. Anyone desiring to be a promoted 

person under this Act shall lile an application with 
the Board according to the form and procedures 
prescribed by the Board." (In the 1965 Act an ap- 
plication is received by the Secretary-General of the 
Board.) 

"Section 16. Upon ieceipt of an application 
under section 15 and determination by the Board 
that the applicant should be a promoted person 
under this Act, it shall issue a promotion certificate 
to the applicant. 

In issuing a promotion certificate to an ap- 
plicant who applies for expansion of an industrial 
activity, the rights and benefits granted to the ap- 
plicant shall be limited to that part of the industrial 
activity so expanded. 

The promotion certificate shall be in the form 
prescribed by ministerial regulation and signed by 
the Chairman of the Board." 

"Section 17. In issuing a promotion certificate 
to a promoted person granting the rights and benefits 
under this Act, the Board shall have the authority to 
impose such conditions as it may deem necessary 
governing the exercise of such rights and benefits." 

Apart from the above duties, the Board under- 
takes to give all assistance possible to entrepreneurs 
and investors in "promoted industries", and carries 
out promotional work to encourage foreign as well 
as domestic investment in new industries. 

It must be mentioned here that when the Act 
1 This body was abolished by the Promotion of Indus- 

trial Investment Act (No. 2) BE. 2508 in 1965 and "the 
Office of the Board of Investment" is substituted for "the 
Executive Committee" in every case where the latter appear- 
ed in  1962 act. 
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of 1962 was amended in January 1966 by the 
"Promotion of Industrial Investment (No. 2) Act, 
B.E. 2508" (see also page 50), some amendment 
was made to section 6 of the Act of 1962 resulting in 
a change in the composition of the Board of Invest- 
ment. Section 6, as amended in 1966, now reads as 
follows : 

"Section 6. There shall be a Board of Invest- 
ment, B.O.I, for short, which shall have the powers 
and duties relating to promotion of industrial invest- 
ment as defined herein. It shall consist of a chair- 
man, a vice-chairman and other members, not 
exceeding sixteen in number, who shall be appointed 
by the Cabinet, and the Secretary-General of the 
Ollice of the Board of Investment shall serve as 
member-secretary to the Board. 

The Cabinet may appoint other persons, not 
exeeding seven in number, to be advisers of the 
Board." 

Since in the amendment of 1966 the Executive 
Committee of the Board of Investment of the Act of 
1962 was abolished and the Office of the Board of 
Investment was created in its place to handle the 
affairs of the Board, and application for promotion 
must now be submitted to the new Office. 
3.    The Industrial Finance Corporation of Thailand 

The establishment, by a special charter, of the 
Industrial Finance Corporation of Thailand (IFCT), 
a financial institution for rendering long-term credit 
facilities to prospective industrialists, is one of the 
many important measures taken by the Thai Govern- 
ment to encourage and expedite industrial develop- 
ment. Under the provisions of the "Industrial 
Finance Corporation of Thailand Act, B.E. 2502 
(1959)", the objectives of this Corporation are as 
follows: 

a) to assist in the establishment, expansion, or 
modernization of private industrial  enterprises; 

b) to encourage the participation of private 
capital, both internal and external, in such enter- 
prises. 

The Corporation is empowered to provide 
finance in the form of long- and medium-term 
loans, with or without security, or by purchasing or 
subscribing for shares or other securities, or by ac- 
quiring any other interest, as well as to underwrite 
issues of shares or other secruities and to guarantee 
loans from other private sources. 

The Corporation is privately owned and con- 
trolled, and will deal only with private industrial 
enterprises, especially the medium-sized establish- 
ments. An enterprise with government participation 
to the extent of over 10 per cent of its registered 
capital is not eligible for assistance by the Corporation. 

Although the authorized capital of the Corpora- 
tion is 100,000,000 baht, the actual outstanding capital 
of the Corporation at present amounts to only 
30,000,000 baht, divided into 30,000 shares each 
having a par value of 1,000 baht.   These shares are 
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at present being held by Thai and foreign investors 
as shown in tabic 19. 

TABI I    19.    THAI   AND  LORI.ION   SHARLHOLMRS   OF   THI: 

INDUS! RIAL    HNANLL    CORPORATION    OP    THAILAND 

Xnml'fr (if Sttmher til VrtietUagt 
Xiitxr ill ¡hartliolder ¡hjrehnliiert ,/iurr, „/ ,,„ul 

A) Thai 
The Agricultural Bank Ltd. I 4,027 13.4.1 
Other   banks      15 6.093 20.31 
Insurance   companies   ... 20 1,290 4.30 
Private  corporations   ... 3 111 0.37 
Private   individuals     IK 1,294 4.31 

Total   Thai Shareholders  .    57 12,815 42.72 

B) Foreign 
Banks   with   branches   in 

Thailand           10 8,031 26.77 
Other   banks          4 4,400 14.67 
Private corporations   ....      3 754 2.51 

Total foreign shareholders    17 13,185 43.95 

C) International Finance Cor- 
poration (A World Bank 
affiliate)           | 4,000 13.33 

Total Shareholders       75 30,000 100.00 

When the 1CFT first came into existence in 
1959, the Government of Thailand financed it with 
an interest-free loan of 13,732,684 baht from the 
proceeds of the liquidation of the government-owned 
Industrial Bank. In October 1962, a sum of 
20,000,000 baht from the 1962/1963 budget ap- 
propriation was added to its resources as a long-term 
loan by the Government. The Corporation has also 
obtained a 30-year interest-free loan of 15,000,000 
baht from the United States of America's local baht 
currency funds, through the International Co-opera- 
tion Administration, the predecessor of the Agency 
for International Development. 

At the end of 1962, the Thai Government 
amended section 23 of the Industrial Finance Cor- 
poration of Thailand Act of 1959 so that the limit 
of government guarantee in respect of ICFTs loan 
from abroad is raised from 40 million baht to 200 
million baht. 

On 20 December 1963, a loan agreement was 
signed by the Corporation with the Kreditanstalt fur 
Wiederaufbau of the Federal Republic of Germany 
for a loan of 53,648,167 baht in foreign currencies 
for financing imported machinery and equipment 
before the end of 1968. On 11 March 1964, a 
similar loan agreement, but this time to the total 
amount of 50,000,000 baht, was signed with the 
International Bank for Reconstruction and Develop- 
ment (World Bank) for financing imported machinery 
and equipment before 3 April 1967. These two 
external loans bear a fixed interest of 5\á per cent 
per annum and will mature in 15 years. 

The Corporation's present total resources, 
including reserves, amount to about 209 million baht. 
It had, however, committed a total of 131,969,000 

k 
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baht in 61  loans to 50 private industries, up to the 
end of March 1966. 

Normally the 1CFT will not consider loans for 
an amount lower than 500,000 baht because the 
expense incurred in examining loan applications and 
in administering this amount of loan is considered to 
be out of proportion to the possible returns. In 
addition, the Corporation will commit to no single 
enterprise an amount greater than 15 per cent of 
paid-in share capital and reserves plus quasi-equity, 
and will commit to no single enterprise in the form 
equity more than 10 per cent of paid-in share capital 
and reserves. Moreover, the total of all the equity 
investments made by the Corporation shall not exceed 
its paid-in share capital and reserves. 

The Corporation has prescribed the following 
procedures for prospective borrowers to follow in ap- 
proaching the Corporation for loans. First, the ap- 
plicant will have to discuss the loan broadly with 
the Project Officer of the Corporation so that the 
Project Officer will be able to determine whether 
the applicant can be considered creditworthy and 
whether further study will be worthwhile. If the Pro- 
ject Officer is satisfied, then the applicant can 
submit a preliminary application giving more de- 
tailed information on this project. The detailed 
information will be assessed to find out whether the 
project is worthy of assistance and whether a com- 
prehensive study is warranted. If the assessor is 
satisfied with the project, the applicant will be asked 
to submit his final application. The Loan Opera- 
tions and Engineering Departments of the Corpora- 
tion will make comprehensive studies of the project 
and a Project Manager will be assigned by the Corpora- 
tion for the project. If the Project Manager is of the 
opinion that the project is a good loan prospect, he will 
submit a detailed report recommending it to the 
General Manager of the Corporation. After having re- 
viewed the report of the Project Manager, the General 
Manager will submit it for the consideration of the 
Executive Loan Committee. If the Committee is 
satisfied, then the Board of Directors of the Cor- 
poration will be requested to approve the loan. 

4. The Applied Scientific Research Corporation 
of Thailand 

This Research Corporation was established by 
the Thai Government in 1964. The principal res- 
ponsibility of the Corporation is to undertake 
scientific research to solve problems of national im- 
portance in natural resources, agriculture, industries 
and administrative services of the country, including 
health and nutrition, and to provide basic scientific 
information needed for national development 
plannings. 

Under the charter of the Corporation, the 
management of the Corporation is in the hands of 
a Board which consists mainly of scientists. The 
Board functions as a central executive body deciding 
on policy and direction of research  programmes. 

The Corporation is expected to include several 
specialized research organizations. Initially, however, 
the Board has approved plans for the three fol lowing 
research institutes: 

(i)    The   Technological   Research   Institute. 
(ii)    The   Agricultural   Research   Institute, 

(iii)    The Nutrition and Food Sciences  Research 
Institute. 

So far, only the Technological Research 
Institute (TRI) has been established within the Cor- 
poration, the other two Institutes are still being 
planned. 

The United Nations Special Fund is providing 
financial assistance for the first five years of the 
TRI's operation totalling US$778,200, and the 
Thai Government counterpart contribution to this 
amounts to the equivalent of US$3,083,000. The 
Special Fund will provide the services of research 
leaders, special research equipment and supplies, and 
fellowships for training abroad. The Government of 
Australia is also providing assistance in terms of 
expert services under the Colombo Plan. 

The TRI will be organized, initially, to include 
the following groups: 

(a) Industrial Chemistry Group. This group 
will be responsible for the investigation of local plant 
materials and the development of industrial applica- 
tions, and will first concentrate on adapting already 
developed processes suitable for plant materials, such 
as in vegetable oil extraction, starch technology, 
production of pharmaceuticals, particularly those 
which can be extracted from local plants, and pro- 
duction of perfumes and flavouring materials. 

(b) Minerals and Metallurgy Group. This 
Group will initially concentrate on mineral beneficia- 
tion, process metallurgy and applied metallurgy. The 
mineral bencficiation team will work in close co-opera- 
tion with the Department of Mineral Resources and 
will concentrate on problems which arise in the 
treatment and beneficiation of local ores. The process 
metallurgy and the applied metallurgy teams will be 
concerned with the transformation of mineral deposits 
into marketable products and will concentrate on 
problems occurring in the manufacturing of metal 
products. 

(c) Materials of Construction Group. The 
initial activity of this group will be confined to three 
main areas, namely, the improvement of the quality 
and flexibility of clay products, such as bricks, glazed 
pipes and tiles, the increasing production and utiliza- 
tion of gypsum products, such as wall boards and 
fibrous plaster products in building construction, and 
the utilization of lime as a basis for new products, 
such as sand-lime bricks and road construction 
materials. 

(d) Fibres and Textiles Group. The work of 
this Group will be initially confined to improving the 
techniques of extraction of fibres from kenaf, and will 
later be extended to include the technology of cotton. 
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It is contemplated that the TRI will later on 
work closely with the Small Industries Service Institute 
(SISI) of the Ministry of Industry in bringing useful 
technological information and giving assistance and 
advice  to entrepreneurs in small  industries. 

It is planned that a number of auxiliary scientific 
services will be provided by the Applied Scientific 
Research Corporation of Thailand to the country's 
scientists as well as to other research and industrial 
institutions.    They will be in the form of: 

(i)   Thai National Documentation Centre. 
(ii) National Reference Standards Laboratory. 
(iii) Instrument Repair and Calibration Centre. 
(iv) Centre for Thai National Standard 

Specifications. 
So far only the first of these, namely, the Thai 

National Documentation Centre, has been established, 
the others being still in the planning stage. 

b.   Resulta and problems 

Results achieved in the promotional efforts made 
by the organizations described in (a) above and the 
problems faced by them can be summarized as 
follows: 

I.    The Ministry of Industry 

The success or otherwise of the industrial 
promotional activities of the Ministry of Industry can 
be assessed in general terms by the number of fac- 
tories registered with the Ministry, as shown in table 
20. For the Bangkok and Thonburi area alone, 
where factory registration has been enforced since 
1929, the number of registered factories has increased 
steadily; during the last six-year period, 1960-1965, 
the increase averaged 7.5 per cent. In the other 
69 provinces of the kingdom the increase has been 
appreciably greater than that in Bangkok and Thon- 
buri. During the last four-year period, 1962-1965, 
the increase in the number of registered factories for 
fhe whole Kingdom, including Bangkok and Thonburi, 
averaged 8.5 per cent. 

Although in the established industries, in the 
mining sector as well as in the manufacturing sector, 
production has been climbing for some time, this rise 
has become more marked during the last few years. 
The contribution by the various sectors of the mining 
industry, especially tin mining, to the country's 
economy, increased significantly during the last six 
years. In the same period, in the manufacturing 
sector, production in some important local industries 
has climbed markedly, resulting in a sizable saving 
of foreign exchange. Gunny bag production, utilizing 
local raw material, has increased so rapidly during 
the last six years that it has now exceeded the coun- 
try's requirement. Local sugar production also has 
increased to such an extent that during the past few 
years a great effort has had to be made to export 
the surplus. Cement production has increased enough 
not only to keep pace with the increased local demand 
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caused by a construction boom, but also to allow 
sizable exports to be made. The greatest increase 
in production and activity has been in the textile 
industry, in which not only finer yarns and finer 
materials such as poplins and white shirtings are now 
being produced in greater quantities, but many new 
finishing plants are also being established. 

In the field of credit facilities for small industries, 
from the establishment of the Loan Office for Smali 
Industry  Development   in   March   1964   to   the  end 
of March 1966, a period of just over two years, 257 
applications  were   received   by  the  Loan   Office  for 
loans totalling  74,937,538   baht.     Of these  applica- 
tions.  17 were withdrawn  by the applicants  and 42 
were   rejected   by   the   Office   before   assessment   of 
securities and collaterals had been made by the banks, 
because these applications did not comply with the 
regulations of  the   office.    Of  the   189  applications 
sent to the two banks during the period for security 
assessment, the banks had already been able to com- 
plete the examination  of   186.    Of these   186,   156 
were found to have sufficient securities and collaterals 
and 30 were rejected.    Of  the remaining   156 ap- 
plications,    104   were    finally   approved,    18    were 
rejected   by   the    Loan    Board    and   eight    were 
withdrawn by the applicants.    Of the 104 applications 
so far approved, five were subsequently withdrawn by 
the applicants.    The 99 loans approved and remain- 
ing total 22,712,000  baht.     Of this  total  amount, 
about 38.7 per cent will be used as working capital, 
38.0 per cent  for  the  purchase of machinery   and 
equipment, 17.3 per cent for the erection of new or 
the expansion of existing factory buildings, and the 
remaining 6.0 per  cent  for the acquisition of land 
nnd other miscellaneous items.    Of the 99 borrowers, 
70 have their industrial establishments outside Bang- 
kok and Thonburi  area.    Table 21  shows in detail 
these 99 loans. 

Since the establishment of the Department of 
Science in 1934, the Department has successfully 
undertaken several industrial research projects in- 
cluding the following: 

(i) Development of the alum production pro- 
cess for domestic water supply. 

(ii) Quick processes for manufacturing fish 
sauce and vinegar. 

(iii) Preparation of special glues and starch 
paste. 

(iv) Production of water repe"ent used in 
shaving-board production. 

(v) Improvement of the quality of locally pro- 
duced solar salt. 

The improvement of the quality of Thai solar 
salt can be quoted as a good example of the 
Department's contribution to local industries. Before 
1964, the quality of solar salt produced in this 
country was considered poor by foreign buyers. The 
discovery by scientific  research, undertaken by the 

V,ir„/rr 1"IOt4*t of 
l,HTl„,¡ 

ar>t>rnt>r<l 
(hahl) 

150,000 

30,000 

Department's scientists, of the cause of this short- 
coming was rather unusual, yet the solution found 
is most simple. During the 1964 salt-producing 
season, this new method of quality improvement was 
tried in the field, and about 5.000 tons of high quality 
salt with purity ranging between 90 and 96 per cent 
were obtained with very little additional cost. With- 
out this new method the purity of the salt produced 
would be only about 85 per cent. In this work the 
Department was not only acting as a trouble-shooter 
for the industry and giving advice regarding the 
remedy, but actually supervised and helped the local 
salt-makers in using the new improved method. 

TAMIL 2I.    DI I MI S or  IOANS  IO SMMI   IMHMHIIN 
AIM'KOVtl)   IIV   Till    |I)\N   Ol MCI    IT   IO   HU    INI»   Ol 

MARCH    l%ft 

I irr «I,„.In- ;v 

1. Weighing and  measuring  instru- 
ment manufacturing     

2. Farming    equipment     manufac- 
turing and repairing     

3. Tractor      plough      components 
manufacturing      

4. Machine   and   engine   repairing 
5. Boat building and repairing  . 
6. Construction   equipment   manu- 

facturing and repairing   
7. Motor vehicle  repairing     
8. Lock and key manufacturing  . . 
9. Lead casting  and  metal  plating 

10. Metal plate  printing     
11. Iron plough casting    
12. Niclloware manufacturing    
13. Bronzeware manufacturing 
14. Silverware manufacturing     
15. Pin and paper-clip manufacturing 
16. Gravel  mining     
17. Cement concrete products manu- 

facturing     
18. Wood   preserving   oil   blending 
19. Paint  manufacturing     
20. Stone crushing     
21. Construction brick manufacturing 

luring       
22. Wood door and  window  manu- 

facturing        
23. Cotton  fabric  weaving     
24. Silk fabric weaving     
25. Silk fabric weaving and printing 
26. Textile fabric finishing     
27. Batik fabric printing     
28. Leather tanning     
29. Leather shoe manufacturing  ... 
30. Electric      procelain       insulator 

manufacturing      
31. Ceramicware manufacturing  ... 
32. Earthenware manufacturing   ... 
33. Curry powder making     
34. Air-line  catering     
35. Fish sauce making     
36. Soyabean sauce making     
37. Fruit jam making     
38. Tapioca flour milling     
39. Tapioca chip mking  

1 300,000 
3 700,000 
2 320,000 

2 945,000 
3 890,000 
1 350.000 
2 550.000 
1 499,000 
3 550,000 
2 650.000 
2 217.000 
3 410,000 
1 480,000 
1 150,000 

1 150,000 
1 80,000 
1 200,000 
6 1,820,000 
7 1,721,000 
7 1,721,000 

1 50,000 
17 5,350,000 

1 100,000 
1 300,000 
2 400,000 
1 350,000 
3 500,000 
2 120,000 

1 300,000 
1 300,000 
1 50,000 
1 30,000 
1 495.000 
3 300,000 
1 300,000 
1 60,000 
1 450,000 
2 300,000 

,L 
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in. Dry cleaning chemical manu- 
facturing        

il.    I.ileum powder making    
i:     Mosquito-repcllant  stick  making 
I !     Silk   screen  making     
¡ I     Wood   carving     
IV    Soap stone carving 

•Hi.    (iem  cutting     
I"1.    Reed mat weaving    
IX iransistorized radio set assem- 

bling       
I1»    Thai     pharmaceutical    products 

manufacturing      
<n     Rubber   products   manufacturing 

Total         99 

1 2 7,(KM) 
1 120.000 
2 1 36,000 
1 60,000 
1 330.000 
1 30,000 
1 50,000 
1 80.000 

1 200.0(H) 

2 612.000 
1 150.000 

22,712.000 

.Source:    Loan Office for Small  Industry  Development. 

In previous years, industrial research carried out 
by the Department of Science was confined mostly to 
i he efficient utilization of the country's raw materials, 
i lie improvement of production method, pilot plant 
i rials, and the formulation and application of industrial 
standards. Some work, however, has been undertaken 
in quality control, marketing research, feasibility in- 
vestigation, and design and productivity studies. Pro- 
cess has recently been made in the development and 
use of local raw materials, especially for the paper, 
a ramie, and dry battery industries. Other local raw 
materials suitable for many industries are now being 
investigated by the Department. Some start has also 
Ken made by the Department regarding the develop- 
ment of industrial standards and specifications. Many 
testing machines and instruments have been installed 
and a sizable collection of foreign standards and speci- 
iications has been acquired. 

A shortage of competent research staff is one of 
Hie serious problems faced by the Department of 
Science. Relatively few of local graduates in science 
»jve the ability to carry out satisfactory research work. 
loose who have research qualifications are usually 

foreign trained graduates with higher degrees, and, un- 
lortunatcly, there are not enough of them available at 
present. 

In the field of management and productivity train- 
"ig. from the establishment of the Thailand Manage- 
ment and Productivity Centre in January 1962 to the 
end of March 1966, the Centre has conducted over 
31 •' training courses and seminars. Nearly 3,000 par- 
ticipants from some 380 private and government en- 
terprises attended. Of these enterprises, approximately 
35 per cent are manufacturing enterprises, 30 per cent 
arc commercial or merchant houses, and the remaining 
includes transport, banking, insurance, public utilities 
and educational institutions. About 65 per cent of 
these enterprises are privately owned. The number of 
courses conducted and the number of participants 
««ending them in each year are given below: 
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Number Number 
Y °f of 
,•' courses       participants 
*£ 1« 206 

l96j 55 646 
»**      50 671 
1965       72 l,|(X) 
1966 (January-March)   . . 23 31s 

pc subjects covered   in  these training courses 
include: 

Production management 
Production Cost Reduction — Work Study 
Production Planning and Conimi 
Plant Layout 

Marketing 
Sales Management 
Marketing Research 
Advertising,   Sales   Promotion   and   Public 

Relations 
Sales Training 
Salesmanship 
Total Marketing 

Management accounting 
Cost Accounting and Budgeting 
Financial Analysis 
Inventory Control 
Introduction  to Cost  Accounting and Cost 

Statistics 
Cost Accounting and Control 
Reports Forms for Government Enterprises 

Personnel management 
Supervisory Training  (Job Instruction, Job 

Relation, Job Methods, Job Safety) 
Leadership in Industry 
Developing an Effective Work Force 
Training Trainers in TWI Programmes 
Advanced Supervision 
Developing Training Director 

General management 
Efficient Company Organization 
Office Organization, Methods and Manage- 

ment 
Top Management Conferences 
General Management Course for Senior Exe- 

cutives 
Management Data 

In all these training courses emphasis is placed 
upon the importance of the practical application 
of theoretical knowledge. During the 1964 follow- 
up, visits were made to all previous participants 
of major courses in order to evaluate the status 
of the project work which they undertook, the 
current use being made of the techniques concerned, 
the difficulties encountered and the future plans for 
extending the practical implementation of the principles 
involved. These visits indicated that in general very 
good use had been made and was still being made of 
the training received. 
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The review of practical projects showed that, 
apart from the participants themselves gaining direct 
experience in the use of the techniques concerned, the 
companies where the projects were carried out also 
achieved benefits from the improved methods. 

The Centre also undertakes consulting projects as 
one method of training its own technical officers. Fur- 
thermore, help is given to companies that conduct their 
own training programmes or need assistance to solve 
specific problems. 

The Centre also provides a number of other ser- 
vices of which the following arc examples: 

The publication of a monthly magazine which con- 
tains articles on management and productivity in 
Thailand. Translations of foreign articles are also in- 
cluded. This has a wide circulation throughout the 
business and industrial community. 

The operation of a management library of text 
books, periodicals and films. 

The regular presentation of a radio programme 
every two months on technical management topics. 

The provision of lecturers to educational institu- 
tions or to companies that run their own management 
training programmes. 

The organization of Thai representation in over- 
seas management conferences, seminars, training pro- 
grammes and study missions. The Centre participates 
in, or acts as the national agency and secretariat for, 
the following organizations: 

Productivity Group (Government Enterprise) 
Thailand Management Association 
Asian Productivity Organization (APO) 
In general it can be said that the Centre has done 

an impressive job in promoting better management 
practice in the country. Nevertheless, it has had its 
problems and, no doubt, will experience new ones as 
it continues to develop and extend its work. At the 
present the major cause for concern is the increas- 
ing difficulty in recruiting high-calibre staff. 

2.    The Board of Investment 
The results achieved by the Board of Investment 

in the past few years in promoting industries in the 

country have been discussed in chapters III and V, 
and details of the industries already promoted since 
1957 have been already given in tables 5, 6, 8 and 18. 
3. The Industrial Finance Corporation of Thailand 

From its establishment on 6 October 1959 to 
the end of March 1966, a period of about six and a 
half years, the Corporation has approved 61 loans 
to 50 private companies totalling 131,969,000 baht 
(comprising 93,416,000 baht, 4,331,670 DM and 
US$770,577) against which disbursements of 
98,227,000 baht (comprising 72,665,511 baht, 2,009,- 
098 DM and US$ 726,713) have been made and 
17,136,000 baht has been repaid to the Corporation. 
No record has been kept which would indicate ac- 
curately the number of loan applications which have 
been processed or considered, but a total of 8 loan 
applications for 30,400,000 baht which reached the 
stage of approval by the Board of Directors of the 
Corporation were later withdrawn by the applicants 
before any advances against them had been made 
and 2 loans were reduced by 494,000 baht by the 
Corporation before disbursement had been com- 
pleted. At the end of March 1966 there were still 
53 formal applications under consideration by the 
Corporation. The total amount requested in these 53 
applications came to 202,455,000 baht; 128,101,000 
baht for machinery, 57,345,000 baht for construction, 
1,133,000 baht for land and land improvement, 
5,695,000 baht for vehicles, and 10,181,000 baht for 
working capital. The following table 22 shows 
details of the 61 loans already approved by the 
Corporation. 

4.    The Applied Scientific Research Corporation 
of Thailand 

Since this Corporation has only been recently 
established, it will not be possible to make any assess- 
ment of its working at this stage; nor can it be possible 
to predict now any difficulties that it will have to face. 
However, it can safely be said that one of the prob- 
lems that the Corporation will sooner or later have to 
solve will be the difficulty of recruiting enough com- 
petent researchers for its staff. 

TAW I   22.    DETAILS OF LOANS TO INDUSTRIES APPROVED BY THE INDUSTRIAL PINANCE CORPORAUON 

OF THAILAND UP TO THE END OF MARCH 1966 

Dale appronti Type of industry 

1960 Sept.      7 Ceramics        
1961 Jan.     31 Chemicals        

Apr.     19 Dry cell batteries  .. 
19 Auto parts     

Jul.      20 Plastic products    
Aug.    30 Gypsum  products   .. 
Aug.    30 Pharmaceuticals 
Sept.    27 Ceramics  (second)   . 

1962 Feb.     20 Auto parts  (second) 
Apr.      4 Steel rods    
Apr.      4 Rubber sheets     

Amount 
approved 
(Ml) 

2,000,000 
1,000,000 
1,500,000 

800,000 
1,500,000 
2,400,000 
2,000,000 

600,000 
600,000 

2,000,000 
700,000 

Amount 
disbursed 
(Mit) 

Amount 

(Ml) 

2,000,000 
1,000,000 
1,500,000 

800,000 
1,500,000 
2,400,000 
2,000,000 

600,000 
600,000 

2,000,000 
700,000 

1,730,000 
1,000,000 

700,000 
720,000 

1,500,000 
1,020,000 
1,520,000 

100,000 

Balancr 
outstanding 

(Ml) 

270,000 

800,000 
80,000 

1,380,000 
480,000 
600,000 
600,000 

1,900,000 
700,000 



A COUNTRY  STUDY  ON  THAILAND 

May 22        Tobacco curing     j goo ooo 
Jul. 4       Cotton textiles    2(X)!ooo 
Aug. 8        Plastic products (second)     I,00o!ooo 
Sept. 19       Cotton and nylon twine     IJIXKOOO 
Sept. 19       Tobacco curing    900 (MM) 
Sept. 19       Wood flooring    2,00o'ooo 
Nov. 2        Pharmaceuticals        500 (MM) 
Nov. 2       Reed mats    4(X)!(XH) 
Dec. 26       Tobacco curing     500.000 
Dec. 26        Radio and television sets     2.000.000 

1963 Feb. 7        Machine tools     2}xX),(X)() 
Feb. 7        Aluminium   products     1,500.000 
Mar. 14        Seed oil extraction    300.000 
Apr. 11       Seed oil extraction    70O,(XM) 
May 9       Cold storage, deep freeze     4.000,000 
May 9       Ceramics   (third)     500.000 
Jul. 25        Cotton textiles (weaving)     1,200,000 
Aug. 2       Soap and soap products     2.100,000 
Aug. 2       Toilet  soap     20o!<XX> 
Oct. 10       steel rods (second)     l,tKHi <xx) 
Nov. 14        Electrical   appliances     1.500,000 
Nov. 14        Seed  oil  extraction     1,500.000 
Nov. 14        Aluminium   products     4,255.000 

1%4 Mar. 26       Cold storage, deep freeze     4,306.000 
Mar. 26       Cotton ginning     700,000 
Jun. 25       Tapioca flour   3.370,000 
Aug. 20        Milk  products     8.000,000 
Aug. 20       Paper products     650.000 
Sept. 24       steel pipe    5,408,000 
Sept. 26        Hotel        7.000,000 
Dec. 28       Paper and paper products   8,000,000 
Dec. 28       Cotton textiles   2,(XX),000 

I%5 Mar. 15        Tobacco   curing     600,000 
May 13       Ceramics  (fourth)     6,000.000 
May I3       Auto batteries     3,500,000 
Aug. 26       Wood drying    1,055,000 
Oct. 14       Seasoning (gourmet) powder    8.320.000 
Oct. 14       Cotton textiles (weaving)   (second)     700.000 
Oct. 14       Pharmaceuticals       »vOOO.000 
Oct. 14        Steel   wool        1,000,000 
Oct. 14       Redrying tobacco leaves     1,745,000 
Nov. 4        Animal feeds    500,000 
Nov. 4       Tractor assembling    1,660.000 
Dec. 30       Cotton textiles (second)     100^000 
Dec. 30       Electrical appliances (second)     1.500,000 

1966 Feb. 7        Mining (tin ore)     1.100,000 
Feb. 21        Aluminium products (second)     2.080.000 
Feb. 21        Weaving      570,000 
Mar. 10       Cotton and nylon twine (second)     1.650,000 
Mar. 29       Corrugated iron   8,000,000 

Total  (61  loans)     131,969.000 

Note: Foreign currency loans are expressed in baht equivalents. 
Sonne: Industrial Finance Corporation of Thailand. 

1,800.000 
2(X),()00 

1 ,(XXUXM> 
1,3(K),(XX) 

900,000 
1,880,(XX) 

5IXUXX) 
4<X>,000 
500,<XX> 

2,IM)0.000 
2,(HM),0OO 
1,50(),(HK) 

300.000 
7(X).(XK) 

4,(XM),(XX) 
J(M).IXX) 

1,200,000 
2.100,000 

200,000 
1,000.000 
1,500.000 
1,500,000 
4,255.000 
4,30A.(XX1 

700,000 

7,815.000 
566.000 

5,408,000 
6,644,000 
7,000,000 
1,536.000 

600,000 
2,92 4,000 

836.000 
841.(XX) 

8.172,000 

300,000 
500,(KX) 

I00.0W) 
1,500 000 

810.000 

1,335,000 

98.227,000" 

80.00(1 
1.000,1 M Ml 

750,000 
540,00(1 

I.250.IX!;) 

500.000 
200.00(1 
100.00(1 

1.200.000 
250 0(10 

1 0011.000 

!76.(XK) 
2(10.(1(10 
X00.000 

3(H) 000 

'oo.ooo 

200.IMH) 

17.136.000 
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1.800.000 
120,00(1 

5*0.000 
360.000 
630,1 H Kl 

2(H).000 
4<X),000 
8(M).(MlO 

1,7*0.000 
.MMl.OOO 

124,000 
5<M),000 

V2IXI.0OO 
? 00.000 
9<M).(XM) 

2,100,00(1 

2(X),(XX) 
I ,(XX),0(X) 
1,200,000 

l,5(X),(XX) 
4.255.000 
4,306,000 

500,000 

7.815.000 
566,000 

5,408,(XK) 
6,644.000 
7,000,<XX> 
1,536,000 

600,(XX) 
2.923.000 

836.000 
841.0(H) 

8,I72,0(X) 

3(K),(XH) 
500,<KM) 

KM).(XK) 
.500.000 
810 000 

1,335,000 

81.091,000 

VII.    TECHNICAL TRAINING: 
MANPOWER DfVILOfMINT 

o.   Manpower survey* 

The latest population census which took place in 
I960, showed the economically active population of 
eleven years of age and over, by type of activity, to be 
as shown in table 23. 

It is evident from these figures that agriculture, 
which includes forestry, hunting and fishing, maintains 
its precedence in Thailand's economy. Workers in 
the  manufacturing sector numbered less than five 

hundred thousand, most of whom were non- 
Government employees and mainly self-employed per- 
sons. The percentage of employers was 1.8, and the 
proportion between employers and employees was 
1:26.7. 

The same census revealed the prevalence of 
manufacturing workers in the following industries, as 
shown in table 24. 

