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HÍDUSTPIALISATiOTf OF LEAST DEVELOPED COUWTRIES 

Indu»tri* 1 development of least developed countries is held upon 

aooount of a variety »f proel««« and oonstriant». Thmme aro oauMd by 

the absence  or inadequacy ofi 

(a) Physical   infrastructure; 

(b) Trainaci  oianpower; 

(0) Finance  (in particular external ourrenoy)  and finanoing institution«; 

(d) Market and faoilltiea of earket development; 

(•) Expertibe to facilitate  the  transfer of technology; 

(f) Snail  industry and emphasis on its development; 

(g) IMder-utilieation of installed oapacity; 

(h) Institution» for promoting and supporting aotivity in the fielde of 
investment proaiotlon,   project seleotion,  project  formulation and 
project   implementation; 

(1) Industrial policy. 

Situation IH existent  in Somalia of today   i» briefly described 

belowt 

(») Physical  infrastructure! 

Lack of  infra«truoture and   its inadequacy,   restricts the choice of 

locating industrial  plante,   increases the investment  cost substantially 

and adversely affectn the economics and  profitability of industry. In 

Somalia, an  industrial enterprise  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 tubewell for water, and the oonstruotion 

of a eewrage   line   s own time  several kilometers  long.   On acoount of re- 

stricted flow of industrial  input» and outputs,  not  only marketing i» 

difficult but also  the costs of production and   sale  *o up. In Somalia 

industry is cono«»ntrated  in the  port towns of Mogadiscio, Kismayo and 

Berbera. Lack of adequate harbour facilities either make the establishment 

of  large sise projects difficult or necessitate  the  inolusion of a 

harbour exclusively for that project. 

Investment required  for the  creation of phyeioal   infrastructure has 

to be very large.  Accordingly,  this is a constraint which will get removed 

after the passage  of a long time. 



(b) Trainai Manpowot 

Thl« ta th« Mo9nd »a,jer o cm» tra Int. Thi* otUH« rl«i.»y in tha 

lmpla««ntat¿on of Industrial   orojaota,  raault* In ondar utilisation of 

Ina tal la    oapantty, ur.d «ub-«tan »rd aaintanano* ol   industrial pianti 

at prohibitive ooata. Conoartad «fforta are btl.ig nari« to ovarooaa  thl« 

probi»«. Th» univar«1ty of M ognd i no i o ha« now faoultia« of Enginaaring, 

Bo one» io », Choaiatry «to. A Poly+aohntr ia alio in tho proo«aa ef 'bain« 

ootabliohod. Two toohnioal   training inatituta«, a vocational training 

oontro, a oraft training workahop, a oohool of aooountanoy and aarvaytn* 

and a fiahiri«« and maritima   inotltuto, hav« baon aatabllahad already 

and thoaa ar» now bting run.  Somalia ha« alao «etabliahod an institution 

(known a« Sonali Inatituta  of Davalopaont and Managaaaat) to pnvid« 

inaarvia« training faciliti«« for Manag*r« and Aooountant«. Trai' "ng 

faoiliti«« in wpaoialiead  fiald« of taonnology, aoonoatio«, aanagaaant, 

oonaaro» and aoocmntanoy do not «riat.  It 1« not faaaiolo to eraata  theo« 

faoilitio« »t th« prauant «tag«  of d*v»lopaont.    It  i a tharafor« naoaaaary 

"to «and a fairly largo nuinbar of qualified Sonali oitiaana abroad  for 

training on f«llow»hlp« to ba  offorad by UH aganolaa and friandly 

oountria«. 

(o) Capital forçat ion and finanoln^i 

Capital i« n««d«d both In looal and foraign ourranoy for induatrial 

davalopmant. I^ng tora «oft lomo raroly baooao ava i labi« to tho loaot 

davalop' ' oountriee. U*xia < a o^miroial Urtia ara  too axpanoiva and  than«» 

aoa«tin«a naka induatry in a l«a*t davaiopad oountry, an un«oonorto 

proposition. Ir. thaae oountriaa par oapita lnooaa and  raaultant lava! of 

oonavjsption ia low . Thü inoidonoajof taxation in high and poaaibilitia« 

of inorcaaing ravanu«« further taxation ar» nagliglbla. Thua budgetary 

«urpluaoi ara na agar and inadäquat«  to finano« induatrial projaota.  In 

Somalia almost all larga altad  induatrial  projaota ara in th« public 

aaowor.  Profitability of public  «actor Induatry i« not anough to «naur« 

oapltal formation at a  satiafaotory paoa. Thua in countries wh«r« domati , 

navin«* and budgatary aurplueaw ar» nagligibl« and pmr oapita inoon« ia 

low,   induatrial davaicpmont plana oannot ba oonoaivad without aimabl« 

«oft Ioana,  auosidiae and granea.    A Plan ha« to b«  davload by whioh 

oapltal oould ba proapad irto th* «conoaic vi«n« of laaat davalopad oountriaa 

for rrenoting th« growth of induatry. 



