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SÜfaftT AFI' UKIDO ?ftOP03/.m POS THE KAJN TOPICS TOH TUSCU3SI0W 

1. The broad range of problème  ancountere^   by d'ivaìopiiig countries 

in the process of expending their agricultural machinery industriel 

was »»xaninec' *•. two preparatory expert panel meeting«.     On the basis 

of the reports of those two pénele the problem« were grouped into 

area« which are ¿escribed in detail in Section 3 of this Discussion 

Document. 

2. To guide discueoion at the 0 ir bal  Hreparatory Meeting UNIDO 

propone! to concéntrete the proolem« into two main topics.    The first 

oonosrn« the basto activities whioh a developing country should under- 

take to achieve the aim of producing all   it« requirements  of the staple 

agricultural  .implement« - that is to «my hand  tool« and aniJial-drawn 

equipment, but not including power units in the firnt instance. 

Progro«« toward« thi« primary objective implies letting up profiles 

of workehoDS with their ranges of appropriate metfd-woricing equipment 

and supplies of materiale,  identifying suitable «itee throughout the 

oountrytide,  training men «md women in technical And management «kill«, 

and organi».*.»g storage end distribu con to give proap,  delivery servio« 

to looal farmers.    Vigorous activity along these lines offers the prospect 

of «arly benefit  to developing oountrtss in expanding th*ir capasi ty for 

predsclng agricultural machin»ry.    The topic is nertievlmcly relevant 

to n country in the early nta^ee "f industri ausati on. 

3.        The second main topic concern« the mor« advanced engineering 

activities for the production of tractor«,  ether priire movers, mors 

oomplex cultivating equipment and self-propelled machinery.    The 

essenoe of the UNIDO approach to thi« topic is that countrie« should 

idsntify the types of the more complex agricultural machinery whioh they 

are regularlv importing, and negotiate the contract« for the purchase 

of the next conei^, jients to ct>ver not only the delivery of the equip- 

ment but also the atait of loruç-term arrangement« for training manpower 

to operate it, maintain and -epair it,  build spars part«  for it and 

eventually make and assemble the oomplete unite.    As was the case for 

the firit topic this activity will include designing,  locating end 

equi ping appropriate new workshop«, and the training of additional staff 
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in advanced technical and managerial skills.     The additional dimenai on 

needed in the assessment of the second topic is the relation of the 

production of machinery to the country's integrated strategy for food 
production,  population growth,  land tenure and  industrialisation 

generally.    The manufacture of the more complex agricultural machinery 

requires substantial capital expenditure for the workshops,  ties 

up capital over the extended life of the machinery and lay« claim to 

skilled human resources that are also in great demand in other branches 

of industrialisation.    The manufacture of the more complex machinery 

should therefore be undertaken in accordance with a strategy for the 

country's integrated development taking account of all relevant technical, 

economic and social factors. 

4. The second topio is immediately relevant to countries which have 

already made substantial progress with their agricultural machinery 

industries, and will also represent a further stage in a long-term 

process for the less advanced countries. 

5. The drive towards ths expansion of the agricultural machinery 

industry in developing countries on the proposed linee offers great 

scope for international cooperation - among developing countries in 

the sense of sharing experience, and between developed and developing 

countries on the basis of long-term oontracts covering the supply of 

equipment, training of manoower, and finance.     There will be benefit 

to the developing countries in securing the rising standards of living 

whioh greater and more efficient agricultural production can yield, 

and to ths developed countries in maintaining good market contacts 

for capital goods, agricultural machinery in the advancing stages 

of design, and consultancy servi cea. 

6. From the considsration of the range of problems the Global 

preparatory Meeting will be asked to assist in selecting and defining 

the issuss which should bs presented to the Consultation Meeting in 

October 1979« 



IK'fflOTXJCTlON 

7. The  subjects  for   UBCUéB*.O»;  nr«r4nt'íd m tilia doer tent  «margad 

from  the dissuasioni', un.i iNjovton.^'sa'Honi» at   Uit.  U. Iroptiatury Expert 

Panels halo in Vienna  froi.i ¿l-i") Noveirb#r   ;9/7 *nd ?9 May  - 2 June  1978. 

