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:ls :...1..:!·t ... -..1 zr:: ii·\._·k 1.."°'!? rt1.~iL1II .. 1l :Jt.,11'-'\" l$Strc"s. rhe i~c.".r:.i1...--:n ... --:l .:?nd t\-..uzHr,
.ir:rdi<'S JL!!Z<'/i 1.'! L.\100 ... -~ilTl<'S ''UC :x'li ... ·1·-,•rit'llCt•d scudi.'.s ~!11d :Jr,,t·i,J.'s 
J.dl·r_,.·,,rT sc1Ti•·•'S ill ke1· i . ..::su.-s ,,r uiciustrr.11 ::>1.'li .. ·1· that .7.t~c>ct .~r,>u::;s ,,t 
dt>t·.-1,,:iin_;: <'l'llll(l"lt'S. l"his llll

0 lt1dt'S isstrt'.S l'! t'Ct'!l ... 'L1lt' l!lrt'.~l-."!tlOll. iSSUt'S 

111 cl!.· rc>L:t i,•11shi.:J bc.'<I<<'•'!! t.•ciull'l''.CL<'.11 ... ·/Jan.ct• and i11dustri.2l ... 1rg3ni:::::!t icil! 

.llld :>t'l ic1·. and issues ill i11t.•n1ac i ... ,11.:il <"('-c':.Jt:'r.ir i ... •11 f(ir imiust ri:ll 
J,•;.-.1,,::JlJ<:'llt. Ont> 3r<:'J ''! .1112I1·sis ha~ bt>i:>11 the> i11dustri.1l i::.,t ic•IZ pt'li,·i..•.c; .:!II..! 

,,:;t 1,1 11.s ._-.t c ht> 1 <'asc d.•;.·.-1,,.n.•J c0uI1t r it's ( LD•:s). 
d:•l·ei.,i=ii11.r: ,·,1 1mr ries i.·h,-.s<:' <'C•::>11ooic a11d induscri3J 

initial stag.'s .~nd lo/K'Se pn1 specrs tc•r tucure 
:in,tc•uud s,,,·io-ecc•11t,oic ditticult1es . 

Tik'Sl' CQllst ic ure a ~rcu:J Qt 

de\·eleopoent is stili i11 its 
:Jr''.C:rt>ss an.' haooer .. ,d b\· 

..\s _::J:?rt or i rs pr<"D.lrar LOils t<,r t lit:> ;:;.,.c0I1d Cni t t:>d Sat ions Cc"'l21 t'renct> 011 
tilt> Lt>.:J.sc Den>lo:;ed Cou11rries. hdd in f'aris in St:>pt<>ober l'J.'U. L'.'\lDO !?.ls 
iJc:>11r it ied 3 uumber of lSSt1es in co1mex1on 1rith the desi.r;n of su .. ·cessl.111 
i11dusrriali::.:J.Cio11 srrategii:>s tor LDCs. 1"he preSt:-IIC oaper is 3 prt>liai11-"?n· 
~m.al\·sis ._1t rht:>se issues. It disct:sses the 11.acure .:u1d rh<> rc:lt> ot industn· 
in LIXs . .i.t also rt.•\·iel•s the:' oain obst.'iclc.'S to its dc.>\·el,,poer~t. especial!\· 
r::0m the p..,inr ot \"iei.· 0t the i11di1·idu.:J.l industrialist .and the need tor 
intrasrructure and Sc:'r\·ices that allow the oanut.acturing sector t,, ,i:;r01,, .~nd 
to c011cribure to 1.-ider soci0-eco11omic de\·t:>lc>pmez.~. The oaper 1•as o~·epa•·ed b\· 
the Regional .:rnd Count n· Stud i t:>s Brauch. 
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I. PROGRESS AND PROBLEMS IN ntE INDUSTRIALIZATION OF LDCs 

I. I Introduction 

This paper is intended to examine the present status and de"·elopment potential 
of industry in the Least Developed Countries. It looks at industry (and 
industrialization) as a system which is a component of a socio-economic 
process and it considers the ways in which manufacturing in LDCs at present 
exhibits shortages, constraints and bottlenecks. In "·~ew of the increasing 
internationalization of manufacturing it clso considers the degree to which 
industry in the LDCs is part of world industry and the ways in which such 
linkages can be strengthened for improved economic progress in LDCs. Analysis 
of the prese~t status and problems of industry in this section of the paper 
is followed in section 2 by a discussion of issues for action at the national 
and international le"·el. 

l.2 I..eveis of manufacturing in LDCs 

The indicator of manufacturing value aJded (MVA) t'er capita gives a first 
approximatio~ to the degree of industrialization attained by a country. There 
is of course a basic assumption that an LDC has an MVA share o~ GDP less than 
10 per cent. reflecting an under-developed manufacturing sectcr. However there 
is nevertheless considerable variation in an indicator such a:. MVA per capita. 
For LDGs the average value of this indicator was $US 23 in 1987. This 
contrasts with a value of $US 119 for all developing countries and $US 3106 
for developed countries. Although this average figure for ~.A per capita of 
LDCs is already a low one, no fewer than 27 LDGs have a value below it. Eight 
other countries have a value between $US 24 and $US 30, and a final group of 
seven .=oun.tries has values ranging frcll? $US 40 (Vanuatu) to $US 85 (Djibouti). 

A second approach to assessing the degree of progress achieved is to look at 
the extent to which diversification has taken place withit1 the manufacturing 
sector. Typically those sectors close to the final consumer such as food 
processing and clothing and textiles are the ones which are responsible for 
most of MVA. A dispersion of HVA across a wider range of activities indicates, 
to some extent at least. the extent to which a complex and flexible 
manufacturing sector has developed. By this criterion. progress in LDGs of 
this kind has not been great. Analysis of the degree to which diversification 
has taken placP. within the manufacturing sector is complicated by the tact 
that comparable sectoral detail on manufacturing acivities is not available 
for some of the LDGs. For those for which sub-s~ctoral detail is available (a 
total of 26 coLntries) the picture is one of industrial structures dominated 
by the food processing and textiles sub-· sectors. In 11 of the 26 countries. 
the two branches constitute 50 per cent or more of MVA. In the remaining 15 
countries, food processing by itself accounts for more t!'lan 50 per cent of 
MVA. 

Only in a few cases are other sub-sectcrs of manufacturing significantly 
large. Chemicals is more than 10 pE:r cent of MVA in rine cases (1987 dat1:1): 
Democratic. Yem~n. Tanzania, Niger. Malawi, Mozambique, Ethiopia and SomaliR. 
Machinet·y and equipment is mrJre than 10 per cent of MVA in only five LDCs: 
Tanzania, Haiti, Cape Verdf', Guinea Bissau. and Mali. 

ft should hf' noted that manufacturing product ion in LDCs ls usually the 
product of a sm;ill number of f'ntet·prises, and the dosu;·p of h factor·; or thf' 
opf'n~ng of a nPw one can affect thP statistical picture drama! ical'y. The case 
of thf· ~f'ntral African RE.'public illustrates ttiis j)Oint and also shows thf' 



ntln.:-rahilit\· of industrial pror~i-css in <ill I.DC. In l'l/l,1l the t<'::tilt .ittd 

clothing industr,·'s share of tot.al mo:inufacturins output droppHi lr<)ft o\-.c-r ort< 
third to less thc>n ll pei- ctnr 0:1fter financi:tl difticultie:s had forc.:-d ·•11~ 

factor,· t•") close \"alut? add£·d from tht? textil.-- .:rnd clothing i1viustn· se£ms t'J 

ha\·E complete!,· disappearc-d. as do latt-1- achit:·\-t'IDt'nts in machiner,· .md 
chemi··al proct-ssing.The conclusion that ma,· be drai..,1 is that: 

" .... structural fragi 1 it ies rather than rigidi t it-s seem to ha,·.:- bt:·• 11 

the greatest of the problem.:; encounru-ed by thE- count n- in its 
relati\"elv short histon- of industrialization".' 

For the LD1_~s fer ..:hich dt:·tailcd :!lanutacturing d-'it.'.?. e:-:ists. it i.~ :,l<;o po<;si.bl<" 
to construct an index to indicatt the degree to ...-hi ch the· act i ,.it,. in 
manufacturing is distributed across more than one sEctor.: In gt'ne1-al. ther.
are no clear groupings to be found from such an analysis. From the point of 
view of the indicator used. the most di\-ersified countries were (in l9L7) 
Democratic Yemen. Tanzania. Bangladesh. and l'ganda. These had structures 
almost as di\-erse c.s more ad\·anced African countries such .:is Algerirl.. Eg\·pt. 
Kenya. and Zimbabwe. There is then a steadv progression of countries leading 
to the most concentrated industrial struo:.:tures. usuallv dominated b\· the food 
industry. such as in B'Jts\iana. Sudan and Burundi. (Chad is an exception iu its 
concentration on textiles.) 

A discussion concentrated on statistical data in value added terms can on its 
own gi\"e only an imperfect picture of industry in LDCs. It do£·S howt:v<c'r 
indicate. in terms of general attainments and sub-sectoral focus. the 
aggregate condition of industry in LDCs. This is important because ars 
discussion of prospects for industrialization in LDCs has to recognise thf'. 
base point from which the progress is intended to take place. A small and 
undiversified manufacturing sector offers limited prospects for expanding 
linkages and generates few services of the kind needed bv a newcomer. The 
figures indicate the rudimentary stage that industry has so far reached in 
LDCs. and, to the extent that new industries will need industrial inputs. they 
will be often dependent. at least initially. on external sources. and thus on 
access to foreign exchange resource~. 

It also follows that discussion of industrial izaticn in LDCs has to havE- a 
particular emphasis on the establishnent of ne"' industries. simplv because so 
few exist at present. This is not to deny the importance of rehabili~ating 

existing industries when it is at all possible. in order that the capital ;rnd 
expertise so painfully acquired be not lost for ~ood. Nor is it to implv that 
new industries must be large scale investment pr·ojects of the kind that ha\"E:· 
in the past been the usual focus of discussion at the internation;il lE·Ve). Tht: 
kinds of nE-w industrit-s that are to bt- establi~.hed will b~, largelv dt·cided. 
in th£· end. b:: entrepreneurs in the countries thcmseives (;ind 1n some cas<:s 
by international investors also). Discussion of industrial strategies for 
LDCs, whether at the national or international lE>vc·l. ha!; to gin: due 
at tent ion to this fact. and to the neN~ to provide the right kinds of 

..,;"t:q Jr..!f!"A t!S r,,-;n~t.r 1 1',f'.oj h·1 L11ku·.~ fh~ ~w· d~I(~~. I:-il: ~~11tr~i:. :1( ;r,,\r,·•fll· "·'•rU'.~ ·; . .,iq-. .tr~J,:t-J ·ltd 'LPfi 

'-he !tt.tr .. 1 ... r-J <"lRVlttf.1.-;;r; •Jf thttm ;111~ WfJ1d,I l(l'/tt .. ·.·a~qP "j! Z"I·'• !~.r •?,•! Jl~P :,,h~;p ;r .. ri·•f ..... •:;,::I',.., •••. ,.~, .• 
'.A.its r:t.v ":·, 'Ff.t.tl l'/ .-1,~-.· r1h11t"r:t ~vr<)3~ 11 l !h~ nln't hr.u1c h,q,:"'. Thill!' hi~her •h11t .v.r.·1·1~ 'l .. l•1f!'. ~~~- r.v1r"' 1-t 1. •t·1 

a •k""'" I 



bUi•.L.111,·'-. in1..:tnti-..-.·:i .. ts::;!st..ti:tc .... 1aJ _ji.lf-~pl:1 
in\·t_·::;tmt nt 

l.J The industrial system 

Th.- toJ l,J"..-inr: is..; bcict d• scrip i<•L .:f !';._ 

in .iss-.·ssin,::; the pr.;bL.-m:; :1nd pt-.i::q ... ,~·t~; ,,t 
.. :~·r!..·c·.h:h r ,_. ~E ti:;" .J ! :~ 

industt·i.1li_: .. it!1,~1 in 

St:Ctor). n.h.:r inptt!S i11~lttcl, c,·,pit.d ,!:OctiS. ::!d 1.dJ·''-'l . ."d~;-;~in~u!.-:!1i·1 0 : 
b.:·ti.·~·L'l1 ~;kitl,--d .1nd unskill,dl. s~1b-di•:isi"!1 oL tl1t-:.;, ,·,i!t:.~:-;ri,:; it:~:.'.!:·_;, 
_f. impnnfd ~illd 

ma r .- t"i .1 l i n put s 

!JL' .1d i !lf: s . t hJ s (' 
sector its~lf. 

ci".JH!•_:;;ti 1.: 1_;fi~in i~. •tl!i(_\ lh~CL5S..__1r\·. 

trom th.- d0m,:;ti.- m.;i·ht m;j\ lJt:-

1 . ) .1 Inputs from agriculture and mining 

I.:;~-;1_1f~ ir: rh" .:,'-~i-·r-!· .. r 
..._·(_•tl:_.i idt ?-l d 1tr!Jt 1· ~ h~-l." 

ln LDCs th<· .i5ricult11::-~ S<·ctor is rJf l(:!l l..;q;.:·l\' o( .:i ;;:1b~ist't'[i<'.(· 11.il'lt't· .• i!:d 
tht: p<J~_:!:>ibil it i.::·s hH- pt·u.._· .. ssin.~ <'f ..if:l'icultur.Jl j)l"odtL·ts in th< m;,nt·f.~c·!11rl::.'
St:'cto1· m;;\· b.: limit•d b\· th.- .1\·..iiL1bilitv .. it .i .-;1;:·pl11s. !L· .. ,·:;c rh, 
m.-..1mLJctu1·inb stctor h;:is .:.;11 i.mpGi-t.snt rlilt 10 pLi•.· ir~ ~~·.::,i·::.nr,-, !:1

