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TI» increasing importance of th« public industrial Motor in a number 

of developing countries is «vident fro« ito growing contribution to 

•Biwfaoturing value added, employment a> i ODP, and fro« iiu rol« in the 

development of certain priority or k«y industrial activities. Tat seotor 

U viewed here as composed of enterprisss that ara predominantly owned 

and controlled by the State and that produce manufactured goods, in 

aooordanoe with the issues raised in General Assembly resolution 3468 (XXX), 

which suggested that for the purpose of the report on the publio seotor 
called for by the resolution« 

"... the public seotor should be viewed as fooussing 
primarily on those entities producing traded goods 
and services which the Government and its agencies 
own and control (inoluding partial ownership, if 
this is sufficient to give effective control), as 
distinct fro« the whole range of governmental polioy, 
decision-taking and aotivity." ¿/ 

An in-depth analysis of the publio Industrial sector is hampered 

frws th« outaet 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 issues and problems that aria« 

in the establishment and effeotive operation of public manufacturing 
enterprises. 

A.   The Stat« as sntrepreneur and catalyst 

Th« entrepreneurial role of the State is most olearly evidenced 

whan it assumée the direction of publio industrial enterprises. SOM 

Government« pursue a middle course between acting as an entrepreneur and 

«imply bringing their inf luenoe to bear on private industrial enterprises. 

l/   United Mations economia and Sooial Council, "The rol« of the 
public ««otor in promoting the «oonoalo development of developing ooun- 
trie«. Report of th« Secretary-General" (B/5985)i P«4. 

-J 
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In such countries the State prefers to be a catalyst in a system in 

which the ehare-   of investment in indue^ial enterprises rrc divided 

between the pubJuc and private «tutor-«   in cither case, the State 

participates directly ao a manager or partner in industrial productive 

activities, and the sizes and structure of tho sector arc largely deter- 

nined by the extent of ita  intervention. 

The view is now widely held that state participation and direction 

ire necessary aspects of development policy in "both the developed and 

the developing countries.    For example, in the Federal Republic of Germany, 

whose Government ie opposed to the concept of nationalization, tho State 
2/ has substantial investments jn industry.-'     The came is true for the 

Jnited Kingdom;    the British Minister for Ovnr¡;eas Development recently 

3 ta ted, in an address on the implications of the new international ordert 

"•*• we now need to extend the concept of intervention 
and planning from the national to tho international 
level:    from the nation to tho world,  from the country 
to the planet.    We must now determine that we shall 
solve our shared arid common problema only by a firm 
rejection of any illusion that there ia a free world 
market economy." 2/ 

Developing countries are currently faced with the task of formulating 

national development plans and policies not only to achieve a faster rate 

of economic growth but alsc  to alleviate poverty and unemployment,  to 

rectify the unequal distribution of inc.»me, and to overcome economic and 

technological dependency.    In the planning process, the Governments of 

these countries must bo responsible for setting industrial development 

goals and for directing the flow of resources, both public and private, 

In order to achieve their objectives in rjituationc that are often cniite 

different from those that existed when industrial development be^an in 

the developed countries.    For instance, optimum firm .rizo is much larger 

than in the nineteenth century;    market structures are often oligopolistic} 

2/    See The Financial  ^Jnrs, 4 January l')V9, p.?.    See alno "Tho 
state in the market", Tt.¿ £ onornist, 30 December 1978. 

y   Address by Judith iku-t to the Round Table of the Society for 
international Development,  It orno,  13 May 1978. 
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trade aad fc sign investment play a reatar part in industrial develop- 

ment) the coat oi wouwrn iwcimulogios is greater} capital-intensity 

la higher) and, with acareo capital, the decision for oapitel deepening 

often haa to be nade at a national level« 

B* Ohjootivos and rationale of the public industrial aeotor 

Among the specific reasono for the emergence of a publio induatrial 

•eotor in developing ootmtries ares 

a) To ensure the rapid expansion of the induatrial aeotor) 

b) To develop certain induatrial activities that the 
Government desires to promote and that private enter- 
priées, do not or cannot enter; 

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

d) To prevent the domination of the industrial sector 
by private entrepreneurs; 

e) To import the needed technology and to stimulate 
reeearch and development to build up indigenous 
induatrial technologies; 

f) To ensure a balanced regional development) 

g) To rescue and revitalize ailing industrial enter- 
ptoses for economie or so -al reasons; 

h) To bring foreign-owned enterprises into domestic 
bands and thus accelerate the procese of indi geni»ation 
of the industrial sector; 

i) To create greater and better opportunities for employ- 
ment and for training in new industrial skills) 

i)   To próvido industrial goods that satisfy basic social 
and economic needs; 

k) To control prices of specific industrial goods« 

The following paragraphs illuotrato the rationale for the public industrial 

•motor in specific developing countries. 
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Algeria has adopted tho poeition that all important moans of pro- 

duction and di  '.ribution ohculd bo vor 'od in the public .octor»    The 

Charte nationale (National Charter) of Algeria, adopted by a popular 

referondum of 27 June 19/6, includes tho statement: 

