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"TURE PROGRAMME OF WORK AND ACTIVITIES u¥ UNIDO (ID/B/4 and Corr.l-3, ID/B/8 and
Add.1 and Add.l/Corr.l, ID/B/9, ID/B/10, ID/B/11; ID/B/L.1, L.2, L.3) (continued)
Mrs. KODIKARA (Philippines) noted that the work of UNIDO was progressing
satisfactorily, despite its limited budget. The new organization should concentrate
on improving and expanding existing services before embarking on new activities, and
its principal task in the early stages would be the co-ordination of United Nations
activities in the field of industrial development,

Because industrial development was a complex process involving a wide variety
of economic sectors and necessitating careful planning, programing, evaluation and
implementation, great care must be taken in establishing priorities for the
development of industries and related services. UNIDO might concentrate on the
manufacturing and mining industries, and on such service activities as progrumming,
evaluation, implementation, location of industry, regional development, land
utilization and administrative decentralization. All those spheres of activity
would require local experts, as well as experts provided by the new organization,

It was important to take the particular economic, social and historical conditions
of each country fully into account.

In view of the advantages of sub-regional specialization, UNIDO might wish to
give priority to industries which would complement and support existing industries.
Import-substitution and export industries could be located in growth areas where
the subsequent establishment of industrial complexes would be possible., The
optimum location and number of such growth areas must be carefully determined in
each country, taking into account the dangers of over-centralization oa the one
hand and over-dispersion on the other. Industrial development in such areas must
be carefully planned, so that econcmies of scale and of transport could be effected.
In that connexion, there must be close co-operation between UNIDO and the Commission
for Social Development in such fields as urban construction, population settlement
and resettlement, and local government,

Ir its industrial development programme for 1967-19T70, the Philippine
Government was endeavouring to stimulate investment in certain priority projects,
especially in mining and manufacturing. The programme had three basic objectives:
to encourage the development of the metallurgical, chemical and other basic

Hi
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FUTURE PROGRAMME OF WORK AND ACTIVITIES U¥ UNIDO (ID/B/4 and Corr.1-3, ID/B/8 and

Add.l and Add.1l/Corr.l, ID/B/9, ID/B/10, ID/B/11; 1D/B/L.1, L.2, L.3) (continued) 5
Mrs. KODIKARA (Philippines) noted that the work of UNIDO was progressing

satisfactorily, despite its limited budget. The new organization should concentrate

on improving and expanding existing services before embarking on new activities , and

its principal task in the early stages would be the co~ordination of United Nations

activities in the field of industrial development,

B3

Because industrial development was a complex process involving a wide variety
of economic sectors and necessitating careful planning, progremming, evaluation and
implementation, great care must be taken in establishing priorities for the
development of industries and related services. UNIDO might concentrate on the
manufacturing and mining industries, and on such service activities as programming,
evaluation, implementation, location of industry, regional development, land
utilization and administrative decentralization, All those spheres of activity .
would require local experts, as well as experts provided by the new organization,

It was important to take the particular economic , 8social and historical conditions
of each country fully intc account,

In view of the advaniages of sub-regional specialization, UNIDO might wish to
give priority to industries which would complement and support existing industries.
Import-substitution and export industries could be located in growth areas where
the subsequent establishment of industrial complexes would be possible, The
optimum location and number of such growth areas must be carefully determined in
each country, taking into account the dangers of over-centralizatior on the one
hand and over-dispersion on the other. Industrial development in such areas must
be carefully planned, so that economies of scale and of transport could be effected,
In that connexicn, there must be close co-operation between UNIDO and the Commission
for Social Develomment in such fields as urban construction, population ssttlement
and resettlement, and local goverrment,

In its industrial development programme for 1967-1970, the Philippine
Government wes erdeavouring to stimulate investment in certain priority projects,
especially in mining and manufacturing. The programme had three basic objectives:
to encourage the development of the metallurgical, chemical and other basic
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industries; to help to achieve sufficient agricuwitural production and reduce the
amount of imported food-stuffs; and to uevelop industries producing basic
commodities, such as wcod, paper and copper products., The Government also attached
importance to the food-processing, petroleum and mining industries.

