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reface

1. A Second Meetiry on Iusiricl Develonm-nt Siratery and Dolicies
in Snall Countries ..t held in Vierna, Austria from 23 — 7 Jeptember 1074,

It a8 spousored by the United llations Indusirial Developient Or3anisza-

t<on (UTI.LDO)J-/,

2, The Meetin: vas atirnded by scnior officials from 8 small developing
countries; they were nominated by tacir Jovernments, but participated
in their personal oapacities as experis on this subjeot. Jtudies of

the experience of these 8 countries were prepared in advancs for con—

sideration at the Heetingg/ .

3. The Meeiing reviawed und ocompared the industrial development of tlese
8 individual countries einoe 19500. The wey in whioh a ocountry's
development strategy and industrial policies had been adapted ito the
partiowlar and changing ciroumstances of that country were noted, The
participants then considered which common aspeots cf this experience were
particular‘ to most small countries and what aspects represent the common
experience of both large anl small developing eountriesy . Part 1 of

the report summarises their conclusions 'm a review of experience over
the past 20 years,

4, The participants agrecd that a uniform mydel of industrial develop-

ment mtrategy and policies could not be reoommended for a small country

because each country was at a different stage of development, each country

4/ The Pirst Meeting on this subjeot was held from 26 = 30 November 1973
it was attended by participants from 12 small countries: Barbados,
Cyprus, Dahomey, Gabon, Gambia, Honduras, Ivory Coast, Lebanon,

. Kauritania, Mauritius, Paraguay, and Saudi Arabia.

y Participants from Bolivia, Costa Rica, Dominican Republic, Ghana,
Guyana, Haiti, Iraq and the Syrian Arab Republic attended the meating.

3/ Por the purpose of this moeting, countrios were classified as small if
their population was less than 10 missions in mid-1970,




had different endownenis of aunan, natural and [{inancial resources, and
sach country f-ced different circumsta.nces‘. The participantc tierefore
agreed 10 concenirate their discuseion on rcerommendations which could

be applied in the future by the governments of small developing countries.
The participants decided that in additinn to considering action to be
taken by individual small developing countries, industrial co-operation
amony developin_ countric: and antion to be taken by the international
communi.v would also be considered. Their conclusions and recommendas-

tions form Part II of this report,

5¢ The participantis felt that tho studies made for this meeting and

the subsequent discussion provided a useful background for the identifica~
tion of itheir specific needs for technical assistance and other servioces
offered by Ul‘EIDO‘. They recommended that this link slould be strengthened
in the further development of WIIDC's activities in the field of

industrial development strrtegy and policies,

6'. The participants found that it was extremely valuable to exchange
experience among the participants drawn exclusively from the smaller

developing countrics and agrecd that this approach should be ocontinued
in the future to supplement larger meetinze when countries of all siges

were represented,

T+ The participants anticipated that their conciusions and roocommende~

tions will be of special interest to the Scoond Goneral Conference of

the UNIDO which will be held in Lima, Peru, ia Narch 1975,
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PART 1, ~REVISU OF Vil SXP RILICT O B1Cal SUALL DEVELCL 1iic COULIMITS

8, Industriclizoation nlars? o moee importart role in coonomic
developnent in the 1960e than i the 1990s in the ecight developing
countrices wioec experience was siadied at tiae meeting‘. 1n only one

of the eight countrice did manufucturing output incrcase in the 196(=

by more than 8 per cent ver annum, the torget set for the manufacturing
pector in the first United lations Development Dccade‘. It also appears
that manr smaller devcloping countries have .adhicved loss rapid industrial

dovelopment than larger developing countrics.

9. The participants attributed this slower progress in small countries
t0 a number of constraints on industrial development of which one of the
most important was tho limited sigze of domestic market for manufactured
good.s‘. Although in most of the 8 countries the population doubled in
the period 1950 to 1970 and national inoome increased, the puschasing
power of consumcrs remaincd low, partioularly ir countrics whore there

4

was an uneven dietribution of inoome and wcalth,

10. To help overcomc this comsiraint, eix of the countrices joined sub-
regional groups of countrizsy Although these regionnl agrecments have
not influenced the pattern of industrializution vory significantly so far,
regional industrial co-oneration has becomc incrensingly dmportant in the
early 19700'. Costa Ricz is a member of tiic Coentral American Common. .