0
-: t,,_;.J 

suppli(S ..ind in food s.:·ctll'it.\· p1·or.rammcs. in th;_.t it .·.u1 i;;:pr"'-' :!11. 
cunst.n-.Hion and Jist1·ibution possibilit i1.:s ot f,)·.id t·\·..:1 \-:it!!i<• ,, r:ir.il ,,,-, :;_ 
Much ..icti\·itv <Jf thi;-; kind (pri.t1dp.1lh· in the fonn ol st1.·h ,;,·ri·.-iti,,, ..;s 
milling. dn·ing. t:tc. \ma\· ;,Ii· ... v:h· bL can·i.;-J out ••ithin th, ir!!r,n:i.;l s.:·ct·~1-. 
lndt!--:;ti·i;i! proct.·ssinh o{ abricult1u-.;l i·a\.: m.Ht·1·i .. il;-; is 11•_,,. onl" .i .:.";',it 
inct·t.-~ising -,·aluE- addf·d. !11 somt· c.:>sc~; it c.;n inclnd< th< ind:.st r·i .... l pt·,"·•s:;i11,1; 
of materials \.'hi ch an.: othc,n.:i st t·· 1,.1nlcd .is 'l:as~ ... Thus in B.ir; 1~l.;d, o;h t ht. 
•·St.:tblsishrnu1t of a Sh<:t:p '..-ool O.;-\·t·l0pm.:·nt Ccnt.:r m0ti\·at.d <''-''!It.rs I•' sh,·:.r 
the shc.:-p :-Hid use the- wool f<H· p1·mlt1cti\·,. pui·pos.s. T!•is thtt1 ~11,:.1:•t.il".•d 
otht·rs to s.::t up small indust1·iE:·s. such .1s th<· pn>duction ,,f h:;nd-kn~tttd 
1o:oollcn c.1rpcts. 1 

Cn.:: m(:;1su1·.::· of the suitttbilit·.- of thE: t·:dstir1& .:i~l'lc!llru1·. s,·cr,J1· t<'r rhc 

supply <)f inputs to m;1n11f.1:.:lut·inr, is th£: dq;;n·.::· u. diich .1n •::·:porL1bl, snq.!i::; 
c-:ists. Thc1·t· m;;~· tht·ll be, prosp(cts c,f inc1·•."..tsin~: \·;il11c ;;·ldcd th1·,•11f:l1 
industri.::il procf·ssing of .1g,1·icllltur.il l'.n: m;l!,0 1·i.ils. From th~s p(Jint of \·i,_v:. 
thE" most prorni~ill[, collnt ri.::s v.·01tld b<· F.qu,11 l•ri.11 1_:uinc1. 1 :·m•>i.1. '.·l.11;11o:i. 
~aldi\·cs. ~!.i11rit.1ni.-.. Sao T'>mc· ;md Pr·incip(:, Togo. l'r,.rnJa. \";1n1t;1t11 .1ud ·,;, ,;r,··n1 
Samoa. In 1118(-, all of thc·s,· h:id ,~xports of .1bl'ic:ttlt•11·.;l pni1,cts of ~it !(:1st 
$US 30 p(·1· c.1pit.1. Thf· lii~;hc:;t \.;;1!; ~f.ildi\"t!; \.'ith $I'S l·)fi. toll·1;;,d b•: 
:-1.rnritar1ia \.:ith $L'S lJO. ~:ont of the:;• <in la1·~, countric. in l")r.1il.1•i~H1 
tc·rms. but thcv h.1v<- ;111 milint.1in,cl, 1·c-!:11 i\'< t<J th•·ir si::c· .. 1 hi1;h I"\' I ,,f 
abricult1;r.1l c-:~ports fo1· m;,n\' v..:1rs.' 

The· position \.'ith r·csp<·cr t<J th•· mininr, :;(cto1· is ;rn.1Jogo11s 
to that of rhc· agric1dtun· s1·cr"r. in th.it rh" prf's•·nn· of 

:··~,,~ :.~ .. ,:.ili::ir•.•J•,,; : .. ~ . . u;.-·· ':ti: .. : .. : 

• : ' ! . , . ~ ! : ,. : .. 

.•.. 

.. 
' .. 

:'. i ; : : : ~ .. '.) 

" •, ... ' . ····'··"· 

in --;nm,· J"fsp,cr,; 
'I St l'O!lf, In j II i !If, 

. ! : :· ~·. ! : .. •; '!' 
I I ti .• f ·1 ! ! ',' : .. : l ·· . i. ) .... 'I:.•· ! : .. : ... ,;,. I • : .·: ••.. ·. 1:. / 1,',: ~ ·: '. • .i t; .n. I . : .. : .... • .• !,•·; .. ;-, : •. 

t;,;.• J::•.tl'." ·;.:.lfJ:J~·: .• d f ..... ; ... ~ .: !. ·:.1. ;1 ... ;; 



I .. 
cxpPr~s p<itlc·n1 m,;\- indic:1tt· th. :'ossibil 1ties in p1·incipl<" of in<Tciscd ,_-,;In• 
.:lclclcd dur to min£L1l rro 1:.:ssint,. Tlw difftrtncc·s arc· h~llo:t\·er important also. 
i11 tht' first pL;cr thfr-•· is litrl• informal mininE,. and thus littl• 
compt·t it icn fot· c1pit~l and labour r<-sour,·.:s. In th-:- sc-cond plac<· thr pattt:·rn 
of 01o.·nfTship is -.·er"· diftcn·nt to that <Jf a~ricultun·. Often dominated b-.· 
ton-ign intc·rf·sts. the det,rH' to 1o:hich public policv can successfulh: 
enco,1!·a~;e domf-stic ra1o.· 1tatterial proc('ssinf, ma\• be limitc·d. Thirdlv. it is Lll"•· 

for th£· mine-1·;;1 rt'smirces. if the,· exist at all. to be di\·ersific-d. Domestic 
processing of thc- niru:i«:il rEsot!rC<·s c-~umot [,ti..1rd against .1 shift in 
t C'ch11nlog:-· cir 1o:orld markc·t trc·rnis th.tt reduce demand for the product. Finall"
thf· di fft·rent s~cps in the minEntl precess in& chain offer·. in g~'neral. ft•;;er· 
pos::-ibilities for small scale dispersed pi-eduction and arE nftf-n asso•:iatc·d 
11:1th hir,her in\·estment costs than is the case for manufacturing in r,eaeral. 
for all these· reasons tht:· consickrat ion of mining inruts to the manufacturing 
sYstem has to be \'ie1o:ed as a spfci.11 set of problems as 1o:ell as thE- more 
g,enc·ral p!'nblems associated \>'ith th,• suppl\· of am· matf-ri<'.! i11puts ~o thc
manufacturing system in LD~s. 

Takin£ the same kind of indicator as i.:as used for agriculture in the preceding 
section. and looking at the mining exports per capita. vie!ds a different set 
of rf-sults. Botsi.:<ina has a \"f:rv high \'alue due to the c·xport of diamonds.' Of 
Th• r·c·mainint; LDCs. onlv Mauritania has mining exports per capita of any size 
($CS 90 in )fi86). It is follolo.'ed b\· Guinea <St.JS 72). and Togo ($VS 36). Ni[tT. 
due to its uranium •·:-:ports is at a similar level. The remainder of thE 
countries hav< either no e::~ports of this kind or thf'ir pf-r ::apita \·aluc· is 
n·n- loi.: indH·d. Although mininr, acti\'itiPs rn.:iv be- said to be on a small sca;E· 
in I.DCs. there- are cases in 1o.·hich thPn:: are knoi.-n minera.l resources not H't 
e:-:ploited. In sud1 ca.ses. th£- prospect of do1o."Tlst:ream processing should be 
consider~d at an earlv stage. There is a case of earlv planni"g of 
possibilities. so thJt. for instance. requests for pr0specting licences made 
to the :-tinistn· of Min.;:s should at once gt:nerate consideration bv the Ministrv 
of Ind11stn: of processing possibilities. 

1.3.7 Inputs from the manufacturing sector itself 

It is onr- charactr-ristir of a modc·rn industrial e('.Onomv tlrn.t manv of the 
possihlr- links hr-tween its different components do in fact take rlace. and 
that the diffr-rr-nt production and sprvicl' activities i~ the e~onomv dr-prnd on 
on12 anntrH·r as s11ppli£·rs and as m;srkets. Ind£·rd. thc· role cf a manuL1cturin11, 
s£·ct or c;in be SN·n as providing scw·ral t vpc-s of es sen. i;?l 1 inks so that the 
complc·x <ts a 1o:hnl1' can ha\·e tht- ma:dmum resilir·nce to de.:tl with f·xtc-rnal 
shnrks and the maximum flexibllitv to takr- acc0~nt nf new oppnrtunitiPs. In 
somc· c«s<s sm«ll «nd medium scale· activitv ls seen as the best embodirnC'nt of 
thf·sc· virtllf·. ,1nd is put for1o:ard as ;in appropriate pnlicv chnice for 
d£·vc-Lopinp, countrit·s and particularh· for LDCs. The point to be· made· h<·n· 
hntr;<·vc·r is thilt diversification is thC' m£·ans by whict~ thr· nr·cc·ssary 
fl e:<i hi Ii t v ran he· acni C'ved. and this is the: pri nc i pal reason for do i nr, it : 
it oftr-rs long-tr-rm stahilitv in a wav in which an ill ·considr-red emplovment 
grnerat ion pol icv. perhaps rr-lyini nn onlv a fr-w sectors. can never do. 

:\ din·i·sifi1~d man11fart11rinp, sector m<·;rns that a 1o:idc· v.1rirty of intc·rmf·cli;it1· 
and final prod11cts arc: prnc111cNI. and this mums that tll'W pro~11ct:; m;iv lw 

.. 
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dt.·\·r·loped b.:c.:iust· of th(· ;.1L1il:tliilit\· :>t tht· m .• t.ri.ils .ind ,-.·irnt1nnu1ts 

llC'Cts.sarv !'or m~ikinE, rh.:·m. Tlw din:rsifivd m:umf:;nurint~ stt·t:!r thus 
contributes to the a\·ai labil it\· of matt·1·ials. the •'SS•n! i<il pr•·-•·,1ndit iou f,,1· 
furth<"r dt>n:lopment of industr\". As Section 1.l discusst·d. most l.Dt-s h.1\·t";; 
highlv ske..-ed industrial strncturt>. ...-ith d hc-.n·\" <'oncentrarion on friod 

processing and on the clothing and textile sectors. ThE nulic\" implic~tions 
of such skei.'ed structures are direct if ir1 some cases unpalatablt< the,- ;n: 
that the necessary industrial inputs 1-'ill P.ave to b-':' importt-d. In a fo: cases 
this can be .'lchie~·ed using sources within the i·egion concerned. Fe:· this 
reason there are important grounds for encouraging regional co-operdtion. 
HO"-'E\·er it is quite usual that the countries of d regional c-o-opt"rat ion 
framework have \·er:-· similar indust1·ial stn:ctu1·es: the likelihood of bt:·ing 
able to meet the input requiremE11ts of industrial do·e~opmc:-nt f1·orn 1.:ithin the· 
sub-region are small. 

Then:· will be manv LDCs and many essE:·nti.il products for •:hich no solutiun of 
this kind is to be found. In the short term. responsc-s to this problem v:ill 
have to take the form of appropriate financing mechanisms i.-ith support fr-om 
the international communitv. In general there is a m·ed to make these specific 
to the needs of industry. rather than onlv balance of payments support. i.-hich 
!ias a natural tendency to reinforce the existing structurt:- of fo;.·.:-ign c-xchangE
use in a country and thus. for instance. to pPrpetuate the import structure 
of the commercial sector. This means that importers and '-'hoh·salers might 
continue to ha\·e preference for foreign exchange allocations thus !"queE·::ing 
out the industrialist anxious to !;tart something nei.-. 

In general industrv needs to be- cordoned oft from a gtc-nt•r.:; 1 shortage of 
foreign exchange. This can be dont· through sector sp£·cific pt·op·.trrunt:· lending. 
through mechanisms such as export re\·olving funds. detailed commodir.•: impon 
programmes (which are sometimes a feat11re of bilateral assistance progr.:imm£·s). 
special balance-of-pa\·ments support schemes. and other mHhods. Tht' nt-ed for 
foreign exchange allocations tor intermediate inputs to be rc-vin~ed in the 
light of the potential for domestic or sub-regional produc-tion has df·manding 
analytical and administrative implications. At the same time it is better to 
make some attempt at it than to have the allocations m;ici.- 1-:i•hout any 
reference to longc-r-term possibilities for their r~duction. Finallv on this 
subject it should be noted that the- administrative overheads of ~nv for~ign 
exchange allocation svstem are h£-avv. dnd the allocation made is 1.mlikelv to 
be optimal. An adjustment to a frpe S\"Stem cannot bf: made· quicklv. b11t it has 
to be a longer-term goal. 

1. 3. 3 Labour 

The problems of labour rt'latf' borh to s11pplv and to skills. :n !ht ahsenct· of 
adequatf' transpo1·r and othf·r i11frastr11cturr-. tht·rf' 1.:ill b1· spu·L:il constraints 
on ttw location of industrv b0rh in 0rdPr to ttss1irc· a rP<is<mrihlc· s11pplv of 
labour as well as to mef·t. th(' normal transport rc·qui rc·mf·nt s nf t ht· i 11d11st rv. 
The supplv of labour will also bt· limitt·d bv char.1ctc·ristics of tht· n·p,ulatcrv 
framework such as the righrs of \Oorkf·rs ;md tht· n·.spousibiliti1·s of !ht· 
<-mplovf'r, iiS 1'.'t'll as the· dt·p,r<·t-> to which womf'n find ir £-a';·; r~ 1·nt<·1· ~he· l.'ork 
for cc·. 

