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I. BUC ALY DnurdPiivs

I
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A. ecessity und Justification for Froject

Within the present tenuous security situustion in [z0s the development of private
coctor industry will support lilis/USAID efforts towura econowic stability and develop-
ment. In support of stabilization the develom:ent of export producing or imports
saving industries will incresse the self sufficiency of the economy and :cke the kip
less dependent on foreign backing for its velue. Industrial. development and expansion
will tend to increase employuent will raise the L.P and elevate the standurd of liwing
of affected people, Also, Luo production of couwrodities desired by thepyr.] popula-
tion and sold ut acceptuble price lecvels will influence wonetization of the rural
ureas. These factors and otners led the USALD [dssion in FY 1966 to initiute the
Project: Industry Development, Forest products industries were considered the first
priority for dovelopuent vecuuse the raw nctericl was reudily aveilable and required
less cupital input than sone other industries, o persussive fzctor considering the
uncertain security situation. The donse forests pointed up the need for the Lio
Forest Survey which is one of the zoals describod below.

B. Project tozls und Tarpeils

Under the three project ;Uuls ore subsuned severdd tur-ets.

The Goulds for ludustry Developent will truviue Yecinicel ossistence to private
soctor industry, wake pre investicnt surveys, technicul und financial feasibility
studies, assist in industry start plans and assist industries in the euarly operating
stages. Tarpeis under this ;oal propose ueveloprent in the private sector over
several yeurs of u rodern furniture fuctory, : vencer/plywood plunt, vetul working
and fabricating inaustry, the log in: industry, iire recepping plunt, pilot sammdll
to cut silvape tinber frow dum .pww Dwa wnd elsewhere, « aselting foundry, battery
vanufacturing, Industriul Lstutes, Texiile : awf.clwring, Sindad/footwear nanufuc-
turing, papadn processin, wechandzea iuiia , oot aovcuuiiy, wood recunufacturing,
cnd plastic extrusioas.

The Goal for toresery is to suppuri Lhe ceveiaui nd use of the forest resources
of Luos. The seven tarpets respectively:

~ Improve the forestry cupubility of tiw responsible ilu Directorate,
- Cooplete ths forest inventory for 4 areus by 6/30/70,

- Minirdze ille;al lwsber cutting und nuxirdze cutting license fees,
-~ Improve use utiliz.iion on tirber s.les,

-~ Evaluate alternitive lun., run e forestr; prujects,

- Improve charcoal production,

- Izprove serviceuble life of native woods.

The Goal for Industrial Finunein, is to (ssist ihe developent of priority private
sector industry and to ussure taut uadequute tecnnical and financlal feasibility
rstudies are a precondition of esch loan issued to privite sector industry from the

A Latlell 15D
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Industmbmmmichisfmwhwlsunaxﬂadnﬂnhmdbyﬂnw
bank of Laos (DBL). Related targets are:

- tomﬁmnco industrial and mechanized faruing projects after Duxxkk feasibility
ance ,

- develop capubility of NIL to make careful technical and financial. feasibdlity
appralsals of industrial and mechunized farm loun appraisals,

- aduinister the USIP (Commodity import) program within the established criteria
and funding levels,

- administer the WSIP Swmall Farmer Tractor Iuport Proganm,

~ develop the DBL as an industrial financing interuediary.

C. Minirum Jevecls of Output or Achievement to be net as requisite for continued
U.S. CGontribution and Participation.

The principal threshold requireient for industry development is an adequate tech-
nical and financial feasibility study of industrial projects us & precondition of
Industry loun Fund support of industry projects. As USAID is providing technical
assistance in making such studies and requires them as & precondition of loan support,
fulfilluent of this requirement may be assumed for this project.

In loan projects the private equity contribution should average 1/3 of total
project cost, while Industry Loan Fund support may provide up to 2/3 of total project.

In institutional development through truining, the requirensnt is that the RLG
Department of Water and Farests and the Development isunk of Laos provide personnel
qualified to receive the participant training that is offered.

In fair share support the RLG institutions und private sector entities must
provide counterpart personnel for USAID technicul and staff personnel engaged in a
project activity, and also provide adequite numbers of staff to perform agreed project
activities. HLG has provided office space. As the HIG is undor restrictive budget
control due to the larpge annual budget deficit, it is often not possible to require
LG financial support of costs for foreign technicians. Although no minimm level
can be set, USAID will continue to search for possibilities where RIG can assume an
increasing shure of the local support costs of joint project activities.

D. Description of ature of Fssential Inputs

USAID provides technical and financial inputs for industrial development. The
technical inputs are directed to identification of priority industries,
of technical and financial feasibility studies of priority industries selected for
development and assistance in the start up period and early opsration of a new
industricl plunt. The main financial input is upplied in Kip through the Industrial
Losn Fund to support up to 2/3 of an approved industrial loan project. Procuremsst
of U.S. commodities under CIP (USIP) is requirod to extent of at least 708 of the
loan. Treining of lso personnel is generally arranged in Thailand where the laaguage
variation is minor and cultural difference is nininal.

UL CLASS I IED
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The U.S. Forestry psogrea involwes tecinical advice, aserial photographic services
and comuodity support for the overall forestry prograu, including coordinatiou, with
esphasis on developing industry for utilisation of timber resources.

M-qut-wammupaungcmuuanmnmdutoumz

Canada is providing technical advisory services and direction for the Furest
inventory.

Australia's contribution will be toward developing techniques for establishment
of forest nurseries, plantations and regenerdtion of forests followdng harvesting.

The RIG Dept. of Water and Forests is developing expertiso in all phises of Forest
paracemsnt. Supervisory officials and technicians are receiving training from counter-
p rts in preparation for assuming long range responsibility for the developurnt of
renewable natural rssources.

Essential inputs are bssed on actual budgets submitted for U.3., Canada and
Australia.

