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Preface

1. A Meeting on Tndusirial Development Gtrategy and roiicies in Small
Countries was held in Viemna, Auatria, from 26-30 Kovember, 1973. It was
sponsored by the United Mations Tndustrial Developrent Crpanisation (UN1DO),
2, 'The Meecting was attended by senior officiale fro- 12 small developing
eountries;1 they were nominated by their Covernments, but participated in
their personal canacities as experts on this subject. 3tudies of the exper-
je~ce of these 12 countries were prevared ia advance for consideration at
the Meating,

1, The Meeting reviewed first the experiance o’ eountries srouped according
to their endowments of natural resources, The experience of Island Eoonomies
(Barbados, Cyprus end Mauritius) was discussed first; further sessions were
devoted to (a) the experience of Woonomies without oil or other mineral
resources (Gambia, Dshomey and Ivory Coast; Homduras, Lebanon and Paraguay),
and (b) Woonomies with oil and/or other mineral resources (Cabon, Nauritania
and Saudi Arsdia).

4, TPollowing these sessions, the participants divided into small groups
to further consider the way in which the development strategy in generel
and industrial policies in particular had been adapted to tha partioculer
and changing circumstances of each individual counitry.

5, The Meeting then met as a group of 12 to agree some ganeral conclusions
and recommendations.

€. The participants anticipate that their conclueions and recommendations
will be of special interest to the 3econd General Conference of UNIDOD, which
is soheduled to mest in Lims, Peru in Mareh 1975,

3/ Barbados, Cyprus, Dahomey, Cabon, Oamiia, Honduras, Ivory Coast, Lebancn,
Mauri tania, Mauritius, Paraguay, snd Saudi Arabia,
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7. Fav Lhe surnoge e OF ihe voeoivme, 1t wna e (') thas the tepm "in
duetrial deva coment §Poat oo’ w1 Bt e b, defire Yotk the obiectives
and the brond cperationa! o rowen adobe i s cveoament to the longe
tarm proceva of wmduscri il ceveiopmert v C0 0 hac ke tera "industrial
development oolicioa” wonli *e .aeo o das vl Lhoeoareni S mensures (or
instrunents) and inztit. donzvos 40 dmnlenent the rhnsern atrategy.

8. T4 was furthar asrsed et the froauiation of industrial development

e eonaiderad us ar irniesral part of the overw-all

rey
(5 4

st-atagy and nolicies mus
economic developmen! straterr and policias of anch country. The choice of
stratesy must be ‘ailorad te fit the :.noial ard avononie avsien of the
sountryy politiea’ -oupiderations weold also have svavamount importances,

9. An induatpia® develoesm-pl coratewr alouid provide clsar suidance on

tha tyne of industivian bt bs eatadlished 1 the fomne, 1t should consider
whather the indsiries sere 3¢ o destm-d oo cunilv mainly (a) the domestio
market or [o' the evport market, anc hew ihse wouid influence the cholice of
technology end si-e of »iant, Tash suidance misky jieatify the particular
branches of industry or vrne ific 4 pea ¥ ra sct 1o te developedy it might
su-rgest econominc oriieris, ‘sech w earlovueai-~raction!, by which the
prierity atticre? to rew nrocents sceld pe susivatad: or i4 might adopt

hoth tvpes .f puildal . nes,

10. The tvpe o “nilustrisag clasen Tar o=ty development would also be
influanced by the sutural masorcer of the coin‘is and the skills and aptitude
of the availatle ianpower, Me wttonticg ahagld e vadd to likely changes in
circumgtanceg that woull affrct oo aconem, 's omr=tars developmant, both
external to the coumiry rl within it, e angrcack should also be realistioc}
all possible constraints .n irdustris] izat.or stould be clearly identified
and the strategy cheuld tae: soecupnt oo b time required to revova them
as well as suppedt tic seans 4o dn B,

- Ada o, 4 vy 0 € ¢ Toatrr e e . . .
11, The atratesy of i 4y o=, . wvelepmert gnc:ld provide a work within

- . ,T;; - 0 -~y e . . .
vhich long-term plane, ene~if .4  smamircey aru anrropriate ingtitutional changes

L 13 it ks . R
can he nade, Abeve all else, 1t frmalabig. should ce based on long-term
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f considarationn; special accoant samld he taken of the naed hoth %o estadblish

T% and to sustain injustrin) development as a self-generating process,

£ 12, The abova conmiderations aonly to daveloping courntries regardless of
3,their cize, stage of develonment, or type of ceconomic and social system used.

