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/

F—— - : .

4
R
- - ¢
-
.
- .
) N
Py
. '
. B
"
a . .
.
-
a
a
-~ - A
. v A
v- -
4 -
a ~ -
- -
. A
hd -
R . <
v- -
1 - i -
“
- > -
. -
; -
- a4 - T
-
- ks
-
-
- R -
.-
-
- -
-
- v
-
- - <
- >
N -
RS
-
>
; N .
i F
' . [
i -y
I N
4




62 vy

UNITED NATI1IODNS ’.'J;i!!‘n,*f(f,w

Department of Becnomic and Soeial Affaire For participantsa on!)
| Centre for Industrial Development Tied <7 g BWGLY

E e G L e e o————— ———

EXPER!S GROUP OK SMCOND-HAND MACHINERY
FOR DBVELOD: NG COUNIRIES,
T =~ 24 Deoember 1965

255 UM O SEOOWD-SAWD BQUIPMMET IN DVELOFING COUNRIES

SIMMARY OP COMMRNTS AND SUGGEITIONS ON
THE CENTRE'S PRELIMINARY PAPER OF
“USE OF SECOND HAND EQUTPMENT
IN DEVELOPING COUNFRIES

and
REASONB POR IMPORT RESTRICTIONS

prepared by she

Teohnelegical Divigien
c1d»







TAIUE OF CONTENTS

1; Imtreduction

2'., General Cosments

3'. Classification of Second-Hand Bquipment
4 Advantages and Disadvantages

5. limitations to the Use of Second-Hand Bquipment
6. Proouremsnt and Transfer
T Mestrictions on the Importation of Second-Hend

Ruipment to Developing Countries

Appendix I. Ietters to the Centre with Comments on the
Prelixinary Paper

Appendix II. letters from Governments on Restriotions on the
Importation of Second~Esnd Equipment







1. Intreduotiop

The Centre for Industrial Development, awars of the important
role which second-hand machinery and squipmeat from developed countries
osuld potentially play in the industrialisstion of develoring couptries,
prepared an introductory paper outlining some of the mjor iesuss.

This preliminary study summerised the situation regarding the
provailing defimitions, classifisations, and fremework for procurement
of second-hand equipment, and also raieed questions with regaxd to its
rele for the industrial growth of the scomomies of the dsveloping
ocountries.

The preliminary study om "The Uss of Second-Eand Equipment in
Developing Countries” was sent 0 a sslected mumber of institutions
end oxperta. The purpose was to obtein their comments amd suggestions
on the wibject. The letters, although limited in a%or, reflect the
poimts of view of seversl internmational imstitutions and of experts which
havs previously dealt wiil, or are interested im, second~hand equipment
and ite potential use in the industrialisation of developing couniries
The institusions represented in the answers to the request for comments
are the following:

(a) The Pan Ameriocem Union

(b) The United Eations Eoonomic Commissinn for
Iatin Amerioa

(¢) The United Nations Boonomic Commission for
Asia el the Pur Iest

() Imtervational Labour Office







() UNESCO
(£) Agen-y for Internatioral Development, USA
{g) Industrial Co~ordinstion Bureau, Sweden

(h) National Institute of Science and Technology,
Puilippines

(1) Industry Institute, Lebanon
(§) "Pools for Freedom”, USA
(x) Mahinery Dealers National Association, USA

This riport sumarises the informetion received in thess letters
and includes iheir whole texts as an sppendix. The purpose of this
summary ie tc faocilitate the task of snalysing the comments and suggestions
received.

2. Qeparal Comeamty

The 'reliminary paper undoubtedly touched points of great interest
to the inst:tutions oontacted, as oxpressed in thesr letters of tranemittal.
The complexity of the subject was also noted in seversl of the answers
received, Jut in general there wes a consensus of opinion that the paper
had dealt wi'h the major issuss imvelved in the subject.

Almors all the answers agreed tbat the problem was ons where evary
case should be conmidered on its ow» merits. Although there was also
agreement tiut certain general steps were also neocessary to facilitate
location, selvction and tranafer of the equipment, the Organisation of
American States, whioh bad previcusly prepared a study on the sudbject and
suggested reiiable ways of procuring and transporting seoond-hand equipment
in thv form of joint ventures, said that thetr proposals were sharply
oriticised ly the latin Americen Governments (see letter) quoting
"trs fear of oompetition for their products” as the reawon exrreesed by







the neve developed of the developing ocountries, and “to the past experience
of serious prodlems in the use and procurement of such equipment” as the
reascn stated by the lese developed of the lLatin American countries.
Bovertheless, the OAS foresees possibilities for second-hand equipment

but 1t was felt that there was no meed for govermments to take the
iaitiative - "1t was felt that the private sector itself would have to
Saks the responsidility to protect tts om interest.”

3. Classification

The acosptamce of a recognised "soals of desoription” was aleo
cnphasised {n several of the comments received. The UNRS00 suggested
that, Muchu-tbommiunowuum‘udh
the Generel Services Administretion amd the Agency for Iatermatiomal

Develogment of the USA, the only comditions that should de censidered
for dyveloping cowmiries are:

(Bew-Bgosllent )

(Bow-80nd )

(Used~Recends t1onsd-Rroellent )
(Sesd=Bocendt t1ensd-Good)

(Sesd-Usadle witheut Mepaire~Prosllest)
(Seod-Uasdle witheut Mepaire-Gved), amd
(Ussd-Supadre Myquired-Bacellemt ).

TTEIXXIE
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Bottenal Assvetation 1a the UM euffice, and oould even o wsed in
mmu“m,mwmmum
oo Govelepod a0 A% 10 1n the UBA. Witk regaed %¢ the classificetion







used by the Generel Servioss Administration and the US Department of

Ay, thsy delieve that it is more suitabls for the disposal of lerge
quantities of equipmeat rather them for use as & guide for purchasing
limited quantities of diversified equipment.

T™hvae are aleo those who believe that a classification as suggested
by the United Nations preliminary paper would de of 1ittle practical
importance. Mr. Hans lengenski8ld from the Industrial Co~ordination
Buresu, Sweden, suggests that ™uo second-hand plant could or should be
exported without givimg the prospective buyer an opportunity to examine
the machines before shipment.” In Any way, as stated by the Machinery
Dealers National Association of the USA, there is a consensus of opinion
that, under all cirousstances, not a single piece of equipment should be
shipped 0 any of the dsveloping ocountries in condition "as ia" whether
it comes out of storage, s liquidstion sale, or an auotion sale. This
opinion is also supported by the UNESCO in its letter to the Centre.

There wes also a comment by the Industry Institute of Lebanon
that the olessifications mentioned in the United Nations preliuinary
paYer give no information as to the age of the equipment. The reason
vby this is considered rel.vant is that the 680 has a bearing in spare
parts availability,

4. Mvastame spd Dissdventages

The preliminary paper cited a number of sdvantages and disadvantages
on the use of ssocond-hand squipment vis a vis the use of new equipment .
The mpjority of comments received stress that the main advantage is lower
prics. The UNESCO states that "the only sdvantage which could really be
recognised as such are the poasible lower initial cost and savings in







foreign currency, while all other quotsd ad antages such &s iower
operating cont, small-scsle opsration, easier maintenance, greater
labour intensity, et:. are somevhat artificial, not really vaiid, and
easily questionable.”

On the other hand, scme comments include limitations tc the "} wer

prics” sdvantage of seccnd-haad equipmen:. This is menticred by

Mr. Robert Morrew from "Tools for Proedcn™: ‘In simpler mashines #:n
a8 basic small lathea, uilling machines, shapers, drill presses, et:
the prices (for new equipment) from sther sources such as 3pein sary
clossly spprozimate the second-hand rice of the second-hand equipmant
svailable in the USA." Mr. Frank lai:rens from the Maochinery Dealsrs
National Aesociation also shares this point of view stressing the
sinilar costs of export boxing and freight for both new and second-hand
squipment; he recommends that oaly those machines where a considerable
priov differencs can be obtained should be ocousidsred In his opinion

this would sutomstically exclude all machines with & new value (USA) of
about $6,000 or lesa

The other advanteges or dissdvantages quotsd on the preliminary
paper have had several degress of support by many of the institutions
and sxperts contacted; additional ones have also bsen added to the ones
already enumerated ir the paper. Boms experts have taken ‘he trouble
of analysing each of the main advantages and disadvantages sm is the ,
oase of Mr. F. laurens from the Machinery Dealsrs National Aesociation.
His letter as well as all others received are appended to this Report.

T™e Intsrmational Lebour Office suggestsd that under the section
"Advantages and Disadvantages™ on the preliminary paper a paregraph
may be included. This paragraph should be oconcerned with the particular
ispertance of seoond~hand equipment for small~sosle industriss in
developing cowmtriss. They believe there 1s reasca to believe that the

o o






epensisn of & partioular dremch of industry (installetion, maintenance
ol yepair activities, mamufacture of parts and oomponents) could de
87%tly ascelezated if the imflow of sscond-hand squirment froa
industrialised countries oould de expanded .

The Boonomic Commission for Asis amd the Far fast also suggested
that "the use of secewi~hen1 machines axd tools may perdaps be promoted
e vigesously in the amaller cowmtries for use in small machine shope
whieh are primarily engaged im the repair of slaple machines and
mw-n—unmmwu trade.” Amother importanmt
ares vhere svesnd-dpnd oquipmeat could b adventageously used 1s in
veosticmal traiming. This point ie supported Wy I1O which delieves that
&mdmmmmouka‘buthm-of
squijment for voeatiemal trainiag prejects.-" I1O letters diecuss this
Pplication extensively.

T™his poimt of view is not shared iy M. 7. louress froam WA
"he bolioves that the equijmsat nesded by trede schools, such as emall
laties, ailling machines, shapers, otc., would have to bs purchased
m.ﬁnﬂdu.lﬂonhbtuhuuml, in sost cases, bring
outh oquipmeat installed in amether opumtry very close to new squipment
a8 far a8 uwltimate Jrice is comcerned.

5.  IneAniatiens en the Ume of Snssnd-Nead Mesizment
hmmuyumtnthm'-uumuﬁ
mwwdmﬂhthmﬁmm
and equipment. Mum“uthh-umtuu.u
Mhﬁlhﬂnfnﬁﬂuhuo-le“emuuhr
Anle and the Por Nast. ‘!lummhuuwh
m--nu--u-mmumum«







sscond=-han: equipmen® which, socording o Mr. J . i) - ‘g
iensral Mapager of the industrial De ‘aiopmernt Coryere o s .
"is dus to ; rofessional cautior althoagh {r some inatnpes .

e

reflect tie recognition that the fee hergenable is Jower

Thie general apprehension base! sometireq on #ine’ - . . o1ne,
ass provoked restricsions and prohibitions in several e . g ¢
on the importation of es-¢rnd-hand squirmant . The rugtric : -4 on 1.

importation of second~h n! equipment nave haen serurstely | st legw
by the Centre Fur Industrial De.elcomert in the rform of & .3 ar v
develoring countries known to hase suckh ree‘riciieng The e tay, o
answers and comments ic it are included in the Aprendir as . separats
ssction of this Repors. & “nDarrowing of the uarketv for e ond-hand
machinery is partly attributed to this prohibition hy the gu ernments
of many deeloping countriss, as cowmen:sd vy the United iustrian
Iron and Steel ¥orks Corporstion.

Many experts recogrise that wany of these restrictions have
"a detrimental effect on the industrialisr.iion process of t he developing
countries.” The Intermational labour Offsce states in {ts note to the
Osatre: “There is no douot that the present govermment policies in
developing ocountries which eonerelly tend to prohidit or at least
seriously restrict the inflow of such oquipment limit the industrialisatio.
Process in thees countries.” The need to investigmte gppro, riste
oenolagiep was ouphasised by the Todustiry Institute of Levenon stating
that "often theee (i.e. appropriate Sechnologies for developiag countries)
&9 oot the Beet Rodery-" This roint of view is also spported by
H. B. Ssundexrs of the Industrial Development Corporation of Zambia Lid.
vho states: “The sodem prejudios that the bdest equipment is the beet,







irrespective of circumetan: eS8, 18 shown i as might ha = bHeon AXP )
A8 & gross error. It {m the ci-cumstinces thot dacide ~asr (g the
best and it 19 the principel task of O%OHMr'._!_y_!__l_f{["‘%._\“.‘q}ﬂ'“{l‘.{."__Q_A[‘*Lu
[ too@lo&j&a_awsgﬂw‘mte to 18 circumstones e

lettar from the Intematicnal 'gbeys Office poes cre gte) f.ri .,y ir

quoting & deacription of *Aprropriave Techne logtee:

Mr Hans langensk161d of the Industrial Cocrdfnaticn 3ures, o
Sweden, an organisation rrimarily interested in promoting pr.vate
enterprises of smali and mediuam 8ich, be.ie o8 that there {s » dlevia
Ufference beiwsen the aprroach of a pri:ate entTreprensir and that »f
& govermmental or semi-govermments: body whan Lt comes tc e isage < f
second-hand machinery. ‘“Por the former the ;reetign azpe-t is less
relsvant as he 1o minly interested in how much aonay he can economise
by buying second-hand machinery [ conetder that in most _ases it would
be fruitless snd aven unfittipg to ‘ry tn persuade Rosernment bodies
to install secomd-hend piants.’

To help slucidate the perforrance of second-hand vis a vis
Bew machinery and to help "study, verify and dsmonstrate some valuable
poseibilities” is the subject of i. FJatergaard Amsw.ssen's ietter,
& Daaish professional consultant who advcates the use of sec nd-hani
equipment. He bYelisves that @pacially chosen “experiments” sould be
startsd as theoretical trensplantations of practical sxisting plants
t0 chosen places under full control from the United Kations. These
would be tremsplanted as Sifts to the dsveloping countries. Theee
specially chosen experiments would

"(1) ehow that the obtained sdvanteges probably may be sti]l

much dbigger and

(2) 1mitoats hov sysyematic iatermationsl effarts couid taprve

the rewilts considerabdly."
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One of the points that stimulated meny comments ard esuggesticna
was the one conocerning procureswnt and transfer of the se sond-hand
squipment. According to P. Laurens of the Machinery Jealecs Nationsl
Association, the difficulties in procurement do not only ar.se for the
buper but alsc for the suppiier This situstion arises whe: huyern
Trequest & machine and they find out that the machine is not suitable
for their needs, ¢ither upon studying the dealer's quotetion cr after
they receive the machine.

"If this is true in industrialised countriee, 1t will be muockt more
of & prodblem in coumtries where the person in charge of purchasing is,
more likely tham not, unfemiliar with makes snd models, and may c¢nly have
soen & fov oca‘aloge."

To facilitate the job of locating the esquipment severnl suggestions
have boen mads. Theee include action from developed and developing
ocounmiries and the United Nations. To Albert Waterston of the Inte.rat:cnal
sk for Mecomstruction and Development, "the crucisl problex has t. do
vith the ewolution of a gystem or systems wherebdy

(s) within the ad anced countries the most useful and usetle

ocampensnts among the large assortment of used aachinery
amd oquipment could be selected amd prepared for use in
dsveloping countries, and

(v) within the developing countries appropriate orgenisstiors

osuld bs estadlished to ensure that the right equipmen' 1is
aoquired and them used of..ciemtly.
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Toe majority of ihe suggestions have coincidentally fo'lowed this
couree of action Suggesting ways on how to achieve these Purposss
Rodert Morrow, Vice President of "Tools for Freedom" of the 1., sugeeain
that & centra] organisation could be set Up Or an estabiisne’ organisation
be used to achieve this. The creation of & body to conduct mpacyfy -
studies and surveys in s particular country to determine the . iortunitiag
of advantageously using sscond-hand equipment is alec sugreated hy
8- H. Saunders from the Industrial Development Corporation of amdia [td

It has also been suggested thet the Centre for Industrial
Development "would be the logical orgenisation to publish & monthly
fasette, and maintain a card file, in whioh suppliers having equlpment
of thie kind tc dispose of, could have it listed, a@ither fres r at s
nominal charge " This suggestion by Mrancis Godwin, Director of the
Sudan Industrial Research Institute, prespposes the understancing that
the UN/CID would mot take the responsibility for the reliability of iue
equipment or the parties conoerned, but merely function to help bring
& prospective buyer and seller together

C. Manuel, Commissioner of the Naticnal Institute of Hcience and
Tecbnology of the Pailippi 1s, alse agrees that o sort of separate directory
or catalogus ooutaining, smong others, definitions, classificailons and
oondition oodes of sll available sesocond-hand equipment in the world
msrkets, oosts, liet of reputable dealsrs and procedures shoulc be
prepared.

On the other hand, Mr. Godwin does not belisve that the United
Nations oan sver Mlp in determining the reputability of individual
suppliers. Re believes that 1t might beoome oompetent to do this with
the delp of various banks, aseociations, credit bureaus, atc. in the







private seotor, but ke adds "1t is useless to think sdout it becsuse
1t would never do it for obvicus politioal reasoms.”

