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I.L.0. PRODUCTIVITY AND MANAGEMENT DEVELOPMENT PROGRAMMES
' ‘ IN LATIN AMERICA

INTRODUCTION

1. Why should the I.L.0., whose primary concerns are gene-
rally held to be improving the working conditions and the
standards of life of the workers of the world, concern itself
with the development of managers? '

First of all because better management implies in the
very words better working conditions, better remuneration, better
training ef werkers at all levels and better relations between
~managers and men., It means better chances of continued success
for the enterprise and.thus better chances of stable empleyment,
because the decisions and actions of the management, especially
of those at the top, are of vital influence to the well-being
of the enterprise and all who depend on it for their livelihood.

2. Secondly, the I1.L.0., as a member of the United Nations
family, is concerned to play its full part in the general raising
of the standards of life of peoples of the world, especially
those in countries still in comparatively early stages of econom:
development. A major part of the I.L.0O, share of responsibility
in this field lies in the development of the skills of people,
especially people in industry, agriculture and other sectors
of economic activity, so that they may contribute to the best
advantage and to the limit of their respective abilities to the
develepment of their countries.

3. Since 1956 the 1I.L.0. management development and produc-
tivity services have been active in Latin America, assisting na-
tional institutions concerned with training of managers and spe-
cialists for the present and future industry of the region.
Altogether in the bi-~annual programme of 1965/66, nineteen I.L.O.
management development projects were provided in Latin America
and the Caribbean, This number includes 3 larger missions up to
ten international experts. At present four new larger missions
are either being launched or are in preparation., These current
and planned activities are discussed below together with some
suggestions as to the broader potential contribution which the
I.L.0. can make to Latin America's progress by helping to develo:
the region's managerial resources. These new suggestions are ba:
on I.L.0,.'s worldwide experience in the strategy of human
regources development in the managerial sector.
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4. Initially organised in 1952, the I,L.O.'s management
development programme, now associated with assigtance to smgll—
gcale industries, at present operates missions in 40 cogntrles,
involving about 150 expert-posts as well as a substantial
body of management specialists at Headquarters. The small indus-
tries programme, which is dealt with in a separate paper,
represents a further activity of comparable size.

I. PRESENT I,L.0O. MANAGEMENT DEVELOPMENT
PROGRAMMES IN LATIN AMERICA

5. Managerial skills are among the scarcest resources of
developing ceuntries, and Latin America is no exception. Undoub-
tedly, the limited pool ef managerial talent especially at the |
top is one of the most critical factors in Latin American indus-
trial development, The gap occurs both in modern management methc
and in the capacity of leadership, the ability to produce 1ideas
and to get people to carry them out willingly. Successful
industrialisation depends first and foremost on leadership in

senior pooitions of public adnministration as well az of industry.
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It may range from the directors of large publicly wwned enter-
prises to the smallest unit in the private industry.

6. Related to management development is the impertant
guestion of the level of individual initiative in the country -
the readiness to take risks and motivation in matters of new
industrial ventures. Public policies and attitudes may play an
important role in creating the necessary climate.

7. Finally industrialisation depends also on the ability of
nations adequately to staff the rapidly growing public agencies
concerned with industrial development., In many cases adminis-
trators in such agencies must acquire knowledge and experience sii
lar to that required by industrial managers themselves, not to
mention the fact that in some countries enterprises devoted to bo

public services and actual manufacture are often controlled by
the government,

A. DESCRIPTION AND OPERATING THEORY OF
URRENT PROGRANMES
D

cot Experience' Training

8. What kind of training is needed to contribute to indus-
trialisation within the foreseeable future, say the next ten
years? Where do managers come from in general? One source
is in the industrial traditisn and collective experience of the
country, i.e. a record of several generations of activity in me-
nufacturing, commerce, transport, more extensive handicrafts,
banking, etc. The kind of background is rather in short supply

in Latin America.
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Another source is immigration of persons with managerial or entre-
preneurial experience. Thirdly, direct foreign investment where
experienced foreign manufacturers establish branches or -joint
ventures in the developing countries is undoubtedly an important
source of managerial skills. Nevertheless, even these establish-
ments have to train local people to be managers. In fact the pos-
sibility of having national managers trained on the spot fer

the operations is often an inducement to foreign investors. In
this connection it may be actually mentioned that many foreign
companies have sent their executives te I.L.0. sponsored

training programmes in Letin America. :

9. In the long run an important source ef managerial skille
is, of course, modern education in business administration. Some
such schools have now been established in Latin America but this
is a most recent development so that the graduates of these school
are barely beginning to enter industry. Clearly at least ten year
must elapse before some of these young men will be able te rise t
positions ef respensibility. Meanwhile, traditional Latin America
education has not concerned itself with management subjects and
in fact except for some engineering schools, little training has
been provided which would apply to industrial eccupations at all.,
The problem mey also be aggravated by prevailing motivation. Unti
recently the more gifted young men were generally ualikely to
think of industriel or business careers as being desirable.