= mha following varasrarha attempt to draw some conclusions from the 12 countries

whose experiennsn was considescd at Lhe Yoeting,

The gxgeriance of 12 smgl rount el og

13, The Meeting considered the experience of a diverse group of countries

,; from several differant geographical regions, All countries have a small

{é population; ten of the 12 couniries had a population of about three million

T* {nhahi tants or less; the olher two had populations of five and seven millions,

. pespectively. Some couniries were at an early stage of development (with a

L low level of literacy, a relatively small industrial secior, and a per-capita
" income of less than US 2200)3 othars had almost 100 per cent literacy, an

; sstablished industrial sertor and a per-capita income in exonss of 3506. The
. Gross National Product of the countries ranged between US 84( million and

. US $1600 million in 1970, .

. 14, The participants agraed that the small size of the domestic market had

1 in the past .nd would in the future continue to act as a major constraint on
[ the rangs of industriss which counld be astablighed at each stage of de~
velopment, Import-substitution industries had provided the initial thrust

to industrialirzatior in all of the 1? countries, Some of the 12 countries

i had agreed on economic cooperation with neighbouring developing countries

fff and some industries designed to serva the larger regional market had been

j developed, In the early stages of industrialization the emphasis has been

| on industries supplying food, shoes and clothing, furniture and btuilding
materials and artisan and small industries had made a major contribution,
Other consumer goods induatries have been develoned as income levels increased,
but the development of industries cupplying intermediate and capital goods
has soc far started in only a few countries,

15. As manufacturing experience was gainad, existins; irdustries hegzan 1o
look for export markets and new axport-oriented industries had been established,

The emphasis given to the development of export industries varied from country

to country. In many countrics, export industries nnd been developed first by
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16, In mozt eouncrios e no s oden cnnustries ceveloped te sunply export
markets were bPamed or Cumosilt TaW S ICPIAL T, Laeeed ate uofern olants
had bean 2mta-ii~hoe Loopev ool Ve E g el STy .’.“.*‘nundnutl, pg},m.

oil, prapae -1 other agrocultoral oyodutiv, S7rrm Lobanon and Paraguey

have glsoc been suncesefil in ~x retoms 2 pange of ather nanafacturzad

goods. Parbados anu Mwritog, v portisular, rive davejoprd garment manue
factupe, asgemh vet ns onevatior: .nd ctler supeg ~f light industries,
1. e Meeting reoasgaizat thyt the 1 relmmeni ~f Sncereasingly sophisticated H
export iafugir:es nrovide? the asie for the industrialization of Hong Kong
and Sirgapore and the sanid irnepeaze ©! incot l:vals which have followed

in these nredominntely urhan wocie Lan, Yuriicip.nts indicated that Barbedos,
Cyprus and Mauritius exvect *3 filios 3 rfwiice ctrotapy, but emphanised

the importance in *heir ~ountric s of » sim:lrancoun development ¢f the
agrioultural, <suris: and s2rv.~a sactory ol thaur sconomies, A shortage

of water an’ envircroenta. ~smziderarions reciricied tha type of industries

their Ocvermm nte weia nreparai ¢ promate gtrate v in the future would

mphasise agro-bascd intuntr.ien, 11 indusirles and munufacsuring processes
subs=contra~ted b fipms v onduetripliTed coanteoep, ,
18, 011 amd,or mineral rammyras weee the noirtinal source of export earie
inges for “avon, Vauritania w0 i Tands Yracia; *heir need ‘n develop manufacturiag d
industries war t-erefore less ~umamiling wnd imnort nolicy had been less pro= 7
tective than in the sther nouniriza. Tapticisants from these countries indi-

cated tha their Tavermments recurmizad thet the cxnloitation of these re~

sources had finite 'im.iz and that thay sxpesied the manufacturing sector to

play an 1mportan: role in troalarin the wconomic basa, expanding employment

opportuni*ias and noderni tirs the w.y uf 1ife in Lnth urban and rural areas,

e principal congiraint 80 far ha. he'n tha shorzage of indicenous MANAEETS,

LA

technical nersonmel an’ sv:lie! jahour, auwd sach country relied heavily at

presant on forei.s mans.er, The wurrant stritexz aimed at removing this

oonstra:n’ ant atrensthemizn- -stitutions which camid (1) support the de-




velopment of small tntiatrial omterneiaes Lo dndigencns neoples (b elaboratr
ané implement Larger industria’  projeets, sa~ticularls resovirce-based in-
dustries, some with participntion of the Zuate,

