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Part one
REPOR'> OF THZ MEETING

INRUDUCTION

The Intergovermmental Fxpert Group Meeting on the Industrialisation of the
Least Developed Countries {LL{3) was convened by the United Nations Industrial
Development Organization (UNIDO) at Vienna from 15 to 24 November 1376.

The Meeting was attended by 26 representatives from 20 LICs, represents-
tives of the Food and Agricultire Organization of the United Nations (FAO), the
United Natios Conference on Trade anc Development {UNCTAD),the UNCTAD/GATT
International Trade Centre (177}, the Tnternational Labour Organisation (ILO),
the Economic and Social Commission for Asia and the Pacific (ESCAFP), the
Economic Commission for Africa (ECA), ataff members and two consultants of UNIDO,
The last part of the Neeting was attended by representatives of financial insti-

/
tutiona and of Tovernments engaged in aid programmes .l'

In his opening address, E. Napoliello, speaking on behalf of the Executive
Director of UNIDO recalled that at tne Second General Conference of UNIDC held
at Lima in 1975 the developing ccuntries had affirmed their conviction of the
role of industry as a dynamic instrument of growth of the developing countries,
and particularly of the least developed countries. Within the framework of the
objectives of the Lima Declaration and lan of Action, it was necessary to re-
view the peculiar conditions of the LDCs, especially in view of the goal that
the share of the developing countries in world industrial production be raised
to at least 25 per cent by the year 2000,

Special emphasis should be placed on their development and a concerted en-
deavour should be made to give a powerful impetus to their progress, since these

countries, 17 of which are land-locked, faced problems that distinguished them
from other developing countries.

In response to the recommendations of the Second General Conference of
UNIDO and of the General Asssutly at its seventh special session (reeolution
3362 (S-VII)), special machinery was created within UNIDO to take care of
the need of the least developed countries for special assistance. The Least

1/ Te list of participants appears in UNIDO dooument IDMG.234 /6 Rev.2.
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Developed flountries Nection in the Divisian of I'nlicy (‘v-ordination serves as

a focal point of poliries, strateries and mcasures relating to the LDCa,

In hig introductory remarks Kamal Abhmed, Acting Chief of the Least
Developed Countries Sectinn, reviewed somc of Lhe activities of the Section.
The Section had made a number of propounals covering different industrial sec-
tors and had combined ihem in a portfolio of projects which had been forwarded
to the countries concerned. In collaboration with other sections of UNIDO it
had been engaged in mobiljzing resources from bilateral and multilateral donors
outgide the United Nations oystem. An interdivisional task force had prepared
a working paper containing the broad lines of the policy and activities of
UNIDO for these countries. ‘he Section had also proposed to a number of coun~

a programme for surveying the technical assistance needs for rehabilita~
tion and optimum utilization of existing industrial capacities. Another pro~
gramme had Leen suggesled that was designed to update feastbility studies and to
present them 1n a bankahle form to potential iuvestors. 'The Section had estab-
lished contacts with UNCIAD, [L1) and *A) with a view to 1dentifying areas for

joint action.

A special on-goiny proegramme had been i1ntroduced for iand-locked and island
developing countries. '"he Jection was also actively engaged in follow-up action
by way of feasibility studies, pilot demonsiration plants »1d other projects in

the Sudano-Sahelian /one, where five of seven countries are LI(s.
L]

The Fxpert Group Meetings elected Made-ul-Haq( Rangladesh) as its Chairman.
The two Vice-Chairmen were respectively A.med Sheikh Isua (Comalia) and
Fvariste Ncabugufi (lurundi). A. N. Singh 'Thapa (Nepal) was elected Rapporteur
and P, Makhetha (Lesotho) Alternate Rapporteur,

The Agenda of the Meeting appears as annex [, [t was approved and adopted
with the amendment that the rcountry papers migh! be presented individually by
the delegates.

The following documents were distributed for consideration by the Meetings

"Special problems facing least developed countries in promoting
industrial development: actions and special measures required
to meet the needs for ncnelerating their industrialisation",
working paper prepared by N. Tandon and B. Tom&, UNIDO consul-
tants (1DMG.234/2)

"Formulation of policy and special measures i1n favour of the
least developed, land-locked and island developing countries",
working paper prepared by the UNTDO secretariat (UNIDO/OED.17/Rev.1)

“"How to assist the LD's in designing national policies and
strategies and effective plans for utilizing more fully their
domestic resources for self-sustaining growth and diversification",
paper prepared by Lhe INIDU gecretariat (IDMG.234/1)
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"Integrated development of food and apricul tural products conser-
vation and processing industries in least developed countries",
paper prepared by I'A0 (AGS:MIS/76/7)

Country papers submitted by the participantis from 1.8

At the conclusion of the Meeting the participants from the LDCs and from
the United Nations agencies recommended that such a dialogue with the LD!s should
become a repular and continuous feature and that similar meetinge should be organi-
ged by UNII¥) and other United Nations agencies al least once a year., It waﬁ sug-

gested that Lhese meéhngs should be held, where possible, in the LiXs,

1. OPECIAL PROBLEMS FACING LEFAST DFVELOPED COUNTHIFES (N PROMOTING
INDUSTRIAL DEVELOUMENT; WAYS AND MEANG OF OVERCOMING .
VARTOUS OBSTACHLES "0 THETR INDUSTRIALIZA'TTON

Discussions on this item were based on Lhe working paper prepared by the
UNTDO consultants, which was adopted by the Fxpert Group MeelLinys Aas nn intagral
part of this report (see annex /1) and on country papers presented by the parti-

cipantg from I,D's (summarized in part two).

The Meeting viewed with concern the fact that the economic situation of the
LDCs had not improved 1n recent years, that it had in fact become worse with a
fow exceplions. Nine of the LNIUs showed negative rates of growth, the rate of
real GDI' originating in manufacturing had declined and projections for the futn--
based on the ascumption of a contimiing prowth rate, presented a far from cheer-
ful picture. '"The handiceps arising from the historical inheritance of a cdlonial
past, the land-locked position of 17 of the LD‘s, low rates of literacy, weak
capital bases, unemployment, resource raps and inadequate educational systems
called for special and unconventinnal measures of assistance., I{ was felt most
important Lo make a sustained multidisciplinary attempt to ensure the speedy

industrial development of these countries.

A basic point emerging clearly from the discussions was that the LDCs were
determined to become self-reliant. 'They have been making an attempt to utilise
their natural resourcres and endowments, to reduce their dependence on imports of
food, consumer articles and manufactures, and to mobilize their internal resour-
cee, It was felt, however, that their difficulties and handicaps were so over-
powerin~ and acute that they could not achieve the objective of industrial develop-
ment without a maseive and continuous flow of financial and technical asgistance
that would be speedy and effective,
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Another important point brought into clear focus was that the LDis had a

definite perception of the broad priorities and of the basic policy directions
to be pursued. Thus, it was observed that th: national plans gave priority to
agriculture, infrastructure and industry. ‘The importance of basic industries
Was recognized as wat the need for dispersal, decentralized growth, labour-
intensive technolonies, small-sized 1ndugtries, village industries and handi-
crafts. National plans had, however, suffered from shortfalls, and policy
goals had not been realized in the ahsence of a comprehensive strategy and a
package of measures. Among the reasons for the lack of a co-ordinated effort
were the absence of a nucleus of multidisciplinary expertise and an effective
executive agency, the lack of an assured flow of financial and technical assisg-
tance, insufficient co-ordination between various government agencies,and hesi-

tation to provide one input without a reasonable hope that other inputs would
be forthcoming.

Some of the basin components of an integrated and comprehensive appreach

to industrialization that were discussed are summarized in the following sections.

Investment policy

‘The Fxpert GCroup felt that the role of foreign investment should be clearly
delineated. When the industry was of a basic or priority nature and when finance
and indigenous capability were lacking, foreign investment might be welcomed and
indeed an attempt should be made to attract it, Similarly, the national private
sector should know where it stood in the national scheme and in what way it might
aspire to participate. Policy could be defined to cover the area of investment,

the manner of participation and other terms and conditions of collaboration.

Hole of small-scale industries and handicrafts

The Expert Group considered that industrialization must follow an integrated
pattern in which units of different lypes and scales had to play a part. While
it was of crucial inportance to develop basic and large-scale industries, the pro-
motion and development of small-scale units and handicrafts also deserved parti-
cular attention., 'he reasons for Fiving special assistance to these sectors vere
twofold. Wirst, the small-scale sector provided excellent answers to some of the
problems of LIN's since it helped to penerate employment, providing non-farm oppor-
tunities, promoting growth on a decentraligzed basis, upgrading skills and fostering
entrepreneurial ability. Secondly, small-scale investors and artisans suffered
from special handicaps and deserved special encouragement. Tt was therefore thought
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necessary to define the small-scale sector in each couniry with the specific ob-
Ject of providing special assistance to it. In doing sc, 1t would be better to
establish a ceil 1g to ve based on the amiunt of capital ir-rested in fixed assets
rather than on the number o: worxers employed, in view of tne general shortage of
capital and surplus of labour. There was also a need to define handicrafts separa-
tely so that special measures of ascistance could be provided to that sector.

A deceniralized network of extension services was needed which sould assess
the prospects of industr:es; select a location; estimate capital requirements and
potential markets; provide guidance on the choice of raw materials and machinery
and on management including finance, production planmng and marketing; and give
individual counselling to factories. A good part of this service could be pro-
vided by industrial service institutes which could he set up in different parts
of a country. It might be advisable to integrate credit with technical assistance
by ensuring that the extension agency should be in direct touch with the develop-
ment bank or commercial banks. In the case of very amall operations, the exten-

sion agency itself might give financial assistance spsedily to small-scale units.

It was thought essential to identify promising product lines and to prepare

project profiles. A few items might even be reserved for the small-scale sector.

The Expert Group alazoc emphasized the need for complementarity between large-
scale and small-scale units by promoting the growth of ancillary units.

It was important to organize external markets for traditional crafte. UNIDO,
in close co-operation with other United sations agencies, wshould play an important
role in this activity, which was considered specifically applicable to land-locked
ocountries because such prodiucts usually have . high value and ' >w volume. The

development of entrepreneurship should be given special attention.

Rural industries projects

The Expert Croup felt ihat the links between the small-scale sector and the
rural economy needed tc be strengthenec and that 1t would be advisable to set up
intensive projects in rural areas based on two important factors, namely:

‘(&) local resources, both human and materisl and (b) local needs, with the ob-

Jject of converting the present purely agricultural communities into agro-industrial
commnities and of attaining an even spread of industries throughout the country-

side with a significant stiress on non-farm opportunities. It might be best to

locate these projects where a considerable effort in agriculiure was being organ-

iged and where power was available, or in areas where large industrial uni‘s wers
being set up. It would be important to easure that credit, technical and manage~

ment assistance, factory sheds and training be available for this extensioa programme .
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varasbatal agtitutions

The Meeting considered that the L)'s would be greatly helped in their pro-
grammes if they could sel up parastatal iaslitutions for carrying out a nmamber
of artivities. 'The insbtitutions should have the flexitility, autonomy and effec-
tiveness of commercial organizationu and be orieated towards promotion and de-
velopment. ‘The corporations ronld undertake the following activities:
() Comstruction of industrial estales;
(b) Procurement and supply of machinery on a hire-purchase basi s}

(cU 'rocurement and suppiy of raw materials and ancillary items to
industry;

(d) Marketing of industrial projectu;

(e\ Direct equity participation in ventures.

Substantial reduciions in the i1n1tial margin money required for investment
could be brought about 1t a scheme of hire-purchase operationsg for machinery and
equipment, especiilly 1n the case of umall and medium-scale industries, were im-
plemented. Machinery and equipment ~ould be prosured and supplied by the para-
statal corporation nn a down payment ot about 5 per cent; if the remaining sum
of money could he repaid over a perind nof seven or eight years, a radical change
could be brought about 1n the investment climate. It was Lherefore considered

advisable for parastatal i1nstitutions to conduct these operations.

The estlablishment nf such corporations might need substantial external
agsistance including grants snd credit li11es, !t would therefore he best to
ensure thal assistance be made available mainly 1n the form of grants ratlher
than crediis, since, despite the best intentions of the countries concerned,
not much progress had been made because of shortage of funds. An interagency

offort might be necessary for the purpose.

'losser agso-ialion with banks

The Meeting considered it imperative that the exerutive arm of the Ministry
of Tndustry and the extension network at its ~ommand have a close asgociation
with development banks, commercial banks and other financial institutions. The
staff promoting industrial enterprise, on the one hand, should be able to assist
the borrower in presenting applications for loans in a form that would be accep-
table to a bank and, on the other, should be able to explain Lhe case to the

bank in an effective manner.
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It was aleo recommended that !INID) agsist the LUCg in retting loans from
international banking and financial 1nstitutions and in ensuring that these loans

be sanctioned with far leus delay and romplicated procedures than at present .

Lrout b guaranucee gohedo

The Fxpert Group considered 1l advisahle that 1.D's ensure that the lending
policies of rommercial banks should be much more pnsitive and dynamic., This
oould be achieved by introducing a scheme of credit guarantees that could be
administered by the central bank of the country on behalf of the (overnment.

In other words, the central bank could become a guarantor. Commercial banks
should participate in the scheme and should pay 1/10th of 1‘per cent per annum
to the centrsl bank on the amount sanctioiied or outstanding. The money thus
deposited could be placed in reserve with the central bank, thereby under~
writing about 79 per cent of the risk,

i'hysical infrastructure support

An imperative of any policy of i1ndustrialization of the L.)s would be the
availability of physical i1nfrastructure. ‘he best sirategy would be to identify
potential rentres of growth on the basis of techni-economic and social criteria.
If basir infrastricture existed at any of these centres, it would be bes!{ to
concentrate on them. !t might be advisable i1n the second phase to turn Lo centrea
of potential pgrowth where physical 1nfragiructure was lacking and to sel up rural
industrial projecis and general industrial complexos 1ncluding 1ndustrial estates
and other farilities. "These rentres woul. require a great .mount of physical
infrastructure supportj and for this, substantia. help and assistance would be

necessary from external sources.

Where an outstanding natural endowment or resource was available 1n a country
and when a project based on ii was technically feasible but not economically viabla
in the absence of physical infrastructure, the normal standards ot evaluating the
vorthiness of the project should be relaxed. It was most importanl to ensure in
such circumstances that erternal assistance should become available through inter-
national agencies. It would not be right to evaluate the worthiness of the pro ject
only on the basis of what might be avuilable at site, in disregard of the composite
packags of advantages flowing from it and of the fact that the entire economy and
sooiety would benefit from it, Actua! instances of financial support from aid
agencies for the developmont of infrastructure needed to be greatly inoreased.

In oountrieu where hydroolectric potential was available special measures of
assistance would be required, uspecially when the country concerned was land-locked,
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The Fxpert Group thought 1t would be most important to study the subject in
a comprehensive manner and to prepare master plans for infrastructure support.

Fxpertise should be provided by international agencies in i1dentifying infrastruc-

I
:

ture needs. 1In addition, programmes ol infrastructure support ought to be co-

ordinated at the regional level,

The land-locked and i1sland developing countries should be given special en-

couragement and support in developing infrastructure.

Organizational and insiitutional suppori

The Meeting agreed that the execuling agencies in the LDCs should be strong

and effective. 1t was most important to ensure that the Ministry of Industry

should have qualified staff with a tenhno-cconcmic background. Similarly, the

Ministry of Tnduslry should be supported by a strong executive arm with a de—

i

centralized extension network 1n order tn make a serious attempt to provide tech-

nical and management counseliing and to motivate enterprise at the doorstep, as

% it were.

The LIx's should be provided with a strong nucleus of multidisciplinary
expertise to assist them in policy formulation, 1n building up information sye~
tems, in carrying out economic surveys and studies of industrial prospects for
products, 1n preparing project profiles and in carrying out pre~feasibility and
feasibility studies, in advising fiovernments as to the iype of machinery avail-
£ able the world over etr. ''his assistance was needed for a period of at least

five years.

Tt was most important for UN1DV to help the LDCs by providing regular long-
term projects for industrial-extension support services which ghould have the
b following objectives:

i (a) T evolve a policy and strategy for the development of industries
. in both urban and rural areas;

(b)Y 7o organize a programme of industrial support services which would
include building information systems and carrying out project identification
and feasibility studies;

(c) To help organize a technical and management exiension service;

(d) To establish an effective link between the extension service and
the banking institutions of the country;

(e) To help in operating industrial service centres, common facility
services and mechanical workshops in industrial estates;

(f) ‘'lo organize and operate a network of rural industrial services
through projects for rural industries which might include service workshops;

(g) "o train national officials who would be able to carry on a support
services programme.

™ — .
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Standardization and qualitly control

The need for standardizatinn and quality control was considered to be of
overriding importance and i: was urged that substantial external assistance be
given in this a1 ere. 7Tt waz, however, oansidered advisat & to ensure that, in
the initial stages, the s‘andaras should not be 8o stringent as to stifle pro=-

v duction. The quality of indigenons raw materials would also have to be taken
into account. "he standards for internal consumption might therefore not be as
high as those for export. ['he interest of ihe consumer might, however, have to

e be kept in view at ail times. it wouid be important to ensure Lhat testing

'%f centres be set up specifically for smail-scale industries; they should not

5; simply advise wheiher a particular project was up to the reguisite standard, but

‘ they should explein what really went wrong with the manufa:turing process and -

what should be done to correct the fault. —

Other insgtitutions

Recommendations were made for the establishment of certain institutions on

& regiopal basis, as follows:

Fxtension training institutes for groups of countries covering a
number of areas such as scientific demand analysis, principles of
£ T productivity and preparation of feasioility reports. These insti~
tutes could also help in entrepreneurial development

institutions concentrating on the adaptation and development of
technology evolved in other countries, especially developing
countries

Institutcs for tool design and me.ufacturs

It was considered advisable to keep the LDCs informed of the existence of
this type of institute ali over tn? world in order to enable them to utilisge
their facilities. For example, the experience of the East African Community,
which had set up specialited institutes in each of its member couniries catering
to their specific nseds, could bemsfit other LIDCs.

