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The increasing importance of the public industrial seotor in a number
of developing countries is evidsnt from its growing contribution to
mamufacturing vilue added, employment a:d GDP, and from ilu role in the
development of certain priority or ksy industrial sotivities. The sector
is viewed here as composed of enterprises that are predoainantly owned
and ocontrolled by the State and that produce manufactured goods, in

accordance with the issues raised in General Assembly resolution 3488 (XXX),

which suggested that for the purpose of the report on the publio eector
oalled for by the resolution:
".eo the public sector should be viewed as focussing
primarily on those entities producing traded goods
and services which the Covernment and its agencies
own and control (including partial ownership, if
this is sufficient to give effective control), as

distinct from the whole range of governmental polioy,
decision-taking and sotivity." 1/

An in-depth analysis of the public industrial sector is hampered
from the outset by the scarcity of data and the incompatability of the
data that exist. Hence, the aim of this discussion is not to give a
comprehensive and detailed picture of the sector but to provide an idea
of its importance by examining the key iosues and problems that ariee
in the establishment and effective operation of public manufacturing
enterprises.

Ae T St 8t

The entrepreneurial role of the State is most olearly evidenced
when it assumes the direction of public industrial emterprises. Some
Governments pursue a middle course between acting as an entrepreneur and
eisply bringing their influence to bear on private industrial enterprises.

1/ United Nationm Koonomic and Social Council, "The role of the
public sector in promoting the eoconomic development of developing coun-
tries. Heport of the Secretary-Osneral” (E/5985), p.4.




In such countrics the Gtate prefers to bc¢ a catalyst in a system in
which the share of invesiment in indus‘»ial enterprises ~re divided
between the pubiic and privatce ceclorse 1In cithor cuce, the State
partiéipates directly as a manager or purtner in industrial productive
act;vities, and thc size and stz'uctui'e of the sector arovlargely deter-

 nined by the extent of its intervention.

The view is now widely held that stave participation and direction
arc necessary aspects of development policy in both the developed and
the developing couniries, For example, in thc Federal Républic of Germany,
whose Covernment it opposed to the concept of nationalization, the State
has substantial invesiments in ’md.usn:r:/.2 The same 18 true for the
Jnited Kingdom; the Britizh Minister for Overseas Development recently
3tated, in an address on the impiications of the new international ordert

Y.ee We now need to eatend the concept of intervention
and planning from the nutional to the interrational
level: from the nation to the world, frem the country
to the planctes We must now determine that we shall
solve our sharad and common problems only by a firm
rejection of any illusion that there is a free world
market economy." 3/

Developing countries are currenily faced with the task of formulating
national develo~~cnt plans and policies not only to achieve a faster rate
o>f economic growth bul alsc to alleviate poverty aud unemployment, to
rectify the unequal distribution of income, and to overcome economic and
technological dependency. In the planning process, the Governments of
these countries mus* be resporcible for setiing industrial development
goals and for directing the flow of resources, both public and private,
in order to achiecve their ohjectives in zituationc that are often quite
iifferent from thosce that existed when industrial development begun in
the developed countries. For inctance, optimim fimm size is much larger

than in the ninetcenth century; market structures are often oligopolisticy

2/ Sce The Finm.~ial Times, 4 January 1979, ps?s Sce alao "The
state in the market", Ti.o £ cnowist, 30 Deccmber 1978,

3/ Addrcuz by Judith Huvt to the Round Table of the Socicty for
[ntornational bevelopmout, Ttome, 13 May 1978,
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4rede and f¢ iign investment play & 'veatsr part in irdustrial develop-
ments .thq cost of muavra wvechnologios is greater; oapital-intensity
is Mdpr; and, with scarce capital, the decision for oapital deepening
often has to be made at a national level.

