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FISCAL POLICY ASPECTS OF TUCHNOUGICAL CHANGST 
IN TME IK9UT?iJAJ   SBCTOIÍ AMD UTHCTS OK 

IN DJVJLOFWG COUNTKIZT 

Ii.TuüDUüTIüi. 

Industrialisation It mctitl  to «conoaxo d«v«lopn«nt  cf many d«v«lop- 

inf countriss.    Th«r« ar« «xpactation« that directly or indirectly  it will 

Infirmas • national output ud incoa«,   contri but« to hifhar donastio savin#» 

•«« provids ta« nsw basil and nacassary rssourc««  for sconcane and social 

daraiopnant.    In this contaxt th« proce«« ol   industrialization is axpactad to 

provtds productiv« Job« lor th« abundant urban labour fore« as wall as ior 

tha «any undsrsnploysd «ho ara ti«d up to th« land or low productivity 

«ctlvitiss. 

¿a Ma«ntial alsnant of uodam procsasin« is  ths application of capital- 

intensive tnehniques.    Th««« t«chniqu«« ars largely embodied in equipment and 

•nomines and ars auch «ors capital-intensive than ths traditional msthods of 

presset ion still prsvailinf in dsvsloping cou-ntries.    It is howsvsr through 

industrialisation that nodsrn techniques of production and many nsv skills ax« 

baine transferred to developing countriss for ths bansfit of ths whol« 

eoonony.    arpention of industry in thass countriss contributss therefor« 

•Mon nor« to soonoaie growth thsn providing s souro« of aaploymant. 

Industrialisation procsssss  in dsvsloping countrise brin* in how«v«r a 

serious dilemma;    on ths on« hand induttry is expected, saong othsr things, 

to oraat« nor« «nploynent opportunities, on ths othsr hand ths application of 

•edam and ompital-intsneive taohniquas tanda to ansa«-« a anali proportion 

of th« labour foro« in manufacturing industri«« «nd thus Units ths dirsct 

of ooononio «nd «ocial banoflt« of induct ri al i sat ion. 

Tai« pnnar discuss«« son« fi so al policy nsasura« required to narrow th« 

of oonfliot between th« morm common «ffacts of nodarn taohnolofical 

in industry and pronotion of nsnufaoturing employment in developing 

oountrias. 
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•I   , i 

i.J: 1 :'.':.lAL   J. 

•'•e  h'    ;  -   * -icitiif,   , r" i"i   n.i   :   'i     ii*.;,   r¡   a^ricuitur*  u    a¡ «erb 

•o»   'it    *<r~w...»:   liiflur   . ^r-e  i^p  ,,t   „.   i r«6r   ttr««U.   •      th«    a»«  li.r 

wiil-i- trializ.v .í i.   u.   i»v»i-nw..   ^ j, *. r i «t ,   M^'L.I^   in   tho:,e  »ne*  «h«r«  th« 

mau/lvd   rati"   1.     •   -      r   • .. •;...  .,      i •_   r,,.' ».    ,  ¡    •„.-., w< t     t      .,  t/   r 

i'3p-i it. th» p*-«««r. i  il»»;sul»-        ';-!/ ;^i.'.t   i, ts  ac"ele¡ ,,*. «d  ^rowt^, 

relative t3  th» put   l*-%d«   ir. .JA.   i*-' >in¿  11*101.1^'   «ua  .jid-jrlin« th» 

need   lor a «er.eral   -   c«]«ratior.  ot   «.-^.-rci ;  erew'h.       he   n^n  rat» of   growth 

oí   urban  labour  fore»,   ìrequrri;,    > -tr    ent   p»r anr.ua and nor»,   and th« 

wid«epread unwaplo;,-*r.t   ^laf.n.iy m%n,\   ' ir     itiep   ~t   tae  d«v«loj.in*.  count ria« 

call   for an  ur^r.i   pr^viei-n   .i   .T. -ret rr* iuc t iv«  wiij. loyir.er.t   opportvmit i«a   m 

industry ;u.d elsewnere.—' 

Ph« high exwtaiior.t   of  u.-lut trmhzition   ar«   reflected   L¡,   th« priority 

rol« typically usuntd  ly»   dev*!or.ng count ri«a   to   industry   within  th« 

ov«rall «conomtc  ie.-c1 opm«r.t   eilovt  01   thee« countries.'* 

1/      E«« World ani .¿«tuonai  BstimaUe and Projection« o i   Labour fröre« by 
Jan«« N. TpEilantiB,   Int.«r-n«*...oi.al realñar  or   Long-?«« ¡fconoaic 
Projection*  for  the   -for] i [corona ,  Elsinore,   Denaark,   I966. 

,2/      In th« CM« of  Latin America it  13 argued that  acceleration of th« trowth 
rat« of (TCP to  8 par cent per aiir.um .nth a corres ending acceleration 
of induatris.1 production froa 5,9 to 9-7 par cent'per anni« ar« necesaary 
to avoid a further deterioration    £ the "distortion of th« eaployaent 
•tructur« of labour fore«» - * faat growth of th« servie«« sector hiding 
•n open  • rA dupiicJ   unewr.io;yr,e..t.    3e« Rail   Prebif.ch'e report 

y SafiS^SiftKjFa^ agra rommiri" 



Realisation of these hi^h  *xpe< tatio'i*   teem  however  maj^y   obttacles. 

The dileaaa of ie/elop r.^  count ri*»«5   u »o* a cca^ei tnar   the   :"*ct   that 

induct.lai   ••c.tor'e  Bod<u-».   '»¿.'xl'.j   lu   :..a« h -jera c^pitr'-n:   jnaive  then   the 

traditional methods "f production  %nd  fraquAtly  requrwa   expansiva productive 

installation wi»h heavy tappi «rsnt*.y  outlet;  on ,owii,   transportât ion arid 

otaar facilitata  líhioto   -an alec   oe  orpxtal-.r.ientíive. 

The point  is  thaï  ali   these    api tal   r.<;*l«, t-i.d to  raiBe  the fonerai 

levai  a'  oapit.il   we<r> xm-t^-h   m   th«;  -,our • rv  ;.nt Cc.'.l rÌF<    for iikìny 6carc« 

skills ta arguii*.* and »SAV*    n  »fTicient   J-<» ol   .he rewl.y   eetak.li.thed 

industries.     Moreover,   to covar •.hair iaports of ' aritai içooas   oUicl other 

essentials  «Ml  to  servi;« thaii   foreign   N.*rjwirgs the developing countries 

need to achieve a ra^id and sustained ria«  m export earnings.     So far  i-heir 

traditional  «port  it «sa have co-.aisoed «ainly of rw, aa «anale,   but  for a 

Bulbar of reason«,  aainly on the c'ma&.A aiat,   such trad« has   landed to ba 

slutfiSA.    These -aaaoni.  <nclu«ie  low incese "^ut*:ci^   in  importing COUD tri as, 

•ubati tut ion of synthetics,   econcai zin*. techncal   innovations  and pro tart iva 

aad tariff a assure* adoptad by importing countries. 

The persistence of thee« neaaurne  and  limit od opportun ti «a offered by 

import substitution polli•? ee bava madr J *v«lo«ï.nf, countries riir«»rt  their 

development and ooaaercia^. proffr-ianrc towards the creation of oppcrtunlti» 

for the export of manufactured goni*.    Thiz  i    c relatively new b^t proa i s na 

outlay for their products.    To«, rein: however xu that in addition to facing 

prêt act i ve aad tariff aeasuies in this trade in developed countries in aost 

oaaaa tèe developing countries have not y»t developed the neeaeaary competitive 

stramfth in their présent end potential  export, industr-.ee. 

