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The nceds of tha least-develoved Arab countries in the field
of industrizl develop2ni olannine - U D) Y's role

To initiate and accelergte tha industriaiizaticn preocess in the
least-developed countries, the formulation of development sirategies,
plans and programnes and policy measures is of particular importance.
Planning in a broad sense does not only cover the developmeni of large-
and small-scale industries but also takes into account a nuuber of
related activities such as training, industrial administration,
institutions and legislation, domestic and foreign merketing, managtnent

as well as the financing and promotion of industrial investmenis.

The pr.mary aim of this exercise is to review what has alrecdy
taken place in this oontext and, together with the least-developed
countries, examine proposals for golutions of the problems they
encounter in iheir procees of industri.’izaticn. Such a prograzie nay
necessitate the reformulation of industrial development strategies,
plans and policies at the national and the regional levels, and call

for the preparation, evaluation and implementation of industuizl projecise

At the macro-level such activities will relate to studies on
strategies and policies of industrialigation including research,
industrisl surveys, coaparative aralyses of policy instrumenis and

mesasures geared to promoting industrisl development.

At the project level the identification of investment opportunities,

market research, industrial project preparation, project evaluaiion and
project contracting and exscution will be dealt with.

In order to combine the various sspects of technical assistance
required, it would de advisstle to choose a multi-disciplinary eppr oach
at the very beginning of such a prograws. At the initial stage this
type of multi-faceted assistance could be covered by a gingle Indusiriel
Advigory Unit. In sddition, the thres industrial activities which should
receive priority attention, i.s. saintenance and repair, industri
tSraining and food technology are desoribed reparately in more detall
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to show how assistance will develop fron the proposed general advisory
unit to dbranch-oriented programmes. Advice will be equally reeded in
other fields such as domestic marketing and distribution, industrial
legislation and small-scale industries, etc. Smali-scale industries in
particular play a special role in the industrialization process of the
developing countries, especially in the least-developed anong them,
This assistance is generally aimed at building up a national TMachinery
for the promotion of small-scale industries. It usually includes an
industrial extension centre to stimulate the establishmnent of new small
industrial enterprises and to rehabilitate and modernize existing ones
through assistance in technology, management and marketing; the imple-
mentation of a system of financing; end the planning and construction
of a demonstration industrial estate with standard factories and common

service facilities, as it is presently being undertaken in the Yemen Arab
Republic (Annex).
The proposed programme of assistance will take into account

possibilities for investment promotion and, where appropriste, co-operaition
among developing countries including exchanges betwcen developnent banks
.and international financiné institutions. These activities will be
oriented to facilitating the establishment of direct contacts between

the respective governments and institutions, governnment agencies of

other developing countries and potential investors. Through a network

of contacts, the least-developed countries will thus have wider access

to the various cxternal resources (finance, know-how, services, markets)

that they may requive for their industrial projects.

Co-operation among regional groupings can also play an important
role in the process of industrialization. Thus, sectors of industry
suitable for regi.nal co-operation should be identified and the
feasibility of specific projects determinated in order to achieve soae
degree of industrial complementarity, an espect which might z1s0 be of
particular relevance for the least-developed countries of the region.

The financial question hﬁs also to receive special consideration
&8 the funds so far put at the disposal of the three countries by multj-
lateral and bilateral sources are not sufficient to cover the most
urgent needs.

The aim of this outline is to pinpoint the broad lines of sssistanggl
and to leave the details %0 further hegotiations with the respective

gIvernments.
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A. People's Democratic Penublic of Yen-n

1. Country backeround vaper

The couniry background paper provides a detailed description of the
recent structure of industry, the institutional {ramework, industrial
development plauning and the problems of industrial operation and

development.

The couniry's drive for its industrialization will require strong
co-ordinatioa between diffare.nt governnent inetitutions with regards
to industrial development planning and plan implementation. At the
project level feasibility studies and the drawing up of contracts should
be caretally examined as well as the estimetion of manpower requiremenis

and of potential markeis in order to achieve the plan targets.

