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The State of Brunci, a United iingdom Protectorate, 1ivs on the
north-w2st coast of 3ornco on the South Chinn Sea, The total &ree
of the country is 2,226 sa, nil:zs about 70 per cent of which is covered
by dense aouatorinl forests, Climatically trepical, 3runeil has a
popul-tion of some 150,000, sixty-five pur cent of whonm are Malays,
twenty-four per cont Chinese with the rest bein- mede up larcelv of
indir-enous races, Fifty~four p2r cent of the population live in or
around the copital, Bendsr Seri Beraw~n, with thirty-one per cent living
arourd the m~rin contre of the oll industry, Seria and Kuals Releit, Malay
is the offici-1 lanruare of the country, althourh “nalish is wideiy

spoken and used,” Brunei's official relirion is Islam,

The country's 2conomy cepends almost entirely on the exploitation
of its rich oil and natural 7rs resources whi:h account for some 95§
per cent of the total value of its exports anl some 51 per cent of its
gross domestic product. dxport earninrs from the agricultural sector
have declined in rccent years and approximetely 80 per cont of its
food raouirements arc imported, despite zovarn ent efforts to reduce the

country's dependence on imports in this respect, Timber oxports are
somewhat rastricted to ensure that local demsnd can be met, Measures
are beinc taken to develop timber processing and manufocturing industries,

Brunei is the twenty-third largest oil producing country in
the world, Some 86 nmillion barr:ls were producad in 1973 worth B$ 762
millicn.yMost of the crude oil is shipped from Seria with very limited
amounts beir: refined in the country., The natural ras liouefaction plant
at Lumut is the lersost in the world with a capacity of some 4 million
tons of 1liruld natural ras per annun, Other thon the oil and the ges
industry, there is very 1ittle industrisl sctivity end practically 211
manufacturad ~oods are imported,

The main sources of Govermment revenue are petroleum romts and
royrlties, income tax (appliceble to companies only) and customs duties,
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The 1973 budrot showed sxpenditures of B 235 million, of which B 43
million went into the Devolorment Fund, Th: 2xnancitur~s from th=e Fand
fer 1973 shouad that a total of By 15 million into civil avistion and
8 11,6 million into th: developrent ~f th: sea=port ~t Muera,

With re- rd to external trade, Brunci recorded 2 trade surplus
of 33 529 million in 1973. One-third of the country's imports wns made
up of machinery and trensport tion 2quipunent with another onc~third
representing frou and memnufactured -oous, The main exports war: crude
oil and petroleun prouucts, naturrl g#s and rubber; oth:r axports

include jeolutong, cow and buffalo hides, papoer an’ sawn timber,

To tum to' social developmuent, the sstimpted literacy rete for
the population ared 1G rears and above wes 69.3 per cont in 1971, There
are two teach:r traininz collepes and two tradas schools, omc for
building and another for anrincering, Some 4LOO 3runel stuconts aro reported
to bde underpoines studics overseas in various subjects, th: ~ajlority
or Government scholarships, ¥ith rerard to h2alth, the Sovernment
movides free medical servicos an' has mde ~reat strides in combating
diseases throuchout the country. talaria hes been rocduced to ne~lirible
nroportions as o r:sult of a WHO-assisted erndication campaien started
in 1962,

Th> first Devcloprment Plon of Brunel was storted in 1953 which
was really a collaction of some projzcts, The second National Dev:lopment
Plen (1962-68) was desirnad to strenitthen, jmprove snc further 'evelop
the econonic, social and cultur~l 1ife of the paople of thc Stnte of
Brunei. It had two broad tergets: (a) to ravsrsc the declining srowth
rate of the country's gross omestic product with a view to achi-ving
a 6 per cont incr:ase per annui, together with an increasc in per
capita income to a lavel of at least 4 per cent; and (b) to n~intain
a capital investment in development at the rats of 12 per cent andv
preferably 14 per cent of th: rross dom:stic procuct,

The Plan slipped in recard to timing and certain activitics
continued upto 1972-73. By the eni of 1972 Bb 492 million had been
axpendod, Th2 implementation of the plen resulted in a lar-e incracse
in roads, the development of the deep=sca port »t Muara, and the
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construction of the new airpert at 3arnciar 3eri Berawan, ‘jewera~c achemes
for Banrar ceri Begawnn ond Kuale Zelait wer: completed and potabl:e
water supplies h v. been introduced to s1l oopulated arcas, The naln
slectric power grid was complet:d and rural demancds arc bein met throuch
axtensions, MNew hospitals for Kuala Bslait and Tutong were coriplated

and ovar 50 séhools end training institutions have been‘constmctcd and
expanded, |

The Plan nlso succseded in arrestine the decline in the ratas of
growth of the gross domestic product, Statistics shou that the avorege
growth rate for 1961-71 was €,8 per cent por annun, Population ov:r
the same period iner-'sod at an annual rate of 4.5 per coat, Tha
ovaerwhelmine predominance of oil an” ~as declined in terms of perc mtare
of the ~ross domestic proiuct, Th: mining sector (oil and eas, including
ouarryinc) with some 7.1 per c:nt of the work forc2 protuced 52 per

cent of the rross ‘omestic vrocuct,

Th2 Third Netional Development Flan (1975=79) has,as its wain
objective, the crestion of employmont o portunitics for some 10,000
persons, Th: Plan also secks to bring about a Jiversification of the
country's aconomy through an accelerated devalopment of the arricultural
and industrial sectors, Thase objectivas are intendsd to recuce the

overdependence of th: country on th: nminin- scctor,

The new Plan is designad to incrsese the 3t-te's GDP per annum
a% the rate of 6 per cent, This incruase is considerad to be » minimum
for aun improvement in the st nderds of living of its people, In order
to ~chieve this prowth rate, it is :stimted that investment expenditure
mst be in the region of B$ 2/.2,5 million pur annum of which the
Government expects to provide som: 33 100 million per annum, The rest
is oxpactad to co from the nrivate sactor, The full amount of the

Govornment input will come from i*s own resources,

The “conomic Plennine Unit created in 1973 is charcec with the
planning resronsibilitice, The Unit functions under the supervision
and diroction of its pras:nt encrpstic Director who is responsible to
the Strte Sacretary and the Chief Ministar of the Stats,

/Sienificance
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Thz sccony’! Nations1l Devilopment Flan jrertly trensformed druned,
Th. e1phasie of the Flan wes, for very .ond reasons, on the bullding up
of cconomic an’ socinl infrastructur=s and considerable succass in thie
field was achizvad, Th: Jovi:rnaent embarked on the prepsration of a
naw Netional Development Plan with the aim of stren~thoninec, {sproving
and further develeoine th» sconoilc, sccial ant culturnl 1ife of the
people of Jrun:i, The now Hationel Devalopment Plan (1975-79) was
formulatd with th> problias and needs of the peonle of the st-te in
mind and is now under implementation, Two 1important recuirements of
the state have been recoonized and its Sovernment has lai” down definite
obizetivas to fulfil than, Thesc are (1) the need to Civersify the
sconomy of th: stats by omphrsizine the development of altermative
occumations with a2 viow to roducing the state's overwhelming dependence
on its oil resourc:s; anc (ii) the need to crwate employment opportunities
for its growing labour forca,

In realizins both th: objzctives, industrialization of th: stote
is baing rclied upon as i n important means, In visw of the smallness
ot the country, the conscquent limdted size of its markst, the dearth
of technical skill and know-how amon: th: citizens of Brunei, and the
lack of an institutionsl machinery for inlustrial development, industria-
lization »f the state has its problems, It is, therefore, ia tha fitness
o¢f things that the problems, the prospects an' the recuirements of
the industrial davelopnent of Brunzi are roviawod and examined so that
approprisrte mcasures may b2 taken by the Gov:rnment to remove the
bottlenccks to its incustrialization,

[+] 213 2

Th IWIDO/MSCAP Rerfonal Advissr on Industrini cononics attached
to the loint ASCiT /UNTDO Division of In'ustry, Housins and Technolomy
of the icomomic and Social Cérmnission for Asir and the Pacific (33CAP)
was renucsted by the fconomic Plannin- Unit, fovirnrient of the State

/ of Brunei




of Brunel to undertak: the followine work:

1, To a’vise on th: stratepy for industrial development planninc
and policics in the contoxt of the broad stratery of the Netionrl
Davelonment Plan, 1975=1979;

2, To identify the specisl problems of, and thc possibls obstacles
to, industri=l Jevelopment and recommend policies and measures to denl
with them; ‘

3. To advise on iniustrirl project development and eveluation and

the preparrtion of a proforma for decision=nakinz;

b, To indicate the main =lements of » small and medium secale
industry doevelopment prorrrmms including a crodit scheme in particular
to frcilitate the operrtion of such 2 prosrrmue; ‘

Se To render advice on the cstablishment, zdministration and
further development of incustrisl cstetes and the appronriate bedy to

manace the cstates;

6, To advise on the establishaent ¢f a training centre to promote
indust risl manpowsr: and

7. To mk= other rocommendations deemed necessary for promoting
imiustrial development,

EBrecoration of the Study
, The study wns carried out in 3andar Seri Jepawan from 2¢ June
to 5 Au~ust 1975 with the support of the Tconomic Planning Unit steff,

My tasks involved discussions ~nd consultations with » lrrge
mimbar of ~overnment demrtnonts snd agencies end other orcanizations,
nemaly, the State cecretarint, the iconomic Planning Unit, the Treasury
Department, the Departments of iducation, Fisheries, Agriculture,
Forestry, Town anc Country Planning, Labour, Forts and lands, ths
‘anei Shell Patroleum Company Ltd,, and the Bruneil Liauefaction of
datursl fas Ltd,, U,X, High Comission in Brunei, the Brunei State
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Chamber of Comierce, th- 3runel State hssociation of Banks, Brunei tlseum,
Lian; Hongy Incustrial leveleopient Compeny anc F,3, & 3ons Tradin-

Company, The exchon-'esof views with thz ropreaszentatives of ~overnnent
departaents and apgencies and private inwustry on ths present position,
probl :ms anc prospacts of th: industrisl cevelepment of the country

were very halpful in th: preparation of the ronort,

I woulc 1lik: to point out that the repeort is the work of a short
period of a one-mPn mission for six weeks, lMoreover, tha turms of
reforence befor: the mission wor> comprchensive, The report is, thereforas,
bound to be of a nreliminarv nsture, It has, however, soucht to identify
the min arzas where action should be taken to promote the development
of industries, mrticularlv of small seale industries in the Stﬂté.

Chepter I derlc with the backaround of cconomic ond soci~l planning
in Brunei and the main obj:ctives and stratorizs of the third Natjonal
Uevelopment FPlan, 1975-1979, The need for smphasis on industrial developmant
is emphasizod and the measurazs snd policice to facilitete it are pointed,

In Chavster II, the special problens of, and the possible obstacles to,
industrial development in the State arc also pointed out and the policies

and measures nac-essaw“to avercome th:n, are advocated, 1In Brunel the
matter which is of particular si-nificance is th: cevelopment of smalle

scalc inuustries in vi:w particulerly of thc small size of the domestic
market, The clenenta of a small industry cevolopment prosramme on a
comprehensive an' on an intereatod basis is, therefor:, elabomted in
Chaptor IIT, An =ssontisal infrastructural renuirsment for frcilitating

the industrinl cevelopment of Brun.'i is tho sotting up of ~ limited

munber of industrinl est tcs in suitable locations, The plannin:,
dav:lomment and the mann-ement of the est~tcs renmuira an urcont attentiom,
This subject r:ceives consicaration in Chepter IV, T™or a now storter in
tha dovelopment of industrics - local crsfts, smnoll-scale and larpe-seala
éme assontial rioudremont is the identification, formulation and
annraisal of industriel projects so that the “ecision-making process

for industrinl developrment i3 fscilitetod, This imrortont sspact of
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infustrial development is exeninad in Chapter V, One mijor handicap in
respect of the development of manufacturing industrice in the strte is
the lack of technic~l -pn-powor at all lav:ls, The nucstion 1= bri:fly
axamine'! 4n Chantor VI and the meesures to iaprove t'» nosition in this
pesnzct ar: suracstou,  In Chapter VII, a briof observation is mae on
strentthenin- the mechinery for inlustrierl J2vilopment planninz an”
volicics an¢ for th- co-orlinetion of the industrinl efforts of the
~ov:ram-nt and th: privat: entreproreurs, 1n the concludine rmarks

in Chapter VIII, ernphacis is placed on buildin~” up the local incustrial
skill an! enterprise and on runei's participition in th: ccveloprent of
co=operctive industriel projects on a sub-reziomal brsis, The main
recomnencations crbolyins, amonz other things, suzpestions as to how
intcrnetional orcanizations, nanely, UNT .0, FiO, 153G P and oth-rs

can assist in facilitating and acceleratir~ the stote's industrial

development are riven separat:ly,

I had mArny m=otines with Mr, Selam~t bin "unap, Director,
“%eonomic Plannin~ nit »nd ¥r, Chua Phen~ Sionc also of the Yconomic
Plannin~ Unit and ~p-ntly benefited bv their views on the subject
matter of this renort, Professional snd 2diinistmtive asaistonce
wns vorv libarally ~iwven by Mr, Chuam Ph-n- Sionr and oth-r staff
memb.:rs of the iconomic Plannine~ Uinit, & Jdiscussions with the haads
of the various rovernment departments were cordisl and very useful.
ty two metines with fr, J, Heliilay, Deruty Re-iomal Representative,
Unitad Nations Develooment rrorranie, Kuals Lumpur, were very instructive,
I hau very inspirin;s and fruitful discussions with P,N,D, Panciran
Abdul ib1in bin Penciran Haji Ismail, Chief 'Hnister of the Stete,
Date HojJi /buul Aziz bin Haji Umir, State Lecrotary, Mr, Sclamet bin
tunap, Dirsctor, iconomic Planning Unit, h,., Mr, J,/, Davidson, OBs4,
Hi~h Cemnlssioner anu iir, J.,w, Moffat, First Secreterv, U,¥, Hirh
Comalssion in Brun=si, T anm very rrateful to than and other officials
cf the zovernaent < :partmants for the help and ~uicance they hsve
riven me in the preparation of the report and zlso for their kind
hospitality,
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R:COM INDL T IONS

In the bedy of th: report, various suncestions or reconwndations

have bhaen mede, Imnortant rocommen.ations ar2 put torsther in this

section,
1. Tile the crantion of th.. .conomic Plannins Unit in 1973 has
rirhtly buen considered to be » very useful nlanninr orranization, the :

Unit neo>ds expansion in cortain “irections, In th context of an
in’ustrial ‘evalonment prowrsmne, it is both 'esir-~ble and nacossary P
to stren-then th: Unit by aidine an iniustrial devalo,ment suction

with an industrizl Cevelopnent or promotion officer in chare, The
creztion of an industrial devclopment sectinn is of cpecial importance
in view of the fact that, in the acninistr tive set-up ef the Stoate

of 3run:i, there is no Jdepartment of incustry, The pronosad infustrial
developaent soction will fill this prp and will strencthi:n the planning
machinery for iniustrial devclopment, 3Such a planning section of the
weononlc Flannin- Tnit will still be necessary cven when the Brunai
feononic Uevilopment Joard st: rts functioning, because the Board 's
functions in relation to incustrinl developasnt will be concarnod more
with operationnl activiti»s than with in'ustrial cevalopment plenning
cn n nationrl brsis, [Ehaptrer- ;7

2. The existin- s:ctions of the icono-ilc Plannine 'mit are (1) Humn
Resourc2s Devilonmant S:ction: (11i) Vatural Resources Devilopmant Section
(111) Project /-praisal an? “wvrluation section: and (iv) Stotistics
“ection, In nara T, the cr:ation of an iniustrial developm:nt s=2ction
hes been stroncly recomn:mded, In Brunei, there is no orrenization

to undertak: rescarch-s on socio-zsconomic problems, The importance

of ros=sarches on 2conode and social nroblems for planniny cannot be
isnored, In the absence of any such institutionel arrangoaent for
acononic and socizl ressarch in the State of 3runzi, the conrnic
Planninc Unit, as an organization concarnad with the problems of ovorsll
econonic anu social devclopment of the state, is th: appropriat:
organization to make a bepginnins in this arca by creatinz an icono—de

anl Social Research 3ection to be headed by a wellequalifind and experisnced
parson coupetont to orranize initially rosczrches on s2lecta’ nroblaems

/relevent




relevant to cconondic and socierl development in the State of SBruned,
ﬁhar\tor ﬂ

3, The formulotion of th: National Develonnent Plan, 1975-1979

has baen th: first attempt of th: “conomic Flannine nit in pr pering

en intarratod plan for the Stote, “hil2 this hes ben » corm=ndabl~
affort on th- part of a voun~ plannin- sr~aniz-tion, the plan i= a
skal-tal outlin» needins = lot ef mezat on its bon@s, To sixt-en

sactors allscations of Government invist—ent have b-en mede for the
period 1975-1979, “hile such allecaticns are hornl to be tontative and -
roush 2stimtes in aany cnses subjeet to subscousnt ravisions, scoctoral
allecations te be mraningful shoul!! be supported by well-concelvad,
viable and —oorl projucts, To cnsurs this as far a8 practicable, within
the constraints, each major dupartiznt of the fovernimt should have &
programaing unit charizo¢ with the function of identifvins and working

out wall-justifiol precjects feeuinr cach szctoral orogreame, In Brunei
where the history of plannint is rather short, ther: is, thercfor:, a
strons, case for creatin. progr: mming unit or cell for each important
soctor lookud after by a e jor povornment cepartment, Some such sactors
are agriculture, in‘ustry, acucation, forustry, public vworks and
utilitics and the lik:, The activitics of such units will ~ive a raalism to
the contnts of the Jationsl Devalopmant Plan, It may not be Jifficult
for the major departments of th: fovernmant to provide for such prosreamming
units within thom by roorcanizine anc a’din- to their oxistin~ staff
members, Ehantfer ;7

k. /s prorrommin~ is o hichly tochnical job, it is rocoTenied that
the Sovarnment of Brunei shoul ask for the services of the UNTDO/RSCAT
Rerional fdviser on Industrinl Plans and Policizs for a noriod of at
least 3 weeks, The /dvisr will assist th: departrints in ori-anizaine
small proaraming units anc will formulate rulcdelines for thair work,
This step will achieve the objsctiva of the conomic Plannin~ Unmit to
strongthen the process of planning by ast~blishins th: rirht kin? of
ervaniz-tion for plannine at key levels of :overmment and to ~uide
departments in formlatin: concrete action prosrrames in s2lect. sectors

fer <:2ling with critical uroblems in their rispective arzas of

/responsibility
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responsibility, ach cepertment shoul set objectives for its soactor

anc propare suit ble policy packagus 21 project lists in 2ach ar:e,

The Gconomic rlannin., Unit should :nsure co-orainetion of 211 this

developnent activity within the Governaent, This procecs will assist

in thc elrbor-tion of th: M~tion~rl Devzlopment Plan, 1975-1979, which 1s

much dasirecd, ﬁhapter 17 .

5 The Hovernment of Brunei, workin~ throuch th: British Hich
Comissien in 3ancar 3eri 3e-swan, should profit by the technical
pssiast-nce activities of the United Nations aroncies and bodles, There

is as v2t nnt orovision for U"0F country prorre-mine for Brunei, It
should be possihle for the statc to profit by the introruction of

the UNDF countrv pro-remmins the szcomn’ cvele of which be~ins in 1977,

The esrmarking of »n II'F of on npprevriate ~mount (sav, US$H 1 million,

to suraest vory tentativily), for the second cvele of UNDE procorsaming
for th» state will op:n the way for more affective Unitaod Yations
technicnl assistance porticularly in the ficl’ of acricultural and
incustriel aevslopment on which consicerabli anphasis has recontly

been placed by the Jovernment in their efforts to diversify the economic
structure of the country with a view to reducing its overwhelmdng
uepenuence on oil and gas and te create altern~tive avenues of

employment for its growinz work force., In the context of th: Government's
strong int.ntion to .ivorsify the economic structure of the stete,
agriculturcl development and the dev:lopuent of alternetive incdustries,
mostly aedium and suall-sized, will pley an important role, In the
developm:nt efforts in thesd two specific an. other areas, the Tovernment
may toke odventace of the UNDP, UVIDO and Fa0 technical assistance in

the form nf cxperts »nC consultante bv initisting and dzvelonine » UNDP ‘
country precrerme for Brunei, Funds in this respect need not be » problem
if th: Sovomment will like to work out, with thasa orssaizations, coste-
sharine an! funds-in-trust srrancomonts for th: purpose of obtaining
tachnical ~ssistance, [Ehantur T & I_I]

6, In 1975, two anactmants of considerable sirnificance from the
point of view of incustrial dovelenment of the steote havc beon passad,

/mamely,



noncly, the 3runei sconomic Vavelopient 3oard ‘nactment, 1975 and the
Investacat Incentives dnactaint, 1975, These snrctaents have harpily
coincided with th. berinnin: of the National Develonnent Flan, 1975-1979,
The 2stnblishment of the srunei Sconomic Developaent dorrd will provide
a fromework for the cr.otion of institutionsl arrancements ncedad for
incustrirl dcvelopment, It {s racommasnded thet, uvw'er the Boarc, the
following institution=l arrancearnts for industrial develonment ~re
crantad ns narly as possible: '
(1) In‘ustrial Devslopmeat D3vision:
(11) Incustrial 7stetes Devilonment and Manarsrment Division; and
(111) Incustrial Oredit and Investment Division,

7. The functions of th: ficonomic Dev-lopment Borrd and its
constituomt divisions will be oper~tionz i rather thrn policy=rnkins
restinc with tha St- te Government, The three divisions of the 3oard,
concern>! with the vital zspacts o” incustrisl develonment will work in
close liaison with th: .conomic Planning Unit perticularly, th: pronosed
industri»l developmcnt section of the .conomic Flannin~ Unit, th:

finencine agencies and the entropreneurs for th: purpos: of promoting
{ndustrialization and investnent, The Brunsi iconomic Development

Boarc is expected to be orranized initially on lines very similer to those
of the singeporc .iconomic Levelopaent Bosrc, and the officeors ssloctec
for the Board are bein: fanilisrized with the orwmnization and wvorking
of the Singmpor: Bosrd, 'hil: this 1s uncoubtedly a step in the rizht
direction, it is recommended thot the Governamt of Brunzi acting through
tha British Hizh Comalssion at dancrr Seri Borawen and UNDP office
should scck the sarvices of a UNIDO incustrinsl adviser hevine treining
and oxporionee in industrial economics and finance, for 2 pariod of

at l:ast six onths to assist the Toveranent in building rnd orrenizing
this important institution on sound lines, [Ehapt:?r‘ 117

8, #{th the streacthening of th: machin:ry for industrial devalopment,
as suceostad sbovz, the fovernment shoulc make clear its int-ntions in
rex-rd to industris1l development by layins down ths objectives armd the

/measuras
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\
measures for raalizine thom, A clsar-cut strteouent of an industrial

policy includin: thc strrtezy for industrial development, the acdninistrative
procedur:=s to be followed in promoting imcustrial investment, the use of
incentives nas »roviied for under the Brunel Investmnent Tncantives .'v.‘ct,

the role of torsirn investmont and mana toment, ate,, will facilitate
industrial dev:looment hv enccurs-ing the participation of both domestic

and foreimn entreprcneurship and invastment, [Ehaptf-‘.r 1;7

9. The cevice of scttine up inuustrial estates or areas has been
accepted ~s onu of the best m2ans of facilitating industrial development
in the developed anl developin: countries of th» world, Industrial
astetes or arcas have been used as an approved metho! of orcanizing,
accommodating and servicing industry »nd are recosrnized as an effective
means of promoting industrial cevelopment, modernizin: industrial
enterpriscs anu enhancine their productivity, In the State of Brunei,
ths only larpge scale industries are the oil industry at Seria and the
associated nmatursl gas industry at Lumut. These majer industrial
ontorprises have acouired their own site reouiroments, have their o
expansion plans and have made provision for their additional land
ranuirenents, The Jovornment of 3Brunei are now trvinz to develop a number
of larme industrisl projects for implementstion ani also to formulats a
ororramme for the dévelopmnt of smw1l and mediun=scale industries, An
ess:ntial reonuirement for an industrial devalopment prosramm:z is the
develonment of industriasl estates or araas which will provide the cntrepreneurs
with devaloned factory sites with the remuired basic services such as
electricity, water, 7as, commnication facilitizs, ete, In Brunei

where acnuiring or lcasine land is a ¢ifficult problem, the policy of
establishing industrial ectates ~nd the carmarking of industrial areas
or zones which will preatly facilitate the ~rowth of entrenrencurship and
investment shoulc be virtorously follewed, /Chapter I\_(7

10, In the absenc: of any exdistin; orsanizstion specifically in
charge of the development ol incustrial estates or areas, the Town
ang Country Planning Office has identifiecd 10 industrial areas, in

the whole country, taking into considerestion the lans-term land

/requiremente
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roauirenente for industrial development. i policy of demloping industrizl
ost-tes or arsss on a priority bisis shoulc be followed, There sr: four
existin- industrial arsas = onc in Kuala Beleit (69 acres), two in

Seria (5.5 rcres and 25,5 acres) and one »t Muare (100 acrzs), 4o

prrt of » short-term policy, thess ~rses should be fully teveloped and
stcps should be taken to see that thise aruas ar. occuplod, fiso as
psrt of the irmadiate policy, th® old airport with an ar:a of 140

scres nenpr Bandar Jerd Be~nusn should b cenverted to an industrinl
astot s without furthir 'clay so as to meet the sito roouiremonts for
1\rﬂustry. fradunlly the development of other industrial areas such as
the areas nt Gadan~ =nd othor places, »s id:ntifiad by the Town and
Country Plennin- Office, ehoul- be tok:n up for developmont by strges

as th> 1o~ recuirements for industry iner»ase, ‘s alrcacdy sus-oasted, the
Incustrisrl state Levelopment Division of the Brunel “conomic Development
Board should be placed in charz: of th: dayvelopment an! manaramont of
industris1 sstates or ar-as, This Divisinn, of course, will work in
close co-operstion and co-ordination with the Town and Country Planning
Office for the purposg of cevaleping industriel ostotes or aroas, The
Novarnaont of Srunci should seek the services of an industrial estrtes
planner from UNIw fér a period of at least three months to assist the
proposad division of the Boerd in this specific field, [Empt‘?r 1!7

11, Th: = Jor resources of Brunei are oil ant liquefied natural ges
which have boen developed and exploitad by two larpe scale enterpriscs -
(1) the 3runei Shell Potroleun Company Ltc. and (11) the Brunei LNG
(Liaquefisc Natural 3ns) Ltd,, as the two oxport products of the State,
fpert from thes: lari: scale hichly cepital-int.nsive enterprisos
employinz torsther som: 3,000 employes, ths St-te has the potontiale
for th: devoloonmt of a number of sizable industrial enternrices based
minly on local raw metorisls, Soac of these projects ares

(1) flass mnufecturing projzct bas:d on locally available
silica sandy

(11) ‘mmonin snd urea project based on locally available
netursl -2s;

/(114)
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(111) Pulp an! paper project brsed on local raw met.risls;
(1v) 3ace precessing plant;
(v) Timber-complex basad on locally availablc forest resources,

[otepter 177

12, The prelindinary firsibility stuiiee of th: projecte mentioned abowe
have baen conpletad by the concerned companias or consultents, These
projcets are now undior the consideration of the Sovermment for furthar
action, 's Brunei is a small country 'with an oxtromely linmited domostic
markst and technical kmow-how, thesc projects will have to be developed
ae jJoint vontures with substantisl forsirm perticipation in rzspaet of
both canital and technical know=how »nd will have to denend predominantly
on axport markets for thair nrolucts, % perustl of thz developnmnts

in reg ri to sone of the projects will perhops show thnat, inspite of

the willingnass of fore=i n capital anc enter-rises to participat: in

the developaont and impl:mentation of those projects, the progross
appears to be very slow, It is, therefore, recomionded that st least

two from among these projects are s2lected by thoe Sovernment aftor a
eareful scrutiny for implemcntation as joint ventures as enrly as
possible without further dolaying action, oLven the implementrtion of

at lcast two sizable menufacturing projects which may appear to be

the mpst proaising ones will havs 2 consicerable impact on the industrial
development of a small country like Brunsl and will strongthen its
economic structurc by broacdening its industrinl base, uch concrecte
action will further stimulato the orocass of imdustrial 2nd 2conomic
growth, [Cheptor 117

13, The Govarnmant of Brunel should actively promote the devclopmant
of small and medium~scal: industri:s which will mostly satisfy the
re~ruiremrnts of the domestic market, with approrriate incontivys as
provided for under the Investment Tncentives aactmont, 1975, by
encour?7inz the mrowth of local initintive and entropreoneurship, and

by utilizin~ locel raw moterials as frr as oeacticable, The INIDO
Advisers workin~ for the Government cof Brunei carlier emphasizod this
aspect of the industrial Cevelopment of 3runci ~n? the Government itself

/is now



15 now contemplating te cncoursce tha growth of small and medium-scalse
indusf.riaa in the 5t-te, The present adviscr stronsly recormends the
developnont of an intorratad and well-cooriineted pro-srrrme for the
develoment of smell and medium scale imdustries in Orunei mainly

in th> 1irht of lecel 'zmanc conditions and raw mmterial aveilabiliti=es,
Lhent-r 1177

", Brunei is a small countrr inhabitsd by some 150,000 peopls,

The countrv is well endowed with oil an’ natursl ras and hunce can

afford to, and dors imoort, almost evervthine it nceds from abroad,

In conformity with the presant fovernment policy of reducine such
overdapendence on impeorts, Jdiversifyinz its 2conomic structure and
croating alternative avenucs of »mployment, it will be a wise stmtapgy

to adopt a policy nf r.ievuioping appropricte import substitution

industrizs to which import statistics will ~ive clues, 4s th: market

is smnll, the development of small and mediun-scale {ndustrios will

mak3 a useful contribution to achieving this objectivz of the pelicy,

To strengthen the institutional basis for such a precremme, it is

strongly recomuaenie: thot a "Small an’ Jedium Se»le Inlustrics Development
Jection” is creatoed under the proposad "Industrisl Develepment and

Promot ion Division® of th: 3runei Bconomic Development Zoard, Ehapt-:r T.II?