3. Objectives and rationale of the public industrial sector

Among the specific reasons for the emergence of a public indusirial
seotor in Adsveloping countries ares

() To ensure the rapid expansion of the industrisl sector;

(v) To develop certain industrial activities that the
Government desires tc promote and that priwate enter-
~ prises, do not or cannot enter;

(c) To ensure national control of key industries, e.g. the
exploitation and processing of natural resources;

.. (@) 'To prevent the domination of the industrial sector
by private entrepreneurs;

(e) To import tho needed technology and to stimulate
research and development to build up indigenous
-industrial technologiesj

(f) To ensure a balanced regional development;

- {(g) To rescue and revitalize ailing industrial enter-
;) .ses for economic or s0 _al reasons;

(n) To bring foreign-owned enierprises into domestic
" bhands and thus accelerate the procsss of indigenisation
. of the indusirial sector;

(1) To create greater and botter opportunities for employ-
glnt and for training in new industrial skillsj

(3) To provide industrial goods that satisfy basic social
and economic needs; '

(x) To control prices of specific industrial goods,

The following paragraphs illusiratc the rationale for the public indwsirial
sector in specific developing countries. '



Algeria has adopted tho position that all important moans of pro-

duotion and di ‘ribution nhould be ver‘ad in the public :nctore The .
Charte nationale (National Charter) of Algoria, adopted by a popular
referondun of 27 June 1976, includes {iho statoment:

"The methodic nationalization of land, mines, hydro-
carbons, foreign trade, banks, insurance companies,
{ransport, unoccupied buildingus and all foreign firms
places all the cconomic conirnl levers in the hands

of the nationesss In tho case of industry, the inter-
vention of the national private sector is limited to
activities carried out by small enterprises and involving
the last stage of the industrial process, These aciivi-
ties must be situated downctream from the production

of state factories, notably in ihe casc of small-ccale
manufacture of certain articles of current consumption." 4/

S ——

In Brazil, the main explanation for the expansion of public industrial
t enterprises is that thcy have entercd arenas that were beyond tho organiza-
tional and financial resources of Brazilian private companieus Direct
public investment has becen of particular importance in steel, petroleum
and chemicals., In stecl, private profitability was at one time favourable,
but the huge amount of capital required by large modern integrated mille
was not forthcoming'from private sourcosj govornment equity participation
roduced the amount of privatc capital needed and also onsured the future
of the industiye Covernment firms cw .ently account for a good part of
the steel industry's production, Extensive exploration for petroleum
(and to a losser extent its processing) seemed so unprofitable that strong
incentives would have been neocded to induce private aotivity. It appoars
that petroleum production and refining in Braril today are at far higher
levols than thoy would have been without direct government intervention.
Tho fact that PETROBHAS was established with a virtual monopoly of potro-
leum exploration and refining would imply that the demire for state control
of basic raw matcrials was a motive for the oxpancjon of public industrial
enterprises,

4/ United Nations Economic and Social Council, on oit, p. 11.




The petrochemical industry in Brazil is illustrative of & situation
in which the public sector came in as an entreprenour with sufficient
resources to co-operate as an offective partner with tranocnational cor-
porations and the local private sector in developing an indusiry that
required massive capital investmont and the implantation of advanced
technologys The petrochemical industry in Brazil is characterized by a
wnique combination of local private capital, state capital and transnational
oorporations that are bound together by buying-and-selling relationships
and equity interlocks to form a single interdependent systems The public
sector initially entered the indusiry in the 19608 not because it was
anxious to take over the petrochemical industry but vecause the private
sector was anxious to gmin its pa.rticipationr

In Egypt where the public sector currently accounts for a considereble
part of the countryts industrial production, the role of the State in
industrial development criginated with government policies following the
1952 Revolution that were designed to accelerate the industrialisation of
the country- To achieve this objective, the Governmert favoured publio
investment, in partlcvlar in heavy indusirios (e.g. steel) which had proved
unatiractive to the priwte uotor.'

In the reply of India to the Seoretary-Oeneral's mote verbale
oonocerning the implementation of Ganerwl Asseably resolution 3488(XXX)
on the role of the publio sector in promoting :he eoonomio development
ol developing countries, the Government stated that, in 1966, the
Prime Minister declared:

Sec Poter Evanp, "Multinationals, state-ownod corporations, and
the transformation of imperialiom: a Bravilian case etudy", Economic

