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SUTLARY OF JRICIPAL CCUCTIT. ¢ ™ AMD Sl STT 1o
1o UNIDQ, in ecmcpomnti oo v1th NETLD, convened a mectinge of exerts
to censider regioaal co-cperation wong roups of leveloping countries
in the field of industriii develcpmant,  The meetin , “eld 1n Viemn:
from 6 = 10 Decembe, 1771, .4 attenied by repesentatives of three
regionzl groupings. United Net.oone Laviser. to (wo cther regional
Loupings, and twoe indeperdent coenscltant.s.  Theoe axperts, altended tle
meeting in an 1adividval capaeit: . Therefore, te findin = of the
meating renortod belov do Aot necernarily reprosent the views of the
regicnal secretari=’'< or the gov rmments whom the  serve. Jtall membars

of the IMIDC and MCT.D .ceretariats alsc attended the meetin -,

2o It was noted thut the m:cting had been ccuvened at a time when a
new momentuin had been developed in a nunb 1 of tle regional groups wio
had been invited to p rticipate i the weeting, lessares from hi
level officials of these yreups vie were unable tc attend the neeting

gxpressed thelr support tor tie meetin: and their intorest in the outcome.,

3. In his introductory address, the Ixecutive Director of U:1no,

re I. ii, Abdel=lahman, noted that the increasin’ interest in economic
co=operation amorny devclonin: ccuntries was be;innin; to produce positive
resulte, However, in tie field of industrial developueat, the results
20 far had been disappcinting., The meeting should he realistic amd
recognize the constrainty on comoperatirn. ‘ile spirit of comcperation
had taken rencrations io develop in the industriclized countries and
gome wav.riliay of spirit, some ups und downs, an sore rcugh political
bargaining ere onlv to be erxpected before the full benefits of
co=operation weie reali:sed, The raited 'mticns had given high priority
to supperting regronal oranizations and i17IDC weull continue to offer
both advisory secrvices and a4 cistance in the cenductin : of feasibility
studien of regicnal ind otrici projoets. owever, whi st theoe was
nuch to be gained 1wy sonbining matiornsl markets and oling resuurces,
regivaal roupings shiould not Coooet the nead to develop a capability

. L3
to surin, international markels o utside the reg1tl,




he ro Le fuav, t.ac Dirccter of the Industricl Teiicies and Frogramming

Divie on of UMD, a1adic ted tant e moctine o8 intended to permit an
inf-rel and frank discursion and exehange of expericnce auon: the res-

pensible cxesutvres roov Sontinc voorenal geonge on thie basia of waicih

oreas of ccb onomn it e adantafied. T.1 could belp aloo the interested

internatioa. ) or_anisn tions hett s to woiderstaod the | rectical sroblems
«f developing co=operaticn in the £i-10 of inductrinl development and
what kin! of ousistence they leoted o fren the Unitng aticns.

lr. Deliado, Direccter of to “yade xpanioa and ‘iconorilc Integraton
Division of MICT: D, welcome! the on..ortusity for co—oreraticn with
UNIDC W ich this mecting proviced.

De The meeting discu sed a vide avenda wiich considered alternative
appreazhes to reguenal infestri .1 co=operation and identified the creas
of action for the Tericnal Lecretari t and partner states. The meeting
did not try to -valu.te pant cxperi-nce; rather it identified and noted
the constraints, rebleir: and difticulties which regional groups had
faced .id congidered possible weys of cvercoming thesc difficulties.
e rincipal conclusivne of the Jeiiberations of *he meeting are

swan e zed Helol e
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6. Regional industrial co-operatinn aims at utilizing the r- sources

available in regio.al groupings of countries in such a 'ay as to ine
crease the cohesivencss of the economics concernec, aond, by this means,
both to accelerate their aconsmic developiment and to inere: se their

ability to nontrol ti- rate and Loructure of their development. tony
developing countri = ars involve! in ¢xisting schemes: others are

| concerncd currently in the formatiun of new cronps.  The meeting uoted
thet ceopitc the fact +lat the benefits of regional industrial co-ope-—

ration were widely rocognized, rasults had so far been disappointing,

T+ The rceting reviowed the reacons for these divappo:nting rosults,
Regicnal co-operation for industrial uevelopment could only advance
where it ic clesrly seen to ‘@ in the intoreste of eacii membur of the
group. The major problem is that whereas the chief bencfit to the
raegion of a well-rticulated resicnal progromme of indust.icl devolope
ment is of a long-term duvelopmental character, its in,act effects are

often seen us resulting in an inmed:ate loss of opportunity to devclop
desired industrics,