••The methodic nationalisation of land, minee, hydro- 
carbons,  foreign trado, banks, insurance oompanioe, 
transport, unoccupied buildingu and all foreign firms 
places all the economic control  leverò in the honda 
of tho nation«•••    In tho cane of induotry,  tho inter- 
vention of the national private sector is limited to 
activities carried cut by timall enterprises and involving 
the last stage of the industrial proceca.    These activi- 
ties muflt be eituatod downstream from the production 
of state factories, notably in the caso of small-scale 
manufacture of certain articles of curront consumption." jj 

In Brazil, the main explanation for the expansion of public industrial 

enterprises is that they have entered areas that were beyond tho organiza- 

tional and financial resources of Brazilian private companies«    Direct 

public investment has been of particular importance in steel, petroleum 

and chemicals«   In steel, private profitability was at one time favourable, 

but the huge amount of capital required by large modern integrated mills 

«as not forthcoming^from private s our cos}    government equity participation 

reduced the amount of private capital needed and al3o ensured the future 

of the industry»    Government firms cu*~ently account for a good part of 

the steel industry1 s production«   Extensive exploration for petroleum 

(and to a losser extent its processing) seemed so unprofitable that strong 

Incentives would have been neoded to induce private activity«    It appears 

that petroleum production and refining in Brazil today are at far higher 

levóla than thoy would have been without direct government intervention« 

Tho fact that FETB0BHA5 was established with a virtual monopoly of potro- 

leum exploration and refining would imply that tho desire for state control 

of basic raw materials wao a motive for tho oxpanoion of public industrial 

enterprises« 

IjJ   United Nations Economic and Social Council,  oyy pit« p.   11. 
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The petrochemical industry in Brazil 1B illustrative of a situation 

in whioh the public sector canto in as on entrepreneur with sufficient 

resources to co-operate as an effective partner with transnational cor- 

porations and the local private sector in developing an industry that 

required massive capital investment and the implantation of advanced 

technology.   The petrochemical industry in Brazil is characterised by a 

unique combination of local privato capital, state capital and transnational 

corporations that are bound together by buying-and-selling relationships 

and equity int or locks to form a single interdependent system«   The public 

ssotor Initially entered the industry in the 1960s not because it was 

anxious to tako over the petrochemical industry but because the privata 

ssotor was anxious to gain its participation«^ 

In Egypt where the public sector currently aocounts for a considerable 

part of the country»s industrial production, the role of the State in 

industrial development originated with government policies following the 

I932 Revolution that were designed to accelerate the industrialisation of 

ths country-    To achieve this objeoHve, the Government favoured public 

investment, in particular in he&vj industries (e.g. steel) which had proved 

unattraotive to the private sector,^ 

In the reply of India to the Seoretary-Oenaml's note verbals 
oonosrning ths implementation of Osneml Assembly resolution 3486(XXX) 

on ths rols of ths pub lio ssotor in proaoting '.he eoonotuio development 

of developing oountriss, ths dovsrnasnt stated that« in 1966, ths 
Prias Ministsr dsolarsdi 

JJ/   Seo Poter Evans, "Multinationals, state-owned corporations, and 
ths tranoformation of imperialiomt   a Bras'-ilian case study", Economic 
Ptvslonmont and Cultural. Chams;, vol« 26, October 1977« 

67    Robort Mabro and Samir Radwan, The InduBtrlallr.abion of Borgt 
1939-1973 (Oxford, Clarendon Proco, I976)• 
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"We advocate a public sector for three reasons: 

to gain control of the commanding heights of the economy; 

to promote critical development  in tenne of social gain or 

strategic valu« raunsi* than primarily on considérât ione of 

profit; and to provide commercial surpluses with which to 

finance further economic development". 

In 1969, the Prime Minister observed further» 

"The public, sector occupies a pivotal role in our 

economic strategy. Frons the beßir.ninß, it has been recognized 

that the public sector would necessarily have to venture into 

the difficult and intensive field?) of oasic industry which 

the private sector had shunned for long". "¡J 

j Certain bacie industrias accordingly have been reserved for tho State 

\ and others have been left to the private sector or for joint endeavours. 

