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I.       DTORODUCTION 

1. The Third General Conference of 'JNTDO  is  scheduled to be held 

from 21 January to à February,   19ÔO,   in New Delhi,  India. The General 

Assemble rsouested the  Industrial De,relonment  Board if üüTDO to act 

as an intarroverrusental oremrator" oornmittee  for the  Confarenes.  At 

its  Eleventh Session,  the Board,   in connexion with the  initial 

discussions on the orovisional agenda,   invited the Regional Commissions 

and the forthcoming racional meetings to make suggestions,  which would 

be taken into account by the Board in its further discussions at its . 

Twelfth Session. 

II.    FOURTH CONFERENCE OF AFRICAN MINISTERS OP INDUSTRY 

2. Accordingly, the Fourth Conference of African Ministers of Industry, 

held in Kaduna, Nigeria from 22 - 23 November,  1977, agreed that the African 

regional preparations for the third session of the General Conference of 

UNIDO would be finalized at its own fifth 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 General 

Conference of UNIDO for submission to the Conference at its fifth session 

during the second quarter of 1979« 

3. Recalling,   inter alia,  resolution  U9 (XIII) of the Fourth Confer-nc? 

of Ministers of the Economic Commission for Africa, assi-ming to the fourth 

and fifth Conference of African Ministers of Industr" the task of definin? 

the common African position for the Third General Conference of IJÎTIDO,  the 

Fourth Conference of African Ministers of Industry adopted a resolution 

concerning the preparations for the Third General Conference of UÎ1IDO 

(resolution 7 (IV). The Conference of African Ministers of Industry recenmended 

in this resolution that "UN IDO,  OAU and EDCA consider and convey to member 

States suggestions for a common African position for the Third General 

Conference of UNIDO and that they   arrange effective consultations with 

African experts in preparing these suggestions, which should be formulated on 
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the basis of,  inter alia,     the following guidelines: 

(a) Elaborate  specific proposals for strengthening the 
""    bargaining position of African  countries on the 

greater domestic  processing of  African industrial 
raw materials; 

(b) Submit further prooosals  for strengthening the ongoing 
~    system 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)  adopted by the Fourth Conference of 
African Ministers of Industri; 

(c) Elaborate  methods and approaches  for mobilizing financial 
resources  for industri commensurate with the size of 
industrialization envisaged by the Lima target for 
Africa; 

(d) Outline proposals for effective  training orogrammes and 
~    projects to develop the  industrial manpower needed for 

future industrialization  in the  continent; 

(e) Formulate practical methods and arrangements for promoting 
and developing intra-African co-operation 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 redeployment 
programmes ; 

(g) Develop new and innovative orogrammes of assistance  and 
means of mobilizing resources  for the LDCs commensurate with 
the needs of these countries having in mind that the majority of 
them are  in Africa; 

(h) Further review frameworks for international co-ooeration and 
~    especially co-operation among developing countries  in the 

choice,  acquisition and development of industrial technology 
in line with Resolution 6 (IV)  adopted by the Fourth Conference 
of African Ministers of Industry." 

4.        The Fourth Conference of African Ministers of Industry entrusted 

*TA    OAU aM iPTTD^ with the task of su^mittin- tNî report o? the African 

experts referred to in previous paragraph to the Follow-up Committee on 

Industrialization  in Africa at  its fifth meeting   (held in Addis Ababa from 

8-10 November»   1978), and decided that the fifth session of the Conferenoe 

should be convened in Kampala during the second quarter of 1979 for the 

purpose,  inter alia, of finalizing a coanon African position for the Third 

General Conference of UHIDO. 
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ITT       REGIONAL SYMPOSIUM Orí INDUSTRIAL POLICIOS AITD STRATEGIES 
'     ?OR TT^RTIALLngJ-SÜSTAEirC D3VSL0r?%NT AITD DIVERSIFICADO? 

AfflTcOLLaCTIVE SELF-RELIANCE DURI HO  THE .'BRICH   LW-ZìW 

5. The Fourth Gonfarane« of African Ministers of Industry agreed 

to holding a ragionai Symposium for Africa, to be preceded by national 

workshops whose reports and conclusions would be some of the inputs for 

the Symposium. The Symposium is to be held in Nairobi, Kenya in April 1979- 

The Fifth Meeting of the Follow-up Committee on Industrialization in Africa 

noted with satisfaction the steps taken for the preparations of the Third 

General Conference of U1TCD0 and emphasized the Symposium as an important 

forum for making additional preparatory 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 Ministers of Industry 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. Ho doubt, 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 Conference of UNIDO. 

17.    MAIN AREAS FOR THE THIRD GENERAL CONFERENCE OF UNIDO 

7.      On 15 December 1978 the Gérerai Assembly aonroved the provisional agenda 

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

1/   General Assembly resolution 33/77 
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8. As indicated in the provisional agenda the deliberations 

at the Conferenoe are envisaged to oover three broad areas: firstly, 

review and appraisal of the world industrial situation with   speoifio 

reference to the industrialization of the developing countries,    seoondly, 

the strategy for further industrialization in the 1960s   and   thirdly, 

a review of institutional arrangements in that oontext. 

a) Review and appraisal of world industrial situation, 
with   specific reference to the industrialization 
of the developing 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 Development Survey 

is being prepared by the UNIDO Secretariat.    The Survey will contain a 

review of conditions in the major 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 such as the economic commissions. 

IO4       In the review and appraisal, the    progress achieved in 

implementing    the Lima Declaration and Plan of Aotion will be subjeot 

to specific    attention.    The qualitative as well as quantitative 

impaot   of the efforts towards a fulfilment of the Lima goals and 

targets   will be assessed, major polioies, problems and obstacles 

affecting their implementation will be looked at and steps takeu or 

proposed   in that oontext reviewed and appraised.    In oomplianoe with 

a resolution of the Industrial Development Board -* the UNIDO Secretariat 

1/ ID/B/HESAS (IX). 
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has requested from Governments and international organizations 

concerned information on the action taken and progress achieved 

towards implementing the Lina Declaration and Plan of Action. The 

documentation to be presented to the Third General Conference in this 

particular context will he largely based upon the results of this 

aonitoring exercise and will take the form of an analytical report on 

the over-all progress made and main obstacles faced by the international 

community in respect of the major issues relative to the achievement 

of goals and targets of the Lina Declaration and Plan of Action. A 

note giving further details regarding the monitoring of progress 

towards implementation of the Lima Declaration and Plan of Action is 

appended as Annex III. 

(b)   Strategy for further industrialization as an ele;i 
of the development process in the lqt"*~ ~~J ' i''.*l mTy«l¿l!¿l¿ 

11.      The Conference will be expected to give consideration to appropriate 

industrialization policies and strategies aimed at achieving the Lima target. 

One of the basic documents of the 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. 
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12. Within the broad objetives sat out in the Lima Declaration and 

Plan of Action and in General Assembly resolution 3362 (S-VIl) relating 

to the redistribution of world industrial production by increasing 

the share of developing oountries, the UNIDO system of consultations 

was established with the aim at identifying concrete measures needed   to 

be undertaken by developed and developing oountries to expand   existing 

and establish new industrial facilities in the developing   countries.   The 

results and prospects of the system of consultations will be reviewed at the 

Third General Conference.    General    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 between 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 consultations system of UNIDO in various sectors. The committae 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 I979. This report 

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

the countries in the BCA region have participated in the sectoral consultations 
hitherto held. 