Since industry in Thailand has been expanding at 
a very high rate during the past few years, it is certain 
that the results of the industrial census started in 
December 1963, which will be published scon, will 
show a considerable increase in the above figures. 
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Î Oil I     2'        t < iiNoMK M I X    X<  HVr    P(iril\l|<IN   IN 
• llWI  «.Ml    IN     l«W»0 

, i .   , ' ".:.:zr 
.•,.,!*-, p;rill,tri;« 

\priciiltnie.        iniesliv. 
HunliriK  .mil   t ishniK I i   : ; | \H: K: I 41 2 

Mining   an.l    quam inj: "> s(,s n •• 0 ' 
Manufacturing 4 '1 107 » 4 1 X 
( onstruclion          repair 

and  demolition hKHH 0 s 0 1 
1 lectricitx.    water    ami 

sanit.iiv   --ciMi.fi | <¡ <¡ is 0 1 o i 
( iimnii'k'i 77') '»()( s 7 : 9 

1 i .impuri.     Im IL'I    jn.1 
c(immiiiiK.iiii<ni IM «m 12 0 ft 

Other   services M<¡ :7i -1 X 2 5 
Activities      not      ade- 

quately   dcsuihcd   or 
unknown 2M.665 1 S 1 0 

Futa! 1 1.7^2 I'M 1000 52 ' 

Note        lotal   population   26 2x7 916 
So.//.«       Nation.il   Statistical   Ottice 

I \lll I     M        Ni »IMI*   Ol    VvcKKms IN    M\NI I \{  I l KIN(, 
INDI. SIROS   IN     lllMISNI) IN     1460 

.4- prrtrtìtaae 

'i-,    i   •:.. i   .. „ ort,,.          niaruifatlnnn^ 

Manufacture     of     Wearing      \pparel, 
except f-IH«wear «0.492 |7.l 

Manufacture    of    Wood    and    Cork. 
except f umiline . 59,755 12 7 

Manufacture    of    Food    Preparations. 
not   elsewhere   classified 18.441                 8.3 

MiniifacUiic ol drain Mill Products 37,024 7.9 
Mannt.aline    ol    ( oidage.   Rope    and 

• exilies    noi   cUewhere  ilavalicd 27,244                 5.H 
Saw Mills and Planing Mills 2ft,823 5.6 
Manufailiiie     and     Kepair    of    Moloi 

Vehicles and Hicvcles 21900 4ft 
Spinning    Weaving   and   finishing   of 

textiles,   not   elsewhere  elasafk-d 21,511                 46 
Other   industries 157,117               11.4 

I «'lai 471,027             MMX) 

Nonne       Nailon.d   Nlalislic.il   Office. 

Working population surveys in the industrial 
sector in this country arc still very restricted. Those 
known as employment market information surveys 
e i inducted by the Labour Bureau of the Department 
ot Public WclLire are confined in scope, and cova 
only establishments employing ten or more workers 
in the Bangkok and Thonburi area. These surveys, 
which haxc been carried out during the past five 
ve.irs. ilo however, throw some lighl on the prevailing 
situation of employment in industry in Thailand. 
Tabic 25 show-, the results obtained in these surveys. 

Apart from these surxeys carried out by the 
labour Bureau of the Department of Public Welfare, 
the National Statistical Office, in January 1963, 
undertook the first labour force survey and Made 
available to i? >vcrnmcnl agencies and to the public, 

•Mo-dele information on labour supply and demand 

in 120 municipalities throughout the country. The 
survey revealed that, out of an economically active 
population of 1,313,150 in all municipalities, 225,500, 
or approximately 17.2 per cent, were engaged in 
manufacturing industries. The ratio of the number 
of workers in manufacturing industries to the number 
of workers in all activities in both municipal and 
non municipal areas was found to be 3.4 in the 
census. It is apparent that employment in the 
industrial  sector is mostly found in municipal areas. 

b.    Forecast •• »he future needs for »rained 
personnel 

Manpower assessment and planning in Thailand 
is now the responsibility of the Manpower Planning 
Unit of the Office of the National Economic Develop- 
ment Board. This Unit, organized in 1963, has up 
to now concentrated its efforts on macro-economic 
demands for ttaincd and educated manpower in terms 
of levels of educational or training attainment. 

I XHI I    25       NlJMIH   OF   WORKIMS   IN   IMH-IR1M 
M\NI  I U II'RINO   INDHSTMFS   IN    IMF    HxNGKOK    \NI> 

THONBURI AHFX,  I96I-I«J65 

l vpr of imiii'tty 

No. of establish- 
ments visited 

No   of workers in 
all activities 

No   of workers in 
manufacturing 
Tood 
Beverages 
Tobacco 
Textiles 
Shoes and apparel 
W<x>d producís 
furniture 
Paper 
Printing and 

publishing 
leather 
Rubber products 
( hemicals 
(lav. glass, 

cement, etc. 
Basic metal 
Metal products 
Machinery 
klectricity 
Transportation and 

equipment 
Miscellaneous 

manufacturing 

1,800      1,714      2.090      2,182 ;,0h9 

199,052 219,153 244,252 247,'M7   185,47ft 

47,939 
4,030 
3,4(H) 
6.231 
7.839 

784 
3,984 

310 
956 

4,889 
457 

1.240 
4,390 

2.570 
257 

1,089 
235 
99* 

t,09l 

1.171 

52.981 
4,906 
3,387 
6.244 
8.663 

908 
4,129 

268 
489 

5.554 
387 

1,370 
5.021 

3.767 
243 

3,719 
220 

1,383 

1,177 

1,126 

57.871 
4,621 
3,569 
6.467 
9,828 

<>84 
4,66ft 

416 
492 

5 «M>9 
381 

1,447 
5 297 

4.05ft 
348 

4.792 
H5 

1,604 

64,641 70 981 
6,983 7,641 
3,840 4 188 
5,386 5.614 

11,409 14,7M 
1  141 2.<Hft 
4,9^5 4,197 

519 648 
477 517 

6,40ft 
375 

1,467 
5,992 

4.776 
291 

5,109 
418 

1,945 

1,979      2.19R 

860 954 

5,944 
,30ft 
99| 

6,211 

4,669 
2,978 
3,1112 

471 
3,118 

2.323 

1,022 

Source:    Department of Public Welfare 

The report "Preliminary Assessment of Educa- 
tion and Human Resources« in Thailand" prepared 
by the joint Thai-USOM Human Resources Task 
Force in 1963, presents a careful analysis of the 
future »manpower need* of the country. Much atten- 
tion has hem paid to the revision and improvement 
of the data and analysis of this report. These «data 
are   being   used   aa   human   resources   targets   and 

X 
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reference points for the purpose of educational plan- 
ning and for the establishment of training programmes 
designed to meet the needs of the developing 
economy. In early 1965, an intensive investigation 
of the entire secondary educational system of Thai- 
land, including the vocational educational system, was 
undertaken in co-operation with the Educational 
Planning Office of the Ministry of Education. For 
this investigation, the Manpower Planning Unit pre- 
pared a series of estimates of human resources needs 
at five, fifteen and twenty year points in the future. 
These needs are expressed in terms of levels of 
optimum educational attainment, by general content 
of educational programme. Distinction is made at 
primary, secondary, and university level of educa- 
tional attainment between those requiring technical 
or scientific orientation in education and those requir- 
ing non-technical orientation. Consequent to this 
investigation, a report entitled "Current and Projected 
Secondary Education Programs for Thailand" has just 
heen published by the Educational Planning Office of 
the Ministry of Education. Detailed estimates of 
employment by sector and by occupation, as well as 
useful information on manpower supply and demand, 
are given in this report. 

A series of manpower assessment surveys to be 
conducted by, or for, the Manpower Planning Unit 
is in the planning stages. These are planned to be 
surveys in depth of the key sectors of economic 
activity including agriculture, industry, construction, 
and services. Short range forecasts of manpower 
needs on the basis of individual occupations will be 
incorporated in these surveys. The exact timing and 
content of such surveys cannot be described in detail 
at this early stage of research project planning. 

The next cycle of the economic development 
plan for Thailand will cover the five-year period 1967- 
1971. Each of the project proposals to be considered 
lor inclusion in this plan contains detailed information 
relating to manpower requirements. Information on 
needs for approximately thirty individual occupations 
lor each of the years in the development period has 
been collected and assessed. In addition, information 
"ii total employment requirements by broad occupa- 
' nn.il group levels has been collected for appraisal and 
analysis. The majority of these projects relate to the 
creation of the economic infrastructures under the 
auspices of the Government, but the development pro- 
Kcis of the public enterprises in the country are also 
included. This information will be contained in chap- 
ter VI, "Manpower and Employment", of the forth- 
coming five-year plan. 

Table 26, based on data contained in the report 
Preliminary Assessment of Education and Human 

Resources in Thailand" published in 1963 and revised 
»n the basis of more recent information, prêtent« fore- 
casts of total employment in 1980, including military 
occupations, on two different assumptions regarding 

i lie capacity of the agricultural sector to absorb per- 

sons in the labour force. In column A the assump- 
tion used is that, agriculture will provide employment 
for 70 per cent of the economically active population, 
while in column B, the assumption made is for ari 
absorption in the agricultural sector of 74 per cent. 
For comparison, corresponding figures for actual total 
employment in 1960 are also given in the table. 

As already mentioned, more refined forecasts, 
for example, by specific occupation, arc now being 
prepared by the Office of the National Economic 
Development Board. 

TABI i   26.    I STIMMI i>  ioni   IMI-IOVMIM   IS 

THAILAND  IN   1980 

I >imu ,J   I..nil   Imlluim.nr 
m n-.ii 

1 H 
min. nln,r,il          mrimlrmal .lumi mill 
•''•• •"•/"""'              .i/.>,/'tu,ti i inri,murili 
/" fri Kill                4 i<  ,    i .,[ ,„ ¡Ui,ti /./r   "I    1.:n,l\- 

Total economically 

active population 24,944.00(1    24,944.000    11,772,104 

Agricultural workers 
(farmers, fishermen. 
hunters, loggers and 
related works) 17,460,800    |8.4SS.WMt    11,112,489 

Non-agricultural 
workers 7,4KV>00     6.18S.400     2,419,61 s 

Professional, technical 
and related  workers'1 S9S.6oo        SI8.8OO        171,960 

Administrative, executive 
and managerial 
workers*' 89,loo 77,100 26,|9| 

Clerical workers1' 518,800        4<i6.soo        IS4.101 
Sales workers 2.140.200      I.HSS.KOO        71S.4S7 
Miners, quarrymen and 

related workers 89.8(H) 77.100 26.2SS 
Workers in transport 

and communication 
occupation 449.0(H) 189.KH» 144.610 

Craftsmen, production 
process workers and 
labourers 2 S29.KHI      2 192 6(H)        806.20S 

Service, sports and 
recreation workers 821.200        711,4(8)        271,175 

Workers not classifiable 
by occupation1' 224.5(H) 194,600        99,2S9 

Note: 
• Including captains and military officers of higher rank 

who work in professional occupations. 
h Including captains and military officers of higher rank, 

except a« above. 
c Including all other military personnel, except privates 

whose occupations could not be classified in other groups 
d Including privates. 
Source: Manpower Planning Unit, Office of the 

National Economic Development Board. 

In December 1963, the first industrial census in 
Thailand was undertaken by the National Statistical 
Office. The results obtained in this census are now 
being tabulated. When they are published, it is hoped 
they will provide data on patterns of occupational em- 
ployment within individual sub-categories of the 
manufacturing industrial group. Further, separate 
manpower matrices will be available at different levels 
of  technological  advancement  for  the  sun-categories 
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of manufacturing. A series of productivity and invest- 
ment ratios are being calculated as guides to levels of 
technological advancement. These ratios include 
capital output, labour output and investment per job. 
The manpower matrix data derived from this census 
will provide a valuable tool for future analytic study 
of the economy of Thailand. 

c.   Training programme for different categories of 
personnel 

In Thailand significant advances are being made 
in the field of education which will contribute to the 
economic well-being of the country. Compulsory 
education was extended some time ago from four 
years to seven. School systems, from the primary 
grades to the university level, have been expanded 
and improved in plant, curricula, and teaching staff. 
Numerous technical and vocational schools have been 
established to provide training for industry. 

Under the National Scheme of Education pro- 
claimed in 1960, there arc now in Thailand only two 
levels of education between kindergarten and higher 
education, namely, elementary education and second- 
ary education, each consisting of two stages or sec- 
tions. The elementary level consists of four lower and 
three upner grades, whereas the secondary level com- 
prises three lower and two or three upper forms. 
Separation of vocational training from academic educa- 
tion begins after the completion of the elementary 
education when the children have developed suffi- 
ciently in the various desired respects through funda- 
mental education. 

Vocational education in Thailand covers a variety 
of fields, and there are a great number of vocational 
schools giwng instruction in a range of subjects. 
Since Thailand is a predominantly agricultural coun- 
try, naturally agricultural schools take a prominent 
part in the country's vocational education. However, 
a number of vocational schools in other fields apart 
from agriculture have also been established. These 
institutions are grouped under the following headings: 

1.    Boys' vocational schools 

These include all kinds of vocational schools 
which give instruction in the fields in which boys are 
normally trained. Among the most popular are the 
schools of mechanical trades, of which the oldest is 
Pathumwan School of Mechanical Trades which was 
established in 1932. Schools of this type train their 
students in the various branches of mechanical trades, 
such as electrical, auto-mechanics, and the welding 
trades, without special emphasis on any particular one 
of them. During the past six years four more schools 
of the same kind have been opened including the one 
which came into existence through the assistance of 
the Government of the Federal Republic of Germany. 
Building-construction schools are another type of 
popular school. They offer instruction in the various 
branches of building construction.    The first school 

of this type was Uthen Thawai School of Building 
Construction established in 1933. In 1955 the second 
one of the same type, called the Dusit School of 
Building Construction came into being. 

More numerous than these, however, arc those 
schools formerly known as carpentry schools which 
are scattered throughout the country. In each of these 
schools, stress in the instruction is on wood-work, 
which ranges from the making of furniture to the con- 
struction of buildings. Practical work includes, in 
addition to workshop assignments, the actual construc- 
tion of buildings both in and out of school. Recent 
developments in building construction and variou, 
other forms of service have necessitated the transfor- 
mation of these schools into multi-craft or multi-trade 
schools. Thus a project for their modification 
emerged and more trades: building construction, 
electrical trade, auto-mechanics, sheet metal and weld- 
ing, and radio service, were introduced as additional 
subjects. Sponsored by foreign assistance, this pro- 
ject commenced in 1957 with twenty multi-trade 
schools, transformed from the former schools of car- 
pentry, to its credit. Further work of transformation 
along the same line within its own financial appro- 
priations is contemplated by the department concerned. 

Besides the abovementioned schools, there are 
individual schools for particular crafts or trades. 
These are schools of tailoring, leathercraft, niello-ware, 
boat building, and telecommunication. 

2.    Technical colleges 
After the Second World War, the increasing 

pace of development with regard to town-planning 
and building and a great variety of services together 
with the introduction of new projects, the expansion 
of the utilization of electricity, of transportation, of 
television services, generated the feeling that in the 
field of vocational education there was a gap between 
the experts with degrees at one end and the skilled 
workers from the various vocational schools at the 
other. In other words, men of the technician class 
were inadequate in some respects. This is why the 
establishment of technical colleges was conceived. 

The fir« technical college, called the Bangkok 
Technical Institute, was opened in Bangkok in 1952 
It admits students who have had ten years of general 
education plus three years' vocational training. The 
course is of two years' duration, offering diplomas in 
the following fields: building trades (all branches), 
auto-mechanics, radio service, electrical trade, metal 
work, industrial arts, printing, photography, surveying, 
tailoring, food and nutrition, dress-making, accoun- 
tancy, secretarial work, and lastly the vocational 
teacher's course. 

In the provinces, colleges have been set up 
modelled on the Bangkok Technical Institute. In 
1955 one was built at Songkla, in 1956 another came 
up at Nakcrn Rachasrima, and yet another followed 
at Chiengmai in 1957. As far as these newly-built 
provincial technical colleges are concerned, instruction 
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had to be limited at the beginning to the higher 
vocational level, the course being of three years' 
duration, with ten years' general education as the 
entrance qualification. In certain fields, however, 
with the provision of adequate personnel, standards 
have been raised to the diploma level. Up to the 
present time, these colleges have been able to give 
diploma courses only in some of the fields mentioned 
above. 

The significance of technical colleges does not 
lie in their popularity, which is reflected by the large 
number of students, but in the fact that while some 
of their graduates have been able to obtain reason- 
able positions in government offices and organizations, 
most other have found jobs in private firms or set 
up their own private businesses and on the whole 
their performances have been creditable. 

As all the technical colleges of the type described 
above admit only those who have passed the first 
stage of secondary education and those with further 
schooling in the vocational line, a technical institute 
with different prerequisites was established in 1959 at 
Thonburi admitting only students who have com- 
pleted general education, that is, those who have 
finished the science section of the pre-university course, 
or at present the science section of the upper 
secondary forms. The course is of three years' 
duration, and the subjects offered are auto-mechanic., 
electrical trade, metal work, electronics, and building 
construction. So far this technical college has turned 
'ut only one or two lots of graduates. It is not 
as yet possible to assess their performance. 

3.    Short-course schools 

One such school, called the Bangkok Vocational 
School, has been in existence for some time, though 
m the beginning it gave instruction only in typing, 
shorthand, accounting, photography and men's hair- 
dressing. Later when the increase in the number 
of students came to a point where a great number, 
after completion of the first stage of secondary 
education, failed in entrance examinations for further 
studies, two more such schools were set up in 
Mungkok and Thonburi offering courses in various 
crafts. 

4.    Private   vocational schools 

The majority of private institutions teaching 
M national subjects offer short courses, and the sub- 
jects taught include the following: watch repairing, 
radio and television service, hair-dressing, dress 
making, cosmetology, typing, shorthand, building 
construction, printing, carpentry, electrical trade, driv- 
ing and auto-mechanics. 

Some of these private schools offer exactly the 
same courses as the government vocational schools 
md arrange for their students to take the final 
examination   along   with   those  of  the  Government 

schools,   the  subjects   offered  in   these  cases   being 
handicrafts, accountancy, and secretarial work. 

It must be mentioned here that, with a view to 
expanding and modernizing technical education and 
vocational training for agriculture and industry to 
meet the country's immediate and future requirements, 
the Thai Ministry of Education in August 1962 
requested the International Bank for Reconstruction 
and Development (World Bank) for assistance to 
finance the development of vocational secondary 
education. In September 1964, a formal request for 
the loan, together with the necessary application 
documents which had been prepared by officials of 
the Ministry with the assistance of a UNESCO/World 
Bank project preparation mission, was submitted to 
the World Bank. The original project proposed a 
six-year programme comprising the expansion of 
twentysix existing upper secondary trades and indus- 
tries schools and the vocational teachers college; the 
opening of vocational teacher training courses at two 
technical institutes; the expansion of nine upper sec- 
ondary vocational agriculture schools and one agricul- 
ture teacher training college (to include a secondary 
vocational school); the institution of two-year diploma 
courses at four of the schools; and technical assistance 
in the form of foreign experts and fellowships to 
sustain both the industrial and agricultural training 
programmes. The estimated cost of the project, after 
deducting the recurrent costs for the administration of 
the project and the operation of the project schools 
which were originally included, was US$37,995,000. 
The project was appraised by a World Bank appraisal 
mission and found feasible after certain alterations 
designed to adjust it to the country's teacher resources 
and to anticipated and urgent requirements of qualified 
manpower. 

The revised project is a three-year programme 
providing for the expansion of 14 existing trades and 
industries schools; the expansion of one vocational 
teachers college (The Thewes Vocational Teacher 
College in Bangkok); the expansion of nine existing 
vocational agriculture schools; the expansion of an 
agriculture teacher training college (The Bang-Pra 
Agriculture Teacher Training Centre in Cholburi ) and 
of a vocational school attached to it; technical assis- 
tance in the form of foreign experts for the vocational 
and agricultural teacher training programmes; the 
services of one project adviser and one equipment 
specialist to assist in the implementation of the pro- 
ject; and the services of an architectural firm to 
survey existing facilities, develop economical building 
standards, prepare master plans, design the project 
school buildings and supervise their construction. The 
total cost of the revised project is estimated to be 
US$21,848,000, with foreign currency costs at 
US$10,935,000. It is at present being contemplated 
that this project will be financed by a US$6,000,000 
loan from the World Bank at 4'/2 per cent per annum 
interest  rate, a  US$8,000,000 loan  from  the   Bank 
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of   Thailand,   and  a   budgetary   allocation  of   about 
US$8,000,000. 

In the field of higher education, many universities 
have now been established in Thailand. Those offer- 
ing courses in science, engineering and industry are 
the following: 

1.    Chulalongkorn University 
This was the first university of Thailand and was 

inaugurated by Royal Command in 1916. In 1935, 
the Chulalongkorn University Act was passed 
authorizing the University to confer degrees in the 
field of medicine, arts, science and engineering. In 
1942, the Faculty of Medicine was separated from 
Chulalongkorn University and formed into another 
university called the University of Medical Sciences. 

At present Chulalongkorn University consists of 
the following faculties and school: 

a) the Faculty of Education; 
b) the Faculty of Commerce and Accountancy; 
c) the Faculty of Political Science; 
d) the Faculty of Science; 
e) the Faculty of Engineering; 
f) the Faculty of Architecture; 
g) the Faculty of Arts; 
h)    the Graduate School. 
In addition there are two institutes attached to 

this University, namely, the SEATO Graduate School 
of Engineering, and the Department of Science's 
Chemistry Institute. 

Bachelor's degree courses are of four years' 
duration with the exception of those of the Faculties 
of Science and of Architecture which are of five 
years'. Students automatically obtain diplomas upon 
completion of their third year. Master's degree courses 
are of two years' duration after completion of the 
courses leading to the Bachelor's degree. 

The Faculty of Science provides its under- 
graduates with opportunities to choose from among 
the following courses: physics, chemistry, zoology, 
botany, mathematics, chemical technology and 
geology. Anotî.er possible course leading to the 
Bachelor's degree is one in general science (mainly 
meant for those choosing careers as teachers in 
secondary schools). 

The Faculty of Engineering offers its students a 
Bachelor's degree course in any one of these: civil 
engineering, electrical enginering, mechanical engineer- 
ing, sanitary engineering, industrial engineering, survey 
engineering, and mining engineering. 

The Faculty of Architecture offers Bachelor's 
degree courses of five years' duration, awarding 
diplomas to those who have duly completed their 
third year. 

The Graduate School is responsible for the 
organization and supervision of education beyond the 
Bachelor's degree level. Now Master's degree 
courses, each ol two years' duration, are offered in 
several fields. 

The SEATO Graduate School of Engineering 
was founded within the compound and framework or 
Chulalongkorn University on 30 July 1958 under the 
sponsorship of SEATO member states, though plans 
are afoot for its operation as an independent 
Institute. Most of its instructors are foreign per- 
sonnel. Eligible as candidates for admission arc 
those, both Thai and foreign, with a Bachelor's degree 
in engineering. At present, the School offers two- 
year Master's degree courses in three fields: highway 
engineering, hydraulic engineering, and structural 
engineering. 

The Department of Science's Chemistry Institute 
is located within the compound of the Department of 
Scier.:, Ministry of industry. It offers a diploma 
course in Practical Chemistry of three years' duration. 

2. Chiengmai University 

On 29 March I960, the Council of Ministers 
passed a resolution for the founding of the Chiengmai 
University, which would be ready to admit candidates 
m 1964. In the initial stage, it was decided to create 
only three faculties, namely, the Faculty of Humani- 
ties, the Faculty of Science, and the Faculty of Social 
Sciences. Agriculture will be taught in the Faculty 
of Science in its appropriate Section of Agricultural 
Science. The Faculty of Social Sciences will give 
instruction only in business administration or com- 
merce and accountancy at the beginning. Later on 
this Faculty may teach economics, political science, 
law, and sociology as well. 

3. Khonkaen University 

This first north-eastern university is situated at 
Khonkaen in the north-eastern region of Thailand. 
The first batch of students was admitted into the 
University in the academic year 1964. Arrangements, 
however, had to be made to keep them in Bangkok 
for one year, because the necessary buildings were 
not completed in time. In the initial stage, only 
courses leading to the Bachelor's degree in agriculture 
and engineering are being given. However, the 
faculties already established are the Faculty of Science 
and Arts, the Faculty of Agriculture, and the Faculty 
of Engineering. The Faculty of Science and Arts is 
now giving instruction only in science subjects and 
languages in order to lay a concrete foundation for 
the students for their future careers, such as agricul- 
ture, engineering and medicine. Later, the students 
may be able to take degree courses in science. 

4.    University of the South 

A university at present being formed in the 
southern region of Thailand will be known as the 
University of the South. In the initial stage, only 
two faculties are being planned, namely, the Faculty 
of Engineering and the Faculty of Medicine. The 
Faculty of Engineering is being established at the 
University headquarters in Pattani and will be admit 
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ting its first batch of students in the academic year 
1067. Only a four-year Bachelor's degree course in 
mechanical and electrical engineering will be offered 
at this stage. Civil engineering course will be added 
in 1971. The Faculty of Medicine will be established 
:it Songkhla Hospital and is planned to admit its first 
lot of students in 1970. 

In the matter of training facilities for people in 
actual industries such as managers, foremen and 
^killed operatives, the only institution available in the 
country at present is the Thailand Management De- 
velopment and Productivity Centre attached to the 
Ministry of Industry. Details of this Centre have 
been given in the previous chapter. For small-scale 
and handicraft industries, the Small Industry Service 
Institute, at present being organized in the Ministry 
of Industry, will be giving training to their managers 
and skilled workers in the very near future. A plan 
is now being worked out to set up an organization 
to give training to actual industrial workers so as to 
olivate them professionally. 

d.   Sucent or failure in moMUsiitf manpower 

Because active industrialization along with 
mobilization of manpower for industries in Thailand 
has been quite a recent event, it is, therefore, not 
possible to assess results at this stage. However, it 
can be definitely stated that up to now there has 
been no serious shortage of manpower for industries 
in the country. This is due partly to the fact that 
most large industrial enterprises usually import 
experts, technicians and specially skilled workers 
provided by manufacturers or suppliers of machinery 
and equipment into the country. These experts, 
apart from supervising the erection and test run of 
the machinery, usually undertake the training of local 
staff and workers in the running of the plants. The 
aptitude of Thai people for mechanical things often 
helps to make this training easy and of short duration. 
In some cases where many factories of the same 
type are being put up at the same time, such as in 
the case of sugar, spinning and weaving and gunny- 
bag factories, however, there was a temporary 
shortage of skilled workers and some "labour 
snatching" from each other by giving higher wages, or 
other incentives was resorted to. 

VIII.    DtVILOfMINT OP MAJO» INDUSTRIES 

«.   Exñrinf i«4«*rri«s 

As active industrialization in Thailand is com- 
paratively recent, industrial statistics and data are at 
present still very scarce and sometimes unreliable. 
Managers of private factories are often adverse to giv- 
ing facts and figures concerning their factories even 
to industrial officers, for fear of their being used either 
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by their competitors for business rivalry or by Govern- 
ment officials for tax collecting purposes. It is partly 
because of this that the Act on Factories of 1929 was 
repealed in 1960. In the new Factories Act (No. 2) 
of 1960, it is now compulsory for the manager of any 
licensed factory to submit a report regularly showing 
the annual operations and production of the factory to 
industrial officers of the Ministry of Industry. With 
public enterprises, however, operating and financial 
data are readily available; but public enterprises 
account for only a small part of the country's indus- 
trial sector. 

In chapter VI there is some discussion of the pre- 
sent position of some major industries in the country 
and in table 20 the number of registered factories in 
various industries during the last nine years has been 
given. In order to give some idea of the impact 
these factories are making on the economy of the 
country, table 27, giving the gross domestic product 
originating from manufacturing in the country's indus- 
trial sector during the period 1957-1965, is appended 
here. These national income estimates, which were 
prepared by the Office of the National Economic- 
Development Board, are grouped according to the In- 
ternational Standard Industrial Classifications of the 
United Nations. The value added in manufacturing 
shown was estimated from total output of state enter- 
prises, corporations, registered partnerships and other 
private establishments. For government enterprises, 
corporations, and registered partnerships, the value 
added was determined from accounts submitted to the 
Revenue Department, the Comptroller General's De- 
partment and the Planning Office, NEDB. For all 
other manufacturing, the total production was esti- 
mated in different ways depending on available data: 
the quantity of raw material consumed by a manu- 
facture was in some cases used as the basis for esti- 
mating the value added of that manufacture. In other 
cases, production values were determined through 
excise taxes or through employees' incomes. Once 
production values were estimated, the appropriate 
ratios of value added to production were applied to 
each manufacturer. These ratios were derived from 
the financial statements of government enterprises, pri- 
vate corporations and registered partnerships. It will 
be seen from this table that the total value added of 
manufacturing products has been climbing steadily and 
has almost doubled in nine years. 

In order to give some idea of the relative import- 
ance of the public and private sectors in manufacturing 
industries, table 28, showing the gross fixed capital 
formation in the public and private sectors in manu- 
facturing industries for the period 1957-1965, is given 
below. The significance of the private sector in the 
manufacturing field is amply demonstrated in this 
table. It will be noticed that during the past few 
years there has been a marked increase in investment 
in the manufacturing industries from the private 
sector. 
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I Mil I    28       CiKOSS   FIXfD  < \PITAI.   FORMATION   IN    III!    PUBI IC    AND    PR[V\rr    SKIOKS    IN    M \Nl I U I I KINt. 

INIIUSIHIIS,    AI    CURRI NI    PRKIS,    1957    1965 

(million  bahl) 

a )   Public   sector 
b)   Private sector 

Total 

89.3 9<i-2 89.3 64.4 47.J 146.9 255.8 ">XX 3 "'72 4 340. 
1,555.0      1,492.8      1,685 9      1,907.1      2,070.5      2,256 9      3,153.2      3.699.0      3,761.8 

1,650.2       1.582.1       1,750.3      1,954.1       2.217.4      2.512 7 ~  3.44! S       3,9714      4,iof9 

Sonne:   Office of the National Kconomic Development Board. 

The following is a resume of the present status of 
some of the country's major industries: 

1.    Petroleum-refining industry 
At present there are in operation in Thailand 

Ihree oil refineries. The largest refinery is the 36,000 
barrels per day plant at Sriracha on the east coast of 
the Gulf of Thailand, belonging to the Thai Oil Re- 
finery Company (TORC), a private enterprise with 
bucking from the Shell Oil Company. This refinery 
came into operation in September 1964, and is now 
producing the bulk of the country's requirement of 
gasoline, kerosene, jet fuels, light and heavy diesel oils, 
bunker fuel oils, liquidificd petroleum gas, and asphalt. 
The second largest refinery in operation is the 5,000- 
barrels-per-day plant situated on the outskirts of Bang- 
kok and belonging to the Ministry of Defence. This 
refinery has just recently come on stream. It is being 
let to a private company who, under the terms of the 
La se agreement, will operate it for fifteen years before 
handing it back to the Government together with a 
new 15,000-barrels-per-day plant which the company 
is obliged, under the stipulation of the same lease 
agreement, to build immediately at its own expense. 
This 5,000-barrels-per-day plant and the new 15,000- 
barrels-per-day plant will turn out similar petroleum 
products to those produced by the 36,000-barrels-per- 
day TORC refinery. The smallest refinery of the 
trio is the 1,000-barrels-per-day plant situated in the 
district of Fang in the north of Thailand. This 
refinery, which is also owned by the Ministry of De- 
fence, was erected some ten years ago. Unlike all the 
other refineries, which use, imported crude, this small 
refinery uses domestic crude found in the district. In 
fact, the building of this refinery was a direct result 
of the discovery of the small oil deposit in Fang some 
time ago. Unfortunately, the yield of this depo- 
sit at present is very much below the original estimate 
and well under the designed capacity of the refinery, 
resulting in the involuntarily intermittent working of 
the plant. Subsequent explorations in the neighbour- 
ing areas has resulted in some encouraging finds. 
However, it will still need some time and a sizable 
additional investment before these new deposits can 
sjpply the need of this refinery. 

Apart from these three existing oil refineries, two 
so-called asphalt producing plants were approved by 
the   Government   a    little   while   ago.    These   two 

plants will process 7,000 and 3,000 barrels of imported 
crude per day respectively, producing, apart from 
asphalt suitable for road making, some reformates, 
gasoline, kerosene, diesel oils and liquified petroleum 
gas, and in one plant also some lubricating stocks. 
These two plants are both built on the eastern coast 
of the Gulf of Thailand in the Sriracha area. 

With these four oil refineries and two asphalt 
plants in operation there will be enough gasoline, kero- 
sene, aviation fuels and diesel oils produced locally to 
satisfy the country's normal requirement for some time 
to come. The position with regard to heavy fuel oil, 
liquified petroleum gas and asphalt will, however, be 
quite different; serious difficulties will be encountered 
in finding ways and means to dispose of the inevitably 
large surpluses. Petro-chemical projects will have to 
be seriously considered as one way of gelling rid of 
some of these surpluses. 

In the field of oil exploration, the Thai Govern- 
ment in the past has carried out some active investi- 
gation, but without much success. The policy in this 
matter is now to let private enterprises undertake ex- 
plorations under concessions from the Government. 
The first of such concession was granted in 1962 for 
exploration in a certain area in the north-eastern 
region of the country. A second concession was ap- 
proved in 1964, also in the north-eastern region. Up 
to now no drilling has been made in either of these 
areas, the work so far undertaken being confined 
mainly to ground and aerial surveys. Five more ap- 
plications f( r oil exploration concessions are at present 
being considered by the Government. These applica- 
tions cover very wide areas, in the north, north-east, 
east, south, and even in the Gulf of Thailand. 