Thf' skills problc·111 is rtu· mo!;t p1·rva:;i•: .. :rncl L1r-rc·;ichinp, in it.s c0nsC'<jllf'rtc1·s. 
The· lack of skill•; ar 1·vc·rv 11·\"1·! !rnm prof1•ssion.1l t'np,in• !·rs. m.11liif;Prs ,111d 
.s11p1·rvi~orv st;lff to tc·chnici;ins ,111rl 1·>:p<·ri!·11cc·d fac•orv worb>n; m1»1ns that 
thr i11d11:-:tri.1] svst1·1n not 0rtlv np1·r:t11·:; irnp1·rf<·c·tl\' 11111 111,,r it d(Jt·:·; 1101 :1ct 
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t.:.'-·hn·t•.1 .~·.i:·.il .. -h.~!i.~:t'. Ttlt t•,1t,r:ti_:l !,1bc'.lr f1•rc'-. tc, .,., ~~lL 1·t_· 1 .. ptirvmlnls ~.;t 

it!d~::1t!·i.:i t:-:~1.1::s~1~tl tn 1c .. irt·,- !.i~1·s. \:ilj .-tl~;~} ri.cd trctiuinr,. T\: this 1:-:ttnt tht 
f,)qnd;;ti,·ris b.~:i.:. Lticl.it µ1·,,;,:1t b·: tlH ,d11•·.;1i,m;il s'.·sttms ,;11g<~··sr th.it tl1< 

:::i:~IJ, !":-' :me!,, . .-u::' id, r.1t ~.•:1 ;:;.r, i rtcidt·~ll.itt . Thi rd I' n I rd11cil i <l!l I i_r,tff• s f c·r 
i.D~·,; ir:<li•·..itt th.1~. in tuLil th. t°( .;:-.: ·mh: .ib.•11t i'11J.1Jfn1 in thi:·d !t\·, l 
,ch:·::.rir·r:. \o:b.i), tht !''::,! j'•.>puL;tinrt (lf l.L:<s i:.; /i(J(\ ri:illiur1. l'f tlit5t 

stud•!!!.·;. th• p£·rr:,nLi(,' takin~=· '.;ci,ric:, :i:1d ,n~-,i!lt< rint; s11bj<cts \•:.is l.:ss thLi'· 
'.•\ 1.•c:· ,·,::till thL·.-, c:.;.~;,.;. btt\o:t:·(n [11 .-trhi .'ti f.•t!. C(!lt in l::i c:;sc.s. Lftv:c,n 
.'IJ :11;J J1: P•· r r.:t nt i 1; ·1 c.iS•··; .. ind uni\. in t ;;,; ::.:;:..;c:; i,;.1s th.: shar,·· t>\·, 1· 

.JI.> i'' l. Ct !l! (l.C.ll!K.:.l. \·:ht:·1·, it \..":.iS (,1,_'I pt r t'<lll :.rtd :·!0:::1r::l1iqt1c ._.h.:n: it \.;,,5 

.hi .1 µ. r ,·ult 1. Ci \·c·n t !:-:- Lict t h.i! th• numb, r qf succt ssfnl 5tudcnt !: .1ct11.d ]\· 

d11lf.·:"int-:, :;. c.it'lt!" in inJustn· ;.:ill b.: much lrJ1.:cr th:i!t tl1ts< t1.1 t::ls 1,;01rld 

s11q~1:,t. th•:· prospect !01· impfi.>\·ui p1·nlt·s,,ional sci•·nt.ific and c·n~',i!H<:1·irti:, 

::l:i ! ls in LDC:' :t1·1. n••t _._,·rid. :incl cl<·pL'!1<!c11c<· (Jn (··~:µ.111·i;,t, ].·,bo11r ::ml i hL lack 
,·f n.:·\.:. hir,:1 ··~u:ilit•· in\·:·:;:m.-nt i:-; lik<·h· ttJ pt 1·sist. P1·0ft·ssi'.)n.il !;kill:; .,1·, 
;, .. 11., mc;rn,. !lt• <'Ill\· •J:H~; n<tclfd. 11:1tu1·alh·. and tht llt:(d fn1· t:·.1ining and 
.1i:i1-·nnt io·ship :;.·h·-·m•·s •·mt·l.f,(·s t1·om .;!m,Jsr (\'l·r\· ind11st r\· ;in.1lvscd b•: :''.';l[•O. 

I. 3. 4 Markets and supplies 

TLc n•ul l«i· imp<irts c1«.1t.s m:in\· ctiffir1ilti(s in rhc contr·:d ,,f inciustrial 
cit.·'.·(·Io:im<-nt i11 .1;1 LDC.:\'; \.."C'll :1:; the rib\·ious nccct {01· for.:.·iF,n cxch:Htf,t.". th<·r( 
dl., . .!sr, a n11mb.r "f .1ssnci;itcd hiclch-11 cc,sts. ;n tr·rms of clr·L1\·s .1nc: 
:Juccrt:dntits. i.-hich ;11·c oft•·n :.;11ch as to rai,;(· th•· price of thf> prod11ct to 
.111 tu1tcnmimic ll'•:,!. T!l(St :1risc· from tb clv1icc li(·tv:.:·cn m:li11tcnann· of 
in•:f.!l!()ri€s ;md dcla\"s in 1·1cc·ipt. of onlc·rs. as i..;('ll ;i.s thl" diffintlti(·!; of 
nbr.-,i11in,1-: inf<>rm;it in11 for thf· purposf• of S(lcct iitf, th( btst :;0t1rcc- ot th(· 
nhdcd ,r,oods. Th< fundamrntJl probl1m of 111dt·r-11tili;:;Hirm of c.:ip:1citv i« 
!)ft.n :i:-;:.oci.ttcd ..-ith ;1 ;.;!J()rt<.g1· of :;p.1rc p.irts for· till.' m.:.ichirn·r\· us((!. In 
~.nm< ca:;c:; the n•·c:d to maintain in\·f·ntorif·:; of :;p:irts in onlc-1· too\·• 1·com··· 
:;qpplv ditfic11lri1·s adds f11r:h('<' f() :h•· ovt"rlH·ad co:;t'.; of production. 

Th~:.(· prohl1·m:; .1~'<· '''mmn:1 tn rnrJ'.;t d£·v..Jopi111; countri(·s. but th(·\' .11·1· 
l:·::11:(dlatcd in l.()r:s bcc;n1~;1·· of wirl<:;pr.,1d v:e:1k11e'.;sf·S in th(· phvsical and 
comm<·i-cial inf1-.:istruct1ire:. Th<·O.<· V:f·;ikrwss<s an s11ch :is to make difticidt not 
o:tlv t~H as.-;1ir:1t1cc of n.r,ular r;11pplif·f; ;ind :;£rvic•~>. 1.:h1,thrr from within or 
outsid1· thL crn111trv. hut :1!:;0 trJ m.1kr· 1·q11ally diffintlt the, prrw1.::s of 
rn:.rkttirtf, ;-.r!d di~;trib11tion of th(· prod11r::ts. The prohllms can h•' s1Jmmariz1·d 
11nd1·r t hr· I nl l c>IOi ng hf·:id i 111,:;: 

• ' , ~ ~ ' ., , I ' I · I '· , : , , ·, • 1 . I ; ~ ' ,·i: • .1:: ! LI :1. t:.f •:-:.1: 
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L:t~·1 1 :·r~ t'roblt1rrs .tt-t ~1.:L!l1..\~~r'1!:-; !n m.i!1·: :·l·:;pt· .. .-~~ t 1.' l·~·:r,nrr !'!·:~t,~t:!:~. ir· rh.1r 
tla,- .-:inh'iITit !l1 .i st·~r.it-dtil"'I1 t~t- imp(rftcr (~~HHH·..._·t!c·!! !...·ith tbt- !:1~; :r.l~._-:~:~-. 
: nt < :·!ut i :1n.1] i ndust ri :d s\·,.;t <·m. 

E':pcq·t s c1f m:iflltf .. ,-i •!!"l:; l:i<'l· th.- re t ,1r, ,t! 1 t ht· .1sso.:·L;r, d p:-.,hl.-r":; ·:t 

t L1nsp 11n . t ! :1.-H1<.- :ind F·n·m, nt s ct 1 ff i ,:1.1 l t i •. s t Of.• t ht- r ,._.it h t hf .;dd it i · ;::.; l 
p·nbl,m of m.ll"k<tinc: .. f:\\· this is n"":rnt the idtn!ificatio:1 of oppr:1·t1n:iri<s. 
thr· ir1\·c;tmuH r•.,ccl·Ss.11·\· tor tlH· f'L'E·f':iLH inr1 and dt-\.·;·!o~·mcnt of .tn .iPl'l'c>rri .. r' 
~iniJu,·t. th; fin.tncin_f; of c:-:rorr cr,<lirs. th.: s.:-l<ctinn of .t[,t"nts. ft,·. In 
fd".1ctic.:· the d10ic.--s .i\·:tilablc m.J.v bt- '.'c·n· 1imitC:j ori.·s. It ·,:ill 11s:1.1];\· n.ot 
ht F"·.i~sib~t t.• set up ind£·pe-:dcnt m:irk<·tint~ ::nd distrib11tion ch:rnnc·ls. Tht 
0111'.· option m.1•: br to sell din·ctlv tn .1 ll("holcsal,-i- in .:inotht-r· cc1mtn·. T!H 

rff.:t"t·st th• m.1nut<i•·tu1-.•r ma\.· com. to a f, ('I ing f'1r the PXporr m.1rkt·t conc<"rnt-d 
ma\· be if an intt-n1at ional sub-contract in[, ;11T<ingemcnt is .:·nt<-rect into. S:1:-!. 
:it·L111r,•~m<·nts :1r« most c0mmcn in tht.- tc·xtilc. clothinb :ind f00t;:e:ir sc·ct:i!·s. 
Th;-\· nllo\..· for somC' conL1ct 1.-ith tn·ncts in tastf·S .:md f<1shin11s in rht 
dt:•:clopf'd co1mn·ics. and rnav also le.:id tc impr::>\·crn.cnts in •1ua1it\· tlffottl_~h 
tL1nsfc1· nf <·Xp£"t'tisc· from thf' purcl1asc·r. \r.\·t:rthf·lt"SS th•·sc· a1T.tnt:,erntnrs do 
not c nc0ur<'if,(· de\·( l opmt°nt 'lf the ski 1 ls n•·ccssarv to s11cct"Cd in r-:-:pon 
mark•·ts. The: t.xpc·ri<·!lC(• of Haiti. tor instance-. i..·h.,n· sub-conrr;ict inp, 
initia1h· £·njn\·C'd d\·n.1mic gro\..·th. has lwt:·!l thar it n·inforcf·s rhc countn"s 
d{·pend»nc\· on the- outside- \..'orld and its \'11lnf'ra'f-:ilit\· to •·:·:!f·l'n:il 
fluctuations. :-.!or dCJt. it hrin· much conrn·xion \l.'ith tht· rc·st of thf ccon()m. 

Thf :·olf· 1Jf d£·si[,n .qnd of n1r,in£·r-rinr, scr\·i,c·s has bc·c·n cc·ntrii! t<J the· success 
of int1.·rn:Hionril ind11stn-. Comp('rition t<ikf's place- on the basis of pri,~,. 
dcsir,n and 1u.1lit\ and th(· dq~n.·e to \l.'hich LD(.-: can master thc·SE- ch.1llf·ni:;fs 
•:ill det .. rmin•· the c·xtc·nt to i.·hich tht:·ir industrial systems c.:.n devc·lop ;,s 
pr.rt of the int<·rnational svstem. The quality aspect is onf' in i.:hich .-iction 
is of cc·ntral importnncf· bf-cause· \l.'ithout .q sutficiF-nr lr,\.·el th(;n· is 110 hopt 
of \l.'irming and I->olding a mrirkf·t share-. Thf' q11al itv issue· in a sf·nsc· undc·rl if·s 
all otli."L; in that. it is conrc·nwd i.:ith a oasic masten· of the· tf·drnolo[,V .111d 
th« nssocint«d skills. 

1.3.~ Agro-rela•cd industries: the case of metal-working 

L~nka1,f·s with .:tgr'culture and minin[; an·. for the rn<lnttfact11ri11t; '.;t·ctnr. 11nt 
onh· .i roatff·r oi processing thr: 1-aw materinls th;H thf·V prn<l1wc'. Thc~:r· sr·ct01·s 
can us1· a \.."idr· varietv 0f m<inufact11n:d r,oods: can·ful ilttf·ntinn to thc'.;1· 
pos.<;ihilitic,s in thf' ind11st1·i;dization procf'ss Crin gi\·e assurr·d m.1rkc·t:; for 
th<· marlllfact11rir1g sc·ctor <1nd provide· the· otll(>r s£:ctors with inp11t~; for 1o:hi1·h 
tlv·v wo11ld otht·r\..iSf' d•·pC'nd on imporrs. PN!!JO h;1s rN:f·ntlv p,inn r·:·:tr·n.-;in· 
considr·r<J! i1:·1 to the· mr·tal working indttsl rv as it rf'latt·s to thr· m.1n1!f;1c111rin.1; 

··t·rr:-,1'11t-•'t·ir; +i ~),.''"Ir :nJ1;;.rr11!i fhtt~"'··· M1r:1:-.~.~r,. d·; '"·1m.,•:. ..... ,., -fo l':r:.!·1:-.•r; .. r;t:r· •: ~. 
Ir :· .... r.':"1J:1•r:w1r •!' d11 ti?vrd(itJpl:!ml'r1t ~:~.1-;~~r1,.l A'1•l,f'l !">11 !'11d1::.•rt.,ltf,,t•1or; !1·~. f~A·. '/~ .. '.:~.·· 
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of agro-related products. This has been done as an implem£:nt.at ion of the> 
programme approach being adopted by UNIDO to the task of defining th£· 
technical co-operatio'1 requirements of agro- industrial systems. both within 
the framework of the Programme for the Industrial Development Decade for 
Africa (IDDA) and also with respect to the Special Programme for the 
Industrial Development of Asia and the Pacific with special emphasis on the 
Least Developed Countries.• 

Some of the information collected on African LDCs presents a view of the kin..!.: 
cf metalworking an<l engineering facilities available in these countries. 
Beg:nning with the most simple facilities, forges are found in 26 of the 28 
African LDCs. Stamping facilities are however found in only five. For machine 
shops, 9 LDCs had limited facilities and 19 had none at all. Foundries were 
present in only 15 of the 28 African LDCs, and mostly out of operation. 
Associated with these sparse metalworking facilities was a pattern of limited 
manufacturing capabilities in terms of agricultural tools and machinery. Thus 
manufacturing facilities for hand tools were fcund in only 20 of the African 
LDCs , for animal drawn equipment in only 9, and for simple power operated 
machinery in only three of the countries (Malawi, Mo~·ambique, and Tanzania). 
No African LDCs have tractor assembly facilities. 

