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y ‘hii paper har besn prepared uy the Secretariat of UNIDO in ecnasultation with the
‘rade Zxpansion and Zeonomic Intepration Divisicn of UNCTAD. It defines the
Viles wnieh will be considered at tha Expert Group Meeting and raises some
Smpertant issues which need to be discussed,
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The ,urjose of the ‘ixpert Group Meeting on
Vegicnal Infusirial Co=orcratice is to pernit an exchange of ideas.
Nlepresentatives o five regional groups of Cevelcping countries

eve been invited to attencs The Andean Gro. p, the Central

. . N s . . R , *
American Cormoi Parkct, t'< Tast african Commur'ity, the liahgreb
Ferranent Co.sultrtive Committ o, and re_icaal Co-operaticn for

Tevelo. rnnt,

Hisenssion 4ill be haved wainly on the experience of these
gro.., 8 which are in fact 'suberegional’® jrouvis in the scnse that
they do not include all the countries in one continent. ['owever,
the axperience of Jth.r o_icnal  roups will he considcred whare
apwropriate.

3

U.INC believes that thie Tceting will be nest fruitful if the
ere 8 of discussicn are clearly4defined in advance. 'This ‘''Izsue
Paper® attenptc to define thoese arc.s ond raic. specific questions
for the leoting to consider. The wperts attending will be asked
to prepare their ansuers to tazue ruestic s prior to the teceting
itself,

This raver shoulc be vead in conjunction witli a paper sub.itted

to the l'eeting by LICT D entitled Industrial Inte. ration Tystoms
(TD/B/}SS, 12 July 1971). The UCT'D paper was .rc¢,ared by a
consul tant, llavolock DBrewster; it describes the fifferent aprroaches
adoptad by a mumber ol te_icnel Swoaps and identifiss some of the
common problcems which hav> been enccuntered in implenenting regional

programmes of indu.trial dcvelopment in the 1960s.
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Tev lopios Ml hove roasied oL cochomie importiice for
e of deve topen e 1 o aoeor v Do It T 1d oL dincuetricd
levelo venle Towovor, boo doaut oF 1T 1000l Cue s oriiion on the
induotric't. tron of dov o lorin cotarrio, ar ears to W, heen v oy
stall so for.

Clou.r cconoric co-c v *10n 18 c¥poctod 7o acceler oy wnd hroadun
the rocruns of indu ripsiietion.  copr mest annll and mediun=3ized
Jovelopil.  cowstrros, to0 enlor wnent of the rarket rosultin: {rom

O--opureiticn at the rosicaal level boti broadons the range of

induatries thot can he osuaeli heo and nlaats

to

allo.s mnul ety o

kS

v

benciit foon seonmilag of lovie-scale productions

“

Whilst thoae henoiite

havae boeun o dAi1ificult ta

arc videly recegnized, thoir practicel
The xrert Jroup
penrally copplic~ble wodel

4 the ro

rote

wive

roalization anpear

Fceting is not axpecisd to work out a

of co~oporat ¢ on indust.icl O velopmoent ional loevels

instead it iz copoct-d-

- to sugcest what nigit be ar as sropricte cet of long-trm
objectivee for re cnal progra rie: of indu trial dovelcpment
~nd te conzider 17 liiely rosir ints on tihcir ronlization;

= to ecraminc i aprroachoes adopted by difiooint regional*groups
of countri.s in 1o 1900L wien formulating and implementing
reglonal ;rograuzms of induasty. al dovelopmert, and sy gest

ousible now 2 roacies wiiel. wipght oo auoptnn it 1 708y

- to identiiy the arcas in which 1ooionel act or is jeguired:

- 1o consicor thc instituticnal crrange.onts Ccguir.d 1o

inploscnt suct acliorie

The third port of the paper will ocxamine in Jdetail regional
pap &

action in the folleuin;; creas,

- Tormulating a region.l rro-vaome of indr-:xtrial dovelopment
walch identificd priority industri.s vlirse coe-up.rition woild
be prrticulerly cofective anc pu,lli...lca.ll' foanible:

- Taamining thoe Sonsmibiiiiv of tac i oonlifiod prod cetn aud
a roeln; on & tocandically feasibls o ccacmle 1o gound
distributic, of motacturing lant. ot e il oont
loc tione ir ;oviuer siat o

- nerponizisg oire o, oarcooo1al ocad o oo peaseics formulatod
at t' natbhonal Loveld ac oa oto cnecrr oo Colueipibote the
iemlonoutaticn of v 1eael rrdivnirli 4 orot elg,
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1. Regional co=opuration on inductrinl covelevment is rest

likely to bi succe sful if +h. portnoer Ctvt. 3 have reached matunl
sprecment on 2 a-t of long=torm indugtriliz tics obhjctives for
the rogicen 2o 2 wiola. 1If national objeceives ond plans ars not
molificd to tox. account of th . ragionil obyectives, cach partner
stote will centinuc to think meinly in ternc of develoring its own
industricl mector rather than in t +me of theo industrial eector of

the regioa as o whole.

2. Te industrialisation strato 'y of each partner state at the
national Yuvel usually conbincs a further broadcning of the procoss
of import substitntion vith ti o dev.lopment of export-—cricnted
induitri. s, including €108 which procuss loctl riw materials.
Nogional co--opLT tion can chang. the brlanco of this strato y to the
axtont tiot the lovg.y r jlenal narkct off.rs scopa for accclerating
the proccs of import—substitution L. saking a broader rAngd of
industrice £ asible at an corliur sta o of the ipdustrinlization

procoit.