Some of the obstacles the country is facing can be remcved over
time, while others are of a more permanent nature., A shortage of
gkilled manpower, financial limitations, insufficient physical infra-
structure, limited size of -the domestic market and lack of planning

data are limiting factors.

2. UNIDO agsigtance projects under implementation and negotiation

The ongoing and "pipeline" UNDP projects in the field of industirial
development are given in a separate document.

In the field of industrial planning and programaming, provision has
been made in the ourrent UNDP Couniry Progrante (1972-1976) to remedy
some of the most urgent needs through the creation of the Industrial
Advisory Unit of the ldinistry of Economy and Industry. The objectives
of this project are to assist in the formulation and preparation of ithe
chapter on industry of the second Five-Year Plan (1974/75 - 1478/79),
to prepare techno-eoonomio feasibility studies for new industries and
to rendsr advisory services to existing industirial establishzents.
Dus 4o financial limitations, the projeot had to be restricted to
$109,000 and a duration of only ons year.

In order to assure thes continuity of the aseistance, the project
should in UNID)'g views be extended for at least five years, in view
of the tremsndous tasks and prodlems the country is facing. Since
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the present field of activity of the Advisory Unit is limited to
industrial planning, pre-invesiment studies and extension services,

it is suggested that it should in future also cover other activities
such as the developnent of specific industrial branches (pa.rticula.rly
fishing and fisgh processing end agro-based industries), maintenance

and repair, domestic merketing and distribution, training, industrial
standards and legislation, the establishment of a data base for
industrial planning as well ag the provision of information on industry

to government bodies and local entreprencurs,

The types of esgistance 1identified in a preliminary way are multji-
faceted. As it will not be possible to cope with all problems at the
Bame time, it ig suggested to provide a permanent team of experts to
the Industrial Advisory Unit for 4 period of five years. The team
should include one Industrial Economigt, one Industrial Engineer, one
Domestic Marketing and Distribution Expert and one Industrial Training
Expert. 1In adaition, one Industrial Planne~, one Expert in Building
Haterials, one Food Technologist and one Sxpert in Maintenance and
Repair should be provided for at leagt two years.

Such a large-scale project may be beyond the financial possibilities
provided for in the next UNDp Country Progrumme. It is estimated that
the enlarged Indus*rial Advisory Unit would cost approxizately $922,02).

The forthcoming opening of the Suez Canal nay very well Justify
the provision of these fund- gince it 18 Yo be expected that the port

of Aden will resume its former funciions and that industry will develop
in this context. '




B. Yemen Arab evublic

1. Country background paper

The country background paper provides a detailed description of the
present structure of the industrial sector, the institutional frameviork,

industrial development planning and the constraints to industrial develogaent.

The machinery to formulate and implement industrial devel opment plans,
] to design indusfria.l siretegies and policies and to proaulgate laws,
regulations and incentives encouraging the industrialization of ine country
needs increased support., At the Froject level similar reinforcerent ig
needed to identify investment opportunities, prepare pre-investaent studies,
assist in the negotiation and drawing up of contracts and the implementation

of investments.

Industrial institution building has just started. The training of
manpover should take into account the requirements of a modern industrizl
d sector. Natural resou~ces to serve as basic raw material for future
industries have to bo explored. With time the agricultural sector may

becore a major supplier of raw materials for industry.

2. UNIDD assistance orojects under imnlementation and negotiaticn

The ongoing and "pipeline" UNDP projects in the field »f industriel
" development are given in a separate document.