19, Threa courir:so Witheat oil or minera’ resources { Daheray, Cambia and
the Tvory Coast) had so far vad opl: a short period ar inasiegquate resouraes
with which to ehanma the narrow apsromie basa that they irheritad from the
colonial nariod., Soue HraFraes had been made in buildine the infragtructure
requirsd "or indusivial devetopmant, Lu Yo snoome jevels and a ghortare of
trained indircenous maarower aclol as enasteairtis, narticularly in Gambia, A
broader ransge of agcioultura’ (ren3 vac heingy developed and industricn hased
cn apricultars, fizning and forestyy were -romireni botn among existing
industriss and in the devescnment stratem ior the future. ingtitutional
means were heing davaloped to rpovide financial ano other support for the
development of artisan end small-pease industries by indigenous psople,
Industries processin; Tish, iimber and sgricultural products were the
princinal exrort industries deveioped so far, btut fuiura s crategy would
attempt to take moce advants.ce ¢f {a) the country's celativaly inexpensive
labour and (%) cpportunities to sunnly neishbouring developing countries,
20. Although they ~lso lacked oil and/or mireral resources, the process of
indugtrialization was relatively ncre advanced in Honduras, Lebanon and
Paraguay. {n each country, artisan and gmall-gcale industries had bean pree-
dominant in tne early stages of snduatrialization, bat in the 1960a larger
enterprises had henoma of increns:ng importance, In Honduras and Paraguay,
industrialisation has bheen vromoted by protscting industry from import
competition and the principal axpci +3 to industrialized countries were mainly
agro- hased products, In ihe i.ah2aon, the services and tourist sectors pro-
vided subetantial foreipgn exchange carningsy little protection was provided
to local industry and 2xports of a/ﬁ%%gay}ange of menufactured goods had been
successfu ly daveloned, Ty 1970, aach country was exporting about 20 ner cent
of its manufacturing rutpui. Partiecioants indicated that the main gosls of
industrial deveslonment stratery in futire years will be %o broaden and deepen
the industrial structura, to develon more sophisticated tecknological skills,
to imorove productivity ani ¢ cxpand exports of mar.ufactured goods where a

competitive advantape haa heen ‘sveloped,




Coneclusion.

21, ™A prour 3 ocoverts U0 TUiond L aaw ~eponcions of general
‘g i — i emwarrey @ o1
applicatilite fog Lo oo e 0 M g arss ety of ema o countries,

Some cmal: ~oanicror Do tas oo o or o cewalaeane g atirinl seedsr which
made a simiftesr s ottt Teet e S et P :wep«‘,ﬂmt:\ $0 nae
tional Aacmoic o orou, Y} w o pewe i e el wanoal weetarle to rapid
inAustrint Aa,ataren bty s L e santd Lo guavears in o ting, Smatl
countriss Mot Taor megt suteenc 0 Lrooe tno orakot atveicpment of other
geciors of the meopctv. v Paia G oaret e jeuely ond hrogdened the domestie
markety in wony o the countrooe Jhops cousTier o gua tonuidered, thig was
otill an esserntin! ~pecond iov Por farvher deveiourent of the andustrisl
sector. Rapid indurietsl dovaloorent woeuld nieo vacuire steady improvements
of infrasiruciure and irntensiti 1 of%orts *r -rovide trained manpower,

22, The proup 7 cxverts yrsas?® thiat dhers ware delinite limits to the rangs
of industries that » ama'y scunery could develur and that the long-term is-
dustrial devoloomans sirztepy snonl’ thecafo™ aim si cose dezres of spe=
cialization, Jomr arers of roncertoatior misrht aelect themselves; others
would ba diseevarad By ra imaminegtive Lat carefol axamination of the grows
ing domestlir mirke: an sreariunitios 16 increase sxports to other develop-
ing and industriaiizagd counteiss, The atrateopy ot small countries should Be

outward-locking; ~iiicies sheul” support the exsansion of induatries whieh

had alread; ‘evelcned exports m: wll ac identit; mors sophisticated industries
that could s oport o atess1ly rigipe stundard of livin, in the future.

