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INTRODUOSTION

1. There has been an increaving awarcnesce on the »art of the United Nations

and the international community to provide special assistance to the least
developed countries. The zubjoct has been conz.antly under discussion since
UNCTAD IIl and has been given formal expressicon and articulation in a series

of other international meetings. The criterin for determing whether a

country could be classified as belonging %o the category of' the least developed
were evolved after a great deal of thinking -nd circumspection; the lines on
which assistance should be provided werc worked out, and the peculiar difficultie
and problens of these countries were analyz:d in some detail. The United
Nations Conference on Trade and Development hias been taking a number of
initiatives in this matter and they have played a pionecring role in drawing
attention to the problems and the acute predicament of the least developed
countries, General Arsembly Resolution 3201(S-VI) and 3202(S-VI) on the
Declaration and Programme of Action on the Fstablishment of a New International
Economic Order, the Lima Declaration and Plan of Action on Industrial Development
and Co-operation, and Resolution TD/RES/98(IV) adopted at UNCTAD IV represent in
many ways the points of culmination of the awareness to render special assistance
to these countries and of the thinkin- and reflection which has gone into the
problem in recent years., The economi: situation of the least developed countries,
however, has not improved in recent years; it may unfortunately be truer to

say that, with a few exceptions, it has taken a turn for the worse. The
following table illustrates the widening income gaps in per capita GNP in
constant 1972 US dollars -1-/:

Developed Socialist All Least
Market Economy Countries of Developing Developed
Countries Eastern Furope Countries Countries

GNP per capita 1973 3841 1630 247 96

ONP per capita in 1980
(assuming continuance
of 1970-73 growth rate) 5089 306

1/ UNCTAD TD/B/AC.17/3, 10.6.75: Review of Progress in the Implementation
of Special Measures in Favour of the Least Developed Among the Developing
Countries: Report by UNCTAD Secretariat, p.13.




Nine of the least developed countries showed ncgitive rates of per capitn
growth during 1970-T3 and the average came %o less than 1 per centg/and
is far from the average of 3.5 per cent visualized in the International
Development Strategy. There has been a sharp decline in the rate of real
CDP originating in maunufacturing i1n ithe lenst developed countries, from
12.3% in 1960-70 to 5.2% in 1970-{3., It is, therefore, most important
to make a spirited attempt in a mmlti-dirciplirary and coucerted nanner

to ensure a spredy industrial deselopment of the least developed countrien.

2. There are many reasons for the oconomir bnckwardness of the least
developed countries and for the sitniiion which Las doveloped.  An over-
whelming number of thcs: vouniries nave been liverated in the reocent

past from colonial rul: in the course ol which they playvd the role ol suppliex
of primary commodities, agricultural produce or minerale and importers of mau-
factured and finished products. 7he capital tace is small and the articlcen
they can export or the capital g.ods and raw materials they can import cre
extremely limited. There are handicaps aricing from their land~locked position
in seventeen of the least developed countries, Among the 41 countries listel
as 'most seriously afTected' vnder the United Nations Fmergency Operation,

19 are among the least developed. There are problems caused by rcsource gaps,
debt service liabilitien and increasing unemployment or under-cmplymeni in «
large major-ity of tha countries. There is ¢ pressing neced for regional
dispersal, deceatralized growth and balanced and harmoniout developaent.
Literacey ratcs are low and the educational systen they have inherited ie

a most ineffective vehicle for bringing aboul a major tranaformation and
gtructural change. It does not impart vocational proficiency and does not
introduce them into the culture of work. It is no wonder, therefors, thet

lack of skilled manpower ceems to characterize the gituation in every country.

g/ Tvid, p.4. In fact, the performance in the overage percentage growth rateus
of tke LDCS, compared with other developing countries brings out the point i
sharper outline:

All Developing All Dcveloping Least
Countries Countries (exl.major Developed
Peiroleun Fxporters) Countries
Total GNP:
1970-73 ST 5¢3 3.2
1970-80 6.0
Per capital GNP:
1960-10 2.6 2.5 0.8
1970-73 3.1 2.7 0.6

1970-80 3.5



One of the most pressingly urgent needs of these countries ig for development
of manpower from top to bott .. with narying degrees of managerial, vocational
and technical qualifications and competence for positions at different levels
and grades. Above all, a fair number of the couniries have yet to survey

and identify their potential, and if this has been done there is much leeway

to be made up before it is fully exploited.

3. In the final analysis, each country strikes out its own path and works

out its own programme of development. It ig neither advisable nor practicable
to suggest a uniform solution or pattern of devclopment. FPor one thing, while
each country has low levels of literacy, a small share of manufacturing in GDP
and a low per-capital income, there ig a large variety of conditions and systemj
prevalent in these countries. The difference is not merely in terms of social
and cultural patterns and political organization. There 18 a country with
nearly the highest population density in the world; and there is another with
almost the lowest. There are countries which are recovering from a drought

or those which have Just emerged as separate political entities; and there are
those which are trying to build anew upon the ravages and ruins of a long-drawn
war. There are countries which have a high degree of growth potential in terms
of natural resources, and therc are those which are not so richly endowed.