The now industrial  policy of the Government is not explicit on the roles 

of the public s   ;tor versus tho privatt sector, although   .ie emphasis 

has shifted from heavy industrialization as the prime engine of growth 

to rural development and email-scale industry.   Programmes of industrial 

development in the public sector in India liave encompassed the sotting 

up of steel plants, coal mines, heavy machine-building factories,  ferti- 

lizer factories, the manufacture of heavy electrical equipment and oil 

exploration and development« 

1/   United Nations Economic and Social Council, op.cit», p«6« 



^^^ 

- 7 - 

In Jamaica, on the tarin of problems of structural unemployment, 

regional unemployment and underemployment and of sectoral undcrinvoetment, 

a green paper on industrial development was isnuod giving the main objectives 

of direct pub]ic-sector participation a;;: "(a) the achievement of the 

targeted rate of* industrial i v. vestment; (b) the promotion of a desirable 

pattern of industrial location; and (c) the development of an effective 

planning and implementation framework for the sector within which the main 

growth pointa in the sector can be identified and their development 

ensured." sJ 

The State as an economic agent has boen playing an important role 

in the Mexican occnomy in recent decades (1935-197!;) • The reasons given 

for direct state participo.Lion in industrial productive activities include« 

(a) direct exploitation and processing of basic and strategic natural 

resources that guarantee date sovereignty over such resources, e.g. 

the nationalization of the petroleum industry; (b) investment in economic 

activities that because of their long gestation period and large capital 

requirements mxó  not attracted the piavate sector; (c) control of prices, 

in particular of stool and petrochemicals because prices of these productt 

largely determino the price le-vel of many other industrial goods in the 

country; and (d) calvadme private enterprises that were on the verge 

of bankruptcy, essentially in order to maintain employment levels or to 

sustain certain industrial activities that were basic to a minimum inte- 

gration of the economy. In Mexico the public sector is particularly activo 

in petroleum and petrochemicals, iron and steel, fertilizers and the manu- 

facture and repair of transport equipment» */ 

p.3. 
8/   Oreen Paper on Industrial Development Programa«, Jaaaioa, 1975-1980, 

2/   See Rene Villarre.il and Rocio R. do Villarraal, '»Las empresas 
pdblioas como instrumento de politica ooonomo'nioa in Mexico", 51 TriBWrtrt 
Soonoaico. voi. XLV (2), April-June 1978. 
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In Trinidf and Tobago, the need  r greater nation * control of 

the economy appears -co have been im important roaBon for the expansion 

of public industrial enterprises & i*he Government, which has been attempting 

to hasten "localization" (that is, the treaefer of effective control of 

economic activity into tho handn of nationals of Trinidad and Tobago), 

has stated "that it considera ite shareholdings aa a trust held on behalf 

of the peoplo and that it voulu release thene holdings to the national public 

as oircumstanoeu pt>ro>it.",J2/ 

In the Arusha Declaration (196?), the united Republic of Tansania 

outlines the objectives for the public sector, as follow» (a) to achieve 

economic justice by controlling ih* principal means of production» 

(b) to ensure the well-being of all oiti»no| (c) to prevent the exploita- 

tion of one person by another or of cm group by another; and (d) to 

pwvwt the aoovarulaticn of wealth to en nxtent that io inconsistent Kith 

the existence of a classless society.   îtoliowin« this Declaration, 

the Government transferred tho oontrol ani ownership of the large private 

and foreign-owned industrial enterprise* to peraatatal organisations. U/ 

* 1974, the public sector cccounted for about 50 per cent of manufacturing 

value added «H 50 per ceni, of industrial employment. 

In aoicMa, as in other developing countries such as Malaysia, the 

public industrial sector has bean rs^rded as an important vehicle for 

rectifying social and ethnic inhalares. Rapid indigeniaation has  * 

clearly be<m an important factor in the nationalisation of industry and 

in the investment of the Industrie Development Corporation of Zambia. & 

,12/ United Nations Economic and Social Counoil, op. cit., p.10. 

iSl^iM^^^):  *' 52B2!EUnakei¿ (ihr os «alaom^Pho * 
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C«   Issues affecting t>io rolo of the public indnat^inl sector 

Ths trend toward o a greater rol© for tho public industrial sector 

in the industrialization prooeuo in developing countries is linked with 

throe min issues t    (a) the control of tho development of natural resourooo, 

(b) the acquisition and adaptation of technology, and (c) rural development. 

International prioes for primary commodities exported iron developing 

countries have ofton fluctuated widely and have not boon indicative of 

long-term comparative advantaßtu    Value added in the processing and marketing 

of end-producta has accrued mainly in the industrializo«} countrieb. 