18, Apart from the lock of institutional bottlineck to the industrial
devclopment of Brunsi, which is now b.:inc remove’ by settinr up the
iconomic Devolopment Boar', a shortace of traine »n technicnl personnel
within th: country at almost all levals has ~cte’ 28 an impe’iment to
acononic an’ socisl "evelopment, It is intercsting to net: that a

fow vounr univ:rsity ~ra'uates who wor: subscouently trrine’ 2t the
Unite’ Nations recional institutes are hol'in some koy nositions in

the Government an' are ‘oin~ vrluable work in the fi~l' of 2conomic

an’ socinl 'ovelopment, It is recommon’e’ that the Government of

Brunei shoul 1incriasingly trke a'vontercs of the treinins focilities
awilable within the ..3C.I rerion by sen ins its officers to att:n’

thair rorul r an specializéf courses in th2 izl of cconondc anc

social plenning, statistics, ':velopment a rilnistration, <evclopment of
suwall an . madium scale in ustries, projsct ('ev:lopment an' appraisal

an' the like, Lahz-*pter Vﬂ p
1€,
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16, 3esi'es, it is n'visable for the Zovernment of 3runci, actingz
through 3ritish High Cemmission an' the UNDP offico, to remu:st the
rerional an’ internationnl trainin- institut~s to hol’ country courses
in 3run~i on th~» i'entifis’ neae’e’ arcas un sr which arronrement a
f=irly -oo' numb:r of nffic2rs concern>! with "evelopment work can be
troiné' at Aan: tim, It will be vory uszful if th. Sov rament coul?
=nebl: its sunior officcrs conc 'rn @ with sconnmic ~n  social '.volopment
to att n th: troinins cours:s orraniz:! by th: Iconomic D.vclopm:nt
Institut . of th: Intornotionnl dank for R.construction an’ D.v. lopmnt
(I3i), in a ‘ition to thuir takin: a'vanta-us of th. cours:s or~aniz .
at the recional institutes, nem:ly, th.: UN Asisn Devilepm:nt Institutc,
Banckok; th: iAsian Statistical Imstitutc, Tokyo; anc the Centr. for
wevelopment iministration, Yuala Lumpur, [(-!hrpt,ur Vﬂ

17. a8 regerr's the hizh lovel technical sne s ministrative personnel
rooudrod for larg: «nt:rpriscs lik: Brunci 5ncll Patrol :um Company an”’
‘Srunci LN Lt .., tho country has hoavily cponlc on xpotriaté porsonnel,
The samc appli.s to other erpanizsations whoere highor lovel porsonncl

of th: a'ministrative an maneacrial gre’: ar: recuirs’, The citizeons
of Brunci with gmoeral 2cucatlon ars roport:’ to hav: a pr.of .ronce

for "white colle e Jobs ecither in th: fov:rnmont wh:r: tho oportunitiecs
for work arc oxtromcly limit»! or with othor er~anizations, With such

a praforonee, thoy are not very inclined towr's teochnical 'ucation
or2pering thom for lower -rn’c technical jobs, In tho uwvont, thor: 1s

a scorcity of treinzd personn:l 2t all lev 15 ~n’ the country hes to
substantially ‘cnen' on immisrant work:rs from some /asian an' othor
countrizs, To imnrove th position of t.. countrv in r-spcct of
tcochnical skill, the Gov.rnment shoul ' consier er-ating further
treinine t:cilitiss to prowt: in ustrisl mon-pow:r, ﬁhﬂpt ’r V17

18, There ar» ¢t the mement two tre ¢s schools - the Tngincoring
Trr- e ochool at Kuelr Belait ane the Buil'inge Tra':s Ochool -t Banlap
Seri Bopawan, In the Zngincering Tra'cs 3chool, trainin: is iven in
cluctricity and rofrirer-tion, fitting, vehicle an zutomobils mechaniem,
weldlne an' fabrication an t:lccommnication, wheroas in the Bull'ing
Tra ws ochool, trainins ie provi e’ in carpontry, bricklaying, polishing,

/plumbing
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plumbine ~n' construction work, The dnimum é‘ucation?l aunlification
for »'mission to th» treinin~ cours: is = .p:r ss in at 1:2st on: subj:ct
of low:r cortificrte of :'ucotion uxaminmation an th: 'uration of th.-
course 1s 3 y.ars len'ing to a cortificete of Clty ~n' Suil's (Lon 'on),
L reorsznizotion Af the tochnical trrinine courses ~iven by thess
schools is now un «r activ. consi’ ration of th: 7 ucation Dupertment
an sch.mvs ~r: beiag work::! out by thoe Uipartmmt with the help of

an export for consii.ration nf th. Gevernacnt, @h:\pt r Vg

19, An interesting sucpostion ef t,hc expart sceks to el wiih an
impertant sociel an  slucetionel problom. “while the boys an sirls

corae to schoel, many of th.om 'rop out b:forc compl:tin: their school

¢ ucation an’ it is thesc youne people whe are looking for jobs but

who cannot b rainfully 2mploy»’ in suitebl. work beceusz of a

lack of any skill, The :xport has surecsto’ the startine of short-term
tachnical cours:s particularly for this caterory of youns p:rons anc
alsc far oth:'rs who n.e’ jobs but hav: not acruirs’ any skill, Thuose
courses inten'ed tA ~ive thom on=th.o=job trainine will cover such fi:lds
as carnentry an' loinery, briéklﬁyinf’ an. knittinz, otc., an’ W1l be
or~~nize' by utilizine th: f-cilitios availabl: at the Buil'ine Trres
Sehnol, This. alyiser 2lse recommen's the a’omtion of this specifice
sur~ostion for short-term inlustrial courses which are expocte’ to
pro'uce the esirc’ result of trnining thes: who nce! treinins for
iovaloping som: skills, The usirebility of runr-enizing the courses
av~-ilable at the existing schools on :ff.ctive an' soun’' lincs nce to be
carcfully cxamined, In ustrial tr-inin,” courses shoul’' be a pert and
pareucl ~f the trainin;'; institutes of th: country an’' as such the i'se of
sutting up 2 new i ustrial training contre 023 not apperr to b2

uscful, [Chapter VI/ .

20, B.si.es th: Trades Schools, the Brunci Sholl Petrol:um Company
meintains an .rtisan Training ochocl wher: its potential cmployces are
trainsd in engincering traces, This school alsc provi'es training
for op:rators far c¢mploym nt in the Brunei G Plant, +hil.: tachnical
trrining ot the low »nc me'ium lovels in Brunci is bodne or mey be

/terkan care of
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trken car: of in th. wars mention:® above, th'r: ~ppzers to be » strong
casc for initistine 2 prorramms for tr=inins abres” (in both Asirn an’
non=Asian Countrtss) an incrasine numb.r of 3runci citizens in hicher
level :'ucntion in such fi:1 s »s neincoring, m o dedn:, conomice

an. comm.rc., accountancy, business a'ministration an' th. 1lik , 3uch

a prorramm: will vi:ntunlly freilit-te th: replacomont of the hichor
rrac. xpatriot.e personncl by th. citlz.ne.of Brun:i, iv.ntually p:rhape
th. Gov.rom.nt shoul: go in for th. .steblishmont of a coll.o-: or
univ.rsity provi.inz for hiher 1.aming in thes: fi:1 s. [C.ﬁ?pt r Vl?

21, The Gtate of Brunoi 4s well locatoed in r.lation to South-cast
hsia, tho Pacifle Rugion, sustrall~ an’ Now Z:alen!, The country has
mo...rn infrestructur-s in th: fom of 100. roa’s, and air an! s.o
transport, Th: hctol facilitics arc bulng crot-), The country hes a
sc:nic beauty an souc tourist int:rusts such as th: mussum and the
'Kampone ‘y:r' = th: wat 'r villares, The country has the potontianls

for th. tonrist tr-dc, It i, therofor., recomm n'cr thet the fov:rmment
of Brun-l shoul’' initi~tu an active policy of p orotine the tourist trade
ant ~ive pr:forence to th: rrowth of s »vic. imvustrics in silecto!
aroas to attr-ct tourists, Thc eroation of » tourism promotion Boair
will b a 00! borinnint in this rosneet, [Ehant: r II7

22, Curr ntly an attompt has boon initi~t.' in the State to roviwe
int-r.sts in local 2rts an’ crefts such »s wiaving, pro’uction of
silvir weros an' brosewrres, brsk:try, woo' carvine, ote, Th: setting
up of an arts an! crnfts treining contre is in han' an 2 su+ of

B$ 220,000 only was allecatud by the Gov.rnant for this purpos: “uring
1975. This 1s a lau’able attcmpt which, 1f carricd out, will stimulate
the agrowth of cortain types of small inoustrics in th: country and

will cr ~te ooportuniti.s for cmploym:nt., Thu schoms 18 suporvisad by
a well represont Lovisory Counittec of which th. Chairmen of tho
Public Scrvice Comnission is also thc Chairmen of this bory, Th: schome
nsxs to be made offuctive by substentially incrunsiig the fund for
the projuct, [Cheptor ILJ |

/23, The prosent




23, Th: pres:nt ='vias:r's roport 'cels mainly with the nroblems and
nrospects of in'ustrial ‘cvalopmont in the Stat of Brunci, In‘ustrial

< >velopment, however, cannot b thoucht of in iselation an’ hes to be
r-lat 2! to th: oth'r s.:ctors or sub-scoctors of th:‘ aconomy, Unliko

most oil-nro:ucing countris of the 1i'¢l. Tast, Brun:i has som roo'
a‘*ricultu‘ral lan’ only a small propertion of which is cultivate’, The
country imports about 80 pur cunt of its feo' requir-ments, It pro'uc.s
som: 20 pur cont of its ric. consumption, Th: contribution of asriculturc
to th: uross domestic prouct is norlirible, There is a lAw duponionce .
rn aoriculture for living becnus: of high labour costs, the problems of
land rights and perhaps th. attitu ¢ of the people, The ov:lopment of
asricultur: in Brunci proscnts - ifficultics but th:sc should not stand

in the way of cfforts to incroase its contribution to the nationsl

*conoigy by meking arricultur. an attrrctive occupation to tho peopls of
S8runci, Famin: in Jdrun i ncecs to be intensively leveloped on comzercial
lincs an: shoul b intograto! with in‘ustrisl ‘cv.lopwnt, It is of
ereat inportance to investisate the soccial wrobl ms of, an’ the ~bstacles
to, arrienlturnl Jov:lopm.nt in th: country and, in th: lirht of the
fin'in-s, to cvolve an » :ricuitural duvelooment policy which will halp

to brinrs about spcial transformation in the countrr. The Govemmeont of
Brunei shoul appreach !"DF for th: s:rviccs of n UNDP/F O joint mission
consistineg of A ‘‘ovilooment cconovist an’ an arricultural sciintist for !
a perio. of four months (2) to inauire into th: {nstitutional probl :as ‘
inwolv. in acricultural ' vwa:lopm.nt, (b) to work sut an arricultural
devilonmont oreeramn:, (¢) to in'icate the linka--s butween such a
progrsmn: an' in ustrial 'cv:lopment ~nd (') te suroost pelicy monsures
ronuir.! to iaplom:nt the programme, [Ehppt-:r 1;7

24, It must bc smphaciz that in the Stat. of Brunei them is a '
neeuw for tectmical nssistanee in various fi-l's, Th: fovernmnt of |
Brunei shouli be abl: to inereasingly use tochnical assistance rvoilable

from Unitol Nations accncics an bo 'ies sach as UiDr, F.0, TLC an¢

UNIUO, as alreay strussad, for historical romsons an’ political tivs,

thu country is tdo .‘cpenuent on UK for technical assistence, The

/Governmont




Gov:rnment shoul! Lry to « ivorsify th. sourc:s of its tuchnical
assistenc. by accking it froa oth.r countri.s as well, particul-rly
fron somc cwvelopin: countrics of wsin vhich coul ' substrntinlly assist
grunci in its Jdevolopiwnt fforts perhips at lower costs,

2s, Lestly, it st b recognizoc that the economic position of
Brun<i is vory difforent from that of the asny other ¢ svelopine countrics
of the 35C.. rurion, Brun: is n srall country with ~n ar:n of 2,226
sruar: nilus inhabit ' by a 1littl: over 150,000 pzoplu.’ Th> country

1s woll n-ore with oil an’ 728 which ar: an will r main the aain
sourcos of its inconz for -Brny yesrs to com.- porhaps for 30 voars or

8o, accorlins to'th: pr:vailin~ viow, Th: por canits incon: of its
p:opl: is w21l over US$ 2,000,00, This sccure situntion may heve

erert>’ @ seons: of comnlocancy in th: ain's of the nuoople of 3Bmuni i,

which is, howov'r, not con .ucive to ite sconomic an’' social prosross,

Ths main resources of tho country ar: subj-ct to 'onl.tion an' th:
Gov::rnmont will o well to brins nbou® an awer-n:ss of this fact among
its people whose perticipstion in the Government's offort to promote
reonomic ani socirl well<b.in: is of paramount importanc:, [Ehnntc:r VIIﬂ
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1. Th. historv of .comonic planiines ia 3run i o2s bock to 1953
when a plen for cconomic =n  social ‘cv.lopaunt was formulet. for

th: p.rio', 1953 to 1958, That plan w~3, how:vur, 1little mere than

a celloction of projects ~ mrinly infrestructure prejzets - for the
creprtion of physicnl an’ basic sorvic s, “ff ctiv: ">v:lepmont plannin~
in 3run:i, however, baon with th: launchineg of the National Development
Plan, 1962-66, which was ‘esivne’ to stronsthen, improve and further
devaloo the :conomic, social =n' cultural 1if: of the poonl: in th:
State of Brunci, Tho plan lai 'own as =many as fourt:en ohjctives,
These objcctiv.s ar: ~ivon in fnnex I of this rorert, Th s were many =
aconomic, physicel, social an’ cultural, Tt is <ifficult te say what

the nricr of priority was or whather any such or'¢r was roa.ly work

out, How.v.r, from what tho plan actually achi-ve, it coul” be
broadly ~ather<’ thet the plan was ori:nt-’ to th- croation of :conomic
an: social infrastructurces in th: stato which he' simificant inpsct on
{ts mubscquent :conomic development, '

2, The plan stipulated two broa. terre*s: (a) to arrest the declining
tren’ in the rote of crowth of the rross Jemestic pro'uc’ and to increase
it by at least 6 por cont pur annum an' the per capita. incom: to a lovel
ef nt least 4 pur cent per anmum: an (b) to saintain th: ret. of capital
form~tion for Jcvclonment ot A lovel of 12 per ¢ont to 14 per cent, It

slippod in ree rd to timines an' cortain activitics continue:' upto 1972,

By th- »n’ of th: y .ar 1972, B$ 492 million ha’ b .:n sp.mt unc'er the plan,

3. Th: implomentation of the plan ma'c a substantial impect on

th: Stat: ef Srunci, Th: total miloare of main (sealed) ron’'s incraased
from 178 in 1962 to 274 in 1973, There is a fin: notwork of roads in
tha Tomburons (istrict which is seperat.:! by ana an’ a pert of Tast
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Mrlavein from the ~ther port of th- country., Tho compl.t .’ . icpsoa

pert ~t iwarc anl th now 3runei internatiomal . irport have facilitated
tne epening ~f the country to sca-born ~n alr-born: traffic, rospectively,
Th.. win povul tion c.ntras, Kuala 3.1eit &n Banar Seri Berawnn,

have emapl too. 3owornye schemes ane the supply schomes for potable wator
te a1l s.ttl:. arsas ars well undor compl. tion, The main wlectrical
power ~ri. has b en compl.te’ an thi: supply of clectricity is horar
oxtont'x to th. rur~l er2as, The now hospitals ot Kuelnr Boleit and
Tuton® w.r. conplot.( for operation, Fifty aschocls anc trainine
{natitutions wer: built anc oxpan‘ed, In 960, nbout 48 per cunt of
th: population was literntz; in 1971 the percentsre ros: to about 70,
These rchi:v:monts would show the succiss of the plan in the fi-1d of
seonomic an' social ov-rh-ace hevin- far-reaching implications for

Yrunci's ceonomic an’ in'ustrisl i2velopmient.

L, Until 1962 th. ~ross Jomestic procuct of th: country ha! »
feclinine tron, but sinc: 1963 it he' an upswing and bt en 1961
an’ 1971, th. av.rec: ~rowth rote in ~ross lomstic procuct o yoar
vas 6.8 por cont, The porulati:n in Brunci incrumsed at an snnual
rate of 4,5 p:r cunt batw:en 1960 ~n' 1971, Thoso firurcs show that
an ¢ncour~rins frowth (i t-oke plaes t'uz to thc operrtion of the
sccon. plan, although an nssessment was ron srod 2ifficyle begrusa
rf the lack of any rclisble information sbout the private s:ctor

invistment which Was no coubt frcilitntod by the nublic scector

investaent,

5, The fisures of percentage Cistribution of the ross (omostic
pro.uct amon: the various sectors, as riven in fnnex 2, would still

show th: overwhelmin: prolominance of th: oil an' ~n8 sector aw!

the rolatively insignificant contributiom of other ssctors to tha
country's economy, such as agricultur:, forestrv, fisherics, memufacturing,
ete, The position is bound to remain so for nuite a fowevears, bacausc

th oil »n' r~s sactor censtitutes a vory larse percentas2 of the

/rross cdomestic




rross domestic preduct in relation to all oth:r scetors, Only » vi-orous
sttommt to lev:lop othur scctors could brin: about structural chenrsos
in the wconomw of the country aver o f-irly lenc period of tim», Th:
mirone cepenciance of the courmtry on oil and 718 surely calls for »
viforous initiative on the part of privete centerprisc stimulat »?! by
public m.ursures for the Juvelopment of othuer si:ctors, particularly the
manuf-cturing sector which, over a perio’ of ycars, can achicvy a
r:ason~blc measure of Jive:rsification of the economy which, howev.r,
cannot be «.cfinui in precise terms, In » small country lik: Brunei
where a vory large part of the economy b:longe to a pertiailer activity
(o1l ~ni gas), as is well-known, the cfforts At diversification cannot
b pushed toe far, Indeced, it is alsc not neccssary beyon' riasonsble
limits, but some diversification must rcmain an esssantial objoctive

of th. 2conomic policy of ths Government of th: Stete of Brunei,

6. The employment situntion at prasent Joes not present any seriouq
nroblam, fccording to th: 1971 consus, out of a total work force
(from e-c 15) of 41,099 only 1,087 porsons or 2,6 per cent were
unomnlovad, But thors wore then 11,709 immirrant work»rs in th:
various rroups of cconomic activitizs, The position will, howevcr,
chanre in the future, It has b:uen cstimated that, basx' on current
fortility anl mort=lity rntes, the population Af tho State will incroase
from 136,25 in 1971 to 156,000 in 1976, to 179,000 in 1981 anl to

204 ,00C in 1986, The labour force was 41,099 in 1971 and it has bzen
estimt - thot between 1975 and 1979 there will b an acd?ition to the
labour forc. at the rete of 2,000 pursons per year, The labour foree
is oxpucte! to incriase from 49,000 in 1976 to 65,000 in 19¢6, Thus
productiv: umployment has to be found for this incrcased labour foree
in the future,

7. The creation of cmployment opportunities will have to Jepund

on sscters othur than the minine sector such as agriculture, forostr-,
fisharics, mnuf-cturing an® tourisa, The mining sector (0il/zen) is
technology or capital intensive an! w1l not be a sourco of incriasing

/employment,




'

employmant, Th: sarvices sactor alrondy =moloys a v 'rv hi-h pronortion -
36.5 per cent of the totel workine force according to the 1971 consus.

Tt i~ th2 secondrry industrv = the moanuTacturing sector which is the
12adine and most Jvrwmic sector of th: sconomy ani as such 2plovment
shoul b~ creat~d by rdevelopine this modarm s:ctor in which productivity
is hi~h, Thoe Jdevzalorment of this sector will «~ive » stimulus to the
davelonine of othr setors of the cconomy suck as arcriculture, tronasport,
etc, and will b2 » source of the accumuletion of sl-ill anl technical
'movlad~a for further davelooment of the sconomy, The devsloom:nt of
mnufrcturing acrin neads to be intesrated with spricultural and other
sectors because of the interdependence of the sectors in resncct of the
supply of raw materials and the demand for manufacturcd products,
Manuf-cturing offers th: best scope for diversifyin,s the sconomic

strcture of the country,

8, The main obj:ctives of the National Development Plen 1975-1979
were, therofore, rishtly laid down as follows: '

1, To maintain a high level of emnloyment: and

2, To divsrsify the economy throurh accclersted devalopmint

of agriculturs and industrv,

Throe important deductions can be macde from the roneral stratecy of
the dational Develonment Plan, 1975-79: (a) the structural imbalance
has to be redressed by -mphasizins the zrowth of asricultural, forestry,
fisherizs and imdustry; (b) in order to achi:ve (a), the Tovirnment
will adopt necessary mcasures anu policies in order to enéouran<e and
promote the perticipation of the private ssetor, both local and foreign;
and (c) to remedy the situation, the Gev:rnment will consider playing
a nore active and mernincful role than hitherto in order to rive effact
to the general developmont stratesy and the optimum achicvement possibls
of tie objsctives of the present plan, In the context of thu special
sconomnic position of thz State of Brunei, these are commendable lincs
of action which have been included in the framwork of the current
Development Plan,

/9. During




9. Durin~ th: period from 1976 and 1981, th: population of Brunei

1s oxnacted to increase at a rate of natural srovth of 2,8 ner cynt

per annum (2xcluding imnirretion), In view of the past trends, the

~ross domsstic product should :rrow at the minimum rats of 6 por cent

per annum durin: the plan period, 1975-79, which is a mndest rate of
growth fer drunei, To achicuve this rrte of rrowth during the plen

period, the authors of the Plan calculate that a minimum investment of

8% 1,212,5 million will be required, Out of this total amount, Government
investment will account for 8% 500,0 million and private sector '
investment for 33 712,5 million, The nbjcctives, the targets and the
financial reauirements of the Plan are c‘onsider,ed to be prrcticable

and are not overambitious, The importent points for consideration,
however, are if the financial reouiremznts have boen worked out on

th> basis of sound knowledre and informetion, For instance how realistic
aro the criteria for workine out the total investment necossarv for
ensuring a 6 per cont r~rowth rate and for determining the reauired

privatz sactor investment?

10, In the allocation of rovernment investment, as showm in
Annex 3, admittedly, priority has b:en civen to the directly woductive
sactors of the economy, notably arricultur: and incustrv in the sense
that sreator resources were allecated to them under the present plan
tha under the formsr onc, Othor sectors such as public utilities,
health and education, "ivin~ » stimulus to industrial development have
also bz>cn omphasized, A look at the allncation of vublic investment shows
the céncentration of Gevormment expenditures on the building up of
infrestructure of onc kind or the other, Further, in an affort to promote
privete enterprise by encouraging the indirenous entrepreneurs and
businessmen, the Covernment will consider provision of fund principally
for the following purroses: ‘

a, Loans (corporate) financing;

b, =zguity participation; and

¢, Financing of small and nedium scale industries,

11, The Plan envisares an active role for private enterprise in the

/development
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deyalopment prosremmas in the fi~lds of (a) a~riculture, forestry and
fisheries, and‘ (b) industry and commerce, The forner includos ar as
like rics preduction, livestock production, upland crops, orchar’s,
merkets, mardens ard tree crons and frash water and marine fisherics

ond the latt~r covers activities such as forest-hased inlustrics, the
develorment of minaral resources other than oil and gas, the tourist
industry nnc its asseciatad activities, the oil-and-vas-based incustries,

avro-based industries and housins for resldential and comazreial buildings

12, In respuct of the finonces .for' thoe plan these will come, EY
mentioned earlier from (a) Govornment investment and (b) private

investrent both domestic and foreirn, F‘nrei;m investm:ont is to he
encoureszed in view of the limited extent of the domestic market and

th> shortar o of technical and entrepra2neurial know-how bacause auch
{investment is raecrded as consistent vith the national and public intarests
of the state, Private domestic savings have, however, to be incransed and

encourazad for prrticipntion in the development process.

13, Th: plan rightly emphasizes thet, fer the successful implementation
of the Plan, n-cessary policies nand m2asures have to be taken by the
Novernment and administrative arranrements have to b2 strensthsned nt all
levals by teldne suitrble action, It ~1lso makas » very valid reference to
throe besic eloments on which the success of the Plan will derend, namely,
the nolitical will to davelop, administrative crpacity and the support and
marticination of the paonle includine the privete sactor, both local

and foreizn, in the developmint process of the country, If the political
landershio of the country is ahle to create and promotc these clements,
and can motiv-~te all those invclved in the plenning process, then the

task of the imnlementrtion of the pian will become rclatively casy, [

fow obs:rvetions on the Nationel Levelopment Flan, 1975-1979 may now be

in order,

aAry”. =]

1, The National Development Plan, 19751979 is sketchy but a ussful
outline, It needs to be revised and elrboratad, Ths scctoral allocations
of Government investment for the plan period need to be roworked on the

basis of reliable data, This nec3ssitates braakin~ down cach scctor

/in more
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in more specific terme, remely, in the form of pro jects implementable
during the plan period. This is of course a difficult task but for the
planning purpose it is a necessity, The Plannine Unit which, in its
present form, came into existence only in 1973 could not poseibly have
done more in view of its inadecuate trained parsonnel, This brings in
the cuestion of strenathenine the institutional arrangement for plannine,
The duties and responsibilities of the Tconoaic Planning Unit have been
laid down as follows:

a, The fomulation and revision of natiomal development plans;

b, The preparation of annual plans; '

¢. Recommending policies, measures and machinery required;

for the implementation of plans;
d. Reporting and evaluating plan implementation; and
e, Co-ordinating technical assistanc. activities,

18, To eneble the Zeconomic Planning Unit to perform all these functions
effectivaly, its organization should be expanded and its staffing has to
be improved both in number and sidll, The Unit services the State
Development Board which is chaired by the Chisf Ministor and of which

the Director of the Fconomic Planning Unit is the Secretary,

16, Th: next important thine is to set up a prorramming unit or

call in =ach of the major departments of the Govornment concorned with
development work, The function of this unit er cell will be to prepare

its own departmental prorrammes and projects not only in temms of
identifying the nrojects but also in specific terms, namely, the feasibility
of a particular project and its interrelstionship with other activities,

its verious reauirements in terms of both financisl and physical recsuirements,
etc,, for submission to the iconomic Planning Unit which, in its turn,

will examine the sectoral progremme from the overall viswpoint before

it is incorporeted in the State plan, The main function of the departmental
programming unit or cell will be to identify project in its own area

and to have preliminary project evaluations bufore it submits its

proposals or projects to the Economic Planning Unit for evantual submissien
for approval to the Govermﬁent.

