G @ | TOGETHER

!{’\N i D/? L&y

=S~ vears | for a sustainable future
OCCASION

This publication has been made available to the public on the occasion of the 50" anniversary of the
United Nations Industrial Development Organisation.

’-.
Sy
B QNIDQI
s 77

vears | for a sustainable future

DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org


mailto:publications@unido.org
http://www.unido.org/

05166

| United Nations industrisl Development Organization

1DM0.165/20 /Add,1

22 November 1 -
ORIGINALs ENOLISH

Neeting on Industrial Development Strategies
and Polieies in Small Countries

Vianna, 26=)0 Novesber 1973

WIMOUT OIL OR ONER NINERAL RESOURCES

Dahomey, Mh., Somnlin, .v
Hendures, Lebansn, Parogusy

provared by
the Seoretariat of WNIDO

1/ This dcoument has been reproduced without fevmal editing.

14.73=772)



. S, WO —— o - -

We regret that some of the pages in the microfiche

] copy of this report may not be up to the proper

§ legibility .tandards, even though the best possible
copy vwas used for preparing the master fiche.







The exver:ence of economies without mineral resources

At an earlv stame of industrialiraliont Dahomey, Qambia, Somalia

At 2 more sdvanced stage of industrializationt Honduras, Lebanon,
Paraguay

The exverience of Dahomey, Gambin and Somalia

When the United Nations nelected 25 "least developed”" countriecs
in 1971, Nahomey and Somalin were included.l/ Their experience is
therefore of varticular interest to UNTDO,

‘At the time of achievinr political Tndevendence (Dahomey :nd
Somalia in 1960 and Oambia in 19€5), very few industries existed in
these three African ‘,ommtriel. "?he,. principal source of income was the
comrercial development of livestock in Somalia, proundmuts in Gasbdia
and both livestock and groundmuts in Dahomey. The development strategy
in the 1960n emphasised the further development of agriculture and most
of the major industrial nrojects developed in the 1960s have been agro-
_ based industries. | , . ,

A common theme of each author's iml,vsic ic that the low level
of incomes (and hence purchasing power) has been the major comstraint
on industrial lemem: only ¢ very small part of the populatiom
benefited from the develonment of the modern sector in the 1960s,
Although the transport network improved in the 1960w, difficulties

| remained in exploiting raw materials and in moving manufactured goeds
to the rural sector both in Oasbia and Somalia.

The other major constraints were difficultien ‘n ralsing finanee
for new industrial veniurer and inadesiate develovsent of labeour and
sanagement akj.us:' according to the authors, these constraints ware
of sreater.imporiance im Oambia and Somalia tham in Dnhomey. Industrial
sites, power and water were generally available in the larser towms and
only acted as a constraint in establishine industry in other varts af the
oountry,

1/ 7he principal criteria vere: (a) that less than 20 per osat of
the population over the age of 15 ysars were literates (d) that GOP
ver capita was less than 3100; and (o) that the share of the mamw~

fasturing sector's output in COP was less than 10 per cent,
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Prorarin  development annears ‘o have Ween most ranid in
Dakomey where ONP inercaced by 4.5 per cent ner ven: tatween 19%9
and 1967 and hv 7,7 ner cent per yaar between 1967 and 1970, In this
sezond veriod, aariouliural oatput erew bv 7 per cent x vear ard menaface
turine outrut doubled, »e“leatine - sunid avuarsion in the cultivation
and processing of cotton and the establishment of a broader range of
congumci oo . Siildiae matoriats ndatiiess Nevertheless, cutput of
the manufacturing sector tell chort of the overall inrmet of the 19€6-70
Dovelooment Plan hy about 25 ver oent, Durine this veriod, nearlv =all
of the mafor orojects were estatlished with external assistance or
foreisn investment; the domestin mrivate cector was lese imvortanty
and the Covernmant had ro funds +o snera for oublic investment in the
manufacturine ssctor,