They are given with suprortvru; an Î  sxoloraiory ¡oaWial  frnm   the 

diacussionti; addvti'-inel  wu.Viioftin« raten•*!   i« g:<wnn tn the Report 

of Working Oroup No VI/   (Production of  Agricultural Machinery anct 

Triplements) of the  International   Porr.m  on Appropriate Technology 

held  in New Delhi  20-25 November  i9'fì, 

8. The Preparatory Meeting will  ba asked 1) to help in formulatinf 

the i flaues for conaideration by the Consultation Meeting, whioh ia to 

be held in Streea,   Italy,   15-19 October  1979;  2) to suggest courses of 

international co-operation that will assist the development  of the agri- 

cultural machinery industry in the developing countries and  3) to define 

the role which UN I no ahoulc play to aesiet tnoat effectively in these coursss 

of action. 

9-        The importance of agricultural machinery ai a subject for a 

Consultation Meeting can be briafly stated.    The following table quoted 

cm pago 24 of the ÎCTS Preliminary Study or the Agricultural Machinery 

industry (May 19?3)  indi natos that in Asia and Africa urtwaen a «niarter 

and a third of the energy spent in ag*   culture comas dir ctly from huaan 

labour,  coeipartd with itibn  üum   1% in dfeve^upuu ouaniraea. 

Geographical »one 

USA 
I ; Europe 

I South Africa 

! Asia 
t 

1 Africa 

Pronoptior: of labour spent in agriculture according 
to energy source 

Human 

CO'if 

O.3956 

<     i 
26      i 

draught animal 

22% 

315t 

n 

Engine 

9*.99* 

99-61* 

U % 

23 % 

58     i 

3ourest  A.  MoafSí   Agrión I.turai Mechanization ir. Ama,  Vol. ITI  (Winter 1976) 



A table on page   ill   < f the aamu Study nhowr;  thdt 95$ of the useful 

agricultural 1  nd   area m Africa  IB wo.-iced with purely m;, ma]   fanning, 

compared with 4^ in USA and Ca.na.rin.     Progress  towards an improvement 

in the Btandard   of  'ivui^ m   lev«] mine curr.r.ea must  to «¿ssoeiated 

with the applicati op  of more -,ower to f.grLoul turai   operations and  the 

production  of the  anpronruitb machinery. 

10. World  trade   ¡n agricultural machinery represents one   fifth of 

the  total  trade described under  the  broad classification of non-electric 

machinery.     The  trade quadruoled   ir; value during the  period   1967-I975. 

In   1975 importa of agricultural machinery and pumps into developing 

countries accounted   for 26 and   }4 per cent of the   total world trade 

in  these two Bectors.     The dynamism of world  trade in agricultural 

machinery created   Dy the demands m the developing countries is not 

unexpected, when viewed against the importance  of agriculture in the 

economies of developing countries and  the rates of economic growth 

which have been maintained  by those countries under the stimulus of 

population increase. 

11. Every developing country needs to expand its cape31 ty to meet its own 

demand for agricultural machinery,   since the growing requirement   for foreign 

exchange to pay for imports of agricultural machinery in a strain on the 

balance of payment:.     The Pirrt  Preparatory Expert   fon el  considered this 

point and concluded  that  local  manufacture wa^ a necessity,   ctarting with the 

simple types and progressing to the moer compi eat.     More important, 

eventually,   for the strategic growth of industry in predominanti;/ agricultural 

countries is the coupling of industrial  and agricultural  development. 

12.     The agrioulturaJ   -nachinery which a country needa  iíj that which in 

compatible with its   crop and food  processing systems.     Broadly  ¡¡peaking there 

are four cat egori en  of  farm machinery,   which   fit   recognisable patterns of 

farm mechanisation,   and  require different levels  of manufacturing skill. 