Pevelopmont and Cultural Change, vole 26, October 1977,

Robort Mabro and Samir Radwan, The Industrialization of Brypt

6
Lg}&ljﬂ'{ﬁ (0xford, Clarendon Prcuos, 1970).
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"We advocate a public sector for taree reasonst

to gain control of the commanding heights of the economy;
to promote critical develiopment in terms of social gain or
strategic valus racner than rrimarily on corsiderations of
profit; and to provide commercial surplusez with which to

finance further econonic development™.
In 1969, the Prime Minister oheerved further:

"he public sector occupies a pivotal role in our
econonic strategv. From the berirning, it has been recognized
that the public sector would necessarily have to venture into
the difficult and intensive fields of oasic industry which
the private sector had shunned for long". 1/

Certain batic industries accordingly have been resorved for the State
and others have been left 1o the private sector or for joint endeavours.
The now industrial policy of the Government it not explicit on the roles
of the public s :tor versus the private 3actor, although .e emphasis
has shifted from heavy indusirialization as the prime engine of growth
to rural development and small-scale indusirys Programmes of industrial
development in the public sector in India have encompasscd the setting
up of steel plants, coal mines, heavy machine-building factories, ferti-
lizer factories, the manufacture of heavy electrical equipment and oil
exploration and developmente

1/ United Nationa Economic and Social Council, opscite) Pebe



* In Jamaica, on the basis of problems of structural unemployment,
regional uncemployment and undercmployment and of sectoral underinvestment,

a gfccn papor on industrial Jevelopment was iscued Ziving the main objeafivoa
of direct publir-uectior participution as: "(a) the achievement of the
targeted rate of indwitrial irvestment; (b) the promotion of a desirable
paticern of industrial locailion; and (c) ihe devclopment of an effective
planning and impliementation framework for the ceotor within which the mgin
growth pointe in the sector can be identified and their development |
ensured, " é/

The State as an ecoiomic agent has boen playing an important role
in the Mexican economy in recent decadas (1235-1975)e The reasons given
for direct statc participatlicn in induvstrial productive activities include?
(a) direct exploitation and processing of bacic ard strategic natural
resources that guarantce staie sovereigmmiy over such resources, €ege '
the nationalizaticn of the peiroleum industry; (b) investment in economic
activities that bLecause of +their long gestation poriod and large capital
requirements nad not atiracted the m.vate sector; (e) conirol of prices,
in particular of steel and petrochemicals because prices of these products
largely determine the price level of many other industrial goods in the
country; and (&) salvamng privaic enterprises that were on the verge
of bankruptcy, csscentially in order to maintain employment levels or to
sustain certain industrizl activities that were basic to a minimum inte-
gration of the cconomy. In Mexico the public cector is particularly active
in petroleum and pétrochemicalu, iron and steel, fertilizers and the manu-
fhéture and repair of trancport equipmente

8/ Green Paper on Industrial Development Programme, Jamaios, 1975-1980,
Pele

See Kend Viilarreal and Rocio R. de Villarreal, "Las empresas
pdblicas como instrumento de politica sconomdmica in México", El Trimestre
Econdmico, vol. XLV (2), April-June 1978,



In Trinidc and Tobugo, the need r greater nation ' control of
4he economy appears 1o nave veen un impcrtant reason for the expansion
of public industrial enterprices. The Covernmeni, which has been attempting
1o hasten "locelization" (that im, the irsasfer of effactive control of
economic aciivity into ths hando of nniionals of Trinidad and Tobago),
has stated "that it considers its shareholdings as a trust held on behalf
of the people and thai it woulu relsase thene holdings to the national public

a8 oiroumsiances permite" 19/

In the Arusha Declaration (1967), the United Republic of Tansania
outlines the objectives for the public sactor, as follows: (a) to achieve
soonomic justice by control ling the principal means of productions
(b) to ensure the woll-being ol all citizens; (o) to prevent the exploita-
tion of one person by another or of one group by another; and (d) to
prevent the accrmilaticn of weslth to en nxvent that io inconsistent with
the existence of u clagsless socioty. Following this Declaration,
the Government iransferred the control ai ownership of the large private
and foreign-ovmed indusirial enterprices fo parastatal organizations, .u/
By 1974, the public sector eccounted for about 50 per cent of manufacturing
value added an? 50 per cen’ of industr'al employment,

In 2orhia, as in other doveloping countries such as Nalayuia, the
public industrial sector has beon rogurded as an important vehicle for
rectifying social and ethnic inbalaicea, Rapid indigenization has °
olearly bean an important factor in the natiuvnalization of industry and
in the invostaent of the Industrinl Development Corporation of Zambia, w

19/ United Kations Economic and Social Council, ope cite, pelOs

41/ Second Pive-Year Plan for Tconomic and Social Development o

Tenzania (T90.7.10 » vol, 1, Conoral Analysis (Dar os Salaam, Tho
overnment Printor, 1969).