14. Specific attention at the Third Cenerai Conference is to be given to 

redeployment of industries as a form of international co-operation aimed at 

establishing productive capacities in the developing countries. 
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International co-operation in the field of transfer and development 

of industrial technologies with a view to increasing the technological 

capabilities of the developing oountrie« ie aleo foreseen aa an important 

topio for the Third General Conference.    A central theme of the UNIDO 

co-operative programme of action on appropriate industrial technology i» 

the choice of technology in the context of integrating appropriate 

industrial technology into an over-all industrial development strategy. 

This natter was subject of deliberations at the highest level at the 

International Poma on Appropriate Industrial Technology held in 

India, 20-30 November 1978. 

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

aa Industrial and Technological Information Bank (HTFIB) has been 

created at UNIDO, with a view to promoting a greater 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-19771 after 

which its experience will be- evaluated.   A Begional Centre for Developmentr 

Adaptation and Transfer of Technology in Africa was established. It will provide an 

opportunity for concerted action in the BCA region in this field. Special attention 

at the Third General Conference will also be given to industrial co-oueration 

among developing countries and to improved mechanisms for industrial co- 

operation to promote the flow of an integrated technical and financial 

assistance to developing countries,  including regional co-operation and special 

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

o) Institutional arrangements 

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

of coordination and follow up on matters in the field of industrial 

development   and cooperation covered by other organisations within the 

United Nations   system.   The olose collaboration existing between ÖNID0 and 

the regional   economic commissions, in particular through the joint industry 

divisions, is noted with satisfaction la this context. 
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17.      The Third tonerai Conference will also examine the institutional 

arrangements for UMIDO, with reference to the long-range strategy 

for UHUX) 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 

plenipotentiaries be held in Vienna during the period 19 March to 

12 April 1¿>79, for the purpose of adopting a constitution for UNIDO 

as a specialized agency. 

III.    PREPARATIONS AT THE REGIONAL LEVEL FOR THE 
THIRD GENERAL    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 expérience 

had shown, it was stated, that regional preparatory work by the 

developing countries was an all-important factor in ensuring suooema, 

and the suggestion made that UNIDO provide all possible support to suoh 
preparatory activities. 

19.       It may be noted that, outside the BCA    region, other industrial 

eonferenoes at the regional level, whioh are expected to oonsider 

regional positions on the major questions to be considered by the 

Third General (Jonferenoe,   are   scheduled to be held, at the middle 

or later part of 1979, namely:  The Fifth Industrial Development  * 

Conference for Arab States; The Latin American Conference on Industrialization 

and the ESCAP Regional Preparatory Meeting for the Third General Conference 
of UNIDO. 
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AIJMEX    i 

PHOVTSIOHAL AŒ3DA PCR THE 

THIRD QE5EBAL CQNïEREirCE 0?   UHU» 

1.      Opening of ta« Conf «rane« 

2..     Organisât ioa of the Conference 

(a) Election of the President 

(b) Adoption of the agenda 

(o-) Adoption of the rule« of procedure 

(d) Election of officers other than the President 

(e) Organization of committees 

(f) Credentials of representatives to the Conference 

3. General debate (statements by heads of delegations) 

4. Review and appraisal of the world industrial situation, with specific 
reference to the industrialization of the developing countries 

(a) Review of progress in the implementation of the Lima Declaration 
~   and Plan of Action on Industrial Development and Co-operation 

(b) Review and appraisal of major policies,   problems and obstacles 
"*   affecting the implementation of the Lima Declaration and Plan 

of Action,  and steps taken and proposed to resolve them 

5. Strategy for further industrialization as an essential element of 
the development process in the 1980s and beyond 

(a) Adoption of appropriate industrialization policies and strategies 
aioid at achieving the Lima target 

(b) Recommendations for policies,  procedures and frameworks to  foster, 
**   develop and strengthen 

(i) Domestic industrial processing of natural resources 

(ii) industrial skills 

(iii) International co-operation in the field of transfer and 
development of industrial technologies with a view to 
increasing the technological capabilities of the develop- 
ing countries 

(iv) Improved mechanisms 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 

(c) Industrial co-operation among developing countries,  recommendations 
~*   of policies,  procedures and strategies 
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(d) Redeployment of industrias from developed to developing 
countries 

{•) The system of consultations 

(f) Creation of appropriât« 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 
national interests, in accordance with the Lima Declaration 
and Plan of Action and the seventh special session of the 
General Assembly 

(jj) Role of foreign investment,  including that channelled through 
transnational corporations,  in promoting industrial growth 
in accordance with national objectives of economic and 
social development and regulations and other conditions 
applicable to such investment 

6. Institutional arrangements 

(a) Rsview of the effectiveness of co-ordination and follow-up 
on matters concerning industrial production, international 
industrial co-operation and related issues covered by other 
organizations within the lliited Nations 

(b) Review of the effectiveness of the institutional arrangements 
for UNIDO, with reference to the long-range strategy for UNIT30, 
to meet the challenge of industrialization in the 1980s and 
beyond 

7. Conclusions and recommendations 

8. Adoption of the report of the Conference 

9. Closure of the Conference 
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         * 
ANNEX II 

SraClAL ISSDX Of THE UUUHTflllL DETELOWSBT sükvlfci 

A synopsis 

1. Ibis synopsis is intended to provide a general over—view of the subject mattar of,  and 
Unas of investigation pursued in,  the special issue of the Industrial Development Surrey, 

which is scheduled for publication, in the summer of 1979-.    Work; is still ta progress on several 
of the subjects discussed below;    while, therefore, the general lines o* reasoning reflect the 

treatment of subjects, subsequent work will result in farther refinements and inclusion of the 

most recent lata. 

2. Lcdustrialisation continues to be a dynamio foroe contributing to growth in the developing 

countries and to the growing network of «concaio interrelationships at the global level.    In 

fact,  the phenomenon of economic interdependence - a trend which increasingly binds the 
•canoni ee of the developing countries with each other and with those of the developed countries - 

is largely a consequence of industrial growth.    Industrialization prospects, and in particular 

achievement of the Idas target, arm dependent upon an ever-widening set of complex relation- 

ships.    Prominent examples are:    the transfer of technologies from the developed to the 

developing countries;   the flow of natural resources;    capital flows, and large-scale foreign 

investment a;    international labour migration;    and international trade in semi-manufactures 

and manufactures. 

3. Industrial progress in the developing countries is heavily dependent apon the behaviour 

of these- links which lie at the haart of the modera interdependent world.    While trade-oriented 

•ecnomies may be «specially vulnerable to the vicissitudes of world market conditions and trade 

policies, the industrial sectors of the developing countries are susceptible to sudden changes 

that are transmitted through the network of international links.    The economies of the develop— 

ing countries lack the resources and skills as well as the size and breadth of markets to 

adjust to many of these changes independently.    Ins need for co-operation among developing 

count ri ee, as well as. between developing and developed countries, as called- for in the Lima 

Declaration and Plan of lotion, has been increasingly recognized, and the required mechanisms 

set in motion, in order to ensure multilateral action an several fronts. 

4-      The Urna target is based on the global distribution of manufacturing value added ( see 

table 1 below).    Daring the period 1°60 to 1968, the developing countries' share of world 

production underwent little ohange,  remaining at a level of about 7 par cant.    Since that 

tima, however, steady gains have been recorded although the group's share of world production 

still remains below 9 per cent.    The world recession since 1974 has affected manufacturing 

growth in the developed market «ecnomies more seriously than in the developing countries. 

