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Policy procgsses and their impact on jindust d )
development ~ g cgse study of KELTRON*

In recent years government economic policies in India have
moved towards increased liberalisation., Conceptually this mewns
allovwing greater play of market forcesj in practice 1t means
reduced government control over the pattern of production and
consumption, an increased role for private firms and greater
import of products, techmology, and capital. This is not to sey
that the system of govermment - controls.has been dismantled: controls
continue, attenuated or ungttenuated, in several areas. In eddi-
tion, over the last deca@e the role of public finmapcial institutions
has increased enormously. These institutions often have indejen-
dent policy objectives and criteria for e%aluating projects,
Between controls in some areas, lioeralisationa in others and the
requirements of financial institutions, firms in both the public
and private sectors have to strike a delicate balance. The reswlt
often is accomodation of short term pricrities and neglect of lorger
term considerations, such as technolopy development, production

pattern and income distribution.

KELTAON is the short form for Kerala State Electronics Development
Corporation, I am grateful to Prof. X N Raj for suggesting il =
note, I am grateful also to KELTRON excutives for several dis-
cussions and accesz to relevant information. Unlcss otherwise

Stated all information in this paper has been supplied by KELTRON.
The Centre for Development Studieg, Trivandrum wggre theyauthor

works, and KELTRON are sister institutions coming under the

purview of the Department of Science and Technology, Government

of Kerala, Tho inferences drawn are those of the author and
should not be attributod either to KELTRON or to CDSs,



In this paper we discusc the experience of an electronics
firm to demons trate the effects of government policies on long.
term corporate growth and indigenous: technological development.
The firm-studied is Kerala State Electronics Development Corpora-
tion (KSEDC) - a Government of Kerala undertaking - which markets
its products under the brand name XELTRON and is popularly known
as KELTRON, An electronics firm was chosen in view of the expected
revolutionary role of electronics in production technology and on
consumpti§n patterns. A public sector firm was chosen in order to
understand how current policy processes impinge on long term social
and economic objectives (equitable income and wealth distribution,
infrastructure and technology developmept) sought to be aétained
through direct public investment. The focus on a2 public enterprise
also provides insights into managerial objectives and behaviour

within such enterprises (see Stewart, 1982),

We first discuss KELTRON's control systems project which
throw light on the effects of policics followed by the Industrieal
Devolopment Bank of India (IDBI) and thc Monopolies and Restrictive

Trade Practices Commission (MRTPC)., Je then discuass KELTRON's

application for an industrial licence for the production of video
cassotte recorders (VCRS) and colour TV monitors. The bulk of

the paper is devoted to control systems which have the potential
of significantly increasing the cefficicney of continuous production
processes, VCRs ;re similar to contrsl systems in ono roespect:

they embody frontier tochnolégios with intense competition betwecn



leading international firms and hence the possibility of further
technological development and/or product differentiation, However
unlike control systems, VCRs are principally durable consumer good:

associated with high intcrnational standards of living.

I, Control Systems

Systems for industrial process control continuously monitor
a large number of variables, assimilate and interpret the datz md
on that basis make the required adjustments in the production
process, They, therefore, help in increasing productivity and in

-protecting human 1ife,

The ma.ket

The production of electronic control systems is still in
its infancy in India, It is expected that the market for control
systems_will grow rapidly in the coming years. Thermal power
stations, steel, cement, chemical, paper and textile mills are
expected to increasingly install electronic control systems.
3everal firms, in both the public and private sectors, have, thers-
fore, sought to enter this area. The Secretariat of Industrial
Approvals (Minitry of Industry), on the advice of the Department
of Electronics, has issued several licences, to both public amd
private sector firms, for the production of control systems. The

bulk of these licences appear to have been issued in the late



19708 and early 19803, There are four princiwn.:: iundigenous firms:
KELTRON and Instrumentotion Ltd., Kotn in the public sector and
Taylor Instruments {of the Birla group) und Bells Cortrols ( of the*
Jalan group). It is possible, however, that more firms may becone
serious competitors, Two multinationals have sought to enter

this field, Siemens India Ltd. applied for a licence recently.

The matter has been referred to the¢ MRTP Commission., PIECO Electro~
nics and Electricals Ltd, whose parent company is Phillips, Holland,
has been given a letter of intent, which is the first step towoxds
tho issuing of a licence.* The MRTPC has recommended that PIZCH

be given a licence. Three public sector comp.nies, KELTRON,
Instrumentation Ltd., Kota, and ECIL ap:caled to the MRTPC to dis-
allow the entry of PIECO into the area of control systems. The

appea. was rejcctod.

