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I.  LYTRODUCTION

1. The Third Ceneral Conference of UNIDO is scheduled to oe held
from 21 Januarv to 3 Februarr, 1930, in New Delhi, India. The General
Assemblr recuested the Industrial Devrelanment Boari ~f UNIDO o act

as an inter~orermmental oremarator— ~ommittee far the Jonfarence. At
its HEleventh Session, the Board, in connexion with the initial
discussions on the orovisional agenda, invited the Regional Commissions
and the forthcoming regional meetings to make suggestions, which would

be taken into account bv the Board in its further discussions at its |

. Twalfth Session.

II. FOURTH CONFERENCE OF AFRICAN MINISTERS OF INDUSTRY

2. Accordingly, the Fourth Conference of African Ministers of Industry,
held in Kaduna, Nigeria from 22 - 25 November, 1977, agrsed that the African
regional preparations for the third session of the General Conference of
URIDO would be finalized at its own fif'th session. It further noted that the
Follow-up Committee on Industrialization in Africa would, at its fifth
meeting, make recommendations on the preparations for the Third Ceneral
Conference of UNIDO for submission to the Conference at its fifth session
during the second quarter of 1979.

3, Recalling, inter alia, resolution 319 (XIII) of the Fourth Conferenc=

of Ministers of the Econcmic Commission for Africa, assimning to the fourth
and fifth Conference of African Ministers of Industr- the task of defining

the common African nosition for the Third General Conference of UNIDO, the
Pourth Conference of African Ministers of Industrr adornted a resoluticn
concerning the prevarations for the Third Ceneral Conference of UNIDO
(resolution 7 (IV). The Conference of African Ministers of Industry recc nmenced
in this resolution that™INIDO, OCAU and ECA consider and convey to member

States sumzestions for a common African vositinn for the Third Ceneral

Conference of UNIDO and that thev arrange effective consultations with
African experts in oreparing these suggestions, which should be formulated on
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the basis of, inter alia, the following guidelines:

(g) Elaborate specific proposals for strengthening the
bargaining position of African countries on the
greater domestic processing of African industrial
raw materials;

(E) Submit further provosals for strengthening the ongoing
srstem of international industrial consultations including
the modalities and links of such consultations to
consultations at the regional level in the light of
Resolution 5 (IV) adooted by the Fourth Conference of
African Ministers of Industrv;

(3) Elaborate methods and approaches for mobilizing financial
resources for industrv commensurate with the size of
industrialization envisaged bv the Lima target for
Africa;

(4) Outline provosals for effective training orogrammes and
orojects to develop the industrial manpower needed for
future industrialization in the continent;

(3) Formulate practical methods and arrangements for nromoting
and developing intra-African co—overation in the field of
industry including the African multinational enterprise
approach adopted by the Second Conference of African
Ministers of Industry;

(f) Propose viable methods and frameworks for strengthening
international co—operation at the enterprise level as well
as on a Government-to-Government basis, and redenlorment
programmes ;

(_g) Develop new and innovative orogrammes of assistarce and
means nf mobilizing resources for the LDCs commensurate with
the needs of these countries having in mind that the majorit: of
them are in Africa;

(p_) Further review frameworks for international co-overation and

especially co-operation among developing countries in the
choice, acquisition and development of industrial technoloey
in line with Resolution 6 (IV) adopted by the Fourth Conference
of African Ministers of Industry.”

4. The Fourth Conference of African Ministers of Industr entrusted

A, NAY and INIDO with the task of suhmittin~ the rernrt 0f the African
éxperts referred to in orevious varagraph to the Follow-up Committee on
Industrialization in Africa at its fifth meeting (held in Addis Ababa from
'8 - 10 Noveaber, 1978), and decided that the fifth session of the Conference
should be convened in Kampala during the second quarter of 1979 for the

purpose, inter alia, of finalizing a common African position for the Third
General Conference of UNIDO. ) ) - G e
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III. RSCIONAL STMPOSTUM Oif INDUSTRIAL POLICIES AD STRATEGINS
POR LPERNALLY SELF—SUSTALIING DEVZLOPIENT AND DI/ERSIFICATION
3.0 COLLECTIVE SELF—RELIANCE DURIING THa . =RICD 1378-20C0

Se The Fourth Conference off.frian Ministers of Industry agreed

to holding a regional Symposium for Africa, to be preceded by national
worikshops whose reports and conclusions would be some of the inputs for

the Symposium. The Symposium is to be held in Nairobi, Kenya im April 1979.
The Fifth Meeting of the Follow-up Committee on Industrialization in Africs
noted with satisfaction the steps taken for the preparations of the Third
General Conference of UNIDO and emphasized the Symposium as an important
forum for making additional pfeparatory work for the Conference,

6. In this connexion, the Symposium would offer opportunity for
discussions leading to such recommendations to the Fifth Conference

of African Ninisters of Indust:y as would facilitate preparations for

the Third General Conference of UNIDO as well as enable African countries
to identify their mutual interests and adopt a common approach and
position. No dbubt, such conclusions and recommendations of the Symposium,
as would be adopted by the Fifth Conference of African Ministers of
Industry, would constitute a major contribution of inputs to the
preparations for the Third General Confersnos of UNIDO.

IV. MAIN AREAS FOR THE THIRD GENERAL CONFERENCE OF UNIDO

! 7. On 15 Decamber 1978 the Gereral Assembly aonroved the provisional agenda

for the Third General Conference,y the text of which is appended hereto as Annex I.

1/ General Assembly resolution 3/17.
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8. As indicated in the provisional agenda the deliberations

at the Conference are envisaged to oover three broad areas: firstly,
review and appraisal of the world industrial situation with speoific
reference to thQ industrialization of the developing oocuntries, secondly,
the strategy for further industrialization in the 1980s and thirdly,

a review of institutional arrangements in that oontext.

a) Review and appraisal of world industrial situation,

with speoific reference to the industrialization
of the develoving countries

9. In order to provide a broad basis for the review and appraisal

of the world industrial situation and the industrialization of the
developing countries a special issue of the Industrial Develovment Survey
is being prepared by the UNIDO Seoretariat. The Survey will contain a
review of conditions in the fna,jor fields related to industrial development:
production, trade, employment, technology and finance. After an examination
of the economic structure of industrialization in recent years, an evaluation
will be made of the developing countries' progress, compared with the long-
term projections of the Lima declaration. It will also present an analysis
of special issues, e.g., the local processing of natural resources, the
contribution of industry to the traditional sectors (small-scale producers,
rural areas), the financial requirements of industrialization, and the
public sector and industrial development. A note giving further details
regarding the Survey is appended as Annex II. In preparing the Survey the
Secretariat is, to considerable extent, drawing on information derived from

regional sources suoh as the sconomic commissions.

104 In the review and appraisal, the progress aohisved in
implementing the Lima Declaration and Plan of Aotion will be subject

to epeoific attentions The qualitative am well as quantitative

impact of the efforts towards a fulfilment of the Lima goals and
targets will be assessed, major policies, problems and obetacles
affecting their implementation will be looked at and steps take. or
proposed in that oontext reviewed and appraised. In oomplianoe with

a reeolution of the Industrial Development Board i the UNIDO Seoretariat

1/ m/s/RES/45 (IX).




has requested from Governments and internmational organizations

concerned information on the action taken and progress achieved

towards implementing the Lima Declaration and Plan of Action. The
dooumentation to be presented to the Third General Conference in this
particular context will be largely based upon the results of this
monitoring exercise and will take the form of an analytical report on
the over-all progress made and main obstacles faced by the intermational
comunity in respect of the major issues relative to the achievement

of goals and targets of the Lima Declaration and Plan of Action. A
note giv.ins further details regarding the monitoring of progress
towards implementation of the Lims Declaration and Plan of Action is
appended as Annex ITI.