The author aoncluden that the main preconditions raw exis: for
{adustrialication in Mhomey; +he stratesy of eoncemtrating on
‘ ndustriag based on arrioulture, mineral resourcee and oil (fertilisers
and some chemiecals) ia the anpropriate ones btm* ¢the vaskare of nolicies
and measures used t7 promote industrialization is insufficient, What is
recuired is (1) the ormanization of ingtitutions to mobilise domestio
and foreimn capital and shanne) it to the industrial seetort (?) the
defini+ion o€ areas of action of the "rivate and mblic eectorsy and
{1) the creation of » centre for tha elaboration of industrial orojeets,

o*

In The Gambia economie growth averaged 1,1 per cent per vear im
the 19608, The bazjo structura of the economy changei verv little and
a~piculture etill contributed S€ per cent of GDP in 1970 mamfastur-
ing'm cortridbution war then lees than 2 per gent, The verv amall market
(namlnation 500,000) har acted as the most seriour comstrainty meveral
industries which were established in the 1960= ran into A:fficuities for
this and other reasons, lack of trangnort, lank of resouraes and a
shortace of trained mannowar have also acted as oonstraints hut ave
pradually teine overaomr., Few ‘lambiang had mufficient savings of their
own to firance sndustries in +he 1960s and torrowine from ocommercial
tanks was diffionlt, Fore‘qm investment is welocomed, bDut so far it
har teen atiracted only to tourist and fishine nrojects. A 50-asre

industrial esta‘e has toen establisnhed, but it resains larrely umutilised,

The aythor believas that 2 suocessful start to industrial develop-
ment Yaced on the domestic market must cwait vavid develooment of
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agriculture and rursl areas nd forther sabatant al ieprovements 1n
the Cambaa's infra-tructure. L w11l 1so eequire ‘nrene, €icd
efforie to foster cntreprencurial ond monagerial okilla and the ~on-
ducting of feac:b.ii*y studien of 2 e e of rew tnduaspial
projecta, The newlvecrentea Jom. *crat wad Deve! mnent Vank waa
badly needed, ana .t can be arpected to piar a madoer role 1n Gambia's
industrialisation fror now on, Olher inst *uw*ional chinees are likely,
The other clements of the naw indusirial developrent strategy riow
actively being conaidered arc (!3 an orgam:zation to manare the
industrial catate and cegiat amall-seale industries ad (2) the
establishment of a mamufacturins free ~one to promote exnort-oriented
industries,

When the Somali Democratic Republic waz formed in 1960 aut of ex~
British Somuliland and the Italian Trusteechip Territory of Somalia,
livestook was the principal source of iacome for the nomadic populationg
there was little basic infrastructure and education had teen confined to
a small elite, The coun:ry inherited a chronic budsrt and trade deficit
and until *he Revolution in 1969, there was net much commitment to
sarious development; according to one rough estimate economic growth
during the 1960s avewmsed 1.3} per cent per year. Value added in manue
facturing in 1971 was =hout thren timec tha 1967 level; &u vary rough
estimate sugrests it contributed 9 per cent of GDF in 1971, In recent
years, the State has bacome actively involved through a nationalization
programae and new projects in the manufrcturing and other sectors of
the economy. Most of the larme industries are pudblic enterprises

resouroe-basad and export-orienteds the private sector, particularly
in recent years, has not responded to the generous concensionts provided,
Many of the precond:tionc for industrialization are s%111 abvsent -
qualified manpower and managerial talent, & nation=wide {rarsport svstem,
industrial estates and adecuate power and water supnlies. Rut above all,
says the author, a viegorous and sustained Jovermment commitiment to
industrialigation is lackingg +the relative roles of private and pudlic
must be clarificd unequivosally 8o that the private mector makes maximum
use of existing establichmentn and i prepared to establish new industries,

Existing smallescile industries need to be prouned into co-operatives,
Training institutions must be evpanded and the eontent of training changed.




Paeh more atiention mst he ~iwer *o darentralizstion and ‘he

o+ aplishment of erowih noles. ¥odificd or rew insiitutions are
voraired (2) %o strencthen domeztic and fore.m marketine and distrie
vation, (B) to identife and avaluatc new irdustrial vrojects and (c)
o apovi de advieory cerviens or aroduct destirm, cheice of “echnalosv

i rmaltv sontrol.

mhe exnoy ence of these three 30 called "least-developed”
countries raises o ney ent ot ~ssuee, Diceusrion bY the meatine mieht
:wslude consideration of +he ¥nllowine gtrateria cuestionss

(1) YMmat nonzitle stens hove been consilered bv each ocountrv

40 avercome the constraint ipmasad oy the low level of
ourchasin. oower of the doment:c market?