Mr. Hans LangenskiSld of the Industrisl Co-ordination Bureau
of Beeden also suggests the ides of oreating & system to distribute
information about ths offers for oomplets seoond-~hand plants to private
emireprensurs in the developing countriss. Be delieves that the ICB
oould be used, when he stateas "There are in most of these countries
brench organisations, industrial sssociations, development banks, eto.
that oould be used in this ocommexion. The ICB network of ocontacts migut
Serve as un embryo for the oxreation of such & system."

The UNESCO is also in favour of establishing & source of information,
as stated in the letter to the Cemtre. "It would also require the
establishment of one or ssveral sources of information, that is a
ocontizmuous oataloguing of the equipment, as it becomes available, with
full specification and acoepted classifiocation greding desoriding 1te
conditica. This must be supplemsnted dy an impartial amd independent
consuliing service, to snsure the high standard of quality and
reconditioning (if any)."

T™he Industry Institute of lebanon also delievea that the
United Nations and otber internaticsal or regiomal organisations "eould
csrtainly bo of great assistance in thia field by acting as catalyets
and sowress of imformation to imterested govermments (catalysts insofar
a8 they ean Molp bring the successful practices of the ouoou'nqto
the attention of the other)."

In any way, $he offectivensss of any crgamimation in supplying the
mmumuuuwctwmuunmauu
wwutmwmmmmtm







availabls and the time thig information reaches ths potential buyer.

Ur. R. Morrow of ™Tools for Preedon" emphasises this point rhen he aArs,
"We know from our experianoe that companies want <o wove ejulpment used
in their samfacturing processes very rapidly. They do not want to keep
& machine unused on their floor but want to get 1t out of t1s way as scon
a8 possidble in oxrder to use the space for some othsr purposa. Thus,

the gystex has to be set up 8o that a long reriod of time is not
hecessary to approve the shipwent of the equipment . '

To anticipate which type of oquipment will become available as
well as what equipment will be needed, it is suggested that ligts of
specific needs as genersted in the developing countrias be worked out,
and that oowpstition from looal users of used equipment in developed
countries should be taker into Sccount to deterwmine what specific typas
of used equipment are in demand. A conetant search for basic changes
in processes in the developed countries should also be carried nut.

With respect $0 the transfer of the squipment, it has been pointed
out that the matter of obtaining guarantees on the condition of the
squipment is very important, as is the seouring of skilled technicians
to dismantls, instal) and nssomdle the used machinery,

Mr. Bans LangenskiS1ld delieves that the estadblishment of some
standard ocontract form for Joint ventures should be worked out to
facilitate the often aiffioult negoiiations between the two parties.

Mr. 7. Laureas of the Machinery Dealers National Association of
the UBA believes that “guarantess are meaningless and that the only
ariterion should be the proportion of price and quality, whereby quality
has to oome first because even a 30-day money back guarantes as offsred
bythllltooummthmor, 88 far as that goes, any
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monay-back gusrantes does not kelp a customer in a remote location,
bessuse he cannot, with prevailing freight costs. afford to send a piece
of equipment back to the United States. "

Mr. Laurens alsc includes Some suggestions on the co—~operation : ¢
the MINA in his letter appended i+~ thw Report, but his sonclusion sums
up the genersl consensus when he Says: "When to buy new equipment and
when $0 prefecr used squipment is a question which cammot be sattled
ge20rally, and none of our customers has ever attempted to establish
guidelines along these gexeralities. I fael that squally tenevolent
coisideration should be given to used equipment as is given to new equipment .
ani every case should be judged on ite own merite. I feel that 8 general
policy whioh excludes used squipment in all cases oan asan, mores ofter
than not, that countriee which can 111 afford it are forced to throw
money out of the window.”

™e Centre for Industrial Development, aware that several developing
countriss have imposed restvictions or have prohibited the importation
of second-hand equipment, sent a ncte to the Meeions to the United lirtions
of those countrise kmown to have such restrictions. Only five countri £1)
replied giving information on the ressons why these restrictions were
implanted. Nevertheless, the answers 8sve a good indication of the
moiives which have guided ths Governments to take such measures.

The lack of technical experience in the acquisition and evaluatior.
of seoond-band eQuipment was cited as being ome resson for prohibditing
the importation of at least osrtain typee of equipment. Maintenance
problems and non-availability of spare parts was quoted as another







resson for reesriotions on the uee of second-hand machinery ¢-¢ ejulpment
It was alsc mentioned that the poesibility of "emuggling cut’ forelen
currency and the aiffizulty to obtain information reguxding the tactni.aj
and economic aspecte of the second-hand machinsry end ite variet were
msjor items in determining the restrictions on the imporintic: of fich
squipment .

In spite of these objections the doors have not heen ~iomad
osmpletely to second-hand squipment  In some couriries, sact case is
oconeidered on its own merite a8 ie the eame of Argentina; in some othners
wvhere the doors have been closed, there im still a belief that seconrd~nand
squipment ocould be very useful in accelsrating industrialisstion in
developing countries. Some, as is the case of the Syrian arsb Repul lic,
believe that the Centre for Industrial Development could take the
initiative in solving the probiems involved. "Thie may be done by
studying the possidilities of execution of induetrial projects in the
developing oceuntries bdased oa secomd-~-hand equipment and recommending seme
with mecessary technical Specifications and guarantees. This will
facilitate the promotion of the use of second-hand equipment and belp bring
oonfidence in them.” The vomplete texts of the letters on import
restriotions to the Centre are imoluded in Appendix II.
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INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT

T Y

1818 H Strest, N W, Washington, D ¢ 20433, US A AR T <o
Aswt Code 302 - Wdophows - i X wmwttes 300 « Coble Addvess - INTDAFRAD A 1
o e Y A('/ 10 U
- 3
March 10, 1965 t ;.Q.}f:’.‘.'..d Cdet =
N S
R
MI‘. Ro Cl Iksai’ Chief [ f ‘)'A'Cal ‘f- .
Industries Section O Reknow'e
Contre for Industrial Development .)-No Amk‘;/( wdired |
United Nations INTIALS % I

New York, N,Y,

Dear Mr. Desai: EC}’}I/(:& (57

I have read with much intarest the preliminary papsr on
"The Use of Second-Hand Equipment in Developing Countries" which
was sent to me with the letter of 11 February 1965, reference
nunber EC 331/2(17-1).

i peliave the pPaper lays out the major problems very well
ard I fina myself in agreemoent with the conclusions and sugges=-
tions on pages 33 and 34. I have only two points:

1. The title refers to the use of second-haxi cquinment
but the pader is mostly concerned with macidnery. I think it
mirnt pay to ciarify the extent to wnich the revised paper is
coicerned with machinery as against other squipment ana that the
discussion make the kinds of distinction needed. Sometimey, wnay
applies to used machinery does not apply to used equipment and
vice versa. It is therefore undesirable to lump the two in the
discussion and preferably, frequently, to treat them separately.

¢. I missed discussion of only one important problem in
the paper. It is, in my view, the crucial onc and has to do with
the evolution of a system or 8ystems whereby (a) within the
advanced countries the most useful and uscable componernts anci,,,
the large assortment of used macininery and equipment could b,
selected and prepared fur use in developin; countries and (v}
witnin tne developing cowntries appropriate orpganization coulg
be established to ensure that the right equipment is acquired
and then used efficiently. Of course, they are the really dif-
ficult probler.s to solve; but they must be solved if reports are
to be converted into action. You are, I am sure,well aware of
this and it may be thai sou would prefer to leave consideration
of these imotty questions to a later stage in y;n.q studies),

ince/roly yoyurs,

//' / ?
‘ %’f.: / %)é 1aN

bert Waterston

P. 8. May I call your attention to o typogx:aphictl error on page
157 The reference in the first paragraph to my work on used machinery
e pnﬁhhod by the United States

1s given as a book; it was only an articl







Dcpartment of Commerce for the U.S. International Cooperation Adminise
tration (predecessor of the Agency for International Dovelopment )

Vol. I, No. 6, July 1961. A condensed version of the article wae alse
published in Financo and Development the Fund and Bank Review. I
enclose a copy ol the Re;Iew, ay woﬁ 48 a mimeographed copy of the
full length article. You may also wish to make appropriate additions
to references to my article in the list of Selected References givea
on the page after page 3.
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Mr. R. C. Desai, Chief

Industries Section

Centre for Industrial Development
United Nations

New York 17, New York

Dear Mr. Desat:

Thank you for your letter and study of Febru-
ary 11, 1965, (Reference EC 331/2 (17-1)).

{ nave previously sent in comments on the quesg-~
tionnaire that you circulated many months ago.

My comments on the complete study are in no spe-
cial order, but are the following:

(1) In buying a second-hand manufacturing iiae oc pro-
cess from a manufacturing company, a critical part of
the "package" ia almost aii cases would be the sending
of technical personnel frca tche selling company to as-
sist in the physical setup of the equipment at the new
site and ensuring its getting into operation smoothly,

(2) In the overseas country, could there be some cen-
tral reporting group (possibly a trade organization

or United Nations productivity center) that could

weed out the majority of inquiries that have very lite
tle basis for being realized. There is a gr..t deal '
of work in searching for proper used equipmec:.. and if
only ten per cent of the inquirers are actua..y in the
pPosition of purchasing tnis equipment, the supplying
companies will not make as careful an effort as they
would if they knew the prospectswere quite probabie,.

(3) Evaluation by some national body to ensure the fea-
sibility of equipment & use is important in large un-
dertakings. There are several examples in Latin America

of entire automotive assembly or fabricating plants
being shipped over and lying today in warehouses because

i

l
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of lack of proper feasibility studies before shipment,

(4) In simpler machines such as basic small lathes, millin, ma-

chines, shapers, drill presses, etc., I think you will find that
the prices of, for example, Spanish machinery in this line, very
closcly approximate the second-hand price of the U. S. equipment.

(5) The competition from local usdﬁ of:"used cquipment should be

taken into account, and it would not be too difficult to realize
what specific types of used equipment are greatly sought for by

U. S. concerns. (Automotive repair equipment, for example) and whed
equipment whizh has little or no demand fix locally)

(6) If a central organization is set up or an established organi-
zation is used, then the staff must kcep on the lookout for basic
changes 1in prccesses in the industrialized country. For example,
the Tools For Freedom progran wis, dbout two years ago offered a
large number of aluminum ro.ling mills because of a new practice
in which aluminum pellets w.re rolicd ia a coatinuous process in-
stead of having to use Lrealkdown equipment for billet rolling.

(7) We know from our experierice thac companies wanc o move equip-
ment used in their manufaccurin; processes very rapid.y. They do
not want to keep a machine unused on their fioor but waar to get
it out of the way as soon as Possible in order to use the space
for some other purpose. Tnus the system has to be set up so that
a long period of time is no: rnecessary to approve the s..ipment of
the equipment.

(8) This brings into mind the importance of working from lists of
specific needs as generated in the developing nations. To instead
develop lists of available equipment and then to solicic these in
developing countries takes such a tremendous time lag that you will
find chat most of the equipment will either have been soid to local
sources or otherwise disposed of before an answer can come back
from the developing countries.

(9) I cannot agree more on your strong point of having highly quali-
fied personnel check the equipment, preferably in the plant and set-
up. To cut down time lag, it would be necessary for an organization
or personnel here, acting on behalf of the developing nations. Sev-
eral of the larger nations have kept personnel here permanently, but
this would be an extremely expensive factor and would not really be
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applicable for anything other than a government purchasing agency.
I fecl this is one area that the United Nations could assist by
having an inspection team available and at the service) for a very
modest price,to private and governmental purchasing offices of all

the United Nations developing countries.

(10) I don't see any role for the U, S. Government in this except
possibly in extending their financing agreements to better cover
purchase of second hand machinery. We don't particularly like

the United States Government indulging in commercial business of

this type.
Very sincerely yours,

g Momew
Robert Morrow
Vice President

RM:sh
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Dear Ur. Crigoriev, ;:‘11'..{.'

We wore very interceted in the
the

The prodlem is indeed diffioult
thoughte in the attached note.

With kindest regards,

but

il N K. Gri‘ou."

Dir‘ct”p

Technological Division,

Centre for Industrial Dovolo)-ont.
United Katsions,

New York 17, l.!.,

Etato~Unis

udy made by your Centre on

role and use of second-hand oquirmont in developing couniries,
& queetion frequently tackled and never solved

satisfactorily,
We have tried to summarise our

Yours sincerely,
f\.

\‘ (%n “_‘\ﬂf'.‘-(

D. Zanobetti (Prof.)

Direotor
Divieion of Sngineering Studiee,
Research and Treining







Commnents on a study made by tho Uniicd lations Contro fox
Industrial Jovelopament

THE USE OF 3.CUND=HALD SQUIPLENT
IN DEVLLOPING COUNTRIES

Tho use of second-hand equipment in developing countries :.as long
“een debated, mostly by the international agencias for Technical
isgistance and by the various national or trade agencies connected
with them., The present report 5008 cne siep further in that it is
partially based on the actual experiences with the use of secord-hand
equipment in developing countries.

In the report (ses pago 15, eto.) a nwnber of advantagos nre
o9ing claimed for the ugse of second-hand cquipwont. The only advantages
which could really be recognized as such are the possible lower
initial cost and saving in foreign currency, while all the other ad-
viintages enumerated, such as lower operating cost, small scale of
oporation, easier naintenance, more labour intensity, less skill needed
for oporation, otc. are somowhat artificial, not roally valid, and
could easily be yuestioned.

fn the other hand all ‘o disadvapta,;os enws.rated are yuite real.
Some of them would ¢ven appear 1o raisu roat obuiancles in the way of
using second-hand equipment, especially tho risx ol ¢btuining maohines
in unsound tochnical condition, and the difficulties in locating the
precise machine needed.

Thero hus always been a latent and strong suapicion in Lhe
doveloping countries that csuch a schome niay be employed for duniping
unusable equipment on them. Thig psychological resistance cculd only
be overcome and effectively countered Ly suarantee ol ruality. The
first pre-condition for gsuch a guarantee 18 the accoptunce of a
recognized scale of desori-ti:on, that is o standard internatioral
classification. hccepting for the moment the condition coding used by
the General Services Administration and the Agency for Internaiional
Devolopment (AID) (see puge 11 of the report), it is here uwugrecsted
that in any esecond-hand equipment scheme ihere should be ircluied only
unite grades as N-1 and N-2, E~1 and =2, 0-1 and 0-2, and R-1.

If this schome were ever to succeod, it would alsc roqu.ru ihe
estaplishment of one or several sources of information, tha: is a
continuous cataloguing uf the equipment, as it beoomen availaile, with
full spocification and aocepted classificution grading doscriving
its condition. This must be supplemented by ar impartial and independent
consuliing servioe, to ensure the bigh standard of quality .nd re-
conditioning (if any). Seoond-hand equipment desoribed in the
Anerican way "as—=is" should never be offersd under this soheme.

i O s+ e eemee - o e -
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Another important mattor is the problem of what kinrd of
oquipment oould suitably or advantageously be covered by such a
cchome. It appoars that the most suitadle items would be gingle
units of hich coat, sguch as ships, locomotives, or earth-moving
unitsg alternativoly, whole plants, such as for example, a
coment factory with rotary kilns and orushing plant, saw milling
equipment, and whole vorkshopa. On the other hand, it would be
almnost impossidle to inolude in such a 8cheme the provision of .
great variety of speoial machinery. This remark leads back to
one of the disadvantages montioned in the report, namely, the
diffioulties in locating the precise maochine needed or, more
Sonezally, the diffieulties in matehing supply and demand .

[ ’
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| SUBJECT:............. JLITED NATIONS . ... .

| (8tudy of Second-hand Equipment)
|

There is, in my opinion, no reason why selected second=hand
equipment should not be used oy developing countries for all types
of industry with which I am acquainteds On the contrary, there is
an excellent 'prima facie! philosophy for encouraging its use ia
support of which I quote extracts from a Background Paper en
Intermediate Technology road at Cambridge in 1964

'I{ muat never be forgotten that modern technology

is the produet of countries which are 'long'in
capital and 'short'in labour, and that its main
purpose; abundantly demonstrated by the trsnd towarde
automation,is to substitute machines for men, Hence
could thias technology fit the conditions of countriee
which suffer from a surplus of labour and ahortage of
machines?!

and .'H’

'It might help to remember certain fundamental truths .
such as the undeniable fact that ‘capital! consiats vy

‘. primarily of tools and machines, the purposs of which .

is to save work or to lighten it, and to enable people )

to acoomplish more through it. A lack of cap.tai,

therefore, should not mean less, but on the contrary,

more work for people = more work, albeit less produc:iom .,

work, Even work of low productivity is more produ.tive

than no work at all, Why should we accept that

'lack of capital' makes unemployment inevitable? Lacx

of capital means lack of modern nachinery. Was there mase

X unemployment before the advent of modern machinery?