Large deposits of oil-rich shale exist in the north- 
western area of the country bordering on Burma. 
For some time now a private company has been ex- 
ploring these areas under a concession granted by the 
Government. It has been found that the oil content 
of the shale found in some of these areas reaches a 
very high figure of over 26 per cent, while the lowest 
so far discovered is somewhere around 14 per cent. 
Plans for the working of these deposits have already 
been drawn up by foreign experts working with the 
concession-holder, and only some difficulties concern- 
ing excise duties at present levied on locally refined 
petroleum products remain to block these plans from 
being put into execution. 
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2.    Sugar industry 
Although some sugar consumed in Thailand is 

produced from coconut trees and from palm-trees of 
a certain type, most of the sugar produced in the 
country at present is from sugar cane. For some time 
after the Second World War the amount of cane sugar 
produced in the country was far short of the country's 
requirement and large amounts had to be imported 
from abroad every year. To improve the situation, 
the Thailand Sugar Corporation Limited was created 
thirteen years ago for the sole purpose of encouraging 
the growing of more sugar cane and the production of 
enough sugar for local consumption. This is a pri- 
vate company with a registered capital of 50 million 
baht. Originally it was intended that the Corpora- 
tion's shares should be equally subscribed by cane 
growers, cane sugar factory owners and cane' sugar 
dealers. However, owing to financial difficulties ex- 
perienced by the country's cane growers and, to a 
lesser extent, by the cane sugar factory owners, the 
planned subscription from these two quarters fell well 
short of the target, necessitating financial contribution 
by some government agencies. The Ministry of In- 
dustry, through its Sugar Organization, and the 
Ministry of Economic Affairs together subscribed a 
little less than 50 per cent of the Corporation's regis- 
tered capital. 

Mainly through the efforts of this Corporation 
the country's cane sugar industry has developed during 
the past thirteen years from a small industry, still de- 
pending on imports to make good the large shortage, 
to an exporting industry. The Corporation, apart 
from giving sugar cane growers and cane sugar factory 
owners technical and financial assistance, acts as a 
clearing house foi the locally produced sugar. In 
order to keep the price of local sugar at a reasonable 
level, the Corporation was given the sole right to im- 
port sugar from abroad to make up the shortage. 
Later, when the amount of sugar produced locally ex- 
ceeded the domestic consumption, the Corporation 
made every effort to export the surplus. The Cor- 
poration's efforts in this direction were quite successful 
in spite of the great difference between the local price 
and the world price. 

The amount of sugar produced during the past 
five years together with production figures for some 
other major manufacturing industries are shown in the 
accompanying table 29. In order to understand the 
importance of the increase in sugar production during 
the past few years it must be realized that the 
domestic consumption of cane sugar is at present 
about  150,000 metric tons per year. 

The amount of sugar produced in the country 
became large enough to meet domestic requirements 
for the first time in 1961, and the import of sugar 
from abroad ceased from that year. In 1962, pro- 
duction still climbed and consequently there was quite 
a large amount of sugar left at the end of the year. 
During 1963 production was considerably less than in 

the past year; this was mainly owing to the consider- 
able over-production in 1962 and the consequently low 
price of sugar and sugar cane.    However, production 
in 1963 was still high enough to permit, with the ex- 
cess quantity carried over from   1962, an export  of 
35,000 metric tons of raw sugar  and 5,000 metric- 
tons of white sugar.    Production in  1964 increased 
again  and  reached   167,973   metric  tons which  was 
about 34.3 per cent more than that in the previous 
year.   This increase was due to the low production 
figure in   1963  and the consequently high  price  of 
sugar and sugar cane.    The high price of sugar in the 
export markets at the beginning of 1964, however, 
made it possible to export 33,186 metric tons of raw 
sugar and 8,800 metric tons of white sugar during the 
year.    Because of the unusually high price at which 
the sugar cane farmers could sell their cane in 1964, 
total sugar cane  production  in  the  country for the 
1965 sugar production season became abnormally high 
resulting in a record production of sugar of 319,976 
metric tons which was about 2.5 times the domestic 
consumption.    Great efforts were made to export as 
much as possible of the huge surplus.   Considerable 
difficulties were encountered because the world market 
price during the year was very low.    However, with 
the help of subsidies from cess money, exporters were 
able to export altogether about 58,000 metric tons of 
raw sugar and 25,000 metric tons of white sugar, 
leaving about 87,000 metric tons still to be disposed 
of in the following year.    In  1966 (December 1965 
to April 1966), the total production in the country 
was considerably lower than  in  the previous year, 
amounting to only 265,400 metric tons.    It is, how- 
ever, still about 100,000 tons more than the country's 
present consumption.    During 1965 the Government 
of Thailand applied to the Government of the United 
States of America for a raw sugar export quota to 
the United States and received an allocation of 15,468 
short tons per year for the six-year period beginning 
in 1966.  Up to now, 5,000 metric tons of white sugar 
and 43,650 tons of raw sugar, including the 15,468 
short tons to the United States, have been exported 
this year. 

Due to the rather high guaranteed price of sugar 
cane and the small size of the country's sugar factories, 
the cost of production of sugar in Thailand is stili 
very high compared with world market price. Exports 
so far have been made possible by giving subsidies to 
exporters from cess money collected from cane sugar 
producers. From October 1966 on, the collection of 
cess money will no longer be permitted by law, and 
the sugar industry will henceforth have to fend for 
itself as best as it can. 

The recent establishment of sweetened con- 
densed milk factories in the country will help by con- 
suming a sizable quantity of locally produced sugar. 

3.    Gunny-bag industry 
This industry started in Thailand in 1952, four- 

teen  years  ago,  when the first gunny bag factory 
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situated in Nondhaburi, just outside Bangkok, and 
owned by the Government, started operation. The 
capacity of this factory at that time was only about 
2 million bags per year. Great difficulties, mostly 
due to strong competition from imported products, 
had to be fought by this "pioneer" plant. The next 
two years saw the establishment of two more factories, 
one at Nakorn Rajsrima in the north-east and another 
at Saraburi about 115 kilometres north of Bangkok. 
Both these factories are now owned by the Govern- 
ment. The combined production of the three factories 
so far established, increased steadily from 3,464,021 
hags in  1956 to 10,816,000 bags in 1962. 

The fourth factory was erected in Rangsit Dis- 
trict, about 40 kilometres north of Bangkok, and came 
into operation in 1963. The capacity of this factory 
is 15 million bags per year. Formerly it was privately 
owned, but in 1965 it became the property of the 
Government. 

From 1963 to the present, four more factories 
have come into operation making the total number 
of factories now working eight, four of which are 
government-owned. It is estimated that all the eight 
factories will produce in 1966 a total of over 49 
million bags. At the same time, four more factories 
with a total capacity of 20 millions bags per year are 
now being built. When all the twelve factories are in 
full production it is estimated that the combined pro- 
duction may reach a high figure of 95 million bags 
[icr year which is about twice the country's present 
requirement. 

Gunny bags are required in Thailand mainly for 
nee, maize, sorghums, castor and other oilseeds, 
tapioca chips and meal and sugar. At present the 
total requirement is estimated to amount to about 45 
million bags per year. It will be seen from table 29 
that Thailand will be self-sufficient in gunny bags for 
the first time this year. 

Jute and kenaf required for gunny bags, 
especially kenaf, are grown in large quantities in 
Thailand every year, and the large amount left over 
after the requirement of the gunny bag industry is 
met is exported. While the amount of jute grown 
is relatively small when compared with that of 
kenaf, it, nevertheless, contributes significantly to the 
well-being of the gunny bag industry, for it provides 
•he finer and stronger fibres necessary for making 
sewing twine. It is estimated that the production of 
kenaf in Thailand in 1966 will reach a record high 
of 500,000 metric tons. 

4.    Cement industry 

The first cement factory was established in Thai- 
land in 1913, about half a century ago. This factory 
is owned by the Siam Cement Company, a private 
uiterprise. Since 1913, this Company has extended 
its activities enormously. Apart from its first cement 
factory situated on the outskirts of Bangkok, it has 
owned  a  second  and  much  larger cement  plant  in 

Tha Luang District, Saraburi Province, for a number 
of years now, and in 1964 started building its third 
cement plant, this time in Tung Song in the southern 
part of the country. It also owns a small blast 
furnace and steel making plant in Tha Luang District. 
The Concrete Products and Aggregate Company, one 
of its subsidiaries, has for some years been producing 
and marketing many types of conerete construction 
materials, such as precast concrete products, which 
includes plain and steel-reinforced cement pipe, pre- 
stressed concrete products including foundation'piles, 
hollow concrete piles, telegraph and electric poles, 
fence posts, bridge girders, floor elements, and flat 
slabs. Corrugated asbestos fibre cement roofing 
sheets of the ordinary type as well as the popular 
twin corrugated type, plain ceiling boards, wire-mesh 
reinforced wall boards (used in place of timber and 
brick wall in house construction), and low pressure 
asbestos cement pipe for water supply have been 
produced for some time now by the Siam Fibre- 
Cement Company, another subsidiary of the Siam 
Cement Company. 

Apart from the three cement factories owned by 
the Siam Cement Company, there is another cement 
plant which was first put up by the Irrigation Depart- 
ment to provide cement for the construction of the 
Department's Yanhee dam. This plant, which is 
situated in Taklee District, Nakorn Sawan Province, 
in the northern part of the country, is owned by the 
Jolapratarn Cement Company, a private enterprise. 

Since the establishment of the first cement factory 
in the country in 1913, cement production has 
climbed steadily all the time, except during the 
Second World War. The combined production of all 
the factories passed the one million ton mark for 
the first time n 1963, and in 1964 the production 
increased by 46,565 metric tons or about 4.6 per 
cent over that in 1963. In 1965 production climbed 
further to 1,247,998 metric tons, with an increase of 
nearly 18 per cent over that of the previous year. 
When the new factory at Tung Song in so-ithern 
Thailand comes into operation in November 1966, 
the cement supply in the country will increase by 
1,000 metric tons per day. It is expected that the 
total production will reach two million tons in the 
next few years. 

Thai cement was first exported as far back as 
1917, when it was sold to Singapore, Penang and 
Malaya. Since 1953, the export of locally produced 
cement has become more extensive. In 1961, an 
international tender of 120,0'K) tons to the Republic 
of Vietnam was awarded to the Siam Cement Com- 
pany. 

5.    Textile industry 

This industry became more active after the end 
of the Second World War, spurred on by the great 
shortage of textile products during the war. How- 
ever, during the first decade after the war, the local 
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textile industry was very much hampered by imported 
products. The Ministry of Industry, realizing the 
importance of the textile industry to the economy of 
the country, made great effort to assist the industry 
in all possible ways durine those tryng years. From 
1959 onward the industry has made great progress 
resulting in great savings of foreign currencies which 
would otherwise have been used for import«. 

During the war, the number of spindles in the 
country totalled only some 10,000. By 1961, the 
number of spindles had increased to 92,516 and the 
colton yarns produced by them during the year 
amounted to 10.395 metric tons. During the next 
two years the number of spindles had increased by 
19,040 making a total of 111.556 spindles in 1963, 
and the amount of cotton yarn produced in 1963 
climbed to 13,493 metric tons. By the end of 1965 
the number of spindles had reached 227,796 and the 
cotton yarns produced during the year was estimated 
to be 29,303 metric tons. During 1966, 64.800 
more spindles will come into operation and in the 
next two years 30,400 more will be added making 
a total of 322,996 spindles by the end of 1968. For 
synthetic fibre yarn, there were altogether 9,600 
spindles in operation at the end of 1965. The 
number of spindles that have been authorized for 
installation during the next three years 1966-1968 is 
29,200. 

At present, enough coarse yarns, 32 counts and 
b<;low, are being produced in the country and imports 
of them are no longer permitted. With more and 
more spindles being used to produce finer yarns, 
above 32 counts, it is expected that Thailand will be 
self-sufficient in cotton yarns in the very near future. 
Most of the yarn produced locally is used in the 
enterprises' own weaving mills, and only a com- 
paratively small amount is manufactured for sale to 
weaving mills, especially small ones, which have no 
spinning facilities of their own. 

In 1960, the total number of mechanized 
(power) weaving looms in the country totalled 5,080. 
In 1961, this number had increased to 6.963 and 
the cotton fabrics produced during the year totalled 
86,588,452 square yards. By 1963, the number of 
mechanized weaving looms in the country had climbed 
to a total of 8,214 while the total number of hand- 
looms was reduced to 1,060. The production of 
cotton fabrics in 1963 was 140,045,682 square yards. 

By the end of 1965, the number of mechanized weav- 
ing looms had reached 12,020, and the cotton fabric 
produced during the year was estimated to be 
246,000,000 square yards. For weaving synthetic- 
fabric, there were 1,116 looms at the end of 1965. 
The tolal amount of synthetic fabric woven by these 
looms during the year came to about 5.500,000 
square yards. 

Up until only a few years ago, most of the 
cotton fabric produced in the country was grey 
(unbleached) shirting of a rather thick variety, the 
remainder being made up of mosquito netting fabric, 
drill, and the like. The production of white shirting 
and poplins was started only recently. In 1961, the 
production of poplins in the country amounted to 
only 1,858,000 square yards, while imports during 
the year were 44,981,000 square yards. By 1963, 
local production went up to 14,335,000 square yards, 
and imports during the year dropped to 32,854,000 
square yards. Not only had the amount produced 
increased greatly, but the quality of the products had 
improved and finer fabrics suitable for shirt and 
blouse making were being catered for. In the latter 
half of 1963 alone, 3,400 new looms for poplins were 
approved by the Government. 

The production of poplins has been much 
encouraged by the establishment of new and modern 
bleaching, dyemg and finishing plants during the 
recent years. There are at present 12 large bleaching 
and dyeing plants, including those in integrated spin- 
ning and weaving mills, with a total capacity of 
125,000,000 square yards annually. In addition 
there are approximately 100 small establishments. 
Regarding fabric printing, there are estimated to be 
over 100 small printing plants with a capacity totalling 
approximately 40,000,000 square yards per year. 

b.   New industrie« being planned 

Because of the Government's policy of letting 
private enterprises carry out the actual development 
of industries freely, it is not possible to predict cor- 
rectly what new industries are being planned and 
arc going to be developed in the future. Knowledge 
of new industry planning in the private sector is, 
Iherefore, currently limited to those that have applied 
for promotional privileges from the Board of Invest- 
ment. However, the private sector planning group 
organized    recently    by    the    National    Economic 

I ABl I.   29.     PRUDUI HON    IN   SOML   NU J OK   INDUSTRII S, 

1961-1966 

I \/v- 'if indurrv  _  mi 

150,000 
8,842,091 

¿00,284 

1062 

151,344 
10,815,942 

967,475 
109,437 

196 J 

125,031 
23,128,987 

997,231 
140,046 

167,973 
33,511,424 

1,059,136 
189.399 

mi 196« 

Sugar   (metric   tons) 
Ounny bag (pieces) 
Cement  (metric tons) 

319.976 
39,892,310 

1,247,998 
246,000' 

265.4001 

49,147,000* 

Textile   (thousand  square yards)     86,588 

Noie:    ' estimated. 
not yet available 
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Development Board, and already described in chapter 
I,   is   now   initiating   studies   of   planned industrial 
expansion   by   sectors   for   inter ration   in the   next 
national development  plan. 

In the public sector, however, more reliable dala 
are   available for new industrial  projects. They  are 
shown in the accompanying table  30. 

IX.    EXPORT OF MANUFACTURED GOODS 
AND SEMI-MANUFACTURES 

o.   Present bo la nee of trade 

The following table 31 shows Thailands total 
exports, imports and balance of trade during the past 
eleven years 1955-1965. from this table it can be 
definitely stated that the country's balance of trade 
during the past decade has been very unfavourable, 
total imports exceeding total exports by a con>idcr- 
able margin every year. In fact, this unfavourable 
trade balance has continued without break since 1952. 
The reason for this trade imbalance is said to be owing 
mainly to Thailand's increasing need of imported 
capital goods for its stepped-up development. The 
lower prices obtained during recent years for exported 
commodities is another important factor. Since 
about 90 per cent of exports from Thailand are in 
the form of primary products, these lower prices 
makes the total exports of the country lise very slowly 
inspite of great efforts to export ever-increasing quan- 
tities each year. 

T\BI l   31.    Torn   txi'uiiis.  IM pox is   \\I>  H\I\N(I 

Ol     IKM)1.    I 955 I 96 S 

(million hahl ) 

Total eifert /'<>/.(/ ¡nifin H.ll.ltl.r •..'  .w,/,            » ,,,,, r<l,,„,Jge 
War III i.'l (II „1 m 

1955 7.12(1.5 7.502 6 382.1 5.4 
1956 6,923.2 7,655.1 7 31 9 10.6 
1957 7.5 39 6 8.5.37.(1 997 4 13 2 
1958 6,446.6 8,237.0 1.790.4 27.8 
1959 7.560.4 8,988 3 1,427.9 18.9 
I960 8.614.3 9,622.0 1.(8)7.7 11.7 
1961 9.997 0 10,287 3 290.3 2.9 
1962 9.529.2 11,503.7 1,974.5 20 7 
1963 9.676 3 12,802 8 3,126 5 32 3 
1964 12.339.2 14,253.4 1,914 2 15 5 
1965 12,940.8 15,218.7 2 277.9 17 6 

Sonne:    Department  of  ("iisloms.   Ministry  of  h ¡nance. 

In spite of the poor balance of trade, Thailand , 
balance of payments during the past decade has 
fortunately been favourable, resulting in stable 
economic conditions in the country. However, the 
country's exports have to depend mainly on a few 
primary products whose prices in the world market 
have been rather unstable lately, and efforts to raise 
the total value of the country's exports, to meet the 
quickly rising imports, have not met with much 
success. The tendency for ocean freight rates to 
increase is another important obstacle to Thailand's 
export drive.   On the other hand, it is expected that 
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the country's need of manufactured products, 
especially capital goods, will continue to climb for 
some time to come. This problem of unfavourable 
balance of trade is now receiving urgent and serious 
consideration by the Government, and committees 
have recently been formed to probe ways and means 
of improving the position. 

b. Principal manufactured and semi- 
manufactured goods exported 

Table 32 shows Thailand's exports classified by 
categories during the last eleven years, 1955-1965. 
It will be noticed that food and crude inedible 
materials constitute the main part of the country's 
export trade, the two categories accounting for over 
91 per cent of the total export. Manufactured goods 
contribute only a very small percentage, from 1.4 to 
5.2 per cent; this is not surprising considering Thailand 
has always been an agricultural country and industriali- 
zation in the country began only a short time ago. 
However, although the part played by manufactured 
goods in the country's exports is still very small, it 
has been increasing appreciably, especially during the 
past few years. Tables 33 and 34 show the principal 
manufactured and semi-manufactured goods exported 
from Thailand during the years 1955-1965. It can 
be seen from these tables that, with only a few 
exceptions, these exports have been increasing con- 
siderably lately. It is expected that these increases 
will become even more marked in the future. 

c. Export-potential industries 

Regarding the development of "export-potential" 
industries, it is the aim of the Thai Government to 
encourage the increasng production of goods that can 
be exported, so as to diversify the country's exports, 
as much as possible. Although no specific industries 
have yet been scheduled for this purpose, it is thought 
that the possibilities are as follows: 

1.    "Promoted" industries 

If these industries are to be of greater benefit to 
the country, their products must also be exported, 
because the local market alone is sometimes too small 
for economical and efficient operation. Moreover, 
the present policy of free trade often creates difficul- 
ties for local entrepreneurs, since a good portion of 
their already small local market is being supplied with 
foreign imported goods. It is, therefore, planned to 
encourage these "promoted" industries to enter 
foreign neighbouring markets as much as possible, so 
as to ensure full production with subsequent lower 
costs. 

2.    Handicraft industries 

Many of the handicraft products at present pro- 
duced in Thailand are popular with foreigners as 
souvenirs and presents. In many cases, however, 
production  is  still   insufficient  to  satisfy   the  large 

demand in foreign markets.    Therefore, there is still 
room for future expansion in this field. 

Apart from the above there are still some other 
manufactured and processed products which could be 
exported or their present export market could be 
further increased. Some well-known local fruits such 
as pineapple, longan and rambutan could be canned 
expressly for export. The sale in foreign markets of 
locally produced sports goods, such as the well-known 
Thai badminton rackets and shuttlecocks, could be 
increased by extensive advertising. 

d.   Standardization and quality control 

At present there are still no specific measures 
for quality control of manufactured goods. However, 
there is in use a basic law for the prevention of 
adulteration of food and medicine. In order to effect 
some quality control of manufactured products in the 
future, the Ministry of Industry is at present actively 
engaged in the revising of its Factory Act so as to 
include quality control as well. Regarding the stan- 
dardization and quality control of exports, a law 
called the "Export Standards Act, B.E. 2503" was 
enacted in  1960 and is still in force. 

1.    Standardization and quality-control law 
for exports 

The Export Standards Act of 1960, as its name 
implies, deals only with exports. It empowers the 
Minister of Economic Affairs to designate any com- 
modities as "standardized commodities" and establish 
standards for them. A "Standards Committee", con- 
sisting of thirteen members and headed by the Under- 
Secretary of State for Economic Affairs, was con- 
stituted by the Council of Ministers, according to the 
provision of the Act, to give advice to the Minister 
of Economic Affairs on matters pertaining to stan- 
dards and to carry out duties concerning these 
standards entrusted to it by the Minister. The Act 
decrees that exporters of "standardized commodities" 
must register with the Office of Standards set up 
under the provisions of the Act and no one who 
has not thus registered shall be allowed to export 
these "standardized commodities". The "standardized 
commodities" before being exported must be 
inspected and must be accompanied by standards 
certificates issued by the Office of Standards. Under 
this Act, no person shall be allowed to operate any 
surveyor business unless authorized by the Office of 
Standards, and a licensed standards inspector is pro- 
hibited from trading directly or indirectly in the com- 
modities the standards of which he has been 
authorized to inspect. 

2.    Organizational structure for enforcing ¡he law 
Under the Export Standards Act of 1960, the 

Minister of Economic Affairs, in the execution of this 
Act, is vested with the power to appoint competent 
officials,    official    standards   inspectors,    standards- 
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certificate issuing authorities, and to issue ministerial 
Regulations fixing fees, and rules and regulations. 
He is also empowered to set up the Office of Stan- 
dards and appoint the chief of this Office, as well 
as the chief of each branch office. 

3. Standards and specifications adopted 

Up to now only ten export commodities have 
been designated as "standardized commodities"; they 
arc salt, castor seeds, maize, kapok fibre, kenaf and 
jute, tapioca (cassava) chips, tapioca (cassava) meal, 
teak conversions, sorghums, and silverware. Appro- 
priate export standards have also been established 
tor these ten commodities; appendices A to J attached 
show these standards. It will be noted that nine out 
of the ten export commodities so far controlled are 
agricultural and forest products. At present work is 
being prepared to declare one more manufactured 
goods, namely, Thai silk fabrics, as "standardized 
commodities". 

4. Manufacturers' associations and other 
organizations collaborating with the Government 

At present there are no manufacturers' associa- 
tions which collaborate with the Government in 
maintaining standards and specifications for products 
in various industries. However, there is a govern- 
ment organization, the Applied Scientific Research 
Corporation of Thailand, which has been set up just 
recently to deal, among other things, with standards 
and specifications, especially of manufactured goods. 
This Corporation, together with the Department of 
Science of the Ministry ot Industry, will endeavour 
to set up appropriate standards and establish proper 
methods of quality control of manufactured products 
in the future. 

X. MEASURES FOR ACCELERATING 
INDUSTRIALIZATION, DIVERSIFYING 
MANUFACTURING, AND PROMOTING 
EXPORTS OF MANUFACTURED GOODS 

a.   Broad strategy of action 

Thailand's broad strategy for accelerating in- 
dustrial development is the encouragement of 
private-sector investment. The Thai Government will 
concentrate on the building and maintenance of 
infrastructure, the promotion of surveys and investiga- 
tions of natural resources, and the provision of technical 
and other assistances to small-scale and cottage 
industries. The Government does not at present 
contemplate undertaking comprehensive planning and 
will not interfere in any way in the operation of private 
businesses. The Government, has, however, initiated 
some measures for quality control as a means of 
encouraging a wider demand for locally manufactured 
products. 

Much of the resources of the Government is being 
spent on infrastructural projects which will facilitate 
private investment. The various policy measures 
adopted and already discussed in previous chapters arc 
designed to create an economic environment conducive 
to private industrial investment. A balanced series of 
public institutions to stimulate both large and small 
private enterprises is being initiated. 

Thailand's economy has advanced satisfactorily in 
recent years without the appearance of critical scarcities 
which would necessitate emergency programmes. In- 
dustrialization is expected to assume an increasingly 
significant role in raising incomes and creating employ- 
ment in future balanced growth. The intensification 
of industrial development planned for the future will, 
however, require greater capital outlay and intensified 
efforts by the Government to maintain and even 
improve the necessary climate for private investment. 

The diversification of manufacturing will be 
encouraged by measures which are compatible with the 
strategy described above. 

The promotion of exports of manufactured pro- 
ducts will be intensified as the production of these 
commodities increases. The Ministry of Economic 
Affairs and the Board of Trade will co-operate closely 
with the Ministry of Industry and the Board of Invest- 
ment in finding suitable measures for expanding the 
foreign trade of the country in this growing and impor- 
tant field. 

b.   External assistance needed 

As Thailand is very desirous of intensifying its 
industrialization, assistance in this direction is always 
welcome from all quarters. Some of the assistance 
that may be given by developed, as well as developing, 
countries concerns the establishment of joint-venture 
industries for the exploitation of raw materials and 
employment of manpower, on a basis of international 
division of labour, so as to overcome the handicap of 
the smallness of the domestic market. Specific in- 
dustries and specific areas for which industrial branch 
agreements are required will have to be discussed as 
occasions arise. Another form of assistance that may 
be given by developed countries is the provision of 
technical know-how and capital, and institutional sup- 
port to entrepreneurs to encourage their investment. 
Developed countries and international organizations 
can also help by providing facilities for fellowships and 
in-plant training for new or planned Thai industries. 
Developed countries can assist the infant industries 
by encouraging the import of some of the manufac- 
tured and semi-manufactured goods into their countries. 
The questions as to when and where these assistances 
are required, and in what form, and for what purpose, 
are being studied by competent officials. When these 
questions have been answered, the intended source of 
assistance will be approached. 
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Appendix A. 

Standards for salt 

1. Terms defined: 
'"Salt" means the salt product of sea water. 

2. The standards requirement for salt shall be as 
follows : 
It shall have a minimum sodium chloride content 
of 88 per cent by weight. 

3. Where salt is transacted on a sample basis, its 
quality, with the approval of the Office of 
Standards, shall not be inferior to that agreed 
upon with the buyers. 

Appendix B. 

Standards for cattar seeds 

1. Terms defined: 
(1) "Castor Seeds" means seeds of Ricinus 

communis whose seed walls have been decor- 
ticated. 

(2) "Sound Seeds" means seeds which are not 
damaged or broken. 

(3) "Damaged Seeds" means seeds which are 
immature, rotten, mouldy or burned by 
fire. 

(4) "Broken Seeds" means seeds broken into 
pieces or depressed and their endosperms 
containing oil. 

(5) "Oil" means oil enclosed in the castor seeds 
in the natural state. 

(6) "Foreign Material" means all matter other 
than castor seed. 

2. The standards requirements for castor seeds shall 
be as follows: 
(1) They shall be sound seeds with maximum 

limits of tolerance for the following admix- 
tures: 
(a) damaged seeds     2.0 per cent by weight 
(b) broken seeds        4.0 per cent by weight 
(c) foreign material    0.5 per cent by weight 

(2) The minimum limit of oil content shall be 
47 per cent by weight. 

(3) The maximum limit of moisture content 
shall be 7 per cent by weight. 

3. Where there are differences or disputes regarding 
sound seeds, damaged seeds, or broken seeds, the 
latest samples provided by the Office of Stan- 
dards shall be used as a basis for determination. 

4. Where castor seeds are transacted on a sample 
basis, their quality, with the approval of the 
Office of Standards, shall not be inferior to that 
agreed upon with the buyers. 

5. Where castor seeds are exported in gunny bags, 
the gunny bags used for packing shall be in good 
and sound condition suitable for export, and 
none of them shall be broken, leaking, patched 
or darned. The mouth of the bags shall be 
tightly sewn across and reverse not less than 
eleven stitches each way with double jute twine. 

Appendix C. 
Standards for maise 

1. Terms defined: 
( 1 ) "Maize" means seeds of Zea Mays shelled 

from the cop. 
(2) "Sound Seeds" means seeds which are not 

immature, damaged, wcevilled, broken, or 
seeds of other colours. 

(3) "Seeds of Other Colours" means seeds 
which are not of the colour agreed upon. 

(4) "Immature Seeds" means seeds which have 
not fully developed. 

(5) 'Damaged Seeds" means rotlen or mouldy 
seeds or those containing no starch. 

(6) "Weevilled Seeds" means seeds damaged by 
weevils or other insects. 

(7) "Broken Seeds" means seeds broken into 
pieces other than damaged seeds. 

(8) "Foreign Material" means all matter other 
than maize. 

2. The standards requirements for maize shall be 
as follows: 
(1) They shall be sound seeds with maximum 

limits of tolerance for the following admix- 
tures: 
(a) seeds of other 

colours 0.S per cent by weight 
(b) immature seeds    0.7 per cent by weight 
(c) damaged seeds      1.2 per cent by weight 
(d) weevilled seeds 0.5 per cent by weight 
(c) broken seeds 0.3 percent by weight 
(f ) foreign material     0.5 per cent by weight 

(2) The maximum limit of moisture content 
shall be 15 per cent by weight. 

3. Where there are differences or disputes regarding 
sound seeds, immature seeds, damaged seeds, 
weevilled seeds, broken seeds or the colour there- 
of, the latest samples provided by the Office of 
Standards shall be used as a basis for determina- 
tion. 

4. Where maize is transacted on a sample basis, its 
quality, with the approval of the Office of 
Standards, shall not be inferior to that agreed 
upon with the buyers. 

5. Where maize is exported in gunny bags, the 
gunny bags used for packing shall be in good 
and sound condition suitable for export, free 
from any smell affecting the quality of the content 
therein, and none of them shall be broken or 
leaking. The mouth of the bags shall be tightly 
sewn across and reverse not less than eleven 
stitches each way with double jute twine. 

Appendix D. 
Standards for kapok fibre 

1.   Terms defined: 
(1) "Kapok Fibre" means natural fibre from 

kapok pod (Ceiba pent andrà). 
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(2) "Ordinary Kapok Fibre" means kapok fibre 
which has been separated from other parts 
of the kapok pod and the fibre is dispersed 
by the processes of spinning and winnowing. 

(3) "Noppen" means kapok fibre in which, 
through the process of spinning but not win- 
nowing, most of the fibre is still clinging to- 
gether. 

(4) "Old Kapok Fibre" means used kapok fibre, 
or brittle fibre, or fibre having a darker 
colour. 

(5) "Foreign Material" means all matter other 
than kapok fibre or parts of the kapok pod. 

2. Kapok fibre shall be divided into two types as 
follows: 
( I ) ordinary kapok fibre 
(2) noppen 

3. Ordinary kapok fibre shall be divided into two 
grades as follows: 
( 1 ) special grade 
(2) first grade 

4. Kapok fibre shall have a natural, creamy-white 
colour, free from foreign material, having moisture 
content not exceeding 12.5 per cent by weight, 
and shall not be old kapok fibre. In case there 
are parts of kapok pod, namely, pods, stalks, 
seeds, the maximum limits of tolerance shall be as 
follows: 
(1) ordinary kapok fibre, special grade: 1.0 per 

cent by weight. 
(2) ordinary kapok fibre, first grade: 2.0 per 

cent by weight. 
(3) noppen:  7.0 per cent by weight. 

5. Where there are differences or disputes regarding 
sound ordinary kapok fibre, noppen, and the 
colour thereof, the latest samples provided by the 
Office of Standards shall be used as the basis for 
determination. 

6. Where kapok fibre is transacted on a sample basis, 
its quality, with the approval of the Office of 
Standards, shall not be inferior to that agreed 
upon with the buyers. 

7. Kapok fibre shall be packed by the following 
method: 
( 1 ) Kapok fibre shall be wrapped neatly with new 

hessian cloth, the ends of which are sewn 
firmly together with jute twine; 

( 2 ) A bale of kapok fibre which has already been 
wrapped with hessian cloth shall be fastened 
lengthwise by steel bands with a minimum 
width of l.S centimetres and a minimum 
thickness of 0.55 millimetre; at least 6 bands. 

8. Size and weight of the bale shall be as follows: 
(1) Size: s.iall not exceed 0.51 cubic metre (18 

cubic feet) and not less than 0.45 cubic 
netre (16 cubic feet). 

(2) I or each net weight of 100 kilogrammes of 
kapok fibre, a minimum limit of tolerance of 
10 kilogrammes is allowed. 

( 3 ) The maximum total weight for packing ma- 
terials shall not exceed 5 kilogrammes. 
This is to be followed, with an exception 
only where the buyers have agreed otherwise, 
and the exporter has so declared in his ap- 
plication for the standards certificate. 

9. The standards inspection shall be made on the 
minimum basis of 10 per cent of the total num- 
ber of bales to be certified. A sample of not less 
than 20 grammes shall be drawn from euch bale 
to be inspected. 

