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INDUSTRIALISAT.ON OF LEAST DEVELOPED COUNTRIES

Industriel development of least developed ceuntries is held upon
acoount of a variety ef provlems and oonstiriants. These are caused by

the absence or inatequaoy of

(a) Physical infrastructure;

(b) Trained manpowver:

(o) Minance (in partizular extermal currenoy) and financing institutions;
(d) Merkst and facilities of market development;

(o) Expertise to facilitate the transfer of technology;

(f) Small industiry and emphasis on its development;

(g) Under-utilisation of instilled capacity;

(h) Institutions for promoting and supporting activity in the fields of
investment promotion, project selection, project formulation and
project implementation;

(1) Industrial policy.

Situation aw existent in Somalia of today is briefly described
below:

(a) Physical infrastruoture;

Lack of infrastructure ani its inadequacy, restriots the choice of
looating industrial plants, increases the investment cost substantially
and adversely affectr the economice and profitabiiity of industry. In
Somalia, an industrial enterprime is invariably required to make invest-
ment on the construction of an approach road, installation of a power
generating set, a pumping set or a {ubewell for water, and the construotion
of a wewrage line mometime msveral kilometers long. On acoount of re-
stricted flow of industrial inputs and outputs, not only marketing is
diffioult but also the coste of produotion and sale go up. In Somalia
industry is concentrated in the port towns of Mogadimscio, Kismayo and
Berbera. Lack of adequate harbour facilities either make the establishment
of large size projects difficult or necessitate the inolusion of a
harbour exclusively feor that project.

Invastment rmuired for the oreation of physiocal infrastructure has
to be very large. Accordingly, this is a constreint which will get removed
after the passage of a long time.



(v) Trained Manpow: 1

This is the sscond meicr aomstiraint, Thia naume= "a.ay in the
implementation af industrial oreojaots, resulim in under utilicatiou of
installe oaparity, and sub—stan ard maintenance o1 industrial plants
at prohihitive costs. Concertesd sfforis are belig made to overcose tiils
problem. The university of Mogrdincio has now faculties of Engineering,
Ecencrics, Chemistry mtc. A Polytechnic is also in the process of being
established. Twc teohninal training institutes, a vooational training
oenire, a oraft training workshop, a scheol of acoountancy and surveying
and a fishearies and maritime institute, have been eetablished already
and these are now being rin. Somalia has also setablished an instituticn
(lnown ns Somali Institn‘e of Development and Management) to provide
ineervine training facjiitiee for Nanagers and Acoountants. Trai 'ng
facilities in wpscialised flelds of teonnology, sconemios, management,
oommerce and acoovntanoy do not exist. It is not feamivlie to oreate thewme
facilities at the prevent stage of davelopment. It ie therefore necessary
"t0 eend a fuirly largs nuaber of qualified Scmali oitisens abroad for
training on fellowships to be offsred by UN agencies and friemndl;
countrise.

(o) Capital formation and financing:

Capital is nesded both in looal and foreign ocurrenoy for industrial
developmant. lLong term soft loane rarely become available to the least
develor ' couniries. Leunmw ¢a o mmaroial terms ame too expensive and these
sometimes make industry in s least develioped country, an uneconorio

proposition. In these conntries per ocapita income and reeultant level of

conmumption is low . Tho 1noidonoJof taxation im high and possibilities

of inorcasing revenuss further tazation are negligidble. Thus budgetary
surpluses are meager and inadequate to finanos industrial projeots. In
Somalia almont al! large sived industrisl projecte are in the public

secor. Profitability of public sector industry is not enoush to ensure
capital formation at u satisfuotory pece. Thus in countries where domesti
navings and budgwtary surpluses are negligible and per capita income i«

low, industirial develcpment plars cannot be conosived without sizeable

soft loans, suosidiss and grante. A Plan has %o be devised by whish
capital ocould bs pumped into ths economic viens of least developed couniries

for rremoting tie grewth of industry.




(a) Market:

Somalia hae a smill market for industrial products because ef ite
small population vis. abcut 9 millioen.

“malis ‘s & vaet countr spread ever 638.070 sq.kms. There ie ne
reilvay and all-weather aspha’. reads are few, No-e are etill under
oonetruotion. This makes the flow of goode and services diffioult. Smal'nese
of sarket makee the modern industrial plants for produoing cvacumer goods
unfeasibls. Tus even if such nlants are eetablished, intermediate tech~
nolegy is perforce choosen to keep production at the leve: of local
oorwumption and market poesibility. Thie resulte in higher coet of produoticr
and sakes looally produced consumer goods expensive and uncempe titive
with the importei goods, neceesitating tarif! protection or other type of
subsidy. As regards resource based expert criented indvetries, the export
becones a problem. It is for ths least developed couniries to sell their
manufaotures in the internations] market. Aa a consequency, theee are
e0ld either to ths foreign a price of their choice. Consequently return
on investment of such plants is solow that ‘heir growth become e imposeille.