(v) Stret
of the development oprocess in

11. The Conference will be sxpected to give consideration to appropriate
industrialization policies and strategies aimed at achieving the Lima target.
One of the basic documents of ihe Conference in this connexion will be the
joint study on international industrial co-operation called for by the General
Assembly at its seventh special session. The study will cover the economic,
financial, legal and technological aspects of international industrial
co-operation within the context of the Lima Declaration and Plan of Action
and the New International Economic Order. In this study, it is hoped to
propose measures to be negotiated and agreed upon in suitable international
fora. A note giving further details regarding the joint study is appended as
Annex IV,




12, Within the broad objectives set ocut in the Lima Declaration and

Plan of Action and in General Asscmbly resolution 3362 (S=VII) relating

to the redistribution of world industrial production by increasing

the share of developing oountries, the UNIDO system of oonsultations

was established with the aim at identifying concrete measures needed to

be undertaken by developed and developing countries to expand existing

and establish new industrial facilities in the developing countries. The
Tesults and prospects of the system of oonsultations will be reviewed at the
Third Ceneral Conference. feneral support has been expressed by the

Industrial Development Board for the system as a useful means for promoting
direct dialogues between industrial enterprises and the developing countries

as well as co-operation at different levels of development and beiween countries
with different economic systems,

13. The consultations held so far have demonstrated the usefulness of

the system in providing a global approach to the problems of specific
sectors. At its fifth meeting held in Addis Ababa from 8 - 10 November 1978,
the Follow-up Committee on Industrialization in Africa expressed support for
the oonsultations system of UNIDO in various sectors, The committase recommended
to UNIDO the desirability of organizing preparatory and follow-up activities
in Africa at the subregional level. The Industrial Development Board has
requested the UNIDO Secretariat to prepare an analytical report on the
experiences gained so far with the system of consultations, for consideration
by the Board at its thirteenth session, 24 April - 4 May 1979. This report

is also expectéd to be presented at the Third General Conference. Some of

the countries in the ECA region have participated in the sectoral consultations
hitherto held.,

14, Specific attemtion at the Third Gensral Conference is to be given to
redeployment of industries as a form of intermational co-operation aimed at
establishing productive capacities in the developing countries.




International co~operation in the field of transfer and develonment

of industrial technologies with a view to inoreasing the technological
capabilities of the developing countriee is also foreseen as an important
topio for the Third General Conference. A central theme of the UNIDO
co-cperative programme of action on appropriate industrial technology is

the ohoice of technology in the context of integrating appropriate

industrial technology into an over-sall industrial development strategy.

This matter was subject of deliberations at the highest level at the
International Forum on Appropriate Industrial Technclogy held in

India 20 = 30 November 1978. .

15. As direct follow=up of the Lima Declaration and Plan of Action.

an Industrial and Technological Information Bank (INTIB) has been

created at UNIDO, with a view to promoting a grester flow of information,

thus permitting the proper selection of technologies. It has been set

up as a pilot operation for a period of 18 months from mid=1977, after

which its experience will be evaluated. A Begional Centre for Development,
Adaptation and Transfer of Technology in Africa was established. It will provide an
opportunity for concerted actiom in the ECA region in this field. Special attention
at the 'I‘hiid Ge;iez-'a.i— (ionfemnce will also be given to industrial co-overation
among developing countries and to improved mechanisms for industrial co-
operation to promote the flow of an integrated technical and financial o
T " Tassistance to Ee‘}el[:pir{gﬁ c.ountriésA,Mz;;luding ;eg:'-.ona.l éd-opemtion and special

measures for the least developed, land-locked and island countries.

c) Ipstitutional arrangements

16. The Third General Conference is ‘expected to review the effectiveness

of coordination and follow up on matiers in the field ¢f industrial
development and cooperation covered by other organizations within the
United Nations system. The olose collaboration existing between UNIDO and
the regional eoconomic commissions, in particular through the joint industry
divisions, is noted with satisfaction in this context.
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17. The Third General Conference will also examine the institutional
arrangements for UNIDO, with reference to the long-range sirategy

for UNIDO to meet the challenge of industrialization in the 1980s

and beyond. The United Nations General Assembly Resolution No. 33/161
of 20 December 1978, approved a recommendation that a conference of
plenipotentirries be held in Vienna during the period 19 March to

12 April 1979, for the purpose of adopting a constitution for UNIDO

as a specialized agency.

III. PREPARATIONS AT THE REGIONAL LEVEL FOR
THIRD GCENERAL CONFERENCE OF UNIDO

18. At the twelfth session of the Industrial Development Board
general support was expressed for active preparatory work for

the Third General Conference at the regional level. Past experience
had shown, it was stated, that regional preparatory work by the
developing countries was an all-important faotor in ensuring eucoess,
and the suggestion made that UNIDO provide all possible support to such
preparatory activitias.

19. It may be noted that, outside the ECA region, other industrial
oonferences at the regional level, which are expected to oonsider
Tegional positions on the major questions to be considered by the
Third General Gonference, are echeduled to be held, at the middle
or later part of 1979, namely: The Fifth Industrial Development
Conferenoe for Arsb States; The Latin American Conference on Industrialization
and the ESCAP Regional Preparatory Meeting for the Third General Conference

of UNIDO.

_—
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4.

ANNEX I

PROVISIONAL AGENDA FCR THE
THIRD GENERAL CONFERENCE CF UNIDO

Opsning of the Conference
Organization of the Confersence

(a) Election of the President

(b) Adoption of the agenda

(¢) Adoption of the rules of procedure

(4) Election of officers other than the President
(e) Organization of committees

() Credentials of represemtatives to the Conference

General debate (statements by heads of delegations)

Review and appraisal of the world industrial situatiom, with specific
refersnce to the industrialization of the developing countries

(n.) Review of progress in the implementation of the Lima Daclara.t ion
and Plan of Action on Industrial Development and Co-operation

(b) Review and appraisal of major pilicies, problems and obstacles
affecting the implementation of the Lima Declaraticn and Plan
of Action, and steps taken and proposed to resolve them

Strategy for further industrialization as an essential element of
the development process in the 1380e and beyond

( 3) Adoption of appropriate industriaiization policies and strategiee
aimyd at achieving the Lima target

(b) Reccomendations for policies, procedures and frameworks ic foster,
develop and strengthen

(1) Domestic industrial processing of natural resources
(i1) Industrial skills

(1i1) Internmational co-operation in the field of transfer and
dovelopment of industrial technologiee with a view to
increasing the technological capabilities of the develop-
ing countries

(iv) Improved mechanisme for industrial co=-operation to promote
the flow of integrated technical and financial assistance
to developing countries, including regional co-operation
and special measures for the least developed, land-locked
and island countries

(3) Industrial co-operation among developing countries, recommendatione
of policies, procedures and strategies
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(2) Redeployment of industries from developed to developing
countries

(e) The system of consultations

(_t_') Creation of appropriate industrial structures in developing
countries, with a view to accelerating their economic growth
and increasing their share in world industrial production in
order fully to realize their economic potential within their
nationsl interests, in accordance with the Lima Declaration
and Plan of Action and the seventh special session of the
General Assembly

(3) Role of foreign investment, including that channelled through
transnational corporations, in promoting industrial growth
in accordance with national objectives of e¢<onomic and
social development and regulations and other conditions
applicable to such investiment

6. Institutional arrangements

(3) Review of the effectiveness of co-ordination and follow-up
on matters ooncerning industrial production, international
industrial co-operation and related issues covered by other
organizations within the United Nations

Q) Review of the effectivensss of the instiiutional arrangements
for UNIDO, with reference to the long-range stirategy for UNIDO,
to meet the challenge of industrialization in the 1980s and

beyond
T. Conclusions and recommendations
8. Moption of the report of the Conference

9. Closure of the Conference
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ANNEX II

SPECIAL ISSUR QF THE INDUSTRIAL DEVELOPMENT SURVEY
4 synopsis

1. This aynopsis is intended to provide a guunl aver-view of the subject matter of, and
lines of investigation purmsued in, the special issus of the al Develo t ,
which is scheduled for publication in the summer of 19T79. Work is still in progress on several
of the subjects discussed below; while, therefare, the general lines o? ressaning reflect ths
treatment of subjects, subsequent work will result in further refinememts and inslusion of the
most recent data.