(2} Has ench countrv devnted a euffisisntly high provortion
of the nation's inveximent and other resources to
ipdustrial develommernt? T notywns the ghort-fall due
+o () lnck of precondi+ions for industr: al develomment,
(1) the over=nll dewvelonment sirstesy nonoentratine on the
development of other sestors, or to (e) ~ failure to i
nglici er gtrong =moucrh to attraot investment in the Mamie
Faatuprine sector?

(3} Hag esch countrv *aker sufficient riens +n anticinate the
tpaired mannower and nkill remirementc of industyrr over the
next 10 vears?

(4) Hns the ma*tern nf owmarahin destred Bv ench (overnment.
been defined with wuffieient elapity? Hag pablic ownershio
sroved an effective meanc to inmitinte nev ipductrial nrojects?
(3) Hes each cranirv mode  optmal use of external mources of
technolomy, publio and private investment? 1In which
industries was foreigm collaborstion actively oromoted and
whv?




The experience of Honduras, Lebanon and Paraguay

Amons the second qroun cf countries, indusirial devealopment
gathered momentum in the 1960s in Honduras and lebanon but stasnated
in Paragusy until the final vears of the Decade, The annnal economic
growth in the 1960s was 5.1 per een* in Honduran, 3,0 nep cent in
Lebanon and 4.4 per cent in Paramay; the annual growth of manufac-
turin: outpui was 12 per coat in donfurasy 10 per cent in Lebanon and
5.5 per cent in Pararuav, Tndustrial progress was slowsr in Parasuay
in the 1960s beca.u:.w opportunities fop import~subst,i tution industries
had mostly been explm ted in the 1940s am; 79503' in Honduraa and
Lebanon these opportunities remained 10 be,and were, exploited in the
19608, Honduras Joined the Central Amerioan Common Market (cmcon) in
1960; exports of namfactured zoods increased rapidly in the 19605.
Lebancn also successfully increased manufactured exports in the 1960s
to Arab countries and other markets, Ry 1970, each coun'rry exnorted
very appraximately 20 per cent of its mamufacturing output,

In Hmﬂuru, manufacturing output grew by 12 per cent a vear between
1960 and 1972 compared with 8 per cent in the 19508 The main thrust
cane frou domestic private investors: the Oovorment sponsored a few
large projeofl: foreign investors promoted only a few industries
despite liberal conoessionn, which had to conform with limits imposed by
an agreemcnt among CENCOM countries, Pr:vate and foreisn investment was
below the Government's expectations, says the author, because of the low
level of incomes, the insufficient) - integrated domes io market, a lack
of entreprencurial spirit :und a ehortege of skilled iabour,

Industrial ngh hu depended mainly on an expansion of domestio
purchasine power and mmued penetration of import-substitution
industries, RExport expanded to other CENCON countries but attoupn to
promote export-oriented mduatriu (inoluding labour-intensive ones) had
disappointing resulte, in pu't because of the low quality of local
supplies and raw uterialn. Nevertheleas about 20 per cent of manufao-
turing output was e!portod in 1970,

In Lebanon, in the 19508 the entrepot trade, the rapid ecxpansion of
banking and other services, construction and tourism were the fastest
growing sectors of the economy. A free trade policy was followed and
manufacturing industry had to recover from the break-up of the customs
union with 8yria. Oredually Lebanese manufacturers developed products




able to compete with imports n the ri ch’larqé'lv anorotected domectio
markety thev nlso decame nerereinely succersfil ‘n ‘he 19608

supvlvine the booming markets of neichbourine Arab countries, Processed
food, clothing and shoes were Amonc the products exvorted further afield?
and bv 1970 about 20 per cent of mamfactaring outmur was axported,

A lzimges=feire develooment stratemv wag follcwed whioh relied
almost completely on orivate iritiative, There was no shortage of
entreprdneurial talent and the number of enterprises grew from 1,400 in
1950 to 6,250 in 1970. By 1970, 95,000 workers or 1{ ver cent of the
active nomlation were emoloved in manufacturing. This growth took
place with only modest assistanace from Government volicy and sunvortins
inntitutions. Tariff protection (:f eranted at all) was usually lese
than 10 ner cent and tax incent:ver were no longer than § or € years.
The liberal economic nystem h1s attracted some foreism investment but
{4 i& lahaneme inftistive that has trovided the main thrust of industrial
development, The fovermment haes sunnorted an industrial technology
institute and vocational and *echnieal trairine, The current Develoomont
Plan emvhasises further improvemenis in :nfreetructure, education and
gocinl sevvices, For ‘ndustrr, the ertablichmant of momfacturing free
mones are beine gonaidersd,

