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I. PURPOSC OF THE MISSION

To discucs with the Lao Government the assisiance programme prepared by U%JD0 as
part of its programne of special measures to help the least developed countries.

II. TUE MISSION

1. Initial contzct with the _Econe;ic and Socic.l.__g_mn_m,i_s__s}_qg'__t‘g_x;

Ama and _the Paci"ic Q’:‘.SCAP)* B

My micsion ‘o ihe Lao People's Democratic Rapublic wae preceded by a vieit to
the Tncstey Division within ESTAP at Bangknk, so that I could aoquaint myzelf with

ESC/A2's incustrial rolivities in the oountry,

T 7:arned during my talks with responsible officials of ESCAP's Industry Division
and uith It + Tuny a member of the Mekong Cormittee, that apart from the regional
project for thn development of the Mekong Valley, which concerns Thailand,

Damacratic Yempuchea, Viet-i’am and the Lao People's Democratic Republio, ESCAP has hed
1o otler eoatelts with the last-menticned country siince +he new régime came to power
in Vienvia.e in Noveiber 1975. Mr. Abid Huscain, the Chief of the Industry Division,
eaid he thousht that the situation would perhrvs be clearer after my mission to the
Lao Peopla's Democratic Republic and rugges‘ed, for that reason, that I should stop
at Bouglok for an ex~hanga of views on my raturn from Vientiene.

2. Mogbing & the UNP Ofi.ce

On Wednesday, 9 larch 1977, Mr, Prederick Lyons, Offioer in Cherge of United Natioar
Prosrommes in the Lao People's Democratic Republic, had an initial diecussiod with me
¢uring which we roviewed UNIDO's progranme of technical assistance %o the country
(hoodwor"mg, agricultural tools end wooden profabricated bridges) and also the
progrirme of the International Labour Office for the production of ceramics at +he
arciconel level, The technical assistace that the Office is giving tke lac Peoplae's
Dexncratic Republic in *this area will perhaps be teken over by UNIDO whe:a the activities
recni the indnstriel stege,

re ILyvons informed me that the Lao Government was interested in preparctory
arsis’ianoe for the development of a textile irdustry, This would involve the services
oT au expert on A tio-month assignment to determine the types of textile units to be
established and the equipment required and to prepare the project dooument,
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In the area of regional co-operation, the Lao Government appears to be little
interested in regional projects with the exception of the project for the development
of the Mekong Valley (hydroelectric dam, navigation, rehoucing of the population, and
maintenance and rcpair of boats)., This ccafirms the information I received from the
Industry Division and from Mr. h. Tun of the lekong Committee during my visit to LSCAP
headquarters at Bangkok, For example, although the Government was contaoted on the
matter, the Lao People's Democratio Republic is not participating in the big regional
agricultural machinery project (Regional Network for Agrioultural Maohinery), in whioch
eight Asian oountries are involved and which has ité neadquarters at Manila in the
Philippines,

Regarding the purpose of my mission, I asked whether the authorities had any
specifio questions regarding the portfolio of projeot proposals prepared by UNIDO,
Mr, Lyons replied that the Lao officials apparently had no specific questions they
wished to raise, Rather, it had been the understanding of the Ministry of Industry
that I would be bringing with me an offer of financial assistance to help them carry
out their industrial prejeots, and that I would have some specific ideas to propose
to aid them in overcoming the problems the oountry faced because of its underdevelop-
ment and land-locked geographical position, Indeed, the Ministry was expecting that,
before I returned to Vienna, I would assist them in formulating and preparing the
doouments ooncerning projects selected for financing.

In my reply I pointed out the purely indicative character of UNIDO's project
proposals, which were based on availablc and often insuffioicnt data and some of whioh
had been eonstructed from scratech on the basis of no information at all, It was for
the Lao Government to study them in the light of ite owm priorities, Onoe the selec-
tions had been made, all sources could then be explored - the UNDP indicative planning
figure, the Special Industrial Services.(SIS) programme, the voluntary ocontributions
to UNIDO, the regular programmc and even bilateral aid, On this last point, I added
that UNIDC had already oontacted donor countries in an effort to find supplementary
sources of finanoing for the projects geleoted by a number of the least developed
oountries, The Organization was willing to continue these contacts on behalf of the
Lao People's Demooratio Republio, although it oould not guarantee the suocess of this
offort, Mr, Lyons noted that, .in this area, UNIDO's actions paralleled those of UNDP,