3e The first uajor opjuctive of regional industrialization

stratoy can therefore be oxpresscd in terme of producing & Li¢ her
provertion of the mannaf: ctured goods roquir.d by the regirn within
the region itscly and importiny lens irom outeide the regione Thio

can be callce. a sulf=8ui ficicncLobj_active.
- A W A - A o AP W = 2 il .

4 If sulf-sufficicncy is sursucd regardless of the costs f
production, manufacturing plantc to serve national rather than
regicnal mark.ts v be considerad foasinle. Dut if the objuotive
15 to buald ~n industirinl sooter with costs which ar. as close 28
possibl. to ot il incustritlized countrics, o plant dosigned to
qorve the rogiosasl maaket 15 1ikely to be more fficicnt ond hence
yreforped.

:

e A socend mogor ohi cidng therefor. iz that of gsinplishing

.- . -

flict .'x_t_‘_i.rgga._s*t’x"_:x‘.;_:‘ e nllow tienuwtaetured goods to h. suppliad

- —————— oo
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at competitive pricas.  If thoe officicncy o bjyoctive 1t s trictly
followed, it provides the b:sis for a decisics rule for anroving

or r.jectiay proves ls for the cot blishment of .. induastry. s.

€e If the development strrtegy of periner stat.o romares i
iner.asing volumc of oxports, thc industrinlization stratoly ney

hav. .. third major objeciive = thot of incriasing .x . xts of manus
foctured goodse. Thio may reduce thw lovel of industrinl sclf-sufiiciency
that the region noeds to 2im ~t, but 4t will pluee v spoeind jremium

on the efticicney objcetive for it roguires that ;roduction ccots in

the region's industrics e competitive 1 vorld markots,

7. The 1.cting ¥ill have to consider to what oxtunt these
objcotives were realized in tlc 1960s. It oppears that olthough
thoy werc usually accopted as notional goals by partne: statoo in the
15608, few r.gional grovps triwnsleted thom into an agreed set of
objctives for the regicnal jprogramuc of industriul development.
Partncr stat.c wore not elinys willing to toke thoe longsturm view
th 't cxtensive co-omeration was cescnticl if they were to devulep o
b.tber dnbogrot d, more compotitive and incro.singly gelf-gufficicnt

industrial scotor for the rogion as n wholc.

E. is o rosult, the dovelopment of industrics which would have
been {wasill: if inplementud as regional proj .cto was postponed or
high-ccst unticnal plants vere ¢st~bliched which roquired hijhor
loevele of protestion than a rogicnal plant would have requirdd. Many
oprertuniti- s to mak. the industrinl scetor of the region as a whole

more 8. lf=sufficicnt and officiont were not teken.

e The Focting will alsc have to consider vhat worce the main
obsticlaeg and rostreints to achieving moru cffcotive co=op.ration on
industrial devolopment. Were difficultice cncounteroc in agroeing

on o s.t of regional objoctives, in tronsformin; ti.av into a regional
presr mie of industrial devolepment, or an implomenting the regicnal

propram-c once i* w.s agreced?
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1C, On: npprcci to regional co=op.roticn on industrial developmont
is tc croecte o froe trade ared O commnon markcet and luave it to
business cntoerprisc ita 10 1o ucrk out uhat forn co=cpernticn should
teke.  Unoer this medes _ov.ranents competu frecly to attr ct
inastrics to loctte in their cotntr , but thore i no contrel
roilotici gihic Adccides waieh cowntry cotanlishes which industry. l/
11, Regicrnal groups cf devele o ing countrics have been reluctant

tc adopt sucn 2n approach becausc it leavus thc cholce of location

of now manuiacturiag plonts gorving the r.;ional market to business
enteroriscs thomsclv.i. Instead they hove tricd to rogulate the
locotion ¢f now regiennt industrice ¢ 2 me ns of gharing the benefiis
of co-operaticn on industrial d.vclopm.ntj in 8ouw grouns, beth

4119 form of rcgulation anc other moasures have bocn uscd with the
opjctiv. of corrcectin: thi existing imbalancc in the *ovcl of

industrinl dcvelcopment of rartncr st tou.

A. ___ Approachcs uscd 0 S:8rs benefits in the 19608

-y

1. Rgloting thy location of now roglomal industrial projects
12. The approach uscd by rcgional proups tc share the locati.i cf
new rogicnal imductrial projocts has usually v.can worked out as an
aftorthought; no provisicn was mede for it in most of the Treatics

ostoblishing the framcuovk for sconomic co-opcration.

13. In Cuniral Amcrica, a separatc agrecment was subscquently
dr~fted called the ‘logime of I?tegraticn Industries™, but it has
proved dirficult to implement. % In Tast Africa, the Komoo'" *graoment

" - - RO S T R A

1/ Tis apprcach has been followed by the Turopcan Foonomic Community.
Recently, tho Seerctaring of the Commissizn oi the Buropean Communiti«=
propared somo o gostions in n lemorandum cntitled “Principles and
conersl dateline s of 2 [aquetrial Fol.cy for the Community'. The

mAin o phrein of diseussion is on m.isurcs which will facilitate gnd
promot. ce=0 craticn bolween ontoryrises located in daff .ront countri.s
rother thon on the contr 1 rogulntion of tnc .stablishment of ncw
induutriwl ont o rpriccs.