;g/sm "State participation and the Zambian econony", World
Development, vol, I, No. 10 (October 1973).
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0. Issucn affocting the role of the publi: indust.ial sestor

The trend towards a groater role for tho public industrial sector
in the industrialization process in developing countries is linked with
three main issues: (a) the control of the development of natural resources,
(b) the acquisition and adaptation of technology, and (c) rural dovelopment.

International prices for primary commodities exported irom developing
countries have often fluctuated widely and have not boon indicative of
long-ierm comparative advantago. Value added in the proceesing and marketing
of end-products has accrued mainly in the industrializoc countries.,
Historically, this situation has tended to benefit the industrialized covn-
trios to the disadvantage of the developing countries, It is not surprising
then that calls for a new international economic order have focused on
national control of the exploitation and processing of natural resources,

In the Lima Decluration and Plan of Action on Industrial Development and
Od—opera.tion it is stated "that every State haa the inalienable right 4o
exercise freely its sovereignty and permanent control over ite natural
resourcos..." and ",., that effective control over natural resources and
the harmonization of policies for their exploitation, conservaiion, trans-
formation a ' marketing constitute ~~r developing cowtries an indiepensable
oondition for economic and social progresss" (ID/CONF.3/31, chap. IV,
paras, 32 and 34) In many developing countries, owing toc the absence of

& siseable mtionnl'.ntnpronourul clase with adequate capital and teoh-
nologioal know-how, the only alternative to outright private foreign
ownership and control of natural resources may be public national owner-
ship, to the extent that effective control is ensured. Por industrial

Transaitted to the General Assembly by & note by the
Seoretary-General (A/10112), Also available as UNIDO publio infermatien
pasphlet PI/38,
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projects in which invesim:zonis are lurge and have long gectation periods,

an increasing unumber of joint ventures are occurring vetween the public
industrial cector in developing couniries and partners from the developed
countrics. The public indusirial enterprises seek the technology, the
know-how und the foreim markets owned or controlled by the industirialized
countries, while the foreirn partners scek the finance and political
protection 1hat only the State can provide. Thus, the increasing
importance of ine public sector in industrial development in the developing
countries may actually lead to greater opportunities for interrational

co-operation tetween developing and developed countries.

The achicvement of a 25 per cent share of world indusirial outpui
by the year 2000 implies the application of techriology on a massive scalee
The question is how and on what terms this technology is to be acquired
from the industrialized countries and alapted 40 the conditions of the
developing couniries. One way of obtaining the technclogy is, of course,
to let forcign firms come in and bring +heir technology with them, or to
allow the local pricate Liductiicl secter to culter into wGtnuing agree-—
ments for the purnose. Bui unconirolled entry makes it difficult for
developing countrie: to gain real access 4o technology once it is implantnd
and to guide the technology to priority industrial activities. A basic
cause for concern at the Second Cencral Conference of UNIDO was the imper-
fection of thc market for technology, the oxtent of abusive practices and

the limitations on access 1o technology as well as iis forcign exchange coste

One eolution to the problem of zaining continuous long-term reliable
accesd to new tochnology without giving up national control of strategic
branches of industry is for the Stale to enter into joint ventures with
foreign parties. This sort of arrangement permits conirol over investment
and production, the training of local technicizns in the technolory, and
local pariicipation in the protitse In chort, gnining real acce:ss to tech-
nology and contrel of the indusiiry may require that ihe State hawve a share

in both the ownerchip and management of a particular indw:trye



While eff . rts to industrialize in some developing occuntries have
led to encouraging results, large segments of their rural population have
benefitted little, if at all, from the progrees acnieved, The
industrialization of rural areas can be an important input to rural
development. However, with limited financial resources, insufficient
entreproneurial capabilities, inadequate infrastructure and the long
distances from rural areas to metropolitan markets, direct stato inter-
vention, including the establishment of public industrial enterprices, may

be the only vay to promote rapid industrial developmeni in the rural areas
of developing countries,

D. Contribution of the public inducirial sector

It would be expected that the industrial branches in which the public
gector is directly involved would cover many and varicd activities since
they are conditioned by the economic, social and political priorities laid
down by individual Covernments. Table I Shows the major areas of industrial
activities of the public sector in 29 developing countries. No statistical
\ data are provided; the information is intended merely to give an approxi-

mate idea, which indicates the wide range of activities in the sector.

