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SUMIIARY

Existing entcrpriscs in The Lebancn provide a sound basc for
industrial expensicn, Judging from a srmple of about thirty medium
and large establishments, thesc are competontly managed and heove good

facilities, aggrcssive morketing, and effcetive preduction control.

A systematic procedurc is described for errrying out the planning
of nn industrial developnent progremac by mecns of objective appraisal
of the growih petuntinl of individuzl micro—scctors and their compati-

bility with Lebnnese humen snd physienl resourcces.

This proceiure has becn used to preparc a sreliminary list of
suzgestions for attroctive develepment opportunitios, together with
a pattern of activitics of the CGovornment which will stimulste this

L=

growth.

A progrzmme is presented for the formulcotion and implementotion

of a government industrial strascgye.

4 recommendotion is made for the crection of a Ministry of Industry

with adequnte professional staff to corry cut this stroteiy.

To provide a stimulus for this pregra.amc of industrial dovelopment,

o proposcl is offerod for UNDQ{UNIDO Toechnicnal Assistance in the anount
of US$1,625,000 during the period 197276
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INTRODUCTION

Definition of Mission$ The purpose of this study was defined as

follows: "Subscriber will work in close co—operation with Ministry

of Induptry(ie.e., industrial gections of Ministry of National Eco-—
nomy) and Ministry of Planning. He is expected to survey the struc—
ture of industry in Lebanon and asscss its potential, to advise Go-
vernment on formulation of industrial devclopment plan and policy for
increasing the share of industry in the country's GDP." (UNIDO Spo-
cial Scrvice Agrecment PP T3/81/UP - LEB-121-A/Rov.l (T4/1D)).

Shedules I left Wachington, D.GON3 Scptember 1971, was bricfed in
Vicnna T September, and began ficld work in Lobanon 9 Scptembere I

plan to complete ficld work 1 December and to be debricfed in Vienna

7 Decembors

Administrative Relationships: T rceecived local bricfing at UNDP Head-

quarters in Beirut 9-10 Scptcmber, and waus given very anrtiasfactory
office facilitics znd exceptionally cfficicnt scerctaricl scrvice
throughout my micuion. 1 was provided with transportation to and from

the officc and: froequently at other timce for outside vigits.

My major liaigeon with the Government was with the Dircctor General '
of Plonning. He assigned me 2 private officc close to hig own and made
nimsclf readily available for conforcnce at all times. He provided an
excellent part=time counterpart, who froquontly used his personal auto-
robile for outside calls on which he acconpanied mees I hnd numerous

oLhor contacts in this Ministry, including the Statistical Centore

In thc Ministry of National Econony I wns rcccived by the Dircctor

General of thoe Departnent of Industry ond hed very close rclationship

with the Burcou of Industrial Devclopmenta




The - Assccintion of Lebonese Industri-lists was especizlly helpful

in providing information, noking contacte, ~rd giving me counterpart

assistonce on o number of cnllge

I wag roccived by the Dircctor of UNESOB and had nuncrous other

contacts in that orgnnization, particularly with the industrial scction,

My rclations with numcr:us departments of The Amecrican University

of Beoirut worce wery constructives

I maintained closc contact by confercnce.and reports with the SIS
projoct for short-toxm "Investment Promotion (industry)” and in this

way Ve avoided overlapping in cur rcgpective Programsa

AN

Thrcoughout ny mission I vas accorded cordial rcception o~nd whole—

hoeartod cooperation on cvery side.

The m.thodological principles herce described are not nowe They have
becn avolved over nany ycars by my collcagucs ond me at Arthur Ds Little, ‘,
Inc., in consultation with privete firmg and with public agencies in nany
devecloping dountrics., Thoy have been swinarized in nuncrous puvlications.
Hhat is novel is their adapt~tion to the particular problems of tho Leba—

nescé econctiye
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CHAPTER ONE

AN OVERVIEY OF LEBANGSE INDUSTRY
AND ITS POTCNTIAL

Most of my plont visite,cbout thirty in all, were made to nediuvm
and large estmblishments. The snallerst sizc of operaticn whick I saw

had arocund 40 employcess

Although tinme did not pernit inspection of smeller cnterpriscs,
which would reccuire visits o o consider-ble number to obtain a rcp-
rosentotive somple, I wos able to observe thce operations of guite 2
fow a8 I pessed then in industrial arcas and in nid-toun locations.
They appearcd to be conducting their work efficicntly =nd with atten-—
tion to quality of products

Charncterigtics of Existing Industrye Within the limitations of the

extent of ny study, I wns vory agreeably surprised by tho nggreesive-
ncss ~and quolity of thesc cntcrpriscsa Sovoral had showm guitc spec—
tncular rotes of growth within a decade. A nuiber had just moved into
excellent ncw facilities, and othors werc planning to d&o so in the ncar

futurc. !

Managunente I found the nonsgers and oWher-aonigers to be conpoetent,
intelligent, cnergetic, sclf-roliant, progreszive, and rcenlistice Mony.
particularly anong thc youngor group, had had training in technical
fields and/or busincss adninistrotions They showed good sclectivity
in their use of outside scurces of help. As o class, they rcepreascnt

a very vnlunble resource to the country for the cxpansion of the in-—

duetrial gecltor.

Many cited the freedom of sction affordcd by the Lebancse environ—
nent as a major rcason for being here, although thcy thought the ccono-

nic climatc night be mgio fovor-ble clsewhero. They were philogsophical

nbout the lack of vigorous policies of the Governnent for cncourcging




industrizl development ~nd about burcaucratic friztrations. A onall
nunbcr were giving consideration to moving to other countrics for

thesc reosons.

Marketing., The marketing postures were, as I cxpected to find in
Iibanon, aggrescive and intelligent. In some cases exccllent use was
being made of technicnlly tr-nined perconncl in the stles activitye.
The nerketing instidet did not, however, dominste the situntion to
the detrinent of cound monufreturing practices in the nansgers whon

I mCto

FociliticseThe rlanbwere well lzid out, wit.in the limitations of
their oporating nruns. end the flow of work was rotionnle Equipnent
Wag cuite good and in some cascs very nodern. Scveral would qualify
as being excelloent operations equal to ony in the world for their sizc.

A -

L owTe e .
SSOncrntions. Thu organization, scheduling., and supervision of
pmOperations .

" ~1abour appearced to be efficient. In those enterprises with en~
{ ginee ng perconnel, good usc waz being made of their skills,
and technical service to customers was in some cases of very
E7¢* high offectivenese, Maintenance scemed to be good

Unusced Capacity. Some cnterprises were operating at full cnpacity and

were expanding facilitics rapidlye. Othors had lost cxport volune and if
narkets were available could easily double or treble the ratoe of produc—
tion by cdding cdditicnal shift crews. lhere roduction hod boen made in

Beialo “of  operations, the change had been carried out intelligently.

Gooertunitive for Growths As cther developing countrice eoxpand their

oun manufacturing to supply their internal needs, Lebancece industriés
will suffer some logss of exports for conventional products. Hencce the

challenge ariscs to up—gradc technology ond sophistication of skills to

develop other opportuniticsa.
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The textile industry is a grod cx-mples It is a fovorite in all
developing countrics becausc it is laber intunsive 2nd supplics a local
narket. Technelegy and cquipment are rondily available for nore routine
products. The Lebanon is at a disadvantage vis-—a—vis lower labor costs
in lcss advanced countrics, Thercfore to compete successfully it rust
lock to opportunities which offer higher valuc added through seleocticn
of ccrmoditics with greater use of specialized skills, such as roadsye

to~wear garments,

Governnent Activitices .n Behalf of Industry

Public policy has formerly been based on 1oaving the industrial
acctor o private initiative, with cnly modest involvement in incentives
for growths The result has been that the agencics ccnccrned with in-
dustry arc, now that cxpanrion of monufocturing is fovored, vory inade-
quately staffed, porticularly in regnrd to technical perscnncl, The
procedures, too, are no lenger acdequate if the benefits from developnent,

in employment eond contribution to the cconony, arc to be attoined.

This pubject is treated in more detnil in a later scction. Suggesticns

have also been formulated for ways in which the government con stinulate

incdustrial growthe




CHAPTER THQ

SELLCTION AND FVALUATION OF CPFORTUNITILS

FOR _TNDUSTRIAL GROVTH

Thir chapter, which provides factual background for the recom—
mendations to be made, covers tvo main topics: (a) systomatic proce-
durca for seclecting and evaluating opportunities for industrial de-
velopment, and (b) preliminary sugnestions of specific projects for

more thorough investigation of potential (Chapter Three)e

The pequence of later chanters is: Three "Preliminary Sugpestions
of Opportunities for Inlustrial Developmenty Four, "Formulation and
Implementation of Industrial Development Sirategy"™; Five, "Government
Activities Needed to Promote Industrial Growth": Six, Y"Pronosalg for

UNDP/UNIIO Techrical Aseistance for Implementation of the Strategy™.

Detailed memoranda on a number of subjects are attached as appen—
dices to supnlement the discussion in the bedy of the report. Most of

them were written carlicr in my mission.

Tho methodology described below iavolves much detailed study and
investigation, This is necessary to provide an adequate base for the
vitally important government functions of formulating an orderly indus-—
trial policy, strategy, and procedures Zor implementations Furthermore,
the evaluntica of develomment opportunitics musti be kept up to date by

perzodic reviews of accumulated information and the findings based thercon.

It is very logical to expect, however, that government agencies will
not wish to wzoit for the completion of this rather longthy procedure be-
fore boginning to take some positive actions, Accordingly, o shorter
scheme for prcliminary appraisal and selection of the most atiractive

industrial opportunitics, as discussed in Scction IT of Appendix I, is

prescnted in considerable dotail in the Chapter Thice.




Thege initial prelinminary approissals of Cevelepniont cpportunities
have an additicnal advantage, They ncke clearer to planning agencics
the gencral principles of techno-cconcmic cvalusticn cf nicro-scctors,
and they denonstrate the renscns for the detailed investignticns in the

full schedule of the epornticns which are recorrionded,.

METHODOLOGY FOR PLANIING INDUSTRI/I, DEVILOPMENT

Beeruse the lack of profecsicnal personnel has proevented the for—
rulaticn of methcdology fer formulating an industrial doveclopricnt stro-
tegy, the situnticn calls for the initiaticn of a systenatic approach,
if the full benefits of cconcmic expansicn arc to be renlized,  Acoore
dingly a quite detailed discussicn of appropriate nothedology is  prow-
sented in Appendix Ij the procedurcs arc summarized in the following

paragranhs,

The first requirement for this corderly appraisal of developnont
potential is the preparation of an array ¢f industrial nicro-scctors
to be considercd, arranged under najor categorics of industry. It
should insofar as possible follow the pattern of clazsific~tion for
statistics collected regularly, as, for cxamplc, in censuses-of manu—
facturcs or export-import data, but cven in countrices with vory Cetailed
factual infermaticn, the subdivision into micro-scetors is finer then
the uszual statistical scrics. This situcticn arises from the desirability
of defining the array so narrouly that naxirun homegeneity in econonice
and technologicnl characteristics is achicved in the nicro~sectoras, The

list should, of ccurse, includc both branches of in“ustry alriady exis—

ting and those which reproscnt new oppertunitices




The opproissl procedurc is then carried out for the cntire array

of nierc-~secters in four scguentinl stepse

1, Preclininary Scrcening $o Sclect Pronising Opportunitics.

The details : f procedurc are dllustrated - in Table I of Appendix I

The array of nmicro-sectors in all major categorice is appraiscd in

three stages: (a) cvaluaticn by a simple seni-quantitative scrring

systen, of guncral chacteristics such as export potuntinl, l-cal nare

ket potential, volumce of preecnt producticn, availability of techno=

logy, and the profile of the industry; (b) in =~ simil~r nanncr an in~
dependent excnineticn of the compatibility with loeal hunen and physi~

cal rernurces, such as raw naterials, nonagerial and cperaticnal skills,
inveetnent enpital, znd inmpact on coployment; (c) selection, by scanning-thp
two types of appraimal, of thoge nmicro-sectors which have both attractive

potential and a satisfactory degrec of fit to national resources.

2, Critical Eveluation of Micro-Sectors Sclected by the Screcning

Procedure. The ruch shorter list of types of industry obtaineg from the
prclininary screening is then examined again in the sanc manner, but with
nmorc ripgorous applicaticn of eriteria, as shown in Table II of Aprendix T
The- stups are: (a) cvaluation of guncral characteristics such as total
demant, value adced, profitability,and re—checking of precent procduction
volune,availability of technology, ~nd profile of the nicro-scctors; (b)
rmore critical comparii 1 with local revources of raw natcerials, hunan
skills, utilitics, utiliz-tion of proluctive capacity, and strategic
inpact on the ccononys (¢) cross—comparison of the two sets of ecorcs

to give a final sclection of nicro~scctors which should be congidered

for implementationes These sclections arc based on cstimates of potential,

but then the nanner in which each could be brought to fruition rust be

studied objectively. Some are so pronmising that they worrant inmodiate




stirmulation of cntreproencurial attention, others reguire further in-
vestigation of feasibility, and still others should be kept in abeyance,

at lecast for the tinc being.

The final operation should be a quantification of the cffeet on
the econony which would result from implencntation of the nicro-sectors
believed to be ready for implementntions. This is best conc under the

headings of major catcgories of industry.

3. Sumnction of Impact of Proposed Infustrial Developnents., The

[T

next step is the proeparation of a combined cstimate of the benefits to
the csonomy of the implementation of the micro-sectors in all categorics
of industrye. The form in which this nay be carried out is illustrated
in Table IIT.of Appendix I.  Here the tabulation permits sumnation of
new cmployncnt, the numbor of new cnterpriscs, the capital required for
investment, and, although this column was omitted because of page. sizc,
the increment to national income from new venturcs. The chart also in—
cludes an analysis of the activitics of government agencies which woulcd

stimulate this volume of intustrisl expansion.

The procedures are illustrated further in“Prelininary Scrcening of

Specific Opportunities for Industrial Development® in “hapter I11.

4« TIncorporation of the Intustrial Develonment Projections into

the Wational Economie Plane The final stage in evaluating the industrial

developnent program is to incorporzte 1t into the analysis of the national
ecencuic plan, as illustrated in Table IV, Appendix I, This tabulation
makes it pocsible for the framers of national policics to deternine whe—
ther the anticipated contribution from the industrizl sector is large

enough, ~nd, if not, to take such action as is nececsary to stinulate

an increasces
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CHAPTER THREL

PRELIMINARY SUGCESTIONS OF SPECIFIC OPPORTUNITIES
FOR INDUSTRIAL DEVELOPMENT

As an introductory siep for the comprchensive techno-econonic
appraisal of incustrial development opportunitics, a preliminary screen-—

ing procecdure is very desirable, It has the following acvantages:

l. It establishes for the govermnent a compoéite picture of
the size and nature of the base on which an industrial de-—

ﬁnlopﬁent policy is needed.

2. It provides specific examples of nicro-sectors of industry

which appe~r to hold promise.

3, It nakes clear the need for more thorough tcchno-econonic

evaluation to justify efforts to encourage entréprencurship.

4o It points out the steps the government con toke to stimulate

industrial dévelopnent,.
\

5. It defines the nced for professional services to cntrepreneurs

which should be more widely available through quasi-public or

private organizations.

The potential opportunities listed below arc to be regarced only as
prelinminary suggestions. In no case was therc time for any investigation
in depth. They arc cderived from ny personal experience and from very help-

ful discussions with leading industrialists in several categories of manu--

facturing; to them I am very grateful. Obviously a thorough tochno-econenic
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4

apprairyl of all these suggeetions i ealled for; in order to set prio-

; rities on the basis of much more rigorous evaluation,

LY

I. Explanation of the Charts of Sugmested Opportunities,

The suggestions, arraaged as micro--scctors under major categories
of industry, are analyged under four main hialings: (A) time span for
implementation, (B) classification as ncw industrics or expansion of
those already in existenco, (C) govermment activities which would sti-
mulate devclopment, and (D) requircments which arc largely the responsibi—
lity of entreprencurs. Following the tabulation there is another section

of brief commcnts on specific ideas.

A. Time sp-n for implenentntion. Estimates are given of the period

1. required under favorable conditions to commercialize the development; up
to threc years is consicercd short term, 3 to 6 yecars is intermediate, and

morc than 6 years is long tern,

B. _New or existing industries. There is, of coursce, a considerably

greater risk in establishing an industry new to the country than in expan-
diﬁg\gxisting entreprises into rclated types of procducts, and accordingly
this factor ip includecd in the tabulation, By way of explanation, it should
be borne in nmind that I am often basing my scores on"mink<nicro-sectors’,
fﬂ;_ and in 2 nunber of cases there appear to be other opportunities in micro-—,

sectors in which there is already established manufacturings Furthermore,

I feel sure that therc are products being made of which I anm not aware;
for example, I have been given to understand that there is already sonme
production of essential oils, but I believe that there arc other types

which should be considercd. I have sometimes indiccted this situation,

where I have better knowledge of the facts py placing checks in  both

b L

columnns,

L




0. Governnent Activities which Would Stinmulate Deveclopmentae As my

assignment was to adivse tho government on strategics which could be acdopted
to cncourare industrial development. I have poid particular attention to
this subject in nmy studys. I realize thoroughly that there are usually sc-
veral sides to cvery question, and I have tried to follow the middle ground
in nmy suggections. The local difficulty in carrying out public pelicies

for incdustrial development lies in large measure in the extremely limited,
professional personnel in the government agencies concerncd with indusiry,

so that many important problems have had to suffer from inadequate attention.
This situation is the result of the former hands-—off public policy, leaving

the expansion of indusiry entirely to the private sector.

If the government is to play an active role in stimulating the incus=
trial econony, it rust make strenuous efforts to counteract this handicap,
which might be termed “laisgcr-too-much-faire". There is a great deal
that can be done constructively in cooperation wilh the industrisl coomunity
without in any way infringing tho prerogatives of privatc cnireprencurse.
Suggestions arc summnarized below wnder the headings: Major Contributions of
Government to Industrial Development, and Additional Forms of Government

Assistances

D, Activities for Which Private Entreprencurs Arc Chiefly Responsible.

In considering the apecial requirements for establishing a successful new
veptures, certain aspects relate so specifically to busimess feasibility
that they must neceesarily be the responsibility of the rcepective entrepre—

ncurs, For completeness these are included in the tabulation, and they are

characterized in a later sectione
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IT. Major Programs of Governm +t to Stimulate Industrial Devel omment

In preparing the tabulation of possible governnent measures to stimulate
infustrial development, five were voiced go consistently +hat they are dis-—
cussed herc separatély; they should be considered to apply throughout the

li<t of sug estions.

1o Industrial Development Policy. In practically every interview with

industrialists, they stated forcefully that there is no policy of thie *ype
and that the formulation of a positive development plan would be a great

benefit to the nation. Such action is being taken by a great many develop—
ing countries and is highly desirable in The Lebanon to unleagh the entrce

preneurial talents of its resources of competent industrial managers,

2o Trade fAprcements. Because the size of the local market in Tre Lew

banon is so small, expansion of industry will be very limited unless in-
creased expord of manufactures is brought aboute Strenucus efforts should
be macde to negotiate favorable trade agreements with those nations which
are now, or have potential as, impoxtant customers for locally made pro-

cuctsa

3oe Irduss o) Development Bank, The capital available for "industrial

loans", as contrasted with "commercizl loans", is mevercly limiteds To re-
medy the situation, an industrial development bank, of the type being so wi-
dely alopted in a great many developing countries and regions, is urgently

necded. Some considerations applying to the operation of z development bank

have been presented in Aprendix I,
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4+ Technical Informetion and Services, More and more, developing

countiries have come to realize that the government has a responsibility
to provide « source of technical information and technical services, par-—
ticularly for small enterprises, to assist the industrinl sector in its
efforts to grows The subjccts on which these services are most in cemand
are product specifications, raw materials, processes and equipment. These
prograng are most productive when centered in an autonomous technological
organization with a Civersity of professional skills for solving short-
term practical problems, 4 rccommeriztion for the establishment of such
an activity in The Lebanon has been made in a separate memorandum (Apren—
dix III),

A desirable extension of the technical service program, after it has
been well estnblished is to provide practical help to small enterprises on
techno-nmanagerial problems. These, which arc discussed in Appendix IV,
consist of such topics as accounting, marketing, production scheduling
and control, personnel administration, and the like. This direct service
to individual enterprises is often coupled with short training courses of

a very practical nature.