In drawing up its work programme, UNIDO might wish to take account of a number
of industrial projects which had been proposed and approved by the Asian Industrial
Development Council and which were of particular ‘nterest to Asian countries, The
Board might wish to give priority to industries with a high income yield per unit
cost, so that the process of {ndustrialization could be hastened and the objective
of self-sustaining growth subsequently achieved. The Board could also assess how
industrialization fitted into the over-all concept of the United Nations Development
Decade, and perhaps set its own development targets; such targets might, for
example, envisage an annual rate of growth of between 7 and 9 per cent in the
manufacturing sector and give greater emphasis to manufacturing than to agriculture.

Mr. Bradley (Argentina), Vice—President, took the Chair.

——— e — e ———————————

Mr. KAMIL (Indonesia) said the developing countries were confident that
UNIDO would play an important role in helpine them to accelerate thelr industrial
development and thus narrow the gap between them and the industrialized countries.
All members seemed to recognize the importance of the Noard's first session as the
forum in which the groundwork for the sound development of the nrganization would
be laid. Accordingly, the most important task at vhe current session wruld be to
ensure that the structure and personnel of UNIDO were equal to the demands which
would be made of them. Much valuable documentation had been prepared for the
consideration of the Board, which should not, however, devote too much of its
1imited time to an extensive study and evaluation of the documents; rather, they
should be treated as additional sources of information to be used in formulating
directives to the Executive Director for the implementation of the Board's policies.
Those policies, as reflected in UNIDCO's programme of operational activities, should
serve directly to accelerate the process of industrialization, with particular

emphasis on the manufacturing sector, as stated in General Assembly

/ aae
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resolution 2152 (XXI). In that connexion, he agreed with those speak=rs who had
bl:ccsed the need for a pragmatic, action-oriented approach.

The documcntation showed that a great many studies were being carried out with
regard to activities and orerations which UNIDO hoped eventually to undertake.
While long-term projections might in principle be of value, he thought that for the
time being the Board should not endorse projects covering other than short-temm
requirements; for the structure of the organization was in its formative stage, any
policies and directives decided on by the Board had yet to be accepted by the
meabership as a whole, and it was not known with certainty what funds would be
available for the activities of UNIDO.

The Board should direct the secretariat to ascertain the priority requirements
of Memter States, especially developing countries, and then to draw up a short list
of the most urgent projects to be included in & programme of work. In view of the
organization's limited financial and manpower resources, its activities should for
the time being be concentrated on a limited mumber of operations most needed by the
great majority of Memters. Since Indonesia was situated in g region where
agriculture and mining were important, his delegution naturally considered it
appropriate that a prominent place on the 1ist should be given to industrial
develomment related to those activities, including the production of manufactured
goods both for export and for local consumption, as a means of saving foreign
exchange for the importation of machinery and other items needed for industrial
development,

Another matter to which immediate attention should be directed was
decentralization. The Board might wish to request the Executive Director to make a
study of the subject and report to it at thz next session. The study should cover
the establishment, of regional offices for industrial planning, programming and
services connected with the pramotion ard acceleration of rcglional development,
along the lines of the Asian Industrial Development Council; local consulting
bureaux which couwld draw upon the regional offices for information, advice and
services to be applied at the national or local level could be set up later.
Personnel of the Programme of Special Industrial Services should be attached to the
regional offices, The SIS Programme performed a vital function in the developing

/...
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countries by helping them to carry out crash programmes and cope with emergencies,
and he hoped that it would not be encumbered by red tape.

UNIDO would have the task of co-ordinating the activities of existing United
Nations bodies which had their own rules, policies and procedures. The Board should
plve the Executive Director guidelines for the fulfilment of that task; perhaps he
cculd be requested, in consultation with the heads of the bodies concerned, to
prepare a working paper on the subject.,

In conclusion he hoped that, in the recruitment of staff, the Executive
i i rector would bear in mind the question of regional repreaentation.

Mr. Tell (Jordan) resumed the Chair.

Mr. KHANACHET (Kuwait) observed that industrialization was not an end in

{tself but a means of achieving social objectives. Each country must therefore

make its own decision on priorities, taking into account its particular social und
economic conditions, but emphasis should be laid on promoting export-oriented
industries, which would enable developing countries to earn the forcign exchange
they needed to purchase capital goods and become less dependent on foreign aid.

