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PROJECT SUMARY
 

four developing
This five-year project provides for annual grants to 


country institutions of $50,000 each to enable thei to develop a more
 

effective capability to provide technical assiotanco to small industry.
 

At the same time these institutions will demonstrate and document the
 

imnact of alternative technical assistanco approaches to generating
 

employment through the stimulation of small industry and to encouraging
 

adoption of appropriate technologies that make more effactive une of
 
Also, tl.e institutions
factor endovnents in this sector of industry. 


will attempt to infuse an employment consciousness within the educational,
 

industrial, and financial sectors of the respective countries by demon

strating in concrete terms how doliberate efforts can generate job
 

opportunities within the context of conorcial viability of the enter

prises.
 

Among
One institution will he selected in each geographic region, 


the criteria for selection will be the surrounding economic/business/
 

marketing climate for small industry, seriousness of employment concerns,
 

capabilities and potential of the institution, and linkages with educa-


Efforts will be made
tional, technological, and financial institutions. 


to select different types of institutions (e.g. a univer3ity, a !inistry
 

of Industry unit, a research institute, a bank) in order to maximize the
 

variety of experiences that are gained.
 

At least 50 percent of each grant will be tied to purchase of 	technical
 
The


assistance and training support to the instituticn from the U.S. 


remainder of the funds can be used for staff development, field operations,
 

and other needs related to the project goals.
 



NON-CAPITAL PROJECT PROPOSAL (PROP)
 

A. 	 THE PROJECT GOAL 

1. 	Statement cf Coal
 

This project should contribute to increased employment opportun
ities in developing countries,and particularly employment outside the
 
principal metropolitan centers. Secondary goals include helping the
 
balance of payments situation, training of the industrial labor force,
 
expansion of local capital markets, and development of industrial
 
infrastructure and supporting technical facilities.
 

2. 	 Measurement of Coal Achievement 

The number of jobs generated will be the principal measurement 
of goal achievement. Some jobs should be directly traceable to the
 
project but the hulk of the impact will be traceable to project activi
ties only in an indirect waLy and within a long term perspective.
 

3. Basic Ansumrtions of Goal Achievement
 

Goal achievement will depend not only on the direct and indirect
 
impact of the project inputs but also on the business clirrate for small
 
industry. It is assured that in the participating countries both the 
Governmental _co oTT1o.c tnolicies and the local business conditions will 
be conducive to gi-owth of -mall industry. 

B. THE PF7OFJCT1UI'PnSE 

1. 	Statement of the Purpose 

(a) 	Strenqthen capabilities of four developing country 
institutions to provide technical assistance to 
emplh,.nent gene.rating small industry. 

(b) 	 Demons3trate and document the impact of alternative 
technical assistance approaches to small industry. 

(c) 	Infuse an employment consciousness into educational, 
indlustrial and financial nectors in four countries. 

2. 	Conditions Expected at End of Project
 

(: CnlIteochyic.11a -I.:n:ntanno pro~Jectn butnm implemented 

Iby tliv tE 1 I'I:!t. t' Lonf. 

(b) Ready receptivity in financial and business cizcles 
to support small industry efforts that are well
 
concei.ved.
 



on encouraging "appropriite"(c) 	 Wildecsread emphases 


technologies.
 

3. 	AssumyDtJcn 

(a) The thrstof the program can be dovetailed with 

small industry efforts of the Governments.
 

(b) The selected institutions can attract and 
retain
 

high 	quality people. 

C. 	 PROJECT OUTPUTS 

1. 	Outputs
 

(a) 	Tncreased job opportunities in four countries.
 

Increased viability of indigenously owned 
enterprises.


(b) 


(c) 	Tmproved capability of four developing country
 

-mall industry.
incti.tutinns to serve 


(d) 	 TestNI methodologies for strengthening developing 

country institutions involved in support of -all 

industry with particular attention to the necessity 

for adjusting approaches as economic development 

proceeds. 

on muccesses and failures in
(e) 	Evaliiition reports 

lsttnq small industry.
ass 


(a) 	 Pemand for services of the selected institutions by 

indus tr,. 