As may be oxpected from the policies of a number of developing coun-
tries decigned to sccure the national processing of local raw materials
and to establish the pillams of industrialization through the direct parti-
cipation of the State, a patiern of state participation is emerging,

} Within the public industrial sector in these countries basic industrial
goods appear largely to predominate. This is also the case for tho capital
goods indusiries in a few countries, in particular in the more developed
of the developing countries where such industries are already established,

While table I indicates that the public eector also participates
in  the Yasic consumer goods industries, this may be cxplained in part by
the centrally planned 2poroach to development of coma of the develonine
countries represented in the tablee In other cases it may roflect a lack

° of capital und cntroprenewrial resources in the private inductrial usector
and thus point 4o the nced for the State to initiate or to give a push to

activitics in these branches,
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A major problem in invertiating the role of tha public meotor is
the unavailabliity or drtn, in particular data that can be used for oross-
national comparisons. The flgures in tcbles IX, IIT and IV . are there-
fore precontod mainly for 1llustrative rurposos to glve a droad and
tentative view of the relative importance of the public industrial sector
in & few developing countries for which data were availables The indicators
used are the coniribution of the public sestor to industrial output and
the share of the publioc sector in industrial im)estment and in employment.

Table II shcws tho relative contributicn of the pudblio and private
sectors to manufacturing output inlll developing countries, 1n a few
cases it aloo gives the average annual rate of growth of the sector for
various pariods, Tho fipures indicato that the contribution of the sector
‘o manufacturing output in the 11 count=ies varies widely: 7.8 per cent
in Hexice, 3.0 per cent in india, 37.0 per ceat in Turkey, 67.0 per cent
in Bgypt, and 85.) per cent in Somelia. Except for M2xico, the contri-
bution did not fall balow 23.9 por cante. 1In general, the <able showw
‘he importance of tne public sector in the indvctriel output of both the
least and the morn developed of the r'qveIOpi.ng counitricn,

Table IL{I gives the actal and planned sharcs of the public and
private sectors in tot»l industrial investinent in 20 developing countries
for which datis wore available. ™or somn countries the table alsc anows
the historical trerds in these shares, Investment in the pudblic industrial

Boctor varies as a percentage of total industrial inveatment from 9¢3 per cent
in Foroooo %0 97.9 r~. osnt in Irety.

The docision to inwmet ir the public industrial sector depends on
factors which are by no meana static but which vary according to 4he
changing cconomic, wocial and political situation in a perticular country,
The high figures for shares of public industrial investment in table III
for Iraq and Somalia, for instance, may be explained by the fact that these
oountries have chosen a centrally pianned appronch to devolopmonte. The
low figure for the shure in the Republio of Korec may bs erplainod by that

|
|
|




countrys commiimont 1o i market cconomy. What is interesting to note

from table III ° “wever, is the relativ- "y high shares of ublic indus-

trial inve: tmeni in Meaico (,yew per cent), Turkey (HHe0 per cent),

Venezuela (49.8 per cent), El Salvador (40.9 per cent), Morocco (34.8 per cent)

and Iran (33.4 per cent). This may be the recult of policies to concentrate

in the public scctor industriea zconsidered basic to further industrialization

or industrics cngrged in the exploitation and processing of local raw
materials, with high capital requirements. In some cases, it may also be
the result of a lack of sufficient entreprencurship and finance in the
private sector of the economy.