3. PFirst meeting at_the Ministry of Foreign Affairs

During this meeting, which was attended by representatives of the Minietries of
Planning and Industry, my first task was to banish the false hopes of the Lao authori-
ties that I was the bearer of glad tidings of financial assistance to help the Government
carry out its programme of national industrialization, I made it clear that the purpose
of my visit was to discuss with government officials the project proposals prepared

by UNIDO as part of the special measures of assistance to the least developed countries.,

I ncted that during the Lima Conference the delegations takins part had declared
that the least advanced, land-locked and island developing countries presented a set
cf problems wvhich required special measures il these countries were to attain an
acceptable level of economic devclopment. The Conference had called on the other
countries and the international orzanizations to mobilize a greater volume of resources
80 as to help this group of countries to solve their problemc of econamic development,
The Conference had also called for appropriate measures to be taken to establish a unit
within the Secretariat to deal with the special protlems of the lecast developed oocuntries.
As a direct consequence of that recommendation of the Lima Conference, the
Executive Director had set upy within the Secretariat, the Least Developed Countries
Section, with responsibility ror assisting in the formulation of policies and develop-
ment of projects designed to increase technical assistance to the least developed
cocuntries,

As a first stage, the Section had prepared, with the assistance of the various
specialized units at headquarters, a package of project proposals representing speoial
measures of ~ssistance to the least developed countries, including the Lao People's
Democratic Republic, Thaese project proposals were based on available and often in-
sufficient data, and some o them hal been formulated on the basie of no information
at all, acoount being taken of the special conditions of the countries conoerned., It
was for the Lao Government, therecfore, to study these proposals in the light of ite
real needs., The Government could modify them, replace come elements with other projeots

in which it was particularly interested, or aescept or reject the entire package,

With regard to the posesibilities for financing the projects selected, all souroes
of finanoing ~ the indicative planning figure, the SIS programme, UNIDO voluntary con—
tributions, the regular programme and, of course, bilateral assistance - could be
explored, On the subject of bilateral assistanoe, I stressed that UNIDO would make every




effort to submit the projecte selected to possible donors for their oonsidcration,
but it oould not guarantee that this effort would be successful, IIo'.~.reslr'ci-', ia order to
show that the role UNIDO would play in contaoting potential donors was not an un-
familiar one for the Organization, I mentioned as evidence ol UNIDO?c efforys in ilis
area some concrete examples of results already achieved on behall of the Lao Paople's
Democratic Republic, These weret
A brickworks feasibility study made possible through Chinese voluntar,
contributions:

A briokworks construction project which had been approved under Chircse
voluntary contributions, but the building=-site work for which was cwziting
confirmation by the Lao Government that it would delray the local costs;

A study regarding the production of prefabricated wooden wridges cnd the
imminent return of the UNINO expert to build the first pratctyps (according
to information received at the UNDP Office, the Government is secxing funds
to meke possible the serial production of these bridges);

The provision by the Government of Austria, through CARIT.S, of salt

dehydration equipment worth “300,000,

On the matter of the formulation and preparstion of project documeris, I indicated
that, if there was insufficient available expertise on the zpot, UNIDO would ecorsidar
sending out a specialist from headquarters or, failing that, using the 1°mited recomrces
available to recruit short—=term consultants to assist the Government in foraulating

and preparing the document:s concerning the projects selected.