Although developing countries wished to increase the volume of their exports,
the adverse terms of trade which they encountered undermined the stability of their
economies and jeopardized their development planning. The joint efforts of UNIDO
ard UNCTAD would be needed to increasc and stabilize the export earnings of
Jeveloping countries and maintain acceptable prices for manufactured goods in
relation to those of primary products.

The establishment of UNTDO demonstrated not only the international community's
recognition of the importance of industrial development but also its desire to make
a more viporous contribution to solving the complex problems of industrialization.
The suceess of the new orgarization would depend on four major factors. 1ts degree
At flexitility within the limits of avallabie resources, co-ordination of its work

with that of otler United Nations bodies, the amount of aid furnished by the

q1eveloped countries in the form of technical assistance and knov-how or in financial
~ontreitutions, and the use which developing countries made of the agsistance they

rocrived from the new orpanization,
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While the programme to be dravn up for the rest of 167 and for 1968 should
be action-oriented, 1t snould also tan ccount oOf the recummendatlions made by
the three regional sympousia and by the Arab States, and should be sufficlently
flexible to allow tane incorporation of any recommendations made by the fortheoming
International Symposium on Industrial Development. The purticular economic and
social conditions of each country must be tuken into account in formulating
proJects, although countries with similar problems could be covered by regional
programmes. The problems facing the organization could be divided broadly into
eight categories: the survey and assessment of natural resources; the establishment
of industrial investment priorities compatible with over-all development priorities;
manpover training, productivity and applied research; the transfer of modern
technology; patents; technicsl and economic feasibility studies; the establichment
of appropriate institutions for the promotion of industrial activities, particularly
in the field of marketing; and financial and capital requirements. 1In its
activities in those fields, UNIDO would have to co-operate closely with such
bodies as UNDP, UNCTAD and the Werld Bank Group.

Regional co-operation was 2 prwerful means of stimulating industrial
productinn, expanding the market and creating economies of scale. The Arab
countries were endeavouring to broaden the markets for their agricultural and
industrial products by increased specialization and co-operation. However, their
efforts to establish an Arab comm>n market must not be seen as a lack cf interest
in world markets; for it vas only if they gained free accees to world markets
without trade barriers that they could emerge as ipdustrial countries. Seminars
on capital investment guarantee and on fertilizers and petrochemicals were to be
held in Kuwait during 1967, and the recommendations of the seminars and of the
1966 Symposium of Arab States would be submitted to the International Symposium
at Athens.

Mr. ANANICHEV (Union of Soviet Soclalist Reputlics) said that the Soviet

Union had accumulated considerabtle experience in the t'ield of industrialization,
which it was ready tu share witn all countries striving t- attain cronomic
independence. The fovernments of many developing countriec had made
{ndustrialization & key-stone ot thelr economic poliny, and ~ver TO per cent of
Soviet aid to those countries was devoted to industrial projects. with the
agsistance of the Soviet Uniou, over 600 1udustrial ani other projects were urnder

!
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conetruction in the countries of Asia and Africa, and 200 of them were already
operating. His country was also giving industrial assistance to the developing
countries through the United Hations, and it therefure attached great importance to
the future programme o0 work of UNIDO.

That programme muct have a clearly detined purpose: to solve the key problems
of industrialization, while maintaining a proper balance between operational and
research a~tivities. His delegation agreed with the Executive Director that UNIDO
should not engage in abstract or technical studies or enter into competition with
the many national tndies active in that area. Rather, its research work should
serve a8 & gulde for tne operational activities of the organization. Those
activities, in turn, should combine a practical approach to individual projects ana
4 solutinn of the key over-all problems of accelerated industrialization.

Acrelerated industrialization was possible only with the most active
participation of the State in the economic life of a country. That was no mere
theoretical conception. FEven in the developed capitalist countries, the State had
assumed a primary role in stimulating production. TIn a number of developing
ecountries, the increased role of the Ctate in production and distribution was
becoming the main factor in economic development. Only the State could withstand
the possible nepative effects of foreign capital.

The experience of the Soviet Union had made it abundantly clear that the State
was in the best position to promote accelerated industrialization. In fifty years
the industrizl output of the Soviet Union hed grown by leaps and bounds, and Soviet
industry now produced almost one fifth of the world's output. Rapid
fndustrialization had alro been achieved in other socialist countries and in a
ntnmber of developing countries where the Dtate sector accounted for a large
proportion of the economy. (TILO should therefore do all it could to promote the
State sector in developing countries, so that industrialization might be effected
a¢ mpldly as possible for the benefit of the nation as a whole. It should also

assist {1 the creation of Otate agencies for {ndustrial technology, production and

planring.