(b) 	Proflt and loss statements of assisted 
entrepreneurs.
 

directly and indirectly.
(c) 	Number of jobs created --

D. 	Tr1PUTS 

1. 	U. S. 

nf $50,000 to each of four devel..7ping CountryAnniiel qrnntn 

(a) 	Technical assistance And training 
from U,S. institutions
 

(at least $25,000 per grant).
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(.)L Developing country staff development and field 

operations. 

2. 	Coopert1inqInstitutions
 

Staff contributions (minimum of 5 man years per grant).
 

3. 	nrolamentation Schedule
 

FY 	75 , Y 76 FY 77

FY 	73 FY 74 


LDC 	Institution #1
 

_LDC 	Institution #2 


_____...._LDC Institution #3 


LDC Tnstitution 4 


Typical
 
..
 

Program 

Pattern/ Training at U.S. Institutions . --- -


AID 


Contribution \\ 5taff Develormen t
 

Field Operdtions
 

Field Operattons
 

LDC I____
 

Contribution \
 
Staff Development
 

Other Related On-going Activities at 
LDC
 

Institution
 



E. 	 RATIONALE 

(1) Problems of Unemployment - The World Bank estimates that unemploy

ment -- including allowances for underemployment -- approximates 20 to 25 

percent in most developing countries, and the problem is bound to become 

worse in the absence of significant changes in past patterns. Closely 

related to the employment problems are the inequities in income distri

bution in the LDCs. We have learned that LDC economic growth alone will 

not solve these problems since fiscal systems cannot be relied upon to 

redistribute the benefits of growth in a socially equitable way. The 

only effective solution is through generation of productive jobs. 

(2) A.T.D. Policies on Unemplo ent - For several yea:s A.I.D. has 

been making renewed efforts to increase the impact of its programs on 

employment and income distribution. Most recently, on April 12, 1972, 

the Administrator's Policy Council reaffirmed the importance of this 

effort and detailed policy guidance is currently being developed, 

(3) 	Alternative A.I.D. Approaches to Employment - There are a number 

are currently being encouraged byof -pecific steps .whichhave been or 


A.Tfl to address the employment problem. Some of these approaches are:
 

-- Encouraginq economic policies which gives impetus to 

industrial and agriculture strategies and programs 

that utLI izo manoower endow.Ments 	 more effectively 

(e.q. interecst rate,,, amortization and tax policies, 

foreijn currency controls, wage rates). 

--	 Encouraging governmental contracting policies -- partic

ularly related to construction -- which are deliberately 

deziqnA:11Y to utilize man.ow.:er endc,. ,nents mrore 	 effect iVly. 

Tnvestigating and supporting technological, advances 

th,1t 'i:c v_-e.e the arability of land (e., . opening new 

areas, double nnd triple cropping, wiser and more 

ex'ers~ve !,lnt~ng of previously farmed areas). 

-A-;stJ.n-i in the financing and carrying out of govern

ment~al.ly n.bscl-i zd "'P.1blic V,0rk7n" programs deliberately 

designed to address employment and (evelopment needs 

(e.g, feeder roads, reforestation, irrigatlon schemes). 

::uT,port Inq technological resesrch and adaptation that 

cnn opin opportunities for new or more effective use 

of natural resource endonents, and particularly 

locally to such resources.
i.ncrernninq the value added 

P ov dIi 1n, t,.hi: I'al fr'[n nc n1 Ariimt noe 	 toI" x unqthieni-.. 
lnd:.gerious canahitles to provide carefully 	packaged 

fcr smalltechn.cal, managerial, and financial support 

and medium-scale industry, and particularly small enter

prises outside the principal metropolitan centers.
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This project is directed to developing a strengthened capability
 
in the last area, recognizing there is clearly interaction among all the
 
approaches.
 

(4) What is Small Industry? - For our purposes, "lnall industry"
 
can be characterized by (a) little or no apecialization in management,
 
essentially management by one man, perhaps with a few assistants, (b)
 
close personal contact of the nianager (often a manager-proprietor) with
 
all those involved in the business, (c) lack of access to capital 
through the organized securities market, (d) no dominant position in
 
a major product riarket, and (e) close integration with the local com
munitv by reason cf local ewnership, management, raw mater.al sources, 
or M.atrlts. Statist.ically, "smaill industry" can be defined Includlingas 

manufacturing unit.- having fewer than 100 employeen.
 