KELTRON was one of the early cntrants into the field. It
vas given a lettor of intent in December 1977 and an Industrial
Licence in May 1979, making it the third company to be licenced
to manufacture control systems. It has 3ince, slong with othor

companies, sought and been allowed enhancement of capacity.

The Department of Blectronics (DOE) is the relevant authority
(and has issued several licences/approvals in the small scale
and organised sectory for 'Microprocessor based systems'
which have relatively simple business or research applications.
Towever, the technological more complex 'Processa control instru-
mentation system' is regulated by the Ministry of Industry.
PIECO has registered its case as 'Microprocessor based control
instrumentation system', & convenicnt hybrid which has enabled
it come under the DOE rather than the Ministry of Industry;
this indicates an attempt to cnter a technologically
sophisticated field from the backdoor, It is not clear why
the DOE permitted this,



Abadushnelacias

The KELTRON project is being implemented in technical
collaboration with Controle Bailey of France. The technology
acquired enables KELTRON to manufacture analog control systems,
When the technology was purchased, analog techniquesa wera very
¥Widely used, but they were clearly on their weay ouf. Since then
digitgl techniques have quite overwhelmed analosg techniques for
Several reasons., In the analog system there is a central control
room where all the process variables (temperature, pressure, flow
rate etc.) are monitored and controlled, Digital technology per=- -
mits distributed control, i.e, local contrcllers of individugl
machines or subsystems are situnted, so %o cay, in the field,

"The local controllers nr:e «.es.. connected
via o data highway to the central operations
centra, The only information that must be
sent from the controller to the centralised .
operations room is 'exceptional dpta'. That
is data of exceptions to ihe accepted norms,
The mundane, day-to-day control is concen-
trated in the localised contrcller, ... the
centralised computer has buen freed from the
responsibility to monitor all inputs and out-
puts. It can now be configured to perform

such plant-wide supervisory tasks as energy :
management and optimization ..."(Hindu, 1983, p.17).

The digital system in relation to the analog
system is morc reliable and flexibie and is less energy intensive
and has therefore lower operational costs., Since it requirem
considerably less wiring, it a2lso0 has lower capital costs., The

cost differentials between the two systems are likely to increase



over time sinco tho digital cystom has a highor ratio of oloctro=-
nico to non-cloctronics compononts'and cconomic3 may bo mainly
cxpected in olectronics components. An approciation of those
difforoncod in tochnologios is mnocossary in order to understand
tho cgrront conflict botweoon oleoctronics firms, which we discuas

balov,

Tho use of industrial contrecl systomc is cxpocted to griv
significantly in tho industrially advcncod nations (Ernst, - 1981,
P.55); as such, it i3 likoly that thcere will bo continuous tochr -

logical improvomont in both the hardwarc and tho softwaro.

Indigonisation

Inmodiately aftor the KELTRON projcct was concoived the
country's power gconoration prograumo was givon a highor priority,
rosulting in tho various State Eloctricity Boerds floating intor—
national tondefs for import of control instrumontation ayatom
pockages in fully assombled form. Roalising this opportunity,
Koltron,-as-a proposod manufactufor of such syostons, >ffered the
Controlo Baniley systoms aganinst similar tcnders apd won o fow
tondors, As sﬁch, the first atago.ontailoq inport of gll vital
8ystoms and cquipmonts in gssombled condition from Controle 3Bailey
and >thor foroign suppliors. - XKELTRON's job lay in procuring
cortain suppertive indigounous conpononts, installing the units
and moro importantly in providing ?ho-systom enginocoring, This
phas: of tho project bogan in 197980, Somo »f thoe projocts token

up on this basis arc noaring complotion. Thoso include the



Wanakbari Thermal Power Station under Gujarat State Electricity
Board, the Tuticorin Thermal Power Station under Tamil Nadu

Electricity Board and a captive power plant for IOCL, Baroda.

At the socond stage, Semi-knockgd down equipment and com-

ponents were imported ond assembled by KELTRON,

Since then KELTRON has invested substantial resources in
the indigenisation and upgradation of Controle Bailey technology.
There has also been an attempt to lgy bare the know-why of the
technology. All support systema, all mechanical and plastic
components and some electrornic components have been indigenised,
The heart of the control system, the surveivence monitor, has been
upgraded and a range of complementary technologies have been

devel.ped. Many of these ruoresent 'firsts' in India,

However, al@ugh 80 per cent indigenisation has been achieved
with respect to the member of components, only 60 per cent of the
value of production has been indigenised, i.e. 40 per cent of the

value of output is imported.