_   i _ 

(d) Martartt 

Soaalia haa a «util mark«t for Industrial produota baoauaa  of it« 

•tall population vi»,  »beut  ? Billion. 

r«alla 1» a vaat oountr:   apraad arar 6 38.CK) aq.kaa. Thar« la n« 

railway «tad all~*aathar aaph*  '. raada ara faw. Mo'a «"• atill undar 

oonatruotion. Thia aakoa tha  flow of geoda and aarvioa« diffioult. 9*allnaaB 

of aarkat aakaa tha nodern  mduatrial planta for producing oimsuaar good« 

unfaaaibl». Thua tran  If aueh planta ara aatabliahad,  intaraadiata tach- 

nology i« parforoa chooaan   to kaap production at  tha lava"  of loeal 

oartuaption and »arkat poaoibility. fhla raault«  in highar coat of produotior 

and aakas looally produoad oonaumaT good« axpaneiva and unooapatitira 

with tha iaportad good a, naoaaaitating tariff protaotion or othar typa of 

•ubaidy. la ragarda raaouroa  baaad axport sriantad  indwatrias,  tha axport 

baoonaa a probla«.  It  la for  tha laaat dará topad  count ria a to »all thair 

•anufaoturaa In tha  international aarktt. Aa a oonaaquanoy, thaaa ara 

aold aithar to tha foreign a prioa of thair ohoioa. Conaaquantljr ratum 

.an invaataant of «ueh pianta    la aolow that *halr growth beoonaa iapoaaio]«,. 

(a) Traneftr of Taohnology 

Laok of axpartiaa obligat tha  laust derelepad oountritt t« ouy 

taohnalo», aiaple or  aophiatioatad, »mitad  te  thair oopdiilana or not, 

at tha prioa offered.  "ora^M« aupplitra of maohirary, acpiipxant and 

teohnology, ara  fully *war*   of tha   lack of thair capacity to aaaaet thair 

raqui pananti of technology     a«d to avtluwta  tha  effara reoeirad   for th» 

tranafar of tarhnolgoy. Cffarn ara not al way« baaaò un tandar docjuante, 

nor thete ara al'/aya made   In   ^tpona« to apeolfio   retruaet*. Thua ooaparabl* 

offara art «aldo« available.  Offers ara mad« OR  tha  baai« "aooapt thia am it 

ia or raaain deprived  of tha "¿uatry". Thua tha  laaat developed    oountriei» 

ara opan to axploitation.  Thia ia a •ituation whioh needa a ohange. 

(f) 9a* 11 Industry 

Least developed count rie« ara aoetly thoa*  whioh at tha    iaa of thair 

raapeotire indapandano« had no ar vary littla traditional aaall  induatry. 

Cottala lnduatriaa and handiorafta prorida a baaa  for industrial daralop- 

•ant. If thia baa*  ia non-axietent, th« apparent  ohoiee  ia to laap frog 

orar ta tha étage of  larga   noala induatry taeed  or. «oat »odern teohnology. 

Thia resulte in difflcultiaa. 3aall induatry haa a rol*  to parfora in tha 



development  of aver;/  country. Entre preneurs,  manali HI,   production nuper- 

visorn,  manter oraf toman an)   «killed   workers em-^r^ si the'   from   small 

induHtry or  from onmmcKi.   Faiwr'i  ani'   nerdfmen    io not   have normally 

a tendency  for »neh   oocipat ìonr. 

LarMJ  ecile  mduntnal   enterprise*   in  *  leant    eve loped country 

lack  like oanin  m  .01  in hin trial  d«nert.   Least developed   countries have 

to pay attention  to   the .leve loiwent   of SF.HII   induntry.   Perhaps   there  in 

no choic*.  But. aw «t   preñen t  th i r  h«H  the   lowact   priority  in  the  «oonomic 

development  plant  of   Teiint   'l'iveloped   countrien. 