(5) The General Situation in Dcvmlooinq Countries - In most develop
ing countries, small-scale industries account for a very largs proportion 
of the total numrb.. r of manufacturing enterprises and Y-3r an apeprec.lable 
proportion of total employ.ent and total value added in industry. In 
cciuntries at the e ,rli.est stages of industrial development, however, 
especlally in Africa, the industrial structure consi.ts cosentially of 
a few large-scale and medium-nized industries owned eithe r by foreign 
or e:xatriate iaterests and/or by the Government on the one hand, and a 
]arge number of artisan and handicraft undertakings and cottage industries 
on the other. Whrere a few small .anufacturing conccrn, dro exist, they are 
often owned and mnaqed hv fore!,qners. Except for ohome types of industry 
in the relati.vel. rore indu:trinlized develop:nq countries, .mall--caie 
injiu.tries are lonte!1,11,,, we:ak, il-managed, poorl y oujippd and produice
goods of ureen '7ualit:y. 1.ver,.,ere, .nny sml 1. entrc.rreneuirs are unaware 
of thi-ir needs: or. ualie to i,!tntrify thc. and ,.rre reluctant to request or 
even to accept a:;Sist-alce for rason3 ranging fxro: ignovi nce and prejulidi ce 
to fear thatV. afrom. ion mii lt : ,, channelled to t'le a1y 3uYho ct en cr to 
,romp c t iso:z 

In soi c..untries, the promotion of srall-ucale industry is an 
important objective of rvljr.y, and government resrponsbility for the 
developrent of this sector !,.fnly recognized. in other countries, 
ho''evor, th-,' scme ,c:neu:;ion reqarding thr respnective role rf arti.qans, 
hand icraf':s, c-sl].-sca e ad .arie-ncale industry in over-all industrial
ization plans. M.'any conitries have adopted SOme measures of promotion, 

.n.... unt.. . have set u' one or more agencie.' to carry out these 
measures. !iowever, 2ven in India, which has set up the largest small 
industry develomnent organization in the v.orld, services can be provided 
to only a -:mall fraction of a large and constantly growing number of small 
in ,stri.al enterpris.es. Most o ' the agencies suffer from inadequate 
f nancial reson, and rom di.fficulties in recruiting and keeping 'rTal
if il ;,f I'- -irn i~r to vairious renrsXi c-- ins, usuailly N- au'rr' 
they are.- '1,v'rr ('nt d!e'. ,i flhent.. bouri. to c t.It :iervfce hulgq ttng,
adinin-'stration and nur:.orneli.anarjement, and those rentrictions hamper 
initiative and action.
 



In general, developing countries recognize that, since small
 
industries need guidance and assistance in establishment, management
 
and operation, measures 
to assist" them should be integrated into over
all development programs. With some exceptions, such ao Argentina,

Ceylon, India, Israel, Pakistan and Thailand, most countries have taken
 
only piecemeal action; most of them, however, hope in due course to
 
develoD the necessary services and facilities. Lack of expert knowledge
 
-- national and foreign -- appears to explain this gap as much as the
 
lack of financial resources.
 

In most countries, responsibility for small industry development

is borne by the Minzistry of Industry, but special small industry service
 
institutes, industrial extension centers or equivalent agencies providing
 
technical and managerial assistance as a major function are in operation
 
or in the process of e7tablisinent in only a limited urnber of countries 
-- Argentina, Chile, Ecuador, India, Indonesia, israel, Pakistan, Korea, 
Thailand, Turkcy and Uganda. in other countries, technical and' managerial 
assistance is prcvided by technological or industrial re.earch institutes 
(Colcmbia) and by industrial studies and development centers (Tanzania). 

Only in a few countries has industrial extension been closely
linked to financial ; .nistance,. Srccial credit eichcmes with liberal 
conditions for ,mzill-scale industries are e:ceedingly rare and only in 
India is hlre-purchase of machinery found. Small industries rarely
receive special tax and tiriff concessionso in a few cases, such con
cessions discrimin,.te against them. pecial mea-ures of export promotion
of the products of small industry are in effect only in a few countries, 
er Tndia and Korca. The orTan ,zation of co-operative nofat~ons of 
cmall producers arrears to face the ear.e obstacles. The promotion of 
subcontracting s.., undert.ikeneldom syntcatically; suhcontractn-rs' 
exchanges usually !o not exist. 