Moreover, this entire developsent has been within the franme-
work of analog technology. Indigenéus development of digital
technology should be foasible, but it would require: a) o long
lead time and b) pooling of resources by leading electronics
~ firms (ond research institutes) since KELTRON's resources are

likely to be sub-critical for the purpose.



KELTRON's experience with the controls project throws light
on the impecet of policy procosses on incustrial end technologicel
development, In one case, KELTRON capplied to IDBI for bterm finance
for its controls projec;t In the other case, KELTRON -long with
two other public sector concerns nppocled to the MRTPC to disallow

the ontry of a multinational into the control systems fiecld.

1 IDBI

In November 1980, KELTRON applied to the IDBI for a term
loan of Rs,5.5 crores for its controls project. At that stage
KELTRON had already raised (as equity capital) and invested about
Bse3 crores. The equity capital was almost entirely subscribed
to by the Government of Kcerala. KELTRON has how been negotiating
with the IDBI for over two znd a haly yearéf: The term loan from
IDBI was, and continues to be, of importance not only for financing
capital expenditpre but also beeause the release of working capital
finance by State Bank of India is linked to the sanctioning of

term finance. However, the loan has not been forthcoming despite

tortuous negotiantions between November, 1980 and June, 1982,

IDBI initially suggested that a new and independent company
be sct up for the production of control systems, It was apparontly
also suggested in private discussion between the heads of the two
institutions that the new company be in the private sector. This,
ofcourse, hardly made sense to KELTRON which had already sunk

considerable time and money to get the project going. Moreover,



in KELTRON's judgement, this project was of strategic importenc:

to its future financial viability,.

The line taken by IDBI hns subaocquently been that KELTRU:
3hould first set its housc in order by stabilising its other
ongoing projccts before going further into the alntrol projuct,
On this note IDBI has virtually closed negotintions for the

present,

YZELTRON has pursued its case at two levels., One, KELTZO!
has clnimed that as a "development" agency it needs to continuoucly
divercify into new oroduct lines., In this argument consideratiov::.c
of financial profitability do not entcr (QXpiicitly At lerst),
but ratiier there is an implicit suggestion that the diversific-'ion
3erves some larger nntional or mregional vurpose, the benefits
of which may or may not appear in the srofit and loss account o7
tho company. The larger purpbse in this case could possibly be
served through the location of the project in an industrinlly
backward district.* The logic of government incentives for the
dbvelopmpnt of backward areas has been that it helps the utilisa~
tion of surplus local mnnpower resaurces and also leads to the
exploitation of locel materials. The larger purpose cannot in t'.i.
case bo tho generation of enploynmont. It is not necessary to
diversify for incroasing employment - the purpose can aqually be
8orved by expanding in exisfing lines, Morcover, thc etontrol:s

Project is oxtremely capital intensive; it is unlikely that the

The project is situated at Aroor in Alleprney district,
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project will gererate much emnployacnt either directly or indire~tly
(through anciliarisation or other backward linkages) in the rox*
8ix to elght years at least. Since about 40 per cent of the wvalua
of the final product is accounted for by systems engincering, the
project is obviously human capital intemsive; but this only mcans
employment of some highly skilled engineers, with considerably less
scope Tor significant semi-~-skilled employment usuwally associa ted
with clectironics industry in developing countries. Also, in view
of the high (40 per cent) import content (despite indigenisaxion),
the ure of local materials is not likely to be of significance.
Thus, onc may »resume that the main "devolopmental" potential of

the project is t chnology development,

But it coes ot appear that the IDBI has been particularly
concerned with these issues, IDBI's focus has been on the financial
viability of XELTPON's overall operations and hence the wisdom of
an additional venture. KELTRON has been stressing that its past
troubles have at least partly been duve to irrational and wayward
indirect taxation and that its projects are likely to turn the

corner soon. On the oontrol's Pproject, KELTRON's clain to financi al

soundnest nas been based on two considerations:

1. KELTRON has argued that the market for control systens (parti-
cularly in power plants) in vast and that it has few compe:i-

tors (in the power plants field the only serious conmpetitor

is Instrumentations Ltd,) .
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2, KELTRON had also stressed the fact that its collaboration with
Controle Bailey for France and the import initially of ai:
vital systerms in a cormpletely assembled from made its product
extremely competitive. In pointing to its competitivensss
based on foreign collaboration and high import content of its
output, KELTRON underplayed any phased indigenisation of
product design and development and use of local materials,
components and equipments. This apparently is a plus point
in its dealings with IDBI. C(Collaboration and large imports

make for better financial viability.