In order to build up their competitive strength to meet the external 

aarfcat eaaditlans the developing count ri ea will need to modernise their 

pradsjotiun preoess and to iaoraaaa the lavai of labour productivity in many 

arana of mmmfaoturlag at a tia* when there ar.» overall and preaeiug aeada 

to lmoreaaa tha abaerption of labour by manufacturing industry.    These ars 

largai/ oomflioting objectives,  it appliad fmierelty, all over industry. 
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N'everthe..«-   th-r-   ^  „   _:   rB(U>tr.r   ...    ,Ä;kor.   wl,h  „„,   ronrUcl„   ln  reviw,tn€ 

'ndVtiyS   inan^   J,t re   en:..,    .ir  jro-nim«  «ptoyj,«-..      ;ft,,   raVa.Uon „v 

an re r.•-1  cri     ti   a    :t,    - ••   :   „.. r  ,      i -    . .., „     ,, , 
"' •' -• *<V   M   m  f.-r.J   r',coure«i  i'or 

•xxrrt  >ui   R'.to   „-   .-. nr.i. ,-er..3rfei   ....lt   lr   th.   ,.or.  :r„Wria.1>v  -1ftIlcwl 

i.v^,ri^ cuntrio,.     :,.   ,hm  lltrei      ,   9  t:„ro  ^^   % K##|1   to  fr4dually 

rtpl^e ^d/cr «aeni»   •lu.rn.nl    „ i   rr,1uot-o..  fro~e*6,*   in   BCU of  th. 

indurtrr«.   efctabl,,hed  ;-    ,r   ,   ì «,,•   a.o>'     To  f,r<Ä.   aito«.«».» th. 
exi.fr.ee nf  ,cflul|At|   ,i;:   !lv,u; .iV   ...   ,iiiM  o, p^ductl0i;  ^^ o#ver#ij 

riluce  the ohanoT   -•/ ,. i-, .„o- ,fa!   -oiprfnc.    i..   .he ...,n-..t  «rkrt. and would 

«««•auy hamper ir^prl,   .;'  x.Klt,^. U   d.v«iopn,«t  „,   uW.lo„in« count ri*. 

r-ttt.r Fro.F«-.«    v.:   r,lllr,i; a,  , i,^, t iv, c .   „xpar£,iCn  ^ Llod|inui,t lon of 

irduatrv  „th  that  o; „pi ,,.B¿n.h   rI0^tlcn ^  tc  ,, 0, ,er<|fl  fcy  a MltcUy, 

choice o,   advanr^   '^hnoW,  and a-    1T,ropnrtc chou « cf the country's 

uuhutrial   «P«.,U. /ati,r. .     ;   ...ed  •,    . v- ,„ fl.e,U,.te ,^lJcy m^Tm tow4rd, 

such «oaxs  are pa-t,cul«xlj,  •«,.>*  r..„,     A.'t.r ;•-«   u   negotiation* . .yet« 

of general  pr.f.r».lic« ,a£   r^W   ,ffIl  a>lüpl ^ „hlch  1(   „p^twl to  1#ld 

to  pn'mtial   idw,^«   for    he  d^-e'0Mr?  co,.«tri,6  ir,   tne   «port  of 
rjanuf ao t ures .*' 

II.     IFFJCT  Oí   Tír.ííiOICOIC'fcL CHANGE ON  IMTUCTItlAL 
-i.PuO-Mjr:  J.:J ^JVALOPI;«: cout-i RI JS 

Th. qu..tion ha,  cfl».   v.,«  ra>- C  ^f th, noc.it.    for developing 

coltri.* to d»r,.6n T«bicioti..  „huh »uld *.«. into accost  th.ir factcr 

«-.dowenU  and ether *nnrcrmm*i  .art^r,.    ThiL  »i.* a nu«bT of difficult 

probl«rS,   conceptual  ae M ' 1  «  poetic»!      Findig concret. Elution, «uld 

^     2tltl?    7." ^rtiouUrl, relevant to ao.. of th. Utin a.«!««« 
oourtri* and peruapa ^c  to I idia but „Ul Utrlt^iy ««¿TÍS in 
other dtwlopin* count*., underjr-^ indu.tri.1 lotion .inci MorW Ì«, II 

i/ S., report.  ,„  th. s«..ion cf ... 3l.cia. Comitt». of UMCTAB d^üint 
with a pr.f.r^ti.1 treat««it  to tho «port* of i.v.lopi«« countriî. 
j«;èva,   Octobei' 1970. ^^ >-o«»riH, 



require very  detailed  analysis and prt-Hatly  the »jetting  ~x\,  Cj   developing 

countries of their owi. .latunai ic.e/itmc   recwuvi. and   iwsi^n  institutions. 

Until  this   it done  dt/flo^irw   :aun'r.ei.   will   '.or.lir.ue  to  UF<î  ->.nd  tt,   aecimilate 

the modern  technolo©   deviued uy the   i.iaustnaljy  advanced countries.    Thie 

technology  ie  prompted by   the relative scar-it)   o'   labour and abundance of 

capital «¿d reflects conditions  in  their owr.  SC^WJISI.:  environment.     Consequently, 

the technological   innovations ::rig.n<»teu  there are prtmanly of  a  labour- 

saving nature.     Different  effects o»   technological   innc vat ions are required 

by oovniriac whore  labour  IF abundant   and capitai  and many   industrial  skills 

ars scarce.    What   are the Jain leuuee  of   technological chancee  in  the 

industrial sector of developing countries?    Some weight  into this  problem 

is available through the examination o{ the past  trends ol  manufacturing 

growth and technological changée which accompanied  it  in developing countries. 

In the laonde of 19%»'t a growth rate fo- manufacturing output by 

developing oountrioe was  round to be about  ^ per cent per annua and about 

4 par cent  for manufacturing employment .-*     The comparative figures  for the 

subsequent decade are not yet available.    The available data for the period 

between I960 and I960 indicate however a growth rtte of 6.2 per cent  for 

output and about 4 psr cent for employment,+*    The output growth ratee 

point to a oontinumd,  though at the reduced pace,   enlargement of manufacturing 

and infrastructure bases in developing countries in 15*60 s.    as a matter of 

fact, manufanturing constitutes at present an integral part oí the economy 

in SOSM developing count ri s and ¡aakob  a noteworthy contribution to domestic 

production.    There are complex inplications which these aggregate trends 

hold for employment.    First of all, while ths performance of manufacturing in 

y     See HUSO* Industrial Dsyelon»«t Survsy. Vol. I, (United Mations 
publication Sales Ko. E. 68.11.B. \B,  paras. 2 and 229). 

l/     8M UTI90, Industrial Dsveloimnt Survsy. op.cit. Vol. Ill, (in press). 