/17. The departmen-
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7. The departmental planning unit will be involved net only in the
identification of projects and thoir anpraisal but also in the Approwal,
follow-up ar.! the implementation of the projects in its own area,
fuidelines on the various sspects of the identification, formulation and
anoreisal of projects are civen in Chanter V, The unit will naturally

work in close co-operation with the central plamning unit., This Arrange-

ment will e¢nzble the cent=-1 plannins unit to mrke allocation of funds
on A more rirlistic basis,

18, The acceptance of the abovs recommendation will remuire some
2Xpansion and reorganization within a department which should not be
difficult, Meanwhile the “conomic Plannings Unit and the major depertments
will need assistance end puidance in the matter of working out soctoral
allecations in terms of projects. It is, thsrefore, recommended that
UNIDO/ESCeP Regional Industrisl Adviser on sconomic Plans and Policies
attached to ESCAP, dengkok, be racuested to assict the Unit and the
concerned departments in working out ruidelines for the prcparation of
sectoral programmes and the cv-luation of pro jects,

19, Secondly as the nced for treining in development planning,
proeramming and pro ject planning is of creast importance for development
personnel, it is recommended that a training course in these fields

is initiatod and orvsnizod at Bendar Serd Bepawan by the Tconomic
Plrnnine Unit for a period of 4 weeks in co-operation with intermstiomal
oreanizations such as UNIDO, FSCAP and rorinnal treining institutes such
as the United Nations fsian Dev:lopment Institute, Banckok and the .
United Nations ’sisn Centre for Devailopment ‘dministration, Xurle Lumpur,
This will have the effect of trainine a number of ~overnment officials
(say 20) at 2 time and will have an important impact on the country,

20. In the field of industry, there is at present a vacuum in the
sense that there is virtually no institutional arrinpement for
industrial development., Such a gep is contrary to industrial development
and progotion, ' It is hoped that, in the future the éreation of
arransements for industrial development, industrial credit and investment
and an industrial est:tes development under the auspices of the proposed
Economic Development Boerd will 111 this gap. It is, however, strongly

/recommended
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recommended thet a suitebly qualified person be appointed to head an
industrial development section within the “conomic Planning Unit,

Mis job will be to assist the Unit in preparing an intecrated proeramme
for the devalopment of the industrial sector, takins imto account the
axisting the potential intustrial opportunitics in thg Stats,
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21, The industrial structure of Brunei consists almost wholly of
smoll-scale industrial cnterprises, According to the Annual Report,
1971, out of 964 establishments which submitted returns to the Labour
Department, 90 pur cent employed less than 25 employees, The structure
1s larrely dominated by the fovernment =nd the oil industry. Outside
the oil and 7=s industry, the Tovernment itself is tho principal
sunolier of esscntial community sorvices, such as medical snd health,
welfera, minicipal scrvices, public utilities ~nd education, Next in
order of siz: are the construction, s:rvice and distributive industries
stimulatod by an oxtensive development proeramme of publicu'\rorka over
the last fuw years »nd by the demands of a growing and prosaperous
population for soods and services, The farming and fishine industrios
are gperated mainly by individuals or small groups usually self-cmployed
with occasional hired help, @ smell logging and sawmilling industry
operates under annual licenecs for the producticn of timber for local
use, Finally, there are a variety of very small manufacturing and
processing establishments producing furniture, bricks, aerated water
Ani other erticles for local consumption., This shows the importance

of small-scalc industrial enterprises in the State of Srunei,

Ihe cgonomic structure of Brypei

22, Annex 2 zives the latest available ficures (1971) relating to

the percentae distribution of the gross domestic product among the
various scctors, Th- 2conomic structure of Brunei is very differamt
from that ef ath:r develoning countries of Asia, In 1971, manufacturing
accountad for enly 2,03 per cant of the cross domestic procduct while

the share of apricultur: was only 2.48, Minine oil and gas is the

mein source of the country's waalth accountins for £1.33 per cont of
the country's gross domastic product whereas the perc:nta ‘e sharaes of

/Government
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Gov:rnment services, construction and community, social and personmal
services anu commerce were 17,38, 10,07, 6,71 and 5,76 respectively,

The figures clearly show the low dupendence of the country on menufacturing
and agriculture, Minine dominatces the economy. Government services,
construction, community, social 2nd personal services and commerce play
an important pert, These characteristics of the economy are also
raflected in the fizur:s in Table I showinz the percentarze cdistribution
of the employed labour force and the coross domastic product amonr the
major economic activitiss of the countrv, The mejor nroblems fecing
brunei are (1) to raisa th: share of arriculture in the cross cdomestic
product; and (2) to stimulate industri~l development based meinly on
local raw matarials and to interrote it with agricultural development,
The probleams of agricultural development are, however, outside the

scone of this report and need to bc considercd by a separate mission,

It is, hovever, immortant to emphasize the interderendence of arriculture
ard industry both of which should be developed in 3runei in an intaerated
manner,

TABLo 1
e ud F
A s (% ‘ ’
Mader Loonomic Sectors Percantape of th: .mployed Percentace of the
——bobour Force  Grogs Domaftic Product
Services 36,5 24,1
Coustruction 19.4 10.1
hgriculturc, Forestry
and Fishery 11,6 2,6
- ning 7.1 52,2
Commerce 10,1 5.6
Transport and Communications 5.1 1.0
Manufacturing : 4,3 2,0

Source: National Developmant Flan, 19751979, p, 41

23, The devalopment of agriculture, forestry and fisheries is very
desirable for Brunei bocause these sectors will provide rav matarials
for industrisl daveloomint which must ba stimulated beceuse *he industrial
sector 1s lookad upon as the lsadin~ sector of ~rowth, These sottors

/a8 well &o
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as well as industry should be developed in Brunei as ihey are needed
to diversify the economy, to create cmployment and to recduce the undue
dependence of the economy on the minine 3ssctor, The development of
industry is of importance to the prowth of alil other sectors of the
economy, It will provide a markst for arricultural raw materials and
also valuable inpwts for apriculture., In Brunei, it will provide the
market for encrygy as well as the coulpmont n.eded by the enerry
producing activities, Thus thz devalopment of industry will make
possible the allround growth of the economy, Further, industrial
develooment helps develop the skills, attitudes and discipline necessary
for a modern ecenomic ereanism, "It ls res rded as a catalytic sactor
which will help br:ak down the traditional barricrs to rrowth, Modern
tachnolosy, attitude of exncrimentation and innovation orr-nized
co-onerativa work in'factories, 2tc,, are some of th: attributcs that
industrv will heln traditionel societios to acouire,

2, 3 Y a

24, The formulstion of an industrial development proc-amme in the
State of Brunci must be bas=ed on an assessmert of the industrial
potentials which tha country has, This is particularly important in

a small country like Brunci where the size of the domestic market is
2180 very small, in assessment of th> industrial potentials will help
identify the prejocts which cen be usefully undertaken, It can be

made in turms of the possibli substituticn of imports, the devslopment
of additional :xports and thc gener~tion of now incustrial activities
for which the country has resources ent markets domestically available,
The aveilable industrial potentials of the country must be fully
utilised in viaw of the fact that the share of mmfacturing in tha
gross domestic product of 7runci is extramely emell, In 1971, manufacturing
industry accounted for only 2 little more than 2 per cent of the
country's cross domestic product,

28, Th2 import statistics avrilable for the late-t year, nanzly,
1974 are riven in Annex 4, These statistics show thet seme of the
vrious comodities that are imported micht be produced locally,

/Prom the import
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From the import st~tistics which neced to be ~nalysed in detail, it is
possible to indicate commodities the local production of which may have
& rsesonable chance of success, Or the basis o this evidence, projects

could be identified initially and their feasibility stucies preparecd,

26, For th: proinvastment study of an entirely new incdustry, the

basis of identification my be @ rerular annual impart lovel of 3% 200,000
which is the imported value but not th: retail price paid by consumers,
Below this lavel, there may bo oppertunitics for existine 4.,dustriecs

to achieve self-sufficiency by import substitution, Industrial pro jects
intonded to produce products.to replace imports are well worth investica=-
ting for establishmant in Brunei, fnother way of identifying projects

is te scek for many opportunities thet may be there to process raw
materials for the home market ang probably for export later on, Let us
turn to the different soctors which have industrial potentinls,

dzriculture

27, In 1971, arriculture accounted for only 2,48 per cont of the
sross domastic procduct, The position of apriculture remains the same
upto the nrasent time, fericultural procucts account for well over

10 per cent of the total imports in value, Large miantities of nrocessad
and peckad apriculty-al products ars imoorted at anhsnc:d pricos,
Increas:d a~ricultural oroduction could reduce this rrovins burden of
imrorts, provide r-w materials for small industries and incresse
employment oonortunitias both directly and indir:ctly, as an ¢ rlier
UNILO Adviser to 3runei rirhtly oxpressed,

28, Th: basic imnortance of arriculturc to the economy and social
development has not b.on realizod in Brunei, Agriculture in Brunei

hes held a very secondary position, although the country imports 755

of the total food requirements, There is luss denendence on arriculture
for living, According to 1971 census, agriculture, forestry ond
fisheries smployed 11,6 per cent of the work ferce while producing

only 2,6 per cent of the rross domestic product, Arriculture is still
larcely 2t 2 subsistence level with very many nri-time small holdings,
Young people are roluctant to work on the land snd thepe is hardly

Any full-time work on comercinl farming, Althoush thure is no shortapge

/of land,
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of 1snd, arriculturnl development hes been oxtremely cdfficult, About
20 per ¢t of the total land is actually under cultivrtion,

29, Ther: msy h-rve hoen itficulties ~bout arriculturrl d2valopment
in Brunci, Land mov not b very suitable for oriinary crons, Permmrnant
or tree crons are said to be mopr suitabls for development in Brun-i
than usy2l arnual crons, Mest ~ruas in the country arec not flat and
th- flat ar:as ~re in ‘\ny cases swamps, Thepe is virturlly no dry
scason and it rains ~11 the yoop round, There is a scarcity of
agricultural labour which is very costly, ilechanized farming is nlse
difficult du> to th. unevenn¢ss of the land,

30, #hile there are difficulties in th: way of agricultural
devalopment, Jovernment expenditure on arriculture in the past was
noegligible - perhaps less than 1.5 per c:nt of~thr:- total expenditure,
Irrigation faciliti:s arc non-oxist:nt. This shows thrt, no seticus
consideration till now was ziven to azriailtural development, This 1s
evicuneed by the fact that 3runci supplics only 20% of its ric:
roouircment, It is “ncoura~ing, howev:r, that thur: is now a crov np
raslization of the noed to stimulate arricultural devalopm'nt, The
present Plan has allocat.d 3. 21,000,000 which reproscnts a little
over 4 nor cont of the total Tovomment invistmont to agriculture, The
local citizons of Brunei in prrticylar n2ed to he scouraced for mreator
and mor~ :ffoctive particin~tion in acricultural development and should
mlste the Chinese scction of the population in doveloninet commercial
farmine, ‘

31, Onvortuniti~s for development in the apricultural sactor and
oth:r scctors are pointed out bslow: )
(1) 1Incressad rice production to r:duce dependence on imports;
(11) Incroased livestock production;
(111) Increase¢ production of fruits such as pineapples,
passien fruits and critrus fruits for fruit juice production:
(1v) inimal foecing stuff production
(v) Production of raw matcrinls for which there are opportunitics
in Brunci,

/The wide




The wide variety of imported agricultural commocities is also given

in Aanex 4, Industrisl develepment shoull be intecrsted with agrisulturel
devslopment which should supply raw materials to meny small incustries

and as such the close interrelationships between industry and agriculture
must be rocoanized, '

32, For develonin~ a practical nrogramme for agricultural deyvelopment

with » bearing on inrustrial development, a former UNIDO Adviser to

the Govarnment of Brun2i mnde the follewing surresti 3 which are worth

sarious consideration:

(a) To increase as auickly as possible the production of
commoditias which ars known to srow well in runei in order
to setisfy the domestic merkst and also to meet the increasing
needs of industrirl development,

(b) To undertake an experimental progrsmme to ascertain what
additional products, for which there could be-a demand for

- the home merket, industrirl development or export, can
be grown satisfactorily and in sufficient 'ouantitiel.

Hinarsl Producte

33, 0il and ¢ns are the chicf mineral products., Other aineral
products ars scarez and only ~lass sand and »ravel have aay cconomic
importance, The mineral and essociatid immorts for the latest year,
1974, are shown in ‘nnex 4, ‘

Iorest Products
34, Timbnr as a raw matorial is readily aveilable in sufficient

miantities for tha development of industries, “7ven then considerabdle
~uantities of timber —roducts ware imported,

Qil and ~a3 by-groducts

3s, This is a promising ares, The 0i1l/mas industry could be an
important source of r »w materials for the developnent of by-preuicts

for the domestic market and possibly for export. Mr, F, Sowles, a
previous UNILO Adviser to Brunei, mentionsd thot in 1968 ther: wes some

/correspondence
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correspondconce between the Government, UNIDO, UNDP and 73SCLP about a
oroposed three-week exploratory mission by a senior intserrecionsal

adviser on Industrial and Marketing Survays on Potroleum Derivatives

and datural Gas, The LG Plan has since baen established and has been
succossfully spereting since 1973, Thore is, however, still a strong
case for such a mission to investizate the possibilities of an industrial
and mwrketing survey on petroleum derivatives and consider the possible
production of by-oroducts from the oll/gas incustry,

Hehand fish prodycts

36, Brunei has large rivers and more than 2 hundrad miles of sos=-
board but not much has virtually been achisved in the development of
a fishing industry and associated activities, slthough substantial
quantitics of fish and fish products are imported annually, as is
shown in Annex 4, Small subsidiary industries rmay be developad if
tho raw materials are mede available by the fishine industry, The
closest possible co-operstion between the development of fisheries
and industrial development is necessary, River and sea prawn fisheries
are now somewhat well-advenced, There are 4 trawlcre for the purpose
and these arc based at Miars, There are other small fisherias on

the boach, /ccording to a 1968 survay, there are potentials in this
aroa, Investore both from Brunei ~nd outside are intorestad {n the
devalonment of fisheriecs,

37. The main oroblem in res»rd to the fisheries is that the fish
monsers or the middlemen zet most of the benefits out of the fishing
trade bucause it is these peopl: who finance the fishin~ tmde, /n
alternative to replece the fish mongers gradually should be provided

by mking credit or loans available to tho fishermen, Thare i{s a rood
deal of scope for upgrsding the -existing traditional fisheries and
develooing new fisheries, The fishing remurces remain to be ascertained
and fully exploitad, The country imports considerable nuantities of
fresh and processed fish, It does not produce enough fish to satisfy

the domestic market, High quality fishes are mostly imported, Labuang,
& Malaysian island supplies quite a lot- to Brunai, There is e possibility

fo¥ developing
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for developing a fish meal industry on a small scale with low grade
fish, In this sector, there is a nsed for financial assistance which
if properly applied, will produce rood results, A rood export trade
could be further developed by increasin;s the catchas of prawng which
are of a very cood auality, It may be possible to develop the following
mmall industrios in this sector, which should be investiratod further:

', Fish dryine, saltine, amoking, etc,;

2, Fish meals

3. Canning;

4, Fish pastes,

s. Fenilizers; and

6. Fish for acouaria,

38, The State of Brunei is a small country inhabited by some
190,000 people, The domestic market of the country is small and,
therefore, its industrial development is 1imited by this factor., Por
' sisable manufacturing projacts, export merkets will have to be
treatod as an important factor,

39, /nother major obstacle to the industrial develypment of Brunei
is probably the complac'ency that is due to the wealth dorived from
the 011/gas industry, There is a belief th- t the increasing living
starxiards can be maintained indefinitely with wealth derived from oil
arx! 7as and that the diversification of occupations or sources of
income is not an urrent matter, Government departments and acencies
and the canital-intensive entarprises like the Br_unei Shell Petroleum
Comrany and LNG Ltd, » can offer only limited ooportunities for employment
in the futur: and the increasing numbers of school leavers rust have
access to alternative sourcas of employment, The oil and fas industry
Ms besn and will remain for years the major source of wealth and
employment in Brunai, but, as oil 1s » wasting assct, undue reliance
on it in the future is not conducive to the stability and continued
prosperity of the society, The future of the oil industry is linked
up with intomational conditions such as the discovery of oil in other
areas of the globe, the internstional price of oil, the invention of

/competing
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compoting substitutes for oil as a fuel and so on, The country's
overdependence on oil and gas as the main source of wealth should be
reduced by diversifica.tign which has rightly been acceptad by the
fovarnment to broaden its cconcmic structure and to create alternative

av.nues of emp.oyment for the increasing number of schocl leavers,

40, Divarsification is the onposite of specialization and should
involva the presence of contrrsting types of economic activity in the
State of Brunei, In the context of Brunel it mey b2 taken to

mean simply tho introduction of altern-tive industrics of the new,
1irht and expandine type of a small and medium scale with a view to
roducing the derendenca of the country on the hirhly localized

industries for employment, Such industries should have strong linkage
with acriculture #nd local raw mat=rials, should be expanding with the
rising living stondardes of the people, be larpely chos:n on the basis
of import substitution and also be export-~oriented, wherever possible..

L1, In Brunei, the supply of capital and the availability of
foreipn axchanses are not major handicaps to industrial devslopment,
oven 1f there is a shortage of privatas capiml for mjor industrial
projccts, such & shortage could be made up partly by forelen and
stats participatida in joint industrinl venturcs, Domestic private
investnent, howaver, needs to be stimulated by adonting approprizte
measures to mobilize it, Tho greatest handicap is, however, the lack
of local entrepreneurship, For industrial dsvelopment, what is
necessary i1s not only capital but a group of ontrepreneurs willine to
invest their own resources and to mobilize other domestic resources
for productive purposes, Further, there is a shortace of trainad and
expcrienced personncl at all levels which makes the task of industria-
lization of any kind much more difficult, Measures are, therefore,
needed to encournne the crowth of entropreneurship and industﬁal
skill amone the Brunsi citizens,

L2, An essential resuirement for industrialization in Brunei 1s
to creste an industrial climate, This climate noeds to be created by
brinzing sbout an awareness among its people as to the n-ed to develop

/industries,
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industries, stimulate industrial investment both domestic and foreign,
encourage local entreprencurship and facilitete technical training
of the right kind,

L3, nbove all what 1is generally recuired is to bring about a change
in the attitude and outlook of th: people of Brunel, Such a change
can be brought about through education aimed at making the people,
particularly the younger people, more enterorising and ambitious so
that they are fully eauipped to work in other occupations instead of
depending too much on the Government service and the oil and gas
industry. The introduction of a system of counselling and cuidance

at schools and industrial trdininp programmes in sclected fields

will produco desirable effects in this direction,

d a..ds . cy and 2asyros

bhe. A dynamic and well-orranized effort can brine about more industrial
development of an sconomically sound neture than would otherwiss

occur, There is much that a country can do to remove barriers to

the prowth of industry and to create positive incentives for the
devalopment of industrial technology, The country itscli must

parform the task of findiné industrial opportunities, developing

tham ana attracting thz interest of thosc who can supply the industrial
capital, equipment and skills which the country needs, In the mixed
economy of today, the Governnent is intimately concerned with
docigions and actions which determine whether or not an industry ie
established and it will turn to thoss with more industrisl and
commercial axpericnce to establish anc operate new industries,

45, In Brunei, the oil/eas industry has played an important role

in the economy of the country, It has bzen possible for Brunei to
import its requircments with oil income and it is only recently that

the Government has turned {ts attention to industrial development and
has rroposed a number of measures to stimulate incustrialization,

There is as yet, however, no clear-cut statement of an industrial
volicy of the Government which will accelerate the pace of the country's
industrial developmert

/L6, What is
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46, What is necessary, therefore, is to formulate a well=-conceived
industrial policy indicating the rele of private enterprise, mixed

enterprise nnd public enterprise in industrial development ,

In Brunei

the largesc operating enterprises ors the Brunei Shell Petroleum
Company itd, and the Brunei uNG Ltd. in which the Government hes

acauired substential interests in the form of shares.

Both enterprises

are wnared and controlled by Brunei Shell Petroleum Company Ltd,

Other large industrial enterprises under consideration for devdopment
will need to be devsloped as joint ventures [inanced with both local

and foreien capital and! msnaved in the sam: way, Then there is- the
medium and small scale industrial sectors the development of which

will be facilitated by the Government in various ways, Local handicrafts
and the tourist trde will nlso cbme under this category, Brunei hes »
free enterprise economy the workinr of which should be facilitated by

rsovernmant action,

The role of the Stete in such a systen lies in the

nrovision of infrastructursl facilities for industriesl development’ such
78 the brsic serviess and frcilitics like water, o=s, lirht, heat,

morns of transport, the establishment of industriel est-~tes, the

crention of an industrial climate, the nrovision of technical treining

at all levels and rasearch, the encouragement of both domestic and foreign
investment, the development of local initintive and entrepraneurship, the
import of arpropriste technology, the Government participation in-the

financing of industries and the like,

More will be said about this

later and for the time being it may be worthwhile to deal with the

composition of an incustrisl development procramme for Brunei,

47, Any futurc industrial prorramme for Brunei will be composed of
the following catepgories of industrios:

2,

3..

4.

Large scale incustriel anterprises;

Medium and small scals industrisl ontorprises;
Handicraft industrics; and

Tourist industry,

/1.

Large scale
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I. large scale industrial eptorprises

48, There are » fow large industrial projects under consideration
of tho Government, These projects arc of special sienificance from
the point of view ~f diversification of the State's cconomy, A
reference is mde to th2se major projucts,

(1) The ad2ss mepufacturin: project

49, /. number of companizs submitted their firm pronosals to the.
Govsrnment for the establishment of o glass manufacturing plant

besed mainly on (a) the locally available silica sanc in the Tutong
area, although imported raw miterials Wi 11 2lso be needed, Investiga-
tions have shown that there are glass-makdng sands of a high quality
available along the coastal arca between Tutong and Muara, The silica
sand available in Brunei is not considarsd costly to mine and romains
to b2 devalopad for domestic incustrial utilization; (b) the markeots
for the products are to be found mostly “n the ESC/P countrios;

(c) the location of th- factory would b overn=d mainly by such
factors as the availability of pns, an ~hundant supoly of water,
transnort relotions and the availability of row meterials; (d) the
oroject has to be devaloned as » joint venture and is axpected to
emnloy som: 200 workers, The Governm:nt expected further proposals
to be submitted and would arrance for ¢t 'chnical axrertise to be
brought in for the ourpose of evalueting the proposals, The

capacity ~f the project would rance from a low anmual production of
%000 tong to 58 hizh as 34,000 tons »nc the ond products would either
be sheet rlass, plate rlass, d:corative rlass wares, class pellets,
silicate plant plass, silicatc soca cullet, glass fibre or a
combination of these, Thc Gov:rnment was negotiating with Crown
~gents, London, for an independent reviow of the proposals,

(11) The fertiMzer oroject (imenio/urca)

L0, There is a proposal for the setting up of a fertiliser plant
(Ammonia/ures) based on the local supply of gas, Davy ishmore Pty
Itd, hes submitted a proposal for a 900 {IPD \mmonia/1,300 MIPD
urer fertilizer plant for est-blishment near Seria,

/51. The projact




51, Th? project pronoses to use 'waste!' natural oas obtained at
tha Serir LNG site ns feodstock, "cecording to availadle information,
nearly 1,800 million M3 e turzl gas was flared durinec the first

six months of 1974, “.hen the LG plant 1s operstins at 1007 caprcity
(5 streams) pos flared will probebly be 1,500 million M3 per annum,

52, The ammonia/urea plant will reouire about. 310 million W per
annum as feeustock anc eluetricsl power reneration plus » small
parcenteze for sca-water desalination, The plant 1s 2xpcctad to be
simil~r to a plant built by Devy at Qatar, Unitod /rab ‘mirates »nd
will be based on the most up-to-cate teehnolopy aveilable, There is
a good demand for the urce product and in the y2ars to come, there
will be a world-wide shortage of nitrog:nous fortilizors, The project
is expected to employ some 500 work~rs who will be Brunei nationals
out cof a total of some 5% people to be umployed, The revonue from
the sale of the full output of the plant when operstin~ at 1009
canncity is oxpected to be at least US$ 73 million and this fipure is
likely to ocontinue tc rise duc to world-wide continuing incresses in

fredstock/cnersy costs,

83, Devy /shmore Fty, Ltd, (iustralia) 1is prepared to act as consultants

of th> Government »nd to he responsible for the oversll design and
imnlementation of th= oroject, The company has an impressive record
for fesirninz and buildines all types of fertilizor and process plants,
The firm ro~uested th: Govornment of the Stote of Brunei to have
discussions with Brunei Sh-1l Fetroloum Company Ltd, and to obtain
their confim-tion that a sufficient auantity of natural eas por annum
would be av-ileble for fredstock, If a greater smount of izng is
available, the plant desirn can be such that acdditional plant streams
can be added subscauently, The total capital rcouirement for the
project was estimated by the fim at Ush 150 million,

Ihe supply of zas

5. It is relevant to consider here more carefully the- supoly
position in ragard to gas, The adviser had an interesting and useful
d1scussion on this metter with Mr, J. Cordingloy, Mnaging Diractor,

/Brunei Shell
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Brunel Shell Petroleum Ltd, The position is thet the known sources
of oll ~nd r~s denosits in the State will ansily lest for 25 to 30
years, xoloration work has been 7oing on and smell deposits =re
bein~ found, The prosmects arz hricht, Iven the on-shore deposits
of 011 are plontiful and its sunnlics can be v~stlv increased i. the
future with the annlication of improved and sophisticated methocs of
oxtracting of minine oil from th~ on-shor: deposits, So thore should
be no concern about the supplics of oil ad gas for Jrunei in the
foreseeable future, which have been very important resources of Sruned

as a valuable source of power which is th: basic rsouirement for every

 industry,

55, The supply of oil and g»s for th: sgless industry based on
silica sand will be no problem bcecause the cuantities reruired are
rather small, /s regerds the proposal of the ammonia/urea project,
the reauirement for netural guc is rather large and the question of
the supply of natural gns to this proposed plant has to be very
carefully looksd into., The Brunei Shell Petrolcum Company Ltd, hes
a contract with the LIG plant to supply the lettcr, its subsidiary with
cas for 20 years, Only two yoars have now passed, MNatural ~ns
must be supplied to this plant in adequats quantitics to keep

it ~oing for many years, This plant has been a very important
developmont which then meant an invostment of some US$ 200 million,

56. The amunt of flared or vented gas is not very much, Moreover,
to crcate pressure for tho extraction of oil, a lot of natuml gos

is reused, thet it, a sort of recycling is resorted to, About 10 - 127
of the daily production is flarud or vented and, with more effective
utilization of 7as for the production of oil, the pronortion Will come
down perhaps to 7 - 8%, So there is a nesd to be cautious in this
respsct, But then new sources may be discovered and supplies may be
increased, In such a case there will be no problem, Even now, the
renuirement for the ammonia/urca plant mey be caretglly workad out
and it can b: examined if the Government becomes really serious about
the pro ject,

/(111) Timber




(111) Timber complox

57, * mumbor of compenics have submitted firm proposals to the
fovernment to =stablish = timbor complex in Brunei, The compani-s
interested are th: Setts: Pap.r Bonrd Januf~cturine Company, /taka

anc Company Ltd,, 3runei Jood Compl.x Cempany Ltd,, th: ictcher Timbar
Co. Ltd,, Worldwidc Timber Corporstion Ltd. anc Sarawak Company Ltd,
One compeny (Worluwide Timber Corporetion Ltd.) conceives of the
project as an integrated timbor complex at #u ra consisting of one
saw mill factory, one playwood factory, onc block board line and

onc¢ furniture components factory,

58, A project proposal and a f:asibility study of the proposed

timbor, industrial anc agricultural coimplex for -stezblishment in
Tomburong and Muerra have been prepered by the National Lumber Company
Ltd, with th: pcrmission of th: Governmcnt, The project 1is concernad
with the extraction, procsssing, utilization, merketing and regoncration
of the timbar rcsources from the Tewburony district of the State,

It consists of an interrstcd wood nrocessing incdustrv in Brunei,
utilizine the most advanced and recent technolorical devalopments
Available, The project will stimulate inlustrisl devzlopment in the
forms of loraine operation, plywood and voneer mAnufacturing, sawmill
and dryine kiln, block board manufactiring, particle board manufacturing,
uroe-resin rlue manufacturine, noulding, flooring, wasson plank, furni-
ture and furniture perts mnuf cturinz, Tt will brins about apricultural:
develooment in such forms as reforestation of lerred-over area,

tree plantation, land clicring and utilization ~nd the scttine up of
agricultural oxperim:ntal stotion to study the suitabl: creps to be
planted,

59.  The implimentation of such a project will 1lond to future
development in the forms of coconut/palm plantation; rice plant’.ation;
maize plantation; soya boans 2wl other rol tod agricultural plantation; .
processing plant for extrr ction of coconut oil, palm oil and comn

oil; mnufacturing of high protein feed meal from maize and soya beans;
ancd cattle ranching and other livastock procuction, The project

/will amploy




¥ill emoloy some 1,000 workers, It will require finance from external
sources and extcrnel market for many of its products, It will be a
modern integrotod woo.l complex employins a small number of highly
technical and skillful workers, The ma jority of the workers

requirac will be semi-~-skilled or unskilled,

60, The prnject will stimlate the home-based wood cottage industry
at prescnt non-existent in Brunci, The State imports about 80 of its
food requirements, spends annuslly two-thirds of its imports on focd
amounting to Bb 51,8 million in value in 1974, The development of
import substitution industrial activities is, therefore, necessary with
proper planning, implementation and encoursrement by the Covernment,
Th: economic viability of the project is not in doubt because tha
world prices and the demands for food are increasing at a high rate,
The project will promete diversification of the economic activities
of the country and will reduce its dependence on oil which is a
depletable and non-re~enerative natural resource, The Middle Zast
countries are diversifyine their sconomi=s, The estimated investment
in the nrojsct stands at about USH 46 million and the company will
requirs verious investment incentives from the Tovernaent, as a
oioncerine industry - such as a trx holiday for 10 years, tax-froe
importstion of capital eouioments, the issue of work parmits to
fareign technicians and skilled labour for entry into Brunei,

factory cuiplex sites and log pond at the Muara Incdustrisl Area,

61, There is, however, at the present no further progrese in
regard to this project and the applications of the companies have been
shelved pending the furthar progress of the paner and pulp mill and

a complets assessment of the Stote's timber resources in a short time.