Historically, this situation has tended to benefit the industrialized coun- 

tries to the diaadvantage 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 Declaration and Plan of Action on Industrial Development and 

Co-operation it is stated "that every State haa the inalienable right \o 

exercise freely its sovereignty and permanent control over its natural 

resources,,," and ",., that effective control over natural resources and 

the harmonization of policies for their exploitation, conservation, trans- 

formation a)    marketing constitute "-r developing cour fries an indispensable 

condition for economic and social progress," (ID/CONP.3/31, chap, IV, 

paras, 32 and 34)-—'    In many developing countries, owing to the absence of 

a siseable national entrepreneurial class with adäquate ospitai and tech- 
nological know-how, the only alternativ» to outright private foreign 

wmarship and control of natural resources say be publio national owner- 

snip, to the extent that ef foot iva control is ensured. For industrial 

U/   Transaitted to the General Assesbly by a note by the 
Saoretary-Osneral (A/10112). Also available as OTIDO publio informatisa 
pamphlet PI/38. 
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project.: in which .investments are largo and have long gestation perioda, 

an increasing number of joint ventures are occurring between the public 

industrial sector in developing countries and partners from the developed 

countries.    The public industrial enterprises seek tiic technology,   the 

know-how and the foreign nvirksts owned or controlled by the industrialized 

countries, while the forcirn partners seek the finance and political 

protection that  only the State can provide»    Thus,  the increasing 

importance of the public sector in industrial development in the developing 

countries may actually lead to greater opportunities for international 

co-operation between developing and developed countries. 

The achievement of a ?-j per cent share of world industrial output 

by the year  2000 implies the application of technology on a massive scale. 

The question is how and on what  terme this technology is to be acquired 

from the industrialized countries and adapted to the conditions of the 

developing countries.    One way of obtaining the technology ia,  of cour3e, 

to let foreign firmo come in and bring 4heir technology w?+.h them,   or to 

allow the local private ii.dv*rl.ri¿~l seder to on ter into  ^censing agree- 

ments for the purpose.    But uncontrolled entry makes it difficult  for 

developing countries  to gain real accesa to technology once it is implantad 

and to guide the technology to priority industrial activities.    A "basic 

cause for concern at the Second General Conference of UNIDO was the imper- 

fection of the market for technology,   the extent of abusive practices and 

the limitations on access to teclinology as well a3 its foreign exchange co3t. 

One solution to the problem of gaining continuous long-term reliable 

accesa to now technology without  giving up national control of strategic 

branches of industry is for the State to enter into joint ventures with 

foreign parties.    This sort of arrangement permits control over investment 

and production,  the training of local technicians  in the technology,  and 

local participation in the pro fi tu.    In short,  gaining real access  to tech- 

nology and control oT the induisti y may require that the State have a oharo 

in both the ownership and management of a particular industry. 
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While efí.rts to indu.trialiee in SOM developing oountriee have 

led to encouraging i-eeults, large segaents of their rural population hava 
benefitted little, if at all,  from tho progreea achieved. The 

induatrialization of rural areas can be an iaportant    input to ruiml 

development. However,  with limited financial reaouroes, inefficient 

entrepreneurial capabilities,  inadequate infrastructure and tho long 

distances from rural areas to metropolitan markets, direct stato inter- 

vention,  including the establishment of public industrial enterprises, may 

be tho only way to promote rapid industrial development in the rural area« 
of developing countries. 

D*    Contribution of the public industrial sector 

It would bo expected that the industrial branchée in which the public 

aector is directly involved would cover many and varied activitioe eince 

they are conditioned hy the economic, social and political priorities laid 

down by individual Governments.    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 expected from the policies of a number of developing coun- 

tries designed to secure the national processing of local raw materials 

and to establish the pillar of industrialization through the direct parti- 

cipation of the State,  a pattern 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 

foods industries in a few countries, in particular in the more developed 

of the developing countries where such industries aro already established. 

While table 1 indicates that the public sector also participates 

in the basic consumer goods industries, this may be explained in part by 

the centrally planned aoDPoach to development of .omo of the develan* 
countries represented in the tabic. In other cases it may roflcct a lack 

of capital and entrepreneurial resources in tho privato industrial ;;octor 

and thuu point to the need Tor tho State to initiate or to give a push to 
activities in thoco branches. 



¡..I I I   •   I   !   i   I   I   I -i x¿ H   j    !   I   l t I    !  M   I   U M 
Turkey 33 K K X !"il^< X «1 r * —rrin" IïJLIT5" i! 

-i 
i'iirusia * _^ « >1 H X 

—•—- — ——f~J— —. ^ 

0) Trinidad 
I, Toba(rn « : 

— ! -S Thailand -.&. x H M X K X X _£• X                 ' o r.vrxan "I 
u. Arab Hep. « M K X 

^^ i i 
c budan x\ H 

x 
~ 

X 

, 
—_ w- — ' 

X   > 

 t"w! 
n ^ ri-Lanka H H X|K X 

-          ...... 
j 

0) 
ï> incapo re X X X 

 f... 
o audi - - "- - ~i~i*~i~-î 

•n Arabia j i-         -f_' ( ~i Ren.of 

o 
Korea K w K X X X X ¡ J 

'j 

t—i 
Pakistan H I-l h K H K , (tt — X X 

K 
Oman K H M X H 

IH 
Nigeria 

.Jl M ^ « y. K, X; H 
O Morocco _ K r, M 

• ----4—î- 
!    j 

Mexico x K ,    tt ,KJ K K 
„•rt M                    H   H X 1          ''i 

O 
Kuwait 

w ¡Í >i K                    * 
ü 

Jordan « h- •ï 4                t 

i              • 

"i          !" 
•      f.' 