Appmê'n E. 

Sfnàtit for kwwf mni jut« 

1. Terms defined: 
( 1 ) "Kenaf and Jute" means crude fibre of kenaf 

(Hibiscus cannabinus) and jute (Corchoru\ 
capsularis or Curchorus olitorius ) obtained 
by process of retting. 

(2) "Length" means the natural length of kenaf 
and jute. 

(3) "Foreign Material" means all matter other 
than kenaf and jute. 

(4) "Colour" means natural colour of kenaf and 
jute. 

(5) "Softness" means softness of kenaf and jute. 
(6) "Hard Root End" means stiff portion at the 

base of kenaf and jute. 
(7) "Hard Top End" means stiff portion at the 

tip of kenaf and jute. 
2. Kenaf and jute shall be classified into four grades, 

namely: 
(1) "Super" 
(2) "A" 
(3) "B" 
(4) "C" 

3. Kenaf and jute of each grade shall be strong, not 
in the state of putrefaction, and not easily broken, 
and the maximum limit of their moisture content 
shall be 14 per cent by weight. 

4. The grade requirements for kenaf and jute shall 
be as follows: 

Minimum length; 
for grade Super:      1 50 metres 
for grade A 1.00 metres 

and B: 
for grade C: 0.75 metres 
Maximum tolérame for admixture of foreign 
material; 

a. 

b. 

for grad.- Super: 2 
for gr»de A: 3 
for grade B: 4 
for grade C: 5 

per cent by weight 
per cent by weight 
per cent by weight 
per cent by weight 

c. Colour and Softness; 
for grade Super:    sheeny white and very 

soft 
for grade A: white and soft 
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for grade B: grayish  white  and  mo- 
derately soft 

for grade C: dark and slightly soft. 

5. Kenaf and jute of grade Super and grade A shall 
not consist of any hard root end whatever, where- 
as grade B shall not consist of hard root ends of 
more than 10 centimetres in length, and grade C 
can consist of hard root ends of any length. 

6. Kenaf or jute of grade Super, grade A, and grade 
B shall not consist of any hard top end whatever, 
whereas grade C can consist of hard top ends of 
any length. 

7. Where there are differences or disputes regarding 
colour, softness or strength, the latest samples 
provided by the Office of Standards shall be used 
as a basis for determination. 

8. Where kenaf or jute are transacted on a sample 
basis, their quality, with the approval of the Office 
of Standards, shall not be inferior to those agreed 
upon with the buyers. 

9. Kenaf and jute shall be packed in bales bound 
by a rope made of kenaf or jute of one or two 
centimetres in diameter. To bind the bale, fasten 
one end of the rope to one end of the bale first 
and then round up the bale in the form of loop 
totalling 10 to 12 rounds and finish up by fasten- 
ing the remaining end of the rope tightly to the 
other end of the bale. 

10. Size and weight of the bale shall be as follows: 
(1) Size: 48 centimetres in width and 120 cen- 

timei<*es in length with a maximum limit of 
tolerance of 5 centimetres; 

(2) Weight: 180 kilogrammes (including the 
weight of the rope) with a maximum limit 
of tolerance of 5 kilogrammes. 

11. The standards inspection shall be made on the 
minimum basis of 5 per cent of the total number 
of bales to be certified. As regards the inspec- 
tion of colour, softness, hard root end, hard top 
end and strength of kenaf and jute, the latest 
samples provided by the Office of Standards shall 
be used as a basis for i.ispection. 

Appendix F. 

Standard« toe topiec« chips 

1. Terms defined: 
(1) "Tapioca Chips" means processed cassava 

roots (Manihot utilissima, Pohl) which 
have been dried but not ground. 

(2) "Fibre" means the part of cassava roots con- 
taining no starch. 

(3) "Foreign Material" means all materials other 
than tapioca chips, fibre or soil. 

2. Tapoca chips shall have a light colour without 
the mixture of foreign material and an unusually 
strong smell. 

3. Tapioca chips shall be divided into two grades 
and the standards requirements for each grade 
shall be as follows: 
(1) Special grade tapioca chips shall contain 

starch, including carbohydrates which can be 
dissolved in water, not less than 72.0 per 
cent by weight and the maximum limit of 
their moisture content shall be 13.0 per cent 
by weight with maximum limit of tolerance 
for the following admixtures: 
(a) soil:     2.0 per cent by weight 
(b) fibre:   4.0 per cent by weight 

(2) First grade tapioca chips shall contain 
starch, including carbohydrates which can 
be dissolved in water, not less than 70.0 per 
cent by weight and the maximum limit of 
their moisture content shall be 14.0 per cent 
by weight with maximum limits of tolerance 
for the following admixtures: 
(a) soil:     3.0 per cent by weight 
(b) fibre:   5.0 per cent by weight. 

4. Where there are differences or disputes regarding 
colour, the latest samples provided by the Office 
of Standards shall be used as a basis for deter- 
mination. 

5. Where tapioca chips are transacted on a sample 
basis, their quality, with the approval of the Office 
of Standards, shall not be inferior to that agreed 
upon with the buyers and the maximum limit of 
their moisture content shall be 14.0 per cent 
by weight. 

6. Materials used for the packing of tapioca chips 
exported shall be gunny bags which shall be in 
good and sound condition suitable for export, 
free from any smell affecting the quality of the 
content therein, and none of which shall be 
broken or leaking. The mouth of the bags shall 
be tightly sewn across and reverse not less than 
11 stitches each way with double jute twine. 

«WwAvMFwM T9f TOpvMEw 

1. Terms defined: 
1. "Tapioca Meal" means product of cassava 

derived fro« the grinding of cassava roots 
(Manihot utilissima, Pohl), but does not 
include tapioca flour. 

2. "Fibre" Beans the part of cassava roots con- 
taining no starch. 

3. "Foreign Material" means all materials other 
than tapioca meal, fibre, soil and moisture. 

2. Tapioca meal shall be divided into two grades and 
the standards requirements for each grade shall 
be as follows: 
(1) Special grade tapioca meal shall contain 

starch, including carbohydrates which can be 
dissolved in water, not less than 72.0 per cent 
by weight with maiimua limits of tolerance 
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for the following admixtures: ( 7 ) 
(a) soil: 2.0 per cent by weight 
(b) fibre: 4.0 per cent by weight 
(c) moisture:    13.0 per cent by weight (8) 

(2) First   grade   tapioca   meal   shall   contain 
starch, including carbohydrates which can be 
dissolved in water, not less than 70.0 per (9) 
cent by weight with maximum limits of to- 
lerance for the following admixtures: 
(a) soil: 3.0 per cent by weight 
(b) fibre: 5.0 per cent by weight 
(c) moisture:   14.0 per cent by weight (10) 

3. All grades of tapioca meal  shall have a light 
colour without the mixture of foreign material and (11) 
an unusually strong smell. 

4. Where there are differences or disputes regarding 
colour, the latest samples provided by the Office 
of Standards shall be used as a basis for deter- (12) 
mination. 

5. Where tapioca meal is transacted on a sample 
basis, its quality, with the approval of the Office (13) 
of Standards, shall net be inferior to that agreed 
upon with the buyers. 

6. Tapioca meal must be exported in gunny bags. 
The gunny bags used for packing shall be in good 
and sound condition suitable for export, free from (14) 

any smell effecting the quality of the con- 
tent therein, and none of which shall be 
broken or leaking.    The mouth of the bags (15) 
shall be tightly sewn across and reverse not 
less than 11 stitches each way with double 
jute twine. 

Apaana*!* H. (16) 

Standares far task canvmions _ 

1.  Termi defined: 
( 1 ) 'Teak Conversions" means converted timber 

derived from the sawing of teak (Tectona 
grandis), but does not include teak squares, 
Parquet, and veneers for use in the manu- 
facture of plywood. (13) 

(2) "Sap" ii the outer band of the living cells in 
a tree which are engaged in sap conduction 
and food storage.   On the cross section of a 
log, the sap-wood appears in that portion (19) 
between the heart wood and the bark. 

(3) "Heartwood" is that portion of the wood 
between the sap-wood and the pith or heart- 
centre. (20) 

(4) "Pith or Heart-Centre" is the small soft core 
occurring in the structural centre of a log 
around which the growth of a tree is formed. 
It is softer than the surrounding heartwood, (21) 
but the softness has not been induced by 
decay. (22) 

(5) "Wavy Grain" means a wavy growth of the 
fibres usually appearing in flat sawn timber. 

(6) "Curly Grain" means a wavy growth of the 
fibres which ii difficult to plane and to work. 

"Sound Knot" is a knot solid across its face 
and is as hard as or harder than the sur- 
rounding wood to which it is firmly joined. 
"Unsound Knot'* is a knot which is softer 
than the surrounding wood because it con- 
tains decay. 
"Loose Knot" when in an unsound knot, the 
decay is so advanced that the decayed por- 
tion will disintegrate leaving a hole in the 
knot, then the knot becomes a loose knot 
or hollow knot. 
"Bceholcs" are holes in ihc wood caused by 
the larvae of X y lent us ceramica. 
"Small Beeholes": A bechole is called a 
small bechole when the average diameter of 
the hole does not exceed 0.8 centimetre (5/ 
16 inch). 
"Large Bceholcs": A large beeholc has an 
average diameter exceeding 0.8 centimetre 
(5/16 inch). 
"Pinholes" are tiny holes in the wood caused 
by wood-boring insects which mny be in 
clusters or scattered about on the surface of 
the log or sawn pieces. Pinholes are about 
the size of pinheads or smaller. 
"Split" is a longitudinal separation of fibres 
which extends to the opposite face or the 
adjoining end of a piece. 
"Cracks" are caused by surface checks. 
When a crack reaches an advanced stage, it 
causes a permanent separation of wood fibres, 
but the separation does not extend to the 
opposite face or the adjoining end of a piece. 
"Inbark" is the bark enclosed in the stem 
of a tree by later growth. 
"Black Streaks" are lines blackish in colour, 
and are present in some pieces. Black 
Streaks (as differentiated from "Black 
Stripes") are considered a defect because 
.hey indicate the liability to develop into 
cracks. 
"Discoloration" is stain, or variation from 
the natural colour of the wood, caused by 
fungus attack or by oxidation due to long 
exposure. 
"Cut full" means sawing pieces into slightly 
above the nominal size to allow for subse- 
quent shrinkage and further waste in planing 
and dressing. 
"Sawn Square" means really careful sawing 
so that the cross-cut ends and the longitu- 
dinal edges of the pieces are at right angles 
to one another. 
"Bark-Pockets" are marks occuring in pieces 
caused by the loosened inbark. 
"Defect" is a feature natural or induced that 
reduces the economic value of a piece of 
timber by decreasing its strength or affecting 
adversely its working or finishing qualities 
or its appearance, such as: sap, wavy grain, 
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curly   grain,   sound  knots,   unsound   knots, 
loose knots, bochóles, pinholes, splits, cracks, 
inbark,   black   streaks,   discoloration,   and 
bark-pockets. 

2.   Teak  conversions  shall  be  classified  into  eight 
kinds of dimensioned stocks as follows: 
( I ) Boards length   91.44   cm   (3   ft ) 

and up 
width   15.24   cm   (6   in) 

and up 
thickness 1.27 cm ( ' z in) 

up to 5.72 cm (2'-i in) 
(2) Board ends length   15.24   cm   (6   in) 

up  to  under  91.44 cm 
(3 ft.) 

width   15.24   cm   (6 in) 
and up 

thickness 1.27 cm ( ' ¿ in) 
up to 5.72 cm ( '--i in) 

(3) Decks length   3.05   cm   (10 ft) 
and up 

width 10.16 cm (4 in) up 
to 12.70 cm (5 in) 

thickness 5.08 cm  (2  in) 
up to 7.62 cm (3 in) 

(4) Margin pieces     length 2.44 cm (8 ft) and 
up 

width   15.24   cm   (6   in) 
and up 

thickness 5.08 cm  (2 in) 
up to 7.62 cm (3 in) 

(5) Hitches length 2.13 cm (7 ft) and 
up 

width   17.78   cm   (7   in) 
and up 

thickness 12.70 cm (5 in) 
and up 

(6) Planks length   91.44   cm   (3   ft) 
and up 

width   15.24   cm   (6   in) 
and up 

thickness   6.35   cm    (2'/a 
in.) and up 

(7) Hank ends length   15.24   cm   (6   in) 
up to under 91.44  cm 
(3 ft) 

width   15.24   cm   (6   in) 
and up 

thickness 6.35 cm (2Vi in) 
and up 

(8) Scantlings length   15.24   cm   (6   in) 
and up 

width 2.54 cm (1   in)  up 
to under   15.24  cm   (6 
in) 

thickness 1.27 cm (Vi in) 
up to under   15.24  cm 
6 in) 

3. Boards, board ends, planks, plank ends, and 
scantlings, shall be classified into five grades with 
the following names: 
( 1 )  European First Class. 
(2) European   Good   Second   Class   or   Inter- 

mediate. 
(3) European Second Class or Ordinary. 
(4) Indian First Class. 
(5) Indian Second Class. 

4. The standards requirements for each of the grades 
of teak conversions named in 3 above shall be as 
follows: 
A. EUROPEAN FIRST CLASS 

( 1 ) Must be free from sap, heart-centre, 
pinholes in clusters of more than five, 
unsound knots, loose knots, splits, 
cracks, and inbarks. 

(2) In any piece bearing wavy grain, curly 
grain, black streaks, and/or discolora- 
tion, the aggregate length of these de- 
fects together shall not exceed 5 per cent 
of the length of the piece. 

(3) Any piece which is not less than 2.74 
metres (9 ft) in length or not less than 
22.78 cm (9 in) in width and which 
is free from wavy grain, curly grain, 
and discoloration in accordance with 
(2) above, but has black streaks, must 
not have more than one sound knot 
of up to 1.90 cm (•% in) in diameter 
or more than one bcehole of up to 
0.80 cm  (5/16 in)   in diameter. 

(4) Any piece which is not less than 1.83 
metres (6 ft) in length and not less 
than 15.24 cm (6 in) in width must 
not have more than one sound knot of 
up to 1.90 cm (% in) in diameter or 
more than one beehole of up to 0.80 
cm (5/16 in) in diameter, and the 
number of pieces carrying such defects 
must not exceed 5 per cent of the total 
number of pieces of the same kind and 
grade to be certified. 

B. EUROPEAN GOOD SECOND CLASS OR 
INTERMEDIATE 
( I ) Must be free from heart-centre, unsound 

knots, loose knots, splits, and cracks. 
(2) In any piece bearing wavy grain or 

black streaks, or both, the aggregate 
length of these defects together shall not 
exceed 50 per cent of the length of the 
piece. 

(3) In any piece bearing discoloration, the 
length of the discoloration shall not ex- 
ceed 10 per cent of the length of the 
piece. 

(4) No piece shall have more than one 
sound knot of up to 1.90 cm (% in) 
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in diameter or one beehoie of up to 
1.27 cm (Vi in) in diameter. 

(5 ) If any piece which is not less than 10.16 
cm (4 in) in width, contains sap- 
wood, this sap-wood must not be more 
than 1.27 cm (Vi in) in width and 
more than 0.63 cm ('/4 in) in thick- 
ness, and the number of pieces carrying 
such sap-wood must not exceed 10 per 
cent of the total number of pieces of the 
same kind and grade to be certified. 

(6) In any piece which is less than 10.16 
cm (4 in) in width and is free from 
all other defects except sap-wood, the 
sap-wood must not be more than 1.27 
cm (Vi in) in width and more than 
0.63 cm (Vi in) in thickness. 

(7) Any piece which is not less than 1.83 
metres (6 ft) in length shall not con- 
tain more than two sound knots of up 
to 1.27 cm (Vi in) in diameter, or two 
beeholes of up to 0.63 cm (VA in) in 
diameter, or a combination of one 
sound knot and one beehoie of the 
afore-mentioned sizes, and the distance 
between the two defects in each piece 
must be at least half the length of that 
piece. 

(8) Any piece which is not less than 2.44 
metres (8 ft) in length and not less 
than 10.16 cm (4 in) in width, or 
which is not less than 1.83 metres (6 
ft) in length and not less than 20.32 
cm (8 in) in width, shall not contain 
more than two sound knots, or two 
beeholes, or a combination of one 
sound knot and one beehoie, of sizes 
as specified in (4) (irrespective of the 
distance between the two defects). 

(9) Any piece which is not less than 3.05 
metres (10 ft) in length and not less 
than 25.40 cm (10 in) in width shall 
not contain more than three sound 
knots, or three beeholes, or a combina- 
tion of altogether three sound knots and 
beeholes, of sizes as specified in (4), 
but all the three defects must not be on 
the same side of the piece. 

(10) All pieces must have one broad side and 
one edge clear of defects. 

C.    EUROPEAN SECOND CLASS OR   OR- 
DINARY 
(1) Must be free from heart-centre, un- 

sound knots, loose knots, and splits. 
(2) No piece shall have more than two 

sound knots each of up to 1.90 cm (^ 
in) in diameter or two beeholes each 
of up to 1.27 cm (Vi in) in diameter, 

or a combination of one sound knot and 
one beehoie of the afore-mcntioned 
sizes. 

(3) If any piece which is not less th;in 
10.16 em (4 in) in width, contains a 
sap-wood, this sap-wood must not be 
more than 1.27 cm (l i in) in width 
and more than 0.63 cm ('.4 in) in 
thickness, and the number of pieces 
carrying such sap-wood must not ex- 
ceed 20 per cent of the total number of 
pieces of the same kind and grade to 
be certified. 

(4) In any piece which is less than 10.16 
cm (4 in) in width and i> free from all 
other defects except sap-wood, the sap- 
wood must not be more than !.l>() cm 
(% in) in width and more than 0.63 
cm (VA  in) in thickness 

(5) Any piece which is not less than 2.44 
metres (8 ft) in length and not less 
than 10.16 cm (4 in) in width, or 
which is not less than 1.83 metres (6 
ft) in length and not less than 20.32 
cm (8 in) in width, shall not contain 
more than three sound knots or three 
beeholes, or a combination of altogether 
three sound knots and beeholes, of sizes 
as specified in (2), but all the three 
defects must not be on the same side of 
the piece. 

(6) Any piece which is not less than 3.05 
metres (10 ft) in length and not less 
than 15.24 cm (6 in) in width, or 
which is not less than 1.83 metres (6 
ft) in length and not less than 24.45 
cm (10 in) in width, shall not contain 
more than four sound knots or four 
beeholes, or a combination of altogether 
four sound knots and beeholes, of sizes 
as specified in (2), but all the four 
defects must not be on the same side of 
the piece. 

(7) No piece shall have cracks which are 
more than 0.32 cm (Va in) in width 
each and which are more than 30 per 
cent of the length of the piece in aggre- 
gate length. 

D.   INDIAN FIRST CLASS 
(1) Must be free from heart-centre and 

splits. 
(2) In any piece which contains sap-wood, 

this sap-wood must not be more than 
1.90 cm (Y* in) in width and 1.27 
cm (Vi in) in thickness, and the num- 
ber of pieces carrying such sap-wood 
must not exceed 30 per cent of the total 
number of pieces of the same kind and 
grade to be certified. 
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(3) In any piece which contains sound knots 
and/or beeholcs, but no unsound knots 
or loose knots, each of the sound knots 
must not exceed 2.54 cm (1 in) in 
diameter and the aggregate of the dia- 
meters of all the sound knots must not 
exceed 5.OK cm (2 in), and each ot 
ihe bochóles must not exceed 1.90 cm 
( -U in > in diameter and the aggregate 
of the diameters of all the beeholcs must 
not exceed 3.81 cm (I1: in), and the 
total number of such sound knots, or 
such beeholcs, or of a combination of 
such sound knots and such beeholcs, 
must not exceed three. 

(4) Any piece which is not less than 2.44 
metres ( 8 ft ) in length and not less 
than 15 24 cm (6 in) in width, or 
which is not less than 1.83 metres 
(6 ft) in length and not less than 
20 32 cm (8 in) in width, shall not 
contain more than five sound knots or 
five beeholes, or a combination of 
altogether five sound knots and bee- 
holes, of sizes as specified in ( 3 ). but 
all the five defects must not be on the 
same side of the piece. 

(5) In any piece which contains unsound 
knots or loose knots, but no sound 
knots, the diameter of these unsound 
knots or loose knots shall not be more 
than half of that for sound kniMs 
prescribed in  (3) and (4). 

(6) No piece shall have cracks which are 
more than 0.32 cm (1/8 in) in 
width each and which are more than 
40% of the length of the piece in 
aggregate length. 

E     INDIAN SECOND CLASS 

(1) Must be free from heart-centre and 
splits. 

(2) In any piece which contains sap-wood, 
this sap-wood must not be more than 
2.54 cm (1 in) in width and 1.90 cm 
(V4 in) in thickness, and the number 
of pieces cat lying such sap-wood must 
not exceed 50 per cent of the total num- 
ber of pieces of the same kind and 
grade to be certified. 

( 3 ) In any piece which contains sound knots 
and/or beeholes, but no unsound knots 
or loose knots, each of the sound knots 
must not exceed 3.17 cm {VA in) in 
diameter and the aggregate of the dia- 
meters of all the sound knots must not 
exceed 9.52 cm (3% in), and each of 
the beeholes must not exceed 1.90 cm 
(34 in) in diamter and the aggregate 
of the diameters of all the beeholes 

must not exceed 7 62 cm (3 in), and 
the total number of such sound knots, 
or such beeholes, or of a combination 
of such sound knots and sucn beeholes, 
must not exceed four. 

(4) Any piece which is not less than 2 44 
metres (8 ft) in length and not less 
than 15 24 cm (6 in) in width, 01 
which is not less than 1 83 metres (f> 
ft) in length and not less than 20 32 
cm (8 in) in width, shall not contain 
more than six sound knots or six bee- 
holes, or a combination of altogether six 
sound knots and beeholes, of sizes as 
specified in (3), but all the six defects 
must not be on the same side of the 
piece. 

(5) In any piece which contains unsound 
knots or loose knots, but no sound 
knots, the diameter of these unsound 
knots or loose knots shall not be more 
than half of that for sound knots 
prescribed in (3) and (4). 

(6) No piece shall have cracks which arc 
more than 0.32 cm ('.'« in) in width 
each and which are more than 50 per 
cent of the length of the piece in aggre- 
gate length. 

V     The   standards   requirements  for  decks,   margin 
pieces    and    flitches,    which    shall    be    called 
"standard grade", shall be as follows: 
( 1 )  Must be free from sap, heart-centre, unsound 

knots, loose knots, splits and cracks. 
(2) In any piece carrying discoloration, the 

length of the discoloration must not exceed 
5 per cent of the length of the piece. 

(3) No piece shall have more than one sound 
knot of up to 3.81 cm (P/2 in) in diameter 
or one beehole of up to 1.27 cm ( Vi in ) 
in diameter. 

(4) In any piece whioh contains more than one 
sound knot or more than one beehole, the 
aggregate of the diameters of the sound knots 
must not exceed 3.81 cm (IVi in) and 
the diameter of each beehole must not 
exceed 1.27 cm (Vi in), and the total 
number of sound knots and/or beeholes 
together must not exceed two. None of 
these sound knots or beeholes shall be in 
the middle of the edge of the piece. 

(5) AH pieces must have one broad side and one 
edge free of defects specified in (3) and 
(4). 

6. All kinds of dimensioned stocks shall be well 
manufactured, sawn square and free from warps 
or twists, and shall contain no rotting or decayed 
parts, or any pluggings or any attempts to cover 
up defects. 

7. Any piece of any kind of dimensioned stock, 
which is not less than 3.05 metres (¡0 ft) in 
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length, is ben!, the maximum deviation of the 
most bent part from the straight line drawn be- 
tween the two ends of the piece musi not exceed 
2 54 cm (1  in) 
All decks and margin pieces shall be cut full, 
allowing 0.32 cm (w* in) both in width and 
thickness for subsequent working. 
Teak conversions of the grades European First 
Class, European Good Second Class or Inter- 
mediate and European Second Class or Ordinary 
sh »II be sawn parallel to the general direction of 
the grain of the log. If they are sawn obliquely, 
the obliquity to the general direction of the grain 
must not exceed 10 degrees when the width of 
the piece is considered. 
For the assessment of defects value, the following 
rules shall be applied: 
( I ) unless otherwise specified in this Standarus, 

each of the defects enumerated in 1.(22) 
shall be counted as one unit of defect; 

(2) a bark-pocket shall have a defect value of 
one-third of that of a small beehole; 

(3) an unsound knot or a loose knot shall have 
a defect value of twice that of a soun knot; 

(4) a sound knot or a beehole which occurs at 
a corner and appears on any two sides of 
all grades (except European First Class) of 
teak conversions shall be counted as one 
sound knot or one beehole only; 

(5) the diameter of a knot or a beehole shall 
be the mean of its longest and shortest 
diameters. 

Where there are differences or disputes regarding 
defects, or other characters of teak conversions, 
the latest samples provided by the Office of 
Standards shall be used as a basis for determina- 
tion. 
Where teak conversions are transacted on a 
sample basis, their quality, with the approval of 
the Office of Standards, shall not be inferior to 
the samples or the conditions which have been 
agreed to by the buyers. 

i. Where the teak conversions are to be packed or 
fastened into bundle«, they must be correctly 
packed or fastened with strong and durable 
materials suitable for export. 

dix I. 

Standards tar sorghums 

I.    Terms defined: 
(1) "Sorghums" means grain sorghums whose 

husks have been removed. 
(2) "Sound Grains" means grains which are not 

damaged, weevilled, or broken. 
(3) "Damaged Grains" means rotten, mouldy, 

sprouting or immature grains or those con- 
taining no starch. 

(4) "Weevilled Grains" means grains damaged 
by weevils or other insects. 

(5) "Broken Ciiains" means grains broken into 
pieces other than damaged grains. 

(ft)  "Foreign  Matcri.il" means all matter other 
than sorghums 

2.     1 he   standards  requirements foi   sorghums  slull 
he as follows: 
( I ) They shall he sound grains with maximum 

limits of tolerance for the following admix- 
tures: 
(a) damaged giains    5.0 per cent by weight 
(b) weevilled grain1. 1.5 per cent by weight 
(c ) broken giains S.O per cent by weight 
( d ) unhusked grains 3.0 per cent by weight 
(e)  foreign material    1.5 per cent by weight 

(2) The maximum limit of moisture content shall 
be 15.0 per cent by weight. 

3. Where there are differences or disputes regarding 
damaged grains, weevilled grains, broken grains, 
or unhusked grains, the latest samples provided 
by the Office of Standards shall be used as a 
basis for determination. 

4. Where sorghums are transacted on a sample basis, 
their quality, with the approvai of the Office of 
Standards, shall not be interior to that agreed 
upon with the buyers. 

5. Where sorghums are exported in gunny bags, the 
gunny bags used for packing shall be new Heavy 
Cee gunny bags of the same size and weight as 
those used for packing rice, and shall be in good 
and sound condition suitable for export, free from 
any smell affecting the quality of the content 
therein, and none of them shall be broken or 
leaking. The mouth of the bags shall be tightly 
sewn across and reverse not less than eleven 
stitches each way with double jute twine. 

Appendix J. 

Standards for Thai silverware 

1.     Terms defined: 
( 1 ) "Thai Silverware" means plain silverware, 

niello silverware colour-enamelled silver- 
ware manufactured in Thailand. 

(2) "Plain Silverware" means articles manufac- 
tured from silver metal, other than niello 
silverware or colour-enamelled silverware. 

( 3 ) "Niello Silverware" means articles manufac- 
tured from silver metal and decorated with 
black niello enamel inlay. 

(4) "Colour-Enamelled Silverware" means arti- 
cles manufactured from silver metal and 
decorated with colour enamel inlay. 

(5) "Niello Enamel" means chemical compound 
which contains metal silver to the extent of 
not less than 8 per cent by weight and is 
used for niello enamelling of niello silver- 
ware. 
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( 'S ) "Colour Enamel" means chemical compound 
which is used for colour enamelling of 
colour-enamelled silverware. 

The standards requirements for Thai  silverware 
shall be as follows 
( 1 ) Thai silverware shall be manufactured from 

standardized metal silver, i.e., metal silver 
with not more than 7.5 per cent by weight 
of other metal impurities. 

(2) All parts of Thai silverware shall be strong, 
durable and well finished. 

(3) The niello enamel used in the niello silver- 
ware and the colour enamel used in the 
colour-enamelled silverware shall adhere 
strongly to the silver metal and the inlay 
so formed shall be clean and well finished. 

(4¡ All connections, or joints in Thai silverware, 
no matter in what way they are made, shall 
be strong, durable and well finished. 

(5) The enamel inlay of Thai silverware shall 
be clear, distinct, and well finished. 

(6) Thai silverware shall be in good and sound 
condition and shall not be damaged in any 
way. 

3. Where there are differences or disputes regarding 
the stipulations in 2(2), (3), (4), (5), or (6) 
above, the latest samples provided by the Office 
of Standards shall be used as a basis for deter- 
mination. 

4. Where Thai silverware is transacted on a sample 
basis, its quality, with the approval of the Office 
of Standards, shall not be inferior to that agreed 
upon with the buyers. 

5. Thai silverware shall be well wrapped and packed. 
The wrapping used shall be of clean material 
which shall not cause tarnish to the wrapped 
Thai silverware, and the packing employed shall 
be strong enough to give full protection from 
damage to the Thai silverware. 
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A COUNTRY STUDY ON THE REPUBLIC OF VIETNAM 

I.    PLANNING AND PROGRAMMING FOR 
INDUSTRIALIZATION 

a.   Brief history of industrial planning and 
programming 

A central planning organization has been in 
existence since 1948. Before 1955, it constituted 
part of various ministries which were successively 
called the Ministry of Economic Affairs and Planning 
(1949), the Ministry of Public Works and Planning 
(1950), the Ministry of Planning and Reconstruction 
(1951), the Ministry of Finance and the Economic 
Affairs (1952), the Ministry of Planning and Re- 
construction (1954), and the Ministry of Finance and 
Planning (1955). 

Finally, by a presidential decree dated 14 
November 1955, the General Directorate of Plan- 
ning was set up and attached to the Executive Office 
of the President of the Republic. 

Some modifications have since been made to the 
original structure of the General Directorate of Plan- 
ning. From 1 November 1963, it has been 
attached to the Office of the President of the Council, 
and recently H was placed under the authority of the 
Deputy Prime Minister responsible for Planning. 

The General Directorate of Planning has drawn 
up two five-year plans, each of which made some 
provision for industrialization programmes. The aim 
of the first plan (1957-1961) as regards industries 
was to develop those industries processing local pro- 
ducts, so as to expand industrial production by 25 
per cent in five years. 

The aim of the second plan is to develop basic 
industries, at the same time pursuing the long-term 
objectives of the first plan. 

b.   Machinery for planning 

In accordance with the presidential decree No. 
157 of 14 November 1955 and an arrêté of 
25 January 1956, the General Directorate of Planning 
consists of the following agencies, headed by a 
Director-General: 

Administrative Service 
Directorate of Studies and Planning 
Directorate of Technical Assistance. 

Co-ordination and Control 
Group of Experts and Assistants. 

Note: The exchange rate used in this study is US$1 = 
60 piastres. 

The Directorate of Studies and Planning is 
divided into three sections, known as the Service 
of Economic Studies, the Service of Technical Studies 
and the Service of Social Studies. Each section is 
in turn divided into two bureaus. 

The Directorate of Technical Assistance, Co- 
ordination and Control is made up of the Technical 
Assistance Service and the Service of Co-ordination 
and Control. 

The Group of Experts and Assistants is com- 
posed of national experts appointed by the President 
of the Republic and foreign experts assigned by 
international organizations. 

The Directorate of Studies and Planning is 
headed by a director and acts through its three 
services and six bureaus. The task of the Directorate 
is to study the following subjects: 

general economic matters, 
economic aspects of the Plan, 
financial aspects of the Plan, 
the agricultural development plan, 
forest, fishery and livestock matters, 
secondary industries, 
the industrial development plan, 
the handicrafts development plan, 
related matters, 
transportation (land, sea, and air), 
power (electric, hydro-electric, fuel, etc.). 
multi-purpose projects, 
questions relating to medical assistance, 

education and social work 
social security, 
salaries and wages, 
vocational training and guidance, 
distribution of manpower and full employment. 

The Directorate of Technical Assistance, Co- 
ordination and Control deals with the following 
matters: 

documentation on technical training; 
training fellowships; 
preparation of report to the National Fellowships 

Commission and implementation of the 
Commissions' decisions; 

assessment of results obtained from technical 
training and fellowships; 

liaison with national and international organiza- 
tions on matters of technical assistance; 

study and implementation of technical assistance 
programmes arranged through agencies of 
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the United Nations, the Colombo Plan, and 
bilateral agreements; 

representation at international technical con- 
ferences; 

liaison with various departments in studying 
the programmes and projects; 

co-ordination of these programmes; 
inter-ministerial meetings, aimed at harmonizing 

projects; 
supervision of project implementation; 
study of work projects requiring the participa- 

tion of the Director-General of Planning. 
The Director-General is also assisted by a group 

of experts and assistants made up of Vietnamese 
experts and experts assigned by international organiza- 
tions. The Vietnamese experts are appointed by the 
President of the Republic upon the recommendation 
of the departments or directorates concerned, as re- 
presentatives of these departments and directorates in 
the group. 