5« Investment Climate. While the Lebanese ¢ yvernment has expressed o

keen interest in furthering industrial development, actually the slow bu-—
reaucratic procedures, which in many cases arc the rccult of over-load of
work for a limited staff, tend, on the contrary; to place obstacles in the
way of ncu undertrkings. As an example, a number of manufacturers do not
attempt to recover the export credit on cutiable raw materisls bocouse of
the cumbersomeness and delay of the paper work. Others conplain of the fact

that they con not get firm commitments on  their tax liabilities until after

their facilities have been installed.
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III. OQther Desirable Activities of Government

Section ¢ of the tabulation contains ten vertival columns for
indicating sﬁecific functions of government which are needed to pro-
mote individual industrial developments. In the table as shown, there
are relztively few checks, and those are for the most obvious require-—
ments. There was no time for me to meke a thorough enough study of
the individual suggestions to determine their major needs for government
co—operation. Additicnal techno—economic assessments will make it pos-—
gible to specify the types of activities which will be of greatést ag—

sistance in eslnblishing sound undertalings,

ls Raw material importss. To encourage development, particularly

for the export market, thorough review should be made of schedules of
import duties. Changes made need not reduce the total revenue, but they
should be in the direction of assessing the logical distribution of
impact. As an example, cases have been cited in which the duty on a

raw material is higher than that on a fabricated article, a situation
that obviously penalizeg unfairly the local manufacturer who wishes to
integrate his operations backward to raw materials. Another case is

the requirement that, to expedite clearance, large quantities have to

be imported, thus producing heavy inventories which place a drain on

orking capital,

2. Iguipment Imports. The customs dutiecs on imported equipment

are very low and should be maintained at this level. In congidering
applications for import licenses, however, the authoriring agencics
should give greater consideration to the magnitude of unused capacity
already installed in the particular micro-sector of industrye. Now
equipment will normally be used to increase throughput or to provide
additional capacity, either of which can increase the problems of an

industry already plagucd by the inefficicncies of exceas facilities,
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Jae Exnort Informztion. Therc is little information on cxport

opportunitics made available to industry through government channels,
Therc is a plan to attach commercial or economic officers to embassies

in some important customer countries, and this action should be cxpediteds

4e Iryport Subsidy. Policies should be extended for encouraging

development in industries which depend for success on the economy of

gcale from export volume,

5 Start--ip Subsidies. In some cascs an infant industry neceds

special advantages during ite carlier years to survive and grow; where
their encouragement is in the national interest, as determined by
techno-economie appraisel, direct or indirect subisdy should be cone

sidered,

6. Joint Ventures. All feauible mcasures,including trade agrec—

ment® should be adopted tc encourage joint wentures with foreign intercsts

to expeditc the transfer of technology and marketing know-howe

Te Anti-~dumpings While legislation has been enacted to protect

local indusiry agoinst dumping, in the opinion of a considerable number

of industrialists its enforcement leaves much to be desired. When
"dumping" is too narrowly and strictly interpreted, loopholes are crca—
ted vhich permit the entry of commodities at prices which are artificially

below a truly competitive level.

8 Import Quality. In some instances local industry is handicapped

by the importation of compctitive products with less than desirable quality

and from sources which have not established recognized standinga
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9« Power Costs, In some industries, using large amounts of

electric power, which would be important coniributors to the local
raw material supply, economic operation is not possible unless they

arc accorded much reduced rates,

10s Opcrator Skills. A number of industrialists believe that

the public programs for training operating personnel arc inadequate to

supply their needs,

IVe Entrepreneurial Responsibilities,

The following paragraphs describe pre-requisites for successful

operation which the entreprencurs themselves must provide,

1. Techno-cconomic Feasibility Studies, Az stated above, all appli-

cations for developrment loans or special incentives should be backed by
an independent aPpraisal of techno-ecanomic feasibility, including a ro-
view of the status of unused capacity in the particular micro-sector of
industryes This ie to the advantare of the entreprencurs themsclves, to

protect their investments, as well as in the public intercst.

2+ Forecign know-how, A great many new ventures will benefit much

from acquisition of forcign know-how which can be obtained in some cases

from the litcrature or correspondence with individual gources, but is best
imported through direct contacts. These may be cffected through good~-will
of forecign firms, through liccnse arrangements, thr-ugh joint ventures, or
threvgl the ageney of international organizations or bi-lateral agrcements,

An important function of the technical information service mentioncd above

would be to give advice on rossible sources,.
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3o Morket Information. The obtaining of data about market no-—

tential, both local and export, is the rceeponsibility of the entree—

preneur, but government agencies can often assiste

4o Standardization. It is in the intercst of industry, as well

ag the publie, to participate in programs to up-grale the st~ndards for

commoditics,

5s Local Raw Moterials. The stimulation of improved quantity and

quality of loecs. raw materials is an activity in which industrizliste

can play an active part, and many are already doing so in The Lebanone

6o Special Skillg, Enterprises must fill their own requirements

for specialized skills, but the points made in Daragraph 2 arc also
applicable hoere in regard to monsures they con take to develop these

skills in their emnloyces,

V. Tabulation of Devclopment Opportunitics

The following tabulation of industrial devclopment opportunities,
is to be regarded only as a list of suggestions for further appraisal,
and not as recommendations, except where it is mo stated spceifically,
In nonc of thesc cases was time available for more than cursory congi-

deration.

In Secction C, Goveranment Activities to Stimulate Development, prac—
tically all of them would be helpful to the entirc array of "mini-micro-
scctors”, and further study will be ncressary to sct priorities for thosc
which would be most bencficial. Blank spaces have been checked for only

a foew of tho subjects where the need is particularly urgente The rest

will have to be filled in later after additional investigation.
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VI. Status of Major Categorics of Industry

Ceramics, Larger firms in the ficlds of ceramic bathroom equipment,
ceramic tiles, ccment and glass products arc cxpanding vigorously, and
therc arce additional opportunities available to them, such as hallow buil—~
ding blocks and a wider range of tiles, Although stone is the traditional
building material, more reecently supplemented by cement, there should be
a market for bricks and hollow tile, The country has good deposits of
sand and clays, and utilization of the latter for production of tablewarc

and pottery on an irdustrial scale is worthy of consideration.

Chemicalss Because the nced for chemicals in local manufacturcs is
for relatively small guantitics of a wide variety of products, industrial
opportunities will probably lic in specialties, such as automobile finishes,
detergents, and toilet soaps, Therc should also be on attractive possibi-
lity for producing esseatial oils ~nd floral cxtracts from local raw ma~
terialss Therc is an internal market to Justify the erection in a few years
of an electrolytic coustic soda/chlorino plant of at least 5,000 tons per
year capacity, but this development will requirce much lower clectric power
costs and large cpaital inwestment. The same condlitions anply tc a calecium
carbide operation, for which rigorous tcchno—cconomic evaluation will be
required, at a still later date; when chlorinc ond acctylene toth become
availakle at comnetitive prices, they could provide a base for vinyl chlo-
ride monomer, The market for mixed fertilizers should cxpand as farming
methods improve; any thought of a nitrogen fixation plant should take into
account the fact that world compeotition scts minimum cconomic capacity .
2t 1,000 tons per days There arc many smell and medium iron foundrics
which import indlividually the ingredients for their binders and washes;
reasonable prices and faster service could be attrined through a local

enterprise to import, formulate, and supply these productse The estabe

lishment of a glue factory would utilize wasto hides, skins and trimmings.
might be feasible.
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Construction Materials, While establishments supplying various

items for building construction are beiag successful in cortain gpccial-
ties, 1t wos sald repeatcedly that architcct—cngincers and contractors

arc very conservative in accepting new matcrials or construction methods,
This situation can be remedied only by cducational and promotional ef-
forts, which could be given a focus by a voluntary association of sup-
plierss Additional impetis could be given by government agencies in

modernizing specifications for building recuircments,

Electrical Eguipment. There would appear to be opportunities for

additional manifacture of miscellancous items for usc in congtruction and
houschold equipment, Later on there may be justification for production

of scme electronic parts and assemblies,

Food Products. in this scction and in Appendix IT1I, the sugzos—

tion is made to establish industrics based on open—roll drying of surplus
agricultural products, such as bananas, for which the technology has al-
ready been developedas This process can be adapted to other products such

as apples, citrus fruits, eggsy and various fruits and vegctables. In

many caseés, it will probably be nccessary to use a diluent carrier such

as edible starch or other suitable carbohydrate. Here the devclopment of
adaptive technology may be regquired to secure rroductes of desired quality.
Banana powder is an excellent choice for a rilot experimcnt becau;e the pro-
duct shouid find rapid demand in combination with »owdcered de~fatted milk

for infant fecding or for relief rations.

Other suwggestione are for the production of apple juice, various types
of dried fruits and vegetables made by other processcs, and the develosment

of a local infant food industry,.

Many micro-sectors of the food industry are already well established,

for example, alimentary pastes, baked goods, confectiore -y, conscrved fruits,

and mineral wrter, Some of them enjoy an important export trade. The more




- 22 -

aggreseive enterprises can be counted on to expand their volumes and

range of producis.

Tron and Steel. Thore arc good prospects for growth in accessories

for ready-made clothing and in building supplies. Plane for expanding the
production of stcel cnstings and wire drawing, including fabrication of
producte make | from wire, arc geod, as well as the manufacture of
stecl plate. Thore do not appear to be any new industries for the near

future.

Leather Products. Although manufactures in this category are based

chicfly on impoisied hides and skins, this couniry has the advantage of
being & center for foreign tr-de in thesc rew materials for a very large
geographical ares. Leather products offer one of the most promising in-
dustrics for cxpansion in fabricated articles ircorporating a high degree
of skill and know-how and high added value. Onc¢ dynamic cntrepreneur
belicves he could double his volume and employment every two years if
civen medest incentives to counteract the efforts of other developing

countries to expand their leather industrics.

Such clothing and accessorics as ladics! handbags and garments are
penctrating the markcts of Westorn BEurope and the United States. It is
said that negotiations arc being carricd out for the est-blishment of a
large shoe factory in cooperation with a European partner. 411 in all,
this industry is moving ahead rapidly and its encouragemenfs should bec

an objeoctive ¢f the government. ,

Machincrye. The agricultural implements industry has been covercd by
other UNIDO experts and hence was not included in my study. In view of
the large number of automobiles in the country, the manufacture of acces—
sories sghould hold some attractive possibilities. There are many medium

and small metal-working cetablishments which mrke their own dies,a pains—

taking and costly operation for a limited organization; therc could well




be an epportunity for an aggressive entroprensur to establish an inde-
pendent firm, divorced from regular production to allay fears of pirating

of designs, tc¢ handle custom requests for the production of dies for forming
metals and plastics, and thia could lead to the crection of a tool and die
industry to service local custeomers and troding partners in adjacent arcas.
Therc is s me production of specialized machinery of fairly heavy construc—
tion and a few firms are considering the expansion of this activity into
more sophisticsoted itemse The manufecture of small implements and toole

should offer good potential,

Non-ferrcus Metal Manufoacturese.. The production of building supnplies

and clothing and houschold accessories appears to be cxpanding at a henlthy
rate, There is said to be considerable room for improvement of non-ferrous

cagtingse

Papcr Preducts, Primary production of pulp and paper appoesrs tu be

impraciical becausce of lack of raw materials and process waters The manu-
facturc of converted preducts from importced stock appears to be in henlthy

conditicn and is expandinga

Petroleum. I did not pay any attention to this industr; because other
detailed studies of increasing refinery capacity are in progress. Therc is
gome discussion of the possibility of a petro—chemical operation, but I am
inzlincd to think that examinaticn in depth will indicate the dosirability

of location ¢losc to raw material sourccs.

Tharmaceuticals. There is large importation of pharmaceuticzls znnd

proprietary products of all types, The situation should coffer good oppor-—

tunities for expansion of local manufacturce, a movement which would be in

the public interest because it would cnable the government to exercisc
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gtricter supervision over the meriis of products cffercd for sale, Thore
ig relatively little develo ment in veterinary products because of lack of
demand, but ciuc-tional efforts in “e agricultur~l sectar should expond

this market to create an incentive for local broducerag,

Plastics. There arc cxpanding opportunities for the production of

clothing accessorice, construction auxiliaries, and houschold items such
as t2bleware.

Rubber. There should be a good market for rcplacement automobile tires;

I underetand that nepotistions are being held in rogard to the cstablishmont
of a tire factory.

Textile Products. ‘fraditional spinning and weaving (operstions face

a discouraging future beecausc of the cstoblishment of these industrics in

many developi .o countries with lower wage rates, The opportunities for

local industry lie in manufacturing vhich inveolves higher skille and higher
added value, particularly in woven and knit fabrics and their conversion
into ready-to-wear clothing,ertecially for men and boys. Hand-crafted fabe
rice and producte using local design should be encouraged. High-styled

ladies' wear could emphasize Lebanesc traditional patterns,

Vehicles. With tongue in cheek, I offer the idea of manufacture of
traffic gignals to curb reckless drivers, and of tarimeters to roduce

hagsling over fares, Both moved -.uld greatly please visitors from aborad, *
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Hood Productéa Larger enterprises producing composite building board

and furniture enjoy expanding markets. There do not appear to be other major

directions of growth for the wood indusiriese

VIiIe BSugrertions for New By-Product Industrics Baéed on Surplus Agricultural

Commoditicas

The agro-industrics offer many attractive opportunities for industrial
expansion in most devcloping countricse In The Lebanon, however, the situa-
tion im restricted by limited agricultural production. It is thercfore essen—

tial to make optimum use of those products which are svailable.

The most promising idea is to develop by-product industries, as discussed
in more detail in Appendix V. There it ie recommended that the simplest pro-
cess for surplus products, tou-called opcn roll drying, be adapted to local
conditions, rat-er than more exotic processes which could be useds This
eruipment is cheap and flexible, the quality of product is satisfactory, and

the minimum economic size of plant is smallers

This idea is coupled with the suggestion that grenter selceetivity be
used in grading products for direct sale, which would create better market
acceptance for raw products, particulariy in more sophisticated distribution
centers, There would thus be crecated a centralized supply of below-—gtandard - .ox

culls which would form the raw material for the drying operation.

! It is recommended that, with the active participation of .an entrcprencur,
a small commercial unit be ingtslled to preduce banana powder; The technology
; : has been developed for application on this scale but I do not know whether it
is now being used commercizlly. The product should find‘g limited market in
the obvious uses of flavoring for ice cream and baked goods, but the big op—
portunity would be in combination. with dried non-fat milk as a baby food

and for relief rations,.

A
!l
E
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The process can be extended to drying potatoes, appler, other
fruits ard vegetables, and ezgs, which are in surplus eupplye The,
techiiology would probably have to be worked out for these producis,
and in some cases it would be neccssary to use a diluent carrier such
as an edible carbohydrate, Aggrescive market development would be
necessary for some of these products. If the initial banana drying
unit were located strategically near cources of supply of other raw
materials, its operation would be made morc economical by extending

the campaign to other vegetables and fruite with diffcrent crop sca-—

BONEs
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There have b.en several studies of this general nature carried
out previously, some by UNIDO experts and their rcports were made
available to me. Since my criteria werc somewhat different, in that
they included grcater emphasis on technology in combinaticn with

business feasibility. I have not comparcd my list in dectail with

theirs, but preferred to develop sugzestions independentlye
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CHAPTER FOUR

FORMULATION AND IMPLEMENTATION OF GOVERNITENT

INDUSTRIAL VEVILOCPMONT STRATEGY

The courses of action necessary to formulate and implement go-
vernment plans, policies, and procedures to encourage industrial
growth cover a wide range of subjects. It is therefore advisable
to prepare a list of priorities and to consiruct a2 time-table in
order to approach the various topics systematicallye. This timse-
table will necessarily show a staggercd schedule for individual ac-

tivities, because a number of them can be attacked concurrentlye.

The formulation of a development plan and program is, of course,
an initial step, but this should be a continuing activity with prog—

ressive refinement as the goals become more concretely defined.

The five major functions, described in Section II of Chepter Three,
should receive attention first, because they are basic to the entire pro-
gram, They are : continuing improvement in development policy, extension
of the pattern of trade agrecments, establishment of an industrial develop-
ment bank, provision of technical information and service, and improvement
of the investment climate. The requircments of individusl micro-sectors
of industry for other forme of government assistance will become apparent

as specific development projects receive direct attention,

Develcnment Plan and Program -

The techno-economic assessments of individuwal opportunitics for
development. described in Chapter Two and illustrated in Chapser Three,
do not themselves constitute industrial development strategy. Instead,
they provide the requigite raw materials for the formulation of a go—-
vernment plan and program. In the Lebanese tradition, this public stra-

tegy hns as its objective the stimulation, but not the replacement, of

private initiative,
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of
The establishment/policy and program is nccessarily an evolutionary
process, subject to modification in the light of expericnce. It sets goals
for the amount and directions of growthe. It provides guidelines for prio-
rities in the degree of encouragement to bo afforded variocus industries, in
accordance with egtinatiod of their respective contributions to the welfare
of the countrye It initiates activitics to stimulate new undertakings by
the private sector, It gives impetus for increases in employment and na-—

tional incomce
A proposal to provide UNDP/UNIDO tcchnical assistonce fer woth techno-
economic evaluations and formalation of public strategy is presented in

Chapter Six.

Industirinl Davelcpusnt Bank

Because of the shortage of capital for industrial financing, as dis-
tinguished from commercial loans, a new institution of quasi-public cha—
racter is needed to provide funds for the establishment of new ventures
and for increases in existing operations. Comments on the functioqing of

such an organism are given in Appendix Il

Technical Informetion and Services

The crestion of a publicly sponsored program to provide free techni-
cal information and services is urgently nceded., Its primary purpose
would be to assist small enterprises, but it would be nvailable to lar-
ger oneg ag well., The yalue of such services is clearly demonstrated
by experience in Canada, The Netherlands, and Sinzapore, for example;
valuable background on technical inform»*ion has been accumulated in
Bragil, and on technical services in Argentina. A survey of these ac-
tive programs would assizt the development of services most suitable for

the Lebanese economye
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Teehnical information and scrvices arc best provided by an auto-—
nomous institution with a range of specialized skills and know.<how, The
Industry Institute in Beirut could serve effectively as an agency for
this purpose. The nature of these services is déscribed in Appendix
ITT,.

1. A desirable extension of the technical information and services is
to provide help %o small centerprises on tcchno-izr~gerial problems, as
described in Appendix IV, This would be a second phase of the tot=l pro-

gram to up-grade the performance of this important sector of the 2COonony.

A proposnl to provide UNDR/UNIDO technical assistance for this com—

plete program is presented in Chapter Six.

Technical services could also be expanded for small cnterprises to
include techno—economic justification for amrplications for loans from
the Development Bank, in those cases in which new cquinment beyond the
cash resources of the owners is required to make the opcerations efficient.
In these small firms, the total capital reruirements will nat be so .great
that a large amount of professional effort would be necded for the apprai-

gals,

Pre-Investment Prospectuses

To encourage new incustrial developments in a free cconomy, it is oftcn
very helpful to prepare a pre-—investment proszpectus. When the interest of
one or more entrepreneurs has been aroused in a particular project, the sum— ’
mary cf tecino-economic parameters can be made quite specific to suit the
individual case, When such immediate interest is lacking, the prospectus

would have a more genersl and promotional charecters

P ipimcin




This activity is closely related to the comprehensive program of
tochno—econonic evaluation of industrial opportunities. It is therefore

included a8 a phase of the INP/™:1D0 propoeal for technical apsistance.

Transfer of Technology

In many cases the installation of a new venture will require the use
of foreign know-how. Information about the sources and channels for ob-
taining this sssistance will often be a part of the pre-investment pros—

pectue.

Further, to ensurc rapid and effective adaptation and application
of the gmeneral information, direct <ssistance in the transfer may be
highly desirable. £If the particular case is judged to be urgent fronm
the point of view of the national interest — as, for instance, in the
develonmant of new by-product industries to use surplue agriculiural
comriodities ~ this assistance might be supplied to some degrec by those

respongible for techno-economic evaluationse

Improvement in Manufacturing Practices in Small Industry Through

g Centralized Marketing Arency

The notable success of Sears-Roebuck in securing loocal sources of
commodities for its marketing operations in Mexico and other Latin

American countries decerves consideration in The Lebanon. This com—

pany Was able to stimulate suppliors from small industry by providing




the services of a team of experts in rroduct design, quality control,
L production, ~nd business management, =8 desoribed in sppendix Ve
About 15 years ago some interest was cxpresscd by .an officer of the

company in establishing a gsimilar operation in Tae Lebanone

It would therefore be worth while to explore this possibility

with Sears-Roebuck, because of their extensive know-how and exper—

RN

jence. If this does not prove frurtful, an effort should be made
to interest some other entrepreneur, but emphasis should be placed
on the concept of stimulating local suppliers of merchandise and of

minimizing importation.

A o 1 e AT
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CHAPTER FIVE

GOVERWMENT ACTIVITITS NEEDED TO PROMOTLE
INDUSTRIAL GROUTH

The precsent resources of the government for the stimnlatisr of
indus%rial development are extremely limited. The largest group,.
in the Department of Industry of the Mini-try of National Economy,
ig chiefly engaged in administrative work concerned with applications
for approval of licenses, 4 two-man Bureau of Industrial Development
reports to the Minister of National Economy. There igs a small group
of professionals in the Ministry of Planning for studying the status
of industry, and a larger group in the Center for Statistlice which is

also engaged in data collecting on many other activitiess

This is a very meager cadre Tor handling the problems of industry.
The pre ent contribution of the industrial sector to national income is
about 13 percent, with roughly the mame percentage of total gainful em=—
ployment. Compariscn of these data with other sectors and their rela—~
tive mhare of government attention shows that even at prescnt the in-

terects of industry are served on a very inadequate basie.

If serious efforts of the government are to be directed to the
gtimilation of industrial growih, major changes must be mades The es-
tablishment of a Ministry of Industry would provide a focus for expan=—

ding the activities through a greatly increased professional staff.