In countries where there were an especially large number of persons to be
trained, national institutions might be used for the purpose.

Feasibility studiep

The Expert Group felt that the indigenous capability of the countries to‘ |

prepare feasidility studies needed to be strengthened. This could be dono,'ggi!:
aliss Yy building up information systems and acquiring statistics; by undertaking




pre-feasibility studies; and by providing industrial Buppnrt services projecis,

Tt was most importiant to ensure the associalion of local personnel with Lhe pre—

RO T

paration and evaluation of feasibilitly studies.

"here was a compaliing need Lo provide substantial financial assislance on
A grant basie to the L0's 1n order Lo enable Laem to contract for a large number
; of feasibil ity studies with Firms ol repute. Feagibiliby studies should be en~
‘ truslted to firms with actnal manufacturing experience related Lo 1ncal needs and
with a practical as distinat from an academic approach. Agsistance of Lhis kind

needed Lo be preatly expanded,

There was aluo need for a link to be established between the preparation of

feasibilily studies and their anrtual impl ementation, by comhining technical agsis-

tance with financial assistance. 'This link could he made by associating finan-

&
]
g
E

cial institutions at an early stage of the preparation of a feasibility study.

Tt was important that IINIDO build up docvimentation on firms interested in spe~

cific projectis in the Lis, including, where required, the preparation of feasi-
g bility studies. UNITO) had an increasing role to play 1n preparing and updiating

feasibilily studies and 1n securing investment promotion related to the various
industrial projects to he implemented in the LDCs. 1t was also considered ad-
vigable that UNIIO prepare and supply Lo the L.Dts standardized Lechnical co=0peration
agreements for different kinds of projects and that 1t render the necessary Aad-

visory services.

One of tne ' 0's had established, wi h the assistance of the World Hank, a
special unit which had worked oul Lhe terms of reference for a feasi bility study
and had ensured on its completion that 1\ was in ronformity with those terms of
reference. ‘the kxpert Group felt Lhal it would be a rond idea to sel up similar

units in other g,

Agsistance to oxis‘uqﬂ industiries

The Fxpert Group urged that expertise should he provided for ensuring better

utilisation of existing industirial capacities in Lhe I.D(s sinne the problem of

underutiligation of smch capacities was acute in many of these countries. 0On the
other hand, it was recommended that the problems of dislocation caused by the with-
drawal of foreigners should be solved by a specially tailored programme of manage-
ment and technical assistance to benefit the LDCsg facing such problems.




‘urnkey projects

'he Fxpert Group considered it advisable Lhal HNID accumulate documentation
on firms interested in furnkey projects, especially from developing countiries, for
both large-scale and small-scale operat. ng. ‘The turnkey nroject could be a pack-
age consisting of Lhe following components:

(a) Gelection of established manufacturerss

(b) IPreparation of a feasibility report;

(e¢) Supply of know-how and other details inecluding drd.wingl;

(d) ‘*raining of technicians and workers;

(e) 1nstallation of machineryj

(f) Solving for a given period any bottle-necks during production.

Such a turnkey project might also be vuitable for small-scale industries.

urnkey projecls should be examined in their totality, that 18 inclusive of
the cost, and they should be adapted in a manner thal could involve local partici-
pation as far as possible. Il should be ensured Lhal paténtn and royalties on
ﬁnchinery and production processes should not resilt in an exploitation of the
I.LDCs. "he United Nations agencies should work out a formal whereby the interest
of the LLDUs rould be upheld in Lhis respect, tHowever, some reaservalions were
expresped:

(n) 'urnkey projects did not always help the development of local exper—
tise} it would therefore be imporiant to make sure that this aspect should not
be neglected;

(n) Weh projects being in rerlain cages very rostly, it would be neces-
sary lo keep the costs downj

(¢) "urnkey rontractcwa had been known to supply second-hand machinery,
pretiily painted, 'This problem had been identified only afterwards when nothing
could have been done about 1t. Moreover, in many cases no propsr provisions had
been made for training personnal, {or securing spare parls etc,

1t was mogt important to raise the competence of the country i1tself to de-
cide what kind of turnkey projecrts il wanted., [f the country lacked such compe-
tence, the international agencies could assist it bolh in acquiring competence
‘apd confidence and in actually negotiatling specific projecis, [t was sugpested
thai the iovernmenile themselves shonld introduce clauses that they would like
included in turnkey contrarts, thereby eliminating some of the dangers that had.

been experienced in such operations.

'"he Fxpert firoup emphasirved that UNIIX?, UNCTAD and other agencies concerned
“should help the .o in framing special contracts nnd: in building up the inetitu-
tional machinery enabling them Lo afialyse and nepotiale luirnkey projects. in -
addition, dooumentiation an the mbjact needed to be built wp by the agencies ron-
cerned and placed al the dispoeal nf the LIX's.
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Fxport assistance

Tt was emphasized at the Meeting that an interesting and useful way of assis-
ting the L.0DCs conld be inteprated assistance projects which offered a package in
response to a number of related needs. It would be useful if these efforts could
lead to multidisciplinary assistance projects with the increasing participation of
UNID) and other ilnited Nationan a;encies, Chort-term advisory and programming mis—
sions might be undertaken jointly by UNIDU and 170 to study markets for industrial
products and to promote sales. Other observations and suggestinons were:

(a) "hat the emphasis in export promotinn assistance should be on particu-
lar producis that a particular country could produce;

(b) 'That because the main source of foreign exchange of the LDs was pri-
mary commodities and raw materials, assistance was greatly needed in processing
these raw materials and in the expori promotion of semi-finished or finished pro-
ducts, in order to bring the maximum benefit to the countries concerned;

(c) ‘That the United Nations agencies concerned should collect and dissemi-
nate information on foreign markets in respect of industrial products available
for exportation from the Ll(s.

Manpower development

‘The Fxpert Group felt that a massive programme of educational development was
necessary. 'here was need for introducing elements of vocational and technical
training and the culture of work into the educational system. 'There was need, in
terms of a short-term perspective, for a programme of both management and technical
training designe? for industry which would harmonize with “he over-all objectives
of national development plans. In many LDCs, the first step would be to survey
the present and future needs and to work out a plan of assiatance. ILOANIDOANESGO

Jjoint missions might be necessary to identify various needs.

The Fxpert Group also felt that [LO might have to place special emphasis in

its programmes of assistance on this particular area.

The direct and immediate needs for training in the industrial sector were
further discussed and it was agreed that priorities for assistance were in manage—
ment and in technical and vooational training. In the field of management there
could be: in-plant training, training of trainers, training in management techni-
ques for small enterprises, on-the-job training, and special training for the
management of mixed and public enterprises. Vocational training could take the
form of apprenticeship, upgrading skills, and training of foremen. 'he need for
training middle-level technicians was also emphasized.

‘The Mxpert Croup agreed that the needs of the LI's were of a special nature

and that therefore a concrete outline of training systems would have to be developed



specifically for these countries. Such training programmes could be specialized
courses abroad, in particular in developing countries; mobile training courses in
the LICs; the esiablishment of suitabnle educational and training institutions etc.
The need was also stressed for estimating the different cat- -ories of personnel

required by industry in the Long Lerm,

Recommendations made by the Ixpzrt Sroup on this subject were:

(a) 7hat the TLC vocational training should be of the highest standard
and that there should not be recourse to intermediate bridging operations;

(b) That the assistance of UNID) should ve more effective and that new
measures should be introduced to improve the existing system, in particular, the
development of specialized iralning courses geared to the needs of the LDCs. It
might be a good idea if the LDz were to introduce a new scheme for an in-plant
training co-ordinator to be in constant touch with the industries within a given
country. The co-ordinator might receive requests from these industries for gui-
dance on the kind of training needed in various factories. When such a request
was received through the co-ordinator, an expert for :she specific job would be
sent to the field;

(¢} That local universities should play a meaningful role by not cenfining
themselves just to academic sindies but by givang practical training and providing
consultancy services., UNIDJ in co-operation with nther United Nations agencies
could aid these universities in developing such programmes;

(d) That when a degree was a prerequisite for a certain kind of in-plant
training, arrangements snould be made in co-ordination with UNESCO tn provide the
necessary educational farilities for obtaining such a degree;

(e) That the United Nations University should play an increasing role in
providing training to trainers, especialiy within the context of the World Food
Programme, and the programme of social and economic development and in the utili-
zation of raw material resources;

(f) That 2 great deal of attentior should be devoted to the establishment
of an institutional framework. It would be necessary to identify the types of
institutions required and to provide them with the necessary assistance;

(g) That the greatest emphasis ahould be on building local exjertise, so
that when an expatiriate expert left there would not be a vacuum;

(h) That successful enterprises the world over should be utiliged for
imparting training to people from the LDCs;

(i) That UNIDO in co-operation with other United Nations agencies should
offer a package training programme from the pPlanner to the personnel operating
the plant., 'his training would have to be multidigsciplinary and cover the seleo-
tion and testing of raw materials, packaging, handling and transportation, apart
from manufacturing and processing; '

(§) That the experience of developing countries, being of apecial relevance
to the needs and circumstances of the LDCs, should be further explored and utilised,
Preference should therefore be given to training facilities available in developing
countries and to trainers from these countries;

(k) That in view of the shortage of qualified accountants and experts in
cost calculation, special attention might have to be given to trairing accountants
and to instituting accounting systems in the LICs;

() That training should become an integral part of each industrial pro-
Ject and that the training programmes should not be subject to the.occasional
financial difficulties facing the United Nations system;




(m) That there was a need to set up regional training centres Lo cover
areas of common interest for a certain number of LDs,

Prime-mover indusiries

The Fxpert Croup emphasized strongly that the I,DCs might select for intensive
development certain industries based on local resources which have a propulsive
effect on different sectors of the economy. This concept would be a powerful in-
strument of change and would be particularly effective in bringing about an over-
all regional development. The objertive should be to identify and develop inten-
sively a ceniral innovative activity with possibilities of rapid development znd
of stimulating a number of related activities. It was considered most important
for UNIDO in co-operation with other agencies Lo help these countries identify
and establish industries with rich local endowmen. which could provide an impetus
for the diversified development of the national economy. It might be necessary
to launch a programme for identifying industries that could play the role of prime
mover for earh country and to undertake field missions to determine the availability
of infrasiructural, organizational and managerial skill, marketing and other in-
puts that would strengthen the proposed concept and ensure its success. UNIDO
was urged to work out a model and to implement the idea by making available the

necessary inputs in each rountry,

Technical cn-operalion amonr developing countries

The iden of increasing co-operation among developing countries with the
specific object o helping the LD's in fu filling their asp:rations for indus-
trial development was stressed. I\ wns recommended that an earnest endeavour
be made to promote a consortium of developing countries which had already made
ronsiderable progress in evolving indigenous rapability expressly to assist
the LDCs. The congortium could be a regular forum for a sustained and co-
operative endeavour and would be a mymbol of solidarity and mutual respect and
concern among the developing countries. It would, however, be important to
ensure that financial assistance from international resources be available.

The consortium could help the Lo with technological research, pilot demon-

stration plants and the location of suitable parties for turnkey projects. It
might also be possible in some instances for the consortium to help the LDCs
in oreating their own plants,

fonsul tancy organizations in the developing countries might carry out pre-
feasibility and feasibility studies at no cost for LDCs provided some costis,

aich as the costs for international travel and subsistance allowances for em-
perts, were met by international agencies.

o, e
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An aren in which w:ch assiatance conld be particularly useful would be
training. Gome developinyr countries would be ahle to arrange training at their
extension traiming inilituten and similar 1ngtitutions and mght even arrange

cources specificnlly desipned for Lthe 1DCs,

It was aupprsled at the Meating tha' »n order to i1mplement this scheme suc-
cessfully, the developing rcunl, .es had . rely more on each other and not Lo
look to the deveioped countries f'or new and innovative i1deas. Moreover, there
should be standnrdization of equipment and facilities within the developing

conntries 80 Lhat problans of spare parte and maintenance could be overcome.

It was also recommended that denign facilities be set up on a repianal
L~rgin initially for the production of simple machinery. UNIDO and other agencies
could asgist in slrensthening exi18ting regionnl and nntional 1netitutions that
vare engaged in the transfer of technology hefore considering the creation of

ned similar insetitutions in the developing countries, including the {.D¢s,

The FORMULATTON OF CONCERPRD ACPION AND SIPRCIAL MPASURES MO
MEET "Ml NREEDS OF THE LFAST DEVELOPED COUNTRIFS
FOR ACCRLERATING MHFETIR TNDUSTRTIALTZATTON

Inder this agenda item the Fxpert Group considered policy recommendations
nxd procedures Lo be followed by UNID) 1n co-operation with other United Natione
agencies in providing technical assigtance Lo the LD's, 'The discussion was
tased on the working paper prepared by the INITX) secretariat, "tormulation of
policy and special moasures in favour of the least developed, land-locked and
island developin, countrieus" (II':70)/0ED,17 /lev.1). ‘The papcr was adopted, wilh
some changes, as an integral part of this report (see annex 111). 'The main
emphagis of the debate was placed on new approaches in solving the specific pro=
blems of these rountries which would pgo beyond the conventional procedures and
practices. Meation was made of the ro-operation between UNIDO and UNCTAD and of
the resolutions of !INCIAD TV in support of an increasge in the flow of resources
to the LDs, It was pointed out that a number of the I,N's rece‘ved much less
‘than the others in assistance becauge they did not bhelong to a specific poliiioal
Frouping or olher sphere of nssistance. A tarpget was needed for ’.e equitahle
distribution of resources. It was also suggested Lhal there should be pgreater
flexibility in Lhe pattern of United Nations assistance. |L should not be nome
partmentalised with certain proportions aseigned to particular componente: so
mich for personnel, eo much for equipment and wo forthj countriss should have
greater loverage in varying the proportions.
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Technical assistange

In reviewing and adopting the 3uggestions and recommendations contained in
the working paper mentioned above, partinular emphasis was given the following:

(a) With regard to consultative and ddministrative measures, an addi-
tional recommendation was endorsed where y UNIDO was requec'ed to formulate and
implement, in co-operation with other agencies, special programmes of technical
assistance to LDCs concerning the examination of patent rights, royalties, nego-
tiation of contracts etc, in projects involving foreign investment;

(b) The need for assistance in promoting integrated development for
which suggestions were made concerning:

(1) 1Identification and promotion of industries that provide linkages
with other sectors of the economy, particularly with agriculture

(ii) Setting up labour~intensive industries, particularly in countries
having a huge population and a large number of unemployed

(iii) Formulation and implementation of integrated rural development
: programmes

(iv) Development of local expertise;

(c¢) The quality of UNIDO assistance to the LDCs needed considerable
; improvement to meet their real needs for sustained industrial growth and diver-
¥ sification and to encourage self-reliance;

(a) Concerning financial measures, the Ixpert Group agreed on the
following:

(i) Financial assistance from bilaterial or multilateral finanoial
agencies should preferably be in the form of grants, and if loans
are sanctioned, their terms should be highly concessionary

(11) The terms and conditions of techmical assistance should be im-
. proved to meet the actual needs of the recipient LDCs; UNIDO
should discontinue its present practine of sticking to a set
pattern of technical assistance

(11i) Thc implementation of fGene. il Assembly resolu.ion 3362 (S-VIT)
relating to the establishment of the Industrial Development Fund
gshould be accelerated and it should be ensured that 75 per cent
of the resources available under this Fund be earmarked for the
LDCs

(iv) he allocation designated for LICs under the SIS Programme and
the UNIDO Regular Programme of technical assistance should be
recongidered and considerably increased to at leas. double the
present level

(v) A sirable portion of the voluntary contributions to UNIDO should

be utilized for implementing various programmes of assistance in
the LI¥s

(vi) UNIM should take immediate steps to seek additional funds for
the implementation, inter alia, of satellite industrial informa-
tion centres wherever needed in the LDCs

(vii) Tt should be ensured that the UNDP financial crises do not affect
various programmes of assgistance to industry in the LDCs;

(e) Attention was drawn to the need for further assistance in strengthen-
ing the existing industrial planning machinery in most of the LD(s. In case there
Was no such planning machinery, the countries concerned should be assisted in
establishing it. The assistance offered by UNIDO in designing national policies,
strategies and effective plans for industrial utilisation of domestic resources
wao noted with interest,

i
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Transier of tecnnolGpy

Jne of the basic subjects discussed under arenda item 2 was transfer of
technology. 1he need for ‘tne selectinn an' <evelopment of appropriate tech-
nology, taxing i .0 account the various “i~ors of the ecormy, was emphasized
and studies of a multidisciplinary nature uo determine the types of technology
were recommended. Tt was urged tnal emphasis be placed on labour-iniensivre
technnlogies and machinery, Since most of the economies of ihe LDCs are pre-
dominsntly agricultural, the highest priority in transferring and developing
technologies shoui:d e given to agro-industries aad other industries which

couid satisfy leoral demand and redu-e dependence on imporis,

Suggestions were made fur insiitutional macninery tor the transfer of
technology wnere appropriate in tne form ~f a council of science and technology
with committees on specifis sectors, or :echnoiogy selection and transfer centres.
“hese centres would work in particular to raise the competence of these countries
in assessing the benefits of the technology to ve :iransferred and in obtaining
it on the vest terms. !MNC/AD was 1nvited to strengthen 1ts co-Operation with
UNID) in ithis respect. It was thought that a regional approach could best serve

such a nurpose,

Dxternal assistance was requested to help increase local capability and
self-reliance. The recommendation was also made that assistance be given to
the interested countries during their negotiations with the licensors to en-

sure reasonabie terms for the tranufer of know-how.