II.    INDUSTRIAL  POTENTIAL 

a.   Industrial feasibility surveys 
There has as yet been no general census of 

industries but partial sample surveys have been 
undertaken by various national organizations. 

1.    Manpower survey 

A survey programme aimed at gathering together 
information on the manpower situation has been 
drawn up and carried out by the Ministry of Labour. 
The surveys were carried out in 1957, 1960 and 
1961 in the public and private sectors, covering 
workers in commercial and industrial enterprises in 
Saigon and in the provinces, and also civil seivants 
and plantation workers. 

The survey principles and methods were formu- 
lated in collaboration with the National Statistics 
Institute (NSI) and the ILO. Three main lin.:s of 
procedure were adopted: 

a   systematic  survey   of   all   enterprises  having 
more than ten workers; 

a simple survey of enterprises paying a licence 
fee of 200 piastres or more; 

an estimate of the number of workers in enter- 
prises   paying   a   licence   fee  of  less  than 
200 piastres. 

According  to these  surveys,   33,760 enterprises 
in the capital are classified as follows: 

2,003 enterprises with more than ten workers; 
22,424 enterprises paying an annual licence fee 

of more than 200 piastres; 
9,333 enterprises paying an  annual licence fee 

of less than 200 piastres. 

2.    1961 industries survey 

This survey was undertaken by the NSI. The 
sampling method was used for establishments subject 

of fixed licence fees of less than 200 piastres (sample 
rate of 1 in 20 in Saigon and 1 in 10 in the 
provinces). For establishments subject to fixed 
licence fees of 200 piastres or more, the question- 
naires were sent by post. The direct inteiview 
method was used for all the other establishments. 

From the domestic point of view, the aim of 
this survey was to assemble the necessary information 
on the country's economic activities to provide gov- 
ernment and business circles with the basic data 
needed to guide the economy of the country. 

On the international level, it contributed to the 
world programme of basic statistics collection re- 
commended by the United Nations Economic and 
Social Council. 

The survey covered a total of 132,971 establish- 
ments, which corresponded to about 70 per cent of 
the number of licences in the provinces of south 
Viet-Nam, 80 per cent in the delta area of central 
Viet-Nam and 58 per cent in the highlands of 
Central Viet-Nam. 

3. Survey of employment in industry in 1961 

This sample survey of the city of Saigon and 
the provinces was also undertaken by the NSI. The 
method used varied according to the size of the 
enterprise: small and medium-scale enterprises were 
surveyed by direct interview and large enterprises 
were dealt with by sending questionnaires through 
the post. 

The sample rate also varied according to the 
size of the enterprise. Firms employing more than 
ten persons were subjected to a systematic survey 
and the others were selected at rates varying from 
1 in 5 to 1 in 20. 

4. Survey of employment in industry in 1964 

This survey was carried out in Saigon and Gia- 
Dinh. The methods used were those of direct 
interview and of sending questionnaires through the 
post. All the enterprises engaged in the various 
branches of economic activity in the city were ap- 
proached, and all replied. 

5.    Three-monthly surveys of industrial production 
in Viet-Nam 

These sample surveys have been made every 
three months since 1963. Questionnaires are distri- 
buted by survey offices or sent by post. 

The number of firms covered in the sample 
is of the order of 200, belonging to branches 1, 2, 3, 
4 and 5 of the International Standard Industrial 
Classification (ISIC). These firms account for 75 
per cent of the country's total industrial production. 

The surveys are designed to provide information 
on production, so that the index of industrial produc- 
tion may be calculated. 
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6.    Industry census 

Within the framework of the next five-year plan, 
the General Directorate of Planning is carrying out 
a census of industries in order to establish a list of 
priority industries which are to be encouraged. 

b. Resources survey 

Some data on the main agricultural resources 
are shown in table 1, and data on mineral sources 
in table 2. 

TABLE 1.   MAIN AGRICULTURAL RESOURCES, 1963 

Area Production Exports Importi 
Produci (hectares) (tous) (tons) (tons! 

Rice 2,539,000 5,306,000      322,570 
Rubber 145,000 76,200         68,928 
Jute 860 1,300                            Í27 
Kenaf 4,500 3,600              69 
Tobacco 8,000 8,700                         2,510 
Sugar cane 29,600 943,000 
Coconuts 43,800 145 million 

coconuts 
Wood 3,300,300« 364,750 
Groundnuts 35,287 32,186 

Source:   Viet-Nam Statistics Yearbook. 
• Exploitable forest area. 

TABLE 2.   MINERAL RESOURCES:   PRODUCTION, EXPORTS, AND 
IMPORTS,   1963 

(tons) 

Product Production Exports Importi 

Coal 104,090 20,595 
Salt 127,534 12,950* 
Phosphate 70,7 5 5b 

Source:   USOM  Annual Statistical Bulletin 
» Source An-Hoa-Nong-Son 
b 1960 production figure 

c. Infrastructure 

1.    Transport 

(a)    Rood transport 
The situation regarding road development from 

1962 to 1964 is shown in table 3. 

TABLE  3.   PRODUCTION OF  ROAD DEVELOPMENT IN 
VIET-NAM,   1962-1964 

(km) 

Yttr Asphalt Macadam Eatih .1 

1962          4,853 3,566 9,629 .o.mb 
1963          5,166 3,705 10,690 19,561 
1964          5,405 3,739 10,570 19,814 

Source:   Ministry of Public Works 

The length of roads newly asphalted under the 
terms of the second five-year plan has exceeded the 
target by 100 km (5,405 compared with 5,300). 
The Ministry of Public Works anticipates that a 
further 450 km will be added before December 1966. 
As a result of the damage caused by recent floods 

in central Viet-Nam, however, it is feared that a 
large part of this effort will have to be transferred 
to the rebuilding of damaged roads. 
(b) Railways 

The length of railways is of the order of 1,250 
km, and the main line runs from Saigon to Dong-Ha 
(central Viet-Nam). The amount of freight trans- 
ported in 1963 was 398,000 tons and the number 
of passengers 1,368,000. 

In the second five-year plan, emphasis is placed 
on the modernization of cxi ;ting lines, the recon- 
struction of stations and the replacement of steam 
locomotives by diesel-electric locomotives, rather than 
on extending the length of track. 
(c) Air transport 

Air transport is little used as a means of in- 
ternal transport, since its cost is too high compared 
with that of other means of transport. 

Almost all the air traffic goes through Tan-Son- 
Nhat airport, a few kilometres from Saigon. This 
is a category A international airport which can 
receive supersonic aircraft. 

Another objective of the second plan is to 
modernize about twentyfive provincial airfields and 
to extend their sphere of activities. The construction 
of new airfields does not come within the country's 
future economic needs. 

(d) Waterways and sea transport 
The three main seaports in Viet-Nam arc Saigon 

(south Viet-Nam), Touranc (central Viet-Nam), 
and Tan-Chau  (near the Cambodian border). 

Sea transport plays a leading role in the country's 
external trade. In 1962, it accounted for a total 
tonnage of 2,086,000 tons of goods transported, of 
which 90 per cent passed through the port of Saigon. 

Under the second plan, the port of Tourane is 
to be expanded and the equipment and facilities in 
the ports of Saigon and Tourane are to be 
modernized. 

It is estimated that the length of navigable 
waterways was 4,800 km in 1962. Navigation on 
the canals of the south Viet-Nam plain is hampered 
by the annual silting up; with alluvial deposits from 
the Mekong. The second plan provides for dredging 
to remove about 25 million cubic metres of alluvium, 
the excavation of 200 km of new canals in the delta 
region, and the modernization of the signalling system. 

2.    Electric power 

The installed capacity in Viet-Nam in 1964 was 
estimated at about 219,000 kW,  the sources being 
as follows: 

Eight thermal stations 94,000 kW 
Danhim hydro-electric station 80,000 kW 
Private sector 45,000 kW 

Consumption is of the order of 450,106 kWh. 
Three other projects envisaged in the second plan 
are: 



346 INDUSTRIAL   DEVELOPMENTS  IN  ASIA   AND  THE   FAR   EAST 

Danhim (second stage) 
Thu — Due station 
An-Hoa — Nong-Son 

80,000 kW 
33,000 kW 
25,000 kW 

138,000 kW 

It is anticipated that the completion of these 
projects will bring the installed capacity up to 
300,000 kW (excluding the private sector), which 
could mean an annual production of 1,300 X 10* 
kWh. 

III.      INDUSTRY POLICY 

o.   Investment laws and regulations 

1.    Basic legislation 
Before 1963, the presidential declaration of 

5 March 1957 defined investment policy and laid 
down the advantages to be granted to new investors. 
The various terms of this declaration were described 
in a memorandum dated 11 September 1957. 

Since 1963, conditions for private investment 
in Viet-Nam have been fixed by Decree-Law No. 
2/63 of 14 February 1963, which applies to new 
investments by Vietnamese or foreign persons, whether 
individuals or corporate bodies. 

The advantages provided by this Decree-Law are 
granted to the following types of enterprises: 

enterprises whose activities are included in the 
list of priority activities; 
enterprises whose planned investment includes 
actual initial investment expenditure amounting 
to more than 500,000 piastres for agricultural 
concerns or 1 million piastres for industrial and 
other enterprises. 
A commission known as the Investments Com- 

mission is responsible for studying and advising upon 
all matters connected with the execution of Decree- 
Law No. 2/63. 

In particular, it has the following functions: 
to examine investment applications; 
to give its opinion on the advisability of approv- 
ing an application; 
to follow the operations of enterprises which 
have been approved, during the period in which 
they enjoy the concessions; 
to give advice on the interpretation of the pro- 
visions contained in Decree-Law no. 2/63. 
The tax concessions provided for in the Decree- 

Law are briefly as follows: 
exemption from capital duty; 
exemption from duties on loan agreements for 
a period of two years from the time of approval 
under the Decree-Law; 
exemption from payment of the provisional sum 
due as stockholder's tax up until the first dis- 
tribution of dividends; 
exemption from import duties on equipment and 
spare parts; 

exemption from land tax on installations up to 
and including the third year following the 
financial year in which the plant came into 
operation; 
exemption from land tax on crops up to and 
including the second harvest year; 
exemption from area and volume rents for min- 
ing  or  quarrying  operations  up  to  the  third 
production year; 
exemption from taxes on incomes derived from 
trade and manufacture for five years, and on 
incomes derived from agricultural operations 
with deferred yield up to tne second harvest 
year inclusive; 
exemption from stockholders' tax on dividends 
distributed from profits exempted from profits 
tax; 
exemption from stockholders' tax in cases where 
the capital is increased by incorporating re- 
serves; 
exemption from tax on the salaries and wages 
of technicians for a period of two years; 
exemption from provisional reserves. 
Other advantages of a general financial nature 

provided in the Decree-Law are: 
the principle of non-nationalization; 
the principle of non-discrimination; 
the   remittance   of  profits   and   withdrawal  of 
capital; 
additional amortization. 

2.    Other pertinent laws and regulations 
(a)    Control of capital issue 

Capital issue is regulated by Vietnamese law, 
which authorizes the formation of companies of the 
following types: 

Associations of persons: 
General partnerships 
Sleeping partnerships 
Private companies 

Associations of capital: 
Limited companies 
Partnerships limited by shares. 

General partnerships 
Companies of this type were fairly numerous 

in Viet-Nam until 1953. They had the fiscal ad- 
vantages that the distributed profits were not subject 
to stockholders tax. 

By an ordinance of 31 July 1953, general 
partnerships were grouped together, purely for taxa- 
tion purposes, with associations of capital. The 
profits acquired by the partners in a general partner- 
ship are now wholly subject to two schedule taxes, 
the tax on incomes derived from trade and the 
stockholder's tax, and a surtax. 

These taxes are payable by each of the partners 
personally. For that reason, general partnerships no 
longer present any advantage and they have almost 
all been converted into private companies. 
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Sleeping partnerships 
These associations consist of active partners and 

sleeping partners. The active partners, who have 
ideas but little capital, have unlimited liability, while 
the sleeping partners, who have capital, are liable 
only for the amount of capital they provide. 

Under the present circumstances in Viet-Nam, 
this type of company is rather attractive. It allows 
young entrepreneurs to obtain from friends the finan- 
cial means thev need to develop an enterprise. 

Private companies 
The basic legislation on private companies is 

contained in the act of 7 March 1925. 
In a private company, the number of members 

is not limited. It may be as little as two. It is 
worth noting that the members are not engaged in 
trade, as they are in the case of general partnerships. 
If the company goes bankrupt, this does not mean 
that they too go bankrupt. 

In Viet-Nam, there is no law fixing the minimum 
amount of registered capital, but the Investments 
Commission takes the amount of capital provided into 
account in studying the application file. This type 
of company is recommended when the capital is 
from 5 million to 50 million piastres. 

The establishment of a private company involve» 
the following formalities: 

Drafting of the articles. It is recommended 
that an approach be made to the Industrial 
Development Centre or to specialists for draft- 
ing the article. 
Registration of the articles in quadruplicate 
within six months of their date. 
Filing of two original copies of the articles at 
the registry office of the commercial court, the 
other two copies remaining with the directors 
of the company. 
Publication of extracts from the articles in a 
journal of legal announcements. Here again, it 
is recommended that the assistance of the In- 
dustrial Development Centre or specialists be 
sought in drafting these extracts. 
Depositing of two forms at the registry office, 
signed and certified by the directors and accom- 
panied by two copies of the journal in which 
the extracts were published, duly registered. 
Depositing of a notification of existence (com- 
pletion of an official form) and a certified true 
copy of the articles at the Fifth Registration 
Office Companies. 
Depositing of a certified true copy of the articles 
at the Office of Direct Taxation (Corporate 
Bodies). 
Depositing of one copy of the articles at the 
office of the Secretary of State for Finance 
Statistics Department). 

Depositing of one copy of the articles at the 
Office of Control of Direct Taxation (Licence 
Department). 
Request for budgetary registration of the com- 
pany at the Directorate of Taxation. 
Copies of the articles are generally required by 
the company's bank,  the  Post Office  and the 
Prefecture of Saigon. 

Limited companies 
The publishing rules are identical to those 

for private companies. Limited companies issue 
shares which may be of the bearer or registered 
type. The Act of 28 November 1960 stipulates 
that shares held by foreigners in Vietnamese com- 
panies must be of the registered type. Vietnamese 
nationals can purchase either bearer or registrad 
shares, whichever they prefer. 

According to prevailing Vietnamese law, the 
management of a limited company must be carried 
out by a board, which may delegate its powers to a 
managing director. While the board of directors is 
the managing body, it is the general meeting of 
shareholders which is the deliberating body. 

Partnerships limited by shares 
There are no companies of this type in Viet- 

Nam. 

Formation expenses 
Obviously, if a new company obtains the ap- 

proval of the Investments Commission to enjoy the 
concessions provided for in the act of 14 Febru- 
ary 1963, the formation expenses will be minimal. 
They will nevertheless be higher for a limited company 
than for a private company. 

As an illustration, below is the approximate 
amount of duties and expenses involved in establish- 
ing a private company which has not received the 
approval of the Investments Commission and whose 
assets are contributed entirely in cash. 

Capital: 25,000,000 piastres in cash 

Articles     U500 

Registration fee for articles   300,000 
Stamps and endorsements on the 

articles        !>710 

Publication     3,500 
Registration in journals    136 
Entry and registration in the Regis- 

ter of Commerce  2,700 
Fees        37,500 

347,046 piastres 

In cases where the concessions provided for by 
the investment law are granted, the duties and ex- 
penses will be as follows: 

Articles           l>*°° 
Registration fee for articles — 
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Stamps   and  endorsements   on   the 
articles        — 

Publication       3,500 
Registration in journals     — 
Entry and registration in the Regis- 

ter of Commerce    2,700 
Fees      37,500 

45.200 piastres 

(b) Import of capital goods 
As a result of the continuing deficit in Viet- 

Nam's balance of trade, the Government has to 
apply a system of control over imports of capital 
goods. 

Any prospective importer must obtain permission 
from the General Directorate of Mining, Industries 
and Handicrafts (Ministry of Economic Affairs) and 
the General Directorate of Trade (Ministry ol Econo- 
mic Affairs). 

Investors whose projects are accepted by the 
Investments Commission are automatically entitled 
to import the capital goods listed in the project, 
after obtaining an import licence. The licence ap- 
plication must be submitted to an approved com- 
mercial bank, which forwards it to the Ministry of 
Economic Affairs. 

As far as methods of financing are concerned, 
three sources are used: private American aid, foreign 
loans (German, Japanese, and so on), and the com- 
pany's own foreign exchange. 

Under the first system, the imports requested 
must be approved by USOM Viet-Nam, and imports 
worth more than US$10,000 must be approved by 
the Office of Small Business, Washington, USOM 
finances imports of equipment only from the restricted 
free world, that is to say, from the free world minus 
the following developed countries: Australia. Belgium, 
Canada, Cuba, Denmark, France, Germany, Italy, 
Japan, Luxembourg, Monaco, the Netherlands, New 
Zealand, Norway, South Africa, Spain, Switzerland, 
Sweden and the United Kingdom. 

Under the second system, the import application 
must be countersigned by the foreign embassy con- 
cerned (Germany, Japan, and so on). 

If the final user of the imported goods himself 
provides the foreign exchange, he can import directly 
from the foreign supplier without going through a 
commercial importer. 

Five-sevenths tax. A national defence and 
economic development tax was introduced by the 
Decree-Law of 29 December 1961. This tax is 
equivalent to five-sevenths of the value of fund 
transfer operations at the official rate The American 
dollar would thus be equivalent to 60 piastres instead 
of 35 piastres (officiai rate). 

(c) Location of industrial enterprises 
There is no fixed location for industrial enter- 

prises.    Industrial sites are chosen taking into account 

the   transport   of   raw   materials,   finished   products, 
workers and so forth. 

Nevertheless, the Government has established a 
number of industrial districts at An-Iloa — Nong-Son, 
Bien Hoa and Thu-Duc, to assist the development of 
certain industries. 

(d) Licensing of  factory  establishment 
If a factory is to be established in an industrial 

district, the licence is issued by the district's ad- 
ministrative body. Outside these districts, industrial 
installations arc divided into three categories (Decree 
No. 35 BKT ol 18 February 1959): 

Class  I dangerous establishments 
Class 2 noxious establishments 
C'ass 3 non-noxious establishments 
The licence request must be submitted to the 

local government (mayor, provincial chief etc.) to- 
gether with two plans, one on a scale of 1:100 and 
the other on a scale of 1:10,000. The local govern- 
ment carries out a commodo el incommodo enquiry 
within a time limit of three months for establishment« 
of class 1, two months for class 2 and one month 
for class 3. The decision can be made by the local 
government authorities if the establishment concerned 
falls into class 2 or 3. For establishments in class 1, 
the documentation and the results of the commodo 
et incommodo enquiry must be forwarded to the 
Ministry of Economic Affairs for a decision to be 
made. 

(e) Control of raw materials 
In the case of local raw materials, there are no 

difficu'ties. If the raw materials are imported, the 
regulations are similar to those for capital goods. 

(f) Control of power supply and transportation 
Power can be supplied by plants attached to 

factories, by Electricité du Viet-Nam, or by the 
various companies exploiting electricity in Viet-Nam. 
The quantity and price depend upon the region 
concerned. 

Transportation prices are controlled by the 
following Orders: 

Order of 28 August 1958 for Saigon-Cholon; 
Order of 25 March 1959 for road transport; 
Order of 23 September 1960 for river transport; 
Order of 21 January 1954 amended by the 

Order of 8 October 1953 for sea transport; 
Order of 27 March 1959 for transport to central 

Viet-Nam. 
The transportation of paddy and its by-products 

is controlled by two Orders of 30 July 1955 and 
8 June 1956. 

(g) Control of import of technical know-how 
The import and payment of technical know-how 

is considered by the Investments Commission for each 
case separately. 
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(h)    Company ¡aw administration 
See section (a) above. 

b.   Condition! foverniitf public •né' privott 
iWTWtllMMf 

1.    Fields of investment open to different types 
of investor 

(a) Public sector 
The Government generally leaves individuals the 

freedom to invest as they wish. Nevertheless, the 
Government itself invests in the following cases: 

to provide certain facilities relating to national 
defense or public utility, such as railways, water 
and power distribution, the construction of low- 
income housing and so forth. 
to establish certain fundamental industries whose 
nature is such as to facilitate present and future 
development of other secondary industries, an 
example of this being the industrial complex 
(mining and chemical) of An-Hoa — Nong- 
Son. 
to satisfy the needs of the population for certain 
essential goods such as coal and cement. 
to take action in sectors of investment where 
private initiative is not yet sufficient or has not 
proved entirely satisfactory for the economic de- 
velopment of the country. 
it is with these consideration in mind that the 
State has participated as principal shareholder 
in a number of enterprises ot an industrial nature 
such as textile mills, air transport organizations, 
paper, sugar and glass works and has contem- 
plated setting up other enterprises. 

(b) Private sector 
The Government encourages private investment. 

See chapter III.A. 

(c) Foreign investment 
Enterprises set up by foreign investors are treated 

the same as Vietnamese enterprises. In order to 
protect small businessmen and for reasons of security, 
however, foreign investors are prohibited by the 
Ordinance of 6 September 1956 from carrying out 
the following types of activities: 

activities of a public utility nature; 
small business occupations normally reserved for 
the deprived class in Viet-Nam; 
The following eleven types of activity: fish and 
meat trade; small wares and grocery trade; char- 
coal and firewood trade; petroleum, gasoline and 
lubricating oil business (excluding import com- 
panies); pawnbroking; trade in cotton fabrics, 
silk (less than 10,000 metres) and thread; scrap 
iron trade; rke milling; trade in cereals; trans- 
portation of passengers or goods by motor 
vehicles, boats or junks; brokerage business. 

2.    Investment services 

(a) The Industrial Development Centre 
(IDC) was established on 16 November 1957 as 
an autonomous public body having legal status. The 
task of the Centre is to promote the industrial deve- 
lopment of the country. It does this by promoting 
the expansion of existing enterprises and the establish- 
ment of new enterprises by providing them with 
technical and financial assistance. It also manages a 
number of public and semi-public enterprises. 

(b) The Financing Company for the Develop- 
ment of Industry in Viet-Nam (FCDIV), was 
established on 7 November 1961 The function of 
the Company is to contribute to the formation and 
development of private-sector industries in Viet-Nam 
by supplying them with capital. For that purpose, 
the Company has been authorized to issue medium- 
and long-term loans, to participate financially in com- 
panies and to provide industrial enterprises with 
technical assistance. 

The creators of the FCDIV intended that 
the Company should act as a development bank 
similar to such private development banks as the 
IFCT in Thailand, the IC1CI in India, the 
CDC in Taiwan and the DBT in Turkey. 

Unfortunately, the financial aid which had been 
promised and which would have allowed normal 
loan operations to be performed has not been re- 
ceived, and the FCDIV has therefore been forced 
to abandon this idea at least for the present, and 
confine its activities to those of an investment com- 
pany. 

As one of its activities, the FCDIV parti- 
cipât s financially in industrial enterprises which 
have been set up and which are seeking new capital. 
Its other activity is to promote industries in cases 
where private initiative is lacking. It endeavours to 
establish new enterprises and continues operations 
until these enterprises are functioning normally, at 
which time it gives the shares over to the public. 

3.    Procedure to be followed by an entrepreneur in 
establishing a new industry 

Anyone wishing to set up a new industrial enter- 
prise or extend the sphere of activity of an existing 
enterprise must complete the formalities described in 
the following sections, 

(a)    Request for agreements in principle 
The prospective investor must submit his request 

to the Ministry of Economic Affairs, together with a 
summarized draft plan indicating the broad lines of the 
project, in order to obtain agreement in principle to 
his investment application. 

(a)    Request for concessions 
After obtaining authorization in principle, the in- 

vestor must draw up a project in accordance with 
forms available at the Industrial Development Centre, 
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40 Nguyen Hue, Saigon.   The forms are then sub- 
mitted (twelve copies) to the Centre. 

One of the functions of the Investments Com- 
mission is to examine investment applications.    The 
composition of the Commission is as follows: 
The Secretary of State for Economic 

Affairs or his representative President 
The representative of the Secretary of State 

for Finance Member 
The representative of the Secretary of State 

for Rural Affairs Member 
The Director-General of Planning Member 
The Director-General of Taxes Member 
The Director-General of the National 

Exchange Office Member 
The Director of the Industrial Development 

Centre Rapporteur 
The application is assessed by the Investment 

Commission according to the following criteria: 
the contribution which the project would make 
to increasing national revenue. 
the utilization of local raw materials, particularly 
farm surpluses. 
the improvement of the balance of payments and 
of the employment situation. 
the degree of technicality and efficiency of the 
project, and its location. 

(c) Import licence application 
See section A.2 (b) above. 

(d) Application for building permit 
Once the entrepreneur has obtained the approval 

of the Investments Commission, he must apply to 
the local government authorities for a building permit. 
(e) Licence application 

The final step which must be taken by the 
entrepreneur is to submit an application to the licence 
office, enclosing the licence fee. 

c.  Custom« duti«* on« tax«« 

1. Customs duties on raw materials and components 
The two basic aims of customs policy in Viet- 

Nam are to improve the balance of trade and to 
protect newly established industries. With these aims 
in mind, the customs tariff was completely remodelled 
by two presidential decrees nos. 19/61 and 20/61 
dated 30 December 1961 and having effect from 1 
January 1962. 

According to the provisions of these decrees, raw 
materials and components are exempted from all 
duties and taxes or are subjected only to a low rate 
of duty. 

Semi-finished products, which require additional 
processing by local manpower, are also subject to a 
low rate of duty. Finished products and items likely 
to compete with locally-produced goods are more 
heavily taxed, while the duty on luxury articles is very 
high or even prohibitive. 

In order to illustrate the present system, two lists 
are given on the following pages showing raw materials 
which are (a) exempt from all duties and taxes, (b) 
subject to an import duty of 15 per cent. 
(a)    Raw materials exempt from all duties and taxes 
Metallurgical ores, slag and ash. 
Mineral fuels: coal, lignite, peat; coke and semi-coke 
of coal, lignite and peat. 
Natural bitumen and natural asphalt, bituminous shales 
and sands, asphaltic rocks. 
Inorganic  chemical  products,   inorganic or  organic 
compounds of precious metals, radioactive elements, 
rare earth metals and isotopes. 
Chemical elements: sulphur, hydrogen, alkali metals, 
mercury. 
Inorganic acids and oxygenated compounds of metal- 
loids: chlorhydric acid, phosphoric acid, sulphuric acid, 
nitric acid, boric acid; sulphur dioxide, phosphorus 
pentoxide, arsenic trioxide. 
Halides, oxyhalides and sulphur compounds of metal- 
loids: chlorides, oxychloridcs and sulphides of 
metalloids. 
Inorganic   metallic   bases,   oxides,   hydroxides   and 
peroxides:   ammonia;   sodium   hydroxide,   potassium 
hydroxide;   oxides,   hydroxides   and   peroxides    of 
strontium, barium, magnesium, etc. 
Metallic  salts  and  peroxysalts  of inorganic   acids: 
fluorides,   chlorides,   chlorites,   chlorates,   bromides, 
iodides, sulphides, sulphites, sulphates, nitrites, etc. 
Fertilizers: natural,  mineral,  chemical  (nitrogenous, 
phosphate, potassium). 
Wool in bulk. 
Fine or coarse hair in bulk. 
Waste of wool and hair. 
Teased wool and hair. 
Crude flax. 
Crude ramie. 
Cotton in bulk. 
Cotton linters. 
Cotton waste. 
Common metals, crude, in ingots and other primary 
forms, their waste and scrap: pig-iron, copper, nickel, 
aluminium, lead, zinc, tin. 
Paper pulp, 
(b)    Raw materials subject to ¡5 per cent import 

duty: 
Some mineral products: iron pyrites, sulphur, graphite, 
quartz, clay, chalk, barium sulphate and carbonate, 
magnesium carbonate, hydraulic cement 
Mineral oils and their distillation products: coal, lignite, 
peat, coke and semi-coke, gas-carbon, lighting gas, tar 
(excluding petroleum oils, petroleum jelly and paraffin, 
on which a heavier duty is imposed). 
Common metals in bars, angles, shapes and sections, 
and solid rods: pig-iron, copper, nickel, aluminium, 
lead, zinc, tin. 
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Oxides and hydroxides of iron and cobalt, oxides of 
tin, lead and titanium. 
Waste of paper and paperboard. 
Cotton thread not put up for retail sale. 

The following lists show how components arc 
affected by the customs tariff. Machinery components 
enjoy the same measures of encouragement and support 
as raw materials. Apart from a number of components 
which are free of import duty, the rate of duty is 15, 
30 or 45 per cent according to the particular case, as 
shown below. 
(a) Components exempt jrom duties and taxes 
Components for all kinds of meters and instruments 
lor measurement, control, regulation and analysis. 
Components  for   radiology   equipment   and  electro- 
medical apparatus. 
Parts for telegraph and telephone equipment. 
Parts for generators, engines and rotary transformers. 
(b) Components subject to 15 per cent import duty 
Components for cycles and motorcycles 
Components  for   steam   engines,  turbines,   engines, 
propellers, pumps and compressors; cylinder blocks, 
crank cases, cylinder heads, piston rings, valves. 
(c) Components subject to 30 per cent import duty 
Components for cutting and sectioning equipment. 
Components for weighing equipment and instruments. 
Motor-car chassis parts. 
(d) Components subject to 45 per cent import duty 

Pistons, sleeves, crank-arms and crank-shafts for 
motor-car and motor-cycle engines. 

Finally, Order no. 43/BTC/BKT/TV of the 7 
January 1963 provides for the items mentioned below, 
imported in parts and assembled in Viet-Nam, to 
benefit from a reduction of 30 per cent on the total 
amount of duties and taxes applied to similar items 
imported complete and fully assembled: 

sewing machine heads, 
casings, transmission  units and accessories  for 

sewing machines, 
radiotelegraphy receivers, radiotelephone re- 

ceive« and radio broadcast receivers, whether or not 
combined with gramophone, 

three-wheeled motor vehicles, 
auto-cycles, 
scooters 
watches,' clocks, alarm clocks, travelling clocks. 

2.    Taxes affecting industry 

The main taxes that an industrial enterprise may 
have to pay are listed below. 
(a) Company registration fee 
1.20 per cent of the declared capital. 

(b) Licence lee 
The licence fee is applied in six categories and 

is made up of four components: 

fixed fee, 
ad valorem lue, 
additional rates, 
accessory tax. 

Funi \re 
Category                                        {fij'lrr.l 

-TZ tulurcm fri" 

1 25,000 - 100,000 
2 8.000 -   20.000 
3 2,000-     7,000 
4 600-     1,800 
5 180 -        500 
6 30-        160 

10 
8 
f. 

4 
1 

The ad valorem fee is calculated on the current 
rental value of the property used for the industrial 
or commercial operation. The fixed fee and the ad 
valorem fee constitute the licence principal. The 
additional rates are fixed annually by the Ministry 
of Finance and are calculated on the licence principal 
(Saigon and provinces: 200 per cent). The accessory 
tux is set at 3.5 per cent of the licence principal and 
is levied on the recommendation of the Chambers of 
Commerce of Saigon and Tourane. 

(c) Production tax 
This tax of 6 per cent affects all production in 

Viet-Nam. It is calculated on the selling price of the 
products. The producer may deduct from the amount 
of tax to be paid, the value of taxes already paid for 
the acquisition of materials used in the manufacture 
of the finished products thus sold. Products intended 
for export are exempt from this tax. 

(d) Tax on built-up property 
This tax is made up the following five com- 

ponents: 
A component proportional to the taxable area: 

0.05 to 0.85 piastres per square metre. 
A component proportional to the rental value of 

the taxable property: 6 per cent of the rental value, 
with a deduction of 25 per cent for costs of disencum- 
brance, management, insurance, maintenance, repair, 
rental risks and taxes. 

Additional rates: 200 per cent of the two above- 
mentioned components. 

Sewerage tax: 6 per cent of the rental value after 
deduction of 25 per cent. 

Refuse collection tax: 3 per cent of the rental 
value after deduction of 25 per cent. 

(e) Tax on land plots 
This tax is made up of three components: 
A component proportional to the taxable area: 

200 to 10,000 piastres per hectare. 
Additional rates- 200 per cent. 
Sewerage tax: 6 per cent of the rental value after 

deduction of 25 per cent. 
(f) Tax on industrial, commercial, agricultural and 

land profits 
This tax is fixed at 16 per cent for private opera- 
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tors or for members of general partnerships,  and 24 
per cent for all other types of company. 

(g)    Stockholder's tax 

The rates of this tax vary according to the 
location of the company's head office. 

In Viet-Nam 
Tax on dividends: 
24 per cent for limited companies, private Com- 

panys  and  partnerships  limited  by  shares. 
18 per cent for non-commercial companies, 

sleeping partnerships, particular partnerships and 
gêner;,! partnerships. 

Per cent 
30 
30 
18 

Tax on percentages 
Tax on attendance fees 
Tax on loan interest 

Out side Viet-Nam 

Tax on dividends 
Tax on percentages 
Tax on attendance fees 
Tax on loan interest 

(h) 

30 
30 
30 
30 

Mortmain tax 

Mortmain tax is levied at one per cent per year. 