Niticnal scurces of financing were crucial to {ndustrialization. The volume of
Mot runds allosated to industry was increasing in many developing countries, and
{1 +1e caces it amounted to more than one half of total investments. The

1 vl gine couantries bad taken 2-tion to mobilize domestic financing for
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industrialization by encouraging light industry and export industries and through
other measures. However, the domestic resources of those countries were not yet
sufficlent to ensure the accelerated rise in production which was needed. Tie
difficulties were particularly great at the initial stage of industrialization and
in the transition to lurge-scale industry. Because of the general shortage of
funds, particularly foreign currency, the developlng countries were forced to seek
additional resources in the form of foreign capital, both public and private.
However, experience showed that external assistance could speed development only 1f
1t was geared to national developmert plans, and it must nct be tied to political
conditions detrimental to the econory or the sovereignty and national dignity of the
recipiert country.

UNIDO should help the developirg countries to set ur machinery to mobilize
domestic resources for industrializa=icn, but neither the necessary level of
accumulation nor industrialization iteelf could be attained without radical social
and economic reforms. Moreover, the widest poscible use muet be made of the
deve. oping countries' own natural resources.

Although many developing couniries, inspired by the example of the socialist
countries, had turned to State plarning as a means of promoting economic development,
the work of various United Nations bodles in the field of planning left much to be
desired. In a number of cases, 1 was proposed that so-called "indicative" or
"recommendatory"” planning rather “nan directive planning, should be applied.
However, indicative planning coul¢ not lead to satisfactory plan fulfilment, because
of the gap between forecasting un’ implementation. UNIDO should intensify its work
in that sphere, particularly with ragsrd to plan implementation. Indicative
planning was also incapable of bringirg about genuine social and economic reformse,
since it was designed merely tc correc: and regulate the spontaneous processgses of
developuent.

It was important to achleve a projer balance among the various branches of
industry. rallure to maintain sucr. a alance could give rise to complex economic
problems and ~ould even nullify the advantages of industrialization. Soviet
planning agencies and scientific ani research organtizations were ready to
communicare their experience to specialists frem the developing countries, by
seconding their own specialists through the Lnited Nations and by holding seminar:
on various aspects of planning.
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The developing countries Al flrered widely in geography, natural resources,
population and level of economlc development. It was important, therefore, that
~ach country should develop the various branches of industry in the sequence most
appropriate to its circumstances, and that meant, among other things, that the proper
palance shculd be achieved between heavy and light industry. UNIDO devoted
considerable attention to light industry, as was understandable, since light
industry, while not requiring large-scale capital jnvestment, helped to replenish
domestic rescurces, lncrease employment, attract jndividual savings, expand the
duomestic market and increase the cutput of various deficit goods. The importance
»f light industry in the initial stages of development was largely the result of
the difficulties inherent in the transition from a colonial economy to an
independent national economy. As a factor in industrialization light industry was,
of course, transitional and mist bte subordinated to heavy industry. A proper
nonessment of the role of light industry in the industrialization of the developing
ccuptries was important for the future work of UNIDO.

The develupment of heavy industry and manufacturing industry deserved most
cerious attention and must not be lost sight of among the numerous industrial
projects being carried on by the United Nations. At present, sixty-five of those
projects concerned lipht industry and only forty-nine related to manufacturing
industry; yet one part of UNIDO's task, as set forth in General Assembly
resolution 2192 (XX1), was to promote the industrialization of the developing
countries, with particular emphasis on the manufacturing sector. There was, of
eourse, no single answer to the question which branch of industry should be developed
first in a glven country.