The FY 69 RLG input is based on published budget for appropriated funds, and
estiuated income from royulties retainsd for support of Dept. of Water and Forests.
These two fifures were projected for years uhead (FY 70-76) based on unticipated
jncreazes in both appropristed funds (legialative support) and royalties (increase
in tiwber cut under permdt).

The fundin; fizures for Australisn and Cunadian inputs do not include amvunts

of prospective scholarships to be offered. Il inputs include all support for Dept.
of Water and Forests.

UNCLASSIFIED
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1l. Aomual Magnitudes

by iUnited Stztes
dollar budget ~ $000's

Kip budget - X 000's
{total trust fund)

lecas: Loan repaynenta

I. A.

ABULATING L. .2UTS

FI FY FY FY FY FY

69 (] (2 ” (& -6

$358.0  $789.8  4T49.6 6.1 $586.6 81,670
K202,000 K475,191 K378,275 K305,341 K305,407 K916,700

(3,400) (15,000) (64,200 (119,400) (173,400) (594,600)

ILF Attribution to ¥SIP (156,600) (352,600) (243,100) (235,200) (235,000) (945,000)

Heturm from ..am Ngum

Tirber Salvage (Contract) - -

Totel Kip budget £ QOO's

. snnual ypdtudes by LIG

budjet £ 0Q0ts
(appropriated funds)

roy<lties K 000's
(Lproverent funds)

. Anmaal Magndtudes by Other

Danors
Australia }s008beaticBai
Canada 3$000LECUBOX

(50,000) (50,000) - -
K 42,000 K 77,591 K 20,975 (K 99,259 )(£102,%93 )(K622,900)

33,000 40,000 50,000 60,000 70,000 210,000
50,000 55,000 75,000 100,000 120,000 360,000
$152,000 350,000 43,000
$ 73,000 85,000 $35,000

UNCLASSIF1ED
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W, SEITL A Gl iV Lk d.
A. lUnderlvins Economjc and Socio-cultural Factors affecting Industrialization

In laos about %X of the populstion live in rural areas, enjacing vainly in furndng
and animal husbandry. in a subsistence econamy where monetiz.tion is slisht. Infra-
structure (roads, urban water and electric power) and social overhead capitul (schools,
medical facilities) inpuis have cuirenced forrdn;: 4 base for industrial developuent
in the capital eity of Vientiane and to a lesser desree in four other cities.

The low level of exports of both ruw rateriuls und fabricated products, and a heavy
reliance on imports in the present situstion in Laos cause o hewvy balunce of payment.e
deficit which currently is finonced by foreign donations. Iuport substitution by
domestic production and export expension are two ueuns of reducing the Lao payrents
deficit. Domestic processing of arricultural products ure reans of irport substitution
that will particulurly benefit the soricaliarad sector.  Iudusiricl demnd for agri-
cultural raw zaterials for industrical processing, will lend to increase the cash incowe
of rural residents, which in turn will tend to increase rural effective demand for
industricl products. This deuund can be sutisfied by daestic industry if products
useful to or desired by the rural resident irc provided at ucceptuble price levels.
Thus industrial and o ricultursl developedt il prog ress Loro ropidly s the two
sectors tend to develop an interplu; of Supply di act.ae fucters each for the raw
Laterials or products of the other. fhis will siimltaneously increuse the “noneti-~
zation" of the rural econawy,

Change in the industriul sector .nu cx, .- v be expected to vecur somewhat
in proportion as additional inputs Lo sooi. : wverfead capital and to infrastructure
are achieved. For example, industricliz.tion must be supported by development of
huwsan rescurces, improved transportution fucilities, additional power, ard water
facilities. Inproved security is ulso u prerequisite for the realisation of indus-
triul opportunities.

legislation and administrative procedures exist for the uuthorigution of industrial
investment starts. These require approval auong others by the Conmission for Plan and
the Direction of Industry and iandicrufts in the Andstrs f L idonol Leononyy.  low=
over, the capacity for industrial expansion in Luos 18 nowur. id, Lu wered by Lhe
degree of political and administrative support provided for the creation of a fuvor-
able investment climate. The Investment Code is currently under revision.

In 1969, the level of industral development is relatively low in Lios. Existing
industries relating to natural resource developuent are logping and sawmdll operations,
tin mines, and salt extraction. In the area of transportation, there are trusking
services, barging services, gas stations and auto repalr facilities. The construct-
ion industry Las contractors, brick makers, well ring nukers, mstal woricing shops.
Existing agro~industries include rice milis and custon plowing services. The list
of industries producing constmer items or services for consurers is long: furniture
factories, key nakers, cigarette factories, rubbor-sundal fuctories, match factory,
soft drink plants, ice plants, print shops, cloties cleaners, alcohol distilleries,
e works, bakeries, duughter houses, silver scelting shops, ;olden jewelry craft
Sy UNCLASSI! 1£D
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shops, clothing manufacurers, watch repair shops, radio repair shops, movie theaters.
Also there are machine shops and tammeries.

The foregoing list does not indicate the quility or scale of production. Many
of the poted industries will require considerable improvenent or replacenent. lHowewver,
the prepondence of industries presently produce consumer goods or provide ser¥ices to
consumers. Jost rely on iwported comrodities for processing.

5. Relation of Project (ioals to Country Development und Propran Stratery

The three Goals for the Project Industry Developient are wdkiressed Lo objectives
considered uachievable urder the present circwuscribed security situation. At the saue
tire, they will have eigher an optinum or o maximmn. effect in reducing the deficit
in the Lao balance of payments, in increusin;; the productivity of labor, in rdeing; the
stundurd of living of rural and urban woriklng cluss, in increusin; enployment, and
in increasing the gross nationul product.

A frequently encountered investrent problen. in less developed countries is the
coLeitient of private investwent funds to poorly plumed industrial projects. Sowetiues
this is ubetted by furei;n rachinery salesien wiio do not wssist the investor in careful
planndng; and assessuent of risk and profitability. The first powl is designed to
preclude this problern.