(i)    Personal income ta.\ 
Income tax  is  applied in a progressive  manner 

as  follows: 

Annual  income   (piastres) 
1—10,000 

10,001—20,000 
20.001—30,000 
30,001—40,000 
40,001—50,000 
50,001—60,000 
60,001—70,000 
70,001— 80,000 
80,001—90,000 
90,001 — 100,000 

100,001—200,000 
200,001—300,000 
300,001—400,000 
400,001—500,000 
500,001—600,000 
600,001—700,000 
700,001—800,000 
Over 800,000 

Per cent 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
15 
20 
25 
30 
35 
40 
45 
50 

Enterprises which qualify for the concessions 
granted under Decree-Law no 2/63 are exempt from 
certain taxes (see chapter III.a.). 

IV.    MARKET   ANALYSIS AND  SURVEYS 

The Government has not yet undertaken any 
market analysis or surveys. Some private organiza- 
tions have, however, carried out market analyses to 
determine   the   potential   market  before   going   into 

business. The best known private organization active 
in this field is the Viet-Nam Studies Centre, but the 
surveys aie kept secret and it is difficult to learn the 
results. 

V.    MOBILIZATION   OF CAPITAL  FOR 
INDUSTRIAL DEVELOPMENT 

p.   Capitol investment in industry 

I.    Capital formation 

There is a lack of statistics on capital investment, 
but according to an unpublished document prepared 
by the National Revenue Committee (of the Viet-Nam 
National Bank) the gross capital formation in I960, 
1961 and  1962 was as shown in table 4. 

TxHI I     4       (¡ROSS   (M'lIM     lOKMMION.    I960   1962 

(million   plasties) 

«•••tri >im,'tn Vmatt Total 

I960 
Capital   goods      237 3,641 3,878 

Transport  equipment     928 
Machinery    and    other    equip- 

ment        2,950 
Construction  and  works       1,013 1,668 2,681 

Buildings         329 1,616 1,945 
Works        684 52 736 

Total gross fixed capital formation 1.25(1 5,109 6.559 

1961 
(  ipilal    goods      1US 1.719 3.984 

Iransport   equipment      — — 841 
Machinery and other equipment — — 3,143 

Construction and works  1.208 1.569 2,777 
Buildings 390 1,563 1.953 
Works        818 824 

Total gross fixed capital formation 1.473 5.288 6,761 

1962 
Capital  goods     367 5,645 6,012 

Transport   equipment      — — 1,350 
Machinery  and other equipment 4,662 

Construction  and   works   .          . .. I.I 12 1,540 2,652 
Buildings 364 1,530 1,894 
Works        748 10 758 

Total gross fixed capital formation 1,479 7.185 8.664 

According to the same document, the percentage 
of capital formation in relation to national product 
were 10 per cent in 1960 and 1961 and 11 per cent 
in 1962. The two figures should in fact be higher, 
since these statistics do not take account of the work 
carried out by the peasants themselves, such as irriga- 
tion work, the clearing of land and the construction 
of embankments. 

Sufficient data are not available at the moment 
to specify the sectors in which investments are made, 
but an indication can be given (table 5) of the in- 
dustrial investments approved by the Ministry of 
Economic Affairs. These approved investments are 
not necessarily carried out subsequently, however, 
because of the difficulties that the investors encounter 
in practice. 
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1AM i;   5.    INVIVI MI-.NI s IN  INDUSIKY.   1956 1963 

(million piuNtrcs) 

Sriwr                                                                    19%                !•!<•; M.1 1-iV) (/(,./ 

Pharmaceuticals              26 2»         53 65 37.39 87.82 131.37 
Textiles              173.0           38.(1 201.(1 376.0 642.(1 
Food,  beverages and tobacco              3.17         31.85 86.59 33.8 3 46.09 
Metals   and   machinery           6.33        355.111 3154 5 27 37 73 
Klectricity                       12 87         31.00 91.44 26 23 13171 
Chemicals, cement  and  ceramics                      34 50           4 35 20.82 6.46 128.20 
Rubber,  paper,  leather etc           0.29           2 19 2.28 39.39 199 48 

Total             256.44       516.85 491.06 575.00 1,176 SK 

219.61 259.1(1 317.03 
4 39.(1 356.0 120.0 
193.10 26 3(1 69.4 1 

1.53 2.03 18.65 
89') 42 I.9S5.MI 203 16 

64.65 
1 14.60 

45 08 
23.19 

108.57 

17.85 

1.932 41      2.667 38     2.684.67 

2.    Sources of investment financing 
(a) Loans from international organizations 

Up to the present, the Republic of Viet-Nam has 
not received any substantial financial aid from inter- 
national institutions such as IBRD and IMF because 
of the following factors: 

the heavy dependence of Viet-Nam's balance of 
payments and its economic and financial position 
upon external aid; 
the weakness of Viet-Nam's debt-carrying capa- 
city, this capacity being one of the criteria for 
eligibility for IBRD loans; 
the fact that parity between the piastre and the 
United States dollar has not yet been officially 
recognized by IMF" so th:i! Viet-Nam has not yet 
been given the right to draw on the Fund's re 
sources; 
the fact that the persistent deficit in Viet-Nam's 
balance of payments calls for a long-term finan- 
cing remedy, whereas IMF loans are in Fund 
currency for a term of three to five years and are 
intended only to finance temporary deficits in the 
balance of payments. 

(b) Bilateral aid and government loans 
The main countries which have provided aid to 

Viet-Nam are the United States, France, Japan and 
West Germany. 

United States. Economic assistance from the 
United States is provided in two main forms—the AID 
programme and the Food for Peace programme. In 
iddition, the United States makes loans through the 
Eximbank and the Development Loan Fund. Table 6 
shows the amounts of United States aid supplied to 
Viet-Nam from 1954/57 to 1964. 

Between 1956 and 1963, the six principal loan 
allocations   were:   for   defence   US$25   million,   aid 

to projects US$25 million, telecommunications 
US$1,599,000, railways US$5,308,000, water supply 
$4,060,000 and electric power US$3,553,000. The 
rate of interest on these loans is 3 to 4 per cent per 
annum and they are payable over 15 to 20 years. 

Frunce. In I960, Viet-Nam received two loans 
from Fiance, namely, the "Pinay" loan 70 million NF, 
interest rate 3 per cent, repayment in 15 years) lor 
the installation and importation of French capital goods 
for the An-Hoa—Nong-Son industrial complex, and 
the loan of 110 million NF (interest rate 3 per cent, 
repayment in 5 years according to the Assurance 
Credit Francais procedure) to finance expenditure on 
imports of French equipment. 

Japan In 1961, Japan provided a loan of 
US$7.5 million at a rate of 5.75 per cent repayable 
in 7 years for the purchase of capital goods and services 
in Japan, in connexion with the Danhim dam project. 

West (iermany. In 1963, the Federal Republic 
of Germany granted a loan of 15 million DM at a 
rate of 3 per cent, repayable in 12 years, for the pur- 
chase of German consumer goods. A further loan of 
50 million DM was provided for work on the 
An-Hoa—Nong-Son industrial complex. 

b. Structure of the capital market 
A stock exchange has not yet been established 

and capital is provided mainly by loans from banks 
and from two credit institutions, the FCDIV and 
the IDC. 

c. Measures taken to promote savings 
Among the measures taken to encourage private 

savings, mention must first be made of the introduc- 
tion of post office current accounts and savings banks. 
Of particular interest is the savings bank of Saigon 
and the savings bank set up by the Credit Commercial 

I AMI   6.    UNHID STAUS FCONOMK: AID TO VIM-NAM, 1954 57 1964 

(million US dollars.  United States Fiscal Year) 

T ipt òfeii 

Grants        
Loans       
Total economic aid 
AID      
Food for Peace ... 

I9S4/Ì7 nu 7959 I960 1961 Ml l'jfiì 
1964 

ll'rrliminaryi 
Tomi 

I9H-l'ibi 

          773.3 187.3 
1.5 

188.K 
179.1 

9.7 

187.6 
19.5 

207.1 
200.6 

6.5 

169.1 
II.4 

180.5 
169.0 

115 

13 1.4 
132 

144.6 
132 6 

12.0 

143.2 

143.2 
110.7 

325 

187.6 

187.6 
13 3.2 
64.4 

159.3 

159.3 
122.0 
37.3 

1,948.8 

           50.0 95 6 

          823.3 2,044.4 

         783.9 1.831 0 

39.4 213.3 
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du Viet-Nam with capital wholly subscribed by the 
State; the latter bank has introduced the system of 
prize drawing for its depositors. 

Second, mention should be made of Decree-Law 
no. 131-SL/CT of the 21 April 1964, which regulates 
the issue of Treasury bonds with a view to chan- 
nelling private savings towards the public banks. The 
same Decree-Law provides for the Treasury bonds to 
be either in registered or bearer form, but the first 
issue of these bonds was entirely in the registered 
form. These Treasury bonds may be discounted and 
deposited with the commercial banks which, in turn, 
h;ive the power to deposit them with the national bank 
;it 95 per cent of their nominal value. 

In order to encourage the flow of funds towards 
the industrial sector, the Government has proposed 
easing the exchange of agrarian reform bonds for shares 
in public or semi-public industrial companies. 

d. Mobilisation of private capital 

For some years now, the mobilization of capital 
has been deteriorating considerably because of the 
insecurity prevailing in the countryside and the political 
climate in Viet-Nam. 

e. Inflow of foreign capital 

The volume of foreign investments has shown 
u marked fall in recent years, as the following statistics 
show: 

1958—1959      :     1,224.61  million piastres 
1960 322.38  „ 
1961 41.53  „ 
1962 68.02  „ 
1963 43.39  „ 

(Source:    Industrial Development Centre) 

This fall is due mainly to the insecurity and to 
the strict exchange control policy necessitated by the 
chronic deficit in the balance of trade. 

In order to counteract this decrease in foreign 
investment, the Government promulgated Decree-Law 
no. 2/63, which grants various concessions to indus- 
trial entrepreneurs (see chapter I H.a.) 

f. Measures for servicing external public debts 

The servicing of external debts in Viet-Nam 
consists only of loan servicing. In other words, it 
covers quarterly repayments plus interest for loans in 
dollars, and the settlement of annual drafts for loans 
in French francs (also for the partial repayment of 
funds and the payment of accumulated interest). 

The rates and the terms of these loans are 
described below. 
Development Loan Fund loans 

3.5 per cent per annum on loans of: 
US$17,500,000 for 30 years, 
US$12,700,000 for 20 years, 
US$9,700,000 for 15 years. 

Exhnbank loans 
3 pei cent per annum if repayable in US dollars, 
4 per cent per annum if repayable in piastres, on 

a loan of US$50,000,000 for 40 years. 
3.5 per cent per annum on a loan of US$3,300,- 

000 for 32 years repayable in any currency. 
Japanese loans 

5.75 per cent per annum on a loan of US$7,500,- 
000 for 7  years. 

French loans 
3 per cent per annum on a loan of 70 million NF 

for 15 years. 
3 per cent per annum on a loan of 110 million 
NF for 7 years. 

g.   Measures taken to encourage joint ventures 
between domestic and foreign entrepreneurs 

The Government places no restriction on the 
formation of joint ventures. The partners are free to 
establish their own conditions for collaboration. In 
order to facilitate the arrangement of joint ventures, 
the Industrial Development Centre acts as a liaison 
agency bringing together foreign investors and interest- 
ed local parties. 

h.   Public ownership 

The Government plays the role of pioneer and 
pilot in the industrial sector and does not participate 
in financing or management except in cases of neces- 
sity, either to counteract the lack of investment capital 
in the private sector or to promote the sound admin- 
istration of private enterprises which are short of 
management talent. 

At present, there are only five State-owned com- 
panies in Viet-Nam: The Nong-Son Mining Com- 
pany, the Saigon Public Transport Company, the 
State Railway Company, the Tan-Mai Sawmill Com- 
pany,  and  the  Long-Tho  Chalk  Company. 

The policy of the Government is to convert 
some of these companies into mixed-capital companies 
when conditions permit, that is, when private capital 
can replace some of the government capital. 

Nationalization has not yet been applied to any 
industrial enterprises but some firms were taken over 
by the revolutionary Government because of malprac- 
tices, frauds and illicit gains made under the previous 
regime. The companies and stock thus confiscated 
are managed by the Government on a temporary 
basis until such time as they can be sold to the 
private sector. 

For the future, the principle of non-nationaliza- 
tion is guaranteed for fifteen years by article 12 of 
decree-Law no. 2/63. 

If, for some extremely important reason, foreign 
enterprises are nationalized, article 18 of the Decree- 
Law stipulates that compensation for the share con- 
tributed by foreign capital will be immediately trans- 
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fcrable while compensation for the share provided 
by the domestic capital of the foreign entrepreneur 
will be transferable in accordance with the exchange 
regulations in force. 

The policy regarding public ownership is thus 
guvcrncd more by necessity than by the fear of foreign 
influence. 

i.   Remittance of profits 

Enterprises qualifying for the concessions provid- 
ed by Decree-Law no. 2/63 can remit profits in ac- 
cordance with the following provisions: 

Foreign residents and non-residents who have 
invested domestic or foreign capital in Viet-Nam must 
obtain from the National Exchange Oflicc authoriza- 
tion to remit abroad the annual net profit and the 
amount of capital disinvestcd. With regard to profits, 
however, the amount which can be remitted annually 
must not exceed 20 per cent of the amount of capital 
invested at the time the enterprise was formed together 
with subsequent increases of capital. The repatriation 
nf capital is allowed when the enterprise enjoying the 
concessions provided by Decree-Law no. 2/63 has 
been i'i operation for more than five years for foreign 
capital and twenty years for domestic capital. 

These remittances are made: 
(a) up to the amount of capital invested at the 

time the enterprise was formed plus sub- 
sequent increases of capital; 

(b) in the same currency as that in which the 
investment was made for foreign capital, or 
in the currency of the investor's country for 
domestic capital; 

(c) in annual instalments not exceeding 20 per 
cent of the amount of capital invested at 
the time the enterprise was formed plus sub- 
sequent increases of capital. 

j.   Area«  of  industrial   activity  open   to   foreign 
investors 

Sec chapter HI. b. 

k.   Steps taken to encourage foreign investment 
in the country 

See chapter HI. a 

I.   Measures and regulations affecting the import 
of technical know-hew 

See chapter HI. a. 2 (g). 

VI.    INSTITUTIONAL ARRANGEMENTS FOR 
INDUSTRIAL PROMOTION 

Among the important institutions responsible for 
developing the national economy, there are two whose 
main activities are oriented towards development of 

the industrial sector. These arc the Industrial De- 
velopment Centre (IDC), an autonomous public 
body established and given legal status by Decree No. 
478 BKT of 16 November 1957, and the Financ- 
ing Company for the Development of Industry in Viet- 
Nam (FCDIV), a private limited company found- 
ed on 22 November 1%1 by the Professional As- 
sociation of Saigon Banks. 

o.   The industrial Development Centre 

1.    Organization and functions 

The Decree establishing the IDC gives the 
Centre the following tasks: 

(a) to set up and to encourage the establishment 
of new industrial enterprises; 

(b) to give technical and financial aid to existing 
industrial enterprises in order to expand or 
improve their production; 

(c) to advise and guide national and foreign 
entrepreneurs in investment matters and, to 
the extent possible, to give them the in- 
formation they need concerning technical, 
economic and financial questions; 

(d) to carry out studies as requested and to draw 
up projects based on these studies. 

To perform these functions, the IDC has an 
independent budget which is financed from the follow- 
ing sources: 

(a) initial appropriations, subsidies and loans of 
cash and equipment from the national budget 
or the budgets of autonomous public bodies; 

(b) subsidies, advances and loans of cash and 
equipment from foreign aid; 

(c) grants and bequests. 
(d) private loans or investments; 
(c) income of the IDC itself. 

The IDC is governed by a board of directors 
made up of a chairman and five members appointed 
by the President of the Republic each year. Routine 
management is entrusted to a managing director ap- 
pointed by presidential decree. To assist the manag- 
ing director, a technical board is set up, composed of 
experienced experts, a financial and banking expert, 
and on occasions other experts for specific studies. 

Decree-Law no. 2/63 relating to investment 
assigns the IDC the additional role of secretariat of 
the Investments Commission. Very recently, another 
ministerial order dated 14 August 1964 gave the 
IDC responsibility for managing enterprises taken 
over from groups of persons who had been gaining 
wealth through fraudulent practices before the revolu- 
tion of November 1963. 

The structure of the IDC is shown in the follow- 
ing organigram. 
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2.    Activities and results obtained 

(a) Industrial loans 
The IDC specializes in the field of medium- 

term loans (five to seven years), particularly to 
finance purchases of capital goods and sometimes to 
finance construction work. The annual rate of in- 
terest for ordinary loans (or equipment loans) varies 
from 4.5 to 6.5 per cent and that for special loans 
(or loans granted to finance the payment of the five- 
sevenths surtax for national defence and economic 
development) is fixed at 3 per cent. 

The total amount of loans granted during the 
seven years in which the IDC has been operating 
is estimated .it more than a thousand million piastres 
(1,035,051,000 piastres). 

In addition, the IDC has invested capital in a 
number of mixed-capital companies on behalf of the 
Government to a total value of 514,573,677 piastres. 

(b) Industrial information 
Apart from giving information directly through 

consultations and indirectly through replies to 
enquiries received by post, the IDC also endeavours 
to provide entrepreneurs with practical guides to the 
various aspects of industrial operations, such as finan- 

ce, economy, taxation, foreign exchange and legisla- 
tion. These guides are published in three languages 
so that they may be of direct interest to Vietnamese-, 
French- and English-speaking readers. Finally, the 
IDC arranges film shows and seminars on industrial 
management for entrepreneurs, the aim being to ac- 
quaint industrialists with the theory and practice of 
improving industrial productivity. They have been 
enthusiastically received by industry. The IDC is 
considering setting up an audio-visual centre, the maio 
aim of which would be to disseminate more widely 
the concepts and present-day methods of industrial 
management. 

(c) Technical assistance 
Where technical assistance is concerned, the 

IDC prepares industrial investment projects at the 
request of entrepreneurs. This work is carried out 
free or for a token sum. To date, about twenty in- 
dustrial projects have been formulated and placed at 
the disposal of industrialists. 

At the project implementation stage, the en- 
trepreneurs concerned can also obtain technical assis- 
tance from the IDC in choosing a site, calling for 
international tenders, installing machinery and im- 
proving product quality. 
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(d) Secretariat of the Investments Commission 
In   its   role   as   secretariat   of   the   Investments 

Commission, the IDC helps investors to complete 
the required formalities in order to obtain the tax 
concessions provided by Decree Law no. 2 63 of 
14 February 1963. Up to the end of 1964, fifty-six 
requests were submitted to the Commission, which 
approved thirty-one and rejected the remainder. 

(e) Management of mixed-capital companies or 
confiscated enterprises 

The IDC is given responsibility for the tem- 
porary management of certain mixed-capital com- 
panies as well as twenty-six confiscated enterprises. 
The centre will continue to manage these concerns 
until such time as it has completed its study of the 
appropriate means for returning these enterprises to the 
private sector. 

Since the establishment of a stock exchange is 
still at the project stage, the transfer or sale of the 
share certificates will be done by auction. 

Finally, the IDC also arranges the exchange of 
agrarian reform bonds for shares in mixed-capital in- 
dustrial enterprises. 

b.   The Financing Company for the Development 
of Industry in Viet-Nam (FCDIV) 

1.    Organization and function 

The FCDIV was established on 22 Nov- 
ember 1961 as a limited company with a capital of 
200 million piastres, of which the three Vietnamese 
banks contributed 105 million piastres, or 52.5 per 
cent. The board of directors comprises seventeen 
members, three of whom are Vietnamese. 

The aims of the Company are as follows: 
to establish, or to participate in the es- 
tablishment of any Vietnamese or foreign 
companies wishing to engage in industrial 
activities in Viet-Nam; 
to provide these companies with advances, 
loans or financing arrangements; 
to guarantee the sale of shares to the public, 
and to purchase, sell or exchange, on its 
own behalf or on behalf of third parties, 
all shares and debentures cereated or to be 
created by the industrial enterprises in 
which the Company participates; 
in brief, to mobilize private savings and 
various local financial resources and to at- 
tract foreign capital and foreign technical 
know-how with a view to channelling them 
into industrial activities in Viet-Nam. 

For its financial resources other than the 200 
million piastres capital, the FCDIV intends to 
negotiate long-term loans either from government or- 
ganizations or from international institutions. 

With these resources, the Company is required 
to carry out the following financial operations: pro- 
vision of medium- and long-term loans and loans con- 

vertible into shares, participation in capital, arranging 
of guarantees, issue of shares and debentures on'be- 
half of companies, arranging of capital structures on 
behalf of existing enterprises, and so forth. 

Finally, in giving its assistance, the FCDIV 
lakes into account the criteria of a micro economic 
nature, such as profitability and competitive capacity, 
and of a macro-economic nature, such as foreign ex- 
change savings and industrial planning. 

In practice, the Company supplies medium-term 
loans (five-seven years) at an interest rate of 6.4 per 
cent per annum. In other words, the loans given by 
the FCDIV may be regarded as IDC loans avail- 
able from a private organization. 

2.    Residís obtained 
The value of the technical assistance provided 

by the FCDIV to the industrial sector up to the 
end of 1964 is estimated at 341 million piastres, of 
which 139 million piastres was in the form of loans 
and 202 million piastres in the form of capital parti- 
cipation. 

The breakdown of this total of 341 million pias- 
tres was as follows: food industry 121 million, 
textile industry 90 million, oil refining 73 million, 
engineering 40 million, chemical industry 9 million 
and plastics industry 8 million. 

VII.    TECHNICAL TRAINING: 
MANPOWER DEVELOPMENT 

a.   Manpower survey* 
Manpower surveys have, so far, been carried out 

by the Ministry of Labour. The first survey was 
made in 1957 and the second in I960. In both 
cases the sample survey method was used. In 1961, 
a follow-up operation based on more accurate and 
more complete methods and data was carried out in 
the capital and in the plantations. The sections of 
the surveys dealing with industry are quoted in 
table 7. 

T\B1I.   7.      NlJMHIR   Ol    INDHSIRIM     I M Mil ISIIMI N IS   ANI» 

WORKLRS,    I960   AND    l%l 

\i4»tbrr ni f • tubiiyhmrna 
fcnmber nf utirkrr* 

Industry 

3,060 

1961 

3,330 

ItlVI 

Food and  beverages   .. 19,370 
Tobacco        20 

1,060 
20 

1,390 
2,360 

42,000 
Clothing and footwear . 1,940 2,090 6,840 
Wood  and  furniture   .. 1.220 1,120 7,800 
Printina etr  500 SSO 5.I20 
Rubber goods     16(1 9(1 1.190 
Chemical products   .... 400 660 3,970 
Non - metallic      mineral 

products      ( including 
petroleum   and   coal ) 540 720 8.850 

Metal products, machin- 
ery     and     transport 

1,660 1,460 10,110 
Electrical equipment   .. 250 310 1,200 
Other         1.030 1,360 5,090 

Total        11,840 13,130 113,900 

tJKBb 
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The surveys showed also that the proportion of 
workers employed in the industrial sector (including 
small industries) represented only about nine per cent 
of the total number of persons employed in the total 
economic activity in the country. 

b.   Future needs for trained personnel 

It has not yet been possible to estimate the 
needs for trained personnel, as no systematic survey 
has yet been carried out because of the insecurity and 
the lack of qualified staff. Despite these difficulties, 
the General Directorate of Planning made a study in 
l')63 on the need for trained personnel in various 
fields. 

This study was based on the information provid- 
ed by various ministries for the public sector and 
by the professional associations of industry and of 
employers for the private sector. The figures shown 
in table 8 are no doubt open to question but they 
do provide a very rough basis for estimation. 

TABLt 8.    ESTIMATED NLIDS FOR IRAINID PIRSONNIL IN 
THE   PUBLIC   AND   PRIVA 1L   SECTORS  IF  Tilt  PLAN   IS 

PUT  INTO  EFFECT,   1962-1966 

Post and telecommunications     
Food, agriculture, forestry, livestock  . 
Public works and  architecture     
Aviation and navigation  
Pharmacy        
Electricity and electronics 
Mining and metallurgy 
Chemistry      
Science and education 
Textiles        
CJeneral   training.   Polytechnic   College 

of Arts and Crafts    
Higher commercial studies, economics. 

finance and company management  . 
Medicine        
Meteorology      
Statistics       
Bridges and highways and land survey 
Engineering       
Fisheries        
Others   (potteries,   tanneries,   printing 

works  etc.)     

ior slag Technician' 

16 418 
264 257 
154 187 
21 77 
61 29 

147 260 
9 4 

108 176 
69t) 12.506 

73 172 

15 — 

77 151 
109 414 

12 17 
5 16 

27 119 
50 128 

186 389 

183 389 

4,029 15,320 

c.   Treininf programmes planned 

No general training plan has yet been formulated 
but partial plans have been drawn up and launched. 
These plans are all oriented towards the immediate 
needs of the national economy for technicians. They 
promote the training of operatives in public works, arts 
and crafts, electricity and agriculture, as well as 
agronomists, chemical engineers and semi-qualified 
staff. 

The fact that there is no general plan is due to 
the lack of precise knowledge of the actual needs 
together with the lack of security and political stability, 
which make any forecasts of economic expansion 
difficult. 

Nevertheless, a thorough systematic study is 
being made to prepare the way for formulation of 
the third five-year plan, which will begin in 1967 and 
which will place considerable importance on questions 
of manpower. 

d.   Success or failure in mobilising manpower 

The efforts made to mobilize manpower, especial- 
ly at supervisory level, have not met with the anticipat- 
ed success for the following reasons: 

It is difficult to estimate the exact number of 
students abroad, particularly in France, as many 
students change their field of study or speciality 
without advising the Government. 
There is a lack of systematic control of graduates. 
Many of these refuse to return home once their 
studies arc finished. It is estimated that only 10 
per cent of the students return after graduation. 
A large number of qualified personnel are called 
up for military service. 

VIII.    DEVELOPMENT OF MAJOR INDUSTRIES 

Introduction 

No real census of industry as such has yet been 
made in Viet-Nam. The reasons behind this situa- 
tion are, first, the lack of qualified staff to carry out 
such a survey, and, second, the fact that movement 
is hampered by the insecurity and industrial firms are 
not yet able to provide valid data themselves. 

Two types of data are collected by the National 
Statistics Institute (Ministry of Economic Affairs), the 
methods used being as follows: 

Monthly statistics. The Institute records varia- 
tions in the output of a few dozen major industrial 
products by means of information provided either 
directly by the producers or indirectly through govern- 
ment agencies such as the Directorate of Industries 
and Handicrafts, the Excise Duty Office and the 
Directorate of Mining. 

Annual statistics Since 1962, the Institute has 
sent out questionnaires every year to industrial firms 
having a turnover of more than 2 million piastres 
(thus including, of course, enterprises of a small-scale 
or semi-industrial nature). On the basis of the ques- 
tionnaires returned, the Institute then endeavours to 
arrive at the total value of industrial production. 

With this incomplete and summary information, 
the broad lines of the industrial sector in Viet-Nam 
will be indicated below, using as working document« 
the second five-year plan 1962-1966, the reports of 
the Investments Commission, customs statistics pub- 
lications and so on. 
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a.   Existing industrie« 

I.    Present industrial situation 

The division of the country following the 1954 
Geneva agreements deprived Viet-Nam of most of its 
industrial  potential. 

The industrialization programme laid out in 
the first five-year plan ( 1957-1961 ) was quite modest. 
It aimed at complementing the development of agricul- 
ture by setting up industries to process agricultural 
products. It also provided for the local manufac- 
ture of some consumer goods in current use to help 
improve the balance of trade. 

With the exception of a few rare enterprises set 
up since the colonial period, industry has arisen 
mainly from the import trade, with importers becom- 
ing industrialists. Products which were previously 
imported arc now assembled or made up locally. As 
the former importer gains confidence in his new 
sphere of activity and his staff acquires sufficient 
technical ability, the scale of operations carried out 
locally increases. There is a progression from simple 
assembly work involving little technical know-how, 
scant equipment and a low added value, to complex 
manufacturing operations. 

2.    Existing industriai sectors 

The following ten principal sectors of industry 
¡ire in existence in Viet-Nam: (a) extractive in- 
dustries, (b) engineering, (c) metallurgical industry, 
(d) electrical industry, (e) chemical and related in- 
dustries, (f) textile industry, (g) rubber industry, (h) 
leather industry, (i) industries processing agricultural 
products, (j) power production industry. 

( a ) Extractive industries 
The remote mountainous regions have not been 

surveyed since the time of the French occupation Ex- 
plorations have, however, revealed the presence of 
mica at Dai Loc, and the Hoa My iron ore deposits 
have been studied. 

Among all the outcrops known and unknown, 
some could prove to be of value and suitable for 
exploitation. Nong-Son provided an example of this. 
Perhaps the mica at Dai Loc will provide another. 

(i)    Non-son mine 
The reserves of the Nong-Son mine have been 

estimated at 11 million tons. Boring work is being 
continued and the probable rescivcs in lite immediate 
vicinity of Nong-Son are estimated at 25 million tons. 
The local conversion of coal into cheap power will 
pave the way for the development of basic industry, 
which is a large consumer of power. 
Production capacity: 300,000 tons per annum 
Actual production  (t.p.a.): 

1960 27,300 
1961 57,300 
1962 71,000 
1963 100,000 

1964 120,000 
From   1965 250,000 (estimated) 
From   1966 300,000 (estimated) 

Investment    in    equipment:     I.527.IOO.OOO   piastres 
Total fixed capita' investment:    2,646,000,000 piastres 
Number   of   workers:    1,080   (from   1964   onwards) 
Value added:    Very high.    The cost price of the eoa! 

ex mine is at present of the order of 500 piastres 
per ton.    The following ligures are obtained for 
the value added: 

1960 13.650 000 piastres 
1961 IK,65O,000 piastres 
1962 35,500,000 piastres 
1963 50,000,000 piastres 
1964 60,000,000 piastres 

Value  of   imports  substituted   by   local   production: 
US$1,919,000 per annum. 

(Source:    Le   ComplfU'   Imliisinul     I n limi Vo»« .Son) 

(ii)    Salt works 
Apart from some scattered salt pans along the 

coast which satisfy local consumption, there are two 
large salt works, one at Ca-Na. and the other it 
Hon Khoi. 

The first of these is a 550 hectare concession 
which produces 60,000 tons of salt per year. The 
salt produced can be used for industrial purposes be- 
cause of its high sodium chloride content (98 per 
cent). Most of the production is exported to Japan. 
Mechanization is being introduced in order to adjust 
productivity to foreign market prices and it should 
be possible to double production in the coming years. 

At Hon Khoi, the operations are still carried out 
by the manual method and great difficulties are en- 
countered in marketing the salt because of its poor 
quality and high price. 

The exports of salt in  1962 and  1963 were as 
follows: 

Quantity (tons )     Value ( US dollars) 
1962 36,250 161,5(H) 
1963 20,595 903(H) 

(Source:    Second five-year pl.m .mil customs staisi ics) 

( iii )    Phosphotes 
Phosphate of animal origin are extracted in three 

islands of the Paracel Island group. 
From 1958 to 1960, Viet-Nam imported 221,596 

tons of fertilizer having a total value of 510,119,000 
piastres.    The  breakdown for the three  years is as 
follows: 

Quantity (tons)    Value (piastres) 
1958 5!,678      128,245,000 
1959 99,163     224,664,000 
1960 70,755 157,210,000 

The exploitation of phosphates in the  Paracel 
Islands was included in the first five-year plan. \Jp 
to April 1962, the Fertilizer Company extracted 
13,000 tons of fertilizer, of which 5,000 tons was 
in block and 8,000 tons in power.   (The produced 
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fertilizer contains 20 per cent P.. O,, 30 per cent lime 
and trace quantities of nitrates, magnesium and such 
others) 
Production   capacity:    50,<)OO   tons   per   annum 
Reseñes:    20 million inns 
Actual production  (up to April   |9h2>:   13.000 ions 

5.000 tons in blocks 
8,000 tons in powder 

Fixed capital:    10 million piastres 
Number of workers:    130 
Value added:    3.900,000  piastres 
Value of imports substituted by loci I production from 

I960  to   1962:   about   I'S*1.000.000. 
The company is at present encountering some 

difficulty as a result of the high operating cost, and 
it has ceased operations for the past two years. The 
company had reached a position where it needed a 
government subsidy of the order of 850 piastres per 
ton of fertilizer produced in order to continue. The 
Government is now studying a rational project for 
exploiting the phosphates in the Paracel Islands. 

(Source:    Second five year plan and the IDC) 

(iv)    White sand 
Viet-Nam has abundant resources of white sand, 

which is used as a raw material for the glass industry. 
The sand deposits are found at Cam Ranh. Tourane 
and Hue in central Viet-Nam, and in layers stretching 
from Ba Ria to Chan Thanh. 

Catraco, a company specializing in the exploita- 
tion of "Thuy Trieu" (Khanh Hoa ) while sand, is at 
the moment under government control. 
Registered capital:    One million piastres 
Investment   in   equipment:     1,116,000  piastres 
Number of workers:    250 to 500 
Production capacity:    Very high 
Exports:      1963 150,360 tons 

1964        231,765 tons 
Value of exports in  1964: about US$800,000 
The profits of this company have reached  10 million 

piastres per year. 
Local glass-works consumed 2,743 tons of   his white 

sand in 1964. 

tb) Engineering industries 
At present, there is no actual engineering industry 

as such in Viet-Nam. It is difficult to see how en- 
gineering industries could be established except for 
some articles that are in sufficient demand to warrant 
series production, such as bicycles, power-looms, 
pumps and simple machine tools. 