Rsoezrt growth in the centrally planned economies has shown only minor fluctuations and,  in 

general, has been relatively stable. 

5.      In general terms, manufacturing; growth among the developing countries has been more 

pronounced for the group of countries it the intermediata level of per capita income ( $521 - 

•"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 $2,000 per* capita 

income), which account for 1.6 per cent of the population of developing countries.    Batea of 

growth are lowest in the poorer countries (per capita inerme of less than $265) where over 

* This is also annex I of IB/B/C.3/71 reproduced, here verbatim» 
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half the population of the developing countries is to 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 countries - 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. 

Until Table 1.    Share of developing countries in world 

total of value added in the unufacturing 

sector.   1960-1975 

Tear                               Per oent                                      Tear Per 0Mrt 

1960 6.9                                           1968 6.9 

1961 7.1                                           1969 7.0 

1962 7.1                                         1970 7.3 

1963 6.9                                        mi 7.6 

1964 7.0                                       1972 7.7 

1965 6.9                                       1973 7.9 

1966 6.8                                       1974 8.2 

1967 6.8                                      1975 8-6 

Source:   OTTO», based on data co»mmics,ted by the United Kations Statistical Office. 

Notet    Based on mid-year figure« for 1977, the share of the developing countries may 
be estimated at 9.O per cent. 

6. General characteristics,  such as the size of the domestic market, the level of resource 

endowment and a country's policy orientation,   influence the pattern and pace of industrial 

growth.    These characteristics are analyzed in the 3urvey in a discussion of recent growth 

experiences in developing and developed countries.    Typically, manufactures'  share in total 

income riseB %t an accelerating paoe 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- 

tion», but are indications of possible directions of change with specific assumptions about 

future growth.    The pressing need for the future growth of the developing countries to depart 

from historical patterns is evident.    Future growth rates in those countries,  in relation to 

those of the developed countries, are considered, along with some of their implications for 

patterns of trade,  the composition of industrial production, and investment requirements. 

8. The manufacturing sector is composed of many heterogeneous branches.    Barriers to develop- 

ment and the significance of the various forms of interdependence vary widely from one branch 

to another.    Analyses canductsd at the branch and commodity levels help to clarify some of the 

distinguishing characteristics of different segments of the manufacturing sector.    The struc- 

ture of industry at the branch level is relatively homogeneous among the developed market 

economies,  but differs greatly among the developing countries. 

9. Existing patterns of specialization at the branch level may be expected to change 

substantially as industrialization continues.    Currently, the developing countries'  special- 

ization in various industrial branches is closely identified with resource endowment and/or 

agricultural        alopment.    Among the developed countries, there is an apparent tendency to 
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spécialisa in specif io producta within a given branch (such as chemicals or agricultural 

machinery).    Thar« ia no evidence of a similar trend among the developing countries.    An 

analysis of growth, pattsraa at ta« branca lavai provides an indication of short-run proapacta 

for industrie« In tha developing oountriaa. 

10. A review of tha priority sector« Identified ia toe Urna Declaration and Plan of Action 

and of sect oral studia« and consultation» undertaken, indicatea the iat errala* icnahip between 

growth, prospeets ia developed and developing oountriaa.    example« ara world-wide liait at i ana 

on available raw »arterial suppliée ia tha case of Some producta, differential ratea of growta 

la final demand la tha two economic group«, traoda towards import- replacement of various 

products, and ohanglTig production technologies. 

11. The results serve as a rough guida ia let «raining Hatch branchée are moat influential ia 
the growth prooeee at a given level of development.    Supplementary information on commodity 

balances and apparent consumption of spécifia commodities sheds further Light on the manner ia 

which resource endowmeat and production technologiea Influence growth sad a country's 

dependence upon exports ' ov~ imports. 

12. Toe sigaifioance of international trade for industrial development varies widely front 

oouBtry to oouutry and fron aas industrial branca to another.   Xas extant to which- developing 

oouBtriea have become integrated ia tas world trading network has increased greatly during the 

1970s,   A. number of developing oountries now figura increasingly aa suppliers of manufactured 

goods sad as aaxksts for taa manufactured, exports of the developed crructriea.    However, taa 

share of tha developing oountries as a whole in tha domestic market a of the developed oountriea 

is found to be oolite small for moat producta, a fact which should be taken into account in 

connection with arguments for further protection of domestic industry in the latter oountries 
(see Table 2 below). 

Annex Table 2.    Share of manufactures in total exporta 

for selected years, by economic group 

it   Manufacturée as per cant of total trade 

Br   manufactures- aa per cent of total trade excluding STTC 3, mineral fuels and 
related materials 

1960 1965' 1970 1972 1974 1975 1976 

World 

Developed markst 
eooDoaiea 

Centrally planned 
economies 

Developing economi «a 

i, 54-9 59.1 64.8 65.6 57.7 59.6 59.3 
s 61.1 65.4 71.4 73.0 72.8 74.0 74.4 

1 67.5 70.2 75.4 75.9 74.7 75-2 75.2 
B 70.3 72-7 78.1 78.6 78.5 79.2 79-7 

A 58.8 63.1 61.8 64.4 58.5 58.6 57.6 
B 67.2 71.2 68.4 71.5 68.5 70.3 66.7 

1 14.0 IT.5 23.8 24.1 16.3 17.3 18.5 

B 19.5 25.4 35.1 38.7 42.4 42.6 45.1 

Sourest USTDO, based on data supplied by the United Hâtions Statistical Office and taken from 
the 1975 Trade Toarbook and Monthly Bulletin of Statistics March 1966, March 1970, 
and June 1978. 
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13. Other salient  features in the  field of manufactured trade include the growing importance 

of the capital goods exports of the developing countries.    Although still a minor proportion 

of the group's total manufactured exports, the share of capital goods exports has risen 

considerably and reflects the gains recorded by a small number of developing countries, 

toother noteworthy feature is the contribution manufactures malee to the current account 

balance  of many developing countries.    This contribution is substantial for a large number of 

developing countries, and not only the major exporters.    Finally, when production and trade 

pattern« are examined by end-use of products (consumer goods,  intermediate goods and capital 

goods),  the close relationship between production and trade becomes olear.    The traditional 

pattern of the developing countries'  dependence on primary (or natural resource-based) exports, 

along with the import of capital  goods,   is however still evident in most  instances.    The 

significance of these and other findings is analysed for its industrial implications. 

14. In the preparations of the Survey,   a separate exercise was devoted to an evaluation of 

the developing countries«  performance in manufactured exports.    Several conclusions emerge 

from this evaluation.    First, as  regards the composition of the developing countries» manufac- 

tured exports, this is dominated by products for which growth (in world demand has been 

relatively slow.    Secondly, as regards markets, these have generally been dynamic one». 

Finally,  the revealed competitiveness of the developing countries has improved over time.    The 

magnitude of each of these effects has been estimated*   In general, the most importan-e  features 

are the negative impact of the composition of the developing countries' exports and the 

positive contribution of increased competitiveness. 