2) MRTPC

In August 1982, three public sector concerns, KELTRON,
ECIL end Instrumentations Ltd., appealed to the MRTPC that PIECO
Electronics and Electricals Ltd, be disallowed entry into the
microprocessor based control systems area, The appeal was based

on the following considerations:

(1) The Government had issued several licences to both public

and private sector firms for the production of

electronic control systems and hence the market was already highly
competitive. (2) The dilution of foreign equity holding down to
40 per cent had had little significance in management and organie
sational terms, PIECO like its predecessor, Phillips (India),
continugd £o have access to vast financial, marketing, manpower

and technological resources based on its multinational connections.
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As such, its cost structure "does not scen to be based on Indian
conditions and experiemnce". Thias along with the fact that PIRCO

would continue to use the Phillips brand name madc it cxtremcly
likely that PIECO would outcompete the existing firms in the market.
On the other hand, the appealing public sector concerns claimed
that they had invested significant resources in the development of
the nicroprocessor based system which would prove infructucus if
PIACO was allowed to enter the market. They claimed that the
non-entry of PIECO and hence the protection of public investment
was in the "public interest". (3) Thc appealing public sector
firms also were of the view that Phillips over the last thirty
yecrs had manufacturcd only low technolog items (such us lanps,
lamp fittings and radios) in India. AS such Phillips had done
little to add to the stock of technological knowledge in this
country. In addition, Phillips had revatriated considerable sunc
reéucing the investible resources within the country and drowing
down scarce foreirn exchmge. On all thesec counts the public
sector firms claimed superiority. They stressed in particular

thce national objective of self reliance. KILTROII's stand in this
regerd has been that it has the potentinl of contributing sigri-
ficantly towards the building of a self reliant electronics industry

in Keralo and in the country as a whole.,

The MRTPC certainly appears to have gone out of its way
in recommending that PIECO Electronics and Blectricals Ltd. bc

grantcd an indus ¢rial licence for the production of microprocessor
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based autocatic industrial process control aystem3. The MRTPC's
judgement in allowing PIECO. entry ints tho control systems area

seems to have been weighed by the following oconsiderations:

1) "This (control systgms) is an arca by its very-nature in which
Small firms have limited scope to operate. Only large firms with

a iiighly competent multidisciplinary technical tcam combined wita
a fideSpread marketing and 3ervicing network can conpete and
successfully deliver the automatic process control systems to
industrial plants" (MRTPC, p.52). Also, "... the gxisting firms

in this service industry devote moat of tiecir time and resourccs
to providing the systems with commeréial applications, The aprli-
cation of mini-computer/micro-proc:ssor taced systems to automatic
industrial process control is far more conplex thag the applicati=n
of such systems for commercial purposes" (MRTPC, p.51). In the
Commission's view there is a largc potential demand for contrsl
systems which has not been converted int> effective demand at least
partly because of "cultural barriers" (MRTPC, p.46). The Comnissisn
felt that PIECO with its large resources and expertise would ¢
able to convert potontial demand into cffeciive damend. 2) Tha’
the very same advantages would give monopoly power to P'IECO il an
idea that did occur to the Commission, but it was quickly discountec,
The Commission felt that conversion »f potential dexmend into cf .-
ctive demand would crcate onough space for everyonc., The couc-
guences of an initial lead in the market ad the usc of "Phillins”

brand name do not appear to have beon discussed. Instcaa, thc
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Conmission seems to have made the rather facetioua point that
control systems is so competitive an area that even large companies
such as IBM have not been able to acquire monopoly power in the
western economies. Even if that statement were to be accepted,

any inferences drawn from that for the infinitesimal Indian market
are surely illegitimate. (3) The MRTPC also discounted the possi-
bility of unfair competition on acaount of PIECO's access to the
technology of Phillips, Holland. JSpecifically, an objectivn was
rgised before the Commission that PIECO may surrepetitiously
import software from Phillips, Holland and pay for this through.
price adjustments on other transactions., OSinzo other firms do

not have access to imported software th~y are at a disadvantage.