8. In most regiunal group3, industrial co~operation has commonced
with trade liberalization, 'n the assunpt’ on thot this would contribute
to economic development in part throush prumoting more rapid and breader
industrial development, Howevnar, experience demonstratzs that trade
libernlizavion is nct a suffi~iant condition foo effective industrial
co-operaticu. lwvsriheless, it wis gencrally felt that comnonly some
degrec of trade liboralizaticn was a pre-eondition for co-operation

on specific industrial projects.

9« The meeting recognizced tiat the difficulties were portly related
to the differences in, and the charactor of , wnderlyin;; national

developuant strat:ies, implicit or erplicit, on which regiosal induse

trial comoperation it auveriuioce and v oich necesgariiy comnditions
its present charactor., Otlor ditficulties vorld 1n any cafte ve arisen
vhenever the neod to adept v tionel olicioou othoer than trade poiicies

was not propcrly taken into account. n 8oL 1nd” nces, this may have



ovcurred beciuse of ¢ dosire to ndviee Co-Oper st on Lhe basis of

bt oeculd for tho roren’ o cohieved | LeT e recognized problems to

Us penolved later cnee the basico and hablth 0" co-operation had been

catah inete Mo mmoeting orever, augoestd thet the incentive to
regolve these .olac, -roblors vas Lo onee f. 11 trade liberalization
had buon achivved. It oo net #01t supprising that in relation to the
forim ticn of axw grevpings oo in relitien to ncgotiations for the
wilening of o¥iotin, grourings, A actiefactor: soluvticn of these policy
probl p o bheen mado a coaCition of progra .y on industrial co-operation

and furth r trode liberalization.

10, The neetin: felt thet in relation t¢ Jdocisions in tue arca of
industri..l comcj.ration, political and ocial considcralion: were in
practice frequently [ivan mere weight than purely econuipic factors,
The moeting onl s dealt witl tochuical, economic and administrative
consiroints and concenirited its attention on the following aspccts:

1. the difficultics involved 0 examining potential future
industrial develensent in a group of countries in suffioient

Avtu1i For an appropilate and ogreed progromanc of action
to b, dcvelor~d far cenongl in advance;

2. to difficulti.: of cotoblisling a mechanien for allocating
ailected incusiricl plants wiiclh is both efficient and
acceptable to ths dificrent membor statos,

3,  the widespreed cdavtaticon of natior~) volicies requiced
to inplement programmes of rogional industriel development §

4. the ciforts reguired to fulfil thcoe tasks in a short space
of time and the linitcd resources available at the level of
both tlie regionnl cucretoriats and momber governments.
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1. Lormulating a regionel progromme of industri:l developmeont

11,  The mecting recognized in principle the worits of articulating a
rcgional stratc iy for industrialization but considored that there were
considerable practical difficultics both <a defining and adapting the
contents of suci: a etrategy at tiis stages. It was th-reforo felt that,
without lcsing sizht of this objective, a pragmatic atep by step
aprreach te fernulating a resional proorawioc of industrial develcpment
was hoth more feasible and mor: uscful. Discussion therefere concene
trated on the characteristies of the sectors or branches of indusetry
whioi uight be given prior attention.

12, So far the attention of regional groups fron this point ¢f view

hes tended to foous on industiiies in shich for a variety of reasons, "
producti n facilitics did not already exist; in the industrially more
advanced rezional groups, this meant industrics producing inte.mediate
and capital roodn, Considerations cxplicitly or implieitly taken into
account, worc: whother the industries wer. oncs in w' ich regional plants
could achieve mi mificant cconomies of lap;c-scalc production; magnitude
of investment in relation to the rougources of owe individual country;
the possibilities and limitations &f dividing pr~duction without s rious
losn of cfficicncy; the part played by tlie industrics in the overall
devclopment strat.gy of the regiou (e.g. tractors and irrigation plants);
the linkage effentt of new industrics;theis contribuiicn to stimuleting

further growth; and the implications of the rate ¢f technical change in
the porticular industry,

13. It wue pointed cut that opportunities for beneficial industrial
co—operition within tho rcgion were not confined to industries enjoying
cconomics of scrle. In many industrics, whore these economics were not
important, opportunitics for complemcniarity and specialization existed
and called for careful analysis bofore embarking on their developrient.