From the point of view of agro-related metalworking industries, Asian LDCs may 
be divided into four groups. 9 The first would be those countries with an 
active agro-related metalworking sector, which are Bangladesh and Nepal. The 
second group is of those countries known to have or have had such a sector 
which is now dormant or working below capacity, or whose status is not known. 
This group includes Afghanistan, Lao Peoples Democratic Republic, Myanmar, and 
Yemen. The third group is of countries with little or no experience in this 
sector but which nevertheless have potential: it includes Bhutan, Vanuatu, and 
Western Samoa. The fourth group is of countries with very limited potential 
in this field: these are Kiribati, Maldives, and Tuvalu. 

1.3.6 The industrialist and the investment decision 

The above analysis of the industrialization system has to be supplemented by 
consideration of what an entrepreneur would call the "business conditions". 
By this he or she might mean the business climate (determined by government 
policy and the size and activity of other businesses) or else the degree to 
which infra:;tructure and essential services are available. These "conditions" 
powerfully influence the degree to which the simple industrial system 
described actually comes into being or functions effectively. 

The conditions come into play at several points. Most notably the investment 
decision will be affected by the prevailing climate with respect to government 
views about the desirability of private investment or foreign private 
investment. But the effect of government policy is not only with respect to 
its overt aims. It ~s the quality of public administration, the likelihood of 
approvals being granted, the speed of decision making and the flexibility of 
individual administrators which are each a major factor in determining the 

8
Acfopt.P.r:! by t.he Ganer11l C('lnferenr.e of UNIDQ in No•:emher 1989 11nr:!er n1S<>l•1tinn GI.. 3/Re3 lR 

9
"PrP.puatnry Phase of the Special I'rogrMJn., for t.hP. lndu~t.nal Dovelnpment nf A~1a "wl thr. P11c1f1r. 

Agro·Relater:! Met.dworking Tndu~try SectrJr. RP.port. Prllparml by PetP.r C Baker, l''.-mr.•ilt-.nt. Anrl Fr.,<iP.nkk~ 

Ro~jk1anr, As3oci11t.e E~pqrt. UNIDO. 11 April 1990. 
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sucn•ss of ;11tv in\·estmt'nt and !hus tlw fi1·m's ..-i1linr,m·ss to undtTt.1kC' it_ 

~lanv of thfst· aspt.-cts of f.o,·~rnmc·nt administ1·ation also havc import:int c·ffccts 
on current as 1r:ell as capiLil activity_ For· in,..tance. tht.• dC'cision "'-ht. tht. 1· to 
hir•' or fit"C' labour is c•ftn1 onf' attendt.·d b\- manv &o\'t.'rnmc-nt rq~ulations. 

1r:hich may inclmk the ilC:t.•rl to obt,lin ;, pc·rmit of some" kind b«fore a wo1-kt:i- mav 
bc dismisst'd or befort- an c·xpatriatt• wot·ker may bf' hin·d_ Price controls. 
c-spC>cial l \" if the\· <.Irf SC"lf'ct i'.·t.• and targeted towards popular cons11mc·1· t.ood-;. 
m(an that a m.:mufacturc-r may be unablc- to pass on price incrc-asc·s Eadic:r in 
rhc- production chain. 01· may do so only aftf·r exhaust in· enquiric·s and ddass. 

Import 1 ict·nces and associated fon:·ign f·xchange al I ocat ions are a frc>qu£·nt 
fE-aturt? of tlw go,·ernmental regulatory framework which bear particularlv h;n-d 
Oil the manufacturing sector. which may hf' dependE-nt on a range of c·ssent ial 
imports that constitute intermediate inputs to the production proc~ss. 

Production itsdf may be regulated by a svstcm of licencEs. This ma\· bc 
intended to protect existing i nJustries or to achie\·e some· st t·ategi c 
priori ties in industrial development. Howe\·er its effe·ct ma\· be· onl v to 
dis~ourage any investment or to foster inefficiency at the expense of the 
consumer. It is al 1 the more regrettable thcit such areas as heal th. safety and 
en\·ironmental protection, in which governmPnt action is most crucial. are the 
ones in which the administrative framework seems at its weakest_ 

The second set of "cond!.tions" rdate to fundamental quf-stions of the size and 
functioning of infrastructure and the sen· ice industries_ Transport and 
communications facilities are needed if the industries are to be effici~·ntlv 
supplied with their needed inputs and if domestic and external markets arE- to 
be successfully exploited. However the question cannot be considered onlv as 
one of a further set of necessary inputs (from the trade and Sf-n•icu, sectors) 
to the industry sector. The degree to which such facilities are present will 
also influence the investment decision. Moreover it will also determine 
information flows within the economy and thus the degree to which production 
is efficiently engaged in and the degree to which markets are effectivelv 
exploited. Knowledge of where needed inputs are cheaply available, knowledge 
about the presence of skilled labour within the community, <Jnd knowlf·dge about 
the potential demand and the competition from other suppliers is of enormous 
importance for correct business decisions, but such knowledge can flow freely 
only if there are good communications (in the widest SE·nse of the term) both 
within the country and with respect to the world out side. 

Some foreign investment decisions are taken as a result of the· sper. ial 
position an LDC finds itself in with regard to tr.adr privihgcs. Thus 
considecahl e investm<>nt of Asian origin has taken place in Bangladc·sh, 
(·specially in the textile, industry in order to take ad\•antagf· of its MFA 
quotas. 10 Again. Lesotho. bPcause of its acc<>ss to EEC. United States and 
South African Customs Union (SACU) markets, has seen foreign investmellt in its 
industry, especially in textiles. 11 Botst.:;ina has also seen E":xport-orif'ntc·d 
investmf.'nt from transnational corporations, int<'ndc·d t.o takf' ad\·;rntagc· of 
Botsw;ina' s status in MFA tf'rms, its accc·ss to the regional markc·t, and its 
ability to Pxport to the EEC under thf' rcrms of thc Lome agrE-E·mcnts. It is 
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.ilso . .ltt r..icti\·c to inn:stmc·nt bt·c..l11s.:. <>f it:; · ·nl r~inf, domlSl ic m.;rk«t. 

Forli~~n diru:t inH·stm.:nt (Fl)[) is not usualh· diru:ttd to...-.:.irds Uic;s. 111 tact 
thr· majo1·i.t\" of for.:ign din:ct i11\·c·stmn1t takes place ..imon5 J.:.n:loplrJ 
count!"i(-S . .1ml t .. \-nl -..-ith rl~sptct to dt:\·el0pi11!; countri..:s. it is l·o11cun1-:itcd 
on a sm.lll number.:\!: f.:ir as LDCs ,1rc conct::rnl'd. tlwir share is n.~rv sm.ill .ind 
shrinkinr,. In 1980. thesE: countries n:cE-in:d almost j p.::r cent ot total FDl 
to de\·eloping countries. and in 1Q86. this sh;ir.: fell to 1 -'• per cEnt. In fact 
Bost1o:ana accrmntE:d fot· more than halt thE- total inflo,..s to LDCs. the- onlY 
othf-r significant recipients being Chad .:;nd Ri.:and.:l." In spite· of this. FD! 
is still a stratq;v target of an increasing number of LDCs. Polic\' instruments 
for its achie\·c-mE:nt include incenti\·es such as tdx remissio11s. fn'.:
n.:pat ri:H ion of profits and capital. provision of facilities. e·tc. Bangladesh. 
Cambia. Liberia. Sudan and Togo a1·e among those countries 1.'hich are cn:at ing 
export processing or free trade zones. Ho,..evcr in some quarters therf is still 
a tnmd. a1"av from industrial inn .. stmc·nt in Africa. at least: it is repon.cd 
that nc·arl ~· one-third of British companies" and about a quarter ot Frt.·nch 
companies" 1"ith industrial im·estments in Africa disposed of thc·i1· holdings 
during the last decade. and they are unlikely to return. in spite of mo-..: opc·n 
attitudes to foreign investment in African countries and in spite of the nc1r; 
emphasis on the importance of the: pri \'ate sector both at the go\·ernmental and 
intcr-go\·ernmE'ntal level. 

One notable development in recent vears in foreign investment 'Tlcchanisms has 
been the growth of country funds and im·cstment trusts specialising in 
dev~loping countries. This has been at least partly due to the search on the 
part of investors for emerging markets ia wh!.ch the prospects for capital 
gains arc· thought to be greater than in the developed countric·s. These funds 
have largely specialized in the emerging industrial economies of Asia. such 
as Thailand, Malaysia. Singapore, Taiwan Province of China. etc. However a 
recent Commonwealth Fund includes two LDCs (Bangladesh and Botswana) in its 
targc.t countries, 1' and a new Himalayan fund is targeted to investment in 
Nepal and Bangladesh as well as India and Sri Lanka.'° 1:ount rv funds can be 
sH·n as one possible· mechanism by which the foreign exchange earned bv 
expatriate nationals of LDCs might be mobilized for economic development in 
thf- home country (as is the case at present with funds £pccialising in 
dcn,loping countries such as Iradia). Nevertheless. the investment problem for 
LDCs is not only one of mobilising the nc::cessary foreign exchange for the 
initial investment. The need for management expertise and continuing support 
to meet recurrent costs means that mechanisms of the kind described would need 
to be elaborated to take account of these requirements. 

12
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l . l. l Transport 

TLirts pu r! int; 1 d:1;n"~ti ... : .:nd 
inttrrt:1tin11.1l .ISFt.Ct-;. Fi1·:;tl•:. th«t« is dq1t::J.nc1 in .• 1: t'.iStS c'I: i::1~•<11·:,d 
tu,l St•cunc!l\·. m.;n\· Lwiliti{,s. s11clt .:s .. i.1·po1·ts .. ii1·lints ... ul pc>rts. pl ... \· 
a dual 1·0IE-. p!·o,:idint: lh)th iuttnul .;ml .:-:!•1·11.d link>:. Thi1·cih·. in\"tst:n.nr.; 

in au\· tlt't.: inttn1.:.1tional f.tcilit\·. such :1s .1 F'H·t 01· .;:i .iirro!·t. rt·juir.s 
corTt'sponding in\·.:·stmn1t in imp1·<i\·in!~ the n.1tit>11.il inlr.J::'tn1ctun if it i.; t,_, 
bt l ff(· ct i \"t' . 

'.,,,,"ith rc-sp..:ct to trJnsport L1ciliti£-s. LDi:s ~•rt srr·iL•ush· dis:;d•«rnt..f~.:d. T!it: 
n.:J.t ional aid inf's of LDCs ha\·t· <J11 aver.J&f' .ihout 6. ·) .1t·ropl.1nfs This ,,\.CLi[,t 
is in fact distort£·d by a ft'lo: larg£-r t1dt i011;il f! .. tt s such .• s tl1<.ist of Et!tiupi.:i 
u~q) ~€pal (18) and Sudan (15). 111 f.Jct 17 of th.: n·Hion;;l aidint:·S h.l\'t. tlu· ..... 
pl:lnt.s or f.wer. Ha\"ing a n.:J.tional ail"li1w can in p1·incipl.c dlloi.. for tht.• 
linking of industry in more disad\·antagcd .:irt.iS of the cotmtn· '1-:ith m<irt 
ad\·<inced ccntrPs: externalh· it can hE-lp in pn,motin& <-Xport!:' anci impro\"i11g 
m;H·keting communications. But fle£-ts of tht' si:::e mcntion.:d. <spcci.ill,.· in 
hf·Ot:,L·aphically remote and dispersed areas. and \·:ith du£- ~dloi..·anct>s fr'!" 

dO'lo.'Tltime for maintenance purposes, mc-an that little C.311 b(· ~ichifH·d in this 
din:·ction. Air transport is hot.:€'.:er tht· unh· practical alten1:1ti\·c· i11 marw 
cases to O\'Ercome the kinds of locational and commercial isolation of indt1strv 
in LDCs. Just hoi.: great this isolation is ma\· bt:' seen in tErms of the 
connexions a\•ailarlc· in flights to the main economic co1tn.>s of ~•(·i..· Yu1·k. 
Brussels. and Tokvo. No direct flights ar<- a\"ailable from any LDC to Sci.: York. 
For 17 LDCs. ti.:o changc·s of plane an" nect:·ssary. :.!ith n·spc·ct to Bn1sst.·ls. 
onlv 7 LDCs had a direct connection, 2'J rn•c-dcd om· change of pl.Jtk and JI) 
needed two changes. For Tokyo. no direct flights are available. on£· changt.· u~ 
plane is needc-d in 2Q casE-s and two cha115c·s in tht' rem.1ining 11 casr-s. Th"" 
practical effect of this is that. taking stopon·rs and the infrcqut ncv of most 
S£·rvices into account. that a potential inn"slor from one of the commercial 
centres mentioned 1'.'ill ha\'e an apprecia'Jle degrtc' of extra difficult\· in 
ass .. ssing a potential im·estment in an I.DC. let alon£· the· difficult\· of 
monitoring the progress of an im·E-stment on a rc·gular basis. F.qu:iJI,·. the.. 
industrialist in an LDC interested in exportinF, to (kvelopPd cou11trif-s i..·ill 
find the extra time ne£·ded because of the poor air conno:ions to bf· a f11nhL·1· 
dete1-rent to an alrc>ady difficult undc·rtal-ing. hoth fr·om the point of vi£·i..· of 
\'isits to i;:ote:itial markets and the shipi.-ing of products hv airfreiE;ht. 