10. In view of this it is clear that the main pessibility ef
making an impact in industrial progress in the near future is to
undertake an intensive build-up of what is now known as "post
experience" training. As the term "post experience" implies,
training is offered to managers or specialists already working
in the industry concerned or to other persons with established
experience in other fields who would then assume managerial functi
in industry. Programmes of this nature are relatively new. In
fact the first programme of this kind was started in France only
in 1932. In the U,S.A, the first advanced management programme
was offered in 1943, In developing countries such programmes
were undertaken only in the last ten years, when the I.L.O.
frequently assumed the role of pioneer in this novel form of
training. On the ether hand, since the programme was started, and
particularly during the last five years when many larger missions
were established by the I,L.0., valuable experience has been gai-
ned beth in the centent of the programmes (incluling the adap-
tation of material to specific conditions of the developing
economies) and in the varieties of programmes required by the
process of upgrading the managerial resources in the countries
concerned. This experience is now being conveyed to national
institutions te which the I.L,0. missions are attached, usually

national productivity institutes or centres.



2. Management Courses

11. The most important target of the I.L.0, training
courses is, of course, top management on whom so much depends,
because top management has the power of decision. Since, however,
managerial resources are extremely thin in developing countries,
experience shows that the top managers are seldom able to attend
integrated residential courses. Hence it has become necessary to
develop a variety of more rapid programmes, seminars, symposiums
and other shorter events in which it at least Dbecemes possible
to give the top executives an appreciation of modern management
metheds and obtain their support for the further development of
their subordinates, juniors menagers, specialists or industrial
supervigors. ‘

12. Junior executives and specialists can then be trained
in longer integrated courses cemprising & full range -of medern
management subjects. Frequently a strong practical compenent
is built into s ch programmes whereby the participants are called
upon to solve specific problems within the context of their own
enterprises. Finally an importamt phase of I.L.O. activities is
that concerned with the "training trainers", Recently this ferm

of activity has been expanding considerably. It inciudes ceurses
for training officers within larger enterprises, extensive
programmes for the personnel of productivity centrzs and ether
similar institutions, and finally sherter courges for various
specialists of development banks, small-scale industry institutes,
staff members of industrial associations, as well as many govern-—

ment institutions concerned with development.

13, In addition te direct training, ether activities are
constantly being designed to meet the reguirements eof specific
circumstances. These special activities may range frem seminars
where top leaders of industry discuss over-all problems ef pro-
ductivity in the country, er other problems such as exports.
Another group of programmes may include appreciation courses and/
training for union leaders as well as informative cenferences
for workers representations from individual enterprises designec
te give them an understanding of productivity problems and of
modern techniques for dealing with them. In some countries work
in interfirm comparison and productivity measurement has been
undertaken. This last group of programmes is expected to fulfill
the twin purpose of informing the sectors of industry about their
performance (firms are compared with each other er with similar
industries in another country) and of assisting national planning
authorities by supplying productivity data on a sector which may
be of special importance for development or which is a bottleneck.
Broadly speaking various specialised pregrammes designed to assist
improvement of productivity in ways other than the regular trainir
courses are referred to as "productivity programmes", whereas
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"management development" may be visualised in terms of organised
training courses, In practice, however, the two terms are L
inseparable, It must be stressed here that all major productivity.
and management development missions of the I,L.O. and most smaller
ones are attached to national productivity centres or similar
institutions to ensure continuity and development of activities
once the international staff has left.

3. Decentralisation of Activities

14. In the last year or two an intense effort is being made
in Latin America to decentralise productivity and management develoy
ment. For example, the Venezuelan and Argentinian productivity
instituves have prepared projects providing fer extensive help
to local industrial development in six and seven selected regions
of the country respectively. The I.L.0O., is assisting both
these programmes by helping to organise courses and seminars in the
provinces and in bringing abeout closer ce-speration with such
institutiens as provincial universities, chambers of commerce,
local gevernment entities, etc. Help in spreading the availability
of indugtrial credit threughout industrial centres is included.
1t appears that this mevement towsrdes geegraphlcal decentralisation
end establishment ef local productivity centres in the various
developing areas of the country will intensify even nore in the
future to the point where in due ceurse it will also yplay a part
in rural development.

