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Report of Ccnsultancy Services

APP nas organized a set of workshops for UNIDO staff curing
the months of August, September and October. The gurpose of the
working sessions was to train UNIDO staff in the use of the MEPS
(methodology for the assessment. programming and management of
produstion and consumption systems) in <he analysis andgd
programming of different industrial sectors.

This was done following the decision of tne Director General
that UNIDO should progressively adopt a methodology for programme
approach to project identification and formulation.

I was hired as a consultant to cooperate with the
organization of the workshops.

The consultancy services were provided in two different
periods: June -September and October - December of 1988.

First Period

From June to September , the consultancy services put
emphasis in the preparation of four different workshops for the
application of MEPS to different industrial sectors.

The workshops had the following general cobjectives:

-to familiarize UNIDO staff in the use of a system approach
to design of integrated sectoral programmes.

-to train interdivisional groups in the application of the
approach through specific cases.

- to ascertain the specific needs of UNIDO staff where the
systems could be use useful and to elaborate recommendations on
how the approach could be applied in UNIDO’s work.

The first series of workshops were carried out 1in August and
September and the following industrial systems were considered:

- r_eather industrial system {LIS). The case of Zimbabwe case
was used during the workshog tc facilitate and promote the
discussion.

- Agrofood industries and related sutsectors. The case of
Sudan was used during the worrshop to facilitate and promote the
discussion.

- Building materials/construction, 1in this workshoys the
participaticn ¢of D10 specialists in the subject was very important
and promotea active discussion.

- Pharmaceutical and biological, the discussion was promoted
through the interesting participation of a DIO specialist




The total number of narticipants were 25 staff. They were
selected on the basis of their functions (Area programme officers)
and industrial area of expertise (technical officers).

Topics related to the women participation in the industry,i/
rehabilitation and polluticn were considered during the fcur
workshops. In the first workshop (leather 1irndustrial system) the
three above subjects were particularly discussed. In the second
(agrofcod industrial system) cnly the problem of the women in the
industry was considered. And in the last two working sessions th=2
industrial rehabilitaticrn and environmenrt in general were
specially considered.

The consultancy services included aiso the follcwing tasks:

- Desk research on the above mentioned sectors in order to
collect relevant information as a basis for the workshops.

- The preparation of basic material used during the working
s2ssions (slides, charts, etc.)

- Cooperating with the APP staff in conducting the working
sessions.

- ODOrawing up sector specific base diagrams (generic basz
diagram of leather 1industrial system (LIS) and the case of
Zinbabwe; generic base diagram of agrofood industrial system
(AFIS) and the case of Sudan; generic base diagram of animal feed
system; generic base diagram of building materialis system and
generic base diagramm of pharmaceuticals and biologicals system.)

The schedule of the workshops was made in connection with the
availability of technical staff specialized in the above-mentioned
sectors of industry. Due to the fact that not all staff were
available during September, 2 workshops (building
materials/construction and pharmaceutical and biologicals) rad to
be rescheduled for Octcober, 1988. As a consequence a 3-month
extension of consultancy services was required.

Second Period

This new period of consultancy services, besides of the two
workshops above mentioned, included the following tasks:

- Cooperation with APP staff 1irn the preparation of a
collection of guidelines for project and programme design based in
the erperience of th2 working sessions.

1/ With the cooperation from Mrs, Pat Neu a consulcant to the
Unit for the Integration of Womzr in Industrial Development’




- On the basi1s of the experience of the workshops held in
September/Cctober. a new set of workshops was prepared focussing

on agricultural machinery, fertilizer and pesticides, iron and
steel. This new set shouid be carried out curing the first months
of 1989.

- The preparation of generic base diagrams for the above
mentioned sectors were made in close collaboration with technical
staff from DIO.

- Assisting APP in providing advice on the formulation of
Morocce FIS project proposals whose impact on the country cculd
be enhanced with the use of the sectoral programme approach.

In addition to the above mentioned tasks, the consultant has
carried out different activities related to MEPS, such as:

- Within the indicative prcgramming exercise on the fisheries
industrial system (FIS) of 8 West African countries belonging to
four different patterns of development, complete and revised the
report of Sierra Leonean FIS.

- Assisting consultants in the use of the computer to apply
MEPS in Senegal, within the indicative pgrcgramming exercise above
mentioned.

- Analysis and revision of Peruvian FIS final report in corder
to identify the main components of a sectoral prcgramme,

The analysis of the discussion generated during the four
workshops allow me conclude the follocwing:

i) The programme approach 1s a powerful tocl in the
preparation for country missions. The country typclogies and the
indicative sectoral programme for groups of countries would
provide a important basis for the preparation of the missions.

ii) The programme approach would be particularly useful in
responding to individual country requests to develop or
rehabijlitate a given sector of industry.

i11) The programme approach facilitate more effective
co-ordination between different agencies such as: FAO, UNDP, etc.
and acs a consequence would increase the impact of the programme in
the host country.

Attached please find the material prepared and distributed
during the workshops. The main sections of the attached material
are the following:

- Background and justification of the workshops

- FPresentation of the system approach (MEPS).

(Copies of the transparencies).

- Material distributed to the participants during the
workshops




i) Guidance for iderntification of projects 1rn agro-based
industrial system in Mexicc.
11) Material of the Leather Industrial System (LIS).
ii1) Guidance for identification and design of projects.

- Presentaticn of the industrial Rehabilitation. Copies of
the transparencies.

- Report on the first series of four workshops.




‘ 1. BACKGROUND ANC JUSTIFICATION




Internal Training on

a Programme Approach to Project identification and formulation

1. Background

Following discussions of a proposal at a meeting of the Executive
Management Committee (EMC) in December 1987, the Director--General decided that
UNIDO should progressively adopt a programme approach to project

- jdentification and formulation, in addition to responding to individual
. technical assistance requests from developing countries.l/

Since that time, special meetings have been organized through the PRC
Secretariat with donor countries in order to brief them on the sectoral
programming approach; UNDP has been informed of this approach which UNIDO
would use in relation to the forthcoming programming cycle; a2 programmc
approach has been reflected in the Medium-Term Plan 1990-95. In addition, an
in-house working group has been applying this approach to the fisheries
industrial system in Guinea-Conakry and in a group of West African countries.
The work on Guinea is scheduled for completion in November 1988; it comprises
a programme of several technical assistance and industrial investment projects
designed to develop the fisheries industrial system as a whole.

UNIDO has developed a comprehensive method to analyze and address to
complement regular programming at the project level, industrial development
problems at specific sectoral or subsectoral levels through the application of
a systems approach.

Through the application of such an approach, it would be possible to
design integrated technical assistance programmes, investment promotion
activities and the preparation of policy recommendations to the povernmuats
concerned. The advantages would be twvo-fold: to increase the impact of
URNIDO's actions in the developing countries and to augment the mohilization of
financial resources from donor countries, UNDP in the next programmirg cycle,
and from other sources.

1/ It is important to note that the proposed approach would not exclude
UNIDO's response to individual requests from developing countries.
Rather, it would be of a supplementary nature.




A selection of sectorally integrated priority programmes would lead to an
increase of the capacity for development, approval and execution of
projects. Sectorally integrated programmes would be fully responsive to the
needs of many developing countries while taking account of the geographical
and sectoral priorities that donor countries might have. :

The Director—Generai has decided that UNIDO staff should be familiar with
the systems approach to programme and project design, so that it be
increasingly employed in a concerted and coordinated effort by staff from
different technical units. In consequence, an extensive training effort
involving PPD, I0 and IPCT staff should be undertaken in 1988 and 1989.2/

Following the advice of the Deputy Director-General, DPPD, a series of
vorkshops on the subject of sectoral programme approach for PPD, IO and IPCT

staff are being organized by PRA/APP.

2. Objectives of the workshops

— To familiarize UNIDO staff in the use of a systems approach to the
design of integrated sectoral programmes.

— To train interdivisional groups in the application of the approach
through specific cases.

3. Organization of the workshops

3.1 Number of Workshops

The first series of four workshops will be carried out in August and
September. The following industrial systems will be considered:

a) Agrofood industries and related subsectors.
b) Leather and leather products and textiles.
¢) Building materials/construction.

d) Pharmaceuticals and biologicals.

2/ Memoranda of the Director-General to DDG, DPPD, dated January 28 and March
1, 1988.




4. Worl: plan for the workshop

4,1 First day (9.00 - 12.30 h)

4.1.1 Introduction (9.00 - 9.15 h)

4.1.2 Motivational Discussion (9.15 - 10.00 h)

Sample questions to be used during the motivational discussion:

- What can be done to strengthen the capacity of UNIDO to design
T.A. programmes?

— Which UNIDO projects have had the greatest impact? What are the
characteristics of these projects? Choose a project with which you
are familiar and describe the characteristics of this project which
contributed to its impact.

-~ How can UNIDO enhance its position to attract financing from UNDP,
Special Purpose Donors and any other source?

_ What can UNIDO do to enhance the impact of its programming
activities?

— How does UNIDO, in cooperation with host country institutions,
obtain base line data to be used when assessing the impact of its
activities?

- As donor~ are accountable for the use of their funding, how can
UNIDO support the information needs ~f donor countries to
demonstrate the impact of donor funding to their constituencies?

— What is unique zbout UNIDO's position in the analysis of
industrial sectors?

-~ Would it be possible for UNIDO to systematically develop
integrated sectoral programmes and technical assistance projects,
with the involvement of the developing countries concerned and of
staff in various parts of the organization? How?

4.1.3 Presentation of the Methodology for Integrated Programme .and

1)

i1)

Project Design.

Definition of "integrated development”

Explanation of the proposed approach
The meaning and uses of a “base diagram”.
Presentation of the base diagrams from snome UNIDD projects.




- 4 -

— Assessment:
- Programming:

4.1.5 Question and answer period ( 30 min)

4.1.6 Written material on the method and examples will be distributed to
the participants.

4.1.7 An explanation will be given of the exercise to be made by the
group during the second day. Tli.is exercise would be based on the
analysis of industrial system cf a given country.

At this point the participants wculd be requested to bring for the second
day project concepts presently under design to be analyzed under the

systems approach during the third session of the Workshop.

4.2 Second Day (9 h. - 1230 h.)

4.2.1 Introduction

4.2.2 Presentation of an industrial system to be analyzed by tl.e group.
It is hoped to use a different example for each workshop, such as
agro-food, leatker, texiles, building materials, pharmaceuticals..

4.2.3 Discussion

The follcwing points should be covered:
a) Identify the main constraints and bottlenecks of the system (30
min)
b) Identify technical assistance needs in order to eliminate these
constraints (30 min)
c) Assess the present and potential contribution of women to the system
under consideration. (30 min)
d) Elaborate basis for the "terms of reference” for experts to be sent
to the field for design of integrated technical assistance programmes.
Examples of TOR would be provided before discussing thic point. (1 h)
(Written material wil) be given to the participants).

4.3 Third Day ( 9 - 1230_h)

a) Discussion of participants’ own projects which are now still in the
formulation stage and which might benefit from the application of an
integrated programming approach. Paitticipants who wish to discuss
their project concepts should make them available to the workshop
orpanizers during the second day of the workshop.




b) Some questions will be asked such as:

-~ Do you agree with an integrated approach? Why?

- What do you see as the advantages and disadvantages cf the
proposed approach?

~ Are you going to use this approach in your job in the future?

c) Exploration of areas of informal interdivisional of cooperation
in the design and implementation of the systems programme approach
during the post workshop period.




Internal Training on 1 Programme Approach

to Project Identification and Fermulation

Workshop No.l: 31 August — 2 September 1988 from 0900 - 1230 Hrs.

Mr. J.
Mr. A.
Mr. A.
Ms. G.
Mr. A.
Ms. M.

Buljan, I0/T/AGRO
Hasnain, PPD/AREA/AFR
Huhtala, PPD/AREA/LDC
Zahniser, PPD/SPA/WOMEN
Volodin, IPCT/CONSULT
Pokane, PPD/AREA/LDC

Workshop No.2: 14 — 16 September 1988, from 0900 - 1230 Hrs.

Mr.
Mr.
Mr.
Mr.
Ms.
Ms.
Mr.
Mr.

U.
S.
B.
H.
J.

Antinori, IO/T/AGRO
Miranda de Cruz, 10/T/AGRO
Galat, I0/T/AGRO

Koenig, I0/T/AGRO

Jensen, PPD/AREA/LNC

M.A. Martin, PPD/AREA/LDC

A.
M.

Miklovicz, IPCT/CONSULT
Gonbert, IPCT/II

Workshop No.3: - 5 -_7 October 1988, from 09.00 - 1230 Hrs.

Mr.
Mr.
Ms.
Ms.
Mr.
Ms.
Ms.

N.

PARR«CO™

Biering, 10/T/CHEM
Richard, I0/11IS/PLAN
Williams, PPD/AREA/LAC
Orlowski, PPD/AREA/AP
Billand, PPD/AREA/AFR
LLiebl, PPD/AREA/ARAB
Mansur, PPD/AREA/AP




Workshop No.4: - 17 — 19 Cctober from 0900 to 1230 Hrs.

Ms. M. Quintero, 10/T/CHEM

Mr. Z. Csizer, I0/T/CHEM

Mr. J.L. Ortiz, PPD/AREA/LAC

Ms. A. Melajarvi, PPD/AREA/AP

Mr. I. Djibo, PPD/SPA/COOP/STF

Mr. J.M. de Caldas Lima, IPCT/DIT/TEC
Mr. H. Al-Hafedh, PPD/AREA/ARAB

Place: The workshops will take place in D-1879




2. PRESENMTATIOM OF THE SYSTEM APPROGCH (MEPS)




INTERNAL TRAINING ON A
PROGRAMME APPROACH TO
PROJECT IDENTIFICATION
AND FORMULATION




OBJECTIVES OF THE
WORKSHOP

B To familiarize UNIDO
staff in the use of a
systems approach to the
design of integrated
sectoral programmes.

B To train
interdivisional groups
in the application of
the approach through
specific cases,




Motivational Questions

1. What can be domne to
strengthen the capacity of
UNIDO to design T. A.
programimes?

2. What can UNIDO do to
enhance the impact of 1ts
programming activities?

3. How can UNIDO enhance
its position to attract
financing {rom UNDP,
Special Purpose Donors and

any olher source?




Developing countries

UNIDO

Donors

are interested in ...

~increased impact of UNIDO activities
on industrial development

~enhanced capacity of UNIDO for
projects implementation

~greater amounts of financial
resources mobilized




Can UNIDO achieve these objectives
through individual unrelated projects?




The success of technical assistance projects
should be measured not only by the achievement of
their immediate objectives but by the impact

produced on the development of the industrial

sector in the country.

The technical soundness of a project, while
hecessary, is not a sufficient condition to ensure
that a projectis likely to have a significant

impact on a country’s industrial development.




A technical assistance project
should fulfill the Tollowing
conditions to ensure significant
@ impact

-should be related to the sector-
specific needs and government's
pric. wies

-should be properly located

in the institutional framework
of the sector

-should be compatible with other
related ongoing projects .




One way to design projects that fulfil

these conditions is through the use
of a programme approach.