= Finally =

'“he modern prejudice that the beat equipment is tue .est,
irrespective of circumstances, is shown up = as might have ’
been expected -~ as a gross error, It is ths circumstances

that decide what is best and it is the rincipal tasy o

every developing country to apply a tec olo that

really appropriate to its circumstances. t a technology
devised primarily for the purpose of saving labour should

be inappropriate in a oountry troubled with a vast labour
surplus oould hardly be called surprising.’

g vy
. ‘e
-

if the basic concept underlying this Philosophy ia taue,
namely that the application of modern Western technology to the
deve.opinz countries is destructive and not construotive, then thare
is every rcason for the use of sound second~hand equipment against
which the major criticism is that it is too lavuur intsnsive,

The eans by which suitable eecond-nand equipment can bs
brought into operation 4in a developing country are not simple,
The organisation(s) for collection, claesification, reconditioning and
making such equipment availabdle to intending usvrs orme only a
part, and probably a minor part, of the operation. The more important
dscision by far 1e to detersine what ie to be bought and how and where
it should be used. Thie ie a decision which only the develeping
country itself oan make om the basie of loeal eocnditions and
requirements as defined by ite own knowledge, amplified by such

- \
investigations/...
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investigations and eurveys into specific industries ae may be deemed
necessary, '

To esummarise therefore, I consider:

1¢ That the use of selected second-hand equipment could,
in many cases, be more beneficial to a developing
country than expensive new labour-saving equipment.

2. That the main preblem lies, not in making available such
equipment, but in deciding how and where it is te be
used,

I would suggeat, therefore, that any efforts the United Natione
contemplate in advancing the use of second-hand equipment in developing
countries must necessarily include specific studies/surveys in the
particular country of the opportunities of advantageously using such
equipment. Possibly a epecial body could be set up for this service
and could draw upon the advice and facilitiee offered ty wsuch organisations
a8 the Rural Industries Bureau, U.K.; The Tropical Products Institutej
The SIET Institute Hyderbad. Findinge and recommendaticne resulting

from these inveetigations would them be eubmitted to the Government
in question for action, '

sgd.
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Cableaddress: PAU WASH DC sz.w@“’z‘

SRR 2N
April 27, 1965

Dear Magat ec 3}%1 /V

I am writing to you with regard to a letter dated 11 February
. 1965 from Dr. Grigoriev to the Department of Economic Affairs cone-
cerning the study on the use of second-hand equipment in developing
countries. Your letter has been sent to this unit since we were
responsible for the proposals made in 1963 for an OAS project in
the field.

I am sorry I have not written to you earlier but we recently
completed a meeting in Mexico City which required all our time for
the last three months. I hope that the comments which I shall aow
make will, nevertheless, be of some interest to you,

Our proposals, were, to put it frankly, sharply criticized by
most of the Latin American governments. On the one hand, the
larger countries which have hopes of being suppliers of simple
industrial equipment did not like the possibility of competition.,
On the other hand, the smaller countries felt that in the past

’ there had been seriocus problems with recpect to the usefulness of
\ such equipment in their countries, particularly since these
A\ generally required substantial maintenance and the neceseary
skilles were often in short supply. As a consequence our proposal
N was politely but firmly turned down and we have not seen fit ¢o
\ revive this work.

By the way, this is not to say that some countries did mot o
recognize the possibilities. But in these cases it was felt that
there was no need for governments to take the initiative. In such
instancee, which would be restricted generally to szaller scale '
operations, it was felt that the private sector itself would have
to take the responsibility to protect its own interest.

Mr, R, C. DO“i, m“
Industries Section

Centre for Industrial Developmeat
United Mations

New l'orh, NeXo







I therefore feel that this is a difficult problem for an intere
governmental agency, such as yours or ours, to consider. One point
wvhich eeemed to be ia the back of the minds of zany delegations which
discussed this project, was that the excess of equipment available
among the industrialized countries reflects ia great part the change
in armament technology which has made certain lines of equipment,
particularly machine toole, obsolete.

In any case I would be very much interested in the results of
your works While at the present time it is not possible for us te
consider any project ia this area, this situation could obviously
change very quickly.

How are things going with you otherwiee? I hope that your
family is well. We here are still very much enjoying Washington and
our work ia latin America. Please give ay regarde to everyone in
New York. If you should come to Washington try to let me know ia
advance and we will arrange to get together. I had hopes of visitiag
New York this spring but I am afraid that it may not be possidle.

If I do ceme, I will oertainly get in touch with yOu.

With best perscaal regards.
Siacerely yours,

DS

Irwin Baskind
Chlef
Industrial Develepasat Uait
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Noew York, v. Y,

N N D,

Sir:

This refero to your letter of April 8, 1965 and its enclosures,
the preliminary paper on "The Use of Second=hand Equipment in Deve=-
loping Countries."

I have gone over the prolimimary report and found it wvell-organised,
clearly written and broad enough ic cover all the necessary information
on tho subject matter of the repors,

If I may suggost, it would porhaps be more handy and useful if a
sort of separate directory or cztalogue containiny anony others, defi=
nitions, classifications and condition codes of all available second=
hmd equipment in the world markets, costs, list of reputable dealers,
and proceduras for proocurement, be propared aside from the Teport.

Government research institutions ir. the Pnilippinus, like thig
Institute, do not venture out into industrial or commercial procuction,
\ but mainly undertake research - basic, applied and up to the dovelop=
~ ment (pilot plant) scale only. ilence, these agenclos are not in a
. position to acquire or make use of second=hand industrial equipment,
However, thaore are quite a number of small-scale and expanding industries
throughout the country who may be involved in this study and who nay be
contacted for your questionnaire thru our Departmont of Comserce and
Industry or thru the Philippine Chamber of Industry,

I fully agree with thc objectives of this study and report of the
U. N. Centre for Industrisl Development and I hope this could be finalised
soon for worldwide distribution, especially to the developing countries.
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Dear Mr, Desal: . é(_ 5 62./3/

Thank you for your letters of April 7 (received on April 16)
and of February 11 (received on April 20) on second-hand equipment
and its use.

I should like to say at the outset that our experience at the
Institute and in the area in this particular field has been rather limited,
However, the following comments are offered on the study transmitted
with your letter of February 11,

(1) It seems to me that machine tools are over-emphasized
. in the paper as a whole. Other equipment should also be
used for illustration of principal points.

(2) The term standard definitions and classification of the
condition of second-hand equipment would be prefcrable.

-{3) The study appears (by default rather than by intent) to
equate complexity with new equipment and simplicity of
operation with second-hand equipment. Given the various
classifications suggested for second-hand equipment, this
is certainly not necessarily 80. The reverse mighfwell
be true (see Section V). Also, in certain instances, the

- i ' term '‘used equipment' is employed (see p.18) wheroas

- second-hand equipment is the subject mattor.
‘o
: o 12
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(4) A main principle which it would be well to bring out cleariy
in such a study is that developing countries nced to investigate
and adopt the most appropriatc technologies and that often
these are not the most modern. A decision to purchase se~ond-
hand equipment should thus be based on availability, adequacy and
relative economic viability with respect to new equipment.

(5) The classifications proposed give no information as to the age
of the equipment. This has a bearing on spare parts availability.
It ie not necessarily true that spare parts for second-hand
equipment are easier to obtain because more easily manufac-
tured or machined in the country of destination. Spare parts
are usually more sasily purchased direct from manufacturers

for the newsr equipment.

\

{6) In Lebanon, importation of second-hand boilers is prohibited.
Prohibition can be justified with equipment whichccan constituts
a safety hazard such as boilers and pressure vessels.

With 4@ respect to your requewt for an opinion as to actions to be
expected or recommended from or to Governments, the U.N. and others,
the following is offered:

(a) Governments of developing countries certainuy necd to be
encouraged to formulate clear policies with rcgard to
importation of second-hand equipment. Such poiicies need
to be flexible and based on level headed appraisal of the techno~

. economic aspects of the problem. They should also help provide
information on the subject in their documentation centers.

(b) Governments of developing countries could do two thinge :

(1) With regard to their own technical aid progran.s, they
could establish or improve existing clearing hou..es for
use of second~hand equipment in their developmant
assistance programs. With second-hand equipmaunt it is

| essential that adequate information should be documentasd

and circulated quickly and efficiently to countries with
potential interest in such equipment, Quite frequently

1 in our Lebanese experience, information on U. S,

' Government surplus squipment used to be received
after the equipment had been sold sisewhere.

R
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(1) With regard to the activitiss of the private sector in this
field, governments could certainly assist by making
available directories not only of exporters of second-
hand equipment but also of inspection agencies, export
packers and financing establishments whehare prepared
to extend credit for purchase of such equipment,

(¢) U.N. and other international or regional organizations could
csrtainly be of great assistancs in this field by acting as
catalyste and sourcee of information to interssted goveraments
(catalysts in so far ae they can help bring the successful prace
tices of the one country to the attention of the other).

(d} Profeeeional associations etc.. should certainly become better
informed on the subject to better advise industry.

Obviously, with the advent of the Common Market and the rapid
advances in technology and market demand in the industrialized countries,
there is going to be generated a vast surplus of second-hand equipment in
theee countries. It is in the interest of the governments of these countriee
as well as their private sectors to seek to dispose of this surplus. There ie
perhaps no bigger market for such equipment than the developing countriee.
Thie interchange neede to bs rationalised and put on a sound footing for the
benefit of all concerned. It is therefors most fitting for the U.N. to take
an interest in the subject.

Hoping that the above proves useful,

VYery truly yours,

ﬂ-y\ 2 T

: 4
K.N. 8aad

Head, Department of Technology
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Centre for Industrial Developmemt ACT"\\'—-
Industries Seotion 10 Yerad
United Natione
New Yol‘k, N.Y.

0-Adkmcis ),
D-No fi-tig quﬁné‘

Regarding transplantation of ussd technioal equipment to the =dovoloping
oountries (your refsrence EC/331-62(8 j .

——

Dear Sir ’

According to your letter of 7 April I am here giving my firset
comments to your prelieinary etudy:"Ths uss of eeaond-hand equipment
in ths developing ocuntries™, for wvhioh I thank you.,

Of course you havs in this already dealt also with .Iiﬁi“, which
I previouely have touohed dealing wvith the same subjeot, and among such

" I have with speoial interest noted, that s~me of your remarke apparently

are aiming rather direotly,at vhat I have previgusly oslled"gtandards of
evaluation".

At the start I think, however, that You would be specially interested
in having nev euggeetions added to the sssential saterial, you already
have colleoted, and I therefore will try to give such.

I vould propose, that parallell to the continued efforte to get in
a8 much empirical inforeation and estimatss ae possible, aleo some direct
experiments on limited scals ehould be started up vith subjeots specially
chosen for the purpoee, in order through"sd ool examples” to study,
verify and demonetrate some valuable possibilitydes.

I think euch experinsnte would be very important, just in similar
vay as it is important to study the value of machines, not only through
sne results obtained undsr many, highly different praotical oonditions,
but also through test rssults obtained under oertain "ideal™ test con=~
ditions.

Jhat Not unimportant Advﬁtm- through use of seoond-hand equipment
have been obtained, I think your preliminary study already ehows
suffioiently, but I also think that speoially ohosen sxperiments aould

(1) show that the obtained advantages probably may be still suoh

bi
52) end indicate hov gystematis intezmationsl efforts could improve

the rssults consideradly.

Ths “experimenta™ oould de started as theoretiocal transplantations '
of practiaal existiag plants te chosen places and purposes with







theoretical calculetions of the obtainable profits, but of course it
would be wanted to realize aspeocially promising progootn a8 800n ae
possible (and of couree under full oontrel from UN

L] '

By such experimental realizations, I think it would be advantageomws
if the plants in question were traneplentated as gifte to the developing
country (countries).

Thie was proposed to me by Mr. Ivar Gudmundsson - nov Karachi =
vhen I in 1956 proposed to make such experimente vwith some Danish
eleotricity works, vhioch had been euperflucue through sxtensions of the
primary high-tension networks.

I think that euch procedure would

. (a) be in good accordenoce with the propsganda for increased con-
tributione to the developing countries

(b) make it poesible sith the eame vesonomioal efforte to give en
essistance, whioch could really be felt

(o) and eliminate the suspicione (also mentioned in you: study) vhioh
the developing country might heve in the beginning, if they hed to pay fer
the plante themselves (when they firet had seen fine results,such eus=
piocione would of couree disappeer).

I think the first “experimente™ ocould aleo be chosen and arranged
such that the expenees could be kept lov (sometimes good plants can bs
found at ridiculoue pricee), and efter the firet experimente hes been
oarried through, it ehould be possible to get & good idea about the
totel format of the whole matter (wvhich I pereonally euppose would be
very big).

. ) Provided that you agree with my suggestions, whioh I of oourse
should be very interested to hear about, your questione a-d in your
letter of 11 Februery would have to be considered im details in thie
connection, ae vell as ths Question about possible speciel Danieh
availeble subjects suitable for studying at preeent, ae well as other
aatters - but ia ordsr not essentially te exoeed the time at whioh you
vanted ms te anewer, I will comolude fer this time,

- Youre very truly *

~ !

K. Sstergaard Rasasussen

ot Mr. K. Villiass, VNIO Copenhagen - - + ?A‘yo.al AZn..;“.

Nr. I, Oudaundseon, UNIC Karaechi
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Froms Prancis Godwin 21 May 1965

. , &C 35 //52/3/ ACTION
To1s R. 'Cs Deuni / y
;047/’{. /Zafd.{..
Rii: Paper, "The Use of Secondhand Equipment in Developing Cou t\t.rie';'-’l, m Complcled

e a1 ed

On iy roturn from upcountry I found tho replacement copy of this ?pmpcz\p'b}ui{huuod
sent by Mr. Molinari in response to my letter. A couple of dnys ngbmm_h_am fimally
received the original copy, sent 11 February and apparently by surfihee—mnils  F-hrvre———
now gone through it and am in a position to offer some comments as you request,

The general request for comment that went out with this document was addressed
to a wide nssortment of renders outside the UN, I would like to assume n dual roles
as an industrial devolopmend specialist with regard to the paper’s content, on the
- oae hand; and with regard to presentation, on the other hand, as an insider or United
hations colloajue interested in seeing us put our best foot forwnrd — for I asswne
that there is to be a further paper, and perhaps further action, to help tho developing
member nations in this matter,

Thero is a good bit of meat in this paper. Without doubt the doveloping countries
can often profit by talking proper advantage of zecondhand equipment opportunitvies, Tho
UN will render them a service if it cani
5 ' (1)= convince them that this ean be true in appropriate instances — but just as

often not — and that the decision should be made by competent, dispassionate

calculation in oach case rather than by blanket policy, irrationnl pride or,
conversely, undue emphasis on the seeming first cost only;

(2)= help them, in tho manner of a Better Business Bureau, to know how to make the
decision, and how to protect themselves;

(3)- do anything really concrete to help buyers locate such equipment.

. The paper makes n good start on (1), I think it could do more, especially by using

“more cxamples as at the top of p. 16, to illustrate not only "first cost"” but somo of
the other points as well (scale, operating cost, maintenance, skills required, etc.).
A new publication on this line might usefully show, side-by-side, a couple of illustrative
computations bringing in all the factors on pp. 27-29; one should show the benefit in
choosing certain secondhand equipment in a specific case, and the other the reverse under
slightly different circunstances, possibly even in the same industry. It may be possible
to horrov such examples from some of the literature cited. Keal examples would be more

i . convincing than hypothetical ones.

Noxt, if the Cenire expects all this to have any effect, it must get thc information
aroynd videly to the right people. It is not enough to publish a standscd UN-type paper
that can be obtained from a UN Sales Office, or that is circulated to a list of UNTAB
field offices and ministers of economy. You might as well bury it under a tres. Try
to get something published in magazines that people read widely, or at least in trade
journals, or furnish feature articlos to local newspapers free (already translated).

But to do any of this it will have to be written in an easy, readable style, or nobody
will publish it on any terms. I will say a little more about this later,

The paper also makes a start on (2), at least to the extent that it lists both the
advantages and disadvantages, puts forth a useful classification code, and offers an
evaluation checklist. But in the "Better Business Bureau" function a lot more can be
dono, such as dealing more fully with the dangers and pitfalls, unscrupulous practices
etc. You may fear that to emphasize these would only further discourage interest in
secondhand equipment, I think it would have the opposite effect. People are more .
afraid of what they don't know or don't understand. If they are alerted to the tricks,
bad motives etce, I think they are mors likely to feel they can protect themselves and

not be taken in, and thus may be more vwilling to consider the equipment when arwed with
good professional advice,







-2-

¥y not ccll.a spade & spade, and state piainly that some companics or even somo
novernments have not been above unlonding industrial plants on unsuspecting countries
when theso plants can no longer be competitive in any scnse ? It may be a way of getting
back a salvape prico to help pray for the new modern substitute being built, or it may be
even a "giftl" — with no danger to their export trade because they know they can land

the finished preduct in the recipient country cheaper than the old plant can mnke it
nn‘my.