2. Industrialization ocutirmues to be & dynamio force comtributing to growth in the developing
countries and to the growing network of economio imterrelstionships at the global level. In
fact, the phsnomenon of economic imterdspendsnce - a trend which increasingly binds the
sconomies of the deweloping commtries with each other and with those of the developed countries -
is largely a consequance of industrial growth. Industrialization proepects, and in particular
schisvement of the Lims target, are dependent upon an ever-widening set of complex relation~—
ships. Prominent examplca axe: the transfer of technologies from the developed to the
developing countries; the flow of natursl resources; capital flows. and large-scale foreigm
investwments; intermational labour aigration; and intermational trade in semi-mamfactures

and manufactures. '

3. Industrial progress in the dsveloping countries is heavily depesndemt upcn the bebaviour

of these links which lie at the heart of the modarn interdependemt world. 'While trade—oriented
soonomies may be especially vulnerable to the viciseitudes of wcrld macket conditions and trade
policies, the industrial sectors of the developing countries are susceptible to sudden changes
that are transmitted through the network of intermational links. The economies of the develop-
ing countries lack the rescurces and skills as well as the size and breadth of markets to
adjust to many of these changes indspendently. The need Zor co—operztion among developing
oou::triu‘, as. well as betwemn developing and developed countriee, as called for in the Lima
Declarstion and Plan of lotion, has been increasingly recognized, and the required mechanisms
set in motion, in order to ensure multilateral action on several frunmta.

4. The Lina target is based on the global distritution of mamufacturing value added (see
table 1 below). During the period 1960 to 1968, the developing countries' share of world
prodnction underwent little change, remaining st a levsl of about 7 per cent. Since that
time, however, steady guins have been recorded although the group’s share of world productibm
still remains below 9 per cemt. The world recession since 1974 has affected aanufacturing
growth in the developed market eccnomies more sericusly than in the developing ocountries.
Recent growth in the cextrally plarmed asconomies has shown only minor fluctuations and, in
general, has been relatively stable.

S¢ In general terms, manufacturing growth amang the developing countries has been more
pronounced for the group of countries at the intermediate level of per capita income (3521 -
$1,075), which accounts for 17.3 per cent of the population of the developing countries. Growth
has also been substantial for the small number of high—income countries (over 32,000 per capita
income), which acceunt for 1.4 per csnt of the pepulation of developing couutries. Batee of
growth are lowest in the poorer countrise (per capita income of less than $265) where over

* Thig is also ammex I of ID/B/C.3/71 reproduced here verbatim.




half the population of the devmloping countries is %o be found. Over 70 per cent of the
manufacturing growth that has taken place in the developing countries since 1966 is attributable
to only 10 countries. Thus, in a majority of developing oountries - and for a majority of the
population in this economic group - industrial growth has been just sufficient to enable them
to maintain their share in world industrial production at the same level.

Annex Table 1. Share of developing countries in world
total of value added in ths .inufacturing

gsector, 1960-1975
Toar Per oent Tear Ber cent

1960 6.9 6.9
1961 T.1 7.0
1962 T.1 1970 7.3
1963 6.9 1971 ' 1.6
1964 7.0 1972 1.7
1965 6.9 1973 7.9
1966 6.8 1974 8.2
1967 6.8 1975 8.6

Source: UMIDO. tased on data communicated by the United Nations Statistical Office.

Notet Based on mid-year figures for 1977, the share of the developing countries may
be eatimated at 9.0 per cemt. .

6. Gensral characteristics, such as the eize of the domestic market, the level of resource
endowment and a country's policy oriemtation, influence the pattern and pace of industrial
growth. These characteristics are analyzed in the Survey in a discussiaon of recent growth
experiences in developing and developed countries. Typically, manufactures' share in total
income rises it an accelerating pace until an intermediate level of development is attained;
beyond that point the manufacturing sector continues to grow, but at a slower rate. These
factors all affect a country'e growth path in different ways.

7. A detailed statistical analysis carried out in the Survey provides the basis for several
scenarios of industrial growth to the year 2000. The results are not intended to be projec-

tions, but are indications of poseible directians of change with specific assumptions about

future growth. The pressing need for the future growth of the developing countriee to depart
from historical patterns is evident. Puture growth rates in those countries, in relation to
those of the developed countries, are considered, along with some of their implications for
mttel:nl of trade, the composition of industrial production, and investment requirements.

8. The manufacturing seotor is composed of many heterogeneous branches. Barriers to develop~
ment and the signifioanoe of the various forms of interdependence vary widely from ons branch
to another. Anslyses conducted at the branch and commodity levels help to clarify some of the
diatinguishing oharacteristics of different segmente of the manufacturing sector. The struo-
ture of industry at the branch level is relatively homogeneous among the developed market
economies, btut differs greatly among the developing oountries.

9. Existing patterns of specialization at the branch level may be expected to change
substantially as industrialization comtinues. Currently, the developing countries' special-
ization in various industrial brenches is closely identified with resource endowment uxd/or

agricultural slopment. Among the developed countries, there is an apparent tendency to
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specialize in specific products within a given branch (euch as chemicals or agricultural
mschinery). There ie nc evidence of a similar trend amang the developing countries. in
analysis of growth patterns at the branch level provides an indioati-.a of short-run prospecta
for industries in the developing cocuntries.

10. A review of the priority sectors idemtified in the Lima Declaration and Plan of iction
and of sectoral studies and ocmsultations undertaken, indicates the interrelaticuship between
growth jrospects in developed and developing countries. Ixmmples are world~wide limitatioms
oz availshle raw msterial supplies in the case of scme producte, differemtial rates of growth
ix finsl demand in the two sconomic groups, trends towards impert replacement of warious
producte, and changing production tecimologice. N

11. Ths resulte eerve as a rough guide in determining which branchee are most influsntial ixn
the growth process at a given level of development. Suppleaentary informstion on commodity
balances and apparent ocnsumption of Specifis commodities sheds further light on the amsnuner in
which rescurce endowment and production tecimologies influence growth and a country's
dependence upol exporte of importe.

12.. The significance of intematicnal ¢trade for industrial development varies widsly from
comtry to country and from cme industrial branch to ancther. The extemt to which developing
countries bave become intqutod. in the world trading network has increased grestly during the
1970s. A mumber of developing countries now figure increasingly as suppliers of mamnfactured
goods and as sarkets for the manufactured exports of the developed cruntries. However, the
share of the developing couxtries as a whole in the domestic markets of the dsveloped coumtries
is foumd to be quite small for most products, a fact which should be taken into accowmt in
ocnnection with arguments for further protection of domestic industry in the latter courtries
(see Table 2 below). '

g 2 of manuf s in total expcrte
for eelected years economic

At Namufactures as per cent of total trade

By Mamufactures as per oent of total trade excluding SITC ), mineral fusls and
related materials

1960 1965 1970 1972~ 1974 1975 1976

World 54.9 59.1 64.8 £5.6 5T.7 59.6 9.3

61.1 £5.4 T1.4 173.0 72.8 74.0 T4.4

67.5 70.2 9.4 759 T4.7 75.2 75.2
T0.3 127 8.1 78.6 78.5 7.2 9.7

8.8 631 61.8 64.4 8.5 8.6 57.5
67.2 71.2 8.4 T1.5 8.5 70.3 66.7

14.0Q 17.5 23.8 4.1 16.8 17.3 18.5
19.5 5.4 15.1 8.7 42.4 42.6 45.1

Developed maricet
sconomies

Cextrally pimd.
somomies

Developing ecanomies

W W e W

et UNIDO, based onr data supplied bty the United Nations Statistical Office and taken from

the 1975 Qﬁo Yearbook and Monthly Bulletin of Statistics March 1966, March 1370,
and June 1978.
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13. Other salient features in the field of manufactured trade includs the growing importance
of the capital goods exports of the developing countries. Although still a minor proportion
of the group's total manufaciured exports, the share of capital goods exports hae risen
considerably and reflects the gains recorded by a small number of developing countriee.
Another noteworthy fsature is the contribution manufactures make to ths current account
balance of many developing countries. This contribution is substantial for a large numoer of
developing countries, and not only the major sxporters, Finally, when production and trade
patterns are examined by end-use of products (consumer goods, intermediate goods and capital
goods), the close relationship between production and trade becomes clsar. Ths traditional
pattern of the developing countries' dependence on primary (or natural resource-based) exports,
along with the import of capital goods, is however etill evident in most instances. Ths
significance of these and other findings is analyzed for ite industrial implications.