Other obse:r vations and suggestions ,n this subjeci we e:

(a)} Most of the technologies now available for a large number of indus-
tries were not appropriate for the developing countries and there was a danger
in some cases of taking obsolete technologies which would raise the cost of
production and perpetuaie the iow quality of products in the developing couniries.
In other cases, even if modern machinery were available, i1t might be preferable
to choose older machinery which would he more labour-intensive and which could
be operated by local personnei. Therefore, each country should have its own
criteria of technology selection which would also depend on the market to be
served;

() Since some ~ountries, including LDCs, were already doing research
on development of equipment utilizing solar energy, assistance should be given
to these countries to strengthen and develop such facilities}

(¢) Gomprehensive training programmes should be given in the operation
and maintenance of induastrial equipment;

(d) When financial assistance was provided for the purchase of equip-
ment, financing institutions should make it a point that preference be given
to locally available equipment as far as possible;

(e) Projects sponsored by UNIDO, including engineering studies, should
associate local consuliancy or expertise wherever possible,

i*
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Relstionahig between UNIDO and LDCs

‘The kxpert froup was unanimous in ntressing that UNIDO ghould improve its
effectiveneés an. 1is relationship witth e L.hi'n., ‘e this «nd, it was very
important that UNIDY ghonid besome a specialized agency as soon as possible.
‘"he GCovernments of Lhe L's should help in this direchion by taking up the mat-
ler through their permaneni missions to the United Nations Secretariat and with
their delegationa to the United Mations General Ausembly. Meanwhile, direct

channels nf communicatinn should be establ ished Letween !NI1X) and these countriec.

The Senior Tnduntrial Development i'ield Advisers (SIDFAs) could play a
very important role in eglablishing direct contact with the authorities in
LCs and in ensuring lhe proper co-ordination of efforts being made by various
lini ted Nations agencien in providing assistance Lo them in the industrial field.
]t was therefore sirongsly recommended that IINTIX) should in:rease the number of
3IDFAs, and the pnlicy concerning their assignment should be reviewed to make
sure that the LD¢'s should be piven hiph priorily in their placement. Meanwhile,
an effort should be made hy NI tn place .Jdunior I'rofessional Officers (JPUs)
in I,D's where no 51iAs were posted. |t wat aluo recommended that UNIDO ghould
take full rontrol of all matters relaltinge in the recruitment, placement nnd
activities of bnth TIDFAs and !'"in, "he supgereulion was also made that INTDO
and other Uniled Natvions apencies should ~nngider the assignment of qualified
local peroonnel in implementing ilnited Hationo-nsuiated projects in their own

rountries,

¥inally, there was ;eneral arrecment that Lhe recommendations concerning
policy and special measires in favour of the least daveloped, land-=locked and
island developing countries needed io be brought to the attention of the
Industrial Development Roard.

T, MOBILIZA'WION OF WINANCTAL AND OTHER CON'TRIBUTIONS FRON FORELIGN
PURLTC GOURCES T0 1TMPLIMEN'T VARTOUS PROJFSTS IN CHE LDCS

thle some referances to Lhis subject were made during diacussion of agenda
item 2, the matter was covered specifically under itom 3 nof the agenda in the
last part of the Meeting, when reprosentatives from financial and technical
assistance institutions were also present.

Tt wae pointed out thai the LDi!s attlached great importance to broadening
their industrial capacity and to geruring a larger share of investment or
finance than they had received so far in the industrial sector. While the primary
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responsibility for formulating and implementing programnes for effective inter-
national co-operation rested with the countries themselves, Lechnical nnd f1nan-
~ial assistance from {(INIT¥) and other arencies was needed. 'he Iixpert Croup felt
that 1n order to raise Lhe share of Lhe 1,05 1n world 1ndustrial production,
rertain measures were necessary, inter a.1a:

(n) "o find practical ways of bringing bankabie projects Lo Lhe attention
of the industrial and financial centroey;

(b)Y o rreate and build up a mechaniom in the LI's Lo undertake feasibility
studies and Lo evaluale Lhe viability of various indugtrial projecis:

(~Y "o enmure a continnous dialopie between LO's, donor countries and
internatinnal apencies,

IINEIO) was cnlled upon Lo mnke all eftorts to renerate funds and to gecure
additional finance from Soveramen!s with ard programmes and from financial develop-
meni. i1nstitutions. Tince mogt of the L'y faced yome difficullies 1n making their
needu for 1nvestment capital and know-how known, 'INID)) was requested to assist tLhem:

(n) In dlrenstheningr Ltheir capacity Lo undertnke pre-investment studies,
project 1dentificalion and preparation, and Lo collel, analyse and disseminate
information and daln on which financial 1nstitutions, tiovernments and other poten-
tial 1nvestors mpght bage 1nvestment deci1g1onyg;

(h\ In helping the existing national 1ndustrial promotion centres to pro-
mole viable inves'menl projects after Lthey had been tdentitied;

(r'\ fn diggseminatinge 1aformation received from the lLir'g regarding their
needs for i1nvesimenl to as wide a ~ircle of financinl sk bationy, Governments
and 1ndustrialists as possible;

(d)  In establishing A network of contacts between the Ih's and UNLI¥), on
the one hand, and the above-mentioned rircles an the other;

(e\ In eatablishing investment promotion offices orp developmont cenireg
financed from ex.ra-budgetaory resources, i1a the indusiriali.ed countries, Duch
offices would be 1ntended to provide a wider audionce of pocential financiers
and would make (or permanent channels of communication with industrial and finan-
¢ial circles, They could also he very ugeful in 1dentifying the particular firms
that might be interested 1n a specific project. Their activities would not be
restricied to the presentation of polentrally viable projects, but they wonld
also 1nclude advice to 1.I's on Lhe best means of finding finance, know-how, 1ndug-
trial information etc.

‘'he Fxpert fironp urged the Ixeculive Director of UNID) tn approach the various
funds, such as the Arab Mund, the Venezuela lund, the Nigeria lund, the O}k
Special Mund, the touncil for Mutual Keonomic Aagiotance (¢ARA) Special Mund, and
otherg, to earmark a substan!ial proportion of their aid resour:es for the i1ndus-
trailigation of the ILD's. “"hese funds could be used for epecial technical asyles-
tance 1n the field of industry as actually required by the LIX:s and be channelled
a8 i1astitutional credit to Lhe develnpment financing 1nstitutions of [,Dis for
wib-lending Lo small and medium-scale industries and for financing non-banking
promntional apgencies to help these countries in sirensthening their institutional
machinery.
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Part two
SUMMARIES OF COUNTRY PAPERS

I. AFGHA ISTAN

The Republic of Afghanistan is at present primarily an agricultural coun-
try. Nevertheless, it has a well-established industrial sector and it is the
policy of the Government to expand this progressively with the objective of fur-

ther developing both export and import-replacement activities.

Important and expanding industries include textiles, cement and sugar; these
are based on home-produced raw materials., Electricity supply is being increased
to support the domestic and industrial expansion. Mining is important; natural

gas is being exported; possibilities exist for petroleum production; and the

- extraction of iron and ocoppsr ore is under close investigation. Action is being

taken to improve the structure, management ani control of commerce and indus-
try. An Industrial Development Bank has been established, and the Government
has nationalized commercial banks with the objective of facilitating the pro-

vision of neceasary capital.

The cbjectives of the Govermment are to achieve:

(a) Higher living standards through accelerated industrial and agri-
cultural development and through diversification of industrial activities;

(b) More employment and increased training for managers, engineers,
technologists, skilled workers etc.;

(c) Even distribution of new inc .8trial activities.

As in any developing country, industrial expansion is subject to problems
and constraints. There is insufficient capital to finance what needs to be done
and assistance must be sought from external sources. Many established enter-
prises are working below their rited capacity. There is an insufficiency of
technically trained personnel; it is necessary to raise a new generation of

managers who can effectively manage the existing and proposed industrial plants.

While industrial planning is being undertaken, it is not yet as developed
aB it needs to be; more comprehensive procedures for Doth planning and evalua-

tion are required.

The Government would like to receive assistance for two projects, namely a

livestock rroject and a project baued on forestry. There is an imperative need

to utilise the transmission line, which has a capacity of 33,000 kW; the liine

panses through a vast and wide unirrigated arca whers sufficient underground
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water s available. The electricity mast be us:d in its lowd-off time, that "s,
at the time when electricity s not ueed Ly the factories, plants or the public,
such as the hours during the weekends wlen the factoriea ar-: closed, or late a3
night when pepple make less use of it. Tt would be very economical to dig deep
wells in this arca and to use the wiler .or making pasture lanl for a livestock
project, which 4ould prov:d: ihe base for a number of agro-:ndustrial prc jects

such as slaughternouscs, tunmneries ard Jlairies.

The secona rroject deals w'th proper utilization of existirg forests in
the country. The project vould huave at least two phises:

{a) The existing forests muct be utilized in a technical or scientific
manner in order 1o avoid misuge and Jusiruction of the forest in a very shrort
time;

(b) The product of the forest, which ic wood €or furniture and construce-
tion, should be uscd 1u such a way that sastes, which are estimated at more than
50 per cent, are avoided. Nea wood-bazed industries can be established such as
sawmills, chipboara, plywood and hardboard. Somc of thes: industries would use
the wood while others could use the wood-waste.

1I. BANGLADESH

The contribution of the industrial scctor to the GDP o7 Bangladesh is about
10 per cent, which is one of the lowest in the world. The modest industrializa-
tion that has been achieved is in jate, textiles, sugar, edible 0il, fruit pro-
cessing, the preservation and canning of t.sh, paper, neasprint, leather, forest
industries, sericulture, tesa processing etc. Evern the present situation is an
improvement over the one prevailing at the time of the partition of India in
1947 when the contribution of the industrial sector to the GDP of the region wis

only about 4 per cent. Agriculture is the major sector of the economy; it still

contributes about 60 per cent of GDP,

The problems faced by Bangladesh in ite industrial development are the lack
of untapped resources, of adeguate infrastructural facilities, of funds, of ap-
propriate technical know-how, of technically qualified managerial, supervisory
and skilled personnel, of entrepreneurship etc. The #ar in 1971 devastated the
industries and the infrastructure, thus adding to these problems. The large

population in a limited area also presents a special protlem in this country.

In order to overcome its protlems and expand its industrial activity,
Bangladesh has adopted a policy for developing both public and private sector
industry, giving liberal fiscal and other incentives. Foreign private invest-

ment has also been encouraged and a number of facilities have been granted to
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Forcign compnied. The Government launchod W Civesyear dove lopment. plan in

1973 with o provicion of $Us 1,200 million Cor indwsteind dove fopment,,

Bang) desh his approached HNIDO with a larse ligh of projecis for tochni-
el aigiabance i priority arcas. TINIDO hig Approved 12 projects involving an
wmount of over $U:3 900,000, Mo country cxpects Lo presenl 1% moree projech pro-
poiil s For UNIDO L chriieal assistance.  Thede ire in the priority arcas and
Lheir carty implementilion woulbd halp in the industrial deve lopment of Lhe

counkry,

ITI. HENIN

The People'n Repnblic of Benin has decided in recenh yearss bo work boward.s
an independent and modern national aconomy with the fol lowing poalo:

(u.) IntensiPyime by cvery means locil produelion ae the busic of
national coonomic proge sog

(h) Bubablichingg the batie tor o procoes of industrindisation which
would bo abic fo impart o dreivine Porec Lo the nalional conomy §

(¢) Reorganizimg state and parastab o enlerpeides Lo cnable bthem to
ablain hisher prodaclivily;

(a) Bakablisthing new inductrisl aniks in arca: dhere raw maberials
are avivi lables

((‘) Taking over renpontibilily For Lraining valionuls sho would be
able to promote inductrial developmenl

(r) Co-ordinating cconomic davelopmant on Lhe basic of acienhific plan-
ning. Tn thig conlext intustrivizbion should not me:rely be an appendage of
agriculbural dev Jopmont but Lhe Lwe sho (d move formard houd in hand,

ntremngrtheninge one another,
Industry should pabidfy Lhe neods of Lhe working people lor fooud, clothing,
housing, jobi, bethor wiucation and hewlth.  Phe overesl) objeclive iag ko attain

self-relisnce and an exportable sur) lug,

Deapite the efforts made by Lhe Government, industrial deve topmenl until
1976 was Cozbla, Several industrial onterprisea are involved in proceusing
agriculbural raw materisle, the most importanl being palm oil, building meterials
and toxtites. A cortain number of modium—uized industrial enterprises make

shoes, animai focdn and perfumes, and are engaged in metal processing, assembling
of cart. and bicyclous, flour-milling ctc.

[V, BURUNDI

Beforo indepondunce in 1962 Burundi had only a Fow omall onborprisce the

ciapacition of «hich woere undurutil 1zad. They were basically subnidiarics of
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forelem enterprioon whitch were not wiliing to makoe a nigniCicant invesiment in

Burundi. One of the firast baske was, bheretore, to auk orcign companion Lo

modarnize thoir plants and equipment.  The renultis, however, wers: not dal infactory.

The: objeclivea of the Goverrment in promobing induntriai drvelopment are

buglcally two: (1.) promotion of new ratiogal industrica after prior inveat i-

;
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gation and vludy and (b) avsintance Lo the oxinting induchries and further

F

investigntion of mirkelu for Lheir produclue,.  To roach these objectives the
Jovernment haw inaupurabed o code of inveotmen! which i very Tavourable to

tnventore,  There i provision, among othern, Tor total or partial tax holidays

and exempbion from dutien for machinery and raw materiale that are imported
for manufacturing activition, AL Lhe oame time Lhe Goverrment in trying to |
| reach agreemenly wilh neighbouring countries with @ view to enouring mirkets 1
for the manuCacturcd products. Technicad and economic co=operat ton agreoements - .

have been reachod with Lhe Governmeutn of Gabon, Hwanda and Zaire.

Ae an important meana of industrial promolion the Guvernment han ealabe

b
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have: been co-operalims with local peraonnal in identifying viable industrial

5
%

lished a department ol induntry and handicrafle in which weveral UNIDO experts :
projectu. Auv o resull, wore Lhan 20 indunlrial projecln were idontifiod dur—
ing 1974-1970, oul of which 13 have oither boen tmplomented or are in the pro-
cess of implementation.  In thin way Lhe Government hiw been able Lo make cone—

gsiderable savingt in forcign exchange, to create now jobs and Lo increann thao

The vpecific problems faced by Burundi In promoting industrial dovalop-

monb are mainly Lhe Collowingr:

() Being a land=locked country, the Ltransportation cost of importing
and cxporlims moodn ig very high and affects Lhe competitivenens of manufac—

purchaging power of Lhe local populat ion. T
turcd productu in foreign marketn;

(b) Lack of skillu ab various leveis makes difficult an intongive utili-
ratlon of available agricnllural raw materialu and mineral renourcen

(¢) Lack of knowledge and experience hampers the velection of adequato
technolougios once a project has beon oxamined and proviul to be viabla,
Burundi would therefore Like to roceive more assiolance from various

Unitod Nationn agencies in those arcao.

V. CHAD

In spite of the industrialisation polioy adopted by the Government from
the earlicst dayos of indopendonce, Chad lags far behind noighbouring countries

which are better cndowed by naturce I the number of industrial plants hao not
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increascd satisfuctorily, this is becuause many ditticulties have been encountered

largely owing to natural conditions: long Jdistances which make transport cxpen-
sive and difficult and involve concideratle storure conls and Pinancial charges ;
a small market which humpers the amortication of fixed asucts; very high building
costs; scarcity o lecal raw matcriale; s 1 inadecuate and - <pensive électricity

supply.

In addition to such difficulties, other problems of & structural nature
act as a brake on the country's industri.l development, including:

(a) Lack of indnstrial infrastructure, which discourages investors, who
do not find a4 site ready for the establishment of a plani or an industrial en—
vironment likely to favour the launching of new industries;

(b) Lack of finance for small and medium~ccale domest:c enterprises
owing to the very low domestic prorensity tc¢ save. The problem of financing
also results from the fact that it is difficult for small domestic investors
to obtain bank louans;

(c) Absence of domestic tochnical personnel and inadequacy of technical
training, which often makc it necessury to empluy foreign technical staff who
are too expensive For small firms.