What 1s a Programme?




A Programme 1s :

- a set of Technical
Assistance Projects

- a set of related
Investment Projects

- a set of related Policies




Composite Flour Programme
-~ Bolivia -

Activity/ Description Approximate cests/
Proiects Investment Required
(000 Us$
Technical Coordination and harmonization of
Assistance production programmes 156
Promotion and information systems for the
new flours 60
Traininyg Training of bakers and pasta manufacturers 64C
Investment Improved wheat seed production 1,000
Increase production local wheat 15,760
Increase production of yellow
corn 10,700
Additional equipment for
existing wheat mills 350
Modification of oilseed plant for the
manufacture of soybean meal fer human
consumption 450
Expansion of the cornflour plant 7,440
Technical Standardization of methods of quality
Assistance control of composite flours 50
Composite flours research and development
(agricultural and agroindustrial) -
Fconomic feasibility analyses 25
Effects of the PL480C on *he proposed
programme 3




A Resume of Policies Required for the Implementation of the Composite Flours Program in One Andean Pact Country (Bolivia)

Systems
component

Agricultural component

Agroindustrial Consumption

The system

Production

Prices and
subsidies
Government's
f£iscal policy

Credit

Technological
factors

Coordination

Investments

Quotas to ensure adequate
supply of corn for the
CF progranm.

A nminimum reference price
should be set (a minimum
marxup over costs of 9.6%.)

Worxing capital require-
ments USS$4.6

Tecthnical assistance

to the wheat and corn

crops to raise techno-
logical level from 'tradi~
tional" to semimechanized.

The state should maintain
stable reference prices
for wheat via buifer
stock sales and purchases.

Secure Investments as
required by the production
programmes

Standards for raw materials
and final products for the
different CF,

Price of CF to be set at
that of imported wheat.
Subsidy required million
dellars (see below).

Tariffs on agricultural
machinery and milling
equipment to be eliminated.

Working capital for corn
flour production
US$2.7 million

Continuously adjust technolo-
gies for soy flour and
composite flours.

Imports to be allowed

wvhen required. CF for bakers

Secure investments as
required by programmes

Increase demand for

A quota system should be
implemented for the distri-
bution of the CF to the
wheat mills,

A continuous dialogue among
the various economic agents
of the system (prices and
production levels)

Government monitoring of
investments and related
activicties,



This programming could ensure the compatibility of projects and

increase potential impact by design projects that simultaneously
solve all the most critical problems affecting a given industrial

sector




A Programme approach to
project formulation and
identification provides an
analytic framework for the
integration of women 1n

e Industry




To design programmes effectively an analysis of

the structure of an industrial sector is required




This analysis can be

best made using a

system approach




Definition of a system:

An industrial system comprises
one entire sector or several
interlinked sectors/subsectors.

An industrial system is composed of.

- A set of production and
consumption components

- An institutional framework

- A policy framework.

The components of the system
are highly interdependent




Within this approach, the objective is the integrated
development of an industrial system . This is understood as
the harmonious balanced development of an entire system

including all its production and consumption components .
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The necessity of integrated development
is seen in the fact that any change in one

component of a system tends to modify
the whole system, in different ways and
magnitudes; therefore developmental
activities must consider the system

as a whole and not only
individual components .



The integrated development of

an industrial system requires

programmes rather than

individual unrelated projects




Sectoral Studies has developed
a comprehensive approach

for analyzing industrial sectors
and formulating integrated
development programmes




APP has identified the
possibility of applying this
approach to improve projects
and increase their

potential impact




The proposed SYSTEM APPROACH

requires the following activities:
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TABLE

OBJECTIVES
VARIABLES

INDICATORS

) Production growth

i) More equal
Income Distribution

iil) Employment increase

iv) Improvement of
trade balance

v) Improvement of
fiscal account

vi) Increased fulfillment
of minimum nutritional
requirements in
low Income
population groups

1) Value added or
physical production

i) Factor share among

salaries, taxes, prefits
and interests.

i) Job creation

iv) Trade balance

v) Fiscal balance

vi) Calories/per capita,
protein /per capita in
low income families




COMPOSITE FLOURS
Objectives {Bolivia)

— Reduce dependency on imported foods

— Promote agroindustrial development

- Improve levels of capacity utilization in
the agroindustrial sector

- Reduce foreign exchange
requirements

- Facilitate the tranfer of technologies to
the agroindustrial sector




DEFINE OBJECTIVES




DEVELOPMENT 0BJECTIVES

Correspond to e Government
development targets for the
developmenti of the industrial
system. The programme will
contribute to their altainment
bv dealing siniuiianeously with
a sel of problems



DESIGN BASE DIAGRAM




A "BASE DIAGRAM"
is a schematic
representation

of a system

[t shows:

— the components

- the linkages
between them

— the policies that
influence their
behaviour

[t defines the boundaries of
the system




DIAGRAM 3
PROPOSED COMPOSITE FLOURS SYSTEM
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ASSESS PRESENT STATUS OF
THE SYSTEM




The assessment requires...

- the analysis of the relative
importance of each component
in the light of government
objectives;

- the identification of
weaknesses in the different
components and their
linkages that hinder the
attainment of government
objectives




This stage 1s carried out through

DISAGGREGATION

This corresponds {o the usual
diagnosis stage. It is applied

to all the components of the
system.




The disaggragation stage
covers:

- The consumption
component

- The productive components

- The quantification and
representation of the sytem

- The institutional framework

- The types of market which
make up the system




The disaggregation stage
allows:
@ . :

- to define more precisely
the operative structure
of the system
(components, linkages,

ete.)

® - to describe the main
features of each
component and their
behaviour in the recent
past.
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FIGURE N2 7
BASE SCHEME OF THE AGENTS OF THE PRODUCTION AND CONSUMPTION SYSTEM OF OILS AND FATS
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IDENTIFY BOTTLENECKS AND
IMPERFECTIONS




ASSESSMENT:

Constraints and Bottlenecks
in Oils and Fats System 1n
Peru

B Oligopolistic nature of industry
- High concentration indices

- Barriers w0 entry

o0

8% of the market controlieq
P9 oy S conglomerates

7

B [nstability of supply of local raw
material

- High level of external
dependency of raw  matenal

B xcess Capacily

B Vertical Integration




[DENTIFY TECHNICAL AND
ECONOMIC OPTIONS FOR EACH
COMPONENT
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Tdentification of technological alternutiven

.

Technical eveluation and pre-pelection ol alternatives
Pre-Teasibility utudy of pre-selacted nlternatives

Evaluation of the poseibilities of introducing technological
alternatives into the production and consumption aystem
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Design development strategies
with viable oplions




Baue scheme for the composite (lour product ion-consumption systen; '

Diagraia 7,
alternatives IV and IV [20]
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Diagram 6. Base scheme for the wheat flour production-consumption system:

alternatives I and I1
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Table 16, Comparivon of alternativues considered, Bolivia {20)

Alternatives
.actors for

Ut.feth year 1 | B¢ It v
Natural resources veguived
Agricultural arcas (ha) 19 593 102 260 47 592 117 769
Foreign currency requirement
(dollars) 118 584 240 97 331 840 109 119 440 90 777 960
Additional financing reguired
(dollars) 581 880 17 976 400 1 157 800 9 542 600
Additional gross investment
(dollars)d - 85 460 600 70 612 85 531 240 !
i
Added value (dollars) 10 76} 760 18 627 260 55 627 280 61 849 800 »
Employment geunerated (W.U,) 2 320 3 734 4 746 5 950
Costs in povertment accuunls
(dollara) 13 505 800 10 418 560 8 030 560 5 373 520

a/ In the fivst year,




The most acceptable strategy would be the
one that best fulfills the objectives




PROGRAMMING THE INTEGRATED
DEVELOPMENT OF THE
o ALTERNATIVE SYSTEM




FAain

Constraints

- Low availability
of funds

- High fiscal deficit

- Land availability

Preferred

- Options

IV

IV

(Lower additional funds,
less investment)

(Decrease government
costs and
exchange demand)

(Locally grown wheat
is not required)



Integrated development
programmes would allow

UNIDO to offer Governinents:

Packages of:

- Technical assistance
projects

- Investment promotion
activities

- Policy advice




Informal micro—- and small
scale enterprises are the
sector of the economy 1n
which the majority of women
in the labour force

Are already active

And it provides an easy
entrance point for absorbing
women displaced from
agriculture




The small scale enterprise sector plays a e
vital role in:

- Supplying goods and services

- Generating income

= Providing employment




Within sectoral programme planning intended
benficiaries should be identified by:

* Gender

* Income level

* Regional Location

So that an assessment of the impact of

o S R kﬂ

the proposed UNIDO Prgramme can be made




With the system development
programime the achievement
of the following three major
objectives is attempted:

B those relating to final
demand for defined goods

B those of the various
producers and economics
agents” involved in the
system or linked with 1t

® and the national and/or
regional social and
economic development
objectives.

¥ overriont )
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COUNTRY REPORT FOR ZIMBABWE
I. INTRODUCTION AND BACKGROUND

The Regional Meeting on the Leather and wes_her Products Industry in
Africa, held from 12-15 January 1987 in Alexanizia, Egypt, focused on the
constraints and shortcomings experienced in the African leather industry as a
whole and emphasized the need as a first priority measure to upgrade the

quality of raw hides and skins and to improve the collection sysiexs.

In the following the proposed scheme was presented o the First Session
of the FAO Intergovermzental Sub-Grouwp on Hides and Skias, convened 1in Rame,
21-23  January 1987 and was as such welcamed and acceptec. For cthe
Implementation of the integrated sectorial improvement scheme UNDO was
entrusted to seek the required funds. It was agreed, after receiving the
approval and support of many African countries, that eight English and eight

French speaking covntries should be grouped under the envisaged umbrella

project.

To assess the exact needs and to define the required inputs in relation
to the existing sectorial infrastructure of the selected countries as well as
to quantify the respective coogeration expected from cthese countries the
Preparatory Assistance for the Regzional Hides and Skins, Leather and leather
Products Improvement Scheme started with the recruitment of the Senior Leather
Industry Expert on 1 October 1987 for a period of four month-. The expert was
first briefed in Vienna from 1-7 October and from 8-9 October 1in Rome before
leaving for the field. On 21 December the expert was debriefed in Raue and in
the following assisted in the preparation of the draft documents for the

participating countries and for the rezion at UNIDO in Vienna.

EXPLANATORY NOTES

During the mission of the consultant to Zimbabwe, the official value of

the Zimbahbwe currency was Dollar 1.65 = U5 §1.00.




II. SUMMARY .

Zimbabwe features one of the best developed leather and leather product
industries 1in Africa. A sound and relatively high quality raw material foms
the basis of this fast growing sector. The wmajority of hides and skins
produced orginate from controlled slaughter houses where workmanship, hygiene
conditions and curing are excellent, although pre-mortem defects are evident.
Most of the ctanneries are comprised of large units and have interests in shoe
factories. The footwear factories are modernly equipped and 1n one case even
computerized. With regards to the leather goods manufacture theve sre many
smaller and medium sized units throughout the country catering to damestic
demanis and export, particular articles made from exotic leather and skins.
Except for the abattoirs the public has no ownership in the leather sector
industries. In spite of the good industrial performance witnessed the need to
improve the raw material quality in rural areas 1is most evident. Therefcre
the envisaged project will focus wmainly on the imrovement of raw hides and

skins in the cammunal trust lands where assistance 1s most needed.




I11. FINDINGS

A. Raw Material

Livestock is reared in commercial and communal areas. The commercial
areas are comprised of ranches supporting up to 30,000 head of cattle mostly
privately owned and well organized. Same of the large ranches are also owned

and managed by the Cold Storage Commission (CSC)

1. Livestock Population 1983-86.

Year Cattle Sheep Goat Donkev
Commercial Area 83-84% 2,071,232 146,893 21,434 n/a
84-85 1,893,327** 123,839 16,061 n/a
85-86 1,911, 500**=* n/a n/a n/a
of which are dairy cows: * 112,31
** 110,690

*%k% 111,500

Communal Area 83-84 3,087,003 259,671 1,408,927 223,352

84-85 3,230,934 410,848 1,513,454 229,116

. 85-86 3,452,150 "30,052 1,860,318 277,877
Small Scale

Farming 83-84 196,007 24,654 57,187 5,693

84-85 215,861 19,667 40, 365 4,632

85-86 213,788 22,989 48,914 5,181

Resettlement 83-84 146,892 6,322 36,845 8,286

84-85 178,325 10,830 50,527 8,226

85-86 203,954 13,142 56,154 7,615




Total: 1983-84 1984-85 1985-86 .

Cattle 5,501, 143 5,518,447 5,781,392
Sheep 437,540 565,184 366,183
Goat 1,524,093 1,620,407 1,965,386
Donkey 237,331 21,974 290,673

Source: Cold Storage Commission. It is estimated that Zimbabwe could carry
6.5 million head of cattle om a sustained basis and given the application of

known technology annual production could reach over 900,000 head.

2. Hides and Skins Production.

(2)csc kill  Naciomal kil (DG3)
1980 455,200 509, 400 64, 73U 6,530
1251 350, 300 425,700 54,900 5,200
1982 450,400 527,100 41,100 &L, 800
1983 457, 300 529,800 62,900 5, %00
1984 431,500 509,100 53,600 4,790
Note: (1) Excludes slaughtering for subsistance in cammunal 3r2as

(2) 1Includes detained and cond eaned

(3) Excludes farm slaughter

The record was reached in 1977 with 711,400 heads of cattle sizughtered.
The figures above indicate that the majority of goats are slaughtered within
the communal famming areas. The CSC purchase of cattle from communal farming

areas for the period 1982-87 w~re as follows:

Year Of fered W/Drawn Bought (CSC) Bought (others)
982 90,550 13,977 59,272 17,301
1983 120,177 34,585 63, 352 17,240
1984 102,102 22,549 65,106 14,647
1985 44,765 7,001 18,126 19,418
1686 61,197 7,987 37,420 15,7950

1587 125,051 14,7290 25,601 25,110




The role of the CSC as the most important supplier of cattle hides to the

local tanning industry exhibited ir the following table.

3. CSC Hide Sales - Local and Export.

Year Average Price Local Tanners/Merchants Export Sales Value
c/kg (pieces) (pieces) $°000
(f.o.r.)
1982 70.4 259,145 18¢, 350 7,900
1983 80.6 295,835 198,750 9,352
1984 13%.8 322,283 125,000 146,654
1985 168 .2 363,115 131, 100 17,022
1986 170.9 167,191 4,700 13,547

It is believed that the increasing local demand of raw material will have
an impact on the export of salted rav hides from 1988 onwards. The export of
this cammodity in spite of the wvazluable Zoreign exchange earnings may be
stopped in the forseeable future. The leather sector industry emphasizes Che
export of finished leather products iike footwear with high value added

cocponents.

4, Sales of CSC Cattle Hides to Locs!l Tanpneries.