(1v) Ihe_paper and pulp prodect

62, This project to be based on loc;l forest resourcas sceme to be
competine with the timber complex, The feasibility study of the
project has been made by the National Pancr and Pulp Co., Ltd, whose
proposal for the nroject has been approved by the Jovernment in
principle, The project is to be located at Xamponz Taraban, Xuala

/Belait,



Belait, It will be » Joint ventur= in which Brunei will have 0

per cent copital perticipation, Lcttsu Paper Beard Manufacturine Co,
Ltd, will have 35 per cmnt, J>panese firms and banks 30 pap cant,
And the vevelopment Bank of sinpapore will mve 5 per cemt, The
total smployment to be created by the project is estimatod at about
350 in all divisions - administratien, forest and proiduction, Tha
Sandwell ianacemant Consultents of Canada will act as the Tovernment
consultants for the projuct which is under very active consideration
of the Gevernment,

(v) Qther projects

63. In acdition to the four projects mentioned above, there are
& numbsr of industrial projects of some sise under the consideration
of the fovernnent, /sia Win Industrisl Conpanv has anplied for
permission for the establishment of a sago flour plant to process
local aml imported 94ro, near the Muar~ Industrial frca, Thepe 13 »
nrorosAl to import bulk cement and to repack this cement at tho
Maara Industrial ‘pea for loeal and ext>ral consumption, There {s
2130 a propoaal for the creation of shirbuilding anc ronairing
facilities in the same aree,  ‘nother industrinl activity on which
A concrate and detailec nroposal 1s expacted is concmed with the
satting up of a stoaelmill b- sed on scrar iron, The activity will
be concrrned with processing local scrap iron into stzel with the
possibility of linking it to process rubbish into plastic bags,

11, M ' =gca At

64,  The Government of the State of Brunsi hes rightly emphasiged
the development of medium and small scale industrial anterprises
which should be encour2ged in all possible ways, The clements of
a development programa: for théec i.ndustriea rnd the measures to
bu 2dopted are dealt with in Chapter III, with speclel referonce
to the credit schame which the Government has conteriplated to adopt
to stimlate the devolopnent of such industrics,

/111, Hancicraft
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bs, Another industrial area to which the Novernment has rightly
“iven its attention is the devalopment of hancdicraft incustries

in Brunei., Tha traditionrl hindicrafts industry in Brunei 1is now
pragtically non-existent, 3run~i silverwares were once very famous,
but there were fow silversmiths left at present, hatever hondicrafis
there are now, they are not flourishing. Sarongs sare woven with
patterns of rold and silver thread labouriously in small auantitics,
Brasswares such as kniv:s and other weapons are also produced, In
some places blowpipes and parangs are produced but 10t on any
commercial scale, Baskete-work produced from 'nipa' 1leaf could be
developed and increased considerably, Very attractive lampat {loor
coverin,és from rattan eond tikar mettresses from the pendan leaf

ere still mrda and could be develoned considzrably,

66, T™e local crafts are, however, dyinc for lack of any 2ssistance
anc ratronacc and 2ven a modest nrosramme to revive anc stimulats the
devalonment of these cr=fts will b: » step in the richt direction,

The Govarnment has alroeady initiated some mction in this rosnect,

V. Touriet Injustry

67, The Government of 3runei should recornize the importancs of
the develo ment of the tourist industry in the country, In fact,
with the completion of verious infrastructursl freilities, the
development of this industry has Leen .facilitated. To oromots
tourism, howevir, a varisty of hirh standard facilities at reasonable
costs are nec:ssary, ! former UNIDO Adviser, Mr, Bowles, enumerated
as many as 27 facilities iﬁ his rerort. These are listed in Amnex 9,
and it is not necessary to aud more., As a smnll country, Brunel has
consiaersbl: existing and potential tourist attractions, as mentioned
in that report,

68, /s there are rood opportunities for developing a tourist treade,
the Jovernment of Brunei may like to vromote it by takinr apnropriete
measures, One of the first measuras needed in this connection is to

/set up
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set un a Tourism Promotion Boe pd cherrad with the r2sponsibilities for
creating the various facilities raauired for the promotion of the
tourist tr-de, To start with, only a fow selectad centres could be
carmrked for development as tourist centres, Frovision should be
made in the current development plan for the creation of the Board,

g5 gnd meagyures

69. The policice and measures to be adoptad by the Covarnment of
the State of Brunci te encourane and promote the perticipation of

the private sactor in industrinl ‘evelopmznt are embodied in two
lmportant legislations known as "The Investment Incentives fnactment ,
1975" and "The Brunei iconomic Developmant Sosrd snactaent, 1978w

The enforcement of the Investment Incentives fnactinent will provide
the necosssrv facilities and incentives to privat: investors especially
in the field of industry and Atriculture. The nowers to administer
the "nactment and to considor anplications for facilities ane
incentives under th- nactment, will rest with the lconomic Dev~lopment
Board to be created uncop the Srun=i ‘“conomic Development Boerd
‘nactment | 1975,

Th-

70, The act provides for a larre number of incentives as mentioﬁed
below: |
(1) The act nrovides fog the declaration of a pionear statys
for an incustry and product ,
(11) + pioneer company my be exampt from the naymont of
income tax for a period of time, The period of tax
exemption i: related to the amount of fixed capital, The
tax r-oliaf period of a ploneer company will eontinue
for a period-of two years, where its fixed capital
®penditure is less than 3y 250,000; thrse ysars, where
its fixed capital 1s not less than By 250,000 but is
less than Bw 500,000; four ye»rs, whers its fixed capital
expenditurs is not less than R% 500,000 but is less then
B ! million; five yaars, whore its fixed capital expenditure

/18 not less
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is not less than B$ ' million, The schome provides for
further 2xtonsjon of the tax relief period, The total of
a2ll extansions ~iven would in no case ixcez2d thrie ysars,

(111) ™ ~ct lays down the pow r ond procadur: for declsaring
an incustry and 2 nroduct, an an rov:d industry 2nc an
a-provad nrocuct, and nrovides for tex relief for a
cartaln perioc¢ s the issue of 2xprndon cortificates,
i1l this arrang-mant, of course, also apuli=s to ths
axpansion ~f establishad enterprises,

(iv) The act 21lso denls with foreirn loans for productive
equipnent snd loys down the nrocedure ami power for applying
and issuin- 2n approved. foreign loan cartificat: where a
company cnzaged in any incustry is desirous of raising e
loen of not less than B 200,000 fron » non-resident purson
called "foreizn lend.-r* by means of 2 finencial agreenent
by which credit fr cilities sre grant2d for the purchase of
productive eouinment for the purnosas of its trade or business
It may apply to the Board for a cortificate certifying such
foreirn loan to ba an sporovad loan, It provides for
rastriction on the disposal of such nroductive eouinpment and
#lso for the exemntion of arproved forei-n intercst from tax,

{v) ™e act ms also provided “or the axemption of 2 pioncer
comany from th. prynmt of the whole or any prrt of any
custons duty vhich may be peyable on any mechinory, emuipment,
comnonant perts and accessorics,

) (-]

7. The sdministretive machinary for industrial development in the
State of Brunei has becn crcatec by the Brunei “conomic Development
Board unactuent, 1975, which it now in the nrocess of enfercement,
The anforcament of thie act is bulny expedited to rive effact to the
Investmont Incentives inactment 1975, Under the act, the Brunei iconomie
bevelopment Joar. hes the following functions:

(a) to promot: or undertaks any rasidential, imlustriel,

/arricaltural
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agricultural or commercial development on ar=as in the
State desirnated for such purposes:
(®) to promot.: or un.cf-'frtnké. any kind of business, trading,
end commercial enternriscs including agricultural, industrial
housine snd mininc antorprises in the 3t:te-:
(¢) to promot > any comrany or cormanies for any of the purnosas
 spocified in (b);
(d) to estoblish a benk or » finsncial institution, ete,

-

In order thet the Borrd may perform its functions, th: Board may

(a) purchase, exchengz, lease and hold land, buildines and
other imbvable property;

(b) build houscs, flats, tanement, shops and shop-houses,
convert any house, shop or shop=-house intc flats or

. tenements;

(¢) purchas:, oxchang:, lease and hold land for ths purpose of
development and resale to the public and building lots, or
industrial land anxi for the purposes of providing open
spaces and recreation grounds;

(d) do any work on land necessary for the nurpose of its
development, as building or industrial land;

' (e) purchase, oxchange, loase and hold minins, agricultural

) and timber land for th: purposes of mininz, agriculturl

. develooment 2nd lorrine respectively;

(f) sell land, buildines or other immovablc property,

(e) >nter into contrrcts with other persons ~n behalf of the

' Josrd; . _

(h) underwrite the i-sue of stocks, shares, bonds or dabaenturcs
by industrial enterpriscs; . :

(1) to wuarant:e on such terms and conditions as mey be agreed
upon, loans rnised by industrial cnterprises which are
floatod in the public market;

(3) grent losns or advances or to aubscrii:e to stocks, shares,

. bords or debentures of incustrial entervrises;

/(k)
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(k) manaze, control or supervise industrial entsrprises by
nominating directors, or advis:rs, eotc,

(1) establish, sell shar s of, invest in an' manage industrial
entarprises;

(m) provide technical advice and assistsnce to industrial
enterrrises and build up a corps of enrineering and
managerial staff to orovide such assistanca:

(n) receive in consida=ation of the services rendersd by it
such commission as may be arreed upon:

o) act »s av>nts for any industrial entornrise,

72, A fund for tho Board to be known as the Brunei lconomic Davelopment
Board Funi will be :stablished, The Joard has bo~n riven vary wide
powers in resnact of cconomic development in r~eneral and industrisl
development in particular ancd its creation is an important landmark in
initiating and inplementing the development efforts of ths Soviornment

of the State of Brunei, The Chairman of the Board anc its Director,

the Chief :xecutive of the Board would be appointed by His Highness

the Sultan, The thres ex-officio membors of the Board will bs the

State Financial Officer, the Cormissioner of Lands and the Director

of the ‘cononic Flannine Unit in acdition to 3 to 5 "appoint ed .
members",

73. It is expocted that the fconomie Development Board will preiantly
be oreanized in divisions and sections. The divisions which are
immediately relevant to industrial development may h: surgested ~s
follows:

1, Industrial Deveolopment ancd ’rorotion Division,

2, Industrial "stnt-es Division

3. Industrisl Cradit »nd Investment Division,

t. e d d

74, The division will work under a senior officisl and will be
entrusted with the discharge of wrious functions relating to industrial
devolopment and promotion, some of which are mentionad below:

(1) to roceive all apnlications for industrisl development,

/and examine
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and oxamine these in the light of the stretegies and policies
for industrirl developaznt;

to keep records to fi cilitat: the selection of suitable
industries for uavelopment:

to prepare pre~investment and feasibility stuciesg

to ~ncourare cntrioproncurs to extend or diversify existing
industries or to :'evclon new projects;

to prepere project propesals, for anprovel in rmrinciple;

to ascist ontreprencurs in th2 preparation of feasibility
studies for submission to the croadit and investment
division;

to sunnly all rclevent informetion reerrdine specific
projscts to the cradit and invostment division;

to assist the 2ntrenrencur in evary woy possible in the
planning of the project aftor it has becn approvd by the
credit and investment division;

to recommend the relszrse of funds for projects which
appear to be smund end profitable; and

to follow up the impienentation of projzcts end to assist

the cntreprencurs in this work,

[+] S

75, The impertant functions of the imdustrial cradit and investm nt
division ar: stated as followss

(1)
(11)
(111)
(1v)
(v)

(v1)

to control povernment fun! for industricl development

to developr »nd mobilize funds for investment in industries;
to control the finencial and owncrship aspects of
industrinl orojacts;

to nerotiate terms of investment, ownership and any speecisl
conlitions accept~ble to the entrenrencur and tho f"-ovérnment:
to approva investment capital to cnable entreprensurs to
proceed with tha 2valopment of projects:

to consider and recomnend suitable incentives aither
12neral or in speceific cases to cncowesze industrial
development ;

/(vi1)
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(vii) to consider and recommend suitable protective measures to
safepuard the interest of the entraprencurs;
(viil) to consider and recomiend suit~ble measures to cncourage
the expert of locally protiuced comnoditics; and
(1x} to consider and recomm:nd suitable maasures for maintaining

reasonabls price lovels in the domestic market,

3. gstetes divi
76, The mein functions of this division of the Board will be as
follows:

(1) to acauire lamd for industrial uses;
(11) to develop lanc and provide all basic sorvices such as
water, 2lectricity, sewerage, access roade, ste,;
(111) to 1let out or loase lands for industrial uses to the
entrenrencurs on a rental basis for industrial construction;
(1v) to construct standard type fo ctory buildinps to be let out
to the smell ontrepreneurs at cheap rents;
(v) to be responsible for the operation anl menagoment of the
industrial arcas, zon:s or estotes,
Industrial ost tes ~nd feilitios division will be under the administration
of a senior qfficial,

7. Admittedly, the Brunei sconomic Development Board will be
organized on thc ssme linss ers the Singapore iconomic Development Board
was initially organized, Origzinally, the Development Bank of
Singapore anc< the Jurons Town Corpor=tion werc parts of the Singapore
dconomic Development Board. Subsaauently, these two organizations werae
separated away from the Board as incdependent antities, To start

with, it will be approprisrte to sct up the three divisions, industrial
development and oromotion, industrisl credit and investment and
industrial est:tes and facilities as parts of the Brunei Tconomic
Development 3oard,

Saflinr problem
78, The most immortant problem concernine the ustadlishment of the
Borrd will, however, be the st~ {fing problem, The number of

/oxverienced
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experienced ahd auslified persons available in Brunsi to mrn the
differant sections or divisions of the: Board 1s limited, it the time
the adviser visited the country, the Government selccted some
officers and were sentiing them to the 3inge pore Development Bank for
appropriate short-term treining, This was certainly a step in the
right direction, The Governnent should, howevsr, explore the opportunities
for tralning th: personnel of the Boand in the fields of industrial
development and promotion, industrial credit anc investment and
industrial estates development and administration in other developing
countries such as the Republic of Korea, Malaysie, India and Pakisten
which have gathored considerable practical axperience in these fields
over the yerrs, The axnericnce of these countries will be valusble,
Further, as the “conomic Development Bosrd 1s in its formative steoge,
N assistonce, particularly from UNTDO in all the three fislds will
ha desirable and fruitful, UNIDO has considersblo axnerience and
expertise in industrial protramning and policies, industrial investment
and wromotion and industrinl estates development in the developing
countries, The Government of Brunei actine throurh the Aritish High
Commission thsare and UNDP, Kualao Lumpur, could ask for the services
of an industrial oconomist to advise the Board on the orranization
of its activities and recruitment policy related to industrial
development, ]

79. In addition, the Government should take advantage of the
training facilities evailable in the reqional and int@rnational
institutes in such fields as project development and appraisal, develop-
mant banking, investment promotion, industrial esteotes development

and management, small-scale industrics development, stc, The organization
of country courses im salected f1:1ds uncer which arrenzement a fairly
good- number of officials connected with releted activities_ can be
trained in co-operation with reeional and internetional organizations
such as B3CAP, UNIDO, ILO, F'O, 4sian Devslopment Institute and fsien
Centre for NDevelopment Administration, will be extrmely usaful, It
will be well to work out a training procramme in the lieht of short-tem
and lone-tern reouirements, 1In this procramme, the importance of
training abrosad nromising Brﬁnei citizens cannot be isnored,
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CHAPTER
SMALL AND MTDIUM SCAL“ INDUSTRI S D-IVTLOPMENT FROGRAMME

Definition of smell and medium scale industrial entorpriscs

&0, It 18 not 2asy to rive precise definitions of smrll aﬁﬁ medium
scale industrial enterprises, Small industrial enternrises may be

taken‘ to extend from houschold and cottace establishments at onz end

to mdium-sized fectorizs at the other, It would be possible to classify
firms as small, medium and largc by drawing arbitrary dividine lines

on the basis of tha number of workers employed, the amount of capital
invested, the value of output, th: use of power, the method of menarcemant
and other criteria, For certain purposes such as the a plication of

laws and rerulations that apply to some ~nterprises but not to others,

it 1s both useful and necessary to have hard and fast definitions
althoush they may not be appropriate for all purposes,

81,  Small inaustrial enterprises aay consist of both factory and
non-factory establishments, Hon-factory establishments may be composed
of household or cottage establishments as well as workshop establishments,
A smll industrial enterprise msy have several of the followinz charec-
teristics:~
a, Relatively 1ittle snecialization in manarument ;
b, Close personsl contact of top manasament with production
work:rs, customrs, suppliers and owners;
¢, Lack of access to capitai through the orsenized securities
market, and often difficulty in obtaining even short-temm
eradit;
d, No special bargaining strength in buyin- or selling;
@, A relatively close interration with the local comuhity
through local ownership and menagemant dependence on neardy
marksts and sources of supply,

Emplovoent as = criterion for measurine size

82, For stetistical purposes, we may tentatively suggest for
Brunel to regard all manufacturing establishments as small if they
had fewer than 20 employees each and to reg:rd all manufacturing
establishments as medium if they had sore than 20 but fewer than L4

/workers each
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workers esch, A firm employing 50 or more workers mey be regarded
as larre in the Brunei context, “ven for administretive and policy
mirnoses, ~11 firms employinc fawer than 50 workers -ay be brought
within the nurviaw of the small and medium scal> industrics credit
nrorramme which the Government is contemnl-ting to develop, This
su~~estion which is advanced for tho initial poriod may be revised
subsenuently, It has its limitetions but mey be rzcommended for
tentativs acceptance,

83, The critarion of the number of employees for the measure of size
has not passed unchallanced, There are other criteria suggested such
as capital cost, ares, dimensions of an establishment or the annual
economic wvalue of the output of an esteb'ishment., The criterion of

the number of employces, howaver, s2ems tu b2 the east objectionable
of the indices of size, It has cartein nositiva adventapes, First,

it is non-monctary anu frees ths comparison b.tween countries amnd
batween p:riods from the complication of different nonetary units,
different standercs of living and changine pricae levels, Seconxdly,

‘persons are more casily visuslized as the unit of nuantification

than are values, People can ses in their nind's eys and thus distinguish
between 1 rroup of ten or of fifty or a hundred persons when they

cannot s2e an output or certain givon values,

8L, It is smphasized that a definition is necessarsv for some purroses
such as a survey of small industries, the desisning of a small and

medium scalz industries developmant cradit programmc and the implementation
end administrotion of such a ‘ro~ramme, Tt is necessary to defin~ an
u-ner 1limit bsvond which ent>r-rises ara not called, "smsll" or

"medium" and 2130 perhaps a lowar limit to differentiate small enternrises
from home or cottage industries,

8s, The definition of the siz2 of an incdustrial estrblishment is
relative, varies from country to country, from industry to industry
and also depends on the particular purvose, It is not easy to classify
industrial enterprises as small, medium and large and any boundary line
is bound to be shaaowy and arbitrary.

/Capital as &



Sapited as 2 criterion for mesyring size

£é, An important, altsrnetive cpfterion for measuriz the size of

A firm is conital, How the tam "canital" may ba thought of as
follows for this nurnose:
a, Total canital
b, Total n.sats
¢, Fixed assots
d, Fixed assots exclwiine land and buildings,
The critorion most comnonly used is the total amount of capital in
terms of dfthar total rsscts or total asscts axcluding lrnd and buildings,

87. Hest developing countries 1ike India, Coylen, Pakistan and
Nepal prefer to use capital 2s a criterion for maasurine the size

of industrial cstablishments whereas developed countriecs 1ike Japan
anc USW yse the employment criterion, One possibl: explanation for
this differenee may be that developin: countries are usu2lly short of
capital (purhaps not applicable to Brunei) and have an abundance of
labour, perticulerly unskilled and scni~-skilled labour, whereas in
the déveloped countries tha situation is Just the opnosite, It could,
thereforz, be presumeq that in davelopins countries it is the amount
of capital which probably sets 2 linit to the size of industrial
establishmente rathor than the numbar of emnloyecs,

ng, Y2 should, however, teoke accaunt of the frct thot mnufacturing
Activitiss in deviloring countriss ape usually labour-intensive, with
the low nroductivitv of lrbour., Th- numbor of workers may differ
substantially as between entororises baloneine to the same tvne of
industry in dev:loning countries, In developed countrics, however, the
mnufr cturine anterprises, smrll, medium or larre are more modernized
and 23 such thay have hich capital labour rtios, This means that foy

a given investment in machinery and eauipment, there is a fivan numbey

of workers employed; in othar worde, there is o close rclationship
between th: number of work:rs and the imvested capital, It will thus
appear that the number of workers is an 2oually zood criterion for measuring
the size of a manufacturine enternrise, [ largs number of workers
smployed in an enterprise also implics a large invested capital,

/89,
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89, However, it has been suggested that tha invested capital may
also be a suitable criterion for measuring the size of industrial
ontarprises in developinu countriz . .Thera are, of couree, diffiailties
in adoptine this critoerion, one of which is presented by the frecuent
chanses in the value of moncy, particularly due to devaluation. In
case this criterion is adonted in defining the size of industrial
enterorises, freousnt chanees in the capital lev:l will heve to be made,
If capital is used as th: criterion then the su2stion rem ins whether
the yardstick will bs fixed asscts, total invosgtment, eocuity, etc,

Tha level of capitel below which an enterpris: will be called "small®
has to b2 determined, In th: s=me wey the capital level of a medium=
sized industri~l enterprise has to be fixed, '

90, If the definition of smell and medium seale incustrial entaorprises
is based on capital then it will be appropri-te to base it on the

total investod capital composed of both fixed capitsl and working
capital, working capital is an {iavort:mt nced of small and mediun-sized
industrial enterprises although it is a7nin difficult to asscss the
renuirenents of working capital for different enterprises belonging

to different types of industries, is ragards the unpar limit to the
size of small and mudiun sized industrial enternrises, the limit should
not be set too hish so a8 to enable larse establishmonts to nuslify

for the help ancd support which are desirned prrtiailerly for small

and medium scale enternrises, nor too low so a8 to enuate the small -
ent >rorises with cottape or hom: enterprises, The capital levals for
small, medium and large industrial entornrises in the State of Brunei
romain to be work:d out, 3ut it {is nzcessary to work out these lovels
for the formulation, implamentation and administr-tion of a small

and medium scrle industrics cradit nroeramme in th- country,

\ 2diyn pcale i 2

days
91, The policy of the covernment of the: State of Brunei of placing
an amphasis on the development of small industries is undoubtedly a
step in the right direction in the context of the prescent economic
structure of the country, The country's economy depands largely on

/the exploitation
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the exploitation of its rich oil anc netural gas resources which, to
repeat, account for some 957 of the total velue of '1ta exports and
some 51 of its gross domestic product. The oil and natural gas
sector, however, employs only ebout 79 of the country's labour force,
There are cdeclining trends in the shares of agriaulture and industry
in the pgross domestic product of the country, as evidenced by the
recent statistics, It has been sstimotsd that durins tha Third _
Davelopment Plan period from 1975 to 1979, about 10,000 persons will
foin the 1-bour mirkat. There is, therefore, the need for the twin
objectivas of (a) meinteinine a high level of employment anc (b)
diversifying the economy through the accelersted deveiopment of
agriculture and industry - the two stratecies well put forward in the
Third letional Development Plan, 1975-1979,

92, Industrialization is rag-rded 2s the contre piece of the development
process and has a dynamizing effect on the rest of the economy, It is,
therefore, advisable for thc Government of the State of Brunei to

direct its efforts to some measure of industrislization. Thc nature

and th2 extent of her industrial development will, of course, have to

be determinod by the availsbility of her resources for such development,

In determining hor industrial possibilities, interrelst ionships between
industry and agriculture and other linkage effects have to be duly

token intc account, as umphasized in Chapter 11,

93. What has been said above offars a powerful arrument for stimulating
the growth of smell and medium scals industrice in the .country. More
specifically, the following criteria may be mentioned in favour of

this strrteay: _

(1) The State of 3run~i is new in the fi21d of modern industrisli-
tation and lrcks in technolorical skill and know-how, Small
ard medium scale industx:ies do not reauire a high level of
tachnoloey,

(11) Smll and medium scale industrics ore ranarelly more labe o=
int:nsive then capital-intensive, Brunei, of course, will
not be handicapped in developing particular industries of
this class, which may be capital-intensive because the

[country 1s
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count'ry is not short of capital resources »nd foraigri sxch nges,
Small and medium-sizxd industrirl projects can be formulataod
and implemunted 1n 3 relatively short period anc hence thoy

are important fron the noint of vicw of increase of production
and employment in the short run,

The 3tate of Brunei is rich in some apriculturel, forest

end extractive resources and hence some industries can be

bascd on the nrocessiag of local raw materinls available

in these sectors,

The country, which is in a much better position in respect

of foreign axchanges compared with meny other caveloping
countries, Iimports a vsriety of 7oods some of which could
surely b2 procuced within the country, The pattern of
infustrial devalopment mey thus - artly ba based on import
substitution in thz initial stagcs, This pattern will cventually
be foreign-exchance saving,

Brunel is, however, » country where ths size of the domestic
merket is small and where "the division of labour is limited

by the extent of the markot", From the very berinning,

‘ therefore, unlike most other devolopine countries, the new

irtustrics to be developad in Brunei should be axport-
oriented wherever possible, The eoxport nrocessed indigenous
rav mat.rials will bo a desirabls line to start with,

Small industrial onturprises ara really a trainine ground
for ths local entrepronsurs and business dacision-mkers,
It is through the process of the devalopment of small
industrial uncertekings that industriel knowledge and skill
will accumulate in the country,

Smell industrial :nterprises ,croa'lt,e opportunities for

the smell man and thoir ~rowth will help brine about a

more 2nuitable distribution of income,

The erowth of =mall industrial entorprises brinzs about
stability in the society by diffusing prosperity amd by
actine =8 a check to the ~rowth of anti-soeial monopodistic
practices,

/(x)
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(x) Lastly, for decentralization and disparsal of manufacturing
activitics, perhaps not so luportent for Brunsi, the sr;xall
firms whose location can be casily =zuided are suitable,

9, It is interusting to note that, more recentlr, some of the
develrping countrias of the ESCLP region have attached considersbla
impo: tance to the development of smell industri:s by trying to integmte
it with rural and asricultural development,

Flemonts of a small and medium scale industries development programe

95, There is » need for a brosd intesrated approach to small and
mediun industry develgmment, The small and medium scale industries
devslopmont prorramme should be fairly comorchensive, Tt is not enough _
to set up sn institution charged with makin- capital and credit more
readily aveilable to small industry, The results of cavelopment

are Jlikely to be very small, becsuse opportunitiecs for mkine sound
developmental loans to small entrepreneurs will be limited by such
factors 2s lack of technical knrwladge, poor merketing, bad desiyn of
products, ard lack of skill in plannine and nanaring the expons on

of an industrial cntorprise., In the same way, a technical advisory
sorvice by itself or an industrial research institut:, or a
demonstrmtion centre showing improvad practices, or A managament
training course will have a rather limited impact if set up in 1solation
rather than as prrt of a more comprehensive programme., The small
emtreprencurs, for example, mey be imprassed by demonstration of ,
mechanized production methods but, without access to suitable financing,
be quite umable to acauire zven a modest smount of machinery, An
metion progremme to be offactive in ceveloping small and medium

scale inustries must consist of simulteancous measuras to deal W th

s mumber of limiting frctors,

96, It is, therefore, advisable to recommend that, in ths State
of Brunei, a prosramme for smnll and medium scale industrics development
will include the followine el:ments:-

t. Financial or cradit support

/2. Technical
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4. Inustriel roscerch ana rdvisory services

5, Procaaure to facilitate the procuriaent of raw materials

and cquipnt

6. Th. establishnunt of incustrirl estates

7. Iniustrial troining proorerme,

97. Th: financisl support i1s onc of th: moet import~-nt rcouiroments

of the small and nedium=-scrle industrial anternrises and th: Covernment

ef the State of Brunei is seriously considering to 'evelop a credit

schome to stimulete the promotion of such enterprises,
is, therefor~, iscussed first in considerable datail,

This aspect

ans g

98, The Strt2 of Brunci hns just passac two important /cts, namely,

the Brunei “conomic Devclomment Boerd “nectment, 1975, and the Invastment
Incentivas “nactment, 1975, which are now in the proccss of implementatien,
It will be appropriate to ¢onsicer the small A’ medium scals industrics

dev:lopment, loans or cradit prorramme, takinr into account whatevor

implication or bearing thase enzctments may hav: on such a programme,
This is an aspect of the matter which remains to be carefully examined,

L0
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99, Financial problems are usually high on the 1ist of the difficulties
whish the owners and managers of small and medium sizod industrial

firms have, Some of thouse difficultiss are inhsrent in the nature

of small firms, Oth:rs are the r:sult of the particular institutional
and non-institutioml arrangement through which credit is mede

available to smell firms,

100, It is important to look at certain aspects of the problem of
such finance in the State of 3runei, such as, (1) the sources of
firance that are available to smrll and mediun scalc industricze in the
country and the trms and conditions on which cradit is offerod from
axistins sources: (ii) the finencisl rewirments of smell and medium

.