These ar .lyses sn.uld be cariicd out with thae political aceds of allo-

cation in nind.




1%, 't vas felt taat the informaticn required by governments for ithe
purporc f negetiating 2 deeiniow in yrinciple on the allocation of new
industrial plantc vould be less dctailed than that required by a full
inves<nent study and world takce into cocunt wroader considerations than
snch o stadye It was sugsestod thnt intor alin it would bhe useful if
governments ceuld b rrovided with noanse mient of the economic ond
fiscal eft ots (from the national wirl regionnd standpoints) of three
alt-rnitives: (a) continuing to 1cly on imports, (o) wetablishing
national plants to scerve national mariets, (c) cotablishing a regional
plant to surve purt or all of the cegional morkets Theoe agsosements
would takc inte acceunt altcrnetive crpital and operating costu. It

wag recognized thel the sug;setion raised difficulties of asccrtaine

ment whiclh would uced carefunl concidoeration,




2o The allocaticn of reg.onal indust 1cg

15. It was uwoted thzt a variety of approac’ o and echea.nisis had heen
usad i an atvenpt to influence and/or regulate both tne allocation of
completely ncw iaduutrice ostablished to serve the re ional nmarket and
invastment in new rlants in oxisting is'ustries, ‘The aim of the e
measurcs '~ heon to achieve an acceptable talance of rew industrial
Aevalopment amony the portner stotou, which takes account of the exigse

ting imbalance in the level of industrial devi:lo ment.

16. One approach has tnken tie forn of un attempt to introduce a ayse

ten of re_.onal control over the location .f major new industriesj in-
direct measur2s have also been used such as differentiated tax incene

tives and directivos on the allocation of financing for new regional
projects. Anothcr apprc ch hia taken the form of restricting access

to the regional market for a pericd (through selective trade liberelisation)

to new regional industriss whose location has buen agroed by partner
states,

17. The meeting did not have sufficient information, nor did it oone
sider there was sufficient oxperience t¢ permit it properly to evaluate
direct appr;aches anong w ich the licensing of new industrial projects
is one. It was nev.rtheleoss felt vhat despite recognised drawbacks of
such metihods there could be a potentially useful role for direct contrcols
provided (a) that the objectivie of the mechanism used wns cloarly de-

fined and agreod, end (b) thot machinery and proced:-res for rapid decie
sion taking could be estublished.

»

18. As rejards indirect iieasures, tho mesting felt that themse should
be reconsidered from two standpoints: first, as a mechbanism for effecte
i1 the allocction of industry witiin the rogion, but seconaly and
equally important, from the point of view of achievin; developmental
objeoctives, As to the uce of iacentive. on o differential basis for
influencing the distributio:; of industry within the regicn, it was
notad that though this hag been (one at the national level in both

devazloping wnd industrialized countri.s, (with some cvidence of cone

wideravle effect where they were stron; enouch), little use had been




50 for made of the devies 1n rerond L croupingegs.  Interest in this field

s acted owever o o e toon wes drawn b cases 1. e eW agrece

1

ents fad Deen roacl . Srovicnee v ooaming e alloention of financing

< was felt to be
The

5oconcidnrable scope ror using selective

for nov ve - onnd oo nos extienels Tidated, but 4

a potentis lly pow rful 1 truent e achileve o) .ocatl n goals,

meetiap wlio [elt thot tlare v
trade lib ralization o

vairing levels of oxternal orotection as &

machanism for allocatin projects 1a new regioencl roups.
19,

dascribed above; tho e

dpart from »cfining and improvin; t o approachec and mechanisms

10 cor sidered olher inustruments. Although

many vropasals have been made, there wes oalrr sufiicieunt tine to

consider two:

1) ways of improving itlic nrospeci.: for
package of netvr industrial rroject

negotiating a balanced

[ 3
l.”

2) the possible uses of multi-nz=tiona! companies as an instru-

nient for re iona

20,

1 industrial c¢o-oper. ticn.