The engineering industry is made up of a large 
number of highly competitive enterprises. There is a 
multitude of small workshops which work intermittent- 
ly and which produce very inexpensive goods that are 
often of deplorable quality. This hampers the moder- 
nization and development efforts of responsible firms 
which are trying to maintain a certain minimum 
quality. 

( i )    Bicycles 
Of the firms producing bicycles, none are even 

of medium size Bicycle parts are manufactured or 
assembled in small workshops and the resulting pro- 
duct is cheap and of mediocre quality 

At the present time, almost all the components 
are manufactured at Cholon; only the chain-links and 
the ball-bearings are imported. The manufacture of 
wheel-rims is being investigated, and orders have been 
placed for the purchase of machinery to produce 
spokes. 

Components for bicycles and auto-cycles are 
manufactured by twenty-one large-scale enterprises, 
which had the following combined output in 1963: 

Bicycle  frames     14,800 
Wheel-rims (pairs)     7,(XX) 
Bolts and screws       457,732 
Other   parts             44,000 
Cables        1.937,955 
(Source     National   Statistics   Institute) 

Capital: about 120 million piastres (for 21 enter- 
prises) 

Number of workers: about 950 (for 21 enterprises) 
In addition, there are two small factories manu- 

facturing trishaws. Only the wheel-rims and the 
spokes are imported. The combined production of 
these two enterprises is  1,000 units annually. 

(ii) Assembly of scooters, auto-cycles, sewing-ma- 
chines and motor coaches 

Four makes of scooter and auto-cycles are as- 
sembled in Saigon, namely. Vespa, Lambretta, Puch 
and Velo-solcx. The only operation of note carried 
out locally is the construction of the bodywork for 
Lambretta and Vespa three-wheel scooters, for which 
only the chassis and the cabin are imported. The 
output in 1963 totalled 2,677 scooters, 8,169 auto- 
cycles and  1,526 three-wheeled scooters. 

Necchi brand sewing-machines are assembled, the 
frame being made at Saigon and the tabic at Cholon. 
In  1963,  12,801  units were produced. 

Coaches are no longer imported; they are made 
cither by converting the bodywork of lorries or by 
building on new imported chassis. In this way, the 
coaches can be built to suit standard Vietnamese 
dimensions, the seats being made narrower. There are 
about four factories at Saigon, Cholon and Gia Dinh. 

(c)  Metallurgical industries 

( i )    Foundries 
At Saigon and Cholon, there are thirty foundries 

of widely varying sizes. They manufacture a large 
variety of products and production is still of a small- 
scale nature, since the smaliness of the production 
runs does not permit the application of industrial 
methods. The raw material is partly scrap-iron and 
partly new imported pig-iron. The production in 
I960 amounted to 3,000 tons, and in 1961 it was 
3,500 tons (Source:    second five-year plan) 

i 
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( ii )    Nails 
The nail industry at present supplies the entire 

needs of the country. The total production capacity 
of the thirty-seven firms concerned is over 7,(KX) tons 
per year, while the country's needs are estimated to be 
less than 4,000 tons per year. Production in 1962 
was 2,716 tons, and in 1963 it rose to 3,304 tons. 
(Source: National Statistics Institute) 
(iii)    Aluminium 

There are sixty-five small-scale establishments 
manufacturing hardware, saucepans, kettles, and 
certain bicycle parts. Prices are determined by the 
raw material, which accounts for more 90 per cent 
of the cost price of the articles. The production in 
1963 amounted to 931 tons. (Source: National 
Statistics Institute) 

At the present, the aluminium industry in 
Viet-Nam is largely sufficient for the country's needs 
and it could sell surplus production in neighbouring 
countries if its prices were competitive. 

(iv)    Metal furniture 
At Saigon and Cholon, there arc twenty or so 

small factories specializing in the manufacture of 
metal furniture, including chairs, beds and filing 
cabinets. This sector of industry is flourishing and 
meets the country's needs for these products. 
( v )    Tinplate 

About six enterprises specialize in the production 
of tinplate, some of them supplying only their own 
requirements. Production in 1963 amounted to 
329,000,000 bottle-tops, 1,221,419 iron containers 
;ind 678,873 tin cans. The industry is expanding 
r.ipidly. 

(d)    Electrical industries 
The electrical industries arc fairly well deve- 

loped. Imports in this sector amounted to US$10 
million in 1960 and US$4.3 million in 1963. 

There are about fifteen firms assembling lamps, 
radios, batteries and the like, using imported com- 
ponents. There are also some factorjes manufac- 
turing batteries, electric wire and welding sets. 

Other radio assembly plants are currently being 
installed and this should open the way for a small 
industry of components and the manufacture of 
transformers, potentiometers, small motors and so on. 
The production of electrical equipment in 1962 and 
1963 is shown in table 9. 

TABLE 9.   PHOOUCTION  OF ELECTRICAL EQUIPMENT, 
1962 AND 1961 

Craduction in                            Produdwn m 
Item 1M2 1963  

Balteries     3,809,000 units 5,202,000 units 
Electricians     3,541,000 units 5,372,000 units 
Electric wire     3,421,000 metres 7,557,000 metres 
Battery  lamps     116,000 units 156,000 units 
Electric lamp«     1.061,000 units 702,000 units 
Radios (assembled)   . 23.484 units 24,893 units 

Sonne:   National Statistics Institute. 
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(e)    Chemical and related industries 
(i)    Paper 

There arc at present six small paper mills and 
two large ones, all established during the period 
1958 to 1964. Some of these mills base their pro- 
duction on pulp manufactured by themselves from 
local raw materials (used paper, straw) and the 
others use imported pulp. 

Average local consumption,  1962-1963: 
Newsprint paper       15,400 tons 
Ordinary  paper          8,200 tons 
Other paper          11,400 tons 
Paperboard           2,300 tons 

37,300 tons 
Local production 1964: 
Writing   paper        21.0(H) tons 
Paper pulp: 

Chemical pulp (bagasse, straw)      1,000 tons 
Mechanical pulp (fir)          6,600 tons 

Paper mills under construction: 
Cogido and Cobogido are scheduled to start 

production in  1965 at the following rate: 
Straw and bagasse puip       9,000 tons 
Paper (1966)          7,000 tons 
Paperboard            5,000 tons 
Cong Ty Ky Nghe Giay is scheduled to start 

producing paper in 1966. 
Magico is also scheduled to start production in 

1966, at the following rate: 
Bagasse pulp           5,000 tons 
Paper             5,000 tons 

(ii)    Glass 
Seven small firms and one large one arc produc- 

ing glassware, includng pharmaceutical ampoules, 
syringes, thermos flasks, cups, teapots, bottles and 
plates. 

Production in 1963 was as follows: 
Pharmaceutical ampoules   . .     145,804,807 
Bottles       7,621 
Thermos flasks      138,383 
Other        1,112 tons 

(Source:    National Statistics Institute) 

According to customs statistics, the value of 
exports was US$19,100 in 1962 and US$70,000 in 
1963. 

(iii)    Cement 
Imports of cement in'o Viet-Nam amounted to 

393,370 tons in 1962 and  437,119 tons in   1963. 
It   is  expected that annual  consumption will  reach 
550,000 tons in a few years' time. 
Ha-Tien cement works 

The Ha-Tien cement works is a mixed-capital 
enterprise. 
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When the cement works was still at the 
project stage, the French Government provided a 
long-term loan of US$15 million for the purchase 
of capital goods needed for the construction of the 
two plants at Ha-Tien and Thu-Duc. The share of 
foreign exchange to be provided by the Government 
for the purchase of building materials and raw 
materials  was estimated  at  about US$1,829,000. 

In 1961, the Vietnamese Government, repre- 
sented by the management of the Ha-Tien cement 
works programme, entrusted the installation of the 
clinker and milling plants of the Ha-Tien cement 
works jointly to the PIC Company of Fontainebleau 
and the Société Française d'Entreprises de Dragages 
et de Travaux Publics. The PIC Company was made 
general contractor for the cement works while the 
other company carried out the civil engineering and 
building work. 

The PIC Company was assisted by the consulting 
engineers, Etablissements Polict et Chausson, and for 
the supply of some specific items of equipment it 
obtained the collaboration of Fives Lillee-Cail, Fivcs- 
Pcnhoet, Merlin Gerin, Neyrpic and Wanson. 

The cement works comprises two plants, one at 
Kien-Luong and the other at Thu-Duc. 

Kien-Luong plant (Ha-Tien) 
Prepares the crude paste Clav extraction 

Limestone quarrying 
Firing 

Thu-Duc plant 
Produces the cement Drying of moist ad- 

ditives in fuel-heat- 
ed rotary tube 

Milling of clinker 
Storing of cement 

Production capacity:    300,000 tons per annum 
Actual production in  1964:    75,305 tons 
Investment in equipment:     US$18,500,000 
Capital:     1,763,000,000 piastres 
Number of workers:    350 
Value   of   imports   substituted:    about   160   million 

piastres (1964) 

(iv)    Plastic goods 
Plastic goods are currently being manufactured 

by  fifteen  establishments.    The production in   1963 
was as follows: 

Polyethylene 711  tons 
Nylon thread    331 tons 
Polystyrene        153 tons 
PVC      509 tons 
Cellulose acetate         10 tons 
PVC compound  395 tons 
Polystyrene brushes   20 tons 
Combs, stoppers        26 tons 
(Source:    National Statistics Institute) 
(Source:   Ha-Tien cement works and the IDC) 

Local production is sufficient for the country's 
needs. Efforts must be made to develop existing 
enterprises with a view to introducing wider diversifi- 
cation. 

Plastics gain from being used in situations where 
they   have  the   greatest   advantage.   They   are   thus 
important for petrol pipes and not for shoes. 
(v)    Caustic soda and hydrochloric acid 

Two private companies formed in I960 and 1962 
manufacture caustic soda, hydrochloric acid and 
chloride of lime. The necessary raw materials are 
provided by local sea  salt and lime. 

Caustic soda is produced by electrolysis of a 
sodium chloride solution. Hydrochloric acid is ob- 
tained by synthesis, using the chlorine and hydrogen 
given off at the two electrodes. The import situation 
from 1960 to 1963 is shown in table  10. 

TABLE 10.   IMPOSTS OF SOME BASK CIU-MICM.S, 1960-1963 

Itupnrl* t tutti) 

I'li.l 1962 

Caustic soda, solid, 98%   . 
Caustic soda, liquid, 50%   . 
Hydrochloric     acid,     com- 

mercial,  32%      
Hydrochloric acid, pure 
Calcium hypochlorite   .... 

1.941      4,8X7 
25.5       — 

3,262 
0.4 

6,717 
434 

2,031      1,046.6   2,379.3   2,613 
178.3       26.6 —       — 
236        699 —     104 

Local production capacity: 
First plant (in operation): 
Caustic    soda    solution, 

50% 1,500 tons per annum 
Hydrochloric acid 2,700 tons per annum 
Chloride of lime (bleach- 

ing powder) 180 tons per annum 

Second plant (to come into operation in 1966): 
Caustic    soda    solution, 

50% 2,210 tons per annum 
Hydrochloric acid, 31% 1,350 tons per annum 
Chloride of lime   (30% 

CI) 300 tons per annum 
Benzene       hcxachloridc 

(12-14%) 300 tons per annum 
In the months of November and December 1963, 

the first plant produced 360 tons of caustic soda. 

(vi)    Toothpaste 
In Saigon-Cholon, there arc four companies 

manufacturing toothpaste. Not only are they able 
to supply the entire needs of the country, but they 
suffer from a lack of adequate markets. Total pro- 
duction was estimated at 79 tons in 1963. 

(Source:    National Statistics Institute) 

(vii)   Industrial gases 
There are two large private companies specializ- 

ing in production of the industrial gases, oxygen, 
acetylene and carbon dioxide. These companies 
supply the current needs of the country. 

1 
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Production  of  these   gases in   1962 and   1963 
was as follows: 

1962 1963 
Carbon dioxide        505,000 kg 491,332 kg 
Oxygen                    580,356 m1 694,317 m" 
Acetylene                    98,356 m* 124,298 ml 

(Source:   National Statistics Institute) 

A small amount of oxygen is also exported, the 
value being US$200 in 1962 and US$100 in 1963. 

(f)    Textile industry 
Because of the large number of workers it 

employs, the textile industry takes first place in 
Vietnamese industry. Large-scale enterprises with 
modern equipment were already in existence in 1960 
(the investment of the textile industry in equipment 
amounted to US$15,495,000 in the period 1955- 
1963). 
(i)    Cotton spinning 

It is estimated that Viet-Nam's requirements of 
yarn and fabric were 13,800 tons per year up to 
1963. 

In 1964, the three large factories (Sicivina, 
Vimytex, Vinatexco), with a combined total of 
110,000 spindles, produced 10,640 tons of yarn. 
Another company (Sicovina) intends to install a 
further 20,000 spindles during 1966, which will 
bring the total number of spindles to 130,000. The 
estimated production for  1966 is 12,000 tons. 

Production   of  yam:        1962 5,160 tons 
1963 8,500 tons 

Imports of yarn: 1962 4,437 tons 
1963 6,821  tons 

Production in  1967  with 130,000 spindles will 
account  for only   73  per  cent of the cotton  yarn 
used in the country, that is, about 15,600 tons per 
year. 
( ii )    Weaving 

This is one of the most advanced sectors of 
industry in Viet-Nam. There are at present five large 
producers of cotton fabrics, about twelve medium-size 
producers of rayon fabrics and about sixty small-scale 
weaving co-operatives. The investment in this sector 
amounted to about 2,345 million piastres in the period 
1956-1963. 
Cotton weaving 

Equipment (1964): 2,920 automatic looms (in- 
dustry) and 6,000 handlooms (small industry). 

Production 1962 64.6 million metres 
1963 92.5 million metres 
1964 95.7 million metres 

Production  in  1964  satisfied almost the entire 
local demand. 
Rayon weaving 

Rayon weaving is carried out by fourteen in- 
dustrial enterprises equipped with 1,047 power looms. 
Their production is estimated at  10 million metres 

per year. In addition, about 60 million metres per 
year are produced by small-scale co-operatives, which 
have about 8,600 handlooms. The total production 
of rayon fabrics covers all the requirements of the 
home market. 
Weaving of synthetic fibres 

Number of factories:    5 
Equipment: 533 looms, of which 175 are auto- 

matic and 14 are high-speed knitting machines. 
Total production:     7,000,000 metres per annum 
Imports of synthetic fabrics have been restricted 

since 1964. 
Silk weaving 

Equipment: 300 woe Jen handlooms 
Production:      1960 300,000 metres 

1961 400,000 metres 
1962 600,000 metres 
1963 800.000 metres 

Weaving of fishing-nets 
Number of establishments:    5 
Equipment:    67 looms 
Production 1960 288 tons 

1961 504 tons 
1962 513 tons 
1963 850 tons 

Manufacture of jute sacks (kenaf) 
Number of establishments:    2 
Equipment :     115 looms 
Capital:    90,000,000 piastres 
Production: 1960 2,893,000 sacks 

1961 3,677,000 sacks 
1962 3,013,000 sacks 
1963 4,424,000 sacks 

Production   meets   the  country's entire  require- 
ments. 

Manufacture of woollen blankets 
Equipment:    60 looms 
Production:    900,000   blankets  per   year   after 

end-1965 expansion 
Capital:    36,000,000 piastres 
Investment  in  equipment:    US$408,000 
Number of workers:    358 
Value of imports substituted: 52,788,000 piastres 
Saving of foreign exchange:    US$310,068 
Production in 1963 covered about 35 per cent 

of local market requirements and this figure will rise 
to almost  100  per cent  in  1966 when  expansion 
bas been completed. 
Manufacture of woollen knitwear 

Number of factories:    50 
Equipment:    415 knitting-machines 
Production: 1960 732,000 pieces 

1961 920,000 pieces 
1962 700,000 pieces 
1963 512,000 pieces 

MM 
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Manufacture of underwear 
Equipment: 237 looms 
Production: 1962 6,000,000 pieces 

1963 5.400,000 pieces 
Manufacture of towels 

Equipment: 2,100 powerlooms 
and handlooms 

Production: 1961 3,500,000 metres 
1962 4,300,000 metres 
1963 4,600,000 metres 

Manufacture of socks 

Equipment: 50 automatic  power- 
looms plus  300 
handlooms 

Production: 1961 369.000 dozen socks 
1962 350,000 dozen socks 
1963 300,000 dozen socks 

Manufacture of mosquito netting 
Equipment:    582 looms 
Production   capacity:     11,000,000   metres   per 

year (1,000,000 mosquito nets per year) 
Manufacture of elastic fabrics 

Equipment : 
Production 

capacity: 
Production: 

1,200 looms 
year 

19,000,000 metres per 
19,373,000 metres 
15,350,000 metres 

1962 
1963 

(g)     Rubber industry 
This industry represents a vivid example of a 

manufacturing activity in Viet-Nam using a wide 
range of local raw materials. The production range 
includes all articles that can be made from rubber, 
with a few exceptions such as rubberized fabrics 
which require advanced techniques. Some articles 
have a large market and can thus be manufactured 
on a production line basis (rice-mill sandals. "Jap- 
anese" sandals), while the other items produced cover 
a multitude of assorted products including motor-car 
accessories and flooring, which have a limited market. 
In spite of this, the rubber industry in Viet-Nam still 
uses only a tiny fraction of the rubber harvested (2 
to 3 per cent). 
( i )    Retreading 

Retreading is carried out in Saigon-Cholon by 
fifteen enterprises of which three are large, the 
processing capacity being 120,000 to 150,000 tyres 
per year. Production is sufficient to cover home 
demand. 

Value   of  production: 1962        US$213,800 
1963        US$284,500 

(Source:    National Statistics   Institute), 
(ii)    Bicycle tyres 

Bicycle tyres are manufactured by about seventy- 
five companies. Production and consumption figures 
are shown  in table 11. 

In addition, two other projects are planned with 
capitals of  256 million and   264.7  million piastres. 

When completed, they will have a combined produc- 
tion capacity of the order of 34?,000 motor-car 
and scooter tyre sets per year. 

[Mn E   II.    PRODUCTION   \NU ( ONSUMIM ION  DI   inerii   \NI> 

AUKX'YCLE  TYRES.    1962   AND    196} 
(US   dollars) 

1962 

Ptoäuttmn 

      298.700 

Imp,,,,. 

1.704.10(1 
520.100 

1 .,n.u„il;„,n 

2.033,000 
2.209,400 196.1        ....       811,80(1 

Source:    National Statistics  Institute. 

( h )    Leather  industries 
There are about forty tanneries situated around 

Saigon Gia-Dinh, but only four large establishments 
have modern equipment. 

Production      1962: Leather,   alum   tanning: 
274,136 feet 
Leather,   vegetable   tan- 
ning:    24 tons 

1963:        Leather,   alum   tanning: 
342,564 feet 
Leather,   vegetable  tan- 
ning:    37 tons 

Exports 1962:        US$1,900 
1963:        US$2.700 

(Source:    National Statistics Institute). 

The market for leather goods is very limited 
in Viet-Nam, being restricted to the towns. The 
development of the leather industry will run parallel 
with the increase in the level of living of the people. 
The army could play a leading part by placing 
orders with local industry. 

(i) Industries processing agricultural products 
(i)    Beverages 

At Saigon, there are live firms specializing in 
the production of beverages, but only two large 
foreign firms have a substantial production capacity. 
Beer and aerated waters 

Saigon possesses the largest brewery in south- 
east Asia. One of the raw materials, malt, has to be 
imported, and imports in 1962 and 1963 were as 
follows : 

1962: 1,010 tpms. with a value of US$832,000 
1963: 6,701 tons, with a value of US$ 1,711,200 
Malt can be obtained from rice, and all neces- 

sary steps should therefore be taken to accelerate the 
establishment of malt production by this method. 
Production of drinks in the years I960 to 1963 is 
shown in table 12. 

TABLE   12.   PRODUCTION OF  BEVERAGES  AND ICE-CREAM, 
1960-1963 

Year t'u) 
Aerated drink.* 

(hl) 
Mineral water 

(hi) 
Ice-cream 

(ions) 

1960 
1961 
1962 
1963 

516,000 
520,000 
598,404 
735,906 

254,000 
380,763 
448,002 

7,291 
10,315 

100,000 
120,803 
143,135 
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Exports of drinks were as follows (value in 
US$): 

Hrrr ArtAted ¿it ink f Mineral tt-j/rr 
1962            248,300 — 5.000 
1963            448,800 6,000 _ 

(Source:     National Statistics  Institute) 

Alcohol 
At Cholon, there is a large distillery manu- 

facturing alcohol from rice. The plant also treats 
molasses obtained from sugar manufacture. 

The equipment <J' the plant includes a distillation 
column which makes possible the production of 
absolute alcohol for pharmaceuticals and perfumes. 
There is a market for alcohol in the countries of 
south-east Asia. 
Capital  of  the  Société  Française  des  Distilleries de 
Production  (hl): 

l'Indochine:    375,975,000 francs 
Number of workers:     1,270 

1962 1963 
Syrup      1,641 1,848 
White   alcohol   ....        76,127 82,340 
Rum                18,496 13,101 
Chinese   wines   .... 391 544 
Perfumes      305 570 

Exports:    Local rum: US$ 3,100 (1963) 
Chinese wines:      US$15,500 (1962) 

(ii)     Food preservation 

There are six food-packing factories, five at 
Saigon-Cholon and one at Phan Thiet. Production 
is on a small scale and the quality is not as good 
as that of imported products. In addition, two large 
plants for the preservation of fruit juice, milk and 
frozen food are planned and will soon be ready for 
operation. The first of these, the "Merry Realm 
Juice Milk Industry" will have an annual production 
of 3 million 180-cc bottles. Its investment cost is 
estimated at 6 million piastres, of which US$56,106 
is for equipment. The second plant is to have an 
annual producton capacity of 300 tons of frozen sea- 
food intended for export. The cost amounts to 4 
million piastres, of which US$5,000 is for the impor- 
tation of corks from Portugal. The over-all consump- 
tion of preserved foods is summarized in table 13. 

It will be useful to encourage the establishment 
of food-packing factories in areas where the raw 
materials are produced, so that the products may be 
preserved in as fresh a state as possible 

(iii)    Sweetened condensed milk 

Viet-Nam's present requirements of sweetened 
condensed milk are estimated at 4X miilion cans pe; 
year. Two private companies arc engaged in the 
manufacture of sweetened condensed milk UMIIì* im- 
ported ingredients (fats powdered milk), and a third 
is due to start operations in 1965. 'I lie combined 
production will then be 900,000 cations (each con- 
tain! "g 48 cans) and this will nearly meet the countiV. 
requirements. 

First company, established 1959 
Production capacity: 300,000 cartons of  IS cans 
per year 
Estimated    value   of   production:     120.000 (KM) 
piastres 
Total  investment:    83.000,000 piastres 
Investment  in  equipment:    US$815,000 
Number of workers:    90 

Second company, established 1962 
Production   capacity:    360,000   cartons   of   48 
cans per year 
Estimated   value   of   production:     228.161.000 
piastres 
Total   investment:    80,000,000 plasties 
Investment in equipment:    US$71 i.(MM) 
Number of workers:    50 

Third company, planned for 1965 
Production   capacity:    240,0(H)   cartons   of   48 
cans per year 
Total   investment:    58.000.000 piastres 
Investment in equipment     US$236.000 

(iv)    Sugar 
Four large sugar-mills have been established or 

are in the process of construction in Viet-Nam. The 
country's needs for white sugar are estimated at 70,000 
tons of sugar per year. The Hiep Hoa sugar-mill 
refines 15,000 tons of sugar per year. The three 
other large sugar-mills, when completed, will produce 
45,000 tons per year [see section B.3 (n) (i) below) 

TABLE 13.   PRODUCTION AND CONSUMPTION OF PRLSLUVID FOOD PRODUCTS, 1962 AND 1963 

(Estimated value in thousand   US  dollars) 

t'rodttttwri Impartì Biporti 

ìreirrird ¡„od product                                                                       1962 Vllil 1902                 l'Idi                            Vif,.'             I'H.I 

Fish       .   '165 455 —                -                                    44 
Meat              20 139 8.'          76.2                                  7 
Tomatoes             — 7.3 —            — 
Peas              — 24.5 —            —                   — 
Asparagus               — 2.2 
Fruit            — 19.9 — 
Frozen shrimps          40 23 
Sodium glutamate        65.6 451.3 65 6 
Powdered egg        389.3 443 4 -                                    3M91      4 \ \4 

„me-IK (im.umptiuH 

¡•if,! lii.l 

I6S -141 
28.3 208.2 
- 7.3 

24.5 
2 2 

19 9 

4SI  1 
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( v )     Duck   feathers 
In Viet-Nam, three factories treating duck fea- 

thers are in ip^ration. Actual production has not 
come up to installed capacity because of the lack of 
export markets. 

Exports   1962:     USS914,500 (570.3 tons) 
1963: .'¡»658.8(H) (512.9 tons) 

(vi)    Oils 
In and around Saigon, there are a dozen or so 

large oil-works owned by private companies, treating 
principally copra and cinnamon. Rubber and 
citronella seeds are also pressed and, on occasions, 
other oilseeds (kapok). These oil-works operate 
on an industrial scale, some of them using old- 
fashioned pressing techniques and others employing 
up-to-date refining methods. 
Production  (tons): 

Coconut  oil     

1962 

2.246 

1963 

1.157 
Rubber and kapok oil  . 
Groundnut  oil     

1,107 
205 

127 
61 

(Source.     National   Statistics Institute). 

Exports of oils in 1962 and 1963 are shown in 
table 14. 

TxHIl    14     I xPORTS  OF   oils,   1962   \Nf>   1961 

C oconut   and  ground- 
mil  oil          556.5(H) 

Oilseed cake     . . . .    245.70(1 

Value Qttant.li 
(I  Sil It,,*,i 

2.41(1.8 
4.591.3 

61.2(H) 2.11 
285.500      4,051 

Source:    General   Directorate  of Customs,  foreign   trade 
statistics  for   1962  and   1961. 

(vii)    Soap 
The soap industry is tied in with the production 

of oils, and numerous soap factories have been set 
up in Saigon. Some large factories have started soap 
manufacture on an industrial scale, producing yellow 
soap, toilet soap and soap powder. In one of these 
factories, glycerine is recovered, and Viet-Nam's 
requirements of this product are satisfied in this way. 
Production (tons)  1963: 

Value added (piastres) 
1963: 

Ordinary soap 
Toilet soap 
Soap powder 
Ordinary soap 
Toilet soap 
Soap powder 

3,817 
516 

17 

26,263,000 
7,634,000 

70,000 

32,967,000 
(Source: National Statistics Institute) 

Exports:     1962 US$ 7,500 (37.8 tons) 
1963 US$11,900 (65     tons) 

(Source:    General Directorate of Customs, foreign trade 
«atistics fur   1962 and  196.1) 
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(j)    Electric power 
During the past few years, the National Electric 

Power Office (N.E.P.O.) has been able to repair 
and strengthen the small power stations which were 
damaged during the last war, and to bring electrifica- 
tion to some other places which had not previously 
enjoyed the benefit of electricity. 

The present installed capacity is about 219,000 
kW, producing 450 million kWh per annum. The 
breakdown of capacity is as follows: 

Danhim hydro-electric power 
station (first stage)    80,000 

Cho Ouan thermal station    52,000 
SI PEA thermal station    9.000 
NEPO thermal station    6,000 
Tan Son Nhat thermal station .... 8,000 
Cau Kho thermal station  5,000 
Cholon thermal station    8,000 
SCEE thermal station    3,500 
UNEDI thermal station    2,500 
Other private generating plants  . . 45,000 

219,000 kWh 

For some years to come, the Government will 
continue the programme of extending electricity supply 
to important centres and, at the same time, construct 
a number of power stations which will mainly feed 
Saigon and the future industrial districts in the country. 

The following two projects have been launched 
with foreign aid. 

(i)   Danhim 
This project comprises two stages. The first 

stage, which involves a capacity of 80,000 kW (half 
of the total installed capacity), is already completed, 
and the second stage should be in operation toward 
the end of 1965. 

Expenditure on the first stage of the Danhim 
project totalled 2,940 million piastres, made up of 
US$37 million for investment in equipment plus 720 
million piastres. 

(ii) 33,000 kW thermal station at Thu Due and 
66 kW high-voltage line around Saigon-Cholon 

The Government has borrowed a sum of 
US$12,700,000 from the Development Loan Fund 
to be used together with about 150 million piafes 
from the NEPO for the construction of a 33,000 
kW thermal station at Thu Due and a 66 kW high- 
tension line around Saigon-Cholon, to satisfy the 
needs of the Saigon-Chok area (lighting for the 
people and power for industry ' 

The total expenditure is expected to be 912,000,- 
000 piastres, made up of US$12.7 million for invest- 
ment in equipment plus 150 million piastres. 
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b.   New industriai planned or being constructed 

1.    New industries to be established in the 
An-lloa—Nong-Son industrial district 

(a)  Development plan \or the  An-Hua—Nong- 
Son complex 

In order to utili« the coal at Nong-Son, an 
industrial complex is being established in the An-Hoa- 
Nong-Son area. 

The complex will provide the country with pro- 
ducts needed for its agricultural development (chemical 
fertilizers, electricity etc.) and basic items such as 
dry ice, cement, paper pulp and glass. By supplying 
rases and low-cost electric power, it will lend impetus 
to the development of the chemical and metallurgical 
industry (iron, copper, lead, graphite and the like). 

Construction of the complex will be accomplished 
in three stages. 

I irst stage, 1962 to 1966 
The Nong-Son mine is already completed and 

two other projects are in the course of construction. 
One 25,000 kW power s'ation; 
One fertilizer plant with a capacity of: 

42,000 tons per year urea, 
48,000 tons per year ammonium sulphate. 

Second stage, 1966 to 1970 
One dam at Nhon Truch on the Song Thu Bon 
One glass-works utilizing the white sand of Nam 
O (Quang Nam) 
One iron-ore treatment plant 
One bamboo plantation 
One caustic soda/chlorine plant 
One dry ice plant 

lliird stage, 1970 onwards 
One plant producing nitric acid, nitrogenous fer- 

tilizer and complex fertilizers 
One cellulose pulp plant 
One plastics plant 
Metal mines in the Quang Nam and Quang Ngai 
region. 

( b ) First-stage investment 

( i )    Nong-Son mine 
Investment in the mine amounts to 115 million 

piastres plus US$1 million (in foreign exchange) for 
equipment and machinery. For the coal and fertilizer 
transport system the investment amounts to 95 million 
piastres plus US$0.8 million for the purchase of rail- 
w ; trucks. 

(ii)     Investments in the complex 
Investments in the  complex   at  the   first stage 

cover  the following items: 
the  cost of studies and the purchase  of industrial 

equipment and suppoiting workshops to a total 
of US$27 million; 

the cost of engineering and assembly, amounting to 
381 million piastres; 

the    cost   of    social   and   economic    infrastructure, 
amounting to 200 million piastres; 

the cost of paying loans and financial charges during 
the   period  of construction   and   of   establishing 
the working capital for start-up, amounting to 200 
million piastres. 

An approximate breakdown of the industrial in- 
vestments in the complex is given in table   15. 

TABir    IV      BHIAKDOWN   Ol    l IRSI   SI U,f    INDI -IKI M 
INVISÌMIMS  IN   IMI:   AN H(>\   NoNO-SlIN   (IIMI'IIX 

r ireinn m hange / '»< al lurrrni v 
lum {million I Sfl 

1 06 

(million pia\iret) 

Cost  of  studies 4.0 
Power   station   . 5 64 34.0 
dasifìcation 5.70 5V0 
1 iquefaction 1 70 20.0 
Ammonia 1 52 HO 
l.'rea   sulphate .V20 1X0 
Sulphuric   acut O.'KI 6.0 
High-tension lines ami transformer 

stations       2.00 58 0 
Supporting   workshops 5 30 150.0 
Startup,    housing    estate,    roads, 

social  centres 200.0 
Miscellaneous        30 0 

27(H) 581.0 

(c)  Second- and third-stage investments 

A description of the second- and third-stage 
projects is given in the following sections,  (i) to (v). 

(i)     Nhon Trach dam 
The Nhon Trach (Quang Nam) dam will be 

constructed on the river Thu Bon, with a height of 
60 to 65 metres. It will be a multi-purpose dam, 
having an annual power production of 600 million 
kWh and an average power output of 65,000 kW. 
The production may be used to supplement that of 
the dams in the south (notably Danhim) in supplying 
power to Saigon. It may also be taken in isolation 
to meet the needs of central Viet-Nam itself. 

The storage capacity of the dam will be 6,000 
million cubic metres, with an area of 180 square 
kilometres, and it will provide an effective means of 
controlling floods and maintaining the flow of the 
river Thu Bon at 160 cubic metres per second. It 
will enable the adjacent plains to be developed by 
supplying irrigation water, the potential of which may 
be as high as 200,000 hectares. 

(ii)    Iron ore 
The area has large deposits of iron ore which 

can be easily accessible by road and rail. The deposits 
at Mo Due would be particularly easy to exploit, as 
the ore lies over an area of six square kilometres 
with a depth of up to six to ten metres. According 
to prospecting data so far available, the reserves arc 
of the order of 100 million tons. 