2/ hwoagroom nt ~nd the ¢iflicultics cncountored are described 1

the po -1 propared bY o loek Srowster icr UNCTAD cn Industrial
Joteprotion Gy tong parto FE T IO —
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of 1965 sct out which country would be granted the vi ht to eet~blish
a fuw potcntinl regicnal indu.trial prejocts which had been iwdentificd
at the time; when the Treaty on ot African Co-coornticn wow sinoed
in 1967 nrovision was mede for ¢ rogicenal pelicy on liceneing nou
industricl preojscts, but difficulties have becn ancountoered in

i piementing 1it. l/ 19 th.. Andean grevp of countrics, scme industrics
were allocnt.d to the less-developed partn.r stotus (Bolivia nd

. Touador) but the allocaticn of the lrocation of ctacr industrics ie
atill boing studicd; aft.r ntudi o have bewn aade of sulected scctors
(or bra.chces) of industry, the location of now crojects will be the
subject of subscquent ag hoe n.gotiationc. In the TCD group of
ccuntrics, co=c: oraticn on industrinl ¢ ovelepment ung lannched by
dividing respcnsibility for the study of about 50 spocific industrial
Pre jeots betweon the thrce portnor states; as a gunoral rule, thoe
country mide rosponsible for studyin, oncl. projcet has been allovied

té implumcent the prejecte A number of goneral rulos were agrocd for
tho stablishment of thesc novw re icnal induutriua,g/ but nogotiations
on nach projuct have procceded on an ad hoc bzeis. In the Mahgred
group of countrics, studive of potuntial regional projeots have

buen made by thc regional secroteriat; no formal mcchanism appeoars

to havoe boon cstablished fur veaching agrecement on their implomentations

14. Henoe it appuars thot the allocation of industrial prejecis
botwcun partner states has besn the subjuet of ad hoc nogotiations

in most of the regional jroups. The cconomic oritoric uscd to meke
the alloocation (if nny worc uscd) have romainut ocnfidential. The
eritcric may have becn au simple ~s the formula uscd in Central
Americe which requir.d thot no ecuntry should have o sucend regicnal
industry beforc ..ch partn.r etate had onc of its own, If no oritcria
woero used, the azrced packa . may simply roflect what woae acceptable
to all tho partics involved ot the time of thu neootiations,

-

1/ Somo roascns for this arc given in the UNCTAD paper, peras 15-TT.

g/ Agreoment on the Promoticn nnd Operation of JointePurposc BEntcre
prices, NCD Scerctari t, Tehor n 1967,

3/ See UNCTAD puper, paras 87 = 105,
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2. Yoasur : favewring lecatien in less=dovel bod_states
15, I addition to rosul tieg the loentien of now rogicaal industrial
projuects, scnie rogseontl oroups hove used 1 irict m.oasur s to caccurago
the locaticn T now industricl pr j.cta in 1o o=doevelo nud pertnor
gt t g. In ™Mot africs, trossfor taxes hove boca purnitted with the
»nl of achivving brlame.d trad din Aoaulctur.d cude betioon
partaer state..  Cut roce zadzing, ot such o bulhnee meght be achicved
wailgt there is still an iwbal>ace in the level of industrial devolep-

ment, tihe regho ol deviolenaont bank has boen din cted py the Treaty

t~ allocate o higher prepertion (f its lendin, te Tanzanic ond Uganda.
In Contr:l Am.rico, reli—nce was initinlly plana.< in the Trc.ty on
morc gencrous incontives for iavestment in tho le.s=dev.liped stntoes;

14 hac bewever preved difficult to implemont these plons,

3. Fiscal coupensotiin ag a means (f sharing ber b.n.fits
16, Vhore tho above direct ~nd indir.ct noeaenres ucre considerad
iasuffiei-nt, » fow regical greups roscrted to fiseal conponsaticn
=8 an altern=tive or supplunontary mot«d of shoring bencfits.  Fost
Africn triod this approach ot cne timej it ~ppucrs to be the principal
means of sharing benofits previded for in the Treaty «f the Contral
Africen Customs and Secaemic Union (UBE.C). Tac subject hes bLeen
sxarined in dotail by UHCTAD, -l-/ It is montioned hore so that the
woting may ccnsider it as une part of the alternative mechanisms for

shariy; the benefits or industrial co=oper~tion.

De.....Possible nu an weaoncs for the 19708
1. Cuiteria for mensuring ond sharing t. benefits of
goruperticn
17, Txporicree in the 1060s,tien, suggests that ne regional group

found it persinle to d Cine in precise torme (2) bew tc measure the

Sapa s s s mr v e

1/ 1sc“_'. Srhioas? 'tll'“'__“s. JORCETR o_pf cl ntrlbutl ng ti an uCﬂll’b’\.bl\
01 trlou’uun of tn e .,t.. Jn( b\ o flto ;xugc1 1. d mtl LCur ncmlc
LTonpan s i m da v\,l<pln£_,_ v(antrl i.s, o tud.y prpared Tcr TNCTA™

by Tref maer T. Prbsen, 31 ouly,1570, deewr.at TD/D/322, UN 3alcs
TL.T1.11.D.5. v.nl wble in ny;lisl, Proucih aird Spanish.
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cests and bencefite (f rogionsl comeporatici, nd (b) what c.onstitut.d
an cquitabls distriouticn of costs and bonofits noti_on partn.r tates,
However, since rost of tle difficulti o oo rocala,. rreemont on the
approacii t¢ by adcpted in imploacnting pro enmmoe f 12du tricl
developricnt weuld be cascd if thesce mnteors cruld b b7 S TOR TR ¥
measura 1o turos, it wos wort) considoring ohat i nomic oritoria
might bo usad.