4. The importance of Management and Productivity in Ecenemic Growl

15, PFinally it may be said that the worldwide intensification
of the I.L.0.!s programmes in productivity and management develoep-
ment results largely from the growing appreciation in the economi-
cally informed opinion of the relative importance of the management
factor in the formula of economic development. Only a few years
ago economic growth was analysed in terms of two principal facters.
One was the increase in the numbers of persons working; the other
was the use of more capital, Management was seldom given sufficier
importance,

16. More recent studies bsth in Europe and in the United

States have revealed that effectiverness in the use of resources

and skills is probably the mest important single factor. In the
United States authoritative studies went as .far as to assert that
the economic growth in the United States since 1930 is only in
one-third traceable +to direct increase in labour and in capital.
The remeaining two-thirds of grewth, the studies concluded,cccured
thanks to the constant improvement in the efficiency with which
material resources and human skills of the country have been employe
as well as the quality of resources used and this is principally
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due to the action of management 1).

17. The above seurce reveal that managerial actien accounts
for a very large proportion of economic growth (for example, mere
efficient use of materials and capital equipment, better alloca-

. tion eof labour and materials and capital equipment, better allo-

cation of labour and materisls, improved quality of capital goods
and tools employed or ef industry sponsored research and develop-
ment). Other growth factors are those of economies of scale (a
problem related to economic integration or freedom of trade), the
rise in the general level of education and progress in basic
research and development, with which this paper is not concerned.

18. Thus, in general, as the qualitative aspects of indus-
trial development become better understood, they are now held te
be more important than was recognised in the immediate past., Zven
now they are not always given sufficient weight in economic plan-
ning. Within the framewerk of present policies the I.L.O.'s
management and productivity services can of course intensify thei:
centribution te industrialisation. Nevertheless, in meny ways
these programmes can diversify and lead to & much better impact
if sugpported by conscious pelicies of government (for example,
the siressing of regional development in each courtry providing
for stzff development programmes in the initial stages of new
industrialisation schemes, the redesign of tax inceuntives to
increase exports, etc..,). These and other problems certainly
deserve close attention of the international agencies. Specifi-
cally it might be incumbent upon the U.N,C.I.D. to examine the
policies of Latin American governments and to undertake steps
likely to bring about changes in public policy where they would
be beneficial, In this reappraisal of policies the 1.L.O.
management and productivity services can assist by sharing their
practical experience and insight inte the workings of the indus-
trial apparatus in Latin America with which it is familiar
thanks to numerous missions new clesely working with the indus-
trialists and organised labour within the region.

1) Eaward Denison: The Use of Economic Growth in the United
States and the Alternative before Us;

John Kendrick: DProductivity Trends in the United States;

Theodere Schultz: in Journal of Political Economics,
October 1962,




B. J.L.0. MANAGEMENT AND PRODUCTIVITY PROJECTS
IN LATIN AMERICA

19. It may be useful here to review briefly some of the
I.L.0.'s technical co-operation projects for management development
now in operation in the various countries of the region, including
some perspectlives of action to be taken in the future.

20. In Argentina, a project to help in setting up the
Argentina Productivity Centre in Buenos Alres, financed from the
Special Fund, has been functoning since 1960. A team of experts
in all fields of management, numbering ten at its maximum strength,
has been attached to the Centre and has carried out a wide range
of training and other activities not only for the staff of the
Centre but also for the staff of other institutions in Argentina
in the management field. Seven centres for management development
and productivity are being set up in the provincial areas. Two
of these are already in operation. :

21. Dilscussicns with the Government of Brazil with the view
of providing technical co-cperation in management develonment have
recently been in progress.

22, " In Chile, an I.L.O. senior management development expert
attached to the Serviclo de Cooperacién Técnica has currently
initiated a series of study groups for exploring the scope of
increaslng Chilean exports. A large Special Fund project about
to start envisages assistance in depth to selected sectors of
industry by a team of international experts in the different
aspects of management development. ' '

23. I.L.0. assistance to the countries of Central America
in the field of management development and productivity improvement
dates from 1956. At present, I.L.O. experts are stationed in
Guatemala (2), El Salvador, Honduras, Nicaragua and Costa Rica,
with a Chief of Project covering the reglon as a whole. An
itinerant Seminar for Top Management organised by the I.L.0O. in
1964 enabled industrialists participating in the Central American
Integration scheme to follow an intensive course in management
development, and acquaint themselves with industries and business
prospects throughout the Central American common market.