Some of the groups repr-de Led indicoted thnt they were exariining
i

new mechaniams {or promoting agrveement cn a halanced package of indus—

triczl projects,

+hit it had been

‘. this coanection, it wes ncto
fourd difficult to negotiate A belanced puckase if nprujects in only one
branch or gsector of irduntry were cop-idered, It ras alse found that

the gpeed with which th o ppro e’ could be i:plemented depended on the

preparation of adeqate sector-widc nre-invosiment studics,

21,

and benefitrs ol reional ind

The neetin: ecosniund the eccntroality of the distribution of costs

1ot

notrial co~operation and in tihiic connection
neted that there were two aspects to tic problem of obia ning agreement
on the benefits

The

resulting frow the nijocation of an industricl plant to

a countri, firul agpect unt te Satimets the cupect of the project

or valuee=_'ded, enployrent, foreiym exchange  enrain s and saviags, eto,

The second roblem w.s th.t courntri o sav wove different rcccial and

econorre objee aver une 4o cclore nicor dAifferent weights on UV eoe bene-

111y, hilet th- rermion ]l seerctariat could wnd perhens should marti-
iyt oan tho fivet crieal ot wa, sidy v odradusl povernmente nre inoa
positien toe make the acceont.




22.  The meeting considerad whether the resolution cf tiiis problem might
be .ided if the right to esteblish o new 1ndustry in the case of induge
tries that vere not "tied" to a particular location, were to be olven
to the ighest sidder. The object of t.is propcsal would be to ocstab-
lish an opcrational indication of the walue attac'.o¢ by that country
(and others) to sccuring a particuler regional industry, whether for
the purpese of reachiny an «goezd allocation of a package c¢f rrojects
or perhaps to establish a source of compensatiun. T.is ices was folt
to be interesting, but suhbject to iumense practical and theoretical
difficultiss. It was felt, however, that tle practic.l utility of the
idea might be irproved if bids werc made sot in termu of cash, but in
verms of the induusiries a country was prepured to forego at least for

a time, in ordsr to semurc a particular industry,

23, It was suggested thal further work was required to develop a syse
tematic ap roach to measuring costs «nd bonefite which was likely to
prcve ncceptable to partner states,

24, The use of multi~national corporations ae an instrument for imple-
menting industrial co-operation wag considered from two standpoints:
first, ce a device for administering agreed inter— governmental decisions
on the establishment and location of specific industrics or processcs,
In this case, such a corporation mizht conveniently provide a means of
sharing the benefits of co~operation through appropriate smployment and
profit sharing policies, It was recognized, however, that difficult
rroblems of pricing would liave to be foced. The proposal was also cone
sidered in relation to the posoibility of establishing a multi-national
compan’ involving privete Lusiness interosts shich would cper..te subject
only to certain general directive: concerning the balancé within the
region of its operations. The object of tiiic ,roposal wonld be to Pr o=

wotc efficient complementarity and speoialization in relation to a small

number of technically linked products. Th2 meeting recognized that this
pushed aspects of the allocation problem to a2 level at which decisions
iright be better influencad oy the detailed conusideration of the commere
cial and technicnl 1unlications of shoring production 2nd proce.ses
between uember ccuntrics, At the samc time, it also recoznizod that

this might not be an “ppropristc level at which to resolve ccnflicts of
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interest bitween governments and the businces interest which had pro-
moted the .roject. It wes felt that the usc of multi-national corpo-
rations in these and otl. r wars should be cxanined in considerably

more cetail with a viow to assessine their operationxl implications.

25, It wac alsc suggestod that other levices, such as long='ori inter-
country si.les contracts, should ~lpso he congidcred in conn~ction with

those problems,
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3+ Abptation of matienal jolici:s te cchieve regiomal phjectives

2t4  The trade solicy fiamework for regicncl co=-operation in groups of
devzloping countries has talen three main forms:

l. lib.ralization of trade to f-cilit- +e .pecific regional
incustrial trojocts;

2. the csteblishment of a free tr-de arce, soumctimes by
phased stayos;

3. the estublishmont of a comi.on marlkoet.