To solve some of the most urgent needs in the field of industrial
planning and progrumaing, provieion hes been made in the current UIDP
Country Programme to assist the Industrial Promotion and Advisory Unit
of ths Hinistry of Economy. The objective of this Unit is to provide
technical and economic sssistance to local entrepreneurs and to support
industrial development in general through recearch, industrial planning

and investment promotion. The Unit formulates industrial policies and
prepaces industrial plans, identifies investmert opportunitie:s, undertckes
Or supervises appropriate fouibility studies, and renders advisory
servioes to small- and medium-pise industries which represent the majority
of existing enterprises. UNDP/LIID) assiscance started in 1973 for a
poriod of three years. Two experts, one Industrial Engineer and one
Industrial Economist are presently in Sena'as.
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In view of the many problems faced by the country in de.eloping its
industry and in order to assure the continuity of the assistance, UNIDD
Buggests that the activities of the above-mentioned Advisory Unit be
expanded to deal with the identification and development of specific
industrial sectors (e.g. vegetable oil processing, fishing and figh
processing and soft drinks ), maintenance and repair, domestic marketing
and distribution, industrial training, industrial standards, investment

promotion and institution building. This assistance will have to be

prolonged cver a number of yYears.

To gradually approach the different aspects of the proposed assistance
project, it is recommended to provide a permanent team of 4-5 experts for
the entire duration of the project and to foresee a number of consultants/
experts for shorter periods. The proposed team should hg composed of one
Industrial Economist, one Industrial Engineer, onu Industrial Training
Expert and one Domestic turketing and Distribution Expert. In addition,
one Industrial Acrountant, one Food Technologist, one Maintenance and
Repair Expert znd one Building Materials EZxpert should be ettached to
the Unit. ) ’

The funds needed to finance the enlarged assistance to the Industrial
Advisory and Promotion Unit will probably be beyond the means provided
by the UNDP Country Progranme. Additional gources may therefore be
required for a proposal which could extend to an estimated period of

5 years and which would amount to approximately $700,000.




C. Sultanate of Mman

1. Country background paper

The country background peper provides a detailed description of ths
present structure of industry, its institutional framework, industrial
development polices, the initial prospects and the basic problems faced
by the Sultanats,

In order to lay a foundation for the industrial developrent of Jman
it will be necessary tc set up an adequate ingtituticnal frazework.
Measures nave to be taken against the severe scarcity of skilled manpower,
the shortege of information and data on markets, consumption as well ag
on the country's land, water, fisheries and mineral resources. Inly if
these conditions are met it will be pos:ible for the Government to draw
up a comprehensive industrial development programnie.

2. UNIDD assistance vrojects under imolementation and negotiation

The ongoing and "pipeline"” UNDP projects in the field of industrial
development are given in a separate document.

The Department of Industry of the dinistry of Development is
presently receiving the assistance of an Industrial Adviser for twelve
monthe who assists in drafting an industrial investment law and advises
‘on the identification of investment opportunities, the formulation of
investment priorities, the elaboration of industriai progranmes and
measures for follow-up wction, the evaluation of feasibility studies and
the organisation of the Department of Industry.

Although one expert is actually in the country, UNIDD suggests the
oreastion of a multi-disniplinary Industrial Advisory Unit which should
provide uwore specific auvioe in the various fields. Such an Industrial
Advisory Unit would necessarily widen the industrial development prospects
for the Sultanate.

The objectives of the Advisory Unit will be multi-faceted covering
the formulation of sn industrial develcpment plan, industrial branch
studies, investment identification, project preparation, evaluation,
promotion and executiom, oontracting, extension services, construction
of industrial estates, licencing, industrial stendardisation, maintenace

. and repair, domestio marketing and distribution, etc. Industrial branches

y
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with a development potential currently under consideratisn by the
Government are cemrtt, building materials, flour milling, sugar industry,
date processing, vegetable 0il and fish industry, oil paints, dairy
products and soft drink bottling.

In order to provide effective assistance, it should be envisaged
that the advisory team remain for at least five years. It is suggested
that a permanent tcam of 5 experts (Industrial Economist, Industrial
Engineer, Industrial Planner, Domestic arketing and Distribution Expert,
Training Adviser) chould be attached to the [ndustrial Advisory Unit.