Jamaica - ±L K M M h * M •i h X, 

O 
Iran _ü. w M H j : 

•H Iraq X « 
•    X n W K w 

 4-, ... 
3 

Indonesia .K & K X X T i t--  0 
c India X 

h-ii 
H iM M H H K H LZ £ X H r'       O 

V Guatemala X K H H ft  T 
KffiDt _ 

htt M 
----- 4- 

1 ,r   -ri 
V.3 Ecuador M Jl Ü „Ü M M X X, i              -U "'Hx v   u 

Dem. 
a) Yemen K H H H 

H fa    'X 

I 
If.-,   c.1 

. c:,  0 

r:.s H 

Brazil ,n S x L           """"" i 
Bangladesh H X M X 

x K H X K M  hh 
11 

r-l 

Sf t-* 

1     ° 
• M Ct) r-k 1 !  ! K 
y 1   rn 

I      • 1 ! (   ¡Ci 
•t  ' 

-<J i/-1 1 
o 'S)" CM i ¡  !   1 ° 

'-1 
00 hi 

C 
1 ' 1 

f-' 
^i 

I fi 
CO 
rO 

00 

l           s 

l!! 

1   m 

r-t      «! 

rt 
-*! o « >cO r-t i-t rv i CV . t-» r\i m t-< r-i  M ^^kM        s 1 j   ": 'U 

•M 

U 
o i a. 

r-H   r- i   r-t 
- r*ì 

CM 
"0 

(V 
r-1 

1—4 

r*ï 

r-t   r-« 
rJir> úoko «o 

m i-n m 
CM 

ft 

C\) 
00 

M 
CO 

C\J 
33 

CM 
00 

rO 

3SÖ fl) 

•H 

a 

•7) 
IS 

«M 
O                                                                                                    ^            i*                                        «           <ì>        ,-t    i) 

r-<      .rf                                                                                                                     L"              O                                      -~"Ö            &          -»    t o 

5 
H 

O» 

,J 
43 
H 

(-, 

w 
•M 

Cl 

M 

© 

43 
4 
Ci 

0 
T 
C 

Î 

si 
«   0! 

«   C 
O  c 

c 
•f 

; 

o 
Ü 

o 

43 
O 

+» «r 
I       +• 

Í »Ö   c 
> g   5 

; ¡r 
> >     H 

: o> e 
> 43 
> r 

1 oí 
UV 

co 
a> 
•H 

¿4 

<l) 
C 

•M 

(M   • 

£ 
•et 

¡S 
co 
© 

•r-»   • 

k   '. 
O 

••» 
Ü 

« 
<H 

IV.    r 

ft: 
?» 

' to 
f 

CI 
c 

t. 

% 
•» 

« 
1—t 

t 
ni 
a 
o, 
« 

l-t 

(H 

cl 
0) 
* 

0>«J 
-tfl> 
H* 
P-f»- 
KO 
DO 

V 
•p 

«>0 
C, 

J3 
(Il 
l-t 

C 
H 
¡i-l 

I- 
U) 
c: 

t»   r 
d 

C n 
H 

g 
r*   ( 

a M 
m t 

cd 
o 
,o v 

10   t. 
e  o* 
0  u- 

s 8. 
TJ   C 
H    «5   . 

a  <s . 
i  a 

J      O, 
-»    r~l    ' 

t!   à.   <• 

(0 
rH 

m 
O 
H 

B 
4) 
fi 
Ü 

0 

+•» 

<D 
&. 

CD 

«J 
O 
H 

F. 
<D 

O 

rt 
k, 

•-> 
» 

i. 
-•4 

ta 
ni 
tJ 
-t 
a 
M 

« 
a. 

C 
« 

<D 
N 

H 
-H 

4) 

a) 

c 

« 

W 
-u 
O 

2 

« . 
« 
C ' 
H 

E 

O 
H 

*   " 
r»   - « n 
i 
c 
0 

u 
fj 

<3 
—i 
a 

S-' 

«î 

B 
H 

-H. 

r» 

C 
0) 

a 

ce 
-H 

R3 
+•» 
« 
B 

O 

i 

—< 
o 

CCI 

•H 

C 
o 
u 
-t 

a 
a. 
r> 
O 

—< 

+» 
a 
ta 

S 
IH 

IM  • 
1 
C  - 

g 

•f» 

c 
U) 

C 
•H 

& 
0) 

•*-» 

t-, 
0 

K 

fi 
+> 

«J  ï 
o 

-< c 

H  o 
a rt 
m ss 

(H 
(U 
ß 

O 

n 

C 
fl! 

m 
o 
c 
r«  • 

s. 