A description o*' the  four categories was adopted by the First   fonel  and is 

summarised  for convenience: 

(i)       implements that, are simple to manufacture and opérete - hand tools, 

animal   drawn mar h i ree,  and simple procera i rg  wruipmunt.     Vhe 

manufactura of  ~u :h   ecpnpni^n*   i~   r^Hiiy urd^rtax <-r> in  nmall   to 

medium  production  unit-:,   i.;-:in^ f-'in'y ;• ir.ipl r   f '•irginr,,    velum* and 

drilling ''-ici Í • ti'--; 

! 
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(li) 

(ili) 

lr»¿«nn«tt»f .t^ohineg - litter piocha and arrows to give 

quioker cultivation,  woeders and sprayers to oontrol weeds 

«id disease,  pumpa and appropriate irrigation equipment, 
•nd traila« for transport, all required for tha 

intensification of oropping.    The manufaoture of 8Uoh machine« i. 

dominated by medium nized workshop, vrtth rneohining,  forging and 

welding faoilitiea,  and access to a supply of suitable casting., 
bearings and ateolsj 

powered mao^inary - tractors, power-tillers, thraahera and 

dryara as wall    s more oomplex pumping equipment naoeasary 

to meet the timelineas requirement« of oultivation,  planting 

and harvesting eapeoially where multiple cropping is praotisad. 
Hvnufaoture of suoh equipment, whioh is dominated by large 

oentmlised faotoriea, require* an adequate infrastructure in 

the metallurgioal and capital goods industry suoh as foundry, 

forcing, heat-treatment, precision maohining and quality oontrol 
facilities; 

(iv) aylalisedjgohinerar - self-propelled harvesting maohinery and 

ox p pissing equipment    ith a high potential for «vin, labour, 

eduction of such mohines need, a skilled aetallurgical indu.tr* 
hi*h «tpital produotion faoilitiea «nd a good oapability in 
reaearoh and development. 



3UBJ1CT3 POH DI3CU33I0K 

A»      Baaio activities 

U)      The encouragement of derelotJin* oountriee te instali the baile 
mttal-working equipment including facilities for forging,  forming, 

heat treatment and welding in order "to produoe all their own 

requirements of simple agricultura]   implements. 

13, The First Ifenel   reoommendad that developing countries ahould aim at 

MUMfaoturing all their needs cf items in categories (i) and (ii) and as 

much aa their potential would allow of the other categories.    Equipment in 

categories (i) and (it)  is oonvertiently produced in small and medium workshops 

which can be sited throughout the countryside.    3uoh workshops serve not only 

as 0entree for the manufacture of eimple «quipmént,  but also through 

their looal oonneotione as repair depots for the more oomplex agricultural 

machinery. 

14, Each oountry will need to assess this recommendation in the light of it« 

own oiroumstanoea,  the present degree of development of its engineering 

workshops whether or not they specialize on agricultural  equipment, and the 

extent to whioh neighbouring countries might help in providing facilities 

where transport conditions are favourable.    Bach oountry will need to 

undertake a thorough survey of ite er sting production <**oilities, and the 

organi eat i onal measures required to expand the facilities, group them for 

management purposes or supplement them with new establishments. 

15, Although small   rural  enterprises may sometimes seem primitive in their 

level of technology and operating efficiency,  they are usually highly 

competitive in overall  economic performance.    Tneir small soale nature is 

no disadvantage, sinoe the investment is fixed and working capital is minimal; 
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and «Aile their working methods are labour intensive, labour costs are 

not high.    The capital cost of equipping a small workshop to serve an arsa 

having a radius of 10 km is $20.000-50o000.     Such workshops provide training 

centres in mechanical skills,   which are widely diffused through the 

countryside and complement the social structure. 

lg.     In following up the recommendation to manufacture equipment in 

categories (i) and (ii), developing countries should consider that it may 

not be just a matter of duplicating suoh facilities aa may already be in 

existence, but an oocasion to examine existing deoifm and production methods 

in order to market machines that provide an improved level of performance 

for the farmers. 