Market oronted in 1980; Bolivia is A membor of the Andean Group

_‘y The other membors arc Guatemala, El Salvador, Honduras and liicaragua.

L]
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established in 196by; Guynna is o member of the Caribbean Fre.

Trade Arca which beoame the Corilbean Common Market and Community in
July 19742'/; Iran and the 3yrian Arab Republic arc members of the
Arab Coruton lNarkct csiablished in tino mid—196093/. Chana hes
participated in discussions on the Tforme.tion of o lest Arrican Economic
Community held in carly 1974-4/. "I‘he cxperience of cach of those
groupinss diffcrs; ihe degree of cconomic integration reached and the
oxtent to which ~ complementary pattern of industrialization has been
developed varics from group to group.. The intogration agrecments have
given rise to thie cotablishment of appropriate regional oporational
orcans and regional financing institutiona'. These regional institﬁtions
have recognizec the necd to promote industrial dovelopment and agreements
have been conoluded on - common policy on tariffs and investnent
incontives in many groums; ,oint industrial programming and the
establishmont of multinational industrial units to serve the regional

markot have beon initiated in some groups.,

Prc—conditions fou indusirialization

11.. Most of the other constraints (diacussed beiofw) exporionted by tho

oight small countrics roflected the level of coconomic development reached
rathcr than the amall size of the c,ountry’.‘ liost of the small oountries

lacked adequate infrastructurc in the 1950s but this was much loss of

. i .
1/ Chilé, Colombir, Ecurdor =nd Peru also signed tho Cartagens Agreemont;
Venczuela joined late®, '

2/ Tne other members are Antigua, Barbados, Belise, Dominioca, Jamaioa,
Mentgerrat, St. Kitts/Nevis, Anguila, Sant luecia, 3t Vinoent, and
Trinidad and Tobago.

3/ The cther members wre Egypt, Jordan, Kuwait, Sudan and Yomen Arab
Republic,

g/ Othor stotes taking part in the discussions included Dahomey, Ivory
Co-st, Liberin, Ni-cria, Sicrra leone, Togo and Upper Volta.
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an obrtacle ia the 1 0Co, liost cf the sr.il countrics scturted
industrinlization by cotablishing industiics that usced domeatic rw
mater alg, but in come countrics extensive reliance on imported supplics
ied to t.lance of pnymcnts difTisultics which ncte? as 2 constraint on

further industrialization.

12. A major constrnint in all of the smill countrics was the lack of
qualified mnnpower. Immigration made little contribution to the
dovelopment of human skills in thc cight countriesy  the formal
oducational systom was not alwiys well adapted 1o producing the human
skills needed by the industrial aector‘. In the 19603, thc coverage of
the secondary cducation system cxpanded, technological departments were
established in universitics and a much broader range of vocational,
tochnical and industrial troining institutions were ostablished,
Nevortholees, the supply of experionced manacers, aocountants, onrgineers,
and craftsmen did not keep up with demandj in some countrics this

shortage was aocentuanted by a '"brain drain" to developed comntries,

13'. Entreprencurship in the private industrial seotor has boon provided
in many countrius by merchants and importers who turncd to prodnoirg
locally the produoct thoy imported. Another source has bezn ‘he trans—
formation of artisar and small-scalc cnterprises to larger operations.
Ovmoership has usually been confined to familios and smnll groups of
investors and iu tho absence of 1 oapital morket promoting widoer om.ﬂhip
of induptry, it hns boen difficult to finance l~rge-scalc cntorprises,

In soms countrios the Govermmont has tokon responsibility for imitiati-g
all or most new large-scalc cntcrprises; in other oountrics thero has

been some reliance on foreign investors. Ilowever, in most countrios




aomcrtic cntrepronewrsoip has tecinn limited to swnller seale cnterrisce
and b o providod co o Jarze o part of the thrust to industri~lize as