27. The need to adopt national pelicies in fields other thun trade is
direotly related to the form cliosen and the degrce of co~operaticn
desired in industrial cevelopment. herc limitcd co~operction for
specific industrial projects is initially in question, the necd for
pol cy adapt~tions is minimized. In the case of more far-reaching forms
of co~operation for development, the requiremcnts were recognized to be
rore extensive. The mceting considered four rrinoipal areas:

(1) national tariff structures;
(ii) national fiscal incentivosg
(i1i) a variety of non-tariff obstacles to cffective rugionel
co--operation;
(iv) n~tional policies towards foreign capital.

28, (1) The grouo rceognizod that the structure of national tariffs
or comaon external tariffs wher. they exist, hid a vital bearing on
regional industrial co-operation since the mognitude of cost: and bence
fits and their distribution e substantially detcrmined by the charace
tor of industrinl development whicli particular tariff structures promote,

29, In this connection, it wes felt to be particularly impertant that
criteria for esiablishing tho overall level of the tariff should take
aoccount of the opportunitics which the regional market offors for
specialization and l-rgor production runs and the desirnbility of keeping
cosis at a leovel which would permt exports to cowatrice outside the
group. It was noted that in one recont cese, the princirle Las bean
accepted that the regi-nal oxternal tariff should be lower than the

average of preeexicting national nxternal tariffs,
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0.  In the swe conacction, 1l wag not «d th:t taritl structure frequently
nad tae Jffeet, thrt, ws a re tltoof low or woro IhLey on raw matcrials
ane intc acdint  vrodicty, inductrial developneat wes hinsed towards the
final nfans of production ad ansoobly. It woeo £o14 thet reocong idere
ation of teriff structw. s wws call o for, with a viow to nromoting

wore Aprrorriate GequUine.s and o deopenin, of industrial development,
whoth r or not n-tioual toriffs . naraonir-d in any particular cose.

In such 1 eoxcrcisc it would, of coursc, ye necessary to take into ac-
count the foct that tariif rovenu. rencs ally coutributed 1 high pro=-

portion of budget revenu. d.

i1, It was rccognized that import duty concesior 3 whilst useful, may
have disterting cffocts and that an agresd policy on their use waa
desirable, sincc they must be viewed as a highly selective nd dig=

criminuetor,; modificaticn of tlha torifi structure.

2. (ii) In relation to matiencl fiscal incentives it was recognized
that similar disterting effccts may arise from the form in which they
arc provided., Tt was therofore folt that there wnis & similar need for
restructuring tho systen of indwsirial incontives applicd 1n many coun=
trics. It was considerad, for ozample, that in this restructuring, the
value of incentives jranted might be gearzd to thc industry's contrie
bution to valuc—added, cmployment, forsign exchange savings, etc. It
w:s also recognizcd tiat national fiscel incentives have a direct bear-—
ing not only on the level and character of investment in the region, but
alco in particulor wnon 1is distribution within the region. From this
standpoint, ragional agreoement on the kinds of inceatives to be offered
was vitole It wrs noled that harmenization of fiscal incentives did
not neces wrily mean uniformity cad that some sroupings were congider-
ing the poscibility of introlucingz differcntiated fiscal incentives

for the purpose of diversifying: the location of industry within the
region. It was recogniucd thet th ne suojcntions raired a numbcr of

vroblens which o ded to he investioated,

33, (i13) It wos aoted thht vogreat variets of non-tariff obstaoles to

oft etive roooonal industirisl co=operati n cxi.ted in sonc groupings.

The mecting ood tiae to disewss enly o iow of thuse, nancly, the effects
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on trade and invrstient patte:r. of divergent national sy-tems of comrmer-

cial legsislaticn, monetary restrictions :rd foreign exchan e practices.
It was felt tii-t these ana other aspects of policy should be examined

to ensure timi their effucts wire ¢ asistent as far A8 possible with

the developiental objectives of regional industrial co-operation.