Following my statement, lir, Oucone Voratanouvong, Assistant tc the Chiefl 'o-.“ the
Department cf International Orjanizations, expressed his pleasurne at my vicit and ot ths
olarifications I had given, The Lao People's Democratic Republic, he weut on, h-1 just
emerged from a lonz and destructive war., The assistance the cowitry had h=cn recriving
from abroad to support ite currency had been withdrawn. The United Natioas had now
olassified the country among the world’s poorest countries, and hi~ Goveinu~ne ass phed
that, It had already be un a programme of reoomstruction in which emphecis =3 piranc’
on the most productive sectors of the economy in an effort to make the country =r'f-
sufficient, The Lao People's Democratic Republic would welcome inteinational arsiusianes,
As to questions of detail, Hr., Oudone had instructod Mr, Phimmeha, Ascisbzut Dire-tor
of Industry and Crafts, to review with me UNIDO'e proposals anl th2 counicrpropn-~ls
of the lLao Government. Since hc was to be busy with a seminar during the next tuo drys,
Mr, Phimmaha deferred our first working meeting until londay, 14 March. He suggesicd
that meanwhile I might visit the sites of the UNIDO projects,
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Before the meeting ended, I spoke of the oonsultative meeting on bilateral and
multilateral technical assistance to be held in Vienna during the month of October 1977,
noting that UNIDO would defray the cxpenses of participation for one delegate to the
oonlultat;Ve meeting from each of the least developed oountries., Mr. Oudone said that
Vienna was too far away and that the question of the consultative meeting would be
taken up after the work on the projects under consideration hadl been completed, As it
seemed clear to me that the ilinister was more interested in concrete activities than in
oonference speeches, I considered that there would be little point in telling him of
the oonclusions of our last session of the Intergovernmental Expert Group Meeting on
the Industrialization of the Least Developed Countries held in Vienna from
15 to 24 November 1976.:/

4, Final working meeting and selection of priority projects

The working meeting took place, as scheduled, on Monday, 14 March, under the
ohairmanship of Mr. Thongsauk Vongkham, Director of Industry and Crafts, At the out-
set, before the individual examination of UNIDO?'s pro ject proposals and the Lao
Government's counterproposals, lir. Vonskham told me that, on the political plane, the

Lao Government had adopted the ideology of Marxism-Leninism and the goal of an eguitable
distribution of income among the population,

In the economio arena, lMr, Vonglcham continued, the Lao Government laid strese on
the developemnt of agriculture, the agro-industries, the rehabilitation of inductries
8o as to ‘ma‘ke them the ‘baéis for future developmeat, and the training of national
personnel with the teohnioal ekills needed to exploit the country's available natural

resouroes,

Mr. Vongkham said that following the end of the war, a year earlier, the Government
had had to face a number of problems in restarting the economy, The Government relied
on the assistance of friendly countries, though this assistance was not always in line
tith the oountry’s objectives. The Lao People's Democratio Republic was reoeiving aid
not only from the socialist countries but alsoe from other friendly nations and inter—

national orpganizetions.

./ During a working lunoh offered by the Resident Representative on the eve of my
doparfure from Vientiane, Mr. Oudone told me that he had, after all, raised with the
Minister of Industry the question of the participation of a Lao representative at the
meeting on bilateral anc multilatcral assistanoe referred to above, The Minister of
Industry agrees that the Lao People's Demooratic Republic chould be represented at this
meeting on condition that UNIDO is willing to defray the expenses of tio representatives,
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Before proceeding to the consideration of specific pro jeots, the Director of
Industry asked me what contribution UNIDO could make to the efforts of the Lao Govermment
in the light of the over-all situation he had just sketched for me. I replied that
UNIDO had the technical means to assist his country in the development of agro-

industries, the rehabilitation of existing factories and the training of national
technical personnel,

On the matter of training, Mr. Vongkham emphasized his country's need for assictance
in the advanced training of technicians, In view of the shortage of such trained
personnel, the Lao People's Democratic Republic also required assistance in providing
oourses leading to academic degrees, I replied that this latter area fell within the

purview of UNESCO, the Government itself or bilateral aid,

With regard to the financial aspects, I explained to lir, Vongkham the different
sources of financing available to UNIDO for assisting the poorest countries, and in
this connexion I stressed the importance of the contacts the Organization had already
made in order to locate new sources of funds, making it clear, however, that no guarantee
could be given that these contacts would prove successful,

Mr, Vongkham then asked his assistant, llr, Phimmaha, to present to me the

Government's priority projects,

5e Counterproposals of the Government

(a) Purnishing of additional equipment for the prgject for the produotion
of agricultural tools

Since this project is currently receiving UNDP/UNIDO assistance and a
three-ycar extension of its activities is provided for in the UNDP programme
proposals, I sugrested that this arsistance chould he continued, As

regards all the other equipment which the project would require and whose
provision was not covered by the project budget, I suggested that a list
inoludinz technical speoifications should be submittcd to UNIDO for
oonsideration,