'

is dosircble 1L indnstcizlization 1z to become A self.-conerating proocss,

14, Al the ctort of S 19500, mna of 1the cifcht small countries

lacked - sotisfrctory in-tifd.tion.l meciv wiom for mobilising domestic
savings to provide the privete riell nnd loan capital {or new industrial
enterpriscs; Domestic s vin_s hove typically preferred safer nreas of
private investment such as trading and renl cstate rnther than manufacturing
industry, Although institutions have been established to provide risk

and lcan copital to cexisting =and new inducirial cnterpriscoc in most
oountrics, they werc not all successful in raining sufficicnt funds based
on the intensive mobilizotion 20 domustic savia s, The terms and cone
ditions of loans from tiec comnmercinl bankin: sector have not always been
suitable for the promotion of smnll induntrial enterprises; an institution
that could provide finmuice under more suitable conditions (including anm
advisory extensior service to loan recipicents) was ostcblished in only

some of the coun‘rins,

spdustrigl developmont strategy used

*

15,  Participants noted tint the first mooting had agreed (1) that the
term "inductria) dovelopr nt mivetegy” would be used to defince both the
objectives and the broad opaorationnl appronch adoptod by o Govornment
to the long-term process of incuctricl development and (2) that the
torm "industrinl development policics" would be used to desoribe the
specific mensurcs (or instruments) and institutions used to implomcnt

,
the chosen Btrategyl/. In wost countrice tie formulntion of industrial

.

1/ Tt wos also noted shat the words "policy" in English, "politique" in
Freneh and "polfticas" in Spanish were often used in a senso that
would include both r~irategy and policies defined in the above sense,
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development stratczy and pclicics had been viewed ~s an integral part
of the over—all economic development strategy and policies of each
country ., The choice ol strategy wis tailored to fit the social and
economic o "ctem ot the country; political considerations had been of

paramount importance,

16‘. The industrial development stirategy had been formulated in most
countries at the time that tae country's national development plans had
been prepared'. In some countries, the approach to ownership of
industrial projects had changed when the social and economic a:steu of
the country changed; changes in political circumstances had also
adversely affected implementation of the development ylan ai various
times in some oountriea'. Nevertheless, the group felt that indicative
planning had helped promote industrial developmenty achievements might
have been greater if the industrial plans had been fornulated in a
longer term perspective, and ii they iiad been more ambitious and more
clearly d.af:lnedl.

17. In moet countries, the national development plan had provided
some guidance on tlo type of industries to be established in the future,
The type of industries chosen for priority development were influenced
by the availability of natural resources within the countzy and the
skills and aptitude of the available manpower, !owever, participants
found that too little attention was given o the integration of
industrial development witi other seotors of the economy amd to export

possibilities,

18, The strategy of most sountries uas aimed mainly at greater self-

reliance, Only in two countries did exports of manufactured goods




abgorb morc than 9 per cent ¢f inductrial productiong in one country,
the principnl menufactured exports wera processed timberg in tie

other, they vere mainly exports to the neighbouring countries of a

oommor. marlket, The eight countries had established very few industries
specifically to supnly markets in developed countries; although two
countries hal attracted o feu "enclave' industries, participants felt
that such inductriez were often temporzry and cifficult to integrate
effectivel into the longer-=term pattern of development of the industrial
sector, Preference was therefore given to indigenous industries

eporting products using local raw materials in most countries,

Andustrial cieg used

19. 1In emall developing countries in particular, the establisiment of
new industries ins required inoentives of one form or another, 1In
most countries, tariffs have been the principal form of proteotionj
in several countries thoy were reinforced by import licensing whioh has

been used to reorient the patiern of consumption to locally-produced goods,

20, The impact of the tariff structure on the establishment of new
industries was modified in most countries by the granting of import

duty concessions Jor imports of both (a) machinery and equipment and

(v) raw materials and other supplies, Only in some oountries were the
latter type of concessions ;ronted for a limited period; but as a
general rule the concession vas acministered so th.t it did not discourage

the development of local industries supplyin: tiacse products,

21s  Tariffs and import controlc wore used to promote industries and
curb the economy's cdemand for importis: s o result, the exchange rate
was of ten nerslected as a polioy inctrument and selling on the domestic

merket remained much more profitnile than exporting. Some oountries
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reimbursed import dutiecs and local taxes incurred in producing menufactured
goods subscquently cxportcd, but the me-sur s were too weak to compensate
for the higi coste of production wlich protecticn hind permitted in many
industrien., The policy fromework, then, encouraged an inward-looking
pattern of industrialization even in countries where ecxporting was a

declared goal.

22, Tax holidays were the wost common [orm of tax incentive offerecd,
providing full or partial relief from income tax for 5 years or, in
special cases, up to 10 yearsl. Where industrialization had reached a
more advanccd stage, such benefits were granted only to priority industrial
projects or in the case of one country, only to onterprises locating in
less-developed areml., Investment incentives appear to have contributed
to sustained rapid industrial growth in some countriesj however, they
have had little effect if the invesiment climate ls poor as a result of a
failure of the development sirateyy 28 & whole or because important pre-
conditions for industrial advonoe did not exist, Participants felt there
was insuflicient provision in the system of taxation in most ocountries to

encourage reinvestment of profits and the expansion of small enterprises.