4» 
il 

a 

a 

'C 
c 

a 
o 

i 
3< 
•* i 
--> c 
3+ 
O c 

O 
•r-t 

(< 

» 
r-t 
«) 
f» 
C 
4> 
Ü 

4) 

û 
« 
C 

-M 
--JC . 
n o 

J  »H 

6 4) 
-fl ' 

3. 

(D 
Ä 

fH 

Ci 
CJ 

8 

e 
-i 

e . 
-4   < 

1 

t 

^   '! t 

If 
¡1 
T3  4>.^ 

ar-tj 

4 
va 

3 rinscu 

•i-tbilt) 
o             ^s;a 

)                    «• •>3C' 
•--tffl 

t                         OCVi, 
i              RH 
!                       —ICC?  1 

u                    )C1    ., 

1                         C7T3M l 

5      ^^^ 

,                 TT   tiOt-'T 

4 C .<«   OCX    « 

+* K 5    -ne t 

Pu,        M| 

"Sä    Í 
» 0) 
ClrH 
do       fn 
U  t.             tt! 

Ml)                -rH 

U                 O 

5 c        c 
••+' ai        +j 

6 3 O           t; 
••t* y      0 M 
•Jpn        xc 
3D ii      u    ;. 
"¡i     &, t/î -t->  ..- 

r-t          H)JI    OtO-t' 

ici m ç) :ì4JO 
lo ïl SÍ^O 03 

a <D p &dri 

ic a) p, Tí rt 

>      .r-t   »Hr» 

: t. m co 4*-t ^ 
*e; t ,n com 0 
<X: (»42   *r>J^ 

c 
•H 

-P 

-»j 
w 

i." 

3 
d 

s 
I 
îî 

0 

c; 

H 

Í. 

7< 

S- 
•H 

il 

••t 

dM 



13 - 

A major probity in inv(^titJating the role of tho public sector ia 

the unavailability or d-t~., in particular data that can bo used for orosa- 

national compariBonss    The figaroe in ¿oblea II, III and IV      are there- 

for© procontod mainly for illuatmtlvo purposes to civo a broad and 

tentativo view of the rolative importance of the public industrial sector 

in a few developing countries for whioh data were available.    The indicators 

usod are the contribution of the public eootor to industrial output and 

the Bharo of the publio sector in industrial investment and in employment. 

Tabi o II   ahews tho relativo contribution of the public and private 

sectors to manufacturing output in 11 developing countries.   In a few 

cases it alno gives the average annual r*te of growth of the sector for 

various periods.    Tho flaurea indicato that tho contribution of the sector 

to manufacturing output in the 11 countries varies widely!    7.8 per cent 
in Mexico, 30.0 par cent ln ïndiat 37t0 per oeat ln Turkoyf 6?t0 p9v c#nt 

in Egypt, and 85.1 per cent in Somalia.    Except for Haxico, the contri- 

bution did not fall below 23,0 por cent.    In generalt the table showi 

the importance of the public eso tor in the industriel output of both the 

least and thf moro developed of fie ''irelopine countries. 

Tablo IXI gives the aerial and plannod shares of tne public and 

private aeotors in tot>.l industrial i nvoetment in 20 developing countries 

for which data wore e.vallatole.    7or 00m? countries the table also «hows 

the historical trends in these shares.    Investment in the public industrial 

sector varie« as a percentage of total industrial investment from 9.3 per cent 
in tforoooo to 97.9 p*v c«nt in lrrj. 

I*® docieion to invest ir the public industrial seotor depends on 

faotors which are by no meana static but 'ihich vary acoording to the 

changing economic, social and political situation in a particular country. 

The high figures for shares of public industrial investment in table   ni 

for Iraq and Somalia, for instance, may be explained by the fact that these 

countries have chosen a centrally plannod approach to devolopmont.    The 

low figure for the share in tho Republic of Korec may bo explained by that 
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country»c commitment io a. market economy.   What io interesting to note 

from table  III   ' ->wcver,  is the relativ \y high charen of   ublic indus- 

trial invottmenl in MCáJ.UO \jy\> per cent), Turkey ('^.0 per cent), 

Venezuela (49.8 per cent), El Salvador (4O.9 per cent), Morocco (34.8 per cent) 

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

in the public uector  indurrtriea considered baaic  to further industrialization 

or industriel; encased in the exploitation and processing of local raw 

materials, with hi¿;h capital rcquirementa.    In some cases, it may also bo 

the reeult of a lack of sufficient entrcpreneurship and finance in the 

private sector of the economy. 