CSC Slaughter Sales to Lacal Tanneries .
1980 455,100 200, 300 L4
1981 350, 300 262,700 75
1962 450,400 243,300 54
1983 457,300 306,500 67
1984 431,500 322,400 75

Source: CSC



S. Preservation of Hides and Skins.

"ides produced at the five CSC sbattoirs in MARONDERa, CHINHOYI, KADOMA,
MASVINGO and BULAWAYO whizh account for 80X of the country's beef production
are of top quality with regards to flaying, cleaning and <curing. Hides are
brined for 24 hours, afterwards drained, separated into different weight
ranges, salted with fresh salt and palleted. The grading at the CSC plants

takes place immediately after flaving , before defartting, cleaning and brining.

The salt consumption per fresh hide 1s in the rezion of about 40X of 1its
green weight which indicates that same 13 kg salt is used for the curing of an

average sized hide of 22 kg. This high level szlt consuzption includes the

re-use of salt reclaimed 1in the brine evaporator. The CSC vearly salt
consumprion 1is therefore 1in the region of 50C tons, which in furn creates
effluent problems for the tanneries. Experiments include reducing the salg

requirements Co an acceptable minimum by using salt additives.

Other non CSC slaughter facultities are emploving the usual salt curing
wherever possible including dry salting of skins. However, hides an
from rural areas originating from subsistance slaughter are maiaiv air dried.

-

4.  Gradinz in Quality and Weight Classes (CSC).

A "light" hide 1is described as weighing bpetween 11 and 18 kg.(average 16
kz) a "medium" hide as weighing between 18 and 23 kg and a "heavy" hide as
weighing 23 kg and over (average 246-27 kg). This type of grading 1is

internationally recognised and accepted.

With reference to sheep skins the CSC is grading according to appearance
made up of four categories, separating coarse wools and glovers of good
texture. The third category refers to "seedies” of both groups, and the last
category represents the rejects. Skins from calves, goats, slinks are graded
on the same basis (seconds or rejects). The bulk of the CX hide production
falls under the "heavy'" category. The local trade terms the  firat fwy  raies

as Msound 5" hides, the other lower prades are retered an "ander i




7. Marketing and Pricing Falicy

The collection of hides and skins 1s carried out by orivate trading
companies which in most cases are exporters Coo. The private collectors are
well established, well organized and efficient, however prices paia to the
primary producer in the rural areas appear not to reflect the actual market
value of raw hides and skins. The cost of collection and transport is the
main argument brought forward by the traders. Wwithout proper measures of
incentives it would be very difficult to expect co-operation from the primary
producer in up-grading the raw material quality. In denser populated rural
areas collection points are establisned throughout the country. Nearly all
sheep and goat skins collected are channeled through this network 1including

cattle hides not produced by the CSC.

The hide and skin sales policy of the CSC piaces the local tanners on a
par with the overseas custamer. Offers of deliveries are made four months in
advance, with priority given co the local tanning industry. The CSC prices of
wet salted hides sold in the local wmarket are czlculated on export parity
basis. The raw stock 1is available on an "ex works" f.o.r. basis and prices
are based on export parity connected to iocal currency at the ruling exchange
rate at the ead of each month, less caommission, and other overheads known as

bridging costs.

The CSC sells hides to export customers on & price based on "sounds"
which represents 802 first grades and 207 second grades. From this price
other prices of different grades are calculated according to the following

formula.

M Y of "Soun!" Price
"Sounds" - 80/20 1002
Second grade 977
Third grade 96
Fourth zrade (thornrakes) W

Source: €S0
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IV. THE TANNING INDUSTRY .

There are four fully mechanizel tanneries in the country, all privately

owned.

1. UMFALI LEATHER, (Pvt) Ltd., Bulawayo. Present production of about 1000
hides per day, wet blve for export and finished leathex for the affiliaced
shoe factory G + D shoes, also based 1in Bulawayo. The tannery emplovs 170

oeople.

2. 3ATA, tannery and shoe factory 1in Gweru. It is rvteported that the
instilled tanning capacity is around 1200 hides per dzy. Leather opreduced 15

zenarally campletely finished. Total employment is 2800 people.

3. FAGLE TANNING, (Pvt.) Led. This tannery in the Marondera area has 3
daily production capacity of around 1000 hides. Most of the raw material 13
processed into wet blue for export and the other part 1s converZel Liluo
finished leather. This tannery also spoecializes 1n the processing of exol:ic
laather like elephant, hippopotanus, zebra, antilopes, etc. In total thera

are about 280 people emploved.

L. IMPONENTE (Pvt.) Ltd., Harare. The present production is &£00 hides and
1000 sheep/goat skias per day which is the actual installed capacity. A good
nart of the cattle hides are processed into wet blue for export. The <Iinished
leather produced is wutilized further in the affiliated footwear factory,
SUPERIOR FOOTVEAR (Pvt.) Ltd., located in the same complex. The canpany

employs 320 people.

In 1983 the local tanneries processed 37,419 cattle hides of which B85
emanated from the CSC: 219 were calf skins, 41! pig skins, 21,282 goat .and
«1d  skins, 30,186 sheep and camel skins, 604 crocodile bellies and dack skins,
1,396 el-phant panels and ears plus 43,112 kg hides, and about 22,006 other

pame skias of different species.

Congrce ] (DRI
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V. THE FOOTWEAR AND LEATHER GOODS INDUSTRY -

The country has seven wmechanized suoe factories of which 3 are linked
through ownership to tanmeries. It was reported that the leather shoe
production for 1987 is exnected to be betweer 3.5 - 3.7 million pairs of which
considerable quantities were exported. The sector 1s well integrated and
modern production methods are employed. Some of the fcotwear factories are
also producing matching leather bound bags and other leather articles
including leather garments. The larger plants have their own facilities for

up-grading the skills of their employees.

VII. SUPPORT FACILITIES

The fast but sound industrial development taking place in Zimbabwe's
leather and leather products sector has created the need for the establishment
of a Leather Institute to serve, advise and assist the industtv in their
further development objectives. The Leather Institute of Zimbabwe (LIZ) was
founded in 1¢35 1in Buliawayo, and has established 1itself on the new site
presently being expanded. LIZ is supported and financed through the Leather

Sector Industry, CSC, hide/skin producers and traders.

The Leather Institute 1is equipped witn ¢th. m@most needed laboratory
instruments and physical testing equipment to cater to the industrial need for
quality control. Two small tanning drums and other leather processing
equipment serve as demonstration facilities during courses in hides and skins
improvement, which are conducted regularly. Services to the industry includes
assistance in effluent treaimernt, testing of raw "terial chemicals and
development of 1leather processing products which ould eventually be

manuf actured locally.

It {s intended to set wup a training workshop for the needs »f the

footwear and leather goods sector addressing mainly the cottage industry.
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The Envisaged Project ]

The project will be designed to provide assistance primarily to the hides
and skins improvement needs in the pastoral regions or better known as the
canmunal areas and to uplift che training capabilities of the Leather
Institute of Zimbabwe. Direct technical assistance to the leather and allixd
industry is not foreseen as this industrial sector is well developed and

considered capable to cater on 1ts own to the development needs.

uidjes and skins emanating £from the commercial sector are fully ucilized
ané generally of good quality standards. The collection system in these areas .
is wverv efficient, therefore a significant increase in the recovery and suppix

0of hide; and skins can not be expected.

The situation in the communal areas 1is different, which provides abour
20% of che nationmal hide supply. It is estimated that only about 50% of che
hides potentially available are actually collected and processed in the local

tanneries. Wwith regards to the supply of sheep and goat skins the poten

[al

availability is much higher. The project focuses on the enhancement of <the
hide/skin recovery rate and the improvement of the raw material qualicy
supporzed bv well planned information and demonstration campaigns in the rural
area. Training of field personnel in proper skinning, flaying, presarvation

ani handling of hides and skins will be one of the priorities. Further,

emphasis will be given through an information service on the actual market
value of differently graded hides and skins thus providing the stimulus for

imroved collection and better raw material quality.
The operational framework is expected to be as follows:

- The UNIDO national expert who will be an expert in hides and s.kin:;
improvement will have to function and liase through the Leather Institute
of 7imbabwe with the Ministry of Aagriculture and in leather indusrry
related areas with the Ministry of Industry and Technology.

—

e Veterinary and Apritez Departmenats would he  required  Po onominadoe

wo  counterpart  officers, one each  trom the Veterimiry and Apcoitex

i .
et Dy

4, to liase with the rational oroject cosordinitor.




- The national expert will be based at the Leather Institute of Zimbabwe

and is expected to function at all levels of the hides/skias improvement.

- The national expert 1in co-operation with the hides and skins
international consultant and the departments concerned will select a
target area in a communal region, establish a data base line on the
existing live stock, slaughter facitlties, hices/skins production,
recovery rate, and assessment of raw material qualities 1including priciag

structure.

- The Leather Institute of Z 1mbabwe in cc-operaticon with the

international consultant ané the naational project co-ordinator  will

assess the number of

field persomnel to be trained at the Inst.tute and
the duration of the <training courses. Further assistance will be
provided through the international consulfant 1in <2signing appropriate
posters a2nd leafiets.

- The other consultants in leather zoods manufzctture and oot wear

production will assist the Leather Ianstitute of Zimbadbwe in providing the

[N

technical inputs required for conducting courses in the £field o leathe

"

goods and foot wear production.

- The leatner finishing consultant will be based at the Leathar Institute
in Z imbabwe aad is expected to provide extension service o the industry

as required.

- The leather Institute of Zimbabwe wiil also provide organizational

assistance to seminars and work shops organized through the project.
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COUNTRY REPORT FOR ETHIOPIA

1. INTRODUCTION AND BACKGROUKND

The Regional Meeting on the Leather and Leather Products Industry in
Africa, held from 12-15 Jaruary 1987 in Alexandria, Egypt, focused on the
constraints and shortcomings experienced in the African leather industry as a
whole and emphasized the need as a first priority measure to upgrade the

quality of raw hides and skins and to improve the collection systems.

In the following the proposed scheme was presented to the First Session
of the FAO Intergovermmertal Sub-Group on Hides and Skins, convened in Rame,
21-?3 January 1987 and was as such welcomed and accepted. Fcr the
Implementation of the integrated sectorial improvement scheme UNIDO was
entrusted to seek the reguired funds. It was agreed, af ter receiving the
approval and support of many African countries, that eight English and eight
French speaking countries should be grouped under the enviszped umbrella

project.

To assess the exact needs and to define the reguired inputs in relation
to the existing sectorial infrastructure of the selected countries as well as
to quantify the respective cooperation expected from these countries the
Freparatory Assistance for the Regional Hides and Skins, Leather and Leather
Products Improvement Scheme started with the recruitment of the Senior Leather
Industry Expert on 1 October 1987 for a period of four months. The expert was
first briefed in Vienna from 1-7 October and from 8-9 October in Rome before
leaving for the field. On 21 December the expert was debriefed in Rame and in
the following assisted in the preparation of the draft documents for the

participating countries and for the region at UNIDO in Vienna.

EXPLANATORY NOTES

During the mission of the consultant to Fthiopia, the official value of

the Ethiopian currency was Birr 2.07 = US £1.00.




I1. SUMMARY

The livestock population of Ethiopia is one of the highest in Africa,
consisting of an estimated 27 million cattle, 24 million sheep, 17.5 million
goats and 1 million camels. The annual cff-take and the estimated production

of hides and skins are believed to be as tollows:

cattle 7% 1,950,000 hices
sheep 33% 7,900,000 skins
goats 37% 6,500,000 skins

The actual number of hides and skins collected *s much below the
estimated production figures. A certain percentage of raw raterial 1s
utilized for rural leather processing, however the larger portion of it
remains unrecorded. The difference between hide/skin production and actual

collection stresses the need to improve the collection system as ind1cated

below:
est imated prcduction collection shortfall %
catile hides 1,950,000 1, 3C,000 650,006 332
-
sheep skins 7,900,000 7,400,000 566,000 6%
goat skins 6,400,000 5,900,000 500,000 8%

Approximately only 30 of the hides and 20% of the skins are produced in

centralized abattoirs, whereas the balar-e derives fram rural slaughtering.

The collection and marketing of raw hides and skins is carried out
through the Hides & Skins Marketing Corporation (HSMC), a parastatal operating
under the Ministry of Foreign Trade. The export of raw hides and skins
(expected to be phased out in early 1988) semi processed leather and finished
leather products tas increased to around US B65 million for the year 1987
which represents the country's second largest foreipn exchange rarner after

coffee.




During the period 1980-1986 the percentual share of processed leather in

any form out of the total sectorial export has increased substantially, e.g.:

62% raw hides/skins

1980

38% processed hides/’'skias

of total export:
36% raw hides/skins

1986
64% processed hides/skins
The policy of the government is to phase out the export of rawv hides and
skins and redu-e the export of pickled and semi-processed skins amnd
concurrently increase the export of crusted leather and finished leather

products.
I11. TAKNNING INDUSTRY
The tanning industry is organized under the National leather an? Shos

Corporation (NLSC) which comprises 8 mechanized tanneries ani 6 shoe

factories. The plants do not oeprate, at present, at full capacity. Two

(o}
[

the large tanneries are undergoing 2 modernization programm and wiil be
partly re-equipped with up-dated machinery in order to meet the deman! for
better and uniform products. In 1986 exports to Italy, United Kinpdon, Japan
and USA accounted for 65Z of the total export earnings of prccessed

hides/skins including leather goods.

Apart form the NLSC tanneries there is quite an active artisan tanning
industry scattered over the country, utilizing mainly lower grade raw material
for leather manufacture. The "leather" such obtained is used for the
manuf acture of traditional leather products. It is believed that about 30
rural tanning centres are in existance with an estimated monthly intake of

around 200 cattle hides per unit,.

The NLSC has its own hides and skins collection system. The appropriate

raw material required for the different tanneries is allocated throuph the

various market channeis and central stores of the NLSC and HOMOL The KLGC
tanneries are compelled to pay nearly the world market prices for their raw
hides and skins - less an agreed percentage in the form ol o dincount

otherwise the raw material is exported by the HOMO,




INFORMATION ON THE LARGER TANNERIES INK ETHIOPIA

Ethiopian Tannery:

a) Production: 800-900 cattle hides/day, 6 days/week.
10,000 sheep/goat skins per day.
The leather processed from the cattle hides 1is
finished for footwear an? leather goods manuf acture;
sheep and goat skins are either pickled or wet-blued.
b) Employees: 800

2. Modjo Tannery:

a) Production: 6000 sheep and goat skins per day 6 days/week.

" Processed into pickle or wet-blue. Setting up of
water storage tank and installation of new tanning
drurs.

b) Employees: 220
3. Ethiopian Pickling Plant:

a) Production: 8000 sheep and goat skins per day € days/week.
Sheep skins are pickled only; goat skins processed
into wet-blue.

b) Employees: 240

4., Awash Tannery:

a) Production: 500 air dried cattle hides (4000 kg) per day imto

finished leather for footwear and leather goods

manuf acture; 6000 sheep shans for pickling/day; 3000
goat skins/day for wet-blue.

b) Employees: 750

IV. FOOTWEAR INDUSTRY

The six shoe factories under the mbrella of the NLSC are reported to
operate below their installed capacity. They account for about 50-55% of the
country's footwear manufacture, specializing mainly in gent's and children's

(canvas) shoes.