In addition, a series of difficulties are common to Chad and other land-.

locked countries with small populutions:

(a) For many industrial products, thc present domestic market is too
small. At thc same time, the machines available on the international market
have increacingly large capacities. In order to benefit from economias of
Scale or cven to make it possible to establish a tuctory with a market propor-
tionate to ils capacity, theoretically ncighbouring countries should combine
resources to set up joint ventures. To dutc, the experience of Chad in this
field has becn nagative. Most raw materials are imported, and it is not eco-
nomically feasible to transport such materiul to Chad, which lies in the middle
of the continent, and then send the finir ed products to ne ‘hbouring countries
where the main markets are generally in the ports:

(b) The country still has virtually no domestic engincers with a know—
ledge of clectronics, electro-technology, uutomation and other modern techniques.
On the other hand, it has a superabundance of unskilleu workcrs. The oquip-
ment offercd to Chad is gencrally cxtremely expensive (cspecially when the costs
and risks of transport and acssembly arc taken into account); it is baged in-
crecasingly on complex technology and requires pcriodic servicing by highly
skilled personncl. What is nceded is simplec, robust machines that are easy to
operate and to repair on the spot;

(c) Similar problems exist with regard to management. The organization
models that arc offcred, the courser and seminare held on management, suggest
management methods very difficult to apply in Chad where there are no properly quali-

fied accountants, no computers and no reliable general trade statistics.,
In 1972, the Government decided to establish the Bureau de promotion
industrielle du Tchad (BPIT) (the Chad Industrial Promotion Bureau) as the
mainapring for the industrialization of Chad by its own people, working in
co-operation with the civil service departments, in particular with the

Directoratc of Industry and the Diréctorate of Planning. The decision was

crcam i P — d
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(G0 if necessary, a. thi renaee. o7 tne Sroasrer, to assist in the

management of the uadertug.n s tiuz esiabllsiea 1% 15 train Lhe.s sraff,

BPLl 18 concerned 4. cnly with svall wihestss inderiakings bul 1s 4180
required to riay a par® i. industria. pLoOmsiiva at aur levels. Tonsequently,
it offers its services .0 those who are inierested 1a tne indastrializatiorn of
the country, seeking them out, inrorming aad advising ihem, and putting them
in contact with each o.ner. Tre work of 3”7 nas a.ready begun 1o bear fruit;
several small firms have ceen started with its assistance and itheir operations
are benefitiing from its tecrnical aid.  he Jureau is currenily looking for
investors to implement the small-scale projects thal 1t has 1dentiried and
formulated.

In addition to the successful experience of 3°[T7, a numoer >f imporiant
projects, asuch as the sugar complex, the agricu.tiural equipment factory and

the cotton-ceed cil works are avout o be impiemented.

In view of the work being done Oy BPIT and the deiermination cf the
Government of Ch.d to promcte industrial u.evelopment, it ma, be hoped that
future years will see more progress in this sphere. Neverineless, 1t must be
borne in mind that the critical proclems mentioned above will continue to
exist for a long time to come.

VI. BTHIOPIA

The economy of Ethiopia is predominantly agriculturai. Industry has a
modest share of the CDP, In terus of growth rate, however, it has been one of
the most dynam:c sectors of the economy, wilh the growth of real output aver—
aging 8 per cent per annum in the perivd 1967/68 1o 197314, mmployment in
the sector increased at a rate of 3.6 per cent per annum from 19¢6,$7 to 1972/73,
A number of industries establisnei in recent years Lave bee:n relying heavily on
imported raw materials. Information on smail-scale sanufacturing enterprises is

incompiete. Indications are that output has grown at a substantially lower rate.

Very little policy support has been given to guch smalil-scaie enterprises to date.




BEthiopia has had three [i1ve-yoar development plana. The third five-year

plan (1968-1974) set the following goalu for the manufacturing sector:

B PRI e e

(a) To encourage the processing of locally available raw materials;
(b) To continue encouragement of 1mport-gubstitution industiries;
(¢) "o p rwide low-cool equipmen and consumer gool: to peasant agriculiure;

(d) v develop new urban growth centres, besides the old i1ndustrial
gones of Aemara, Addis Ababa and Dire Nawa, where employment could be provided
to local people in manufacturing and processing 1ndustiries;

(e) To give attention to those industries which through forward and/or
backward linkages stimulate the growth of other sectors;

(f) To utilize the abundant supply of unskilled workers.

One of the major problems of industrtalization stems from the lack of a
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meaningful development plan both at the national and sectoral levels. Until

; very recently the productive forces 1n indusiry were owned by a few national v
capitalist and foreign investors, and, therefore, decisions nn the Lypes and

directions of production and investment were not geared to generating the dy-

namic 1nternal growth of industry; the nbjecltive was to amass exorbitant pro-

fits. Consequently, investments were :oncentrated in a few lucrative sub-
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sectors such as food, beverages and textiles. "There have not been definite
objectives and policie® with regard to the role of 1ndusiry and its poesible

contribution to the economy in terms of employment. -

A second problem 1s that many manufacturing industries in kthiopia rely

Agriculture 18 currently developing 1n a direction i1solated from the needs of
industry, and a "ack of policy on intere -“toral linkage ha: deprived the indus~

heavily on imported raw materials and intcrmediate gonds for their operation, <
trial eector from the hensfits of a cheap and continuous supply of inputs.

é Another policy problem has been caused by the abaence of a framework for
; project preparation, appraisal and implementation. 'There 18 no policy for the
choice of technology to be adopted for particular prujects and programmes in a
; given sector. ''his situation has resulted in a neglect of small-scale indus-
' tries despite their potential advantages in terms of employment creation, in-

come distribution, savings in imported capital and technology requirements,
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utiligation of indigenous skill and other resourcer etc,

Managers and financial analysts are i1n short supply. Ioreign personnel
undertake feasibility studies and engineering designa, draw up specifications
and supervige construction and installation worke. 'This situation inflates
the capital costs of industrial projects and perpetuates the dependence on the
developed countries for industrialisation, consequently retarding the develop-
ment of a locally generated and integrated industry.




No less important than the above problems is the limited rapacity for the
development of basic and impact-creating industries such as iron and steel, and
strategic chemicals such as fertilizers and petrochemicals. Fconomic and tech~
nological realities dictate that projeots cannot operate below a certain mini-

mum capacity. However, because of the smaliness of the market for the products

of such basic industries, it is not yei worthwhile to make the required invest-

ment in them. Thus it has been difficult to make domestically produced engineer-
ing items, agricultural machinery, electrical equipment and other strategic inputs

at reasonable prices and in the desired quantity.

Shortage of domestic savings is another important restrictive factor., Some
industrial projects suffer from lack of resources for financing capital costs,
costs for engaging experienced foreign personnel and consultants and other
operation expenditures. ™his has often led to the postponement Or delay in the

execution of projects. An even graver problem ie foreign-exchange limitations.

There is an urgent need for modilization of external financial and tech-
nical assisitance under the most desirable conditione which would suit the poli-
tical, economic and social climate of Fthiopia as a strategic supplement tn
local efforts and resources. 1t should be noted, however, that support coming
from external sources is a temporary substitute for domestic resources in view

of the country's objective of sel f-reliance.

The following steps could be taken by international bilateral and multi-
lateral organiszations to assint the LDCs (including Fthiopia) to meet their
needs for accel rating industrialirzatior:

. (a) Technical and financial aesistance in preparing policies and plans
for attaining a more rapid industrialization, [Particular attention should be
given to the establishment of basic industries. Fmphasis should be placed on
projscie that create means of production, generate cross-sectoral and inter-
regional linkages, and have the greatest possible multiplier ef fects}

(b) A special programme of assistance should be designed for the gpecifin
purpose of developing rural industriesg

(c) Strong support should be given to alleviate the shortages of high-
level and middle-level advisory and operational personnel through local train-
ing programmes, fellowships, workshops etc.j

() PRoth bilateral and multilateral donors should co-ordingte and pool
their assistance to the LD(s with a view to creating a strong impact on the
development of the indusirial sector, instead of allowing, as at present, the
dispersal of assistance in a diverse array of activities,
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ViT. NTFPAL

Nepal is at a very early stage of industrial development. The latest
estimates of CD” indicate that the agricultural sector accounted for 69 per
cent of total CDP at market prices and manufacturing (ex~luding cottage and
village industry) for just over 3 per cent. ‘he whole population 18 engaged in
agricdlture. Mostly hilly and land-locked, the country 1s handircapped by .
extremely difficult terrain. Fxcept for the hupe untapped hydroelectric po-
tential, other natural resources have not ye' bren found in abundance. 'The
country's trade balaace wi.h 1ts large neighbour india 15 adverse and deteri-
orating every year. Owing to 1ts land-locked position and tne difficul ties
in transport it is dyfficull to estavlish large-scal~ 1ndustries for export pro-
motion in an irntensive manner. Tortunately for Nepal, 1%s scemc beauty, the )
Himalayas, its unnatched wosd carving and its temples have attracted a growing —_

tourist trade.

s Majesty’'s Government cf Nedal has ambarked on a policy of developing
agro-based industriec and on 1adusiries "or imoor: subatitution. At present,
it is concentra‘ing on a comprehensive progeamme ofSplanning for the establish-
ment of sugar, tca, pulp and papur, 1:°n and steel, sharmaceutical, electrical
foods and accestoriesn, mognesite (fveec macnesium phosphate and bricks) and
fruit canning and pressrvation wdustrics, amoug <lhers, and on the promotion
of tourism. Tn all these industries, except iron and steel and magnesite, the
Government has an open policy allowing Leth domestic and foreign private invest-
ment, In addition, the Goverament suarant 2s repayment of cajital and interest
(if in foreign exchange) and the repatriation of ecapital of 17 per cent per

annum and 25 per cent of profits attributable to any outside equity investment,

"he government—owned Industrial Develooment Bank and commercial banks also
participate in loan and equity finarncing of industrial projects. "he Industrial
Services Centre and other investmenl promotion institutions help potential in-
vestors with all the necessary banking assistance to es%ablish and operate

industries in Nepal.

Tn the view of ihe Covernment, UNTD0 and other agencies could render assis-
tance in updating iAdustrial feasibility studies and in preparing bankable pro-
ject report;s. Also needed are advisory services, help in training counterpart
personnel in institutions related io industrial development and the necessary
equipment and other physical support services, It is important that Nepal re-
ceive sufficient help in the developnent an¢ oparation of a sound management
development programme. (NTD) could also assist by helping Nepal to promote bank-
able projects in association with the World Baank and other international financing

agencies,
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VITi. NIGER

As Niger is a land-locked couniry, it faces serions difficuliies in high
transportation costs, 'The limited na’' onal markei affec s the efficiency of
industrial enterprises 1n the sense that they cannot maximize Lheir production
capacity, and banking fa~ilities are not wsufficient, 'here are only two banks,
namely, the DNevelopment Hank, which offers occasional lomng-term credits, and a
commercial bank. ™here 1s, therefore, lack of financinl resources for indus-
trial promotion., Another prohlem is that imported technologies are not appro-
priate tn the needs of ‘he ~nuniry, Most of these are so romplex and capital-
intensive that they perpetuate dependence on foreign countries., There is
aleo a lack of qualified personnel at both policy and execution levels.
Finally, another ohstanle is the inadequacy of institutional and physical

infrastructiure.

It is worth mentioning that there is not mirh intereast on the part of the
nationals in industrial development. 7This is owing to a variety of reasons,
®ich as lack of incentives froam banks, botile-necks arising in the imitial
yoars of operation and the loocal preferemocs for trading rather than industrial
enterprise.

IX. SAMOA

rior to Independence 1n 1962, the only major economic activities in
Samra pevolved armund arriculture in renaral and Lthree agricultural commodi-
ties in partirular: 00CO&, ~npra and bananau. ‘hewe were nroduced and expur-
ted as raw materials. !ndustrializatian founded on Lhe ahsenre of any hase
invariably tends to be slow. “'his has hean the experience nf Jamoa in the
recent twn development plan perinds 1965-1969 and 1971975, The third Five-
Year development nlan takes into acrount the particular need to accelerate

industrial development, asa@isted hy a sl owly bnt ever- yrowing industirial hase

and daliberate figral policres.

With an area nf 1,1 gquare miles and a population of 155,7%), Samon
is 2,613 miles south-west of Hawaii, 2,73) milea from Sydney, 1,80 miles
nopth-west of New 7ealand, and 793 milas from iji. '"he sime of its popul g
tion and its geographical isnlatlion immediately poge a problem for industriali-
ration. With such a limited local mapket, industrial production to be erono-

mically afficient must be forused on both import submstitution and export
sarnings.
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The reaource Lhal the rouniry needs to develop mos! 1in the next 10 years

is managerial and technieal talant at the upoer and middle levels. Wiscal

and finan—~ial incentives are avaiiatle 'o altpaci induatry, tmi such measures
ran aagily be pelf-defeating f expanginn mtpacey the growth of the available

pool of managerial aal Lechnircal talend, including professionals re~ruitled
from abroad,

in the past, the bulk »of foreipn assistance Lo Damoa, both bilateral and
miltilateral, was roncentrated nn infengtructural resmirements. ‘the result
has been that the pressnl iabhur for~e ia essenlially i1ntelligent and literate
but unskilled. ‘'t*he emphauvis 18, therefore, on new indusiries and service
activitiaé which can employ intellircent and liternte, bul unskilled workers
in artivities where Lheir praductivily can increase and their technical and
managerial skills can be rapidly uperaded. New entorprises will necessarily,
therefore, be rearerd Lo the relatively gmall internal consumphkion of Samoa,

its relatively modest volume of primary prosuction and limited lahour force,

.

BNeing Aan isolated island economy, the country also suffers from irrepular
shipping whirh affects induslrial production as well ng the export of psrish-
able apgricultural produrtys, Fepular and relinble freipnl servicas are hence

being actively sought hy the Onvernment .

The first mnjor step taken by “amra in a conscioun atlempt Lo premote
industrial development was the enaciment in 1404 f the "nlerprises Incentives
legislation, which gave entreprencurs varioun henefile including income Lax
holidays and import duby concegsions. Moub of Lhe relotively small enter-
prigseus developed by local enlceprenmiry were creaated wilth the assistance of
such benefita. Additional lepisiation was enaciad 1n 1974 allowing the
establishment of an’ industrinl free zone. "This scheme is deoigned primarily
lo attract foreipn investment! and involvas an ascembly Lype of operation that
is labour-intensive and directea Lo expor! markets. '"he "overnment has ar-
relarated the ralte of economic diversificalion by allowing a loeal producer
of agriocultural products, the Western Samoa Trust Fstatee Corporation,
to expand into apro-baged industriaes, including animal feed, aoap manufacture
and meat procressing. While some fruits have heen exporied in the pasi and
eontinue tn be exported, a fruit-processing fa-tory is envisaged for 1977,
Allied with this particulfr industry is tha promotion of rural agricultural
production of theee fruiits on n commercial basis, "'his is inteprated with

. P
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the over-all village development programme. '‘he Government 18 also active in
promoting and establishing major industries, 1including a brewery, coconut oil
mill, match factory etec. “or such major rovernment-sponsored industiries

Samoa urgently seeks the assistance of (411X especially i1n the provision of

technical assistance and in condurtine varinus studies,

Although industrialization efforts hersan more than a decade ago, there
is 8till mot a prover industrial momitiring and appraisal unit, although
0 statistical data are rathered by thr Slatistins lepartment. Such an appraisal
‘ unit could be set up with the technical assistance of IINID), Tt would facili-

tate the evaluation of the i1ndustrial process i1n 3Samoa.

Samoa may not have the neressary raw material and mineral resources for
major industrializaticn, but it does have a congenial landscape and cultural
features that would be ~onducive to a tourist industry. '‘his source of for-

eign exchanpge is gradually being exploited and will compl ement advancement

in other i1ndustrial sentors.

X. SOMALTA

The industrial development of Somalia, as that of most other LDCs, is
hindered by a variety of problems and constrainis. In addition to the under-
utilization of installed capacity, these are the absence or inadequacy of:

Physical infrastruoture

"rained manpower

Finance (in particular external currency) and financing institutions
Market and facilities of market development

Fxpertise to facilitate the transfer of technology

Institutions for promotion and supporting investment promotion, project
selection, project formulation and implementation

Industrial policy

Lack of or inadequate infrastructure restricts the choice of locating
industrial plants, increases the investment cost substantially and adversely
affects the economics and profitability of industry. In Somalia an industrial

enterprise is invariably required to invest in the construction of an approach
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road, the installation of a power-penerat s If, TaNDING JeL o ‘uvewel. for
water, and the -onstru~tiusm of a tewsixe liae, ssmetined several Kilometers long.
Tndustry 15 con-entrated in the port towns ~f dyradiscio, {igmay.. and “erbera.
task of adequate rarbour fa~iliiies make ‘he sstatl.shment of Jarge-size pro-
jecrts difficult sr ne-eszizate the in-lucidon of a2 Lartour extlusovely ior

that projert.

La~k 2f traiced wanpower -a.ses Jelay in reali~lng indugiriac projecis, and
resulte 1n waderutilization o wnstalled capaccty ani poor maintenance of
industrial planis. ©fforts are %eins made t> over~oms tnis drobiem. “he
University sf .Jogadistio now nrovides ¢durees in engineering, economics, chemi-
stry etc. A polytechnical iastitute 1s alsd obeing estadblished.  "wo technical
training institutes, a vecational trainins centre, a oraft trainingZ workshop,

a school of acsountan~ ana sarveying and 1 Uishery and maritime 1nstiiute have
been ertablisted. “he Scmali Tnctitate of Develspment and .lanagement provides
in-service training “acilit:es for manacers ani a:countants, “raining facili-
ties in specialized fields of technology, econorics, management, commerce and
accountancy do no: ye: ex1s® and 1t 1s not feasible 1o ~reate these tacilities
at the present stage of developmeni. It is therefcore necessary to 3end a
fairly large number of qualified “omali citizens abroad for :raining on fellow-

shipe offered by 'nited Nations agencies and friendly ~ountries.

ranital is needed voth in local and foreisn currency for industrial develop-
ment. long-term soft loans rarely hesome available to the L0"s. Loans on com-
mercial termc are t50 expensive and sometimes mere industry in a sountry such as
Somalia une~>nomic,

Yearly all large-sized indusirial projects are in the oublic sestor., “ro-
fitability of public-sector indusiry i not enourh to ensure capital formation

at a satisfactary pace.