Oreation of a Ministry of Industry

The present Ministry of National Economy has two major concerns,
commerce and industry, plus some miscellaneous functionse If this Mi-~
nistry were subdivided into » Ministry of Commerce and a Ministry of

Imdustry, to provide a focus for their respective and sometimes con—

flicting spheres of interest, together with redistribution of the mig-
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cellanous functions, a number of advantages would acorues The hzalth
of the total economy with greater orientation touard the goals of
incrensed national income and employment would be strengthened through

the growth of the industrial sector.

i This change would exalt the prestige of industry to its rightful
;i~ - place as a contributor to national welfarc. It would cncourage the
. recruitment of an adequéte professional wtaff in proportion to its
importance; other ministries representing smaller shares of the eco—
nomy, now have vory much larger establishments. It would regquire a

new assessment of the rcsponsibilities of government on behalf of in—

E dustry which would promote proper definition of objectives and mcans of
attoining them. It would provide a high-tevel forum for considering

the interusts of commerce and of industry where the* show differencese

To establish closer ties with the problems of industry, the forma—

tion of one or more edvisory groups of industrialigts would be a helpful

move, This procedure would stimulate orderly analyeis of specific ques

tions by the industrislistis, “thus providing a basis for helpful dialcgues

Ie Mejcr netions of Government in Promoting Industrinl Growth

E&; In Chapters T™wo and Three the analysis of industrial opportunities *
| involved consideraticn of government activities which weuld stimulate
industrial developments It is worth while fto cxemine these again as
i i functions to be performed by a new Ministry of Industry. The dlsqgigéon
will be subdivided into threc scctions: (a) Major Punctions; (b)/NEOOSB“rJ
Functions; {(c) Punctions for Other Agencies which can be stimulated by

Government .

b The major asctivities of government most necded for the healthy growth

of Lebanese industry are five in number, to sum up the opinions of indus—

! trialists with whom I talkede My own conclusions from this survey coin—
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cide with their vicws, They arc:

(1) formulation of an industrial development policy;
(2) nogotiation of trade agrcements with major importers
of Lebancse products;
(3) establishment of an Industrial Development Bank;
(4) ppongoring a progroi to provide technical information and
services; and
(5) ocreation of a favcralle investment climate in which governtant
industry cooperate as partners rather than as adversaries,
in .
Because these topics were treated in detaiL/Chapter Threc, it is
unnecessary to go inté them further herc except to indicnte the pole
that the Ministry of Industry would plays. It would have dirzct rcapon=-
pibility for the industrial devclopment policye It would work with the
Ministry of Forcign Affairs to promote frvcrable trade agrecmentse It
would take thc lead in promcting the estnablishment of the Industrial
Developmint Bank., It would sponsor and give financial supnort to the
program of techniecal information and scrvice., It would estoblish poli-
ciez and procedures to cncovrage a spirit.of cooperation in its direct

contacts with represcntatives of industry,

Other Noccssary IMunctions of . Gevornment to Assist Industiry

Here agnin the ten functions have been described in Chapter Three
and are listed as column headings in the tabulation of suggosted coppor-

tunitiesns

(1) Raw material import duties and conditions

(2) Bquipment imports
(3) Export information
(4) Export subsidy

(5) Start-up subsidy




- (6) Joint ventures
(7) Anti-dumping enforcument

— (8) Supervision -f quality of imported commodities
(9) Power costs

. (10) Program for developing cperator skille,

For mogt of these activitieg the Ministry of Industry would nced to

conduct =n objcctive review of cexisting policies and procedures to determine

changes that are needed to stirulate new industrial ventures. In the casc

of export information, the cocoperantion of the Ministry of Foreign Affairs should
be enlisted to promote the flow of trnde intelligence from cmbassies or other
sources in countries which are important customers for Lebanese products. In
rogard to power costs, the agencics responsible for distribution of eleetri-
cal energy would necessarily be involvede For expansion of the program for
training skilled workers, the ccoperntion of still cther sectors of govern-—

ment should be solicited.

137, Additionnl Moasures to Stimulate Industrial Crrith

.

A number of other activities have been proposed, in separate memoranda,
which will aid industrial development, For most cf these some ~ther organi-
gation will bhe primarily resopeonsible, but the Ministry should encourage the

implementation of the programmes., In scmeo instances technieal assistance

from UNIDO, as proposed in Chapter Six, will be a valuable gtimulant,
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le Study of the Industrial Development Progran of

Singapore (Appendix VI). Singapore has one of the most comprehensive and

effective orgrnizations for promcting industrinl dévelopment which I have
geen anyvhere in the worlde The size and ch~racter of the country are
comparable in many wWhys with The Lebanons In my opinion there would be
much to be gained by sending on interdisciplinary study group (nationzl
planning, marketing, engineering technology, and. business management are
desirable skills to include)to make a detniled review of the policies, or—
grnization and programme in Singnpore to censider thosc measures which
might be adnpted to the local situatione

2. Inmprovement in Product Qu-lity of Small Enterpriscee Through

o Centralized Marketing Asency (Appendix VII). The success of Sears—

Rocbuck in developing local preduction of a major part of ite rctail
merchondige, first in Mexico and then in other Latin American locations,
bears witness to the value of this mechanism for up—grading the quality
of products of gmall cenierprises. Tt is recommended that the possibility
be explored of establishing a similar operation in The Lebancnae

3, Supply — Dem~nd Situetion for Specinlized Personnel. Trained

manpower is one of the most precious agsets of a developing country.
Quantitative technizues are avcilable for analyzing the menner in which
their t-lents are deployeds Procedures have becn devedoped for estima—

ting the private and public requircments for additional speci-lized per—

sonnel. Both types «f surveys should be used in the Lebanon(nppendix VIII).
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4o Surveys of Organizaticns and Faciliticzs for Technical

Contributions to Industrizl Development (Anpendix IX). It is a great

resource to have systematic infcrmaticn about the organizaticns and
physical fzcilities available for the development and transfer of
technologye Procedures to colleet “hese types of datn should bc used

in the Lebanche

5. Systematic Examination of Proventable Loescs of Agricultural

Products Betwoen Farm and Consumer ( Appendix X). Therz arc meny SOUrCeS

of waste in the channels of use of agricultural produce: mechanical, restsy
and spoilago§ (::antitative studies to identify and quantify thc causcs of
the losses, and investigation of practical menns of reducing them, would
be of volue in The Lebanon to s~feguard the available supply of these ma-

terials.

6, Expansion of Handicraft Indusirics (Appendix Xile. Advences in

these "cottage indusiries" are already being made in The Lebancne Atten—
tion ig oallcd in the cited memorandum to the progress in The Philippincs,

a progrem that is less well known than that in India.

r

7o Industrial Estates. Timc did not permit me to become fromiliar

with current thinking in povernment and industrial circles about industrial
estatcs. I have scen some very succesgful projects of this type and believe
they might be effective in The Lebancn, particularly for building up the
industrizl secter in depressed arcens. On the other hand, I have scen quite
a few concepts which never became implemented, chiefly becnuse they were re—

garded am commercinl real estate * development projects, rather than as pub-

licly sunported efforts to croeate new employment in improved facilities for

T
£

# o small industrya




- 38 -

&« Frce Port Facilitics for Industry, Herc again T did not invep—

tigate +the situation, because there have been reocent studics and recom-
mendations by othore. The advantages in cronting employment and increasing
export potential by in-transit conversion of raw materials are obvious.
(Sce, for example, "Port Orgonimation and Operaticn," Unitced Naticns, New
York, 1969, a monogra_h which I assisted in vriting under the auspices of

the UN Trasportation Section,

Vs Non-Government Agencies Which Deserve Public Support

A Ministry of Industry should scek to identify and assist those inde-
pendent agencics vhich help to stimulate industrial development. In The
Lebanon there are three which narticularly descrve not only public recog—

nition but also financinl support to incrcase their effectivcenesse

1o Association of Lebanese Incustrialists. This organization is cpera—

ting with a very emall staff, but it is particulsrly v-luable ng a link bote

ween Government cnd private industry.

2¢ Industry Institutc. Technologicnl institutes of this type are

recognized in the developing world as one of the most effective agencies for

the development and transfer of appropriate technology. FMormerly the Go-

vernment made substantial contributions, but these have dwindled 4o a
'._bTiCleo

b
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3e Lebanese Standards Institutions While the progran of this or-

ganization is being expanded, much more nceds to be done 4o promote its
effectiveness. This activity is particularly important as a mcans of
creating improved acceptance of Lebanese products in export marketee

By the fact that Dr. Amin Sharif, ncw an lesmve from his dutics as Prin-
cipal Scientific Officer of the Naticnal Council for Scientific Research,

is heading up a UNIDO regicnal program on standardization, an additicnal

focus is provided for stimulating this program.
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CHAPTER SIX
PROPOSED PROCRAMME OF UNDP/UNIDO THCENICAL AS3I5—-

TANCE TO PROMOTT INDUSTRIAL DEVILOPMENT IN TIO
LEBANON

To add strength and imzetus to effeorts cof the Govermment to
expand the industrial economy, I recommend a beard pregram of UNDP/
UNIDO Technicnl Aceistance during the period 1972-1976. The proposal,
described in detail below, contemplates a total UNDPF contribution of

Ue3.51,605.000. for this purpose during these five years.
Four majer projects are includeds

1. UDstablishment of a technical information and secrvice pro—

gram at the Industry Institute;

2. Ingerement of an international consulting organization to
corry cut in close ccoperaticn with a group of local cr—

fanigmes

(a) intensive techno—economic apprrissls of industrial
development opportunitiesy 2nd, concurrently, to
assist the Ministry of Industry in the formulaticn

of an industrial development strategy;

b reparation as needed of pre-invectment prospectuses
I L I

to promote the participation of entrepreneurss

3. Assistance in strengthening the Lebsnese Stondards Institution;

4o Training programs for 30 staff personnel from individusl enter-

prises to up-—grade their skills by working atrcal in inlustry,.
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In additicn, several of the other recommended srojects need support
to accelerate their implemecntaticn threugh training fellowships and forcign

experts, as discussed in a later sectione

I. Technical Information and Services

This program should be started in the near future if concurrence of
the Government is forthcoming. Details of the background and proposed

coursc of action arc presented in Appendices III and IV

The essential components for this program are a2 central technical
library and a diversified professional staff with prractical backgrouncs,
and a project lecader to coordinate all activitics. As in mest other de-
veloping countrics, these are usually found in a technological institute,
which should preferably be autcnomous and dedicated to giving practical.
asgigtance to industry. The Industry Institutc in Lebanon meets these

requirements adeguately; to the best of my knowledge it is the only local

organigation which is now availatle as the agency to provide these ser-—

ViGCS.

1., Technical Information. Under the gencral direction of the head

of the entire activity, a combined program of informetion on raw materials,
product quality, processes, and equipment would be made available on re—
quest to any entcrprise, but with emphasis on smaller organizationse The
answers would be previded through “he kncw=how of the diversified techni-
cal staff and through the librarye. The internal cosis should be borne by

the Govéramenta

5 AR A training program shcwld be carried out in several foreign coun~

tries which have had considerable success in providing this service i
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A gelected gtaff member of the project of the Infustry Institute
would study the programs of the National Research Council (Ottawa) and
BC Rescarch (Vanoouvcr) in Canacda, TNO in the Wetherlands, and hopefully,

INT in Rio de Janeiro, Brazila

Actuzl operations in Beirut would be assisted by advisory experts
from Brazil, Canada, and The Wetherlands, sprcad over a period of roughly

one yeale

Total UNPP/UNIDO Mechnical Assistance is catimated at USH75,000.
The counterpart contri ution would be the services of the Institute
technical staff and the facilities of its extemsive library and repro-

duction equipments

2, Technical Scrvices. Assisteonce to individual enterrprises in

solving their short-term problems is best rendered by "indhstrial liai-
son officers", whose activitics should be closely coupled with the tech—
nical information systems. Thoey visit these egtablishments, cCiagnose dif-
ficulties, propose sclutions, or refer the problems to colleagues whe

have specific experience in the particular field of industrye

Initiation of this activity ghould =2lso be proceded by a training
trip abroad to Ottawa and Vancouvery Canada, TNO at Delft, and preferably
to INTI in Buence Aires and 1o Singaporce Further assistence over a
pericd of two yecars or &9 in adapting foreign experieace to local re-

qairements would be provided by missions of selected cxperts from the

ingtitutions which have been namac e
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Batimated cozt of UNIDO Mechknical Assistance is: training trips
$40,000, visiting experts $70,000, and additional analytical and tesw—
ting equipment for the Institute, to carry out the neccscary quality
determinations on raw materials and products, amounting to $105,000.
The counterpart contribution would be the institute professional staff
members and the use of general facilities, including present analyti-

cal and testing ccuipmenta

3o DTechno-Manamerial Services., In addition to technical services,

small enterprisce arc often in urgent need of practical assistance on
such problems as simplified cost-accounting; market forecasting, market
development, and sales technicues; plant lay—out; process control; pro-
duction scheduling and operator training. lhile a veteran enginecring
technologist may be able to provide some of this advice, it is much more

desirable to rely on epecialists in thesc aspects of managemcnt.

4 program to provide this mervice should go hand-in-hand with tecch-
nical information and tochnical scrvice., Also theze. ceouwld have been

established on a firm basis beforc techno~zanagerial help is undertsaken.

The best scurces of background with which I am acquainted ore in INTI
in Buenos Aires ond in Singaporce There sre other good ex~mplcs, such
as the fmaller Enterprise Agency in J-pan for business informntion, but
they are usually on too claborate a scnle for rendy adantation in  The

Lebancn.

Accordingly, this phnse of the totzl projeet is suggested for ini-
tiation roughly two years after technical service has been started and
it is contemplated that technical acsistance would e continued for
three years. It is also to be expected that techno-managerial servie-

ces will lead {0 a demonstrated need for shorty practical training cour—

ses on managerial subjects for members of small enterprises.
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Technical Aseistance from UNDP/UNIDO would consist of foreign
training projects for leeal porsonnel $20,000; a fluctuating team of
international experts) hcaded by a lecader #ith specialists in industrial
management, business controls, marketing, industrial engineering, and
production management) and supplementecd by short time experts; cost of
main team $210,000, short term experte $30,000, total $240,000. Coun—
terpart would be the scrvices of the ncw local staff and gencral faci-
lities of the Industry Institute,

II. Planning and Implementation of an Industrial Development Stratcmye.

In order to accelerate industrial develrpment, it is recommended

that an international consulting organization be engaged to carry out

two interlocking and complementary phases, namclys

a. Comprehensive tcchno—economic cvaluation of development

opportunities, togcether with advisory assistance to the

Ministry of Industry cn the fermulation and implementation

= of an industrial dovelopment stratenr.

be. Trenrl.iifg selcoted techno-econcmic evaluations into the
3 § form of pre—investment prospectuses, to be used for arocusing
‘ the intorcst cf local entrepreneurs or for attracting foreign

cooperation,

No single Lebanese organization has a strff of adequate size and
corpetence 3o serve as a counterpart., Instead it will be necessary to

draw on the resources of several cf them, coordinated threcugh a project

1eader o
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For thir purpose I recommend the selection of Mr, Marwen Nasr,
Executive Secr<iary of the Association of Lebancse Industrialistse.
In my opinircn he has all the qualificntions for establishing general
policies and programs with the censulting firm, which will be respon—
eible for much of the detailed work, and drawing upcn other local or-—
ganizatioms for counterpart staff. Sources of staff suggested, without
roference to the new Ministry of Indusiry which may be created, are the
Ministry of Planning, the Ministry of National Economy (especially the
Bureau of Industrial Development),the Incustry Institute, professional
personnel vclunteered by individual enterprises, - university faculty
memberse, and lccal consultants. It is probable that quite enthusiastic
cooperation can be cbiained from the younger group of managers in the
industrial community. Thc Government would have to provide funds for
salaries of some of the personnel. In many cnses these individualse

would serve on g part-time basis,

The details of a coniract with a consulting firm are nccessarily
somewhat indefinitc, because they would have to be dircetly negotiated.
In this connecticn it is well to cite the rccommendation of "Manual
on the Use of Consuli~nts in Developing Countries™, United Naticns,
New York, 1968", that competitive bidding is unlesit: .¢ and that a

contract should be awarded on the bnsis of proven experience and por—

fermance, not on price.
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UNDP/UNIDO, Technical Assistance is estimated at $550,000, spread
over five years, split into $250,000 for techno-economic anpraisals
and acgistance in formulation of gtra*-.y¢ and $300,000 for pre—
investment prospectuses and promotional aciivities 4o enlist the in-—
terest of entrepreneurs. The schedule of estimated expenditures during

the five~ year period is shown in the final tabulation in this chapter,

ITI, Strengthening the Lebanese Standards Institution

The standardization program is now located in new quarters in the
Industry Institute, where it has the use of the other facilities of thnat
organizations Although activity h-s been in ;rogress for many years,
it still needs expaneion and particularly the recopnition of its impor-

tance at high levele of the Government,

StanGardigation of high quality export ccmmodities is particularly
important to securc acceptance in foreign markets. Hore the products mect
the competition of the best being produced in cither highly deviloped or
othor deviloping countries. To be cecond best to any competitor means

that one becomes cnly a marginal supplier rather than a prime supplier.

Although the proposed budget for UNIDO technical assistance to the
Lebanese Standards Inetitution is small in comparison with the two pre—
ceding projects, its importance ir great. %he rogram is fortunatc in
having 28 gencral cverser Dr., Amin Sharif, in his temporary capacity as

regional adviser on standardizaticn.

To improve the background of the senior personnel of the Institution,

two foreign training fellowships of six months each are proposed, one in

standardigation and thc other in quality antrol systems. The total cost
is estimated at $5,0006 '
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To emphasize the import-nce of the program in the eyes eof the
Government, it is recommended that three high level advisers,each
gerving for six montlis on a staggered schedule, should be aprointed.
Working in close ccoperntion with Dre. Amin Sharif, one of their
chief functione would be to promote better recognition of the ime
portance of the program in government and industrial circles, The

cost is estimated at $4%5,000.

The combined cost of the training fellowshins and, the expert
advigers, plus US315,000 for ecuipment, would be U'52,200 to be

spent in the “irst two yeare or so of the five-year programe

IV. FCLLOISHEIPS FOR UP-GRADING SKILLS OF PERTONNLL IN INDIVIDUAL
ENTERPRISES ,
& comment freguently heard from industrinlists is the need to

increage the ractical skills of somc of their specialized employces.
As a part of UNDR/UNIDO Technical fAssistance it is recommendel tlat
US$100,000 be allcted to threc-to-six-month training courses for this
purnose, to provide an average of sgix fellowehips a year over +the
five—year pericd, Insofar as possible these should consist cf work

in a host crgrnization in an industrislized country. Assistonce in
arronging for such practical expericnce could be given by the interna-

tional consulting organization selected for Preject 1l

Ve Additional Trainins Prorrammes and Drpert Advisors to Assist

Implementation of Qther Rocommondztionse

It is highly desirable that UNDP/UﬂIDO Technical Asgistance be

provided to stimulate and assist some of the other recommendations

in this report.
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It is not practical to specify exact schedules or cmohasis at this
time, because these will have to be arranged with the Government and
other cooperating orgmnizaticns. Accordingly, the subjects are listed
below, not neces arily in order of briority, together with sugpestions

for the type of Technicel Assistance. In the summary schedule of =ll

UHDP/UNIDO support siven in the final table, the amounts arc simply

spread as a group over the five-year period,




b
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UNDP/UNIDO TECHNICAL ASSISTANCE

ON MISCELLANIQUS PROJECTS

(Thousends of U,8. dollars)

. Training
Project Programs Experts Sub-Total
LIL.1ECT
Organization of Develop-—
ment Bank 15 45 60
Study of Sinpgapore indus-
trial development program 15 15 30
Central marketing agency
to ghimulate small enterprises
(Sears—Roebuck) 10 10 20
Supply - demand mituation for
specialized personncl 10 30 40
Survey of development
organikations and facilities 20 15 35
Reduction of preventable
losses of agricultural producte 20 15 35
Free port program 10 -30 40
Sfub=-totals 100 160 260
Contingency: +tocinical
agsistance feor other
projects; eguipment 65

which may be nceded to

implement projects.

Grand Total

325




SUMMARY OF UWDP/UNTDO

TLCHNICAL ASSISTAWAR TAR COMPRUHINSIVE

JNDUSTRIAT, DOVELOPICNT PROGRAIDD:

(Thousands of U.S. Dollars),

Projects 1972 | 1973 | 1974 11975 1976 | Totols
; i ! ; f Vo : 3 i : :
f | VoL ! = |
T. Technical Information : A e ' !
~nd Service. A R : P ; i '
: > ! . »: ! é i g
1. Technical information S :
Treining progroms g 5 b P [ 10
Experts 15 15 ' ; i ; 5 30
Equipment,library 10 | 10 5! 5 1 5 | 35! !
— S N
H . B i li
Sub-total : ; v !
s o301 _ 30 FJZ_+_~$_5 Do 5.t
2. Technical Service 3 : P '
Training programs 10 | 25 T ' 40 ‘
Experts 15 | 30 ns 100 ! 170 '
Equipment,library 25 |45 §20 10! 5: : 105 !
Sub~totals 20 1001 40 - 429 5 . .215 )
3+ Techno—monagerial E ‘ ! J
Service : ) : : i ‘ !
Troining rrograms : 10 T IR . 20! i
Experts’ ' 25 "5 1 .90 50 i 2401
Librery,miscels 10 110 55 -5 15f 35
Sub-totals | 10 : 45 .99 . 95 1950 _ 1295 |
IT, Planning & Implementon- ‘ : : b ! l ? !
tion of strategy i A A I *
1, Techno-eccnémic : P L . j : é f :
appraisclsgfor : ; : P [ ;
mulating of stra— i Pl b i : | i
tegy 60 120 40; .20 jlof 250 ’
2+ Pre-invectment pros— : ; j ? § ; [ :
pectuses and prome-~ : : v : o j
tien 20 60 DOI 60 6ah 300
Sub-totls | 80 I 180 140 80 70 1550
ITI, Strongthening Lebancne Co o i ; i |
Stenderd Institution i . ! ; i
Trzining programs 2 b3 ) C - i
Bxperts 15 130 I R 45, ;
Equipment 10 {5 ! : s L 15. i
Sub-totals |-_.27. . e ! £=651
' i B i N i
IV, Trrining Programs for ! ' S T T A i | i
Personnel from Indi- i P l ;o ; ! ’
vidual Enterprises A5 § 25 1 251 120} 15 ¢ 1100 4
T [ S - R R |
V. Other Projects Listed ! P i § : {
in the Prcceding i ! ; f ' : j i } ; : k
Tabulation 20 el 2ot 0 500 325 .