(e) Trensfer of Technology

Lack of expertise obliges the leust daveloped countriss to ouy
technelogy, simple or mephietioated, muited tc their cardiiiame or net,
at the price offersd. Tore:.un supplisrs of machirery, equiprent and
technology, are fully awars of tha lack of thsir ocapacity to assess their
requi renents of tenhnology and to svaluste the offars recsived for the
transfer of technolgo,. C/fars are not always basec wn tender documents,
nor these are alivays made in responss Lo spenifio regquests, Thus compamble
offers are seldom available. Offers ars madse onn ‘he bansis "scoept thie am it
ie or remsin deprivesd of the 'Aultry". Thue ths least developed oountiries

are open to exploitation. This is a situstion whioh needs a change.

(f) 5mall industry

Least deveioped countries are mostly those whioh at the 'ime of their
reepective independence had no er very little traditional ssall indumtry.
Cottage induetries and handicrafts provide a base for industrial develop-
sent. If this base is non—-existent, ths apparent choice is to leap frog
over te the etage of large noale indusiry tased on moet modern tecbnology.
Thie results in difficulties. Small industry haa a rolc to perfors in the




developmant of avery country. Entrerrensura, managers, production ruper—
visors, manter craft-man and rkilled workers emarye eithe: from smmall
industry or from commerra, Farwary and nerdemen 1o not have normally

a tendency for mich occapatlons,

larie rcale induntrial snts, prises in & leant evn lopad nountry
lack like oasis in un infustrial deanert. Least developed countries have
to pay attontion to the .evelomment of smiall indusntry. Perhape thers 10
no choice. But an at prasent thir haw the lowarnt prinrity ia the eoonomic

developmant plane of Ymamt daveloped coantrier.

(g) Under-utiiisation of 11mtalled capacity

Utilization of instulled industrial capacity of leant developed
countrier could be urto £7 &, ™ig 44 an account of a variety of factor -,
the most important of which irep vcarcity of trained managers and ckilled
workare, delay in the suppls of natertals, sparen ate. ani other reasons
beyound their ~cntrol. For instunce tiph factorien in Somalin operuts
below rapacity becaune of inadeyiate ca‘~h whicn in turn i on account of
lack of fishing fleets and 7 chiny harbours. Tne sapiact ty installed for
producing processin, and - anning meat ‘a underutiiined baczure of low
prices of its productn in the formign marke!, The supar mill doms not
work upto its caparity on account of chort sapply of suwmr cane whinch
in turn was due to prohlam: of npronomy ard watar supply. Thue there
are a variety of factors whiech prevent 100 4 utilisation of induatrial
capacity almady inetalled. Yot havre 1a a tendenc to establish new
industrial plants and Ly dmveiop now capacity, It iv obvious that frist
priority has to be siven ic *the fuil utilisaiion of existing capacity,
and leant tavelopsad coummtrier have to he annistel to overcome the protlems

causing under utilinration.

(h) Lack of inntitutionul infrastructnre fer industrial plunning

Leagrt develove! countrien like Somaliu 10 not have enouh expartine
to inveatigute and nrnrars the pronpects of different industriea and to
{dentify viable indu:tria)l proiact. ., The only courra of technical
assistance in this fi1eld 1r N spencian and iilateru! anristance of
friendly countrie<. ¥comomic and inductrial {ata .r also not readily
available, Nor there are inctitutions to formilate indurtrial nrojacts

or to undertake faacibiltt s striiaw. Timrlarly in all malters related



project implementation, leas* develoned nountr‘ss have to look be yon
their borders. As a connequence gentation pariod is very lons for
industrial projscts, Formimm conmilting firms, ssveral of Which are
controlled by ruspliers of machinery some forwasd tc assiat, In some

cases Lhe nuppliers of machirery provide teshni_ians for erection but
they invariably aveid to undertake jobs on turnkey banim., These facilitims
4T® VeTy expeancive, and theua whan availej 1ra.am the i1nvasiment nont

sky highe This 1y a rituation whirt ~ull for urgent considerati-n at

international iavel.

(1) Tnduutrial policy

Leart develonped countries, in naral, desipn tneir industrial
policy primar:ly for arhieving import iubstitution. In formmulating auch
a policy no consmideration 11 pari to the optimm utilisation of exiuting
inatalled capacity. Nor ruch consideration is given to amall indusmstry,
Import mubstitution r--ultr in the autablinhment of non integrated
industrial unite, Heavy ilapendence on imported inputs resylt in under
utilination of tnata!led capacity, bigh prices of indunirial products,
and adverene effect on the balanca of payment position. Such facteries in
Somalia are:
Cigarettu and mateh factory, plant for producing corrugnted ship container:,

detergent o and paints,

The masons for which in emphasirc in the berinning is laid in import
substitution induntriar regquive rtudy in dapth. Thin may be becaumse in-
ventment on resoirce based induntries is very high and expcrt market
unceriiin. This may be becau. e tachnology nesdns for the purpoce 1n too
expensive and too rophisticatad. Thege problame will have to be studied

und solve:l,
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