Table   IV  indicates the shares of employment in the public and 

private sectors in total industrial employment in the ei&ht countries 

for which data were available.    In the years chown the labour force in 

the sector accounted for between ú.O and 78.3 per cent of the total indus- 

trial labour force in the countries repreßentod.    However, the email 

number of countries and the reliability of the data do not permit more 

than the obvious observation that the wide variation in the share of the 

industrial labour force in the public sector reflecta the variations 

also observed amon^- developing countries in the shares of the public and 

private sectors in total industrial investment and in their contributions 

to manufacturing output ,H* 

}¿/   It would be useful to make an effort to obtain data in order to 
aBBos:; the contribution of the public sector to specific induutries in the 
developing countries, particulariy the priority industrie?, indicated by the 
Lima Declaration and Plan of Action.    An EOLA òtudy "Public enterprises: 
their present ci^rnificance ami their potential in development",  published 
in the Economic Bulletin for latin America in  I9/I,  iucücuW   that out of 
a total of 17 ma.jor  integrated steel enterprises,  producing &) per cent 
of the steel in Latin America, 8 wore otate cntex-pri.oe3 proper and 
accounted for 47 per cent of production;    ?. others, with mixed privato 
and public capital,  accounted for \2 \><r cent;     ? that wore controlled by 
forei,;n capital accounted for 7 per cent;    and the remaining ';,  owned by 
domestic private  inventors, were responsible  for 14 per cent.    However, 
the data referred  to  the year V)66 and by now the situation nay have 
changed t;i/;nificaiitly. 

1 
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E«    Organization of the public industrial ;•: actor 

While the public industrial sector ic assuming an increasingly 

important rolo in tho industrialisation of a number of developing coun- 

trieo,  few countries havo formulated concrete strategies for tho eoctor to 

make it an effective instrument of economic development, or have set up 

maohincry to oo-ordinatn ana control the activities of the sector. Suoh Mkohimry 

is needed to ensure standards of performance and accountability and to 

minimize tho competitive use of limited resources, tho duplication of 

production and the multiplication of internal services auch as purchasing, 

accounting and marketing.    Co-ordination can be especially valuable in 

inveotment planning, research and development, management,  technical 

training and consultancy. 

Some developing countries, however, have attempted to overcome diffi- 

culties of co-ordination and control in the public industrial sector«    For 

instance, Argentina,  Guyana, Malaysia and Mexico have «et up a separate 

ministry of public (including industrial)  enterprises, in order to place 

under one minis:try a v/ide range of functions,  such as investment and 

pricing polie    s for industry, appointent of board mem^rs, setting of 

financial and other ob j ce. uve.-:, approving capitai structures and borrowing 

arrangements, and undertaking efficiency audits.   Other developing countries 

have created advi-ory-cum-supervisorj bodies to provide various servicco 

in order to achieve better policy formulation and co-ordination and to 

enhance overall efficiency.    Por example,  India ha3 established the 

Bureau of Public Enterprises, Nepal the Corporation Co-ordination Council, 

and Trinidad and Tobago the Statutory Authorities Service Commisdion. 

Another institutional device that has become well known is the establishment 

of holding companies such as the Ghana Industrial Holding Corporation,  the 

National Development Corporation of Tanzania,  the Industrial Devolopmoi.t 

Corporation of Zambia and the Bolivian Development Corporation. 
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«»"•   ni mito «ad print« lnvootaont in aamfaoturin« (Porooiit««oi 

Country 

•aTP* 

•1 lalvaAor 
Oaatoa 
Haiti 

Ima 

Iraq 

Ivory Ooaot 
Moxloo 

Ilforla 

llopabllo of loro» 

in Unte 
Tanioia 

Period 

^69/70 
1970/71 
1971/72 

1973 
1974 
1975 

1973-1977 
1976-1979 
1976-1961 
1966-1967 
197G-lr,U 
1975-1^<6 
I960 
1969 
1970 
1971 
1972 
1973 
1974 

I960 
1975 

1971-1975 
1974 
1973 
1974 
1975 
1976 

1970-19T4 

1965-1970 
1970-1975 
1975-1980 

1971-1975 
1972-1976 

1973 
1972-1976 
1973 
1974 
1975 
1976 

1969-1972 
1973-1976 
1977-1981 
1966-1976 
1976-1980 
1969/70 

Bharo of itotor 
Pabilo        Privato Roñarte 

96.6 
96.8 
95.1 
95.0 
96.1 
89.6 
40.9 
15.9 
10.0 
61.7 
61.0 
60.9 
42.2 
41.3 
44*0 
35.6 
33.3 
29.1 
33.4 
12.2 
97.9 
19.3 
59.0 
9.3 