(b) Strengthening of the integrated woodworking project through the provision
of a sawmill, a wood-drying kiln, a production unit and buildi.izs

This project is receiving UNDP/UNIDO technical assictance and its extension
for three years is among the UNDP proposals. In addition, Mr, F, Lyons, the
Offiocer in Charge of United Nations Programmee in the Lao People's Democratic
Republic, stated that & production unit would be furnished by UNDP and that
negotiations were under way with Japan on the supply of a second preduction
unit,

Conolusiont it was reoommended that this case should be re-examined in detail
and that, if appropriate, a list might be submitted to UNIDO oovering the
equipment items (and their speoifications) not provided for under the UNDP

and Japanese assistanoe,




(c) epsion of the plywood plangt thr the provision of a dr
anc a particle-boa roduction unit

It was proposed to await the findings of the Czeclioslovak firm POLYTECHNA,
whose team of six technicians was expected to arrive at Viemtiane on
16 March to study this sector.

(a) Copstruction of a cememt plant in the Lao People's Democratic Republic

at a 0%91 of S 3 million

The completion of this project is e:pected to require four years, proceeding
in two phasess

Phase 1t Limestone analyses and the furnishing of the analytical equipment
for a total value of (US 800,000,

Phase 2t Construction of the cement plant, involving the erection of the
buildings, furnishings and the installation of the production
equipment .
A feasibility study for this project has been carried out by the Asian Develoment
Bank, whose final report will be ready within a month.

In my reply I expressed doubt that UNIDO would be able to find a source prepared
to comtribute the §US 32 million required for this project. Nevertheless, I indicated
that, through the agency of its Investment Co-operative Programme Office, Horid Bank/
UNIDO Co-operative Programme, UNIDO would be able to assist the Lao Govermment in
1ocating an investor. In the evemt of success, the potemtial investor would have to

negotiate the operation with the Lac Government in the light of the country's inv'est—
ment code.

Mr. Lyons, the representative of the UNDYF Office, added that the Asian Development
Bank, which had carried out the feasibility study, should first be asked to go on to
the investment phase and that UNIDO should be comtacted only if the effort to work
through the Bank proved unsuccessful,

Conclusions the Lac Govermment accepted the second suggestion.
(e) Prospecting for anthracite coal deposits

This project was withdrawn immediately as being outside the competemce of
UNIDO.
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6, Projects selected from among those proposed by UNIDO

(a) Establishment of a community pilot centre for thc proceesing of foodstuffs
(more information is desired by the Lao euthorities),

(b) Establishment of a foodetuffe test and control laboratory,

(¢) Improved conservation of timbor in rural zones through the use of a
mobile oylinder for pressuriz:d impregmation,

(d) ECstablishment of a pilot printing shop.
(e) Establishment of standardized workshops,
(f) Finally, the Lao Government mentioned its need for training fellowships and
indicated a desire to learn what UNIDO could provide in this area,
I replied that, for training in!i~!:: that were in harmony with the objectives of
field projects under the indicative planning figure, the "fellowehips" component provided
for in the respective project dooumente was to be used, TFor training in other areas,

the financing would have to come from UNIDO's regular programme or from the SIS programme.

The Director of Industry then declared that all the projects selected during the
meeting would be submitted to the Political Bureau for its consideration. The projects
finally approved by the Politioal Bureau would be the subject of an official requeet to
UNIDO through the UNDP Resident Representative at Vientiane,

T« Other matters

In addition to the discussions on the project portfolio, the questions of recruit-
ment and of the brickworks construction project were raised during the meeting with the
Director of Industry,

On the subject of the recruitment of international experts I said that UNIDO was
prepared to do all it could to meet the wishes of the Lao Government, I'or its part, to
facilitate our task, the Lao Government should decide as soon as possible on the candi-
dacies of experts submitted to it.

The Director of Industry replied that the Lao Government would like to see the
experts' posts filled by technicians from the socialist countries, However, as it under-
stood that UNIDO recruited its experts internationally witlhout regard to the politioal
systeme of the oountries concerned, the Government had thought it desirable not to ex-

press its preferences on this matter in writing.