Th\is the problems and pre-occupations of Bangladesh are not exactly the problems
of Lesotho; and what afflicts Laos may not be the greatest worry of Tchad or

Somalia, Secondly, it is not for lack of models or presciptions that the countrie
have not been able to make headway. A model which does not take into consideratio;

the social and historical complexities, the cultural pattersn and political
realities and exists by itself, will never work. Only that particular system
will work which is the local brew coming from the process of fermentation in
& given society and which is acceptable. The submissions made in the course
of this paper have kept these considerations fully in view.

'




FORMULATION OF BROAD FRAMINIORK AND OLJ@CTIVES

4. An encouraging and ¢ iesful Coature of the sBituwtion is that the least
develnped countries eeem to be determined to attain the goal of self-reliance
and self-nuptaining growth. This 1a an extremcly happy augury for one of the
first-prerequisites of economic and industirial development is a firm commitment
to the ideal of self-rcliance. There has been an attempt on their part to
utilize their natural rescurces and ~ndownenta zud reduce dependence upon
imports in degrecs and otages of food, coasumer artinles, processed goods

and manufactures. Most of these countries have gone in for programmes of
import substitution (although onr would wish that they had put greater

accent on exporis than they have). They have been resiricting imports

of consumer goods and luxury i1tems, The attempt made in some countries at
mobilizing internal rvscurces by taxation, reduction of expenditure and even
salaries of employees and greater fiscal discipline is a measure of the
increasing consciousness on their part to develop that inner reserve of
strength which bendn a national situation in the direction the leadership
desires. The path of development 1is not 8o easy to pursue fr countries

which have begun so late and have started the journcy with unparalleled
handicaps. The objective cannot be achieved without a massive flow of
financial and technical assistance which is quick, effective, and substantial .
in quantity, free from the encumbrance of bureaucratic delay and full of
sympathetic understanding. For there cannot be a better case for assistance.
It may alsc be mentioned that instances are not lacking where such assistance
was forthcoming in an abundant measurc. The point i8 whether such instances

oan be repeated with greater frequency and on a vaster canvas.

5" It is essential for governments to have a clear comprehension of the

broad directions and objectives: they wish to pursue. A positive feature of the
situation is that the formulation of objectives and the perception of the malaise
which afflicts these countries has on the whole been sound. The scale of
priotities seems to run generally on the lines of agriculture, infrastructure

and industrial development in that order. Occasionally, infrastructure may

have a precedence over agriculutre or there may be minor wvariations on the.

theme and a difference in shades of emphasic. But this is generally the pattcrn.
Thie seems to be sound insofar as agriculture and the rural communities or
soattered habitations not yet villagized or even nomadic tribes seem to dominate
the scene. Agriculture will continue to be the pivot around which industry



will revolve in most LDCs from the point of both backward and furward linkages,

The plans invariably emphasize the need for dispersal, for decentralized

growth, for labour intensive technologies, for small-size industries,

village industries and handicrafts., The importance of basic and prime

mover industries 18 also recognized,

6. In quite a few of the least developed countries, however, there is

little by way of a comprehensive strategy in actual practice apart from an
attempt to prepare a handful of feasibility stgdies. National plans have
suffered from shortfalls ard policy goals have not been realized. The need is
to take a package of measures since isolated attempts will not produce results.
The spheres of activity of the different sectors - private, public, small-

scale and village industries, or foreign investment - need tn be Clearly spelt
out. A whole lot of decisions relating to incentives, need to be taken in
pursuance of the directions economic development is supposed to take in the
country., Econoric survey as may be required and promising product lines need

to be identified. There has to be a programme of motivation of suitable parties,
whether private entreprencurs or industrial co-operatives to take up those
product lines. Focal points of growth may have to be identified and locateds
and infrastructure provided with reference to them. Linkages between development
of agriculture, fishery, livestock or forestry and industrial growth need

to be established. Training needs to be organized and information

systems built up, Marketing studies need to be carried out. The whole tliing is
8 package and everything has to synchronize and fit into a pattern. Often,

8 whole programme may prove to be futile if one of the inputs is missing.

7. In other words, it i:no!cnough to be aware of the broad objectives.
Certain policy decisions and executive measures need to be taken on a
co-ordinated basis which may take the country forward in the direction of

those objectives,



8. The question then arizes whe ¢ o o niries ~encer.aed Five not gone

in for a co-ordinated attempt. lusre canno. be one single anuwer to this
quostion. An important reason iu that ‘here i3 lack of expertise Lo take

an overall view, buila up 8y ‘tem:, give gurpestions regarding policy

formulation, look af:er feucibility siudies, susrest a proper pattern of insti-

tutional and organization support and provide a wide :nd comprehensive range

of advisory assistance. The need is for 4 strong nucleus of multi-disciplinary

expertise available in the centrs of things 1n tue Miniutry and in the

executive agency of the Ministry, to assist in a rnumb.r of bLasic and fundamental

initiatives which neced to be taken by Government. ILack of an assured flow
of financial and tecnnical assistance also stifles initiatives on the part
of 60vernment. Lrek of co-ordination beiwecn the different agencies of the
Government is another reason., Sometimes there ir hesitation on the part of
Governments to provide one input without a reasonahle hope .hut other inputs
will be forthcoming.