The buyer is not always protectod just because the exporting company has a financial
interest in the overseas operation, as mentioned on Pe 21 I know of n case where the
exporting company, participating heavily in the new concern in partnership with local
capital, put up its equity mainly in the form of the secondhand equipment (some of it
was billed as new, but later found to be used, moreover), Along with the equipment came
' n large contingent of experts, graciously provided to get it running, but billed to the

local concern at rates that would soon return the exporting company's investment whether
the plant ever mde exponses or note I daresay this happens more often than wo know,

Unfortunately, desirable as it might be, I don't suppose the UN can ever help in
passing upon the reputability of individual suppliers. It might become compoiont to
§ _do 8o, with the help of various banks, assoeintions, oredit bureaus ete. in the private
" ector, but it is useless to think about it because it would never do it, for obvious |
political reascns. We might conceive of it being done privately, howvever, by a group of |
the world-wide "service c¢lubs" like Rotary, Kiwanis, Lions etoc, if & way could be found

to cover the expenses, but I'm not even sure of that. Nobody wants to go out on & limb
in such a matter,

on (3), hovever, the UN can do somothing really useful,

Many years ago chemists, research institutions etc. had an equally difficult task
to locale the small amounts of urusual chemicals needed from time to time in their work,
These chemicnls very often existed somevhere, either as specinl preparations that had
heen made in some university or research lab, or even as commercial products of some ‘
small, obscure chemical company. At the Armour Research Poundation Dr. Martin Heeren |
conceived the idea of a National Registry of Rare Chemicals, and Armour undertook to
{inance and operate it. Paul Golong can probably bring you up to date, but it ran with
success for many years and probably still does. Many of the scientific Jouranls gave
1t free advortising space, and vhen there was an inquiry for a chemical not found in

f

v' t.ho rient card index at Armour, the request was advertised in the journals. Arnour (or
4 the Registry) took no responsibility for supplying chemicals, but only for te.ling the
inquirer the names and addresses of those who were listed as having such a cuouical,

Tho Centre for Industrial Development would be the logical organization tv publish
a monthly gazette, and maintain a card file, in which suppliers having equipment of this
kind to dispose of could have it listed, either free or at a nominal charge. Porhaps
the gozotte would list only whole factories, and also companies or governmonts overseas
that wore looking for such factories. The card file would include also individual -
machines and "less-than-whole-plant” lots. It would be clearly understood (in print) Do
that the UN/CID took no responsibility for the reliability of the equipment or the ' 7
parties concerned, but merely functioned to help bring prospective buyer and seller '
together. It is hard to determine howv big a thing this might turn out to be, but it
might be run for a short trial period to see, Anyway, given the problem as it now !
exists, something 1ike this would seem to be the only solution if we really want to |
do anything except discuss it, AND IT VOULD HAVE TO BE VIDELY ADVERTISED TO WORK I

‘ Along with this, if it dares, the UN should be prepared to offer in each country
& pancl of names and addresses of engineering inspection firws qualified te report to
the prospective buyer en the condition and werth of the equipment im question, I4 is not

.
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encugh merely to aay that there are such firms; somebody has to say who, and until
thia is done we haven't really said anything.

Viere are n few scattered points of substance that I have marked in going through
“hiopapers Tirst, p. 16, it mentions that a more labor-intensive older nachine may bhe
riore econnnienl in a developing countsy because of the difference in wige rates. This
15 uften true, but equally sometimes it i8 not. The factor of labor quality also comes
in.  MNany tines a more labor-intensive machine, becauso it depends more on the lulorers'
«ill or eare, i8 nctunliy less econemical to opernte whero bungling can ruin the
pretucts T have seen cases in developing countrics, completcly lacking in industrial
fradition, where for certain kinds of work it would take longer to change the ingrained
habita anl standards of the labor than Lhe expected useful life of the machine; in such
cases an automatic machine may be the first answer, and the simpler type later when the
cconorty of n lower wape rate can actually be renlized.

Also on p. 16, I think you could makc much more of this matter of scale. It is a

nost significant point, and dealt with entirely too briefly as though it were purely
incidental,

On p. 17, delivery periods for secondhand equipment are somctimes shorter than for
new equipments  Por vory large and specialized machines it may be universally true,
'f'.:uropcnn manufacturors — to judge from delivery dates — gonernlly seem to start maling
anything only after they have a firm order; but in the U.S. there is an effort to stock
many kinds of equipment for immediate delivery, often nlrendy boxed for shipment, while
the used itom may have to be unbolted, inspected, reconditioned, tested, dismantled and
crated. I wouldn't bo too sweeping in tho statemont here.

On p. 18, top, it is perhaps genernlly true that parts for an older, simpler machine
stand a better chance of falling within the capabilities of a local repair shop., But (a)
they mny prove quite expensive being made on special individual order instead of by mass
production, and (b) sometimes with an older machino a cortain part may be too difficult
for local fabrication and also unobtainnble abroad because it has been discontinued.

Also on p. 18, bottom, the shorter economic life is listed under "disaqvantages"
but the parapgraph goes on to indicate the opposite normally, As this question is in
fact the hub of the whole matter, around which the entire paper revolves, hadn't we
bett:- - strrighten out what we want to say here ? I doubt that the economic iife can

be properly classed as either an advantage or a disadvantage except in the individunl cases

On p. 23, "The selection of equipment .... for a particular job will not be conaidered
in this paper as the queation is independent of whether the machine is new or secondhand",

Perhnps selection need not be considered here, but isn't the statement ruther at variance
vith what is said on p. 7 (Obsolescence) about new jobs for old machines ?

On pp. 24-25, about reassembling c.omplex groupings: likewise, many simpler machines
must be accurately adjusted after installation. Does the buyer know how ? A booklet

comos with a nev machine, but may not be obtainable for an old one — or tie correapondence
necessary to get it may offset the time saved by finding an old machine readiiy available,

Coming to "Conclusions and Suggestions”, p. 33, Item 5: Is this question pertinent 7

Just what good will it do to draw up lists of industries that might use secondhand
equipment ? Any of them might; who is to say which ones can do so most "efficiently" ?
How we do love to prepare lists in the UN | Let's not list this item among the queations
to which answvers "must™ be found (line 11),

On pe 34, Itom 3: What's this about drawing up procedures to assist expertas in

evaluating equipment 7 Other people may need this, but certainly not experts, if they
Are experts. Do we happen to have some inexpert characters roady to tell the experts
how to do their job, or vhat is the meaning of this ?

B o T p—







-l -

On p. 34, Item T: Checking on brenchos of contract would certainly be useful, but
not unless the ciiecking organization were prepared to warn against unreliable suppliers
by nume, T trust there is no implication that the UN could do this, for of course
politically it would be quite out of the question when the chips were down, as we have
already noted ahove,

The second part of this item, alleged to be "urgently neceded", is the collection
of statisvics. Like Item § of the preceding page, this looks more like something
Parkinsonian that we would enjoy doing. To imply that the use of secondhand equipment
in doveluping countries necessarily awnits tho collection of statistics (or the listing
of industries either) eally for a better explanativi than is offered in this paper. As
it siands it looks untrue, and makes the reader wonder about the validity of tho reast,,
ant so wealkens the whole case,

Rl RSN oA . W

On tho chance that the Questionnaire might be used again, I have a couple of pointas.
First, one wonders in vhat way the items in C-1 form a separate category from those in
C-4; except for foroign exchange, they all seem to deal with the user's costs. Second,
ansvors to &3 have little significance, because under the various problems of factory
vorle in doveloping countries they do not too often mannge t1 nperate even new equipment
at full rated capacity.

' N IT3 ¢
Now, if I may, a word about presentation. Somcbody worked hard at this paper and
deservos a lot of credit for its meaty material. But much of its impact is lost by the
wiy it is presented, I think you will agree. I am part of this organization, and I want
to be able to take pride in it. So nobody should take offense, for if we helieve in
UN Assistanco and want it to survive tho groving attacks, we are goiny to have to be
ruthlessly self-critical and pull up our socks. A document that is circulnted like this

is part of our public relations, much more than anything bearing the stamp of the Public
Relations Office.

The reproduction is atrocious. Mr. Grigoriev's accompanving ictter is neatly done
by Multilith; vhy not the article too ? Or else vhy not Mimeo 7 It takes no longer to
cut a stencile Or if for any reason we must use Ditto, with a little ordinary care the
machbine is capable of a lot better than what is here. Don't we care ? Portions of somo
of the pages nro almost illegiblo, and the same iroubles are in both of my copics, as if
the machine were out of adjustment.

A fow typos are likely to creep inte anything, but they are harder to spot and
correct in a bad reproduction. If you re-use this material, note "unconditioned" for
"reconditioned" at the bottom of p. 15 text; and p, 24, penultimato line, "of" for "ig",
and delete "and”. (lHere it would also improve the writing to delete "the secondhand
machinery or equipment” and simply substitute "it"),

Did anyone rend through this thing, eithor before ur after reproduction ? Onc is
struck by repetitions. "Secondhand oquipment" is said so often in pp. 4-5 that the reascer
wants to scream. Pages numbered 20 and 21 are separately typed, occur in hoth my copies
and probaliy in all copies, but duplicate the same text with different spacing. The
biLiiography secms teo be part.y a repetition, references occuring both in footnotes and
Appendix; but to make it more confusing, different numbers are used for the some
references.

Purthermore, the references have not been checked for stondard practice. Waterston's
book is mentioned in both places, but in neither case is there enough information for a
. reador to order the book without a search. I haven't examined all the others.

Evon more important than all this is whether the avticle flows smoothly and
interestingly enough to hold the reader. It has been wisely said that vhat goes down

on paper is less important than wvhat comes off i4,
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T suvreat thnt, firat of all, the nbovementioned matters all annoy the render by
stealing his attention from the subject of the paper itself. So does the Cutline Form,
woteh s often O.Ke for a final summary of a chapter but not for the whole body of text,
Aivl the reader’s attention is badly interrupted by forcing him to stop and read the
jrecise details of a system of classification (pp. 10-14) at n moment when ho is thinking
about the brond principles of the problem instead; I think it would be better to discuss
] tho ypearral problem of classification and pass on smoothly, putting the lengthy example
of the GSA system in the Appendix to be studied when he is ready for it.

One trouble with the Outline Form is that it may give the impression that the
writer has first arranged his headings, and then feels he has to say soucthing under
ench one wvhether there is renlly anything to say or not. Take an example like "H" on
p. 18, in which the heading is cloar enough by itself and if there is anything more te
be said, it has alrendy been said under "D" anywny., Thus the tendency is to make the
t article seem padded.

The Questionnaire and all of the details about its use, lists of couniries and
industries replying etc. should bo in the Appendix, where indeed they aro. Dut any of
the significant findings should, I think, bo incorporated as supporting matorial here

§ o' there in tho toxt, nm each aspect is discusscd, to add hwman interest and to help
'muko the various points,

T have saved for last the thing that troubles me most: the use of Officinlese., We
rust remember that Officialese was never designed for comnunication, but for obscuring.
Ly now, everybody in the world knows that, however, and its only effect is to discredit
anything written in it. If tho UN as n body would abandon 6fficialese, respect for its
work would be doubled everywhere within the week, Let's pick some examples heres

Pe 3 "There is not yet a auffxcxently large cadre of ..." (There are not enough)....
"to solve the problems involved in selection, shipment, installation, operation and
‘ maintenance of such equipment” (to select, ship, install, operate and maintain such
" equipment), This may be OAS language, but why perpetunte it ?

Pe 4 "The reduction in const attendant upon the use of...etc. etc.” Instvad of this
entire paragraph we need only say, "The lower cost of secondhand equipwent also
conserves scarce foreign exchange”.

p. 8, middle: "Geanctivization" is as typically Officinlese as the iron-clad rule that
all possible words must be used in a form ending in —ion, but it represents the
' corollary rule that ordinary words (like deactivation) must be lengthoned at every
| opportunity, and to hell with the dictionary., Sec also "localizing"(locating), pe Q=3

pe 8, lower: "utilizes”. See above. Whot's the matter with "usel ?

pe 18 "siortage of supply of skilled labour" (shortage of skilled labour); ..lso "the
industrinlization process in" (the industrinlization of); there is sonciimes &
plucy for "industrialization process" when we are discussing tho process itself,
but I think not here,

P. 18 M"groatest bottleneck™. This classic of Officialesc has appoared as o joke in
Readers Digest (around World War II). The idea is that we become so preoccupied . 1
‘ with jargon cliches that we even rorget what they menn. A bottleneck that restricts
| most is the narrowest (most serious), not the greantest. Right ?
|

Pe 23, top: Another rule of Officialese: never use an active verb, or any verb at al. if ,
1t can be avoided by using only nouns. What's wrong with saying: |

(1) detormine the machine.... (3) know the condition ... |

(2) locate the .... (4) evaluate the use ... ? 1‘

Pe 24 "Adequate preservation and boxing ..." Of course. But is there anyone vho
doesn't know this 7 What do such fatuous statements add to a serious article ?

y #a% No offense intended *# ‘ |

ey e o —— . !
. e e e e tien e e —es e







’

v Yon

. U CEB INDUSTRIAL COORDINATIQN BUREAU

tlovrlagargatan & 8 )

Stockholm » Sweden '

Telegrams: Cosrdburesn ’ '
Telephons: 83 40 88

MAY 241950
AT
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Centre for Industrial Development L sfﬂfﬂswd
United Nations : 0O-Acowdyed
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Stookholm, May 21, 19658

Dear Mr Desai,

Some time 8ago I recceived your preliminary etudy regarding
the use of eecond-harnd equipment in the induetrialiszation
of the developing parts of the world. Please accept my

~ apologiee for my late anewer,

.Enolosed you will find a short memo with my oomments on
the subjeot, It does not follow ths index of your study

. &8 I wanted to foous the attention on the iesues that I
-believs are the most important ones, after having worked
actively with ths problems over the last five years,

"If I ocan be of any more assistancey please, do not heeitate
to let me knew, .- -

S8ine rely ’
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in the UN preliminary study regarding the use of seoond-hand equipmsnt
in daveloping oountries the varioue probleme related te suoh usage
have been ocarefully examined and cutlined.

sndustrial Coordination Bureau (ICB) which I represent hae been working
for the lzet five years to promote the crcation of new inductries in the
devaloping countries through the transfer of oomplete seoond-hand plants
from ezonomioally more advanoed countriea. Our sxperienoe hias partly been
described in the repcrt made on our acoount by the Economist Intelligence
Unit (EIU) and referred to in the UN study. To the observations made in
the E1U report I would like to add the following observations on some of
the basio problems in the carrying out of the proposed activity.

A olear distinotion must be made between the transfer of individual
pieces of equipment and oomplete plants. For the former, channele of
distribution are already established and it would probably be outside
the ecope of aotivity of the UN to suggeet methode to reorganize the
trade in old maohinee.

As regarde complete plante I believe that the euocese of any program
to use reoond-hand maohinery in the industiiadization of the developing
oountriee depende on the interest and aotive support of already estab-
liehed industiriee that poesesa the necseeary teohnioal ekill to get
the machiner working again.

The system of classifying eeroond-hand machines as sugrested in the UN
study would, I believe, be of little practical importanse as no eeoond-
hand plant oould or ehould be exported without giving the prospeotive
buyer an opportunity to examine ithe machinee before ehipment. The transfer
of eeocond-hand plante from industrialised to developing oountriaes should
be based on a personal contaot betweun the industry that has been ueing the
machines and the foreign entrepreneur. To improve tho ohances of Bucoees
the transactions ehould preferably be made on a joint-venture baeis. I
also believe it to be of importance that maonines are not given away, as the
receiver would then probably have less interest to eee tc it that the
maohines are properly ivstalled and pui into production without undue

delay.

in ICR we have been interested to promote anly private entarprise of small
and madium sise. I believe there is a distinot difference between the
apprcaoh of a private sntrerreaneur and a govermmental or eemi-~-governmental .
body when it comes to the usage of mecond-hand wachinery. For the former
the prestige aspeot ie lees relevart as he ie mainly interested in a) how
nuch noney he can economize by buying seoond-hand machinary and b) what
guarantees he vill have that the machinery will operate properly. If he
can got a satisfaotory anewer on these $wo questione $he ohancee are good
that he will prefer sevond-band machimery. I oonsider that in most oasee
it would be fruitless and even unfitting $o $ry $o persuade govermment
bodies $0 inetall sscond-hand plants.

Weo have experionced ne difficuliies in finding buyere for acmplete second-







hand plants, even if it has turned out that only a very small percentage
of the enquiries received has been sarious and the buyere in posseseion
of adequate means to go ahead with their proposed sohemes. On the other
hand we have found almost no interest on the part of already eetabliehed

industries to eell their obeolete installations. Among the reasons herefor
oan be mentioned:

= @ soaroity of technioians to dismantle, install and aesemble the
used machinery again,

- a laok of tax ;noontivea to sell machines that are already oompletely
written off in the books of the sellers,

= a sense of frustration in doing businees with the developing oountriee
because of diffioulties in the form of red-tape, slowness in correspondence
and final decisione, delays in paymente, eto.,

- a feeling of that there is no reason to spend eoaroce time trying to
drum up business in far away parts of the world when oustomers from
neighbouring oountriee are knooking at the door.