The roal for industry development (I\ A below) will provide technical assistance
in identifying industrail sectors for curreat aevelopuent, will provide technical and
planning: assistance in the develop.ent of particulia private sector industriul plunts
wsguring: that projects ure curefully conceived und thut wdequuate pre-investment und
intensive feasibility studies ure rvade before cupitul funds uro committed. Further-
wore, techndcal advisory assistunce is planned tc be provided to private industries
durin;; the post feusibility stuyje in producing indusiry-start pluns as well as in
providin: puldance in the criticul fornative und inltial operating stages of the
asgisted industry.

§ In the selection of priority;, for industrial development, consideration was given
to the fuct that industries utilizing indi;enous nuturul resources are penerally
responsive to relatively low counitnent of cupitul funds, with early expectations of
profitability. This factor, plus sbunduance of the forest resource in Lios, resulted
in identiffication of the logeing/suwudlling industry as a key ares.

Accurate inforvation on voluwe und locstion of merchuntable timber was sssential
tv reduce the cost of roud building to peruit erress for tirber. Consequently, the
nsed for the Lio Forest Survey and the reguirerent to pursuve it through the good
services of the Directorate of Vuter and Forests led to th: mmmmd sacond goal.

The :lam ijgum Dum is now under construction and conpletion is expected in 1971.

The area above the dum, which will be inundated, contuines several million dollars
worth of m-gchantablo tinber.

UNCLASSIF1ED
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This timber, being a national resource which Luos can ill afford to squander,
should be salvaged, mamufactured into marketable lumber products and sold at a price
which is attrective bt does not unduly depress existing local nerkets.

it a,pears unlikely, however, that the LI und/or private enterprises will be able
to harvest this tinmber before immdation occurs without assistance fram either the U.S.
or another donor. US AID is currently studying the feusibility of the salvage opera-
tion; under the awssumption thut the feusibility finding; will be positive, 200,000 1s
progroaumed in FY 1970 under this project for construction of the main uccess roads to
the salvage area; it is envisased thut US AID would be repaid this auount in kip frow
the proceeds of timber sales. US ~ID «ssistnunce in the sulvige operction will de
contingent on this repiguent as well us Lie deter.dnution that tne swlva e will bxing
appreciuble rovenues to the il wnd benefits to the private sector.

Extremely hirh imterest rates cnd scurcity of invostient cupital willing to uccept
the risk of camzitting funds for terms of » yews in the tenuous security situation
of Laos made it clear tiat US AlD or other donor fundin;; would ve essentlal if cureful-
1y conceived and executed industrial inwvestic ts were to be nade. Toercfore, the
third ;0al was evolved, originally us wn wicillury cleieut of the first poal.

I1I. SIHATEGY

\"‘)\‘V\ Heccuse security conditions reuain relutiveiy wncertuin, there is a natural reluc-
tunce anong entrepreneurs to pursue lon, toru business investuents. Consequently,

the initkl approuach to industrial developuent has been to support the developrent of
industries or improvement of industries wnicih show prordse of ecrly return — prin-
cipally those using locally availlable ruw :..tcrinds for which either & locul or an
export nariet gxists or can be developed.

In FY 1966 with the initiution of tnis project, uticntion wus first directed to

the development of forestry and developtient ol vwod products industries. pased on a
study prepered for . USAID/Lios by o tontroctur, tentinentod allied Inc., in CY 1966,
it was concluded that among the various niuurcl resources in Lios availlable under

current security situations, the forest resourcos could probably proviue the quickest
econoidc returns with the mininum developrent iaput. ‘ihe study noted that luwber

narket possbilities inprtheust Thuil.d wcre cxcellent, und with noderate transport
costs. The volume and value of lumber exporus to Wiv.ilind in rocent years have been:

CY 1966 3,657 Cu ¢ 79,236
CY 1967 26,305 C:i $  Tu6,027
CY 1968 34,500 L % 1,004,702

Propspects for lumber export in the forward period are expected to expand ot the rate
of 15% to 25%.

4It, was soon noted that inade-uste developrent of the logging industry was frus-
trating the delivery of adequate numbers of lo;s to the approxirately 76 samills
existing in Laos in FY 1967. Consequently, the developuent of logging coupanies
using modern logging equipment was required und was undertuken. The development.
UHCLASSIF D
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of the Lac Forest Survey wus necessury Lo provlde tinber inventory information to the
new foresi products conpanies in order to protect both USAID and the investor's capital.
The survey was also required to enable effective planning by logging corpanies and
sowmills alike. This was cammenced in 1967, by an initial planning survey by Mr. A. A.
Hasel, whcse services were provided by USAID from the U.S. Forest Service.

The private construction indusiry euploying lunber was apparently able to generate
its own financing and waintain mowenturm. However, the more sophisticated wood producte
industries, that were appropriate for developuent, required technical and financlial
assistance to assure correct starts. Consequently studies of technlcal and financial
feasibility of & modern furniture factory and 4 veneer/plywood plant in the vicinity
of Vientiane were considered desirable, und were uuthorized for ULSALD support. usoth
studics are axpected to be coupleted by the close of Y 1969. Private equity is being
readisg.. for cormdtuent to be paired with Industry Loun fund louns, with the expecta-
tion thut investrent starts in both will be wdert.oxken during; VT 1969.

eferring to the propused .. .igw {iivor solva ¢ pro,rau, present inforwation is
that existin- swasills do not have sufficiont cupacity to hundle tne conversion of
the salva; e logs into lwsber and thal the nutional nuriet cunnot accept the udditionul
production. Consequently, thiree-wuy feusivility studies rust be made. They mmst
consider these three interlockia porto:

(1) ‘the lor sulvage pro;rii.

(2) Construction of & rodern swadll Lo process the lois.

(3) Availability of foreiyn uiakets to obsorb tie major part of the suwnill
production.