24. A project for establishing a Central American Regional
Productivity Centre is now in preparation.

25. Colombia has received assistance in setting up a
productlvity centre, and two experts in management development
have been attached to the Ministry of Labour, one of them for
the last three years. 1In Jamaica and Puerto Rico short survey
missions have been carried out in management development and




productivity improvement, and the Government of Jamaica has
requested co-operation in setting up a national productivity centre.

26, Management development has been well established in
Mexico for some years, and the Mexico Productivity Centre has
provided experts in this field to the I.L.0O. The I.L.O. has
recently given the Centre assistance to develop its work in
particular fields, such as management accounting.

27. An I.L.0. expert 1ln management development was attached
to the Natilonal Productivity Centre in Peru in 1959 and further
expert co-operation was given in 1964.

28. A project for setting up a management and productivity
development centre in Trinldad began in 1965. Uruguay has received
co-operation in productivity improvement during 1963-64 and further
co-operation specifically to help raise productivity in the textile..
industry is being provided in 1966, The I.L.0. has been providing
assistance to the Venezuelan Institute of Productivity over the
last thiree years under a Funds-in-Trust arrangement. A iruch larger
project financed from the Special Fund is now 1n operation. It
covers the whole field of management and includes special provision
for assisting in the promotion of productivity in provincial areas.

II. POTENTIAL CONTRIBUTION OF THE I.L.O. MANAGEMENT
DEVELOPMENT SERVICES TO INDUSTRIALISATION IN

LATIN AMERICA

29. Unguestionably the impact of the I.L.0O. manageuent
development and productivity services on industrial progress in
Latin America can be substantially increased thanks to a wide
range of specilalised programme possibilities.

A. BROADENING OF "TRADITIONAL'" PROGRAMMES

30, First of all 1t will be useful to examine the potential
contribution which may result from a diversification or modification
of the programmes already practised in some form in Latin America.

1, Growth Potential Enterprises

_ 31. Qne of the fields where a new approach can be expected
to be fruitful is in giving priority (in terms of managerial
assistance, training, technological help, as well as credit)

to enterprises which show a definite potential for growth, As
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is well known, in any group of industriel firms some will

be more dynemic than others and in a situation where rapid
industrial growth in a country occurs there are only-a fairly
limited number of undertskings which will be able to take
advantage of the opportunities and grow into larger industrial
units., These "growth-potentisl enterprises” should be
gingled out as the principal candidates for assistance.

32. A comment as to how this activity ties in with
both the "traditional" productivity progremmes and industri-
alisation may be in order. This form of assistance to _
industrialisation implies two things. One is the assump-
tion that the expansion and diversification of existing
enterprises is in effect the most important source of
industrial growth. This at any rate applies in the more
advanced countries where a certain industrial plant elready
exists. Secondly, it goes without saying that expansion
and diversification sre among the basic functions of manage-
ment in general and therefore detailed studies of these
subjects should form en integral part of the programues in
the I.L.0., missions and in the national institutioas such as
productivity centres.

2, Sectorial Maencgement Development Programmes

33. The I.L.0O. experience in other areas of the world
and recent preliminary work in Letin America indicates that
the so-called sectorial epproach to industrisl development
may be very desirable. There is evidence that industrial-
ists are more responsive to projects where their common
interest will act as a stimulus to discussions and where ,
corrective action will likely benefit the sector as a whole.
For example, productivity measurement and interfirm compari-
son programmes in Argentina have evoked a particulerly
lively response on the part of the managers. Equally
encoureging are the programmes of this nature in Peru where
productivity services d4id extensive pioneering work in this
regard, - :

34. Secondly, it eppears logical that sectorial work
may also lead to organised co-operation of industry with the
national institutions of economic planning. Discussions
along these lines have revealed for example the willingness
of some employers to undertecke a practical follow-up of
economic reviews of individual industrial sectors, prepared
by E.C.L.A. Once the brosd economic studies by E.C.L.A. _
were completed, the group representing industry (particular—
ly employers, but also including workers' representatives)
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would develop the study further; using the practical
knowledge availzble in the key enterprises of the sector,
the industrialists may be capable of coming up with a '
specific programme of development for their branch of
industry to be discussed and co-ordinated with the planning
authorities,

35. Thirdly, it may become advisable to set-up some
sectorial programmes from the earliest stages of processing
in order to include the raw materials which may be
indigenous in & given country, for example cotton, iron
ore, other minerels, etc. A study is at present being made
in a sample industry, outside of Latin America, in an
attempt to design a project which will embrace the entire
sector from the earlier stage of extraction or production
to the final product.