To this the MRTPC's reaction was that nothing can be done if PILCO
does import software surrepiiti:isly; the best course is to seek
an assurance from PIECO that it will not violate my import restri-
ctions and the matter has bean treated as closed since PIECO has

given the necessary solemn assurance.

In assessing the positions, it must first of all bec recog-
nised that no one is doubting the stronger position of Phillips
( and hence of PIECO). Indeed, the public scctor concerns are
worried precisely becaus: they feel that Phillips may swamp them.
All the public sector concerns enterod into independent collaborg—
tion egreemants for tho analog technology at about the same tine.
Phillips will bring in the digital tochnology. The cheaper or

suporior Phillips product will bc a tengible bcnefit to the con-
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sumers, who in this casc are power plants and continuous process
industries such as steel, cement and paper. The more cost 2ffoctive
functioning of the power plants and other industries must ultimately
getréflected in higher incomes all around, But this 1s not achiev-
od without other costs, It is likely that Phillips with its vast
financial resources will initially offer its products at a rela-
tively low price (that may.not even cover coats) in order to capture
a large share of the market, Once a monopolistic pouition has been
achicved, the pfices may be considerably raised. Further, as tho
appealing public sector concerns have pointed out, there will be

a foreign exchange cost and a reduction in pace of technology
development in the country. In a more general sense, this is a
classic "infant industry" situation wherc a fledgling local industry
is ac:ing (in the interest .~ national self reliant development)

for breathing time to come on par with intermational competition.,

The question then is to what cxtent will keeping Phillips
out help in the saving of foreign oxchange and the promotion of
indigenous technology development. In othcr words, will self-
relionce be really achieved if multinationals are kept out? The
answers arc not clear. KELTRON, for example, hns a forecign
collaboration for which it has to pay. Ovor the foresccable future
oxpoertise and components and cquipment will continue to be imported,
If, a8 is likely, the digital technology is at some_stage imported,

there will be a further outflow of foreign exchange,
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Also, going by past cxperience (ns in the automobile scct- T},
tho probability of protected domestic firms acquiring o monopolistic

position cannot be considorod low.

In cither casce, it therofors scams that foreign oxchengc
outflow will continuc, indigonous tochnology will grow only slowly
and nonopolistic positions will bo established, The antagonisi.
in this battle arc not recally MRTPC and Phillips on onc sido and
the public scctor concorns on the other, The issues are iarger
and reclate to npprbprintc mcthods of indigenoue technology dove=-
lopacnt, which mey bu o casualty in cither coso. Theso larger
aspects reoquire deotailed atudy. U« snall refer to onc issue in

our concluding ronarks,

ithile from the national viewpoint the position is ambiguous,

from KELTRON'o point of view the situation is c¢loaror. KELTRON
importcd a technology and absorbed it with rcasonable succoss.
Howover, in this procoss it did not rcuceive the Aesired fincneinl
assistance from IDBI which was not convincod of tho financial
viability of KELTRON' s overall oporations. The poaition'now is
that oven tho Ssuccoess in tochnology absorbtion is likely to have
little valuu sinco a technology on its way out was imported and

tho latest tochnology is being allowed ir¢o the country,

II Vidgo Casette Rocorders gnd Colour TV Monitors

KELTRON's agpplication for a licorce for the production of

video cossotte recorders (VCRs) also 3ufferod a tortusus fate. Tic
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first wpplication was made in June 1975 and s of now no licence
has been issucd. Meanwhile betwoen 1930 and 1982, 68 parties

havo beon liccncad to produce VCRa,

This case shows tho ~rbitearinoss of the 1icenqing procedurg
as woll as of th. stande tczken up by the Department of Electronics
(DOE). 1In 1975-76 thc DOE took the viow that VORBs worc a low
prioriti iteon with high import content and negligible indigenous
technology development. While this view of the DOE ney be question-
od (as indood, KELTRON did), it at lcast has the morit of taking
into account scrious long; term n:=tional cornsiderationsa such os
product choice and foreiga exchange cornuvtraint, These considera-~
tions scem to have bocn given up in the 1980s for no woll explained
reasoms, VCR3 arc no* longoer low priority giods and their import

implications are no longer soerious.