The smallness o7 the market makes modern industrial piants for producing
consumer goods unfeasitle. ‘hus, when suach plants are established, intermediate
technology is perforce ~hosen 1o keep production at vhe level of local consump-
tion and marker possitility. This results 1n a higher cost of prodiction and
makes locelly produced consumer goods expensive and uncompetitive with imported

gooda, thus necessitating tariff protection or any uther type of suosidy.

Lack of expertice obliges the L7's to buy tecianology, simple or sophis-
ticated, whether suited to their conditions or not, at the price offered. or-

eign suppliers of machinery, equipment and technolosy are fully aware of this
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inoapacity 1o assruu requirementa for technoiaey and to evalaale the offerg
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st

received, whi-h are not nlwave baaged i tender documenty or made 1n responge

to specific requeals, “hug, Lthe LDa are ameaable to explostation, whirh i~

a gituation that needn Lo he ~hanged.

There are variony reasons for the aelerutilization of Jasialled indus-
trial capacity 1n Gomalia. VFor inatance, {18h fartories operate below capa-
city hecause of 1nadequate cateh remulbing teom lank of fisghiws fleels and
fishing hartenrs, “Yhe ~apacily inatalled {or processing and canning meatl is
underutilized becanse of the tow prices of thesge producta in the foreign mar-
ket,  ‘“he siyrar-mill does not work up 1o tts capavcity recaunae of the shopt
sipply of sugar-cane, whi~h 1n tarn is owing Lo problems of arronomy and water
gupply. 't 1 thearefore nbvioua that high priority shontd be siven the full

ubLilization ot exioting 1ndanstrial rapacity. -

Somalia does not have the expertine to 1nvestipate and aswess the pro-
gpectg of dif{ferent induntries and tn sdenlify viable i1nduslrial projects,
Fronomic and industrial dAata are not readily avaiiable, nor are there insti-
futions to formilate 1ndnalrial projectn or to nndnrtake feagibilyly atudies,
Similarly, 1n all matters related to project 1mplementation, Tnmalia has to
seek help heyond itg borders, Aa a consequence, the pestation perind for an

industrial project i3 very long,

The .’y in preneral design their indugtrial poliecies primarily for achie-
vine import gaubatitution,  In formulating such policies no ronaideratinon 19
paid tn the aptimum utilization of existing installed capacily or to small

indusiry,

XL, CUDAN

in the eve of independence of tha Tndan, 1n 199%-19%6, the manutacturing
sector contribuied a mere 1 per cenl to D and employed lesa than 10,09
workers. Therefore, the creation of an industrial sector, hoth public and

private, to serve as a powerful instrument in an over-all balanced socio-

economic development, has become the main concern of the Government, which
. has developed a number of projents in the sub-sectors of sugar, textiles,

chemirals, leather and engineering,

Despite the recent sirnificant progress attained (the rontritution of
the manufacturing sector to 0" has reached 15 per cent and employment has

risen to over 210,000, several constraints persist, such as transportation




bottle-necks, sharp increases in the cost of machinery and spare parts, delays
" in foreign exchange allocations, shortage of raw materials, underutilization
of capacity, inadequary nf skilled or sufficiently qualified personnel, defi-

ciency in appraisal rapabilities, and an information gap which seriously handi-

caps the Covernmeni in making {ecisions on a number of vital issues.

The following measuren have priorily:
Improvement of physical and s0-1a) infrastructure, mainly transport
Tmprovemant ~f appraieal capabilities

Fmphasis nn efficiency and specialized produrtion, and nn proper
quality rontrol

Investigation of underutjliizalion of caparity

Trangition to 2 more viable snd higher ntage of import mbatitution
Lthrough development of dynami. industries, iniermediate industries,
industries providing various inputs and propilsive industries

Limitation »f private-gactor ariivity in indugtry Lo raising the
productivity of the large tradilional sector and to transforming it

The public gector ghould continue Lo get the main trend nf indus-
trial devel apment

More rel~vant training prosrammes

The follnwing terhnical aseinlance ig needed:

Fxperts in 1nduntrial enrineering and financial erconomice as well
a8 in textile, !eaither and canning industries

Tratning in projent analysin

Rationalizatinn nf existing institulions

Fstablishment ~f investment promotion machinery

Development of secondary wood processing

Carrying out surveys for the chemiral industries potentialities
Assistanre {0 the Khartoum foundry

Fatablishment of a mechanical workshop in the southern region

Assistanrce to the Wau ranning factory

XII. UNI™FD RFTURLTC OF TANZANIA

The performance of the industrial sartor in the United Hepublic of
Tansania sinrce Independenres in Dacember 1961 has not bheen impressive, although
the country has recnrded modest growth. At the time of Tndependence the indus-
trial sertor contributed about 1.5 per cent to GDP and employed 22,700 people
or 9 per cent of the total employed labour force. In 1975 the contribution of
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the industrial sector to ND’ was 1).6 ner cent and the number of employed was
75-768 or 16.3 per cent of total emnloyment. In Lerms of exports, 1n 1968 the
industrial sector contributed about ".4 per cent 1n value of total exporis and,
in 1975, its contribution to exports was 14.? per cent. In 1961, 54 per rent
of 1mports were consumer poods and 46 per cenl were intermediate and capital
goods; in 1975 the corresponding fipures were 31.4 per cent and 0B.6 per rent,

thus i1ndicating a shift to the loral! manufacture of rconsumer roods,

""he I'ntted Hepublir of Manzania has defined its industrial development as
based on the develonment of man, his habitat and needs. "he growth of agricul-
ture is recognized as a priority (the basic sector is asriculture and the dynamic
sector is industry) in view of the fant that 95 per cen! of Lhe people live in

rural areas.

"he main tasks of industry are:

(a\ “0o nrodure ~onsumer gonds which would meel the basic needs of most
of the population, using raw malerials available lorally;

(b\ "o support the agricultural sector by producing the main inputs for
this sector;

(c‘ "n set up industries to manufacture intermediate and capital goods
for these sunporting industries, which are metalwarking and chemical industries.
'n recognition of the need for small-srale industiries in transforming the
rural sector and their contribution to the dispersion of technology to rural
areas, a Small Industries Development reanisation (SiD) has heen set up to
promole and assist the Adevelnpment nf small industries in urban and rural areas.
“or the general develooment of industries, parastalal organizations which are

business arms of the Government have heen :'»< in to Aenl with specific sub-

seclors,

Tndustrial distributinon and dencentralization are important el ements of
industrial stratepy, in view of the poor infrastrurtural facilities available,
particularly transport. In the United Repuhlic of Tanzania industries have
been classified into three ratepories: national industries serving the national
needs and exports; dictrict industfies meeting Lhe district 1ocal needs; and
village industries whirh nroduce mainly handicrafis. '™his classification is

based mainly on the market served and nn the level of Lechnology needed.

"he problems affe~ting industrial development could be graouped into those
afferting existing induztries and those affecting development and the implemen-
tation of new projects. “hey include the lack of adequate financial resources,
nf adequate infrastructure, of experienced and suffirient manpower, particularly
middle-cadre technical staff, and of industrial support institutions, and ulti-

mately the question of appropriate technology.

= v - SO D —— » L e e e
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The country's thiird five-yenr plan, 1976-1981, is dirceted towarde the
development of basic indusiries in order to achi- ve clructural change and pro-

vide a base for achieving salf-ralianco in industry,

The assistnnce given by IN1ID0 Lo the 1nductriai seriors in the United
Republic of '"ange.ia i8 hichly anprenint: and hac nade a p sitive contribu-

tion to the efforts to achiove self-relinnce.

XITI. UPest vouTa

The basic objosotive of the indun'rial devalopmeni poticy in lpper Volta
is to raise the utandard of living nud the por nnpita income of the country.
Tndustrtal developrent {1a the Hpner Yol la eongigis or patient, offorts to mas-
ter the loral farctnrs making for balancsd davelopusnt and Lo see Lthat the ine
diepensable links with economically ndvrnn-ced rountrins operate in a manner
Fonsiatont with the prinritias of nn independent induntrialimation programme.
To this end, the Novernmenl “ns defined objectives and the means of attaining
them., DNeapite the constraints plarad unon irduatrialieation, the results

Already achievad aro enrourcging and the pronpects for the future are hopeful.

The first stage of industrinlization, which was roncentrated on import
3ubhstitution, soon reached its linita since gonsumer purchasing power had
barely becn devilopzd cwing to the stosmanay of agriculture, ths main source of in-
oomo for 90 per cent of tho porulation. In addition, the rate of growth in the
agrioultural worksr's productivity wos lower than it was or could have been in
industry,.

This stage wne, howevsr, necescary sincn it stimlated thp spirit of
enterprige amons many Upper Volta citizens., Labour is abundant in the country
and the labour forre is enthusiastic; in enbarking on an industrial way of
11fe, lahour wae eager o acquire even higher qualifications. As a result the
objectives of industrialization hecrma more proris<s, ‘They may Le summarised
in térma of the utiliration of lccal resources: '

(a) Agricultural ani pastoral resources. These mst obtain substantial
income. Thus, indusiry has ilie role of endowing apgricultural and pastoral pro-
ducte with the maximum value added befors exportation

(b\ Mineral repourcen. Fuch hops is placed on thess ragources, with a
view to achieving a very rapid incranse in industrial production, improving the
balance of trade, and raising conrumcr parchasine povery

. (¢) Human resources. The diligennc 2ad high qualities of the lpper
Volta worker, whether manuzl or intailectual, are w2ll known in the West Afrinan
subrsgion. Tndustry in llppoir Volta wishen to oxploil thase virtues by promoting
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indngtrial umts that are highly labour-intensive. Althouph it 1y enrouraringe
Lo note the apirit of enterprias motivating an ineraeasings namber of people, a
rreal effort atill has Lo be made 1n the Field of wvosatyonal trainings

(d\ 'mport ambalitubion industries, these jndustries conbinne to ocoupy
an important position hecange Lhey help ta mpoly the 1n-al marke! with major
articlen af eonsumption, the demand tnr whih justifien the eatablishment of
viable indugtrinl umite. rhay alao senaprate decamdary eff'ecta atimalatyng obher
indugtrial activities, "wphaaig i3 placed n indaolr es nrodneing capital goneds,
on the chemi~nl aindnatries wnd on induct=1e: pradoeinge enerry .

Bependene on external financing 15 il very high, 'nreyen aid dony not,
alwayu, however, respond to the country's needs, in terms of structure or of
vnlnmo.. Yor thig resaon, stepu are heinge taken Lo mohilize domestie savings
for development:  the ‘aisne national des depSte et des investissements (cwpr)
and Lhe National P'evelooment ank (UNOY abgorh areivsen camilal to nake 1t avajl-

able tn the Aational econamy.

A fairly Viberal investment code facilitates Lhe inauguration of new 1ndug-
trial entarnriges through lax rely et measureu (1n the developad counirien, enter-
priges Lend rather tn he yriven Financial ool lepal incantives Lo overcome Lheir

initial handicaps),

A gpecial inveclment rode, nicknaunad the "1)ti]e code", for the promotion
of small nnd meiium-nized 1oeal enternriyes 18 under ureparalion and vhould
permit thig ratepnry of enlernriges Lo asiume Lheir role rnﬁidly. “he "If'Fine
de promotion de 1'entreprise voltalque (" WY ausists smatl and mediim-9ized

raterpryges in partionlar,

o fnr ac infrastructure is concerned, a new industrial zone is being
congteucted at maradonpon, loho-ionjasun, the aconomie capitnl, already

posaengni a functional zane Inocated next 1n Lhe Abidjan-Niger railway.,

oper Volta is bandicapned by it Land.l1aeked pasition, an exponsive and
insuffircient sunply of electricity, the abgence of mineral resourres, an'

inadequate Lpangnorp! aytitem ele,

Al thompgh aprienlture 18 Lhe predaminant Bectar 1n the ecnnomy, 1t cannot
taunch ituelf; induntry can gtimilatle )ty development hy providing it with
amiypment ard machinery, fertalizeara, 1ngecticiden ete. and primarily by pur-
chasing raw anterinls from i%, 1t follows thal, interratad agro-indusiries goared
ag far as pagnible 0 the processing of aprienl tura) and )ivestneck productp are
“ne of the mat effertlive means of enquring industriai and agricul tural

devel onment. .

— - A s s . 3 ol
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Tnrreased autonomy and greater ro-operation with neighbouring countries
in order to expand the market for products is one of the prerequisites for
achieving industrialiszation targets. More intensive processing of domastic
agricultural and mineral raw materials and further diversification of the

industrial structure, among other means, through the development of so-called
"jndustrialising" industiries (such as mechaniral engineering, particularly

the mamufacture o1 agricultural machinery, and industries for the production
of intermediate goods (chemical ind\utri;c, fertilisers) are also crucial for

Upper Volta.

’
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‘nnex !

ANy

Repgistratyon of participants
'pening addresses

“lertion n” hairman, Vice-hairman and
two ‘anporteurs

Adontion nf the arenda

“pecial problems facinz the L3 in promoting
industrial develonment: ways and means of nver-
~oming varions obstarles to their industrialisation

(continueAd®

{rontinued)

P'armulation of concerted artion and snecial mea-
3ures to mee! the needs of the N)'s for accelera-
ting their 1industrialization

‘low these ~ountries can be helped alons the road
to a new, nare dynamic procaess of development by
acreleratings industrial devel opment

flow to make the i1nternational technical and finan-
~ial assistance more relevant to Lhe ohjestives of
increased self-reliance and internal dynamic growth,
enguring a suffincient degree of self-dependence o °
rapacity for self-sustaining srowih and diversif.
~ation

(rontinued)

Yiow to agsist Lhe [Ii's in desisnine national opoli-
r1es and stratesies and effertive plans Cor utili-
zing more fully iheir domesitir resources for self-
sustaining rrowth and diversification

(~ontinued)

aman resourres for industrial develooment and es-
nerinlly the development of gkills and institulions
for the desirn and implementation of policies and
prosrammes relating to the processing of aprirul-
tural raw materials, food produciion and other lacal
nrocessing ir lustries more dependent on internal
fartor inpats
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Annex 11

SPRCTAL PROBLFMS FACTNG LFAS'T DFVFLOPRD COUNTRIFS IN PROMOTING
TNDUSTRTAL DFVFLOPMFNTS ACTIONS AND SPRCIAL MFASURFS RFQUIRFD
™ MFFET THF. NTFD3 FOR ACCRLFRATING THRIR TNDUSTRTALIZATION _a_/

Introduction

There has boon an increaoing awareness on the part of the United Natinns
and the intornational community of the need for providing special assistance to
the least developed countries (LDCs). The subject hos been constantly under
disucecion since UNCTAD T1T and hes been given formsl axpression in a series of
other internalional meetingo. Tho criteria for deteraining whether a country
could be clacoified as least cdoveloped have evolvaed after a great deal af care-
ful thoughty the bases on vhieh arristance should te pro”ided have been worked
out, and the peculiar difficultics of thase rountries kave baen analysed in
;ome detail. "ho lrited Naticis fonferaire on ™rade aand Devalopment (UNCTAD)
hos teken a number of initiativaz in this unttor znd hae baen the first to draw
attontion to the nento predisement of the LE"o, The Daclaration and Programme
of Action on the Fstablishment of o New Intmrintionnl Teonomic Order, adopted
“v tho General Aosembly at {ic sixth cpecial roscion (rocolutiono 3201 (8«VI) and
32n2(. 1)), the Lira Daclari.tion and Plan of Action on Industirial Development
and Co-operation, and rearlubion “D/ARI/HA(IV) clopted rt UNCTAD IV represent
in cany ways the culniniting points of cofforts to pro~ote an awareness of ihs
need of these countries for crorinl acsicztance and of the deop concern over the
problem in recent yoars. The economic situation of the LCCs, however, has not
fmporveds it mar, unfortunate?y, bLs true that, with a few exceptions, it has
become vorse. The followinz table illustrates the tiidening income gape in
per capita GNP in conotant 1972 United States dollarazp-/

a/ Origirally {esued as UNID) docunent IDAY.234/2, 27 October 1976,

b/ "Review of progress in the irplementation of special measures in favour
of the least developed arons the developir; countries®, repert of UNOTAD .
secretariat (UNCTAD ™D/BAc,17 /3, 10.6.75), p. 3.
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Developed Centrally planned All Least
market economy economies of developing developed
countries Fastern REurope countries oountries
GNP capita
in 18-3 3,841 1,630 247 96
NP per capits
in 1553 {assuming
continuance of
1971-1973 growth
rate) 5,089 2,294 306 100

Nine of the LD('s showed negative rates of g__ capita growth during 1970-
1973; the average came to less than 1 per rent= and is far from the average of
3.5 per cent visualized in the Tnternational Development Strategy. There has
been a sharp decline in the rate of real GO" originating in manufacturing in
the LDCs, from 12.3 per cent in 19601979 to 5.2 per rent in 1970-1973, It is,
therefore, most important to make a multidisciplinary and concerted attempt to

ensure the speedy industrial development of these countries,

"here are many reasons {or the economic backwardness of the LDC's and for
the situation that has developed. An overwhelming number of these countries
have been liherated rerently from colonial rule, under which they supplied
primary commodities, apricultural produce or minerals and imported manufactured
and finished products. The capital bases are small and the articles these
countries can export or t.e capital goods and raw materials they can import are
extremely limited. Seventeen of them are handicapped by their land-locked posi-
tion, Among the }1 countries listed as “nost seriously aff:cted" under the

United Nations Fmerpgency Nperation, 19 are among the least developed, Problems

c/ Tbid., ». 4. In fact, the average percentage growth rates of the LDCa,
romyared with other developing rountries, brings out the point in sharper outline:

All All developing countries Least
developing (excluding major developed

countries petroleum exporters) countries
(percentage)

Total ONP
19601971 5.2 5.1 3.4
1970-1973 5.7 5.3 3.2
1970-198n 6.0

Per capita GNP
1960-1970 2.6 2.5 0.R
1970-1973 3.1 2.7 0.6
1970-1980 3.5

o . s — - .
. P o - - -
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are ~aused hy resour~e papg, debl servire liahilities and increasing unemploy-
ment or underemployment in moal of Lhese conntries. “hare 13 n preusing need
for reginnal dispersal, decentralized srowth and balancea and harmonions develop-
ment. tilerary rates are 1ow and the edurational gystem that has heen inherited
is a mool ineffective vehicle for bringine about a major tranuformation and
structural change; >t does not impart vocational praficiency or the cul ture of
work., TL ig no wonder, therefore, that lack of skilled manpower seems Lo be

~Maracteriatic of every country in thin catemry.