17. UNIDO can offer direct and positive help by drawing up a number of 

profil cu of small workshops appropriate to different stages of engineering 

development with descriptions and estimated costs of equipment and. buildir-fjc, 

labour requirements,   production capacities and unaçe of steel and other 

materials - on the lines of the Annexes to the document  ID/WGí.282/4 dated 

20 September 1978 and presented to Working Group No ( of the International 

Forum on Appropriate Industrial Teohnology» 

18. UNIDO oan follow up that action by arranging regional or sub-regiónal 

consultations bringing together countries which have already made progress 

in the recommended direotion,  countries which are arranging to do so, and 

«mall-sized engineering companies from developed countries which are able 

to offer the simple equipment   required and provide the necessary technical 

support to ensure its effective installation ani operation«    The discussion 

at the Global Preparatory Meeting is expected to lead to proposals for the 

organisation of these activities and for the type of direct negotiations 

to be undertaken by the parties concerned. 

(ii)      International co-operation in programmes of training individuals 

from developing countries in the local production,  maintenance and 

repair of agricultural machinery. 

> 

*» 
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19. Training of skilled personr.ol constituted an integral part of the 

development process and in particular of the industrialization procese.    The 

Lima Declaration pointed r>»+, M that appropriate mensures should be taken by 

developing countries to ...   eotablieh training programmes to cover the needs 

of their industrial development and makn possible progressive mastery of the 

different production and management techniques and of industrial development, 

thus facilitating the establiahment of structures to absorb modera technologies». 

20. In the design, manufacturo, operation and maintenance of igricultural 

machinery there is need for training at all levels.    Special emphasis needs 

to be given to praotical techniques.    Training in the repair and maintenance 

of tractorB should have high priority. 

21. There is a fruitful field for international co-operation in encouraging 

the developed countries to place at the disposal of the developing countries 

some of their educational and training facilities at the varioun levels. 

The main activities of the large manufacturing companies arc rolated to 

machinery in categorico (iii) and (iv),  but there is a need for them to assist 

with categorica (i) and (ii)t  which are of greater importance for many 

developing countries.    Manufacturers and trade association, in the developed 

countries also include nmal]  and m odi um-s i.e. flriB0 which 00uld be ft Bouroc 

of management and technical  skill,  an* approprie te technology.    Some 
Governments in indura: ,4 ni  -•  „, 

•i countries have not  ap unito whose speoific 

»im is to arrange international contacts between their smill/medium-sized 

firm« and those in the doping countries.    We is a need to offer positive 

encouragement to co-operation between small firms in developed countries and 

particularly between firmo in the developing countrieu themselves. 

22.     The First  F*nel advised UNIDO to pursue arrangements,  whereby the range 

of contacts for thr bacie need of training in the maintenance and repair of 

agricultural machinery could be widened,  and firms in developed countries be 

persuaded to plaoe part of -heir facilities at the disposal of developed 

countries on a regular basis.    The idea needs further discussion partioularly 

in view of the work of other organisations concerned with industrial 
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training includi:« for example the responsibility   of UNESCO for vocational 

training.    There ia aleo tho work whi h UNIDO has initinted at the request 

of the Induotrial ücvoiupmem ¿ioard to examino wayB of maximising tho use of 

existing industrial manpower training facilities generally.    The dotal 

Preparatory Meeting is expected to clarify what ia desirable and practicable 

in relation to agricultural machinery,  considering questions such aB - what 

degree of education, ekill and experience would trainees need to begin with? 

How specialised should tho trainine oouraeo be from the point of view of 

engineering skill?    How specialised on machinery for individual crops?    io the 

training most appropriately done in the producing countries«   faoilitioo or 

in national or regional units in developing countries? 

B.      Evolution of, more advr.nc.cd astivi t3_OH 

(i)      The formulation of a ctrotcgic plan for the development of tho 

agricultural machinery industry as part of each country's general 

induotrial i zat i on programme,  considering the relations among the 

required production of food and other crops,  the level of 

mechanization,  the agricultural techniques and tho machinery 

requirements aoueoBcd on the national,  regional and climatic 

zonal level. 

23.      In most developing countries aRrioulture occupies a dominant  position 

in tho ooonomy, and in ito role as provider of food imping« on the life 

of the entire population.    A purposive expansion of the agrioultural 

machinery industry is the lant link in a long chain of considerations 

covering population growth,  nutrition standards,  typen of crop and 

agrioultural method«,   land tenure, and the extent of mechanisation. 