Thass fifrnr«* refer to the no re modern sector of manufacturing.    National 
statist ios diffsr in regard to the scope of annual output and employment 
statistios but tend to report on bigger and more modern units;    typically 
the cut-off lins is employant of five or more pei cone. 
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thee, countries may  be regarded ae juits impressive,   in terns of growth 

ratee,   thir Li had little employment  effect  for the large and rapidly 

increaring population and  labour force of developing countries    The manu- 

facturing sector absorbe  only a «oaebt , art  oi   the available labour resourc«. 

in a majority of countries   tor which the statistical data are available,  the 

whole manufacturing   sector  (including very considerable artisan and handi- 

craft  employment) absorbed between one-tenth and two-ter.ths oí  the total 

aconoencally active population in tho early  I960'..     The more modern sector 

of manufacturing accounts only  lor a fraction of this manufacturing labour, 

bringing down the size of modem industry employment  frequently to less than 

5 par cent of the economically active population •§/    Further,  the efforts 

to increase output of manufacturée m many  developing countries have not 

generally resulted in a radicai change in the ßhare of total  employment 

absorbed by manufacturing  in  the poet-war years.     Comparison of the number 

of persons engaged in manufacturing with the total number of economically 

active population,  based on population censué data for the early I950». and the 

e*rl;-   l^O's,  hr-<   indicated  -.fc.t ci   iww.ty-three developing countries only  tan 

showed an  increa,od uhar, of  mMufact,i illgj   ,ov*,  , declin, and sia no  change   ,n 

manufacturing share in  the use of available labour.^/    Not wit he tarring ft 

possible margin of error in these comparisons^ it  iB 8Ìgnificlirt tnat  in 

Bpite of some progress in industrialization no general shift towards an 

increasing allocation of manpower to the manufacturing sector took place in 

developing countrieB in the 1950's.    The fragmentary data do not .e«, to 

herald any significant change in this aspect for the past decade.    It would 

•van appear that in eoms areas, particularly in Latin America, the recent 

8/     Por the estimates of modern sector espionnent sea   Int««,«*4«».i T I~ 

'» Tht Procès» of Induet»*»i «—-1 -•  ^- • -•     - ' 
Nationt publication,  Salee 

2/     See I 
Tabi 

10/ RsBulting fro» diffarsnt concspts of •oonomically act i v. nonulati«« 
csnsus in 1950.» and 1960«. in the countris. aZ¿^SZ¡£¡? 
treatment of unmnploysd persons in th. tabulât ion Tc^us^"* 



sluggish   advances   ir. industrial i îation  ceertt-d   t-:   ht   H,O: otri;; an led  \   f.orr.e 

un provernante  ì.i  output  psr DUU..     Accordin^lj ,    ''he   m.jit¡^  JrmHJ.d  nr 

labour by   the manul-iotu**< n(\ ¡..»jr^r ti&L  i.ot   IWII'HOI   to   s.*r-.t   race "itn  tne 

growth of  labour  force,   te  «a>v  r.0T.ning  ol' co it:iVuti.-i,.   io   :hf re*i.ctior. cf 

the  pool  of un tmploym fent,   and  ond»5i-€enloyraent   -f. • ;*ir4,   ir.   that   region" .-i—/ 

In considering the extwt  v->   %#hi<-v.   ">? oXi;aniina nwiui -u-turu^ production 

in  the  patt   mvolvod un  increati.    *n   tl;e   te i i.   .1. n.if q .'. ;r, a-   «m ployaient   it 

s «cas useful  U'  liatiiguish th»»  'r.r*t  ''iio.-u.r   -^rcc'..-   M' this  reía* icnehip: 

(l)   labour requirement? et   th«- ;n.ii.ci,ru   if»i..i: ,u».c   ..p^iied  a\ ¡.dw aai:ifa> 

turing  investments;     ' ?)   tre;ide  of   lab»v r   ¡,roduc T 1 /; t;    .: f   the hi rend;.' 

•ployed  labeur within the mene m.dorr,   '';•. tm>   >.»-< ti   -i,,,.   imal1;-, 

(3)   displacement   of artinnn  labour   cy   tne   iactiry   :.*;t ir    n competitive 

activities. 

(l)     There are r»»w sy3t<»uaiically  developed   la tu in   the aggregate 

labour requírement.s of new mw.ui'actunruT   investment   -md   production t»aehnique 

in developing countries.     This ìL,  a vc ry  .íegl*'^ »xl  Í ' old of statistics and 

empirical  research though the issue itself,  Dì J  proper choice of production 

technique  in developing count**ien,   it.  a subject  of perennial  theoretical 

controversies among economists and planner?',    Kany  o beer vers and analysts 

of industrialisation processes  in developing countries conclude however the 

the choice« actually mad«? involve dir.K:tlv small  labour requiremente.    The 

available,   though fragmentary,  data   mai   00 support thia contention.    Be as 

it »ay,  one hau to bear in mind that  the  labour  intiviRitv  cannot be the only 

Oilterion of manufacturing investment  deoieione,   narticularly in regard to 

the export  industries.    Besides,  the desirability of attaining large labour 

absorption per unit of manufacturing investment doea not yet mean that in 

reality thare is much information about  the alternatives or that alternative 

solutions axe easily available.    In many cases the decision to open up a new 

lins of processing leaves little choice of the production techniques.    Further, 

aid and o redit arrangements, particularly   those under which the creditors 

¿2/   Sam Industrial Development Survey.  Vol. II,  op.cit.  p. 6?. 



-jì'ier'ixe  to   eap;I\   tur a,ni!i:.en'   <_i. i  » uuti-wt   ..»   ev«.   'he  whol»»  planta 

or.   ' t -.H.-k^v   L',.Pit,   f reo i« t lt/    us     I p ."/•  th.-  r«.'I'M ant i'   wi'li   very   little 

choice thf   prtii.' t'.   ;.   ti-rhn : ;--.F.        Vi: .u'    fr.dcr-i.i,'   trie   utj!    'hoice of 

proúuctior.  *.ec.ip 1 |.i     .n  develop..!»   . .-urtr.*«,   i*   f-ee.nL   t!.V   withcut   developing 

its  own   indubtriâl   letu.??. i;if   ai.o   pr< Ju  tio,i   ->f capital   ; o xi.-   ¿hi^h would   • r\ 

to   incorporate   iiu     niude.n  t echnc i.of ;    ' !IL  condì t .rr..   of  their  own  cero.tomi." 

and  Booial   er.vironnpr.l,   o.u   dc/'ì (f   i>,  c.ciuti   P.   i' •/e  t>   roc Kor   with   tht 

cocanor.   efi'ects  ul'  ti1 e noderr.   tec.iir V; i.-'ti'iec   ti   th«.¡   tiirough manufac- 

turing   investment.      I     would  howv/er  „se-r.   ift in. 1 a,   'uid   ¡•Cb¡J'
r,lp,   that   ¡social 

effoctr  oí modern   :ndut:tri.»l   tochno 1 J^'  L?   -nle»ict*KÌ   '.hi^i^rh  appropriate 

policy'  msasurf.-', 

(2)    The  laWar  productivity   ^-air.r  h¿.ve  a';-.">   tended  tn   reduce the 

demand  l'or new mar.VaV urii^.   lal<-.';r.      tt  retmt,   however,   hardly  possible to 

argue  tnat  developing countries  coati   tiepcn.31 witn   lahoui   productivity 

»    increases   involving   those airead,'   errlc,, i*i   ni rcaiiuí',-v: turin«.,   part .cularly   in 

export   industriee. 

First of all,   these are,   for most developing countrieB,  newly 

established activities  and Are frequenti;' nervi ly   protected  fro« foreign 

imports or subsidised.     Thus,   the-r   1 Dng-run viability  and  potential  for 

achievjii«  uiUvuAt ii-<n«]   ;.-ripetiti vanees primarily depende on productivity' gaina. 

