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Igtr__o_ggction

The meetin: provides on orportunity o comrace tle

inducirizl develoyment
aciievements of 10 smalloer countrien over t

ae period 19%0 - T7C nd examine how

they are rolatod in the case of indivicdunl covntrics to

(1) tae prevailing nreco-citions for on’ obg

tacles to industrial
developmeat

(2) tho cconomic ana incustrial development strate-y “ollowed

(3) the industrial policius and neasures used, and

(4) the institutions used to promote anc support incustrial develcpment,

Tho achievements will he compared first, acknowled: ing that aveilable
statistics are litile more tinn a rovzh suide,

The influence of the other
fecur factors will be examined in

subsequont sections of this papar,

LA gomperison of geonomic and industrial developiont achievenents

For the first Unitod Nations Development Decade (1561 = 70), a target wns

set of an averase 5 per cent a;{:nal increase in real national output; this was

estimated to require an aV&zrag'ezxncrex~,f:e of manufacturin: outmut ~ at loant

8 per cent per annum, and an c.mt\_al increasc in a‘ricultural nwimut of 4 per
cent per annum, K

*

Five of tie 10 countrics who.vc exporience ic
meating cxocceded thin tarmei for
(mee Table 7).

bYein; considered at the
onomic srowth in the 1960s and five did mnt

The festor ~rovth economies ( edin:;' the 5 per cent taret in the 1960¢)

roq and ihc Syrian Arad lepublic, The
8louer growth cconomies wore the Donimican epublic, Ghana, Cuyana, Haiti and
Uruguay.,

were Bolivia, Costa Nien, “evador,

Fanufacturin; ovtput increased by more than 7 per cert per annum in four out

1
of the five countries th~t aclioved f-nter economic :rowth-/ 22 in only one of
the countries wiere zlowcr economic arowth wags achie 2 Arricultural output

*

_1/ The exception was the 3yrian Ar b Temublic vhore tie 1175 rrowth rate of

GDP for tle nericd 1960 - 69 vas cuc to a rapid avernge .anuval srowth of

agricultural output (5.5 per cent) expinined by a ver- poor crop in 1960
the bage year,

2/ Thece are bota tentative conclusions since ectimates of outprt of the

manufacturing and agriculturnl scctorsc ai constant prices arc rot available
for all of the 10 countrics.




increcased by more tian 3 per cent per aannum in four o' the five countries
vhat acuieved faster economic prowth and in one of the five countries
aciieving slower cconomic srowtl: (See "able 2). Expcrience suggests,
tiaen, that sustained repid growth of both agricultural ond mamufacturing
scctors is necessury te achicve 2 5 per cent ~rowtl rate for the economy
as a waole: the one exception was 3Joliviz where exnangion f the
mininz and manufacturing s=ctors ns rapid raough in the 196Cs to

outweigh tie impact of a staonant agricultiral sector,

The contributions of dle oriculturnl, manufactrwing, and oil and
mining scctors to ihc increcse in COP aclhieved in the neriod 1960 - 70 is
analysed in Table 3, he monufacturin - scotor's contributicn was zreater
thon agriculture's ir five countries ~aw cbout somal in another twog it
was only sijnificantly less in Irag and the Syrian Arob Republic (where
agricultural output increcsed 5.3 per cent ond (.5 per cent) and in laiti

which si~rted the period with » suall industrial scctos.

Chonges in the structure ol the economy over tic meriod 1950 to 1970
are anclysed irv Tnble d, This sBuzzests thnt cnly in tlicoe countrics
(Oosta Ricc, Ghana ancd the Syrian Arsb f-public) ns tie ranufeoturing
gector increased itc contribution real'y significantly - {unt is by

.

25 per cent or more over o xriod of 20 remra,

Statisticnl data on mplorment in the manufrcturing sector is
analysed in Table 5, Detween 100,000 and 300,000 »crsons are employed in
tiae mamufeacturing sector in nost of tie 10 countri-e. Between oncetuird
and two-thirds or the einleyment provided hy the manufacturing sector is
in industries employin; morc thon 10 persons, lost of tie inductrial
egtablisbmentis are amall-scale: the number of manufacturing enterprisas
employing more than 100 persons cxceeds 90 in only two countrics (Ghane
and Uruguay).