Ae the suooess of transferring complete eecond-hand plants to ths
developing oountries deperide on the active and intereeted support of
industry in the eoonomioally more developdd oountries, the purpose of
any aotion of the UN should be direoted towards raising and guiding suoh
eupport.

Below I am listing some of the steps that I believe ehould be taken to
aohieve this ends

= the launching of a oampaign by industrial branch organizations in
Burope, North Amerioa and Japan to stresse the importance thut oomplete
second-hand plants in good oondition that for different reasone become
obsolets are made available to entrepreneurs in the developing countries
vefore thsy are scrapped and/or the machines soattered. To be of any
use the information of the availability of suoh complete production
units must be oiroulated at least six monthe before the machinery has
to be disposed of. Presently ths deoision about how to disposs of
obsolete maohines is usually taken only a few weeks before ths maohines
are taken out of produotion, making the time in most oases too short to
looate an eventual buyer. The solution to this problem would be to get

the idea acoepted by industry that when ordering new maohinery or planning -

to disoontinue a certain line of produotion the possibility of offering
the obeolete maohinery as a oomplate produotion unit to start a new
factory in some developing oountry should be a serioue alternative,

= the oreation of a favourable atmosphere for the sale of second-hand
machinee to developing oountriee by making the profits tax free,

~ the eetablishment of eome etandard oconsraot’s form for Joint-ventures
to faoilitate the often diffioult negotiatione between the two purtiee,
[ %

- the oreation of opportumities fer -uu.xu werkers, foremen eto., preferadly
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those reaching retirement age, to go abroad for the time necessary
to install and put into operation the machines that they in many
oases wmight have been working vith before,

the oreation of a system to distritute information about the offers
for ocomplete seoond-hand plants to private entreprensurs in the
developing countries. There are in most of these oouniriee dranch
organisations, industrial associations, development bdanks etc., that
oould be used in this conneotion. The ICB met-work of oontaots might
SOrve as an eabryo for the oreation of such a systeam.

Stookhelm, Nay 14, 1965
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Dear lir, Grigoriev,

I refer to your letier of 17 Febx'uary conceminb the nrelirdnary
naper "ae Usc of Sccondhand mquipnient in Developing vountries', I would
like to congratulaie the Centre for this initiative and rfor the excellent ‘
analrsis of tiie issues involved. In addition to the possible saving of
forei;n exchan;e, in che drocess of industrialization, witich can be achieved
o the use of secondhand equipient, there is the provlem of tne likelyhood
tint tae use of such equipnent nay result in a betcer utilization oi the
resources o the developin countries - abundant labour and scarcity of
capital. unlortunately, this latter problem is something about which we
also nave very iittle systematic knowledge and it is lir, F‘j..dueiredo's
inténvion to have the Division spend some time in its study in the near

. Mubure, If it is carried out at BULA, it might well e of advantage to
introduce the anal; sis of tie possible contribution of the use of second=-
nand equipment in tiie theoretical study of the better adaptution of
technologies to the availability of resources in our countries,

Before commenting on the paper itself, I would iike to say a few

— words about the selection of the Latin Amer:.can experts to whom the preli-

. minary paper has been sent for comments, First, kessrs, Homi and Villascnor,
‘he former is a macihine tools' manufacturer and probavly stroug.y biaised
azainst the use of secondhand equipment, while the latter .s, according to
Iy wnowledge, decidedly a champion of its use, Tnen, lir, iirie Pinto, who
is onc of the bLest lknown consultants in industrial planning wac engancering
in brazils, Since he is, in addition, a shrewed businessian, nis opinion
caould be of great weight, unless he is biaised by some bad cxperience with
inporvs of used ecu.lpmcnt. Noriega-iorales and Deschamps have nad considerable
cxperience advising industry out I do not know whether they have ever nod

anyrthing to do witn specific projects involving choice between new and used
equipment,

Coming to the paper itself, I would like to make the .ollowing
comments and/or suggestions:

r. WK Grigoriev

Acting Coimissioner

Centre for Industrial Development
United Nations

New York, N,Y.
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a) wien rewriting the paper, I fesl that a special point should be made

b)

of the fact that many, if not all, the developing countries apply

the same import duties to secondhand oquipnent as well as to new
equirment, The iiiplications of this fact seem to me to be very rar
reaching and detrimcntal to the extension of the use of secondhand
equiment, Depending on the size of the tariff, such a policy may be
important enough to completely offset any price advantage of used
machinery. ividently, a United Nations action to changze these
conditions, where they prevail, may bes an important step to incrcase
the applicability of secondhand equipment in developing countries; v

in addition to the long onnumeration of possible disadvantages of the
use of secondhand equipment which sppears in the preliminary paper,
there seoms to be another source of potential trouble which might
possibly, be considered when writing the final draft. It is the need
to foresee possible changes in the market of the devecloping countries
once they decide to buy used machinery, I will mention a specific
instance which is feniliar to Mr, Jack Miller. In 1956/57, the
Huachipato steel plant in Chile decided to scrap their old mechanical
shest rolling mill which, incidentally, was sold to Colombia incamplete
and has never operated at Paz del Rio, The choice of new equipment
for the small Chilecan market (which they have expanded to a certain
extent by selling the steel at a very high price within the country
and dunping sane of their production out), was either to buy a few
stands of a semi~-continucus mill with a view to add wore stands in the
future, when the market warranted it, or to install a reversing mill
o the Steckel type. This problem was discussed at “CLA Steel
Heeting in 580 Paulo in 1956 and each one of the experts present
recondended that a semi-continuons mill be installed. Unfortunately,
nuacnipato got an offer at a somewhat smaller price, for a wused
vecicel mill, which was installed, As long as the piant was 10

operate only for the Chilean market, the result of this choice has
been;

1) that stcel prices in Chile are very high. For example, cold rolled
sheet of 0,6 mm thickness is sold by Huachipato at some 250 dollars
a ton, compared with intermational prices of 150 to 170 dollars;

11) that the plate and sheet produced in the Steckel nhas only 1 metre
width and, furthermore, is of uneven thickness. Thus they are
compalling the users to use this inadequate material in all )
possible applications, through a prohibitive tariff protection, But
if the Latin American steel market is opened for other regional
plants, in the bost of cases, the Huachipato flat products will be
some 30 tc 35 dollars per ton more expensive than San Nicolds,

Volta Redonda or Mexican plate and shest. Ve have prepared
projections, with all necessary reservations as to tneir value, and
find that the present Huachipaco Steckel mill has sufficient capacivy
to supply the intemal Chilean mariet for flat products until 1975,
having, during most of the years, s surplus eapseity whioch they will
be unable to use for axpertg
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Now, mistakes of this type also may occur when installing completely

new equipaent, but in this case, there is no doubt that if the secondhand
mill had not been offered, the problem could not have arisen and a
semi-continuous mill would have been installed in all probability, the

blame for this mistake will not be put on Huachipato's management, which ,
prodably did not realize the gerious difference in production costs, but

on the fact that the mill was a secondhand oneg

6) I feal thac the statistical foundation on the basis of the few replies
to the questionnaires, for drawing conclusions about the problem is
rather woak and I think that the Centre should, wherever possible, go
out of its way to have the number of specific replies increased at
least two or threefoldg

d) it strikes me that there is a very interesting field to explore on the
negative side of the problem, by establishing the reason behind the
interdiction of secondhand equipmert imports by some developing countries,
There may be several reasons for such a policy and some of these may
complement cach other. In the cese of Chile, for instance, the reasons
are two: first, a bad experience with the Government (Corporacién de
Fomento) which opornsored construction of the cement plant "Juan Soldado"
at La Serena - Coquimbo, This plant was purchased secondhand during
World war II and it turned outs

1) that the equipment was in very poor condition and needed considerable
reconstruction and

i1) the flotation process was not adequate to the limestone that had to be
used, Although some of the engineers who were responsible for this
faillure are no longer alive, it might siill be possible to eatablish
- oxactly what happened and why., A trip to Serena, 500 im north of
.i . Santiago may be necessary for this purpose,

second: in some instances, buyers of secondhand equipment have declared
it to be new and requested from the exchange control the foreign exchange
) necessary to buy a completely new unit, and have kept the cost
3 ) difference abroad in their personal accounts. Prohibition of import of

secondhand equipment would thus be a way of tapping a possible leakags
of scarce dollars.

I nope that these few notes are of use for the clarification of some of the
issues involved and also, that the Centre may find the time and resouroces necessary
to further explore this extremely interesting avenue for facilitating industrial

develoment in developing countries, possibly using technologies more adequate to
the available resources,

Sincerely yours,

A‘/«(t, <

c’ TN
Bruno Leuschner

Regional Ixpers, Beoncmis Commiosion
.hl'h\hm
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VEREINIGTE USTERREICHISCHE EISEN. UND STAHLWERKE AKTIENGESELLSCHAPY

MAY 27 1360

VEREINIGTE OSTERR. EiSEN. U. STAHLWERKE AG, LINZ/OONAUY, POSTIACH 1
P 1 ACT\ON .
Mr. N.K. GRIGORIEV ' z«pt- .
Director ‘w.m c(’ ol el
Technological Division ‘ sl )
. PN
Center for Industrial hr %Q
Development v
c/o UNITED NATIONS
/ ) e" 33/ ' &4 /
New York |
Ine Torshon e Noshriek vom Umer MHovensd &un Abt. v. Bolehen W
4059 KV=N/DU/Pd  24,5.1963

Dear Mr, Grigoriev,

In referenco to your letters of i1 February and
7 April 1965 we would like to ocomment omn the
study " The use of eecond-hand oquipment in do-

veloping countries™ transmitted by your office
as follows:

Primarily we want to state that we are enginesy-

ing, manufacturing and supplying turn-key new
industrial plants of various types and we are
therefore not competent to act as experts for \
second-hand equlpnont Revertheless we will try

to see the problem from our point of view,

The necessity of selling second-hand equipment
as detailed in your paragraphs (1)-(6) e quite
obvious, On the other hand {t is extremely im-
portant to sxamine the quality and ueadbility

of the machines in Question as suggeasted by you.

continued.,... .
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YEREINIOTE USTERREICHISCHE BISEN-.

UND STAHLWERKE AKTIENGESELLSCHAPY continued,..,.,

We are now-a-days confronted with the problem

of second-hand equipment in the automotive markst

and are informed about the difficulties arising

from these relatively simple goods, Even more

important is the practical statement relating

the technical usability of used plants, E

To solve these problems within an international i
area and to come to an objective conclueion re- '
garding the various industrial plants will be {
extraordinarily expensive. Troubles will be orop- L
ping up by .types not pProduced any longer and lack
of spare parts connected therewith, ‘ :

In this field it seems to be recommendable to
strictly examine the remaining efficiency of a
machine or an industrial plant and to give at-
tention to the year of construction and the fact
whether the machine will be produced furthermore. ¥

We are also well informed about the small interest
of developing countries to import plants not ma- '
nufactured according to the last status of tech-
nical improvement, a fact we learnt by discussions
with different clients, We personally experienced
that, to buy machines or plants not corresponding
the last status of development was oalled "asking
too much" though the prime costs were oxtremely
low,

- wway -

- - -, -

-
. -

Your comments relating second-hand equipment are
quite obvious, but based on a certain induetrial
experience.'we believe that it is a mietake to

oontinued.....,
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- YLREINIOTE USTERREICHISCHE EISEN-
UKD STAHLWERKE AKTIENGESELLSCHAFY continued..,,,,

,_"_————————————————ﬁ----IlllllllllllllllllllIllllllllllllllllllllllllllllll!l

prefer second-hand equipment to a new plant be-

cause of the low production costs, Certainly the ’
small production capacity stated in your report

seems to be advantageous = especially in ocase
of ateel production in developing countries -

but works out indirectly by raising the operation
costs,

~

Doubtless the terms of delivery of eecond-hand
equipment are advantageous,

If there are no experts at hand adle to produce
and subatitute spare~parts in thoss developing
countries, the item of simplier maintenance of
second-hand equipment compared with that of more
complicated machines also becomes negligibdle,

How to procure respeciively arrange the purchase
of used plants seems to be the nucleue problem,

For many years we know the market for machinss

and industrial plants and summarizsing we add that
Placing of anorder is strongly inflnenced by con- ‘
fiding in a solid and honest producer respectively
merchant, This point of view becomes yet more im-
portant with second-hand equipment, Therafore it
appears to be absolutely effective to manags such
business within an international non-mercantile
organization (this organization may of course

charge an uniform agercy-provision),

There must be a close contact between thie agenay
and the technical examination and qualiffoation
center oconcerning machinee and servioce of spare
parts, for there is no chance to work profitadle

eontinued,,,..,
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UND STAHLWERKE AKVIERGESELLSCHAPY continued, . 444

1f these two main factors are not managed by {
& central organization able to guarantee the

future efficienoy of the seoond-hand equipment
in question.

We shall not comment if in oonnection with

second-hand equipment - doubtless sold for

small prime costs - there should eventually '
be agreed to large=soaled finanoing terme toe,

As a company manufacturing new machines and
Plants we are sure that the import of seoond-
hand equipment for developing countries will
only signify the first step and beginning of
industrialization of national markets, Lot ue
oall it a certain and extended model of traim-
ing program,

T TSI TR LG T e e e e ety g v -+

u/ The prohibition of many developing countriee
for the import of seoond-hand equipment i¢o an-
other problem narrovwing the markets,

We hope to have fulfilied your expectations
and remain

v

yours very truly

VEREINIGTE USTERREICRISCHE
EISEN- UND STAHLWERKE

.o. 0
— 1 M/
0 jﬂ(w v
(Déttelbacher) +

~
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Vear Mr, Molinari, p{{‘?:"ﬂ e
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This is to acknowledge receipt of your letter!m 331/62 (8)
deted 27 April 1965, We nots that the new date fo
suggestione on the CID paper on "The Uss of Second Hand Equimment in
Developing Countries” was expected to rsach your offics lact 15 lay.
Obviously, thers was 8gain a delay in routing the letter or in the
méil, Whatever mey bs the causs for this delay, we wish to apologise

for our inability to reply to your letier earlier together with owr
comments on the above mentioned paper, '

We had the opportunity, however, to discuss although very briefly
certain points of the ClD paper with Hr, A.G, henon before he left for
New York last 15 May, Perhaps he had the cccasion to exchange views
with you or Mr, Grigoriev on this subjsct,

Whatever comments we may make onh the paper at this stege night be
too late to serve yow purpose. We hasten to state, however, that the
CID preliminary document regarding the use of second hand oquiment
and machinery in developing countries, covered generally alnost all
ths important topics, relevant to this subject. It correctly
emphasized, among others, the need for a standard international
classification of this type of equipment and also the methodology of
their procurement. Ths pros and cons for their use by developing
countries were amply discussed and enumerated. A thorough perusal
of the document, together with the conclusions contained therein will
be most snlightening to many oountriss of the ECAFE rsgion,

from our experience, we might perhaps state that, with certain
limitations and together with ths assurance of the Proper methouology
in their procurement, the use of second hand equipment for machinery
would be beneficial in some of the developing countries in tae ECAFE
region. The uss of secend hand machines and tools BAY perhaps be

Mr, Arturo Molinari

. Associats Economic Affairs Officer

UN Centre for Indwstrial
United Nations
New York







These shops could use to advantage sscond hand utandard lathes, milling
machines, mechanical drill presses, power saws and allied equipment and
tools, Gecond hand tools could also find utility in most of the vocational
#nd trade schools for training purposes,

The resistance, "allergy" and aprrehensions in the uge ol second
hind maciiines and equipment in many of the small countries o: t.ie region
4y pernaps be minindzed by a campai;n through trade channels with the
aisplay of these equipment in the virious trade centers ard industrisl
c4nibits in these countries, Thesa exhibits may be promoted by second
hand machinery dealers and suppliers,

There exists also & potential demand for secona hand mucrines &nd
equipment in the relatively uore advanced countries in the region,
particularly those which have established some engineering industiries
in the mechanical and electrical fields, and also for good used heavy
equipment for construction and fabrication purpoces i,e, hydraulic and
extrusion pressss, planers, bending rolls, shears anc plate and angle
straightening nachines, Provided that dstailed drawings of important
purts and fowndation planes and drawings required for installation
purposes are furnished by the supplisrs, the promotion of the sales of
this type of equipment would be bensficial in these sectors of industry.

We hold some reservations in promoting the use of second hand
machines und equipment in the more sophisticated processing industries
such as food processing and chemicals, iron and steel, because of the
repld advances in technology and science, Extreme caution should be
used in ericoursging eales of second hand facilities in this group of
industrial activity, In more cases than one, the coet of dismantling,
packing, crating and freight and the cost of reconditioning such equipment
and their final installation in the green country results in a nore costly
venture compared to a new and modern installation,

With respect to suggestions you have requested in your circular
letter of transmittal EC 331/2 (17-1) particularly with reference to
what action might be expected from or recommendation to governments,
UN Agencies etc. we submit our opinions as follows!