Indeed,   a major rational for  industrial' zet i;n TQS+F upon  the notion that 

productivity  is higher and  is  increas-ng more rapidlj   in modem manufacturing 

than in traditional activities.    Given the inllationary  pressure no common to 

those countries the need to  improve the pr»3«nt competitive position of their 

manufacturing induEtrJes seems imperative.    Moreover,   «¿pineal studies 

suggest that productivity gains in manufacturing ars associated with growth 

ratas of output.    It  is suggested that apart  fro« sons ''autonomous" productivity 

gains,  the latter ie a function oí  the growth in total output.    While a major 



evidence for such a relationship relates  to      cturtn*! i ««d     ><a.:.nw-11    •«er«' 

il «oa« ground to  expect   that   th* emular   relatì^nship   tutet,   r L*< *  ¡/   if-r«; 

industrially advanced developing countries,     ixw decrees of  jtáuituí      I 

plant  aquí (liant  and  labour,   typical  <•>•   davalopir^    ountnee,    act  «•/%   -louttr 

«hather th« estiaatsd (taina  in productivity  reported for   »ev«slopin*   -ountriaa, 

rutila« from 1  to 5 par cent  par  anni«  for different   indut-triee    r, th» 

ragionai basis,  rapraaant  the aaxinua possible gama. 

ef the productivity  hansfite   i= a separate  though vary coaplex 

issu« ia developing count ri as.    Th« adaguata #fov»rn«fc' t  policy  towards 

profit« and nafas can dir act  thaao ^a ina  toward«  «   tartner   «njloymeri'     raatior.. 

(3)    Lastly,   tha  relation between  th« expandirv »an-fi* tunnf   rrc.d < t 1  n 

th« total deaand 1 >r aanufacturing  labour .nvolvee  also  nos« r*pl<*<-an*m 

of artisan labour.«'     Tha artisan eector of aanufacWin« -,1111   .outings*  t.> 

wiaaljr part ici pat a in nany  linas of processing in develorurift    juntries.       /an 

among tàe aaat  industrially advanead developing countri as,   tha artiaar* aartor 

la it« various foraa engage» about a half of tha t-m mm.*. v< .¡ <•..•   «»pi ra- 

sant.    Taare 1« ne uniformity  m this rsspact aaong davalopiag countries 

sine« tha artisan tradition aas been developed and preserved in varying degrees 

iaV 

¿¿/   So« M. Kalder, lalder, Caaaas of tha Slow liate ef fconaaic Growth of the Ite 
, Cambridge University Pi at. 3 I960,  for -1 racers   *>vid«w¡r» r** 

rial 1 sad countries. 

Praliaiaarjr aaaainatioa ef growth rata« of output par aan and ratas sí 
••wifaatariag production in I9601 a for two-digit induis tri es suggsat that s 
•iatilar relationship,  'hough oharaetariied by different nuaorioal eo- 
•ffloiamt«, aajr prevail la soas Latin naarican countnea.    The as i an 
«•teatri« es not s «a» to share this experience.    It is prohahl« that 
tha ralatiaaahlp is influenced bj   tha share ef artisan sector ia tha 
total aeaafacturiag.    In the as i an davalopiag countriaa tha share of th« 
artisan «aster ia aaaufacturing s «ana to be auch higher than ia 
Latla 

, Vol. II and III,  (lattar docunant 

¿|/   fa tha ami «at that such displaeenent has ia fact taken place, tha 
iaduatrial last ten prece»« «f th« past two d scada» aight havs directly 
raaaltad in a growth rat« «f a total aaaufacturing aaploynemt at Ular 

4 Bar oaat aar amena* e radi tad earlier to the nor« aadara sector of 
Faatariag ia d«val«piaf 



Uà   n,w.        h.   Kir.   tow;     ,   t.,-    ...   r. M.t.on   o!    -«tor,   ..thod.   ol 

nrelUf,'ar   '   '   th*   •'*•*""   '   —    --i   *    '^.ou,   rom. of &rtle„   „* t-i 

art i tjiui a», t ,. vi tv      ^-» . • • t ~.  .  , „h„- , „ y ^     .   '•     r    -^^nol-o,. !• %1    .rw..,,e in  iav.lopinÄ 

cc-ar.tritft'   i, i-.¿tr,-t;   f^t^r,^ 

Onpl y«.n*   eJf*-;   ,f   tü.b«   i^hm-io^  al     han,»   ipil#ar very 

,on.id.ratle   ir.   levantina  ^iri«   or,1   ,.«   lo   „ lgIU f lcantly  dlff-r  fw- 

'•he. „p.ri«xc«|  L-   th. d.v,ioFed ^un'-n-   at   a Um*  *« thay war. «**.,- 

fein«  indu.tri*li„nur.   Prc,«s<,6.      ;h.   llff#r«0#  ,9t„m caplt%1   1M-B.ity 

in  ttao*. t*o  ara*, oí  wnufw.ri,,   ,,r.   »„«,  apparai L.y   smallar th«« „o*. 

Labour Frod-xtivit..-  of  indu-trinl   -rkar*  ,<a.  ai8c  «,„„ ^ ^ .¿^^ 

verter   in   faeton,  «*r,utartan,    .   «1  to   l.pplar,  th«   a much raall.r ««ab« 
¿' ar+iBane   trian   t ><i«y. 

Ther.   i.  not  r^ch  «pineal   .vid«o« or,  th.  a^ragat. pattern  of  «rwth 

of art .aar.  ar.d  factor,   «.ployât   m variou,. ar.aa of «an u fact un r* i. 

davlopuig count«,..    Th, avalli. d%t,  p-rtain li0,tl.,   to  th# UUn ^^ 

ración.    Vhat  ha, occurrad  th.r. m^ hava howav.r,   10».  „In«, f.r .11 

dav.lopmg countries  sin,*  u  le  th. P%1,)f, ^  ^^ in ^..^^^ 

«on*  th, dav.lopin« count ri«.    Manufacturing   f^tory  •ploy.a.t  in  Lati. 

«TIC. as  a «hole  account«! for 4* par oaut of th. total of aanufacturtn« 

factory and artisan  -rloy»ant  ltl  i *o.     B.tw.«  1950 and  1965, •anuf.cturi.« 

factory «ployaant   in th. ra^n incr.a«ad at  th. rat. of  J.¿ p.r c«t  par 

arniu..    sino» m th. ,am. panod,   . l7}fmmX u th. ^^ g-cUr ^„^ 

15/   Th. di.tinction betw.« th. »odarn factory .actor and traMtiaaal a- 
li« »ainljr m th. «ount of pow.r and «quii»«.« «¡2 aaâ éa-TÜ* 

•.f. diatincuiaka. b.tw.« ta. a.tabH.i»a«ta «Hayi». ¡TS Î?!!* 
"orkar. and not usxn* pear,  «d tl»a.. «plo»^^.^ Ü SrîLT 
«•lai powar.    Ifcd.r th. «oda« factory .«t«^".^?»!!^.!!! 
•tant varioua for«, of .«bcontracti*« 1Bcludia« homVJotk^ 
^orlc for th. fytnry ,nlTr 

M       lu4ia« *«• ***« 
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•t  the rate of  1.4  per cent,   the reeultin*  growth  iate icr  ali aar.uiacturin*; 

employment ni,   th«r«for«,   only 2.) per cent.-^     examination of  tne trends 

of maaufaeturin« employment   m the precedan«  two and a half decadec  ( 1925-D50), 

indicete« that  erti sari <T ; .     r»« •.  s-r-' •   r-.,  no ,' .* »   !.*h   .^',   -' 

mueh slower rete then employment  in the factory sector,     '/hile itanulecturing 

factory employment  grew during that  peñol  at  the aver**«  rnte oí  4.    j#r ew,i 

per annum,  the artisan employment  increased at  the rate of Co per csnt   per 

•»*«•»  l»«4ln# to 2.2 per '•ent growth rate  lor the *nole manufacturing 

•••••ri"*'    Displacement of the artisan sector h.v   » herefore been relative 

»"**•<•* than absolute.    Not  all artisan  labour  is euostìtutaHe,  neither   is  all 

art lean labour easily transferable,    à« the  same Une,  growth of manufacturing 

»ri»*» »»»ut directly,  demand for some artisan activities   (repairs and 

•sunt emano e of indue trial  equipment) and tend*, to create  indirectly some 

àmtamû for artisan  labour for repairs and servicing of con. ^,«r durable«   and 

ether equipment produced by  factory sector for local market. 