(6) St-ecifi - rolblems of Small Industry - The following extract from 
the :Tall Tndustry B1u i.1-tin for Asia and the Par East highlights some of 
the more Feclflc prohlems of small industry. 

"i) Oroanizational weaknesses: The present pattern of small.. ivlustry _- highly individualistic; there is a marked 

0tendesi'y t-o undertake all operations uncer one roof. 
Lack of muutnnl assistanc3 and organization has led to 
une:onumical opera tions. Many -mall ndustr.les mn'st 
orgnize themselves into effective and strong co-oper
mt i'.,,.-: types associations -- for certain,r :tAitr of 
nm&1I1 ind-itr,,o, government assistance can be more 
('r),:1vffrrat 1y ind efcctivoly extended to co-operatives 
,in;l )n!rIons than to indlvi dua1. 'Common,it rather 

a'r;,; c'itrcn es arc lacking I otw en largo eind,it iu 
;mall industrles. rf organized, small industries could 
econtmOicc.illy perform a number of operat!on9 of large 
industries and become sub-contractors. Certain functions 
and operations, where economically feasibnle, should only 
be performed by small industries. 



(ii) 	 Raw materials, spares and machinery: shortage of
 
imported raw material is one of the greatest handi
caps. Even indigenous raw materials of good quality
 
at reasonable prices are often not available to small
 
industries. In the absence of a planned development
 
proqramme, a number of less essential industries have
 
come into existence. Many of these, owing to shortage
 

of raw materials, are running at a low rate of produc
tion; at the same time they may deprive other essential
 

consumer and producer goods industries of raw materials.
 
Many machines are standing idle due to ion-availability
 
of spares.
 

(iii) Technical Tnow-how: In the absence of adequate technical 

guidance, small industries are working uneconomically 
and in a vacitn. Many old practices that have long out
lived their efficiency are still in use. Inadequate 
knowledge of modern industrial techniques and management 
mothu;ds is a great handicap. There are inufficient 
facilities for offering 'on the spot' advice, for pro
vidin,; .malL industries with knowled ,e of modern techniques 
or fco" demonstrating the use of modern technical processes. 
F.cil i tics are limited for conducting research use(ful to 
small industries in the better us. ol raw inaterials, 
improvpment in designs, etc. Small indutries lack man
agerial know-how. In addition to the shortage of skilled 
workers, there is a still greater shortage of trained 
foremen and shop managers. 

(iv) 	Credit facilities: Credit available toftall-industries 
is extremely limited. In view of the precarious situ
ation of many of them, commercial banks have been very 
reluctant to advance even working capital. Securities 
offered by small industries are inadequate. There is 
no 	 orqani,.sed sy stem of hire-purchase of machinery. 
Small 	 loans on personal g'anrantee and wa'reties .'r
<usualvL.not available, For the preper develepmont of 
r;':alL industries, a wide net-work of crerdilt facilities 
is essential to meet both short and long term credit 
neori. 

(v) Marketing: Sm,1l industries are at a great disadvantage
 
.n 	 mar-keting thnir product, They lack holding po-,er. 

T'I.i ni~ i %,ndwnrnh-cl- * iei1.1frnptrt. iti I ntj Ayn ?),: 

ri.nnly avntlnblo to thltn . 't'hy al.to L-tok kinw Ledg'. C 
current market conditions. rhey are often at the mercy 
of 	unscrupulous middlemen. Facilities for procurement
 
of 	materials and equipment are also lacYing. There is
 
little knowledge of sales promotion and advertising
 

methods. Marketing weaknesses increase prices both to
 
the consumern and to the small industrialists.
 



(vi) 	Standardization: Low quality of products and lack of
 
uniformity seriously retard the sale of imall industry
 
products. There is no machinery for obtaining and
 
disseminating to small industry current information
 
on de3igns, oualities and standards. This is a
 
serious handicap particularly in foreign markets.
 

(vii) 	Government purchases:. The absence of an organised
 
system of governent purchases of smal: industry
 
products denies an important source of encouragement
 
to small industries. There are no channels through
 
which they can explore the possibilities of sales to
 
government agencies and no means of ensuring production
 
according to government specifications. Small indus
tries are not organised to meet large ncale orders.
 

(viii) 	Lack of common facilities: There are few processing
 
and finishing facilities for uce on a Joint hbsis.
 