In addition, one Food Technologist, one Expert in Building ilaterials and

ons Expert in ilaintenance and Repair should be provided. Provision should
also be made for short-term consultants,

Such a large-scale project may be beyond the financial poesidilities
provided for in the next LWDp Country Programme. It is estimated that

the industrial Advisory Unit would cost approximately $1,000,00C,



-9 .

II. The exnerience of UI™D" and ovronceals for techricol neocistan-e
in the fie.d of industrial plasiing

a) By far, the largest project in the liiddle Fast is the Industrial
Btudies and Development Centre in Riyadh, Saudi Arabia, wnicn has received
UNDP/UNID) assistance since 1966. The project assists the Governuent to
achieve its development objectives through the diversification of the
economy, substitution of nationally-manufactured gocds for izports and
intermediates, expansion of exports of manufactured goods, better
utiligation of existing induatrial capacities a~d the increase in
productivity. To achieve these long-term objectives, the Centre's

activities are divided into four groups:

i) econonic studies, branch and projact planning, industrial policies
and industrial programming data;
ii) extension services and nanagenent developaent;
1ii) creation of an Industrial Testing and Development Laboratory;
iv) assistance to special induatrial branches.

Particular emphasis is laid on the training of local couaterpartes.

The project has already achieved some of its original objeotives and
others will be reached soon. Thus, assistance for the design, establizhment
and managemant of industrial estates is no longer required. The Centre's
staff can now undertake prv-investzent studies and has also gained
sufficient professional experience in other fields such as extension
services. It may de of interest to note that the private secior and a
awnber of other mimistries and financing organisations are fully taking
sdvantags of the services offared by the Centre.

With the envisaged growth of the economy and industry of the country,
the Centre will nave to provide more sophisticated expertise.

b) Bince 1971 (WIDY is rendering assistance to the industrial
Development Coentre for Arad States (IDCAS) in Cairo in accivities which
cannet Yo officieatly and profitably carried out at the nationai level,

Yut vhieh can enly Ve econcmisully underteken om a co-operetive basis by

the meaber cowntries. Swch a_iivities inslude the harmomisation of
iadustir'al developmeat pelisies and plens of meaver countries, the upgrading
of the IDCAS staff te fersulate ant impleasat techno-econcnic studies for
the prenciien of regicnal enteryrises snd indwsiries, to develop uriteria
for the oquiteble Giotridwiten of Donmefits among the perticipating
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countries in joint enterprises, to unify concepts of national accounting

and to eetablish a joint industrial information and reesarch service.

In addidtion UNID) and UDP, in co-operation with IDCAS, are in the
procees of establishing a regional centre for small-ecals industry
development in the !fiddle East. The activities of this Centre are deeigned
to foster co~operation among Arab countriss, in research, training and
development activities for small-scale industry. Special emphasis will

be accorded to the least-developed countries of the region.

c) UNIDO is in the process of rendering assistance in the fisld of
managenent development to ECVA countries through the Arad Institute for
8ocial and Economic Planning in Kuwait. Provision should be made that
this project could eventually also be expanded to include aleo assietance
to the Yemen irab Republic, the People's Democratic Republic of Ysmen
and Oman,

|
|
|
In order to implement the above, additional financial reeources 1
would be required as ths means anticipated from the UNDP are below the i
requirements., ‘
1

The Arad Insiitute for\ Social and Economic Planning in Kuwait has
in the pest besn more concerned with economic and social planning and
development. It is suggeeted to inveetigate whethsr it would be prepared
to host in future also trainees from the least-devsloped Arad countries
in such fields as industrial planning and programaing.
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III. Summnary of sugerested prioritvy actions and means of imnlementation

i) As a first step towards accelerated industrialization, it is
recomnended that the Governments of the Yemen Aradb Republic, the People's
Democratic Pepublio of Yemen and the Sultanate of Cman support the
proposal of establishing new or of reinforcing existing industrial Advisory
Units which deal with the overall industrial development of the respective
countries. The nesd for other typaes of technical assistance projects
focusing on particular industrial branches and activities should also be
identified during the meeting in order to enable ECYA and UJIDY to initiale
appropriate follow-up action.