The private sector industry, consisting of a considerable number of
mediun and small enterprises is strongly represented in lady's shoe production.
In general, both sectors, public and private, cater to the domestic
market only, as the quality of the goods wanuf actured does, at present, not

carply with export quality standards.
V. LEATHER GOODS

During recent years this sector has developed into an export oriented
industry. A new plant under the wing of the NLSC the "Universal Leather
Articles Factory" was establihed a few years ago. This factory initially
constrained through production and marketing problems is expected to achieve
for the year 1987/88 export sales valued at US 3.8 million, representing

approximately 80% of the total value of goods manufactured.
Vi. TRAINING FACILITIES

Training in medium level technology covering the important areas of the
le.ther sector including raw hides and skins improvement is carried out at the
Productivity Improvement Centre in Addis Ababa, an affiliate of the Ethiopian
Management Insti:tute. The duration of the courses vary fram 2 weeks to 1 year
in the case of leather technology. During the period of 1973-19&7 640
participants were trained in the field of leather processing in courses of
different subjects and levels. With regards to training in shoe and leather
goods manufacture since the establiishment of the unit 1n 1984 282 persons
have been trained inciuding 42 who participated in the 6 month shoe technician
course.

VII. HIDES AKD SKINS IMPROVEMENTS

Hides and skins improvement falls under the Ministry of Agriculture and
is carried out by the Animal Resources Marketing Department whose f.-Id
operations are organized in geographical zones divided into districts and

subdistricts. The department at the Ministry is headed by one senitor hide and




skin improvement officer. Each zonal office of the agricultural development
department has at least one senior hide snd skin improvement officer stationed
there assisted by an adequate number of junior and extension officers, who are
stationed in the outposts. In the case of the Western Zone there are 57
officers and in the Awassa Zone 42 officers engaged in hides and skins
improvement. During the period from 1973-1987 337 officers have been traiaed
in this field locally. Some of the officers are also acting, particularly in
less developed areas, as slaughterhouse inspectors. A major problem

constraining the activity in the field is the lack of transport.

In general the hide and skin collection is well developed and well
organized; especially in areas with a higher population and better
infrastructure. Hides and skins are produced either in controlled slaughter
places or where such establishments do not exist on private and comunal
farms. In most cases the raw hides and skins are brought directiv to the
dealer which could be a service co-operative or a private establishment. In
both cases, the place of purchase has t» be registered and approved by the
hide and skir inspector and must feature the requirements laid down by the
govermnent which includes the provision of a hide/skin drying shed, salting
pit, cleaning table and an appropriate storage section. The relevant
purchasing prices have to be made known on a black board in front of the
collection shed. The exhibition of the prices offered for the various types
of raw material and grades informs the seller/primary producer of the actual
market valve. The collected hides and skins are transported to Addis Ababa
either once or twice a month where the grade and weights will be rechecked.
Payment for the goods delivered is effected immediately after the records have

been est ablished.

The prices paid for raw hides and skins are varying from area to area
depending also on the distance from the capital and type of raw material,

however, during October 1987 the following price structures applied:




Prices paid to traders for hides and skins delivered to the central

stores in Addis Ababa:

cattle hides a/d 1 39 Birr/Frasula Birr 2.29/kg
11 35 Birr/Frasula Birr 2.06/kg
111 32 Birr/Frasula Birr 1.88/kg
sheep skins w/s 1 139 Birr/Score Birr 6.96/skin
sheep skins d/s 11 129 Birr/Score Birr 6.96/skin
(40/50/10)
. goat skins w/s 1 87 Birr/Score (gen) Birr 4.35/skin
goat skins a/d 1 82 Birr/Score (bati)Birr 4.10/skin
(40/50/10)
goat skins w/s 77 Birr/Score Birr 3.8%/skin
goat skins a/d 72 Birr/Score Birr 3.€60/skin
(25/56/25)

Note: Frasula is a traditional weight measure equal to 17 kg.

Score is a traditional measure made up of 20 units (skins)

Prices paid to primary producer/butcher for their hides:skins delivered

to the collection points in the Awassa Zone:

service co-op private dealer

cattle hides, green 1 Birr 0.40/kg  Birr 0.50/kg
I1 Birr 0.30/kg Birr 0.40/kg
II1 Birr 0.20/kg  Birr 0.30/kg

sheep skins, green Birr 5.00~5.50/skin Birr 5.50-6.00
goat skins, green Birr 3.50-%.00/skin Birr 4.00
goat skin, a/d Rirr 2.00-2.50

The NLSC is purchasing at the same price structure. repardless of its

fOUTCE, SeTvice co-operatives or private.
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For the envisaged national project executed under the umbrella of the
Regional Hides and Skins, Leather and Leather Products lmprovement Scheme it
was agreed between the Ministry of Industry (NLSC) and the Ministry of
Agriculture (Animal Resources Marketing Department) to select a suitable
target area where a pilot project in the form of an intensified hides and
skins improvement will be implemented. As a target area the Awassa Zone was
selected for its high population of cattle with a relatively low recovering
rate for hides, being much below the national average and its border with
Kenya. The official recovery and collection of hides is approximately 40%

only. The distance by road between Addis Ababa znd Awassa is 275 km.

A. The Awassa Zone

The Awassa Zone casbines two administrative regions, namely Sidamo and

Gemu Gofa, the total area is 156,000 km? having a population of 5,038,000

people.
District Livestock Population Hide Sheds Slaughter Personnel
cattle sheep goat co-op priv. houses H/S lmpr.
Sidama 1,095,951 262,200 86,600 7 14 2 8
Gedewc 580,918 112, 332 37,500 18 18 4 6
Wolaita 748,590 223,220 96,600 2 7 3 4
Ariro 955,870 140,760 292,000 5 7 - 4 .
Boyena 284,000 244,000 480,000 - 6 1 2
Jamjam 350,860 42,228 35,500 - 6 - 3
Gamo 452,780 165,600 131,000 - 12 1 5
Gofa 404,430 367,740 393,300 - 15 - 2
Gerdula 417,150 269,150 247,020 - 12 - 4
Gelebe 209,300 157,320 229,080 - 13 - 1
Awassa HQ - - - - - - 3

5,500,086 1,939,810 2,036,000 32 98 12 42




The 10 districts comprising the Awassa Zone are divided in 56
subdistricts. The road distances between Awassa and the different districts
varies from 45 km (Sidamo) to 550 km (Gelebe).

The collection of hides amd skins from the Awvassa Zone for 1985-87 was as

follows:

1985/86 1986/87
cattle hides 139,000 153,303
sheep skins 444,455 587,435
goat skins 295,275 257,676

During 1986/87 15,231 cattle and 14,088 sheep were trekked out of the
Avassa tegién to Addis Ababa. The price for live cattle is around Birr 250
per head, for a sheep Birr 30-35.

Pides and Skins from the Awassa Zone vere graded during 1986/87 as

follows:
cattle hides: 1 50% sheep skins: 1 427
11 29% 11 382
111 21% IIT 20%
goat skins: 1 39%
11 37%
IIT 24%

The price for salt which is distributed free through the NLSC network to
the curing centres costs Birr 0.24 per kilo ex Addis Ababa.
During the first years of the envisaged project implementation the hides

and skins collection is expected to increase as indicated:

1987(basis) 1989 1990 1991
cattle hides 153,303 + 102 163,000 + 10Z 185,000 + 152 212,000
sheep skins 587,435 + 102 645,000 + 102 710,000 + 102 780,000
goat skins 257,676 + 10X 283,000 + 10X 310,000 + 202 372,000

The grading is expected to improve to a close 501 first grade, 30%

second grade and 202 third grade during the same period of time.




B. Slaughtering at the Addis Ababa Abattoris Organization

1986/87(planned) 1987/88(planned) 1988/89(planned)

1985/86
cattle 140, 069
sheep 49,502
goat 11, 391

c.

151, 000
55,000
11, 000

155,000
60,000
11,000

Export Sales of the National

160, 000
60,500
12,000

Leather and Shoe Corporation for the Year 1986 /87

Type of Products Measurement Quant ity Value 1in Birr
Pickled sheep/goat skin Dozen 428,455 57,939,961
Wet blue sheep skin Dozen 86,606 10, 313,609
Wet blue goat skin Dozen 138,503 12,105,233
Crust sheep skin Dozen 44,940 7,325,996
Crust goat skin Dozen 50 7,203
Wet blue hides Square foot 2,789,264 2,577,888
Crust hides Square foot 3,784,663 6,289,346
Splits Square foot 109,000 13,537
Lining sheep Square foot 11,500 437,805
Lining goat Dozen 5,000 263,225
Finished leather Square foot 500, 00¢C 1,003,950
Shoe uppers Pairs 30,000 322,920
Lady's hand bag Pieces 6,721 40,445
Shoes Pairs 49,000 299,115
Wool Kg 56,000 94,122
ASA leather Square foot 519,364 488, 890
Leather sole Square foot ele 828
Chamoise Square foot 3,000 4,557
School bags Pieces 24,1735 873,645
Small leather good Pieces 22,728 49,846
Upholstery leather Square foot 997 4,203
Total Birr 100,436,426
Raw cattle hides Pieces 713,000 11,905,000
Raw sheep/goat skins Pieces 2,380,000 14,803,000
Tot al Birr 26,708,000
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VIII. RECOMMENDATIONS

During the subject wmission it was identified that without enhancing the
recovery rate of hidesand skins and the improvement of the raw material
quality the further development of this industrial sector will experience
gserious constraints. Therefore emphasis should be given for the
implementation of an effective hides and skins improvement progrsmme. Further
there is an obvious need to enhance the quality of finished leather through
the introduction of modern finishing techniques, which would in turn improve
the export performance of the leather articles are manufactured from. The
need for external expertise in leather finishing and leather goods wmanufacture

- would alleviate some of the problems experienced.




PAPER PREPARED BY THE PROJECT APPRAISAL SECTION AS GUIDANCE FOR THE
UNIDO-FRENCH PROJECT IDERTIFICATIOR MISSIOR ON AGRO-INDUSTRY
IR MEXICO
BASED OR THE WORK PRODUCED BY THE SECTORAL STUDIES BRANRCH

The following is based on the Methodology for the Assessment, Programming
and Managenent of Production and Consumption Systems User‘'s Guide. It is
recommended that the mission take with them a copy of this document, Sectoral
Studies Serjies No. 33.

1. Mission Objectives

The identification of technical assistance and investment projects to
contribute to the integrated development of agro-industries.

2. Definition

The integrated development of an agro-industrial system is understood as
the harmonious, balanced development of a production-consumption sy.tem as
pictured in figure 1. Therefore, the analysis and programming of integrated
development requires a systems approach, i.e. an approach that takes irto
consideration all the production and consumption components of the system, the
linkages between them and the policies that affect specific components and the
system as a whole.l/

3. Priority sub-sectors

It is understood that the Mexican Government has identified the following
three sub-sectors as priority sub-sectors for the UNIDO-French identificaticn
mission:

- Oils and fats

- Cereals
- Milk and milk products.

4, Criteria for project jdent catjo
The technical assistance and/or investment projects identified should:

- contribute to the integrated developuent of the agro-industria’
sub-sector and the agro-industrial system of which it is a part;

- produce the maximum positive impact on the develcpment of the subsector
and on the system;

- be related to the specific needs of thz sub-sector;

1/ MEPS, Methodology for the Assessment, Programming and Management of
Productio: and Consumption Systems, Abridged version, Sectoral Studles
Series No. 27, UNIDO/1S.643, September 1986.




-2 -

- contribute to the elimination of bottle-necks and to the expansion of the
system;

- be located within the agro-industrial institutional framevork;

- be compatible with other related ongoing projects and contribute to their
successful implementation;

- be feasible under the prevailing econoric policies or should include
recommendations for necessary policy changes.

5. Procedure

The success of project identification/design within a systems approach
depends on being able to properly identify all the system components, their
linkages and inter-relationships. This can be accomplished by applying the
disaggregation techniques as prescribeu by MEPS.2/

A complete disaggregation of the pre-selected systems would not be
possible during the present 2 1/2 week mission. However, a large amount of
recent information on the sub-sectors should be availabie, as well as a number
of already pre-identified projects. Thus, the disaggregating procedure to be
followed under the circumstances should be the following:

a) Identify the development objectives set by the Government for each of the
system variables and the indicators selected to measure the performance
of the system (see p. 13 MEPS User's Guide).

b) Base Diagrammes
Identify the main components of the system, their linkages and the policy

components. Drav a base diagramme, using figures 1, 2 and 3 as examples
for the cereals, oils and fats and milk-milk products systems.3/ Check
them for completeness.

Obtain from your counterparts basic quantitative data that will allow you
to assess the relative importance of each component, such as the
folloving:
(1) Level of consumption of the final goods;
(i1) Number of enterprises involved in the production of the final goods
and also in the production of each of the main Inputs of the systenm;
(ii1) Level of foreign trade balance of the system's main goods;
(iv) Installed capacity for each component;
(v) Quantity produced of each of the goods previously identified.

Discuss the consumption/demand component with your counterparts. Is the
Government interested in reaching the internal or the export market?

2/ Jdeally, a full application of MEPS to the three selected priority
sub-gectors should be undertaken in order to produce a complete analysis
of the three agro-industrial systems and propose three alternative
development programmes. The development programmes would be composed of:
technical assistance projects, investment projects and the integrated
development of the system.

3/ Rice was taken as an example for cereals,
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Does the Government want to reach specific target groups or geographical
areas in the internal market? 1Is it enough to treat the consmmption
component as a unit? If available, it would be advisable to obtain the
folloving data:

- Income elasticitles, price, crossed elasticities

- Consumption by months

- Consuxption by regions

- Goods that are substitutes and/or complementary goods.

The answvers to the above questions will help you decide which of the
information listed in table 2 of the MEPS User's Guide should be
considered in order to describe the consumption component.

Most of the information listed in tables 3 to 6 of the User's Guide, for
agricultural, industrial services and marketing components should be
available from the diagnostic work already performed in Mexico.

Using the tables, reguest the necessary data according to the particular
characteristics of the system being discussed. This will help you most
in defining the problem areas and identifying technical assistance and
investment needs. Pay particular attention to projects that have already
beer identified and are under consideration or even being carried out in
the agricultural, industrial and services components.

With the information gathered in the previous step,, draw descriptive
base diagrammes. The diagrammes will help in the process of identifying
problems and bottlenecks that hinder the development of the system and
restrict the attainment of the Government’s objectives, and thus in
identifying projects %o try to solve these problems. The diagrammes
should also be useful for locating the projects within the institutional
framevork and assescing their compatibility with already existing
projects in other components of the system.

For the analysis of the system, it may be useful to prepare several of
the following base diagrammes:

(1) System economic flows
Use a few flow variables that characterize the system and that could
belp in the identification of bottle-necks. The following are
suggested:
- yield and area (for the agricultural components)
- rav materjial - gross value of production
- value added (see figure 4).

(i11) System stock variables
This diagramme would give a quick overview of the resources of the
system. The following variables could be used:
- installed capacity
~ fixed capital
- foreign finencing (see figure S).