1C, Vericus ~ltorn~tiv. uyg o0 rmeeuring tie benefits con b
considoreds  If o wide definiti-n of boncfits is t¢ b ut..d, balanced
trode in manuf ctured cods wit', othor oumb » ~totos can be ernsidered
as the rineipal ~1; ~ltorn tiv.ly 211 trode in wanufactured gcods
(th:t 18 inclucin wzcrts tc £ ird countrios cutsid. thc rogicn)

©n be the crit.ria. Beth critoriz have the defuct that a balanee

in tr de mey be reachod whilot countrios voncin ot wery difforcent
levels of industrial dovel pmont.

16, If benefits are thougit of in turag of new industrial production,
the "voluc=nddeod® in the manufacturing process of cach new rogicnal
industrial precjcet might be tac rineijal eriteric. Tuis oritoria

hag the defeet thet it igacres tic bonefits and cests of inereised

trode derived frow inercos.d producti noin existing indutrice as

well as thoe b nefits of Jcovor coats achieved in larger plonts. It

is nlsc difficult te imploment becausu of the difficulty cf defining
what 18 a "new rogionnl industricl projeet” and how  "waluceadded!

18 t¢ b moasurad.

20, Othor wnys ~f measuring bencfits and costs have ne deubt beon
congidercd by regicnal srows, as thoey hive Yy UIIDC . .nd UNCTAD.

The leeting may no.d o consider seme of thesc., But the mein focus
of discussi.n should be Cir.cted net te theorctical ccncepts but to
the proctical preblems of using these conecpts te holp govornments
¢f p.rtncr states fermulate ¢ politicalliy acceptnble mechonism for
roe.ching agrecuiont cn the shnring of the beu.fics and costs of

cu=cperaticn,

21. Co=cp.ritirn on industrial duvelopment is net the only arca
in which buncfits arc roeclizod: ben.fits in this field have tc be
censidered alengside tic < thr mesurablc boncfits of cconemic

co=operaticn in sceto s osuch ~8 A ricultur. | tranLpert, power, cte.
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22, Diccussicr at rhe D'eeting ray tierefcre hiow th t economic
comsapation 1 to a lar e exteat n nct of faitli. The costs and
benefits arc significant Bt inessible te anticipate in alvance.
“len views! in tU1: way, the jroblen of sharin, benelit. pecomes not
a0 moch one of estn liohl oand av lyin: theoreticdl criteria, but
one < f devisin an ap ropriat negotiating forum in iieh the
necessary 17181000 Caa L€ wih€n at the ro i 1cl level as and when

required. y

¢. Thrce jo sible e o roaches

AR qome of the issues wlich arise in devisin_ a new approach
h-ve been censid:red 1ia 4 ¢ paper prepared for UNCTAD by

Navelock 3reowster. ?/ Tis shows that is is extremely difficult
to prepare guicelines W ichi can be applied to the difrerent circume
stances faced by Jifferent regional gro.ps. The !.-eting should,
Lhowaver, consider . etinr theer are sone now approaches wiich mi:ht
ve concidered; three sjecific prcposals are sugoested below to

sup lemeut thove made 1n t.e UICTAD paper,

24, ‘Mere partaer statou nsed to react o reeci.eit on the allocation
of & group of ider tifled projects, tlhe principle of asking partner
Ltates to make fin ncial hids Jor tic new resional industries might
be considerca. The auction wculd establish viiat value each country
placed on ohtcoining the right to snts lish each industry. The bids
could be adisinietered by a clearing system which required outstanding
bal. ncos vetu.en partner stat. . to be scttled either 1n cash or in

trade in sanufactured gooGs witiin a specified period.

25. A major obscacle to partaer states reaching agreement on the
c-tablishment of only one plant to supply the regional market has been
tLat all countries cxcept tlie country in wiich tue plant is established

f.ar that they have forerone the opportunity to ¢statlish the industry.

o -~

_1/ The type of 1at.Te;ove romental negotiating: wachinery used by

regional groups ans the role of th» regional secretariat are
corsidéfed in part D of tihigs paper.

?/ See Industrind Inte ration Systors, Chapter 111, Guilelines for
the soliitor of 1ndustrial allocaticn provlems in regional groupings.
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If, however, the establishment of t..C 1ndusiry 1: bascd on urchasec
com 1ttiments v .1cl last for only 5 or 10 years, thea one of the cther
pertner stat s will o v the opportunity to est-blish o copoting
plant at a later cdat . The Neeting mi Lt, therefore, consider whethior
groator use cculd be rnad. of this aprroac. and .hat rules need to be

established to iiniplement it, y

26, If co~cpcration on the developmunt of one branch of induutry

is uscful and politicallv accentablec, it may be worth considcring not
onl mlti-naticnal ownsrship 1ut also « division of proguctien (and
ience investment and employment between partncr :3ta.tea.-/ A holding
company wit) multienational ownaershin and pl.nts cstablished in all
partner stat:s could be ma’e responsible for supplying the rogional
demand for a sclected group of products. Any deeision ou the
division of production could then be based on technical and commcreial
considerations as well as the wishes of governments who cculd be given
& majority of the voting ri hits on the holding company's Board of
Directors. The iiceting might well comsider the details of how this

approach could bc developed Az a practicel proposal,

1/ Sce the UNCTAD paper paras 153 to 166 for a discussion of the
time period, pricc arrangemonts and enforcement of such intere
country sales agrcements.

_2_/ It appears that by considcring tiac entire manufacturing .rocuss
of many industrics, thore is a rcal potential for sharing production
by allocating ¢o0 different countrics diffcerent stages of the
manufocturing process. 3pecializztion can be arranged in many
ways, including (}) the assembly cf diffcient models of the samc
product in diffcrent countri.s, and (2) the production of purts,
components etc. 1n different countri.s.
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A Formulatily, 1 re toucl pro yamme of i1ndustrial development
217. The previous section sheed that re ioral co-operation on

industrial development was most effective when a substantial number
of potential regioral projects were identi1fied because this permitted

implementation of a poeka e of orojects to e shared by partne- states.