. It is importent to emphasise that in either of
the three possible approaches outlined above extensive
management training and = considerable promotional cffort

will be required. As in all productivity progremmes, the
accentance of change by menagement and labour is the condition
of success, This also is8 a reason why at least one third

of the time of productivity and menagement services is

devoted to promotion. This agpect cennot be overestimated,
and it should be underlined very strongly that promotion of
this nature is a highly professional zaffair.

3. Encouragement of New Industries

3. The programmes discussed above presuppose that
expansion and divergification of existing industrial under-
takings will account for e large share of industrial develop-
ment, at least in the more advanced countries. Nevertheless,
there has also grown in Letin Americe a whole series of
activities designed to attract foreign investors, to create
mixed foreign and domestic enterprises, or to encourage new
netional industrial ventures. In this connection it becomes
necessery to bring 2bout closer co-operation between the
I.L.O.~assisted productivity institutes and national develop-
ment egencies ("Corporecidnes de Fomento™).

38. In the Caribbean the corresponding institution is
the "Industrial Development Corporation" (I.D.C.) whose
pattern of operation deserves to be briefly mentioned here.
The Caribbean I.D.C. was set up primarily as an institution
designed to attract foreign investors. This approech
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hzas been successful in some of the Islands. In due course,
the projects of the I.D.C. alsc covered the promotion of new
nationel enterprises and it wes soon found thet training of
local menagers and specielists was often required, together
with occasional direct consulting assistance. Finally,
some credit schemes for small-scale menufacturing industries
were also added. This being the case, it became quite
logical that productivity services and manzgement develop-
ment centres should be implanted within the framework of

the I.D.C, and so sn interlocking relationship between
industrial promotion snd productivity was quite readily
creatca,

39. Development in Tetin Americen countries was
different in this respect. The concept of Corporacidn
de Fomento ceme into existence long before productivity ser-
vices were thought of. As = result the Corporacidn de
Fomento acquired its own momentum end often beceme, in pro-
portion to locel conditions, an industrial giant. By now,
however, it is apperent that in some countries the d2velop-
ment of physicel industrisl resources hes far outrun the
availebility of skilled human resources and the approech
followed by the Corporacidn de Fomento may have to be re-
vised., If so, the emphesis mignt well be shifted from
intense creation of new productive assets to efforts designed
to improve the productivity of the firms thet were already
brought into being with the Corporscidn's assistance.
Secondly, it might be rescommended that adequste staffing
of new industrial projects be envisaged right at the
inception of the project, with appropriate plons made et
thet time for management training., Furthermore, it is
recommended theat a set of standards of manegeriasl performance
be made part of the government-sponsored industrial programme.
It is possible for productivity centres to work out stendards
of performance applicable to specific industries. Some
centres heve done work in interfirm comparison znd productivi-
ty measurement znd the I.L.0, can provide zssistance in
this respect to those centres which still need it.

4, lienasgement Consulting

40, Undoubtedly the development of consultancy must
closely parellel industrial growth. While mensgement
trazining and development are essenticl to provide the basic
knowledge and specialised services which mansgers require
to run their enterprises efficiently, experience in
industrialised countries has shown that this is not enough.
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The recent extensive development in Burope and the United
States has shown that the appearance of advisory groups
specialising in various pheseg of industrial operations
forms an indispensable part of the "human infrestructure" of
development and these heve grown perellel to the growth of
managenment development fecilities. This is not surprising,
because the more knowledgeable managers become zbout their jobs
the more they become aware of the need for specialist
zssistance in specific oress,

41. In some Latin American countries menagement con-
sulting firms have not elways been very successful in finding )
a sufficient number of clients. This reflects the resistance
kn the part of industry to accepting outside assistance,
because of o lack of reslisation that assistance wess needed.
For this reason some of the I.L.O. progremmes im Latin
America have been stressing the need for the setting up of
menagement consulting services and heve in fact held courses

42, It would help the development of sound consultancy
if government and public service organisations would employ
their services more frequently. It might be possibtle and
even preferable for a Corporacidn de Fomento to "farm out"
consulting work rather then to build large staffs of their
own for such tesks zs sssessment of merkets or manageriesl
essistance to firms which get intc difficulties or which are
being esteblished.