34e¢ (iv) The meeting also Aiscussed the quesiion of national policies
in relotion to the role of for~ign, domestic, private : nd public capital
participaticn in the "national® industrial sectors, and in relation to
specific multi-nationel projecis sup orted by the rujzional group, It
was felt that t::is wes a particularly sensitive area in wihich div .re=
gences of policy based on the political and social convictions rf
national governments (which are subject to change) might pose obstacles
to effective industrial co-gperction in certain key areas. 1t was also
recognized that substantial divergence in naticnal pelicies in this
area could (ive rise to other difficulties ..ince they could materially
affect the allocation of outuide invectment between different member

countriee,

35« In relati n to regional projects of a multi-national character,
it was felt thot a uniform policy with respect to participation would
be difficult to arrive at in the early stries ¢ integraticn but that
an ad_licc appraach, resting on a regional agreement reached in each
specific case, was neces.ary. The meeting felt that apurt from this,
sone broad harmonization of national policies could be both useful and
important. It was recognized that the rossibility of taliing action in
this field would vary from group to groupy and that in some instances,
therc were difficulties. The group neverthelesss noted witi great
interest the progrecs which had been made in tlis sphere within the

Andean Group,

Institutional Arrangements
36« The meeting recognized the importance of institutional arrangements

for the effectiveness of rezional industri .1 co-operation but had time
only to briefly review exlsting arrangements in the various groups and
to mte sinmilarities and differences. 1In this connection, it was recog-
nized that both procedvies and -riority areas of action differed from

#roup to group according: to the stage co-operaiion h d reached and to

its a reed scope.




Spstions
T frriicipants an’ consultants fron the five relonel roups repree
sento! Yest that toe [leeti o o e trenely usetals  They derived en--

couras ccont ant ctimulation Srom o Lhe wlchange of Lets and experience

e the progr nne of astion e rco—cpetr fien on inductrial develooment.,

3¢, The participan @ nrcopored i3’ a second meeting should be con-
veaen in the socennd hall of 1073, halst they rpreciated the need

for t'ic first mestingg to cover « broad a; cade, te second should
conrertrate on a very few oopacts of fosiooal industrial co-cperation,
Thintervenin; n=iod wewle coow whether & hreckcthroug:. can be achieved
in tie establishment of pulti-nitichal inductri s.  Also hy this time,
thers should be a lar_er nwber of reiov.al grow s with relevant ex-

porience to coatribute to e meeting,

3. The participante foun! that the personal contacts between secree
tariats mn-de .t tis meelin; weoe owtrosely useful. Recognizing that

an on=the=spot visit could imvrove their understanding of the activities
and ;perﬁtions of other regional crouus, they recommended that UNIDO

and TWCTAD shoald arrange such vicits and if possible finance them.

Other arr.ngements for an exchanoe of information hetween regional
groupings should «lte be ade ¢wring 1972 and 1973, so thot both existing
and new regionz=1l rroups could benefit from {he cxperience on regionual

industrial co-operation which hes been accumilated so far.

40, Particirants from regional ;ro.ps felt tliat the meeting had been
80 userul that they would wwuy est to their lecrctariat and membey

governuents that in future eac! growy cheould nmake a token contributicn
to the expenses incurred by U0 in promoting a better understanding

off retonal co--oper ition on industrial development,

4l.  The type ol techuical assistance roaquirod by regional zroups was
discuss~d. Tn ardition tc alvisory services desipgned to strengthen
the neerotariat and the conaieting of rre-feasibility studies of

indr fricl o seetors wnd projects, internotional assistance would be

uscrul for wctavlishing an'/or strengeleain other reional institutions

for lnoetrial financing, investment proaction, industiriol standards,
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industriul rescarch, indo.trial informaiion and export promotion, UJ1DO

tind UNCTAD should be pr :rred to exp nd tiucir progrommes of assistance

te reg.onal srougs 1n tliese arens; the regloi.l groops shovlad attempt

to identify their needs vyell in ~dvance.

42y The meeting rocommented that in addition to the arces roquaring
further reeearch identifiec in the report, UNIDC should systematically
develo,, information on the cconcmies of Iarge-.goale production of
speoific industrial products tuitable for manuf .cture 1in regional plants,
Such product evaluations should includs an ev-luaticn ¢f the bronder

implicati ns of technological change for the scope of international
econonic co=oper~ii.n,

43. Finally, rocoguizing that the cst-blichuent of new regional indus.
trial projects would invclve & substitution of exports from industrialized
countricvs, the meeting recommcnded that relevant U organisations should
3tudy the impliocations for rajziomal ¢re. pings of thu actione taken by

international corporations by rrioce policices and other means, to rotain-
their market share,