28. o identify the oprortunities for new industries, some recional
groups have examined the combined structure of the industrial sectors
existing in member states and identified the gape which needed to be
filled. Where this approach wes folloved systematically for the whole
range of manufacturing activities, a wide renge of opportunities for
new regional industries were identified. Where it was not followed,
the range of pgtential new regional industriec tended to be too small
to satisfy the political need for an equitable sharing of new projects.
29. Co-oneration was most effective when the branches of industry
which were examined wore those likely to produce new investment
opportunities. Most regional groups therefore concentrated on

gtudies of intermediate and capital goods industries, where there

was little existing industry and new plants to serve the regional -
market were likely to be a sound first step in the developmeni of

the industry. VYhere planning efforts were concentrated on established
industries like textiles, the study found fewer new investaent
opportunities; it also identified problems of adjustment if the
benefits of specialization created by the rezional market were to

be realized.

30. Althoush the need to develop 2 more comprehensive regional
programme of industrial development was often appreciatcd, most
regional groups concentrated their planning efforts on a few branches
of industry. The mecting might consider whether this more limited
approach was due to
(a) a political decision to attempt first only a partial
approach,

(b) the failure to defi?e rosponsinility for studying each
Lranch of industry=/ ; or

- -

o o— e — e D —— - — —— ——

l/ In some regional - roups,; i wes not always clear whether the
slavnine studies were tc be made by individual governments, the
ro 1omal secretariat or the regional development bank; in other
cases it was aot always cloar which cowntry would he resoonsivle
for oxomininge cach branch of industry or each projeci.
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(c) the lac’:/uf‘ rcsources tc undertake the neccessary
studies™

3l. The desirebility of hermonizinz national plans for industrial
development was accepted as an importent stiy in formulating o
regionel prciramme of industrial devilooment, but this approach
wes seldom implemented in prectice. The meeting might consider
whethoer this wee due:

(a) to the fear thai nrojuots identificd in one

|
country's national plan might be implemented by 1
anoiher country, |

(b) the fact that national plans either did not oxist
or were only preparcd in the form of indicative
plans which did not claborate specific projects,

sovernmentel machinory for implementing such »
plan harmonization exercise.

(c) to the failure to establish appropriatc inter- i
3a. Where sovernments had established only broad indicative
plans for industrial development at thc national level, they were
foroed to evaluate cach pronosal for a new project as and when it
arose. For this purpose, & number of internal decision rulcs were
presumably established for accepting or rejecting project oroposals.
The meeting will have to consider whether regional groups can rely
on a similar approach and if 8o what criteria should be used to
accept or reject specific projeet proposals. The critcria used
for such decisions will presumably be the same as used by »ariner
states in deciding what are the "priority industries” on whioh
investment should be concentrated in their own national nrogrammne

of industrial development.

33. The mceting, tlen, might concentrate its discussion on two
central issucs. Is it really feasible to »Hrepare a detailod
comprehcigive rczional jrogramme of industrial development? And,
if not, what ‘ype of arrangements should be made for deciding
whether or not the rogion should accopt or reject proposcls to

establish specific new industrial projects.

1/ Only in a few cascs have thc governments of partner states
spcnsored and paid for a joint resional study of the future
development of one branch of industry. The studics made so
fer have usually been of epecl ic projects rather than o
Lranch of industry as o wholc! they hove been made by cither
potential sponsors of the enterprise, or by indivaducl
governmenis at thzir own expenss, or by renonzl institutions
using international assistance.




Provaring Industricl Scetor and Project Studics

N
L)
o

34. Or.cc the outline of a comprchensive nrovramme of ro, ional

industrial develooment hes becn prepared cach gector of indusi.y

noeds to be cxamined from tho neint of vicw of the requirements of
the re~ional markct. Such scctoral studies examine the pattcrn of
futurc demand in the rcion  and opjortunities for arran, ing some
speciclizaiion of Hroduction witiin the region so thot different
models of the same sroduct orc nssembled in different countrics,
diffcerent stajes of the manufacturing process are located in
diffcrent countrics, or tiic Hroduction of nerts and compononts

is locatcd in countrics diffccent from thosc used for agsembly

of the final product.

35. A number of attempts hove been madu to formulate secterel
»lans in this way. The Latin American Free Trode Association drafted
vcomplimentarity agroements' covesing & range of »roducts in order
to ne otiate trade arrangemente betwecn member countries which

would permit new production facilities to be both specializod and
complementory. The iniative for drafting some of thesc a. reuments
came from larzc multi-national corporations who wented 1o plan

the future development of their menufacturing plants in Latin America
on & recgional basis, Hovevur, mosi of the a reencnts cover only a fow

member countries of the Latii Amcricna Frae Trode Association,

35. Other re ;ional grou)s oficn omitied the stafo of preparing
scctoral studies and called straich! away for the preparation of
frosibility studies of specilic Lrejects Both the Andean and
2CD group of countries made the jovernments of partncr etatles
responsible for pocparing feasibility studies of specific orojects,
although they also found a nced to preparc some broader studics
of certain sectors of industry. In Last Africa, tho regionel
development bank hus made some scctor studics with. the help of
UNIDG 2nd the regional scerctoriat hag commiseioned others;

these studies are cxpected to le~d to the identification of
Sotentizl neu rerion:l projects.  In Coriral America and the
Mahgreb, scoional institutions have made studies at both the

gectoral -.nd oroject level with thic help of UNIDO,

37 Howover in cach rucional [roup, cach country has continued
 votect ils own intcresis by meking its own studies of many