15. A key element in the process  of industrial development  is the extent to which the 

developing countries can efficiently increase the degree of industrial processing of goods 

prior to export.    In recent years,  approximately 53 per cent of the total exports of the 

developing countries have either been unprocessed or required subsequent processing.-'     A 

comparable figure for developed market  economies in the same period is 27.6 per cent.     Various 

processing chains (specific stages of transformation, from raw material to intermediate product) 

are identified and activities in the developing and the developed countries compared.     Artic- 

ular attention is paid to the processing pattern for minerals at the mining,  refining and 

fabrication stages.    The results  reveal some progress on the part of the developing 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 integration, demand characteristics, the costs of factors of production and market 

access. 

16. Bnployment and social issues  in the industrialization process are considered in conjunction 

with manpower resources and technology.    The developing countries'  share of world employment 

in manufacturing is now approaching 33 per cent,  although their levels of labour productivity 

are conaiderably below those achieved in the developed   countries.    The bulk of industrial 

employment  in developing countries  is satisfied by light manufacturing.    Though rates of 

growth (for output and employment) are decidedly higher xn heavy manufacturing,  these branches 

have achieved only a limited share in total manufacturing in moat developing countries.    The 

if The figure refers to 73 developing countries based on a definition of processing st.iges 
at the 4 and 5-digit level of the 3ITC.    All exports (SITC 0-9) «re included except 
petroleum. 
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practical development of technologies appropriate to the labour and capital endowments of the"" 

developing countrie» is thought to be a crucial step in the solution of the problems discussed 

here.    An analysis of specific, micro-economic situation« is carried out  in this cannaci ion. 

17. The traditional or informal area« of manufacturing play a significant part  in the indus- 
trialisation of many developing countries..   The development of modern large-ecale industrias 

using- imported technology and equipment and mostly located in urban concentrations may tend to 

leave substantial segments of the population of several developing countries - particularly in 

mral areas - • oat of the orbit of industrialization and modernization.    Since the middle and 

late 1970s, the industrial plans of many developing countries have taken into account the need 

for policies and programmes oriented toward» the development of the rural and urban poor in 

these countries.    Ine role of small-scale and cottage industries and of more appropriate 

technologies in meeting the basic needs of the population and in accelerating the industrial- 

ization process is analyzed   in the light of the development plana and. programmes.    The 

effective role that appropriate industrialization programmes can play in integrated rural 

development is also discussed,   on the basis of the experience of several countries. 

18. The financial requirements necessary to sustain the pace of industrialisât ion in developing 

countries pose a key question for the future.    Policies designed to stimulate both domestic 

and foreign investment will be required, as well as measures to improve- capital productivity 

and rates of capital utilization,    i. study of total investment in manufacturing for a large 

sample of developing-countries shows that approximately 20 per cent originates from foreign 

source«, the remainder from domestic sources.    Investment averaged about  18 per cent of gross 

domestic capital formation between 1967 and 1976 although in the latter year a decline could 

be noted relative to the share in iamediately preceding years.    Over the period 196O to  1975 

the debt-service ratio rose considerably,  reflecting in part the growing importance of private 

sources relative to public sources.    The implications of these broad trends,  along with an 

analysis of conditions at the country level are included in the SurveT. 

19. The importance of the public sector in industrial development varies widely froa country 

to country.    T*-i« is because the precise role of the public industrial sector in a country is 

olosely related to the socio-politico-economic context  in which it functions,    nevertheless, 

the importance of the public industrial sector 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 groas domestic product, cr of its role as an entrepreneur and 

ostalret in the development of certain priority or key industrial activities.    Por the purpose 

of the Survey, the public industrial sector is viewed as focusing on those enterprises predomi- 

nantly owned and controlled by the State and producing manufactured goods,  as distinct from the 

whole range of public sector industrial policies and measures.    Because of scarcity of data, 

the Survey does not attempt to give a comprehensive and detailed picture of the public industrial 

sector, but attempts,  rather, to provide an overview of the rationale and importance of the 

sector,  focusing on key issues and problems which arise in the establishment and effective 

operation of manufacturing enterprises. 
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ANNEX    III* 

MCHIT0RI50 TBS PROOHESS MADE BT GOVEHMEBTS AND nJTEHÍATIUNAL 

OHOAHlZATiairS TOWARDS IMPLEMENTATION 

OF TBE LIMA DECLARATION AND PLAN OF ACTION 

A  SVnOPSJB 

1. By virtue of EQB resolution 45(H),  the Board assumed responsibility for the review and 

appraisal of progress achieved in the implementation of the Lima Declaration and Plan of Action. 

In order to facilitate this monitoring, the Executive Director was asked to request periodically, 

from Governments and international organizations concerned,  information on the action taken and 

the progress achieved in this respect.     The reports, prepared on the basis of responses received 

from Governments and international organizations, have constituted an essential contribution 

through which 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 carried out  in 1976-1977 and results 

presented to the Board at its eleventh and twelfth sessions (documents ID/B/I82 and Add. 1 to 4). 

A second round was    launched in Nay 1973,  at which time Governments were requested to submit 

replies by 30 November 1978.    In both rounds, specially designed questionnaires were used in 

order to ensure, as far as possible, conformity and the requisite focus on the most pertinent 

aspects,  it being recognized that the Governments'  replies to the questionnaires would form 

the basis upon which the Secretariat could undertake a meaningful analysis 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 sought in respect of those 

elements of the Lima Declaration and Plan of Action that   fall within their competence. 

3. As in the initial exercise, the responses from Governments and international organizations 

will be presented in the form of a compendium, further to which they will constitute the 

fundamental inputs for the analytical report which the Secretariat will prepare during the 

first 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 issues conoeroing plans, plan targets,  strategies and priorities.     In 

their replies, the developing countries clearly recognized the importance of planning as an 

instrument for the systematic allocation of resources needed to attain sustained industrial 

growth.    The questionnaires used in the second round have thus been so designed as to permit 

analysis of the importance countries attach to the development of key industrial sectors and 

to the role of the public sector in the expansion of industries.    Particular attention is also 

given to the external and internal factors affeoting the developing countries' progress towards 

achieving the goals and targets of the Lima Declaration and Plan of Action. 

5. In the first round of the monitoring exercise, due recognition was paid to international 

industrial oo-opsration as constituting an essential input into the industrialization of the 

developing countries.    In the second round, particular attention has been devoted to forms of 

oo-operation designed to facilitate redeployment and the progressive transfer of productive 

capacities from developed to developing countries,  including industries that would further 

* This ia reproduced verbatim from ID/B/C.3/71. 
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ta* pntnwinç of nu asnarials and a ani ••imfiimnt ta taa davalopla«. aountriea.    Spacial 
liptiili aaa alao baan gitan to poaaibilitiaa for iataraational oo-oparation in taoaa 
Industrial Motora ooTcrad by taa osnanlt*4ian «satins». 

6. Ina redaction of iinaapliijnaiií and « aer« aanitabia distribution of incoa* la taa 
datalopia« soantriaa an liniliiiHl iatarralacad tool«! oBjaotitna ooataiaad la. ta* Una 
IK^olaration and. PI— of lotion, and duo faena has oantrad tnaranaon in taa aooond rovad of taa 
aanitorlnc rrr—•*••     Attention baa alao baan drawn to taa extant to unica taa industrial 
straseclae and projections ara related to taa- utilisation and donasti© proeeealac of local 
raw eateriala and to aaaanraa tafean la tata raajard or aa*a detaloned and dsrelopiaa; oaantriaa. 

