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Iii developing countries tae application of economic 
planning started almost immediately alter Second .Vorld Jar 
and tns attainment of political i.udepenuance. u  was consi­
dered as an instrument of mobilising internal and external 
resources, changing the traditional economic structures ana 
increasing the rates of the economic grovrtn. The inprovrent 
of standard of living of the whole population was proclai­
med as its ultimate goal.

In is surprising to find that inspite of the differen­
ces in tne levels of development, political systems, aims 
of development etc. industry became a main part of economic 
planning in the majority of developing countries. Industri­
alisation became tne slogan of the aay even in tne least 
developed countries.

Since 19i>0-s planning nas undergone signiileant chan­
ges iii developing countries. It is enough to mention the 
creation of the statistical base, building of national 
planning cadres, improvement in the mechanism of planning, 
refinement of the rl ar.nir.rr t>ror ê orc etc. Ir.srtte of p..\ 1 these 
changes and inprovnents, industrial planning retained cer­
tain peculiarities, which retarded raising of its effici­
ency. 'Jith these peculiarities I propose to deal in t'r.ecc- 
notes.
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7/h.en a country starts to implement this politically 
burdened plan the available resources are too thinly spread 
among ir.!T.erojs projects included into the plan. Socn it 
is found that all the planned projects can not be ccr.ple- 
ted for the la<~k of resouroes. So the planting body starts
to resheiule the plan: the planned projects are divided 
into the first and second priority groups. Only the first 
priority projects are usually completed during the current 
plan. The construction of the second priority projects is 
postponed, and usually the;/ are corr.pleted only in the next plan, 
though some investment in them -.-/ere already made. Due to 
the inflation and the ri si nr interests rates the cost of 
construction becomes prohibitive, .lien the projects arc 
completed their working becomes uneconomic, naturally, the 
lew return of such projects influences negatively the re­
source base of the neict plan.

I belive, that if an industrial plan was based on the 
real resources, available to a given country, its results 
would be much better. I would like to add that the politi­
cally burdened planning was one of the causes which has 
lea to the so palled crises of nlsnniry*.

2. It is a known fact that modern industry can rot de­
velop without stable outward and backward linkages with 
other sectors of economy. But the majority of developing
countries had adonted O Ua O eh Í - which stressed the induró-
rial, develop:;, 4- 1 V-. m- u » lillo on oneV. 0 X be c :ulained by a num
ber c £ factor*_> which in.C 1need V A(.* kiut '■jed aÍIOÜ.0s of pi•rv_1ucticm
in a■oJ-.4- ».• Cl V» • Z-L t vcrsonl Or,:-::■ c<1 trade ;Cc.r — rS 2 V. * •rail
and :v\•• • ’»1. . * . V>. J. 1 +' •»> wa tord a.1 • - in t ’ r ‘ ~,0-f? V- >id. cü-s etc> • fret's
why f ̂ o ossenC 0 Ox QT! 0.• - n c p' r r; iV i t. r i 1 k r.
So 1. * !. a typic c i pier, oí o clavelo COXmd r■j one c-1: I >
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It appears that an isolated industrial planning resul­
ted in four rain consequences, firstly inspite of all hopes 
an isolated industrial development could not significantly 
influence the rates of the growth. Though industrial de­
velopment was fast enough, snail size of industrial sector- 
coupled with the demographic explosion, slow and instable 
growth of ether sectors resulted in low growth of per 
capita incomes.

Secondly, the isolated industrial growth led to a num­
ber of economic disproportions. On the one hand, since
industrial development v;as not nr?-!' rtH by the growth cf 
agriculture it had increasingly to depend nri irrprrt of raw
materials and foodstuffs for the industrial population. On
the other hand, stagnation or slew development of
other- sectors of economy resulted in the lack cf sufficient
demand in internal market. Due to these reasons installed
capacities could not be fully utilised.

Thirdly, the planning bodies of many developing coun­
tries had an undifferentiated approach to industrial deve­
lopment j the creation of any new enterprise was considered 
to be a blessing. So numerous now industries sprang up, but 
there were no outward or backward linkage;; between them. 
This disprcpcsticn also had to be r,olvrn with the help cf 
external market.

It safe to assume tka the isolated industrial
development led to growing soeiai tens ions, liC:dorn ir
has a canit a1-into railvc character. T'Cfjl'O J J -1L, Cuii Ci 'j i - <
only a srall part ox. the inerease in labour forcc . At ti:
sane ti its develop destroying traditicr.w.i smui:
scale m.anuf..cine, i'ecple thr own out of small scale- in-
duotry caii V-,ot find cr. .ploy won..1* bocauee of the sir.gnat:L on
i r. oiher oGCOO-. . of ecoi o,y. Lastly, the isolat cd. do
velopme■lit of industry leads 1;0 &v*r. lr ire. ’¡M W.1'--?.
income d:isirabut ion. i1 na c * s . Viiy the ii samp; y  cit ^ 6 XJ' 0
liry bcci ’ the ¿¡c.r1 T"» ̂ l -s of G Ovelt.'piv.;-; e c: »-.* m



3. It is a matter of cession, knowledge that industrial 
development was governed by the strategy of import-substi­
tution or export-orientation.