Apart from thPse difficulties. the costs of air connexions are also an issu~. 
The> average business class return air fare from LDC capitals to commen:i.11 
centres in developed countries is $US 30So.:· Not onlv are such farc·s high in 
relation to the> incomc·s in LDCs. but thf-y arc· oftpn associated 'lo.'ith forc·ign 
exchange restrictions such as to make air travel e\'C·n more difficult as .1 
means of promoting increaspd exports by direct contact witt1 the markets. 

Air freight ratf's are another burdc·n on f'Xport possibilitif·s: considc·ration 
of availabll' ratf,s suggests that they may hf' subject to sc·veral anomalic·s and 
inconsistencirs at least as far as the LDCs arP concerned. For instance the· 
rat£·s pC'r kilogramme for shipmc·nts to Nf'w York an· succ£>ssivc·ly r£'duc£>d for 
amo11nts in excf'ss of lOOkg, ?OOkg. 100kg and I OOOkg. This is true for anv I.DC 
as origin. But with Brussc·l::; as tht· destinarion. such reductions art> O\' no 

1
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m,.· . .t::; u:iitnnu!,· ,;·::;il .. blL. , :;p,,:i.,l h· 11<>t t·Jf t!1L l.;rf.tr •111ant it its. Tl1< 
1·,!:ult i:: th . .t f·•r m .• 11\· l.QCs. •sr><<i.ilh- .\ti·ic.n cGuntrits. m~irr.i11.-,J Litt:.s ;,r, 
ll<Jt ···•T'" ditf.:-r.·nt bt:lv:••ll th•· t;.;o d.stin:itions. In st.\·.:r.il L'..iS1s i.•h•·l·• th. 
t:,•c~:r.:.iphic:d di.st:.rwt is c•msid.:r:1bl\· It!;!;. the 1·;itc· d1aq:,ui is nc\·•.rth(lc·ss 
mut"t. L·i\"l!I tit, ~'rq::><)Tl<.it1·:il1c; nf LL'•_" t1·:1d, i..·ith tht EEC. thi!; r•'St1!t s11r.~;•sts 
th.ll th, dq:rtt I•.· 1.-l!id1 m.:.imtf.:wtt:r·«i c-:pot·rs m.i,- be disad•:antar,•d s!10uld b< 
c.11·( ful h· c x;;mi II• d .. \st ad'." 0t t ht: t. f t,·ct 11f int.:·n1a.t ional tc:insport cost:; ;:._! 

imiu!:tri.11 d,•:d,•pmcnt in th•· :\trican l.l'Cs ( -.·hich used sc,1 ft·•if.hl r:itr·s) h.J.s 
sho\-:11 th.:at ;\·u1 fer coo.ist:d countri<'S the t1·ansport factor m:n· :.ignific:mtl•: 
( 1·odf '' c!1c;p L1l ... i,1r ad\·:mtabE-· but that for land-l0ckcd countl"i.:s th( c.-ftu:t 
.lKi'-' be· c;it.:;.st 1·ophic. ,\part from a cnnc.:nt1·at ion on products i..·ith a hi!~h \·.:.d11t
t J ._.t·i[,ht 1·;iti<-. •.'the.- conclusions dra,,.:11 inc-lud£ th.:i.t of the· !lf£d t<J cn&age 
i.i. p1·oc!:·ssi11g ;;cti..-iti..;-!_; th.:it incn:.isc. that 1·.:ilio." 

1.1.8 Co11111Unications and Media 

;:heth;r •.:ithin .. rn indi\·idu.:il e·nU.-rprise· or in an entire· c:conom\". the- fn·c- flo• 
of in:·ormatior1 1.s 1·SS<.'ntial in ord.:·r to optimi=(: the· allocation of rc·sources 
and a\oid in(·ft icicncil:s. I~ also provide·s basic signals to entre:prC:nHll"s as 
to marh.t rtcquiremf·nts. a\·ailabl£ technologies and investment opponunitics. 
and is thc·rc·forc· essential tor the longer-t(:rm and sc·lf-sustaininr, proct·ss 
of industrialization. In pr.:cticc. th(; information flo;: ;:ill be- p.:irtl:.· 
influcnc•·d by the. transport svstf.m and th(: degree to which people ;u-c· in 
c·mt.-.ct \..ith om anothE-r. Population densit\' and the degn'c· of urbani~ation 
.:ire thus :.ome fundamental variablc·s for assessing the· possibilit i1:s for 
industri.-.1 o:p.:msion. [n addition. th;: int£:rnal road and rail ncti..·orks. and 
the: a\'.'.lilaDilit:-· of car.s and othc·r f()rms of tr.:ansport arc also rclc·\·ant. In 
bcw 1-.11 th1· impo1·tancc of infrastructure· has to b(: recognized not only from 
the· point of \·ic·\..' of the irrutKdi.:atcc 11c£:ds of industry for the: pro\'ision ot 
suppl ics and the scn·ing of markEts. but also for the contribution it m.J.k~:s 
t.o the- flo...- 1Jf. information. 

Oth .. r L.1cro1·s in this regard include· thf' av.:iilabilitv of telf·phom·s and media. 
t:spc·cial l \' such as nc1o:spapcrs. With rcspc·ct to tc·lc.·phones. the rec arc: shar·p 
diff(n:nc(S amon~~ the· LDCs. Pn·sumably b(·causc· of their small gcographic size 
and n.:lat i\'•:lv hi.gh degree· ot urbanization. small countries such as Djibouti. 
Y.iribat i. Sao Tome and Principf" Tu\·alu. \'anuatu and We.stc·rn Samoa a!"f· 
relatiwlv wdl supplied with tdtphon('S (fi'wcr than 100 p•·rsons pt·1· 
ldtphom·). Other LD<.:s ha\·c a considc·r<.1bly \\·orsc· figure:. Expansion of this 
cssc·ntial service· in LDCs would offc·r opportunities for local manufactun of 
sc,~ral inputs. rspeciallv in such items as poles. cables. fixing materials, 
(' t c . 

N•\..'sp;Jp(·1·s rqn·c'.;, nt an im1->ort;mt communication possibility. bu~ most LDCs arc 
J:,1rl}'' <.:'!~'f'l i .,; •·•i•h thPm. :'.. 1t·,>:.i 1d1w LDCs havl· no daily n£•wspap<·1·. and only 
in BCJtswan:1. :-tyanmar ;rnd L(~;otho arc· the· rirculation figures above)() pc-r 100() 
of popul.1t ior1. f.~:pansiori of printing and publishing act ivit ics would n·pn·~;1·nt 
an important m;mufaeturing contribution to o\'c·nlll p,rowth. 1o:ould have· 
potential backward linkagc·s to pulp ;rnd papc·r industries. and would mah· .1 

!:igriificanr l<rnf,·tc·rm impact on the f}ol.' of information and tht· d(\'t·lopmc·nt 
0f m:1 rkc· t ~; . 

.. 
L1'.'or.~~r!.··r1••, I "!11t,:rr1.\f1;,f;.1: ~r"1n:.51r;r! ·.fJ~.t.; .• t:d 1r.!·.•~·'-r1.1l ·!'l•tr.lqpm-:011P. 11, th" !r..,·.f . .J~·:,!l·:µ,!·I 
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.-\ r·l·Litnl p1«1blL·ID in c:Jn;1t·:~io11 ••ith th•· nlldia is th.it uf ..!<"~"<'SS !u t<_Jl"t.i!<;ll 

mt<li.1 :1nd jo:tn!.;1ls. Tht:st: an· i.mpon.;ut stall't'•S of i11fo1·m:iti0u on .. :-:tl!·11.i1 
m.11·kets. sapplv a.nd dlm .. rnd possibilitils nf i·ai.; m.1tt•!·i.tls. p<•tt•n1s ·;t 
indust1·iJl 01·f,.ini2ation . .:i\·ail.abilitv of u-d!ll<>l:i5i.:s. :md. iii f<.ict. :t!•1ch 

inform.>tion that is \"ital both for· th.:· indi\·icu;il industrialist :ir1d for· !ht 
national polic.:v mo.:ke-1·. Yt-t the cin::uL.iti<';1 of for•-i&n mt:·di.:. is Qft.::: 
restricted. somet ime-s for foreign .::xchangt.' r12asons. Ord inan: int.:·n1,H ion.11 <;t· 

busin<·ss ne•spapers. as i..-.:11 as tradt:- and specialist j•1un1als . .:.n. h.1nl !o 
com.: bv in many LDCc;. l:XIDO has fo1· man\· \·ears bt:en huilclin,!:; up its 
infonnation svsrems and nt:t,..orks on ttchnologies and im·e·stment opponunit!<s. 
establishing focal points in e.'lch country .rnd ans1o:ering .1 grmdng st1· .. ,...im u{ 
enquiries from all de\·eloping countriEs. P.ut it is clear th;H such acti\"it,· 
has to be complemented at the !lat ional len~l by encoura&ing the disst.-minat ion 
of indusr ry relat£:d journals and media in LDCs. l!~IDO i.:ould b.:- ready to co
operate with publishers and bilat£-ral ag£·ncit-s in such an acli\·ity. 

Industrial capacity under-utilizatior. is a charactu·istic of industry· in mam· 
dE:-\"elopir.g countries . and LDCs are no e:-:ception. Caus.:,s are- many .m<l include· 
machinE: breakdmm and shortages of ra"'" materials or spare parts. Ho~.:-n·r a 
frequent cause of under-utilization of capacitv is the absence of a st.iblc .rnd 
reliable elE:ctricity supply. Electricity capacity installed in LDCs is \"Erv 
limited in relation to the population: the average for all LDCs is !3 k~ p~r 
1000 inhabitants. while for developing countries as a v:hole the figun· is 156. 
Sine£: many industrial processes and machin£-s are totallv dependent on elt-c• L·ic 
powt·r. no substitution to other forms of 1211t:·rgy is possible as in tht case of 
households. Giv£:n the inadequate lt:vels of installed gl·nEr.:Hion capacit\·. thi: 
systems frequt:nl ly become overloaded. and breakdmms are common. In tht: 
absence of elt:ctricity from the national grid. many manufacturing firms in 
LDCs use petrol or diesel powered generators. 1':hich means that they aL·t:· 
ultimatelv dependent on a resourc£· from outside thE country with 1.'hich foL«:·ign 
t:xchange costs an:· associated. The l.'ickr enerp· qu£stions rt:·lating to 
etwironmE·nt4\l degradation and de pl et ion of resources must form pan of am· 
detailed analysis of the energy qnestion in LDCs. but form tht point of \"i~I." 
of the needs of industrv tt is clear that there is a strong case for rene .... ~d 
concc-ntration on the expansion of the national grid systems. It cc.n also be 
said that exploitation of hydropoi.:er resources. such as is possiblt' in at 
least 11• of 1he LDCs." •ould also provide a stimulus to manuf.v.::turing 
activity, even in such anas as polc·s and cahlC's. but in some· cases also i11 
th£- f'">rm of construction materials and simplt:· turbine· components. 

1.3.9 International linkages 

Linkage· of LOCs i11dustry with tl'e intcn1atio11.1l c·conomic systr·m ir1\·oln·s .:i 

number of forms. The most obvious is forf'ign tradE-. whetlwr with rc·spc-rt to 
the supplv of imp<1rts for industt·ial inputs 01· to the· pro<luc:ion of 
manufacturc·s for e:~port. Oth(.·r forms of intc·rn.it ional I inkag£' in.:l11de th(· 11sl' 
of <->:patriatt- L1bo11r. c·spcdally for skills in short supplv 11atio1111llv. 
te:chnology tr,1nsfer. foreign dirc·ct invcstm"nt. and ttw .1cquisit ion of fon·i~~11 
st·rvicc·s. Thrs(· 111ir,ht be i11 such iridustri;il scn·icE· an·as as f(·Stinf;. clc-sif;n. 
markc·ting. ad\·c·rtising, accounting. insuranc:<- .rnd finance·. Thr·s(• .11·(· 

inc"l"t.·asinblv important inputs into moclcn1 manufacturing and th" i11tt·rnatio11.1l 
industri.'ll svstcm. As far as LD<:s an· conc:t·rncd, thc·ir acccss to th(·m is Vt rv 
limi!(.·d. Ew·n wt.en thev arc· ,1\·ailabl1 loc;illy, thc·v art· oftn1 no! usul. For-



!no-t.•tH"• in !!.,iti. tht· "l~J,.·t ··f i.,,·.;! •n1~im1r·i11r, .ind 111.rn.1r.•m<rtt 
,·nu,.:1t!L1n.-i1:; h•; indttst1·i_.Ji!;ts k:s IJ,,rt s11,,·ifi,·.di•: nut1·d.' .. !rt snrn• ,·;,_··s 
th!: is urid.r:;:.;ad:dJI,: tlms i11 B:m~~l.tt!tsli local m.rnuL,ct11r._rs .,f 
l"•·lr.ict •. •ri.s. t.;bl.•.:.;r, .;11d li..:1\\·-;·l:i\" l'l·od111·1s .,.., •. ,still !"t·l\·inr, 1•n u\·,rs1.1s 
r. s! inr. L;h->Ltt.,1·i,s: th, B;1nrla1ft·sh Inst itut, nt Cl.-,ss ;iml ,_-t.L1mics h;1d 
Lie i lit its t h.i! .H·.- 11ut b< i II[. f ttl l \" llSt d bt·<:.i:1,.;,· ,if a 1.1,·k ,,( I L;i tit ti 

~" r·!,,ir:tt< ! ."Hut in ~;u1£-ral. a ll•·t.l•·:C of l1~c:tl st r\·ic•s .ind , :-:1•L1·t is, h;1,,, 
htt.ll .• 1istr•.·n! in !tclmic.,l •:•J-.•ptr.1!i11n .1cti\.·iliL·:; i11 I.DC:.;_"' 