‘ne of the mgt preasing needs of these couniries is {or the development
of manpower from top to bottom with varying degreos of mayrerial, voeational
and techmeal qualifications and competence for positions at different levels
and pgrades, Above all, a fair number of the countries have yel to survey and
identify their patential, and if this has heen dane, mich lesway imst be wnde

up hefora il 18 Fully exploited.

In the final analysis, earh ~ountry charts 1ts nwn ~ourse and works out
ils own programme of development. [t is nnt advisable or practicable Lo Blip-
Fest a umform solution or pattern of devalapment, "irat, while erch country
haa low levels of literacy, a small share or manufacturin: 1n G and a low
per capita income, A sreat variety of conditions and systems prevail in these
countries. 'he difference is not merely 1n terms of social and rultural pat-
terns and polilical organization; tor example, one rountry has nearly the
higheat population density in the world, and another haus nlimost the lowest.
There are countries rocovering from a droupght, some that have iust emergsed nu
separate pnlitical entilies, and some Lhat are ULryimy Lo build anew on the
ruins of a long-drawn-out war. ‘ertain countries have a high degree of growth
potential in terms of matural revources, and olthers are nol so richly ondowed.
Thug the problems and preoccupations of Dangladesh are not the problemg nof
Leanthos and Lhe major difficulties of the Lao People's Domocra;‘,ic Rapublic
may mobL bte of like concern for "had or Somalia. Secondly, it 149 not far lark
of models or prescriptions that the rountries have not been able Lo imake head-
way. A model that does not take i1ntn consideralion the social and hlutnrinai
complexities, cultural patterns and political realities and thatl is an entity
in ilself, however, will not work., t¢nly tha! partienlar system will work Lhat

is a local brew arising from the process. of fermentalion in a piven goriety,
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Formulation of broad f{ramework and obisclivey

An encouraging aspect of the situation regarding the LDCs ia that they
seem to be determined to attain the gnal of self-reliarse and self-sustaining
growth. A firm commitment to the ideal of self-reliancce 1s one of the pre-
requisites of economic and industrial develnpment. ''hay have been attempting
to utilize their natural resources and ei iowmenis ani Lo re:ice dependence on
imports, by degrees and stages, of food, consumer srticles, proceassed goods
and manufactures. Most of these countriéa have introduced programmes of im-
port substitution (although it would be desirable for *hem to have put greater
emphasis on exports than they have). They have becn rastrictinrg imporis of
consumer goods and luxury items, The attempts mada in m2:0 cowwrirics to rmobi-
lige internal resources by taxation, reduction of expsnditures and even salar-
ies of employeeas, and to achieve greater fiscal diascipline are ricasures of
their increasing consciousness of developing that inner reserve of strength
which bends a national situation in the direction the leadership desires.

The path of development is not easy to pursue for couniries that have begun
.90 late and that have started out with such unparalleled handicaps. The
objective cannot be achieved without a massive flow of firancial and tech-
nical assistance which would be quick, effective, substnntial in quantity
and free from the encumbrance of bureaucratic delay. Instnnces are not laok-
ing in which such assistance has been forthcoming in atundance. The point is

whether such instances can be repeated with greater ‘rcquency and on a vaster

scale. .

It is essential for Governments {o have a clear comprelienmion of the
broad directions :nd objectives they wish to pursue. A poritive feature is
that the formulation of objectivud wli vue Pusrtuepeiva o1 viie raluise afflio=
ting these countries have on the whole been sound. iriority aTeas seem to
be agriculture, infrastructure and industrial developwent, in tha! order.
Occasionally, infrastructure may have precedence over agiriculture or minor
variations may appear in a concept or in emphasis. Agriculture and rural
communities, scattered habitations not yet brought togsthecr in a vilime, _,
even nomadic tribes seem to be predominant. Agriculture will continue to be
pivotal for the development of industry in mos® LDCs, from the point of view
of both backward and forward linkages. The national plans invariably empha-
sise the need for dispersal, decentralised growih, laboursintensive technologies,
emall-scale indusiries, village industries and handiopafts. The importance
of basic and prime-mover industries is also recognized.
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In many of the LDCs, however, there is little by way of a comprehensive
strateg in aotual practice, apart from an attempt to prepare a few feasibility
studies. National plans have suffered from shortfalls, and policy goals have
not been realized. The need is to introduoe a package of measures since iso-
lated attempts will not produoe results. The spheres of activity of the dif=
ferent sectors - private, public, small-scale and village industries, or
foreign investment ~ need to be clearly spelt out. A great many decisions
relating to incentives need to be taken in pursuance of the direction a coun-
try's economic development is supposed to take. Economic surveys may be re-
quired and promising product lines need to be identified. There should be a
programme tc motivate suitable parties, whether private entrepreneurs or indus-
trial co-operatives, to take up certain product lines. Focal points of growth
may have tc be identified and located and infrastructure provided for them.
Linkages between the development of agriculture, fishery, livestock or forestry
and industrial growth need to be established. Training should be organized and
information systems built up. Marketing studies should be carried out. Every
element of the paokage should be synchronized and fit into a pattem. Often,

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

In other words, it is not enough to be aware of the broad objeotives.
Certain policy deoisions and exeoutive measures need to be taken on a oo~
ordinated basis in order to orient the oountry towards those objectives.

The questicn then arises why the oountries concerned have not tried such
& co-ordinated attempt. There is no single answer. An important reason is the
lack of expertise to take an over-all view, to build up systems, tc give sugges-
tions regarding policy formulation, to initiate feasibility studies, tc suggest
& proper pattern of institutional and organization support and tc provide a
wide and oomprehensive range of advisory assistance. A strong nucleus of multi-

disciplinary expertise is needed at the oentre of planning, in the ministry and

in the executive agency of the ministry, tc assist in inaugurating a number of
basio and fundamental initiatives needed to be taken by the Covernment. Lack
of an assured flow of finanoial and teohnical assistance alsc stifles government
initiatives. Laok of cc-ordination between the different agencies c¢f the
Government is also a hindrance. Sometimes Governments hesitate tc provide one
input without a reasonable hope that other imputs will be forthcoming.

Some of the essential components of an integrated apprcach to industrial
development and suggestions for specific ocurses of action are dealt with in
the following sections.
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Role of foreign investment and of

national private investment

An analysis of the policies of the LDCs reveals a whole spectrum of ap-
proaches. Some seem to welcome private and foreign investment in practically
every field of act‘vity; others do not all-w such investment t all, and there
are those that have left the .uilcr vague. The policy ~f each country may
have a oertain inner validity. However, it is most iwportant to specity areas
in whioh a foreign investor better stay away, so that indigenous capacities
are not pre-empted. It may even be necessary to debar an existing multinational
oompany of a foreign enterprise from diversifying. Por instance, the establish-
ment of a multimillion dollar joinery may shut out hundreds of little joineries
about to burgeon in a given environment. It may be best for the foreign inves-
tor to ooncentrate on other areas more befitting his financial and technical
oapability such as heavy forging.

On the other hand, it would be well to consider both foreign investment
and private national investment as important factors and options in the growth
and development of industry, in view of the fact that the major constraints in
the way of industrialigzation of the LDCs are lack of finance, resource gaps
and the shortage of management ability, skilled manpower and technological know-
how, It would be best to attraot foreign investment where the capital involved
oannot be mobilized intermally, and where it is not possible to secure technical
know-how and management capability. In this context it would be useful to spe~
c¢ify olearly the areas in which foreign investment would be welcome. It may
then be worthwhile to create conditions that would be not only conducive but
even a{tractive to such investment. At th: same time, there is need to ensure
that the terms of the foreign investor are not exploitative, that there is pro-
vigsion for the training of local staff, for the progrescive replacement of ex-
patriates by nationals who would eventually take over the company.

A clear-cut definition of the roles of the different sectors is equally
valid for the national private sector. The part assigned to it will differ
aocording to the political and ideological persuasion of the country conoerned
and that country's perception of the relative advantages of the sectors. The
private sector in turn should have a clear notion of where it stands in the ‘
national scheme and the areas in which it may be active.
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Role of small-scale industries and of
artisan and handicraft units

At present in the LDCs, there are a few large-scale industries and a lar-
ger base of artisan units. Small-scale factories are yet to emerge, There is
a need to strengthen the artisan units and to help to establish small factories.
The skills of tne traditional artisan 'nits need to be uppgraded so that some
may grow into small-scale factorirs. The patterm of industrialization has to
be an integrated fabric in which units of differcnt types and scales play a
part. Thus, while it is most important to develop basic and large-scale indus-
tries, the promotion and development of small-scale units should not be neglected.

I+ i necessary to define the smallescale sector for the reason that in
the abvaenoe of a definition there will be practical difficulties in giving this
sector the special assistance it needs. The term small-scale industry generally
refers to small faotories as distinguished from non-factory industry, which
includes t;oth traditional and modern artisan units. Pactory industry can
generally be distinguished from non-factory industry by the degree of speciali-
gation of labour. One uses specialized labour, the other uses less productive
artisan-apprentice labour. It is not possible, however, to suggest a uniform
definition for all countries because circumstances differ. MNWhile in developed
ocountries the tendency is to g0 by a ceiling represented by the number of em-
ployees, developing countriec usuilly ;70 by th: amount invested in fixed capital.
It would be more appropriate for the LDCs to go by a ceiling of investment in
fixed capital than by the number of workers employed, becauss of the general
shortage of capital and surplus of labour. All categories of units, whether fao~
tory or non-faclory, within this limit _.nould be entitled to a certain measure
of special assistance. It may even be necessary to provide a speciil package
of measures for smaller operations and artiman and handicraft units. It may
also be advantageous in the oase of the LDCs to include as amall-soale industry
different kinds of service industries and repair and maintenanoe operations,
The fixed capital limit for small-scale industry should not be too low and
should not discourage small-scale units from equipping themselves with machinery

and tools.

Special measures, however, are not necded simply on the ground that smalle
soale industries and artisan or handiovaft workshops are necessary for the over-
all industrial development of a country. While all industries irrespective of
soale suffer from lack of finance and technological know-how, for small opera-
tions these difficulties are far more acute. The capital structure of these
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units is wsak and the need for teohnioal counselling is far more preeeing. MNore-

over, there are oertain additional handicaps. A large industry oan make ite owm
arrangements for some of the basio infrastruoture, suoh as eleotrio power, while
the small investor must depend on the existing infrastruoture. It ims far eaeier
for large: industries io make lioensing arrangemente with foreign firms for pro-
viding teochnioal ¢4sistance or capital. The pereon running 7 emall industry
(unless it happens to be a oo-operativs) tends to have sole reeponsibility for
produotion, management, marketing and finanoce; as he ie his owm produotion,
marketing and management man, he neede special support.

An important nsed in this ephere of activity ie for a powerful and effeo~
tive sxteneion servine. An extension servioe oan assese the proepects of indus-
tries, selsct & loocation, estimate oapital requiremente and potential markets.

It oan advise on the ohoice of raw materials, maohinery and tools and on their
most productive utilisation. It oan aleo advise on management development, whioch
inoludes finanoe, produotion planning, marketing eto. Industrial extsneion may
jnolude individual oounselling, through visits to faotoriee, providing informa-
tion and organizing regular courses of iraining. The need is for a deoentralissd

network of extension services.

Small unite often have diffioulties in obtaining credit and must depsnd
on money-lendere. There is a tendendy for development banke to reject the appli-
oations of some emall units as not well prepared. The small unit aleo nesds
guidanoe on how to make the best uee of sredit. An important need is to inte-
grate oredit with technioal assistanoe. In other words, there is an imperativs
need for the extension agenoy to be in direot touoh with the development bank
or commercial ban. 3, or for what is oalle.' supervised oredit In some inetances,
it is necessary for the Government itself to supervise a programme of oredit
assistanoe by giving budgetary support. It may be neoeseary for the sxtension
staff itself to give rapid finanoial assistance to small-eoale units with small
opsratione, without having to go through a great deal of red tape.

An important part of the sirategy would bs to awaken the people in all
parts of ths ocountry to newer possibilities in the field of indusiry. PFor this
it may be neoessary to produce a large number of projeot profiles which would
show how this would be possible. It is important also to demonstrate how ini-
tial margine of investment oan be reduoced by various forms of government assis-
tanos, such as making available faotory sheds and machinery on a hire-purchase
basis.
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It is also crucial to identify product lines which would best be set up
in the small-scale sector. It may happen often that a single large-scale
enterprise pre-empts capacities for manufacturing items that could be pro-
duced by small-scale unitsa. Thus, the chances of a group of smaller and much
more labour-intensive units emerging in different parts of the country may
be stifled. T.is is a point 1o be exa.ined constantly at the stage of licen~
sing or approval; it can be done only if the couniry has an approximate idea
of what units can be promoted in theo small-scale sector. Depending on the
existing and potential capability of the small-scale sector, a few 1tems may

even be reserved for manufacture exclusively in the small-scale sector.

It is important to ensure that the relationship between large-scale and
small-scale units should be complementary. [t has been observed in both
developed and developing countries that often the larger firm finds that its
own interest is not to make everything under one roof but to farm out parts
and components to subcontracting units. It is economical for the larger firm
to do this and allows it time and energy to devote to bigger and more urgent
problems. The smaller unit develops an expertise of its own, gives greater
attention to the item, and produces it more cheaply owing to lower overheade.
The subcontracting firm has assurance of part of the market and can in many
instances have the benefit of counselling and testing from the parent firm.
Another important advantage accruing from the development of ancillary indus-
tries is in development. Many large undertakings tend to become islande of
industrial complexes surrounded by a sea of stagnation. The development of
ancillary industries alleviates this tendency.

Rural industries projects

The links of the small-scale industry sector with the rural economy need
to be strengthened. It would be worthwhile to take up intensive projects in
the rural areas, first on a pilot basis and subsequently on a wider ecale.
The initiative and effort of the local commnities would have to be etimula~
ted and mobilized. The intention of these projects should be to attain an
even spread of industries throughout the countryside. The projects shoulad
take into account two important factors: (a) local resources, both human
and material and (b) local needs. "Local” does not mean a eingle villages;
it may mean a village, a group of villages or a district, depending on the
nature of the industry and the technology ueed. The aim should be to con~
vert the present purely agricultural commnities into agro~-induetrial com-
munities. It 18 most important to choose the location of such projects
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carefully. Generally, a good location will be where agricultural conditions
are favourable and a considerable effort in the field of agriculture is being
organized. A favourable feature would be the availability of power. It would
also be a good 1dea if some projects were located in areas where large indus-
trial projects are being located. "hese projects should be i1n addition to any
industrial estate: that may be set up. 7! main objective i . to bring atout a
diversified and decentralized growth of industry with significant stress on
the growth of non-farm employment and production based on local resources and
needs. This would be essentially an extension programme with different com-
ponents made available in the form of credit, technical and management assis-
tance, factory sheds and training. In areas where potential for the modern
small-scale industry does not exist, stress should be laid vn the improvement
of traditional village industries and on training the local artisans and

craftsmen.

Infrastructure for industrial development

Physical infrastructure

One of the major reasons for the continued backwardness of certain areas
in a country is lack of infrastructure; a proven way of igniting the process
of industrialization is to provide the basic facilities. Industry will grow
where these facilities have grown; and it will not grow where nothing else
grows. The directions which any plan for developing infrastructure take will
necessarily have to correspond with the general pattern of development the
country desires. For industrial development it seems best to identify poten-
tial centres of giowth on the basis of techno-economic and sucial criteria.
Some of these centres have already a basic infrastructure available, The best
course of action may therefore be to concentrate on such centres. In the
second phase it may be important to‘concentrate on areas that have promise
from the point of view of resource endowments. At some of these centres rural
industries projects may be initiated. At others there may be general industrial
complexes providing industrial estates and other facilities. Some of these
focal points will become models for surrounding areas and can generate a great
deal of economic activity. Centres that are taken up in the second phase may
require.an immense amount of physical infrastructure support, and thus require
a great deal of assistance from external sources.