14, In the preparations of the Survey, a separate exercise was devoted to an evaluation of
the developing countriea’ performance in manufactured exports. Ssveral conclusions smerge

from this evaluation. First, as regards tha composition of the developing oountries'’ manufac-
tured exports, thie is dominated by products for which growth Jin world demand has been
relatively slow. 3scondly, as regards markets, thsse have gensrally been dynamic ones.
Finally, the revealed competitiveness of the developing countries has improved over time. The
magnitude of each of thess effects has been estimated., In general, the moet important features
are the negative impact of the composition of the developing coumtries’ exports and the

positive contrivution of increased competitiveness.

15. A key elament in ths process of industrial development is the extent to which the
developing countries can efficiently increase the dagree of industrial processing of goods
prior to export. In recent years, approximately 53 psr cent of the total exports of the
dsveloping countriss have either been unprocessed or required subsequent proceaaing.a' A
comparable figure for developed mariet economies in the same period is 27.6 per cent. Various
prooessing chains (specific stages of transformatior from raw material to intermediate product)
ars identified and activities in the developing and the developsd countries compared. Partic-
ular attention is paid to the proceesing pattern for minerals at the mining, refining and
fabrication stages. The results reveal some progreee on the part of the dsveloping countries
in extending the degree of domestic processing, although there is a vast difference in compar-
ison with the developed countries. Explanations for this difference vary widely, involving
technological issues, structure of the particular industry, questions of horizontal and
vertical intsgration, demand characteristics, the coste of factors of production and market

acceas.

16. Bmploymsnt and social iesues in the industrialization process are coneidered in conjunction
with manpower resources and technology. The developing countriee' share of world employment

in manufacturing ie now approaching 33 per cent, although their levels of labour productivity
are considerably below those achieved in the developed countries. The bulk of industrial
employment in developing countries ie satisfisd by light manufacturing. Though rates of

growth ( for output and employmant) are decidsdly higher in heavy manufacturing, theee oranches
have achieved only a limited share in total manufacturing in moet developing countriee. The

E/ The figure refere to 73 developing countries based on a definition of proceesin? stages
at the 4 and 5-digit level of the SITC. All exports (SITC O - 9) were includsd except
petroleum.
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practioal developmert of technologiee appropriate to the labour and capital endownments of tha
developing countries is thought to be a crucial step in the solution of the problems discussed
here. An analysia of specific, micro—economic situations is carried out in this connection.

17. The tradizicnal or informal arees of manufacturing play a significant part in the indus-
trialization of many developing countries. The development of modern large—scale industries
using imported tochnolén and equipment and mostly lecoated in urbsn concentrations may tend *to
leave substantial segmente of the populaticn of several developing cowmtries - particularly in
rural areas - out of the orbit of industrialization and modernizaticn. 3ince the middle and
late 19708, the industrial plans of many develcping oowntries have taken into account the need
for policies and progrmmes oriemted towards the development of the rural and urban poor in
these countries. The role of small-scale and cottage industriee and of more appropriate
tedhnologies in meeting the basic needs of the population and in - accelerating the industrial-
ization process is analyzed in the light of the development plans and. programmes. The
effactive role that appropriate industrialization programmes can play iz integrated rural

" development is also discussed, on the bmsis of the axperience of several countries.

18. The financial requiremente nscessary to sustain the pace of industrialization in developing
countries pose a key question for the future. Policies d.uunnd to stigmulate both domestic
and foreign investment will be required, as 1«1]. o8 measures to improve capital productivity
and rates of cspital utilization. A study of total investment in manufacturing for a large
ssmple of developing countries shows that approximately 20 per cent originates from foreign
scurces, the remainder from domestic scurces. Investment averaged about 18 per cemt of gross
domestio capital formation between 1967 and 1576 although in the latter year a decline couid
be noted relative to the share in immediately preceding years. Over the period 1360 to 1975
the debt-service ratio roee considerably, reflecting in part the growing importarnce of private
eources relative to public sources., The implications of theee broad trends, along with an
analysis of conditions at the country level are included in the Survey.

19. The importance of the public sector in industrial development varies widely from comtry
to country. This is because the precise role of the public industrial sector in a country is
olcsely related to the scoio-politico-economic context in which it functions. JYevertieleas,
the importance of the public industrial esctor in a number of developing countries is consider-
able when account is taken either of its quantitative contribution to such items as manufactur-
ing value added, employment and grose domestic product, or of ite role as an entrepreneur and
catalyst in the development of oertain priarity or key industrial activities. For the purpose
of the Survey, the publio industrial Sector is viewed as focusing on “hose snterprises predomi-
nantly owned and controlled by the State and producing msmufactured goods, as distinct from <ie
whole rsnge of public sector industrial policies and measuree. Because of scarcity of data,
the Survey dces not attempt to give a comprehensive and detailed picture of the public induatsial
sectcr, but attempts, rather, to provide an overview of the rationale and importance of the
sector, focusing on key issuee and problems which ariee in the establishment and effective
operstion of marufacturing enterprises.
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ANNEX III*

MONITORING THE PROGHESS MADE BY GOVERNMENTS AND INTERNATIUNAL
ORGANIZATIONS TOWARDS IMPLEMENTATION
OF THE LINA DECLARATION AND PLAN OF ACTION

A synopsis

1. By virtue of IDB resolution 45(IX), the Board aseumed responsibility for the review and
appraisal of progriss schieved in ths implementation of the Lima Declaration and Plan of Action.
In order to facil:.tate this monitoring, the Executive Director was asked to request periodically,
from Governments and ictemational organizations concernmed, information on the action taken and
the progress achieved in this respect. The reports, preparsd on the basis of responses received
from Governmente and international organizations, have constituted an eesential contribution
through whioh the Board has been able not only to obtain direct information on the views and
actions of the member countries, but also to provide appropriate guidance to the Secretariat.

2. The first round of the monitoring exercise was oarried out in 1976-1977 and results
presented to the Board at its eleventh and twelfth sessions (doouments ID/B/182 and Add.1 to 4).
A second round was launched in Nay 1§78, at which time Governments were requested to submit
replies by 30O November 1978. _In both rounds, specially designed questicnnaires were used in
order to ensure, as far as poesible, conformity and the requisite focus on the most pertinent
aspects, it being recognized that the Governments' replies to the qusstionnaires would form

the basis upon which the Secretariat could undertake a meaningful analysie of the progress
achieved towards the implementation of the Lima Declaration and Plan of Action. The co-operation
of other organizations within the United Nations system has also been eought in respect of those
elements of the Lima Declaration and Plan of Action that fall within their competence.

3. 43 in the initial exercies, the reeponses from Jovernments and international organizationa
Will be presented in the form of a compendium, further to which they will constitute the
fundamental inputs for the analytioal report which the Secretariat will prepare during the
tirst half of 1979, Statistical and factual information from other sources, such as the
Development Assistance Committee of the Organisation for Economic Co—operation and Development,
will also be used during the preparation of the analytical report.

4. In the questionnaires issued in connection with the first monitoring exercise, particular
attention was devoted to issuss ocnoerning plans, plan targete, strategiee and priorities. In
their replies, the developing countries olearly recognized the importance of planning as an
instrument for the eystematic allocatian of resources needed to attain sustained industrial
growth. The questionnaires used in the eeocond round have thus been 3o designed as to permit
analysis of the importance countries attach to the development of key industrial sectors and
to the role of the public eector in the expansion of industries. Particular attention is also
given to the external and internal factors affeoting the developing countriee’ progrese towards
achieving the goals and targete of the Lima Declaration and Plan of Actiom.

5 In the first round of the monitoring exercise, due recognition was paid to international
industrial co-operation as oonstituting an eesential input into the industrialization of the
developing ocountries. In the second round, partioular attention has been devoted to forms of
oo=operation designed to facilitate redeployment and the progreseive transfer of productive
capacities from developed to developing countriee, including industries that would further

# This is reproduced verbatim from ID/B/C.3/71.
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the pm-unc of rew saterials snd semi-ssmufactures in the deweloping oomtries. Spo'cinl-
saphesis has also besn givem to possibilities for insermationsal oco-operstica in those
industrial sectors covered by the conmmltasion meetings.