STujests The Meeting will thercfore have to consider how the
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scrice of sectorcl and rojeet feanibility studics con ve
co—ordincted by reiioncl institutional orrangements so thot
duplication of eoffor. is avoided, all scctore of industry
arc cventuelly covered, and cach siudy is ayproached from

& rejional point of vicw,

38. The Mceting will also have to considor how much detailed
enalysis the scetor and projcect studies should contain. Should
the scctor studies mercly be sufficicnt for the renrceentatives
of partnor statcs to deecide vhich country is to bc responsible
for implementiiy; each oroject, or should they provide sufficient
information to comsider verious alternative ways of dividing
production hetween pertner states? Should project studies bo
more like pre-investment studics sufficiont to attract the
interest of potenticl investors, or should thoy contain a more
detailed analysis of the techniccl and occonomic fecasidbility of
the project?

39. The Meeting might also consider how to ensure that those
studies are comploted quickly. In tho HED croup of countrios,
therc waes littlc incentive for sovernments to completc studies of

a project becauso allocation of rosponsibility for preparing tho
‘ foasibility study virtunlly onsured that the country would
eventually implement the project. In the Andcan group of countrios,
& timetablc has beon specified both for the proparation of & feasi-
bility study and for compluiing construction of the plants; tho
right of the country to implemuiit the project has becn made
conditional on satisfying this timotable.

C. Fbr@g%ptiqg»a sot of policices to ; 1
programme of industriel develooment

40, A clear definition of v country's industrisl policy at
the national level requires the Government to clarify in advanoe
which industrial projects it intends to implomern.: itself uvndor
majority public ownership ond control and which it intonds to
lcave to tho iniative of onterrrises with prodominnantly private
ownership. Furthermorc, in thc casc of thz loter category,

the arcas of indusir; which are open to forci;m investment and
tho torme and conditions on which it is accoptable nced to be
defined.
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1 The scne holds truc D & group of developing countrius

who wish to promote investrnent in industrics to scrve the

orou) defined

rerional mosket. I the 19003, no re ional

vhel might be celled 2 rc 1onnl Dolicy on owncrship, althow h

the Andcon Group of developing countries clarificd its policy

on forcirm investment in 197C.

42, The Meeting vill wnot be asked to consider what & rc:ional
srowp'c policy on otmcrshin should ve (that 1s for the Jovernments
of narincr stotes to dcoide), but only vhether o joini clasifi-

cation of ro_ional policy is both dosirable and uscful.

A3 Mopt of tho reionel groups rolicd orn cnterpricos with
predominantly priviic owncrshipy to implement r csional industrial
nrojeete iu the 19508. To be willing to invest in such projects
potential sponsors ex>cct the poartner stotes to have a clearly

defincd policy oni

(2) access to morkeis of righbourin; countriocs

(b) protection from compcting imporis from outsids the
region

(c) import duty concessions, &nd

(d) incentives for new invesiment, etc.

The Mceting will heve to considor whether or not the lack of an
agreed reional solicy in thesc and other ~reas of industrial
policy has been an obstacle to- the implomentation of regional

projects. 1

lccess to regionnl markcts

A4, In the 1950s, very fou rejional ;roups crectod conditions
in which the sponsors of new rc;ional projects could focl satisfiod
thot thoy would have access 70 the markets of neighbouring
countries for o fixced period of ycars (say 5 to 10 years) or better
elill on a permancnt basis. “horoe o common market was thc = rced
framcwork for co-operation (Beet Africa and Central Lmerica),
sovernments ruverscd ~olicy and implemented transfer taxcs or

othcr obstncles to  froc trade. Where o projcct=by=project

l/ Other oolicy nicas vhich appear to be particulerly important
are taxalion of industiricl ¢ntororises and the harmonization
of iutlional Holicies on product design specifications.

e S
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approach to industrial co-operation was cnvisarted (7CD wud

the Mohgreb), sponsors of row re donal projects had to rcly

on thc nciotiation of ad hoe ajreuments to liberalize trade

and the subsequent willingmess of [ ovornments to k.oep thesc

in forcc.

45, S»onsors of new rorional projects were not olways suro

ef the lovel of protection whiceh they would veecive from
competing imworts from cutside the regicn.  Some sroups worc
in the process of nerotiating a common cxternal toriff in the
19508, but the principlos on which this wes o he cstablished
were not eclways cleer; as a result ad hoc chenges were not
common. Wherc the level of provection was esteblished o6 an
average of the leveols in partnor states, ithe level of the
common tariff did noi nlways takc account of the possibility
that the larger regional market should promotc lower costse of

production rocuiring lower 1levels of protoction.

46, Import duty concession were offercd by somc countrics as
poart of their nationnl policy; o common regional policy, which
was likely to have strbility, was only implomontod by some of tho

rogional groupe. The nced for import duty concessions wes
gscldom questioned; it might well be questioncd on tho grounds
that this typc of concession discriminates in favour of new
cntorprises and discourajed sroater ruliance on purchascs of
locally-produced supplios,be they capital soods, intcermediate
products or raw moterials.