A number of influencée of a general nature luay have been  involved  m 

the procees of a shrinking artisan and cottage indaetr>   enr loyment.    Changes 

l« the aggregate demand in favour for fa< tory products,  relative technical 

amé eeeaemic advantage« of factory production in tarn procese of import 

substitution,  eme i er availability ef financial resources and government 

assistâmes for larger industrial investment,  me well as many other factor» 

amvm bses oentributing to a craicker expansion of factory manufactuiing and 

mmmiajBemt«    On. haa   to reenon with   .nete  i/ii'l-encee  also   i.. co.ie Limn* 

employment  effects  of broad   technological   rhan¿ei   u,   ue   i,. i...trial  sector of 

developing countries    n future. 

J¿/ • Calculate* from date give* by ¿atecen Lsieraan, Lee Rft,rrft JmmWtl 
erima^fituto       Cuamernoe del 

•*• f» Pianificaci^ Irono«ic;i ¿  Social,   Serie II.  No.   j, 
Ssatlaga ée Chile, lfé*. 

¿2/   tM ttruatuml Chamgse in employment within the Context of Ut in amarice» s 

•e. a, October if45.' ' Ä8l"aS"Ä*,fni ítr •*"11 "••"liïl» 

amali 



«fH*»iz. al.o   taat  th.  t«d«c, for th. r.lat.v.i 

arin« hM  l-> ••.r«nith«»«l  b,   WP di.torUon«   ln th. prie« of 

eoMld«r1 a.  r.pra.^nv. of th.xr  '.ocxal  ,o.f   Ir 
of th. import   noucv ^   —. ( °n* r~°n'  b«5*u" 

.•ctun.ry «*  ^uxTOt),     h-v*  ,ncr^.«   1B  Ubour co  f *       ^ t0 

-- ^    "i    laDOur   COst.    ma   a   t»^_,  1»   « r   *. ». l«v.l» and sod.*  of *-. *-«•'••   «e a ra*ult of th« 

*»*—t II ^ "°ClaI  "^   •"-^•i      « «• o—,   . 
1-U th. .b.oijt, volu». of -Pl0wt   ln  indlvldu<a  . ,, £ 

"P        .11,    .nd  th. moti,, t, tóopt >ri ^^^ ppoductl0fi 

J-oc- ttat .t. f.. th. .^ of tA1MÉ ^.^ to ^^ 
ta.* x. i... co.t17 w; ^ fVtmmom J.? n r 

i.  ion« and ,.t p.rh.p, ^ not M||,, —»uf^tun«« 
i* *1M creiti    i.. PO"ibl. eu....     Ine«, ü.tri but ion 

—flit i   ?tributl"t0 th'IO' l"#] of Ubou- —*»- * ^f«turin4. Inco.# 4l.tribuUon tfftcta ^ «.i«.«; 

through lt.   .ff-ct. on tW natt.• „r «Pl«J«»t 
r.fl«t-  ia  th    ,  ,r ^«.-Ption.    *. Utfr ta tu» u 

1    " UbOUr COnt,Bt °f *• «P-«"«- of th. rio. 
ma poor on  tu. 4oM,tieaJly ««ufactur«! *        . 
contât «ft- ••«ur.ctur.d ««od. and lB  th. áift„mi ^ 
coat «it of tu. «pÄdxtur. of vwlo«     meo« ^u».      --w ** ~i«t     incoa« grrnipa,      n# n««»tiv. i  
•ff«ti of th. Ut m Anno,., Mtt.»    r •»«••»!»• «pleyMBt 

•*r«.« in a#JV 8tudlM ^ r#|)orti< ••     e^» 

t.. U.ic too*. whlch ^ ulUXf ^^ -*- ^* 

— rmm.r .i«pi. •Muf.ctiMr«, iik. ,uUuf and fMi^ «. ^. *-, „. (w... w) „^ -u .r^trrr^^r 
,    w x»... o.^ u, tM K^ucti« .f tè« flood« ^ w 

•>.«it. 



the  rich.    To produca the  latter usually  requires hifh capital   intensity.    A 

fivon wount of incoa« will thus generate nore «nployiient  when spart   in th« 

purchase of waf« good«  than in  the requisition of consumer durable«''."^' 

An earlier 2CLA atudy notad  that   tor Latin Anenca,   "th« very  diversifica- 

tion of aanufec turine production  in response to th« chancee   in  th« denand 

and the possibilities of  lapcrt subeti tution has  lad  to aora rapid development 

of th« production  lina«  that t and ed  to  ba l«se  laoour-in tensive m comparison 

with *a« traditional  brancha«,  whoa« naturally  Blow tempe of  growth has bean 

•ad« «van «or« slucftish  by p«rsistsntl;r   regressive features  in  incom« 

distribution .*» 

The broad techno logical and  institutional  factors,   au wti: &a  influences 

of  incoa« distribution ovar «ployaient  discussed abov«,   do not  Been to ba 

peculiar to the Latin Aaarican rerion,   but seen relevant  to other regions» 

industrial developaent. 

In his inquiry  into th« poverty of nationa, Qunnar *<yrdal note« that the 

aodarn «actor of aanufaeturin«- la Aaia has created backwash effect by turning 

*** •*•*• ooapttia« with thoae produced by traditional methods in email scale 

«atarprl««s ant orafta.    He ooncludes his observations sayin« that "in the 

absano« of spread offsets,  industrialisation can produce only a very aae.ll 

iamadiate expansion in demand for labour.    This situation, of couree,  is as 

ia«aoaaafclo coassqusne« of the low b. ae froa which nod em industrial expansion 

•da"***» a«d the barkwash affects that are certain to occur unless the output 

•f aodara industry is ai roc tes «atcluatv«ly to new-creatsd aartets,  either in 

forai«* •««•tries or ia noma territory.    Whan a start aust be mads froa such 

aodaat baytsstaai, as it anst ia all South Asian countries,  «van a bi« push 

towards industrial aap aas lea cannot for dosadee ahead be expected to provid« 

lataraat 
Iataraetleaal 

JB/   IM KU, 
•».«it. pa*« 

 ,i  » program» for Coloabia,  préparai by an 
t •rfamisad bjr tas Intsrnational Labour Of fies, 
Of fis«, Oeneva, 1*70, para. 490. 

•Mam» 
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l-..r   ... ^ „„ ttat „w „. w,1/i ^        or 

off.« i»- tvcimdi .fr«cí«-.ü/ w 

If «, encielo« oouU b. dr,„ f„. th, i# M 

» .-Pto tta. .«„noiosa,   .».„„„. broufM rtwt        „,.1**; 

•« b.„ .bi. ,. „tulSr ,„. ,plwt rwir<M11„ of ^ ^^ 

OB. en ,u .1.0  ,„.,  preb.tl)r  ,„. ,00p# of MlBt „„,,„, 

1-»«- th. „ o,h.r .,,„.,   ,mh „ Wlcultur. — C01„tnictl<> 

«„TV: rloí",nt of ""ewifie «"•^-•««-«M .«.i« i. 