§. ‘The rednction of wssployment and a more equitable distribution of income in the
deweloping oo-nrtu\ are fmdamantal interrelsted scoisl objectives oomtained in the Lims
Dolaration and Plam of Action, and dus foous has cemtrTed thereupon in the second round of the
sonitoring exsrcise. Attemtion has also been drmm to the extemt to which the industrial
mretegies and projections are relsted to the wsilisstion and domestic processing of local
rew ssterials snd to measures talon in tais regard by both developed and dewveloping ocumtries.

7. 1BReplies to ths first inquiry comfirm thst oonsidsrable attemtion has besm paid to the
trensfer, sdapestion and developwent of technologies. In the secand rowmd of the monitoring
exaroise, sttentiom bas beem focused an the progrees schisved, in particular through imter-
aational co=—operstion, in developing sazpowsr resources and ressarch capabilities, as well as
in prometing tecimological informstion, adsptation and inmnovation.

8. ittemtion has also beem drmm to specifio aspects of intamational trads smd oo-operstiom,
such as seasures facilitsting the expamsion and diversificstiom of dewsloping ocuntries' experts
of smmufactures MMW, finmoial amd tecimical sssistance flowm, ud.tnho—
comonic o—wdi- mag developing ’o-tﬁn.
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*
ANNEX IV
NOTE ON THE JOINT STUDY ON INTERNATIONAL
’ INDUSTRIAL CO--OPERATION
Introduction

Te In compliance with the direetive of the seventh special session of the General Assembly,
and in consultation with other United Nations organizatione, UNIDO is engaged in preparing a
etudy (hereinafter referred to as the "Joint Study") of "methods and mechaniems for diversified
finanoial and teohnical co—operation which are geared to the epecial and changing requiremente
of international industrial co—ocperation, as well as of a general set of guidelines for bilateral
industrial co—operltion".lj It is expected that the Joint Study will emerge with a set of
practical and innovetive proposals for setting up new mechaniems for international co-operation
aimed at helping developing countries to fulfil their development objectives in line with the
New International Economic Order (NIEO) and the Lima Declaration and Flan of Action.g/ These
proposals will be presented, discussed and negotiated at the Third General Conference of UNIDO,
to be held at New Delhi in January/February 1980.

2. A progreas rcporty on work on the Joint Study up to October 1976 was submitted to the
GQeneral Assembly at its thirty-first session by the Executive Director of UNIDQ, covering, inter
alis, the deliberations of a meeting of Bminent Persons on International Industrial Co-operation
convened at Vienna in September 1976. Subsequently, in 1977, several atudies were commiesioned
on two related, dut partial, areas of concern in the Joint Study:
(a) The experience provided by intergovernmental framework agreements between countries
of the Eastern and Western blocs, and the potential usefulness of such framework

agreements in facilitating enterprise and cther forms of collaboration between
advanced and developing countries for industrialization pur, .ses;

(b) Procedures for solving differencee, including international arbitration mechanisms,
and the avoidance of disputes which emerge from the implementation of indusirial
co=operation contracts.

3. In 1978, the scope of the work was expanded to cover a much wider range of subjects of
international industrial co—operation, and a provisional list of issues for study was drawn up
by the Secrstariat. This list was discussed at a meeting of twelve Fminent Hconomists from
both developed and developing countriee, held at Vienna in July 1978 to advise the Executive
Director. The aim of the meeting was to test a proposed approach to the 3tudy, and to diecuss
and finalize the list of issues in the context of the aspirations of the developing countries
and likely ohanges in international economic conditioms.

4. Pollowing the completion of the preliminary draft of the Joint Study in the first half
of 1979, it is propoeed to disocuss the main findings at regional meetings of ministers of
industry soheduled to be held during 1979. Othsr intergovernmental fora, such as the confere
ences of the regional cemmiseions may also be used i3 test the attitudes of Governmente towards
the Joint Study's proposals. The findings of other world conferences on subjects of relevance
to international co-operation ard industrialization are being closely followed in order to
judge the climate of oo—operation, as well as to identify proposals that can be developed
further in the Joint Study. Of particular importance are the United Nations Conference on
Technioal Co~operation among Developing Countries, the United Nations Conference on Science
and Technology for Development and the fifth session of the United Nations Conference on Trade
and Development (UNCTAD). In addition to co-operating with other United Nations organizations
in the preparatory work for these conferences, inter—agency meetings are also scheduled for
1979 to diseuss the draf% propoeals of the Joint Study.

1/ General Assembly resolution 3362(S-V11), section IV, para.7,of 16 September 1975.
&/ /10112, chap.IV. :
3/ A/31/230 dated 8 October 1376.

* This is reproduced verbatim from ID/B/C.3/71/Add.2.



I. INTEESATIONAL FRAMEWOEX FOR THE STUDY
A. The New International Fconcmic Order

S« No iesue has been more cemtral to international dixmulimy in recent years as that
oncerning eccnomic relations between rich and poor countries. 3Gecognition has widely spread
that "the international system of economio and trade relations which was devieed 10 years ago
is now manifestly inadequate for the needs of the world commmity as a whole. The charge
against that order in the past wus that it worked well for the affluent and agminst the poor.
It oarmot now even be said that it works well for the a.tnmt."j/ Over the course of the nexs
decade, therefore, substantial sdoptation of instituticns and behaviour will be needed tc
respond. to the changed circumstancee of our timee.

6. Cartain elements of the relaticnship betwesn the developing and the developed aocuntriee
that the former find particularly irksome are:

(a) The division of +he world into exporters of primary products and exporters of
narmfactures;

(b) The sdverse factoral terms of trade for the producte of the developing countriee;

() The ane-eided dependence of the developing countriee on the developed for finance
and technology; .

(4) The dependence of most developing oomtries on the developed for their engine of

growth.

7. To overcome these built-in disabilities, the Third World is asking for a fundagertal
structural ochange — a new international economic order which will redrese pasf patterns of
kopeless dependency and provide real opportunities to ehare more equitably in global growth.

8. The NIED is-thus to be viewed as a dypamic concept and not simply as a static statement
of intemt. In this perspective, the Joint Study would seek to build on the foundations laid
during the present decade, which have as their cemtral objective the oreation of a setting in
which the pouibilitfu for individunal and collective self-reliance among the developing
comntries omn be increased, while placing the relations between industrialized and develaping
oountries an an equitables footing.

3. The Second Jeneral Conference of UNITO

9. The Lima Declaration and Plan of Action goes further in epecifying eome of the qualitative
changee that industrialization ehould undergo in the future. It stipulates the importance of
self-reliance and the ocncept of an integraied and multi-sectoral approach to industrial devele
opment. Emphasis is similarly placed on reform of the internmational aonetary systeam, the
regulation and supervision of transnatianal corporstions, and the strengthening of producer
asecoistions and other means of increasing the bargaining power of developing countriee. For
developing oduntries, the Lima Declaration and Plan of Action placee strese cn the socio-
eomomic objectives of industrialization, including the elimination of poverty and umemployment,
the integration of industry with other sectors, and the stimulation of indigenous capacitiee
for mobilizing finance, tschnology and training. The elimination of trade barriers, structural
sdjustment and redeployment of industry, as well as technical and financial resource transfers
to developing countries are amang the group of measures recommended for adoption by the indus—
trialized countries. Co-operstion among developing counirTies ie recommended, especially through

y Sixth and eeventh special seseicns of the General iseembly, 1974 and 1975; Second
General Conference of UNIIO, 1975; Conference cn International Economic Co-operstion, Parie, 1976,
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harmonization and co-ordination of policies, the sharing of information and experience, and
agreements on product specialization. Finally, in the area of co-operation zetween industrial-
ized and developing countries, particular importance is given to resource flows, industrial
restructuring and free trade in manufactures.