43, The development of consulting firms may also be
enccureged by creating mixed zdvisory companies. There are,
for exemple, & number of North Americen or Buropean consult-
ing firms which have deservedly excellent reputetions,  Co-
operstion with some of these firms would benefit the develop-
ing country. In order to create nationzl counselling
talents, o pattern of mixed consulting compenies might
suggest itself. Such companies should then be encouraged
by long-term contracts from government orgenisetions.

In =211 these programmes the productivity centres could act
a8 initietkrs and co-ordinstors.
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5. The New Enterprise

44, By and large the Corporacidén de Fomento type
of operstion has concentrated on the creation of larger
industrial units. In other cases foreign or domestic firms
already in existence received assistence to expand or
diversify. Seldom were these preogremmes, so far, concerned
with the crestion of completely new enterprises, perticularly
in small-scale menufacturing. Yet present-day opinion
among those concerned with economic development increasingly
leans towards the view thet such ventures should be strongly
encouraged., It is felt that it will be beneficial for
industrial growth end to the promotion of employment to
induce men to become industrialists or to teke up the
challenge of small-scale manufacturing, in short to awaken
in the country the spirit of individual enterprise.

45. So far programmes of this nature have not been
very successful in their initial stages. In one Latin
American country, for exemple, cfter extensive market
reseerch a list of desireble new products was drawn up and
the quest for suitable prospective entrepreneurs instituted,
The results of this pilot programme did not meet the
expectations. Even in the United States, programmes of
similsr neture have ended up with only a small percentege
of those cttending ever going into individual business.

It is, therefore, ineviteble that such programmes in Latin
Americe will require a very wide "coverage" whereby the
promotionzal services will canves & large variety of pros-~
pects ranging from the distributive trades, through handi-
craft to professional associations. It may alsc be
advisable to organise lectures in the universities and
technicel schools on problems and potential rewards of
individuel enterprise, The whole subject is alien to the
traditional outlook of most students. Learning about the
workings of business may attract s number of venturesome
individuels into industry, while the others will in any
case be better citizens of & modern country if they have

a more concrete notion of what industry is 211 about.
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B, NEW TYPE OF PROGRAMMES

1. Industrialisation, Agriculture and Infrastructure

46, Is it possible to have successful industrial grow-
th without effective agriculture? Historically the case of
the U.S. would demonstrate that industrialisation must go hand
in hand with agricultural growth, (which in the United States
was also combined with the opening of the interior). Also
the more recent post-war economic development in Canada is a
striking illustration that the economic tenet of "balanced
develcrment" indeed holds true, The fact is that the post-
war development in Canada is characterised by the parellel
growth in three main sectors: industry, agriculture and
mining. The same may apply to Latin America with the
difference that Latin America has more mouths to feed and

therefore must consider agricultural development a8 being
even more important.

e Opening the Interior

47, Latin American economic development, though
impressive in certain centres, is in general confined to the
fringes of the Continent. With some exceptions, the vast
hinterland beycnd the coastal belt is not only underdeveloped,
but in a large measure unexplored. It certainly contri-
butes only a fraction of the wezlth and occupational
opportunities which the Latin Americsn countries need for
their industriel development and in order to absorb their
fast-growing population. The opening of the heart-land is
the centrzl problem of Letin America's economic development
and in fect of industrialisation. Agricultursl progress
nust be treated in this context. In what way can the I.L.O,
management development end productivity services contribute
to this paramount task®? Based on experience in other parts

of the world three basic fields of appplicetion may be
mentioned. '

3. Economic and Physicsl Infrastructure

48. Both the opening of the interior and the programmes
of industrialisation require redoubled efforts in the
modernisation of commerce, transport eand distribution ss
well &8 in public works of all kinds. Industrial develop-
ment will also bring intoc being, in fact must bring into
being, a number of intermediate institutions such as new
industrial essociations, local Chembers of Commerce, and
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inevitably more government agencies. All these new
activities must be gtaffed by newly created executives and
administrators. Undoubtedly, therefore, treining must be
expanded in order to develop competent men in the many
fields of these "industry supporting sctivities",

4. Labour Intensive Public Works

49, Another form of potential assistance in Latin
America's rural development is that already tested in IL.L.O.
earthmoving operations in Asia, Although originally these
techniques were developed in Asia where a large number of
unskilled men required some form of employment, it now appears
that the system also applies in Latin America where there ere,
in some countries, numbers of unemployed or underemployed,
unskilled persons. The launching of such programmes 1in
Latin America therefore should be thoroughly explored,
particularly in view of the fact that the opening of the
interior is in effect one vast engineering operation reguire-
ing the construction of railwsys, roads, electrical instal-
lations, tele-communications, housing, etc.