9. It ie proposed to take up for a detailed discucsion individually

some of the sssential components o) an integratcd approach to industrial
development and to suggest certain sp-cific cource:r of actions

ROLE OF FOKXIGH INVESTMELT AND OF ™HE NATIONAL PRIVATE
INVESTMENT

10. An analysis of the policies of the le.st developed countries reveals
a whole spectrum from one end to other. There are ‘hose which seem

to welcome private and foreign investment in practically every field of
action; and there are some which do not seem to allow it 1n any field at
all. There are some others which ceem to have left it vague. Tui. pelicy
of each country may have a cartain bacic validity and inner compulsion of
its own. However, it is most important to specify areas where the foreign
investor had better keep out lest indigenous capacities are pre-empted.

It may be even necessary to debar an existing multinational company of

foreign enterprise from diversifying into certain areas of activity,

For instance, the establishmen: of a mltirational dollar journey may slaa
the door against hundreds of little joineries on the threshold of
burgeoning in a given environment, It may be best for ‘he foreign investor



to go in for some other items befitt.ng his financial &ad technical

capability like heavy forging for snstance.

11. On the other hand, 1% seemo important tc cuonsider both foreign

investment and private national investment at teportant’ factera and options in
the growth and development of industry in a counlry, in view of the fact

that the most important coastrainte in the pith of industirialization

of the least developed countries are lack of finance, resource gaps and
shortage of manasement abiiity, skilled manpower and technological

know-pow. It will be bent to attrast forcign investment where capital involved
cmnnnf?emobilized internally, where it 18 not possible to decure technical
know-how and management capability. Tn this context it would be useful

to specify clearly the arcas where foreign :nvectment is welcome. It may
then be worthwhile to create conditions which are not only conducive but

even attractive to sucn investment. At the same 4 ime therc is need for an
attempt to enivire that the torma and conditiuns on which the foreign

invector comes are not of an <xploitalive aharacter, tnat there is

provision for the training of local staff, for progressive replacement of

expatriates by the nations and for eventual toke-over cf the company by
them.

12, The point regarcing clear-cut definition ¢f the roles of the
different sectors 18 equally vulid 1a the case of the national private
sector. The part assigned to 1t will differ according to the political and
{dealogical persuasion of the eountry concerned and its purception of the
relative advantages of diiferent sectors. But the pointthat these

roles should be clearly defined remains. The private sector should have

a clear notion as to where it stands in the schem2 of things and the areas

which it can aspire to enter.

BOLE OF SMALL-SCALE INDUSTRIES AND OF ARTISAN AND
HANDICRAFT UNITS

13. As one surveys the present gituaticn in the least developed couniries,
the picture which emerges is one of a handful of large-scale industries and a
bigger base of artisan typ of units., The small-scale factory secior is yet

to emerge on the scene and develop, There is a neced to strengthen the



artisen units as v2ll ue 1o help an the establishment of new small
factorics. The skillc of the traditional artisan units need to be upgraded
and some of them may grow into small-scale factorics  themselves. Small
3cale factories chould develop links with large scale and basic units. The
pattern of industrialization has tc be an intcgrated fabric in which units
of different .ypes and scales have to play a part. Thus, while it is most
important to develop basic and large scale industries, the promotion and

development of small-scale units should not be neglected.

4. Cnc of the mosi important things to be done is 1o define the‘'small-
rcale gector', for the simple raescn that in the absence of a definition there
will be practical difficulties in rendering .he special assistance this

sector needs. The tern 'small-scale industry' generally refers to small
factorie3 as distirpuished from 'non-factory industry' which includes both

the tracditional and modern artisan establishments. PFactory indusiry can
generally be distinguisheu from non-factory industry by the degree of
cpecialization of labour. One uses specialized labour, the other a less
productive artisan-apprentice type of labour. It is however not possible

to Bugresl a uniform definition for all countries because circumstances
differ. Wiile in devcloped countries the tendency is to go in for a .

ceiling representcd by the number of employees, developing countries have
usually gone by the amount of capital invested in fixed capital. Tt will-

be more appropriate for the least developed countries to go by the ceiling of
canital invested in fixed capital rather than by any limit represented by

the number of workers employed on account of a general situation of capital
chortage and labour surplus. All categories of units, whether factory or
non-facotry units, should within thig limit be entitled to a certain measure
of special assistance. It may even be necessary to provide a speciil package of
measures for tinier operations and artisan and handicraft units. It may also
be advantageous in the case of the least developed countries to include within
the term small-scale industry different kinds of service industries and repair
end maintenance operations. The fixed capital limit in the case of small-
ascale industry should not be unduly low and should not discourage small-

scale units from equipping themselves with machinery and tools.
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15 it iu acey ho ever, siaply en the gr1ouaal Dot sl lencile

indvoi-ies ant artisoa tys op hanaicrafy worlaroos ave mporicat £or the
econuriy and necersury £or the overall indumtirial dev~loument of a

country thal there 18 a nead for special measvren, W.ils all indusiriec
irreapective of ncalr suffar Jrom iacly of firap: sad wochnological
information, in the cenc of cmall onmerniions Lice: diiticulties are far
pore acute, The capital oiructure of thene vnits an wenv apd the need

for technic.l counueliing far mor. pecaring.  moreo o=, ‘here gre certain
pdditional handiceps. “he large industyy can sake ite oono crrangenents Lo
sorie of the opasic irfriatruciurs such Az eicetr o pod v whils the emall
investor has of arcesaiiy to depend on vhe rxisting lufrectruclure. It is
far ecagier for inrger induntrics e gee forelga f1ma w0 inake licensing
arrangcments, for providiag technical oesistance or camital. This may not
Ye possible in the cuue of a smaller unit. The pe.sou running a sinall
industry (unlees it haopens to he - so-nperati o2} Lenus Lo Le the gole
person upon whem all rospoasibilities of produniier, mimag-maont, marketing
and finance dovolve. lin hecomes ine coenteal ig.re. the hero of the
dramc, his own production, markeling ond managomert mwn. Bat that o

precisely why he rreds special support.