(a) Sovernmants v develoning cowntriest Bxcept in isolsted cases,
governments may not prepared to formulate policies - pro or con =
in connection with the use of second hand machines and equipment in
their economic development, Regulatory licenses may perhapo be
forsulated through economic pressures from vested groups,

(b) Goysrnments of industrialised countries: Promotion of sales
of second hand equipments and machinee if appropriste may bLe
channeled through trede centers and exhibite which are usually
undertaken by trade missions or trede centers,
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The subject of the use of second hand tools/equipment mcy be taken

Up 4s agends items in the appropriate conferences or meetirgs held
for certsin sectors of industry and participated by member und
Sssocisted member countriss,

(d) fng.eymu:m».mmmnm@.m t The subjest
méy be taken up in their respective group oconference meeting s,
Interested groups may hold meetings and seminars in the subjcet,

Ws concluds our conments and suggestions by stating that all
premises considered, there ie room for the use of apprepriste aeoo;;:.
hend machines and wQuipment in of the develeping sountrie-,
besie sonsideration, hewever, b;.xwm.i groups is the over-sll

rice of such equipment/machine delivered te the purchasing country,
n most cases, tLhe over-all price should be quoted at "bargain pricee
tnd/er extremely sempetitive prices,

Yours sincer
.ﬁ-——ﬁ

=in-Charge
Intstries Divieten
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Deuar ip, Grigoriev,

developing courntries,

oricirally included a simil
Lewirds tie requirements of
subjeet is of general importance
programme irn view of the employment creating effect of a

greatver inilow of second-hand equipment from industrial to

developing countries.

.in irdustrial but

(mostly or technical but

deteriorated

Pages 6-9, section I1I,
Avtention 18 invited to the

INTERNATIONAL LABOUR OFFiCE

GENEVA
S e A -.i
: ' mremas osntve
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I wish to refer to our exchange of correspondence concerning
vz draft of the study on the use

of second-hand equipment in

prepared by the Centre for Industrial
Jevelopuent, and I have pleasure in sending you hereunder
tne comuents of the I.L.D. on this document.

First of 211, we would like to cxpress our appreciation
for this initiutive taken by U.N./C.1.D.;
tne research programme for small industries for 1966/67
ar study especially directed

the

as a matter of fsot,_

small industry sector. The
to I.L.O.'s human resources

sources of second-hand equipment.

fact that there exists not only
in developing countries as well a home market
for second-hand eéquipment,
wodern large-scale industries

In the latter oountries too
discard obmolete equipnent

vcoasionally on economis grounds ase
well) which are ther bought up by and utilised for extended
periods of time ir. artisan and small-scale
enterprises especially in the metal trades.

manufacturing
Even physiocally

equipment which are considered unueable and which

are sold for sorap in induetrial countries (page 9, 1tem 6

e, N.XK. Grigoriev,
Director,
Teohnological Divieioa

Centre for Indussrial bwlomt." ,

United Nations,
NEY YORK
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veodoonany dnstonces bedrn rcpaired, reconditioned and pup
irloosperiiion again in small enterprises. This is possible
©ocnwse of low labour and high capital cost which favour
¢ rurditioning und beecuuse ol the grent demand in developing
“oowuries [lor machine tools of the more 8imple type.

+ demnnd, however, is generally inadequately met on account
o anport restrictions, ineffective domestic trading arrange-
i+ L 1n second-hand equipment in developing countries, and the
e o7 a modern domestic machine tool manufacturing
Loolwiury . The great demand fop gimple, low-performunce machine

-~

WoOaws 1o well demonstrated by the fact that not infrequently
o= .ar old lathes are being faithfully copied by and advantageously
aowa in oomall metal working firms. 1t therefore would appear that
+i. U613 section of the paper a brief reference may be included
COnLCLINIrG 1he gacondehand equipment market in developing '
cuuniries begides analyeing this market in industrial countries.

ri-

2asus 1522, section V, advantages and disadvantages
vive use of gsecond-nund equipment. In this section a
ASasraph kay be irncluded (possibly under item C, page 16)
cuncerning tne particulur ~aporvance of second-hand equipment .
Jor suali-scale industrialisavion in developing countries, :
“novost developing counirics she metal trades organised on

sinall-ygcale (and Gealing with installation, wmaintenance
<. repair uctivitivs of wachinery and household durables,
N manufacture of parts and components including occasionally
Chiz wanulacture o simple cupital £oods) is probably the
funvcat growin, mahusacluring branch in the emall-scale
Svlor:  and Liere is reason to believe that the exparision of
vi.soparticular branch could be greatly accelerated il the
in’iow of secord=hand equiprment frow industrial countries .
Would be expundod. Liverulisation of international trade in ‘
SUCHL BQUL pient would equally promote the growth of other
Lranches such as food processing, being a manufacturing
urasch wnicn because of techno-economic considerations, is
very well suited for small to medium-scale production; ite
Laporiéancs as an adjuncy oo agricultural develcpment would
giVe addud welght 1o the cage for a 1i! npal import policy ',
DL Secora-hand equipment. Similar considerations apply to ,
Wie toXiiiv wenving industry (in so far as countries with :
W lavouradle land/population ratio’s are concerned) and the
prinving trade.

-
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in uue ligho of the {oregoing observations there ig no
WOUBL Vhut present governuentv policies in developing countries
wiien geaerally bvend to prohibit or at least seriously restriot
v Lnflow of sueh equipment limits the industrialisation
Proceug in these countries. Considering the builtein
ndvoasiages of large-scale industries in matters of equipment
acquisition (for example their access to suppliers’ credit,
V0 navioral and international finanoce institutions, their
better widerstanding of applied technologies as compared with .
smnller enturprises, etc.) such import restrictions adversely ' B
affect mainly smail-scale industrialieation. Also, much |

’ ‘ )
‘.
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e dvertnges ol gecond=hnnd equipment listed 11, Lo paper
;n Ao lower initial and operating cost, euasier muinnepunce.
: Souieture of purts, less skill needed for operation,

“re o particular interest to undertakings operuting

lower ability to hold high precision) are of
1y Zeuser importance in amaller enterprises, ot
vowowhaen produeing for a leas sophisticated market which
coeoonadly exdists durang the initial stage of a country's
-odanuritlication process, “erition of these considerations
S prhar o wey help te cive the goverrments of doveloping
w0 Wrier|, to whieh the study 1s particularly directed, a
Lootier wnderstanding of the implications of current restrice
CiVe Nli0. 60 ViweleVie ssgondenand aquipnent especially so
dacoconsidering the prominent role in terms of output and
wpeOyient, wnich selected smallescale manufacturing branches
iiyoin e industrialisation of developirg countries (viz.
Side 20, item H, resistence to the importation of uced
eGuapinent ).

Also, the attentior nay be drawn to the contribution.
sreond=hand equipuent WAy litke to weeting the requirements
w0 Mapurogriate tecnrologies" to which currently attention is
ULl pand to BCO30C, 1.:. tne Advisory Comitlec o1 the
Appllcation of 3cience and Tecrhmology to Developu:nt.,
"appropriate techrologies" huve been definnd ay manufacturing
srvtesser widen 3:laderutely combine elements o absolute
and advanced tecnnologies 1 such proportions that the
wvolved applicd or "approprinte" technology would be
Sufliciently ¢ffective Lo meet modern market requircients in
teras of qunlity and price while retaining as large u labour
! sontent 4s posuable. 4 Judicious use of new und gecor.d-hand
' vqulprent in the estublisnment of new enterprises, particularly
thece on a medium and large-scale, may, therefore, contribute
“o introducing technolo:ies in developing countries which are
aore in line with the specific resource endownments 0f the
counrtries corcerned as Ccharacterised by surplus labour and
dcarce capital resources.

As fur as gelected references are concerned (page 35)
your attentiorn iy drawn o the study of Arthur E. Mills,

cnlli-venle; in contrast some of the disadvantages mentioned

rrivate Interprise in Levanon (the American University of Beirut,
1559) wiich includes a well-reasoned account of the co.siderable
digndvantages for national industrialiseation processes of government

policies wnich prohibit or restrict the import of second~hand
equipnent.

.. Wiih regard to paragraph IV "Classification of Second-
fard Equipzent™, it ig felt that .the terme and definitions

vstiaoliied by the Machinery Dealers National Association in the

J.S.A. are clear, and that they could even be used in Europe,
where, to our knowledge, the sscond-hand ¢quipuent market is
not so developed us it is in the U.8.4. Regarding she more
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complete clusoification of used equipment as used by the

U.S5. Department of Army and General Services Administrat1on.

it i3 believed that they are more suitable for the dispos

ol lurge quantities of equipment, rather than for use as & guide

for purchasing limited quantities of diversified equipment for
our projects,

We will therefore deal mainly with the utility aspeots of
gecond-hand equipment for the purposs of training in our ,
81:8all induetries development workshopas. ‘

The purpose for which equipment ie used in such projecte

T0 explain the trainees the funotioning of the machine
or tool. .

Y0 train people in the operation of the machine.
T0 instruct trainees on how the maohinee are to be

installed, maintained in good condition and, {fr necessary,
repaired.

To demonstrate better working methods in order to increass
the output, to perform the tasks in the proper way and
improve the quality of work.

For the above purposes it is obvioug that it is necessary
Lo dismount angd reassemble frequently the machines. Therefore
the output factor is to be considered of minor importance,

In general, it may be said that second-hand equipment,

er it is "industrial obsolete, rebuild, reconditioned op
"us it is", ig perfectly suitable for the purposes set for;
il 19 our opinion that there should be no hesitation to use it.

In certain advantageous to prefer

r pre
does not take much time to spol

& lathe bduilg
1965; wseveral
oh as a taper turning, an
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5.

The game applies for other types of equipment, such ae
@1lling machines, grinding machines, shapere, as well as for
textile equipment, leather processing squipment, woodworking
imachines and for other trades.

some disadvantages should be prima mentioned:

1. An extremely careful checking of the technical condition
of the machine has to be made, by the buyer himself or
his technically qualified personnel; this also requires
time and travel expenses.

2,  Lack of spare parts, especially for machines of mors than
ten years o0ld.

Je Some failures or excessive wear can only be detected, when
the machine is dismounted or rsassembled.

4.  Frequent checking is needed when the machine is put into

operation and maintenance coste might be heavier than for
new equipment.

Againet the above, there are numerocus mdvantages, a list of
which ie given below!

(m) Lower cost; eome g§ood aecond-hand equipment ie sold at
{

prices rating to one-third or one-fifth of the price for
new equipment;

(v) time of delivery for second-hand equipment is often very
short; it can sometimes be delivered from stock or

equipment is eold in dismantled factories where it can
be checked under power;

(6) with the same equipment oredit it ie possible to obdtain
more machines than it ehould be the case when new equipment
was ordered, it ie then poesible to decentralise ths
different functions of manufacturing procesasee, and thus
take more traineee at the eame time;

(d) 1f no spare parte for the second hand machinee are available,
they could be made looally, thus avoiding the expenditure

of foreign ourrency, and oreating at the same time new Jobe
for local entrepreneurs.

We should alec etress the importance of the ssoond-hand
equipment for vocational srainin Experience has shown that

second-hand equipment ie mroprﬂto for vocational sraining in
certain casees, for example: )

(m) Bquipmens required se ﬁuﬂn’ squipaent in normal ocourse
or basic equipsent in prevesalional eourses;

{
'

vd
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6. [

(b) equipment especially required ay used equipment for
training in a series of trades, such as maintenance,
repairs, technical drawing and drafting, moulding, eto.

In the first case, second-hand equipment is necded to reduce |
damage of new equipment, reduce the costs, and to simplify the
instruction in the first stage of training.

In the ‘second case, it is imperative that second-hand, equipe i
ment be used in order to avoid dismantling of new machines, :

irstruments and apparatus for the purpose of study, design and
repuir.

In order to enable an appropriate uee of second-hand
cquipment in vocational training, epecial norme have to be
worked out indicating kinde and conditions of equipment which )
are good for vocational training as well as trades and levels '
Jor which this equipment can be used. If such a document '
could be worked out and implemented it would reduce considerably
the costs of equipment for vocational training projects.

With respect to the classification of used equipnent :
(pages 11-14) it appears to us that more objective and special '
tecnnical definitions of quality could be worked out for various
types of equipument, e.g. the working accuraoy for metal working
equipment, in accordance with, for example, Schlesinger's norms,

optiwal electrical specifications for electrical and electronical
equipnent.

The idea of using surplus used equipment for training préjects
is a useful one; it is noticed however that the document refers
mainly to the use of this equipment for the development of industry
generally of a small scale nature.

We should like to add that a perusal of your letter and
the report does not indicate clearly whether it is proposed to
donate this equipment or whether a charge would be made, but in
general the latter seems more likely. In this case several
points are pertinent:

1. The cost of freight and insurance would be approximately the
same on used equipment as new and the actual value landed in

the country of use may therefore be excessive compared with the
value of the machines.

s

2. In training projeots there is a need for a selection of new I
and used equipment and even damaged equipment could be useful
for maintenance training courses, provided the cost of freight 1
and insurance is not excessive. Our experience in the U,A.R. 3
has shown that frequently Government regulations make it extremely'
diffioult, if not impomseidble, to utilise used equipment
for training purposes as no -aohincr; has besn developed for
selecting and paying for t?tu $ype of draining material. In

. : . ‘9 2 ' .
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7.

one particular case equipment which was going to a training
centre free of charge was refused in case at a later date
the firm concerned sent an account for the goods,

3. There is a particular problem in the maintenance of machinery
in most developing countries; even new equipment is fre-
quently out of operation awaiting maintenanoce or repairs and
should second-hand equipment be used we oould expect oon-
eiderable criticism from the inetruction staff as any
damage due to negligence in use would always be attributed

to the worn-out condition . of the second-hand machinery
supplied.

4. The supply of spare parts would also raise problems unless
an initial issue was made with the used uachinery.

5. Very caretul selection would be needed to ensure that the

equipment was relevant to the type of work being done
in the country.

There does appear to be a oagse for supplying second-hand
equipment to some of the larger projects particularly those
supported by the Speoial Pund as the Pund may be prepared to
g&ive an additional grant over and above the normal equipment

grant for the project, to be utilised for the purchase of used
equipment.

I should 1ike to add in reference to 110 Reports N.8. 62,

Emglopéent Objectives in Economic Development, paragraph 418,
an e, y Employment and Economic wth, page 200.
Paregraphs 21 o n are also relevant in so far

a3 second-hand machinery I;nds itself to more labour-intensive
produotion processes than new maochinery.

Finally, as to the question of action to be reoommended to
governments of both developing and industrial countries, we
would require more informatior and further study before we could
express an opinion in the matter. We assume that the present
draft in ite final form will be circulated among the U.N. member
States, and that their views on the study will be invited and
examined in order to prepare an additional document on the
subject. During the second estage, after the considered views *
of the governments ooncerned have been odbtained the I.L.O. night

usefully co-operate with U.N./0.1.D. as to planning for further -
- aotion. L N

i

Yours sinoerely, ;

e Il

S . Alfonso Oregpo, ~ , ’5
Ohief of she Intefnational
.Orm.n.tlonq oh..
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Frank Laurens

e/® Lavwrens Bres., Inc.
87600 Nighland Avenue
Cimsinmeti, Ohie 43213

Septeonber 7, 1908

;:cw/u(r) SEP 9 195

¢/0 Contre for Industrial Develepment T/ 7Y TR
United Natiens - Actin Completed
New Yerk City, New Yogk - Acknow.edged
wired
Dear 8if:
Plesse let me apolegise for writing you only teday, after our very :
Plessant meeting earlier regarding your prelimimary repest: “The ‘ Lo
Vse of Seconi-lland Bouipment in Developing Countriov”. ) o :
Por the resond, 1ot me repeat that the following gentlemse were F
present : }
Me. Janbe Péth '

MNe. N. K. Origosiev

Ne. A. Molimard

MNe. Igee D, headevid

Me. Viadinis N. Vasilbev.

You will find, attached herzete, s fov suggestions which ws dissusoed

Plesse foel free 10 call on the weiter at any time, and I shail be
asre than happy 90 eo-epesate with yous office te the fulleet.

Sruly yours,
|
P Laweons ‘ a
Chaisma, Poreign Nelaticns Committes, .

Machisery Desleres Matiomal Aupcutul







purchase the latcest model high priced equipment, which gives them the maximum
output pcr minute, is not at all applicable here.

Most metal-working activities in devcioping countries will most likely be cone
fined to maintcnance of existing facilities, such as sugar mills, generating
plants, tractors, ctc. I do not think that at this time we can already talk
about large-scale production of any industrially produced item. Advantages
of the most modern metal-working equipment are: a) Higher productivity,

b) Ixtremely high tolerances. Neither one of these two factors is important
in achieving the first steps of industriazlization, and neither will they be

in the near or foresccable future.

I can foresee that, in addition to maintenance operations, there may also be
the need for limited production. In a timber producing country, I can perceive
the wisdom of manufacturing saw blad chains for chain saws, but for the time
being., I cannot visualize the economic feasibility of manufacturing such
gasoline or electrically powered chain saws themselves. This just as one
example of many.