50. Currently the I.L.O. is operating two types of
projects of this nature. The first involves the creation
of national centres for research, training and productivity
in public works. The essence of the programme is that many
earthmoving projects can be ccnducted predominently with hand
labour (taerefore ev01dlng the use of expensive imported
machinery) et a cost which can be equal to thet of mechanised
operations provided that the organisation of work, the
development of proper hand tools, the training of work squad
lezders, etc. are done competently and on a sufficiently
large scale. However, it is recognised that manual labour
cannot compete in all fields with machines and e part of the
training offered by such centres would be in the operation
and maintenance of earthmoving machines. The second type
of project concerns the assistance in the field of low-cost
housing and of self-help-rozds, i.e. feeder roeds which can
be constructed by local populations predominantly with
menual methods.,

5e Special Programmes Geered to E.C.L.A. Priorities

51. The suggested programmes dlscussed under this
heading are based on E.C,L.A.'s recommendatlons contained
in the paper: "El Procesc de Industrializacidn en
Américe Letina", document E/CN.12/716, 10 April, 1965.
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(i) Zconomic Integration

52 As pointed out in BE.C.L.A.'s paper the economic
integration of Latin Americae is indispensable for the
rational growth of the capital goods industry which other-
wise cannot benefit from economies of scele. Needless
tc may the economic integration would also greatly assist
the growth of inter-American trade based on the comparative
advanteges of specialisation. The I.L.0. mansgement
development and productivity services can help integration
and inter-Americen trade in & variety of ways. Integration
is not only a question of tariffs or inter-govermnment agree-
ments but also must be implemented in s practical manner
at the level of individual enterprises.

53. As mentioned briefly esrlier in this paper, in
an itinerant seminar in Central America a group of
industrialists from 211l the countries of the Central American
Common Market and Pancme travelled throughout the srea for
five weeks, meeting local businessmen in each of the
capitals, visiting local factories and in gemeral becoming
femilier with business conditions end specific marketing
opportunities in their new Common Market. To most of them
this organised business trevel in the neighbouring republics
was a real eye-opener.

(ii) Export Manegement Training

54, The projects involving the seting up of facilities
for training in export management asre under discussion in
certain Asian countries, possibly as extension to existing
productivity centres. The I.L.0. might undertake similar
projects in Latin America. It is envisaged that they will
involve training in export mensgement of industrial
executives as well as men from appropriate government
egencies, end from industrial essociations. The training
would cover market reseerch, traffic, documents, peyment
problems, as well as product development suiteble for foreign
merkets and sales management. In sddition such projects
would endeavour to set up export committees within selected

industries_so as to mobilise the industrialists themselves
for this important work.

(iii) Priorities in the Consumer Goods Industries -
Importence of Marketing

55« The E.C.1L.A. makes the point that one of the
conditions for more effective industrial development in
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Latin America is the acceleration of growth in the
"traditional" industries (for example, textiles end clothing,
footwear and several other consumer industries). It is
also economically useful that the traditional industries
.tend to employ more labour per unit of output and therefore
would ebsordb more of Letin America's excess labour. At -
the sezme time the traditional industries must be made more
efficient, since their primary purpose is to supply goods

at popular prices. Hence the need for a renewed productivi-
ty drive in selected consumer industries (possibly combined
with introduction of new intermediate technology adapted

to Latin American conditions).

56, It will be necesssry to intensify marketing
training in order to develop internsl consumption.which is
8till legging. In the first place the traditional
industries should be induced to design new and cheaper
products so as to better meet the limited purchesing power
of the lower income groups, while complying with their
tastes and hebits. For example in Centrel Americe 2
successful attempt wss mede to develop an enriched flour
particularly suitable for the cooking habits of the Indian
ropulation. Next it is importent to improve distribution
both in the physical sense, i.e, transport, and the merket-
ing sense (the development of outlets suitable for rural
populations).

57. In all these activities merketing information
will be vitally needed. At the moment this is one of the
weaker points of industrialisation in Latin America.