16. One of uh. imporiant neecds 'u this uphore of wetivity is for a
powstful and effeciivc e-*ension nervize, fThe “¥ionsew so.vic” caa asdess
the prospacts of induciries, aeclect o lccatbion, e3limate carital require-
ments and potanticl markeis. Ti can provide guidarce ou the cholee

of raw malerials, rachinery and toola ana tneir moatl productive utilization,
It should cover -avice cr managoment developnen: hich loclades finance,
production planniag marteting etc [rdusirral xuension iy inslude

individual counsalling by wisite to factorics, providing onformation and

organi:ing regular coursrg of “rainming. Thy need 1s for a_decratralized

netvork of extonsion servizo.

17. Snall nunits huve cften dirficulties in cbtainin: credit and heve

often to depend upon money-lenders, Thare i3 o tendency for developmen.
bankn to reoject the applicatiunt put in by some ame1) urdias ¢s these are
not well prepared. The small unit also needm guldance 28 to how to make the
bert use of credit, Au important need i. ‘o integrats oredit with technical
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assistan.2. In other worda, the.e is an imperative need for the extension
agency to be in direct touch with the Development Bank or commerciai
banks. The nred is for what is called supervised credit. In some in-
stanccs, it is necessary for Government itsclf to supervise a programme

of rredit assistance by budgetary support. It may be necessary to give
financial assistance speedily to small-scale units especially units with
tiny epcrationa by the extonsion staff itself, without their having

to go through 1 great deal of form-filling and red tape.

18.  An important part of the strategy will be to awaken the people in
all parts of the country to newer possibilties in the field of industry,
For this it mav be necessary to produce a larpe number of project profiles
which show how this is possible. It is important also to demonstrate

how initial margins of investment can be reduced by various forms of
Government assrtance, like availability of factory sheds and machinery on
& hire purchase basis.

19. It is also crucially important to identify product lines which had

better be set uo in the small-scale sector. It may happen quite often

that a single large-scale enterprise may pre-empt capacities for manufac-
turing i“ems which may advisably be set up by small-scale units. Thus the
chances of a series of smaller and much more labour-intensive units

comirg up in differeni parts of the country may be eliminated. This is

& point constantly to be examined at the stage of licensing or approval.
This can be done only if the country has an approximate idea of the sort of
units which can be promoted only in the small-scale sector. Depending
upon the exisiting and potential capability of the small-scale sector, a
few items may oven be reserved for manufacture exclusively in the small-
scale sector.

20. It is important 1o ensure that the relationship between large-scale and
Ball-scale units is one of complementarity. It _has beep observed in both
ceveloped and developing countries that often the larger firm finds it in

its own interest not to make everything under one single roof dbut to farm out
parts and componeuts to sub-contracting units. It turns out to be economical
for the large~ firm to do so and allows it time and energy to devote

to the bigger and more urgent problems. The smaller unit develops an ex-
pertice of its own, gives greater attention to the item, and produces it




cheaper due to lower overnrads. The gub-conira~ting firm has assurance

of part f the market and can in many instinces ha 3 the benefit of counselling
and testing from tne pacent fipm, Another 1important advantage which accrues
from the development of wicill.r inducstries is in the sphere of area
development. Many larg: undertakingo tend to become petty islands of
industrial complexes currounded by 1 sea of stagnation. The development

of ancillary industries will help 1n thig respect.

Rural Industrirs Projects

21.  The links of this scclor with the rural economy need to be
strengthened, It will be really worthwhile to take up intensive projects

in the rural areas, first on a pilot tasis and subsequently on a wider

scale. The initiative and eoffort of the local communities will have to be
stimulated and mobilized. 7The intcention of these projects thould be to

attain an even spread of industrieg throughout the countryside. The

Projects should take into account two impurtant factors: (1) local

resources, both human and material and {2) local needs. 'Local' does not mean
a single village; it may mean a village, a group of villages, a district,
depending upon the nature of the induitry and the technology used. The aim -
should be to convert the present purely agricultural communities 1nto
agro-ind strial communities. I 18 most important to chcose the location

of such projects carefully. Gencrally, a good location will be where
agricultural conditions are favourable and a considerable effort in the
field of agric :1'urc 18 being organized. A favou. able featurs will be
availability of powsr, It will also be a good 1dea 1f pome of these

profects are local~d in areas where large industrial projects are being
located. These projects should be i1n addition to any industrial estates

that may be set up. The main objective is to bring L¥ou{ a diversified

and decentralized growith of industry with :iguifican* stress on the growth

of mon-farm employment and production based on local resources and needs.
This will be essontially an extension programme with different components made
available in the form of credit, technical and management assistance, factory
sheds and training. 1In areas where potential for the modern small-gcale
industry does not exist, rtress should be laid on the improvement of tradi-
tional village industries and on training the local artisans and craftsmen.
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ENPIASLLLS T o0 INOUS TR AL Daver Dor

Pbysical Infrastructure '