/scale industries
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scale industri:s; and (ii1) the types of finrncial needs which are
not being met by the existing syst .m at the present time /n investigation
in this respect will be useful and, in the absence of any such

investigation, the following obsorvations are perhaps in order,

Source of finance for plent and eqyipme 2nb ape short-t pm crodit

10t.  Small and medium scals industri.s typically financz their plant

and equipment from persomal savings, supplemcnted by loans from friends
and relatives and other informal sources. Those sources ere, howev.r,
inadequate ad in Brunei crodit for these purnoses should be mede
awveilable from institutionnl sources,

102, The sources of short-term credit to small and mediunm seale
industries ars ususlly informal sources such as loanc from fri:ns,
ralatives and prof :ssional ronay lond'ers; credit from suppliers and
advances frem custom:rs ana institutional sourcss such as comm:rcial
banks and some other typss of banks, In Brunci whish is nlacine a new
amohrsis on industrial development, such sources of finance are not
commonly ¢ v-ilshble on sultable torms or are Innceauate, There is,
therzfore, & oroat nsed for this type of fimrnce ~s well for the
promo.ion of Industrisl development,

Pinancial roouirements of smill and neclum secale industrial firms

10},  Any type of industrial operation, smrll or medium or large,
raquires the followine types of financirl assets:=
(1) Fixcd assets, includin-s land and buildines, mechin~ry
and e¢ouipment; ond working capitsi;
(11) Current asscts which consist of inventorice of raw materiale,
somi-finished poods and finishsd rmoods; accounts receiveble;
and cash to covir operntional axpenses such as workers'

war3e, utilitics an’ fuel, taxes, otc,

104. The proportion of these various types of assets varias from
industry to industry. For cxamplc, heavy incustries such as steel
rolling reauires more fixed 1ssets than simpls assenbly operstions
such »s parment manufacturing, For 1lisht manufacturine oper~tions

Jworking
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working cmitnl occuni ‘s & lrreer poresnt-re of total assuts, In
addition thore are sirnificant Ciffersnces within ths s soctor
between larse snd swll f4rmc, unnll industrics »re -onerally more
labour-int=nziv. than copital-intensive, T v reuire a lower
investment per worker for plont an’ nechinery and workinr capital
occuples & hish pereorit~ -2 of th: siall fira's assets,  haperience
slsedhers shows thet for hendicrnft procucts, for .xa aple, workins
capital micht eccupy upto 95¢ of the totel reauirs¢ investment with
the other 5 for the workshop, ror curtein types of swall industriss
such as smwll sugar mills, fish meal plants, saw mills and the like
the sam: fi-ures appear to be fairly represcntative of .heir actual
renuirements, Licht manufecturing operations, inclul.ur these procducing
labour intensive products for export would have approximately the

same proportion of asscts, These exaqples are merely illustrative,

110 h c

10K, An important and urgent finencial ncec of the smell and medium=
sized incustrial enterprises a-pears to be the need for working
eapital. The sourc2s of the sunply of worldng capital are limited and
inadequate, The small firms (o not have adeauate crecdit worthiness
anc sccuritics to offeor as the large firms and hence: they are unable to
obtain workins capital from institutional sources such as commercial
banks, It is difficult for cst~blished small incustrial onterpisas

to have ndoouate working crpital to meet their needs, It is all the
more difficult for new smell industrial firms to have an cagy access
to working capital bocause thev heve no rem urceful puarantors and
have faw resources in the form of adequate machinery and inventories
to be offered »s securities for obtaininz working carital by way of
losns, OSmell business owners nave to borrow money from professional
money lenders and even from friende and relatives at fantastically
high rates of Interest, Credit from informal sources are thus very
axpensive anc¢ difficult to obtain, OCredit from suppiiers and advances
from customers coul. not be relied upon, The lrck of working capital
thus constitutes an important obstacle to the develonnent of small and

/mediun scale
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aedium scale industrics,

e ege a sanll 8
08, (o] e

106, 4All that has been brisfly srid in th: forcroing section moas

to show thet the dovalopment of a si21l a1 pediun scal> industries

credit or lorns vrorrrmme is of ~rsat imnortance if the small

entrasreneurs dre to be sttr:cted to the incustriel field, Now what

are the renuiroments or reouisites for initiating and implamenting such

& prorrrmme?

an 2 }

107. The first r:ouirement, of course, is that the fiovemment of
the itate of 3runsi should earmerk a fund to be known as the Brunei
Industrial Develonment Credit Fund for Small and Medium Seale Industries,
The amount which will constitute the Fun: may be Jeterminad by the
Government, The initial Fund need not bc very lerge, It will,
howaver, be appropriate to set up the Fund for 2n initial period of
5 years to coinclde with the Thi.d Nationel Developnent Plan Period
(1975-1979). The nrogrami: will be on 2 long ternm besis and will be
continued afterwards according to the reauirenents of the progrimme,
The fun! will be provided from the public sector investment resources
and should be in two parts - (i) local currency component and (i1)
foreign exchange component, This is nccessary becouse cradit will
have to be piven in both locel currency and toreisn exchange,

o adn stratio g;ne {nng

108, The next cuestion is to whet orpanization will the administrstion
of the Fund be zntrusted, This brings in the question of institutional
arran~ements necessary for ~dministerine the Fund, The State of

Brunei renuires some institutions andi the Covernnent has taken a

m Jor action in passing th: Brunei “conomic Develorment Joard ‘nactment,
1975_. It is not yet clear whot the orpanizationa=l structurc of tho

/Board will be
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Joard will be, For tha phrpcs : of facilitsting incustrial development
in the St~te of Brun-i, two institutions -r: :ssantisl, One is m
Industrial Drveloracnt Board or Contr: »nd the othor is an Industrial
Credit and Investment Bank, The craation of these two iastitutions
will immensely facilitate the task of industrisl revelooment in the
country, just as th: s>tting up of the iccnonic Planning 'mit has
facilitated the task of nlannin~ for the whola country, )

109, Whoth‘er the two institutions will be set ur immacdiately or

not is » metter for Gov rnnwent decision, But an alt-rnative is alroady
in the nrocess of aev:lopment, The Brunel “eonomic Development Board
which will soon be set up under the 1975 Znactment should heve, among
others, two important divisions and one of them coulc be called
Industrial liovelopment LUivisinn and the other Industrisl Credit and
Investment Division =nch under a senior official, as sugeested In

‘Chapter I[I, Th: Industrial Development Division will_ do all work

conn=cted with deteiled incustrial plennine inclucing the developnent,
formulation en: appraisul of incustrisl projectc, whercas the Industrial
Credit and Invoestment Division will be eoncorned BAinly with the
finencing of in.ustrics, The steffing of the two Jdivisions with

suitably qualified personncl will be very important, If this arrangement
is acceptabl: thun the institutional problem of operating the credit,

and financing prosramre willbe emasily solved, The fun' referred to earlier
will be administered by the Division of thz Hoard on behelf of the
Govomment, This Division could cventurlly b: ronlacod by & Credit

and Invistment 3ank, as provided for uncer the fct, During the

initiel ssttline-in poriod, the sureestion, as put forward her:, will
perhans he a better alternative,

110, ‘in alterpative sugpestion is 4f the existine commercial banke
omrating in tha Stat~ could b used as the nochaniam for the
sdministr-tion of the crodit programme for the small and medium scals

. industriss, TIf this altornmativ: is desirsble and foasible then it

remains to be settlad which commercisl bank or hanks will be used for

/the purpose
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the purpose, The idsa is that all comnercial banks will he axpected.
to perticipate in tho financing of small scale industrics, There
arc problcms which will have to be sorted out if the participation
of the cormercial banks in the proposed prorrsriie 1is cal}.ad for,

To cut across these c¢ifficulties, it will perhaps bs advisable to
prefar the other alternative under which the two divisions will work
closely torath:r, Th> comisrcial banks may b2 encouraged to fulfil
the vorﬁin.:{ capital reruircments of the small sl medium scale
industries by liberalizine their policies anc tﬁmugh some new
arrancement for the purposa, This i.'? an importsnt area where the

active pprticipation of the cormercisl benks will be necessary,

Qthar considarotions
11, In arddition to th: institutional mechenism, other problems

which will reruire consideration and will have to be sorted out in
this connection include ths following:
(1) Credit will be given to both new industrial projects
and existing industrisl enterprises for expansion but
- uncer different conditions to rive better advantasas to
the former in respect of the anount of credit, tho rate
¢f interest, the acthod of payment, the cduretion of
periou for which tho crauit is given, 2tc, The details
of coursc will have to bs worked out,

(11) The list of incustries or incustrial projects to which
credit will be given will hove to be worked out in the
lisht of the werious criteria, which have been mentioned
earlier in this chapter, It will be th> rasponsibility
of the proposcd Irxlustrial Development Division to work
out a priority 1i=t, The intention of the prosremme is
not to confins credit to mamufacturing activities only,
Industrial act{vities in a broad scnse, so as to include
other activities, will be entitled to this facility,
Initially at loast the programme should be rsthor liberelly

operatad,
/U114)
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(111)

(iv)

(v)

(vi)

(vii)

(viy)

- 48 -

The amount of craodit pgiven or allowed will depend on'the
natur: of the projeet itself, althouth » ceilineg has to be
detcrnined carefully after taking into account the exquit:y
dapital, )

Credit will be pgivan towards the acouicition of existing
premis'es if available, the cost of construction of the
factory building and the nurchase of plant and équipment,

To give examples, credits _upt.o 50 to 60 par cent of the cost
of construction and 80% of the cost of wchinery and

.equipment uay be aunissible, The arrancement can be

flexibly operated according to the requirements of a
particular case, '

Crodit will be given for medium terns (say 3 to & years)
and long terms (upto 10 or 15 years),

This kind of credit is in the nature of "soft" loans given
at subsidized rates of interost (say from 3 to §7),
Differential rates will be applisd according to the nature
of the project in hand,

For this prosmmme also, ths pronosed Industrial Devslopment
Division and the Induetrial Credit and Investment Division
will work in close co-onerrtion and co~ordination with

one another, The project rerort to be submitted by the
promoter will be examined and appraiscd t.)y the Industrial
Devalopment Division, The applicant will make a loan
application to the Industrial Credit and Investurent
Division through the Industrial Development Divisio., The
contents of the project form and the lo~n application form
will have to be caruefully worked out, Credit will be
sanctioned by the Industrial Credit and Investment Division.
The loan repayments will be received by the Division
according to an agrueed arrangament ., |

The factory building, machinery and equipment will sorve as
securities according to th: terms of the agreemen't between

/the anplicant
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the applicant and the Industrial Cradit and Investment
Division, ' The terms of the arriement v_ri’ll,y arménn,oth:zr
things, stipulate the wethod of payments,

(1x) The Industrial Credit and Tnvestment Division will carry
on the follow-up work connected with the operation of the
pro ject,

(x) In grenting credit, local entreprencurs and busd nessmen

will be sivoen preference ovar others,

112, The provision of working capital falls within the normal functions
of the commercial banks, As emphesized, the easy availebility of
working capital is an important requirsment for the small and medium-
sized enturprises but they are mndicanped in this respect, The
cormercial banks are often unable to meet their reouiroments because

the clients do not strictly fulfil the required conditions, such as
securities, etc, There is perhaps a case for setting up an Incdustrial
Crodit Guarantee Fund which will ensure the provision of workine capital
to small industrics,

113, It mst be recognized that finandng thé small fims involves

& much hicher risk than lending to a small number of large: firms,

The credit institutione involvad in fincncing snall and medium sised
enternriscs need to mpintain adoquate reserves for bad debts, This

is justifiad if » developmental ffort of this sort is to be undzrtaken,
The r isks and' costs of a smell and medium-scale industriocs development
oroeramme which is both economically and socially desirable are well
worth taking,

114, There are the preliminary viaws snd recommendations reparding

‘the introduction of a credit scheme for encouraring and supporting a

small industry development prorremme, There are, however, othcr aspeots
of formulating a programme for the development of small and medium

scale industris’ enterpriscs, Thess aspects cannot be ignored and

must be briefly considerud in this comnection,

" /2. Technical
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2, Technicol Acsistance

118, The owners of smrll ~nd medium scal: industrial firms usually

i

come from the small trading class or ar: poersons who heve worked in

some facto 'i:s or trades previously or have inheritzd their businocsses
from their familios, Althourh they may not be muite unfamiliar to their
Jobs, they hove often not recoived any formal training in industrial
activities such as the type of machinery to be usod, production processes,
nroduct nuelity, oroduct mixes, ste, Technical considerrtions thus
become imnortant for the small ontrmreneurs,. Some of thea may et

help from their surplicrs in the installation anc¢ operation of

thetir machinery but for sone it mey be ¢ifficult to get the t=chnical
services, For instance, the testine of the ~uality of tho local

raw materials may be an important factor , but the facility for this

is not available, In many areas, the questions of improv:d methods of
production and improved and new desirns of the products play an
important part, but ths snall firms can scarcely do anything about

thase because of lack of tochnical assistance and services, Small
entreprencurs nced assistconce in these respects for which provision
should be made,

3. Merkets and Mprketing Support

116, On. important nced of the small and modium scale firms in the
area of markctine is for assistance to develep new markets particularly
export markcts for their procucts, Thay n2cd to establish their
contacts with customers hoth ot home an~ abroad. The Tovernment could
mive assistance in this arca by encouraring travils éo thet businessmen
could fo out and contact foreign buyers, investisate market conditione,
new nroducts and processes and stimulate Brunel exports, In Brunei,
tho Govarnment should éxublicize the inaustrial opvortunitics available
in the country and encourage dlomestic procuction of the goods for

which the fecilities snd “emand exist in the country, /ttention

should be given to market rs'sea.rch and aavice should be made aveilable
to the small firms in respect of the choice of products,

/. Industrial
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117.  Industrial research =n¢ advisory scervicss should be regardod as .
8 very important componcnt of any s 1l an’ medium senl: in'ustry
development programie, 3igrer firms have the resources to hire
specializad assistance - th: services of consultants and advisers -

to solve their technical ane manag -1ont problems But the small fimms
Are scarcely able to heve resources for this purpos:, It is, thercfore,
importsnt that the “ovornment takes the initiative in providing the
tvo: of advice and assistance that saall firme nced at loast initially,
Th=e areas of industrial rescarch an' advisory s:rvices should cover

the followinn:

(a) Markot surveys, foasibility studias and rescarch to
icentify promisine ooportunities in the small incdustmy scctor;

(b) Procuct desipn anc developmant with an amphasis on
labour-intensive products produced from local raw materials
for sxport merket,

(¢) Consultancy and extension services in industrial and
production enpincering coverine plant lay-out, use of
machines and meterials, quality control, production
planning and control an¢ the developront of .now
manufacturing technioucs; and

(d) Managerial advisory services in orpanizational planning and
control practices, financial management, cost accounting,

tax accounting, personncl manazemoent and marketing,

s. ; 2 (2 3 e ew gt

118, Small fime usually have problems in obtzinine imported raw
materials and enuipment due to twn factors, First, there may be
import regulations anc difficultiss the administration of which
involves red-tapsism and dalays, Secondly, th:re are shortages of
working canital which mak: the smell firms depend on local wholesalers
for their row material suprlies on & vary short-term basis,

/6. The establishment
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6. Ihe gatablishmant of incuatrial gstotes
119, This {s an important dsvice to facilitat:s the development of

industries by provicing the basic infrastructures., This muestion ise
discuss:d in Chapter IV,

7. Industrial trc Anl0Z DUOKIAIREe

120, The ouestion of industrial man-powor training is ddecussed in
Chapter VI,

121, It is recommended that the Industrial Development and Promotion
Division of the Brungi Tcononc Development Board should have a
section called ":mall and Medium Secal: Industry Devaelopment Section®,

which will deal exclusively with tho scoverl aspacts of the procranne
discussed in this Chapter,
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CIL’-Z::ZE‘ ]!
INDUSTRIAL SSTATES OR ARFAS

of the .yetrial =st-tes or areas

122, The Government of the State of Brunei int:nds to civersify the
economic activitics of the country through industrialization, Diversi-
fieation scrvus 723 n check to extreome specinlizetion, In erder to
achiev: a certain measur: of diversification t hrough industrial
development, some :ss:ntial r:lated measures must be taken to facilitate
industrialization. Xs Brunci is in the early stege of her industrialisation,
it 'n.:-:eda' to develop infrastructural facilitics which 1y be classified
broadly under the following headingss
(1) Physical infrastmcture

(11) Institutional infrastructure

(111) Financisl infrestructure

(1v) 30cial or psycholorical infrastructure

123, 211 infmstructural requiraments as mentionod a:bova are important
for industrial dovelopment and appropriate policies and measures are
nacassary to cruate them, One of the most assontial requircments for
industrial develomment is the availebility of building sites or premises
needed for the location of imdustri:s, This is jonrt of the physical
infrestructur: mentionad above, In 3run:i where manmufacturing industriocs
are yot to bo started, the factory sites are not 2asily available
perticularly because thire aro mny formmliti-s involv:d in acnuiring
titles or leases to land for incustrial usc, This problem will be
largely solved if a numb:r of industrial est-tcs or arcas at suitable
locations in the country are set up, The ost-blishment of industrial
estates or arcas has been used as an approved mothod of orgenizing,
accomodating and servicing industry and ar: recornized 28 an offective
moans of promoting, modernizind industrial enterprisaes and onhancing
their productivity, .iwven then the case for oasing the conditions in
acquiring titlas or leases to land for those who want to participate

in industrial developm:nt is very strong b:cause all factor-es will

not necessarily be located in the industrial estatus, Some industries

/will be
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will be locat>d outside the imlustrial :stetcs as woll, This is an
important aspect to which urgent rttontion should bs rivan,

ate e to

124, The torm "industrinl est-te' is g:ncrally usad to designate an '
uncerteking to acouire, improve and sub-divide tracks of land according
to a compr:hensive plan for the use of iniustrial ent:rprises, ‘part
from th: provision of such basic frcilitics as nerey And water, this
comprzhensive plan includes the builidne of factorics sither for sale,
leass or rent to entriprencurs., It is an arca of land developed and
sub-diviced for use by & numbor of industrial enterprises, Tt is
established and contrellad according to a plan incorporating zoning and
restrictive resulations, An industrial :stote is crosted for the benefit
of both the Ceveloping orranizotion and the tenants and 1t usually
provides some or all of the following f~cilitivs for use, ront or lense;
streets and reads; rrilway tracks; weter; power: sewerarg; and sanitation:
fire stations; banks, post and telecommunicotion: medicsl facilitios;
recroation facilitics (eanteen, otc,); common service facilitics
(workshop, storave, ote,); srrancomonts for tchnical and economic
asgistence (advice, demonstmtion, training); factory buildings (gencral-
purposc or custom-built); an’ houd ng for labour,

128, Many t-ime are used fep "industrial estate" as shown belows

(1) Industrinl Fark (USH)
(11) Industrial District (USi, Vepal)

(111) Tniustrial ‘rea (Indin, Mexico)
(1v) Imustrial Town or City (Mexico, Brazil, “hana)
(v) Incustrial Tract (US.)
(vi) Industrial sub~civision (Puorto Rico)

(vi1) Industrial Zome (Italy)

(viii) Trading cstate (United Kingdom)
(ix) Industriai Tred#ng Extete (Unitod Kingdom, Pekistan)

(x) Iniustri=l sstate (United Kingdom, Cansca, India, Paldsten
Sri lLanka, Jamaica and ulsewhere)

/126,
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126, The torm "yncustrial estate" e incroasincly used far smallep
rreas of the type described or for thos- offerinr factory buildinge,
whereas ‘e torm "industrirl district! or "{ndustri=1l arca" {is being

appliad more to those covering larg r arees,

127, Industrirl cstotcs con be classifiad accoriing tos
1) Tynns of freilities offered;
2) Purpos::
3) Sizey
4) Lecation; and
5) Degree of planning

L C

128, There are a mumber (four or fiwe) of areas in ths country which
edther ars beine developed or have been earmarked o8 imiustrial zoncs
for developnent as inustrial ostates repgarded 28 an accapted technimue
for facilitating end stimulatine industrisl devolopment not only in
developing countries but als in highly industrinlized eountries like
United Kingdom and .lsowhore, 1In the Statc of Brunci these areas op
industrial estetes are ns follows:

!, Bendar Seri Bepawan Inlustrinl @statu:

2, Maara Industrisl Estate;

3. 3eria Industrial istotos

4, Kuals Belait Industrial Tatate,

129, The industrinl estates mentioned above are in diffcrent stages
of davelopmont, Th: most covaloped incustrial cstate sp far 4s the
Mupra industri=l ar:a which will be further extonded in the future,
ficcass rords have been built and othep basic facilities such as the
provision of water, Scwerages, power, ctc, have been mede, Other
industrisy ?'«trten, nemely, Kuala Belait and Seria are smell. The
indurtr al arca in Bancar Scri Begawan (the old airport) remains to be
converted *< an industrial estnte, There »re othor indusgrial aros

or zonws which havs boen carmarked for use as industrial arzas in the
future, Thay still remain to be clerred and there has been no provirion

/of publie
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of public scrvices cxcunt along th roads which thzv adjoin, No vigérous
effort has boen mrde to claar th: earinrk:c zon:s on the outscirts of
Bendar Seri Bepawen and ot ara, So it will be -ults some time before
the plots on thusc estrts with essmtial services can b made available

for allocation an< daveloomaent,

130, Brun1 is 2 smell country with five f?iatrilcts, namely, Bander
Seri Berawen, HBrunei/Muara, Bolait, Tutong and Toemburons., For the
nragent, the location of at li-st one industrial =state or arsa in sach
district, would annear to b n suitable decision,

131, Th: proposals for the vlevelopment. of the inlustrial astatc on
the outskirts of Bandar Seri 3cg2wan wore propared by the consultants,
Valleatine, laurie and Davies, Other zones need to be planned and their
development cor<fully studied by those concurned with incustrial
development an. the setting up of inuustrial ostates to facilitate it,

132,  Mr, F, Bowles, a former UNIDO /dviser to 3run-i, proposcd in his
1971 peport that, as an alternative to the incdustrial cstetce at Bandnr
Seri Bugawen, planned by Vollentin:, Lauri: and Davics, the olc airpert
should be developed @s an industrial estete, The new intornational
airport hrs now com: into oper-tion, The old airport is well-located

in 1:1ation to tronsport r .l tions anc markct and hes a levelled area of
about 130 acr2s with pood foun.ations, convinient ac'cesa, the runway
which could he used as » founlation for many s-all factorics with a
suitable layout of roads,; with public s:rvic:s and the reuse of most

of the existin~ buildines, The cost of convertine the old airport te
an industrisl cstate would be -wch loss than that of develoning th: proposed
naw site, This altarnativ: 1s desimbl: to sav> money, time and
“additionel work,

133, The new dcp-sca nort has been ¢ avelopxd at Mars where the
decision to set up an incustrial 2st-t: has been commendable, In the
future if Brunei dev:lops favourable corcditions for exports, perhaps a
suitable part of the Muara catate could be developad as an arport
processing sono, Brunel may develop possibilitics for this in view of
the country's conveniemt geogr=phical position in relation to trmnsport

/ralations




rclstions with the Pacific ricion, the Southsast isian and othar
countrics,

134, Brun:i 1s a small st:tc and scneral facilitice shoudd be .mde
avnilable on the industrial ostates or areas for diffarent types of
industries, This will b= 2 suitabl: policy at least in the initial
stnoes of thoir daveloom:nt, Thers ar: diffeorent typ2s of industrial
astrtes, as roint:d out earlier, PFor Brunei, the "general purpose®
ostatos will be a suitabl- typ: for development, Blocks may, of course,
be earmrkod for frctoriss oroducing similer products, Similar factorias
neead to be srouned tomsth:r, Onc block in partialar should be marked
out or lesirmat>d for nrojccts which may helons to "obnoxious"
industri-s ziving rise to cnvironmental pollution, '“hilc this kind

of arrensomont will be desirsbls, the astotcs may be devsloped on the
basis of some specirlization with lons-term objuctivas of indgstrial

‘ duvelopment in view, as mentioned belows

t. Bendar 3eri Beppwan Inlustrisl uet:to = Food processing

2, Muara Inustrial .state = Timbor processing
3. Seria Industriel sstatos = 011/z:s industry by=products
4, Kurle Belait Incustrial dstate - Textilos

The abovoe suggestior 1s bascd on market and raw matorial availability
consid:rations, but should not be pushed too far, i

Several aspects of iniustrial ast:tce development

13s, There are scveral aspects of industrial cstates devslopment wid‘~a
must be carofully looked into, The tochnieal aspocts of the devel opment
are as follows: '
(1) Site selaction
(11) Zoning
(111) Layout and plot-sises
(1v) Utility lines
(v) Industrial buildings
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136, It ic important to examine the topoprephical characterisiics
which determine costs throygh investmnsnte in the leovalling of land,
road building, drainace systoas, incustrial tuiliin~s ane costs, Tho
zoning of an imcustrial ara or estato mny cover such .distinctive
categori :8 as residentisl aren, in.ustrial arca, comercisl and adminise
trative area, cducational and institutional ar:e, open groen area and
sporte ar:as, Th- layout and plot-sizcs are imnortant considerrtions,
The utility lines for th: supoly of wet.r, eloctricity, ras, eté. are
further considerations, The types of factory huildinge to be
construct.d for rent or hirh-purchssc nsed to be plann~d, The planning
of all thuse 5ctivit,1:5 on‘ sounct linzs will reouire the services of |

ohysical plannors, Industrial and civil en-inecrs,

137, The economic anc social aspacts of th Javelopment of industrial
estatzs include such considerations as thoir favourable locstion in
relation to the transnortation notworks of the country by sea,

road and air, Raw mat_.rials lave to be procurcd or imported to the
mamnufacturine comtr: and the fAnished products must be distributoed

to the scattursd markets, The availability of survice facilitics,

and the supprly of labour - skillud and unskillod - 2re dominating
considerations, Often th- location of iniustrial estates is determined
by tihe policy of a govurnment in rocerd to industrial sites such-as

the decentralization of imiustry and industrial population from the

alrealy congestad ar:as,

138, It W1l be instructive for 3runel to profit by the experi:nce .

of othur isian countrise in industricl ustates planning and davelopment
which has 2 numboer of aspects - nhysical, economic and social,

=] -] 2]

139. At prosent, the onlj areas of Jovernmont land specifically

allecated for industry in Brunei are (1) the onc at Muars which will

eventually provide an area of 100 acres of industrinsl land: (2 & 3)

the two small areas at 3eria anc (4) one at Xuala Belajt, The only
/large scale
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lorge scale incustry in 3runci is the oil industry * Seria and »

the associated naturel cas industrr at Lumut, Those lrrre ixiustries
have their own plans for lsng remuircmante for future e2xpansion and
housine construction,