Due to this, many production processes that could be
 
done more efficiently on a conmon basis are being
 
carried on by each industrial unit.
 

(ix) 	 Export difficulties: small industries which are in 
the export business or have the potential to export 
face tne problems outlined nbove but in a more acute 
form becaune thcy have to meet world competition. 
Among the special problems of these industries are, 
insufficient knowledge of overseas market requirements 
and potential; deterioration in the design; inadequate 
production volume to meet initial and repeat foreign 
orders within speified delivery timesi unevenness] in 
quality and technical standards of goodoy relatively 
high costs of production and numerous problems in 

connection with the collection and marketing of goods. 
Good desifin,uality and price are probably the most 
im-orrtant elements in oversees Dales, and these are 
ften lacking at present. There arc many difficulties 
in or(Ianizlng a large number of individual -mall 
indstrie*s to nrovido sufficient miantity for export. 
The e 	s airoq t coinicto lack ,',foreign commercial 
experience. naw materials used for export products
 
are often of low quality. M4eans munt be found to 
lower production zosts. These and other problems must 

be zvcrccmedmfcre any greatly increased exports can be 
experted by small industries." 

pre-inve tent act: vi tit3 are -jorely ntd*e. in develop ng countries ! 

--	 Surveys to determine the industrial potential of a given 

area, which may be the country as a whole, a region, a 



province, a district or a town. The area survey provides
 
the basis for a planned program of industrial development
 
pinpointing short-term and long-term industrial possibil
ities and necessary measures of promotion and assistance.
 

--	 Industry feasibility studies to determine the techno
economic possibilities of establishing and expanding a 
parti.cular industry or of manufacturing a specific 
product or group of products. These studies present 
recommendations on number and size of enterprises to be 
encouraged and their location; production, marketing 
and 	 f inancing possibilities; investment requirements; 
anticipated cost of production and profitability; and 
policies -rI measures for the establishment or expansion 
of industries. 

-- Market surveys to provide information on tfle outlets for 
given prcducts no,. only to improve distribution and to 
expand es b:hut a3o to assess the feasibility of 
candidate i.ndustries. The market survey also provides 
infor.at .on on the potential size of the market, the 
long,-run effect of rubstitute products and the elasticity 
of demand. 

Model schemes or industry fact sheets for industries 
offering clood prowpects of development. These are short 
pamphlets contnining basic information for establishing 
and operatinq an industrial unit and manufacturing a 
product: sine of plant, type of equipment, production 
processes, prospective markets, requiremrents of fixed and 
working capital, estimates of incon,e, expenditure and 
profltabil ity.
 

(8) Ty -sof -Assistance ?.nong the various modes of assistance
 
which must b(- ndist.ed to the rountry-speciflc situation nre: 

techni'.'l counselling, including advice and guidance on 
the 	selection and utilization of materials, machinery
 
and 	auxiliary equirn'cnt, on plant layout, production 
processes, production planning and control, maintenance,
 
inventory control, cost reduction and general housekeep
ing.
 

faciiltation of financing, including ansesnment of credit 
needs, preparation of project proposals, steps to estab
lish loan eligibility, and development of repayment
 
schemes.
 

--	 establishment of cormnon service facilities, such as a 
toolroom, a testing and quality-control l.oratory, 



heat-treatment, electroplating and finishing workshops,
 
forging and die-casting units, foundry, specialized
 
workshops for certain industries, leasing of machinery
 
and equipment, and maintenance and repair workshops.
 

--	 improvement of design, quality 'nd standards, including 

simpler sampling, testing procE os, and calibration 

standards. 

--	 management assistance, including diagnosis of the state 

of the finances, budgeting and cost control, organiza
tional structure, personnel policies, industrial relations 

and management training. 

--	 marketinq assistance, including advertising methods, 
marketing channel development, market surveys, and in 
disseminating marketing information, 

industrial research directed to use of local agricultural, 
mineral and forest products and of waste materials or by

products, investigation of problems of processing, of 
machinery and equipment and of developing appropriate 
trchnoloqies; and collection and dlssemination of indus
trial, oechnical and scientific information of interest 
to small-scale industries. 