Modern marketing requires, for exemple, detailed data of

the structure of purchasing power throughout the country.
Thig is seldom available in Latin American countries., Also
needed ere commercial atlases and other data on trading
areas and distribution structure. Market auditing firms
which study the retail sales, report on the radio and to
television audiences, etc. operate in Letin America only in
a limited way. Thus little sampling of tastes and buying
habits in the interior has been undertaken except in one or
two larger countries. These, and similar activities can

be undertaken by productivity centres, marketing associations
end other institutions so as to develop in the country,
possibly in association with business schools, a depository
of merketing knowledge which would be available to 211 those
concerned with marketing of cheaper products distributed for
consumpticn by lower income groups.
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55, In this connection it mey be stated that the
stimulation of consumption is undoubtedly an important
sspect of industrial growth. There 1is, in fact, evidence
that intense promotion speeds up the tempo of economic life
(for example by increasing the trade turnover), and brings
forth new consumption of industrial goods, may prompt the
farmers to increase yields in order to buy industrial goods.
Also & link between labour productivity and effective sales
promotion is undeniable, for the asvailabllity of suitable
consumer goods (priced within buying range of the working
men and of his household) are a stimulation for individual
verformsnce, particularly where payment by results schemes
are in operation.

6. Public Enterprises

59. A challenging and potentially very important

contribution of the I,L.0. in Latin America may lie in the e,

menagement of publicly—-owned enterprises, particularly
public utilities where better management and utilisation
of resources is reflected in better service to the whole

community of users at lower cost.

60. Unguestionably, the effectiveness of management
of publicly-owned enterprises has & very tangible bearing
on industrialisation in Latin America. First of all, the
publicly-owned companies and particularly the manufacturing
or mining enterprises, should be, like 21l large firms, an
important source of investment funds. Actually, their
operating profits as well as funds generated through the
depreciation accounts of such companies should be available
for reinvestment (both for renewal =nd improvement of present
production facilities and for expension and diversification
programmes ). If, as is often the case, the public enter—
Prises are unable to return profits, they in fact fail in
their basic economic function. Secondly, if the public
enterprises instead of returning profits, require publi )
subsidies, they become an outright drag on the economy.

1) .

It is recognised on the other hand that certain
public services such as railways and internal airlines mey
have to run wholly unprofitable services in order to serve
isolated or sparsely populated communities and that the cost
of these may offset profits made in sectors of denser
traffic. Unavoidable losses can, however, be minimigzed
by good management.
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Also, if public enterprises add in this manner to budgetary
deficits - main cause of inflation -~ there arises a
secondeary economic effect: a further shrinkage in national
savings and investment.

61. It is important for Latin American countries to
ensure the highest possible degree of efficiency of public
enterprises whether in the utilities or manufacturing fields,
An inter-continental progrsmme may be necessary. In such
a programme the I,L.0, could co-operate by organising
training programmes for the executives of public enterprises

T Co—operation with Other Agencies

62, On many occasions the I.L.0. management and
productivity services have co-operated with other inter-
national agencies, particularly with the 0,A.3. and the
E.C.L.A,, either in the form of joint participation in
conferences and seminars or by exchanging information on each
other's activities. In the case of the 0.A.S. which has
undertaken some progremmes in management development field,
activities have been in fact co-ocrdinated in this manner.
Informzl contacts and co-~operation with the U.S.A.I.D. in
the field is a frequent occurence. As regards the
E.C.L.A., 2 permanent liaison office maintained by the I.L.0,
in Santiago has facilitated the exchange of ideas and joint
participation in some of the international conferences and
similar events., It is expected that in the future, as the
I.L,0. sectorial programmes expand, the role of the I,L.0.
will be in fact to implement the productivity and development
programmes based on E.C,L.A.'s sectorial studies, Both
E.C.L.A. and 0,A.S, together with tkhe I.L.O. have been
instrumental in assisting the initial efforts to organise
the Inter-American Productivity Associetion (Asociacidn
Inter-smericana de Productividad). During 1965 an I.L.O.
expert has been devoting most of his time to co-operation and
cssistance to the permanent secretariat of this institution.
Whether joint missions, i.e. projects supervised by more
than one agency, could be effectively undertaken, remains to
be seen. Conceivably it may be difficult to assure
efficient team work under such conditions. However, there
is, unquestionably, ample room for a much closer, sustained
co=operation between the international agencies in research
on matters of economic policies, priority of programmes and
other issues of importance for Latin America's industrial
development.