471. Investmeni incentives romained the same in the threo
countries of Last Africa thorughout the 1930s. An agreoment on
the harmonizotion of incentives was ne;otiated in Central America
but never cffoctively implomentod. Harmonization of incontives
is beoin_ considercd by thc Andoan grouwp of countrice. In other
gcroups, difforent national policics continucd to prevail. It
appears that the scope for providing special incontives for
re;ional industrial projects whosc gencrosity veried sotas to
encourage investment in the projects to whose implementation

the reoion attached the highest priority wes unly considered

in Central Americo wherc the harmonized incentives would fuvour

such projecis,
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v _ LG TUSTITUTIONAL A AUGEMENTS BEDED
TO_IMPJUAIT ACTION I THLSE A DAS
20 The oreovious seciiows of this ofper nawve identified and

discussed some of the orcas in which action is recuared to
implement & re ionel oro .omne of industrial development. This
action nceds o bu co=ordinited oy approprinte institufion&l
arran;gements and implomenicd Ty subscquent cction ot both the

ceoional and nationel level.

49. The policy of a rcjionel [roup is usunlly dctermined by
reprceentatives of the sovernments of partner states at the
Ministerizl level. In some roups, the main emphasis of the
reionzl sroup's octivitics hae beon on industrial co=-oneretion;
but in otiers, industrial co-opcration has nlayed & less
important role. In both cases, detailed proparation for policy
dccisione hos becn undertaken by onc or more committecs of

senior ‘overnmont officials.

L. The rolc of the resional secrotariat

50. The Mueting will nced to consider whot role the Regional
Scoretariat con olay in helping | ovierpments formulate o prosramme
of rction in the arvas dcscribed chove and whet type of
institutional ~rran;jements cre required to cnsure thet decisions
arc token by the jovernments cof portner statcs as and when recuired.
The vole which the 'e_ional Sceretariat can Dlay in formulating a
sroqroamme of cction depends on the responsibilities which it is
¢iven (or which i anssumes) end the resources it is provided with.
These factors have varied from group to _roup; so too hes tho
support which parincr states have siven to the whole movement

of cconomic co=operation.

B. The necd £aor o iimetable of re¢;ioncl action

51. The benefits of co=operation arc usuzlly difficult to
measwre ~nd slov to mabterialize. Repional scerctariats appear
Lo hove beun most successful in sustaining support for tho
r¢_ioncl Dio ramme of ~clion vhere clear plons have been made
end  overmmenic nre asked to reach decisions according to o
sohecific timeiatle. A timetable determines which areas of

action ore to bo necorded priorityc it also shows that aciion
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needs to be phascd so as to allow tame (c) to collect bosic
information, (b) ‘o cualysc this and produce o draft o orcement
and (c) 1o prepare a final agrecment for approvel by the
rmovernments. The timcrable provides overnments with a
renlistic ascossment of the contribution their officials will
have to makc. Pinolly, it shows how frequently and at what
level governments will nced to scnd ropresentaiiv-s to ro ional

mectings.

C. Establishins prioritics from the threc main arcos of re jonal
action
T SR~

52. The arcaa of action which the lcioncl Secrcotariat has

to plan can be group under threc headings:

(a) Tormulating o re;ional prograwme of industrial
development,

(b) Betoblishing rojional policies to fecilitate its
implomentotion, and,

(c) Action taken by other rorional institutions.

53 The orincipal issues in devisin oopropricte arrangements
for formulating & rozional prosremme of industrial dcvelopment
appear to bes

(a) how to divide tho industrial pro:romme into scciors

which arc maungenble units for plamning purposes,
and hov to allocete prioriiivs for their inveatisations

(b) how to allocatc rosponsibility for siudies of the
various industrial sectors betw.en the regional
gocrotariat, othor ro;ional institutions and the
sovornments of partner states;

(c) how to decidc which projects should be investiznged
ag re ional rather than nntioncl rojects, and vho
to meke responsible for thesc studiess

(d) how to include oxisting onterprises and other potential
investors in tho plamning excrcise.

54. The principal issucs foced in drawing up & timcteblo of
action to cstablish rcgional policics to implement the regional
programme of industrial development ad)ear to bet

(2) how to cstablish prioricies for the different arcas
of 7olicy in which a now rcgsionnl policy is regquired;

(b) how best to arrange for spscific proposals to be
formulated, discusscd and subsuquently a'rced by
sovernments.
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50 Leidlon 1n ih coov fillde pey Teoor aniced and
co—ordincticd v the v qimn) secretormact: it may Do
cesisied by the rooici .l develo mont Boank find o sunarate

roionnl indusiioing coulics eonire (i oo viists).

SNy Imteruntioncl cssistance mov be obt~ined from UI'TDO

for Hreparin; ~ v ionnl soogiaemme of industricl develosment
anc studyin; individusl scetors ond orcjeciy, and from UNIDO
(industricl wlicies) and UiCTLD ( -oode policics) in orepering

the policy fromevork rogidred to imoloment the Jro romme,

57 There ¢ru o wide ranro of other ~etivitices in vhich
action mey neod to oo co-ordinoiod ol the re;aonal level;

there ¢ nlso o number of sorvices for induc ey which may e
most cconomicr 11y »rovidid by o rejdonel rather than o netional
institution vherce the Leriner states .o small countrics. The
Neetin;; night considor vhoiher o scparats re, ionel institution

is a suitabl. woy to porform the follouing rakay

aroviding {inence for industrial Jrojects

investmonrt promotion

(1)

(2)

(2) c<xport promotion

(4) stendordizaiion of product spccifications
(5)

industricl rescarcn
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VI _ LIST OF TVIY QUISTIGIS TO 34
COSITIED .\, THD HEDTING

530. Discussion ~t the Txuort Grouvp Mocting is expccted to
concentrate on providing, casuers to some of tlic following
queetions. Tho Mecetin: itsclf must decide which gquestions
can oe uscfully answe.oed -nd which cannot. The list is only
su;estivey it ie not intended 1o o oxhoustive.  Obher
questivne will no doubt Lo raiscd during the coursc of the

Mceting.