«. «r»t. th- u Mrtcultur. or oo„.,•Uo„ th. .^ „ ,„. ¿¿ 

«•«BBU «PUo«t.„ of «* trt.1^. „« in fâot tó. r^- 

«» »Ucuut- for o.«,. ^..  _ „4 .,„,, giwar M,^ 

UW fore. t„ th. , lw lrtu.,rlM <tudl<4 »       -^ 

•"«  -p., „i owllrt —A.«•« ioáu.,„ ^ lln<tM '      ' ^» 
u .u u.^ mmltttarlat ia^m%rlm      M miln„ZZZ u u. ,^ „. wiod (ta co„trt.t to . J» -*- 

ii/   OUBOAT I^rd«U( liai. 
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labour fore« toy ten million woi..ers).     Investment  in thie  uector has today 

probably ont of the lowest direct ssployaent-expanEion *ffacts,  compared with 

equal investaent within other sectorc of the economy". „   '¿¿J 

Drawing on this analysis, Gunnar hyrdal hat observed that  "the adoption 

on a aajor - and totally lapracticable - scale cf technologies and 

tseaalo>«« favouring heavier «mploymsnt of labour would not have made a 

substantial ohange in the direct  uapact  of industrial expansiva of , artici,,a*.• 

tag ratio«.    Thie  is because modem industry  lu.-nif - and wi 1 .   1   rn  for a 

l«ag tim« to ooae - a vary amali part of the total economy  in India and a 

•till ••aller on« in th« other count nee oí  the region'.-4"' 

Thar« is little «spineal  evidence (in physical unite) which could be 

usad to daaoastrat« a ooaparetive lev«l of labour productivity (output per 

sjaa^eour) in specific aanufacturing proremen in developing arid  in 

industrialised countries.    International conparisone of productivity levels 

ar« taarsfore based on th« value of output (measured in US dollars) per 

parson «»ployed.    Such a broad • «asure oí   labour productivity is susceptible 

to aaay influences (different nuaber of working hours per man/year, 

ooaposittoa of output etc.) and is fraatly dependent upon the exchange rates 

oaosaa.    Th« resultant productivity levais may reflect an ovar- or undar- 

waluatioa of th« given currency.    notwithstanding the aany inhärent limitations 

ta« rao «at estiaates of th« value added p«r parson engaged,  in US dollars, offer 

•o»« lasigst iato labour productiviV in manufacturing.**'    For all developing 

oountrlas ia 1963 output p«r paraca engaged in manufacturing was only about 

that of industrialis«d countries.    These dollar astiaatee of value 

person engaged would eeea to suggest that th«r« w«r« oases of two- 

dlfit lacustri s* vasr* valu« added p«r parson engaged reached or even appear«d 

to assTBsjaa tas respsotiv« average rseorasd for industrialised oountries. 

3ê/   Osorge hosen, 
1996, PP. 18*.' 

la/ 
*/ 

Olencoe, Illinois, i to tott* frtf Prntr ( 

, v quoted after 0. kqrrdal, op.cit.). 

Myraal, 4|ifB^raBA( paja UÖ4. 

, Toi. I, General Industrial Stat istios, 
, «7»i M*»loa, flbitsd Nations, Msw York. 

-*-*•-- •'tMtsi£- 
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An existence of BO», high  labour productivity industries  in a few 0f «h. 

develops countries  does not  contradict an .arli.r  obo.rv.tion that,  «.»rally, 

low productivity prevail, there.    The point  is  that th. high productivity 

frecraently cover, a limited  sco^e .,f manufacturing and  involve« a v«ry  li»it«d 

number of „anpower.    Out of ?4 developing countries  (««eluding Puerto Rice) 

which can be credited with SOT» high labour productivity nanufacturing 

o.g.  such where output per ,nan in twe-digit  industries wU in 1963 at  lftat1 

75 per cent rf the corresponding average for all industrializad oountri«.,  In 

5 countries auch productivity occurred  in industrial pursuit, involvinf la 

•ach CM, lee. thaa 1,000 persons.    The., pursuits night mU have been 

represented by .ingle,   modern manufacturing plants working perhaps for export, 

which might have existed concurrently with a large,  in tena, of «ployant, 

but a lew productivity «anufacturing oacter.     United .cop« of the high 

productivity industri.« in developing countri«. is reflected by the fact that 

the.e industria« accounted .or 1.1 per cent *f the total «enufacturing 

«ploy»ant and 8.3 per cent of th. total «anufacturing output of all develop!«, 
oountri.. in 1963,0/ ^ 

It may wall be emphasised that .inc. th« «odern Motor rf «anufacturinf 

and particularly it. export indu«tri«. is th. «oat lik.ly to previa« a 

relatively rapid expanaien of incoa» and foreign earning, any at**«**«, with 

th« «est «ffici.nt production processe« u this sector of •anufaeturins; aay 

lapos, a .Ignificant brake en gen.ral eco«o.ic dev.lop«*»t.    Thl« do«, «ct -a« 

that in »anufacturing ther. is no roo« for deliberate policy decision« 

favouring esployent obj«ctiv«. ov«r th« highest pc.ibl« l«bour productivity 

obj«otiv««.    It only .tres... an earlier peint that perhaps the «o.t 

r«a»onabi« approach in reconciling the eff«ct. of «dem lndu.tri.1 tecology 

with eaployMBt promotion in developing «mntrie. 1. off«red by , Motive 

¿hoiçe of nodern technology and „ appropriât« choie« of th« country'« 

industrial «pccialisaticnt    Thie would mean that in programming the 

¿5/  «••. 
It is lifBlflcaat that it 

 _• ?°1» It  1967 edition,  ep.olt. 
imwm,Mi- .  . — in nOBi °* tk* l*ew and industrially advanced 
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lasaaTiriallMtlea pro««*« accoutt should ba t«k«n of th« fact that th«r« are 

toa« Industrie« with fr«at potential for growth whare technology norm«llor 

med ha« relatively aifh labour contenti     (»any linei of production within 

I8XC 35-38 1.'. eoe» aetal and electucel product•, aoae transportation 

protect«, eleetrinle ooepoasnts etc., would ee«a to offer auch prospect« ).—•' 

Ssleetloa of saoa industries Bay n«lp to effeot the low «aployeent eff«ct of 

other iaduartrles baaad on utilisation of local natural rescurce« which aifht 

be favourably developed especially for ta« export cf manufactured good«. 

III.    FISCAL POLICT MSA3UÄS FOR EMPLOTMBfT PROMOTION 
AID WCBPOLOQICAL CHAMOIS  IV MAVUFACTURIVO 

Tala paper has «o far diaoua««d eoa«  aapeets of the application of aodern 

iaiaatrial technology «ad ta« broad eaployawnt effects of th«ee techno 104-1 oal 

iMMTatlo— la developing ooentries.    It haa al«o touched on eoa« ef ta« issu«« 

involved la the eaoio« of appropriât« t«eejM>logl«e for the iaduatrUl a«ctor. 