Value added 1n the renufactnring scotor in 1970 was ./8$150 - US$350 million
in seven countries (sec Table 6). It was much smaller in Jolivia and
Hoiti (the two countries witl. per carita income in 197C of less than

US$200) and in Guyany (the only country with o population lese than 1 million),

i A




11, Preconditions for, and obatocles to dndustricl developrent

The 10 cmaller countries wirce vxperience wiirl be considered At the
meeting werc it Jiffement sinwes of ceonomic .l socinl daveloprent in
1950, Urusuay vas alrendy at n iairly advonced o ey in fait: the
industrializotion procc~: h- Yno s S S VU S JE AT conriry s

vl < w2

clagsified rs onc o tii~ loarde-core l:ost=developed countrics,

(4) Constraintc imposed by tho small gizc ol the domestic market

Ir most countrics. thie lov purcuacing power of consumers las been a
major obstr-" to ‘ndustrialization: the lovels of wages hava been low
(pe.rticulo,r,ly in rural creas) and the disiridbation of income and wealth hag
been uneven, Howevar, population hus inecrcased rapidly (doubling between
1950 and 1970 in somc count ios) and per capita incone haw aleo increased.
The dcmestic market hns therefore been large cnougi to suprort a broad range
of industries producin; consvm:r goods.

Only in the case of Urusuny 34 Cogsta llica were import-substitution
oprortunitice complotely exhausted, A more sorious cffect was the small
size of plant chosen and its impact on cost and cfficiency. Decause of
the small mrrket, nony induvstrics vere developed as a single monopoly suppliers
in many coscs, foreign comgotiticr was not permitted as an alternctaive to non-
existent iaternal compctition; as a regult, there was no incentive to
increasc cfficiency ond moropoly profitc could be 3nrned except where the

Gevornment imposcd price controls,

To holp overcome thir rcenstra nt. mrome of the 1C <mall countries joined
gub-regional groups wiicl. created a larger market aron on which to base furthar
industriol v lopmont, U.e oy ontoined little rorelfdt Crom joining the
Latin American Frec Trnde Ares (LAFTA)  in 1760; Costa Rica derived con-
siderable benofits from joining the Central Amorican Common Market (CACH)
in 1962;  Delivia and Ecuador anticipate benefits from joininz the Andean
Group in 1968, where they werc given specinl concessions that recosnised
their losse-—doveloped sintus; Quy~nn i8 Leginning to derive some bonefit
from the Caribbean Pree Tr-de Area {CARIITA) formed in 196C which has beoome
a comnon mariet in 1674, Iraq and “he Syrian Arab Republic derived somo
benefit from assreiations with other Arab countries but so far, more or
exports of azricultural preoducts than oo manulrncivred poods. Only in tie
cage of Costa Rice have these associations 8o far led to the cxtensive use .
by local manufacturing enterprises of onportunitics to supply the markets of

ncighbouring countrics.




(2) Transport an corumuiicaticno: Pourr an' whter sup-liess
industrial sites

Ir most cow:iries, tras, ort an! com.unications usre inadeuate in
1950 irprovements oove beon made i- v Vot 20 years and in the majority
of comntri:s t. 12 or urban covntri e are ioaked Dy adequat. ro~dsy  but
n sccondar” ron. sy :iem cxtendin o miral arcas remaing inadecvate in
mos% counirice., As a rexld, ti.oce Los Leon dndequate integrotion of the
rurnl sector into the notionnl ec.iam ~nd ~ marled tendenc) for inductry

to locate in ti: major vidan centrec,

Insufliciont and unreliable supplies ol eloctric power and water heve
discour.:xd the ect-blislment of new industricn in several countries.
Altuocvrh progress hac ' ocn made towards larger and more reliable pover
supnlies from a n~ticnnl int.rconnected power syrstem, o high proportion af
oxisting industrial eonterprisce still -onerate thwir owm electric pemt-/
Availability of poues ~nd wter heo irfluenced tic choice of industrial
sitos touards exiatin ' urbu: centrcs and ~cted ~8 ~n1 oustacl. to the
development of small industrics in mural arcas. A slortoye of water hins
beon critical in one country (laiti).