A nuaber of the indvatrics recoisendcd u, tie cuntinentel allled study for first
priority developrent have been incorporated in the illi 5 Year Plun (Pluan Cadre) a8
recorn: ended for developuent. Followin: is the 5 Year Plun listing of priority indus-
trisd projocts with the estivated capitul cost of auci. (virtwdly 11 sre expressed
in the Continentul Allied doow Gl ). Lo et vr LhoosGhn, e we et underteruined;
USAID selection of industries for support iru. this list is uppropriate.

9 Yol PLAal laDuoindal Puvaenro

Lint of Industrial projects to_be proucted with first priority

Projects Fixed Investment ip $

Brewery $ 400,000
Treatsent of Cofiee 100,000
Treatuent of Teu 20,000
Transformation of papaya (Pupain production from Papaya fruit) 8,000
Soluble coffese (use of non-exportuble coffee) 275,000
Ginning of cotton and kapok 5,000
Spinning and treatment of silk 20,000
Transformation of livestock products -

Enriched food for cattle 50,000

U.CLASSIFIID
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1ist of Industrial projects to be promoted with {irst priopity (continued)

By products of slauchtered animale (hides, hcrns) Unstated
Trunsformation of forest products® -

Sult production 15,000
Paint banufacture 30,000
Recovery of used oils 160,000
Recovery of rubber ' 25,000
Tire Recupping 35,000
Plastics, pipes 50,000
Smelting works (foundry) 25,000
setul joiners (metal windows) 15,000
tilre, lattice work barbed wire 20,000

The iinistry of Plan considers that One Thousund iillion Kip of invectrent funds
rust oe uttructed to reulize the forepoing priority industrial projects that are
proposed for Jthe 5 Year Plan.

SVERTST
R ihe Continentul Allied Inc. report: "Industrial Progress for Laos" coag:leted on
February 1o, 19606 under Contruct AllyYfe 150, recomuends the following industrial
projects for development in Laos within priority groupings as noted below:

First Priority (Additional to above) Fixed Investuent
Punps for Artisun miners $ 10,000
Bonang und vongsun tin nines 50,000
Erown Sugar 411 21,000
iydrogenation and refining of peunut oil 250,000
“onosodiw ;lutamate 60,000

Priority

* Fleage refer to undernoted items in Continental Allied category of First Rxintg
industrial projects which are preswued to be authoriged by this general category
of project with an open funding wnount.

Alirventary pustes 3,500
Pineupple and vegetable cunnery 60,000
Poultry Factory 30,000
.41k reconstituting plant 13,000
Log;ing Equipment 175,000
Sawudlls (expansion ) 325,000
Planning and jd1lwork® 50,200
Woodwarking:# 25,000
Jodernigation of brick manufacture 15,000
Dishes and pottery 1,000
Concrete products 100,000
Cenent (expunsion and dlprovenent ) 250,000

UNCLASSIFILD
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First Priority (additiona) to sbove) Fixed Juvestgent
Asbestos Cemenit 185,000
Storage batteriea 30,000
Youm plastic ice chests 1,000
sziching Shop 50.000
Foundry 25,000
Wlell drilling, expansion 10,000
retal windows 15,000

(Continentul Allied's fivst priority = ..3,020,Q00)

* lay be considered un eleient of 5 Yeur Plan Priority Jne
Project: Tranaformation of lorest Products

Second Priority Fixed Invesuent
Petroleun VL aieee
Cusl Hning @ v,
7ir  ining (Uonuny uand llongsun) 450,000
wtiier tin and other netal wdning 500,000
Leo llu distillery 100, 000
Peanut -4l i1l 45,000
Cuss.vu starch 20,000
Pineupple Jjulce concentrate 200,000
Porx Processing 40,000
Charcodul ‘b,?m
Cotton spinning axi weaviny 00,000
Kenaf bay; will 750,000
Junnery 50,000
Shoe tunufucture 50,000
Leterpent tixing 15,000

(Continentul Allied total 2nd priority = 43,349,700)

ihird Priority (Possible Hejional isarket industries) 1ixed Cupjtal
Potroleun liefinery Unstated
cocl Mning $ 800,000
Iron IM ‘m)(m
Iron and Steel industry 16,000,000
Khongz falls fishing and fish products Unstated
Uxycen 40,000

(Continental Allied totul 3rd priority = 17,240,000)
(Continental Allied totul of Priorities 1, 2, and 3 = ;23,609,700)

UGICLASSIIF 1ED



Within the frame of the identified first pricrity projects of the Five Year Plan,
USAID has a variety of opticns. Sowe of them have already been excluded from conside-
ration by policy determinations, as for exurple the "Erewery". Others hud been commenced
based on the Continental Allied recommendations orhad been authorigzed for USAID action
before the Five Year Plan wus articulated.

Althouch the Industry Loan Fund limits SalD financdal support to private sector
industry, this hus not been expressed s a preclusive requirement for USAID support
of industry in peneral. lowever, it is a peneral principle of this project that
support of private sector iwlustry developnent is tie central effort.

The U.S. Commodity ' Iaport Program (USIP) rikes uvelluble (.S. manufactured indus—
trial machinery at the officiul rate of excinunio (<40:1). ‘the USIP Program und the
Industry Louan Fund, paired together, form the 1.dn inducewent for private entrepreneurs
to gpproach SAID with investment proposals. These inducements ure influentiul in
persuading; entrepreneurs to conforu: with USAID requirements for technical and finuncial
feusibility studies in the development und implelentition of industrial projects.

IV, PLAGED TabiTs, RESULIS ad OUTPULS

A. Goal for Industry Developuent.

¥Jo encourage und assist the growth of private sector industry in the Lao ecanony
by providing: (1) technicul experts to identify optimun industrial sectors for presemt
development and specific industriss nolding prive investwment proulse, and for these
to conduct pre-investment survaeys of econoumic, technical and financial viability and
to provide technical and plonaing assistance to developing private industries; (2)
short term cansultunts to prepure intensive fousibility studies for selected imdustrises,
to produce industry-start plans, and to provide juidance in the critical formative
and initial operatin; stuges of ussisted industriesg

(For loan support of sclected industries see Goal C below)
FULL S ITUIE MAUFACTURI.&: PLAIl

1. Tar;ot: - To assist the private sector in plunning, constructing and operating a
anall, modern efficient furniture manufacturing plant.