=z =kt

1
Grand totals 1 2371 493 - 4000 k95 arm 13605 |
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CHAPTDUR SEVIN

OTHER PROFESSIONAL ACTIVITIZS

Six technical lectures were j;re ented to various grouns during
my gtey in Lebanone These were prepared and delivercd ocutside regu—
lar office hours, as they were not part of my miesion, except for
the two prescnted at UNESOB, which had to be scheduled for morning

sessions.

Copies of the lecturc manuscripts were distributed to the respoc—
tive audiencos. Additicnal copies were given to other intercested indi-
vidualse. Scoarate sets arc also being preparcd for transmitial to indi-

viduals who rcceive my mission report.

The lectures on management of develoyment nrojects are particularly
timely, because several other grours arce in process of preparing material
on this guneral subject. Accerdingly, copics of the three lecturces hnave
been sent to: Dre. Loway Katkhouda, Incdusirial Institutions Section,UN¥IDO,
Vienna; Dr. Paul Trusscll, Executive Secretary, JAITRO, Vapcouver, Canadaj
Dr. F.U. Hoodward, UNDP, Djakarta, Indcnesia; Dr. N.K. Rao, Ford Founda~
ticn, Now York; Mr. Earl Young, Naticnal Academy of Scicnces, Washington,

D.C.; and Dr. Jamee Blesckledge, Denver, Consultant to U.5...I.D.




"pProductivity in Industry -~ An IEssentinl Factor in Economic
Development®, UNESOB ilorkshop on Sociel Development Plan—
ning, September 28, 1971, 2000 wordse

"The Management of Development Projects", a scries of three lec—
tures under the joint auspiccs of the Faculties of Arts and
Sciences, Agriculture, and Engincering of the imerican Uni-
vergity of Beirut and the National Council of Scicntific Re~

search,

A "The Selection, Definition and Programming of Projects",
November 12, 1971, 4500 words;

Bes "The Execution and Contrcl of Project Activities™, Novom—
ber 15, 1971, 4000 words;

~

C. "Interdisciplinary Teams and Financial Centrol,®™ November
17, 1971, 5000 words,.

"Cost—Benefit Analy=zis of Marketing Programs With Special Refercnce
to Export Trade,™

Greduate course in Marketing Manazcment, Department of Business

Administration, fmerican University of Beirut, and

UNESOB Seminar on Export Expansion, both on November 25, 1971,
4500 vwordce.
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AYPENDIX XTI

LIST OF COETLCTS

Ministries of the Lebanesc Governnent

figriculture: Jean~Claude le Crwvalier, moritime cxpert;

Ramez H. Sadekzs, Chief, Department of Agricultursl Economics

Notional Economy: TFound Lbi~Saleh, Director of Industry;

Lssem Ltelleh, Samir.Klat, Bureou of Industiicl Development
Tabbarz Hehieddine, Office pour la Protection de 1la Propriete
Commnerciale.

Plonning: Moustafe Nsouli, Director General; Goorges Zoghbi,

UNDL' Liaison; Boutros Lobeki; Industrial®Sceticny Khelyl Lbou-
Rajily, Lgricultural Scction, Redmi Chami, Chief of Plamming °
Service; Robert Kasparian, Chief, N-bil Abboud, ihmed Stetie,
Statistical Center

Public Health: Theresc Bou Maroun, Pharmaceuticrl Scetion .

Technical Treining:  Issam Debs, Chief, Burcau of Planning,

Director Gencbal of Technical and Frofessional Troining,
Intoine Tawil, Engincer, Burcru of Planning

Industrial Enterprises

1'Air Liquide, Rebert Thomas, Director

Baouchieh, Mohamed el Katergi (Ceramic tile equipment)

Brake Lining Co., Abboud Djarauch, Joseph Marizmo

Cesar Debbas & Sons, Fouad C, Debbas (clectric~l industry)
Charles E. Frost & CoJ.8.A.L - Imile G, Terjan, Chairman cf the

Board; Elie S, Zancniki, Mensging Director; Constentin B, Saba,
rroduction M~nager



o
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Consolidnted Stcel Lobaneh SAL, HNigucl N, Abizoid, General -
Manager; Mouniz G. Bassil, Ccamercicl Moncger; Nadim Hodhod, Jor-
danisn Agent

Dantziguion, Garbis Drntziguion, Ceneral Manoger (aluminium &
Stecl Drouuct )

Dumit Dairy, Nagib Dumit, cwmer.
Edouard Lsseily & Fils - Domtex, George Asseily
Emile Kheyat & Fils, Roger E. Khayat (toxtiles)

Etablisement Achille G, Callondje, GGCTgOa Aes Callondji, Dircctor
General (cold storage) )

Filiature Fationele de Coton (Asseily), Intoine Bikhasgi, Gencral M-noger
Fils de Hnbib ledeoro, Elie Badeoro, Samir Badaro

Fonderics Ohofnes H. Kassrrdjian, Ohannes Kasscrdjion, Chairman; Joseph
Kasscrdjian, Dircctor; Henri Lermarker, Director; Alcxgndcr Bajrovic,
Chief Designer .

Halim Daou & Fils, Joseph H. Dacu, Presidentj imel A. tbdo (wWoouen fur-
nlture)

Huileries Sazvonneric Naief DImad SAL, Neemn Naief Emnad, President

Lebanzse Cersamic Industries Co. LECICC, Jozeph G. Ghorra, Dircctor;
Sami Hasson, Morket Research.

Lebenese Foremost Dairics SAL, Ismnt T, Hosri, Genercl flannger
Levent Filters Co., Georges Garroe (sutcmo*ile filters

[} £
Metelloplostica - Lbounacun Freres, Rizk Locuncoum, Wadil Aboun=scoum

Middle Eagt Technicnl and Trading O¢Llce METITO, Iarouk Ghandour,
General Menoger (woter chlorina tlnn) .

National Chemicol Industrics (el-Hoss Brethers), Aballeh cl-Hoss,
Dircctor; 4Abdel-Fatteh cl-Hess, Chemicol Engincer (FVC intermediatcs)

PAULITH, Prul.Beylerien (metcl and fastic stompings)
Ragi, Elie H., job printing

Socicte de Bois Pressé {pour constructicn de Logements), Tripeli,
Hachem’ Gandour, Prosident; Osman Gandour, Engincer; Mohamed S,
Awnida, Froduction

Societe Industriel Libanaise SAL, Gsbriel G. Helou, Dircctor (hgrdfure,
wire products)

Societe Libenaisc pour 1'Industrie de Verrcs &t Por-.elaines SAL, SCLVER,
Snid Selim Hejal, President; Salim S, Hejal, Inginecr

Spinning & Wenving Industrial Co.,
Sami Jabr, General Manager

Stephanos D. Stephanou, cwni-manager (pumps)

Tanncrice Usine Jocceph Re Komel, Mounir J. Xamel

UNIFAK, Georges M. Frem, Chairmon, Generel Mencger (paper and
boe rd products)
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Other Orgonizations Concerncd with Industrial Develenuent

Association of Lebonese Industrinlists: Morwan Nesr, Executive
Secrctory, Nnbil M, Ladki

Center for Bconomice Resenrch: Chafik Akhres
Chambre de Commerce et d*Industrie; Rafic K. Kabbani, econcmist

Ford Foundanticn: Richrrd C. Reberts, Assistant Regional Represcntatives
Courti .y L. Melscn, issociate Represcniative in Lebencon

Green Plan:  Inlek Bnosbous, Dircctor Gencrel; Michel Khouszami, Member
of the Executive Councils Gabriel Boyagi

~naly Institute: Ifunir D. Attiyah, Director; Samcer E. Samaho
Internaticnal Consulting ~nd Engincering Fedorstion (ICEF): fmid F. Elins

Lebrnése Monegement Asscciation: Lobih A, Hawa, Sceretery Lebonese Stan-—
dnrds Institution, Samouh Beyon, Secrciary

Lrthur D, Little; Richard A. Stcephan, Cambridge, Massachusettes

Naticnal Council for Sé¢ientific Rescarch: Joseph Naffsh, Director
Generalj Amin Sharif, Principal Scientific Officer

Ordre des Ingenieurs ot Architccter, Brhacddine Bissat, Fresident
UOF Processces K.C. Bl.nc, London

USLID @ Jameo Bleekledge, censult-nt on technologicel institutes

Financial Institutions !

Bank flmoshrck Investments: Chafic. fikhras, Gonernl Manager
Bonk of fmericnj Lewrence Ee Yarncr, Genrel Manager
Chase Manhatt-n Bonk; Prul Riche, Sccond Vice Prosident

Firet Naticnal Bank of Boston: IDvons E, Gazala, Middle East
Vice Prosident

First National City Bank: C. Voughn Wilsen, Resident Vice President




- 56 -

Universities

Americsn University of Beirut .
Agriculfurc: Stanley Swenson, Deanjy Jesoph

Khachadourian, Supcrintendent, Agricultural
esearch & Educntionnl Center; LAeoM. zlhouk,
Economic Bntomology; Wightengnle, . fgricultural

Econcmics

Biology: Philip '!. Basson, Chairmen

Busincss Adminigiretion: Nimr S. Eid, Chairmen;

Aziz E. Marmurc, zccounting; Nabeel Shaath, mona-
goment developmont

. Chemistry: J.S5. Slade, Chairman; fLziz Abdul-K-rim,Chemiccl
e tcchnology ;

Bconcmics: Albert Badre, Chairmanj N. Khelal .

Food Technology:  Rajsa Tannous, Sclim Akrebewi, Lbdul
Hemid Halleb
Mochenicel Engificering: Sulaymen D. Deeb, Chairman Sanitory
o Enginecring, George M. fyoub

Université St. Joscph

- Foonemics: Michel Chatcens.

Testing Laboratorics: Faou, Esta, Sckhn, Bitar

Forcign DImbes:  2s . .

Amcrican: Normen K. Pratt, First Secrctory; Jee Lill,
Coamercicls; Thomas H. Ball, AID Officer; Richard
_C. Sezering, Laborj iilliam Horbaly, agriculture

fustrelicnt LoC. Lushington -~ Bowles, First Secretary (commcrcial),
Leting Troade Commissicner
British: N.G.S. Bockels, First Secrctary (commercial)j
D.J. Fitzgibbon, Adviser cn Engincering end
Industry, Middle Zast Development Divisien
Regicnal Office.

French: Robert Le Guyader, Commercial Counsclor,




United Nations

UNDP

ashim Jawad,Resident Repreoccentative,
Paul Clement, Deputy Resident DNepresentatives
Mchamed L, El-Holfawy, Senior Industriel Development
Ficld ALdviscr; . :
Guigeppe Tellizzi, Agricuilitural implementss
Hens Fahlstrom, Electirical Industry
Sonie Kermanikian, Secrciary and appointments
U™ 0B

Seid El-Neggor, Dircetor;

Salah F. Jowhari, Mohamed Abcdelmoncim, industrys

Mustcfa Joff, housing; N.S5. Rondhewa, agricultural
economicsj Hamid Ammor, social Scicneesi Igon
G. Kermiloff, trode develeraent; Joffrcy B. Nugent,
resocurce developacnt

"ICRLD FOOD PROGRAIFE: Reobert H. Moyer; Philippe Terver

5IS Investment Promotion (industry) : Boris Hecevar, Feliks
Bochenski

UNIDO, Vienna: A4zmi A, Afifi, industrial institutions;
GeSas Gouri, coordinciion and’external rcloticns;
tlerner Behrens, ccordincticn, Mustafe Hamdy,in--
dustrial devclopmént; Abdnlla Abdelwchab, indis—
trial development, Gulf regionj Erwin S, Tenn,
industrial environment

UNDP : Gorden Clark Butler, public administrotion

Sanr .l
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LCKNOUILEDGEMENTS

This mission hans been cerried out in an atmosphere of complote
harmony end cooperzticn, Not o single mischence marred the very plen—

sant circumstonces of the assignment,

At the Ministry of Planning, Moustafe M. Nsouli was imost cordial
and hclpful in every weoy., My esteemed counterpart, Boutres Labaki, por—

formed his rcle with grest distinction.

4t the Ministry of Netional Beonomy, my relaticns with Assem ftallah

and Samir Klat were cxceptionally productive,

At the (ssceiation of Lebanese Industriclistes, Maswon Noesr uas o
fountainhead £ wise ccuncil, and Nebil Ladki was very helpful with mony

suggestions cnd centacts,

My meny ncw friends ot The fmericean Triversity of Beirut were sti-
mulating, ~nd Roje Tannous, Profescor of Feood Technology, grve very freely

of his timec tc assist me in developing thuse relaticonships.

Lt UNDP I am greantly indebted to the entire stoff for full coopera—
ticn end grecot courtesy. lMr. Hoshim Jawad, by sympathetic cncouragement
of my studics, provided a strrng stimulus. #r. Mchomed el Halfawy was,

as always, a fertile scurce of wise guidance rnd cncouragement. I extend

-special thanke to Scnia Kermanikian for executive sccercotarial assistonce

par cxcellence,

My many ccrntacts with UNZSOB personnel were very productive, --ofti-

cularly thosc with Salch Jowhori.

To all the cthers listed among my contacts I exteond my bost thanks

for their warm cocperstion.

Lawrence W, Bass




APPENDIX T

Levrence I, Bass
UNIDO Senicr Censultant
on Industrial Development

Beirut, 13 October 1971

METHODOLOGY POR TH SYSTEMATIC PLANIING
CF TITUSTRIAL DEVALOPIIDNT

The procedures recommended in this memorandum represent a logacal
approach to the gelotion and appraisal of development opportunities.
They should replace the haphazard choices often made on the basis of
personal preferences hy those responsible for decision. They are prac-—
tical in nature aud have been thoroughly proved by experience in many
actual cases of corporate planning for individual enterprises in highly
devecloped countries, More recently they have been applied in develop-
ing countries for analyzing anrd evaluating the most promising areas for

industrial expansion,

These technicues offer the following advantages for national plan-
ning over the traditional custom of relying on individual intuitive se-

lections:

1. They arc based on consideration of a comprehensive array
of all micro-sectors of the industrial economy, instenrd

of an arbitrary choice of a portisl list.

2. These arr~ye of micro-sectors should include not only
types of irdusiry alre:dy reprcsented but also noii in-

dustries which may have potential,

3. The paturc of the semi—guantitstive evaluantions encourages
a multi-disciplinery anslysis to counteract the bias of

individual opinions which may fail to tzke into account

all the major techno-economic factorsa




4. They recuire comparisons of the advantages of differcnt

micro—-sectors, in order to select the most cncouraging

| opportunitvies, instcad of conccontrating on possibilitics
i one by one without taking the whole array into congidera-—

tion,

The systom involves a series of progreseive steps wiich arc dis—
cussed in detail in serucncce in the following sections. These steps

arcs

Preliminary screening by quasi-quantitative analysis of an
array of industrial micro-sectors, collected undor major
catcgorier of i.dustry, to sclect a shorter list of those

B judged to have best potentisly

Condensed procedurce to make proliminary sclections for fur-—
ther study on a short-rangc basis, leaving fer latcr work

completion of the cntire tabulation;

More detciled analysis of the preferred micro-sectors by
additional criteria to evaluate iheir cost-benefit attrac—

tivenessy

e

btnalysis of measures {o promote implemuntationg

Estimation of impact on the industrial economy if planncd

A objectives for the arrey of micro-sectors are attaincd;

Tabulation of projecticns for devilopment of major categoriesn
i of industiry for the planning periecd to pummarize the indus-

trial development plang

Incorporation of projections of industrial growth in a tabula=-

tion of major national accounts to detcrmine the adequacy of the

planncd rate of developmenta
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I. Preliminary scrwening of industrial micro-scctors to select

preferred condidetes.

This first phase of the planning procedurc compriscs the

selection of a preferred list of industrial micro-sectors from

a comprehensive list collected under major categorics of industry.
It involves (1) the preparation of the arrays of micro-scetors;
(2) analysis of cach micro-sector by a gimple scoring scheme to
describe its generel choracteristics and to diagnose degree of

it to local capabilities and rasources; (3) comparison for each
item in the list of genernl attractiveness with loc2l compatibi-
lity to permit logicml selection of those micro—sectors Judged

to have greatest pouvential for cuccessful development .
The evaluation schemc is illistrated by Table I.

le BSclection of all fersible micro~scctors in cech najor
industrial cextegory,such as food procecsing industrics,
for inclusion in the array for eveluation: These micro-~
sectors should be sufficiently differcntinted so that
each shows optimum homogeneity in techro-cconomic charac—
teristics., Becruse av- ilablc statistics in most dovelop—
ing couniries arc not sufficiently broken dovn in detail,
the array will go further than the offici-1 elassifica—
tions. The list should, =s mentioned above, include not
only industrics already in existence, but also new indus—

tries that should be coneidered.

2o Carrying out a preliminary sercening procedure on the
array in cach major category to select a shorter list of
those which appear to hold most promise: This quasi-
quantitative screening should employ a simple scoring
system as dercribed below, 2nd it is performed in two
parts: (a) considerirg the zenoral characteristics

of each micro-sector, and, (b) making an e-timate of

Yadegree of fit" to loenl rescurces,




(a)

Gerneral characteristics: each micro—sector should

be given a =corc of hLigh, medivm, or lov which in

the opinion of tho tean of evclunicorz peot reprosunts

their join appraisals, within the arbitrary definitions
which they may assign.

(i) Export potentinl, based on intcrpretation

(i1)

of av-ilzble d~ta on foreign trade, scored
H for more than 10 percent growth per year
for the forecasting period (5 years), M for
3-10 percent per yecar, and L for less than

3 percent.

Locnl market potential, based on estim~tes

¢f precent production plus imports wherc these
represent an opportunity for import substitu—~
tion, MWhere the micro-sectors are not yet in
existence, the estimate of local market would
be based on a reasomable share of the volume
of imports. Scoring may use ronges parnllel
to thosc used for export potentianl, namcly: H
is more thnn 10 percent per yrear increasc,

M is 3-10 percert, and L less than 3 percent.

(Total demond may be showb in a third column,
roprocenting o combinntion of exvort and locnl
market potential. Thie is probably an unncces—
sary redundrney bocruse the joint potertial is
casily opparcnt by inspection from the first and
second columns; no grent improvement in perspec-

tive would %t gnined becaous: the scoring is only

goti-qurntitative),
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Scoring:

SCRUENING OF DTV _LOPHINT OPPORTUNITIES

IN THD FOOD PROCESSING ILDUSTRIES

H = High

M =HMeldium [, =

Lew

For details cf pecres consult the toxt

General frray of Micri-Sectors in the Food Local Com-.
Characteristics Preocesring Industries patibility
I ] 1 =i . - =t
o |g & olad 4 The micro-gectors listed should be as numer— J a ol Y
HIOA tH . .
I Has |28 [ous as fezeible to securc optimum technoe S| alagle s
o] o ﬁ}é ,§:> ﬁE cconomic hemogeniety within each unit. < ﬁg S5
G [ o Pl 7 o 3
RElS v o oBISuI%s =gy g &
HOlo O Pioglodfo g A S8 2 O
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Apple juice, prescrved

Lprles,dried

Bekory products, sweet

Bananas, dried

Beer

Beverages, &lcoholic,
distilled

j Beverages, non-alcoholic

Biscuits

Bread

Butter

Butter oil
Candy,except cheeolate
Cercals, preparcd
Checge, bakerg!?
Checse, ripencd
Chocolate products
Citrus Juiccs,presorved
Condiments

Dishes, Lebancrc,proeserved
rozen,industrial use

Eges,

Ensilage ecattle food

Desential cils, citrus,
onion

Foed, animal ,mixed

Feods,infant

Fish, frush

Fish, prcserved

Flour

Food packaging

(arrey continued)
Fruit, dried or

presewved
Jams and jellies
Joghurt
Juice, temeto,

preserved
Juices,fruit

prezorved
Leban
Mald
Margarin
Meats,dreszed, bect
Meats,dressed, other
Meat rrcducts
Milk,pasteurized
Milk procducts,other
Kuts, packaged
Olives, prererved
Onions, dried
Pastes, alimcntary
Picklus
Peultry,drecsed
Refrigerated stornge
Seavced, dried
Soups, canned
Sugar, beet
Sugar rcfining
Vegetabler,dried

or prescerved
Vegetable oils
Vinegar,cidcer or

wine
Hater,mincral
ilines
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iii)

iv)

Local nproduction is an interssbing figure to
include in the initig]l screening becausce it
revezls hiow strongly the micro-sector ig
already establiched in the national economy .
Arbitrary scoring might be set at H is more ‘
than LL, 10 million per year, M at 1-10 million,

and L at less thon 1 million,

Technology availability is a measurc of the easc
with which know-how may be acruired, because this
is an important congsideration in deciding whether
nev enterpriscs can be brought into being rapidly.
H can be used as the meorc for those micro—sectors
which use technology that is well eztabliched or
closely rclated to that of industries already in
operation, such as in many branches of food pProces-
sing; M indicates that the technology can be ac—
quired but requircs considerable modification to
meet local needs; L dezcribes the situation in
which tcchnology is highly specialized and probably
would involve a licenze arrcagement or joint vonture

with a foreign partner,

Industrial profile ig a measure of the structure of
the branch of the industry within the country. An
arbitrary scoring system is necessary as, for exnmple,
using H to indicate that it is a new micro-scctor with
no competition to face, ¥ an open situation in which
there arc other companice operating in the ficld but
without undue hazard to a pew well-managed enterprise,

while L describes the sltuation in which the business

is dominatcd by sirong competitors who would make cantry

by a newcamer less attractive,




s

b) Relationship to local rusources: a micro-scector may appear

to hove very attractive potentirl from its goncral chorac—
teristics, but when oxamined from the poirt of view of sui-
tability for the particular economy it may show a low degroa
of fit. BSome examples of this situ~tion are: high depen-
dence on importation of starting matcrials under conditions
that may not remoin favorcble; a roquirement for unavailnble
local mancgerial and operational skills; a necessity for a
very large cnpital invectment for a plant of minimum economic
size which, becausc of the small volume of the local mariket,
would have to meet the challenge of world competition in
order to remain viable; %iaégrom the point of view of nationzl
interest ;new enterprises/would not create a sufficient mumber
of new jcbs, even allowing for sztelite secondary industries

and services.