One of the few contradictions which I have to your paper is to page 19, where
you mention "the risk of obtaining a machine in unsound technical condition”.

While it is correct that used machines may be in unsound mechanical condition,
if they have been purchased from an unreliable source, it is also true that
there have been many brand new machines in the past, shipped by manufacturers
all over the world, which were models that had not been sufficiently tested

in the field and where many "bugs” sti)l had to be ironmed out, I have person-
ally seen such machines many times, and I mention this fact for the sole reason
that the purchase of new equipment does not in gll cases give a 100 % guagantee
of propes functioning either,

Page 19, Pangnph D - "Higher maintenance costs"

] would like to take issue with this statement, becawse it is, in my opinien,
nuch easier to even manufacture septain repair pargs for a simple machine. sush
as & sbmewhat older construction would represent, than to obtain ragher com
plicated repaiy parts f;o- a manufacturer whose plant {s many thousands of
miles away from the useg’s plant. In addition fo thig difficulty, we would
also have to cpnsider the problems of obtaining additionsl impegt permits for
such parts which cannot be produced lacally,

*
W

The real problem is pointed qut by yoy on page 20, paragraph G e "Difficulty
in locating the precise machine needed”, . “

The used equipment nrket is not confined tq.the recommendatiop of one pu'tic-
ulgr manufacturer’s product, as is the pase whep consulting gales agepts of
rcpresentatives of manufacturers. It {s recommended to tell a possible supplier
rather wnat kind of work has to be performed, than to ask for a speeific machinme.
Every machinery dealer in the wopld has had experience with customers - and I
talk about customers in industriaslized countries - who send an inquiry for a
particular kind of machine. Upom studying, the dealer's guotation they find

- out that this particular machine i{s not suitable for their needs, or at times
they only find it out after they get the machine, It would be highly recommends
able to see to it that a supplier is made fully sware of the purpose for which

a machine is to be bought, or evem better, that blue prims of work to be peg-

| formed, if they are available, be supplied, Teday's reputable waed machinery

- dealers have good technical knowledge, and aye willing sid anxiows to advige
buyers as to model and .m of maching. needed, emce they. knaw the proposed
pugpose.

 If this is true in industrialised countries, it will be much mere of a prodlea
i» countries where the person in charge of purchasimg is, more 1lihkely tham net,
wafaniliar with makes and models, and may Oalv Mn seen & few catalegs.

To repeas, ‘a used machimery desler's choice’ of uu»u equipment ¢an well be
nore impartial than the resommendations of any -ﬂm







Page 21, paragraph H - "Resistance to the importation of used equipment”,
I have dealt with this problem in the very beginning, because it geems to me
the rost vital problem mentioned, o

7t 15 no coincidcenCe that used equipment has found much more ready acceptance
in the United States than in any other country known to the writer. The reason
is that the United States disposes of a vast pool of first rate, excellent used
machince tools. The lowecr the industrial level of a country is, the more we
approach the level of " junk” in used equipment which is available on their
narkets, because whatever is not close to junk is in production. This situae-
tion definitely does not exist in the United States; American manufacturers

know that higiest rate equipment is available, and they purchase it whenever
and whercver possible.

Last parajraph on page 22 - "It somctimes happens that newly developing countries
forbLid the trade in second-hand capital goods, not only because of disappoint-

mwents, but also because it is supposed to be unacceptable from the point of view
of national pride".

Since this is a strictly emotional standpoint, we cannot deal with it logically.
Lct me only state that to the best of my knowledge no young king has ever re-
fused the "used" crown of his ancestors or the "used' ancestral palace.

Page 23, paragraph 2 = "Locate the second-hand equipment”.

As the writer has pointed out during various conferences, the Machinery Dealers
National Association is willing and ready to supply a list of dealers who are
willing to co-opcrate in any program involving sales to developing countries.
Exact machinery for such a program has not yet beecn set up, because we have no$
reached the point where our industry has been told in exact wordage what pro-
ccdures would be expected from it. During a Board of Directors meeting of the
Machinery Dealers National Association at which Mr, Molinari was present, it
was suggested that definice guide lines be set up by the Centre for Industrial
Development o the United Nations, that we would then canvass our members, ad-
vising them of these guide lines. It would then be up to every individual
mcmber to express his interest in such business, thereby automatica.lly binding
his firm to follow procedures which are to be set up. This should elimimate
the problem "to identify the firms which are willing to undertake one or
several of the activities involved",

Page 25, 2ad paragraph - "In a pamphlet published by the S. and S. Macninery Ce.
of Brooklyn, N.Y., the editors of the American Machinist have made tne follow=
ing sugpestions for the prospective purchaser of second-hand machinery: The
insbection of a used machine tool should be carried out both by a plint owner
or manaper and the most experienced technicians available from the plant, who
should take with them test equipment such as dial indicato:s, micrometers and
test bars, vernier calipers, surface gage, straight edge, precision level and
height gage".

While, of course, every reputable dealer would welcome the arrival of such a
customer, loaded down with all this measuring equipment, this should by no .
Reans Rean that such an inspection releases the supplier from his responsibility,
While such procedure will be practicable in the case of a domestic buyer, it
beconcs compietely nonsensical if the customer has his plant in one of the
develoaping nations, all of which are at quite a distance from the United States.

Whatcver points are broujht out on page 35 and on page 26, through point 1},
are jobs which the deale: has to perform, partly when he buys the machine, and
partly when he pets ready to alip it, .

1f a supplier is fraudulent, then the buyer has not checked his source suf-
ficicntly. I do not like the idea of singling out used machinery dealers in
connc:ciaon with foul practices, They exiat in every field of human activity,

k and the same caution will have to prevail im the case of purchase of used metal-
rorking equipnent as prevails when building a house, calling a plusber, a

gvice man, or whatever trade or profession may be imvelved,







Therefore, I find the idea that the Machinery Dealers National Association
developed totally acceptable. Dealers who wish to participate in such a
nrogram can be screened as per their past performance, their facilities to
rchabilitate machine tools, etc. Those decalers who would then be found re-
liable enough and capable enough to supply the above-mentioned kind of equip-
rment will be the oncs who are intercsted, not only in safeguarding their
rcputation, but also in assuring future business.

l.et ne point out, however, that rehabilitation of used equipment costs money,
and that in this field, like everywhere, the best can never be the cheapest,
and the cheapest can hardly be the best,

It siould be pointed out to buyers for developing countries that in the field
of used cquipment the price is totally meaningless. The only criterion should
be the proportion between price and quality, whereby quality, of course, has
to come first, because even a 30-day money-back guarantee or, as far as that
gocs, any moncy-back guarantee, does not help a customer in Africa, because he

cannot, with prevailing freight costs, afford to send a piece of equipment back
to the United States.

Duec to the fact that export boxing and frcight of a used machine cost as much
as would be the case with new equipment, only such machines should be purchased
used, where the price difference of a machine delivered in a foreign country is
still considerably below the price of a new piece. This, in the writer's
opinion, would automatically exclude all machines with a new value of about

5 6,000,00 or less. Machines of which the purchase should definitely be con-
sidered from the available sources of used material would include iarge lathes,
vertical boring mills, planers, planer type milling machines, large radial

drills, and similar equipment, which is very often needed for maintenance
purposes.

Referring to the first paragraph of page 31:

Such equipment as may be needed for trade schools, such as small lathes, smll
milling machines and shapers, small drill presses, etc. would, in all likeli-
hood, h>ve to be purchased new, because we talk here sbout comparatively simple
machines, and the cost of proper rehabilitation would, in most cases, bring
such equipment, installed in a foreign country, very close to neéw equipment as
far as ultimate price is concerned,

With reference to page 32:

It is quite obvious that manufacturers of new machines are not to be considered
impartial in this matter. Of courge they prefer the sale of their new products,
although many of them sell used equipment from their own plants at rather high
prices, and they have also been knowp to add used equipment to their plante.

Under all circumstances, it is my definite opinion that not a single piece of
equipment should be shipped to any of the developing countries in condition
"as is", whether it comes out of storage, a liquidation sale, or an auction
sale, The only possible exception may be made in cases where a machine can
be scen running and actually performing work pieces in the original ownes's
plant. The fact that a machine runs "under powes”, put is not .ctuuy pt-
forming, may be misleading, e e b e wa . e “ e - )

In concluding, let me make the fallowing basic suggestions:

1) Members of Machinery Dealegs National Asseciation cordially invite potentiald
buye:s for developing mations .to be their guests at auction sales so they
can .ce for themselves what kind of equipment is on the market, before it
has been rchabilitated. That way, at least they will have first hand knew=
lcdge of the supply, and will not base their opimions partly on hearsay.

vachinegy Dealers National Association mesbers Welcome visits of such re-
presentatives in their own warehouses to inspest equipment which they have
for sale, at which time they can also see how uo‘ oquipment looks whea it
fie ready to be shipped.







2) Comcrete ana realistic proposals would be more than welcone to Machinery
Dealers Nationai Association, Tlhese proposals ahould include the conditions
under wiich a decaler could be cligible as supplier of equipment for develepe
inz nations, and a code 0 requirements should be issued to him, Ne can
then either accept or decline his general participation in a given progran,
or it will be up to him to accept any given order, or to decline it if he
feels that he is in no position to fulfill exaggerated requirements.

3) Machinery Dealers National Association members are willing to participate
in a tradc mission covering developing countries, together with delegates
from the United Nations or any other agency which would be interested. 1Ia
our opinion, Machinery Dealers National Association membera would be abls
to coniribute substantially to the development of a sound program, based
on actual neceds and problems studied on the spot.

4) Wnhen to buy ncw equipment and when to prefer used equipment is a questiea
which cannot be scttled generally, and none of our customers has ever
attenpted to establish guidelines along these generalities. I feel that
¢qually benevolent consideration should be given to used equipment as is
given to new equipment, and every case should be judged on its own merits.
I feel that a general policy which excludes used equipment in all cases
can ncan, more often than not, that countries which cam ill afford it are
forced to throw money out of the window.

I hope that the foregoing lines have been helpful suggestions, and I am mow

looking forward to helping you in establishing defimite working acrangements
for cases in which used equipment is to be purchased.

frank Lawrens

Chairman, Poreign Relations Committes,
Mashinery Dealess Matiomal Aseesiation
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Dear ur. Desai, ec‘ 33| 61 8
Ve thankfully acknowledge receipt of your letters of February 1Vand

April 7, 1965, with the enclosed paper on "The Use of Second-Hand quipment
in Developing Countries".

First of all, would like to point out, that the Ministry of Industry
in Syria has oconironted many problems ooncerning the importation and use of
seoond-hand ecuipmont in fyrian industry, and as yet, has not reached a se~
tisfaotory solution for these problems.

- .

In general, it is not allowed to import second-kand equipment inte
Syria with the exoeption of diesel-power generators whioch are used by
small industries and an farming. e have tried to restriot the import of
these power generators to those units which have a certifioate showing ori=
ginal and present teohnical specifications and number of hours used. But
this was not sucocesaful, because of the lack of appreoiation of these speoi-
fioations on the part of the customers due tc lack of technioca. knowledge.

In very few ocases, the Wdinistry of Industry has allowed the import of
some used equipwent other than power-units but ocaly after it was proved that
the equipment was in good oondition and the savingsin oost juetify its import.
But in the ocase of precision equipment like machine toole (lathes, milling
machines, shapers, eto.), we believe that the impers of seoond-hand equipment
should be striotly prohibited. )

Oont'd.sc e
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The main reason discoura;ing tho import of eeoond-hand equipment is
the ladk of techrical experience in their aoquisition and evaluation. Ve
aro of the opinion that the evhluation of eecond=hand equipment requires
more pradtiocal teohniocal knowledge than that required for new equipaens,
eapocially, when the oatalogues and technical speoifications of used equip~

montare not available.

Tho second reason is that newly establiehed industrioe in under-
dovolopod couniries ugually duy plants as turn-key Jjobs with guarantee
figures for one year and teohniocal supervision during the guarantee pe-~
riod. This ic not poasible in the oase of plants with second=hand equipment
and oonsequently, it ie a great disadvantage.

The third reaeon 4is that concerned with difficulties in maintenance
and availability of replacexzent or spare parts.

In spite of the above-menticned reasomns diecouraging the import and

use of seoond=hand equipament, ve share your belief that seocond-band equip=

ment could be very useful in accelerating industrialisation in developing

countriea for the various reascns mentioned in your paper. Wor, this ]
: T T 28 ssna £ mdmn Aaan1A taka the initiative in solving
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The main rewuon discoura ings the import of eecond-=hand equipment ie
the ludk of techniocal experience in their aoquisition and evaluation. WVe
aro of the opinion that the evadluation of seoond=hand equipaent regquires
more practioal teohniocal knowledge than that required for new equipment,
sonecialliy, when the catalogues and teohniocal speocifications of used equip=-

montare not available.

The second reason is that newly established induetrios in under-
doveloped couniries ucually buy plantie as turn=key jobs with guarantese
figures for ono year and teohniocal supervision during the guarantee pe-
riod. This ic not possible in the case of plante with eecond=hand equipment
and oonsequently, 1t is a great disadvantage.

The third reason is that ooncerned with diffioulties in maintenanoce
and availability of replacement or spare parte.

In spite of the above-nentioned reaseone disoouraging the import and
use of geoondwhand eguipwent, we share your belief that seoond-hand equip=
mont oould be vaery useful in accelerating induetrialisation in developing
ocountriea for the various reasons mentioned in your paper. Boimur. this J
could be acoou;.ished if your Centre oould take the initiative in eolving {
the provlems invoived. This may be done by etudying the possibi._tiee of
exocuticn of industirial projeocts in the developing oountriee baeed on
gecond=hand oquipwent and recomuending same with neoceesary teohnioal spe- /-
cifioations «nd puarantees. This will faoilitatse the promotion of uee of '
seoonG~-.and squipmont and help dring oonfidenoce in them. )

«u indosd appreciate your efforte in the etudy and promotion of
seoona=kand equipment in developing countries, and assure you of our
willingrese for cooperation.

Yours very truly, a : j: /

——
m. SALLOUY A

. SRCARTARY-CENERAL
‘ KNIMMY ¢ INUSTRY
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Doar lr, Desal,

USE OF SECOID HAND EQUIPLEN
N DoVElOPING COUNTRID

The questionnair attached to your paper bearing
the above title sent to me for comnents were reproduced
and cent to tliose undertaking usin;; second hand equipmemt.
A3 no reply ic yet receiveil I thought it better to
acquaint you with our feelin; towards the use of gecond
hand equipment in this countiry,

In the first place our country is very new in
tie field of industry and thereforec a negligible nunber
of firis are using second hand equipment,

As the Governmcnt exercises no control on
industry that is to say we do not direet thenm to use
specific types or to irport from a said origin, this is
left entirely to the firm to decicde on the benefits they
would get, Some of them preferred to import second hand
eqQuipnment becruse =

1) It is believed that gecond hand machimery
and equipment are cheaper to buy and install
thus cutiing down the total amount of
investment,

2) Second hand equipment in some cases may be
easier to run and periaps less expensive and
the skill to operate it could be found in
the couniry without difficulty.

On ihe other hand when we rececive an
application for importation of second hand equipment we

try to explain our opinion on the matter tc tne app..zant
a3 we consider that :

1) "men we give our approwval for a fii: - -et
un an industry, then we are obliged to nake
available the foreign excnanie requiremonts

for importation of machinery nnd spare parts
ete,

As we are beginners in this ficld we think

it is benefioial to us to get the most up to
date technolozy in the oountry, e do not \
want t0 see our country working on obsolste
technolocy and skill, . '

The importation of second hand equipment
cost less than the new dbut we believe tbt“'
the actual cost is more as it will require 1
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1) more spare parts

1) more frequent raintenance

111) spocial care in running and inapection
iv) shorter working tine

If however, tihe firn insisted on buying used
naciinery or equipment then we nake it a condition that ’
they should obtain a certificato from a surveyor that the -
sald cquipuent are in good condition and that it would be
poacible to use them safely., Guarantee is not insisted
upon bui the firm is advised to obtain it, However,
basing ourselves on the expericnce of thoge firms that
Ysed second hand equipment, we clarify the situation to
tiio applicant and then it is up to him to decide on
whether to use second: hand equipment or not, ‘

Yours faititully,
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‘. ( A.M, FADLALLA ) .

FOR/UNDER SICRETARY - -

A/ L, MINISTRY OF COLREROE, INDUSTRY, BUPPLY AMD -
CO-OPERATION .