7. Sepiles to the fixât iasnixr oonttai tact oonaidarabla attantion haa bean paid to taa 
transfar, adas;«atioa and daialopnant of taoBnolosAae.    In taa aaoond round of taa monitoria« 
anreise, attantion haa baan foenaad on taa praareaa aaaiered, la partionlar taro«** inter- 
11111 mal oo-oparstion, in detalapia« nanpowar raaoaroaa and reeeaxea oapanilitiea, aa wall aa 
in prenotine taoaaoloaloal iafometion, adaptation and ianofatioo. 

8. Attantion. ban also baan draan to speoifio aspects of intamatioaal trnda and oo-oparation, 
SMB. an aaaaiuaa faoilitstinf taa axeenaion and dlrersifiostian of detalopiac ooantria 
of lamiifaiiluiaa and lanl maini fautii res, flaanoial and taosnioal asaiatanoa flowa, an 

La a« apaisais* anon«- datalo»inyfluantrlao. 
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ANNEX    IV * 

HôTE casr THE JOINT STUDY OF INTERNATIONAL 

, INDUSTRIAL CO-OFERATIGN 

Introduction 

1. In compliance with the directive of the seventh special session of the General Assembly, 

and in consultation with other United Hâtions organizations,  UHI DO ia engaged in preparing a 

study (hereinafter referred to as the "Joint Study") of "methods and mechanisms for diversified 

financial and technical co-operation which are geared to the special and changing requirements 

of international industrial co-operation, as well as of a general set  of guidelines  for bilateral 

industrial co-operation".-'     It  is expected that the Joint Study will emerge with a set of 

practical and innovative proposals for setting up new mechanisms  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 Urna Declaration and Plan of Action.-'     These 

proposals will be presented,  discussed and negotiated at the Third General Conference of UNICO, 

to be held at New Delhi in January/February 198O. 

2. A progress report*'   on work on the Joint 3tudy up to October  1976 was submitted to the 

General Assembly at its thirty-first session by the Esecutive Director of UNIDO,  covering,   inter 

alia,  the deliberations of a meeting of Eminent Persons on International Industrial Co-operation 

convened at Vienna in September 1976.    Subsequently,   in  1977,  several studies were commissioned 

on two related, but 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 other forms of collaboration between 
advanced and developing countries for industrialization puxrjses; 

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

3. In 1978, the scope of the work waa 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 Secretariat.    This list was discussed at a meeting of twelve Eminent  Economists from 

both developed and developing countries, held at Vienna in July 1978 to advise the Executive 

Director.    The aim of the meeting was to test a proposed approach to the Study, and to discuss 

and finalize the list of issues in the context of the aspirations of the developing countries 

and likely changes in international economic conditions. 

4. Following the completion of the preliminary draft  of the Joint Study in the first half 

of 1979,  it is proposed to discuss the main findings at  regional meetings of ministers of 

industry scheduled to be held during 1979'    Other intergovernmental fora, such as the confer- 

ences of the regional cornissions may also be used ta test the attitudes of Governments towards 

the Joint Study's proposals.    The findings of other world conferences on subjects of relevance 

to international co-operation and industrialization are being closely followed in order to 

judge the climate of co-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 

Technical 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 diaauss the draft proposals of the Joint Study. 

2/ General Assembly resolution 3362(S-VIl),  section IV,  para.7,of 16 September 1975- 

g/ A/
1
0

11
2. chap.IV. 

y A/3
1
/230 dated 8 October 1976. 

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

1 
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  2^    ŒTEHIiHaSAIi FflJNSWOHE POH THE 3TODT 

km The Jew International 3; on ernie Order 

5«     Io issue bas been more central to international diaeusaian-'   in reoent yeara M that 

concerning economic relations between rieh and poor oountriea.    Beoognition has widely apraad 

that »tha international system of economia and trade relations which waa deviaed 30 yeara ¿go 

la now manifestly inadäquat«, for the needs of the world community a« a. whole.    Th» charge 

against that ordar in th« past mi that it worked wall for the affluant aad against the poor. 

It oannot now «van be asid that it works well for the affluant.'»'    Over- the course of the next 

daoada, therefore, substantial adaptation of institutions and behaviour will be needed tc 

respond to the changed clreumatancea of our tissa. 

6.     Certain elementa of the relationship between the developing and the developed oountriea 
that the former find particularly Irksome arei 

(a) The division of the world into exporters of primary producta and «porters of 
manufacture«; 

(b) The advene fact oral terns of trade for the producta of the developing countries; 

(o)   The ana aided dependanoe of the developing oountriea on the developed for finance 
and technology; 

(d)    The dependence of most developing oountriea on the developed for their engine of 
growth« 

7.     To overcome these built-in diaahilitiea, the Third World is asking for- a fundamental 

structural ohangs - a new international economic order which will redress parr patterns of 

hopeless dependency and provide real opportunities to abare more equitably in global growth. 

3.     Th» SUD is-thus to be viewed aa a dynamic concept and not aimply as a static statement 

of intent.    In this perspective, the Joint Study would seek to build an the foundations laid 

during- the present decade, which have as their central objective the creation of a setting in 

which th» possibilities for individual and collective self-reliance among the developing 

countries can be increased, while placing the relations between industrialized and developing 
countries on an equitable footing. 

B. The Second Penerai Conference of tTOX) 

9,     The Una Declaration and Plan of action goes further in specifying some of the qualitative 

changes that industrialisation should undergo in the future.    It stipulatea the importance of 

eelf-relianoe and the oonoept of an integrated and multi-sectoral approach, to industrial devel- 

opment.    Baphasls is Biailarly placad on reform of the international monetary system, the 

regulation and supervision of transnational corporations, and the strengthening of producer 

aasooiationa and other means of increasing the bargaining power of developing oountriea.    Por 

developing countries, the Lima Declaration and Plan of action placea streaa on the socio- 

economic object i vea of industrialization, including the elimination of poverty and unemployment, 
the integration of industry with other sectors, and the stimulation of indigenous capacities 

for mobilizing finance, technology and training.    The elimination of trade barriers, structural 

adjustment and redeployment of industry, aa well aa technical and financial resource transfers 

to developing oountriea are among the group of meaauraa recommended for adoption by the indus- 

trialized oountriea.    Co-operation among developing countries is recommended, especially through 

A/ Sixth and seventh special sessions of the General isaembly,  1974 and 1975;    Second 
General Conference of OTOO,  1975;    Conference on International Economic Co-operation, Paria,  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 between industrial- 

ized and developing countries,  particular importance is given to resource flows,  industrial 

restructuring and free trade in manufactures. 

10. achievement of the Luna 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 external investible resources.    If the assumption is 

made that future growth rates in the industrialized countries may be around-1 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 resources to the developing countries would have to be of the order of $400 billion-' 

(at  constant  1972 prices),   or some  10 times the magnitude actually acr.ieved in 1977-     It   is 

unlikely that this could be  reached without  special efforts at   reshaping international economic 

relationships. 

11. At the internal level,  moreover, 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 (GDP) of the developing countries (i.e.  double 

current proportions).    Hence,  a major implication of the Lima target is that its fulfilment 

would, under foreseeable conditions,  impose enormous strains both on relations between developing 

aw H  industrialized countries  and on existing structures in the developing countries.     It   follows 

that progressive structural change is essential  if the share of the developing countries  in 

industrial productior. is to be increased.    An  integral part  of that change is the  formulation 

and implementation of new modalities for international co-operation between developing and 

industrialised countries  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 target  - if these are to gain acceptance by countries having diverse  inter- 

ests.    Three major features  are likely to characterize the international economic  environment 

up to the time the 'Third General Conference  of UNI30 is held,  namely: 

(a) Continuing and perhaps deepening world economic recession; 

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

(c) The coming of age  of the "poor-rich"  developing countries which are at  the fore- 
front of the  industrialization process and therefore already have the capability 
of transferring most  of the resources  (except capital)  needed by the les3 developed 
countries. 