22, One of the major rewsons (or the continued backwardness of certain ()

areas in a couniry 1iu asaarecly lack Of afrostrustuvre: ant a det'inite way
of ignmiting and trigrmering AfT the process of antusirililsation iz to provide
i1he basic Tacilit.oen.  Taduntry W 11l grow whers thuse faciliticrs have growng

. wirsctions which any plan

and it wiil not grow whoro an*aing aloe grows.
s-ve 4ill necessarily hnve to cohere with the

IP.Z‘; f

for developing inflrestrustur:
rom the point of view of

general patterrn of development the country «euired.
potentinl cealres of graowth

industrial develarment it seems besi Lo sdentaly
Gome ¢ Lthous focal polnts have

on techno-cconimia and sdc.al contidesations.
The best course of action may ‘therefor:

already a basic infrasiructure? aviilcohle.

be to concentrat: on these pointn. In tne cecond nhase 1t may ke important to
concentrate on areas wi.ch have promige from ine polny of raloaroe nndowment s.
At some of these poants Rural Industrins Projectin, surrested above,can come uUp.

At cthers there.can be general jpausirial cumpl-xed whers indastrial estates
and other facilities arw nroviaed.  Some of these focal points will become

models for surrounding arzas and will 4rigper off a great deal of economic

astivitiy. These ceaters especially the ones which nay be takecn up in the
gecond phase may rcquire an imm-onse mount of physical infraatructure support;

and this is a point wherc a grea* deal of nhelp and assistance from exiernal sources

will be necessaty.

23. There are some Dplaces whers an outastanding resource is available - mining

for instance. Tae projec. hyyever can Yo yorthwhile orly it ihere is among
obters connecting road and eleciriciiy. Provision of vhysical infrastructure
in such casce will be worthwhile; and it i@ no use computing its worthincsao
only on the basis of what is available at nite in disregard of the composite
package of advaniageo which Tiov Scom it in tae sense that the entire economy
and the entire socicty beaeriis from it. Wor the point between the mine and
the twon with which it is coprecied will &s¢ djevelop ar account of infrastructure
support. Since the intention it tc help tre least daveloped countries and ’
provide special astistance, tacre &5 an overrciding necensity 10 relax the normal

atandards of evalnating the vizoility of such projesise It is reconmmended that "

international ageucies should provide taese additional inputs by way of aid and

agsistance ip order to make the proposition feasible. There are instances



where the ler 3t developed countries have received outstanding support from

international agencius and . ganiza’ ~ac. (In one case, for example, EEC

has given a sum of £ 45 million an a grant basis for infraatructure and some
other projects.) Instances of this kind need to be multiplied. The requircmente
of each country nced to be looked into in detail and a serious and concerted

attempis shouln be made to provide this input in a subastantial measure.

24. Some of the least developed countries have tremendous hydro-electric
potential. TIn fact, the pctuntial of one is equivalent to the installed
capacity of the USA, Canada and Mucxico! While it may be a long time

before it is realized, as much use of this resource should be made as

quickly as possible. As 1t happens, vome of these countries are land-locked
and by supplying power in the transit country, a position of greater inter- r
dependence can enaue, Moreover, the very cupply of power and consequent
electrification in the countryside can itself act as a powerful stimulant of

economic and industrial activily.
25. Thus the following conclusions flow from the foregoing discuseion:

(1) The requirem:nts of each country should be studied as a whole and
@3 ernal asgisiance provic :d on a massive sc le, 3Special assistance
will be nceded at tosal puints of potential growth to be identified

and for vonncciing them wilh markets and outlets.

(i1) The usual rules for determing the viability of mining and manu-
facturing projects should be made more flexible considering the

infrastructure requirements as a necessary input.

(iii) Covernments may like to etudy the subject in a comprehensive manner,
prepare Master Plans for infrastructure support and expertise should
be provided by international agencies in identifying infrastru:ture

needs,

(iv) At the regional level, there is need for co-ordinaling programmes of
infrastructure development of contiguous territories.




Organizati nal and Institutional S .pport

26. A matter of crucial importance in the implementation of a programme of '
industrial development it that the instruments of exccution should be

effective and well-organized. n a large number of the LI¥e, the Minisiry

is found to be wanting in qualified staff with a techno-cconomic bias. There
are gome countrics where there are just a couple of secretariat officials
looking after the entirc programme. Ancther disquieting feature of the

present situation is that in many of the LDCs the executive arm of the

Ministry is lacking. This would be bad enough anywhere in the world, but

in the case of countries which have rightly placed the greatest accent on
decentralized growth, the situation provides no room for comlort., It is
impossible to think in terms of decentralized growth without conceiving

a decentralized network of motivation. The one consequence of such a situation
is thct the metropolis {1ends to become the Mecca or Jerusalem of all the

people far and near. In fact, the reverse ought to be true if the exx *ion

of the programme is in tune with what is sought to bc achieved. In a few
countries a minimum of qualified staff at regional or district levels has

been appointed. The attempt is to provide technical and management counselling
at the doorstep as it were. This kind of technical or managemecnt counselling
or provisi.n of information to an .ntending entrepre..eur cannot but have
motivational aspects; for, it cannot advisably be a one-way street, a

passive kind of set-up which acts only in response to requests. In any

dynamic programme of promotive endeavour, counselling and provision of

guidance and supervision can nver be dissociated from direct initiatives

at motivation. In many of the countries a fairly respectable modicum of
expertise is available, bug it is to bhe found only at Headquarters. It tend:
to concentrate on a handful of big projects and it also appears as if motiva-

tion or evoking posit ive response to a good idea is none of its business.