Table IV indicatec the sharcz of employmeni in the public and
private sectors in total industrial cmployment in thc cight countries
for which data were availables In the years chown the lubour force in
the sector accounted for between G.0 and 78.3 per cent of the total indus-
trial labour force in the countrics represented, However, the small
number of countries and the reliability of the data do not permit more
ihan the obvious observation that the wide variation in the share of the
industrial labour force in the public sector reflects the variaiions
also observed among developing countries in the shares of the public and
private sectors in total industrial inve.:ment and in their contributions
1o manufacturing -.\utput.l

14/ It would be uscful to make an effort to obtain data in order to
assess the contribution of the public scetor to specific indusiries in the
developing countrics, particularly the priority industriec indicated by the
Lima Declaration and Plun of Actions An ECLA study "Public enlerprises:
their preseni siymificance and their potential in development™, published
in the Economic Bulletin for latin America in 1971, indicated that out of
o total of 17 major imtegrated steel enterprices, producing 30 per ceont
of the stcel in latin America, 8 werc state enterprives proper and
accounted for 47 per cent of production; 2 others, with mixed private
end public capital, accounted for 12 por cent; 2 thal were controlled by
forei;m capiinl accounted for 7 per cent; and the remaining 9, owned by
domestic privatce investors, were responsible for 14 per cente  However,
the datla referred to the year 1966 and by now the situation m1y have
changed simificantly.
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E. Oripaunization of the puklic inducirial zoctor

While the public indusirial cector ic assuming an increasingly
imporiani role in the indusirialization of a number of developing coun-
tries, few countrics have formulated concrete strategies for the sector to
make il an cffective inctrument of economic development, or have set up
machinery to co-ordinate and control the astivi*ies of the scator. Sush machinery
neoded to ensure stundards of performance and accountability and to
minimize the compelitive wse of limited resources, the duplication of
production and the multiplication of internal services such as purchasing,
accounting and marieting. Co-ordination can be especially valuable in
investment planning, research and development, management, technical

training and ~onsultancy.

Somc developing countries, however, have attempted to overcome diffi-
culties of co-ordination and con“rol in the public indusirial sector. For
inntance, Argentina, Cuyana, Malaysia and Mexico have set up a separate
ministry of public (including industrial) enterprises, in order to place
under one ministry a wide range of fuiciions, such as investment and
pricing polic’ s for industry, appoin ' —ent of board mem“~rs, sctting of
financial and other obyectives, approving capiial structures aund borrowing
arrangements, and underteking efficiency audits. Other developing countriec
have created advi:zory-cum-supervisory bodicec to provide various services
in order to achiove better policy formulation and co-ordination and to
enhance overall efficiency. For example, India has establiched the
Burcau of Public Enterprisce, Nepal the Corporation Co-ordination Council,
and Trinidad and Tobago the Statutory Authoritiee Service Commizsion,
Another institutional device that has bccome well knoun is the cstablishment
of holding companics cuch as the Chuna Industrial Yolding Corporatios, the

National Developnont Corporation of Tanzania, the Industrial Development

Corporation of Zambia and the Bolivian Developmenti Corporations.
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8 C)
Country Period Public Private Remarks
b T L
Bgypt 969/70 96.6 3.4
) A970/71 96.8 3.2 ~ -
1971/712 95.1 4.9 Mining and manufacturing
1973 95.0 540
. 1974 98.1 1.9
1975 89.6 10.4
Bl Salvedor 1973-1977 40.9 59.1
Ouatemnla 1976-1979 15.9 84.1
Haitt 1976~-1981 10.0 90.0 All indwstry
India 1966-1967 61.7 8.3
1970=-17"1 61.0 39.0 All industry
1975=1s , 6 60.9 39.1
Iran 1968 42,2 57.8
1969 41.) 58.7
1970 44.0 5640
971 3%.6 64.4 Nining and mamufaoturing
1972 33) 66,7
1973 29.1 70.9
1974 334 66.6
Ireq 1960 12,2 81.6
1975 9.9 2.1
Ivery Ocant 1971-1975% 19.3 80,7
Nexioe 1974 59.0 41.0
Noreooo 1973 9.3 90.7
1974 19.7 80.3 Namifacturing and precessing
1915 u.l 15.9 M‘!iry. ‘”1‘1“ on-
1976 .0 65.2 straccion and trensport
Bigeria 1970-1974 17.7 82.3 All indwsiry, exolwding
sining
Pakistan 1965-1970 47.0 53.0
1970-1975 57.0 43.0
1975~1980 76.0 24.0
Pom 1971-1975 25.) T4.7
Republic of Kerea 1972-1976 10.4 89.6
Semlia 1973 79.9 20.1 All indwatry
Sri Lanka 1972-1976 553 4.7 Nining, Quarrying and masmfasturing
Tenisia 1973 41.6 58.4
1974 34,0 66.0
1975 42,4 57.6 Betimate
¢ 1976 38.3 61.7 Foreoast
19691972 58.4 41.
1973-1976 44.) 55.T
Tarkey 1966-1976  55.0 45.0 All indusiry
Veneswela 1976-1980 49.8 50,2
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Buch instituiional mechanisme have solved the problems of co-ordination
in the publio industrial sector with varying sucoess, 1i is clear, however,
that much 8till noods to ho done by many develoning couatries to rationalise
the fragmentary approach to the co-ordination and control that exists at
present in the sector.