»r, R.C, Dasai,

Ciiief Industrios Section, ' .
Centre for Industrial Developmaens, _ - '
United Natione, '
agv Xork .
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Npw. York, August S, .lgps
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TURKISH PERMANENT MISSION &
TO THE UNITED NATIONS

J118/311

Mr. R. C, n...i. Chief

AUG 6 1965 ,

Industries 8Sectsion

_ACT!ON

Technologioal Division R

Center for Industrial »\-h a g -ud
Development - 1

United Nations r h. . aired

New York. LR IAR '/ .
Dear 8ir, vf‘ :".’/‘* /%)

I have the homour to refer to your letter of
June L, 1965, addressed to the former Oounsellor of ‘
the Mission, Mr. Nurettin Karakiyll, regarding the ,
use, by the developing countries, of secondhand machie !
nery and equipment originating in advanced esountries
and to state the following in reapeets of my ecounsry’s -
oxperience in shis fisld:

The use of secondhand machinery and equipment
will undoudtedly make it possible for the devel ‘og
oountries to savs important sums in foreign exchange
which they could otherwise spend te import new maohi-
nery and equipment. Therefore, it may seem profitable
for the developing oouitriu » MO8t of whom often suffer
from considerable deficit in their dalance of payments,
%o obtain secondhand machinery and equipment from the
advanced eountries if Shese mashinery and equipment are
oonsidered by teehnital experts as having some nounu
value and qunuo for their ooonomies.

l‘ l‘
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T RKISH PERMANENT MISSION ' '
’  TO THE UNITED NATIONS 2e

Unfortunately however, the importation of seconde-
- hand machinery and equipment into Turkey is prohibited

by law and this for the reasons mentioned below:

a) It 1s almost impossible to determine before-
hand the duration of uee of secondhand machinery amd
oquipmens, ,

b) Similarly, it is also extremely diffiouls to
determine to whas extent shis sors of machinery and
equipment would retain their qualities as regards $hely
oconomic usefulness,

it e

¢) As a consequence of the observations in
paragraphs (a) and (b), it ie practically impossibdle
to estimate what kind of repairs these mohinery and
oquipment would require, the interval for such repaire
and their extent,

d) S8econdhand machinery and equipment always has
& much lower yield than new machinery and equipmens,

o) While 1% is easy to get information abous

_the markets and tie conditions of purchase for new :
machinery and oquip-ont. this information fs very
u difficuls to obdain in the case of secondhand maohinery
. and equipment.

. Sincerely yours,

e L . PR
RS I . L
.

WB0F 4 e







AUG '12 1965
ACTION

PEnasnaser MissiON OF INAQ

O ™ME UniTeD NATIONS (s Aetisn Coamploled
16 BASY 0w eTRESY -se;mw;.—‘.?nd
oW vORs s N v, 11 N Aviione § i
Nears »!9“‘

11 August, 1965
g an/és ()

Dear Nr. Deseai,
With reference to your lettere No. BC 331/62
(8) of & June, 1965, and 9 August, 1965, I have the
honour to enclose information prepared by a group
Of experts oconcerning the use of secondhand machinery 1.
in Ireq.
| Thank you for requesting this information.

S8inoerely,

Mr. R.0. Desai

Chief .

Industries Section

Teohnological Division '
Centre for Industrial Development -







The Committce on Inpertation of Weed Machinswy hes nsd
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Tee follaving vas agreed wpen with reforense to She
ingertetien of wed machisesy:

(a) Dogueete for inpertation of wed nashinery ave
to bo firet seferred to a Comnitice consisting
of meshore of the Ministry of Agrioultwrel
Maforn, Ninistry of Beosnswmy, Miaistry of .
Industiry for study frem \helr tochnical ond
ooonanie viewpoimt.
(o) The iaperter hes to provide aleag with the
roquest a sortificate from the preduser of
these machines, thet they will combisme e
sasufasture of the same produst and its spare
: parts oo a9 Vo inswe 1%s esmbinuanee.
~ (e) The Amperter should present & ssrtificetien en
! that fim produsiag She artiels, frem the
Chember of Commeres of the cowiry emvelved.
"+ (d) A comparieen of the wsed machines to bo imperted
o ‘““-‘“mooom.“h
made after swbiresting a reladiwe s frem 400
prics do Vo its wage.
(8) I 40 2ot aldewed %0 inpert wod mockinesy wideh
, ke fmbormal csnbustion and the eposd of whieh

] ) ‘ L







UPELI"ASION OF SEOOND-AAND : VINEN® IN ANENIN. -
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Pormsaent Mission of the
Argontine Repudlic to the
United Nations

Becamie Counsellor

C.B.X U. No. 17/65 Bew Yook, 21 October 1965

e,

I have the pleasvra to address you as the Chief of the Industries
Sestion of the Centre for Induetrial Develirpment with reference to your
letters BC331/62(8) of 4 Juno 1965 aud BC331/62(8) of 9 August 1965 1n
which you requested in'mwmatis: from the Governmant of Ar-entina on our
oountry's experience with the utilisation of seoocnd~hand equirzent, and
reasons for restrictions placoed on theot equipment,

Aoocerdingly, I tranmmitting to you the {aformation requested,
Which was prepared Wy the National Department for the Promotion of Industyy
of ay country:

. R.C, Desai

Ohief, Industries Section
Poehnologicsl Mvision

Oentre for Industrial Developaent
United Nasions

Bow Yok




oquimment by the developing ocuntries have referred to various sdvantages,
disadvantnges and difficultisg.

A drief recavitulation end olassification of those arguments ig
oalled for, with pParticul~r emphasis on those which a8pPly, in whole o
ia part, to «rgentina,

W‘MMMM ‘

Lower prices.

Heave, lees capita) dnveotment - 4 factor of produotion whioh iy
Wsually socaroe in such countries. : ‘

Also & consecuent improvezent in the balance of payments through
savings in foreiga exokange.

It should be added that the soaroity of capital in the dmlophu
oountries is acoompanied by & relative abundance of menpower. The
utilisation of socond-hand machinery rather than never models may
adsord more Ranpower, which 1s at least & short-iem advantage.

8econd-hand mechinery usually has s lower output oapacity then new
equipment and may thus be more suitable for production geared to the
omall coneumer markets usually found ia the developing oountries,




Diftioulty of detevmining g JEASEL the real efficiency of the
Sosoni-hand esquipment t0 de purchased.

The cost of dimantling, overhauling, inspecting, orating, oto.,
B4y ap reciably reduce the priocs margia between esoond-hand and
Row cquipment. This fact, tegether with doudse adout officieney,
opare parts, maintemsnee eosts, ots., may make the -urchase riee
less attrective.

Diffioulty in ottaining finsacing for the purohase.

Higher maintenanco costs. This ey deocome a ponitive faotor if o
carefully worked out decision is taken to reduce the capital
investment and make greater use, during the working 1ife of tbe
equipmont, of the sanpovcr employed in maintenance.

Unlike new equipment, for which the renge of supply is wider, and
which oan be specislly menufactured for the specifio needs of the
purcheser, the second-hand oquipment offered is not always suitadle
for the needs of looal urochasers.

x:mmmwutouwrutu-mmuorm
goods, mn-wuunmunuwm-mmu
$heee sreduved in eempeting couatries using new end/er modern mechinery.

The estedliclment or introdwetion ta tbe dovel eping ccuntries of new
Andustrial astivities (thees whieh Ul aot previowsly exist) beced o
Wmmmm«uwcmuwm

‘WM«W&W#\.“.M&.

Mtﬁ.h‘n“ﬁnwmm- Pest exemples
ar0e hm'deﬂMqumm
m&mmemzuucmfumlm. At yresent,
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the sams phenemence a7 ooour ia the ohemigal industyey, perdiculerly
ia the manufacture of noa-degradadle dstengeats Using plants iaperted
from the developad countries where it hag deen ousted by the mams-
faoture of bio=degradatle detargents.

From the Beoro~econcmioc point of view, it should be stated thet
faoilitating the "1try of seoond-hand oquirment into the developing
oountrice may seriously jeopardise the develoment and strengthoning
of the looal equi ropt-produocing iadustry, which i a drnamio seotep
of grout importarse to the development of guch oountries. It should
8180 be rementered that Airohesing cqulpment abrouwd nullifies the
Bultiplier eftmot of tha’ lnveu:iment ithln the purohicin‘ oountry,

Finally, thers i, the prublem of the rrioe of second-hand squirment
which ig foncrally anortired at ite oriyinma} looation so that ite
sale oonstitutag additional inocso. This problex goes further than
the relationship et reen the sellor and $he purchasar and ig of
oonoern to the goverwmexial suthorities avolved. Boonceio
diffionltieg 1p 8onarsl, and the bnluoo-wml modlem §n
partiocular, have, in the developing couatries, made it Re0senary
for thwa o0 control and supervise their foreiga trade, ospeocially
the 107 of foveign *xobange, ospital and impeets. Prom t1gg point

. 9% view, the prodlem facing Soverameatal Yodies with regard 4o
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typioal for the purposes of thie atudy. One sxample, which oncurs

in the frequent case where the foreign exchange rate is fixed by

the monetary suthorities, is that of the local importer who, by over—
favoiolng the squipnent, obteine a "surplus" of foreign currency
(granted by the monetery authorities) over and above the official

rate of exchrnge. This "surplue" ie subsequently sold on the
so—-oelled "parallol markets' at a bigher rate. The other sxaaple

ie that of foreiga oompanies operating in the importing country whioh,
by "ever-iaveioing" second~hand equipment, fiotitiously inorease their
oapitsl iaveatmer: and tiue enlarge their remittanoee of profite abroad,
oto. This rertly explains t.e reluctance cf offioial bodies to
facilitate the importatica of seoond hand equipment.

THE FEFTRIESCT OF 2MGRITTIA

As regards Arjentina'e experience of imports of mackinery in
génersl, including seoond-hand squipment in the post-wa: yoriod, for
the ealis of breviiy we ehall refer to the ideas set forih in
Unite? Nations doounent B/0N/12/429/Add.1 and 2/Rev.1, chapter 8,
pag® 138 (Spanish text),

Sinoe that etudy, most second-hand capital goods have been
imported by subsidiariee of iaternational companies whish seat
Rachinery and equipment whioh was being replaced in ite ocouatry of
origin by more modern oquipmont,

~ The most important and notorious ocse sonocerns the estadlishments
of the automotive industry which, bty special goveramental -egulations,
was suthorised to invest up to a tota) of 25 per ceat of ite ocapital
in seoondvheand quipment,




Banufaotured in the oouniry, Although it g9 o¢ Present ia abeyange,
an avalystn of 4 follows sinoe an underetending of 13 and of 1tg
implications may be of intsreat, ‘

it should va added that Deores No.
& time whea other neasures we

in order tn *ohicse the rapid re-eluimumert of industerial Plants,
“he prommblo o2 tbat Deoree oxplatng and develops the apiris
of the operative raxt., The following thres &apects are dorne ip nindg

It explaine tie oitepin, followsd tn previcus regulations suthorising

the importation ol nachiusry fop industria) plants. The Mrpese of

that criterion, whigh stated that the maohi
"onsure that the ro0ened

profuction eoui mant ehodying the latest teochaical
$0 aochisve optimum condiiong




‘e 7 ‘-

da2ditien o the wheve potate, the corstie rert provides se fi1ies

It exempts from customs am'.. "nohum;y in good vorking order,

provided it is one of the latest types and models menufactured by
the original producing suteryrise” (article 1).

clearly designed not to exempt of duties imports
OF of ooples of originl modsls.

Honoe, it is
of obaolete oquipment

The aforesaid otrinaont restriotions on the specifications, to
- Whick second-nand equipment nugt couZorm, are rendered less sevare
" 1ia the following nrtiols in exohange for saother requiement
this time Lupresd op tha indusirdal ;lant 1e20iving the segond-hand
squimsnt. It may be naid that this artiole 2 agsin shows the
desire to prevent the outry of obsolete oquipmeni. The complete
Soxt may de usety:: I equipmeat in 800d workirg order is not of
the latoet model maqufeciured, but 1f f¢e ‘esbaical epecifications,
1a terma of the scozmy and uality of the a>ticie produoed, have
R0t undergons 8AY eppreciabdle ohange, it ie to be oovered by the
Provisions of article 1y but "only when it 1 imported for the
Souimment of maufaoturing plents whose Products are sold ooumpetitively”,

A% the same tine, 1t lays down that the benefits of artiole
SPPly "enldy 1f the scuijment is imported by the direot
Dohelf® (artiele 1), This oomplies with the 1nteation of prev-niing
the eatey of seocudehind equipment for subsequeat disposal within
the mettonel territery, wod 1intss oustame exemption to fimm
20assctions betwess those directly oconcerned,

1 will
user or on hig




The remainder of tLie rejulation lays down the procedures for it
implementation, for expert appraisals and for penalties for offensen,
vhich are irrelsvant here. It should be repeated thet this regulation
ie in abeyance, singe it was considered that the national industry
had had an opportunity to re-equip during the sightenn months in
vhich the regulation vas in foroe, and also for reasons concerned
with the nationa) balanoo-of-mto aituation,

At present, imports of seoond-hand suipaent are liable ¢o an impors
It should de
appreciably 1lowerprovided
in irgeatipa,
To oamplete thie report, it shculd be pointed out that there is
legislation 1y forom exetpting inports of nachinery for osrtain industrial
This legislation is part of the existing aystem to promote

The aotivities 00v3:5d by thie legialation are those whigh
Argentina ig speoially interested in expanding or estadlishing, among hich
8re the iron and stee) industry, the mlp and paper industry, the petro-
ohemioal induatry, ete. Lowsver, and thig should he particularly acted,
oven ths seotors bersfitting in this T8y have not been authorized to import
oquipment 1ndincr1m1natoly. Jach specifio industrial Wojest is analysed
W the relevont State teohnical Servioes to determine whioh part of it,
Beashinery and Squirment may be

ﬁlti“o
Investmeats made witn outad
organisations, eto.) and alge
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In view of this regulation on imports of equipment for Stete-prometed
industries, it is clear thet a Soneral smemption for the entry of second:
hand oquippent \mumtulocmmmtmhemmthbctudu
ite serits.

TR LONSTIAL STRICE'SE P AMMNZINA MNP GAPLTAL QOODS

Within i%e industrial struoture, irgeatina has a lerge sector
profucing oapital goods. In order to avoid repatition, we ahell refer to
United Batione pudlicetion "The Jocnmio Tsvelopment of Argentina", a
otudy carried out by the Secretarint of the Joonrwic Commission for
Latin Amerion. This doowment (B/QM.12/42%,:4d. ° and 2/Rev. 1) bas a
ohapter entitled "fhe Machinery and Tquipmert Industry", whose oonnlusions,
Sonerally spesking, still hold good (ezoopt with regard to motar vehioles
and tractocs), '

Oa she hole, it ‘s ooncidered that for all practloal Rrposes the
impert substitution Froccas 10 aew endod in Avgent‘ma o far 25 firiahed oon-
ouner goode are ooneerned. For that Tesson, the Fational Development Plea
indicntes that henoeforth the mamufacturing seetor will concentrase on the
d.velegment of banio in’ustrics and the strengthoning of the oapital goode
eooter,

This seoter, nemely the local mamufacture of machinery and equipment
" hee en outpus mzty-mumm-mmm«mmu.
Oonseqiontly the possivility of smptiag from duty those types or :modele
of ooscnd-hand equipment vhioh ocan be mamufastured ia Argentine wust be
meluded. .

Noveover, mmulmmhtmunh-hh
muumum(mum«mx banks, oto.) ant
Shus otrengthen that indeotay.




In that oonnexion, the National Develepmest Plan lays dowr trat
sedium-tern and iong-ters ban: credis will be mialy aimed, as regards
industrial sotivity, at finanoinz the natiomsl meaufacture of oapital goods,
promoting non=traditionsl exports amd pro~finsnoing the production of
oxportable industrial goods. Sxtending the lines of oredit will bave the
offenr of mttiip the nationsd industry preducing capital goods en an
oqual foot.ng with foroign industries as regards the purchases teo be made
both by official bodies sad by the privete gector. Thus, it is hoped ¢
forge ahea” boldly with the polios of import substisution and the usilise-
tion of the installed napaci‘y of the maticnal capital goods inluatyy.

The Netioaal Development Plin states thai the utilisation of xisting
capacity “o producs oapital scods will make 4t possidle to increase demestie
vrodiotion of those gonds. It is estilated that ite share of the Sross
produot in respect of maaufsotures will inorease from 17.8 per oent ia
1964 to 20.6 per cent i 1969. Of the 174.5 millea pesos at 1960 prices
to be invested during i:s period 1965 - 1969 ia induet-ial machinery aad
equipment, 548.7 millica will oome from nations) scusees and the rest will
be imported.

Horeuver, this secior of capital goods production is tending te
become an exrort sector, which is the logieal reason for govermsental suppenrt
$hrough: the measures whioh bave becn premilgated and others which are undes
study.

ARQSAIEI :
To om up, it con be snid that, ia prineiple, induetsy sheuld b
oguipyped with aow meshinesy.




sttenpted. Maoh epoeific ocase should de stwmdied and amalysed, bYearing

. umuatm.mmuormu.tumu.ummxm |
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Vith regard ¢o sooond-hand squipment, mo genereliratio: shculdl de {

Asoept, 31r, the Szsuranc® of my higheet sonsideration.