Bach of these elements require« a profound investigation in the light of 

the social,  political and economic realities in each country, aided by all 

relevant international surveys euoh as the Conference on Agrarian Reform 

organised by the Pood and Agriculture Organisation. 



?4.    Both Rtneln th.voforp l.-.id ,•*,?<&•>   tm.nhasia on  the need  fora  strategic 

plan that would  rcjato *he agricultural  machinery production programme to all 

the other aspects  of agricultural   development  ir a country.     The strategy 

should be baned 'n¡   „m.  iwwiu projections oi  u.£ii^ultural  production in the 

immediate and medium term periods.     The crop production plana should be 

matched with  the expected level   of  appropriate mechanization.     The data 

should lead to a quantitative and qualitative  evaluation of the country's 

requirements   for agricultural  machinery,   which could thon be classified 

into oa.tepoi.iefi  rei at ed to technical   sophistication and the complexity of 

the equipment  required for itn manufacture.    The machinery requirements of 

the agricultural  sector might be further refined to involve a proper 

selection of tools and implements together with improvements to  existing 

designs and the materials us od, 

2?.    The strategy ought  to take account   of all   relevant  factors 3uch as 

the  effect  on the balance of payments  of local   production of farm  equipment 

as compared with importing,   the impetus   to general  industrialization and the 

need for adequate training and infrastructure.     The social   implications of 

changes in land tenure and utilisation might act an a constraint  on the 

speed at which progress could be made.     The aimn should therefore be realistic. 

Each country should look first  to its own needs and  frame its programme for 

agricultural machinery in relation to its own conditions and reflecting its 

own potential.    The decisions made at the agricultural,  political and 

industrial  ]e.'Pln ^"-H I~H to the adontion of a technical model appropriate 

to local conditions  for the manufacture of selected categories of 

agricultural machinery^ 

26.    Both PinelB saw the strategic plan as the starting point for a sound 

agricultural machinery policy at  both local and regional levels.    They also 

saw in it the strands of continuity of policy that would foster the 

steady- growth of the industry.     In it3 advanced,  sophisticated,  stages the 

strategy would link up with international arrangements including long-term 

associations with the producers of complex equipment in developed countries 

as outlined in Group C below. 

^ 

* Ì 



(ii)      The creati m of Agr.oul^ ;ral   Ma :hinrvV/ r,-  .   ' ees anci Design 

and Development   fï.:r.*«en at ivuiu^l  ;..n,j rinomi  levels to inspire 

ani fraie a continuine Programm-- o;   wo ri' or;  J he improvement  in 

production methods   ^r    xi.rtinf- types  u»' . -ui pment  ar.d the 

evolution  or new typ-îs of agri etil turai maoninee needed for the 

npeci^ic  condition; ir  dcviilopiiy; countries. 

27. A strategic ;,ian ,,ould rp.quvro ^.^ : ri cr t , recogriice the Jnaj?y factors 

influencing the nature of a^ricultuivl machim r.y development,   and to make 

a conscious  effort  to bridge tie gap which may czist between the various 

interests in the rural-agri cultural and industrial cectors.    The Second 

Rinel made detailed propocals for a Committee at national level with a 

policy making role.    The Committee would have representatives of the following: 

Ministries of Agriculture,   Industry,  Research and Economic affairs?    the 

agricultural  extension service; the agricultural machinery industry.    The 

function of the Committee would be to bring together all the threads of an 

agricultural machinery policy at the local and national 1 ovolo.     It should 

oversee the strategic plan,   provide objectives for a National Design and 

Development Centre and seek to co-ordinate policies at the regional level 

between countries with similar ecological   conditions. 

28. Much of the agricultural   equipment,   now in use in developing countries 

has proved itself over many years as functionally suited to the purposes 

required.    Ho/ever t.hore remain opportunities for helping developing countries 

to produce suoh équipant mure efficiently and oconomically by using modem 

manufacturing techniques,  and this aspect   of industrial  progress should 

receive attention simultaneously with the attempt to evolve new designs. 