--	 promotion of subcontracting with attention to the following 

factors: needs of large plants in certain f!elds of mann
facturing, e.g. the metal industry, for highly specialized 

sma.1.1 industries; an effactive machinery for brin.Ing 
tog,thcr supp1., and demand; technical and manaqer.ln 
assistance facilities, legislation to protect small estab

lisihmitents; and, in certain cases, i favorable tax system 
-- taxation on value added being osppcially appropriate,
 
since it avoids cuimlative tax payments. 

(9) Proviouo A.I.D. Involv*ment in Small Industry Activities - Over 
tho '.ears A.?.1; t-ern i ii'vrocd in a wide variety of programs relating 

to small industry. ihe most extensive, syste.7atic efforts have been in 

support of rroduc:ivit certers and of indust? ially oriented intermediate 

credit institutions which in some instances have served small industry. 
AI'v, A.T.D. has undertaken a wide range of' individual nmall industry 

pro iects -both on a contract basis and through direct hire personnel. 
The report series Snrinq Pev.iw of Intermediate Credit Institutions (1969) 

ard .upporting do.nm.ntation analyzes in considerable detail A.I.D, efforts 

in this fiold. V' :,ii Tloling, i longl-time A.I.D. small inrluntry npeuialist, 
harain y I nd :mn ' in Un n 10)0 rrpor t I n tho A.T.. *Pefororir 

Center ,on :malI int'it ry1 In ,ild1tion ho has r.ummarizeA hin experl!encns .An 

working with the Korean silk lndustry, noting in ccnclusion that at this 

time rather modest A.I.D. inputs in this field could be very effective in 

catalyzing dorrrent LDC resources and in demonstrating payoff from alter

native approaches.
 



Project Pita, a $2.8 million A.I.D. rural industry program
 
carried out in Northeast Brazil from 1965-1969, involved six U.S.
 
universities working with counterpart universities in Brazil. Unfor
tunately, none of the U.S. universities had solid records of success
 
or even significant experience in the field prior to venturing to
 
Brazil. In addition they relied heavily on inexperienced and usually
 
unqualified graduate students to serve as the expert advisers. The
 
evaluation of the project concludes that despite tho lack of qualifi
cations of the U.S. participants, the project had a stimulating effect
 
on small and medi=m industry development.
 

During the 1960s Arthur D. Little, Inc., served an an A.I.D.
 
intermediary in the mal] industry field in Nigeria. Despite disrup
tion of the project due to the war, a number of useful lessons were 
learned. Specifically, the nece isity to link the technical and
 
financial aspects with an overall iarketing framework is clearly an 
essential key tc¢siucceoss.
 

(10) Activitien of Other Assistance qLjncie- - During a twelve-year 
pt-riod the Ford Foundation invested $20 million in -mall industry in 
Tndia. Smaller proqrams have been carried out in Paki3tan and Malaysia. 
Vnhile it is difficult to trace the Impact of these pioneering efforts, 
the current growth of small industry in India is estimated at 20,000 
manufacturing units annually. Much of this experience ir summarized in 
publications of the International Industrial Development Center of 
Stanford Pesearch Inntitute. A particularly helpful overview is included
 
in Stepanek's ne lndustrv visory Service - 1960, which has been 
brolrht up to 3atU':i rpe-nt corr-spondenco with 5tepinek. 

In the multilateral arena, UNIDO has assumed leadership in
 
this area, l.ir( e 1,r ,use of :; 1_ipanek's presence in UNI,:DO. I ro a1d the 

.UN Econmic Ce:ui isiors also hav smaller offortr; in p-ogr, s UN.1,1TDO 
curriitly has Y;',7jia1 Funrd ,ro)e:ts in Cmeron n, fen,.,t I, Torqo, Uganda, 
Zambia, Brazil, (Tile, I ran, Greece, and Turkey. The experiences of' 
1"NIDO, other intrnnationa1 'vgcnr' 'es, and several donor countries in the 
field are surrnari.:ed in L-!,! UUTDO reports Technical Servicos for fnal-
Scale Industries, 11'70 and in Latin !%erica _!99!ndutrv _Amal-Scale 
q ECD has alco '.bbleI in this field, with its nost signlf.4 Cant T'ablication 
hein i Promotion of :;mall and.' ,eium-Si:ed Firms, 1969. The 1.;orld Pnnk 
4 also increasing its interest and a particulariv relevant reort is The 
Development of African Private Enteri'roe, 1971, 

(11) be involved in Small Indu tr - There are a 
vari etv of reasolcs wh: A. ! .D. should have at least a modest, hiqh qualI ty 
capah il ity Ln the practi-al aspects of small indutry .yen thouqh ii, 
r(,ent ,roars A.1 T). proirainn In the ares have nlmost vanin!hed: 

.)mall Industry i!- and will remain a significsnt and 
integral part of develonment in most LDCs. Practical,
 

on.-going experience i.n this sector is essential if 
A.I.D. as an institution is to understand overall
 
development process.
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--	 Small industry is directly related to priority A.I.D. 
concerns over employment and income distribution. It 
provides a handle to attempt to attack these problems. 