The strategy of import-substitution type of 
industries started in developing countries was defined by 
trade balance. In case of the public sector industries to 
be constructed v/ere directly chosen by the planning body 
on the basis of maximum saving of foreign exchange. The 
private sectors activities were governed by a modified 
market mechanism, that is market mechanism influenced by 
State decisions, its laws and rules. This mechanism also 
favoured import substitutive enterprises, because they gav 
higher rate ox return.

A developing country’s internal market demands first 
of all the finished products (for instance, there is demand 
for ball pens. Demand, for semiproducts necessary for its 
production will operate when its manufacture starts 
locally). So in both cases industries v/ere started which 
produced finished articles. To produc them a country had. 
to import intermediate products. Firstly, it limited the 
scope of industrialisation because the major part; of the 
intermediate production was concentrated ir. the developed 
countries. It seems that to satisfy their demand for in­
termediate goods the developing countries should increase 
their installed capacities by Secondly since the
choice of new industries was based on the internal demand, 
the existence of local resources was not taken into consi­
deration. It explains rather weak linkages between the 
new industries as well as between, the industry an6 sgricul 
ture.

Since the export-oriented industries wore- initially 
based on the manufacture of local agricultural an 6- J-J. OX\'Aj* 
raw materials, they had much stronger links with too other 
sectors of economy* It should also be mentioned that the 
recent introi notion. cf labour intensive ex.-ort-eri*. .utod
lacustrine led to dJ links with /■.-M /•»*. U I*.' * -- «• ooc»: o2v
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of economy. At the same time the export-oriented industrial 
development does not intensify the linkages inside the 
industrial sphere itself.

I "believe that desintegraticn of economy and the slow 
and unstable pace of its modernisation is to a great degree 
explained by the existing types of planning the industria­
lisations either import-subtitutional or export -

; oriented.
I 4. In the majority of developing countries there are

no stable and close links between industrial planning and 
governments economic policy, or it nay be said that in­
dustrial planning did not become a. universal instrument 
of the economic transformation.

Generally, the industrial plan, indicates the amount of 
certain proc.nct which should be produced at the end of the 
planned period. Then in the case of the public sector it 
defines the necessary amount of investment and methods of 
its mobilisation and in the case of the private sector it 
indicates only that part of the investment, v/hich would 
be supplied by the state or the state institutions (if any;- 
V/hat are the sources of rev/ materials and intermediate pro­
ducts, credits for working capital, v.»ho will he the major 
consumers of the products? All theso major parameters are 
generally left out of the plan, la seme countries these 
px-oMemeyare solved at the ad hoc basis by the current 
economic policy decisions; in the other group of countries 
their solution is left to the market forces. It moans that 
in the majority of cases the vr.cuetrial planring is limited 
to the planning of industrial investments.

Planning of only cue phase of industrial development 
(though quite important) frustrates all the hopes of the 
balanced economic gi-o..';h. ./her the construction of an in­
dustrial project is firms hod, v. lot of difficulties spring- 
up. There is a shortage of rev/ materials, banks are v/aitir.:
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due to previous obligations, it is difficult to sell the 
products, etc. Unutilised industrial capacities increase in 
the naintainance import, low return on industrial invest­
ments are to a great degree results of planning of the 
prevailing type.

I v  means that the real industrial planning should 
include all stages of industrial development, beginning 
i'rciu investment to production operations.

5« Practical experience shows that small-seale indus­
tries have much higher input-output ratios and much higher 
employment per unit of investment. This is the reason, why- 
i n  a numbers of developing countries industrial pit;.ring 
stresses the need to develop snail-scale industries.

In some countries the industrial plan envisages the 
development of auxiliary type of snail-scale industries, 
that is industries, wilier, will supply the large scale 
industry v/ith the interniaiate products. In this case techno 
logy r-rescribes to the sr..a] l-r.cale industry the sr-rr.e standards 
of production as to the large scale industry. Therefore 
there is no much gain in economy of investments cr in in­
crease in employment.

The second type of planning of small-scale industry 
consists in creating industrial estates. Certainly, the 
construction of industrial estates gives the biggest possi­
bility for increase ir. snall-scele industrial production.
But this type of development is rather costly and gestation 
period is lory:. Besides, industrial estates facilities are 
generally utilised by the old units 'which seek to ex­
pand their production.

The most v/ide-spread type of small-scale industries 
planning is the reservation of certain spheres of producti­
on. Bcservation generally i a-, y, incrai-r.^ hi 
product itc-* But its cost was rather high to the country,

T~ tV - f t i w t  i c  u t i l i s e d  by 1 un its  uni nr



7

In the present day situation the development of small-scale industries 
is a necessity to the majority of developing countries. But this development 
should he preceded by research and surveys which should identify the industries 
where intermediate technicrue could "be gainfully utilised. Secondly, 
there should be such methods of planning which ensure encouragement of 
small-scale production without excessive costs to society.
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