There are some places where an outstanding resource is available - mining

for instance. The project, however, could be worthwhile only if there were
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among others, a connecting road and electricity. Irovision of physical infra-
structure in such cases would be worthwhile; and it is no use computing its
worthiness only on the basis of what is available at site i1n disregard of the
entire economy and society. The point belween the mine and the town with which
it i® connected will also develop as a result of inf‘mstructure'suppprt. Since
the intention i to help the LDUs and it provide special amista.ncé,‘ there is
an overriding necessity to relax the normal standards of evalﬁating the via-
bility of much projects. It is recommended that intcrnational agencies should
provide these additional inputs through assistance in order to make the pro-
position feasible. There have been instances in which the LDis have received
outstanding support from international agencies and omqn‘izationg. (In one
case, for example, FEEC has given a osum of £45 million as a grant for infra-
gtructure and some other projects.) Instances of this kind ahouldkbe'multi— —~—,
plied. The requirements of each country need to be looked into m détail and
a perious and concerted attempt. should be made to provide inf‘raatfucture ina

gubstantial measure.

Some of the LD('s have tremendous hydroelectric potential. In fact, one .
has potential equivalent to the installed capacity of Canada, Mexico and the
United States. While it may be a long time before 1t is realized, as much use
should be made of thie resource as quickly ae possible. As.it happens, some
of these countries are land-looked and by supplying power to the transit coun-
try, a position of greater interdependence can ensus. Moreover, the supply of
power and the consequent eleatrification of the countryside can act as powerful

stimilants of econumic and industrial activity.

The conclugsions aret

(a) That the requirements of each country should be studied as a whale
and external aseistance provided un a massive acale. Special assistance will
be nopdqq at focal points of potential growth, which ahould be 1dentified, and
for connectimr them with markets and outlets;

(b) The usual rules for determining the viabiltity of mining and manu-
facturing projects should be made more flexible, taking mto account infra-
structure as a necessary input;

(¢) Covernments may want to study the subject in'a compreheneive mai~
ner, prepare master plans for infrastructure supportj expertise should be pro-
vided by international agencies in identifying infrastructure needs;

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

0. isational d institutional support

" A orucial matter in the ‘infplementation of a programme of industrial develop-
ment is that the ministry executing it should be effective and well-organised.
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In a large number of LDCe, this ministry lacks qualified staff with a techno-
economic background. There are some countries where just two secretariat of-
fioiale look after the entire programme. Another disquieting feature of the
present situation is that in many of the LDCs the ministry has no executive
arm. This would be bad enough anywhere in the world, but in the case of coun-
tries placing the greatest stress on decentraliszed growth, it is impossible
to think of such a growth without a decen.ralized network fur ite motivation.
The consequsnce of such a lack is that the metropolis tends to become the
Mecca or Jsrusalem of all the people, when the reverse ought to be true for
the execution of the programme. In a few countries a minimum of qualified
staff at regional or district levels has been appointed. The attempt is
being made to provide technical and management counselling at the doorstep.
This kind of technical or management counselling to a proepective entrepreneur
cannot but have motivational aspecte; for it is not a passive kind of arrange-
ment for providing advice only in response to requests. In any dynamic pro-
gramme, counselling and provision of guidance and supervision cannot be dis-
gooiated from direct initiatives. In many of the countries a reasonabls
amount of expertise is available, but only at headquartersy it tends to be
concentrated around a few large projects and it also appears as if motiva-
tion or evoking a positive response to a good idea is not ite function,

Most LDCs nsed a great deal of organizational support. They need expsrts
te 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-feasibility and feasibility
studies, and in advising Governmenis about the types of machinery available
the world over ai:d the suitability of parties. Many LDCs nned this assistance
for long periods, five. years or more with some assurance of contimuity. More-
over, there is need for an executive arm of ths ministry concerned with develop-
mont. Most of the LDCe need to decentralize. Each region or division of the
oountry or important industrial complex needs a certain complement of staff. A
certain amount of exteneion service is needed at divisional industrial wservice

z institutes, which should be set up. These institutes should dffsr sxpertise
in management and technical counselling. The institutes should take initia-
tive in motivation, Similarly, extension staff would be required in the rural
| industries projscts.

Ipdustrial extension support services. Most LDCs need regular long-term

projects for industrial extension support servicee, which would function both in '
the ministry and in the field and which would have the following objectives:
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(a) To evolve a policy and strategy for the development of industries
in urban and rural areaus

(b) To organize a programme of industrial support services that would
inoclude building informiation systems, projeol identification and feasibility
studiesy

(s) To help organize a technioal and management extension servioce;

(d) To «stablish an effective 1 .nk between the ex'cnsion service and
the banking institutions of the oountry:

(e) To help in operating industrial service centres, common faoility
servioces and meohanioal workshops ir industrial estates;

(f) To organize and operate a network of rural indusirial services
through rural industries projcots which may inolude service workshopsj

(g) To train national offioials who may be able to carry on a support
services programme.
This kind of assistanoe has been given by UNIDO to some developing oountries,
inoluding LDCs, and has been found useful. It is important to extend it to
all LDCs and to ensure that its oontinuity shall not be broken or disturbed.

Parastatal institutions. The extent to which the LDJs have been able to

supplement their organizational struoture with oertain institutions differs

*rom oountry to oountry. There are a few outstanding examples. Most countries

will be greatly helped if they are able to set up parastatal institutions suoh
as industrial development oorporations for oarrying out a number of activities.
The soale on whioh the programme needs to be oonoeived makes it oompelling

to oreate a parastatal institution that would be relieved of the iron-clad
rules of a government set-up. An effeotive organization is needed that would
have all the strength, oapability and motivation of a commeroial organization
oombined with a drive for promotion and development; 1its spheres of activity
ocould bes

Construotion of industrial estates

Proourement and supply of raw materials and ancillary items %o industry
Proourement and supply of machinery on a hire-purchase basis

Marketing of industrial produots

Direot equity partiocipation in ventures

The establishment of such oorporations may need substantial external aassistance,
inoluding grants and oredit lines.
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A closer association should be established between the extension network
and the development bank and even commeroial banks. Sometimes some really
good projects tend to be rejected. The development bank may consider the
advisability of setting up advisory committees, consisting of industrial
engineers and economists of the extension wing o' the ministry of industry.

The bank may also want to have a frequent (ialogue with indus:ry.

Hire-purchase operaticns for machinery and equipment. Substantial
reduotions in the initial margin money can Le effected by introduocing a scheme

of hire-purchase for machinery and equipment, especially in the case of small
and medium-sized industries. The scheme would be to supply machinery to
existing or potential investors at a small down payment of say 5 per oent of
ite value. The remaining sum would be recovered over a period of seven years
at a ooncessionary rate of interest. This would be a case of supervised credit
and the extension agency shoull be fully integrated and associated with the
programme. It should sorutinize applications, help the investor in filling
out the forms and push them through the agenoy deputized by the country to
prooure and supply such machinery. It should keep in constant touch with the
party until the instalments are repaid.  This experiment has been highly
sucoessful in some developing oountries. It iz satisfying to f.nd that at least
one LDC has introduced the soheme and that a change has been brought about in

the investment olimate in consequence.

Crediti-guarantee scheme. An important step that could instil a certain
amount of oourage and dynamism in the lending policies of commerocial banks
would be & oredit~guarantee scheme which has been adopted by some developing
oountries with significant success. The bust course of action would be for the
central bank of the oountry to operate the scheme on behalf of the Government.
In other words, the central bank should become a guarantor. Commercial banks
should partioijate and should pay the central bank 1/10th of 1 per cent per
anmum on the amount sanotioned or outstanding. The amount so deposited could
go into a reserve fund with the central bank, thus underwriting about 75 per oent
of the risk.

Quality control and standardization. These will have to play an increasing
role as industry develops in the LDCs. The need for quality oontrol and stan—

dardization is already felt espeoially in the area of food testing. External
assistance in this sphere is urgently needed.
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Extenoion training ingtitules. Tt is also most important to set up

extension training institutes for groupe of oountries on a regional basis.
These institutes should train workers in the principles of extension, covering
a number of arcas suoh as scientifio demand analysis, prinoiples of produoti-
vity, preparation of feasibility reports. Some aotual and potential entrepre-
neurs or members of industrial oo-operatives should also take these courses.

A potential investor may, for instanoe, whilec under training want to make his
own feasibility study; he should be enabled to do so. Thug, the extension
training institute oould be aotively involved in the programme of entrepre-
neurial development for both private entreprenours and members of industrial

co~operatives.

Other regional institutions could oonoentrate on research for the
adaptation of teohnology evolved in other oountries, espeoially developing
oountries. There could alco be regional institutes for tool design and

manufaoture.

Other areap of external assistance

Preparation and follow-up of feasibility studies

In several countries a substantial amount of work has been done on the

preparation and follow-up of feasibility ustudies, and a grea‘t number of

feasibility studies have becn oonduoted. It is, however, observed that a good
many of these studies tend to remain merely studies without leading to aotual

projeots, for various reasons; one is that many feasibility studies have been
done without the benefit of' previous industrial surveys or a national inventory
of potential resouroes. Another stumbling blook is the faot that information

systems and siatistios are far from perfect. The more direot oause of laock of
progress is that looal oxpertise for carrying out detailed feasibility studies

is lacking. A good deal of pround oan be prepared by pre~feasibility studies
oarried out by the industrial support services projects recommended above. The
faol remains, however, that no mutter how determined a countiry may be, and
irrespecliive of the ground prepared by indigenous effort baoked by expertise,
substantial direot financial assistance is required. In the course of visitso

and studies, exoellent examples of such assistanoe have come to light in some

of the LDCs where a substantial amount of money had been placed at the disposal of
the development banks on a grant basis in order to enable them to prepare a shelf
of such studies. Such assistanoe should be in countries where it has actually
been given and multiplied to cover all the LDCs.
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The need is imperative to establish a link between the preparation of

feasibility studies and their aoctual implementation by combining teohnioal
with finanoial ansimtance. Therefore, oloser oo-operation among technioal
agsiotance and finanoial institutions from the very beginning is strongly
reoommended. It might aluo be a good idea for UNIDO to build up an adequate
amount of dooument tion on the firms and p riners interested in speoifio items
for different projeots in the LDCs. UNIDO might also supply the LDCs with
otandardized teohnioal agreements for different kinds of projeots and render
the neocessary advisory servioes. There is also ample soope in this area for
teohnioal oo-operation among developing oountries. Home of these countries
have proven their capabilities in oertain kinds of industries. These oountries

may have highly developed organizations whioh oan oarry out pre~feasibility

and feasibility studies and ocan even help in seouring turnkey projeots and
Joint ventures.

Aseistance to existing industries

In some oountrien the void oreated by the withdrawal of foreigners has
resulted in serious dislooation, and it would appear that any short-term
programme would have to be direoted towards rehabilitation and oonsolidation
of the exisiing struocture rather than iowards the stimulation of new enterprises.
The problem oan only be solved by a speoially tailored programme of management
and teohniocal assistanoe at different operuting leveles and in nome ocases by
direot appointment of internationally reoruiied managers and techniocal personnel
for some years, together with appropriate oounterparts. An attempt has been

made by UNIDO in suoh caven to inolude nuoh measures in oountry programmes.

It has been found frequently that oapsoities in many pul.lio seotor and
private units are underutilized, possibly owing to a large number of oirouma-
tances such as laok of appropriate manpower or a faulty projec;t report to begin
with, or laock of demand for the time being. The matter needs to be studied
and assistanoe should be given. UNIDO has already requested the LDCs to
inform it if they need assistance in this regard. Some LDCo have already
indioated their interest in suoh help.

Turnkey projeots

Turnkey projeots oan be an important source of teohnology transfer. The
turnkey projeot oan be a paokage oonsisting of




Selection of established manufacturer whose know-how and teohnology
is suitable to the country

Preparation of a feasibility report
Supply of know-how and other details inoluding drawings
Training of technioians and workers

Installation of machinery

Solving for a given period any bottle-necks arising during produotion

Such turnkey projects can be quite suitable in the case of small-scale operations

also. It would be useful if UNIDO were to develop a certain amount of documen-

tation about firms interested in such operations throughout the world wifh

speoial referenoe to developing countries.

mort assistanoe

A most important sphere in which the LDCs have yet to make major progress
is export promotion. While there is rightly a pronounced aocent on import
substitution in the plans and programmes of all these countries, it is obvious
that it will not be possible for them to make the required headway without
the effective promotion of exports. The oountries need resources and foreign
exchange for ocapital invesiment in any industry. Moreover, it is important
for ensuring the quality and oompetitiveness of products to enter the export
market. An interesting and useful way of assisting the LDCs would be integrated
assistance projeots whioh offer a package of trade promotion assistance in
rcsponée to a number of related needs. Some of these programmes are already in
operation in several LDCs, with UNCTAD and ITC assistance. It would be useful
if these efforts shouid lead to multidieciplinary assistance projects with the
inoreasing partioipation of UNIDO and other United Nations agencies.

Manpower development

A most pressing need of all LDCs is for a strong and effeotive programme
of manpower development. There is no point in finding patohwork solutions to
this problem which will have to be attacked on a fundamental basis. The LDCs
by definition have extremely low literaoy rates. A massive programme of
educational development and reoonstruotion is oruoial. Equally important is
the need for introducing elements of vocational and teohnioal training and the
oulture of work intc the educational system. BSeoondly, a programme of both
management and technioal training is needed that would be designed for industiry




AN S B S 7T 2 TR TS T T X A
.

and would harmonize with the over-all otjectives of nationsl development

plans. Perhaps it world be a good ldea to field special UNESCO/UNIDO/ILO

missions to work out the requirements of training ir the LDCs. In many LDCs
the first step would be %o survey the present and fulurc needs anda to work
out a plan of ass’stance. ILO, which is 'laying an importa ! role in this

sphere, may have to give eumphasis to LDC¢ in its programmes.

UNIDO has a number of well-organized iraining programmes, but the needs
of the LDCs are special and go beyond what ithese offer. What works well for
Egypt or Mexico may not zuit these countries. The organization of mobile
oourses in the countries themselves could cover certain mreas suoh as management

aooounting. Fellowships and study tours in developing ocountries that are olose
to the LDCs would also be very useful.

It would be an excellent idea if centres were set up with external
assistance for evolving prototypes of simple maohinery which could be
fabrioated in the LDCs, such as agricultural implements, hullers, power
tillers or threshers. Simple machinery required for the leather industry is
another example. An attempt should be made to set up such centres, at least

on a regional basis, if it is not possible to establish them in each oountry.

Prime-mover industries

Reocently, ESCAP has evolved the ooncept of prime-mover industries for
land-looked countries. The objeotive is to develop a oentral innovative
aotivity with possibilities of rapid development. The approaoh is to identify
an industry with rioh local endowment that would provide a dynamic and
oumulative impetus for the diversified development of the national eoonomy of
land-looked countries, with the help of donor cour.cries. It oould be a dairy
industry, timber, or sugar cane with its possibilities for bagasse, molasses
and alcohol produotion. "Kishmish" or dried grapes oould also be oonsidered.
The teohnology is simple. It is agro-based. It has export and employment
prospeots. Its development and promotion would not require a complioated
programme of development of skills. It is proposed to launoh a programme to
examine the various projects and to identify the industry that oould be a
prime-mover industry for each country. Field missions would be sent to three
land-locked oountries which are also least developed to determine the
availability of such infrastruotural, organizational and managerial skill, and
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marketing and other inputs that would strengthen the proposed prime-mover
industry and ensure itus sucoess. It is intended to prepare a model toc serve

as a basis for the development of the prime-mover industry and to extend it
to other land-looked countries.

Teohnioal go-operation among develogigg oountries

The importance of teohniocal co-operation among developing countries has
been emphasized and there can be no question that this oould be an important
input in any programme of industrial dovelopment. The possibility of promoting
a consortium of some of the developing countries that have already made
oonsiderable progress in developing indigenous capability with the specifio
objeot of assioting LDCs seems to be wortih exploring. Some of the developing
oountries have already expressed willingness to help the LDCs with technioal
asslstanoe. The possibilities of this kind of oo-operation are endless
provided finanoial assictanoe from international and bilateral sources is
forthooming. If the consortium oould help the LDCs with the fruits of teohno-
logiocal ressarch ai.d with pilot demonstration plants, the assistance rendered
would be invaluable. These ocountries oan also help the LDCs in looating
suitable parties for uetting up turnkey projeots. In faot, in some oases,
some developing countries may be able to help the LDCs in ee;tting up their
own plante based on their experience. Some of their oonsultancy organizations
might ocarry out pre-feausibility and feasibility studies for the LDCs at no oost
provided their oost of international travel is met by international agenoies.
An important area in whioh suoh assistance oould be particularly useful is
study tours and training. Some developing oountries have excellent institutes
of extension training at whioh nominees of the LDCs have received training for
« yoar or more to advantage. Other kinds of training ocould also be imparted
and special oourses speoifically designed for the LDCs could be arranged. Apart
from awakening the LDCs to emiting poaqibilities and unsuspeoted avenues, the
oonsortium would help greatly to prémote‘ a feeling of solidarity and fellow-
fecling among developing oountries.
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Annex II1

FORMULATION OF POLICY AND 3PECIAL MEASURES IN FAVOUR OF THE
LEAST DEVELOPED, LAND-LOCKED AND ISLAND
DEVELOPING COUNTRIES a/

INTRODUGTION

To aohieve t'3 maximum possible inor-ase in the share o the developing
oountries in world prodnotion (Lhe goal is at least 25 per ocent by the year
2000), UNIDO will prepare a programme of &otion for the effeotive exeoution
of the projeots and measures reflected in the Lima Deolaration and Plan of

Aotion on Industrial Development and GCo-operation.