''n• i1q•1•rt:t1;t .: ... ,mp1• 
in.Ju:>tr·: is t_;t'-·•·11 Ir.- tlu· 

nf th, sir.nific;i11<·< ,>f i11t1.rn.tlinnal s(r\·icts fut· 
b.i11ki11r :s'.·st .. m. In.-~ •• 1<rH·l•: tht intt.n1.ilio11.il b.111k:; .. 

f 1··-•m J, \·,!opt d Cdtlf\! 1·il s p11t t htcmsl'l \"ts f on ... nl :;· • ·o\·ic!. r·s ot ;; •:idt \";il"it t v 
1)f fin.;r1,·Ld s,1·'.·ic.-,;. i11cl11di11!~. st1·atq:,i·· m.il\:t;.· .1t11t .,,ivict-. the fo1·matio11 
uf f•:i11! \tlll11!.t!i. C~iJ'iLd m.11·kt·!S ~1c:i\·it'- t:·:p<1! .. Cl"{·dits, tnasun· 
111 •• :1.;[,tmc nt :i:1d t ht· l ik<. ~t.111,· ha\·t: i!l\"t st<d h.:.a\·1 l \. in ,-.imm1111ic:it io!l svst •·ms 
.t11d i11 ;;c:q11isitions ot n·l:it.:-c; fi1·ms in i~1\·1stmt·11t m;111.1~~no<nt. stockh1·okint,. 
i11,,,11r.111cc-. t tc .. n<Jt tr> spt<ik of rhost h;•riks that '"~-" clinct l·q11it,· ho~dini:s 
i!l i!lllttst1" .... ;11d an to a co11sirk1·;;hlt d•gn·t it1\·oln·d in !ht lonb lt·1·m 
pl.rnnint; .ind cl<v1lopm1.·nt •>f !host industri· s. y, thc·sc banks ha\-t a mir:im;il 
i.ir1 ~:.11c• in LD•-s: b..inks from OF.Cf\ co1.mtrils ''"to b.:. found i11 only 17 of the 
<"ot111t 1·i, s. Thi r.-.lsons f 01· t h~s ma,· Ii.in· m1H"<' to do ...-it h a dt·si n· f 01· p·1t i 011 .. il 
n:11tn1l of th.- bankinr, s.-ctot·. b1-caus1· .1!\;11\·sis of tlK remai11i11i countr·i<·s 
~;hu•:s that 11su .. 1llv if tht-i"" is !lO b.:ink f1·om an OF.CD countt"\' thl'n' is no 
l •H"t i f,11 b:mk .:.t t .-i l I On 1 ': i !l t hn ,. c;,sc s 1o1ht-r1· t hc· r·t· is no hank f rum an OF.CD 
"otlllt 1·v is tlu-·n ;in\" f•ll·e:ign bank p1·.:·s1·nt. :\pal'! from ~~o\-e·rnmc·nt r<'~;ulat ion. 
t lu rt ffii.1\ .11 so ),( a11 i 11adu1uat t p .. rcc·pt ion o( ma1"kc·t poss i bi lit ics on t lw pan 
nf tlw inti r11.1t ional b:inks. It is 11(\"C rthc·l(•ss to be i·q;rcttl'd tli:lt di:Jlopu 
bitv.:un l.[)1.s :1r?cl i11tcn1:itional hanks is conccn1•d largt·1'· 'k"i!h debt 
r,~:<"i1nl11linr,: tlH·n i!; scope (01· discussion of ho..- th( Sf· institutions cuul<l 
m:1h :! s11!-'t:1iu<d .rnd lonr,cr tfr·m commitmf·nt to thL· dc·vf·loprnc·nt of imlttstrv ;111cl 
tli1 • cnnom\· .;s a i.:holc· thnmgh clos1·1· involvun<'lll in the• ciav to ddv busint·ss 
1 if• ,.f t lic cow1t 1· i cs i o i.:hom t hf- i r moncv has b<-t·ll 1 cnt . Acct~; s to t ht· 
i11t.-rr1<1ticmal a•h-icc· and s11·vic1·s provickcl by tlusc· b;1nks could makt· an 
imp<'l"lant contribution to the 1·1firitncy ,md cxpol"! p1.·r·fo1·m.1nct· of industrv 
i 11 the· l.Dl.s. 

Tltt r1.. is ;1u ~a~;~;ociatt·d prohl<·m undt·1· this h(·;1dinr., \e.."hich bf~ar.5 particularly 
It.int on th1: dt·vdopmc·nt of links b"t1.:c·t-r1 l.OC::s and tht· in!C'rn.1t ional industrial 
:,\·~:t;m. This is of !ht costs i..-itlt rc·spc·t·t to fon·i~,11 <·xchanr,c transactions. 
Thcst :1rr ~;omr·f irnt·s r<-r,;1rd1 d as t·:~c<'ssin· r·vc·n am0nr, dev2lopNI count r-ic·s. but 
to1· thr I.PCs. th1 co!;ts of m~}vint; hc·ti.:1·c·n nat iowd curn·ncic·s ;111d tliost· ru>c·ch·cl 
(,,,. in!t rnat ional 11-:Hh-, such as tht· I'S dollar. can be· vc·rv signifi•·•mt. A 
<"omp.11·h;o11 of !ht· hid and offt·1· 1·att·s IH·tWC't·n LDC: and hard c.urruwi1·s suggc·s!s 
th:il on av1.·1·.'.lg<- tlw sp1·1·.1d appli('d for all LDC curn·nci1·s is 81.'>CJ {Jl'I- c:l'11t 
of tlu bid pr·in. This com~.11·1-.s 1o1i1h :1 spn.:ad of } 11 pc·1· c1r1t for tlu· 
1·11rr1·1wi1·s of tlu· scvrn larr,c·st OF.l.D c·c.0111>mic·:; (GI c01111fl"it·s)_ Moreover tlu 
I.OC :1\·1·r•1r,1· cc11whds f11rth('r disc.n•pancii·s: if Oil(: nmovl's c·un·cncil's t.ic·d to 
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a cun·.-·nc\· l'l !·c~~i~n.J.l impo1·Lrnc< (sud1 ;;s th( l°F:\ F1·.mcl th.11 rl1<:- s~•1· •. ,d tor 
the i·.-·mainiuh ct11·nnci.cs is on .1\·c·t«:if;t: lt•.'.t.i per cc·nt. Such sprc.:Ids .:it·;. so 
hi&h th.J.t tht:\" c.m h:n·~· 0111\" .:i ckte1·;:on lfftct . .:Ind it \Ootild s1eun th.:i.t this 
qut·stion •,.-ould b•·.:ir closer .:xami11.lti0n·'. Tht' l"t'·sults might sugt,<st t!1..;t 
1 .. ·consid.:ration of su,·h obst.:Ic!cs to t1·.:msactions btt .... ·c-cn LL'1.·s ::i.nd otht·r 
countries ~s ne:c.:ss.:.lr\" .:.md 'l."ould bt' of bcnef it to .il 1 p..;rt ies con•:c·nll-d. 

2. ISSUES FOR POLICY ACTION 

The> condition of industn· in L:::lCs is s•1ch that .:;ct ion i!: net:dc·d under· .:i numbc-r 
of hEadings. and these actions invoh·e not onlv the? international communit\· 
but the LDCs themseln~s. Hm.:e.·er. it i.·ould be a mistak•· to think that by this 
is meant th.:It LDCs governm<'nts will necessarily bear the brunt of the burdt:·n. 
Many of the defects in lhe system can onlv bt remedied at the enterprise or 
c.::>mmunii:y le,;d. although no one enterprise can do the job. Th1:re is also an 
important regional aspect to the search for solutions. 

The regional aspect is important because of the possibilities offered by 
regional inte&ration for improved development through mobilization of 
resources. economies of scale. access to markets. import substitution 
str.:Itcgics. exploi~ation of complementarities and the other well understood 
benefits of successful co-operation. It must however be recognized that 
regional co-operation can still bring benefits in the abs£>nce of grand 
strategies for economic and monetar)· union. The m.::>st notable is the area of 
trade. A country needs its neighbours as markets: this is so in the absence 
of wide-ranging trade agreements. In a number of cases, economic progress in 
LDCs has been seriously disrupted by the loss of nci&hbouring markets. For 
instance industry in Nepal has suffered from disruption of its access to both 
the Indian market as well as international markets (due to difficulties in 
trans-shipments through India). The same applies to the Gambia with respect 
to Senegal, and the- Central African Republic has been affected by a levy on 
transit traffic through Cameroun. 

2.1 Human resource development 

The dimensions of the human resource development problem are such that 
concentration of resources on the central problems to achieve the greatest 
multiplier effects are of particular importance. In general. the increasing 
thrust of technical assistance activities has to be towards dew•loping 
national capa~ilities in assessing training needs and in providing suitable 
training. These national capabilities must not necessarily be seen onlv in 
terms of some centralized institution part of the governmental apparatus. 
Initiatives from chambers of industry. manufacturers associations and industry 
sector associations in providing training also have to be supported and 
encouraged. With these priorities, the implications are that internat ion.11 
involvement in actual training should increasingly concentratE· on vf'ry 
specialized training areas. where national capacities cannot be establishf'd 
within a reasonable space of tim.?. Wher£c direct assistance in training takcs 
place it should be preferably organized at a regional level, in ordcr to rak~ 
best advantage of the economies of scale involved and to bring the regional 
participants together in the discussion of common problems. 

~lThe !1•~1Jres .ue h>tserJ un rJt..ar. obr.au~ed in Vinnu~. A~•&•11.i, .1n 1 I will -.~:t .. u.!·,· ~" ~=1~l·;,,r, .--! l·y 

t.hc 1·e11.ulAr •1olumfJ of tr.1n:.dc.l1ona invoL·11uy, l.OC '.urr4'nr.1e~ •nd t!i" A:1•' r 1 JI~ sdu l ! .:.u~ 
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Elc·ments of a str·att.'gv for hum...111 n.:~0ui:n' dev.:-lopmt'nt have to indudc.: th.: 
aspects identified in the pn:ceding sc·ct ions !11 the discussion of tht. 
industrial system and the 1 i.kelv org<rni~at ional and tt.'ch11ol<>5ic;,d 
charactedst ics of the future industi-ial structure of tht: countrv concE:rnt:d. 

Quality: this is a consequence of all good training but it nel•d£ to be 
targeted as an explicit objer1 ive. 

Management: these skills have to be dis;:iei-sed through nel" and mor.: 
flexible methods. A busy self-starting ('ntreprenfltr does not have timt.> 
to go on residential ourses. There is alsu scope for incrc·ast.'d 
management product i\·i ty through computer applications. 

Technical education: what is needed is a combination of basit· skills 
and flexibilitv to reflect the increasing pace of change in industrial 
technology and structure. 

Maintenance and production engineering: this is essential to reduct: 
spare parts inventories and the under-utilization of capacity. 

Mobility: legal and social security frameworks that encourabe worker 
mobility and thus skill diffusion and nel" skill acquisiti:m. 

Knol"ledge access: this plays a central role in human resource 
de\·elopruent. and needs to be assured on a continuing basis. Trade and 
technology information arr· essential for industri.1li.sts. Access tu 
international sources is at present very limited. 

2 .2 Resc.urces for strategy formulation and i11J>le11entat ion 

The striking "'ave of changt in public policy towards thf· rol£· ot thl' statl: in 
economic activity that h.as b(·Pli observc·d in both dc·n·loped .1nd dl'\·dopinb 
countcies is now an established fact that has lc·d :o a pt:rhaps irrc·n.·rsibl·· 
change. Attt>ntion has perhaps understandablv focusl·d on thr: p1·ivatizatio11 
process and analysis has included the degree to 1.·hich state: E-ntc·rpris• s 
should be rehabilitatc-d be>fore pri\·atiza:.io11 takc·s place·. OthE-r consickrations 
ha\•e been those of the ways in which f'nt repreneurial spirits can bt· c·ncour;,hccf 
in cultures where these are not regarded as particularly important. How£'n·r 
the major problem. of what should be the future role· of the state, in the· 
formulation and implementation of industrial policy. has not hH·n ;,dc!ressc·d. 
ex~ept to the extent that it has been delimitt·d by a st·ric·s of ncr,.1t i\·es. 

Strategy formulation and implementation is not in fact .i t;ssk that am· 
devE:loped or newly industrialising country lt:a\·es to m<lrkc·t forc•·S. T11t· 

incn·asing technological content of industrial structur<1l d1;1ngr·. and its 
effects on the pattern of international changE'. haw· mr·ant that gow:rnml nt :; 
in such countries have paid ever growing attention to thr·st· qut·st ions. !df'.1s 
of what would be a desirahle future industrial confip,ur.stion fc,r tlu· co1111trv 
have been the main driving •rces behind a seric:s of meas'ln·s and initLHins 
such as government-spam: ·d industrial R&D institutf·s and prngr.immt·:;. 
industrial consortia 'Id 'l "."S formed with the encouragt·m1:nt uf gov1·rrunl·nts. 
trade regulation ruec. :r · 6 1ed to protect c.·xist lnjj industn· ,,r to giv• it 
t imC' to takE' the nece·~ •asures of technoiogical 11p~r,1ding nr·cr·ssarv to 
withstand the impact o: tgn competition. 
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;..'}u.-thl·t· "''-' ;.u-~ L1lking about tr~•ditional no1·m;1ti\"t:· approadt('S or not. the 
pl;rnnin[, qth..-stion al,..avs r£:soln:s itst:lf iuto a se:qun1cl· t.•f individu;d stc·ps 
on i.·hich decisions ha\·c lo be takt:·n. These do not nec .. ·ssarilv rES\.1l t f n•m the 
~1-;mJ tksign: tlu-y m.:iy i::stt:ad dt:ri\"£' from intc·rnation.:il probll·ms. or from 
llQ',t.·nt dt'cisions to bt: taker. in tlu:· t1·adC'. financl'. agriculttu-e in- other 
sphu· •. V..11at often s£·ems to happen is that majo1- decisions of this kind an
takc·n (in other rtinistries) without due att('ntion to the needs of industry. 
Oftl:n the '.'iinist ry of Industry ...-ill haw: le:ss than a lc·ading role in pol in· 
furmulat ion. It may have some· st:·ctoral C"XPl'rts but there are fei.: chamtt ls 
through i.:hich tht·ir expt·rtise can have influence on polic ... · deci~ions. In fact. 
onlv six LDCs han· a sep.arate !·tinistry of Industry. I•1 thE 1·emaining casts 
Industry is part of a Ministry that deals also lo.'ith one or more- other topics. 
rsuall~ Industry is combined ,..ith Trade. In onlv two ca~es does it appear to 
ht· dirc-ctly linked to planning and £·conomic den:·lopment. 