Some countries have develceped indu trial et tes or industrinl sones to
overcome theue ciflicultiic and sryread e loc tion of industry to new
are'g, In other couvneri.c, whore indusiry is leavil. concentrited in the
eapital city, control over “he location of industries has been improved
through municinpal planninz, In seneral, tiv opportunity to promote
industrial developr:nt by srovidin: roagren-de industriil sitos apperrs %o

have reccivea too little atiention;  in prticul. r, n> country has developed
speoial freilitics for exporteoricnted 1.1dmtrieu-4

The wrys in which infrstructure .o been developed in tue past two
decades have tondod to concentr-t. tuc benofits of develooment in - fuow
urban centres, This [indin ic surprising sirce one would expoct thot for
countrios wit. smaller populntion (lcse *imu 10 million) it would be easier

to spread e Lenefits more wiucly,

L/ Tor cxmple, onc=hnli of pouer sonrumed by industry in tix Syrian Arad
Republic ~n one=thind 10 lcuader,

The first moetlis o.od the sccor of Darb.dus, llecritius and Sinzapore

in sttroctine cxport-critnt. o iadustrice vitl ro-i-node sites on indw:trial
egtates:  Cyprus . 30 oo dovoloped exporteorionted industrics without
jrovildin- such freilities,




C. Lse of domcutic rav ncerind:

St
Ia rever~i connteiso, inds "vicldiza ion i 72 end ol ex

far on imluntrio. —cin: dosostic rov mnte ~i L Wi toer o nomtly

-

rellecte tie pattern o denend (Tood, hovoin oo cfolh1nm), toene
incvstrice oo oo ercdor ance prrheps move profic Dl to Cewclon,
Hovever, in seve:l 228 tue develo vient of l-eal raw n-ieri-ls (ond

i aence industries vein then) nan ' to b por.iponed unti) tr asport

i access ww daveloed,

ot eountrics .aave cvoide” nlacin® obstacles on imports of r w
natericls necededl by the incuwatrial cector, st some countrics froing
critical balonce of pument dificulties liave subjected such preduote
to import liceusin-, The im cost of trongpert 4 lanu-lcchked countries
(e.zre 3olivia) hos ciscourated indvatries relyine extensively on imported
row naterials,

T

waan s81:ills onc eatreprencuri il tiative

Lack of rmualified n~nrover hac Me3r: tle niin constroist on

industrirlizotion 1o most of the 10 covntries: t-e principal excention
; is Uruner with o wellecducate., »art™y immi ront popvlation, Conoidernhle
prosress a3 xe made in wany of the 10 countries in the 1. t 20 reara out
tucre renain to varying cegrees saort~ es of se'ia¢1anle mana ement,
engsineerr, aocountants, svpervicors (foremen) and skilled workers, '‘hilst
the Gowverinent in some countries lac rocornised this as a critical aren
for action, in otliers (e.. Haiti) there is little realization of tlis

particilar obstacle to continued inductrial cevelopment,

Entrepreneurship has bee provided in nany countrics oy importers
wio turned to producin- locally the product tiey imported, Anotlor
source ..o vecn t.ue transformition of artisan and small-scale enterprises
to larser opercstions. Ownership has usually Heon confined to Tamilies
and snmall ~roups o investors and in the avsence of ~ copital market
promotin: uider ounershi: of industry, it has been difficult to [inc
largeccale enterprises. In some countries (Iraq and tne Syrion Avcb
Ne;ublic, for cxan-le) the Covermment has to.en responcibility for
initiatin: 21l or most reu larre-scale euterprices: in other countries
tiere Las been extencive (sone autliors cay excessive, reliance on foreign

investorse Domestic entreprenenrship .as been linitsd to smaller scale
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enterprises and has not provided as largc a part of tic thrust to
industriclise as is desirable if indurtrialization is to hecome a self-

generating procers.

Re Financine avaslobie to industry

VMost of the 10 sm.ll courtries lack a satisfactory institutional
mechanism for mobilisin; domestic savings to provide the private riesky,
and loan capital for new industrial entcrprises (both large and small),
Avcilable financing hies typically preferred safer aeas of private
investment such as trading and reocl eetate rather than mamufocturing
industry., Althouch institutions have been cstablished to provide risk
and loan capital to existing and new indus.rial enterprises in most
countries, thoy have not all becen cuccessful in raising sufficient funds
based on the intensive mobilization of domestic savings., The terms
and conditions of loans frem the commercial banking sector have not
always becn suitablo for the promotion of fledgling small industrial
enterprises; an institution thot oould provide finance under more
suitadle conditions (includin; an advisory extension scrvioce to loan
recipients) roquired further development in moat of the 10 oountyies,
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111 The economic ~nd industrial gcvelopggnt stratesz followed

The development strategy of the 10 countrics differ greatly,

It is therefore difficult to draw general concliusions, The approach
adopted in this section will thercfore be to summarisc somc of the
observations made by authore of the papers desoribing the experience of
individual countriis, The main emphasis will be on the industrial
development strategy followed in the 1960s. Countrics in which
mamufacturing increased slowly will be cdiscussed {irst.