The industrialization of the developing countries should be based on the use
4 the lutest achievements of srience and “echnology. Those countries should use
tre caprlence acoumilated in the industrielly advanced countries to hasten their
Cwh o anductriatizati n.  The many semlnars =nd symposia planned by UNIDO would be
vers uoetul in trat respect, and the exchange of scientific and technical
S i hor onould stoo Lo ctepped up.

e f the pain Sbotoclos to industrialization was the acute shortage of
Coaltot adres i toe developling conntrics. UNIDO should gilve special attention
flnine o cpe-ialists at the intermediate level, who were in particularly

cody it t oo developing ountries. The shortage of cadres was aggravated

/

e ——————————



ID/B/SR. 10
English
Page 13

(Mr. Ananichev, USSR)

by the "brain drain". Most developing countries were still very dependent on
forelgn aid 4in the training of cadres. The processes of creating a national
industry and training cadres went on simultaneocusly. but it took longer to train
workers than to build an industrial enterprise. UNIDO could help by giving special
attention to the training of managerial personnel, the exchange of experience in
the latest scientific and technological advances, and the use of computers.

It would not be enough for UNIDO merely to continue the work of the Centre
for Industrial Development and to hold more symposia. For a number of reasons, the
Centre had failed effectively to co-ordinate the activities of the many United
Nations bodies involved with industrial development., It wes for UNIIO to co-ordinate
and evaluate all such activities and to see that the avallable resources were
properly used. His delegation welcomed the decision, takern at the last meeting of
Executive Secretaries of the regional economic comm.ssions, that close links should
be established between UNIDO, the regional commissi s and appropriate speciallzed
agencies on the basis of specific industrial projecis. That was a good way of
gearing the activities of UNIDO to the real needs of the developing countries.
UNDP should also give increased attention to industrial projects.

The best guarantee cf UNIDO's success was ‘ts universalitv. Participation in
i1ts activities should therefore be op=n to all States which subscribed to its
purposes and principle~ and wished to acquire or share experience in tackling the

m-st important problem I the age, namely, accelerated economic development.

Mr. WARSAMA (Somalia) said that the first sess: n of the Board was most
important, since it would establish the guidelines for the whole future activities
of UNIDO. The new organization must involve itself in every aspect of industrial
development. The vicious circle of poverty was not unbreakable, and some developing
countries were already overcoming the obstacles to growth.

The use of capital equipment in the poorer countries to produce goods and
services for the domestic market was inhibited by the small size of the market or,
in other words, by the lack of domeetic purchasing power. It was difficult for a
new industry to create its own demand. Simultaneous investment 1in a wide range of
industries would have better prospects of success. UNIDO should therefore help

Governments to set up many-sided, complementary projects, where feasible.
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It should help in establishing institutions for the gullance and servicing of
induetry, ard undertake country studies deslgzned to glve Governments of developing
countries a unified presentation of developments in Lhe industrial sector. It
should set up machinery to establish direct contact with the authorities of the
developing countries ard the regional econcmic coninissions, as well as the
industrialized ccuntries. The Programme of Specia. Industrisl Services was indeed
valuable in providing direct and prompt assistance %o Goverrments.

The Covernments of many developing eountries were forced to subsidize certain
industries in the private sector and to operate others directly at a loss, in the
hope that they might later pe able to turn them over tc private ownership when the
main obstacles had been overcome. In the less advanced of the developing count:ies,
UNIDC would have to provide ranagerial ard administrative, as well as financial,
assistance for industrial projects. Symposia, seminars and workshops could be used
te provide technical assistance in that field.

The importance of promoting export-orfented {rdustrics in the developing
countries was widely reccgnized, ard the activities of UNCTADL in that sector were
already appreciable. In order to achieve meximun tenefit, however, the definition
of those industries must include fmport-substitution industrier, which should be
given special attention. Intimately connected with that objective was the
jdentification of individual investment spporturities.  UNIDO should help developing
countries which could not afford to cperate investment premotion centres to attract
rapital and know-howe In other werds, it should bring investment opportunities
to the attention of prospective forelgn investors. Such promotion services would
te extremely helpful to countries like his own. For instance, considerable
3cyp.sits of fron ore had boen discovered in Somalia as a result of United Nations
assistance, but Semalia hed nejther tie capital nor the technical know-how to
expleit those resourcer: {MIDC cculd help by bringing them to the notice of

prospective Investors.