UNCLASSIFIED
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. Remaltes(To provide Mgher quality, less furniture, flush doerw, treated
and seascned lwmber and allied predwsts .fnuumumun
mu“mwhanMMumwyhnﬁ,
advancing to 1908 of plammed cspacity in FY 1974.

b. Status - The project is in the dewelopment stage. A preliminary fessiblity study
has been compisted. The site has beea purchased, leveled and some ocomstrustion
ﬁmg?mpimm Privata equity is expected to bave besn provided
Wm » .

c. Lourge of Actlon
Additional review of the feasibility study including revisioms in specifications
is needed. Providing anticipated favorable results are ¢onfirmed, assistanoe will

include DBL-IIF lcan, equipment wnder USIP, tecimical advice on equipment plaming,
plant installation and operation.

8]
.

|
°

Resgts:(('ro provide to the econumy of the Vientlane area various grades amd types
of venser and plywood panels ))Mtomudomformtmm The

locally produced plywood panels should replace the import of plywood. USAID will
finance und provide guidance and technical support in the design, plamming, ecns~
truction and initial operation of the plant. Contribution of this project to the
GNP of Laos shculd be in excess of $1,000,000 per anmum beginning in FY 1973.
Significant output will commence in FY 1971 and 1each capacity by FY 1974.

b. Status - The fessibility =ztudy is under contract to an Americamn firm.

c. Course of A¢tion

The feasibility study will be reviewed. Providing results are favorabls, ssaie-

tamedﬂimln&almunmmmtwmtmmumm
ment undsr USIP and Technical advice on operation from USAID

AL K \K}&FABRI NG

3. Tarret: ~ To assis ivate sectos ovelon
Hetal wopidng and fabricating industry in Laos

a. Resgylts: Development with the metal working and fabricating industry of three
fucilities which will consist of:

(3.1) A Geparel Machine Shop
This shop will engage in general repair work im:luding fabeisstion ef
UNCLASSIFIED
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wmm,untmmmmuumm
auto and trwck engines.

(3.2) A Meldinx Shoo

‘mmnpmum'uwgmmmunm
special weldwmts such as roof trusses, water amd fusl tanks.

(3.3) A retal Pebrication Plent

({m-wmunmmmm-.hmmuum. Itens
wummnmmnmmuw.mw-
turzl machinery, mumm-,mmmmmuuma,
besps, handles and pulls.))

mt«mumuwmt-n-tm,mmmmunm
iport requirenents. xmmunmmmmm.mnmmznlm
mndapportandusnprocmtatanmabhmmto

program. This program should reach 150% of its planned capacity by FY 74. The
planned capacity is {100,000 gross amnual salss.

M-Momtimiabdngcmmgmmutmldm. Sone
mnormpnvmmtwmmmmumaumnau-

§
?.
E

ties or the establishment of a new operation. The Project Industrial Engineer
hasarrivedat?ortandismhdngthprogrm.
Courss of Action

Review by Industrial Engineer. nm-mm.um-mmm
profitable and practical, the project will move forvard, including possible DBL
loans to the private sector to assist in finincinz the venture. Equipment require-
nents will be reviewed and types of equipment will be decided. Procuremenxt of
equipment will be under USIP. rummm.unbomuu-mm

sector as appropriate.

LOGGING OPERATIONS

he

m-woumwmmmormmrmmmnm
m@araumwmmormmmummm
mmublouit.hgoodtomtmm.

a. wimm.mw.mulmwmum,m

mmmmmamn:mum-—-.
mmtmmlommuuumw.mw
mnnnmmnnmmummuummumo.mw
maters of wood.

GNCIASSIFIED
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operating, with USIP

b. = The lac Timber Compenyy has been orgsnimed and is
cm’s‘mﬂ

mmemm.ummmummum The Sedone
Tisber Cempurry, Pakse, has besn arganised and squipmest ordered wnder BIP.

All thxwe logging coxpanies have received loans from DEL-ILF in the total smownt
of 139 sdllion Kip. -

4 field trip by Industry Breuch persomnel (Feb. 1969) has idestified the probable
for logzing industry development in the nortiwest area of Bam iHouel Sai.
The 7 sumdilils in the area 2re in need of technical and finmcial assistanoe for
their tizber extraction programs, establishing a need for the formation of ene or
two logging companies sinilar to the lLao Timber Company, Vieatisns. It i
thataﬂb-lﬂlmnqxnstnyhtmhhdinﬂl%?wﬂlﬂbhmtd

this dewslopment.

. Courss of Action

Khen the USIP squipment arrives ths logging companies in Pakes and Savamnakhet
start thelr timber extraction operations. Technical advisors will asaist

cospanies in their start up opsrations.

Development of the Bun Howed Sal logging industry will bs supported by staff tech-
nical asaistance. If a DBL-ILF loan is roquested, the loan project will be studied
for feasibility. If the result is affirmative DBL-ILF loan processing will be

3
:
:
]
;
]
i
1
i

g
:

/

a. Besglts ~(Tire recapping capability would lower import requiremsnt and reswlt in
less expensive vshicle oporauou.// Production of this plant will be
500 tires for FY 69, 6,500 tires FY 71 and up to 9,000 tirss saoually by FY 7h.

b. Statys - This facility should be operating during the year 1969. This is a con-
tractual arrangssent betwesn USAID and the private sector. The equipment 1s U.5.
«zess property originally consigned to USAID Cambodia. Mission comtimwss to hald
title to the property.

c. Course of Actiog

Further action anticipated includes technical acvice aad assistance required te
procure speciultyitess that may be required for this plant.
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HORERI SAMMUL

6.

b.