The: more· gent.-ral problem is that the division of ministerial rt:-sponsi bi 1 it ic·s 
rt:·flt.:cts pnsenl realiti£-s rather than thf' desired result . .'\gricultun· dn<l 
pEr·haps mining will be important ministrie-s. ,,.-hile industry will not be:. And 
'-:H it the- stctor is tu receive appropriate emphasis in national policy. and 
if m£·asurc·s that affect the prospects for industry are to receive propet· 
;mal\·sis from this point of vic·t.". then it is e·ssential that th£-rE t·xist an 
appropriat<- body at the national lEvel which has the 1·esour-ces to undertake: 
serious anal\·sis and the authoritv to achi£-ve si::-rious considEratiun of its . -
r·ecommt·ndat iuns. The roll· of tht- ministry has to be- an active one. so that the 
stratt:bic priorities of industrial gro,..th can be determined and the 
legislat i\·c- and institutional support for industry can be directed in support 
of these priorities_ 

In this context. th<- question of technology policy is a central issue. There 
arc· no t,eneral solutions to it. Technology policy is not only a mattl"r of 
crc·atin!; institutions or national information centres. In fact thesl· 1'ould on 
thdr own bt: probablv \·ery ill-focused instruments. At the institutional ll·Vd 
the nc·t·d is for spe:cifically targeted action f..Jcusing on selt:cted kc·y 
problems. It has to be- intimately link£·d with the examination of what the· 
dcsirf'd industrial srructurc is to bf-. For LDCs. the most important 
considr·rations 1>ill !Je the n,ed to c·conomise on fore:ign exchange. tt) cn:atc 
small-scale industtiE-s. to keep machines operating. and to make as much use· 
as possihlf· of na~ural resourcc·s. The necessary improvc·ments in infrastructure 
:rncl sfn·in·s. togc·ther i.:ith the ir.dustri.'ll requirem£·nts of such dt·vc·lopml'nt. 
will also df't<'rmine the kind of technology development required. 

'J.. J Linkages and rural development 

,\ct11.1l and pot<'ntial l inkap,c-s constit11te rh<' main buildlnp, blocks of c·conomic 
clf·vtlrJpmt-nt Bc·cau~a· of thf: heu·rogent-itv of manufac!!frinr; compan•d to o:hc:r 
st·ctors. the· number of pot(·ntial linkagf's both within the- sc·ctor· and with 
oth<'l" part>. of th£. t·conomv is enormously large. Partly bci:-ausc· of tlitir n11mhf·r 
and variety. such links cannot be planned for. Thf' most that can hf· dom· is 
10 cn·atf> those conditions in which tht· potential~ may most rt·adilv lwcomt
n-alitie·s. fn l.OCs in particular. many of tl--,c intra-industry linkag1·s will 
clf'riv1· from import suhstituting activitif',;. where inputs to .1n industrial 
pr·occ·ss wi I l hf· obt.ai n<'d from a new dl')m<·,;t; •.: p:roducc·r. 

Thf ritllf'r I ink;1gc·s. with ay,ricultun.-. mi.ling. and sc·rvir.e:-.. may ,JI 1 in;t ~.;ip,ht 
appNff to bf' 1:asit·r of rC'alization. But the prospect~ ar(• crucially <IPpt:nch·11l 
011 th1· ckv<·lopm£:nt of appropriatl' i11frastruct1Jrc• -~nd Sf·rvicf's, 
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l t (·;111 t twr. l n1·.:· bt: s ... i- t h:t! the ::l t ,,f pr,~'.·! ,·ms :i! ii nL1r.•· ,;·1 t .1r di :;,·11ss, d 
:~rt: clos,·h· r•·L1t.·d tu :hos. ot rural dt:\"• lorm.:111 <•S!'•<"Lil !·•.bu• b\· IH' m•<•n~ 
c-xclusivt:l\· to those- ot :igric11ltu1·..- industn: link.1r.•·I ...1ml to sm:tll :>t:.tl• 

indust.r\· d£·\'(·}upmt·nt (both bt'C:1t1St. ol tht" !imittd scor•· fo1· th.: state" in 
achiC"ving a di\·c1·silit.:d manuf.:icttffing st:Ct•n· .md l)._,·Jusc· <)t the th.:td tu 
t.:ncourar,c cnt i·.~pn:·nntrsh i p as \: i dc- Iv as poss i bl ( ) . ~ .... , . .: n ht 1 c ss t ht t·c· .:i i-c 
special char.:icteristics of thes•• tlo;o qu.•stions "'hid1 d.:·riv•· from thf" fact :h...1t 
thc· subjl'Cts unde:t discussion arc· tl:osc of luc.:it ion and ot sc:1lc·. 

~ith rt'spc•ct to location. the a\·ailabilitv :md •iu:tlitv of .::;s.ntial 
infrastructure-. services and e:n~rg\" supplies is clc·a1·h· ol ttw fi1·s!. 
importance. In general. thf'se qm•stions han? to ht· b1·oui;ht to th.: c•·nt1·.._ ot 
thf'· discussion on industri-'ll developmt::nt in LDCs. and tht· needs ot industry 
ha\·e to be fully considcrc·d in the- dc·sign and pLrnning of infrastnxctun. 
energv and transport projc·cts. (Tht:· contribution to be mJdc bv industrv in 
such cases "'ill ht: addresst:d in a later stction_) Equal 1'· important h:>"-'t \·u· 
is the need to bring thc potential nc-e:ds of industn· to the- tordront. In s0me 
cases for instance. the extension of the nat ior.al grid to a particular 
location mav be carried out in orde:r to reduet:· th( dept:ndenci: of on(· industrv 
on a petrol powcri:d generator. Howel."er. it would bi: dppropriate to ~onside:r 
also the potential efft-ct on the c·stablishmcnt or 11<'1" industric·s and tllf 
possibilitif·S of hand- or lo'atecr-po...-erc·d activities also m_1king use of th(' 1w11: 

electricitv supply. 

With rt:spe'=t to scalf-. the· ;-ieerl to di\·ersifv throubh the· t•stabl ishmu1t ot as 
many industries as possible is only part of thC: ston-. lt mav be· ditf icult or 
impossible to mohiliz•· im·Estm(:tt capital .:·:-:ccpt in small amoxmts. acting as 
a conclusi\·e dctc•rrent to the f·stabl ishment ol lat·g,. ·seal,;: pr<idurr ion. ;\ 
number of small est.ab! ishmc·nts alsri mt:an th:1t th..:· risk!': of failure· arc· morl' 
widt:ly sprc·ad. and thus that scv.,t·al industrial failu1·<·s "'ill not 1at-an th<· .. mt 

ol al 1 inoust rial possibi lit il·s _ 

2.4 International support 

7..4.l The progra1111e approach 

The problt·m of aid co-onlination is 011<: which ha!; h•t·n ad<ln·s~;rd t)\· tht 
intt:rnat ional community at s<·vc·ral li·V(·ls, throuhh i11t•·q-,ovc·rnmc·nt:il hodi1 ;; 
sue h as t hc> D:\C. t hf' Cove rn i nr, C ounc i l of th<: l.'~·lUP . ;,ncl ;It r ht:· na I i on:.J l • \'l'i 
in LDGs tht·m1gh Round Table: Conferc·nn·s and tht· continuin~~ activiti..:-; <ii t'~.[)f' 
l:{c-sicknt Co-ordinators. tlow<·V('r, co-onti11ation pt·ob:slil\· 11t.·l'd~; t<> h•· m•JI'•· 
;1r;fi\'(" Tht· scrc·(·ning and cro:;s·rhc·ckinf, o{ projt·cts t,.t,.u·n clonor:; i:; in 

pr·actic•· <>f r,r(·at import;111c£-: a! th•· s.1mi tim• ihi:; •>I ir,:.!I 1.o:il! 01il\ 
··liminc1tc inconsistC'ncic·s from \Oithi11 a nan·o,. ~;,1 ,,r ch.ii•·(':;. Tl1< 
rc·con<' i l i;1t io11 ot pro jf·<"t s and p:-or,rammt·s t rom di I I• r1·11! :;n11rc. !; i ·; oril v " 
fir!;t :>U:p tow.1rd;, rf'al co-ordination. "..'hat i:; 111•"rkd i:; th•· co-<>rdi11.irt<I 
prt·paration of prop,rammf·s. from which indh·id11al pr0j.·ct!; 1b111 d·ri,·· Thi:; 
m£·<HlS a much closer in\·ol\-c·mC'nt of the· I.DC crHwr·r11dl i11 rtw pro<'1·:;:;, .;:; i:. 
:;l'r(s!a·c1 in the· lJNCTAD l'l8'l R<·pon 011 1.l11· l.Dl'.!:. llo.,..,.,., r .. 111 l.IH' nftrn [.1cb; 
tlh· inform:1tion bas<· and ;111alytical n·:;ourc·t·:; to 1·;1rrv ,,111 :;11Ch pror,r.1111111i111:. 
£·X£·rc·isP!; on irs own. rspt·ciallv r,ivrn rtw incr·•·.1:;i11r. i11I• rr1:il io11.il i;·;it i0n o! 
s<·ct ors .r.11ch .1!; i ncl11:;t ry. In :-;omc> ca:;c·s this i :; .1 I ::o 1 nw of hi! .1r 1 r;1 l 1lo1111r·;. 
who::c· clc·vc·lopm<·nt .1:;sistanct· agt·ricic·s mav hav•· limi11d ::Lift for proj1·cl 
apprais;il, l<·t alorw prop,r.1mmc· df·vc·lopmcnt. Thi:; m• .in:: rh.ir p:trr j,·1ilo1r 
impnrfancl· attadu·s to the· rol1• of tlw s1·c!0Lil ap,i n•'l< :: ot rtw l'nil1d N:.r inw; 
s 1.rsti·m. lJNIDO h:1:. for ~;om~ t imc· now b1·,·11 rl<"·:c·lopinf, tllf' prof,r.1mm1· ;q.>pr".id1 
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to its t,dmic.il .:.lssisf.tll<.:< .i«ti·:itiLs in th•.· litld ot in<lu:;rn·. o.la1·L 
J.ll:tl-.·sis cf the probluns ;,ncl pr·io!·i.ti.:s ot :;._cto1· ! ... ;,Li t(i ;1 ,;,1·[.:-:.; ,,f 
disi.:t·c·te but intL'lTt.'Litl:d proj1..cts t<.> :.k.:il ...-i.th tht' pt·oblt:us -.,f :.ts 
dcw·lopmt.·nt. Thi.s 1.;ork h..is l.:·..i<l to spr-.·ific :.ictions i.11 the.- tidd ut 
agricultun::-r..:l.:itcd industrv dt.·\·clGpmu1t 1.;ithi:i th1.. fL.tmu.;ork uf thL· 
Industri.: .. l Dc,:elopm~11t ["\t:"c:.idt::· for Afric;1 and it h:.s bcn1 c.:HTi.cd out in close· 
consultation ,.-ith FAO. 

Imlust.t·ial plannin6 projects offer an import.:11•t r1..sourcE- for implernc·nt in!; ;i 

programme approach. l'NIDO l1as considE:rabJt- C'Xp.::ricnce in tt-dmic:.:.il cu
opioration activities. including in a numbc·t· of LDCs. Dct~ilc·d .. rnd i:::-:tcnsi\·E 
consideration of the industrial ~·esout·i.:es and opt ions .>f tht- count n· .:one.: niLd 
can include data collection. strcnr,thening c.'f institutional cJ.p."bilitic·s .:rnd 
the identification of strategic e1nphases for industri.::il gr01o."th and the· pol in· 
instruments nc-edEd to achic·ve it. Thes( acti\"itics off.::·r consid;;rablc s::.:opc 
fer the identification of Externdl assistance t·equin::mc.-nts in t.ht fr:.tmc...-ut·k 
of a national industrialization ::;trategy. 

Another relevant example may be CHDO's 1o:ork in th.: fit:-ld of ngional pol L::· 
issues. which has le-d to the de\·cloprnc·nt of an inte£,r<itc·d iudustt·ial 
development programme for the Prefc.-rc·ntial Tradt..· ,\rc-..i for Eastern and Sr>uth..,n1 
African Statt:s (PTA). The object of such acti\·itit:s is to pro\·idc· a cohd·ent 
portfolio of projects which can be financed from :>e\"C:t·al sotirces. :\or do th.:·v 
nccessari ly have to be executed b\· [:..;{[,'). The\• du rc:m.Ji11. hov:t:\"CT, a 
consistent set. and address major elements of the· countrv 01· region's 
industrialization 3trate£,y. 