23, ™ie poliny Taasures or inuiTuAentt used %2 arinota ovrivate investment
usually needed o e refin=d ar tre proiese ” radustrial davelopment
advanced, Tn the eariv ;iapes, atrons venapous incentives were needed to
attract invegtnont in indussry away "o altarnasics areaa sach as trade
and property., 4t a later sture, raiine Jheuls henome mone vele tive, designed

to nromote snecif A chicrtiesy ea 2¢ 10 spavpance S0 a rrowing well-

. Y4 3 . [l P . P, . .
establirhed sroun of ineirencu. er oireniars, tvy p matior of investment in

lezs davelcned porione 07 1 ooy V0 mers ~igption, the develooment of

export~ocieutan Jaheetiios arc the wpeinep o0 Ln eencis managemeni, techadesl

and aunay Lcoryv nersoans]
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24, The grour cof experis nolod that maesition batwesn neighthouring develop=
ing countriea had heeome i arincinat iustificetion for pranting genercus ife-
centives to roveign investcrs, Thim competition hud been overcome by agree-
ment within some cuberagirnal eroup. cf connbriesy similar apreements could
bs jevelored ~lgewhere wiln considera®Ble advantares to the develoning countries
concerned, ~uch inceativas helped to draw ntiention to investment onportunities
in small countriea hitnert. 1itile koncwn tc forzign :nvestors, However, a
sufficient impact {perhaps eventually at .eas cost) might be achieved by some
countries by specifying a limited pariod of time for which the offer of such
incentives wruld ramain onen and concentrating an intensified promotional
effort in this poriod,
28, Tntervention in the form of partial or full ownorahig of industrisl
enterprises was teing used mors fraguently in some coun‘ries, partioularly in
the case of induatries exploiting natural resources (such as timber and fish=
ing) and industries judged of strategic imncriance for the oountry's further
development. Budpetary cons.derations gomatimes acted to constrain such a
policy in countries at an early stage of development because available funds
were required for the develonment of infrastructure, education and social
programmes,
26, The e.vert proup found that in many countries the institutional and
organi sational arrangemente for im-lemsnting the industrial development
strategy and policies wern inadequate, In considering what type of improvements
could be made for the future, it was suggested ihat the growing national
capability to carry ocut the following functions might be carefully and cri%ia
cally axamined,
() Conduct a broad survey of existing industries simed at identify'ng
specific investment opportunities for the next five years;

(v) Conduct market studies, pre-invesinent and technical feasibility
studies of specific industr al projects;

(o) Promote the implementation of identified projects oy local and/or
foreaign investors;

(¢) Implement projects, particularly with total or partial Government
ownarghip and controls

(o) Promote the development of 5 new generation of indigerous entre-
preneurs by assisting them in el: borating and impleminting small
industriens
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(g) Tstablian anc/or sirensth oo onn Ll Statior snectugise on indusirial
finsneinsg

(h} TFstablieh and/or at-enrtrer an wustitution whoro 11, . renous personnel
can help selact, adant or newﬁ‘ﬁq technoiem mflavle for local con-
Aitions, and im.eove sachnclory and gquality conbroi °n t¥isiing enter—
priszs;

(3) Formulate and implemen. o oolicy or ipdusizial atandaris,

(4) Tstablish un inteprated inioriatom sysiz Lo monitor progress in
the indusirial and other seators »f the aronony,

ZSE ggle of UXlﬁC agsistance to amall countrias.

27. The group of experts noted ihal in one or more of the 1 countries,
UNIDO had assisted the Jovermmeul in carrying ont each of thoasae functions,
The assistance hal beern most successtil whera {7 had gtrengthened an exist-

+ -—'ﬂr odp #
ing or new insti “tlonén;Ti%§ ngﬁgof? 8 jtét grtgat* vharever possible,

UNIDY assis*ance shoaid help the country ; rather thur be of en advisory
nature; very often tae b.ﬁ ert gelacted by NTTO ahnu‘% Le ore vho would earry
on and help implament/ puc*t1~ industrial nrbwec‘s/he ‘a. helned to formulate)
experts who could adap: easily ‘¢ 1ncal ecn.iijonn wers the ones who helped
most,

28, In most small couniriaz, tie hudpet for TYIP asgistance was not large
enough to fir .nce a largs rrogramne « © UVID) usaistance although the SIS
programme provided vome alditional finaneirg possibiliuies, greater financing

goope wa3l nceded to neat the demonsirated nesde of small eouniries,

ggg val mlue of an exchengs of axsariseraoe

29, Te groun of expercts fornd the erchunge of ex-erience bnth stimulating
and useful and recommen’ed that UNIDO alan gimiiar meetings on this subject

in the future. The mee:ine troadened their horisons and gave them many new
ideas, luch meetlnﬁa/twigﬂael an opp.rtunity Jor the giaff of the UNIDO Secre-
tariat to decome better inforied of ewech count»y's iraustrial development
strategy and nolivi=s and hence > tiae backrround to lonp-term planning of

their specific neesa tor technizal ase.stance nd other servicag offered
hy UN1IDO