The slow growth of manufacturing output in Uruguay in the 1960z is
attributed to lack of growth in personal incomes, stagnation of the
agricultural sector, shortage of tforoign cxchange and failure to adapt
policias to a situation where opportunitics for impori-substitution had
beon exhausted, The piiorities established wero too broad and polioy
failad to diroct investment to arcas whkre the country had a competitive
advantegn and where therc was potential for further induatrial growth.
Inflation was ondemic and there was a substantial flight of ocapital.

Tr~» slow growth cf mamufacturing output in lajti in the 19508 and
19608 reflectod the non-oxistenocc of an indusirial developmont strategy.
Although 50 potontial new industries were identified in the development
plan for the period 1964 = 74, only a few were implemonted because of
inadequate infrostructure, tho shortage of trained manpower and
inadequate arrangemonts for their financing, Reliance was placed on
private domestio and foreign invostors; the State's participation ,
(either directly or indiroctly) in implementing projects was rather timid,

The rate of growth of manufaoturing output in Syria in the 1960s

was moderate booause neither the public sector nor private sector wore
able tc fulfil thc investment targets allotted thom, The main thrust
of industrialigation in the 1950s camc from local initiative in the,
private sector; in the 19008 it came from Government initiativu:'

The growth of manufacturing output was slowest in the carly 1960s when
new investment was conoentrated mainly on the evpansion of existing
industries, More detailed planning and larger investmont resources con—

tributod to faster industrial growth in the lato 19608V 4 .

_1/ For the two~year pcriod 1970 - 72, an average annunl increoase of
13.7 per cent in mamufacturing output was achieved.

g/ For the 1971 - 75 Development Plan, public sector investment is
expectod to reach 90 per cent of to*al new investment in the manufacturing
scotor compared with 70 per cent in the 1961 - 65 Plan, :
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The present policy of Ghana aims at greater self-reliance through
the eata.bhslmont of new inductrics in the State and joint prwatc/otate
and privote scotors, In the sccond half of the 1960s private initiative

assumed importance agnin for the first time since the mid-1950s. Inves tment

in ile period covered by the 1964 - 70 Development Plan achieved the j7rget
level, but increases in manufacturing output were bolow the plan 1evel1 .
Rosource «~bascd industries account for 60 per cent of industrial production
and about 10 per cent of mamufncturing output is cxported.

Mrnufecturing ovtput in Guyana grew considcrably faster in the 1960s
than in the 1950c. The 1966 = 71 Development Plan, the first after
Independence, called for a special effort from the private sector and
Government to ot the economy moving azain.  Specific industrial projects
were identifiedj the public sector began to implement some industrial
projects as well as operating public utilities; later on the Government
took ownership of come projects oxploiting the country's natural resources.

Manufacturing output in Couador also grew morc rapidly in the 19608
than the 19508, The main thrust came from domestic private investment
which was promoted by incentives granted to priority industries, (selected
from o 1list or by specific criteria prepared by the Government). In 1963
over 80 per cent of employment and 50 per cent of production originated in
the ocottage industry sector; with low productivity per worker; this has
constituted onc of the major problems of industrial development or the

last 20 years.

Manufacturing output grew more rapidly in the Dominican Republic in
the 19608 than the 19%0s. Following the fall of the Dictator in 1961,
industrial enterprises owncd by the Trujillo family were transferred to
the public sector. lew industries wero estoblished by the private sector
and foreign invcstors: they produced consumcr goods -~ mainly processed
foode and textiles — and materials for the booming construction industry.
A large ferro-nickel plant was established. By 1970 sugar processing
contributed 25 per cent of manufacturing output compared with 36 per cent
in 1960,