1) Once the possoible areas of co-operation with given Governments
have been identified, ECHA and UNIDO could immediately field mimsions to
the respective countries to define and promote the sxact type of assistance
the Covernmnenis want and subsequently assist in negotiations with individual
Governnments for any follow-up action needed.

1i1) To assist and reinforce the ECHA/UNIDD mission, all participating
Governzents oould agree to release for sutsectoral studies UVIDO experts
working in their countries for a period not exceeding two to three weeks
at no oost to the least-developed Arab countries. '

iv) Consideration could be given to financing the proposed projects
fros funds made available from donour countries of the region. These
funds oould eventually be convsrted into funds-in-trust if the assistance
of the UN is aou(ht. " Regional financing institutions could also be ]
approached. In addition, UNID: and ECYA will try to seours financing of the
identified technical ussistance projects from traditional Ull sowrces.

v) 8ince ths training of local staff is of imperative importance,
the swpport of Governments and national or regional institutions could
bo songht of expanding their sxisting facilities to absorb at thsir cost
or thorugh sudeidies a number of trainees from the leaat-devsloped Arad
oouniries. '
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Examnle of WITNO Technical Ascistance leading to Finanein~ by a

Financir~ Institution

In April 1972, a joint UNIDO/UMDP Svaluation Mission visited
the Yemen Arab Republic to review the work of the UNIDO Industrial
Engpeer (small-scale industry) in ‘he Ministry of Econowy during
the past 1 ‘!/2 years and to formilate proposals for further assistance,
A staff pember of the ilorld Bank's Industrial Project Department

participated in the mission as an obscrver.

The mission recommended the establishment of an industirial
estate at Sana'a,the capital city, together with common facilities
and oxtension services and financing of enterprises to be established.
The pre-feasibility studies carried out carlier by the UNIDO expert
and the report of the mission evinced interest in the World Bank
and following a mecting between the Executive Director of UNIDO and
the Head of the Industrial Projects Department of the Vorld Bark,
UNIDO was requested to prepare a feasibility study for the industrial
estate project in the format required by the World Bank. This study
wvas undertaken by a UNIDO expert d{xring December 1972/Jama.ry 1973.
The feasibility study prepared by the expert was accepted by the
Horld Bank in principle, The iorld Pank cent out an anprzisal mission
in April 1973 and subsoquently negotiated the terms of a 1‘<>‘av‘rx‘|v55i'2h-._~
the Yemeni authorities. A loan of $ 2,3 million was approved by the
World Bank early in 1974 and the project is now in irplementation with
the co—operation of the WNID0 experts in the Irdustirial Promotion
and Advisory Unit in the country. The loan fronm the World Bank to
the Yoreni authorities consists of R
a) § 1,28 milliontosards the consiruction costs of the first phase
of the indusirial estate;
®) 80,5 millior for creatinz a credit facili‘y to assist the
entrep-eneirs on the eciate in financing their inmported
sachinery and emaivoent: z:nd
¢) 30,35 =illion touards tha cost of technical assisance.




The industrial estate will have an area of 32,500 square metres

(with provisions for later extension to 130,000 ssuare metres).In the

first phase 7 standard factory buildings with plot sizetof 2,500 square metres
each  would be built. Each standard tuilding would on the average
acoomnodate three enterprises so that 21 enterprises are expected to

be establighed in the first phase. When all the three phases are

oompleted over a 12-year period, there will be more than. 100 enter-

prisss in ths industrial estate.

Assistance in preparing such feasibility ltudies‘as"b;hlga_\‘ale‘gro;jcctc
can be undertaken by UNIDO under short-term assistance.
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