27. Most of the least developed countries need tremendous support in this
sphere. They need experts to guide them in policy formulation; in building
up information systems; in carrying out economic surveys and studies of
industrial prospects for products; in preparing project profiles and

carrying out pre~-feasibiliiy and feasibility studies; in advising Governmenis
as to the types of machinery available the world over, and with regard to |
the suitability of parties. Many of the LDCs need this assistance not for



just a month or two but for long ctretches of time, say 9 years or more,
with some agsurance of continuity. Moreover, there is need for an executive arm
of the Ministry. Most of the least devecloped countries nced to grow on a
decentralized basis. Under each region or division of the country or in
important industrial complexes there is necd for a certain complement of

gtaff and a certain set-up. There is need for a certain amount of cytoncion

service at divisieni]l Tnducirial Service Institutes which need to be sat up.

These institutcs should have a certain amount of expertise in mangement and
technical counselling. The institutcs necud to take an initiative in motivation.

Similarly, extension staff will be required in the Rural Indusiries Projectn

visualized above.

28. The need  in meat of the LDGs 1s for - repular long-term Industrial

Extension Supp.rt sServic~es Projects which function both in the Ministry and

in the field and which have the following objectives:

(1) to evolve a policy and strategy for the development of industries
in both urban and rural areas;

(i1, 1o organize a programm. of industrial su, port services which will
include bLurlding of information aystems, project identification

and feasibilitly studien;
(ii1) to help organize a technical and mangement extension service;

(iv) tc estublish an effeciive link between the extension gervice and

the banking institutions of the country;

(v) to help in operating industrial service centres, common facility

gervices and mechanical workshops in industrial estates;

(vi) to organizc and operate a network of rural industrial services
through Rural Industries Projects which may include service
workshops and

(vii)to train national officials who may be able to carry on a support

gervices programm:.

This kind of assistance has been given by UNIDO to same developing countries
including LICs and has been found to be ugeful. It is important to extend
it to all LDCs and to ensure that #s continuity is not broken or disturted.




29. The ex 'nt to which the LL%s I se ocen able t¢ 8 Jplement their.
organizational struciure wiin ccrtawn ingtitutions differs from country to
ccuntry. There zre a fon outatendiug examples. There is, however, a certain

cmount of grourd %o be covered in ithis sphere. Most couatries will be

secatly helped In therr sreg. mmes if they are able to set up parastatal

institutions like Industrial Develomment Corporaliloas for carrying outl a

—

\ aber of activitins., The scale on which the programme nceds to be

- AT,

i

conceived makes it cowpeilingly necessary to create a parastatal insti-
sution which i relieved tron the iron-clad rules of a Government set-up
and which hac a Luviness orientation in gpite of a certain promotive slant.=
There is need for ~n effective organization which has all the strength,
capability and motivation of a coamercial organization combined with a

¢ ~ive for promntion and developmeni. The Ticlds and spheres of activity:

of the Corporation can be the foiloving:
g

(i) construction of irdustrial csiates;
(ii) poocurencnt and suppivy of raw materials and ancillary items to
ipdustry;
(iii) procurencai and supply of machinery on a hire purchase basis;
(iv) marketing of judus.rial -roducts;
(v) di.cect equity participatira in ventures
"1a establichmen® of imch cormorations may need substaniial external assistance,

i-cluding graants anl eredit liaes.

~~. There i3 need for a cloner association ol the extencion network with
<he Development Bank and even commercial banks. Sometimes some really
+ood projects tend to be rejected, The Development Bank may consider the
cdviscbility of setting up ac-risory committees consisting of Industrial
Dnginzers and Econcmists ol the extersion wing of the Ministry of Industry.
The Bank may alco lik: to have a frequent dialogue with industry.

3.



3. Scheme of hire purchage opecations for machin.ry and equipment.,

Substantial reductions ia the ainitial wmargin money can be effected by
introducing a scheme of aire purchase in the matter of machinery and
equipment mentioned above, capecially in the case of small and medium
indusiries. The schemr will consint of supplying machinery to existing

or potential investors on a small down payment of nay 5% of its valuc. The
remaining owa of money will be recovered over a period of 7 years at a
concessionary rate of intorest, This will be a casc of supervised credii
and the extension agency should Le fully integrated and associated with

the programmc. Tt should scrutinize applicaiions, help the investor in
filling the forms and push them through “he agency deputed by the country
to procure and supply such iachinery. It should kecp in constant touch
with the party till the instalmenis are repmid. This oxperiment has been=
highly succesuful in some developing countries of the worid. 1t is a mattor
of msatisfaction to find thot at lean!t one LDC has introduced this scheme
and that a sea chanicc has been brourht avout in the invesiment climate

in oonsecquence.

32, Credit puarantio scheme.  An important step which can impart a

certain arnunt of courage and dynamism to the lending policies of commerszial
bank is th¢ oredit guuc- ' choo s which Woe been adopted by some developing

L]
countries with signiiicant -uecces. The best course of action will be for the

Central Bank of the country tu uperate the scheme on behalf of the (Qovernmernti.