1/ Over the decade, 1960 - 1970, they averaged 5.7 per cent per annum
compared with 6,3 per cent in the period 1950 - 1960,




lManufacturing output grew ropidly in Costo Rica in the 195Cs and
the 1960s. The nain thrust hns come from *ic priv~te sector which has
been guided by indicative planning of the Govermment ~nd promoted by
oredit and other ferms «f incentive, TForeisn investment has mad: a
major contribution mainly in the form of joint ventures., lembersi'ip
of the Centr~l Arcrican Common liarkct opened up o wider market for many
industrics but ndherence t~ sub-resional polioy constrained the promotion

of some other industriecs allocated to other oountries,

Manufaoturing outpnt grow fast in Bolivia in the 1960s after o
period of stagnation in the 19508 whioh followed the 1952 Revolution,
stationalization of tin mines and agrorian reform, The main thrust has
come from the private seotor with a small group of entrepreneurs controlling
many of the larger enterpriscs, liost of the potential industrial projects
drawn up as part of the planning process hove been implementedy  the
public seotor had to implement some projeots not undertaken by the privnte
saotor, The emphasis has been on agro-based industries, non=lurable
oconsumer goods, High ransport costs and o shortnge of loreign exohange
(until oil was produced) ncted as temporary oonstraints,

The following issues, which nre examined in the papers desoribing the
experience of these 10 small countries, will need to be considered by the

meetinel/ H

(a) was industrial planning sucoessful in indioating priority areas and
projects for new investment?

(b) was the policy frameworl. used adequately integrated with these plans
to ensure their implementation?

(c) was the development strategy sufficiently outward-looking and were
sigeable cxports of moanufactured goods achieved?

(d) did the policy framework promotc appropriate use of oapital-saving
technologies and sufficient development of manpower skills?

(e) wes sufficient attention given to the industrialisation of baokward
and rurcl areas?

(£) were suffioient moasures tak n o develop & national capability to
seloot, develop and adapt technology to suit the ciroumstances of
the country?

1/ Disoussion of the industrizl development strategy at the meeting will not
be oonfined to these issues whioh are faccd by all deweloping oountries;
rather it is intended thct discussion should icentify the problems which
are speoial to small oountrios and alternative ways to solve them.
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Small countri z face .. difrTicult task when deciding what level

o tarilil protective to revice (5> local industry. If it is too
uich, dnefiicicrt i1 h cogt inu iries may he established; if it
remaine peroaiently 4t o Licl Jevel or import controls are introduced,
industry a, earn excessive .rolitagif cuch protection is widespread
its lon =ter eflfect mo, Se o “voaidize industry -t the expense of
acriculture, On the otaer hual, if t-rifi protection is set too low,

aprortunitioc to e 1-0lis: loca' nroduvction may he miased,

Few of Lic¢ papers Jescribin~ ihe experience of individual countries
deseribec in Jc.uail the level of tariff protection, The most explicit
tarifl policy war fovnd in Iraq where import duties up to 15 per cent

were clar;ed on r-w naterials, 15 per cent te 50 per cent on other goods

and 50 per cent to 100 pc¢r cent on luiury items, In Uruguay, tariff
levels were 10 Lo 75 per ceunt [or goods competing with local products
and 150 per cent for luxury pooda, 1n Costa Rica, tariff levels were
estnblished Uy CACE policy which in the 19005 added a surcharge of 15 or
30 per cent em man, procducts and an economic stabilization tax of a
further 30 ver cent, Bolivia relied or import controls for some
products, In Ghana and Guyana, tarifi levels remained for the most
part at levels cet Jor revenue rnisin’ purposes and took little account

of the need tc promote indu-tirialization,

The impression the reader ~ainc, therefore, iz that protection
policy in almost ull 10 countries has not been ree-examined to see tlat
it fite thc goalc of inlustrial development, Tarifl levels have been
raised to accommolute 1. Ticieney and hish cout producers; they have
seldom been lowereu to «timlnte sroater efliciency, lower costs, and to
bring manufacturing entecprices to tie point wlere ther can compete in
export markets, ilhere t.eore oo Meen nc miding principles for
establisling levels of t .riff protectios, ad MC decicions hrnve started
to create o ctructure of tari?] level. which is far from unifo ! H

it gives too muca incentive for sor: indv. *vies 2. too little for

others cucu ag tion: rod-rin: jrtermediate and copitcl zoods and those

1/ The use of Ligh levels of tariify rotiuer then excise taxes on locally=- j
produce: ~A¢ imperied poor sy may neve encouraged local production of
lwriry goods.,.
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relying extensively on imported suppuee-/.