140, The problesms created by the lack of incustrial land were
aooreciated in the peast an' attempts have been made to prowvide arcas
for 1lisht industry in vorious parts of the stste, Two 31all areas

heve hien aoroved for lirht incustrv at 3eria and nne at Xuels

Jelait, but so for no roade or services have been provided and

1nduutrj is only beins allowaed to be lacated in the areas on a temporary
basis, In dandar Seri degawan, there was a foasibility study concerning
an industrial arca of approximetely 300 acres of land - south of Jalan
Gadone and west of Sungai Kedayan - eventually reduced to about 220
acres to allowMr the construction of main distributor roads and

the exclusion of some private lanc already in industrial use,

acoording to the information by the Government Valuntion Officar,

in coonomic terms this industrinl arca could be successfully ‘
developed for industrirl use, . furthar possible site for an
incustrial arca is part of the old Brunei airmort siie - an arvs of

140 acres approxiwtely, These arc the wjor areas uncer consideration,
i poseible small araa nt Gadons will be suitatgle for inustrial use,
Industrial aress should be levclopec on a firm basis, The present
systom of one vear Temporsry Lic~nces for industrial land is not at

all satisfactory,

141, There is a crse for smll incustrisl sites in Tutong and
Tamburane districts to cnooursge the ~rowth of small st industries,
Tha industrisl arcas - existing or propesad - ar: shown in ‘nnex §
and are distributed as follows:

Brunei district - 6 proposad imlustrial areas
Xuala Delait - 2 " " "
SGﬂ‘ - 2 L ] L ] . [ ]

/1demtifisation




142, "s tha task of Jeveloning {ncustrisl :st-tes prorressas,
an effort should b: mnde ta collect un=to=date information about
axistin~ iniustrics for transfr to th- plots an th a2stotes when they

are roady and sbout potontisl projfects thot may ho developed on the
sst-tes, .fter such infortion has bueen coll:ct.d, the work on the
28tatas shoul! be phatod so as to accommoldat. the intsnciine industria—
lists on th: estrtes, taking into considerstion the accomiodation

of the expocted incustrics which may ask for plots on the sstatos,

143, The provision ol plots on the -states for oxisting and new
industries will be made, but the policy of stimulating incustrial
wovelopment in Brunei and attractine industrics to the est-tes must

be pushed further by constructing stzndard type advancd fr ctory
builddnos for small and mecium=siz ¢ in‘ustrisl enterprises to be
rentod to the entreproncurs at low subsidised rrtos, The lovel of
rent Ay Le revised upiards subsequently, This typ: of incentive to
smell and meddun 1evel ntrepreneurs will Ho very useful - a2 situ~tion
in which, insteacd of Bnthering about th incustrirl sitos and planning
the layout of their factorizs, th: entreprineurs cnn concentrete on
the »roduction and distribution of thiir roods, This incentive has
been foum! vory us:ful for industrisl devolonmont in other countries,
The ides is not thet a lare:r number of sdvancal fictory builitines will
be constructsd, which may remein unoccupicc for a lone tim: for lack
of temants, The concopt rath:r shoul- b: that about half a dozen
ecdvanca factory huiliines should ~livays he avrilahle on the mpst
devaloped estitcs s6 that any lack of factory builiings should not be
an obstacle to industrial development,

ks, In peneml all the four or five est~tes should be Jevaloped
as iniustrial estates with all the necessary bhasic servicus - roads,
electricity, watcr and sewerage facilities and extonsion services
rether than mer:ly as arzas carw rked for industrial uec, The
estates should be planned with this objective in view and there
should be fullest co~oper-tion between the consultants and those

/responsible
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responeibl: for planning anc inlustrial <ev:iopment, They should
bacom: the nuclel »round which incustrios * ill develop and should be
aorved with the necessary freilitics,

145, After takine the 'ecision to sat up industrial astates or
areas in scveral parts of the country, the Gevernmont of Brunei h-s
left th actu:l task of planning ~nd developing the cstates to the
Town anJ Country Flanning Office which is, of cours:, aivised by the
firms anc consult”nts, :lthough this tssk nceds to b- co-ordinated

and intesrated with towi and country planning work, the present
arrangeaent is not satisfactory. This arrangement should not contimue
for 1lonz in view of the spucialized neturc of the work associated

with industrial cetates development and planning, It is certainly
desirable to heve a scparate organization for the adninistrotion and
menagament of the estates, It is recoamencdaed that a separate division
for the purposc is created within th. Brunei Sconomic Development Toard
under a senior officinl, The Division should be known as the
Intustrial Tstatos Dovelopment and Manac mont Division, The Divislon
will toke over the entirc task of acruirin~ land for {n'ustrinal estates,
premere nlans for th-m, develop the estates in detail, allocate plots
ant factorizs to the inlustrial terants and will carry on the adminis-
tration and manaroment of the cstatas on bohalf of the Government ,

It will, of course, work in close co-operation and co-ordination with
81l concerned derartricnts of th: Jov:rament such aas Land Comr:issioners’
office, the iconomic :lannint Unit, thc propoged Industrial Devclopment
Division ani thu In ustrial Credit an. Invsstment Division of the
drunci <conomic Development Board, Offic: of the State Financial
Officer, ete, The .dcv:lopmont and menagement of the industrial estatas
will inwlve the co-opsretion of a large numbor of departments and

the usefulness of a separatc organization for this purpose cannot be
denied, The new division must bc mnned by sdministrators and planncrs
Who have axpericnce in estnte developmont and planning, In addition,

/the division
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the division will naéd to establish contacts with local and foroiem
entropreneurs who will participate.in industrial dovalopment, 1In other
words, it will havs to engree itself in incustrial promotion work and
will need to recruit suitably oualified persone for this purposc,
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dapertance of prol. :ts

146, National cevelopment plinning has to be rone at thres levels -

macro, sectoral and project lovels - hocause of the interrclationships
between them, £ macro plan or a sectornl plan h=s to bec supported by
well-conc ived and well-enginecrod projects, Project planning has
great operstionrl sipnificance, In some cas:s, however, there anpears
to bc an artificial scparetion betweon the formulation and implementation
of plans, There ~re oxampl.s where the formulation of A sophisticated
and comprehensive acarizative plan has lacked welleplannod individual
nrojects, This deficiency is due to the fact thet it tnkos a lone time
to identify and prenars a sufficient number of ~ood projects need~d to
implemont a plan, FPre-investdent ~nd invest.aent studies of mrojects
formin~ pert of the agAegative plan are n:cesszry well in adwance,

But very often fuw prejects are carefully workad out in all their
aspacts beforo the work of implementing them begins, /s a result, many
projects arc carried out at unduly hish costs and ove longor perdiods
than foasible, .ttempts to reducs the time spent in preparing

projects freausntly result in the choice of low=yicld projects;
substantially incrersed costs and delayad construction bacause of
technicrl and other problems thot ware not fores. ‘en; poor phasing of

. raw mterdials, transport, st~ffing or othor reoulrenents; failure to
provide adequatu financing; shoddy construction; and inability to make
full use of completed vrojects,

1.7, In most developing countx:ies, the basic weakness is a shortage
of soundly conceived projects, Most countries run into difficulties,
not in formulating overall plans, but in preparing and carrying out
orojects and in opératinr thom with effici:ncy when completed, Rven
before a country cmbarks on a comprehensive plan, the follo\dng steps
should be taken:

(1) to salact well-conceived and well-cneincered projects with
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potentially poo. demand for their products or scrvices;

(11) to rank them in orcer of their contribution to 2conomic
dev:alopnent

(111) to vork out the scope of each oroject, its forwsrd and
backwsr linkege and the extent to which it could senernte
procuctivity impulses anc the need and possibilitiss of
othor projects; '

(1v) to ea;ttmte the domistic currcney snd forsien axchange
reauirmonts with a sufficient Jegroe of accuracy;

(v) to lay down ronlistic time schodule for tholr ax.cution;

(vi) to meke available the administrative capacity and tne
political will to toke th:se steps; and

(vi1) to executc the projocts in accordance with carofully
develop:1 prorremme of action,

148,  Expericnce has shown that countrics with well=proparad projects
imnlemented by sound budgetary procedur:s and controls can achiove

high rates of growth aven without a comprahensive plan ~né that

ocountrics with oxccllent arprepstive plons ‘lesantly worked out could
not achisve the desired results as thay wirc not able to provide
well-conceived projoets, This mphasizee the importance of project

plan formul-tion in advance of the sectoral and argregative plan, The
esscontial point to keep in mind is that actual “conomic devalopment
takes plece in th: form of projacts beins imolmented, Tt is, therefore,
sssential for those concernui with plannine at all lavels to have
nowledge of the principles an tiochnicues inwolved in the identification,
selection, devilopment and appreisal of projects,

Befinition of & projoct

149, ‘dthouth the definition of a project ey 2pperr to be & simple
mtitsr, onc should not cenfuse the project with the physical results
of the projzct, such as a capmont factory and tho 1ike, A precise
definition of the t:m "'projoct“ is necessary for a propor amlysis

/or appraisal
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or appraisal of the projects, T'?'ree racent preelse definitions of the
tarm may be rivun as follows:
(1) .. project is the bnsic unit for decision-makine in the
investment of the notion's resources;
(11) « projcet 1s a plan of action encompassing sone activity
that is'part of an sconory;
(111) . project is the smallest unit of activity that can be
separately planned, anslyscd and ad unistrotively implemented,

150, L good and adeauat: Jefinition of the project coulu be obtained
by combininz all the three definitions in the s2nsv that a project is

a plan to .ventually bring about the physical existence and successful
operation and wpintsnance of a freility to procucc roods and services
for which there i3 a roal nced, The project i{s thus a brsis for
decision-raking and {s the smallost articulet: besis for this, It
should also be recoonized that a nroject is completad when the facility
1s reedy to perform the function which it is desirnced to perform, This
recognition is necessery becausc often thore is a tendency to loosely
amnly the tem'"project” to tho plan for the facility el to the
facility its-lf,

151, The dorld Bank usually has intcrproted *he peforences to a
oroject to mean a "proposal for a capitzl investment to cevelop
facilities to provide Roods and scrvices", Projccts in this sonse

can vary widely in size, choracter and complexity, They can consist of
an investment to build something entircly now, quite specific and
virtually a unit in {tself (a paper plant): or of investments for the
axpansion or improvument of existing f-cilitics such as the installation
of auicitional guneritors in an axisting powur plant or several expand ons
of an existing iron and stcel plant; or a qmch more generaliszed
investment involving » grost nany facilities and activitics such as

the modernization of the existing railweys,

d 2

152, There are renerally throe typas of decisions thrt nry be mde

/with respect
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with respect to mrojects: .

1) Whether or not to undertak: 2 projct

2) “hich of the two or mora projects, epch of which is
int:ndd to produc: th: same stroan of future bemefits,
should be praferrcd to any of the others,

3) Given a ccrtain bucgotary limitation or constrrint,
which group of proj.cts should be undertaken and what
ranking should thuy be civen within thet 1iaitrtion,

153, These are really three formulations of the problem of cholce
amng alternatives, Cholces among alt:rnatives heve nocassarily to be
made on the basis of certein objectives Cesired to be achioswved,

criteria upon which to bese a comparison among the (ifferent altermatives
with ~s much objectivity as possible and cdecision rulvs thet will

point out the notur: of the “est cecision to take,

18, Some of the ~ost “ifficult ou:stions in project plamnine and
appraisal or evaluation spng
(1) Have all th- sicnificant slternstives, particularly in
the first typ: of decision mentionsd above boon included
in Lthe analysis? '
(11) Have the proncr critoria or decid on rules to apply boen
corractly chosen?

188, In project 2nalysis efforts shoul. hc mede to try to loaen

as much as possible to snswor th-sc sucstions, It should be racopnised
that there arc some Auistions which can be answerad only with the
exercise of julgmont rather than arithactic, On. significant thing

to be learnt in project 1nelysis is the fact th-t there is mo project
whore. th: analysis can b: exclusivoly quantitative or exclusively
Qualitative,

156, The decisions to umdertake projocts or not, to prefar one project
to anoth:r, or to profcr on: set of projects to another ars exsrcised

/oy the following
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by the followins types of dacision-mak:rss
(1) ™e entreproncur or ownor: .

(11) The ownor of resources loaned to finance the project;

(111) T™he individusl povernment srency, such a8 a ministry or a

. “entrtment, hich his to anprove a project or authorize
the grant of som: kin! or public assistanc: to the nro Ject
as adainistrative rogulations mey provide;

(iv) The ustablished formal planning oreonization which hes to
deeide on whet projects should be included in its scctoral
plans and is concurned with probleas of budgeting, ranking,

ontinization of thc use of resources, otc,

187, It is to be noted that no clear-cut anc rigid distinction
batween these categorics is slweys possible, The financing institutions,
both national and international, have a Jual role. The relevant point
that 13 noteworthy in this connection is thet the attitude of those

who are responsibile for th: plannine, formulation and avaluation of

pro jeets and for th:: recommendations of projécts to the decision

mkers for accoptance are necessarily influenc.d by the pearticular

typc of decision maker they are donlineg with because esch tyne has

his or its own basic motiv-tion,

158, The private ontrepreneur or owner of an »nt:rprise generally
beses his decision on whether or not he can expect to get 2 return on
his investment ssatisf-ctory to him, usually measuroc in money after
811 his coste havs been deiucted from iis receipts, He is not
perticularly concerned with whether or not the projcet will vi-ld
maximun benefit to th: economy 2s a wholc. The lender or creditor,
whether an indivilual or a benk or other financing institutions,

looks at a project in toms of the intorest he can collect on the loan
and its repayment in accoriance with an agreod scheculs,

159, The government policy mskor looks or should look at "candidate?
projects in tumms of thec oconomic raturn to the nation as a whole,

/In cantrlly
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In contrally or nationslly plenncd cconoriics he is obs-ssed with tho
mroblem of optfmizin.'r the allocation of rasources, The Yorld Bank
and similar institutional resources of int:rmationel finence rndl o
mrowing numbr of netionel finsncr institutions, nrivate or puhlie,
heve usuclly a cual motivotion, They t=st projcets an their profit
votenti~1l, hoth for th: 2conomy as 3 whole an! for th. owner or
antorprise »s well as for prospective croditors,

160, Some large, ~rivatoly=-owned business corporations, partioulsrly
thoss whose opurations cut scross nationsl boundarizs, have long bzen
aware of the necd to look bayond the tra.iitionsl profit motive into
the sconomic hoalth of the countrics comprisine their markots, to
essur: security of thair inv . stuents, an¢ remitability of their
profits onu capital from country to country, as well as to proserve
an: expand thess markcts,

161, Thers arc two b2sic approaches to project analysis which are
wide apart when thcy should preferably iash into sach other - the
theoretical and the practical (or rule of thumb), Those who adwocate
ths first approech charce that the 7ethods of the seconc are too crude,
whilc the sdvocrtes of the latter charee that the -vthods of the former
ars inapplicabl: to ro»1 casos, In fact, therc 1s substantial truth
in both charge and countorchare>., Thars is no happy commromise hetween
the two as vot, Despite th: oncouraring developments of ane lytical
tools and of now applicstions, the fact romains that the role of
analysis must be thet of an aid to the decision mker, not that of a
substitut: for him and operstions rescarch sn! kincred sctivitioe

can assist, but not supplant the ~xcrcise of juceement as to which
nolicy is bost,

Dxnoe of orotzcls

162, “vory project inwolvcs th: investmunt of rosources which
genurates over the 1ifc of the project, 2 stroam of bencfits and a
strean of coste. The common objuctive of cvery project is to set up
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a facility to produc: ¢ither ~sods or scrvices or both, Thase stroams
of benefits and cosis and tLhe capital invested are the cssential
alements in the quantitstive cetermination of the financial and cconomic
soundness of the vrojact, The identificatisn and the measurcment of
these benefits and costs are the cantrsl thome of project analve” |
But not all the costs and rot &1l the hziefits are readily 1 .ntifiable
or measurable, JSome arc direct and some indirect, Some arc tangible
and thus reascnably nes cureble, others are ihtangible The extent to
which the idertificetion and neasurement of benefits and costs can
be achicved and the methedoloey be applied depend in large part on
the type of project Lo La analysed,

163, Projects can be classified in several ways:

(1) Cae way of classifying projccts may be to consider their
revenue aspect, that Is. whether they are revenue-vaming
or 195, This simplifies analysis soumewhat because if
the projuct doos not cam revonuz then at least the
determdinitien of 4t5 financial profitability may be
ignored or minimized. rhe exarples of suth projects
arc imropalor Worke or aydro-electric projects;

(1) 14 cocond war ray be to classiiy pmjects according to
the trpe of actjvity - whether the projhcis ara directly
) p.oduciive or whether thoy are ccoromic infrastructure
or 3 cisl cverhssd projecis;
(114) " third way would he to classify projects accorcing to
oxnarsuip - public, peivete or mived,

‘ 164, The vevonre-eazning projects will have to be suhjected to both

. financial ard cconcmic profitability tes‘s as well as to other t ests,
Non=rsvenue yie'dirg nrojects may not be subjected to financial
profitability test but wilk pose more difficult problems of identification
and measurcment of t heir benefits and coss, Directly productive

projects are »t the same time revenve-earning projocts. Factory
projects, whether publicly or privately-ownsd, will thus have to be .

/subjected to
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subjected to all the tests ond, in their csse, the benefits and

costs gcnerated by them are more easily identifiablc and measurable,
The mrin or only concern of the ovmers of this typ: of projects s

to obtain a financial return on investment, Their bonefits and costs
are easily determined and v-~lued for financial anrlysis anc these
can be utilized, with suitebl: modifications, for det:rmination of
economic profitebility, The analysis of non-revenu: earning projacts
inwlves more difficult problems of identification and measurement of
ben:zfits and costs, particularly benefits, In partly r:venuc-earning
projects like multi-purposc river=-velley cevelopment, the proper
allocation of joint costs is often a difficult process which compels
the anelyst to resort to some rule of thumb,

1658, On the criterion of ownership, projects fall into threc main
types: public, private and mixed, Public enterprisc projacts

are those projects that are both ownad and operated by government
entities, but nay also include those projccts which are privately
owned but are closely regulated by government, The charectoristiocs of
each typc and the differences botwien the types ars of particular
ralevance to the projcct anelyst. GCenerclly speakinr, public projects
are much more difficult to analyse o~ evaluate than private projects and
infrestructursl projects lik: flood control, xlucation, ctc, are more
difficult to evaluate then ciractly proluctive projocts,

Characteristics of cood projucke comnpn to all typos
168, Thess are:
(1) Technical, manpower anci aconomic souniness;

(11) Logical linkages with the economy, present and future,
so that they mesh into the economic daveloprment strategy
and contribute to it; and

(111) Capability to produce early profits for and henefits to
the economy, at appropriate rates,

166, Charecteristics of bad projects common to all types would be

/the opposite
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the opposite of the above, In cach type there are acdi tional
characteristies of the vood and ths had projuct, In manufacturing,
for example, a good project would have, in acdition to those acntioned
above, the following:
(1) Txistence of a market, eith:r domestic or foreign or
both, rcady to accept the profuct provided that it complies
with rcasonable standaris of auality and price;

(11) The projact hae, under normal conditions, prosnective
procduction cost advantapes over (lomestic and foreign
competitors;

(111) Capacility of conerating carly profits for the entr:prenewr
at the desired rate of retum or greater,
The cheractsristics of bad projects would be the followings
(1) Weak or unreliable finanecing;
(11) Incompetent menagement
(111) Lack of adequate ma rkot _

(4v) Lack of production cost aivantages over prosjective

compectitors, )

Jdentdficatdon and formulation of prodects

167, what hos so far bien said in very simple terms has a bearing

on the identification and formulation of projects, The identification

of projects may be done in several ways, Pirst, in the private sector,
the projects are identified by the private entrepreneurs, Socondly,

the public scctor projects are identified by the planning organization

of a country or by the Novermment departmente or the ministrics or
agancies concerned, Lastly, thay are identified by th: natioml,
ragionel or intermational finencing institutions from the stanpoint

of financing and development like the devalopment banks of a country,

the regioml development bank like ths / sian Developmont Sank or

African Developmont Bank and the World Bank, It is the several typas ,
of decision-mkers who are also bfoadly responsible for the idemtification
and preparation of projocts, ' '

/168,
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168, Irrespective of wheth:r a propesed industrial projJect is to be
established by the Govcrannt or privats investors, it should be

developed in an orderly way throuwh.invcstigation and anslysis to

prevent loss through uncertavineg an unsounc project, There must be

& sequence of project investigation and development carrying a

project from the initial idea stone to the complition of construction,
‘n industrial nro1oct usually orisinmtcs as nothing more tlian a

verus 17ca in the h2ai of a nrivate huslnzssman or » povernment official,
He ohs:rves the noed for c:rtain roods, that is, a potuntial and
concludes that the feasibility of :stablishine an enterprise to
manufacturz them should be investirated, Usually the potential

mark.t is nvidenced.eith:r by iaports or by unsatisfiad local demand,

rlternativ:ly, the oroject originator may think that local

rmw mterials or skills misht provide the basis for an exporting
industry, If it appears that a proposed projcct would have market of

roasonable sisze, invistigations into the overall feasibility may be

warrantod, The various aspects to be consicdercd in proparing feasibility
studles are ziven in annex 6 as an exauple,

165, The procass of identilication varics with the point of view

CHART 1
Eredect Identification

Private Pl nning Development
Fatreproneur Comm Y] Bank

WHICH
PROJ

Zxemnle of (3): Mmmsfpnmz
'. RURPOSE: To devalop a continuous flow of pood projects into
| the Bank's "pipaline®,

/2, TEST

o s




-

-7 -

2, LioTS OF ;» GQOD FPROJACT

3.

8, Uo tho sector in which the project falls, and the project
itsulf, appear to be of hirh priority in the country's development
plans?

b, I8 the project fcasiblae?

¢. Is the Governuunt willing to support the projact?
Fq’:‘.‘ nid .

a, Through "repsater loans" to the same borrower for subsequent
stages of the same or a similar project,

b, New projects discoverad during process of supervision of old ones,

¢. Through the "pigeyback” operation: in granting losns for
specific projacts, silditional funds incluced for foasibility
studics of subscquent nrojects,

d, Through specific idantification missions sent to a country
to examine soctors not previously aided,

e, Throush aconomiz missions sent to countrios to review ma jor
soctcrs, satablish prioritics, sn’ identify projocts suitable
for lending,

f, Throuch identification by others - new borrowers or private
buslness organizations -~ and brought to the Tenk for prospective
financing.

Erelect oroparetion or formulation
170,
decisions have to be taken at verious levels - technical, cconomic,
financial, ctc., (b) then the feasibility studies have to be prepared
in the light of various considerations, (c) fimlly, the project will
be presented for financing and for aporoval by the planning organisstion
anc/or other rovernment bodios, The process of in‘ustrial project
preparation may be explained below:

In regard to tho proparation or formulation of projects (a)

Burpose: To obt~in anproval by satisfying the rsmuiroments of the

decision-mkar concerncd whi’h may b: any of thc folloWd ngs
/1. The
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1. The Prospuctive Finsncier
2. The Vlanninc Comnission
3. Some particular dinistry or ‘.2cney of Governnent

CH. L
Stvm 0. Brodeck Preparation
STUDLIES h SUTPLIMRNTLRY | _
INFORMATION '
Markct prospects
Technical Requir-men?: ‘l
labour, raw ratccinls, Fi.SIBILITY PROJECT
ete, N o
Tochnical feasibility | | RAPQRT PROPOSAL
Geonomic feasibilit—
Finaneial foaaibilivy
Prospactive o.zanizetion
and management
Social and environmental| |
con3idorations J
€
reject (1)
88 0Ny, PR ISERS
Ihe Prodect Cyele

1., The several stages in projeet development is called the "project
eyela™ as shown ir tho char® below,

CH:RT 111

: - Stagee in the Project "Cygle"
1, !Identzﬁcat*m ]

2, E;.paratio-\ '-}-—* b3 x
i "Oycle"
-l

l r.Rejact
IMPLIMINT,. TION | 5

/.ppreisal of projects
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172, The aporeisal of iniustrial projects has sevaral dimensdons
or aspocts, These aspacts and the basic questions connected with
them are shown below, '

Lepraising the Digensions of o Profoct!/
t. Tachnical 1, Is the projcet sound from the technical end
engineoering point of view?
2, Beonomic 1. Is the project in a scetor of high priority?
2, Is the project likely to contribute effectively
to the development of that sector?
3. Will that contribution Justify thc investment

of sc=re: rusources in th: projact?

3, Mnancial ', Is the unterprise to construct and operate the
project financially sound? If not, how can it
be made 807

2, What fimncing will be needed to bring the
facility into operation and frm what murces?

3, What will be the probabl: operating coste and
revenues? Prospective liouidity an' ratc of retum?

4, Commorcial 1. Have adequate arrangsments boen made far the
#upply of goods and services nseded for construction?
2, Have acaquate arrangements been mde:ofbr the
supply of inputs nceded in the opcration?

5. Organisatiomal 1, 1Is the organization propossd to carry out and
.to operate the projeet 1likely to bz suceessful?
2, ‘Wouid outside help be needed? .
3., ire prospective controle adequate?