There is now world-wide reoognition that the least developed, land-looked
and island developing countries present problems that require uvpeoinl measurews
if they are to attain an acoeptabic level of eoonomio development. The General
Assembly in its resolutions 3201 (5-VI) and 3202 (S-VI) on the Declaration and
Programme of Aotion on the Establishment of a New Iniernational Eoonomio Order
and in 4{ts endoruoement of the Limsa Declaration and Plan of Aotion on Industrial
bevelopment and Co-oporation han emphanized that industrialization in thene
oountried munt take place at a more rapid paoe than in the average developing
oountry and hag reoommended that various oountries and international organiza-
tions undertake onnoerted aotion and npeoial measuren of amsintanoe to launch
innovative projeots and to lay a pound basia for the promotion of the more

rapid industrialization of these countirieo,

The speoial measurcse reoommended in the Lima Deolaratlion and Plan of

Aotion on Induxtirial Developmeat aret

(a) Speoifioy urgent measures to -stablish the neoe sary oonditions for
industrializationt infrastruoture, inventorles of natlural resouroes, and the
teohniocal and finunoinl awsistance required for the exploitation of these
resouroess

(b) Establichment and finanoing of oumplete industrial estates and pilot
plants based as muoh as possible on the use of available loocal resouroesy

(o) Creation of integrated produotion unite suoh as plants for agrioul-
iural maohinery, appropriate engineering induetries, and repair and mainienance
sarvioes)

(d) Implamentation of an appropriate agrarian polioy as a4 neoessary
basis for the promotion of integrated rural development sohemes that would
involve the eatablishment of small-soale produotion unite to meot both the
needs of internal markets and export requirementiss

(e) Developmeni of orafts and ootiage indusiries inoluding artistio
orafiss

a/ Originally issued as UNIDO/OED. 17/Rev.1.



(f) Assistance for systematic studies of industrialization potential;

(g) Bpeedy examination and establishment of infrastructures permitting
the harnessing and full utilization of water resources and the establishment
of agro-industries, with special emphasi. on the countries affected by drought;

(h) Preferential treatment within the context of international a@eemntu
for induptrial products and processed commodities from these countries, as well

as setting up of joint enterprises under regional co~-operation;

(1) Bpecial aid and assistance to these countries in the establishment
and development of adequate means of transport and communications;

(j) Urgent measures to increase the import and export capabilities of
the least developed countries and to help offset the disadvantages of the ad-—
verse geographical situation of the land-locked countries, particularly with
regard to their additional transportation and transit cosats;

(x) Priority assistance from UNIDO and other international organigsations

in all fields; additional financial and technical assistance with exemption

from counterpart requirements, where appropriate, through bilateral and multi-
lateral channels, to accelerate industrialization in conformity with the national
policies and development plans of these countries.

I. .PROPOSED POLICIES AND GUILZLINES FOR UNIDO ACTIVITIES IN THIS AREA

The role of industry as a dynamio instrument essential to the rapid econonio"
and social development of the developing countries, in particular of the least
developed countries, is widely recognized. The creation, development and di-
versification of industrial production facilities in order to expand both in-
ternal and external markets is the only way of ensuring equitable participation
by the least developed countries in world production and in the exchango of
goods and services, .as required by the establishment of a new international
economic order.

The activities of UNIDO in relation to any least developed country should
therefore have the aim of promoting an integrated industrialization process,
based cn the country's potential and reflecting the wishes, policies, plans and
priorities of its Government, with the object of achieving the highest degree
of interaction between industry and the other sectors of the economy. Specifio

recommendations for such activities are as follows:




(a) Particular attention should be given to the establishment of basic
industries, such as stecl, elecirical, metallurgical, mechanical engineering,
chemical and petrochemical industries, which are the indispensable base for

any industrialization process;

(v) Bnpha is and priority should e given to those rojects and programmes
that would create means of production that provide linkages with and basic

é ~ inputs to other developing industries and sectors of the economy. This policy
: would be applied as far as possible in the selection of projects designed for
the least developed countries in accordance with their strategies of development.
Through application of such a policy, for example, the estatlishment of a foundry
! or a factory for agricultural machinery would supply the mcans for better util-
ization of land and for increasing its productivity. This in turn would assist
in developing the agricultural scctor and pave the way for the introduction
of agro-industries (vrocessing, preparation and packaging of food and feed, for
example). This in turn would influence another sector and create more industry,

e.g., the production of animal feed would lead to increased animal production

s e s e

and the development of meat~-processing industry, leather industry etc.;

(¢) Priority should be given to the establishment of industrial infra-
structurc projects having a multiplier effect; e.g., thc establishment of a
building-materials factory would provide a base for the construction of schools,
training centres, factories, roads, wooden bridges and irrigation facilities,
leading to the development of availablc natural resources such as wood, gypsum

etc.;

f (d) There should be a sectoral approach, i.c. the strengthening and en-

k7 couragment of existing industrics with the potential to grow into an industrial
sector. For example, the strengthening and establishment of a textile sector,
besides increasing the quantity and improving the quality of production through
provision of industrial services and facilities, would lead to the creation of
other subsidiary industrics such as dyeing, the manufacturc of simple equipment,
and ropair and maintenance facilities, which would benefit the sector as a whole
and induce the creation of sectoral training centres ete. In accordance with
povernment policy in the lcast developnd countries, UNTDO will pay special atten-
tion to onc industrial secctor in cach country, taking into account all con-

sultations, studics and technical assista~zec required to cover all aspects of

4

its development. This would provide the means for quick returns to help finance
and strengthon other sectors. It would utilize to thc full the previous

experience gainnd within cach country;

-

.y - A -
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‘(o) The programmes and projrcts for tcohnical assistance proposed by
UNIDO should have as a goal the full utilization of available resources with
a view' to developing basic industrics;

(f) Assistance should be offered “or the developmer.: of rural industries
based on available natural resources and raw matarials. Proposals for industrial
projects would take into consideration onvironmental and social aspects; UNIDO
should also cc-operate, from the early stages of project preparation and
implementation, with those agoncies concornod with these aspects;

' (g) Programmes and projects should be devised to solve the particular -
problume of individual industries with a view to overcoming the obstacles
facihg these countrics;

(h) In addition to the normal training programmna, arrangements should
be made to train instructors, with a view to encouraging a multiplier effect.
Experience shows that after only a few years, counterparts leave the jobs for
which they have been trained, thus interrupting the work of the projoct.

By providing facilitics for training instructors, a continuous flow of trained
nationals would be poosible;

(1) In its activities UNIDO should taks full account of the offorts of
other United Nations agenciecs and international organizations and co-cperate
cloacly with them to acoelerate industrialization in the least developed
oountries. To this cnd, it is ncocess v to establish a intwork of semi-
independent international institutes for research and development in each
specific industry. Such institutes would be aitached to successful industrial
centros locatod in the least developed ccuntries and their work would be
fooussed on the basic problems of recording, analysing and developing
technologies, including the basic techniques related to a pnrticular'induntr151,
scctor, The institutes would onver the industrics immediately important to

the lecast doveloped countries and relevant to their pattcrns of consumption
and activity;

(J) Co-operatinn should be promntod among deoveloping oountrics by en-
couraging activitics in the following arcar: joint venturcs, multinational

oco-operation, cxchange of axperts, utilization of available training facilitiesa
eto.;
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(x) UNIDO, in clome co-operation with other agencies, should participate
and assist in organizing consultations with the intermational community
concerncd with industrial development, with a view to building indigenously

owned induatries bhasnd on appropriate tcchnonlogies.

II. SPF"IAL MBASURES FOR TH® LIAST DFVELOPED COUNTRIES

A. Consultative and administrative moasurcs

1. Idontification of requircmeonts and bottle-necks in ordor to establish
the type and magnitude of the technical assistance neccded to assist the least
developed oountries in overocoming thcir particular problems and to achieve the
objeotivec of the United Nations International Development Strategy. UNIDO
in co-operation with other agencies should field misaions to stud,y)inter—alim

(a) Tho requires measuren Cor removing Aany boitle-necks and the
identifioation of the partioular neods for ansistanoe in the seleniion
and preparaiion of approprinte finaneial and teochnioal annistanoce projeotsy

(v) Adaptation of anuistance %o the speoial oirewmntancen of the leant
developed oouniries. The nrilionl impedimenin to davelopmen? nhould bhe
identified, and all available assistance recource:u should be oonocentrated
on removing those impediments. Thewe minsions should encure that the
dispencation of asniwtanca shall Le flexible and effioient)

v

(o) The extent of teohnioal and financial ammistancw provided, the
growth of such anvintunoce for indusiry, itn effeotiveness and the problems
or obetnrolen inourredy

(d) 'Me irtroduotion of further menmiren for the effaolivé utiliza~
tion of teohnioal agnimtanoe in order to develop the absorptive oapacity
of the econonmy)

-(e) Whero apprepriuie, examining the design of assixtance programmes
of an exeouiive or operational matnre intended to strengthen governmental
and administretive maohinery ai the differeni levelu oonocernel with the
mamfaoturing neciors

2. Initiation and fielding of missinns from the doveloped and somo
of tha dnvcloping enuntrins to the least developnd countrica for oonsultations
and nxchanre of vicws, in order Lo insrrasc co-operation and initiate valuable

on-tho-unot agreements for inorcascd assistanae,
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+ 3. Meetings at a policy-making level in the least developed oountries
in order to discuss policies and special measures proposed by UNIDO for the

benefit of thosc countries and to identify further needs for assistanoe.

4. Follow-up action on experts' recommcndations contained in mission
. reports. The joint industry divisions in the regional commissions, the
senior industrial development field advisers (SIDFAs) and the experts
assigned in the least developed countries should make ooncerted efforts

to| follow up previous recommendations to ascertain whether the possibility
exists of assisting Governments in their implementation by utilizing technical
assistance available within UNIDO or which UNJ0 oould arrange for their
benefit.

5. The formation, for each industrial scotor, of a group of experts
from UNIDO headquarters and the joint industry divisions in the regional

commissions. The groups would visit the least devcloped céuntzfieu and give

on-the-spot advice and assistance in overcoming bottle-necks, obtaining

o

full utilization of existing production facilities and capacities, strengthening
projccts and identifying needs. They would also propose appropriate technioal
assistance required.

6 . At the request of the Governments concerned, identification and
encouragement of projects for joint industrial ventures through an exchange
of views with authorities in tho least developed, developing and developed'
countrics,

7. Development of a programme of technical assistance with the aim of _
assisting these countries in strengthening their existing industrial
institutions and plants. Such a programme would help achieve full
utilization of produotion capacities in operational factories and the
rehabilitation of existing idle equipment, as well as offer assistance in
the devalnpmant of repair and maintenance facilities.

|

i N 8. PFormulation and implementation of speoial programmes of assistance
, related to the rxamination of patent i-ights, royalties, contracts eto.

‘ N involving foreign investment.
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B. Planning and orogramming mcasures

1. Selection of a group of least developed countries for a partioularly
intensive and, as far as possible, specialized approach to assist in formulating
the programmes and io propose the kinds of programme implementation that would

be best suited to their particular problems,

2. ™ncouragement and provision of technical é.asistance to the least

developed countries in the planning of their industirial sectors. In this

i'“'respect, a team of industrial planners may bs placed on call for immediate

assistance.

3. Inclusion of more activities and projects for the least developed

countries in the joint UNIDO country centres and co-operative programmes.

4. Inclusion of special projects to mset the needs of the lcast

devellopnd countries in the annual, biennial and long-term programmes and in

) work plans of the joint industry divisions in the regional commigsions,

5. Preparation of a programmc to assist in the establishment of small
and (medium-sized factories, workshops, industrial cstates and multipurpose
reséarch institutes to investigate utilization of local natural resources and
advise local communities on the establishment of industrial co-operatives.

Sﬁoﬁ plants would be donated to the least dcveloped countries, o.nd the counter-
parts raoquired for their operation would be trained by the donor countries
and/or UNIDO. Suitable pilot plants would be envisaged for looation in

o least developed countries that are interested.

6. Planning of the programme for oo-operation among developing dountries,
takiné into consideration the priority neads of the least developed countrics.

T. Assistance in golving the biggest problem of thc largest proportion
of the nopulation of the leas. doveloped countries: indadequate water supplies.
Solution of thc problem racuires co-operation with other United Nations organ-
{sations. UNIDO should oconsider contributing to the promotion and devclopment
of suitablo pumps, windmills and manual pumns for irrigation and consultation,
and co-onaration with othqr agencies in the preparation and implomentation of
joint projaets in this arca should be organized.



8. An industrial survey of existing industirizs; the possibilities for

full utilization of exoess capacitice, by~products and waste material nced
to br identified,

9« A survey to identify and appraise cxport industries and production
caracitiecs s ited to redeployment or thifting from scl. ;ted developed countries
to the least developed, land-locked and island developing countrics,

C. Financial measures

1. Assistancc in the cxpansion of the flow of financial and technical
resourcos to the least developed countrics, through meetings and negotiations
with teohnigal agsistance institutions; exploration of new sources of finance

-ways to incrcase the flow from existing ones.,

2. Consultative meetings between the least developed countries and
donor institutions to review and co-ordinate technical asgistance for

individual least developed countries or groups of such countries,

Jeo Association of differcont sourcns of technical assistance in
connexion with the same project and assistance in the establishment of
adequate consultative machinery for co-ordinating all external assistance
fc;r these countries. Thore may be a need to build up a special unit for

this purpose within the Least Davelopod Countries Seotion of UNIDO.

4. Favourable considcration to the financing of technical assistance
projects from voluntary contributions available to UNIDO in aocordance with
the guidelines for the utilization of these funds.

5. Establishment of promotion centres and strengthening of the
exigting ones; oonsideration of the possible provision of the noocessary
funds from bilateral and othor sources for undertaking feasibility studiee

and lending capital to the industrial scotor through these ccntres.

6. Utilization of non-oonvertibls vnluntary contributions to UNIDO for
the purchase of small factoriecs, industrial unitoc and inotruments where poasiblg
in aceordance with tha guidelines for the utilization of these funds. Training
programmes for LDCu should also be organized to make bottar use of these

non-gonvertible ourrecnaios.




1. Morc use of capital developmont funds avatlable to UNDP for

the purchasc of equipment, small factoriea and othar esscntial ocomplementary
units in tha least deveoloped oountrics.

D. Training Measures

1. More emphasis on the training of instructors in the least
developed countriecs to inorease the multiplier effeot. By training
instructors, the availability of more than one trained counterpart would
permit a continuous flow of experts, raducing the danger of work disruption
should a counterpart be transferred to anothor post. More emphasis should
also be placed on occupational non-formal education designed to develop
partioular knowlcdger and skills assooiated with various sconomic and
relatoed activities,

2, Mnphasis on the training of prrsonnel for existing industrial
soctors, as well as for planned industries with potential to develop int: basio
scotors of industry. '

34 Training surveys and asaistance in the planning and implementation
of ancelorated training programmes to support the industrial and institutional
requircments of industrial development.

4 , Arrangements for nationals of the least developed countries to
visit speocific countries to study selected successful models related to
the prosent and future activities of their own oountries, thus hanafiiting
from experionce through exchango of viows.

5. kvaluation of existing facilitine for education and training
in the light of industrial expansinn and projectod devclopment, considoration
boing given to the redcployment of available skilled manpower.

6. Orcater acoens to the training inotitutions of other developing
oountrirg,

7 Agreem~nt to the propined policy that all plants donated by, or
through, UNIDO shall be aviilable for the training of mattonals of the

1nast deoveloped nountries.
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8. Training of nationals of the least developed countries carried
out locally, if possible, by inviting imstructors from developed and
developing countries, rather than by snnding trainees from the least
developed nountries to other countries. This method would enable the

training of a larger number of nationals for the same amount of training
money.

Fo Proposed studies

Studies on the following broad topics are proposed to assist in
identifying the particular problems of the least developed, land-locked
and island developing countries, formulating suitable programmes to |
solve them, and help in accelcrating industrial development.

1. Natural resources in the least developed, land-locked and

island developing countries, and their industrial utilizati.on.

R

2, Devclopment of strategies for accelerating industrial

developmont in the land-locked and island developing countries,

3. Development of appropriate industries in the semi-arid zone
" of the least developed countries, with particular emphasis on drought-~ |
affected countries (Sudano-Sahelian zone, Ethiopia and Somalia),

4., Identification of suitable production capacities in the
developed countries for re-allocation to selected least developed,
land-locked and island developing sountries.

‘5. A study of the world market for animal feed and the utilisation
of natural resources in the least developed countrics for developing
the #nimal feed industry.

‘6, Assistance required for the establishment of industrial development

' centres, for strengthening existing ones, in a ocertain number of the
least developad ocountries whioh would be interosteq. |
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7. On request, a study of tha gver-all policy and s1ra.ta‘gy of industrial
developmant in the least developed countries with a view to making

recomnendations for strengthening the planning and programming machinery, and

to identifying teclniocal assistance requiremenis.

8. A study of successful indust-ial development experiences in a
number of developing countries with different social and economic
systems, in selected industrial sectors and branches, with a vieito making

_informetion on such experiences available to interested least
developed oountries.

i
i
i
i
i
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