Tn Paremuiav, +he srowth of nomilation (1.2 million in 1950 and 2,3
million in 1970) and »ipine <ncome levels have brousht the domeetio
mavknt to o 2ize where it con supnort 2 wider vanze of industries, In
1970, rourhly 20 ner cent of ranufacturine outm® wae of intermedinte
orodunis and zlmost 10 ner cent of canita) enods, Prior to the mide
19€0s davelonment wan larwalv una'anreds the mmn thrust of induetriali-
raténn oame from the urivate sector, The meior industriee were food
arocecsing, textiles and building mater alsy meat, other arricultural
products and timber were mwroceased for exnort. Planned develooment :n
the 1ate 19A0s niiesd Presh emahzris on emnl ovment oreation and
decentrnlination of *he location of industriery nrioritv onroiects were
idarsified and thome of strateeic immortance (e.m. oement) were
imnlemented in the mublic sector,

Parezuay '3 a land=1ocked countrv bounded h,\" Argentina and Brasil,
Tt hae therefore bteen necessar~ to orotect local industries, ‘Then
joinine the Latin Amewican Frer Trede Arvea n 1960, Parasuay was
alaanified as o relativelv lens develoned country eligible for urefers

ential 4yentment, In racent vears *he dsvelopment strateer has become




more outward-!ookins. Jomm- tmepts have Yaen maie to develon Laree
Bcale infrastrmicture nrojecte in th enri IO Lhers w1 take
a‘lqnp: time to vield returncy n the ircar.im. narsive immortg of
capital goods will be required, . 1971-74 Deyalonment Pla.
therefore indicates the nced for o muich faster cipangion Af exporta,

The authorz suggest that the slow growth of industry in ‘he
19608 was due to a shertage of foreign exchanwea to 1muort nachinepy
and raw materials, difficulties in financing come major nrofects and
a lack of machinery for tdentifying projects., Alihough education, it
the university level has “wen sufficient, there remain saveral mans
in vooationnl and industr.al trainine institations, The nrotsction
and invostment incent:ves ‘that vere ‘ntroduced one bv one over +he
years did not represent a clearly define policy and the reanonae of
the private gector in the 1960 was disappointine, In 1970 an
Investment Council was eatablinhed under the Ministrv of Commerce and
Industry to co-ordinate industrial policv, BExistine investment incen-
tives were revised in order to promote private investment in neoessary
and priority industries and the initiel results of this new approach
have been encouraging,

The cxperience of thesc three countries raises some interesting
issues. Discuszion bv the Meeting mimht include consideratson of the
following ocuestionc:

(1) 7o what extent ure 4iffioultier erperienced in developing

exports of manufactured mocds fror ezintine industrier
due to the pro‘:ation roliey folloved in the early stazes
of industrialization?

(2) Has the domestiec market of these three countries reashed
a size where it can support indusiries produgiry intere
mediate and capital roods? If 80, Wwhich indusiries, and
how has the Government promoted their development ?

(3) Which industries have been established in these countries
to serve markets of neighbouring eountries to whieh thew
have preferential access as a result of econcmic Qo=
operati.on agreements?

(4) Bach eountry now exports ahout 20 mer cent of manufice
turing outout, In whieh industr es have exnortes been
successfully developed? What factors lie behind the suocoess?
What form did Govermment support for evpert development take?




(6)

What etene were toxen o0 the Jovernrert and industrial
aptepnr ca- tremec Azt deveion okilisd Tabour and
cann-erial 3007 8T dnn um fl. velntive [mpoptancs
of cerh sourcen? ilninp *temee of Vil remained in
ahort sunnie 7 the "960p7

DA encr sour ™ w ko anvimal use of externmal sourees
of taahne arc, sublic aii and orivate invastrent? Tn .

whieh pdugtrics s farelwn coilacopation actively
nromotdd and whe?
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