In other words, the Central Bank should become for this purpose a guarantec
organization. Commercial banke should participate in this scheme and shoula
pay to the Central Bank 1/10th of one par cent per annum on the amount
sanctioned or outstanding. The amount B0 deposited can go into a reserve

of money with the Central Bank on the strength of which something like

754 of the risk can be underwritten.

13, Quality control and standardization will have to play an increasing

role as indusiry develops in the LDC8. The need for these is already feli
especially in the arca of food testing. External assistance in this sphere

... should be forthcoming urgently.




34. It 3 alsomost important t set up Extcnsion Praining Institutes

for groups of countries on a repivual basis. These Institutes should irain

workers in the principles of cxtension covering a number of ar<as such ag
scientific demand analysis, principles of productivity, preparation

of feasibility reports. 3Some actual and potential enireprencurs o members
of industirial co-operatives should also be put through these courses. A=
potential investor may, for instance, while under training like to make his
own feasibility study. He should be enabled to do so. Thus the Extension
Training Institut can be actively involved in the programme of enirepreneurial

development for both private e¢ntreprencurs and members of industrial co-operatives

35. Other regional institutions could concentrate on research aimed at
adaptation of technology evolved in other countries, especially developing
countries. There can also be regioral institutes of tool design and
manufacture,

-

SOME_OTHER_AREAS OF EXTHRENAL ASSISTANCE

Preparation and Follow-up of Feasibility Studies

36. In several countries a substantial amount of work has been done in

this sphere and in any co~e, a groat number of feasibility studies have been
conducted. It is , however, obscrved that a good many of these studies tend

to remain where they are, without fructifying into actual running projects,
There are varicus reasons for it. One is that many feasibility studies have been
done without the benefit of industrial surveys and national inventory of
potential resources previcusly carried out. Another stumbling block is the
fact that information systems and statistics arc far from perfect if they exist
at all. The more direct causc of lack of progress is the factth:t local
expertige for carrying out detailed fcasibility studies is lacking. A good
deal of ground can be prepared by pre-feasibility studies carried out by the
industrial support services projects recommended earlier. The fact remaing,
however, that no matter how determined a country may be, and irrespective of
the ground prepared by indigenous effort backed by expertise made available

for the time being, direct financial assistance in the matter is required in

a substantial measure. In the course of visits and studies, excellent examples
of such assistance have come to light in some of the LDCs where substantial



amount of money was placed at the disposal of the D::velopment Bank of

the count ies on a grany basis ir order to enable t. om to prepare a shelf
of such studics by cntrusting them Yo firms of reputc¢, The important
thing is to increase and int usify such assistance in countries where 1t
has actually been piven and to multiply such examples with a view to

covering cach onc of the leant developed countries of the world,

7. There 1o animperative noed 4o v gtobiish a link botween the preparation

of feasibility sindins .nd ihoo~ actual implementation by combining technical

e

assislance with finaneia) assistance.  Therofore closer co-operavion among

technical ascistance and (inancial inatitutions from the very beginning

18 strongly ruecommended. It muy also be a pood idea  if an adequate amount
of documentation is carefully tuilt up by UNIDO as to the firms and partners
which are interested 1n specitic stemn for differont projects in LDCa.

UNIDO may also advisably supnly Lu the LDCs standardiced technical agreements
for different kunds o0 progec.o and render necessary advisory services. There
is also ample gscope in thin arca for ‘echnical co-operation among devolopaing
countries. Some of thegse svuntries have proven capability in certain kinds
of industries. Thcy have highly develnpod organizations which can carry

out pre-feasibility and feaaibility studies and can even help in sccuring

turnkey jobs and jcint ventures.

ABgistanse te Existing Indugtries

38. In some countriesc the void created on account of the withdrawal of
foreigners from the scene has resulted in serious dislocation and it would
appear thal any short-term programme must nceds be directed towards rehabili~
tation and congolidation of the cxisting structure rather than stimulation of new
enterprises. The problem can only be solved by a spcclally tailored programme

~f management and technical assistance at different operating levels and 1in

some cases by direct appointment of internationally recruted nanagers and.
technical personnel for some years together with appropriate counterpartse.

An attemip has been madc in such cases by UNIDO to include such measures in

country programmes,
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39, It has becn found frequently that capacities in many public sector
and privat~ units arv an?o--utilo-ed. This may be due to a large number
of circumstances such as lack of appropriate manpower or a faulty project
report to begin with or lack of demand for the time being. The matter nceds
to besudied and assisiance nceds ‘o be given. UNIDO has already requested
LDCs to let them know if they need assistance in this regard. Some LDCs
have already indicated their intercsi to be helped.

Turnkey projects

40. This can be an important source of ‘technology transfer. The tornkey

project can be a package consisting of !

(1) selection of established manufacturer whose know—how and
technology is cuitable to the country;
(i1) preparaiion of a feasibility report;
(iii) supply of know-how znd cther details including drawings;
(iv) training of technicians and workers
(v) installation of machinery and

(vi) solving for a given period any bottlemecks during production.

These tur.key projects can prove .o be quite suitab e in the case of small
scale operations also. Tt will be a good idea for UNIDO to develop a
certain amount of documentation about firms interested in such operations

throughout the world with special referencc to developing countges.