J..4.2 The indusLry contribution to development projects ir1 other 
sectors 

The nef'd for co-ordi'lation is important n<Jt on1'· t:ithin th< indust1·i.1l 
de\·elopment acti\·ity itsc-lf. but ,1Is~1 D<causc· 1.here :.ire· i.mp•Jrt<111t 
possibilities for stimulating local m:;:1utact11ring in L[l(~; through th;:· 
considc·red use of developr.!ent projects i.11 other St.'ctors. F.xampl1·s of tl1i. 
i~1cludc l:irge scale as;riculturc·. health. 1·ducat.i,)il. and infras:.ructun· 
projects. Thf'se fo1·m the bulk of the· OD:\ targt·t~· lo.'ithin L[)Cs. and industn·. 
as alrc·ady not£·d. has not bh:n rc·gardc·d as .1 first prioritv fot· t<-ch11ic.1l co
operation activities in most LDC!;. Ho\.."(\'cr, tcchn1c.il .:o-0per;1tio11 in !lit: 
sect.ors rncnt ioned i.:ill inc:\·itahly i:l\·olvc th< us£· of manuL1ct111·cd pnicl11cts as 
rn..!tcrial inputs. These· proclucts i.:ill U!;11;1\J\' bt· imponc·d. Y(·I thc1·,. m..i\· b< 
considc·r.Jbh· sc0pe for using some of the· tl'"clmical co-opl'1-:itic11 <iCti,:itiu; lo 

stim11latf' local indust:-y. by e-n1:ou1-.1ging 01· ,,,·c·n taking into consid1 r.1t ion th, 
posf;ibilitv that th£· ma1111fac111rint; s£·ct0r i11 the: LDC c'111cc1·:1c.d tor in ,; 
nc:ighbo11rir1g LDC) might bf· in a j)()Sition ttJ s11pplv ;it 11·,"iSt i.I r .... nf th1: 
pr·od11cts ncHh·cl by th(: projc·ct. :\nalvsi:.; s11~·,.~r·sts that rh,·rt .1r<· :;1-.·•.L1l 
rc·ason!l i.:hv this does riot. t;1kt· place <it p1"<s1·nt.'' Thct"l i~; 11su.ill•; 
insutficil·llt irifrirmal ion nadily av;,iliiblf. 1·\·•_11 \.;ithin th< country. ;1b1Jt1t th<
kinds of proclur.ts I hat arr· or cuul rl r·;1s i I,. b•_· ma1111f .wt un·cl thf·r1· . .tnd t !1, rt: 
is i11s11f ficicnt considf':-;:t i011 of the· is:;1lf· of loc;il i11dusr n·';. pot<r1t i, I 
contribution bv al 1 th0s'..: conc .. rncd with thf' pr0_j1ct. incl11cli11g f,O\"t.rtlrnLn!i;, 
hilat.r·ral do11or.c;, mult il.11tr.1l oq·.:H,i:'.at io11~;. prnjc.ct ma11;,i;1·rs. c·tc. Tli1rr a1·t· 

of co111·sc· pr.tel ical diffic11lt j,.;, in purd1..io.ing pron·J11rco., and th<·rl' ar.· ;iJ~~fJ 
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,:onsidt:L'.ltiuus L'I quali.t'. ci!ldcust t<• h\. Lik(ll intv~lCL"Otll1t. ~t\"lrtt1t-lc-ss it 
is c.:I~.;r th.H ~i pot£'ntialh· imrorLmt stimulus to industd:.ili=.1ti011 in LDCs 
ls not ro::cc.i\·ing sufficient cc'nsidu·,1tinn. BEtt.:·r inf<Jrmatioc; S\"St~rr.s. :.i:td ~i 

no: .J.f•pro:.ich to project formulation .:rnd implc·m£ntati.un ~·ould lcc..d to 
si[,nificant bc·ncfit:; for thE manuL;cturinf, SEctor in LDt:s. tht·ough link.:.;!;.:· 
t.:ith the· 1.·id( \",-.t·iet\" rJf t.cchnical r::o-opcr.:;.tion activitit·s ' .. ndcr 1.·.:i•: in thf·Se 
countries. 

J . CONCLUSION 

Th£ pn:se11t p.:,pct· has e:·:plc.'rtcd some of the charactt:·ristics of indust n· in the· 
LDCs. :iild some of tl~t:: obstacles in the path of progn:-ss i11 industrial ~::.ltion 
in the futLtr(. Th.: analysis is.:;. pt-<:liminan· one. and v.·ill have to bt furthc-r 
dt::\"f·lopcd in the contExt of a l.'i.dcsprec.d re·asscssmu1t noi.- under 1':.r: in both 
r!c.:\"t.·l0ping and dn·.:·loped countries of the- role of trw state· in industrial 
de\·c·lopmc.·11t and the role· of de\·clopment assistance in the achic-\·t:ment of 
s.:·lt -sustainiur, .r,roi.-th. The conclusions to be r€ached at the Second United 
Nations Conf1-r.::·nct:- on the Least De\·e·lopc:d Countries i.-ill pro\·ide a basic 
framn:ork fen· such anal•:sis. ~t:\'Ertl1dcss. it is possible to SUilllll.J.ri::c· the 
preliminarv conclusion of this ~resent paper as follows: 

A. Ci\·cn the· number and dispct·sed locations of LDCs. there- is a temptation 
to se~ thc·m as being too diH·rsc· for any common solutions for their economic 
devllopmenl to be p~oposed. Hol.'ever. manufacturing i~ the LDCs docs exhibit 
a numbet· cf oroblems which art:- almost uniformh· present and on which a dcgrt·P 
of common action could be· dt:-vised. 

B. ,\ll LDCs ha,·c small manufacturing Sl'Ctors and their industrialization 
prospPct s r·est on the cre·at ion of. rt(:ll.' i ndu,·tr; E.S. 

C. Establishment of nc~ industries means that the supporting .:-nvironmcnt in 
tc·rms of policy framH;ork. industrial supplies and sen·ices. infrastruc;1!l'c
and market access all have to he grcatlv improved. 

D. ·,;ith rC'spect to the· policy fr;:;mf"11:ork. the major issue at the national 
lt·\·cl is to n·cognize tliat in spiU· of the· small si::t:· of manufacturing 
activitv. it offc·rs in many cases thP. oulv long-term growth prospe·cts and that 
whether this 1.'ill evr.·r come· to pass is bf:ing c!r·tl'rminC'd bv decisions being 
taken in othc-1· areas at thf' national level. 

E. Ari immediatt: implication of this is that industrial growth has to be 
n£·ar(·r the cc·nrn.- of discussion on national policy. either through a grea.lrt· 
importance tor a ministrv of industry or through industrial policy h~coming 
a major part of economic dc-vclopmcnt pJ artl1ing. 

F. The potential role· of industry in the· df:vdopm£·nt: of ag1·o·inctustrial 
complo;u; nu.-cls f11rthc·r examination in tc·rms of the potential linkages bc-twft:-n 
abi·ic11lttll"( ac; a supplier of th£· manufacturing sector and as a usr·r of 
manufactured products. From this point of vic·w. then: must bi:- incr(;a~;1·d 

conc(ntration on the agro·rclat~cl metal working S(;ctor. and also on 
t.~·rt i I iz<:rs. prsticidt·s .:me! fishc.·rics devc:lopmt·nt. 

G. In viM• ot thf· m.:ip,nit11de of industrial de•1<.·lopment rt::quirc·d in LDCs. a 
primary concc·11t r:1t ion wi 11 have· to be, made on providing th(! right envi ronm1·nt 
within which inc!ust·ry can grow. rathr·r than concr·ntrating capital <Jncl human 
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projt·cts. 

H. ~:ith ?·csp.:·ct to th..:· poli~\· iram.:1o.ud:. this lULinS both :1 ~;t«.J.!tt· ·m~·h:isi..s 
on th.:- o\·t::r.111 industrial confi!~ULJ.tion th.it is b.::in.€. s·~·u~;ht. r.tth,1· th...;i: 

emphasis on indh·idual projt:cts. It .llso me.:>ns d t·.:duc.:-d l"•Jlf tur thf .'.~citt. 
and a rc-duced diversion of mana& .. :mt:nt n'sourc.:s. in ttt·ms :)f aciministL1t i'>·t: 

on:d1eads both for th.:- gon::rnmcnt and for thE: pri\·atc SE:ctor. 

I. Civen the limited dtgrE·e to i.;hich .:·fficic·nt marktts ha'.·.:· de,·dup..::d in must 
LDCs. and the pre5sing nature of the e-conomic problems t-:i th v:hich the: ,ff( 

faced. there will remain for the toreset'able future much scope for· =-.0\·t.·n:mt:nt 
initiati\·e in nc"' industrial denelopment. This c.3n b.c both to ..:·ncotn-at;.:· thE 
invol\·ement o( the em12rginb industrial entr12prEncurs and also t::> pCl\.·irJ.: 
rcassurancE: to potential forE:ign investors. 

J. To achieve the necessary economi.:·s of rcsotirc.:•s. 1r:hethc·r <l:Jffi<'St ic ut· 
external. for industrial development a major concentration of public polic~ 
should be in tcrius of supplving the· appropriate transport. communicatiuns. 
energy. servic:es and information facilitiE:s needed bv the manuf1ctul"ing 
sector. 

K. The needs of human L·1esource de·,·elopmcnt for industn· implv e;:tensi\·c 
activity in institutional develcprnent for the specific skill requin:·md1ts of 
modern industry. Nei..: methods of training i.·ill nc-.2d to be applit:·d. 

L. Technological dfl·c·lopment in LDCs •:ill be· conditionc·d bv tht r.1.;jct· 
devdopment priorities and industrial f·rnpha;:;cs chose·. and should thf·nfore 
concentrate on the ag>:c,-industrial comple:·: .Js "'ell as t~lt:ctrical po1o<cL· 
genu·a ti on and di st ri but ion. communications and int orma t ion t ec hnol oh i c·s . .:snd 
transport svstem. Institutiondl dt\·e:lopment in this conn.::..:ion ..-ill lltL·d t•J 

concc·ntratc· on assisting diffusion of cxitir1g tcchnolot;v i-.1thu· th;;n a 
largc-·scalc.· sc·arch for rn:...- soluti•>ns. 

M. Although official dt•t:lopm~·nt assisL.1nc. is of (·normoqs tcur1,,;nic 
sir.nificancc· for LDC::s. onh· a '.·cry small arnoun• has bt.·o.:n ;ij1·c·cttd tr, :h(· 
manufacturing sc·ctoL Considc·ration sho111d be r,i\·c·n b,· th• donoL· romm•init'.· ;!s 
to means by c;.;hich this could be incrhistd. This V.:•Juld b..:· cspcci.1llv ll•·•:L;;>.Jn· 

in terms of attc·ntion to priorit\· a1·c·as 0! industrial hr0\.:th =rnd rht.ir 
contribution t0 th.:- satisfaction ot basic hum;in needs .ind 0\"1r.1ll ••:"n<>1uic 
df·V(; I opment . 

N. Consicft.r;1b!E· scope· t•·:d:.;ts for irn·olvem1nt r.>f le ii indu<;t1·•; in dc-:.-lr•1•m.-nt 
projt·cts undc·rt.aken in otht.·r secto1·s 0f I.Dr:s. This c:lll be· achi(·\·t-d th1·u111)1 rJi, 
d1nloprot·nt of bctte:r ir1form'1ti0n s\·stuns as to tht· c<Jp;.llilitic·s ,,f local 
industry .1s wc·ll as 1hrough the t·xplici• crm:;ickration. -it H.1fi1J11 . .ll .ind 
int<:rr1.1tional ln·d. of such possibilitif·s. 

(J. Giv!.·n thr· imp0rtanc't· qf rn,l!J\. ir1lt·rnati0n.1l !;(·n·ir·(•;. !.•wh .1:~ .iir 
tr.•n:;pr.rt, shipping. b.1nking !;C'n·ie"t[;. mc·di:1 ;1nd tcl•:comrn1mic;irinn;;_ fnr th.-· 
ind11stri.ilizati0n prnspr·C"t!: of. l.!Ws. it "'01ild br· clt-::ir.Jbl(· for m<ir.- t:·:plir·ir 
con!;id1·1';1tion of th(·Sc· rp.1•·sriow;. <'r.pccia!J·; riirour,li th• f11nhr1-.1nc1: ,if 
dialog11•· b1·twce11 t.lw ditfc·nnt int('r •. :;ts in\"<>lv1·d. Ci.\"fn th1· rvLtti\-.·I•: :;m.ill 
importance- of !.!IC:; ff) ir1'...(·rr1.1tir>ri;tl ·;'.·:;t1•rn:; of thi:: ki:1d. it is ft-lt rli.1t mCl1·._. 
dccommoc1at ion of LDC: 11c·.·rb coq]d tw ,·arric·d 011! nL1! i\·1·!v ;.i.iinlc:;:;J•: ... ncl 
that th<- infl'rllation.il cornp;mi1:~; in\'olv!d co1ild, p<rli.ip'.: in .1 di:ilo>;'H i.·ith 



durwr f,O\'t'·rnm.:nt:;. h< .:ncrntr-,if.•d to cm1t1·ibutc to ,1 r,·duction i11 the· 
·~un1~1:,:·.1ti\, isnL;tion of LDt:s trom tht intc·:--nation.Jl E:cor1omic S\'St(m. 

l'. The considcr:!blt: t-:·:pt ric nc..: that no~: cd;:;t s Lit 11;;.t ional and int.: rnat iun,d 
lt\'t] •)f thL ;,p!J]iC.'.iliOll Ctt diffC·l'(llt Stratcgic-S and rolic~· instntmC'ntS to 
beth Ll1Cs .md othtT cnunt1·i.-s industri:ili:::llion netds to be analvst'U in :ht: 
lit,ht c>f knowl(df;_t of t!tt •:<iys in \>hich industrial svsums dc\·e:l0p tlu·ough the 
init Li:- ion and the g1-01-:th of indiddual E-ntt·rprisc·s. c\s sc·t out in the l;~dDO 
p.ircr submitted to t!tis conft:·rcnce:." the nt·cd to anal~·se in dc·pth the 
i11dustrial s'.·sttms of tlw LDCs is hE-iug ncogni::£:d through thE- intn1ded 
pn:p.1ra1 i0n of a detailtd Pla11 of .-\ct ion for Industrv. 1-:ith rE-cormuendatiuns 
on ;,.::tio1•s t" bf taku1 at the- sE-ctoral. national and international lE\'cls. 
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