13. Since the engine of growth for the majority of the developing countries  for the  foresee- 

able future, barring urgent   restructuring,  will continue to lie  in the North,  any comprehensive 

plan for global industrial co-operation must,   by definition,  hinge on economic conditions 

prevailing in the industrial countries.    At  the Meeting of Eminent  Economists in July 1979, 

6/ Por the p\irpose of this document  one  billion equals one thousand million. 
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it waa generally fait thai tha growth performance of the industrialized countries might continus 

to ha sluggish for soma tima to ooaaw    Given tha reduced operational surpluaaa and mounting 

investment aaada arising out of technological advsneea, it ia possible that capital transfers 

from tha Sorth will fail to match tha requirements of a comprehensive plan for global industrial 

oo-oparaticn naadad to meat tha Uaa targat.    Qna datarrant to oo-oparation haa already amargad, 

is tha fora of tha protectionist santinasta that ara building- up ia tha Iforth.    Smluaiva 

ralianoa on tha aarkarta of tha developed countriea, tharafora, ahould not be tha only stimulus 

for tha future organai on of induatrial output in tha developing oountriaa. 

14.   Ta» above- observations, seen ia tha context of tha proposals advanced in tha HBO, and 

subsequently developed- at tha Saeond General Confaranea of QBXDO and other international gather- 
ings, strongly suggest that in tha ooeiing decade the darei oping count riea, aa a natter of 

neoeeaity, may have to elaborate and implement programmée of Scuta-South oo-eperation.    3uch 

programmée would includa tha areas of finance, direct foreign investment among developing ooun- 

triaa themselves, technology supplica, and new forms of external trade.    These issues all o cae 

within the purview of tha Joint Study, and ara touched upon briefly in section III of the present 

Seta,   it this stag«, it baa to be clearly recognised that what ia at issue is a major changa 

of focus regarding international economic relations..   Domanda for the SISO have been formulated, 

and continua to bo formulated, precisely in-a-period whan, for tha first tin« in mora than a 

coartar- of a century, tha industrializad oountriaa are deeply preoccupied with their own economic 

problema.   Thus, tha developing countries may even find it difficult to obtain such co-operation 

aa they mar oansidar deeirabl» in tha- light of their own development objectivas,, simply bacanas 

tha industrialized countries are no longer ready to offer such co-operation..   Tha proposals to 

be advanced in tha Joint Study will tharafora take account of the possible developments in the 

international setting as a whole, and attempt to cover forma of oo-oparation sufficiently 

flexible to meat sudden shifts in international conditions. 

II»   A ilUWaaUITIuTID AHAU3IS OF ISTEBSATIOBIL IIIIíI»*HTIT. cO-OFSRünOS* 

15. a, study in general terms of mechanisms of international industrial oo-oparation for all 

Third World oountriaa would suffer from two deficiencies:    first, the treatment of developing 
oountriaa aa a homogeneous aggregata would ignore their enormous diversity in aiza, resource 

endowaenta, existing industrial structuras and patterns, and policy directions;    and second, 

tha analysis of external co-operation, undertaken in abstraction from tha national strategies 

and prooeaaea of industrialisation, would giva too little weight to crucial internal factors 
and constraints.    In tha Joint Study, tharafora, an effort will be aada partly to remedy these 

basic deficiencies by looking at co-operation mechanisms' from two angles:    first, by consider- 

ing différant oo-oparation requirements,  forms and channels associated with broadly varying 

stratégies of Industrialization;    and second, by making use of country case stuiiea that are 

representative of tha range of situations found in tha Third World. 

16. Broad strategies of industrialization may be oharactarizad as: 

(a) Those orientad towards export markets and acceptance of the international division 
of labour,  aa determined by tha operation of free market« and free trade; 

(b) Those featuring a planned attempt, from a national perspective, to build up an 
independent industrial atrae-tur* with emphasis an capital goods production, though. 
perhaps starting with a procasa of import substitution; 



- 22 - 

(o) Those which are essentially inward-looking, aimed at expanding the internal market 
for industrial products of nasa consumption, meeting directly the needs and using 
the capacities of population majorities. 

17•  A residual 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 listed 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 these strategies or reflect a process of transition from one to the 

other. Moreover, various sub-sectors of industry in a given country may reflect different 

strategies, leading to differences in co—operation requirements, depending on the sector. At 

a different level of aggregation, a country may designate certain sectors or sub-sectors to 

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

others, for either social or strategic reasons, 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 alternative 

strategies, although some production areas may be more sensitive than others. 

19. Mithin the framework of the Joint Study, two other studies are being undertaken with the 

express purpose of exploring the international consequences and limits of alternative indus- 

trialization strategies. One aims at assessing what would be the limits of absorption by the 

markets 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 substantially for 

export. Following a contrasting hypothesis, another study is assessing the scope for countries 

to adopt industrial strategies oriented primarily towards internal markets and involving 

"de-linking" from the international economic structure. Both studies consider the kinds of 

international co-operation that would be relevant in each situation, and the likelihood of 

their being available to the countries concerned. 

20. Country case studies of those countries following typical strategies are needed in order 

to place the role of external co-operation for industrialization in proper perspective. Given 

the type and source of co-operation (contrasting co-operation with the North, the East and 

with other developing countries of the South), each study should aim to assess the extent to 

which external factors have contributed towards, or hampered, the national process of industri- 

alization and the objectives of development, including self-reliance. The studies should help 

to identify the major forms, channels and mechanisms of international co-operation actually 

used by the countries, and provide some idea of the relative importance of different areas of 

co-operation. 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 checklist against which to judge the comprehensiveness and merits 

of the mechanisms being considered generally by the Joint Study. 

21. As to the relative merits of co-operation from different sources, two types of studies 

are being undertaken: the first tries to draw lessons for the Third World from experience 

gained in recent Bast-West industrial co-operation, including the use of intergovernmental 

framework agreements for collaboration at the enterprise level. The second concerns the 
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underlying pr.occupaUon of th. Joint Study with coll.ctiv. s.lf-relianc. as th. outcome of 
co-option «on, developing countries.    In thi. respect,  Studie, are being conducted that «ap 

out th. extent of exi.ting co-op.ration »on« Third World countri.., covering th. special 

feature, of such co-op.ration, th. s.ctor. in which it is concentrated, nd tn. countries 

involve.    Thi. «aping «hould allow proposal« for South-South co-op.ration to be franiate* 

with gre«t«r confide, than would haw bean po.sibl. •*•» * •*••*• ago, wh« th. significane, 

of inch co-op«ration was largely hypothrtical. 

in.  ISSUES AID FOBB ar CO-OPBHAIIOI BBBO sunna) 

22. a. .xt.rasX contribution to th. proo... of Third VtorU indu.trialiM.tion i. s.«n to 

fall into four principal areas where flou. talc. plac. betwen countrie«:   financ, direct    . 

inw.ta.nt,  technology ana trad..    Th. sources of th... fio« ar« group«! in th. Joint Study 

a. th. Borth (th. dewloped market economies of Horth America, W..t.ra Burop., Japan and 

Ocunia), th. Bart (th. centrally planned economie« of Eastern Burop.) and th. South (all 

developing countries).   Pinancial flow includ. both conc.ionary and aon-conce««ionary f^md«, 

comprising grant.,  loan, and bond«.    BLreet inv.rta.nt fio*, ar. treat«! separately, and.er. 

concrned chicly with th. activitie« of th. transnational corporation. (TSC).    Technology 

flow» ar. diacusasd. under the tera "a«rnisition" of technology rather than the more common 

concept of "transí .r»-, in vi.w of th. fact that a connercial transection is involved in ¡no«* 

case«.   Trad. iwuaa deal priaarily with ace... to alternai nericata for aaWaetured product«, 

a« well a« redeployment of Industrie« from developed to developing countrie«. 