6. Mnogorial 1. What is tho quality of thc proposed manarament?

/Is it likely

U/ ibstracted from King, J.7. - Egonoaic Dovelonment Prodects snd

|
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Is it likely to be adequate to cnsuyre re rformance

not infurior to that to be expected from the appraisal?
To the six dimensions nentioned abovs, two more should be added, (7)
soclel, and (8) environmental,

Sonsideratlons in projvet appradsal

173.  The basic purpose of project appraisal is to provide a rationel
basis for choice between a.lternat,ive projects by estimeting prospective -
performance of each alternative, The basic methodology should irwolve
various consideretions as follows: ' '
(1) Identification of goals or motives to be served, depending
. on the dacision-maker in oucstion
(11) Selection of the most responsive critsria for choice;
(114) Identification of all poseible alternativce that should be
considoered; )
(iv) Determination of the project data that will serve as inputs
into the chosen criteria - invostment anc annual costs
or expenditures, annual benefits or rovonues, eotc,;
(v) Application of the chosen criteria to each altermtive-
(vi) Preparation of th~ appraisal report ,
Within the space and time aveilable, it is not possibla to examine
all these auestions and, instead, some ample approsaches to the
appraisal of projects will be rut forward, '

Q (-] e : [}

7%, Decision-mekers roquirs a methodolopy and criteria for formulating
and evaluatine alternative projects, Unfortunately, therec is no
universal criterion hy which one may assess the henefits of a project.
The weual criterion for a private investment is the commercial
profitability which is not appropriate to the national context, Some
~overnment policiss are applied to the pricinz system, the techniques

of production, new investinents, etc, Here we make an attempt to

/introduece
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introduce some simple techninues for & cost-benefit analysis and to
nrovide somz tools which responsible ndministrators »nd decision-mak-rs
may find useful, However, one must not for-wt that these tochni~ues
are ro substitute for experisnece and common scnsc, Hardly a set

of peneral proforms for projsct evaluat,ion and decision makine could
be used,

178. The first essential thing 1s that the cost-bonefit analysis
should naturally be the outcoms of a detailed technicsl study of a project
Most of the elements of the technical study woul! be incorporated in

the projact evaluntion study, Often the defects of a project would be
found in the technical study and, if so, there is no further need to
carry out the cost-benefit analysis, Tt remains true, however, that
there is a tendency on the part of project initiators .o makc optimistic
foracast of the demand for the products of their px;ojects and of the
supply of thoir inputs and their pricing, in order that the projects

may be approved,

176, The project is an investment unit - a technical unit or a fim -
in vhich commodities are produced, Its owner will have *- invest,
transform innuts - raw materials, lahour, energy, spare parts, ete, -
into outputs according to the techninue of production thot has been
adopted, The difforence bHetween his revenue from the sale of the
outputs and the cost of ﬁ.t inputs is his profit if positive, or is

his loss, if negative,

Ihe cash flow

177, A first test of the visbility of the project is the study of its
cash flow halance, A cash flow is a table recording all the outlays and
the receipts of the project on an annual basis during its life time,
The outlay is the cost of running the project in the economic sense - -
the cost of inputs - taxea; royalties, etc, It does not include
depreclation and amortization, If the owner of the project does
contract a loan, then the intercst and the yearly instalment should

be fecorded. The recelpt of the project is its total receipt including

/subsidies,
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subsidics, royalties, stc, Ths net gsin or loss is the differ:nce
between th. recaipts of the project and its outlays during the vear and
are noted as forlows:

R = Total rec:ipts for the yuar (t)

'0,. ™ Total outlays for the year (t)

Py ™ Net profit (or loss if ner tivs) curing the year (t)

Then, by definition, P, = R, - Ot; t =1,2,,....n; and n = the 1ife time
of the project, At the baginning, the outlsys arc the invostment which
is usually denoted bv I, After the investment period thes normal outlay

is the runnins coat of operating the firm which is denoted b Ct'

178, During the first year of exploitation, the firm is usually
operating at a loss because it reaches its nornal capacity of production
only aftor o time and therc is a delay between the sale of, and the
payment for, its output,

179, The firm usually shows a deficit durlng the first year, The
number of years aft~ r which Pt is positive is important becauss it shows
the necessary span of time nouded far the firm to have sclf-sustai ned
growth, However, ths total nrofits byt F’2 +,,...Fn must be positive,
because the antorprise must increase his capital in the nonetary sanse,
During the years of doficits, th: firm needs cash or credit to cover
its running exponses, This additionel capital is called wvorking capital
which 1s the cash or credit needed until the cash rrceipts are cqual

to or in exccas of cash outlays, In the cash flow balancz, the balance
of the previous year is carri.d ovor to the subscquent ya2ar, If the
total at the end of the yzar s negative then the working capital should
be oqual to this amount, ' ' :

(1) The pay-bagk period

180. The pay-back period 1s the span of time k such that *has total

benefits of the exploitation durineg the tirst yoarss 1,2.,.to k cover
the cost of the investment, Tho pav-back period is considerad as an

/important factor
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imnortant factor by banks which dislik: unc erteintieS.g/

(11) Tho vzlye aaded

181, The total of the sin P, + P, +...F ‘durin- the life period
of the n years of the firm i3 the value added. This term ie not
significant econoalceliy becane it has not taken into account the
time factor, )

(111) The beqefit-cost ratio
182, The ratio of th: velue added and the inv:stment is the benefit-
cost ratio,

iy 2] 2n8C

183,  As it has been nntionad earlicr, the wlu~ added is not a

usoful critorion because 1t has not tak:n into account the rats of
intcrest mostly for a long=temm project such as public utilitics project,
etc,, for which n could be 30 or %0 yoars, It is .asv to understand
that 2 sum S at a piven rate of interest i, would yield aftar 1 year

« sum 5, which is equal to S (1 + 1) and after twn voars a sum S, which
is <omal to S (1 + i)2 ete, '

184, ° Reciprocally a sum 2 gain:d affer one year is onuivalent to a
sum 2 (1 + 1) pd ned at the prosent yvear, A sum ¢ rained after
two years 13 couivalent to a sumg (1 + i)zpained At 'the prescnt vea,r.y

185, The torms _ g 5y @te, are called the present value
T+1 0+ 1%

Jof g grined

27 The term I ( Investment ) does not appear bucaus: adcording to our notation,

it {s already included in the term P,..P ,2te, with a nagative balance,
In conventional notation, if the time is“racorded as t = 1 when the
firm starts its operation, the investment period is thon supposad to
be done before this period of time, The method of notation makes

& clear distinction be%ieen the investment snind the operating cost,
However, during the life time of the firm, it would be difficult to
make such distinctlon for new investment and it is not conveni.nt

to {ncluie the discount rete in ths calculrtion of the present value,

, ste,

Y/ If the rete of intorest changes from yoar *o gear, the term (1 + 1)2
2

ete, wuld be ths product of (1 + 1,) (1 +1
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of ¢ aained in the next year, i1 the naxt two vesrs, stc; i is the
rate of discount for ths project,

P1 | R  + - ,
186, The sum CEZN) + IV + GEE is call:d the present

value added of the invsstment, The prosent valu: added is denoted by PVR,

187, The principle is simple, Once the rate of discount is known,
we calculate the psy~bzck perlod, the benefit-cost ratio, cte,
straishtforward, while using the prasant value of the benofits
instead of its nominal value an! the project sclected is usually the
on. which has the highest PVa-cost ratin, f"e the aim of these sf.udiee
is to compare the relative merits of altemative projscts, 211 the

investments are supposad to be auto~financing,

188, The crucial problem is the rate of discount to be used, On

thds ouestion, views differ, The usuel criterion for private "irms is to
use the ratc of discount which is eaual to the cost of raid ng capital or
the rate at which the firm has to borrow from some lendin~ institutions,
Hercin 1i-s the main diffiauity for develoning countries where canital
is scarc2, Th: markst rete of intercst is hirh, ususlly over 205,

With such a rate of inturest not many investmonts would bo profitabla,

f & lowr-te of discount is used then it is couilvalent to subsidizing
capital for investment, This policy hes been used in many of the '
develoninm countriis in th: initial stages of their industrislization,
3ut this'policy has nany :raw bocks: first, it =ncourarcs high capital
investment, and 1ess lahour-intansive technioues and, since capital
is cheap but not sufficient to satisfy every demand, it érantoa
aiscrimination in favour of larec firms in respact of horrowine,
distortion in the suvply of canital by deprassing th: saving rate, ste,

g 52

189, Others recommend that the social di scount rate ‘ie the rate to
be usad in th: appraisal study. Some define the social diseount rate
as the ratio of marginal valuc of consumption ov:r time or the rate
of interast used by households in their saving-spencine decidons,

It 1s a function of the srowth retc of per capita conmimption and of

/the slasticity




the elasticity of th: mrrrin=l utilitv of consumption, Th- formula

hrs bren viven by b, Samclmn as followss

t+i=(1+p)0° whore,
r reor:sents spowth - ie of nar capita consumption, and
% 2lasticity of ths moreinal utility consumption in
absolut va;ue, % is & positive .number but the alasticity
of marpinol utility is necstive,
By aporoximation: 1 = 7 x r (anproximation formla)

190, The conclusion it that th. soci’ 1 rate of discount incroases
proportionally with the rte of ~rowth o” per capita conmmption,

Thus the hicher the rate of growth of consumption in the absence of

the projact, the harder it W11 be for any given project to be acceptable
on the basis .of its future contribution to n-gregate consumption,

The time preforunce of the marginal conmumption pattern is sometimes
linked with the survival probability of the indiviouzl concerned,

191,  Other authors define the social rate of (iscount as the marginal
procuctivitice of thec capital, This assumption implied that the
oconomy would follow sn optimum path of srovth because the logic of
optinization reauired thet investmont should be carried to the

optimum point where the net social retum would just coipensate for

the lower value relet;ve to marsinal present consumotion,

192, From the proceding discussion, the choiee of the rate of .
discount must remain a value Judroment, hut this dicression {» useful
to show a relationship between difforent elements of matiomal

plaaning, The social rate of discount is a function of the consumption
nattern and the rate of srowth of th: GIP which usually are fixed

in the nationsl plan, l

Nex_indicators

193, The practical methad for the plamner is to fix the rate of
discaunt, The rate of discount is usually low for public utilities
which are high capital cost projects, It usually varies froa 4 to

/6 por cont,
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é per cent, The oroject to ve choron is the one which has the hichest
FVA-cost ratio, In Uity for water resource devalonment projects,
this process is used with a cut-off ratio, It means that any nroject
#ith a bencfit-cost ratio beln. a - rtain rotio ir rejoctod, For

an industrial proj.ct which i5 re:lated to th: 2xport mirkets, the pote
used 1s usually the intcrnational rate of intoerest, For sunll-scale
arvl medium-scal= projuects, the usual reate uczd is th prevelent local
rat> which is usually high cue to the rate of inflation and the
unccrtainty =1:ments in the capital markat, The 7ov-rament action
should be io tak: charee of +his risk factor to brin? down tho lending
rate to medium and small-scale enternrises,

dnternal rite of roturn

194, Another method consists of calculatine the internrl rate of
raturn of the oroject which is ths rate of discount which would make
the PVA snual to zero, There i3 sich a rate bacause when the rate of
intorest is zero thon th= PVA which is the value added in a monetary
sens: is nositive, ‘'hen the rate of interest is sufficiently high,
all the prasent valuses of discounted benefits are small comparatively
with investment, then the V. 1, neative, Somewhere between these
values thors should be a rote which renderse the VA ogml to zero,
Then the project selectod is the one which has the high rate of
returﬁ. This procedurc is meaningful only under a rerime of perfeet
coipetition, in which the capital mark:ts contain no rationins and
1s equated by the intcrest rate servins as the price,

19s, In all thuse calculations the repercussions effects must be
taken into account., These could be cla ssified as local interdepondenca
or the :ffect on the sconomy 23 a whole, As locsl intardepc.ndcnce,
one could list ths physical interdependence, aconomic interdependence
or the external economies effocts, local employmont, local morket,
social overhead, ete, Th: effects on the economy ns a wholz could

be the structural uncmploymont and umefemloymont, canital and
foreirn exchanes gcarcivy amd the population offocts, That ia the

/reason wiy
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roason why a detailyd technical proparation of the project could help
to isolata these factors,

196, Thus a straightforward method is first to calculate the value

aided of the mroject, then the commercinl profitability or the PV- .
and then the national profitability. Thes: steps should be teken,

Prom the technical data, we could estimate th: accounting profitability

or the FVA-cost retio by undertaking the followling:

e The pricing of the innuts and outputs;

2, Th: calculation of the direct benafits and indirect
benefits as wcll as the disincentives (pollution, otc.)

3. The calculetion of ths value added ~f the project;

b, These costs and henofits should be detailed in two
parts - in local currency and forcicn currencies;

5. On tho lahour side, it should be divided into local and
foreimn technicisns - skilled and unskillad labour:

6, The calculetion of the present value add:d of the projset
is done straightforward for different retas of discount,
LY Y

atdonal ucopomic profitability

197, Corrections should bhe mdé for foroirn exchange, skilled
labour and unskilled labour, The foreign exchange premium is usually
positive hecause usually the ratio of merket clearing to official

eif price is preater than 1. The price usod for the foreign exchange
1s the shadow price, which is a weighted averare of the rotic of
market clearing to officlal c.i.f, price, the waights reflecting tho
content of the marrinal import bills, A practical method is to use
the parallel market of the forcinn exchange to meke the correction
(which 18 not exactly the shadow price as defined previously Hut .suld
_reflect to some extent the markst price of the foreizn exchanze)., The
second correction is ralative to labour, ! distinction is made hHetween
local skilled labour and unskillad labour, Usually there is an
additional nositire premium for skilled labour., It means tht the

/market waree
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market wave of th: sidlled lahour is ralatively low and does not
reflect the scarcity of skilled la»our in the country, /n upper limit
for this premium is the ware of similar skilled labour in daveloped
countriss, . procticel methed is to use the salarv of the skilled
labour paid in privete fims neinly in foreisn companies which usually
reflects the market wage preveiling in local conditions,

198, As rogerds unskilled labour, 1t is usually regorded that the
opportunity cost for unskillod labour is cousl to zero and the promium
is eoual to one, It moesns that the social cost of ware should be
equal to zero. This method of accountins could inflate the social
cost accountine systum because whot is prevalent in the devsloping

" countries could “a much more the situation of underemploymant rather
than that of unemployment, Moreover, in a daveloping country, an
unemployed person earns nothing in monetary terms Lut still contribute
somehow to th: national production., Thus for the practical ourpose,

a minimum wace criterion could hc used considoring local conditions.’
The oremium for unskilled lahour could he the minimum ware in the
urban ar<ess ~nd in the rural arers could be the minimum wage of this area,

199, Other criteria such as the radistribution effeet of the projoct
could be analvsad too, However, it 1s more a political and socisl
considerstion rather than an economic one, The UNIDO puhlication on
Guidelines on Project ~valuation would provide more insicht into the
problem,

200, ‘nother aspect of the project study vhich should be constantly
kapt in mind is tho manarement aspect of ths project. In project
evaluation a careful consideration should he riven to the management
staff anu its qualificaticns, The figures siven in the project were

only a plan, whercas the implament-tion snd tha operating of the

project would be most imncrtant factom in realizing the indicated figures.

201, To sum up, in a viability study, the aspacts of the project
which should bs particularly considered would he as followss

1. The technical aspect; '

2, The economic aspocty and

3. The mnepament a'apect,.
/CH; PTER VI
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202, Successful incuserial development conzidsrab,y depends on

the availability at the right time ~nd plac: of workers with certsin
skills, ithout skill ¢f onc kind or the othar, unamployed persons
cannot also be employ :d in producti ve opecrations, Often it is cheapep
to tredn local labour than to reeruit foreign workers, To give
training to industrial workers is, therefors, of paramount importance
and training is particularly inportant for a stetc like Jrunei where
there is a shortere of locsl skilled workers at all lovels,

203, It is nzcessary for the povernment authorities to decids on
& policy for the provision of sourcas of industrial scills, both
nationel and foreign, and vocationsl muidance (including scholarships
snd other appropriste incentives) for potential trrinees, There ape
four sources of industrial skills:

(1) Gencral education;

(11) 2eademic institutions for specific vocationsl trmining
at secondsry and tertiary lovels such as tochnical
schools, onlleccs and univereitics;

(111) On=the-job trining;

(iv) Training abroad,

204, In thy St"te of Jrunad, th: rate of litcracy is very high - 70
per cant, There are rood opportunitics for generrl education at
different levels '«9 government cost, It is important for Brunei to
create opportunities for and utilize three other sourcos of industrial
training, wmely, wocational training, on-the-job trainin: and
treining abroad, The creation of frcilities for these types of
training s to be determined in the lizht of 'oth short-term and
long-tera romuirsments of the sountry,

205, There is & noed for assossing future demand for industrial

/man=power
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man-nower and creetins trainine frcilitiss accordinely, / numher

of frctors determine such iempnd, These are (1) expanaion in the
asteblishment, (11) attritions us to desth, rotirument and other
raasons from among those who are curruntly omployed: (11i) shortazes
of man-powor an: vacancies not vresently fillucy and (1iv) replac:ment
of expatrirte personn:l v the citiz.ns of Srunei accorcdine to a
phesed programme. On the suoply side, two important factors must Le
takon account of: (1) the repid expanaion tekine place in the fi:lc of
suucation should he a<‘apt;ed to the man-power rosuirem:nts of the
country so thot people can Y3 casily employsd; and (11) the policy

in rogard to immigrant workers which shoulcd he rclated to the future
supply. /An ILD. expert highlirhted som: of thesc asnects of M n=power
plannine and training,

206, My senior posts in the Govermment as wsll as private concerns
are fillled hy axpatriatcs, Thore is a roneral shortagce of skilled
workors who are “Yroucht from abroad for the .jrunei Shell Pot.roleum
Company, the LG Ltd,, and othor vrojzcts under implomentation, There
are immierrnts for professional, technical ancd administmtiv. poste

in addition to lahoursrs smployed in various occuprtions such as
construction, /1l these considermtions point to the ncad for training
imustrisl mn-power,

Iughnical trmininrn

207, There are two trades schools which heve diversified education
to some axtent, Thase arc the inrineering Tmdes School at Kuala Belnit,
and the 3uilding Trades School at Bandar Ser 3epnwan, . In the engineering
trades school traininy is piven in electricity and refrisorstion,
fitting, vehicle and automobile mechamism, weldinc and fabrication

work. at the oullding TradesSchool, training is proviced in carpentry,
bricklaying, polishing anu Plunbinz trades, The minimum ocucetional
quelification for -dmission to th: training course is a pass in at

least one suhject of lower Certificate of :"ﬁucation ixaminction

and the duretion of tho coursc is 4 yeard lceding to a cortificate

/of City and
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of City and Suilis (London), The first Yetch of trainces passed

out of thesa schools in 1974, Desides thasc trad:s schools, the
srunei Shell Fotroleum Company maintains an . rtisan Trsining School
where its pot :nti»l mployees -r: rivaen trainine in cnrineerine
trades, The /rtisan School is also providi.nr’ trainines for oparrtors
for smploym:nt in the Livuefied daturnl Ons Plant, '

20¢, Th:: 3ducational coaposition of 3run.i consists of the followiﬁgs
(1) /© small numhor of wracustes rcturnine fron ahbroad;
(14) Thosc who pass hirh school (Malaysian Certificate of
zducation or Tencral Certificate of Rducation, '0!
lovel);
- {(411) Those vh> pass lowsr coertificats of uducation or primary
standard of <ducetion;

(1¥) Thoso who pass genzral certificate of aducation 'A' levol,

209. A roorranization of th- technicel courses ~ivan at the two
tradas schools is now under active consideration of ths ducation
Nepartment and schomes are hoine worked out for consideration of the
rovernmant hy a technical ecucation adviser attached to the Department,
‘n intercstinn supgestion of the axpert scaks to deal with an important
sociel anc educationrl prohblem, ihile the “oys and eirls come to
school, many of them drop out hefore camplotine their school education
and it is this s2ction of the voung psopl - who are lookine for Jots
but who cannot be gainfully employed in suitable work hacause of a
lrck of any skill, The expert has sucsestad the storting of short
courscs of six months' duration particularly for this catcgory of
young persons and 21sc for others who nsed jobs hut have not acauired
any skill, These courses intended to rive th:m on=the-Job training
will cover such fi.lose as carpentry and jJoinery, brickleying imitting,
ete, and will bq orsmnizad hy utilizins the facilitize avalla®lo

At the Builiing Trader School, This is a lrucabl: sugzsstion which,

‘when implomentod, will emr >le Brunei youns persons to accuire simpl s

4
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tyves of skill and to obt~in iohs which they need, T™wo short courses
will he run during th: vear, Ther will covar th followine fieldss
carpentry ~nd joinary, brick wnrk, pipe-fittine, psintin-, weldine,
metal fabrication, automstive work, vehicl"e' body ropairs, electrical
work, homecraft and caterins, knittine, an tynine and of fice
practice, Training in these flelds is Justified on two ~rounds,
First, the output from the existine truces schoole is too =wall to
satisfy the nceds of the Stat~, Secoadly, the leval of craft
treining, perticularly in the building traces is considered to be
rather too hich, At the end of a course, a Leavineg Cortificate W 11
be given, The trainces will he mostly Forn 3 drop-outs,

210, The adviser has also sugzestzd thet the dur»tion of the existing
courses should be raduced from 3 years to 2 vears by incroasing the

hours of tuition per waek, The cancidates solacted will e from those
who Mve completed Form IV or Form VI but not nocesssrily have passed

the Cambrides School Certificate examinetion, Some studcnts who have
shown outstanding perfornance in th: short courscs will also ha accented,
Althourh the duration of the course is intended to he raduced, the
effective tim> spant on traininv will not He roduced tacause the

traineos will ba workine lonmer hours, The two=y:ar craft courscs

will be in the following fi21ds: fitting and machinine, carpentry

and fjoinery, bricklaying, plumbine, mintine and decorating, welding

*nd frbrication, automtive work, electrical installation, refriecerstion,
radio & T,V, mechanics,

211, The adviser on technical cducation has also suggestod that the
18-month Basic -.rineerins Course hcld at the Anginesring 3chool,

Kuala Belait should in the same way be reduced to 12 months and
transferred to the Building Trades 3chool, & further suggostion is that
the axisting 2-year Telocommnications Tochniclans Cours: at the
ingineering School should be expandes to include a course on Rndio

and Televielon Servicing and thet a two=y=ar cours: for Jomstruction
Technical iseistants should be openad at the Building School, The
composition of the training coursce at this lower lsvel with cstimated '

Joutout
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outout is as follows: .
(1) short cources - 416
(11) 2-yenr creft coursss - 168
(111) 2-year tcchnicisn courss- _48
Total §32°

212, On completion of those courses the stucdents will be suitable
for furthor trainine to hecom: technical te~chers or, after a suitahle
period of uxperience in incustry, to bscome sup>rvisors or forcmen,

“Some of them might b=z able to set up their own husiness after a number

of yerrs' axperisnce in incustry, The present advieer is of the definite
view that in Srun~i tk;ere is 2 nced for orgenizins or reorganizing
technical trainine on the lines suprestod, This arrangement will
prouuce auicker rcsults in the wry of the formntion of tcechnieal skill
and will also encourare th-.*l growth of smell entreproncurs whom Brunei
needs for her i|ndustrial developient, For the present, the existing
arrancaments for technical training should be strengthened, reorranised
and expended instead of coing in for the creation of a saparste
industrirl trininr centre for treining at tha lovels indicated,

14 rn

213, hil: the r>ruiremant for t2chnical peoplz at 2 ralatively

low level my ho met by followine the arrancments 2= surgestad abova,
thera i{s a nsed for workins out » more active prosrammc for impartine
hicher eduestion to the citizens of 3runei in the fields of enzinaering,
eoonomics, husinzss administr-tion, account-ncy and other rclevent
technical fivclds, Thare are 3runci citizens who are abroad for hicher
sducation, hut their number is not adenuate, It appears to the present
adviser thrt this prohlsm should b tackled by takine 2ction in several
Girections, First, promising Brunei citizens in good mumbers should
ba samt for undergrmduate and highar education in tha reliowvant ficlds
to Loth /sian anc non-isian coumtri:s, Secondly, » larper number of
Junior anu middle lewvel officors connected with dowlopmqnt plemning

/should be sent
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should b3 sent to nrtioncl and internstions1 institutos for t raining
in tho zppropriat: fislds and soms of thess institutes should he
rsouasted to orrrnize short=term countrv courses in specialized sraas
such 238 nmject developrment ane evalurtion, cevilopment financs,
industrisl administretion enc the lik-~, Thirdly, it is anticipeted
thet 3runei will ernduslly ro in for th> ostrhlishment of » collare op
university whers ovportunitiss for undergradyuate 2n! postermdyste
education in seiencs, arts, carincering, ecomomice rnd sther sub jocts
will %o created, This will lay\ the foundation for hirher aducation and
rescarch within th2 country sncd will evontually fscilitate the renlacement
to som~ extent of sxpatrirte psrsonnsl at present larrely manning

tho manszement of large industrial entsrprises as well as mblic
administration in Brunci as sonior officisls,
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CHLPTOR VII

TER ST WING T o CHLEY FOR
NLULTRIAL DOV OV NT PL/Tc TS - D T0pICT s

214, Th: work of providine f~cilities an! eulcance for the :iivelopment
of a prrticular inustry or an iniustrial cector i~ any countrg,; r..sts
necessarily with ¢ lerec sumber of rovernnent departments and arzncivs,
It is cssential, however, to -.esirnate or create one crranization
through which the government policy in regard to a particular industry
or an incustrial sector is exprossed, The emphesis on th: cevealopment
of manufocturing incustries in the 3tote of drunci is relatively new
and hence tha new institutions1 machinery for incustrial development
there nceds to be created and whataver machinery axists remains to

b2 streamlinaed and strungthened to facilitate industrislization, It
is worthwhile first to indicete briefly which movirnment cepartmonts,
agencies and hodies are concemed with the devaelopment of menufscturing
infustries particularly of small scrle industrias,

Sengorned orraplzations

218, In the St~te of 3runci, there is the State Develorment Committee
of which the Chief ‘Unister of th: Stete is the Cheirmn and the Director
of the ‘‘conomic Planning 'nit .is the Secretary, The Stote Sacretary,

tho State Fingncial Officsr, th: land Comnissionor, and the depertmental
heads ~ro the mémbers of the Conmittee, The 3tate Develonment Committaze
works as a Loday rasponsible for the approval of projects and for the
co-oruination of development activitics,

216, .8 @srlier saild, 1. Brunei there 1is stili no department of
inlustry and the .conomic rlonning Unit is lookingz after industrial
dévalopment. This shortcomins will novw be removed with the setting up
of the .icononic Development Joard which is a strtutory body, Ths
organization and rusponaibilitics of the HSoard in so far as industrial
development is concernad have boen discussed carlizr in Chapter II,
Hith the Economic Development 3oard in existsnce slone the lin's
already sung:sted anc application of the incentivas mensurss embodied

/in the Incontivis
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in the Incontives /et nlso discussed carlicr, the sten~ is well set for
the dev:lopment of a carsfully concirned incustrirl develooment prosramme
of which smll scels industrinl entorpriszs will be an important
commonent nrrt for the rocsons alroacdv mentioned in Chepter TII, on the
development of small scale in'ustriss, 'Athin th: Tcononic Develo-ment
Board, there should h: a separate s:ction on small-scale industri:s .
established to supervis:, co-ordinate and promotu small industry
development progrrmmes, The functions of this scction should bz as
follows:

(1) To formlate suidelinss for th: planning and prog reamning
of smali-scale inwustries and tho policies to promote thenm,

(11) To co-orcinate programmcs of agencias and orpanisations
inwlvad in small-scale industry development.

- (111) To review and simplify aw.zmiltrativé procedures concerning

smrll-scaloc industries o2nd to removz the constraints on thair dewvelopment ,

(iv) To encournge the devclopment of entrenrencurshin and
tho interests of the swll entroprencurs by providing incontivas for
the astohlishment and development of smell industries, The devalopment
of the small-scale industry sector in Brunei is emphasizad
because the scop: for dev:lonine medium and lerpe scale industrial
anterprises is extromely limitad hy the size of the market, 4 !

217,  With the strsnethoning of the “conomic Planning Unit for
industrial plannine ~nd the cst~blishment of the Jeonomic Devalopmant
Board, th: institutionsl mechine~ry for the formulation ~f a co-ordinnted

industrial :lev:lopment prosr-mm: an’ its implementation will he well
establishad,




218, Th: state of 3runsi hes for meny vears baan an oil-rich country,
011 and ens have :nabled its >ople to anjoy a fairly hish per cepita
income and prosperity, Thuse resourc:s which are knowm will exist for

a fow more decades anu will perhups sovern the 2conomic scine of Brunei,
They are, howover, wastin- resources anc will not last forewer,

Morsover, the role of cil/mas in th: econciy of Brunci W11 be determined
by the nev sources of supply, thoir internstional pricas and the
availabllity of new sources of enerpy. In the event of a rclative
declinc in t.l"w imortance of oil in its economy, in the distant if not
in th: {mmediate futurs, the country may ba faced with diffiaulties,
Hence therc is the nced for diversification of its econonic structure

80 as to raduce its dep:ndince on oil by devaloping othar industries of
the expanding types, »s ommhesized carlier, Such an aoproach will need
a chance in the sttitude and outlook of th- Stata's peonl:, The existing
sanse of comnlacency anc the lack of adeocuate thinkine an entrusiasm of
the people are, therefore, not conducive to the futur: coneraticn of the
Brunei citizoms, This ir a mettar which they i1l do well to appreciate,
P sort of educstional campeirn amons its peopla will be of orcat halp

in brinrine home the nead far 2 chanes in their outlook and encourasing
the growth of initiativas and cnternrise in new finlds of ccononic
activitics particularly industrial activities,

219, In the field of the oil iniustry itself, therc is alm a nced for

rasearches which the goverament should encouracme and promote in co-operation
with the in‘ustry on the various asnects of the oil industry - the present
known depocits, the potuntinl deposits, the intormationsl markst and

price conditions, the crcation of diversificd activities besod on ras and
oil, ete,

220, In writing this report it has been smphasized over and azain that
3runci is a smell country and the size of its comestic wrket is limited,
This factor ssts a 1imit to th: metting up of sizsble manuf- cturing
entornrises in the country based on local cemnd, Brunei has, therefore,

/to look outwerd




- 9% -

Yo look outward for the developmant of such tachnicrily farsible,
sconomically viabls and finencially sound cnterprises as joint venturas
LT substantially on foreisn market and foreien particip-tion in the

form of capital and mana~anont, The stats should try to sxplore such

areas of induatrisl co-operstion with other couqtries'both developing

and developed, with the help of intormstional assistance from UNDP and .
UJJLD; The oxamplos of some such projccts 1lic in the field of ure@/ammnia.,
glass, paper and wood processing projects, This is an idea which ie

well worth considzration perticularly at a time when the to intornstional
organizations, just mentionod have, la',unchod a ﬁrogrevnme to promote such
co-oparation among the duveioping countries,

.
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ANNEX 1

Ihe Obdectives of the Wational Developmant Plan, 1962-1968

The National Development Plan 1962-1966 was designed to strengthen,

improve and further dovelop the economic, social and cultural life of

the people in the State of Brunei and this broad purpose embraces the

following fourteen objectivess

(1)
(11)
(111)
(iv)

(v)
(vi)

(vii)

(viii)

(ix)

Diversify the eéonomy sc that it will not be so hsavily
depandent upon one industry such as oilj

Reduce and avoid marked disparities in the prosperity

and qrowth of different areas or regions of the countryy
Maintain a high level of employment;

Increase per capits income through increases in productivity)
Maintain a relatively stable price level;

Encourage and foster good 1ndus£rial lsbour relations
which would rasult in increased cefficiency and greater
productivity for the benefit of employees, employers,
Government and the public;

Achieve a mors equitable distribution of 1ncond;

Develop an adequatz and comprehensive national system of
education comprising all levels‘of education from primary
to adult which will ultimately eliminate illiteracy and
provide treining of sn adequats supply of teachers st all
lavels and training in trades, arts, crafts, technicsl
skills and commercial subjects;

Develop a comprehensive system of national health servicn;
80 as to provide adequate Pacilities necessary to reise

the level of all aspects of heslth of the people;

/(x)
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(x)

(ni)

(x44)

(x444)

(xiv)

-11-

Provide adcguate public ssrvice facilitias such ecge

(a) improvad means of communications and transpoartstion,

including port fn;ilities, as means of access to and

connection of the various parts of the countryj

(b) adequats water, scwerage asnd sanitation facilitios

to all arcas of the country for maintaining the health .
of the people and meesting the raquirements of industey

end commcrce; and

(c) drainage and irrigstion facilities required for

sgricultural developi ent, land rsclamation and anti-

malagial work:

Provide for the orderly growth and devclopment of
municipal and rural areas through community cevelopment,
proper zoning and town and country planning;

Provide adoquat= power facilities to meet the requirement
of urban and rural ar=as for Governmental, industrisl,
commercial and domestic rasidential usesg

Advsnce tha cultural arts anc presarve, improve end
develop the cultural institutions of Brunei; and
Encour~ge snd promote the perticipation by the privste

sector in fulfilling the broad purpose of the Netiensl

Developmant Plan. .