%-MﬂmmWhMﬁmdmmmumtm

m(&mm:mun:«;mmammmm
mmmmumw Iogs from Nam ligem reservoir area, later
the Fa Mong reservelr, mad other projects will a raw material supply far
in excess of the capacity of existing smexdills ( Mach of theproduction will be
exparted, helping to offset the ehronic balance of paymeats deficit.)

Flanvd capeity is 100 cubic meters per eight hour shift, to be reached during
“18'0

Statys - The construction of the Nam Ngum Dam will result in the inundation of
substantial quantities of merchantabls timber during 1971. This establishes need
for the Nam Ngum besin timber extraction salvage progrem for which the Cooperating
Government has requested USAID assistance.

A prolininery study and estimetes of quantitiss and values of merchantable timber
has beon prepared by AMI Industry Branch Forest Products Industry Advisor that
indicatod prelixinary feasibility of the tixmber salvage program proposed. Aerial
photography of the area, performed under USAID Contract, will enabls more detailed
assessuent of the timber quantitiss wxi values after the Canadian Forest Swrway
Team hus completed studies in process. Responsibility for preparing a fsasibility
study will have been contracted to a qualifisd Awericen firm and the results known
by about gl 1969. The feasibility of the Nam ligum timber salvage will provide
the parameters for the requirement for the modern sassxdll. The feasibility of the
samnill, considering the export marist required to absordb its product, will also
have besn attested by a study by the end of FY 1969.

C of Ac

Providing the results of the feasillity study show that the plan is practical and
the facility is needed as anticipated, we will proceed to dewelop this projest
further. Action will include discussions with mesbers

RIG personnel, USAID to decids on the orgenisation of the proposed corperstion.
The equipment for this msnufacturing facility will be

Justification for this plant is t from
salvage tinber that gyt be cut prior to immdation of the Nam Ngwm Dam reservoir

|
E
E
:
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a m-mm?mmmncmwnwmm tals
for domestic conswption. ) Virtually all of these are now imported. ((
factere would reduce cost and improve balance of paymants. e prodwots sheuld
Wmllm"m.wmmmw-. indus~
trial requiremsnts and various other items of domestie consumption.)/10% of
plamned capacity will be reached approximately FI 74. (Annual eapacity appresd-
mately 20 tons of produced camodities.)

b. Status ~ Plaming stage only.
¢. Course of Action

(1) Assist members of the private sector to provide a much needed facility for
Laos.

(2) Financial support will probably involve private equity and a DBL-ILF/Loan.
It 1s estimated the loan requirement will approximate Kip 35 million.

(3) Technical aivisory services will be provided by USAID to assist in this project.
Industrial Engineer will review.

INDISTRIAL ESTATE
8. Zappet: - To asgist R eatabl

L3 )

L)
’ A

et

hat-at

ry

b A S RO

a. Results - This projeet would(establish a planned industrial ares, offering signi-
ficant collective advantages such as matusl
and maintenance, combined installation and operation of wtility systems, and
ninimixing confliets with recidentisl ares neesds alr snd water pellution.)

Electric power coats o ipating industries are expectad to b relstiwly
low-posaibly arownd 6~1/2. 3filePer BT,

1008 leswey participatim in this project is anticipsted by IY 73.
b. Status -~ Plaming stage only.
c. Courpe of Actign

(1)@mmmmmnmzuwn71~. Tais type
develspment often results in recrgenisstion of industries.” Probelly the indws-
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(2) The projest uuhln a sosperative relationship inwclving WAL ARG/ privete

a. Beguits —(The anticipsted prodestion for & small plant of ihis type would be spprox-
imately 3,000 batteriss per anmm. m:proacticnwbonuhdwn'n;
ﬁtbynﬂtbmmmmbol%otwww

8 per ammm.

b. Statup - This project is in the plamning stege.

c. Course of igtiog

(1) This project will require a thorough study. Assuring that the results are
favorable, the private sector entity will move ahead into the finmeisl,
gsales and mepufacturing aspects. From prelixinary studies and aveileble
Momtm,thiammjoctapp.mtohcmnt&hnnmmm
venture.

(2) Itappomthattbcmjoetd.nhtnatmleutorup”m. The
pﬂmuuctw'lmitywmwwmnpmmmm.

W ACT P

a. Eesults - To(make available a supply of kil dried, planed snd greded lusber items
for domestic consmpticn. The items will include standard sise beards, dimenkion
-tm,mu»anmbhmumm-mmwm.))mw
ummcw,umtmmmmm-. Grons sales sheuld
reach an anmual volums of $200,000 by FY 73.

b. m-m-mjmumm-mmpmm.

he&(mmmmmmm-u-mm
mmmﬂm"crfwmmummm.

UNDLASSIFIED
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(2) USAID vill provide technicul advice for the project

(3) Equipment will be purchased under USIP. Lstimated total financial require-
st 1s spproximately Kip 120 iillfon. The private sector shinld provide
one third of the total financial requirement. in equity.

HILL ) 1101
1. Igrget: - RRRort privats sawmnd : by _assisting prival
ouners in rewodeling and mode their luiber munufacturing operations.

a. Kesults - 'I'hi(progrm will increase the man hour production but willinot neces-
sarily cut down the lubor force. Loth production(capacity and quality of output
will be increased, depending on the type and size of modermn equipment installed.
The major improvement will be in manufacturing stundards:

(1) Square adges
(2) Smooth encs
(3) sStraight lumsar on edges and faces
(4) Luprovenent in overall appearance.

b, Status - This project is in the plamning and disrussion stage.

c. Coyrse of Action

(1) sany of the private investors in the sawxill industry have asked for this
project to be started. Presently sawmills are operating with ocld or owt-
dated types of machinery and the maximum use of mnpower. The mmm hour
production for these mills is extremely low when compared to mills using
modern equipment and methods. The quality of the mamufactured lumber is
not high due to wavy and uneven sides, tapered edges, no triming, and
rou i surfuces.