19.7 
24.1 
34.6 

17.7 

47.0 
57.0 
76.0 

25.3 
10.4 
79.9 
55.3 
41.6 
34.0 
42.4 
38.3 
58.4 
44.3 
53.7 
55.0 
49.6 

Ulm oounWZoiL, naU&î 

3.4 
3.2 
4.9 
5.0 
1.9 

10.4 
59.1 
84.1 
90.0 
38.3 
39.0 
39.1 
57.8 
58.7 
56.0 
64.4 
66.7 
70.9 
66.6 
87.8 

2 ri 

80.7 
41.0 
90.7 
80.3 
75.9 
65.2 
82.3 

53.0 
43.0 
24.0 

74.7 
69.6 
20.1 

44.7 
58.4 
66.0 
57.6 
61.7 
41.6 
55.7 
46.3 
45.0 
50.2 

mmmMSL 

Minine MA aonufaottirinf 

All InAnotry 

All inAaotry 

Mlnin« «M aanaf aotarlng 

Namfaotarinff anA prooooolaf 
taAviry, oaolaAlnf oon- 
otraudOB anA transport 
All indmotry, osoladinf 

Ali indftitry 
Minine» Qaarryiaf 

litlaato 
Forooaot 

Tarfot 
Ali induotry 

•ourooo. anA Tim Moononitt. ¥) Doooater M 

-j 
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Buoh institutional mechanisms have solved the problem of co-ordination 
in the publio industrial sector with varying ouooeHs.   It is olear, howaver, 
that much «till noods to be done by r.iany develontnR countries to rationalist 
the fragmentary approach to the co-ordination and control that exist« at 
present in the sector« 

Perhaps of equal or greater importance is the laok in several 
developing countries of a eonorete strategy for the long-term development 
of the publio industrial sector*   An overriding need« if the sector ie to 
become an effective instrument of economic development, is for the formula- 
tion of such a comprehensive strategy with objectives (both eoononio and 
social), priorities, targets and implementation measures clearly defined 
%t 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 
produoe industrial goods at an economic cost within clearly defined eoonomio 
and social objectives. 

*•   Performance of the public industrial seotor 

An increasing number of developing countries are oonoerned with the 
problem of measuring the performance of public industrial enturprises. 
Obviously, e\  h measurement reflects   hatever criteria   f performance are 
ohoeen and that choioe in turn is conditioned by whatever goals have been 
•et for the sector. 

A dilemma that faces developing countries in the selection of appro- 
priate indicators for measuring the performance of publio industrial enter- 
prises is the need to reooncile social considerations with a oommeroial 
orientation.-^    For the private industrial sector profitability is a 
ready indicator of performance   Por the publio industrial seotor, however, 
there is a cloar neod to adopt a multidimensional approach to evaluating 
performance, since a single indicator or even a set of purely eoonomio 
indicators would not take into account the social objectives that form 
part of tho rationale for the eoctor. 

15/   8oe Mcamroo for Improvin/r Performance of Public Ehtornrioop 
In Developing Cowttrion, (United Natlonu publication, BaitiO Ho. 73«H#JU2)» 
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A review of experiences in developing oountries reveals that in 
t instano«« financial criteria art otresaed in the me*aTurement of 

performance of public industrial enterprises.   Thio nay refleot ih« 
oonoern of Oovernmentb that th« publio iftduatrial ««ctor should largely 
finano« it« own expansion.   In both th« devoloped market aoononia« and 
ih« centrally planned economies self-financing out of r«inv»«t«d «urpluaM 
has largely aooounted for th« high rat«« of capital formation that haw 
made possible accelerated industrialisation«   Another reason for emphasi- 
sing financial oriteria may be that the oonoept of commercial profitability 
is firmly embodied in oonvontional accounting praotioee, whioh ara widely 
understood and which are limited to simple statements of actual oost and 
revenue.   As may be expected t a quick review of the per fórmanos of 
Individual publio industrial entorprises in developing oountriee, in 
tame of financial criteria, giva« a mixed picture of profits and lo«««« 
from oountry to oountry and from on« «nt«rpria« to another within on« 
oountry.   In view of the limited criteria uaed for measurement, it would 
be unreeliitio to make a generalisation on the performance of th« seotor 
in developing countries« 

What i« required is a multidimensional national system of jisi rnimsmn 
smaurement thai would tak« eoonomio «    w«ll as non-ecor mio faotor« into 
mooount.   Th« establishment of such a system would n«ed to be pr«oeded 
my s strategy for th« long-term development of the publio industrial seotor, 
which would identify concreto goals and targets«   At ths enterprise level 
li would involve«   (a) specifying in operational terra» ths national goals 
er targets expeoted of each enterprise!    (b) devising indicators for the 
•asesement of the attainment of these targets)   and (c) measuring the actual 
performanoo against ths targets set«   While this would not be an easy task 
for developing oountries, the performance of the Beotor oould be Improved 
substantially by tho use of this more effective system of measurement« 