10. Achievement of the Lima target, namely that 25 per cent of total world industrial output
should be produced in the developing countries by the year 2000, would imply extremely heavy
demands on the supply of both internal and extermal investible resources. If the assumption is
made that future growth rates in the industrialized countries may be around i per cent per
annum, and that domestic savings rates in the developing countries cannot be increased signifi-
cantly above current levels, then in the year 2000 alone the required net flow of external
financial rescurces to the developing countries would have to be of the order of $400 billiong
(at constant 1972 prices), or some 10 times the magnitude actually acnieved in 1977. It is
unlikely that this could be reached without special efforts at reshaping international economic

relationships.,

11. At the internal level, morecver, reasonable assumptions suggest that attainment of the Lima
target, given existing structures, would require that investment for industry alone should reach
-more than one third of the Gross Domestic Product /CDP) of the developing countries (i.e. double
current proportions). Hence, a major implicatiom of the Lima target is that its fulfilment
would, under foresseable conditions, impose enormous strains bsth on relations between developing
and industrialized countries and on existing structures in the developing countries. It follows
trat progressive structural change is essential if the share of the developing countries in
industrial producticn is to be increased. An integral part of that change is the formulation
and implementatici of new modalities for intermational co-operation between developing and

industrialized comntries and among the developing countries themselves.

C. The international economic setting

12. The likely configuration of international economic structures, conditions and relations
over the next quarter century is vitally important for the elaboration of co-operation proposals
linked to the Lima *arget - if these are to gain acceptance by countries having diverse inter-
ests. Three major features are likely to characterize the internmational economic environment
up to the time the Third General Conference of UNIDO is held, namely:

(a) Centinuing and perhaps deepening world economic recession;

(b) Separation, for the first time in history, of national industrial and firancial
power, through the emergence of the '"rich-poor" capital surplus oil-producing
countries, thersby opening up prospects for entirely new strategiee for the
esconomic development of such countries, as well as of those countries that
collaborate with them;

(c) The coming of age of the "poor-rich" develcping countries which are at the fore-
front of the industrialization process and therefore already nave %the capability
of transferring most of the resnurces (except capital) needed oy %the l2ss deveioped
countries.
13. Since the engine of growth for the majority of the developing countries Jor the foresee-
able future, barring urgent restructuring, will continue to lie in the North, any comprehensive
plan for global industrial co—operation must, oy definition, hinge on economic conditions

prevailing in the industrial countries, At the Meeting of Hminent Economists in July 1973,

é/ For the purpose of this dccument one billion equals one %“housand million.



it vas morl.lly_folt thai the growth performsnce of the industrialized countriee might conmtinue
to be eluggish for eome time to come. Given the reduced cperstional surpluses and mounting
investaent needs arieing ocut of tecimologioal advances, it ie poseible thst capital transfers
from the North will fail to match the requiremente of a comprehensive plan for global industrial
co=operation needed to meet the Limm target. One deterrent to co-cperstion has already emerged,
in the form of the protectionist sentimente that are building up in the North. HExvlusive
reliance on the narkwte of the developed countries, therefore, should not be the ocnly stisulus
for the future expansion of industrial output in the developing countries.

14. The sbove cbservations, seen in the oontext of the propoesls advanced in the XNIED, and
subsequently developed at the Second Gemeral Canference of UNIDO and cther imternaticnal gather—
ings, stromgly suggest that in the ooming decade the developing countriee, as a matter of
neoeeeity, mey have to elaborste and implement programmes of South=Scuth co—eperatiom. Such
programmee would include the arsas of finance, direct foreign investment among developing coun—
tries themselves, technology supplies, and new forms of external trade. These iesuee all ocme
within the purview of the Joint Study, and are touched upon briefly in section III of the presemt
Note. At this stage, it has to be olearly recognized that what is st issue is a major ohange

of foocus regarding intermational economioc relstions. Demsnds for the NIEO have been formulated,
and contimme to be formulsted, precisely in-a-period whem, for the first time in more than a
quarter of a osxtury, the ;ndnttriauud oountries are deeply precccupied with their own sconomio
problems. Thus, the developing countries may even find it difficult to obtain such co-operxtion
a8 they may occnsider d:uirl.hlc in the light of their own dswvelopment objectives, simply because
the industrialized countries are no longer ready to offer such co-operstion. The proposals to
be advanced in the Joint Study will therefore take acoount of the poseible developments in the
intemational setting as a whole, and attempt to cover forms of co—opeTation suffioiently
flexible to meet sudden shifts in intermaticnal conditions.

IT. A DIPFERENTIATED ANALYSIS QP INTERNATIONAL INTUSTRIAL CO~OFERATICN

15« A study in gmeral tems of mechanisms of international industrial co~operation for all
Third World ocountriee would suffer from two deficiencieet first, the trestment of developing
countries &8 a homogenecus aggregate would ignore their enormous diversity in size, resocurce
andowments, existing industrial structures and patterms, and policy directions; and second,
the analysis of external co-operstion, undertaksn in abstraction from the national strategiee
ad procesees of industrializatiom, would give too little weight to crucial intermal factors
and oonstraints. In the Joint Study, therefore, an effort will be made partly to remedy these
basic deficiencies by locking at co—operstion mechanisms from two anglee: first, by omsider—
ing diffsrent co-operzticn requirements, forms and chanmele aseociated with broadly varying
stretegies of industrialization; and second, by maicing use of country case studies that are
representative of the range of situations found in the Third World.

16. DBrosd strategies of industrialization may be oharacterized as:

(a) Those criemted towards export markets and acceptance of the international divieiom
of labour, as determined by the cperation of free markete and free trade;

(b) Those festuring a plammed attempt, from a national perspective, to build up an
independent industrial structure with emphasis on capital guods production, though.
perhaps starting with a proocees of import substitution;
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(¢) Thoee which are essentially inward-looking, aimed at expanding the intermal market
for industrial products of mass consumption, meeting directly the needs and using
the capacitiea of population majoritiee.

17. A reeidual category reflects the situation of countries that have barely embarked on a
programme of industrialization and consequently have not yet formally opted for one of the
three alternatives lieted above. Although it is evident that these strategies are not mutually
exclusive, they nevertheless give an indication of what the major industrialization thrust of
a country may be at any given moment in time. Most countries and their development plans
exhibit some mixture of theee strategies or reflect a procees of transition from one to the
other. Moreover, various sub-eectors of industry in a given country may reflect different
strategies, leading to difference= in co-operation requirements, depending on the eector. At
a different level of aggregation, a country may designate certain sectors or sub-sectors io

be oriented towards export production or towards collaboration with foreign enterprises, and

others, for either social or strategic reasuns, towards independence from foreign sources.

18. The nature of external co-operation, including reliance on foreign sources of finance,
direct investment and technology, will be different in the case of each of the alternaiive
strategies, although some production areae may be more seneitive than others.

19. Within the framework of the Joint Study, two other studies are being undertaken with the
express purpose of exploring the international consequences and limits of a.l;emative indus-
trialization strategies. One aims at asseesing what would be the limits of absorption by the
marksts of the industrialized countries if a significant number of developing countries, inclu-
ding many of the larger ones, were to decide to produce industrial goods substartially for
export. Following a contrasting hypothesis, another study is assessing the scope for countries
to adopt industrial strategies oriented primarily towards internal markets and invelviag
"de-linking” from the international economic structure. Both studiee consider the kinds of
internaticnal co-operation that would be relevant in each situation, and the likelihood of

their being available to the countriee concerned.

20. Country caee studies of thoee countries following typical strategires are needed in order
to place the role of external co-operation for induetrialization in proper perspective. Given
the type and source of co-operation (contrasting co-operation with the North, the East and

with other developing countries cf the South), each study should aim to assess the extent to
wich external factors have contributed towards, or hampered, the national procees of industri-
alization and the objectivee of development, including self-reliance. The studies should help
to identify the major forms, channeis and mechanisms of international co-operation actually
used by the countriee, and provide some idea of the relative importance of differsnt areas of
co-cperation. An evaluation of their past strengths and weaknesses, as well as the highlighting
of possible modifications of new mechanisms to meet the changing needs of industrialization in
the future, will provide a checkliet against which to judge the compreheneiveness and merits

of the mechanisms being considered generally by the Joint Study.

21, 48 to the relative merits of co-operation from different sourcee, two types of studies .
are being undertaken: the first triee to draw leseons for the Third World from experience

gained in recent Zast-West industrial co-operation, including the use of intergovernmen:al

framework agreements for collaboration at the enterprise level. The second concerns the
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undcrlyin; precccupation of the Joint Study with collective self-reliance as the outcome of
oo~-operation among developing countries. In this respect, studiee are being conducted that map
out the extent of exieting co~operation among Third dorld countries, covering the special
features of such co-operation, the sectors ia which it is concentrated, and the countries
involved. Thie mapping should sllow proposals far South-South co—operation to be forzulated
with greater oonfidence than would have been possible even a decade ago, when the significamce

of such co-operation was largely hypothetical.