~ Perhaps of equal or greater importance is the lack in seversl
developing countries of a conorete strategy for the long-term development

~of the public industrial sector. An overriding need, if the seotor is 4o
" Deoome an effective instrument of economic development, is for the formula-

4ion of such & comprehensive strategy with objectives (both economic and
o"‘ccinl), priorities, targets and implementation measures clearly defined

at the global, sectoral and enterprise levels. This is a prerequisite

not only for increasing the effectiveness of the sector, but also to
establish a basis for measuring its performance in terms of oapacity to
produce industrial goods at an economic cost within clearly defined economioc
and sooial objectives. '

F. Performance of the public indusirial seotor

An inoreasing number of devsloping oountries are concerned with the
problem of measuring the performance of public industrial enturprises.
Obviously, s1 1 moasurement reflects hatever criteria -f performanoce are

chosen and that choice in turn is conditioned by whatever goals have been

set for the mector,

A dilemma that flaceu. developing oountries in the seleotion of appro-

priate indicators for measuring the performance of publio industrisl emter-
. prises is the neod to reconcile social oonsiderations with a commercial
.o.r_ientation.-l—z For the private indusirial sector profitability is a

ready indicator of performanco. For the publio industrial sector, however,
there is a cloar necd to adopt a multidimensional approach to svaluating
performance, since a single indicator or even a set of purely economio
indicators would not take into account the social objectives that form
part of tho rationale for the soctor,

lj/ Soe Mcanurco for Improving Porformence of Public Entor%uon
in Doveloping Countricii, (United Nationw publicatlon, vo Nos [3edlelle2)s
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A review nf experiences in developing countries reveale that in ¢
most instances financial criteria are otressed in the measurement of '
performance of public industrial enterprises. This may refleot the
ooncern of Governments thai the public iddusirial sector should largely
finance its own expansion. In both the devoloped market economies and
‘she centrally plannnd economiss self-financing out of reinvested surpluses
has largely accounted for the high rates of capital formation that have
made possible accelorated industirialisation. Another reason for emphasi-
sing financidl oriteria may be that the soncept of commercial profitability
is fimly embodied in conventional accounting practices, which are widely
understood and which are limited to simple statements of aotual cost and
revenue. Ae may Le expeoted, a quick review of the performance of
individual public industrial entorprises in developing dountries, in
derme of financial criteria, gives a mixed picture of proﬁtl and losses
from country to country and from one enterprise to another within one
country. In view of the limited criteria used for measurement, it would

be unrealistic to make a generalisation on the performance of the sector
in developing countries.

What is required is a multidimensional national eystem of performance
mensurement tr:: would take economic . ' well as non-ecor-~mic factors into
aoccount, The establishment of euch a system would need to be preceded
by & sirategy for the long-term development of the pudlic industrisl seotor,
which would identify concrete goals and targets. At the enterprise lewel
44 would involve:s (a) apecifying in operational terms the national goals
or targets oxpeoted of each entsrprise; (b) devising indicators for the
assessment of the attainment of these targets; and (c) measuring the aciusl
performance against the targets set. While this would not be an sasy task
for developing countries, the porformance of the mector could be improved
substantially by the use of this more effeciive system of measurement.
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