It la «videa* froa ta« pr«oedlat aaal/ai« that on« of th« outstanding f«atur«« 

of laduatvi alltat loa la d«velepiaf oeuatrl«« i« the failur« to croate directly 

auffielen* onptoyoaat opportunities.    Per oouatri«« who«« «aployaos* prob lea 

is aa everrielef ooaaarm - aai thi« ceeoern ««aaa to be shared by nearly all 

laaeetriallalnf oewatrles - this fact aaa far-reeching oeaaequeaees.    This 

aactlaa af ta« papar «ill etteapt to outllaa SOM of th« fiscal policy Masures 

tasti nay he ooasldarad In the effort 10 reconcile the octantial benefits of 

appljlaff «Ite aoéara technology in industrial devolopesnt on th« oat hand, and 

it« aavoroo «ffsota aa aanpowsr abaorptloa on th« other. 

Of all ta« p«U«y inatruasat« that 

flaaal peiley tattraaaats 1 

ataialatar U th« •last «ooaoaie«.   1M 

ef ether polioy 

b« relevant la this oont«xtt 

»paar •• aast ooaraalsat to 

of these aaaauras however does not 

snob aa iaveetaent lioaaslaf 

Id eaaa te laelada 
ta«, atol 1. Lory, m 

', I.B.1.1., law York 

oapltal 

a&y . 
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or other adninistrativ« neaBurea.    On« can also  add that th« chcic« of spacifio 

policy iMiurw should  b« evolved in th« light  of industry's p«rfomnnce 

in «mploynant and productivity  in the  past and Bhould  aim at •••tin« aoae 

iploym«nt and productivity targets  in manufacturing ¿2/ 

Thar« it significant differences  m »cop« for and obj«ctiv«a of fiscal 

policy m develop«! market economi« and developing countries.    Pull 

diacuaaion of the.« difference falls bmyond th« tern, of refsremc« of this 

paper but »ay suffic« it to say that  in ths lattar oountrimi th« soop« for 

fiscal policy •maaura« U smallar and effectiveness of  fiscal m«asur«a is 

rath«r lower than in dsv«l,p«d mark«t  aconomi««, particularly  in th* area 

of «nployment creation and stimulation of taehnological change.    Taim seams 

to be a fundamental factor in considering th« varioua  t«ommical aaamures of 

fiscal policy in developing countri««. 

Industrialised oountries tend to be concerned about the competitive 

power of th«ir industrial sector and it« effect on the baiane« of trade; 

promotion of the improvements in technologies is frequently looked at as 

mean« of aiding econoai© fro»*1»!    govortinente appear miao ooaeerned If 

industry is not invernila«; on a sufficient scale to modernis« their plant and 

equipment.    In countries) where oonditions approaching* ths full eaplsynent 

s MB to prevail, thsrs appears to be a tendency to ooaveider enployssmt a« m 

objective of their policy mainly in nsasures designed to proejote the locatiom 

of new industries in Backward or depromaed aroma of the country. 

There are many fiscal measures used in developed markst 

profits capital investment and to encourage an early replaça 

and equipment with one representing m »ore modera teclaño logy 

nave permitted «ecolnratsd depreciation of oortala forms of 

Las to 

at of machinery 

ts 

investment«| 

17/   Though «mploymsmt may be an ovarrlsiAf ooncarn of developing eountriss, 
it is al4»ificmnt that oaly in m fon industrial development plans of 
developing- countries the employment or lassar productivity tercets ars 
e*plieitly forsmlated and/sr reported.    See «H», InmnriM el ths 

"        •* ^iMv Csmntrtsn. ' 
publioetIon, op« e i ^ 
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A ht*, introduce* irif^r»* allo»-c« *lch p.r.xt the wntiag off of 
« .dáitioni proportion of th. oo.t (.«y 20 y» o«t) when  th. investment 

1. Ma.)    .«• have u.«i invrf t «Tante,   a c*.h grunt (.om.tiae.  « »uch 

- » par o. t) to-ard. the co.t of  *» plant «4 aactunery.    So.« countrie. 

«•• a tax on -floyaent it.elf (..«.  th. e.leotiv. eaployaent tax in th. 

felt« Kin«*») M • •—» of Pro-ottn« a better u*. »od allocation of a 

relatively .©are. factor. 

fe* developing countrie. hav. reeorted to .any of these fiBcal  incentive. 

U thoir èri», to provide the .o.t ccpetitive ten» for foreign inveet.ent. 

If pra»otton cf the ~*im* -ployât  is  intend«! to be an overriding policy 

obj-tiv, •«. o- a.k ho« application of all th— a.aeure. have influenced 

the potentially powible level of aaaufacturing -ployaent   in developing 

countrie.?   To the «t-t that th— countrie. have,   (a)  allowed for high 

«te. of 4epr.oi.Uon for ta« purpo.e.;    (b) .attained provi.ion for 

«••I«*« desolation,    (o) granted inv-ft allows« and inve.ta.nt 

•• - \nwmnn tf ir- -*-«' —i•—* •*#« * \"***% pr9"w 

ihm»^ iiMi ••Mir* **•* •l**t *pp**r Xo in*dv#rta,ltly •ncou^'*••th# *••of 

oanit1-Ufa.iT. fohaologi« and thus ret», a potential for new „ployant. 

SiaiUr o cent could b. directed at the ind||9nfi»t^ ¥f « °f I *•! fr*^ 
*ioh r*uo or ««Pf Profit- fro. taxation in th. early year, of 
operation of a new »jttflDturi« plant.    If euch a tax holiday i. «ranted 
irrt-tiv of th. .1« cf ne«* .mtrf -ployant,  it  i. doubtful ***** 

it 1. h»afi»ihl to th. promotion of «anufacturing «p-oyent.    If it i. 

decide* that fUeal policy .hould b. u-d to pro~t. expan-ion of «ployât 

me the «•• of labour-i»t«.iv. techno logia., th«-e appo*« to ba .oop. for 

e*» developing- cowrie, to rethink th. objective of thair tax iacantiv. 

J* 

a^a - «Miu mU eee« particularly rel«v«t in view of the foot 
Sat JL^flte^re tJZ tThav. lUifd .ffeotiv«... i* i-duoi»« 
«hat ta« *^fi*-¿70^0    o. Lent, T« Inc.tiv.» i» iWoaing 
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If promoting labour-irtensive  linee of production  is a major objective, 

the industries selected for these benefits and criteria for deciding the 

generosity of incentives rhould loth be linked «ore closely to the employment 

effec.te of new industrial projette.     The effectiveness of using such new 

criteria in promotion projects which wouM not otherwise have been established 

will depend on the extent  to which  incentives benefits are also offered to 

projects selected on the basiB of other criteria. 

In son« developing countries tax  incentives are applied on a selective 

basis;     they promote  investment  in only nome of the newly established 

industries.    Thee e incentives can perhaps help promote employment   if they 

promote the establishment of labour-intensive projects which would not other- 

wise have been established.     Employment  is  sometimes one of several  factors 

included in a lift of criteria for the selection of  industrial projects 

benefitting from such tax incentives and value added generated in the 

manufacturing is used as s criteria for granting tax incentives}    this probably 

leads towards favouring labour-intensive technologie«.    Promotion of the 

labour-intensive technology is however likely to be more effective if the 

employment effects  (number of workers employed) sr« the direct criteria in 

the selection of projects benefitting from incentive measures. 

If developing countries wish to  expand employment in industry by 

promoting the uss of labour-intensive techniques, a possibls policy would be 

to redesign ¿11 form» of taxation ani levies baaed on ine sise of lmbour force 

of an employer which appears to tncrmeae the coat of labour and Ínstame rmiae 

the revenue in different fashion fro« within manufacturing or from otfrfr ecufce 

of budget revenue.    This would be a major new direction for fiecal policy 

to take and ons which warrants oarsful investigation. 