Goal for Forestry

- The owverall goal for foresiry in Laos is to fucilitute the eurly and effective
cevelopment and utilisgation of tio country's forest resources. Achievement of the
following Targets adll help uitain this overaljroals

l. Target: - Tochnical Administrative
Drectorate of luter and forests.

Y a. Results - To eliuinate or at least minimdss need for assignmemt of
forestry Technician level work to foreign advisary persomsl Wy the
end of FY 71.

Attainment will tend to strengthen Luo economdic and industrial astivie

ties, encourage the best long ran‘e use of renswabls rescwrves, at the

same time providing for orderly phuasing out of foreign assistanee.
UNCLASSIFILD
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b.

Co

« Counterparts havo been assigned to some advisors, but most
RIG officiales designated have full time recgular responsibilities; only
limited time can be spent with their advisors. This results in loss
of excellent p tunities to train Lao Technicians ond Supervisory
dficiah.#ﬁ%-&g-job traininj; for Laoo Technicians assigned teo
Forestry Invemtary has been successful and 6 Lao participant are
enrolled in a two year Fanger school coursc at Prae, Thailand. Six
additional participants are expected to be selected this year.

In addition, a few pramising employees of RIG Departrernt of Water
and Forests have been exposad to Enrlish languape training which
may eventually qualify thaonf for attendance at Universitv, four year
professional forestry training in .9., Philinoines or Australin
or India,

ourse Act

(1) Insure early assimmment of VLG Sounterpart to each Forestry
advigor.

Counterparta are needexi in tie following positions:

Director of Fornct Tnvontory (Canodian Team)
Phot ogranmetrist

Cartogranher

Foreoter (Australian Team)

Solls Sclentist

Additional USAID supunort is needed, with one position recommended
at 'SP 6 level, Duties would involve assisting with RIG Training
activities & coordinating selection of RLG counterparts,

RIG necds cencourazcment to set priorities, assign bect qualified
personnel available to take full advantage of available training.

(2) s vt Tps Prosrang

Strongly encourase and support courses which provide basic
English copability for all technical/administrative employees
of RIG Directorate of Water amd Forests.

* Provide on-tlie-job troining in Technical Skills. Contimbed
two-year Ranpger school training in Thailand, for 6 gradustes
each year.

¥ Select L candidates per year for profcssionnl L-year University
Training in Forestry.

* Select one Universit:: rraduate ner venr for rraduste study in
Fa‘ﬁetryo

IRICTAGSIFIED
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Overall, finunical or in kind support for training can be expected
from Thailand, Australia, Canada, mu%wtm to U.S.

2. Tapget:- Complete the approved Forest Inventory project by 6/30/70 and
sxtepd to other units us needed and po:

d.

d and possible.
Resylts - Enable efficlient planning and aduinistration of timber harvest-
ing, avoid umnecessary loss of resources, assure coordinuted development
of wood based industry and facilitate transportation system plunning.

Statys ~ This activity has received technical assistance frow the

‘Canadlan forestry teau, with USID/support in the fom of technicul

assistance and commodity support? (Four high priority areus - Vientiame,
Nam Ngum, Pakse and Savannukhet were selected and USAID finenced aerial
photographic coverage.) Field work stuarted in May of 1968, is upproxi-
matelr one quarter done, with conpletion scheduled for Oct. 1Y70.

Course of Action

(1) rontinued support of Canadian Teum to caumplete present project.
(1he four arezs listed above include about 50¢ of curremtly suitu-
ble active Timber harvest; less than 5% of Forest in Laos).

(2) Coordinate efforts to introduce Austiralian expertise, especially
in Secils and Reforestation, into the Inventory.

(3) Provide short term consultant to prograu cowpilation of data by
EDP psthods.

(4) Assist RIG in planning future inventory needs and extending project
to additional high priority uareas.

3. JTarget:- Hinimige jllegal Timber Cutting and Maxinise Finencia] retyrn to
RLG Lrom Timber Sales.

Q.

Resylts - As all timber in leaos except King's Teak Preserve is owned by
RIG, legal cutting requires u perumit from Directorate of Water and
Forests. Royaltios paid help support RIG, thus minimising foreign aid

« Timber thaft upsets plammed road and resource developmsnt,
and results in poor utilisation.

At present Wthe timber cut in Laos is dons wdthout
permit or of royalties to HIG.

UNCLASSIFIED



(2)

(3)

Many logs are now scaled twice, with numerous scalers participa-
ting. moqunﬁndudidmmhomad-nwm;ut
mhndlmnsum,mdachcknmngmmmw
maintain accuracy and honesty. Such a systew could free nmumsrous
RIG persornsl for other duties, discouruge Tixmber theft and
facilitate Transportition of logs from legitimate sales areas.

Target :~ ‘Inprove Utilization on Tizber Sales

a. Resylts - Eliudnate present poor utilisation practices which waste
wood. m-opracua-nmltInlwprmumandinlmrqnl-

tien

Lo the RIG and also raises costs of sawm lusber.

b. Statys - Presently in study stage.

c. Course of Action

Assist RIG Directorate of Water and Forests to establish and enforce
werchentibility standards, including length/dimmeter of iogs; hedght
of stuzp, defect allowabls.

Target:- Study g

. m;-rhoulmgrmplmmlmwwumw
* need and suitaldlity of perscnnel, finances and rrcwrity situation.

UWCLASSIFIED
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| m-mnwormpmm
c. Course of Actign |

6.

(1) Develop potemtial land use plan.
(2) Identify and assess timber losses from insects - disease - fire.

(3) Consider effect of ray (slash/barn) agriculture en timber
resourcs.

Tagget:- Improve charcoal production
a. Remilts - To minixdse loss of valuable sawlogs for conversiom to

b.

charcoal, and utilise available wood now going to waste, making avai-
lable a Detter, cheaper fugl.