The impact of the tariff structure is modified in most countries by
the granting c. import du.y concessions for imports of both (a) mochinery
and equipment and () rauv materials and other supplics,  Only in come
countrics, were these concessions granted for a limited period;  but as
a general rule the concession was o'ministered so that 1t did not discourage

the development of local industries supplying these produnts,

Tariffs and import contirols were used to promote indusiry and curh the
eoonomy's demand {or imports a8 a rosult, the e:change rate uas often
2 L

neglected as a policy instrument and selling on the domestic market
6,

remained much more profitable than exporting. Some countries reimoursed
import dutiec and local taxes incurred in producing manufactured goods
subsequently cxported, but the meosures were too weak to compensate for the
high costs of production wiich protection hac permitted in most industries,.

The policy framework, tien, cncouraged an inward-loolkin; pattern of

industrialization even in countrics where exporting was a declared goal,

Protection policies were the most influential in determining the
price at which manufactured goods were sold in the domestic market; in
most industries internal competition was not sufricientl: stronz to bring
pricea down, This was often the case in countries in which private

ownership predominated, and tended to be the case in mixed economies using

both public and private ownership. lowever, in cconomics where publio
ownership predominated, the State frequently exerted controls over selling
prices; whilst this stimulated greater efficicncy in some cases, its most
frequent result was to leave the enterpripe with insufficient funds for

investment in modernization and expansion,

Taxation would have had an adversc effect on the promotion of industrial
development in most countries, but fou tie extensive uze of tex incentivery

Rates of taxation were ns high as S0 per cent and few countrics provided

exemption for reinvestcd profits or lower rates of taxntion for small

enterprises. Tax holidays were the most common form of incentive offored,

j/ As the peper describing 'lruguay's experience shous, the effective
rate of protection on thot part of the total manufacturing process
carried out in the country can vc umch higher thar the nominal rate of
tariff protection, particularly where value added is 1low,
The industrizl and oommercial Sectors, where taxes are most easily
collected, bore an excescive part of the burden of taxation.




providing full or partial relief from income tax for 5 years or, in special

cases, up to 10 year:, Wherc induntrialization had reached a more

advanced stoge, such benefits were granted only to priority industrial %
. :

projects or in the case of one country (Bolivia) cnly to enterprises ;

locatinsg in less~devcelopcd arcas.

Oniy -~ few of thu pmpers providc ~n evaluation of investnent
incentives, In Costa Rica, where reinvestment incentives are employed
they appear to have contributed to sustained rapid industrial growth,
They have probahiy helped substontially in other countrics. But in one

country (Uriguay) it is acknowledzed that incentives lLave little effect

if the investment climatc is poor as a result of a failure of the
development stratesy os a whole, They were also less effcotive in

another country (iliti) where importawnt preconditions for industrial

advance did not exist,

Wthere the Government's policy accepted foreign investment, it was
generally pgranted the same conditions as domestic private investment.
llowever, policy was scldom cxplicit on the arcas in which foreign
investment vas weliomed or on the terms ond conditions it would receives
few oountrics enacted a Foreign Investmont Laws in several countries,
political changes led to drnstic changes in policy which excluded foreign,
investment or led to nmationelization of private enterprises owned by

domestic nnd foreign investors alilke,

The role of external contributions of tcohnology is not discussed in
detail in any of the papere. Yet it ic & vital isoue and perhaps one
that can be morc fully explored in the meeting itsell where persons from
countrics which had adopted a ve;;':,r broad spectrum of different economic

. 1
and socinl systems are present ,

In the lagt anclysis, industrial policies and mcasures must be judged
by their impact on the process of industrial development over a period
of 20 ycars. There is cvidence in the papers that both policy formulation
and organization for its implemen+tation has improved considerably in this

period. The meeting mizht cousider what have been the most striking

1/ Since this is o mocting of cxperts, perticipants express their own
point of vicw; it is not assumed or cipected thrt they necessarily
represent the Government's point of view, lhat is required is an
objective positive discussion of the various' aspects of the industrializa~
tion proccss in smaller developing countries,
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improvements and what factors lic behind the accelcration of industrial