Souzce:

Netional Develeopment Plan, 19751979, pp. 34-3%,
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ANNEX_3
Pegcentege Oistribution of the Gross Domestic Proguet

in the VerZous Sectors in 1971

Ingustries 1211
Agricuiture 2.48
Forsatry 0.5¢
Fishery _ 0.%1
PBining 0il snd Cas $1.33
Other Juerrying D.08
Panufacturing | 2.03
€lectricity | _ 0.09
Construction ~ 10.07
Commerce | 5.76
Transport & Cemmuniceticon 1.03
Community, Sccial snd Personal Services 6.71
Domostic Servicas 0.02
Covernment Services 17.28
income from Government Propatty 0.33

100,00

 —

Sources Nationel Developmant Plen, 1978-1879, p. 40
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vepnmen

nvegtment fo

the Period 1975-1979

Agriculture
Forestry

fFisheries
Industrial Eststes
Commerce

€ducation

Peimary Roads

New Secondary Roads
Civil Aviation
Msrine/Port
Electricity
Telecommunications
Radio and Teluvision
Post~l Services
Government Housing
Medical and Hoalth
Senitation

Water Supplles
Municipal Services
Public Buildings
Town and Country Planning
Religious Affairs

Contingsncy fund

TOTAL

Estimated amount

for cach sector
]

21,000,000
400,000
1,500,000
9,000,000
19,000,000
36,000, 000
38,000,000
9,300,000
17,500,000
7,000,000
40,000,000
26,000,200
36,600,000
1,400,000
31,000,000
58,000,000
10,000,000
37,000,000
4,500,000
40,000,000
1%,400,000
15,000,000

29,400,000

800,000,000

Psrgentage
4.2
0.1
0.3
1.8
3.8
7.2
7.0
1.9
3.8
1.4
8.0
5.2
7.3
0.3
6.2

11.8
2.0
7.4
0.9

8.0

3.0

5.9

100.0
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ANNEX 4

Import Stotistics, Brunei, 1973 and 1974 (in 8%)

Sourece: Statistics Section, Econemic Planning Unit

Mineral Stones - Building and Road lMaking Matrrials

1973 1974
273120 Marble and Similar Stons 11675 12423
273130 Granite etc. roughly worked 11300 47811
273210 Gypsum 6848 2706
273220 Limestone slux for cemant mtt, 752 --
273300 Natural Sande 56722 168344
273400 Flint stone, Macadam peblolas and
Gravel for roads 1102408 382606
276100 Bitumen and hsphalt -- 12222
276219 Other Clays 466%59] 1115906
276520 Mica end uaste 57161 66066
276990 Other Mineral Substances and Broken
Pottery 1112399 1333145
661100 Lime 18082 95691
661200 Cemsnt and Clinker 5684858 300000
661300 Flagstoncs Monumental/Bldg stone
ioorked 116088 38229
661811 Asphalt Tilee 2497 12423
661819 Bldg Matorials of Wsphalt 45430 18492
661821 Roofing Tiles of Veg, Fibre 17784 23129
661831 Bldg Materials of Asb:stos Coment 949147 1379435
661832 Pipes of Asbestos Cament 234474 4861175
661833 Other nrticles of ..shestos Cement 113873 272262
662300 Hoad Insulating Perfactory bricks,
Blocks tilcs: 81103 15782
662421 Roof Tiles of Bakzd Clay 114 -
662430 Piping Conduits =tc. of Baked Clay 42611 22067
662441 Tiles floor and Wwall Ceramis Unglazed 739369 8077%3
662451 Tilcs floor and Wall Cerarmis Glated 338025 472133
663621 Cement Tiles Floor, Wall 43442 302686
$63629 Other .rticles of Cemant 41441 7119
TNTAL 11249743 7994775

/Timber
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Timber

1973 1974

24120C Wwood Shell and Nut Churcoal 9174 13387

242200 Sewlogs and veneer logs (conifer) .- -
242900 Piling poles £659 6063
243311 Wood sawn lengthwise ovar 2" thick (zenifar) 36647 17982

243313 Wood saun lenythwiso over 2" “hick (7. ak) .- -
243316 Wood stuced or peeled over 2" thick (Teak) 2881 714

243315 Wood sawn lengthwise over 2" Shiok

' (non. conifer exd, teak, ramin) -= 4736
243321 Blocks for flooring (teak) 69234 85503
242323 Wood planed tongued etc. (teak) . 22160 14500
145725 1428865

631211 Plywood otc., plain 1067129 975261
631212 Plywood vencered panels -8844 11478
631219 Plywood atc. faced with other materials - 9265
631890 Other uood eimply shaped or worked 3148 mnm
632400 3uilders wood work incl. prefab sections 26025 12167
63271C Wooden frames for picuurss, mirrors, etc. 19689 20435
-2¢720 Househoid Utaensils wood 41637 63799
632733 Ornamental UWoodenwarc 8859 117
632810 Woodnn Tools Handles Brush Bodies, atc., 14650 22872
1226684 1153589

Fishory

031101 marine fish (FCF) 263023 562138
031102 fresh Water fish (FCF) 3868 20481
031201 Fiahmaus ' 9588 3509
031202 Sharkfins Salted or Dried 9588 73347
03120 Marine *ish (30) 325423 365196
031207 e Uiter o ieh (SD) 16582 583.5
031205 Snokec Sslmon 6250 2060
031206 Other Smoked *ish - 5854 8426
031301 Cratbe, Lobsters, Prawns, etc. (FCF) 21681 33519

/031302
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1973 1974
031302 Crabs, tobsters, Prawns, atc. (5DS) 232990 281089
031303 CQOysters fresh 8637 49433
031304 Other Molluscs (FCF) 6089 20402
031305 Molusca (SDB) 322187 20498¢
031306 Bechi De Me- 17619 21484
1229838 1200033
Canned Ses food
032011 Sardin canned 323468 573920
032012 Herrings and Brislings 6059 8657
032013 Pilchards 1531 2495
032014 Selmon 10520 27931
£32015 Fish Pasto exd, Blachan 23475 39993
0¥2016 Shark fins Preparcd 79774 61416
032018 Fish Preps not canned 7044 13521
032019 Fish and fish prepe canncd - 136330 255604
032021 bslone Cannad ? 138127 130486
032022 Blachan 17866 10093
744594 1124416
fivestock
001101 Bovine Cattle except Buffaloes 33010 2058
001102 8uffsloes 1225738 38016
001202 Goats 6556 1299
001300 Swine 22510 325950
001401 fowle 1895 o=
001402 Day old Chicks and Ducklings 373092 613289
001409 DOther live Poultry 1021 436512
025002 €Eggs 912907 ’1353687
€863447 8632337

/Meat Products
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Meat Products

1973 1974
011100 B8eef and Veal (Fresh, Chilled or Frozen) 576496 728732
012901 Beef and Veal (Smoke=d, Oried or Salted) 12196 3383
011300 Pork (FCF) 155479 197051
012101 Bacon not cannad 108017 138651
012102 Ham not canned 98598 117436
012103 Salted Pork not cannesd 12816 768
011401 Fowls killed (FCF) 190530 913794
011409 O0Other Poultry (FCF) 206316 436512
011200 Mutton Lamb (FCF) 166453 213696
011600 O0ffals of C-ttls Shesp, Swine (FCF) 70161 145058
011800 Other Meat and Offals (FCF) 301086 38R270
012909 Other Meat (SDS) 41656 34393
013330 ¢teat Extracts, not soup 252894 353208
013401 Sausages (FCF) 229179 292567
013402 Sausages canncd 65741 100537
013409 Other sausages 37671 52118
013802 Meat canned 852054 1117914
013809 O0Other Meat Prcparstions 39653 9806
4021096 5238894
Rice and Other Coercajle

042100 Rice in huske - -
042203 Rice Milled Whole 5666852 9706784
042204 Rice Milled Brokan 5870089 1626791
042205 Rice Glutinous 154132 3461011
11691073 14794586
044000 Meizo Unmilled 8604 18332
046001 Wheat Meal and Flour 998087 1257696
047001 Flour of other Cereals 14879 13973
047009 Other Cereal Grain 55087 49372
048120 Cersal Preparations swolled or roasted 109513 266858
048300 Macaroni Mee ‘ ’ 845123 1257007
2127152 1733238

/042621/2
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1973 1974
042421 /2 Biscuits 1355283 2389239
Sugar
061101 Sugar hKefined 3562282 329,00
061109 Sugar not Hefined 18578 49531
061600 Natural Honey 16645 16563
061902 Sugar Syrups and Caramel 12044 31112
061909 Sugar Confectionery 384,36 3471
365360% 3435819
haverages
g’,ﬁg;“ Coffes (all forms) 603062 6389723
072100 "
074101
07104~ Toa 129008 U 532Ude
111012 Aersted and Spa waters not flavoured 526965 525977
111021 Not Asrated Drinks ready for Consumption 216383 27,867
111022 Aerated water flavoured agd others Y7778 1086350
112301 Beer and Ale 1714533 2009378
112302 S8tout and Porter 290797 383041
4791669  11L71694
Icbasee
122100 Cigars and Chervots 45809 78410
122201 Cigirettes 3782413 37841241
122301 Snuff 16011 84965
122302 Manufactured in hetail Packings airtight 179535 14539
122309 Others <235 27206
4045193 4176361
Animal_Feode
081201 Rice Bren 1100 0y
081309 011 Cakes 9617 1744,

/081401



?

1973 197%
081401 Prawn Dust 54437 101014
081403 Flour Meal of Fish, Molluscs,
Crustaceans Meat and Offal 51076 27200
081902 Sago nefuse 38Lé 284,18
081903 Broken Hice for Animals - -
081904 Holled ™cita for Animals 240 5174
081905 Maize for Animals 600237 754959
081909 Others 2284331 2368511
3191902 3295430
Fertillaers
271101 Crude Fish Ferilizers and Fish Refuse i58 2136
271102 Guano 28099 <8302
271109 Other Nitural Fertilizers (Animal or Vegetable) 53610 126123
561100 Nitrogenous Fertilizers in Bulk 9230 4188
561200 Phasphatic Fertilizers in Bulk Th5 5275
561300 Potassic rertilize-s in Bulk 785067 1581268
561900 Other Fertilizers in small packs L5647 307877
925256 2055169
Apimal and Vegetable Olls and Fata '
. Upprocoeaed
421200 Soya been oil 1792, it
421400 Groundnut LB1722 997538
421500 Olive 0il L599 1025,
422301 Coconut oil refined 932994 1922842
422902 Gingelly seed oi’. 19236 18261
1394475 2966126
Petroloun Progusts
332101 Motor Spirit refined 2146302 62979 .
332102 Aviation Spirit 100° Octane 1551690 <y POR 54
332103 Other Aviation Spiri% 11656 ﬁ

332109

Other Petroleum Spiri“ 73F below

/332201
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332201 Kerosene ' | 255021 62979
332202 Vapouring oil - 11851
332209 Other Petroleum opirit 73F over - -
332309 Fuel oils - -
332511 Lubricating oil min. 70% petroleum 1742429 3134265
332512 Lubricating grease nin. 7C# netroleum 128767 142548
332521 " 0il below 704 petrcleum 224713 38048
332522 " grease below 70% petroleum 1649 1655
332911 Hydralic Brake min. 70% petroleum : 16447 21611
332919 Other non-lubricating <8712 39139
332950 Petroleum pitumen ' 246228 262056
332960 Bituminous Mixtures of Asphalt ete. 418608 497250

_ 6772212 674 5586

Elacidce
531108 Condensation Products in Pr. forms 3309130 5581571
881109 Condensa*ion Proaucts in Semi-mtd forms 105332 169768
881111 Plastic laminated boards, paper or textile based 101361 196037
581201 Phenoplasts 10421 54350
581202 Polyethyiene 10187 967
581204 Polystyrene 6818 1044
581205 Folyvinyl 11319 3514
581206 Pipes anu tubes of Polyvinyl e 92161
581216 rect. Floor tiles and other
- ~articies of Folymers PLIV- NV €743
3547525 6148639
Shandcal kroducta

599211 _nsecticides liquid 257391 307307
599212 Mosquito Coils | 310575 211577
599213 Insecticides non iiquid 97309 U659
599221 Disinfectant liquid 28977 262.,8
599223 " non-1:quid 2006 2694,
599231 ieed killers liqyudd 30918 311340

P
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599232 Wood Killers non-liquid 20470 16138
599241 Wooa Preservatives liguid 1877 15362
599579 Starch Glues 455994 926387
599590 Other Prepared Glues 83273 129133
599750 Anti knockpreparations & similar additives 1574897 3574299
599931 Preparations for Fire 1964 6070
599940 Soldering Fluxes L7543 <2938
599950 Solvents and Thinnere for Faints 117994 168339
599991 Hydraulic Bake Liquid 778027 56249
599999 Other Chemical Products 2461518 1570905
6287620 4300112

621010 Unvulcanized subber Sheets and Strips 15196 84508
621020 Other Unvulcanised Hubber Manufactures 172737 216128
621051 Rubber Hoese for lndustrial Uses ' 425515 34,8203
621059 Other rdping of Unhardened Unvulcanised nrubber L0517 64134
629101 Motar Car Tyres Pneumatic New 756370 108C311
629102 notor lorry & Bus lyres Pneumatic New L45113 571799
629103 Motor cycle Tyres Pneumatic N:w or Used 1000 2577
629104 Cycle tyres Pneumatic New or Used 11713 11251
629105 Motor cir inner tubes 13746 L1498
629106 Motor lorry and bus inner tubes 63954 77185
629107 Motor cycle inner tubes 39227 32220
629108 Cycle inner tubes 4163 2971
629109 Other types and tubes 9638 30787
629111 Pharmaceutical articles of unhardened rubber 3800 57206
629403 Coveyor belts of vulcanised rubber 17493 8856
629961 Unhardened Rubber goods exd. Matiressee 289 770
2054672 2630404

/Paper
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641102 Newsprint in sheets ' o 144300 183492
641211 Printing paper uncoated 278662 285846
64,1212 writing paper uncoated ) ) 34852 39170
641213 Duplicating paper - 181349 274,793
64,1221 Printing paper coated - 70591 71354
641222 Writing paper coated 7251 34296
641301 Kraff paper L5457 92727
641501 Packing and wrapping paper ' 3754k 65329
800016 0147007
Paper Producte

64,2110 Boxes and bags of paper and paper board 284044 256Ldeds
642120 Box files trays of paper or paper board 41987 63759
642910 Cigarette paper cut to size o 2,565 230
642921 Carbon paper 53758 65602
642922 Duplicator stencils | L2776 77873
642939 Other paper or papertoard cut to size or shape 229643 330961
642991 Cards for statistical machines 24,248 29819
642993 Facial cleansing tissues ' 121607 169838
642999 Other articles of paper board, paper or cellulose 119872 150583
| 9120500 145109

Raperboard
641502 Paperboard exd. Draft and bldg board 49070 43980
641601 Hardboard max. 1/16th" thick » 50014 112884
64,1602 Hardboard over 1/16th" to 3/16" thick 80367 268602
64,1603 Hardboard over 3/16th" thick L5877 72045
641604 Softboard max 4" thick T 233999 105717
641605 Softboard ower 4" thick - - - - - 133400 92880
641910 Parchment and lii.e paperboard in hods or sheets 42823 132783
641951 Paper and paperboard coated with 17308 3837

/661959



9

- XiV -

— 1973 1974
641959 Other coated paper und paperboard 50670 96463
64,1970 wallpaper and linerusta ) 52476 43089
756004 1006617
Fapertoard Products
642200 Writing blocks envelopes, letter pads etc. 41770 202337
642301 Registers, exercise and account books 343390 407385
642309  Other stationery of paper or paperboard 139704 224778
642923  Copying and transfer papers cut to size 8330 31725
642931 Toilet paper in rclls or packets 170809 303994
642992  Sanitary towels of paper or cellulose waading L2776 79287
84,6779 1249506
Glass .
664300 Glass drawn or blown. Rectangular Unworiced 3790 9540
664,400 Glass polished ground lectangular 386773 495552
644,500 Glass cast rolled rectangular umworked 3610 1883
664600 Bldg. materials glass 42396 47515
664801  Glass mirrors exd, for vehicles 55816 83561
664910  Glass cut to shape exd. rectangular 5359 11550
664922  Glass ervelopes for elect. lamps - 540
664941  Glass fibre wool or silk exd. yam 101935 <4019
. 664949  Other articles of glass fibre 6567 8342
665111/9 Glass containers 55710 100627
665200 Glissware for household use . 222701 338724
665810 Laboratory or hygienic glacsware 122891 93925
665820 Ornamental Articles of glass 59972 19828
665890  Other Articles of glass 24,768 10230
TOTAL 799935

1092288
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APMEY 5
Industrial Estates and .reas, Brunei, with Acreages

Site ¥No.l Area at Gadong, Bandar Scri Eegawan 220 acres
(subject of report by Valentine,
Laurie and Davies)

Site No.2 814 Airport Site, Hiandar Seri Begawan i "
Site Mo.3 Private Land at Gadong, BDandar Seri Beyawan 150 "
Site No.b Kas:pong. Beridbl, Gadong . s "
Site No.5 Kampong Bunot, Jalan futong ¥ B

Site Mo .6 pahind Malay Collage and Trade S3ehool,

Jalan Muara . o "
Site No.? Existing industrial area, Kuala Pelait o
Site No.8 Existing Industrial area, Seria, Lurong Tengah 5.9 acres
Site MNo.9 Existing industrial area, Seria, Jalar Polkiah 23,9 acres

Site Nu.l0 Proposed Industrial Area, Kuala Balait
(including area now beiny daveloped .
by B.3.P. Co. Ltd.) v

Soures: Town and Country Planning Office
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ANNEX 6

Various Aspects to be considered in Feasibility Studies

1. Data required:

1
)
b))
s)
3)
6)

materials and supplices

market

economic and technical factors

personnel ' a .
tinancial tactors

social factors

2. Me materials and supplies:

1) availability

2) 1s local material market competitiwe?

3) local materials: price and satisfactory delivery? ‘

&) materials and supplics to de inported

3) availability and price in world markets of needad ioports

3. Market:

1) Existing demand? Primipal consuners? Prospective addition;l
consumers? '

2) Present supply sources. Datails re volume, % supplicd by local
production, etc. '

‘ 3) Additional demand projections for five-ten years. MHow obtained?
8) Will product find aeceptance in market? °Prics, quality, ete?
$) Prospective competitive power? - .
® New Markets or expanded rarkits - can these be daveloped and how?
7) Problews of cnsumar acccptance? .
8) Prospectiw eustomer types, ate.? )
&, Rconomic and technical factors: ' .

1) Itemised costs in domestic and foreign exchange. Tarms of procuremsnt
of machinery, equipm:nt, technical assistance, cte.

1) Poreign exchange earnings or savin;s?

3) Exchange and trade controls and their effects?

4) Beonomic benafits expected fror e project?

5) Relevant laws and regulations,

. 8) Process of sclaction of uachinery and squipment, ete,.?

/3. Persoansl
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5.

6.
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Personnel: _

1) Adequacy of labor supply in vieinity. If not, how would labor
be procured? _

2) Training of manageuent and skilled labor,

3) Technical adviee ~ availability or need for external procurenent,

Financial factors:

1) Plan for financing the project.

2) 'Probable sources of delay and incrcased ensts,
)) Pos'sns’ility of financing working capital?

4) 1Inventories, ete,, as components of costs, atc.

$) Allowance for future price cha.ngal?

Social factors!

1). Health facilities available? Hospitals, ete,?
2) Schools?

3) Housing and utilitics?

#4) Social overhead costs of the project - haalth facilities, schools,
in~scrvice training, watcr supply and sewerage, power, telephone,
transport, insurance, taxes, social security, pension fund, housing,
lﬁcantivea such »s bonuscs, prises, profit sharing, ete.

Tegchnical va, cconomie feasibility:

Faasible production scale from marb.t research; nature of industryj

availability «f inputs - taterials, power, skilled and unskilled labdor, ete,

2.

10.

11,

and

12,

Choice of techniquej cxports vs, lmport subctitution policies.

Determination of technical and economic requiremcnts:

1) Need for comultants on engimcering nnd coomerelal arrangesmants,
2) Return on capital,

Manpower and managerial requirerants:

Locat iont

Site choice will deperd on natura and so ree of materials, markets

transport costs,

Pinancial projections «f outlay and imcoue:

1) Cost to bring into operation, sources and conditioms,
2) Operating costs and revenues. Liquidity,

Momy requirements

-
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Money requirceents for:

:S Goods and services n:eded for the pro ject

b) Contingency and escalition allswancas

e) Interest during c-.m;svtructicn. '
Types of .ptojection..:' '

a) Cash flow - tc show if funde available at right tiwe to

mect expectud requirerents, '

b) Periodical halanee shects during the construction period.
Porecasts nust take into account: tive to owercoue initial opcrat ing problems,
rate of absorptinm by the market, taxation s bunk, private and social insurance
chargaes, and labor incentives,

Break down estimates into dowwstic and foreign currency requireccnts, .

according to time schedule and diffcrent Lain cleucnts of the project,

13. Risks:

Account must b taken of various risks - political, social, non:tary,
coma:reial , technical, physical, =tc. nany of which carnot be ninimised
through insurance,

For expoft projects - instability of toreign dernand and prices. Physical

th.'n -~ typhoons, earthquakes, etc, Carefil tadulation of favoyradble and
unfavourable factors,

18, Safety rescrves in proecting financial requiremants:

Physical contingencies, inflation, govermeknt subsidies and panaltias,

15, Markaet rescarch:

Stability of markets and trends are bases for economic forcecasting.

16, Availability of raintcnance, transport, and distribution services
influence feasibility.

17. iffect of undurdeavelopuent: Bottlenceks - infrastructure, finamcial
imstitutions, govarnrent scevices, ‘

Source: Coupiled frori ~cradarff, '"The Making of Feasibility Studies"

in Bttinger, ed., International Handbook of Managersnt, New Yorks
McGraw-Hill, '
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Bowles, Fy

Rano-Ericaons
ESCAP:

State of Bruymi:

United Nations:
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AmEX 8

Documents Consulted

The Planning of Small Industries in the
State of Brunei, 1971, BRU=111-A(S13)

Peport No. BKK/33(76), 1970
Industrial D:uwelopment in Agia and the Far East

National Dewelopment Plan, 1975-1979

Industrial Projcets Reports made available by the
Ecomouie Planning Unit

Brunei Statistical Year-Book, 1973/T4

Report on Man-power Aueymnt and llanning Wy ILO
State of rumei Annual Report, 1971

The Brumei Rconomic Development Board Enactuvent, 1973

e Investment l1ncentives Enactrent, 1973

Man-powcr for Industry, JNIDO Monmograph MNo,l&4
Guidelines for Projact Evaluation, 1972

SnalieScale Industry, UNIDO Monograph No. 11




- xxi -

HHNEX 9

Facilitics Considered for ourisn Dewelopuent

1. A healthy, pleasant clirate with plenty of sunshine which Brunci has.,
2, Fasy uccess which the nev Muara port nd the airport have provided.
3. An efficient, well-inforucd, friendly and helpful inforr~tion scrvice

to deal with postal and on-thi-sp~t onquiries, ©ond paps ard brochures are
essential, This is percrall' a tourists' firat contact with a ccuntry and -
tnitial inpressions are extre-cly important,

" Imnipration and customs furmalitics reduced to the nininum for

fenuine tourists, |

S. An advantajgeous rate of exchange or altcrnativ: incentive for ‘touril'tl.
6. Duty-free shopping areas at the new port and airport for the convenicnce
of tourists, .

7. Good, clean, wellemanaped hotels of Jdifferert st rdards to cater for
diffcrent culturcs ard income lovels preferably with no tipl‘.ina.

8, Good, clean food in a variety of euisincs in hotels and restaurants
both indoor and in the open air. , |

9. First aid and hosvital facilities rcadily available in ererruncies.
10. Adequate public trarsport includine busce, taxis, hired cars, orranised
town, ete. to facilitate travel to any part of the country., Frres should ba
gaasonable and at standard rates, Oriwers of public vehicles should be
registered,

11, Attractive, well-stocked shops with goods at rcasonabtle prices,

12, Clean towns with intiresting duildings, good architecture, ecte.

13, Well laid out public gardens in convinient places for¥ relaxation.

14, Interesting events, nublic ord religious, cerermonial oecasions, ete,
. particularly when spe ctacular,

15. Diverse entertainments to suit all tastes,
¢ 16, Archaeological renains,

17. Pleasant safe beaches Jith adequate facilities but not overcrowded.
18, Plentiful facilities for sports of all kinds with competition to
attract personalities and enthusiasts,

/19,
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19. Places of outstanding scenic beauty,
10, Botanical gardens, orchid culture, ete.

al. A natioml park rcadily acccssidble from the new port and airport
where visitors can see oxamplos of traditicmal buildings, costumss, mode of '
14fe, ete. |

22, Wild 1ifc and nature reserwes, zcos, snake-pits, crocodile farme, ete,

13, Opportunitics to sce the traditional life and culture of the countey,
particularly when different from elscwhere,

s, Traditional music and dancing by performers inm national costums,

2s. Opportunitics to see traditionnl crafts and to purchase the products
a8 souvenirs.

16, Package tours within the coustry and further afiald by road, saa and
air acconpanied By corgetent guides. Wovereraft nr bydrofoil and other tripe
onh rivers,

17, Arranging package cruleqds starting from and endiag at Bandar Seri Segawan,
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ANNEX 10

Pergons and Or;laatuttonn Mt

P.D.N, Pangiran Addul Momin bin Pengiran Hajl

lTomail
Dato Naji Abdul Azisz bin Maji Umar
Pehin John Lee
Me., Wlamat bin Munap
Me. Chua Fheng Siong .
be., Omar bin Haji Serudin
mMs. Hajjah Jusnani dte Hajl Lawie
Me. Julaihi Haji Abdul Kadir
Mr. Hawmsah bin Maji Ja'afar
»r, A.D. Dunford
Me. J.A. Banyon
Mr. Ral, Bsales
Mg, Adanan bin Hajl Ja'afar
M. R, Woodroofs
e, J.¥. Tamworth
¥, Mahari hin Mohd, Said
Mr, 7, Cordinglay
W, P.C, Narpar

ne, AJ N, Plom

Mg, J.A. Davidson Oki

e, J.w, Moffatt

Me., X, Narris

He. Abdullah Raji Ja'atar
Pengiran Ali NHassan

Me. Sakaria Haji Nordin
Mo, Sidmey Litherland
Miss Nina Keshishian

nt. Lin Jock Seng

Me. Mohaemed All Bin Najl Aveang Besar

Chiaf Minieter
State Sceretariat
Treasury Department
Bcomomic Planning Ua‘u

" " "
(13 " "
" L] ".
" " L]
" " ”

Department of Kdycation

" "”

Departrant of Fisherias
" L]

Departuent of Agricultuse

Departrent of Forestry

(2] "

frunei Shell Petrolewm
Corpany and Brunel Lique-
faction, Matural Cas ltéd.

U, High Cormission
in Brunei.

pelalt Dietrict Office

Town & Country Flanning
Dapartrent

Breunci Musewn
Labour Departoent

Me. W, Rassan




- ARAY &

Mg, Md. Vassan Wajl Yusof
M. C.h, Baancs

re. Liw King Kook

Wr. Sun Kong Kai
Najl Omar bin Duabh
M'. JIAI m”'h‘

Dapartoent of Ports
lLands Departoent

Prunel State Chambder

of Commutece
Liang Hong Indue rial
Devclopment Conpany

?.8. » Sons Trading .
™ Brunei State
Assoch aition of Banks
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