(1i1) System's mein economic indicators
This may be one of the most useful diagrammes for assessing project
needs, because it can provide a brief description of the performance




c)

d)

e)

£)
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of each component and facilitate the assessment of the system. You may
use the following indicators:

- economic profitability

- X capacity utilization

- walue added/fixed cost

-~ value added/gross value of production (see figure 6).

(iv) Institutional framework
Identify the economic agents that participate in the different
components and activities of the system and picture hov they are
orgarized. This type of diagramme provides information on the
degree of horizontal and vertical integration already existing in
the system and permits the selection of the most appropriate
counterpart institutions (see figure 7 as an example).

(v) Regional base diagramme
Indicate the regional distribution of the different components of
the system. This type of diagramme will allow you to illustrate
regional concentration and the relative importance of ea:h
geographical region with respect to each component of the system
(see figure 8).

Technology
This will be a very important aspect to be dealt with when observirg the

productive components of a given system. The specialists of the group
should be able to identify technological shortcomings and gaps and
suggest, on the basis of their experience, technology options to be
considered for investment and for technical assistance projects.

Policles

Request information on the prevailing policies and policy trends.
Discuss the positive or negative effect of those policies on the
behaviour of the systems and their components.

Project identification

On the basis of the analysis of the system carried out in the previous
steps, identify the problems and bottlenecks affecting each component and
the linkages between them and identify, together with your counterparts
possible solutions that could be implemented through technical assistance
and/or investment projects.

The most appropriate solutions would be those that conform to the
criteria established for project identification in section 4. of this
document.

elimina ssessment o dy {dentified projects
The projects pre-identified by Mexico should be analyzed with reference
to the gystems in vhich they will be introduced. Apply for this anaiysis
the criteria for project identification listed under section 4. This
task would be greatly facilitated by the work previously undertaken by
you for the characterization of the rice, oils and fats and milk products
systems.

Remember that technical soundness by {tself is not a sufficient condition
to ensure that a project is feasible and 1ikely to have & positive impact
on the country's industrialization e¢fforts, The larper the number of
criteria met by a given project, the greater its potential impact on the
development of the system,
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FIGURE n?

BASE SCHEME BY PRODUCTIVE COMPONENTS OF THE PRODUCTION AND CONSUMPTION SYSTEM OF ONLS AND FATS
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Figure No. J
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Figure 3 BASE SCHEME OF THE STOCK OF THE CONSUMPTION AND PRODUCTION SYSTEM OF OILS ANOD FATS
{M T THOUSANDSUS § )

(X3 a0 Cas e, ons
[ 14 e0ssut (AR'S, veetTay
o€ Mra tL Caragty
(X It Mte tinang g e XY
w( Ab'TS
(X4 1479640
= KL e .
PALM cComround
sgrTgEaTIay, ® v o0, 000 maw PALM OIL K3 DY)
wl [
3 XXXE] X3 XK e ."arnc
[ ]9 wro L 14 2110 -— [J v
(R4 U000 (X4 12940
o 3. re 2029 ’ Favs
(SN
Oy AN
soret Raw SOYBEAN C'L PVC PACWAGES — e el
spTEBYIAL W 20,008 0 000 (X3 €' 92 OILS AaND FATS __4 e IIRIEY )
G sv e L3 [34) e [YY] - ;_: | (X4 2170 '_\
o Vo2 ' svaen o 106000 Miter INOUSTRY
'Y} XL XY re are re PYYS wARSARING
rq i, FIC 2
14 7198
¢ [ 118
covTTION BUALINGS ARAw COTTON OIL A RAX
’QTQETIAL & 500,000 (X4 00 re 12298
T Ftro¥¥ - v e0¢ oC 3349 S0aPS
eC  avess tC is3are ¢ 1300 ToiLq Y | CONSUMPTION
o a3 vs [&d 209 J [ 300 4 DY) —_—
w LAY
‘ g w00 "“
7130 EuYAALTION F1S1e MEAL INOUST FISH SE e ACF OIL ' ras !
t-mees hdad Lol AT seacareny vC 118407 SS— 08 wagnIne
AwlwOut T4 T N T e300 e 'YIX) MPOULTRY INDUSTAY 3 Y
148000 y ¢ o e 904880 w( oA
sea v2aA PRR) o 0 A "€ Y
' 1219820 ¥ 127 00 »
Wt (LX) X4
caPaLL A [ 144 199%¢
form " e Conmindd GLYCERINE !
e [JR I Y 1Y 1} Ve 20 L any J
CmD . 2eatya .t 19810 h L—q w .q:’,
[ 14 :::u o“s‘: e s erd0 ’IS $29¢C
. » . AR
e Pr1ay - e ea:100 e erer :
(=i AR WY o
(A sreat - 9se CrICrEN
Can [ B2 R .d 7 LRI ]
w( 14807
1€ 2:8 000
- s s AL
HMARD YCLLOW CORw -« QALANCED FOOO
sevgatIA, B @00, 000 ' 35183 [ £ AR
X3 XXX} . e ¢ ———— i L 4 narey Su— X3 XK
et aitee iC 206000 wt e3ve; —
__vey. e sire 1A




NEADNG
ee o

Ve ¢« vatd CaracC Y Y
[N Y XY
av ¢

(CONOMIC PROP TG 'Y Y

AS8ePGaTy wva, vl

Sratite & tatecente
U FYFTR CTYOT

Av0 ¢+ AQ0ET VALUE OF SADDUL TION

oC s ® 200 DY

FIGURE &'

BASE SCHEME OF THE INDEXES OF THE PHOOUCTION AND

>

YE AR 1944

)

RAwW BaLM OIL

te Ve
['Y I B8

saL M
[ - Y
vt LE 3
. [T R TYL Y
av;%C oW
av/eve so Y,
sovataw

avsere
av/eve

‘oY
o %Y.

"0y SOY O

e e = =

ONSUMPTION SYSTEM OF D1LS AND Fa:1$S .

PVC PACKAGES

Ve ‘o0 v,

80 2,'0° ag/me

Av/eC 403 YV,
(TN

vt as v,

av/?C VY
av/8v® V3%,
Bi00n, § TECHEOLO8Y

Av/ave
mum v Cewaly NG
—_—

v

e 137V, e Y,

ve " Y, ue Y

. 22919 %0 /me av/®C e Y,

T ase Ve J av/save 3%,
COYYON BURMLINGS Raw COYTON OIL

Qe v, e 11 Y [ X J VI v,

ve 10 Y,

ree Y,
e,

avysee
Av/8vw®

FISM ERTRACTION

s PRRAR- 0 Y,

Cme g Yy,

yt retas %
Cwuo 1Y,

av/®C orRal VY,

Cw Y, 089 %,
speat Yo i,

Cmp oa® v,

o~ 70ve

i

€16 M AL INDUST

epacartoy

—

e &Y
ue 30 Y,

av/PC 30 %
av/eve %1 Y,

S

(na®D vELLOW Cn

ce 3 Y,

[¥24 ay

ap 3,740 0 g/ mg
av/®C %0 W,
av/eve a3V,

fe [
vt 0,
AV/PC ‘e Y
av/8ve VD Y,

Camningy

——

15K SEM REF O

T - v
ve  tew,

e “s v,
ve 3 Y

av, ¢
av/Gve

ras Yy,
18 Y,

J

as/0C
av/ave

1%
RIS

GILS ANNTrAYS

INDURTYRY

oS

vier e,

te VA Sy
'lg re %

LLEI /N
[X I

sv/®e
av/ave

toweOuUnD

¢ se %,
ue as %,

190 Y,
LA

Av/Pe
aAv/Sve

ravs

Lango

[ R
ve 16 %,

av/ee 900 Y
IT7X 1T Y

LYY YL ALY

te ra %,
(g '’ Y

av/®C nae %,

AR AR

av/eve

e
L4 1 Y%

[ v r?
ve (X5
av/PC 1,28 %,
arn,

[ NN L AN

ue e,

avyee
av/ove

170 Y
10 %

S
|

CLYCERNT

—r

AALANCED F OO0

[ BLd \.ﬁ.
ue e Y,

0%
‘o Y

av/?e
Av/Qve

fOUL TRy INDUSTRY

e 48 v,
vt 1 %

av,?¢
sAv/ @ve

1,v0 Y,
0

L

CHICHEN

[ (R
e *d ¢ Y,

av/ P g
av/Ove

[T
1Y Y

I

re ey,
ve " 1 Yy,

av /9 ¢
av/Avyp

(LA
"N,

Py, s 71 O




BASE SCHEME OF THME AGENTS OF THE PROOUCTION

rcung ne 7

AND CONSUMPTION SYSTEM OF OILS AND FATS

(nda S0ArN eOovBL AN O,
[ -.ooc'.. ] [ imooarg ]
1 —.
\ ] S
Maw PaL W heed INPYTS CHMMEACIALIZATION - 0ILS AND FATS MOUSTAY OLS AND FATS COMMERNCMY, 128 T,

» Gl ? tatiosagty
tull o4 wa
-~ Smvatt PantCYY
Sa, Was OF . (4990
00 wam T
Nt ORGAWIATIONY
ey OF ACS'CW YU
SANID LRV DI\ NN
tSs MOOS A

T

SOveatawn

AR LTIV, . Y J L}

VOV Sunt &Y OBRADITAY ONE
WnIeY 0F b\ TURL
8anC0 AS84QA00 0N\ PLN
tni
"p10s, OB , C'uC A

- NATIONS, SOO0OUCLEY OF SOV AR

COYTON CULTURE

- Seml TMOOLLRY a0 aSA RN COOPE
aat vy
- et Ay
-~ CO*YYOm mAPORA, B0a8D
- BATORM CON-TEL OF COY YOR FRODCTRS
- GOvlavu)a® OEpan'IaT0ONS
e TR OF ALMQA Tue(
DAWCD aS MmO O\ P4 OV
t
INIPA, MONA, Lol &

OO

NATORAL CRTPATRIIE OF NPUTL CO:
[ wwtetiaization COTTON PP
rod . Pmvary (s TRIGUTEAS ATMALEEN
-1
SOVO!_:N —_—
Py

SALANCED FOOD WDUSTAY

F1Sm MEAL INDUSTAY

#1S CXYAAC TION

- PEICAN N e gAY
WA\ Cataal Yy QATCAPRISES OO
ARCmOvY o (83)
* SUPO 1RAg 208 Cannivg
OWMCY mman (O IMPTOn ¢ T
MBI TTIR 4430CHTON OF PRAY
- QOVERRUERY 0S4 AW AT ION
DML' EN OF 7 AngAY
SANCO 1IaDULT Beay
e, i IRGa, Coec A
- ARy

-

HAAD YELLOW COMN

~ Sway, "EOalT ey
-« RATONA (Ona VI (¥ COMM OF POOLLERS
- SOuIPRW®Y OAGAWM] AT R

WWMITOY OF AGM(\y TURL

GANCD SAMAND M PTMy

X 4]

e, WOLA ,f A

- SOVIOnuEnt fntERenIge
stsCarmay
- PIrvat? farearaigg
CANNING ISPV R, TRUTTAPRISE )
ba « BFSCAMIAY L 400N UNONS
sgreaere,
sutRasL o
- SOVERuNE Nt ONGANIZATION
WIS TRY OF FiSeENY
0ANCO DU TRIA,
inmree

— |

-PANATE CuTERMISE
LU INL L
tanagan
BOL INOVETRIA
MNP NTOE VITE
oreos

- FOREHN PUNATE Ch TIRPEmYe
PUMING PR
o 'NERA SANPA RO80
10« g

» RATIONAL SOCRTY OF mOuvITR )

CoOmiITE OF PRODUCTYONPS (X
ALINTRTON B8 ANCLADOS

- S0/E0nug Y ONGAM AT ION
WINISTAY OF (WOUST WY
BANCO BNDUST RIAY
ITiNTEe

WATH A, PEVaTy | N TYAPOE Pren
varnweas g a 19%,
PR PACWICO S A 18%
LALISTO NOWERNO $ & %,
MIOTICNItA S A 9%
LN L L B TR 9%,
O tagmen3al MICO T A Y
SINDi § A °%,
LA UMION § A s
ALPONATO 3 A 1%,
LIEON COmE RCIAL
wOUSTRIA, § A 1%,

—
ro%

- IO SN PRIVATL ENT RO O
A IIY) 10%

c NATIONNG SOCHTY OF SOVITRE S
Com e 0f PROOMC TONE S OF ACEITES
v 6NASAS

SOVE Bnnl wY ONGAN ] ATIONS

WIR POy N INOUETRY
Santn MUY MIA,
TiNree
C'eCa , 1n008

e

. NAYIGMAL PENAT] (RTEEIINGS
pacCOlmE
CONLONCIO VIV R IOVOSP
[OLINT TR 1)

- FOM G Pl (8T (OPDYE
WL LI
10 jvue

POULTAY INDUSTARY

POULTAY PAROOUC TS COMME AC.

o

. PRIVAT] et gABmeE
LRSUNT 1
rtasagas
Ol 8BS SMALL PROCVCENS

- Sfuividh ASSNCIATION OF POYLTRY

ta®a)

+« GOVIANNEINT ORGANIIAYIONS
Wt tAY OF InOUSTRY
BaANIO mOusTaIA
AT AQ X4

» NATIONA, PRIVATL CNT(OPOINY
LA 1

. TOREMR PANWAT] (aT(EPIN ]
(W YT 1Y
410« Sy




Figure 8 Regional bane scheme of the production and conaumption system of oils and fats - Per:
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4. PRESENTATION QF 7=E RErFSTID LTAT I OF THE INSGDUSTRIAL CaAPACITY




REFABILITATION

. Underut j1ised industrial production capacities represent

a major probles in Africa.

lehabil]itatio- can help restore economic growth inm Africa
by impgoving tméusssrisl cspacicy weilizotion and

productivity. (cc.z2/1 1)




UNIDO*S POSITICM (GC.2/17)

Rehabjlitstion and productivity improvement should be

t-ckl+d simultaneously:

- st the sectoral amd sub-sectorsl levels

- in core industrial sub-gseczovs

according to national, subregional or regional priorities.




Rehabﬂlitation should not only focus primarily on technical

and engineering dimensions.

Rehabilitation should be viewed in a comprehensive

framevwork.

Technology

Equipment

Management
! Finance

Buman skills

Polfcy environment

(1DpB.3/16)




"UNIDQ's role would begin with a techno-economic diagnosis

at thq individual factory level" (GC.2/117).

We believe thit there is a "missing link”, that an analysis
of thel system in which the factory operates should precede

the dilagnosis of the factory.




Furthjt analysis of UNIDO's pasttton indicates that

implidit im UNIDO's call for a

-fsector.l approach to rebabilitation
and
-|a comprehensive framework

is theq motion of » systems approach.




Systems Approach

Within the systems approach any industrial activity can

be viewed as a system comprising:
- a set of: production components
marketing components
consumption components.
These| components are linked in an interdependent manner

and afe influenced by prevailing Government policies.




AT

A "system" can refer to an entire industrial sector or

one or more interrelated sub-sectors.