It is therefore neccssary to conduct on independent
screening of these rclationships to national capabilities
and resources, Suggcetions are made under onch he~ding for

the type of scoring that might be appropriatc,

(i) Raw materials considerations in a country with
limited naiural and rcencwable rosources must be
seriously weishted. H indic-tes that starting
or intermediate products would be obininable lo-
cally, at least for an important part, or from
dependable imports at competitive prices; M do-
notes a situation less favorzble but still accep-—
tebley L is the classification of vory high re-
lizrce on imports under conditions which tend to

reduce cost-bencfits,.
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(ii) Avnilable human resources should algo be onalyzed

in relation to the potentinl for new venturcs. H
denotes o supply of managerial and worker skills
that are comparable with those now in use; M implies
that thecc gkills need to be developed but precent

a reasonable expectation; L indieates an unusual
demand for new skills vhich weuld be very difficult

to acquirc.

(iii) Capital rcquirements must also be tnken into account,

H denotes an invertment for = wi-ble centerprise in
plant and working capital of, for exomplc, less than
LL. -,000,000, M 2 capital rcguirement of LL 1 to

5 million, and L of more than LL 5 million,

(iv) 1In regard to erployment creation, the scoring systenm

to be veed might comprise: E those micro—sectors con—
sidercd to be labor intensive, with a capital/turnover
ratio of lees than 0.6; M is the intermedinte range
with capitel/turnover ratio of 0.6 to 1.03 and I
theose in which the capitsl rotio is greater than

1,0, Insofar ac poscible, the multiplier cffcct of
certain infustricc should be taken into account to
nliow for s~telitc operations resulting from a new

manufacture of basic commecdities or products,

Screening by coordinated application of criteria of both
genern]l characteristics of micro-sectors of industry and
of degrce of fit to local recources: This involves Jude-
ment to select thoze types of industry in cach major cato—~

gory which offer the most premising opportunitiecs for ey

pansion or devclopment. Because the choices should be
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made in broad perapective, it is prefersble to use the con-
sensus of a emall grcup of individuals with diverse back—
grounds to ensurc suitable weishting of tcchno-economic face—

tors,.

The selections from the array can ¢ocily be made in
the casc of many micro-sectors by wisuzl inspection. The
choices will be most obvious whon a given trpe of indusiry
shows both promising gencral characteristics and a high de-
gree of Tit to local capabilitics. But eincouraging oppor-
tunitics with less appeal must not be overlocked. For exaomple,
the advantage of stimulating a branch of industry with excel-
lent general charcct.ristics but a negligible locsl resocurce
base should not be disregarded, Conversely, & branch which
shows a very good fit to internal crpabilitics but only a
medicere general outlook may still be a promising candidate
becnusge it will incrsasc employment and indugtrial produc—
tion or offer suome other benefit from the nationsl point of
view, The onportunity to assiet the developnent of industry
in economically deprecccd regions mny be an import-nt factor

in the choicce.

The result of this annlysis will be a much shorter list
of micro—-scctors for nore detnailed cvaluaticon in Sicp ITIT.
Depending on the size and ability of the staff to hradle fur-

ther activities, the array for further study mny be reduced

to 10-20 percent of the oripinsl comprchongive tabulation.
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Shorteacd Procodure for Initial Anplication of the Methodology

The procedurcs deceribed above involve a larze amount of
detailed work to cconpile the necescnary information and to insti-
tute a program which will provide factual dntn now lacking. Hand
in hand with progressive improvement in the tabulations, there
ghould be ~n immedinte activity to use curtailed criteria in an
effort to produce in a short time a preliminary list of sclected
nicro~gsectors for investigetion, =o that tho merites of the system
will be app-rent morc rnpidly. At the same time this condensed
gtudy will provide a pilot tect for sclection of criteria to be

applied later one

In the prereant project the principles are being applied with
roduced intensity to develop n list of micro-scctors for immcdiate
investigation. 1In regard to general choracteristics, relizuce is
being placed chicfly cn potential for cxport and for supnlying
the loc~l market, an one hand, and on row matorial and capital
investmert, on the cther, to determine suitability for the eco-
nomy. Market demand is being estimated from meny comprehensive
reports issued previously, ro—cnforced by opinions of informed
individuals. Local copabilities are being projected from general

knowledge of the background of industry in the country.

Rovision of the arrcys of micro-sectors should be a continuing
activity of the plenning ngcneys The liest itsclf moy require ex—
prrgion or contraction to meet the ncocds of the situation; these
alterations should be mede in such a way ag to cause least distor—
tion in the other branches of industry for which existing data
have alrcody been correlnted. The criteria for appraieing op—
portunities and the definitions of the scoring systems may neid
adjustments. Jwaluations previously mnde for individual micro-

sectors should be reviewed periodiczlly to reflect chonges in the
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internzl techno-cconomic clinate or.in other countrics. The
longer the lists have boen in use, and the morc conscicntiously
they have been revised, the morc valuable they become zs a

tool for analyzing development opportunities.

Critical Ivaluaticn of Seleceted Micro—Secotors

After the most promising opportunitics hove becn selected
by Step I, or by the shorter procedure in Step IT, there is
then the recuircnient for scrutinizing then in grenter detail
to confim their favorable nature. The critorin used may be
norc incisive and the scoring procedure may e sharpened by
using finer gradntions. In any cnse, the cvzliaatien process
should be so sclective that the rovised lict, which moy be con-—
picerably reduced in length, cont~ins only those itcms which
mect gencral acceptance among the cvaluators as offering nt—~
tractive promize if cfforts are made to promcte their develop-

ment .

Table IT illustrmtes the criteria that noy be suitable
for this more intensive czamination of develeopnent opportu-
nities, and their scoring ie described in the following ¢isg--

Cus8sione




TABLL IT

CRITICAL ANALYETS OF MICRO~SECTORS STCLECTTD BY

THE SCREENTI" PROCEDURE

Scoring: H = High M= Medium 1 = Low

For details of scores consult the text

General . o _ : s - Local
Characteristics drray of Sclected Micro-scetors Compatibility

ffor cach major category of Indus
try, the micro-sectéors Judszed to
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critical examination.
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1.

7he application of eriteris for more vigoerous assessment

of industrial development opportunitics is o in divided

into two parte: (n) more thorough scorings of gonernl cha—

racteristics of the sclected micro—sectors and (b) more cri-

tical examination of degrec of fit to loeal erpabilities,

The criterin suggested for the scroening proce—
dure of Step I were: export notenti-l, loecal
narket potenticl, loeal production, tcchnology
availability, and industrial profile. For the
further exsmination of the sgelected micro-scctore
a broader list of criterin is desirable, such as
revised eztimate of total demand, value added,
profitarility, strategic imgﬁct, and revisions
orough study
in cztimates based on morq/than in S%ep I of lo~
cal production, technology ~vailability, and in-

dustrisl profile.

i. Total denand estimates should be ~harpened
by more thorcugh ezaminotion of av-ilable
data or informed opinicns. 4 scorc of §
incicates a total demand of morc than
LL. 10 millicn per year, M 5-10 million,
and L lees than 5 million,

ii. Value added firures should be projected
from data or reliable opinions. A4 scerc
of H desognates a micro-sector in which
value aJcded is grenter than 50 nercent of
salee revenue, M for 25-50 percent, and L

less than 25 percent,
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Profitability is obviously » major concorn

¢f entrenreneurs who arc considering new
venturce., From the noint of view of na-
ticn~l interest, if a continuing subsidy

will probably be necessary for many yezrs,
carcful examination of totsl cost — benefit
should be mnde, nlthough allouances for so—
cial Lenefits will interfere with the strict
logic of the conclusionse Profitability may
be estimated from locnl experience in rolated
types of operations ns reflected by published
informaticn, opinions of the finsncisl come—
munity,/%i the judgement of well-infor:ed in—
dustrialists. 4 score of H may be assigned to
micro-sectors with anticipated profits aftor
taxes of more than 15 rercoent, M 5-15 percent,

and L less than 5 percent.

Revized eutimates of loenl producticn may be
advisable, The assi;nment of scores may follow

the same pattern as in Step I.

& more detniled reviow of the availability of
recuired technology sheould be concucted, and
the scoring procedure from Stop I sheuld be

satisfactory.

Further investigaticn of the industrial pro—

file is decirnble, and micro-scotors may be

rated by the some scheme used in Step I,
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Decause the procedures in this Step IIT are for the
purpose of making importsnt decisions r¢garding the
micro-sectors to be recommended for develonment, the
guitability of the industry for loc~l condiiions re-
quirce very cnreful considerstion. In Step I the
suggested critcria were raw mzteriale, humnn resour—
ceg, capitnl resuircments, employment creation, and
strategic impact. For the sreccnt PUrnose, more cri-
tiral cxamination by the following list of subjeocts is
suggested:s roviced raw material recuirenents; further
review of nccessary managerial nnd operctionsl slkille:
supply of utilities; estimnted utilization of osrosent
and nevw productive capacity:; rovized cstimatcs of com
pital inveoiment; and morc incisive annlysis of the

potuntisl strategic impnct,

1. The av-ilability of the ru uired r~w mntorinls
should be ro-cxrmined. The scoring schome of

Step I is suit:ble for this uac,

iis Hum~n resources, with respect 10 a supply of
managerial and operating skills, should be
studied in more detnil. Agnin, the scoring

system of Step I may be applied.

iiie The rccuirements for utilities (clectric power,
water, fuel for beilers) should be exrmined for
cach micro-sector, particularly with respect
to their cost whon this repres nts a mejor fac-
tor in the expcnse of oporntion. A supneeted
gcoring echeme is H vhen the use of utilitics
is low and docs not excecd, at exisiing rates,
more than 2 percent of tatal manufacturing cest;

M might apply to industries in the range 2-5 per-

cent, and L for more than 5 percent,
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In a number of nmicro~-sectors the utiliza-—

tion of production capacity is now at a low
levels, In considering now industrizl develop~
ments it is important to projoct the extent

to which the capacity of = new faetory would

be used, and it would be particularly advanta—
seous if thgfoperation coulc be carricd out in
the planty/enterprises which at this time hove
overcnpacity. 4 mcore of I may be used when a
facility would be operated at 35 percont of cn-
pacity, M for 70-85 percent, and L for less than
T0 percent.

The estimation of investment roquired for nlant
and viorking copitol of an ingtallation of minirum
cconomic size, or for a larger size if feasible,
should be cnrried out in more detail., The scoring
@cheme of Sten I should be satisfactory for use

herc,

(In this connccticn, an important aspect of public
policy for incustrial develonment is the avorape
capital recuired to ingtall facilities for one new
job in an arrey of different sectors of indugtry.
This will vary widely snong vorious types of manu-~
facturing, 2nd there is probably enocugh inform~tion
availzable to caleulnte such firures. Tc obt-in mn-
ximum employment from limited copital rescurces, it
is obviously advantaseous to emphasize those micro-—

sectors with low investment per employee).
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vi. Strategic impact cn the national cconomy has
to be based for the mozt n2rt on more or lesg
subjective opinions of informed individu~rls,
A score of H sheuld be amsisgned to enterprises
wLich offer a large volume of employment, gre-tly
improved utilization of starting nateriale, on im-
poriant stimulus for satelite industrics oryan op-—
portunity to incronse employment in depreseed ro-
gions; M is for mederniec émployment, somevhat bot-
ter utilization cf raw naterisls, scme beneficial
effect on other industries, or a less positive O
portunity for resicn-l employment; L is the score
for cnterprises which mnke only modest centritutions

to the economy in these rospects,

Benefits 2nd risks for each proposged micro-sector are then
asscsgsed by incpection of the scores assigned under the vam
rious criteria. The same comments made in Step I apdly

2lso here, but the examination ehould be more rigorous,

Evaluatica of the selected array will separate the indivi-

dual micro-secters into various clazses, for example:

(1) Opportunities o obviously attractive that
they should anpesl nt cnce to private entro-
prereurs. These collectively constitute the
final preferrcd list of industries which are

promising for implementaticn, To estimate

the collective contribution to the eCOonomy,
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(4)
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2 projection should be made of the potentinl
size of new ventures (even thoush they be
undertaken by firms already in existence),

the capitsl investment reruired; the employ—
ment created, and the naturc of the promotional
efforts that must be exerted to arouse the in-
terest of industrizlists. These subjects arc

discussed further in Step 1V,

Situntions which appear to be very attractive
but require additional confirmation of feasibi-
lity through discussions with induetrizlists or

imvestment bankers,

Micro-sectors which have apparent poiential but
require further investignticn before firm opi-
nions c~n be formed. The types of studies that
need to be earried out mey Dbe investigntions of
export or loenl market mize, revicw of nccessary
technology a~nd the channels through which it
could be cobtainod, analysis of manacerinl - and
operational skills ond proceduros for develop—
ing this expertiee, and capital inveutment pee
quirements. Individual cnges may warrant still

other kinds of supplenentnry work.

Micro-scctors which arc of coubtful promise and

do not justify further consider~tion at this

time,
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Many countries have found it helpful to classgify develop-
ment opportunitics intc threc clacgses in order to implement
planning. Class A consists of those micro-sectors which are
considered mogt impertant to the economy, and the list may be
as large ac several hundred items; the e branches of industry
receive most favorable consideration for special incentives,
such as devclopment loans; tax concessicng; rolaxction of rea-—
trictions on imported raw materials, components; and equipment;
or morc favorable terms for joint ventures with Toreign partners.
Class B contains those types of manufacturcs which the governnent
wishes to encourage, but with a lower priority than class A, with
reduced incentives. Class € is apgigned to sll remaining sectors,
which arc left entirely to the choice of private entrepreneurs
without any specizl incentives; in some cases there are regula-
tions to prohibit tynes of industry which arc felt to be not in

the nationsl interset.

Summation of Devclopment Impact for Major

Categoriceg of Industry

In order to estimate the benefits tc the cconcmy from the
industrisl developmont plan, the potential impact of different
micro~-sectors should be quantified, This is most easily done
by major categories of industry as illustrated in Table ITI,
The tabulation of the totzl projcction for all manufacturing

industries is discussed in Step V, and the role of the induse

trial sector in thc nationnl econcmy is the subject of Step Vi
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As shown in the tebulaticn, this projection involvez two

separate steps, discussed below in detnil: (1) -n esxtimation
of new jobs to be created in ench micro-scetor durin: the five
year planning pericd, of the number of new cstablishments that
night be justified (counting as a new eut~blishment any new type
1 of operation adopted in existing factorics) and the magnitude of
new capittl irvestnent to suppert the crpansion (2) an analysis
of the ertrcprencurizl incentives that appear to be regquired to

implenaawt 1 e plan,

1. Estimation of now industrial activity to be stimulnted:
If the govermment ndopts an agoressive policy to encouw
rage incdustrial development, it nust usc svetoemntic pro-—
cedurcs for planning the impact of the nolicy. Ae will
be fiscussed in Section 2, it must also consider $he
measures of nublic administration wiich ern help to wti-

mulatc the nlanned rate of growth.

In this section will be prucented ~eneral ideas for
~

planning the rote of growth in emplcoyment, number of ez

tablishments, and eapitel invested in industry.

a« Increoee in cemployment ooportunitiegs:
his is cne of the major objectives in de—

velopment pl=uiwidnge 4 losienl appresch should

T e

be made for each micro-sector to »roject the
number of new jcbs that would be croated to
a2ttain the desired level of employment. For

thig purpese there shculd also be incorporated,

a8 discussed in Step V, the estinmated increase

in employment expceted in established types of

nmanufacturing,
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The preparation of this tobulation is an ovoluticn—

ary processs. The Tiret assumpticn by planncrs may be
unrealistic as to mosnitude and viming, beesuse thorc

is alwaye a time lag hefore the impret of new or expanded
operrtions becrnes visible in the form of nuvr jebs, It is
thercelore essentisl that the planning =iency tnke steps to
obi~in the advice of the industrianl community on the feo-

£201ility of its nrojecticn,

Increase in the pumber of cstablishments in each micro—
sector: In gimilar fashion, attempts must Le made 4o co-
timate ftie mumber of firme in the private scetor which
will begin producticn, In some chsep only onu cunterorise
will be justificd. In others, particularly wherc OPCTL~
ticns arc of resionnl character, thore may be = place for
several new undertakinge. Possible overcrowding in a
given field should ve congiderod becruse the situnticn
would lead to hish rroducticn costs reculting from pe—
veral plants operating at low capacity, a condition that

is encocuntered in many countrices,.

Estimation of investment capital recuired Tor industrial
cxpansion whers figures arc availeble Tfor different miero-
sectors regarding the averaps cost of facilitics for cooh
new job oppoertunity; the numbor of new employment OnPOT-
tunities multiplied by this factor sives the total of new
capital that must be provided. “then such ¢ota have not
bevn calculated, a more laborious type of estimation rust

be used, and the conclusions should be checked with repre—

sentatives of industry.




Teferminating of incentives neceocary to attain the planned rate
of grouth: 4 is ususlly only moderatcly procuctive of industrial
growth £or a planuing azency merely to list the investment OPOT=
tunities it can feoresec, unless the entreprencarial apirit is
very high in the country, Instead, a morc active promotional
rolc must be playod, in which the nceded incentives are studied,
in cooperation with enlightcned industrinl lenders, to estrblish

& program waich will encouraze now vepturos, Their character will
vary for ‘ifferent micro-sectors. Some of the more important in-

centives are mentioned in the following sections,

2e Ldequate data on export market potentinl im oftcn ro—
quired to substantiate the views of sovernnent nlon-
ners recarding opportuniiics., Economic or commcrcinl
attachdes in cmbageies in imnortant customer countrics
cin  be of much assistance in filling these nceds,
Specinl marketing rosearch prcjects will be warranted

in some cagesn.

be Similarly, beticr data on the local markcet nay be nceded
for enterpriscs “irecied tow-~rd this Soale lhile entre-
breneurs should be cxpected to conduct some sUrveys
themselves, the jovernmunt can sct a socd ex~mple by

sironsoring pilot research proicets,

Ce 4 bencficial activity is the preparation of pro-investnont
prospectuscs for tlucse micro-sectors which mrc folt to bpe
particulnarly desirable., ihilc these stulies arc nct in
the depth required by a sophisticated entrenrcncur before
making an investment, ‘hey have been found by experience
in many countrics tc be of gruont assistance in stimulatim:

ceonomic growth,
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Ir many countrics finnncial arcncies have good ro-
sources foxm “coomercinl loans' for a fow menthe to

a year, but very limited funds for intcrmediate and
leng—term loans, at reduced ratcs, to cncourase now
industrinl venturce, For this reason thoy frequently
estoblish development banks as cutonomous bodier with
capital from public hnq/or privatc sources. A4 ncecos—
gary precaution to male surce that funds arc channeled
into productive cnterpriscs is to roruire that cach
loan applicaticn is backed by an indopendent techno—
economic fensibility report. Succermsful institutions
diversify their portfolios in such - menner zs to moin-

toin o ruvolving pattern of investmente.

Tax relaxstion is an offective tool for cneouraging
those types of enturprisec which the rovernment believes

to be ecpecinlly vnlunble to the cconomy.