Export Assistance

41. A most important sphere where LDCs have yet to cover major ground is

that of export promotion. While there is rightly a pronounced accent on
import-substitution in the plans and programmes of all these countries, it is
quite obvious that t+ will not be possible for them to make the required headway
without an effective drive for exports. The countries need resources and
foreign exchange for capital investment in any industry. Moreover, it is impor-
tant for emsuring the cquality and competitiveness of products to enter the

export market. An interesting and useful way of ausisting the LDCs would

be in the form of interrated assistance nrojects which offer a packape of trude

promotion assistance in response to a number of related needs. Some of these

programmes are already in operation in several least developed countrics,



with UNCTAD and [7C assislance. [t will be usetul if theue etfortn jead

to multi-d sciplinary wesistance ¢ ojucte with an in ceaning particinaticn
of UNIDO and other UN agencins.

Manpower Devolopment

42. 7 A mosi prencingly imnortant need »f LDos without excep! ion is for

a strong and efvoetive programme ¢f manpower develcpment., There is no poeint

in finding patchwork soliv.icns o tuis problem which will have o be attacked

on a {undamental basia. The LD0o by definition have cxtremely low litericy rate
A magsive programny of =wdvcatiocnal development and reconstruction is of crucial
importance. Equally umporiant i the necd for iniroducing elementus of vocational
and techncial truaining and the culture of work into the educational systenm.

Secondly, there 15 ne~d for a programme of roth management and technical

training desipgned for industr:- which harmonizes urd cobores with the overall

objectives of national develeopmeni plans. Forheps it will be a gond idea

to field gpecial UNIGCO/UNIDO/ILO missionu in asvder to work wut the

requirementr of training sn the LLCs8. In many LDC the farst step will be Lo

survey the present ond future nceds and to work out a plan of ausistance.

ILD which 1 playin:; a very importiat role in thin sphere may have to put

a speclal focus on IICH in ita programmes.

43. UNIDO  hes a punber of well-organized training programmes but the
n~edn of LDC3 are apecial and far nere preasing., What 1s good for Mexico or

Ezypt may not suil these cowairies. The organiziation of mobile courses in the

sountrics theaselve: nen aver cortain problems like munagement accounting,

Fcllowships and study iours 2n devaloping countries which are clome to ihe
LDCS are also very usetul. Ceriein institutions need to he put up on a

aational or regional basis.

44.. . It will b an exc:llent idea if contres were set up with exiernal

agsislance for cvolving prototypes of simple machinery which could be taken

up_for fabrication in the LDCs, like asricultural implements, hullera, powcr

tillera or threshers. Simple machinery required for the kather industry is

another cxample. An attenpis cghould bue made to set up such centres a1t loracni

on a r2gionzl basis 1f it jo not possible to establish them in each country




Prime Mover Industricesn

45. Recentliy, ISCAP has evolved the concep’ of fprime mover indusirics!
for lanu locked couniries. 'The objective is to develop a central innovative
activity with poosibilities of rapid development. The intention is to
identify an industry with rich local :zndowment, providing a dynamic and
cumulative impetun for divercified development »f the national economy of
the land-locked c¢ountrics cnneerned, with the help of denor countries,

It can be a dairy industiry in one instance; tunber ir another. Sugar can
be yet another with many possibilities with bagasse,'molasses, alcohol,
wKighmish" or dried grapes can alsoc be considered. The technology is simple.
It is agro-bascd. Tt has export and cmployment prospecis. Tts development
and promotion will not require a complicated programme of development of
skills. It is proposecd to launch a programme which visualizes the
examination of the various projects with a wicew to identifying the industiry
which could play the role of a prime-mover industry for ecach country and
undertaking field missions to 3 land-locked couniries which are also least
develored for examining such infrastructural, organizational and managerinl
skill availability, and markeiing and othor inpuis as would strengthen the
proposed rrime-mover industry anf ensure its succesa, It ig intended to
prepare a mcdel which muy serve oo a basis for the development of the prime

mover industry and to extcnd it to other land-locked ccuntries.,

TECHNICAL CO-OPERATION AMONG DEVELOPING CCUNTRIES

46. The importance of technical co-operation among developing countries
has been emphasized at a number of fora and there can be no question that
this can be an important input in any programme of industrial development.

The question of promoting a consortium o some of the developing countries

which have already made considerable progress in dcveloning indigenous

capability with the specifis object of assisting LDGCs seems to be worth

exploring. Some of the developing countries have already expressed
willingness to help the least developed countries with technical assistance.
The possibilities of this kind of co-operation are endless provided

fipancial assistance from international and bikhteral sources ia forthcoming,




If the consortium could heln the LDOs with the “iiito of tachnologizal
research and with pilot demcartration plants, he aspistance rendered
will be invaluable. Thege countrinn can also help LDCs in locating
suitable parties for setting up turnkey projects, In fact, in pome
cases, some developing countries may be able to help the LDCs in
manufacturing their own plants bzued on their experience., 3ome of
their congultancy orpanizations may carry out pra-feasibility and
feasibility studies for LD%a at no cost provided their cost of
international travel ig met by irternational agencies. An important
area in which such ansistance can be particularly useful ig that of
study tours and training. 3Jome developing sountries have excellent
institutes of extcnsion training where nominees of LDCs have received
training for a year or so to advantage. Other kinds of training can
also be imparted and in fact spccial courses specifically designed
for LICs can be arranged. Apart from awakening LDCs to exciting
possibilities and unsuspected avenus, the consortium will go a long
way in promoting a fecling of solidarity and fellow-feeling among
countriesn.