P

It shows:

It defines the b
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Technical assistance programmes and investment projects

should promote the harmonious balanced development of

a sys?em (Integrated Development).
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Thus the @stem diagnosis required for the design of

! rehabilicion activities should properly identify:

- syptem components
- th@ir linkages

- th.Aprevailing policies

- government objectives.




The system diagnosis requires:

Qg/\abﬂ/:@‘r\,v
U\

e assessment of the relative importance of each

component in the light of government objectives;

- th
|
i
i
|

- t?e fidentification of weaknesses in the different

c#nponents and their linkages that hinder the

ttainment of government objectives.

The uge of descriptive base diagrams will facilitate the

ident{

solut §

ons.

fication of problems and the design of most appropriate
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Apprppriate solutions should lead to an integrated

reha*ilitation programme that consists of technical
assijtance and investment projects at the factory or

corpprate level that meet the following criteria:

- pould product maximum positive impact on the

Pevelop-ent of the system;

- pould contrjbute to increasing the level of

roductivity and capacity utilization throughout

the system;

- ould be co-patlsle with other related ongoing
rojects and contribwte to their successful

mplementation;

- nd finally, would contribucte to the rehabilitation

¢f the system wittin an integrated approach.




The cdncept of integrated rehabilitation could be

applidable at the country or at the subregional level,

depending on the nature of the system.

Examplies:
- 0415 and fats system in the SADCC countries

- Filsheries industrial systems in West African countries

’

- Cereal systems in the SADCC countries.
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r

Identify linkages between components amd agents;

(b) ldentify most critical bottlenecks;

(c) Establish priorities for technical assistance
and fnvestment projects in each component and

assess their complementarity;

(d) Choose the most appropriate location for each
technical assistance activity at the country

level;

(e) Identify the most appropriate policy measures.

[

Idenpify complementarity of actions among sctivities and

cons+lidate an integrated rehabilitation programme.




Qd/\ab-l(/\ bl Vi

An Iﬁtegrated Rehabilication Programme would then consist

of investment and technical assistance projects that

si-uﬁtancously influence several components of the system
i

wherel bottlenecks were identified during the analysis of

the syscem.
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The Application of a Programme Approach to Technical Assistance

Project Identification and Formulation

Summary

The programme approach* was developed at UNIDC in response to the widely
perceived need fo: increased impact of technical assistance projects on the
industrial development of developing countries. The application of the
programme approach to project design makes it possible to produce an
jntegrated development programme that comprises a package of technical
assistance and investment projects and policy advice to promote the harmonious
balanced development of all components of an industrial system. The programme

approach can be applied at three different levels, as described below.

The grouping of countries (preparation of sectoral typologies) according

to patterns of development of a given industrial system and the preparation of

indicative programmes for groups of countries are complementary tools and

options for the design of integrated development programmes. Ideally, UNIDO
should develop typologies covering all the most important industrial systems
in developing countries, in order to provide the basis for preparing

indicative programmes and country sectoral programmes.

Indicative programmes represent a cost-effective programming method. By

applying the programme approach to a group of countries with identified
patterns of development (through sectoral typologies), it is possible to
prepare an analysis of the industrial subsector, strategies for its
development, technical assistance and investment requirements and policy
advice that can form the basis for development programmes for all the
countries in the group. Indicative programmes can be used by Governments,
development assistance organizations, bilateral aid donors and potential
investors. A further output of this work is a UNIDO position paper on the
sector that defines priority areas for UNIDO activities.

#The underlined expressions are defined in the text.




Country sectoral programmes can be prepared independently of the
foregoing programming activities, or they can be undertaken as a follow-up to
a sectoral typology and/or an indicative programming exercise. They can be
prepared at two different levels. An integrated sectoral programme provides a
package of related technical assistance projects, as well as investment needs

and policy recommendations for the development of an industrial system in one

country.

If the time and resources are available and if the envisaged investment
in the sector will be large, a quantitative and integrated sectoral programme
has the advantage of permitting precise quantitative simulations of all
proposed projects and policy changes to determine the optimal package of
measures for achieving a country's objectives in the development of an
industrial system. Furthermore, there are the benefits that can be derived
from the transfer of the method used to the country, where it can continue to
be used as a tool for monitoring and adjusting the implementation of a
development programme and negotiating with domestic and foreign investors, as

well as for planning the development of other sectors.

While the programme approach will not eliminate the need for individual .
technical assistance projects, it is hoped that it will complement the
traditional approach to project jdentification and design and succeed in

increasing the positive impact of technical assistance on industrial

development.




Introduction

Technical assistance projects for industry are generally designed to
promote the development of a given industrial sector through the elimination .

of bottlenecks and constraints affectine the sector.*

It has been realized by multilateral and bilateral development assistance
organizations that despite the provision of large amounts of technical
assistance, the expected impact on the industrial development of developing
couniries has not always been achieved. A frequent point of of criticism from
all parties concerned has been that many technical assistance and investment
projects in developing countries have established R&D and other types of
institutions, pilot plants and even industrial-scale plants that cease to
operate with the end of the project or continue to operate at very low rates
of capacity utilization and efficiency. Furthermore, technical changes
resulting from technical assistance projects in a country have often not been
successfully introduced and disseminated within the country, in spite of their

being both technically feasible and economically desirable.

The reasons for this disappointing performance are, amongst others, the
lack of adequate upstream and downstream linkages of the projects within the
industrial sector and with other sectors, as well as the lack of co-ordiration

with other development activities. A further problem is that it is often

*Technical assistance may involve the introduction of new technologies and/or
additicnal technical capabilities, the expansion of industrial capacity,
industrial training, the creation and strengthening of institutions, etc.




difficult for Governments to identify accurately tbe "real” technical
assistance needs within a secter and to establish priorities for action.
"Perceived” needs are eften not the "real” ones. Other problems include the
lack of co-ordination batween national institutions and the lack of
co-operation and even competition between various development assistance

organizations.

In many cases, the failure of individual projects to produce the expected
impact illustrates that technical soundness by itself is not a sufficient
condition to ensure a positive impact on a country's industrialization
efforts. For this purpose, a project should meet several conditions: it
should respond to the real needs and priorities of the country within that
sector. should have adequate linkages with other components of the sector,
shovid be self-sustaining after the end of the technical assistance project,
should be properly located within the institutional framework of the sector,
end should be compatible with other related ongoing projects (this, as will be
seen below, leads to the concept of programmes). Furthermore, appropriate
government policies are necessary for the project objectives to be fully

achieved.

System Approach

For a project to be able to fulfill the above conditions, the structure
and operation of the industrial system in which the technical assistance is
provided must be clearly urderstood. The application of the system approach
provides a framework for understanding the structure of the sector before
undertaking project design activities. Within the system approach, any
industrial activity can be viewed as a system comprising a set of production,

distribution and consvmption components that are linked in an interdependent




manner and that are influenced in their functioning by a set of policies. An
industrial system can comprise one entire sector or several interlinked
sectors/subsectors. Figure 1 shows a base diagram, which is the

graphic representation of an industrial system, showing its components, the
linkages between them and some of the policies that affect the various

components and the system as a whole.

The system approach rprovides a broader view of an industrial sector than
traditional approaches because it makes exrlicit the complex interdependence
of the economic and social components within and outside the system and helps
to provide the conceptual framework to analyze and evaluate these
interrelationships. The application of the approach leads to the promection of
the integrated development of industrial systems, which is understood as the
harmonious balanced development of an entire system, including all its
components. Specialized issues such as the integration of women, energy and
environmental considerations can also be addressed within the systems

approach.

The final result of the application of this method is a programme for the
integrated development of an industrial system during a given time period. A
programme comprises a package of interrelated technical assistance and
investment projects and specific policy recommendations. The programme
addresses simultaneously all of the components of a system in which
bottlenecks and constraints that hinder the development of the system have
been identified, so that the technical assistance and investment projects in
the programme have a greater potential for producing a positive impact on the
development of the system. The system approach is thus the basis for the
programme approach to promoting industrial development. In addition, this
approach can also be a useful tool for developing integrated human resource
development programmes needed to support and sustain the structural and

technological changes required in the development of the system.

The technical assistance projects in such packages may be financed within
the IPF, jointly with other institutions or bilateral donors, by
svecial-purpose contributions to IDF or through other sources. The method can

also be used to programme the use of special pledges or tied contributions in

order to achieve the maximum impact in using resources.




Figure 1. Production and consumption system: base diapram
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Such programmes can be useful to developing countries, to development
assistance organizations ana to donor countries. They can provide developing
countries with a sound basis for promoting and following up the integrated
development of their industrial sectors. They can also facilitate industrial
co-operation between developing and developed countries by permitting a better
identification of investment and joint venture possibilities. Programmes can
also facilitate the efforts of development assistance organizations to design,
appraise, approve, implement and evaluate technical assistance projects and
programmes in an integrated manner, rather than only providing isolated
unrelated technical assistance projects. Moreover, the assessment of the
status of an industrial system made following the system approach can provide
the necessary baseline data against which the impact of programmes and

projects can be evaluated.

The Method*

The system approach can be applied to the analysis of industrial systems
at three different levels: for a large number of countries (to produce a
typology), for a group of countries (to produce indicative programmes), and
for a single country. These can be considered as successive or independent
stages in a programming exercise. The three levels can be described briefly

as follows:

(1) Developing a typology of developing countries to identify groups of
countries with homogeneous development patterns in the selected sector.
This is done through a combination of statistical analysis of sectoral
data and the use of the knowledge and insights of experts on the sector,
including UNIDO's sectoral experts. The picture thus obtained of each
group of countries already provides a preliminary basis for the

activities undertaken by AREA officers in project identification.

*MEPS is a tool for the application of the system approach. This method was
originally developed by the Junta del Acuerdo de Cartagena (JUNAC) and further
expanded in cooperation with UNIDO, MEPS is an acronym for the original
Spanish name of the method, Metodologia de Evaluacién, Programacion y Gestion
de Sistemas de Produccisn y Consumo, or translated into English, methodology
for the assessment, pregramming and management of production and consumption
systems.
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(2) Drawing up indicative industrial development programmes for groups of
countries. Such programmes can servz as guidelines for AREA and DIO
officers in UNDP-related country programming or as a tool for evaluating
the viability of government requests or other project proposals and for
improving them with respect to their impact on the industrial system.
Within the indicative programmes it will usually be possible to formulate
project proposals or packages of proposals as well as project concepts
and ideas, but the quantitative simulation of the effects of proposed

projects will be limited.

(3) Designing country sectoral programmes, either as a follow-up to a
typology and/or an indicative programme, or independently of these.
Country sectoral programmes can be prepared at two different levels:
integrated sectoral programmes or quantitative and integrated sectoral
programmes. The fcrmer is a package of technical assistance projects and
investment and policy requirements, while the latter is a package of
technical assistance and investment projects that have been
quantitatively assessed as well as specific policy recommendations for
the development of the system. The latter involves the use of a computer
model to simulate the impact of alternative programme options on all of

the key components of the industrial system which comprises the sector.

The use of the programme approach thus offers three related ways of
accelerating programming work and rendering it more efficient than a
project-by-project approach. Furthermore, each programming application will
help to faciiitate subsequent applications, thus making them less expensive.
The three levels at which the programme approach can be applied are described
in greater detail below, together with examples of their application.

Sectoral Typologies of Countries

When applied to a large number of countries, the system approach permits
the identification of similarities and differences in tne patterns of
development of a specific industrial sector, so that countries can be grouped
into a typology according to patterns of sectoral development. This method of
grouping countries represents a great improvement over the usual methods of
grouping countries according to geographical, political or other criteria for

industrial programming purposes, as it considers only those factors related
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directly to the development of a particular industry, i.e. the production and

consumption components, the institutional infrastructure and policy framework.

The method for producing a typology is carried out in four steps:

(a) A global analysis is made of a given industrial sector covering its
structure, trends and alternative development scenarios. This analysis
permits the disaggregation of the sector into its component subsystems and
linkages to the rest of the economy, taking into consideration economic,
technical, social and policy factors affecting production and consumption.
(b) Characteristics are selected that describe the components and variables
are chosen to show the present and potential status of each component. Data
is collected on these variables in order to carry out statistical analysis
using different clustering techniques.

(c) Based on the clusters identified, countries are grouped according to
similarities of development of the sector. Each country group can be seen to
have a distinct pattern of development. For each development pattern
identified, a country case study may be undertaken. These studies provide
in-depth and country-specific details, illustrate more closely the developnent
patterns and contribute to the assessment of positive factors and constraints
for each group.

(d) Comprehensive pattern-specific development strategies covering the areas
of investment, technical assistance, policies and regional and international

co-operation are proposed, together with corresponding suggestions for action.

UNIDO has produced a typology of countries for the fisheries industrial
system (FIS) of 64 countries following this method.* The main results of the
study consist of an assessment of the fisheries systems of 64 developing
countries, leading to the identification of 10 distinct patterns of
development prevailing in the fisheries systems of those countries and the
classification of each country into one of the groups. Figure 2 illustrates
the 10 patterns of development that were identified and Table 1 contains a

summary description of those development patterns.**

*The results of this work are described in a report entitled: "Industrial
Development Strategies for Fishery Systems in Developing Countries”, Sectoral
Studies Series No.32, PPD.30, ? April 1987, UNIDO, Vienna.

#»% Each group's component score in this figure is the arithmetic mean of the
countries within it. Each component was scaled so that across the 64-country
sample each has a variance of one and a mean of zero. Deviations from the
mean greater than +1 or less than -1 are more than one standard deviation away
from the average of the 64 countries, that is, they are exceptional.
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Table 1 Summary of development patterns identified

Group Ccuntry name Continent Description

1 Ghana Africa The least favoured countries.
Kenya Africa Generally poor or under-developed
Madagascar Africa countries needing fish protein but
Malawi Africa lacking in skills, inputs or infra-
Mali Africa structure to maximize resource use.
Nigeria Africa
Sudan Africa
Uganda Africa
Untd. Rp. Cameroon Africa
Untd. Rp. Tanzania Africa
Zaire Africa
Zambia Africa
Bangladesh Asia
Turkey Asia

2. Angola Africa Largely state controlled fisheries
Mo~ .co Africa The government is involved in these
Mozambique Africa countries' fisheries to a large
Burma Asia degree. All of them have good
China Asia potential for growth, both marine
Dm. Kampuchea Asia and freshwater.
Viet Nam Asia
Yemen, Dem. Rp. Asia
Mexico Latin America

3. Gabon Africa Low priority fisheries. Fisheries
Sierra Lecne Africa are not a high priority in these
Iran Asia countries due to resource
Iraq Asia limitations national wealin or
Saudi Arabia Asia other factors.
Brazil Latin America
Colombia Latin America
Venezuela Latin America

4, Algeria Africa Labour-intensive fisheries.  These
Egypt Africa countries are linked by having
Tunisia Africa large artisanal fishery sectors
India Asia and big domestic markets. Most of

-~ Indonesia Asia them have well organized fisheries

Pakistan Asia departments and all but two have
Sri Lanka Asia flourishing inland or freshwater

fisheries.
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Table 1. (continued)
Group Country Name Continent Description
5. Congo Africa Small states with growth potential.
Oman Asia These small population countries
Untd.Arab Emirates Asia all have relatively good fishery
Guyana Latin America potential, particularly for export.
Fiji Oceania Their governments have made
Kiribati dceania fisheries a high priority sector.
6. Namibia Africa Large but fluctuating resources
Argentina Latin America and limited local demand for fish.
Chile Lztin America These countries have large fish
Ecuador Latin America meal industries or export oriented
Panama (Ex. CZ) Latin America processing plants. Although their
Peru Latin America marine resources are substantial,
Uruguay Latin America they suffer from big natural
fluctuations.
7. Cote d'lIvoire Africa Laissez-faire fisheries.
Area of Hong Kong  Asia Commercial and private interests
Korea, Republic Asia predominate in this group of
Malaysia Asia countries which also have good
Philippines Asia domestic markets and labour
Thaiiand Asia intensive fisheries. They all
have high per capita consumption
of fish.
8. Mauritania Africa Lack of industrialization. Good
Somalia Africa fishery potential but with serious
lack of skills and inputs and very
limited local market.
9. Senegal Africa Likely exporters. Similar to group
Maldives Asia ¢ above these 3 states are well
Solomon Islands Oceania poised to develop the export
potential of their fisheries.
They all have good traditional
fishery skills.
10. Korea, Dem. P. Rp. Asia Long distance, state controlled.