IIT. ISSUES AND FORNS (P CO-OPERATICN BEING STUDIED

22. The extarnal .oontribntian to the procees of Third World industrialization ie seen to
fall into four principal areas where flows take place between countriee: finance, direct
investment, technology anu trade. The sources of theee flows are grouped in the Joint Study
as the North (the developed market eccnomiee of North America, Westerz Europe, Japan and
Oceania), the East (the cantrally planned economies of Eastern Europe) and the South (all
developing countTiee). Pinancial flows imolude both conceseicnary and non-conceeeionary fumds,
comprising granta, loans and bonds. Dirsct investment flows are trestad separately, and are
concerned chiefly with the activities of the transmational corporations (™Cs). Technology
flowe are discussed under the term "acquisition” of technology rathsr than the more common
concept of "transfer™, in view of the fact that a commercial transsction is involved in mos%
cases. Trade issuse deal primarily with accees to external marksts for manufactured producte,
as well as redeployment of industriee from developed to developing countriee.

23. Although in the Joint ‘Study the issuss will be sorted intc these four areas, the analysis
is fully cognizant of the interdependence and overlap between the areas, recognizing that the
major actors om the stage of international co~-cperation, namely Governments, international
organizations and TNCe, invariably are active in all four areas simultanecusly.

i Piaancisl flows

:

24. Included in the ares of finance are threse groupe of issuse relating to conceseicnary
finsnoe, acceee o private capital markets, and finance directly aimed at stimulating trade

in msaufactures. In the Joint Study it is not proposed to review the entire liet of proposale
aimed at increasing official development aseietance (QDA), or to repeat the argument for link-
ing development aseistance with an increase in international monetary reserve creation. These
areas have been. given thorough study by other international organizations specialized iz finan-
cial matters, and continue to be considered in various fors. Consequently, the Joint Study
will look only at ‘s subset of ODA-related issues whers conceseionary financs is used to
catalyse far greater amounte of non-concessionary funds for industrialization purpoees, such
as in providing guaranteee, new forms of co-financing, and arrangements of a triangular nature.
ODA use in barter arrangements, and ODA in kind, wiil also be treated in the Joint Study.
Msasures tO increase the effective use of short-term and long-tsrm surplus funds, as well as
surplus capital goods capacity for Third World industrialization, are very much at the cextre
of the Study'e attention in thisz area.
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5. As far as access to capital markets is concerned, the focus of attention is on elabor-
ating proposals to ease terms of borrowing (i.e. period of maturity, fees and interest rates
for industrial investmert finance). This is partly in response to the general finding that
there has been a tremendous increase in the use of high-cost, offshore currency financing by
developing countries in the last four to five years. The middle-income and the fast-growing
developing countries are expected to be the major beneficiaries of proposals in this area.
Finally, the trade-~rslated financing area offers issues concerning: the feasibility of creating
banking and payments systems within the Third World catering specially to its needs and capa-
tdlities and bypassing established networks headquartered in the major Northern firancial
centers; the feasidbility of introducing - within the existing, and possibly a modified, world
trading and financing system - new inveetment mechanisms linked to trade in manufactures and
commodities, including specific types of proposals geared to expanded credits for developing
country exports; and the feasibility of barter-related investment finance arrangements between
groups of couniries where an active international mediatory role may be anvisaged.

B. Direct foreign investment

26. Ths impact of direct foreign investment on Third World industrialization is being studied’
in terms of devising acceptable ways of: first, inducing direct foreign investment at least
cost; second, regulating and controlling such investment in the interest of increasing its
linkage with domestic enterprises and entrepreneurship with a view to enhancing iis develop=-
nent impact and reta.ihing more of the benefits within the host country; and third, increasing
the capacity of developing countries to bargain with foreign enterprises, in order to obtain
improved terms and conditions.

27. In the first area, a review of schemes providing financial incentives (a.g. tax, tariff
and exchange-control concessions) and other non-monetary inducements may yield proposals that,
through regional or intermational co-cperative action, will reduce revenue losses. Measures
in the industrialized countries to encoursge local private entrepreneurs to invest in ds
developing countriee also form part of the review.

28. The close relationship between fiscal nmeasures and the wide-spread practice of transfer
pricing draws the study into the second area, involving the regluation and control of direct
foreign investiment. The impact of such investment on host economies remains a controversial
subject of debate. Within the context of its underlying concern with the relationship between
industrialization and development, the Joint Study will explore the potential for international
co-operation in fostering positive linkages between foreign corporations and domestic entre-
preneurs, with a8 view to influencing local industrial factors, including the degree of concen-
tration, technological choice, and local consumer tastes and preferencee - all of which are
among the many variables that determine the developmental impact of industrial investment. A
hitherto relatively unexplored subject being examined in the Study 1s the affect of the '

changing composition of foreign investors in developing countries, particular note being taken
of the growth of Third World multinational corporations and state—owned corporations.

29. Co-operative action, the third area of study, is 3een as crucial to the ability of
developing countries to negotiate successfully with foreign snterprises. Attempts are being
made to elaborate new mechanisms for direct foreign investment as well as for industrial

co-operation at the inter-enterprise and/or inter-state levels. These mechan:sms should allow
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.-t)_;—c. m;i*.oriu of foreign investment activity to the banefit of the host ecocnomiee, and Iy
increasing the leverage of these economies in & process of comtinuous bargsining, halp to
schie're greater equity in the esharing of benefits. The development of improved negotiating
ing+ ruments, as well as the elaboratiom of an intarnaticnal framework mors supportive to
™ird World enterprise negotiations, are among the prime objectives of the Joint 3Jtudy. A
particulariy fruitful topio would sppear to be the linicing of echemse that provide investment
protection with those granting adequate plant psrformance guarantees.

Ce Tgolog apd ;g.mtiou.l industrial co-overation

30. Technological ocamsnd is at the heart of any process of industrial expansicn. Ths
capacity to assimilate, adapt and ultimately create new techniques, new methods of work m-
sation, new products and new ways of distributing them, is the springboard on which the indus~
trialized countries have assured their own material improvement; eimultanecusly, thsir d.yw:.-
has created new relationships of dependency for the developing countriee. In its drepest

sense, this dependency consists of a passive acceptance ty the developing countries of Northera
technology as being the best tschnology, and therefore the one best suited to thn# own needs.
Given that perspective, developing countriss remein in a positio. of merely following tx.u lead
of the industrislized countries, both the pace and the direct: m of tschmological change, and
\hus industrial growth, being determined essentially from the outside.

31. Te spproach taken in the Joint Study is that the pattern o' dependency must be Lro..m.
This will require a two-pronged commitment ty the developing countriss. The first is toc a
systemstic ureaking-down of tecimologiss imported from industrialized countriee so that, in
the shortest possible time, they will pass from the stage of being mers buyers of squipment
and technical services to that of acquiring the internal capacity to modify and improve on
that tecimology in the light of their owmn conditions and needs. The second commitiment is to
an investment in the political, institutional and legsl structures capsbie of generating fresh
technologiss corresponding to their owm development objectives. Neither process is simple and
neither should be initiated in isolatiom. Since no countTy is operating from & tabula rasa,
the particular mechanisms chosen, and the relative emphasis given *o each of them, will zfﬂnct
the country's past industrial history. It is safe to ssy that imports of technologies will
continue in most developing countries; the practical problem is how to obtain these in such
s vay that the best possible stiemlus is achisved for the domestic dmlapmt’ of fresh tech=
nological knowledge. The industrialized comtriee will hardly devate much attention to
probleas that may be of considerable significance to the developiag countries but are unimpor—
tant to themselves. Henos, it is imperative that the developing countries tackls thess

matters themselves.