I replied that the Government was free to express prefcrences regarding the national
origin of the experts to be reoruited, but that it should specify suoh preferences
olearly in order that an effort might be made to satisfy its wishes, Otherwise, the

result would be a vicious oircle,




On the matter of the erection of the brickworks, for which the finanoing has bz~
approved by UNIDO from China's voluntary contributions, but on which work at the cou-
struction site cannot begin until the lao Government confirms its willingness to defray
the local costs, lir, Vongkham said that ths Government had s.ill to resolve the problems
conoerning local costs, the markets for the bricks to be produced and the system of roads,

I replied that the Government should in any case inform UNIDO of the preliminery
problems to be solved at the 1oocal level before the brickuorks could be built, If no
immediate solutions could be found for these problems, the execution of the projoct would
have to be put off until later so that, meanwhile, the funds that had been assigned to
it might be released for other purposes, '

Mr., Vongkham promised to take up the two points mentioned above in meetings of
higher-level bodies.

8. Exo of views, at DSCAP, Bangkok, with the agencies of the Unitcd Nations
volved in the assistance programme in the Lao People's Democratio Republio

En route to Vienna I stopped at Bangkol, Thailand, to inform the Industry Division
within ESCAP of the results of my discussions at Vientiane., Iir. Abid Husgsoin expressed
appreciation for the visit and said he would like to see the contact between UNIDO and
ESCAP maintained as regarde the following up of the projects selected by +he Lao
Government,

During my stoy at Bangkok the Industry Division arranged a me2ting with the
Interneticnal Trade Division, whioh has developed a programme of assistonce for the
least developed, 1.nd-locked and island ec miries, After br.ofing ihea on tue ob jrotives
and results of my mission to the Lao People's Democratic tepublic, T noted thatl my visit
to the International Trade Division was of a fact-finding nature, the purpose beinr to
aoquaint myself with the activities in which that Division was engaged in order to

determine possible areas of co-operation and avoid a duplication of effori,

The spokesmen for the Division told me that it was engaged in helping the least
developed oountries of the region tos

Expand their international trade;

Start key industries:

Establish transit and $ransport racilities;

Promote exports:

Find markets; e

Identify the products to be producec, putting the accent on products which combine
high value and low volume so as to avoid heavy transport and transit oostn;
Promote international trade and transport,

As far as the Loa People's Democratic Republic was ooncerned, th~ Divieion wag help-
ing to facilitate the movement of goods bound for Laos at the port of Bangkok and *o im--
prove the possibilities for the transit of goods between Bangkok and Vientir-e,




). Senslusien
My mission to the Lao People's Demooratic Republic was very productive. It

allowed me to get .0 know the requirements and priorities ef the Lao Government in
the area of tachnical assistance.

During my discussions with Lao authorities, I deduced that, in the area of tech-
nical assistance, the Covernment prefers, as far as possible, equipment, turn-key
industries, grants in aid to enable it to oarry out its projects and training
opportunities for Lao nationals at all levels. In view of the inoreased needs of the
Lao People's Demooratic Republic for assistance as it strives to reconstruct its
economy after a long war of liberation, I recommend that UNIDO should take whatever
preliminary steps are necessary to find sources of financing for the projects selected
under the heading of the country's industrial development effort.

III. PERSONS CONTACTED

UNRE, Visntiane kr. R. Reifenrath, UNDP Resident Representative
in the Lao People's Democratic Republic

Mr. F. lyons, Officer in Charge of the United Nation-~
Programme in the Lao People's Demooratic Republic

1ae_Sovermmants Visatisae First neeting
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of the Department of International Organizations,
Ministry of Foreign iAffairs
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of International Organizations, Ministry of Foreign
Affairs

Mr. Soukhala, Chief of the Bureau of Economic Affairs,
Department of International Organizations, Ministry
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lMr. Bounleuang Chindavona, Ministry of Planning
and Co-operation

Fr. Phimmaha Panyanouvong, Directorate of Industry
and Crafts, Division of Flanning, Ministry of
Industry and Commerce
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Mr. Thongsauk Vongikham, Director of Industry and
Crafts
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Industry and Commerce
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Mr. Haq, Hegional iAdviser
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