development in certain countrics in the 1l-ote 1900s and carly 1970s,

The meeting may also ~onsider whetler industrisl policivs ~nd
measures have been well-ndapted to achieve c~ch country's social ce
well as its economic objectives, Tre distribution ~{ income and wealth
has not dmpro~-cd in somc of tho countrics loscu expericncee in exaunined
and somc authors l~ve noted that the ranie »f owner: of industry hos not
broadened very much., Exmploeyment in tiie industrial soctor is still
small in most countrics and it has been argucd that low interest rotes,
dut; ooncaessions on imports of equipmenti and ccriain forms of tax
incentive (such as accclorated depreciation) have provided disproportionate
encouragement to labour-saving tcohnologies. Finally cven in the smallest
of countries, devclopment since 1950 scems to have benefitted mainly
those who live in urban arcas rather than the rajority of the populatiom,




V. ;nstitutions and industrialization

Only seme of the 10 ceuntrios prepared development plana in the
10508 and ro:t of tlhe papers ackrovledge the lael: of an industrial
development stirategy in thic period, Ly the ¢nd of the 1960C: most
conntri o had fornal plarnin: mackinore: in many countrics, it was

maided U0 A no ional council woin exercised consicerable political power,

A separate | anistr- of Industry (&p Industry and Trade) has been
establisiicd in seven of the 10 countriosg only tlhe Dominican Republie
Guyani ¢ Taiti apocar 6 hoave net ~dopted thic lform of orgrnization.
Where the Tinistr: o0 I wtrr is tzehnicallyr competent (and politically
powerful) i '~i contributel o dcteiled nla. for the industrial sector
to the nationl .oonomic development rlans, But the llinistry of Industry
has nct bLeen strons i 211 countriez, “n.! a major reorganization of its
functions has been concicered (though-aot implemented) in at least one
osountry. In liig and Syrin, vhore most maior projects vere implemented
in the public sector in tle 1960: tie linistry of Industry lelesated
control over tiw impl-ment tion a7 operntion of projects te a number of
agencios respongible for ~ rroup of enterprises in one particular seotor
or branch of industry, In e mized economies of Chana and the Dominican
Republic and Guyana, state enterprisec in different branches of industry
were eontrellcd Ly » siuicle stotc 20lding company. In none of the
oountries, then, haz tie I'iristry iself assumed Cirect responsibility

fer the implomentation ~.. operation of ind strial enterprises,

In cowntrics where the private sector implemerited the majority of
industrial projects, the inistry of Industry nnd Trade exercised oontrol
either directly throuch licensing new investment rrojects and the imports
of equipment tley r uireqd, andjor indirectly -“Irouh the granting of
invectment incentives, However, tie Vinistry of Industry and Trade was
usually only in & positior to reecmmen. to the liinistry of Finanoe changes
in the level of faPif[ protection, In Costa ica and licuador, the
Miniatry has the specinl additionnl fun

industrial development ir the ceolomie intesrntion programme with

ction of overseein;, the role of

neighbourin ' ocountrics,




In most countries, the national planning authicritr co-ordinntes

economic policy. In Gcuador, there is alsc an Inter-ilinisterial
Industrial Development Oomaittee, But in othor countries it appears
that the machinery for oc-crdinating policics affecting industry is
less formal, Inter—departmenta’ committees ocontrol the granting of
investnent inoentives in some countriecy in Teuador and Ghana the

authority to grant incentives has been delegated to o separate institution.

Several oountries have reccpnised that an autonomous Industrial
Development Centrc (or Development Corporation) can intensify national
efforts to prepare and finance new irdustrial projects; however, in
all but a few of the 10 oountries, suoh corporations appear 1o have
lacked the technical rompetence and politioal backing needed to beoome 2

major foroe in the oountry's industrialization efforts,

The development of financial institutions specializing in providing
long=term finance for the industrial sector has come rather late in some
oountries. However, one country(Zcuador) used five different financing
ingtitutions in the mic-1960s, including regional developmont oorporations
and a private finanoe corporation, Haiti has used revenue from levies
on imports and exports to provide funds for investment by its Agricultural
and Industrial Development Inztitute. DIven where successful financing
institutions have been developed, they scem to have relied lese on
external sources of funds for on-lending than incustirial development

banks in some larger developing ocountries,

Specialised anoillary ingtitutions

Most oountries have reached the stage of industrialization where it ,
has proved useful to establish a range of spocialised anocillary institutions.