I1_CBJECTIVS

1. Douvs effoctive co=onmeration on industrial devclopment at
the reionel lovel require the formulation of a resdonal
strote y of industrialization? What should be the »rincipel
common re;icnal objectives of this stratey?

that arc the principal obstocles and reetreints in
trongfurming this sirate;y into a detailcd and comprehonsive
reional projramme of industrial developmont?

111 \LTENATIVE APPOACHDS

3. Whct have beon the main oustacles to effcctive implomentation
of & pro wamme of industrial co-opcration in rezional ~roups
which did not lihoralizc trade within the region on all
manufactured Hroducts?

VYhet hove been the mein sbstacles to regional co=operation
on industrial development in resional (roups which cither
have or arc committed to liberalize trade with the resion
in all manufacturcd products?

Should r¢ ional ;jroups continuc to aim ot nomotinting a
"balanced packa " of industrial projects as the principal
meons of shoring benefits? Should the “balanced package"
consigt of projects in onc branch of indusiry or cover o
broader ran,;c of projecte?

Con an improved definition of the cost and benefits of
cu=opurution help partner stotes rcach oy rcement on what
constitutes o "balanced jpackee" of industricl orojects, or
will it only be feasible 1o negotiaie such agrecments?

Can on auction of sotenticl projects hel countrics reach
cn oagreement? At what level of decision-makins should

such agrecements be ncotiated?
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/. Lo omdiam=tern (5 00 10 vears) inter-country snles
contracts o ugeful tool for hel)ing, countrics t.
srotict thedr lon =toeem intercots wilen o oTecin, on
1the allecntion of re bonel 1adusirinl srojects?

2. Is the sooostion f -~ bkoldain eomdany with multi-
oationnl owncrship wnd production units located in
211 sautnor stoies o proeticend oooroach for
imploementin co=npernting an one bhrench of industry
with o defined 1w ¢ of oroducts? "ot tvoe of
studies neud to boe mede to further investioote this
oaroach?  Uio should make them?

IV_ATEAS TV VHICH "EGLJiLL .CTI T IS RLOULITED

Eﬁ?@&?ﬂtlﬁ.lﬁ“%lﬁgiﬂnnl LY ramme of inlustrial development

e .

9. Should the frmulation, of ~ ro 1onal pro romme of
industris.l develognent attempt to cover oll sectors of
industry? (o it Qo eo withcut thoe o reement of Dartner
states tu cxamine the necd for hormonization of their
w-tional lins?

10. Whot critorin can be su ested to sclect industries
suitable for inclusion in the ro ional projraomme of
industrial dcvelopment? What critceris should be
uscd to determine the priority sectors and projccts on
which investuent should concuntrate and an appiopriate
time shegia for their implementation?

Mokin . indusiricl scetor rand project studies

11. What tyov of informntion should be included in the study
of the future develooment of one branch (or scctor) of
industry ou o re ional basis? Should the study comsider
tochnically fonsible and cconomically sound elternatives .
for shorir, roduction botwoeen countrics bascd on
eoecialization ond complementarity?

12. What ty ¢ of inforeastion should be included in studics of
individuzl Drojects?  Should there be a detailed study of
ceonomic ant technical fuieibility, or should there be
just sufficient information to attract o notential investor?
111 additinnael informetinn be required for the nerotiation
of o "halonced onckn ¢ of projocts?

Formulatine 2 sct of solicice

—

13, Is it we ful nnd [ozible to work out 2o oreed ro ionel
industeinl policy on the ownorship of industrial projects?
It it necessary  to harmonize national olicies on forcirm



14.

15.

1o,

17.

18.
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ownershipy and the terms cod conditions for ctiracting
forci'm technicel know=iow ~rnd investnent?

Ig & ro ioncl licensing systcm recuired to enforce
imblementation ond srovent abusc o1 on o, rosd
whrlanced dacka ¢f of ro ioncl industri~l Drojects?
Whot are the advant> s and diswdvont. os of such -
system?

Given the nccd for uarantced ocecess to ro ion~l morkets,
con re’ ioncl co-oncration on induntrizl development be
successfully implomentod with arrna :omente for liberalizing
intro-rerional trede limited to only the “roducts which
arc the subject of such co-=oneration or must trode in

rew matorials, jorts, components, ctc. bLu liberalized

as wcll?

Can sub=re-ional projocts be succcsafully promoted without
estoblishing o common external toariff (a) for the finzl
product, (v) for imported matcrials, oJarts, compyoncnis,
ctc? Whot criteric should be used to ostablish the lovel
of Hrotection from imports from countries outside the

re¢; ion?

Is it worthwhilc establishing n common solicy on import
duty ccncessions, (benefittin; only now entcr;)rieess or
{8 it better to modify the toriff structurc (bencfittin:
cxistin, ns woll o8 nuw cnterpriscs)?

vhat orinciples can be su pestod for formulating a common
ro,ional policy on investnient incentives?

v _INSTITUTIONAL ATCRANGEMENTS

13.

20.

Yhat rolc chould the resionnd mearotariat play (a) in
formulatin ; the re-ional programme of industrial devclop-
ment, (b) in preparisg industrial gectoral and project
studics, and (c) in formulating the sct of solicies
requircd?  Which cctivities should be [iven priority in
the timetable of re-ionnl action? Whet kind of rosouroces
will tho rceoion.l scerotariat require to implement the
surested progremme?

How frocucntly cnd at what lovel of rcorcsentation should
gJovernments moet to implcment the agrecd pro/remme of

rc donal nctim? What kind of resources will ~sovernments
require to play their poart?




4.