There is arbitrariness not osnly in the change in attitude
to tho production of VCRs but also in the dcciosion on tho allotnent
of liccnces. In 1975~76 the DOE was »f tho viow that thore was
no indigersus capacity Cor the hoad and precision tooling md that
this wes on important reason for not allowing local productior,
Kovwovor, in tho 1980s licencos hava becn issuad t) sevueral snoell
.acalo units that have no R & D cnd which nay never acquire the
advanced VCR manufacturing tochnalogy. Indocd mony firms are likely
t> closc down aftor making a fast buck through assenbling ioported

'kits', On tho »the¢r hand, firms with a rolatively superior
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tochnological baso, such as XELTRON have heon kept out, (That
1s not to say, ofcourse, that KELTRON has tho capability or

nanuf acturing this oxtromely advanced technology prbduct.)

From tho print' of view of tho firm, a liberal policy
(allowing domestic manufacture of a now ppoduct) in tandon with a-
rootrictive stanco (disallowing o licence to produce that product)

has lod to a waste of rosources (administretive in this caso).
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Concludinz Ronnrks

Tho above discussion throws up somc issues for more goncrnl

considoration:

1) KELTRON hos had to adopt significantly difforent posturcs
in.its doulingos with IDBL and MRTPC. T¢ ID3I, KZ2LTRON omphasisac
(1) a large market with fowsuppliers ond (ii) its oxcollent
foreign collabsration and import »f vitcl sycteme first in a fully
assonbled and thon in a soni mackod Cowvrn condition., To MRTEC,
the omphesis was on (i) the already hirhly compotitive maricet onl
(11) indigonous R & D and p -tentinl for s0lf soliance. Thnso
difforgnt posturcs arc sHnly n reflectioim »1 tho disharmonies is
the igstitutianal environacnt within which the corpornte seect v
worke. Such an environmont ‘18 tic offcct of diffusing corporate
g>4als or croating genuine dilennar in corporato.)pcrations. In
the long run this con rostrict corporato growth,

2) A conflict i3 often posed between igreator controls end graster
liburulisntion; This can sometigees bo a false c'onflict divortias
attention from a larger set of issuce. 3oth controls ond libera~
lisation nust be soen in a langorrtorm rlanning perapectivae. [hic
is spocially important in tho ce3o of toéﬁnology developmonit. Yo
pointod out that noither the keopins sut of Phillips nor its

catry would onsure irdigenous tochnolagy duvelopment. As cuck,
an oxplicit long term stratesy on technblagy i3 & preraquisziiu t-

any discussion >n cuntrols ¢r liberclisati.n,
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In this conncction it should bo pointod out that "Sinco itu
incoption, tho Dopartment of Electronics has laid groat orphasis
on tho dceccontralisod dovelopmont of the cloctromics industry in
difforogt rogions of thoe country in e plonned, equitable anmd
systomatic manner" (DOE, 1978). Tho najor orgmnisational move
in this diroctidn has been the setting up of state 1c§ol pronotional
agencics in tho form of Eloctronics Development Corporations.
quorcl such corporations have come up in n~ ncmber of states (XIL7LON
being onc of thom). This docontralisation has booen pursued with
tho undoerstanding that eloctronics is a labour intcnsivo industry
and can be useful in expanding cmployment opportumities. 'hile
that i8 truo for certain gectors of the industry, it is apparcently
not truc for othor socton!(sco Ernat, 1981, pp 106-109 for shor;l,
rising capital costs for making seaiconductors), The control systens
oxanple indicated the noed for largc toéhnolagical and merkctin:;
resourcos. In tho prosont context, if tho Sscvoral electronics
units tokc up the manufacturing of control systoms thoro is
likely to bo considerable woste. DEach unit would have to go in
for o foroign collaboration and if the units remcin of a sub-
S5ptinun size the import of technolozy ncy bocome a continuous
affair as tochnology abroad improves. Therc is therofore nocd
for soloctivo centralisetion either through common technslogy
dovolopment and narkoting institutions ond prograne oxr throunh
greater pudblic soctor gonopoly in the production of criticel

componegnts and systoms,
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3) Tho docision tn alluw production of VCRs omd the felt noeed
Within a "deovelopment" orsanisation like KELTRON to nonuf acture
thon also raiscs larnser questions of Zdevelspment priorities,

It is 083iblo that from the boint of vicew of an indivllual
corporation, like KELTROH, production of VCR3 makes sens8e hocauso
of its financial attractiveness. But from the point »f view nf
the oconomy procious foroign cxchenge (since the import contont
is very high) ond laical resources may be wasted. Morcover, as
James ond Stowart (1982, p. 251) have »ointed oHut, advanced
country, high dncome .roducts (such as VCRs) "are likely to havo

incgalitarian effect when introsduced to poor countries".
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