Some degirnble micro-sectors face severc competition
from abroad and may roruire o subsidy, at least until

they have matured, to remain visble,

Other micro-scectors which are highly dependent o.
imported r-~w matcrials, intormediatoes, or componcnts
cannot flourish unless thoy con obtrin thuse with ro-

duced customzs duties,

The situation is similzr For micro-gectors that must

import operating equipment,

In scme branches of industry it is hishly deeirable o
acquire technology and know-how through joint venturcs.
The regulations governing such partiaership venturcs

should be revicwed to eliminate provisions that discou-

rage foreign inter.st,
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Projectinn of Total Tmnact of the Industrisl Development Plen

In order to evaluate the adequacy of mensures to expand in-
dustrial production, systematic analysis muct be macde of the
effect of the planned increases, F or thie purpose it is ad-
vantageous to study each major category of industry individually,
as illustrated in Table IV, and then to combine the data to ob-
tain an estimnte for all manufacturing industries. The final
figuree, when compared with the normal expectation of growth

from existing trends, show the expected impnct of the plan.

The generczl nature of this analysis should be obvious from
the figure. A few additional comments are made below on speci-—

fic points.

The wvalue of production should be adjusted to constant

monetary units to counteract tlc effect of inflation.

The following list of major industrial categorics is offered
only as a suggestion, s:bject to any modification considered dosi~
rable by the planning agency: ceramics, chemiecrls, electrical ecuip—
ment, electronic products, food products, glass manufaciures, house-
hold duranbles, leather products, machiner;, mineral products, paper
products, potroleun products, pharmaceuticals, plastics, rubber pro-
ducts, textile manufacturing, tools and implemenis, tronsportation

equipment, wood products, procucte not elsevhere classified. It

may be advisable to include utilitics — electricity and waler -

in the liste
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In some instances thuse categories may include micro-sectors
which would ordinarily bc in some othor nationsl account. In
Table I, for exsmple, severnl micro—sectors arc ghown which are
often clasgified as agricultural industries, To show tho complete
gtructure of the food processing industry, hovever, they have
been added to the list.

The sugrested break-down of major industrial cotegories in
somcwhat morce detailed than in many consus classcificetions in
order to cmphasize some branches of manufacturc which have good
growth potential.

The tabulation shown as an illustration stresses the creation
of employment opportunities. It is underctood th~t other charac—
teristics may be treated in the same manner,

Incorporation of the Indusirizl Development Program
into the Naticnal Econcmic Flan

The methodology precentod in this paper is a nrocess of syn—
thegis. I much prefer this procadure of funneling facts into the
formulaticn of a general policy instead of the eppesite approach
of setting an arbitrary policy 2nd then forecing the facts into
alignment with it, In my opinion the former leade to a more reo-

listic foundaticn for planning.

This final step in the initisl plaising procese is illustrated
in Tabie V. Hirre the propesed rate of erinacion of industry is nla-

ced in perspective uwith the other comncnents of the national ©CCNOMY o
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] N4TIONAL PLANS FOR THE TCONONY AS A FRAMD OF
1 REFLICMCE TOR PROGRANMING INDUSTRI.L DEVELCPMERT
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Lawrence VI, Bass
UNIDO Senior Consultant
on Industrial Development

Beirut, 30 October 1971

THE NEED FOR AN INDUSTRIAL DEVELOPMENT BANK

A great many developing countries have established development
banks to provide long-term financin,, at favorable interest ratcs, for
industrial expansion. These offer loans for public as well as private
enterprises, a.d may also makc agricultural development loans; the
lat*:r, however, are u ually taken carc of by separate institutions,
because the objectives and practices recuire difforont policics., In
addition, therc are regionzl devulopmont banks, such as thec African,
Asian, and intcer-Amc:ican Devclopment Banks which provide funds for

large national projeets, and, finally,; thc World Bank,

In discussions with many representatives of the Lobanesme indug~
trial and financial comunitie{@there wzs unanimity in the opinion
that an industrial development Tank is much nceded hercs Although
these are said to be adequate tunds for commercinl loans, maturing
within the course of months or at nost a yecar, the available supply
of capital for long;tcrm loans is vory small. The subjcct has been
under discussion in Lobanon for over a decade, but no action has yet

been takan,

Expericnce with Development Bonks in Other Countrics

In highly industrializcd countrics the mochenisme for leng-term
industrial financing have becn well-cctablishod. In developing coun—
tries the theory is that a development bank will provide a revolving

fund with changing pertfolio, resulting from investments in now verni, ves

ag older loans arce repaid,




In practice many of thes. banks reach a more or lers static pattern
of commitmentse Sonc venturce they have finonnes wurn out to be unsuccess—
ful, with the resvlt that they cannot rccover their fundss The successful
loans provide good roturns, but the banks do not wish to dispose of these
aszets becrume thic would affeet unfavourcbly their balance sheets., The
result is a frozon situation with no revolving capital available for sup-

porting new undert-kings.

Techno—econonic Evoluntions as a Reguisite for Development Loans

This historicnl picturce shows the need for nore rigorous cxaminations
of all prospective loans. 4 policy that is finding incrcasing fovour is to
require that cach loan applicntion be backed by an independent techno-
coconomic cvaluntion before it c~n be considered., Such aj.raig il tould
be made at the clicnt's cxpense and would probably not cxceed five percent
of the total of the loanj; this charge nay be incorporated in the leoan if
desircd. The cvaluation should include both tcchnologicah 2Jd ecenomic
agpcectss To seccurc this dusl type of investigntion, technologienl insti-
tubes such am the Industry Institute in Beirut, arc often uscd when they
have the nececenry skills. These appraisals should incliude the

eoficideration of unusced capacity in the rospective industfiese

This policy of recuiring techno-ccononic oveluation is being followed
to increasing extent in Latin Ancrican countricse Technological institutes
arc being uscd for the purposc part of tho time in Columbia and Mexico.

T other countries, where guch institutions arc now in the course of de-

veloping their competence to supply these scrvices, consultants are some—

tirnes but not always colled upone




Reconnmendation

In view of the wide—spread opinicn that the chonnels for long-torm
industrial loans in in The Lebanon arc inadequate, and in vicw of the
success of well orgrnized industrinl dovelopnent banks in other dovelop—
ing countrics, I rccommend the cstablishment of such an ingtitution in

thio country.

Prefer-bly it should have considerable autononmy, with adequate repreo--
sentation of governnent intercst in the Board of Dircctors. The othor
nembers ghould be leading figures in the private finoncial and industrial

communitico.

To cnsure a ninimun of uwasurrivssful commitmente, the policy should
be followed of recuiring independent techno-cconcmic appraisals of cach

loan opplications

The capital requircrnicnts for such an institution arc a natter of
luenl conecerne Part of the funds should conme from the, government, per—
hape through a soft loan from IBRD or a similar agency, the balance from

public-spirited privatc sourccse




APPENDIX [IT

Lawrsnce V. Bass
UNIDO Senior Consultant
on Industrial Development

Beirut, 16 Octecber 1971

A PROGRAM TO IMPROVE THE TECHNOLOGICAL POSTURE
CF SMALL ENTDRPRISES BY PROVIDING SERVICTS OF
TECHNTCAL INFORMATICH AND ASTISTANCE

The need to provide technienl assist-nce to improve the competitive,
position of mecium and small industry is a major concern of gll countrics,
both those that are develeping o~nd those th~t are highly developed. It is
of highest importaonce in develeoping countries becnuse most of their enter—
rrises ore smnll, becouse they reprerent o major part of the industrial
economy, and bechuse their mansgers are rarcly acquainted with sources

of such help,.

The situaticn of larger enicrorises i less urgent as a nationzl prob—
lem, because most of them already hove o range of internal epecialized
skills. Purthermors, they are in better position to dizgnese their prob—

lems ~nd to sclect approrprite channels of outside assist~nce.

Technical infermaticn and aceist~nce to smnll industry are being pro-,
vided in some farhion in many develcping countrice. The services, however,
are often disjeinted, inadecuate, and littleused by private and public en-
terpriees. Nevertheless there is o grodual trend toward grenter relianhce
for specinlized heln on technclogical institutes, government agenciecs, uni-
versities, and internaticnal orgnnizaticonsz. The aim of this popor is to

reccrmend an effective program of this character for the benefit of the Le-

banese industrisl community.




The Newds of Small Industry for Tecchnionl Information

and Assistnnce

The fipcet contzet many small enternrises have with scurces of tech-
nicsl heln is when they seek infermation about product specificrntions, raw
materinls, equipment, or process details. Their neuds are for immcdiate
practical help, not theory. Uhile centhuriasts for complex computcr-
tabulaticn systems for information storapge and retrieval advocote their
use in developing countries for answering tecinieal ingquiries, I am firmly
of the opinion that these arc at the present time an unnecessary and very
expensive luxury {or this purpose. The value of computers in nddition
to their normal use for accounting and for complicated computations, lies
in the orgnnization of voluminous scientific liturature in rapidly advon-—
cing fields of investigrtion, which is very different from handling the

much simpler prcblems of small industry.

From actunl tests of information requirencnts which I have made with
colleagucs in developing countries, three conclusions can be drawn:
(1) The big majority of the tcchnicol inguirics tc an institution (over
80 pcrcent) can be answerced re~dily by experienced technologists from
their own know-kow or frem standard refercnce books in their own offices;
not more th~n one in six questions ruquires the use of a large library,
and in there cases the recuest is answerable from published standnrds
which can be made available without extuncive senrch.(2) The avernge
amount of time recuired by a skilled profescionnl to ~newer an indivie
dual questicn is surprisingly small, smounting to less than two hours
according to ancther case study. (3) Finally, in the ccurse of time many
of the questions from differcnt enterprises will be found to be identical,

g0 that o well orgrnized file of answers to specific incuiries will

enable the staff to answer new prcblems from these records with little
effort.




The second step in providing technical help to small enterprises
is usually %termed technic-l service, or, morc collogquislly,"trouble—
shooting”. This activity invelves cne or two short visits to a plant
to observe the cnernting problem and to sugglst vroactical remedies.
Here again an experienced technologist can normally handle the quesg-
tion adequately frem his know-how with the expenditure of only a fow

hours of timc,

Exposure of a small enterprise manager to the advantages of se—

curing kelp from practical experts will eovoentunlly lead him to ask for

asgistrnce from them on mnore difficult problems, such as quality control, .

the selecticn of new equipment or processes, the improvement of producte,

or, as hig businese cxpands in size, the cevelooment of new products or
processes, market rescarch, or techno-cconomic evaluation, These quos—
tions recuire a pgreater cxpenditure of time by technologists, and the
eaterprise manager should czpect to prny recscanble fees for the servi-
ces, just =g he wculd for engincering design and construction, legnl,
medical, accounting , or cther speclalized advice, becouse they are
for his particulnr benefit, On the cther hond, it is neot femsible to,
assess charges for minor items of technical infermation or assistance,
a8 will be discussed below and therefore these services should be sup—

ported at public expense becruse they play an important part in  up~

grnding the nation's indusiries,



Orsnizational Requircments for o Technicel Aasigtance Progranm

in
After detailed stuldy of the recuircnments rany developing countries
I have come to firm conclusions zs 1o the most effective way to provide

technical assistance to small enterprises.

The two esscniinls are the orsg-nization of the technicnl service
function as a separnte activity and to locnte it in an ingtituticn with
a diversified staff of technoloziste with expertise in a range of indus—
trics. These conditions are best mot by a technological institute, such
as the Industry Institute in Lebancn. hile universitics and government
laberatorics are often sugzested for the purnose, extensive exporicnce
convinces me that they do not in genersl provide the propor cavironmunt,
except when universitics organize a separate technolo:ical activity to

serve industry.

The reason for setting up the techniczl service function ag a sc—
parate activity is to provide it with the autonomy ~nd sclf-rcliance
necessary to render ranid and effective assistonce to small industry.
A technologicol institute which meets my criteria of excellonce rust
be largely self-supporting on fecs from clicnts for longer ranpe worke.
While these institutes do nrovide a cort~in amount of free techniccl
sorvice to local industry, they cannct afferd to do it on a large azcale
if they are to balance their tudpets. The technicnl service functicon
should have its own budget, provided from public funds, and should pay
for the werk done on its behslf by the technologists on the institute
staff,

The qualificntions of the head of technicsl service activities arc
a vital factor in the success of the cperation. He should be an cXner—
ienced technologist, preferably with practical backsround in more then
one industry, o good marsger -abil ity to make a favorable imprecsion on
industrialists, and a sense of the public rclations activities hecessary

to expmnd the progranm, He should be of sufficicnt stature to be given




resgponsibility and authority to manage the operation with only policy
guidance from the director of the parent technolozical institutes It
will be advantageous to him to use an advisory committee of managers

of small enternrises.

The prcgram can be started on the basis of a part-—time manager,
until the operation has grown in size. He should arrange for part—
time service of a librarian to handle incuiries that recuire a search
of the literature. He should have secretarial assistance to maintain
a file of memornnda on the inguiries handled, He will rely on the
technical stafi of the central institute to provide information +to
answer gpecific problems and he therefore needs {to establish procedures
and accounting methods acceptable to the dircctor for this pﬁppose.

He must be given authority to insist on prompt replies to incuiries,
and he must establish procedures for the method of reporting the azhs-

wers to clientse

As the pervice expands, the manager will find it recuires his full
time, and eventually he may necd one or more itechnical assistants. A
valuable extcneion is to appoint technologists to concentrate on per-
sonal calle on individual enterprises to explain the system in order
to encourage the submission of ingquiries, and where advisable to deliver
the technical information on previous ingquiries and to assess its ade-
quacy for implementation. These men are often called "industrial liai-

son officers” and should be able to make two, threee or more calls a

day where industry is concentrated in & small arca.




In countrics in which therc are more than one industrial centers,
local ropresentatives may be appointed to provide morc effective cone
tacts. Their activities should be controlled and closely coordinated

by the central manager,

The program ¢an be initiated on a six-month trial basis at a cost
of perhaps LLe. 50,000, The budget ~or t:e next two or thres years
gshould be in the range of LL. 100,000 ~ 200,000, depending on how ra—
pidly the demar' incrcazses. This experience will permit a morc accu~
rate forecest of the cxpenses for the future. 1In any casc, the bene—
fits to the economy, if the program is well conceived and cxecutcd,

Wwill more than justify the funds devoted to its BUpport.

Operation of the Program

It is good practice to start the operation on a trial basis to

develop background for expansion.

The part-time mznager should first sect up a tentative policy
and outline of proccdurcs. He will then necd to cncourage some trial
questions by direct contacts with small enterprises. TFor this pur-—
pose he chould prepare a preliminary circular deseribing the servie
ces ant conditions regarding these incuiries, Tt should be possible

to generate 20-30 problems in the course of a few weeks to establish

a bagis for refining the operation.




Some of the questions will recuire assistance from the institute
library which he can obt~in on a voluntary basis initially. Others he
— may be abtie to handle personally from his own know-how, S+ill others,
will requirc the help of techinical specialists con the institute staff,
and at this stage, because the demand will be low, it may not be ncces—

sary to defray the cost of their time.

From these sample inquirics, the manager can formulate more gpeci-
fic policics and procedures, which should of course be discusscd wWith
the director of the technologicnl institute. This should include the
% accounting details for services from the library and egpecially the
- technical staff; these are best based on a stondard cost per profces-
sional man-hours The bookkeeping cross—charges will of course be han—

il dled by the institute accounting department,

‘§§ The mannger will cuickly develop, if he does not already have it,

' an understanding of which technical etaff membvers in different branches
i? of technology cooperate most thoroughly and handle the inquiries most
5 effectively. In all cases, the response to the clicnt should be prompte
%; In some instances the report will be given orally by telephone, by either
- the manaccr or itechnologist, or in others in written forms In all cases
p there should be a memorandum in the central file giving the name of the
2 client, a summ~ry of the inquiry, 2 summary of the rcply, ond = stntement

of technical men-hcurs expendeds Some canny clients whe establish good

working rclationships with individual technologists may by-pass the for-

malitics and go directly to thesc sources of help. There too therc

£ should be a brief memorandum in the central file, even though it should




be only a short tclephone callj the total numboer of ingrviries
handled in the system is an invaluable record of its success. The
manazer should provide suitable forms for use by the technical staff

Tor reporting and recorcing their actions,

Some inguiries will inveolve analysis or tests by the institute
staff, for which the standard feus should be cherseds The client

should of course be given notice in advance of this expensec.

As soon azs the systom has bceen established, there should be ape
propriate promotional efforts through notices in trade publications
and the daily press, announcements at mestings of industrialists,
mention in governmen. publications, and talks given by the manager
before various bodiess. An annual report summarizing oll serviccs

rendered during the year should also be publicized.

In this discusgicon emphasis throughout has been on emall eater—
prises, The services should be avoilable 2lso on the same basis to
large firms, and cxperience shows that initial incmiries arc most

likely to come from them.

As a last word, the system must be profected agrninst abusc. 411
inruiries should be carcfully screened by the manager to eliminate
those which would rcouire an smount of technical cffort beyond that
contemplated as guitable for emall enterprises., The client should be
courteously told that this question is of guch nature that it should

be undertaken by him as a regular project with the tcchnological

institute or some other orgonization. The general pclicy of the




service progrom may include a statument that no incuiry will be
handlod which re nireg more than 15 (or seme similar figure) hours

of professzional effcrta

Combination of Manarerinl Assistancc with Technical Assistance

A very decirnble addition to the technicsl assist~nce program
Lﬂ iz advice on short ranzge managerial probleme, such as the need for
preduction and morketing control and scheduling,cost accounting,
;@ work organizaticn, employce rclations, budgeting, etc. Uhile an
experienced technologist mny be able to cffer sound advice, it is

advantageous to be able to e~1ll cn the personnel of ~ management

development organization. At loast two technelogical institutes
in develeoping countries -lre~dy have incorporated this function
in their structures. The implementation of menngerinl rocommendo

tiong ieg likely to recuire more time than the service organization

conterplates, and imposition of fees may be recuired to keep within

budgetary limitations.

Recommendation

I recommend that a program of technical infor wtion and service

for small industry be ezt-blished with government supsort. The In-

dustry Institutce in Beirut is the most promising base for t)is cpera-—

ticne

i
.%&- I have devoted a great deal of effort in various developing coun-—
tries to formulation of this plan, Any scrious devintion from the prin-

ciples discussed above is likely to detract from its effoctivenesse

¥




3

J—
APPENDIX N
I.~wrence l. Bass
NWIDO Senior Consultant

on Industrial Development

Beirut, 30 October 1971

TECHNO-MANAGERIAL, SERVIC'S FOR SMALL ENIERPRISES

Development of improved business practices combired with techno-
managerial servicesz on immediate operating problems are essential to
the well~being of small entervrises in developing countriess These
forms of help are usually directly intertwined with strictly techni-
cal advice, and therefore it is highly desireble that the two forms

of service be cffered through a single organization.

In the aggregate, the small enterprises represcn' - major part
of a developing nation's industrial production, emplo,..ent, and income.
Some of them will becors the big firms of the future. The improvement
of operations of all of them is thercfore a vits™ factor in economic

development,

The advantage of providing both manzgerial and technicel scrvices
through the coordinated program of a single orgeanization is forcefully
demonstrated by the experience of Singapore and Argentina. The activi-
ties in these two countries are summarized below. OQOther examples in |
which these benefits could have bsen obtained arc also cited, in J-pan,

Thailand and Venezuela,.

This coordinzted approach hag also the merit of widening the
hor*zons of the professicnal personnel who participatec in the services,
Often they will work together in helping an individuzl entorprise with
~vg prcvloms. Thus therce will be developed an inereasing cadre of per—
somnel in the country with broad background in techno—economics and

practical business management,



The way to providing managerial services is oftcn paved by re-
quests for techniocal help. The solution of a technological problem
frecuently calls for improvement in management practices, such as
production conirol and scheduling, improvement in marketing programs
to enjoy the benefits of expanded volume, better accounting practices,

more effective employee relations, and the like.

Singaporc. As pointed out in another memorandum, Singaporc has
one of the most comprehensive and best coordinated nrograms which I
heve seen for cuimulating industrial devclopment., It is carried out
under the overall guidance of an autonomous board, with an efficient

central techno-cconomic shizff.

Direct asaistance to siull enterpriscs is provided by a separate
department which carries out field scrvicos and provides general in-
formation on managiment practices. In 1965 its offices were houscd
in quorters adjacent to the technological services, which made crose—

fertilization convenicnt.

In addition, a coordinated progrom of practicnl management train-—

ing was being provided by a loenl management devclopacnt organization.

4t the time of my visit in 1965 therc was excollent mutual cooporatinn,




Argentinae. The major agency for providing technical help to in-
dustry is INTI(National Institute for Technologiczal Investigations),
an autonomous organization similar to the Industry Institute in Lebanon,
but much larger. It is supported by a unique mechoanism through which it
receives funds collected automatically as a small percuntage of all de—

velopment loans made through the developmont bank mechianism,

INTI has a large central technical staff whose activities arc supple-
mented by more than twenty "inlustry centers" engnged in development work
for individunl inrdustries. The latter are supported mainly by contribu~
tions from industrisl associations and partly, particularly during the
early stages, by funds from the INTL budgcte Some of these centres arc

located in other cities.

Po come to the specific point, o management development program
ig orgnnized as a separate department of INTI. The head, Mr. Tjebbes,
is a Vice-President of INTI. Short practical training courses in dif-
ferent aspocts of management are given in the classical paticrn. In
addition, Tjebbes has made 2 good st~ri in providing monagerinl field
services to smnll enterprises, coupled insofar ns poszsible with tech-
pnicnl nseist-nce from the centrzl staff nrd to =zome extent from the
industry centerc. The concept is exccllent, but execution has fnltcred
becruse of l-ck of financinl sunport and some desrec of inertia on the

part of the technical administration.