Many developing countries offer tax incentive« to promote export-oriented 

industries regardless of th« technology chosen.    The promotion of 

to bo considerad though on« should b«nr in mind tant sush measures do not 

diminish th« l«v«ls of compatitiv«ne«s of export industria«. 

- -•"•-•    -     • lui m        EI HI i ••samai   i —art« 111 ismiismmns 
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In the CM« of existing industries the governmunt nay consider the 

application of fiscal incentives to encourage th« UM of Multipla labour ahifts 

working th« aas« nechines.    It ia aonetinea argued that  it might toa poa«ibl« 

to elgatficantly tnoraaaa labour «nploynent working a given quantity of fixad 

capital if th« traneition ia nade between ona ahift which ia poorly nanagad 

and taw or thraa ahift« where th« production procas« ie well nanagad, with 

ine enti vea and lntenaive ataffing.-^   Racantly,  leni ovart optimism in th« 

usas—n* of «ffacta of «axiauai-ahift work asens to «erge.    An optimum 

pattava of shift work combining th« taohnical,  aconoaic and aocial consideration 

ia aévoceted.^'    The present pattern of ahift work in developing countries 

•esa» to be far away »'ron an optima level. 

In thia oonnexion,  it nay be oba«rved that th«r« is often scop« for 

using additional labour to give nachinsry sore oaraful eervice and repair 

than is indicated as being necessary in nanuala supplied by engineers in 

developed oouatriea. 

Fiscal incentives aay also be considered to indue« industries to 

differentiate between the so-called core operations and their ancillary or 

auxlllaiy operation«.    While core operationa nay b« inflexible,  in their fixed 

oapltal-labour ratio, the ancillary operations, one« separatad, could be nore 

labour» int «naive.     Ekanples of these operations EU¿   include h<*ndliii£ of 

»/   »torri« J. Solon*», Bgt 
At Ion». Afin Paaliehing TA l

i^^titt-f lBdia " A BlttW,rint for 

J)/   1. Innaj, Shift Work and Snaloyment Ikpenaion, U1nTMltgBnAlsmWyJ 
-       u fol. 91, *•. If 19*5 mA Shift Work and «eploynent ntpension 

b m Optine. Patt««,  Intarnntloiiel Uhwir BrrtfW. Vol. 98, 
h 1966. 
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ut «ri aia, warnhcue ine i   PMkafinc,  maintenance and inplant  transportHtion.'"*' 

Tht varioua fiscal policy seasuree mentioned above io not covar ali aspaste of 

employment promotion undar industrialisation and  technological changa«.    Their 

brief presentation was  rathar aeant    o illustrate aoma tentativa possibilities 

o pan to polioy-makere.     Bafora concluding auch a review,  two general issues 

of industrial  «aploynant pronotion dcaarva a special aantioa.    (tea la ral at ad 

to tha utilization of  local imputa  in industry and another on« part am a to 

crafts,  cot taf* industry and arti Ban  eaployaent. 

Regarding tha former laaua one may note that  tha growth of aenufsetaring 

providas  a potential  for an increase oí  eaployaent  in other aectora.    Through 

industry's demand for raw materiali:,   interned late producta and specif io 

services,  tha expansion of nanuf*ctuiing indue try contributes to an increased 

demand for new labour in tha supplying sectors.    Siailar affects bring la as 

increased demand for food and servie ea by tha manufacturing labeur,    any 

fiscal ••asures encouraging tha greater utilization of local inputs •*• 

therefore conducive to the inpl«mentation of the overall objective of 

eaployaent promotion.     It is sometimes baliavsd that the potential fer tas 

indirect  «aployaent effects generated by the manufacturing amy be as graat 

sc tha direct one occurring in industry itself. 

£j   A specific step that say be uaed to give effect te til« pre«— «f 
shifting «aphasia  froa oapital-intensivs to labour-intensi ve prae«a««s 
in a gi,ren line of proceaeing i* offered by the iTÍafJ^aAs—slfiJiasssfh-tl 
inven taont.    By the uae of this instrument, the government is able t« 
control the types of inductn«s and technology to be newly established «r 
expanded within the econoay.    This control aechanisa oould be a««á t« 
deliberately discriainate against excessively capital-intaasiv« sta«—— 
in selected indue tries sad/or in favouring those that ar« aar« leases', 
intensiv«.    Taroufh this ay s tea of inveetment lioeneing, a apasifle pelley 
can diacourage or phase the usa of «xo«ssiv«ly capital-intensive 
is «ertain defina« industrias «her« the arida asa ef alternativ« 
ef production is considerad to exist,    la the applicati«« ef these 
tha govaraaiant should be extremely selective sad b« awara «f these 
iadustrlee whioh, by their very nature, require »art i ealar types «f 
technology sai a pao i fie product ion techniques far their efficient. 
operati one or whioh atiaulat« technological improvemeate aw 
sffioisney in other industries. 

/ 

1 
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Though the growth of  ìnduptry  may   lead to some iis-ilarumwit   of   artisan 

labour the craft» and relatad trade« are not full,/  subrtitutable by  industry. 

Whenever econoaically justified b\   existence of m^rke^.   for their product* 

•B* availability of  local raw matoriiib.   th« artisan et.tor of Manufacturing 

should b« rational li ad and modernized.    On« haa  to  reckon that  probably  for a 

loaf tiae to coa«,   th« artisan tactor of manufacturing  m d sloping countries 

will continue to absorb a aizabl« portion of labour torce« 

In th« aod«mnation of craft  and  traditional   small-scale  industries, 

fiscal and other aeaeurea can  be taken to wBigt  them.    They m if ht be in 

th« fon of i 

Caah grants to purchase machinery; 

Subsidised establishment  of  factory buildings   •industrial  estât« 

Subsidised or low interest  loane  for investment; 

Prévision of advisory and «taneion services paid for by th« 
government  (includine assistance in bulk pur chacee oí   raw 
•at eri al, oreraniaaUon and financing of advertising ci 

(•) 

(*) 

(c) 

(«> 

heM wTtil tarn ITHitf sT9»VrtS»  ueietance m organisation 
of sale« and subcontracting with aodsm  industry,  etc.). 

Whatever policy measures that  a government may  adopt  to promote labour- 

la tema i ve procéseos of manufacturing  production,   one point should be borne in 

alai.    Tlae feet that most of the under-utilized labour in developing countries 

is uaakilleá *ai ésas aot easily render itself to industrial work even if 

laaear-iatenaive process of productif., it  chosen.    Training of such labour is 

aeoessarjr before great er use of their aervices could be aade.    Since from the 

emalajreMBt objective peint of view,  the use of thie labeur is vary desirable, 

the gavsrmsjant should adept aeasures that will promote extensive training of the 

iaéastrial lassar fere«.    While amah of the basic training should be undertake« 

hjr the fs)»eea»smt itself, eaceurageaent should b« given to asaufaoturing 

«t avaria«» t« ami ari aha la-plant mad other trainiag programmée for thair own 

lassas fare«,   fueh saaearafaasat oemld take the fora of outright subsidy to 

«fea aast «f tralala« is th« spesiflo establiehmente and industrias conducting 

traámlaf.    lsvsjsus far swam pregiassi sa eeuld be oelleotea .arougm a special 

all aasMfaetmriag aatahliahmaats. 
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