The ore is of the latente type, which has n 
relatively  low  iron content  (30-40%   Fe).    Boring 
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and analysis work is at present being carried out. 
With the help of specialized foreign firms, a simple 
and reliable technique will be worked out to convert 
the iron ore either into a richer ore for use in blast 
furnaces or into granulated or spongy iron without 
further concentration. 

(iii)    Bamboo plantation 
A bamboo plantation will be established and 

used in conjunction with a caustic soda/chlorine plant 
to supply the projected cellulose pulp plant. A pilot 
plantation of Zichostachyum Zollingerie has been 
established at Nong-Son as paret of the research 
directed toward finding a suitable species of bamboo 
for ânaking pulp. 

(iv)    Dry ice 
The possibility of purifying the surplus carbon 

dioxide gas obtained from the gasification plant and 
compressing it into dry ice will be studied. There 
is a large potential demand for dry ice for industrial 
refrigeration in the region (fishing boats, cold rooms 
for fish and lobster preservation, and so on). 

(v)    Glass 
The ideal white sand for glass manufacture 

occurs in abundance in the Quang-Nam region. The 
sand at Nam O in particular has been much sought 
after by Japanese companies for a long time. A 
factory producing plate-glass could be established. 

(Source:   Le Complexe Industriel de An-lloa-\ong-Son). 

2.    Industrial utilities 
(a)   Wuter supply 

(i)     Water supply for Saigon 
The water supply system for the city of Saigon 

and the surrounding areas is particularly inadequate 
at the present time. This situation is due to the fact 
that the system was intended for a city of only 
500,000 inhabitants. The population of Saigon has, 
however, increased beyond measure as a result of 
recent events and has now reached the figure of 2 
million. In recent months, the volume of water 
used daily has been 165,000 cubic metres, or an 
average of 80 litres per person, while the minimum 
daily requirement for a city dweller should be of 
the order of 150 litres. 

In addition to being inadequate in quantity, the 
water supplied by the city is not of the required 
quality, as it contains a high percentage of acidic and 
iron substances. 

To combat this pressing situation, the Govern- 
ment plans to modernize the existing system in order 
to improve the living standard of the population. It 
was in this context that the programme to tap the 
waters of the Dong Nai at Bien Hoa was put into 
effect, to replace the present system of supply to the 
city. 

The aims of this project are to supply drinking 
water in the required quantity and quality, and to 

modernize and expand the existing system of piping 
drinking water to the city of Saigon and the nearby 
areas in a more rational manner. 

To achieve these aims, the Government has 
undertaken the digging of five new Laync wells and 
the laying of pipes to increase the volume of water 
supplied to the population until such time as the 
Dong Nai water utilization project has been completed. 

This work was supplemented in 1963 by the 
construction of a pumping station and the excavation 
of a canal linking the Dong Nai to the filtration plant, 
the construction of a filtration plant at Thu Due, and 
the improvement of the water supply network. The 
total expenditure is estimated at US$17 million plus 
1,000 million piastres. The work will be finished 
towards the end of 1965. 

(ii)    Water supply for the provinces 
A group of projects parallel to the Saigon pro- 

ject is envisaged for the provinces, the aim being 
to provide the people with clean, soft and uncon- 
taminated water at the rate of 100 litres per person 
per day. The improvement and expansion of the 
present water supply system in the larger centres is 
also planned. The total expenditure will be 
US$4,450.000 plus 199,830,000 piastres, allocated 
in the following way: 

Improvement and expan- 
sion of existing net- 
works US$.1.099,000 plus   133,580,000 

piastres 
Installation of new net- 

works US$1.351,000 plus    66,250,000 
piastres 

Total US$4,450.000 199,830.000 
piastres 

(b) Power supply 
(i)    Work to be carried out with foreign aid 

Installation of additional 4,000 kW capacity at 
Drayling power station (Banmethuot) 
The annual production of this station will be 

increased from the present level of 2,500,000 kWh 
to 22,500,000 kWh. The expenditure on this project 
is estimated at 61 million piastres, comprising US$1 
million for investment in equipment plus one million 
piastres. 
Construction of a 25,000 kW thermal station in the 
An-Hoa-Nong-Son industrial complex. 

The thermal station will consist of four boilers, 
three in operation and one in reserve, with a total 
production of 130 tons of steam per hour. Appro- 
ximately two-thirds of the electric power produced 
by this station will be used in the complex and a 
high-tension line will convey the rest to neighbouring 
towns and industrial centres (Danang, Hoi An, Tam 
Ky, Quang Ngai). Completion of the project will 
allow the price of domestic current to be reduced 
from 6 piastres to 2 piastres per kWh, and it will 
also   facilitate   the   installation   of   small  industries, 
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the   pumping   of   water   in   the   rice-fields,   and   the 
commencement of metal mining operations. 

Total cost is estimated at 25,000,000 NF (for 
the importation of equipment) plus 35.000.000 
piastres. 

(ii)    Work to be carried out with NEPO funds 
The  following   projects   are   to  he  carried   out 

with the funds of the National Electric Power Office. 
extension of existing facilities for power produc- 
tion and distribution in some provinces of centra! 
Viet-Nam; 
electrification of the distribution network around 
important centres near Saigon; 
installation of a high-tension line between Saigon 
and some provinces in the south. 

(c)    Petroleum refining 
Viet-Nam's requirements of petroleum products 

in the next few years are estimated at about 800,000 
tons per annum. (Imports of petroleum products in 
1963 amounted to 632,413 tons). 

The refinery project submitted to the Govern- 
ment some years ago by the Shell and Esso companies 
has been approved by the Government and is to be 
put into effect during Ü'.* second plan period. 1962- 
1966. 

The refinery, being a mixed-capital project, will 
be constructed at Nhatrang. 

Production capacity: about 800,000 tons per 
innum 

Total cost:     1,184,000,000 piastres 
Expenditure in foreign exchange: equivalent of 

888 million piastres in US$ and £ (75%) 
Expenditure in local currency: 296 million 

piastres (25%) 

3.    Other industries 

(a)    Fertilizers 
The second stage of the plan provides for ex- 

pansion of the company exploiting fertilizers on the 
Paracet Islands, by providing it with increased financial 
assistance: 50 million piastres for installation and 
operational expenditure and US$1 million for the 
purchase of capital goods and cargo vessels. 

In addition, a fertilizer plant producing urea 
and ammonium sulphate is planned in the An-Hoa 
Nong-Son industrial district. The production capacity 
will be 42,000 tons per year of urea plus 48,000 
tons per year of ammonium sulphate. The estimated 
cost is 504,600,000 piastres, and the value of imports 
substituted will be US$1,919,000. 

The fertilizer plants will consist of a series of 
five units designed to produce urea and ammonium 
sulphate starting from coal and sulphur. These units 
are: 

air liquefaction and separation unit; 
gasification and gas purification unit; 
ammonia synthesis unit; 
urea and ammonium sulphate fertilizer unit; 
sulphuric acid unit. 

(b)    Scooter  and motor-tar  tyres 
Two projects have been formulateti for the 

manufacture of scooter and motor-car tv res. 'Mu- 
production capacities will be 222,000 -cooler and 
motor-car tyre sets per year at one plant and 120.000 
motor-car tyre sets per year at the other. The 
total investment will be 520.750.000 piastres, includ- 
ing US$6,290.000 (US$3.690.000 4- US$2.600,000) 
for equipment. Total production will be sufficient foi 
domestic requirements. 

( c )    Chemicals 

There are projects for the establishment of six 
plants manufacturing chemical products. 

(i)    Undeca-phenol and melamine formulili inde 
A new plant manufacturing these products will 

be set up in 1966. Production capacity: 480 tons 
per annum undeca-phenol and melamine formaldehyde. 
Investment: 14,500,000 piastres (including US$150.- 
000 for the importation of equipment). 

(ii)    Sulphuric acid, alum, potash alum anil sulphate 
fertilizers 

These substances will be produced by two new 
plants,  the  combined   production  capacity  being  as 
follows: 

Sulphuric  acid 3,440 tons per annum 
Alum 3,326 tons per annum 
Potash   alum 720 tons per annum 
Sulphate fertilizers 270 tons per annum 

The total investment will be 27,622,750 piastres, 
including US$153,500 needed for the importation 
of equipment. 

(iii)    Caustic    soda,     hydnxhlork    acid,    calcium 
chloride  and   bleaching  solution 

These substances will be produced by two new- 
plants,  the  combined  production  capacity   being  as 
follows : 

Caustic soda 8,500 tons per annum 
Hydrochloric acid 5.500 tons per annum 
Bleaching solution 2.000 tons per annum 
Calcium chloride 

(CaCl2 . 2H20) 600 tons per annum 
The total investment will be 118 million piastres, 

including US$1,486,200 needed  for the  importation 
of equipment.    Production will be sufficient for local 
requirements. 

(iv)    in! 
A new plant will be set up to specialize in the 

production of ink under licence from Pilot. The 
production capacity will be 9,000 dozen bottles of 
ink per year, and the total investment 3 million 
piastres, including US$4,000 for equipment. Produc- 
tion will be sufficient for local  requirements. 

(d)    Essential oils 
Two oil-works specializing in the refining of 

citronella oil and cinnamon oil are to be set up. 
The  production  capacity  will  be  36 tons  per  year 
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of citronclla oil and 15 tons per year of cinnamon 
oil. The total investment will be 4,235,063 piastres, 
including US$24,632 and 694,000 piastres for the 
importation of equipment. 

(Source: General Directorate of Mining, Indus- 
tries and Handicrafts) 

(e) Aluminium products 
Two projects for the manufacture of aluminium 

tubes for pharmaceutical products are planned. The 
production capacity will be about 14 million tubes 
per year and the investment 7,903,470 piastres, in- 
cluding US$24,435 and 366,898 DM for equipment. 

(f) Metal industries 
( i )    Bolts and screws 

One plant manufacturing bolts and screws is to 
be constructed. 

Production capacity:    800 tons per annum 
Investment: 9,200,000 piastres (including 

3,571,000 piastres needed for the importa- 
tion of equipment). 

Number of workers:    about 44 
Value of imports substituted by local production: 

about 16 million piastres 
Saving of foreign exchange: US$71,266 annually 

(ii)    Expanded metal 
A project to increase the production of screens 

and expanded metal has been drawn up. 
Production capacity:    35,000 rolls 
Investment:        3,900,000     piastres.      including 

US$39,800 for equipment, 
(iii)    Galvanized pipes 

There are two projects for the manufacture of 
galvanized pipes and pipes made of cast iron, bron/e 
and so on. 

Production capacity: 
Galvanized pipes 5,500 tons per annum 
Cast iron pipes 3,400 tons per annum' 
Aluminium pipes 400 tons per annum 
Bronze pipes 200 tons per annum 

Investment:     127,500,000    piastres,     including 
US$1,395,000 for equipment. 

The  capacity  will be quite sufficient for local 
requirements.    Imports of metal pipes amounted to 
7,716 tons in 1962 and 2,764 tons in 1963. 
(iv)    Metal tools 

Two projects  are planned for the manufacture 
of metal combs (for textile machinery) and locks. 

Production capacity: 
Locks 594,000 per year 
Combs 72,000 per year 

Investment:      7,800,000     piastres,     including 
US$59,367 for equipment. 

Production will be quite sufficient to cover local 
needs. 

(g)    Cycle  industries 
Two  projects   for   the   manufacture   of  bicycle 

parts are being put into effect.    Details of the first 
project are as follows: 

Production capacity: 
Bicycles 5,000-15,000 per year 
Auto-cycle wheels   25,650 pairs per annum 
Bicycle wheels        135,000 pairs per annum 

+   30,000 tubes per 
annum 

Investment:      19,000,000     piastres,     including 
US$267,665 for equipment. 

Details of the  second project,  which  was  ap- 
proved in August  1964 and is to be completed in 
1965, are as follows: 

Production capacity:   310,000 per year 
Investment:      6,000,000     piastres,     including 

1,782,000 piastres for equipment. 
Number of workm:    45 
Value of imports substituted by local production 

about  16,000,000 piastres 
Annua! saving of foreign exchange: US$102,330 
(h)    Electrical industry 

Three projects for the manufacture of electric 
wire, electrode  rods, electric  and  telephone cables, 
electric meters and the like, were approved in 1964! 

Production capacity: 
Electric meters 20,000 per year 
Electric cable 3,280 tons per year 
Telephone cable 7,480 tons per year 
Electric wire 8,800 tons per v,ear 
Electrodes 1,000 tons per year 

Investment: about 569 million piastres, includ- 
ing 13,919,250 NF and US$119,000 for equip- 
ment. 
The total production and consumption figures for 

1963 are as follows: 
Consumption:    US$1.5375 million 
Production:    US$0.2183 million 
Imports:    US$1.3192 million 
(i)     Wood industries 

(i)   Sawmills 

Investment in equipment and property: 
20,000,000 piastres + 85,000,000 old 
francs. 

The maximum production capacity of the exist- 
ing sawmills in south Viet-Nam is estimated at 
1,200,000 cubic metres of wood per year. 

The production of logs is hampered greatly 
by the insecurity, however, and the volume of wood 
actually produced only amounts to about 350,000 
cubic metres per year. 
(ii)   Plywood 

The investment in equipment and property 
amounts to US$333,000 plus 16 million piastres. 

At the present, time (March 1965), the produc- 
tion of plywood  in  south  Viet-Nam is  negügiMe, 
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2, no 980,000 
2.260 1.035,000 
2,910 1,325,000 
1,380 ft3(),000 
1,640 745.(KM) 

and it is necessary to import fairly large amounts of 
this product every year. Imports of plywood from 
1958 to 1962 are shown in table 16. 

TABLE 16.    IMPORTS OF PLYWOOD. 1958-1962 

1958 
1959 
I960 
1961 
1962 

Restrictions on the import of plywood were 
introduced in 1961 in order to save plywood on 
the Vietnamese market. In order to alleviate this 
situation and to re-align the activities of the Tan 
Mai State Corporation, the Government decided to 
construct a plywood manufacturing plant on the 
land of the Tan Mai Corporation at Bien Moa at 
the end of 1964. 

Construction of the plant is now under way 
and, if all goes well, the first sheets of plywood will 
be produced in September 1965. The annual pro- 
duction capacity (on the basis of an eight-hour day, 
300-day year) will be of the order of 300,000 m2 

of plywood sheet, with a thickness of 5 mm. 

(iii)   Okal (particle board) 
The investment in equipment and property 

amounts to US$305,400 plus 6,000,000 piastres. 
A factory manufacturing particle board is already 

in existence at Tan Mai, Bien Hoa. As the local 
market is not yet accustomed to this product, the 
future of the factory, which is equipped with German 
machinery, will be determined by the success of 
export efforts. 

The production envisaged for the local market 
is about 100,000 m3, but new prospects have already 
been opened up on the markets of Hong Kong, 
Singapore and New Zealand, and it is thought that 
(tie production of Okal will be raised to 400,000 m- 
pcr year, or even higher. 

(iv)    Aerolith (wood wool board) 
The investment in equipment and property 

amounts to 242,000 DM plus 6,000,000 piastres. 
This factory also is equipped with German machinery 
and belonged to the Tan Mai Corporation before 
being sold to the Vadaco company by the Govern- 
ment. The product is designed for use in the con- 
structon of cheap prefabricated houses. 

The annual production capacity (on the basis 
of an eight-hour day, 300-day year) is 250,000 
boards, 2m by 0.5m by 0.035m. This rate of output 
could easily be doubled or tripled. 

( v )    Neomica 
Factories are being constructed at Da Nang to 

manufacture Neomica (polyester decorative plywood), 
with an annual production capacity of 100,000 m3. 

The promoters are, however, experiencing some 
difficulty in importing synthetic resins and decorative 
paper. At the moment, the factories are still waitm« 
for the raw materials needed to commence 

(j)     Bricks, tiles and prefabricated concrete 
Three   projects  for the   manufacture of   bricks. 

tiles and prefabricated concrete have  been approved 
The   first   project  was   approved   in   September 

1964 and relates to the manufacture of prefabricated 
concrete using local raw materials  (Ha Tien cement. 
sand). 

Production capacity:     18.000 m: per annum 
Investment:      10,500,000     piastres,     includine 

US$70,000 and 8M.0OO piastres for equip- 
ment. 

The second project was approved in December 
1964 and relates to the manufacture of bricks .ml 
tiles. 

Production capacity: 
Bricks 11.000,000 per year 
Tiles 680,000 per year 

Investment:      4,571,850      piastres,     including 
US$35,100 for equipment. 

The  third project was  approved  for expansion 
in April 1964. 

Production capacity:     14,000  tons per annum 
Total investment: 8,933,800 piastres — 

1st programme:   3,775,000 piastres; 
2nd programme: 5,158,800 piastres. 

Investment in equipment: US$148.9(H) — 
1st programme: US$62,920; 
2nd programme: US$85,980. 

These three projects will come into operation at 
the end of 1965. 

(k)     Paper industry 
Two projects were approved in 1964 for the 

manufacture of wrapping paper, Renshi paper, paper- 
board, onion-skin paper and corrugated paperboard. 

The first project for a production capacity of 
5,500 tons of pulp per year and 5.5(H) tons of paper 
per year is under study. 

The second project was approved in June l%4 
and provides for a production capacity of 800 tons 
of corrugated paperboard per year. The total in- 
vestment will be 10,500,000 piastres, including 
US$100,000 for equipment. 

(1)    Glass industries 
There are two projects for the manufacture of 

pharmaceutical ampoules and glass products (teapots, 
cups, light bulbs, bottles and so on). 

The first project, which was approved in March 
1964 and which concerns expansion of the production 
of glass products (cups, bottles, light bulbs, plates, 
bowls, teapots and so on), is already under way 

Production capacity: 2,500 tons per annum 
Investment: 16,000,000 piastres, including 

US$223,105 for equipment 
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Number of workers:     22 
Value  of production:     16,000,000 piastres 
Annual saving of foreign exchange: US$302,140 
The second project, which was submitted by  a 

new   private company  and  approved  in   April   1964, 
and which relates to the manufacture of pharmaceuti- 
cal ampoules, is now being carried out 

Production capacity:     I .MX) tons per annum 
Investment:      28,000,000     piastres.      including 

I2.000,()(M) piastres for equipment 
Number of workers:     53 
Value  of production:     35,(KX),0OO piastres 
Annual saving of foreign exchange-  US$630.(XX) 
With   effect   from    1966,   the   production   from 

these  units  \.ill  be  of the  order of  4.1 (X)  tons per 
annum. 

(m)     Artificial   leather 
This project was approved in IX'cember  1964 
Production capacity    600,000 metres per annum 
Investment:      11,355.840     piastres,      including 

US$91,664  for equipment 
(Source      (¡eneral  Directorate of Miring.  Industries and 

Handicrafis). 

( n )    Food industries 
(i)     Sugar 

Four sugar-mdl projects are at present being 
implemented. Viet-Nam's requirements of white 
sugar in the next few years are estimated at 70.000 
tons r>er annum. 

Production and imports in 1962 and 1963 were 
as follows. 

Whilf sugar    fìrown situar 
Production (ton>) 64,141 

1962 
Imports  (tons) 51,848 
Production (tons) 61,046 

I 963 
Imports (tons) 48,090 

Ouang Ngai sugar mill project 
Production capacity:     15,(XX) tons per  annum 
Investment      4<X),000,000    piastres,     including 

US$3,<XK>.000 for equipment 
Number of workers:     6<X) 
Value    of    imports    substituted:      36O.0OÍMXX) 

piastres 
Annual • avine of foreign exchange    US$2,600,(XX) 
Scheduled time  of completion     end   1966 

luv Moa sugar mill project 
Production capacity:     15,(XX) tons  per  annum 
Investment      413,434.001)    piastres,     including 
US$3.088.(XX) for equipment 
v umber of workers      700 
V;«e    of    im;x>rts     substituted      400.000,000 

•v IMIíS 

Annua»    saving     of     foreign    exchange      over 

Bmh Duong sugar-mill project 
Production capacity      '.5,000 tons per annum 
Investment:     4O0.(XX),000     piastres,     including 

US$3,(XX).(XX) for equipment 
Number of workers:     600 
Value    of    imports    substituted      3M),000,00<) 

piastres 
Annual saunt» of foreign exchange    L;S$2.600,(XX) 
Scheduled time of completion:     end  1966 

F.xpansion of Vinh   Phu sugar-mill   (approved 1964) 
Annual production planned:     7,500 tons 
Investment       95,(XX),(XX)     piastres,      including 

55,(XX).(XX) piastres for equipment 
Number  of  workers:     230 
Value     of    imports    substituted:     200,000,<XX) 

piastres 
Annual saving of foreign exchange : US$ 1,800,000 
When the above sugar-mills come into operation, 

it will no longer be necessary to import raw sugar 
for further retinir.g. Sugar produced by small-scale 
producers will, however, be needed to satisfy the 
country's total requirements of sugar. 

(ii)    Milk 
A project submitted by a private company for 

the manufacture of juice milk' was approved in 
October  1964 and is  now being implemented. 

Production capacity: 3,000,000 bottles of 180 cc 
capacity per year (10,000 bottles per day) 

Investment:       6,000,000     piastres,     including 
US$56,106 for equipment 

(iii)    Frozen sea-food 
This project was submitted by a private company 

specializing in the manufacture and export of frozen 
seafood (fish, shrimps) and was approved in August 
1964. 

Production capacity:    300 tons per annum 
Investment: 4,000,000 piastres, including 

US$5,000 for equipment 

(o)    Textiles 
The textile mill projects being implemented or 

under study are described in table 17. 

( p )    Cement-works 
A cement-works with a capacity of 100,000 to 

150,000 toni it planned at Long Tho (Thua Thien), 
where there is already a hydraulic lime plant with 
a capacity of 18,000 tons of lime per year. 

Production capacity: 100,000 to 150,000 tons 
cement per annum 

Investment:    100,000,000 piastres 
Investment in équipaient:    US$2,000,000 

IX.    IXPOtT Of MAMUPACTUtlD GOODS 
AND UMI-MAMUPACrUtlS 

•.   Recent •'•»•Inpumrt •# H» •»!•*«• •# »fde 

Table II shows Viet-Naa's balance of trade 
position in the years from 1935 to 1963.    It can be 



A  COUNTRY  STUDY  ON   THE   REPUBLIC  OF   VIET-NAM 373 

X 
ut 
H 

:i 

¡   i 

i* IS 

si 
si 

Ò 

»    6T3 
1 si2 

—   MUJ   7 

an 
e 

o 

a.' 
3< 

II 

ESE 

Z 
> 

1 
11 

z 
> 

I I 

i 
J ,12 

8 i 

I 3 
I'S 

•2    "S 
S     ó 

III* 

.Il e .    a s¿ - 

l'I. 

ss 

Z 
> 

c/i 

I      I 
«1 = 1 

e •- e — 

e =: C 3 
¿ e " 2 

•a? g o  rt — 
««E 
S.-9 

« o 
's u 

Í e 50   ù   S c fe - 
.E   a^^! 

— ^ a'S 

s — 

- «  Ç « 
« in 

~y 

*c .î 
e -r S •»      ctEmEtEw, 
3  >    3  * 35-3*3*33" 
f  ~ f\ —      Sì ~ :f, — j- — s. — 

¿2. 
1 

3 

- e 

r I 
> 

-G ES 
o 

'3    ^ 
§ E      « ' 

E     E 

;S3: 

¡J 

o E 

Z      7 
>      > 

I      I 
v, .-s t- .*a 
-Est 

2 — 

¡l 

E 

E 
il 

I       í 

n 
§1 

S3 
>> ï 

Ï3 



374 

«tn that there has been a persistent deficit, the 
va ue of exports amounts to only one-third of the 
value of .mports and the .rade deficit is financed 
by foreign aid. 

 (values  in   million  piastres» 

I jlur 

1955 
1956 
1957 

1958 
1959 
I960 

1961 
19ft: 
1961 

1964 

9.211.6 
7.617.7 

10,104 1 
8.125.0 
7,861.4 
8.441.9 
8.928.4 
9.2592 

10.016.1 
10.4 IM) 

2.423.7 
1.578.8 
2,8192 
1,932 I 
2.627.3 
2.994.1 
2.4?7.7 
1,981.1 
2.681 I 
1.692 0 

7.284.9 
6.192.9 
5.2340 
5.417.7 
6.6506 
7,277.8 
7.312.6 
8.724.0 

279 
23 8 
134 
15 6 
27.8 
214 
268 
162 

The   structure  of  the   balance  of  trade   shows 
certain symptoms common to all industrializing coT 
n«.  with  .mports of industrial equipment  rising", 

an increasing rate. h 

The   external trade  position calls for a  policy 

£ T\ ?X,Change COntrol and res,ricti• of inCrt- to absolutely essential products.    I, a|so jusfifi•
P°£ 

pract.ee of g.ving export subsidies ' 

k.   Ix^ita *f nMnutachirtrf mmé Mmi- 

All of Viet-Nam's exports fall into the category 

1   s^an„frfaCtUrCd   and   -i-nanufactured 
Kh  ouanhr ,      T^   '°r  re3S°ns  Conne^d 
nt   E?, a

f
nd ^ .^ quantity produced ,s 

au liiv   . d0mcS"C   r«l^ements   and   the 

^HT^lTI UP ,0 ,mernat,0nal Standa^ 
o    V  , M     • and Camh°d« effects the volume 
of   Viet-Nam s   external   trade   to  some   extent    •„ 

1   ef
X^rts   of   certain   manufactured   products    Ö 

irjZySr*have **"•fa,,ing -^ 
c.   Expert  in4wttri« 

Table   19 shows export data for some industrial 
products for which figures are available. 

UBI r   19 

Beer 
Duck feathers 
Vegetable   oil 
C innamon 
fcgg yolk 
Salt 
Tea 
White  sand 

EXPORTS OF SFIH „.„ ,NDI,SIIH*,   M.WWIS 

1962  AND   1961 

vitti i'>i, 

i Im- 
' mi r M i 

1.109.1 
570.3 

2482 
914 5 

2.116 
512 9 

4488 
658 S 2.4108 

204 
1,869 5 

16,250 

556.5 
152 9 
.189 3 
161 5 

231 
128 

1,749 
20,595 

61 2 
252.6 
443.4 

9« 1 1,870 3 1,873.6 1,903 1.912 5 80,770 2799 116,885 476.3 

'NDUSTRIAI-J^V^"PM^TS   IN   ASIA    ANO    rHF    FAR   EAST 

it should be noted that only the white^ndTnd 
marine salt are exported in an unprocessed state and 
the remaining items are manufactured products. 

FxJji Zde,    t0   StTlate   ,hc   cxP°rt   sec,or-   »he Export  Development  Centre  was  established on  28 
November 1964. Several measures have been taken 
o promote exports, including the simplification of 

formalities m order to avoid time wastage the pro- 
vision of export subsidies, exemption from some duties 
and taxes, and the establishment of an industrial 
standards control bureau. 

By   following   a  rational  external   trade  policy 
t is hoped that an improvement in the balance of 

^* ä"- of fhe cxport sec,or '" PartÍCU,ar 

I Laws and reputations 

Although no system of industrial standardization 
has yet been adopted in Viet-Nam and the cstabìh 
ment of a standards bureau is still al Í 
stage some legislation has been introduced T£ 
the standards of certain local products The JE 
m question are the following: reacts 

ÍÍ/Í 29 ?"Ch l95g (amend«l by an order 
^»^^*•£ 
Order  of  6   December   1961   concerning  per- 
manent wave lotions. ^ 

Order of 9 January 1962 concerning toilet soap 
Order of 9 January 1962 concerning detergents 

fîmes.0'  ^   JanUary   '%3  C°nCernin* bic^ 
With   regard   to   quality   control,   the   following 

enactments should be mentioned: TO""*'n¿ 

14/<í rde.C,ref   °f.2   May   ,960  enforcing  act  no 
prod^       ,Une 1959 rC,a,inf ,0 ,he contr0 ' * «S 

Act No.   15/58 of  19 December  1958 fixing the 
control measures and procedures. ' 

2.    Organization 
The study and publication of standards is under- 

dken  on  a  provisional basis  by  the  Directorate of 

fo..ow^ si^rof a s,andard invo,ws <* 
Preliminary study of the question of standardiza- 
tion by the DIH *«ruiza 

Meeting of the producers concerned. 

Appointment of a study committee made up of 

trGrrntfrom pnvate «***~ -^ 



A   COUNTRY   STUDY  ON   THF   REPUBLIC  OK   VIET-NAM 375 

Drafting of an order fixing the standards 
Consultation with  interested parties. 
Revision of the draft order by the DIH 
Submission of the final draft to the Ministry of 
Economic Affairs. 
Publication of a definitive order fixing the 
standards in the official gazette and distribution 
of copies of the order to organizations concerned. 
The methods of applying sanctions ;ire specified 
in each order 

3.     Remark \ 

Standards which have been fixed by order are 
compulsory in nature and not simply indicative. 
The maximum penalty for infringing the standard re- 
gulations  is closure  of  the  factory concerned. 

The standards established in this way are aimed 
directly at products which have a harmful effect on 
the health of consumers if they were manufactured 
in a defective way In order to establish a system 
nf industrial standards, the Ministry of Economic 
Affairs in collaboration with the Industrial Develop- 
ment Centre is carrying out detailed studies of the 
matter. The difficulties involved in establishing such 
a system are more or less of a technical nature, but 
the undeniable advantages will encourage the authori- 
ties concerned to complete their studies a* soon as 
possible. 

X.    MIASURIS   FOR   ACCI LI RATING   INDUS- 
TRIALIZATION,    DIVERSIFYING    MANUFAC- 
TURING,    AND    PROMOTING    IX PORTS    OF 

MANUFACTURE PRODUCTS 

•.   IrMd atiwtafy of «cH«« 

In order to speed up the development and diver 
silication of industry, the Government has adopted a 
strategy  based on the following series of measures: 

I      Restoration of balanced import-export trade 

The Government seeks to reduce imports in 
order to effect savings of foreign exchange, and at 
the same time it endeavours to expand exports of the 
country's manufactured products. The Export Deve- 
lopment Centre was organized for that purpose. 

2.    Promotion  of  industrial development 

The Government gives particular attention to 
small scale industries, providing them with technical 
assistance, loan facilities and raw material supplies. 
The Handicrafts Development Centre has the special 
function of encouraging the development of these 
industries. The Government also promotes exports of 
sm; II industries' products that are competitive on the 
world market. 

In order to encourage the establishment or 
expansion of large-scale industries, the Government 
seeks to attract domestic and foreign capital by grant- 
ing tax  concessions or  by  providing loans  to large 

industries (Industrial Development Centre). In this 
connexion, industries using local resources are given 
particularly favourable treatment. 

3.    Establishment of ne* imlnstiial districts 

Two new industrial complexes have been set up, 
the An-Hoa-Nong-Son complex and the Thu Due —• 
Bien Hoa complex. The construction of these com- 
plexes attracts new industries to the areas, and these 
industries thus have the benefit of much lower in- 
stallation costs. 

4.    Harmonization of industiud  and agricultural 
development 

Almost 80 per cent of the active population 
of the country is engaged in agriculture and it 
would be useful if part of this excessive rural popula- 
tion could be channelled towards industry. The 
mechanization of agriculture would free a large 
number of workers. The diversification of agricul- 
tural production is essential for industrial development 
since most industries, especially processing industries, 
make  use of agricultural products 

».   IK tamal •••¡stane« nfité 

Following the principle of the division of work, 
Viet-Nam needs the co-operation of other countries 
and international organizations for its industrialization 
process. The assistance required in the various fields 
is described briefly in the following paragraphs 

1     Joint ventures 

The formation of joint ven ures involving differ- 
ent countries, where the countries concerned provide 
each other with complementary resources, would be 
welcomed  by  Viet-Nam. 

Many industries need international agreements to 
ensure them of a market and to stabilize the prices 
of their products. Industries lor which Viet -Ni. m 
would appreciate agreements of this nature with deve- 
loped countries include rubber, chemical fertilizers, 
and motor-car assembly In this way, Viet Nam 
would be able to establish modern industries with 
the help of advanced countries and, at the same time, 
Viet-Nam's manufactured products would be able to 
find a market in the developed countries, thanks to 
the various systems of preferences which these agree- 
ments would introduce 

2.    Manpower  surveys 

The   external   assistance   required   by  Viet-Nam 
in   carrying   out   manpower   surveys   falls   into   two 
categories as follows: 

Assistance in the form of trained staff 
Statisticians specializing  in surveys in deve- 
loping countries. 
Manpower planners. 
Population experts. 

Assistance in the form of equipment 
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Equipment for the setting up of general statistics 
training centres. The aim of these centres would be 
to train intermediate and senior level staff to replace 
foreign experts. The duration of tra.ning would be 
one to four years. , 

Training centres for economic programming and 

planning. 
Equipment for technical laboratories 

3. Fellowships 

Viet-Nam has already benefited from several 
fellowships granted under the terms of the Colombo 
Plan and bilateral or multilateral technical assistance 
agreements. The number of fellowships is still in- 
adequate, however, in relation to the country s «cedi. 
Fellowships  are   required  in  special  fields   such  as 

statistics, national accounting, bank management and 
company management. 

4.    Technical know-how 

Viet-Nam is keen to acquire technical know-how, 
capital   and   institutional   support   for  entrepreneurs 
Any   external   assistance   in   these   fields   would   b, 
welcome. 

5.    Imports of manutenlured goods into developed 
countries 

If markets are to be found for Viet-Nam's in- 
dustrial products, the developed countries must.help 
by opening their markets and eliminating all restric- 
tions on external trade. 