23. Although in th. Joint •Study th. issues will ba sorted into these four areas,  the analysis 

is fully cognisant of the interdependence and overlap between the areas,  recognizing that the 

aajcr actor, on th. stag, of international co-operation, namely Governments,  international 

organisation« and TBC«, invariably ar. active in all four area« simultaneously. 

*» Financial flow 

24. Included in the area of finance are three group» of issue« relating to concessionary 

finance, acce«, to privat, capital markst«, and financ« directly aimed at stimulating trade 

in manufacture«.    In th« Joint Study it is not proposed to review the entire list of proposal« 

aiaed at increasing official development assistance (OTA), or to repeat the argument for link- 

lag development assistance with an increase in international monetary reserva creation.   Cíes. 

areas have been given thorough study by other international organizations specialized In finan- 

cial matter«,  and continue to b. considered in various fora.    Consequently,  the Joint Study 

will look only at -a subset of ODa-related issue« where concessionary finance is used to 

oatalya. far greater amount, of non-concessionary funds for industrialization purposes, such 

as in providing guarantee«, new fora« of co-financing, and arrangements of a triangular nature. 

ODA us. in barter arrangements,  and OSA in kind, will also be treated in the Joint Study. 

Measures to increase the effective use of short-term and long-term surplus funds,  as well as 

surplus capital goods capacity for Third World industrialization, are very much at the centre 

of the Study's attention in this area. 
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25.       As far aa accasa to  capital markets is concerned,  the focus of attention is on elabor- 

ating proposals to ease  taras of borrowing (i.e.  period of maturity,   fees and interest  rates 

for industrial investment  finance).    This is partly in response to the general finding that 

there has been a tremendous  increase in the use of high-cost,  offshore  c.irrency financing 'ay 

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-related financing area offers issues concerning:    the feasibility of creating 

banking and payments systems within the Third World catering specially to its needs and capa- 

bilities and bypassing established networks headquartered in the major Northern financial 

canters;    the feasibility of introducing - within the existing, and possibly a modified,  world 

trading and financing system - new investment 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 countries where an active international mediatory role may be envisaged. 

B.    Direct foreign investment 

26. The 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 

coat;    second, regulating and controlling such investment in the interest of increasing its 

linkage with domestic enterprises and entrepreneurahip with a view to enhancing its develop- 

ment impact and retaining 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 (e.g.  tax,   tariff 

and exchange-control concessions) and other non-monetary inducements may yield proposals that, 

through regional or international co-operative action, will reduce revenue losses.    Measures 

in the  industrialized countries to encourage local private entrepreneurs to invest in as 

developing countries also form part of the review. 

28. The close relationship between fiscal measures and the wide-spread practice of transfer 

pricing draws the study into the second area,  involving the regluation and control of direct 

foreign investment.    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 a view to  influencing local industrial factors,  including the degree of concen- 

tration,   technological choice,  and local consumer tastes and preferences - all of which are 

among the many variables that determine the developmental impact of industrial  investment.    A 

hitherto relatively unexplored subject being examined m the Study is the  effect 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 enterprises.     Attempts are being 

made to elaborate new mechanisms for direct foreign investment as well as  for industrial 

co-operation at the inter-«nterpri3e and/or inter-state levels.    These 3iechani3ms should allow 

lhe_a^Toriag~of foreign Investment  activity to the benefit of the host economies,  and by 

increasing the leverage of these economies in a process of continuous bargaining,  help to 

achieve greater equity in the sharing of benefits.   The development of improved negotiating 

instruments, as «ell as the elaborati«« of an international framework sore supportive to 

third World enterprise negotiations,  are among the prime objectives of the joint Study.    A 

particularly fruitful topic would appear to be the linking of schemes that provide investment 

protection with those granting adequate plant performance guarantees. 

C~   *m**H¡n\a** «•< )ntM-*<««'   inrinjtTt^l co-operation 

30.      Technological ooassad is at ta. heart of any process of industrial expansion.    The 
osaaoity to assimilate, adapt and ultimately create new techniques, new methods of work organi- 

sation, na* products and new ways of distributing them, is the springboard on which the indus- 

trialised countries have assured their own material improvement;    simultaneoualy, their dynasds. 

.has created new relationships of dependency for the developing countries.    In its deepest 

sense, this dependency consists of a passive acceptance by the developing couutri.es of Sorthsm 

technology as being the best technology, and therefore the one best suited to their om needs. 

Given that pewp-ctive, developing- countriea r««in in a. positio_ of a»r.ly following the Lead 

of the industrialised countries,, both the pace and the directi m of technological change, and 

thus industrial growth, being determinad essentially from th* outside. 

31.     The approach taken in the Joint Study is that the pattern 0•• dependency must be bro~m. 

Oxis will require a. two-pronged ccssaitment by the developing couuxries.    The first is to a 

systematic bresking-dow of technologies imported from industrialised countries so that, in 

the shortest possible time,  they will pass from the stage of being »ere buyers of equipment 

and technical services to that of acquiring the internal capacity to modify and improve an 

that technology in the light of their own conditions and needs.   The second commitment is to 

as investment in the political, institutional and legal structures capable of generating fresh 

technologies corre«ponding to their OíA development objectives.   Seither process la simple and 

neither should be initiated in isolation.   Since no country is operating from a tabula rasa, 

the particular mechanisms chosen,  and the relative emphasis given *o each of them, will reflect 

th. country's past industrial history.    It is safe to say that imports of technologies will 

continue in most developing countries;    the practical problem is how to obtain these in such 

a way that the best possible stiaulus is achieved for the domestic development of fresh tech- 

nological knowledge.   The Industrialised countries will hardly devote such attention to 
problems that may be of considerable significance to the develops^ countriea but are unimpor- 

tant to themselves.    Hence, it is iaperative that the developing countries tackle these 

matters themselves. 

32.     The two-pronged approach to reducing technological dependence will scarcely be success- 

ful without co-operation among developing countries,  and the reasons for this are not difficult 

to find.    ?irst, the acquisition of information about information is a coatly and hazardous 

enterprise, albeit one that ia li*ble to yield considerable economies of scale;    carefully 

formulated co-operative schemes are thus potentially promising avenues to pursue.    Second,  the 

institutional and legal procedures to strengthen bargaining capacity are,  to a large extent, 

th« product of "learning by doing" in which the experience of some countries can be vital to 

others.    This is true »transfer of technology» which developing countries can engage in 
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together.    Third,  as most of the sodai problem« generated by existing technology are common 

to a number of developing countries,  these countries all have an interest  in seeking out new 

technologies batter suited to their needs.    Common endeavours in research and development, 

therefore,   ought to be of substantial benefit to all ooncerned.    Fourth,   scientific advances 

in the industrialized countries will continua apaca as those countries restructure their 

societies in anticipation of what tome have called the onset of a "post-industrial era".    These 

advances could have considerable effects, either favourable or unfavourable,  on the development 

aspirations of the Third World.    The developing countries, therefore, must   insure that they 

remain abreast of the situation through a system of constant,  joint oonitariiig of these 

advances. 