Cuba

Latin America

Strong government control but with
somewhat better developed fisheries
particularly in deep sea operations
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On the basis of the patterns identified, comprehensive develcpment
strategies were designed for the 10 country groups. Table 2 illustrates this,

showing the strategies applicable to countries in one of the 10 groups.

The analysis of tke proposed development strategies and the difficulties
hindering their successful implementation led to the identification of the
pattern-specific actions required for the development of the FIS for each
group of countries. Table 3 summarizes the actions recommended for the 10
groups. As can be seen from the table, these actions can provide the initial
basis for further analysis leading to the design of development programmes for

each group that are integrated, comprehensive and pattern-specific.

As the FIS study illustrates, such typologies permit the creation and
presentation of development strategies which are internally consistent and are
tailored t¢ suit cach of the current types of development patterns observed at

one point in time.

The results of a typoiogy are intended to benefit several types of users:

(a) Government planning offices and ministries in developing countries can
directly use the outputs of the study as inputs for further analysis and
programming of the sector and for setting priorities for actions in an
integrated manner.

(b) The typology provides the possibility for countries to share and benefit
from other countries’ development experiences, and may thus provide a basis
for promoting co-operation among developing countries.

(c) It will also be of use to international technical assistance and
aid-giving financial organizations in designing programmes for individual

countries.

Based on the resnlts of the FIS study, the programme approach was also
applied on an experimental pilot basis to the development of policies and
measures to integrate women into all components of the fisheries industrial

system in three countries (Senegal, Indonesia, Mexico).*

dicatjve ogrammes
The system approach can be applied to the further analysis and
programming of the development of a given industrial system in a group of

countries that have been identified as having specific patterns of

#The results of this work are described in a report entitled "The Integration
of Women in the Fisheries Industrial System", PPD.34, 15 May 1987, UNIDO,
Vienna.
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development of that industry. The output of this analysis is a detailed
description of the industrial system, including the bottlenecks and
constraints identified, as well as an indicative programme, which comprises
strategies and specific actions for technical assistance, investments and

government policies to promote the development of the system.

Indicative programmes for groups of countries are prepared in four steps:

(a) The selection, based on the results of the typology, of the geographic
area where the industrial system is to be further studied because it has
potential for development, owing to the existence of natural resources, high
demand, possibilities for economic cooperation etc. Although countries in one
geographical area will often have different sectoral development patterus, it
is likely that some similarities wili exist in terms of resources, costs of
factors of production, consumption habits, etc., which carn facilitate Jdata
collection and analysis, thus making the programming work more cost effective.
(b) The identification of the sectoral development patterrs that prevail in
the countries of the area selected.

(c) The selection of countries that are representative of each development
pattern and conducting case studies of these countries. This involves desk
work and a brief visit to the cov:tries before preparing indicative
development programmes based on the analysis made.

(d) The preparation of programmes “or other countries in the group through
desk work complemented by extrapolations based on the information obtained in

the previous steps (typolegy and case study).

UNIDO is presently conducting an indicative programming exercise on the
fisheries industrial systems (FIS) of 8 West Airican countries belenging to
four different patterns of development. 3efore carrying out the case studies
on four countries (one from each group), operational kits were prepared to
facilitate the use of the system approach, to standardize the kinds of
information to be collected during the desk studies and field work and to

ensure that data was included on all t;' components of the system.*

#«The kits for two countries (Ghana, Sierra Leone) included charts for data
collection on the participation rates of women throughout the various
components of the systems with a view to ensuring their consideration in
ensuing project concepts and policy recommendations.
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The outputs of the indicative programming exercise will consist of

programmes for the development of the fisheries industrial system in eight
West African countries on two different levels. For the four case study
countries, Senegal, Cote d'Ivoire, Ghana and Sierra Leone, the main outputs of
each case study were a preliminary version of a fisheries system development
programme cons:sting of technical assistance project concepts and ideas,
investment proposals and policy recommendations. The background and
Justification for the preliminary development programmes is to be provided by
the following information obtained or refined during the case study:
government objectives with respect to fisheries, including nutritional goals
distributional aspects, etc.; an assessment of the present status uof fisheries
in quantitative terms; an analysis of the requirements for the further
development of the system, incl .ding an identification of bottlenecks and
constraints, as well as rehabilitation, training, investment and assistance
r.eeds; an examination of existing pipeline fishery-related projects; and an

analysis of prevailing policies and their effect on the system.

For the other countries being studied (Mali, Togo, Gambia and Mauritania)
indicative programmes are being developed on the basis of the original
typology together with information collected through desk studies and in the
case studies. The outputs of this pro amming exercise for each country
studied will consist of: refined description of the patte.n of development,
(with greater precision than in the typology), retined development strategies,
and a more precise definition of required actions to overcome bottlenecks,

including: project ideas, investment ideas, and plausible policies.

A further output of the indicative programming work will be a UNIDO

position paper on the fisheries industrial system in the West African
countries, This paper will describe the potential role of UNRIDO, in
co-operation with other international agencies and financial institutions, in
the development of the fisheries industrial systems in these countries. It
will indicate priorities, both in terms of groups of countries and of
activities, for UNIDO's involvement in the sector, following the integrated

approarh to development.
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Indicative development programmes for groups of countries provide the

following:

(a) Guidelines for UNIDO for country programming of a given industrial system;

(b) Guidelines for developing countries for their own sector planning and for
requesting more integrated and well coordinated technical assistance;

(¢) Guidelines for UNIDO for an sassessment of "he requests for technical
assistance placed by developing countries;

(d) Guidelines for UNIDO for the design of "modular technical assistance
programmes” (integrated packages of projects for a group of countries);

(e) The basis for developing a full UNIDO position paper on a given
industrial system for a grour of countries;

(f) A tool for UNIDO to identify which other countries would be zuitable for
carrying out projects/programmes similar to those already implemented in
countries belonging to the same development pattern;

(g) A guide to promote economic and technical co-operation among developing
countries (ECDC/TCDC) activities in a given industrial system;

(h) A tool to promote the interest of donors and developing countries in the
design of country-specific progiammes.

Country Sectoral Programmes

The analysis and programming of an industrial sector in one country
represents the third type of application of the system approach to sectoral
programming. The work can be undertaken at two different levels of detail and
effort depending on governments' requests. The first level would produce an
integrated sectoral programme, and the second level would result in a
quantitative and integrated programme for the development of the sector. The
latter represents a full application of the method and would require 4 - 6
months of work, while the former would require a maximum period of work of

about 2.5 months.

(1) Integrated Sectoral Programme

In this case, the programme approach would be applied within a
preparatory acsistance project* that would have a maximwmm of duration of 2.5
months. The main output of the project would be package of related technical

assistance projects that can include direct support, institution-building,

*APP has prepared a sample project document for this purpose, as wcll as
detailed terms of reference for the field work to be carried out,
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training, pre-feasibility and feasibility studies etc., as well as
opportunities fcr investment projects and recommendations concerning necessary
policies, or areas in which policies need to be elaborated. The difference to
most preparatory assistance projects will be that instead of resulting in just
one project, the output will be an integrated development programme aimed at
simultaneously ov:rcoming ali the major bottlenecks and constraints hindering

the development of an indurtrial system.

The preparatory assistance project following the programme approach will

provide the basis for well-prepared project documents that answer all the most .

important questions about the system. It should also provide baseline data
for the future evaluation of the impact of technical assistance on the
development of the system. The work would involve both desk study and one
visit to the country and could also involve the use of the MEPS model at an
intermediate level of disaggregation to carry out some computer simulation of

programme options.

(ii) Quantitative and Integrated Sectoral Programme

The main output is a quantitative programme for the integrated
development of an industrial system, similar to the type described above, but
with a greater level of precision, and containing not only all the required

technical assistance projects but also the investments that would be needed

(including estimates of their cost), and specific recommendations for .
apprepriate policies. This is possible because of the level of disaggregation
of the industrial system carried out, which permits the full use of the MEPS

quantitative model on a micro-computer.*

*This is an engineering and accounting model, comprising a large numbter of
equations in which parameters related to production, inputs, investments,
labour force, imports, etc, are estimated for each component and for the
system as a whole, based on data collected in the country, taken from expert
opinions and extracted from statistical sources and input into the model.
This model is different from econometric projection models based on the
analysis of historical time series as well as from opitimization models which
imply the aggregation of results in a single objective function. It is not a
predictive model but an instrument to facilitate the comparison of hypotheses
and alternate policies by successive apprcximations.
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The full application of the MEPS method permits a large number of
quantitative simulations of changes introduced in any one or mcre components
of the system (for example, technical changes, price changes, changes in
supply and denand, expanded and diversified production, different policy
decisions etc.) and shews the effects of these changes on the various
components and on the system as a whole, thus making it possible to select the
most appropriate activities for a development pregramme. Furthermore, the
MEPS application means that the potential impact of all technical assistance
and investment projects under consideration by the Government (both those
emanating from the programming exercise and thoss already in the pipeline) can
be measured and the risks and constraints thkat would endanger their success

can be identified and proposals made for overcoming them.

A final feature of a project to prepare a quantitative and integrated
sectoral programme will be the transfer of the MEPS method to the country,
including the provision of the computer software and tne training of local
counterparts in its use. This will provide a tool for monitoring the progress
of the implementation of the programme (which will generally cover a five- to
ten-year period) and for conducting negotiaticns, both among the domestic

actors and with potential foreign donors or commercial business partners.

Advantages of the MEPS Methodology

The advantages of this methodology over conventional methods for
technical and economic assessment and programming the development of

industr.al sectors are the following:
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(a) Development programmes are gererally formulated with a macro-economic
approach vith reference to national economic policies but with a
micro-economic approach when specific projects are formulated and evaluated.
The links between the macro and the micro acpects are often not sufficiently
taken into consideration. This methodology combines the micro and macro
analysis and makes it possible to evaluate a given development programme at

both levels and to determine the necessary policy measures.

(b) The use of this methodology permits the immediate quantitative
comparison between different technical or economic options, thereby

facilitating decision making.

(c) The methodology links directly the production components of an
industrial system with the demand and makes it possible to evaluate the

effects of the interaction between production and demand.

(d) The methodology incorporates the sectoral interdependence of a given
system, thus facilitating the analysis of integrated development. It allows
quantitative evaluation of different options for both vertical and horizontal

integration.

A Full Application of the MEPS Methodology

An example of the results of a full application of the programme approach
using the MEPS methodology to an industrial system by UNIDO is a study of the
fisheries industrial system (FIS) in a West African country carried out by
UNIDO in cooperation with the World Bank and FAO. Since it was a full
application of the method, it included all the stages described in Figure 3,
including the definition of objectives, the assessment of the present status
of the system, the identification of the main constraints hindering its
development, the design of development strategies and programming. In 1987,
when this work was started, the Government was already considering a group of
investment and technical assistance projects with a tota) estimated cost of
nearby US$100 million. Therefore, an important part of the analysis included
the quantitative assessment of the potential impact of these projects on the
system in relation to the government objectives for the development of the

system.
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Figure 3. Application of MEPS to an industrial system
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Some of the results obtained during the assesstent stages of the FIS
study are shown in the base diagram (Figure 4). This diagram provides an
overview of the system in 1987. It shows a very high level of exploitation by
the foreign fleet that leads to overexploitation of the resource, a very minor
contribution of the domestic industrial fleet, an active artisanal fleet in
marine waters and a small fresh water fleet. The almost complete lack of
infrastructure for landing catches and the unavailability of storage
facilities and distribution channels from landing to processing sites is also
pictured. Their absence not only hinders full capacity utilization but also
produces handling losses. Fish processing is primarily done by smoking and
accounts for 80-85 per cent of fresh fish caught. This is done in cottage
industries, no industrial plants are operational for either curing by smoking
or freezing. The distribution and marketing sector is underdeveloped, also

lacking the infrastructure for storage, transport and communication.

With regard to consumption, the per capita level is low with respect to
-eighbouring countries (approximately one-third of that of one immediate
neighbour) and is concentrated mainly in the capital due to the location of
landings and poor distribution network. All capital goods for the system have
to te imported, with the exception of canoes and smoking ovens. The main

characteristics and constraints of the system are briefly presented in Table 4.

The simulation of the potential impact of the approximately
US$80 million worth of projects* that were approved in 1987 by the government
showed that considerable improvements in the FIS would be achieved and that
they would succeed to some extent in achieving the goals set by the
government. However, not all the government objectives could be achieved by
the planned projects, particularly increasing the availability of fish to 15kg
per capita in 1995 and overcoming the imbalance between regional population

distribution and fish availability.

;These projects address constraints related to resource management, the
national industrial and artisanal fleets, landing facilities and training.
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Table 4.

Characteristics and Constraints of the Fisheries

Industry System of One West African Country

Characteristics

Constraints

Only a small portion (19X) of the fish Absence of an industrial fleet.

caught in the country's exclusive
economic Zone (EEZ) stays in the
country. Most is caught by

foreign fleets and sold abroad.

The artisanal fleet reaches 36X of
the catch potential in the artisanal

zone (within 5 miles of the shore).

The fresh water fishing reachaes

about 20% of its poetential.

The only processing done is smoking

in cottage industries.

All fishing equipment and spare

parts must be imported.

The Government is not receiving the
full economic return for licences

issued to the foreign fleet.

Trigger fish (a species that, when
processed, is eaten in neighbouring

countrirs) is underexploited.

Consumption is concentrated mainly

in the capital and the coastal region.

Iasufficient capacity of the semi-
industrial fleet.
No surpert facilities such as cold

stores and ice plants.

An almost total absence of support
services for the artisanal fleet,
such as landing sites, equipment,

repair centres.

Insufficient boats, lack of equipment,
repair services, spare part supply,

etc.

No industrial processing facilities

exist in the country.

No manufacturing capabilities exist

locally for this type of equipment.
No mechanism of enforcement of

payment of licence fees exists.