32. The two-pronged spproach to reducing technological dependence will ecarcsly be success—
ful without co-cperation among developing countries, and the reasons for this are not difficult
to find. Pirst, the acquisition of information about information is a cestly and bazardous
enterprise, albeit cne that is liable to yield considerable eccnomiee of scale; carsfully
formulated co-operative schemes are thus potentially promising avenuse to pursue. Second, the
institutional and legal procedures to strengthen bargsining capacity are, to a large extemnt,
the product of "learning by doing* in which ths experience of scme countriee can be v‘!..tll to
othars. This is true "transfer of tsahnology" which developing countriss can engage in
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together. Third, as most of the social problems generated by existing technology are common
to a number of developing countries, theee countries all have an interest in seeking out new
technologies better suited to their needs. Common endeavours in research and development,
therefore, ought to be of substantial benefit to all oconcerned. Fourth, scientific advances
in the industrialized countries will continune apaca as those countries restructure their
societies in anticipation of what some have called the onset of a "post-industrial era". These
advances could have considerable effects, either favourable or unfavourable, on the developmsent
aspirations of the Third World. The developing countries, therefore, must mseure that they
resain abresst of the situatiom through a system of constant, joint monitoriug of these

advances.

33. It is interesting to reflect that in debating the New Intermational Bconomic Order, the
developing countries emphasize disparities and inequities in the distribution of power, income
and wealth among different oountries, whereas the industrialized countries tend to talk about
poverty of pecple, which is partly a reflection of unequal income distribution within countries.
In this oomtext, it should be realized that in an important sense, income distribution within
countries is the result of unequal distribution of power between countries. The reason lies

in the unequal di-tﬂh:'tion of technological powsr, messured, for instance, by the fact that
over 95 per cemt of all research and development expenditures are concentrated in the industtial—
ized countrTies, which comtain leee than one-third of the world's population. These counmtriee
naturally develop the technology that produces the goods they need, by the procesees that are
right for them, i.e. labour—saving. There is no ecanomic urge to develop equally efficiemt,
sophisticated capital-eaving technology. When the developing countriee adopt the only available
"efficient” techmology - i.e. labour-esaving — the invested capital is tied up in a small
“modern" sector from which the bulk of the population is cut off. The result is ecanomic
dualism and unequal income distritution. In this way, unequal technological power (or techno-
logical dependence) between countries leads to poverty-inducing unequal inoome distribation

within developing countries.

34. Given these factors, there would appear to be five main areas in which further interns
tional action may be considered. Thé first is regulation and comtrol of technology transfer,
including ways in which the negotiating strength of the developing countries can be reinforced
and efforts made to ensure that imported techmnology ie absorbed by the users. The second
oomcerns the development of information systems, covering information on joimt purchasing
arrangements among developing countries, in order that the full potemtial of technologies,
wherever they are awvailable, can be harneseed to the requirements of the developing countries.
The third desls with the promotion of trade in technclogy among public and private sector
enterprises in developing countries, drawing upon recent evidence indicating that the consider—
able tecimological progress being made in the developing countries can provide a basis for
inoreasing teclmological co-operstion among them. The fourth covers institutional mechanisms
to enoourage the transfer of appropriate technology among developing countries. The fifth
ares sncompasses co—operative mechanisms among developing countries for the monitoring of
advances in science and technology likely to affect their industrialization goals.
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D. . trade ustrial redepl t

3S. Perhape the most visible area of international ecocnomic relations in which the developing
countries find themselves dieadvantaged by the presenmt world order ie that of trade. Initia-
tives to increase the price and volume of dewsloping country exports have thersfore been of long-
est standing in the agenda of specific reforms of the present world order. In essance, it is
believed that there is a systematic bias in the distribution of benefits from international
trale, a bias favouring the powerful industrial exporters of tbe "oemtre" as opposed to the
wesk producers an the "periphery®. Two consequences result from this situxtion. PMirst, Third
World exports to the North seem to be subject, inescapably, to secular adverse terms of trads.
Y.are important for sxports of ssmufactuvres, a preponderance of intrs-firm trade relatipg to
axports from the lorth.l/ leads to the belief that there may be more competition in the price .
drtermination of exporte from the developing world thar in the price detsmination of their
irpértl. Second, a large foreign presance . the export sector of the 'dnvnloping comtries
may result in the dynamios of comparative adventage in the South being determined principally
by the benefite to ba gwined in the North.

36. Tsse are the broad aspecte of internaticnal trads in manufactures which the Joint Study
is foousing on. In specific terms, WITO is wmdertaking, in comsultstion with UNCTAD, a review
of structural trends and those features of trade policy and practice that are liksly to affect
the export of developing countries’ mamufactures, including tariff and non—tariff barriers,
restrictive business practioces, the experience of regional trads grouping and associsticns,

and commodity sgreemente, marketing institutions sand hilsteral agresnente. The review will

" indicate the seope for further oo-operstive endsavours in harmonizing policies and minimizing

ooaflict. Prospecta for South-South trade and regicnal markets are receiving special atiemtion.

37. In lime with the industrial restructuring that is proceeding in the North, redeployment
of industries from developed to developing countries is the subject of a series of studies
being undsrtaken by UNIDO pursuant to GCeneral issembly resolution 31/163. The findings of
this ongoing programme are to be symthesized mnd presented in the oontext of the Joint Study,
together with proposals for smcouraging redeployment and structural adjustment. Studies have
been undertaken in both developed and developing countries. Thoee carried out in a mmber of -
dsveloped ocountries aim at forecasting long-term structursl changee in the industrial sector,
showing the need for adjustmente and the socpe for increased industrial oco—operation with 4he

dswveloping countries. They are based on disaggreguted analyses of factors determining the

changing ocaparative advantages, and of natiopal policy. Detailed reviews are being carried
out on the impact on employment in various developed countries of increased trade with develo~
ping ocountries. The studies, together with ths analyses of the priority areas and desired
forma of redeployment as seen by th': developing oountries, are expected to provide a basis for
asseseing actual constraints and prospecte of industrial redeployment, and for suggesting
suitable national and inmtemational measures to facilitate the redeployment procees.

3. Te processing of ‘mineral rescurces in developing comntries is ocnsidered to constitute
an ares warranting particular attentiocn in the Joint Study. For example, some 20 developing
countries depend on the export of one mineral to the extent of between 20 and 99 per cent (1573)
of their total export earnings, wvhich remain subject to wide fluctuation. A systematic aseees-~
ment of the prospects for, and ecanomic benefits of, mors extended mineral proceseing in the

1/ About half of United States—bssed multinaticnal exports were inter—company in 1970,
while between one quarter and one third of total world trade in manufactnres wWas intra-firm.



developing countries has therefore been initiated. It is expected, on the basis of this
aggedsment, to outline policy optiont open to developing countries for the further proceasing

of major minerals, in co-operation with developed or other developing countries.

33. In estaolishing new processing facilities in the developing countries, collaboration with
foreign enterprises may be developed in a number of ways, to ensure a flow of equitable bene-
fits to the host countries, The analysis will be disaggregated for groups of developing
countriss, according to a number of factors, including the atructure of ma-kets for the

minerals in question and the bargaining power of the sellers.

IV. STRUCTURE OF THE JOINT STUDY

40. In spite of the screening of issues that has been described above, it is important <hat
the linal selection be made only after a critical review of the areas ihat seem most promising
for international agreement., To avoid the type of dexzdlock in which intermational discusasiors
frequsntly find themselves, it is necessary to iook for new ideas based on the identificaticn
of common interests among countries that appear to be in basic conflict. Conferences to be
held prior to the Third General Conference of UNIDO will undoubteily provide a valuable indi--
cation of wnere breakthroughs in intermational negotiations nay emerge, Ideas that are not
totally new, in the sense that individuals or institutiods may have brought them forward in
another shape at a previous stage, may hava a new and promising impact if brought togetier in
a different synthesia. It is in this sense that the Jint Study is trying %o sift proposals,
A wide range of proposals will have to be testsd in a series of diseussions with Governments
and other parties involved in international co-operation. The process of *es:ing anid checking
will result in a further distillation of ideas. The final Study, therefore, shouid emerge
with a limited number of proposals that may be expected to enjoy a strong measure of

international agreement.

41. The main text of the Joint Study document will be brief in desoribing the proposals them- .
selves, together with supporting arguments and the rationale for their selection. Annexes
will give the detailed reascning behind each of the proposals and include case studies and

illustrations. The entire dooument will be presented to the Third General Conference.