Most countries have established an agency to introduce and monitor

industrial standurds. However, only a few uountries have so far established

one or more dustrial research institutions and instead rely on government
laboratories and university facilities to select and adapt technoloiy to
national requircments, The meeting might oonsider what speoial problens
small countrios envounter when establishing and operating these two types

of institutions which are sometimes combined.

Some ocountries have established oxport promotion centres (or foreign
trade institutes)., But,apart from one in Costa Ricy, they are not desoribed
as being strikingly suocessful so far. The meeting might consider whother
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he {eels necesnar: Tor sollu industrial develo ment; im,.ortant deciaiongs

are incluenced by political considerations and presgures; ceciniong wiiich

affect industrial developmmnt arc often tolen by other lMinistries or Ajercics.

Acknowledzin. thcse roalities, tae mecting o.aould consider what steps ean
be taken 1o irmprove t.c formvlation and implenentation of industrial

policy in small sountrics.

The octreaniining of i itutional machinerr is o direct concerm of
tie Covernmacnt. milst some of the 10 countries had a simple set or
inetitutions concernsd with industrial developuent, in otiher countrieg the
most important functions affccting the estadlichment of new enterprices
werc adminictered hy a range of organizationc scattered tiroushout the
Govermcnt structure and private sector. Only in o« few countries could
it be saic that onc single Ministry or Agency was spear-heac ing the drive
to industrialize sufficiently stronzly for it to have syibolic importance
both within and outside the eountry.

The power of the Kinistry or agency recoponcible lor industrial
development has not always ineressed in terms ocommensurate with the
growing imporiance of industgialization's contribution to economio
development. In some caseg, the llinistry or ajency hne locked am adequate
number of technically competent stafl; but in other caces, political
support for new rotions and policies cffecting industrial development has

not been forthooriing.

me difficulty of co-ordinating the efforts of n pgrowing range of
anoillary supportilig institutions is ackiiowledged, The meeting mirht
consider what institutionel arranements (suc‘:h as broadly-vased national
committoes on indur trial development) nave proved successful in co—

ordinating the wdde range of activitics that cxperience shous that most

ocountrics need to promote and support industrial development.
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Aorico Tturs
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ran 1 G
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Tqble 6. Growth of nanufacturing output in 10 small countrics

Value added in the
manufocturing
cector in U3J

1950 1960 197¢

Valuc ~dded in the
manuiacturing
szctor in local
currcncy

1950 1960 1970

Urugiay 210 306 355
Iraq 153 326
Ghana Bﬂ 160 2713
Eeuador 118 1713 23¢C
syrian

Arab ™ 137 235
Repudlic

m‘gﬁ:“ 57 104 228
Costa Rica 25 67 173
Bolivia 39 34 70
faiti 29 3 40
Guyana 1 13 26
Sourcest

Papor describing cxpericnce of indivicual conntries
1/ Domestic value added in mamufacturing sector at

2376 2464 4030

98 219
108 200 340
1922 3052 6040

305 521 095

69 125 274

185 471 121
466 409 35
146 155 200

22 21 57

gurrent, not constant factor cost

2/ In most cases, thc conetant factor-—cost approach to
moasurcment has boeen used,

o/ 1953

Basc year Uxchan,
for catinn= rate(s) vsed
tion of VA {for
conversion
1951 1061
current current
1960 1960
current current
1563 1963
1970 1970
current current
1958 1960
1955 1955
curront current
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Tatle 7. Contribution of cxports of manufrctured
_zoods to total cxporits

(U3% millions)

lierchandise xports ETxports of manufacturcd goods

1950 1960 1270 1950 1960 1970
Bolivin 93 50 231 C.4 C.5 1.5
Costo Riecn 231 87.0
Dominican n ) | |
Ropublic o 174 214 3.4 4'5 509
Feundor 95 123 . 5.3 22,0
Ghana 155 232 467 8.8 18.8 80,0
Guynna 25 ‘2 131 , 2,6 3.2
Naiti 30 & 3 10.4 12,0 13.89/
Irng 1489/ 7809/ 1240/ 6.5 ) 47.0
Syrian : ' '
Arnb 105¢ 107 100 14.2 28.6 16,5
Republic . . .
Urucuay 254 129 232 136.8 82.3 172.0

Sources  Paperr deseridbing ex oricnce of individual couniries

af 1969

l)/ includes exports of crude oil
¢/ 1953