Attuinment of this target would %“end to eliminate umnecessary drain
of valuable timber, streagthen Lao economic and industrial activities,
and make more widely avallable a better, cheaper charcoal fuel.

Status ~ At present a major proportion of the population uses charcoal
and firewood for fusl, mostly for cooking food. Total drain on the
Fomltuofuouharmmdlm,moﬂpcm; of this sum firewood
ropresents 55,000 ¥3 and charcoal 47,000 M3. (This exoeeds total
industrial wood drain). Charcoal is preferred to firewood, although
the quality is low, and production/distribution systems are primitive
and of low efficienty. In addition, much of the Timber cut for
charccal is in the 3ise classes which are rapidly attaining Sawlog
sise, and conaists of the most desiruable, high value species.

Course of igtion

(1) Encourage RIG Department of Water and Forests to allow fres us)
of limbs, tops, ummerchantable logs from timber sales for charcoal

producers.

(2) Encourage RIG to set adnimal royalty rates for cutting trews of
less desirable timber species fur charcoal, and prohibdt uve of
high value sawlogs for conversiom.

(3) Study alternatives, select most appropriate mathods for low
volwas local village charcoal production - distributiom.

(1.5‘é (Initiste feasibility study for pilot plant, capscity 3,000 tces

per year, including packaging ~ marketing methods, to be leoested
in Vientians area.

UNCLASSIFIED



and rapid termit damage; rot; unsuitable selection from various woods
avallable; construction methods unsuited to factors; almost complete
lack of local wood treatment.

b. Stetus - Strustures bullt of wood, especially in rural Laoe have azn
wnecessairily short serviceable life. The most common uses are for
-hm.mnm-,m“muotmﬂmmmmhm
ussful and satisfactory if deterioration could be slowsd. Most of
thuﬁlnmnlmmlmm&mhthm.

o. Couree of Action

(1) Stwdy vardous types of deterioration of commonly available
species.

@) Conduct Survey .f known sixple inexpensive treatment msthods
suitable for application by villagers.

) sultahle conbinations of avallable species ami practical
tusnt; also possible changes in construction techniques.

(4) Disseminate results, encourage changes if wurranted.

il cwrrency desaigned
bility of activities assisted; and to develop the capability of the Development bank
u‘mumnmmamytwmmmmmmmmwmmue,
mamwwuummemmfmworMm
spplications, and effective supervision and control of loan projects.

1. Iagget:

ICLASSIFIED
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b.

e.

3%atup - The Industry Loan Fund has financed three loan activities for
logging Companies arganigod from ussociations of sam:ill operators in
three arees: Viantiane, Savannakhet and Pakse. These wre respectively:

Date of Lamn
Naoe Arreeent Ioan Principal
Lao Tizber Co. beptanber 8, 1467 Kip 91,258,408
Lene Xang Timber Co. January 10, 196y 24,317,000
Sedons Timber Co. January; 10, 1969 24,103,000

Courge of Action
Following the preparaticn of technicul und financiul _fognibd.lit.y» study

nical Camittes, which is conposed of representatives from seversl
interested RIG Ministries or Institutions, as well as USAID. Following
approval by the Technical Comxittee, or after resolution of deficiencies
thathnvobunpoint«loutinthoTocMicalMtt“m, the ILoan
Application is presented to the DiL Managenent Counittee which is chaired
bythomnorofnmco, or in his absence by the Governor of the
National Bank of Lsos. The other members of this Comdttes represent
interested Ministries and Director USAID or his representative. USAID
concurrence by letter is given for signing of Loan Agreensnt, which
provides assurance that lBAIDl\mdingwillbeprovidodpromptlyfortbo
first Rranchetof the loan payuent. The first loan financing is for the
Iatter of Credit to finance the import of (GIP coumodities. Part of
th.oqtdmntco'tatthisltageispaidrrunequityuthilmto
commit investor funds in : demonstrable form to the project.

The equity: loan ratio in developing a4 loun project ranges bstween
equity 30% loan 7U{ and equity 40k: loun 60%. loan funding requested
forimuhlandmchanludfamdm;loanprojectsforthmn
1969 through FY 1976 for tarrets emmerated under Goal A above is
presmtly estimated to be as follows:

FY 1969 Kip 199,000,000
1970 »000,000
1971 »000,000
lm v.m,(m
i973 »000,000
1974 - 1976 -, 000,000

U.CLASSIF1xD



wmwwuuum,mmmmmm
Mnmdcmm,-ﬂawwvm

b. mj@amwmmwumwmumm
sional m:mummmuwunmnmmnum.

mmumwmmwumm

Mmmyammamm.

of feasibdlity studiss by technical persomnel finansed Wy USAID Cemtzest.
m-@tb-wwammummu‘mu-
Mnmmummmhm—'m

ummmuuenorwvm. _
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iapget:~ o assist the Diii in atiginin;, tho posture of un industrial
LDpencing iptermedicry that will nerit_the confidence and support of the

ipternstional lendin: cousunity.
a. - If and when schieved this turietl would result in provision

b.

of funds to DiL fr~. internctionsl lending institutions such as the
Asian Developwment _ank, which funds would in turn be used for industrial
Joans in Leos. Ths DL would do all loun screenin ond Lpproisal,

loan issuance, and supervision, in conforuance with the requirenents

of the financing source.

Status - Confidence is exrned not contrived. 'fhe professional standards
of the DUL and the validity of their financiul stateuwents are essential
ingredients of the confidence to be uccorded by the internationul
lendiny comunity. ilowever, ihis developnent Liy be expected to be slow.

Course of action

Developuent issistunce frou. other or;anizations and institutions such
w8 Lie asian Lovelopueni iank will te helpful and will be solicited
as specific needs present themselves.

Hiac i

Attachment: Small Industry Project PIP M ﬁ %o
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