J-pzn. Very comprehensive separate progroms of technicnl service

and managerial assistonce have been get un under the Smzall Enterprise

Agency of MITI (Ministry of International Trode and Incustry)e




These activitics of the centrnl ngency arc gmall in size compared with
the total of numcrous programmes conducted by political sub-divisions,
which are coordinnted to come degree by the nationnl bodicse. The sum—
mnry of inform~tion preucntcd here is bnsed on my visit in 1965, but I

hove henrd of no bosic chongos since thint dote.

On the technical side, a number of naotional laborntories (1e-152)
are supported by the Ministry. In addition, therc are nbout 70 la-
boratories financed and controlled by the prefectures (states) and some
of the larger mtnicipalitics. Their programs reflect the paticrn of
industry in the area which they serve., One very interceeting feoture
is the provision of facilities in some of them in which employecs of
individunl cnterprises can work on pertinent problems with the assis—
tance of the institute staff. Official testing, the cliont paying the
fees, is also done to certify to the quality of products for which ex-
port liccnses are soughte. {In Iran, the Institute of Standards nand
Industri-l Reuearch, ISIRI, was established in 1896 for the purpose of
certifying the quality of some commodities, particularly those for
export merkete.) The programs benefit from the advice of many local

industrisl associations.

On thc management side, in addition to the activitice of the cen-
tral agency, there are over 50 manngerial centers in various prefecturcs
and lrrge municipnlities. They provide periodic summaries of business
information to small enterprises and also offer, with fees for more de—
manding incuiries, ficld service o handle problems, They give short

courses for manogement developments

A major wenkngse is the lack of coordination betwecn the two types

of services. Also, Gariously cnough, the fees charged rovept to the




centrnl government and not to the orpgnnizations themselves;thus re—
moving an incentive for exponding the progroms (this rnny not be a
univeresl policy in all prefectures, but wns true in several which

I visited).

Ancther werkness is that some national and local orgonizations
are isolated in other Ministries, for ex-mple food znd forest pro-
ducts, thus hindering the desirable cross—fertilization cmong dise

cinlines,

Many of thesc organizetions, including the locnl ones, cxisted
before World llar II, but were greatly handicapped by lack of financinl
support. 4s au instrument of national policy, to cncourage incdustrial
development, they have become inerurcingly important in the post—war

Yeors.

"he technical and manogerinl services hoave had grest effcet on
the chonge in the image of J-opakhese manufoctures in cther countrices.
Formerly Janancee products were thousht of as artistic, ephomeral
commodities, but today they arc in mony cases of extrcmely high tech-
nological quality. To accomplish this, the governament developed a
long list of items which reguired quality certification before export

licenses Were issued,
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Thailande A very successful management develepment program is
in action, in which the graduation certificate of o student is condi-
tional upon the successful completion of a project in his own enter-
prise, the subject being approved by his employer and his faculty ad-
vigor. At the timc of my last vieit in 1989, no lizison had becn
effected with the technologicnl institute ectablished in Bongkok

several years agOe

Venezuela. In mest Latin Amorican countrics it is the feeling
that the numerous “productivity ccnters" cetoblished in the 1950's
were not ungualificd, succegses, and they have becn d@iscontinued. The
program in Venezaela, which I visited briefly in 1971, is still very
actives However according to comments of o former collenzgue, who has
been on the staff, it has been cffcciives There is apporently no liai-

son with a technological institute,

Situstion in The Lebanon

Successful cxecutive develonment courses have been offcered at A.U.B.
They arc uscd by large firms, however, and do not appesr to reach small

industry.

Although I have made many inquiries, I have not heard of ~ny corrcs-

ponding nctivities in bekalf of small enterprises,
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RECOITNDATION

I recommend thatv programs of techno-management training and
managerial service for esmall industriep be established in The
Lebanons, In my opinion, it would be most cffective if organized
ag an extenzion of the Industry Institute, following the gencornl
pattern of the activities in Argentina, described above. Small fees
may be charg-l for some coursecs and services, but by and large the

program would have to be subsidized.




APPENDIX 3T

Lavcence !, Bass
UNIDO Senior Consultant
cn Infustrial Development

Beirut, 25 October 1971

DEVILOPITAM OF NEL INDUSTRITS 70 UTILIZE SUB-STND.RD
AGRICULTURL PRODUCTS LD TO STIMULATE BETTER GR/DING
OF R4 PRODUCE

In most developing countries there is ignorance of or reluctance
to accopt the necessity for selective grading of agricultural raow pro—- I

ducts, particularly for more sophisticated export markets.
1 ] 4

This situation exiets also in Lebanons I have buen told of a num— i
ber of incidents in which prospective forcign impertcrs have been dis— i
couraged because they werc sent samples showing unacceptzble variation
in quality, and even a qiffercence in varieties., Still worse are ocen- .
sional sharp practices such as submitting samples wi.ich are not repre-—
sentative,or "window-dressed” packages in which choice epecimens are
placed in the top layers; these are self-Cefeating, bec-use the buyer

loses confidence in the intcgrity of the potential supnlier.

This memorandum is addressed to one menns of stimulating better

gracing of raw farm products by devcloping secondary outleote for sub-

standard material through new by-product industricse

There are, of course, lonfer range programs Which can affect an
improvement in the general level of quality of agriculture procucts:
(1) educational efforts of the agricultural extension scrvice; (2)

a sgysten of agricultural develoument loans to encourmge improved farm
practices; (3) sclective purchasing of produce by wholesalers or pro-

cessors; (4) agricultural devclopment programs by wholesalors or pro- ;

cessors to secure better supplies of raw materials; (5) promotion of
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farm cooperatives to encourage use of better varietiesg, improved
farming practices, and more effective marketing channels; (6) more
aggessive services by vendors of agricultural supplies to introduce
nev methods ond products, All these activities should be encouraged
by public policies, Another means iz to increase the use of awards

and prizes by contests at agricultural fairs and exhibits.

Sueseetions for By-Product Agro-Industries

T he poscibility of stimulating jndustries to make economic
use of lower quality produce should receive priority attention. In
the following sections a considcrable number of ideas are suggested.
A few of these appear to deserve immedi-tc congiderantion for imple-
mentation. Most of the others are at present only posuibilities, not
probabilitics. There is insufficient time for me to participate in
their thorough techno—economic evnluntion, but they arc listed herc

to encourage further investigation of their potential. i

Tn some cases therc is said to be too limited agricultural pro-
duction in Lebancn to permit such operations to becone viable., 1In i
a separate memorandum 1 am proposing quantitative investigation of ﬁ
means of reducing aveidable wastage of farm produce between standing i
crops and the consun. ro Thig raight lead in some border=line casesg ;
to increasing the volume of raw materials to an extent that will justify

by-product industries. Theco will, of course, be longer range objocc—

tives,
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DIried Banana Powder

About 1935 a semi-~commercial plant wns operatcd in the United

States to produce good quality poewdered bonana By means of an atmos— I
pheric drum drier nrocegs. Bananag were converted to o slurry which
wag fed on to a large stoenm=heated cylinder and the dried film was i

gcraped off at the end of the revolution by a doctor blade. Cylinder

and blade were chrome-plated to prevent corrosion. I witnessed several
experimental runs and had no rc¢oson to rmestion the claims that the pro- i.

cess Wog economically feasible, ]

Strenuous efforts were made to creatgng market of sufficient size,
under the direction of a noted authority/nutrition. Aside from the ]
cbvicus uses in ice cream and sweet bakery goods, an attempt was mode
to introduce it into white bruad to improve the nuiritional quality;
the results were discouraging becouse only o low  percontzge could be
employed without umndesirable reduction in oven—springs The enterprise

was finnlly abandoned,

I have heard that in recent years there hns been rovived intercst

in powdered bannna, rparticularly in Latin American countrics which are

producers of this fruit. If there is definite interest in the idea,

I can sugrest pources of definite informations

I believe this concept should be considered for The Lebzneon if

there iy sufficient supnly of bananase. 4 small drying unit would not
be very expensive, the technology is simple and pre-pilot cérier which
ig inetalled at the Industry Institute could be used to work out de-
taile of process and to mnke snmples for market testing. An immediate

important use would be for physicel admixture with defatted dried

milk to improve nutritional wvalue and flavor.




I recommend agoinst consideration of throe other available pro-
ceggses for producing powdered banana, viz. vacuum roller, spray dricre,
and "freeze drier", They require morc expensive ermipment, largor

through-nsut for cconemic size, and more complicrted technology.

If a commercinl unit were to be installed for drying bananss, its
off~senson producing capacity could be utilized for drying other fruits
and vegetables with Ciffercent crop cycles, provided that there are sup—

plies within economic tranesport ranze.

Dried Aponles

There is said to be a problem in marketing surplus production of
some varieties of apples. Processes for drying sliced anples by kilns
or tunnels have been umed for years. Sun~dr:ing is also a possibility
unlese atmosgpheric moisture is too high. Market potentinl for this

product should be studied,

Atmospheric roller drying is also a possibility, althoush I suspect
that a carbohydratc carricr might hove to be added. This was the cssence
of the invention of R.S. Fleming fifty years aro which led to the com-—
mercial production of powdercd citrus juices in the United Stotes by
spray-drying. Investigation of roller drying could be made through =
development project at the Industry Institule, using its experimental
unit, If apple powder can be produced, it could also be uscd with de—
fatted skim milk powder, cither as an alternative to or in combinatien

With powdercd banano.

Iggentis) Qils and Floral Extracts

There appe~r to be dpportunities to create an industry by extrac—

ting the oils from herbs or flowers. The quality of local peppermint,

for ex~rple, is said to be exccllent. The technology for producing

D
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these oils ie well known and rcadily available. 4 comprchensive
survey of world marikcts should be made Tfor these commodities which

could be produced from pruzent or potentinl Lebanese rew materianls.

Infant Foods

The concept of ecnriching defotfted milk powder with banana or
apple powder hag nlrcady buen mentioned. In addition, the potentinl
markcts for o line c¢f stroined cauned vegetobles and fruits should
be alalyzed, If roller drying cquipment ies installed, some of the

products could be macde in powdered form.

Other Annle Preoducts

Tho following ideas should be considered cnly as suggections,
because therc has not been time to make coven preliminory studies of
feasibility. They should be screcned by techno-cconomic evalunticn

beforc they are discussed with potential entreprencurs.

To asgeist in utilizing surplus off-grade apples, juicing could
be considered for new indusiries such as preserved apple juice, npple
champagne, fermented and distilled products, cider vinegar, and combi-
nations of apple Jjuice with other fruit juices an@/or flovors. In
gome incustrislized countries new applications of tle jelling pro-
perty of apple pectin are found in apnle jellies with other flavoring
materinls, such as nint. Apple pulp can be used in the form of pre-
served infant foods, and perhnps as jams, egpecially when other flo-
vors are added. Prescrved "apple sauce", i.c., stewed apples, is very

popular in the United States. Pectin recovery from the pomace pro-

duced by juicing may be a possibility.




Citrus By--Products

Cull citrus fruits are suitable for the preparztion of proserved
juices, and eventually for quick-frozen productss The skins can be can-
died as confections, used in marmalade, or dried for usc as a componcnt of
cattle feud, BEssential oils (crange, lemon, tangcrine) should be consi-
dered as a new industry. Recovery of citric acid may be lon er-range

possibility.

Onion Products

Dried onions should be imnroved in gquality by better grading of raw
material and contrcl of process. The extraction of cnion oil may be a

nossibility.

Pregerved Veretnble Producis

Corrots, beans, tomatoes and other veget-bles in surplus eupply
may be canned, Cried, or processed to yeild "strcined vegetables" for

infant feeding.

Recomm.ondntion

The sugreotions for new products listcd obove, as well as ideans
from other scurces, should be gsiven proliminary study to set priorities
faor these which should be invegtipated in cdepth. Those that scem to
hoid most promise for short-range development arc: dried bananas, dried
apples, preserved apple juice, essential oils and floral extracts, infant

foods, dried cnions, and canned vegctalles.

Additicnal innovative concents cculd be stimulated by offering re-
wards for successful idens, as was done during the Napoleonic Uors, with
the rerult that sterile procensing of foods was developed by N ichelas

Apperte.




APPENDIXK N
Lawrence 1. Bass

UNIDO Scnior Consultant
on Industrial Devclopment

Beirut, 17 Octcber 1971

INVESTIGATION OF THE APPLICABILITY TO THT LEBANOH
OF SOME TEATURTS OF THE SINGAPORE INDUSTRIAL
DEVELOPMENT PROGRAM

1 had an opportunity to study the industirial devolopment pro-
gram of Singaporc late in 1965 and I consider it one of the best or-
ganized, most compréhensive, and dynamic I have seen anywhere in the
world, including the highly industrializel countries. I have not vi-
sited Singaporc agnin since that date, but I understand, from collea-
gues who have, that the program is progressing in o highly gratifying

manners

The situation of Sinzapore offers many similaritics to that of The
Lebanon. Singaporc hag a ponulation of roughly the samc size, small
geographical arca, limited natural resources, and intelligent, indus—
trious, and quite well oducated people. Facing a loss io the economy
of rcduced entrcpdt functions and the inceme from a largc British naval
base, the government felt obliged fo tazkc steps to provide employment
for the rapidly increasing labor force. Industrial development appearcd
to offer the best opportunitics and accordingly an autonomous agency vas

created over 2 decade ago to undertake this tnske.

Scope of the Singavorc Industrial Development Program. The center

of this sutonomcus program is a large planning agency with & competent
professicnal staff which makes thorough techno-econcmic evaluations of
the general economy. They also analyze the murits of requests for ou-
thorizaticn 40 cctablish now enterpriccs and of all applications for

development loans.




A major activity hos been the installation of two largc indus—
trial estates, one for heavy indusiry, the other for light industry.
An excellent infrastructure of facilities has been provided for each.
They are located at come Cistance from the center of the city. To
encourage decentraliszation ¢f populaiicon from overcrowded districts,

attractive housing, shepning, and schools have been erccted.

An aggressive program of export promotion has been established.
This consists of marketing information, "trode fairs", central exhibits

of local products, and expert advice on industrial design.

Technical information and aesistance is provided by a comprehen-
sive techneclogicnl institute, which ccopcrates closely with institutions
of specialized education. The scope of the work includes analysis and

A

testing, standardization, technical aseistonee, product and process im-

provement, and development of new products ond processcs.

A separatc but coordinated orgenizaticn deals with the problems
of small cnireprises. It offers assisiancc on technical and managerial

problems,.

Practical courses in management developmont are offercd by o co-

oncrative scheme with the local managcment asscclaticna
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There is also a good program for training apprentice weorkers

in special skills.

1

The merit of thig comnrehensive structure is that all activi-

ties are coordinatcd through a compesant central agency.
i ! 1)

Rucommendation: I recommend that a small survey tesm of eXx—

perts be sent by the Government to Singapore for a period of several
weeks to make a comprchensive study of this develcpment program. De--
sirable skills for this purpose are: economric planning, engincering

teehnelogy, mark:sting, and public legislation.

This tcam should be joined in the final stages of their study
by a senior goverament official to review their findings and to make

additional high~lcvel contacts,.

T am convinced that this survey will reveal many valuable policics

and procedures which can be andepted or modified to zuit Lebanese re—

quirements.
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Lawrence Y. Bags
UNIDO Scnior Consultant
on Industrial Dovelopment

Beirut, 17 Octcber 1971
INVESTIGATION OF THE APPLICSBILITY TG THT LEDANON

OF SOME FEATURES OF THE SINGAPOPE TWDUSTRIAL
DEVLLOPHLNT PROCRLM

I had an opportunity to study the industrial development pro-—
gram of Singaporc late in 1965 and I consider it one of the best ore-
ganized, most compréhensive, and dynamic I have seen anywhere in the
world, including the highly industrialized couniriee. I have not vi-
gited Singaporc agnin since that date, but I understand, from collea—
gues who have, that the program is progrpssing in a highly gratifying

mannere

The situntion of Singepore offers many similaritics to that cof The
Lebanon. Singaporc has a populaticn of roughly the samc size, small
geographical arca, limited natuwrsl resources, and intelligent, indus—
trious, and quitc well educated pecple. Facing a loss to the economy
of roduced entrcpdt functions and the inceme from a largs British naval
base, the government felt obliged to tcke steps to provide employment
for the rapidly increaszing labor forccs Industrial development appearcd
to offcr the best opportuniticec and accordingly an autonomous agency was

created over a decade ago to undertake this taske

Scope of the Singapore Industrial Development Program. The cenver

of thig autonomous program is a large planning agency with a competent
professional staff which makesg thorough techno-economic evaluations of
the gencral econcmy. They also anclyze the merits of requests for osu-

thorization to cctablish ncow enterprises and of all applications for

development loans.




A major activity has been the ingtallation of two large indug-~
trial estotes, one for heavy industry, the other for light industry.
An excellent infrastructure of facilitics has becn provided for each.
They arc located at gome Cistance frrm the center of the city. To
encoursge decentralization ¢f populaticn from overcrowded districts,

attractive houeing, shepping, and schools have becn erccted.

An aggressive program of cxport promoticn has been established.
This consists ot marketing informatiocn, “trade fairs™, centrzl exhibits

of local producis, and cxpert advice on industrial designe

Technical information and assistance is provided Dy a comprchen—
gsive technological instituic, which cooperates closely with institutions
of specialized education. The scope of the work includes analysis and
testing, standardizetion, technical aseistance, product 2nd process im-—

provement, and development ¢f new products and processcs.

4 separatc but coordinated organization deals with the problems

of small cntrepriscs. It offers assislance on technical and managerial

problems.

Practicel courscs in management development are offcrcd by a co-

operative scheme with the local management associaticn.
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There ie also a good program for training approentice werkers

in special skills.

The merit of this comprehensive structurc is that all activi-

ties are cocrdinated through a compusent central agency.

Rocommendntion: I recommend that a small survey tesm of ex-—

perts be sent by the Government to Singapore for a period of several
woeks to make a comprchensive study of this develcpmont programe De-
sirable skills for this purpose are: economic planning, engincering

technology, marksting, and public legisglation.

This team should be joined in the final stages of their study
by a senior government official to review their findings and to make

additional high-lcvel contacts.

T am convinced that this survey will reveal many valuable pelicics

and procodures which can be adepted or modified to zuit Lebanese ro—

quiremcnts.
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ApPENDIX T

Lawrcnce 7. Bass ,
UNIDO Scnior Consultant

on Industiial Development

Beirut, 16 Octcber 1971 '

A PROJECT TO STLILATE SPECIPICATION MANUTACTURE OF ‘
HOUSEHOLD GOODS BY SMALL FIRYS THROUGH A CENTRAL '
MARKETING ENICRPRISE

- o —————_

The objective of this project is to encourage the establishment
of an aggrcosive marketing on'erprise for household goods which will

rely for a majocr part of ite commodities oun smell local firms which

e e

will be agsisted in the manut.cture of specification producis by the
expertise of this central organization. This concept is based on the
performance of Sears-Roebuck in successfully demonstrating the prac-—

ticality of this type of cperaticn in Latin Americas

T 2y T

Background: In the late 1940's Scars-Rocbuck, one of the most @
gkilled retail merchanidizing orgenizations in the world, embarked
an a project 7 install in Mexico a large general store of the type
that had proved so successful in the United States. The original y

concept was that the merchandiee would consist of 80 percent imported

NN [, PTTIET T H MH e

goods and 20 percent of local manufacture. Specified quality is the i
keystone of the cperation, and efficicnt purchasing and marketing
management has always resulted in low priccs te the consuming pub~
lic, By systematically encouraging Mexican enterprises to undertake
producticn of their recuirements, the proportion of imports was greatly
rcduced over expcctations and by the middle 1950's 80 percent of the

products sold were manufactured loczlly.

|
i
This impressive program was initiated by sending a team of produc-—
tion and business management experts to-Mexicoe. They seclected firms of i
small and medium sire which wished to cocperate. They assisted them in

organizing produc ;ion operaticns and quality ccontrcl to yield items meeting |
the rigorous standarde of the merchandising crganization. They aided them

in installing sound business practices. They provided financial assis—

- tance under favorable terms where necestary.




The benefits to the local producers were marked. They enjoyed
the advantage of a steady customer for a majcr part of their output
at atiractive profit. The efficiency cf their cperations was consi-—
gerably incremsed. The effect on competitive industry not directly
involved in the scheme wop to raise whe standards.of industry a8 a

whole,

The advantage to the consumer was qunlity merchandisc at lower
prices. The competition nlec improvad the performance of other re—

tailers.

The experience of Secars %oebuck in Mexico City was so successful
p h

thet similar stores were esiablished in other cocuntries of Latin

America.

Egyptian Study of the Concept in 1954, Yhile I wae fomiliar in
icept 1n

a general way with Sears Rocuuck's Mexican operntion, I had the good
fortune to lasxn the detzile from an exccutive of the company, of
Middle Eastern origin and bacigreound, who came to Cairo for seversl
weeks in 1954 as 2 U.S.4.I.0 HZpert oa retail merchandizing. I spent

considerable time with him investigating the leccal sifuation.