A complete dopirture from the traditioral puttern of foreign investuent was
toat pres oot Corescentles In the past, such investment had cften constituted
oo crest r the cdvarced creditor eronomy, to whose needs it had catered;
T Chit, o peewte the ve nomdt devet prment of dettor countries. 1In

- Sy voroion tevest e obalooperated mostly ir extractive inauscries,
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meeting the needs of the industrial creditor countries for cheap food-stuffs and
rav materials.
In order to attain its objectives, UNIDO must establish close co-operation
with the specialized agercies and other bodies concerned with industrial development,
particularly UNCTAD, UNDP and the ILO. At the same time, it should not lose sight
of its responsibility for co-ordinating industrial activities throughout the
United Nations system. The Executive Director could perhaps report to the Board
at its next eession on the progress made in that respect.

Mr. FERNANDINI (Peru) said that, in the view of his delegation, the
success of UNIDO wou.d depend largely on the work of the first session of the
Board. He therefore hoped that the Board would formulate precise principles which
would constitute a firm foundation for the future work of the Organization.

There seemed to be some difference of orinion as to whether item 6 referred
only to the biennium 1967-1968 or to an inde:inite pericd. His delegation
believed that the Board should furmulate prianclples which would have continuing
validity.

As the work of UNIVO in promoting indus-rial development would supplement the
plans of each country, the organization should, first and foremost, be in a
position to evaluate the industrial development plans and programmes and the
industrial potential of any country seeking its assistance. OSuch an evaluation,
made jointly by UNIDO and by experts of the courtry concerned, could do much to
accelerate the implementalion of national deve_orment plans. The Executive
Director could perhaps set up teams of specialists and work out a programme with a
view to making an cvaluation in all the develoring ccuntries. As that would be a
research project, it could be financed from tie regular budget of the United
Nations. If it was given priority, funds now being used for studies which seemed
less essential cculd be diverted to it. At the same time, a programme designed
to identify industrial development priorities could be cerried cut in
co-operation with the authorities arnd specialists -f the countries requesting 1it.

The fundamental purpose of the developing countries in calling for the
establishment of UNIDO hal bteen to defend tieir independence; fur as long as a

country could not use its natural rescurces and raw materials to the benefit of

its own people, 1its independence could not be called complete. For that reason,
/
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Fio g )l atier 7O thar theonost wreent task of WHIDO was that ce® forth in

Mo in) fenome Ly resotution IR (XXI), g ticn 1T, paragraph o (a) (Viii).

e rrircldy, in formilating it work progrome, UNID) chould give preference %o
tivities which wuld princte the oxple Ltaticn nnl officient use »f ratural

roc uocoen, ipdustriad rov raterials, ty-products and new preducts o1 developing
count riege 0 ue countrios Al oot irt-nd te disoontinue exporting their mineral
ard wereloultuenl products, buat they foit that a cevialn proportion should be
vetained for the berefit of loeal jrjustrices.

e of the Beard's tasks at los first negsi-n wac to work out a pregramme of
aoeyeration with the srocialized npencies, including FAO. He observed in that
econnexion that, while wary speakers had merntionel the importance of agriculture in
he ceonomie development ot developine countries, the purpose of UIIEG was, a}l‘ter
+1t, to promete irdus? vi~1 Gevelorrent, arnd it could net give too much of its
Attertion to protlaes atfecties apriculture exclusively.

With regard b the v 1 fir Jecertralization, there would naturally bte a
¢ rieney amone persornel ot TN headaquartere t Lerome involved in studies: yet
Ttovee eonerally apoood bt the erghanis ehrnld e on operaticnal activities. His
o at o trerefors bo i oved thut pact £ the sta'f sh uld be permanently
Saticned fnoAaries, foate cud datio L rlea, vhere they could familiarize themsalves
st Toenl lorgungen, cust s oand oren Hremerte, ard they should re realy tu go frem
wooeoupdry tooancihe s olthin thes o regdoras, as their services were needed.

M oftctivencs s e would be enhanced 1f provision was made for
£) it ity dnodita oemaiar badget, 8 that the vzecutive Director culd transfer
Sl o oere neticity t o opotheroas nemtsl cr ~celd apply to urgent projects the
aviirer which would te realioed whern certain activities were Aiscontinued and which
W ol iherwise slipty revort e the Trdts 1 liati1 s tudget in general.
210G would le able tooacoimpliab nething inless it had the requisite funds,
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Vooyomes bt the oo Iwild expresesd *y tre irdustrialized countries would be

IS I ARSI I rat Lye machirery, fhe Board h ull have a pgrmanent

Wi LY evmmices aid prop g2 retore they Were iscided upon