23'. Where the Government's policy accepted foreign investment, it was
gonerally gronted the same oonditions cs domestic private investment.
However, polioy wos seldom ex-licit on the arces in whioh foreign mwat-
ment was welcomed or on the terms and conditions it would receivej few
countriecs ocnnoted a Foreign Investment Law, In several countries,
political changes led to drastic changes in poliocy which exoluded foreign
investment or led to mationalismation of private onterprises owned by

domostic and foreirm investors alike, -




24. All the countrics relied extensively on imported technologye.

The transfer of teochrnlogy was not aluays rdequate. The participants
concluded that many of *1c ocountries had not olunys iiade optimum use of
the contribution wiich modern technology available from external sources

could makc to their industrial cevelopment,

Jnstitutions and Industrinlization

25, Orily some of the ei-ht uonntrics preparcd dovelopment plans in the
19508 and participonts acknowledred the lack of an inductrial development
strategy in this period‘. By thc end of the 1960s most countries had

formal planning mechinery; in many countries, it uas guided by a

netional ccuncil which exercisod considerable politiocal powex;. A sepnrate
Minigtry of Inductry (or Ministry of Industry and Trade) hna been established
in all of the eight countricsy hig Ministry usually contributed a
detailed rlan for the industrial scetor to the nationnl economic develop—

ment plan.

26'. Depending on the nﬁmbor of major industrinl projcots implemented in
the public scotor, the implemcntation and operation of projects was
organigzed oither by (a) a number of agencics responsible for a group of
enterprises in onc porticular branch of industry or by (v) a single State

holding company,.

27. In countrics wherc the private sector implemented the majority of

industrinl projects, the Ministry exercised conirol either direotly through
the licensing of ncw invesiment projects nnd tae imports of equipment they
required, and/or inciréetly throu h the granting of investment incentives,

However, the lMinistry was usually only in o position to recommend changes
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in incentives to otler Iinictrics sueh as the llinictry of ['inance,
In some countrics, tiae Ministry of Induastry and the special additional
function of oversecing tie rolc of industrial development in the economic

integration programue with ncighbouring cottatrics.

28, In most countries, the nationel planning authority co-ordinates
egonomic policy.. Several countrics have an inter-Ministerial industrinl
development committee, but irn other countries thc machinery for co=ordinating
policies affecting industry was less formal. Inter-departmental committees
ocontrol the granting of investment incentives in moet countries, although

in some oountries the day-to-day work was delogated to o separate

institution,

29'. Several countries have used an autonomous industrial development
corporation to intensify national effortc to prepare and finance new
industrial projects; however, only in a few of the eight ocountries has
the ocorporation become a major force in the country's industrialisation

offorts,

30.. The development of fisancial institutions specialising in providing
long-ters. finance for the industrial sector came rather late in some

countries, Even whore suocissful industrinl financing institutions hawe
been developed, thoy seem to have relied loss on externcl sources of funds
for on~lending than industrial development banks in some larger developivg

countries,

31, Most of the eight countries have reached a stage of industrialisation

where it has proved useful to establish a ranze of specialised ancillary
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institutions. Most countrics Irve cutoblished an nzency to introduce

rnd monitor industrinl siandards.  lowover, most countrics have not so

far established ar. jndustrinl rescarch institution and inste~ rely on

government laboratorics and university facilitics to sclect and adapt
technology to n~tionnl rcmlircmentf—s‘. Som. ecountries have established
export Eromotig_qgr}j:_r_o‘s_ (or forcign trade institutions). A fow ccﬁntrie
have establisied jnvestment promotion centres but no offices have been
set up in developed countrics to promotc foreign investmont’. Moet of

the countries which achieved faster industrial development have cstablighed

(a) industrial training inetitutions to train the tochnicians and skilled
labour required by manufacturing industry and (b) monagemont development
institutions to develop the skills of middlc and senior levels of

managoment,

32, Tho difficulty of co-ordinating the efforta of o growing range of
ancillary supporting inntitutiona wns acknowledged by the group who felt
thnat asmall countries should keep tinir system as streamlined as péssible,
The assumption that ~ new institution would solve a problem wns seldom
correct and adapting existing institutions to the new strategy wos a

preferred approach.