There is at present no market for this

type of fish in the country.

Lack of adequate infrastructure for

transport and communications.
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In order to reach the goal of 15 kg per capita of fish available by 1995
and to attain a higher level of seafood self sufficiency, local fish
extraction should increase by approximately 30,000 tons per year by 1995.
Quantitative simulations of two possible strategies for the attainment of this
goal (either doubling the landings by the national industrial fleet or
expansion of the artisanal fleet) were carried out. The simulation permitted
a precise comparison of the results of each one, showing their advantages and
drawbacks. The first alternative would lead to further overexploitation of
some resources and require substantial amounts of foreign exchange for
imported inputs; for the second alternative, this would be much lower.
Further advantages of the second alternative would include increased
employment in the system and expanding the availability of fish outside the

capital.

Even after the implementation of one of the two strategies proposed to
increase domestic availability of fish and achieve seafood self-sufficiency,
some problem areas would still remain. Therefore, a successful development of
the FIS will require additional support measures in the form of technical

assistance projects and appropriate government policies.

A package of eight technical assistance projects, with a total value of
US$1.1 million, was prepared on the basis of computer simulations made using

the model. This package constitutes an integrated technical assistance
programme that would provide the necessary support to ensure the success of
the approximately US$80 million development programme of investment and
technical assistance already planned and the achievement of all the
government's objectives relating to the FIS following one of the proposed
strategies. The complete programme includes specific policy recommendations
affecting each component of the system that would be necessary for the
programme to succeed. These policies include the establishment of a fisheries
management system, establishment of fixed licence fees, the opening of credit
lines for private enterprises and co-operatives, the conclusion of
co-cperative management or joint venture agreements and the possible
establishment of temporary subsidies to promote the utilization of under-used

resources.
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Annex I

THE USEFULNESS OF BASE DIAGRAMS IN PROJECT DESIGN.

The usefulness of base diagrams in project design is illustrated in this
Annex by specific cases in which the system approach has been applied to UNIDO
projects during the design stage. The base diagrams that were prepared appear

on the following pages.
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Case 1. Integrated Industrial System for the Production of Biologicals

The original project proposal provided a list of components to be
analysed in different countries. Although the analysis of the system was
implicit, the linkages and interdependence among the components of the system

were not explicitly stated.

A base diagram was prepared in cooperation with the backstopping cfficer,
that made the terms of reference for the experts clearer and more precise,
thus ensuring standardized outputs for ¢ ~» country being studied, which could

be incorporated into a regioral programme for the production of biologicals.
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case 2. Pilot milk-processing plant

The proposed project foresaw the jnstallation of a pilot milk-processing
plant to carry out experimental processing, project development and training
of national personnel. As the project was originally presented, it was
difficult to understand the links between the pilot plant and the rest of the

sector. A base diagram was prepared by the backstopping officer that made

these linkages clear.
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(]

ase 3. The construction and building materials system

The government requested a programme for the development of the building
materials sector and provided some information on levels of capacity
utilization in the sector and on existing production equipment. The projects
proposed were to provide assistance to the quarries and a pilot plant for the
use of pumice and volcanic stone.

After preparing a base diagram at UNIDO on the basis of the information
provided by the government, it appeared that a more integrated technical
assistance programme would probably be preferable to those projects originally
proposed. Therefore, a preparatory assistance mission was proposed to analyse

the system and provide the basis for designing an integrated development

programme that would inciude the rchabilitation of some existing plants.
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Oils and Fats System

a)

b)

The first base diagram is taken from a full application of MEPS;
however, it could have been produced with data collected during a
preparatory assistance mission. It is useful for the analysis of
the system because it shows the degree of vertical and horizontal
integration as well as the level of enterprise concentration. It
also facilitates finding thz most appropriate location for technical

assistance projects in the institutional framework.

The second base diagram shown for this system indicates the economic
profitability and capacity utilization for each component . It
ijllustrates that in certain components, probably due to the high
level of enterprise concentration in the industry, the profitability

is very high despite very low capacity utilization.
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Case 5. Animal Feed Industrial System

The aninal feed system of a province is to be studied within the context

of an agroindustrial development plan.

It has been proposed tc make detailed techno-economic reviews of the
animal feed industry, the fish processing industry, the maize processing
industry, the vegetable o0il industry and the cassava processing industry in
order to produce a comprehensive report with specific recommendations for
development actions supported by sufficient economic data. The report would
provide the basis for the formulation of large-scale UNIDO technical

assistance projects.

The analysis of the information provided as background for the project
allowed us to draw the attached base diagram. This diagram pictures the

system to be analyzed and provides some preliminary data. With appropriate

terms of reference and a joint briefing at UNIDO, the six consultants to be
hired could make a first assessment of the system in a coordinated and
systematic manner and prepare an indicative programme for the integrated

development of the system,

The indicative programme would provide, in addition to the techno
economic analysis, a package of technical assistance and investment project
concepts together with pslicy advice, thus facilitating decisions relating to

further activities by UNRIDO, the government, and potential donors.
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to Project Identification and Formulation

1. Introduction

UNIDO has developed a comprehensive method to analyze and assess
industrial development problems at specific sectoral or subsectoral levels
through the application of a systems approach.

Using this method, it is possible to design integrated technical
assistance programmes that include investment promotion activities and policy
recommendatjons to the governments concerned. The advantages of such an
approach would be:

(a) increased impact of UNIDO's activities on the industrialization of
developing countries,

(b) enhanced mobilization of financial resources from donor countries,
UNDP in the next programming cycle, and from other sources.

(c) Integrated sectoral programmes would respond more fully to the needs
of many developing countries and could also take account of the
geographical a2nd sectoral priorities that donor countries might have.

(d) The preparation of integrated sectoral programmes would increase
UNIDO's capacity for development, approval and execution of projects.

Following discussions of an initial proposal for z programme approach at
a meeting of the Executive Management Committee (EMC) in December 1987, the
Director-General decided that UNIDO should progressively adopt a programme
approach to project identification and formulation, in addition to continuing
to respornd to individual technical assistance requests from .developing
countries.l/

Special meetings with donor countries were organized through the PkC
Secretariat early in 1988 in order to brief them on the sectoral programming
approach; UNDP has been informed of this approach, which UNIDO would use in
relation to the forthcoming programming cycle; a programme approach has been
reflected in the Medium-Term Plan 1990-95. In addition, an in-house working
group has been applying this approach to the fisheries industrial system in
Guinea and a group of other West African countries. This work will be
completed shortly; it comprises programmes of technical assistance and
industrial investment projects designed to deveiop the fisheries industrial
system in those countries.2

1/ It is important to note that the proposed approach would not exclude
UHIDO's response to individual requests from developing countrie:s.
Bather, it would be of a complementary nature,

2/ See the Report ot the Core Group on a propramme approach to project
identitication and tormulation,




The Director-General also decided that UNIDO staff should be familiarized
with the systems approach to programme and project design, £ that it can be
increasingly employed in a concerted and coordinated effort by staff from
different technical units. To make this possible, an extensive training
efforg/involving PPD, 10 and IPCT staff should be undertaken in 1988 and
1989.=2

Following the advice of the Deputy Director-General, DPPD, a series of
workshops on the subject of sectoral programme approach for PPD, I0 and IPCT
staff was organized by PRA/APP.

. 2. Objectives of the workshops
— To familiarize UNIDO staff with the use of a systems approach for the
design of integrated sectoral programmes.

- To introduce interdivisional grcups to the various applications of the
approach through specific cases.

- To ascertain the specific needs of UNIDO staff where the systems
approach could be useful and to elaborate recommendations on how the

approach could be applied in UNIDO's work.

3. Organization of the workshops

Number of Workshops

The first series of four workshops were carried out in September and
‘ October. The following industrial systems were considered:

a) Leather and leather products
b) Agrofood industries and related subsectors

¢) Building materials/construction
d) Pharmaceuticals and biologicals

The Work Plan followed is included in Annex I.

|
3/ Memoranda of the Director Goreral ta DOt DePD, dated January 24 and

March 1, 1928,




4, Participation

Each workshiop fotussed on on= industrial system. Statt were therefore
selected on the basis of their functions (Area programme ofticers) and
industrial area of expertise (technical officers).

The first session of the workshops aimed at allowing the participants to
express the practical daily problems confronted by them in project
identification and formulation. The presentation of the systems approach was
then made to a great extent in response to the problems raised by the
participants. In this first session, staff from AREA were the most vocal to
suggest ways to strengthen UNIDO capacity to propose technical assistance
programmes or to provide a better response to individual requests.

The second session concentrated on the industrial system selected, so
that DIO staff, in particular, worked with APP to identify and describe the
industrial system's components and to elahsrate the corresponding base
diagrams. For AREA officers, it became apparent that with information
organized in this way they would have a basic knowledge of the industrial
system which would facilitate their identification of areas of technical
assistance and provide a basis for any kind of programming mission.

The third session was dedicated to examining some actual requests from
developing countries recently received by AREA in order to assess whether a
programme approach could be applied. The following list gives examples of
some potential applications of the programme approach identified by the
participants:

- Wood and wocd products industry in Bolivia

- Industrial rehabilitation in Afghanistan

- Industrial r=habilitation in Iraq

- Pregramming priority sectors (electronics) in Indonesia in

- preparation for the Fourth Country Programme (199:-19906).

- Reconstruction of the building materials sector in Sudan

- Industrial typology of the building materials system in Asian
countries (making use of and expanding the existing network of 13
countries)

- A global typology of women's participation in industry

- Programming the subregional development of the cement industrv in
PTA countries

- Preparing UNIDO consultations on industrial subsectors

- the animal feed industrial system in cne state of Iundia

- Propgramming of IDDA/UNPAAERD activities for 1990-91

- Pharmaceutical industry in the Philippines.

The ways and means, including orpanizational changes, required to
implement the programme approach were then discussed extensively,




5. Conclusions

It was concluded that the programme approach should be applied by Area
Programmes Division in two major ways:

(a) In preparing for country programming missions. Sectoral
analysis and country typologies, and the ensuing indicative sectoral
programme for groups of countries could provide a sound basis for
this work.

(b) In responding to individual country requests to develop or
rehabilitate a given sector of industry, such as those mentioned
above by the participants.

Additional points made by AREA officers were:

(a) The programme approach was a powerful tool for more effective
co-ordination between UNIDO, UNDP and other agencies, as well as the host
government regarding the industrial component of its overall techniecal
co-operation programme. It would increase UNIDO's capacity to negotiate and
influence the country programme at the time of its formulation.

(b) The programme approach will make it possible to provide potential
donors with complete packages of technical assistance and investment
possibilities.

(¢) UNIDO needs better organized and more relevant informatiuu on
industrial sub-sectors in developing countries. Country studies prepared at
UNIDO do not always provide information directly applicable to programming
work.

(d) AREA and DIO officers need support services to provide them with
required information on countries and sectors in a systematic way; even for
the information that is available in the house there is not any systematic
access and finding it often depends on personal relations. They would need
support in the preparation of integrated sectoral programmes using the
programme approach,

(e) Technical assistance projects often take an exclusively technical
approach that fails to consider economic aspects, particularly consumption and
demand.




(f) UNIDO officers in the field should provide adequate information to
headquarters to enable AREA officers to develop technical assistance projects
more effectively. For example, UNIDO often has difficulty in identifying the
most appropriate counterpart institution within the country.

(g) Due to limited resources and working methods, UNIDO has difficulty
in operating on a competitive basis vis-a-vis other organizations, both
multilateral and bilateral; it also has nc organized information on other
multi- and bilateral assistance provided to industry in each developing
country.

DIO officers made the following points:

(a) The programme approach at different levels is a useful tool for
analysing and programming individual industrial systems. However, if applied
to cnly one industrial system it does not by itself enable governments to
determine whether scarce resources should be allocated to that system.
Therefore, another tool would need to be applied to the identification of
priority sectors in developing countries.

(b) The co-operation within the groups of staff which met in each
workshop demonstrated that there is a strong will to work in an
interdivisional team. This will is often hindered by the established
organizational structures, particularly because at present no mechanism exists
for splitting PADs between backstopping sections. This will remain an
obstacle to co-operation between sections in applying the programme approach
as long as DIO officers and sections are judged primarily by implementation
figures.

(c) UNIDO needs coherent, well-defined policies on specific industrial
sectors as well as on cross-sectoral issues such as the environment, women in
industry, etc.

(d) The results of the application of the programme approach to one or
more industrial systems can be directly incorporated into an industrial master
plan being developed for an individuval country (this is already being done in
Guinea for the fisheries industry).

(e) UNIDO has at present insufficient expertise to provide advice on
financing and other financial aspects of enterprises that are being assisted.
This problem should be looked into further and a solution should be sought.




6. Suggestions for rhe effective application_of the Programme Approach

A. The programme approach for improved preparation of programming missions

The following stages of the programme apprcach should be applied in a
systematic way to priority subsectors: preparation of country typologies
according to the characteristics of each subsector; formulation of indicative
sectoral programmes for each group of countries; preparing a UNIDO position
paper on sSubsectors' current characteristics and technical co-ouperation
required. The results of each of these stages would contribute directly to
the preparation of country programming missions by AREA and technical officers.

B. The programme approach for project formulation in response to specific
Government requests to develop or rehabjlitate a particular sector of industry

Even if indicative sectoral programmes are not available as a basis for
preparing a response to Government request, some of the necessary (though
probably not sufficient) information is available at UNIDO to carry out desk
work to identify the sector's main characteristics and develop a preliminary
base diagram reflecting its components and functioning.

A Preparatory Assistance proj~ct can then be undertaken, including a
field nission, to verify the initi 1 desk work and to finalize an integrated
secto~al programme and corresponding project document for implementation
thereafter. The sample project document for Preparatory Assistance and terms
of reference for field work should be used (see attached).

C. nternal working arrangements

The preparation of integrated sectoral programmes requires the
involvement of both AREA and technical officers who should Work in
interdivisional teams. It was suggested that AREA should make more use of its
mandate (Director-General's Bulletin No. 40Q) to establish such teams to
develop these programmes in preparation for the country programming exercise.
Such an initiative from AREA should be promoted by providing it with
systematic methodological support. In relation to the suggestion above,
it would be necessary t¢ identity the organizational unit in UNIDO which can
provige that support to AREA Propgrammes.

In repard to sugpgestion B, APP ~an continue to provide case-by--case
advice on the design and formulation of inteyprated sectoral programmes when
requested hy a partienlay country, bhu! preferably from the early ctages of c.
project formuiation, APP may require junior professioral staff to assi«st in

dsva analysis, preparation of bhace diaprams ete, in this connection,

The problems relatet ta Pab a1 lacation due to the “tipghi for PADS™ need

to be recolved, Ptowan o ingled oot o0 the noain o obotacie to the caccesnful

Wwork oot the inter divicinna, ten




b Institutionalization <f the programme approach

Finally, it would be mcs3t important to pursue discussions with UNDP,
Special Purpose Donors to IDF, and cther sources of finance in corder to fully
familiarize them with the UNIDO programme approach to the design and
formulation of integrated sectoral programmes.