29. The source of innovation in agricultural machinery has been variously 

attributed to the farmer,  the research sector and industry,  but in the main 

it is industry which can carry through ideas from concept to commercialisation. 

The Second Fancl advised UNIDO to encourage the developing countries to adopt 

consistent long term policies to undertake work on the design and 

development ox" agricultural machinery,  using teams of agronomists, agricultural 

engineers and industrialists.   Design and development would best bo carried 



out locally becauu« or the i portane» of ag* .,:ion:inr   cluintic and BOO io-economic 

conditions aß faeton? affecting the ac-optaí.vc o" michino;;  by farm err..     Denial 

and development  murt  therefore start  from an analycir  of tuo probi ernr.  of the 

farmora in cultivât it:- -; ., -,   -d >  ,ld ic -„M^ , ntter    ocal com)itlo,n  to 

prove to tho rannera that  the maciunoa wore officiavi? and robust.    The 

production of machinery   oven ir-  the nipplo cati^nn (i)  und (ii)  can 

benefit  fron, attention to   lesion and to vie no] cet io«; of ratónala and 

production irtothodo, 

30. The üocond  Pinol  noted th;il mcrA  i.r t.hc ctieting  Internationa]   Agricultural 

Research Inatitutea,   which carry out successfully a wide range of crop and 

livestock reHoarch,   do not devoto much of their effort to deal en and development 

of équipant.     It  emphasized th<i importane o for them to balance their pi stummen 

by devoting resource to the deiú^n of new and adapted machinen cuitablo for 

manufacture and uac in the developing countries.     The Agricultural Machinery 

Committeoa would bo well  placed to provide tho nece«nary stimulus. 

31. UNIDO can offer positive help by ontting up a regular series of contacta 

with the International Agricultural  Rcaearch Instituten to prc3s the importance 

of machinery development in their programmes of work. 

°*       Bilateral and .'te.^ional mcanures 

(i)      The fostering of long-term arrangements between tho exportera 

of more complex agricultui  1 machines in áev loped count ri eo and 

their users in developing countries to enoure that the developing 

countries loam to operate, maintain,   repair and eventually to 

build the more complex machines. 

38.    Tho more complex items of agricultural machinery which are already 

being imported and used in a developing country provide a moet appropriate 

target for local manufacture.    The Second Panel visualieed 

a partnership over an extended period of time between a manufacturer in a 

developed country and userc in a developing country,  with the eventual aim 

of local manufacture to the full eat extent practicable. 

Î3.     The Boopo of euch an arrangement should first cover the Bupply of 

equipment in the initial otages together with adequate training of 

operatore to ensure that the developing countries secure the fulloot possible 

benefit from its uoe.    Tho contract should then cover training in the repair 
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and maint enano e of the equipment} the local production of spare parta}  the 

further production of new componente preparatory to assembly of the oomplete 

equipment, no    exoluding the poBslbil .ty of having to iuport regularly some 
of the highly engineered oomponenta. 

34.    In this oonneotion there have betti reports that imported maohine«, which 

were satisfactory when new, were lying idi o in developing countries for lack 

of 8pare parto and simple maintenance.    Although the problem is an old one, 

ita urgency has not diminished.   A solution to the operation and maintenance 

problem involves a long term oommitment and investment beyond that contained 

in the oimplo import of, for example, a batch of traotors. 

35»     UNIDO may be able to give practical help in drafting terms and conditions 

of a suitable contract providing for the satisfactory evolution of skills and 
facilities in developing oountrios. 

(ii)     The assessment of the need for regional unitB for the produotion 

and marketing of agricultural machinery to secure économies of 

soale for a number of neighbouring countries, whioh individually 

offer too small a market. 

While the manufacture of agricultural muchinory in categorico (i) and 

(il) can normally be organized within a local and national market, the 

produotion of the more complex types needs larger faotory installations whioh 

in appropriato oiroumstances might be shared among a number of countries 

in a region to economise in finance and skilled manpower. 