• g)  t'nde r-ut i 1 i >m t i on  0 f i letali ei   capaci ty 

Utilisation of   Inutili led  industrial   capacity  of leant developed 

oountrien could he  unto tO ,<*>.   Tbl»   1 r. on  account   of a variety of faotoi >, 

the mof;t important   of which   nn\  ticaroity   of trained mana^n, and  «killed 

workern, delay  in  the  supply   of ruotarla! 1,   »pareri etc.  ani  other  reasons 

beyound  their centro!.  For  iantine«   finn   far to ri en  in Somalia  operate 

below capacity because  of   inadequate  cat-h  which   in turn   if on  account  of 

lack of fishing fleet» and   '".i.lun^  harbour«. Trie   ;apar't/   inntalled  for 

producing pracBFürin»   und     inning meat   -in  underuti j t lied   bacaline   o*" low 

prices of its  productn  in  the foreign market. The   nuptr mill does not 

work upto ito capacity on  account  of  nhort   »apply  of miirtir oane  which 

in turn wan due to  proMemi  of agronomy ar<d water  ¡mpply.  Thru*   there 

are a variety of factor« which prevent  100  / uttliftation  of industrial 

capacity already installed.   Yet    h«ï«e   IB  a   tendane    to eetablinh  new 

induHtrial   pianti; «rui   Lu ue^ejoi. nnw  capacity.   It   in obvioun  that  frint. 

priority has  to be  ^tven   lc   «he  fui!   ut. i H nati on   of aristin^ capacity, 

ar.H  leant developed   r-ountrier have   to  be  aummtel   to overcome   the  problems 

causing under utili na*ion. 

(n'  kao* of innti tut, 1 oral   infrastructure   fer Industrial  planning 

Least develóte''   countrien Uke   fi orna H a  lo not  have  enoi^h expartise 

to investigate  and  ani:ni B  fie prospecte of different  industrien and  to 

identify viable  indu -trini   prolerf*.   The   only rource  of  technical 

aBfiietance  1n   thin  field   ir  l!N  i^enoien :ir<ì   hiluterai   inriptance,   0" 

friendly countries.   FV.ononilc and   industrial   lata   ^ aleo not  readily 

available. Nor  there  are  .uv.tj tutioan  to  formulate   indui trial   project« 

or to undertake feaci bi li t/  utr/Jiew.   '^nnlar!./ in  all  matter»  related 



project   implementation,   leant develoneH oountr'en  have   to look beyond 

their border*.  Ae a conrequenco jçent&ticm period  IG very  Ion/.- for 

induntrial   projects. Forei¿m oonnultin«; firrnn,  severa!   of *hich are 

controller   by  suppliers or machinery  iome  forward   tc   aasiot.  In  nome 

oaeea   ihe   nuppliern of    uaohir.ary provide technicians  for erection  but 

they  invariably avoid  to undertake   jobs em  turnkey  barue,  Thsse   faci li tie« 

tire very  expenniv«, ana  the H*» when availei  rai*e  the   investment nnnt 

nky hifrh.   This  i„ i rltuatlon whirr,  oill   for uncen t  consideration at. 

international   ¡<svel. 

(i )   Indu» trial   policy 

L«ant  devlopwl countries,   in   genera],  der.itfn   their   induntrial 

policy   primary for achìevirp- 1r,iport  „.ibriti tution.   In  formulating auch 

a policy  no conni 1*rat ion   h    pan   to the optimum utili Ration of exintinr 

installed   capacity. Nor cuor  consideration  1B tfivon   to  amall  induntry. 

Import   nubrititution r--. mltr,   in   the  entahlinhment  of nor   Integrated 

induntrial   unit«.    Heavy dependence  on importel  input«   rrtult  in under 

utilination   of   Hat*! le i  capacity,   Kfih pricen of   induntrial   products, 

and  adverne  effect on   the   balance  of payment  position.   Huch  factcrieti  in 

Somalia   are: 

Ciflarettu   and  match factor.v,   plant   for producing tormented  ship container!., 

de terpen t. n  and   pa In tü. 

The   reanonti for which   ui amphanin in the  berinninp  is  laid   in   import 

euhntltution  înduntHer  ^qiiW  rtudy tn depth.  Thin may  be becaus«   in- 

ventment   on  renource baned   induntrlen i a very hisrh  and  expert market 

uncertain.   Thir. may be   becv.i.ir   technology needs  for   the   purpose  in   too 

expensive)   and   too rophintioated.  These problem* will   have   to be  studied 

and  HO1V«I. 
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