Te found that a fow of the large “denartment stores” in Cairo had
already made a start in this dircction by establishing small subsidia-
ries (in a few cases contract production by independent manufacturcrs)
to make such items as rerdy-to-wernr clothing, decorstive clectric light
fixturcs, and emall bathroom hardware. e locatcd a number of small
firms which could have been developed into competent suppliers in a

numbtoar of diffarent lines,
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In short, the opportunity had practical potential, but the
business climate at the time was such that the concept was not per—
sued further; Interestingly enough, the expert felt that Beirut ;j

then offered many adventages for an operation of this kind,

Consiceration of Alternatives to a New Merchendizing K

Enterprice

1t is of course fea ibly to encunrege large general merchan-—
dizers alrcady in operation 1o undertake the development of local

supplicrs. Inertia would pyrobably make this a rather slow process.

T W A T

Further, they are unlikely i hzve the skills and paticnce to sti-
mulate constructively the productive capability of notential manu-— R

facturcers.

I have becn told that crwe industrialists are intercsted in

providing marketing orgonisuiions tc serve as ocutlets for small
manufacturers or houschsld nroducers. An example is found in the 1

successful Maiscn dos Artisans, spoasored by a government zicncye ;

i —T T e TR YT o mpermm——"

To me it is doubtful, however, that any such move wculd provide :

-

the strong impetus of a vigorous now marketer, .r would have the

g g

leverapge to enferce efficient produsiicn of standardized iteme,

T—

Rocommen@ntion. T recommend that an approach be made to Sears-

et — ey

to . . . . o .
Roebuck/exploro their possible interest in establishing a merchandi-
zing organization in Lebanon. They might do this as a company opera-— |
ticn, &8s a joint venture with Lebanase intcrests, or as a consultant

or adviser to a local groupe I belicve their cocperation is of para~

mount importance because of their extensive experience and know-ho.
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T ourcnce 1, Bass

T 1 «Szjsﬁi_ U¥IDO Senior Consultant

Py T BT .
Jakggidi A on Infustrial Development

Beirut, 19 Octcber 1671

Investization of the Supply-Domnnd

Siturtion for Profe-si~n~1 Perconrel

In 1941 quantitative methedology was develeosed by Andrew Fraser ~nd
the writer for analyzing the profescicnal and economic status of the mem—
bership of the American Chemical Society, using a completely nre-coded
questionnaire sent to each individucl membor without follow-up; a grati- S
fying response of over 75 percent wrg obtained. In 1944 the survoy was l
repeated to determine the effect of wartime roe-ndjustment.cn the structure of

employment.

In 1946 2 simil~r investigation was carried cut by us for the consti- ;
tuent societies of DEngineers Jeint Council, with a memboership of about ; ;
100,000. Because chemical engincers were included in all three studies, | ;
this gave a run of the pericd 1926-1946, the longest gpan of quantitative

data for any profussionnl group.

s e e

The muthedology is now the basis for the Nntionzl Register of Spe-

cinlized Personnel in the United Stmtes. The informaticon is updated pe-—
riodically and coverage hns been expnnded to include the =ocinl sciences j

as well ag the naturnl sciences ~nd ergincering.

SIOPTRRRCCY. T ey Yo

Surveys of the status of professicnnl perconnel hnave been made in

some devcloping countrics, but the only cne that was properly designed, L
Bo far ag I am aware, Was one carried out in Colombia nbout 1966-67,with !
ndvisory anseist-nce of the U.5. Division of Labor Statistics nnd the Man-
povwer Committee of the U.S. National Academy of Sciencese Publication of

the results of the Colombia study wes regrcettably slow.
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The estimation of demand for professionnl personnel requires a
different technigue, such as thnt developed by the Empleyment Committee
of the U.S. Engineers Joint Ccuncil, The results are much less rclinble
than surveys of the individunls themselves, but the datn are ncne the
less helpful in setting educationnl policies and providing placement ser-—

vices.

Surveys of Professicnal nnd Economic Status

The completely pre—-coded gquesticnnaire developed by Bass and Frascr,
Wwhich wag returned without identificntion of the indivicdual preparing it,

covered the following peints:

Professicnal Maturiuy: Based on the year of first college degree

(actual median age about 23 in the United States). For non-graduntes
the respondent waos asked to ectimate the year in which he first attained

profassional status.

Educntion: In addition to age at graduation, the recpondent was
asked to specify his major field and the highest degrec awarded. In
The Lebanon it would be interesting to learn hew many had been troined

abroads

Georranhicnl Location: This question is important in the United

States, but might be disregarded in The Lebanon.

Type of Employment: Government service, educnticnal instituticn,

private industry, self-employed.

wmp——— -
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Field of Empleyment: An arrcy of major fields of natural and

sccinl seciences and englneering.

comrm o

Emnloyment Statuc: An arrty of levels of responsibilitye.

T

Wature of Employment: An arr:y of specinlized activities such
a8 analysis and testing, designsreccarch and developuent, production,
marketing, ctc. : ;
t
Flexibility of Employment: Number of different employers worked E
H

for during a stated pericd of yenrs.

e STTT

Salary: BRepular salary from employment per month cor yesr, oxclu-

sive of fringe benefiis and other income,

Total Income: Data for income during the yesor from 2ll scurces,

gl LY Rt e B

without further breck-downe.

Historic~l Perspective: Regpondonts werc asked in cerizin ques—

tions to give d-ta for a selecticn of previous years in order to cstab—

lish trends.

Corrclation Anolysis: The tabulations were programmed to provide

information on salary over a period of years as related to other aspects ?

of employment.
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Value of Repults

The data supplied information regarding the pattern of deployment
of professional personnel according to type, ficld, status, and n~ture

of omployment.

An extremely useful fenture was reliable information about rates
of remunerotion which had never been available before. It wos clearly
apparent that at that time salaries in universities and in gevernment
were much below those in industry for ecuivalent nesitions. This has
provided lever~ge for nouded adjustments ~nd for several years the le~
vels have been in reascnable ecuilibrium. It was also appzreat to in-
dividuals, although they could not be identified from the anopymous
questionnaires, that they uerc being paid below a reagonable norm for
their cccupatiocnal sintus and they could therefore re#ch apnropriate

decigions to attum»t to remedy the situation. AN

Estimation of Employment Opportunitics

Some iden about employment opportunities can be obtaincd from
trends projected from data on nrofcssional a2nd economic statuse These
estimates arc not roliable, in scme onses, however, because of rapidly

changing conditions vhich they f2il fo reflecta

In any case, it is desirable to gnther the information directly
from = representative sample of prospective employcrs. This is not

b

as succeseful a procedurc as one could wish, but I know of no better
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The concept has been tried in some developing countrice, but un~—

fortunately discontinued after discouraging results the first year.

Succegs denends on repetition, becruse the somple of employers gro-
T T y ) P42 g

dually becomes acquainted with the technigue and mere willing to take

seriously the recuccts for estinates.

Recommendntion i

T rocommend that the statistical secticn in the Ministry of Plan-
ning conduct a survey of profcssional and cconomic status of the charace

ter described above, taking into consideration the following pointe:

Qe

b

Qo

fom —ra

+ m—

To secure profescional endorsement, it would be well to k
plan and carry it out in collaboration with one or merec

nrofesgicnal orgnniz-tions, :
Some offort will be neceseary to develop = comprehensive list

]
of motential respondents, and for this purpesc it may be ncces-— t
sary to do considerable »romotion to get the names of individu-le. .E

Unless there is strongs reascn to the contrary, ithe guegticnnoires
> r L

ghould be anonymous to encouraze an adequate number of responsces.

gy =

. T

I believe it would be wise to limit the survey to the natural
sciences and engineering for the initial study if the wniveim: ! E

is large enocugh to provide cells of size to be statistically i ;

significant,
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¢. The questions should be much simplificd from the ques-

tionnaires used in the United States.

There nrc apparentlync copies in Lebancn of the roports 1 hnove
mentioned. I have copics in the United States and c~n mnil them imme-
dintely on my return home in mid-Decomber. I can also cbtnin informa-—

tion about the survey made in Colombia, but this will take lonzer. Q

T recommend alsc that steps be t-ken to start a survey of employ-
ment opportunitiez, Here ngrin I ean mail sone pertinent informntion on :

my rcturn to the United Statcs.

. ———— " Ty
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Yawurence VI, Bass
UNIDO Senior Consuliant on
Incustrial Develceiment

Beirut, October 27, 1971

SURVEY OF ORCANIZATICHS, WACILITIES AND PROGRANS
TO0 STIMULATE CAPABILITINS FOR DEVELOPIHG IOV .
TIVE TECHHOLOGY

One of the most valuable acsets of a country for industrial develop=—
ment is its reucurces of skilleld porsonnel for research and dovelopment
projects, the orghnizations vith which they are connected, and the spe-
cinlized ecuipment z~nd¢ facilities which are available to them. £ survey
of profesricnal and cconomic status of specialized personnel, as recommended
in another memorandum, will yield gross dota on the numbers 2and backgrounds
of individu-ls enmaged in thece activities. The prceent memorandum  is

devoted to the infrastructure in which they oneratc.

Information cn Recunrch and Devclomment Ormanizations

One of the most valuable compilations for measuring the orowth of
applicd research and development is the publicaticn "Industrial Rescarch
Laboratorics of the United Statee", which was st-ricd by the U.S. Haticnal
Rescarch Council in 1920; new editions appesr at intervals of about every
five years. 1In 1920 the list included less than 300 laberatorics , but
the current is:suc shows several thousand. Bach catry gives the neme of
the orgonization, the name of the rcsearch director, the size of the
gtnff ~nd the disciplinec represcnted, and the major arens of investi~

caticn.  Other infermation sometimes included covers ihe year when or—

ganized research wag started and the size of the technical librarye.
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Similar public-tions are i:sued for governnent research organi-—
zations, Some compilations, usually in selected fields, have been
made of acndemic rcsoarch programs, and somc lists of postgraduate

thesis subjects are also availatle.

More recently therc tynes of information hove beon published
in couniries of HWegtern Furope, and scre developing countries are

beginning to follow the patiern.

Ligts of Specirlized Bquipment and Facilities

In the United States lists of ecuipment and focilities in dif-
ferent laboratories in various specielized fields began to be iscued
many yearc agos. This infoma~tion is espocially voluable in develop—
ing countrics, many of which, for ex~mple Brazil, arc begirning to
adopt the schemes The import-nce of the lmowledge is illustrated
by the example ¢f 2n experimental roller drier at the Industry Insti-

tute reforred to in another memorandum an by-prciuct agro--industrics.,

Becouse of the importance of technical literature, progroms to
compile systematic information about the availability of Jjournals

and reference books has becn begun in some develeping countrics, in
|&) L ?

Br-zil for instnnce.
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Digcussion Groups of Technical Managers

T+ is very advantageous for managers of technical activities to
have an opportunity to discuss informally their common administrative
nroblems, This can be done without the rick of disclosing confidential
information about specific recenrch projccts, a fear gcmotimes expressed

by conscrvotive industrialists.

The first crgonizaticn of this type wos to the best of my knowledge
a membership association established in the United States in 1923 for re—
cular monthly lunchcon and dinnor meetings of a group of rescarch dirce-
tors from larpe firms. I is still in operation with a roster of about
30 elected membors, S nge 1938 a number of other organizations of similar
character hove sprung up, somc of them with nembership concentrated in o
1arge industrisl conter, ~nd onc devoted to pronotion of intcraction

anong represcntatives of goveronent, industrizl, ~nd university roescarche

Thig nmovumcnt is now becoming very active in Uestern Europc. Its
oxtension to developing countricc is being promoted by an orgonization acpon-—
gsorced by UNIDO: UAITRO (orld Association of Incustrial ~nd Toechnical Re-
scrrch Orghnizations)e Some crganizztions of nntional charactor arc being

formed,notably in Braszil.

Ppraining Courscs in Technical Monogenont

The firct university cource of this type of which I have knowledge
was organized at New York University in the Unitcd Stotes in 1938, Since

then sover~l other cduc~ticn institutions have cotabliched sinmilar cources.
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Usually nany of thu lecturcs arc given by industrial rooearch CXQCUs-
tivos. The progrmme of the Ancrican M~narencnt Ascociation, and morc
recently of itso Eurcpesn offspring in Bruscels, hove included nany

workshops on the subject. 4 nurthor of individunl profcscore in schools

of businc.s administr~tion ard interccted in the problene of rescnrch
nanagenent znd assign post gradunte thesis nroblens in this area to
their students.

This intercet in "poscarch on recearch" has spread to Hectorn

Europe, ~nd a nunber of troining courscs and ysrkshops have been or-

gnized in various countricsa

courge in the monagoment of tcchnisal

~g piven in the UdfoR. in 1964, 1t

The firet formal training
programs in 2 developing country u
by the Ford Foundation in coopuration with the Egyptian
~nd conducted by a four-

wag sponsorod
Nationsl Institute for Men goment Devclopnent,

men tenn from Arthur De Little, IeCe, of which I wos the lender, Scre

ts alco gave lucturcg in their respective disciplincse.

rotc a 35,000 word syllcbus, sclected rmuch

local snecinlis

I orgmnized the program, W

supplenentary naterizl for digtribution to perticipants coordinnted
DL X t

the prescnistions , ond supervised the activitics of snmall working
golected ~nd programncd specific inlustrizl projects.
d by 38 Egypticn tcchnical &ircciors

They were 21l housed

groups vhich,
The threc-weck ccurse wos aticendo
from goveranment, industry, and universitics.
in o hotel thouzhout the scccionse They roceived diplomas in 2 final

nmacting.

i
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Rocormendations

I recormend that all these activities be started in The Lebanone
They do not neccscarily require acticn by governmont agencics, but
should be undertaken by any orgmnizations or individuals who are intcer-

csted. Specific comments on the local situstion arc made under cach

heading.

Informntion on Rescarch and Developmont Org~nizations: This pro-

jeet mizht be underinken jointly by the Naticnal Council fer Scientific
Research, the Ascocintion of Lobancse Incdustrialists, and represcnta-
tives of o university and o governnent laboratorye It could be started

as scon as sonecxne tokos tho initiative.

Licts of Sneccinlized Equipmunt and Tacilitics: The same comments

apply herc.

Discusesicn Grouns of Technical Manngers: 4ny organization of

this type, bucausce of the small velume of incdustrial roecarch per so,
would probably necd to include ropresentatives of government and uni-
versitics, technieal heads of larger c-mpanics, ~ad tochnically ori-
ented menagers of small industrizl firmg. & nuclcus of four or five
membors weuld be sufficicnt for a stort, although a~ larger group is
desirables ULhat is nccded is a rccognized leader of the technienl

community who hag the intercst, onthusizsn, and perscverance to or-
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gonize the activitys Lssocioticng of this kind sonctimes grow out i%

~

of a arall group of nuibers mocting periodically in privatc homese

Trainine Courses in Technical Managcmont. Leain, the orp~ni~

zation of this nctivity dcpends on the intercst and cnthusians of
an individual. The activity could be sponsorcd at L.U.Be by the
Departnent of Busincss sdministration or one of the technionl de—

partnents, the Association of Lobonese Industrinlists, the Lebanese

Manogement A=sociation, the Ministry of National Economy, the Minis-
try of Planuning, cr the Naticnal Center of Scicntific Researche.
|

Therc might be nore than onc coursce to suit the ncede of the
ccucational community, goverament roeprecentatives, industrial tech-
nical nonagers, and nanagers of en~11 cntcrpriscs., On the other
hend, o single coursc could be cdesigned of broad cnough scope to i
sntisfy all different intcrosts to a roasonable degrice i

Publishod informotion is available to provide background naterial i'
for n courzo, for example, the UNIDO Manual on the Administrntion 57
of Industrinl Resemrch Institutes in Developing Countrics (the sub-
ject matter is applicnble to all tochnical notivitics, nct just to tech~ P -
nological instituhus)and other UNIDO publications.  4dditional sugges— | :
tions of ccurse content arc boing proparcd by UNIDC, TATTHO, and other
org-nizaticns. I am now outlining subject matter for a four-gcesicn i

course on "Hanagunent of Devulopment Projcete", including ac major to-

pics: (1) sclection and definition of prejcote, (2) programing pro-

jeot activitics, (3) carrying out and controlling projects and (4) the

managenent of inter=disciplinary projcct tuamse
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QUANPITATIVE InVESTIMATICN CP REMEDIAL STLEPS b ¢

TO REIICE "ACTACE OF AGRICULTVRAL PRODUCTS

BOTYEEN FARM AND CONSUMER g

There ig considerable losay in many countries in agricmltural

produce between standing crops in the field and the amount that

finally reaches the consuming public. This wastage results from iy

B et i s o TR

inefficient mechanical gerations, and from spoilage and damage by
pests., In India it has been estimated that the loss of grain - a E‘
relatively stable product — is about 15 percent. Fer perichable

fruits and vegetables, it is claimed that the wastage between the
market gardening arez and the central city which it served amounted »

to 35 percent. Obviously there would be a great nutritional and eco-

nomic gain if major sources of loss could be partly corrected. In

highly developed countries handling and procersing losses approach a i

minimume.

The sources of loss can be identificd and quantified by a proce-

dure which process engineers ozll a "materials balance". This inveolwves

a step—by-step measurement of the net weight of material ns it is har-
vestel, collected, stored, transported, processed (if processing is '
involved), and distributed., To determine net weight, beceuse varia-

tions in water content must be eliminatcd to roach a meaningful mater-
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ials balance, a convenicnt chemical analysis is useful, such as butter-

fat testing for milk products, fat content for oil scaeds, sugar content




of nweet preduce, or nitrogen content of legumee. If the meens
for analytical determinations are lacking, dry woighis may be used, :

although the results will be lese accurate.

The bencfits from such a program rcach all scctors of the eco—
nomy, Farmers arc encouraged to improve their practices and thus
esTn mMore. Middlgmen, wholesalers, retailers, and exporters enjoy
the advantage of a supply of greater uniformity and lowercd spoil- :

age. Proceesors have a better source of raw materials. And consu-

mers benefit srom an improved standard of quality % lowcr prices

becruse of grenter efficiency in the entire chein of transactions.

This subicct is pertinent to industrial development 2s a ;
m:ons of inoreasing supplies of raw materinls for agro by-product . i
industrice, and of improving uniformity and quality of raw procuce
for cxport and local warkets. In a separate memorandum suggestions

are made for potcntial by-product industriese

The procedure involves segregating an adequate experimental

sample and following the changes in net weight as the material L

passes through successive operations. At cach step th2 appropriate
sources of loss should be listed nnd the magnitade of their effecct i -

estimnted. Pr-etical methods of reducing wastage should bo cvaluated,

and this ev~luation should include cost-Yenefit ratios.




L+

The cone¢t of mass balances teo incruase efficiensy has long been
used to control the extranction of cane sugar and bect sugar from the
raw materials. Tt has been applicd to the wood industrics, for ex-mple,
in following operations from cstimates of lumber in st-nding trecs,
through loging, to sawmill opcrations., The scheme is in common usc in
modern Tood processing plants, such ag milk products plants, c-nning
pl~nts, ¢to., ~nd the most progressive organizations extend the mater—
iasls balance concept to assist farmers to improve their agricultural
practices. One large quick lunch company with many rotail branches
kept track of tiuc number of scndwiches to be produced from a given wei-

ght of drecssed chickens, beef, and ham.

Recomméndation

I recommend that some recearch orgziization in TLebanon concerncd
with agricultural producte be ¢ncouraged to conduct one or more pilot
studies to demonstratc the benefits to be obinined from such investige-
tions. The idea should be cxplored with such institutions as the Green

Pl-n and the School of Agriculture at 4.U.B.

The investigations should be carried out by an interdisciplinary
toam consisting for example, of an agricultural economist, an agricul-—
tural engincer, a food technologist, a specialist in food marketing,

and a specialist in operations rescarch methodology.

If financial support for the investigntion is neecded, funds might

e cbaned from an intornational agency, through a bilateral agreement,

or from o philanthropic orgonizations 4 convincing progizn would have

to be submitted with the recuest,
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STIMULATICH OF BAWDTCRAFT INDUSTRIES

A very effective approach o assizh the devclopment of handicrnfi
industries has been made by the inistry of Social Affairs to stimulate
andicraft production and marksling. Thae Maison des Artisans is an

excellent example of this activaitye

The purpose of this memoramlum is %9 call attention to the very
comprehensive and aggressive posgram thet has been eztablished in the
Philippincs. 4 now agency was st un ovar g decade ago to cncourapge
what they tcrm "cotioge industreoes'’, nomely, hrnd-crafied pottery,
decorative textiles, costume jevelry, smzll decorative metalware, ob-
jects of woven conrse fibers, ~»al the likes The central office has
a staff of experts 1o previde v irioe, iwpréving designs, quality,
technicues, and merketing procedures, Urench offices have been set
up in various localities and exncriz aie sent out from the central or-

ganizaticn to azeist in expanding the ».oogram,

I visited the central offive and one branch office in 1965, and

consider the operation to be cne of the wmost comprehoensive and successful

programs I have seen in any developing countrye It brings to mind the

q e
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impetus given +to the »roduction ot silver jcwvelry inm Tazwn,Mexien,
which I have also seen at Tirst hand; in this case, the initial wvii.. |
mulus came many years ago irom the unthusinsm and organizing ability
of one man, who encourcged improverwcnt in houschold and small enter-

price production of better Jdesign ~nd workmanship, ~nd also worked

out an effective marketing channei..

RECOMMENDAT TON

I recommend that the roncerrnc! department in the Ministry of
Social Affrire write to The Cotta,: Industry Agency in Maniln, The
Philippines for full infoi~ation wtout this activity, 1if they are
not already acquainted witl. it. At the time of my visit they had
av-~ilable some excellent Lwuchurcs and reports which told the story

in full.

Republic of Lebanon
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