--	 Small industry is closely linked to AMI.D. concerns
 
ovcr aqriculture and rural devolopment. Indeed, it
 
i!-; an esnential dimension if such concerns are to be 
let. 

The 1I.S. has directly relevant high quality axperience 
which can be directed to LDC problems at reasonable 
cost. The LDCs whto are awtlre of this capability are 
intei: sted in tapping it (e.g. Paraguay, Indonesia, 
Ven-.?,ii.,la, Colombia) . 

The 	multilateral agencies will probably continue to 
increase efforts in this area. 
 In the absence of 	a
 
credible body of expertise A.I.D. will not be able to 
interact effectively with these institutions nor affect 
their p-rograms in a significant way. At present U.S. 
experts are often not invited to relevant meetings 
since the U.S. is considered to have ah0.ndoned the 
area.
 

F. 	IMPLEMENTATION 

Upon project approval, steps will he taken to select the four 
institutions, priferably in different geographical areas, for partici
pation in the prouram. There are a larrge niimbe r of candidate insti
tutions, including: 

South America rParaguay; National University
 
Center for rDevelopment &nd
 
Productiv/ity
 

Colombia Unvernity of the Valley
 
P.o ivia Folivian Develorment Corp. 

Ilatona 1 University 
S -. ivers ity, PernambucoYede-a! 

Tedrs 1Vniveroity, Santa Catarina 

Caribbean 	 Trinidad TUniversity of the IloWt Indies 
Honduras Indi try & Technology Institute of 

Productivity
 

Asia 	 Thailand Asian Institute of Technology 
Tndw.es ia Ran,lun I-n.l I t tT to of Technology 

Afl0ca 	 PlNicerla University of Iffe
 
Kenla Nairobi Univerisity
 
Ethiopia Haile Selassie I University
 



A mix of different types of institutions will be considered. For
 
example, it may be possible to select
 

a Ministry of Industry and Conmmrce (or equivalent), 
a national university with scientific and engineering elements, 
a national productivity center (or equivalent;, and 
a multinational university. 

This would provide a diversity of institutions and organizations with
 
which to demonstrate existing existing methodologies and field test and
 
field test new or Linnovative approaches. It -.,ould provide an evaluat:ion 
of alternative ornanizational vehicles for achieving industrialization 
of the small-scale type, and pernit consideration in other countrles of 
the best available crganization for the purpose. It is recognized that 
the developing countries operate in differing social, economic, cultural,
and governmental environments. The appronch that works vell in one 
country may fail miserabl, in another. In working with these linkages,
prime requirements are 
flexibility in approach and adaptability to
 
different environmental situations.
 

The criteria for selection of institutions will include the suita
bility of the national macro-economic framework and of local business 
conditions, existence of practicing or potential entrepreneurs, serious
ness of employment concerns, matching of potential products with potential
markets, and linka': es of the i!1n1.ituta with Oducational, financial, and 
technolo!i,.'al in:3titutins of the country. Also, the usual project 
criteria of host (Tve-n.,nt comm i lanent, qual1! y of thie in,:;t tutiore's 
staff, and motential multiplier effect will be consdidered. 

As a fir-t step, seleccte d I .3ATDs will be asked to coirment on an 
initial list of ca,ndidate institutions and suggest other institutions. 
An AID/Georgia Tech team ,.11 the-n visit a limited number of these 
institutions, an.] in consultation with the concerned USAIDs and with 
UNIDO make the [inal selection. 

Programs will begin it two i!jti.,utions in FY 73 and the two other 
selectees -n FY 74. The principal responsibility for program development, 
-rogrnm management, and program evaluation will be placed on the insti
tutions themselves with Georgia Tech and A..T . contributing to these 
efforts. 