36.   The First ftwiol heard of the action which had been taken by some 

developing countries in entering the manufacture of traotors.    Among the 

problems to be overcome were the high oosts involved in installing capital 

equipment, of skilled expatriate management, of training operatives abroad, 

of produotion rates lower than the plant could eventually achieve.    Other 

difficulties poncoroed the provision of engineering services,  foundries, forges 

and material supplies.    These factors resulted in many cases in the cost of 

looally produced items being substantially more than of imported item». 

The extra oosts were accepted in the short term as being a necessary part of 

the learning process leading to efficient industrialization,  improved 

agricultural production and an eventual saving in foreign exchange,  but 

spreading the costs over a region would help to reduce them. 

\ 
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37. The First Hinel aleo hturu of the difficulties experienced by licensees 

producing tractors for sale in a regional market. Difficulties aroso as the 

result of charcos in design imposed bj the licensors. 1 actor manufacturero 

in developing countries could co-operate in exchanging their experiences 

in this field in order to decide whether they need to  follow such changes or 

to envolvc designs  suitable to their o\m cornuti one. leading to a degree of" 

regional standardisation. 

38. The Second Rinol noted with interest the successful  regional experience 

of SISCOMA. in Senegal, which has operated for a number of years supplying 

relatively simple equipment  to Senegalese farmers and to a group of 

neighbouring countries in Went Africa. 

D«      Finance and Investment  Promotion 

(i)      The consideration of intornational  financial  and contract conditions 

related to the manufacture and sale of agricultural machinery. 

39«    Two main capital  requirements were identified for the agricultural 

machinery industry:     to create a market,   and to establish and sustain 

manufacturing.    Farm machinery was different  from most  of the other 

agricultural   inputs,   in that, machinery was usually written off over 

5-8 years,   and to this extent required special  treatment  in comparison with 

seeds,  fertilisers and herbicides,   for which finance was required annually. 

40. It was  important to secure  for the purchasers of machinery a fair 

return on their investment  by guarantees of good performance and a supply 

of spare parts  for the expected life of the machine. 

41. Small  locally based manufacturing and repair units making equipment in 

categories (i) and (ii)  could be financed from the funds made available for 

rural industrial  development.    The main problem was seen to be one of 

securing as good institutional arrangements for such  entrepreneurs as for 

those involved in larger undertakings  e.g. access to credit at relatively 

low rates of interest,  training facilities,  protected market opportunities, 

and adequate supplies of materials. 

42. Factories making em.dnment  in  -¡ate/lories (iii) and ( iv)   required special 

consideration in order to make efficient  use of the larger capital invested 

in them.     At  this  le/*-l   economies of scale should bo achieved and it was 

worth  examining the  financial benefits to be derived  from regional 

* 
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oo-operotion in both production and marie et in«,   baaed either on a measure of 

specialisation by individual countries on the production of oomplete 

machines, or on the subdivision of poduotion into oomnonents to be assembled 

at a regional centre.    Factories established to manufacture maohinery in 

oategories (ill) and (iv) may carry a long term commitment for foreign 

exchange for certain imported items, which oould still account for 50 per cent 

of the input even after 10 years operation.     In these oiroumstances the 

oontmntual arrangements with suppliers in developed oountries should be 

negotiated in such a way as to ensure that the developing countries should 

steadily advance their manufacturing abilities and were not put at a 

disadvantage by a permanent need to import. 

43. Pinanoial contracts between partners in developed and developing countries 

should provide benefit  for both sides.    It would help all parties concerned in 

the establishment of manufacturing units in developing count ri eo if the 

financial criteria to be met were spelled out  olearly from the beginning and 

were held constant throughout the term of a contract.    This referred to items 

suoh as proportion of local manufacture to bo included}  the proportion of 

local financial participation}  the permissible dividend payments and the 

terms of licensing. 

44. The partner in the developed country should take into account  the 

special nature of the needs of developing countrieo  for the growth of industry 

and for the training of manpower,    wmtraota should provide for the possibility 

of direct oo-operation and exchange of parts between lioenseee in the 

developing countries.    There should be a reasonable expectation of the 

continuity of local policies,  within which th« benefits of the contract ml^ht 

be realized by all parties concerned. 



• • t 