33. It  is  interesting to reflect that  in debating the lew International Bconomic Order, the 

developing countries emphasize disparities and inequities in the distribution of power,   ino orne 

and wealth among different count ri es, whereas the industrialized countries tend to tali, about 

poverty of people,  which is partly a reflection of unequal incoa» distribution within countries. 

In this context, 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 distribution of technological power, measured, for instance, by the fact that 

over 95 per cent of all research and development expenditures are concentrated in the industrial- 

izad countries, which contain less than one-third of the world's population.    These countries 

naturally develop the technology that produces the goods they need, by the processes that are 

right for them, i.e. labour-saving.   There is no economic urge to develop equally efficient, 

sophisticated capital-eaving technology.    When the developing countries adopt the only available 

"efficient" technology - i.e.  labour-saving - the invested capital is tied up in a snail 

"modern" sector from which the bulk of the population is cut off.    The result   is economic 

dualism and unequal income distribution.    In this way, unequal technological power (or techno- 

logical dependence) between countries leads to poverty-inducing unequal income distribution 

within developing countries. 

34. Given these factors, there would appear to be five main areas in which further interna- 

tional action may be considered^   The first is regulation and control of technology transfer, 

including ways in which the negotiating strength of the developing countries can be reinforced 

and efforts made to ensure that imported technology is absorbed by the users.    The second 

concerns the development of information systems, covering information on joint  purchasing 

arrangements among developing countries, in order that the full potential of technologies, 

wherever they are available,  can be harnessed to the requirements of the developing countries. 

The third deals with the promotion of trade in technology among public and private sector 

enterprises in developing count ries,  drawing upon recent evidence indicating that the consider- 

able technological progress being made in the developing countries can provide a basis  for 

increasing technological co-operation among them.    The fourth covers institutional mechanisms 

to encourage the transfer of appropriate technology among developing countries.    The fifth 

area encompasses 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.    External trad*» «ad industrial redeployment 

35«    Perhaps the most visible area of international economic relatione in which tha developing 

countries find themselves disadvantaged by tha present world ordar ia that  of trada.    Initia- 

tive* to inoreaae tha prie« and volume of developing countr/ axporta have therefore baan of long- 
est standing in tha «ganda of «pacific rafoxna of th* praaant world ordar.    In aaaanca, it is 

believed that thara ia a. systematic bias in tha distribution of baoafita from international 

tr*iaT a biaa favouring tha powerful industrial exportera of tha "Oestro" aa oppoaed to tha 

weak producers on tha "periphery*.    Two oanaequanoe* result fron this situation.    First, Third 

acrid exporta to tha forth seem to ba subject, inasoapably, to sacular adrara* tanna of trada. 
v*ore> important far exports of aanufseturas, a preponderance of intra-fira trada relating to 

exporta fron tha forth. •£»   leads to tha belief that thara may be mora competition in tha price 
drteraination of axporta from tha developing world than in the- price determination of their 

iiporta.    Second, a larga foreign presane*    j. tha export sector of the developing countries 

•ay result in the dynamics of comparativa advantage in tha Sooth being determined principally 

by tha benefit« to be gained in the forth. 

36. Sus* ar* tha broad aspeota of international trada in manufactures which the Joint Study 

ia focusing; on.   In specific tans,  UH IDO is undertaking, in consultation with ÜHCT1D, a review 

of structural trends and those features of trada policy and'practice that, ax« likely to affect 

tha export of developing* countries« manufactures, •iwwiwHwy tariff and non-tariff barriers, 

reertrictiv*- bnainsss practicea, th*. experience of ragionai trada grouping and. associations, 

and. ooasjodity agreeaanta, marketing- institutions and. bilateral agreements.    Ta* review will 

indicate the aaopa for further co-operative endeavours in hazaonizing policies and »-iTHiin«<wg 

conflict.    Prospecta for South-South trad* and regional markets are receiving special attention. 

37. in Una with the industrial restructuring that is proceeding in the forth,   redeployment 

of industries from developed to developing countries is the subject of a series of studies 

being undertaken by OSXDO pursuant to General Assembly resolution 31/163.    The findings of 

this ongoing programme are- to be aynthasiasd and presentad in the context of the Joint Study, 
together with proposals for encouraging redeployment and structural adjustment.    Studies have 

baan undertaken in both developed and developing countries.   Thoae carried out in a number of ' 

developed countries aia at forecasting long-term structural changes in the industrial sector, 

showing; the need for adjustment» and tha acopa for increased indnatrial co—operation with the 

developing countries.    Thsy are baaed on disaggregated, analyses of factors determining the 

«•hanging comparative advantages, and of national policy.   Detailed reviews ar* being carried 

oat' on the impact on employment in various developed countries of increased trade with develo- 

ping; oountriaa.   Tha studies, together with the analysée of the priority areas and deaired 

forma of redeployment as aeen by th. developing oountriaa, are expected to provide a basis for 

assessing actual conatrainta and prospects of industrial redeployment, and for suggesting 

sultanía national and international measures to facilitate the redeployment process. 

38. The prooeaaing of mineral resources in developing countries is considered to constitute 
an area warranting particular attention in the Joint Study.   Por example, soma 20 developing- 

countries depend on the export of one mineral to the extent of between 20 and 99 par cant (1973) 

of their total export earnings, which remain subject to wide fluctuation.    A. systematic assess- 

ment of the prospects for, and economia benefits of, more extended mineral processing in th* 

2/ about half of Quitad States-based multinational exports were inter-company in 1970, 
while between one iraartar and one third of total world trada in manufactures was intra-firm. 
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developing countries has therefore been initiated.    It  is expected,  on the basis of this 

assessment,  to outline policy options open to developing countries  for the further processing 

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

39.    In establishing new processing facilities  in the developing countries, collaboration with 

foreign enterprises .nay 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 

countries,  according to a number of factors,   including the structure of ma.rkets  for the 

minerals in question and the bargaining power of the sellers. 

IV.     STRUCTURE OP THE JODJT 5TUOT 

¿0.    In spite of the screening of issues that  has been described above,   it  is important  that 

the final selection be made only after a. critical review of the areas that 3eem most   promising 

for international agreement.    To avoid the  type of deadlock in which international discussions 

frequently find themselves,  it  is necessary to look for new ideas based on the identification 

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 undoubtedly provide a valuable indi- 

cation of where breakthroughs in international negotiations .?.ay emerge.     Ideas that  are not 

totally new,   in the sense that  individuals  or institutions may have brought them forward in 

another shape, at a previous stage, may bava  a new and promising impact   if brought  together in 

a different  synthesis.    It is in this sense that  the  Jbint  Study is trying to sift proposals. 

A wide range of proposals will have to be tested in a series of discussions with Governments 

and other parties  involved in international co-operation.    The process  of testing and checking 

will result   in a further distillation of ideas.    The final Study, therefore, should 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 describing the proposals them- 

selves, together with supporting arguments and the rationale for their selection.    Annexes 

will give the detailed reasoning behind each of the proposals and include case studies  and 

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