33. The growing importance of industrial developmont had boen recognised
in most of the eight small developing countrics by making o sepamate

Mini. try respongible lor industrial develomment, Although the Ministry
was usually ultimately responsivle for indust;;ial development achiovements,
it has had to exert ita influence in tho contoxt of broador economic and

social objectives and policies,
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PART II, _COICLUSIOLS AI'D 1C0id "hi). 1o, O 't FA TICITALT,

34. Tiae pooticicants concivled ron, thir roview of pat experience {aet

it was not possible to ocuiline a oo .adacd indu tricd development sivateny
and 2 set of policics that could e applied unifermly to all develoning

countriec, Tiey thecTorc decid ! e recommend scae peneral riidelines

(A) for action to e tilien by indivicual sl developin:: countrics,
(B) for future industri.l co~opcration nmoi © developin: countrics, and

(C) for action to be itaken by the intern-tionnl community.

A, ﬂgqoml action to be taken by individual small developing ocountries

3%, The group reaffirms the principle reiternted in the Interiational

Development Strate;y that the development of developing countries and
consequently their industrializaticn achievements depends mainly on their
own effortsl. For this reason empnasis in the recommendations is given to
the action which slhiould be taken by the individunl countries on the natiomal
level, Due to the fact thnt situations and circumetances for industrial
development differ Irom one country tc the other, the sroup found it
difficult to draw up recommendations wliich will be applicable to all small
countries with similar emphosis and priority‘. Keeping this in mind, the
recommendations for national action which were nrrived ot durin; the

mee ting can be considered as no nore than guidelines of a general nature
which each individual country will need to adjust to its own partiocular

conditions,

36. The group recommends that the following points be taken into con-

sideration when formilating and executing industrial development strategies

and policies in small countries:

(a) to plan realistic targets for industrial development that are
sufficiently ambitious for industirialization to make an
increasinsly important contribution ‘o faster overall economio
growth, and diversificatic.a »~f the structure of the economy, to

he raising of the standard of livinz, and = better distribution
of income, to tic creation of betiier uwployment opportunities
and expansion of :cnpower nliille to increased forein exchange




(b)

(c)

(a)

(o)

(£)

(e)
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earmings anc reduced reliance on imports of manufactured goods;

to formulrte a lon -term cevelopment strategy that clearly s
desoribes the broad pattern uhich industrial development is i
espected to Jollow, thc role of »rivate and public sectors

in industrial development, anc the type of industriec and

sapeciflic najor projecis most suited for the development of

the country;

to emphasise in Lo long-term development strategy plans to
stucy, evaluate and develop the country's azricultural and
mineral resources nnd crontr new industrial projects for
processin: these natural recources to suprly the needs of the
domestic and foreipn markets; special attention should be
given to creating ~ more integrated economy

to include in tlie lon;=term development strategy plans to
esteblish in due time industries which will supply the
manvfactured goods and inputs needed by other sectors of the
economy, particularly the agricultural, construotion, and
energy sectors in orde: to avoid excessive roliance on imported
supplies;

tc elaborate specific targets for the planned development of
particular branches of industry which are of special importance
to the economy; the plans should consider the role and
integration of small-scale industries in eaclh branchy

to eleborate a long=term strategy for manpower development with
special emphasis on tecinicrl and vocational trnining; to assess
in detail the future manpower requirements of the mamufacturing
sector and establish in duc time a sufiicicnt range of institu-
tions to provide the skills required;

to pay particular attention in the development strategy to
raising incomes of the rur-l arens and to developing new
industries in such areas in order to be able to supply them with
manufactured zoods thoy requirs on the onc hand, and achieve

the broad ecoiomic and social objectives on the others




(h) to have the government play n morc active role in »roviding
and supnorting infrastructure ficilitics nceegsary {or
continued industrial development, especially at the cordy
stages of development., Such infrastructure focilitics normally
include transvort ~ac com.unications, power and water supplics,
educatiion anC training facilities, and (in-ncial institutions;

(i) to comsider whoa formulatin ; inductrizl policies, the posizible
need for:

(1) providing protection for cortain inductrics;

(2) providing incentives for cxport—orisnted industrics,
espccially those experting non—traditional manufactured
goods

(3) saximising employment nnd lwman resource developmont,
bearing in mind the benefits of medern technologieal
techniquess

(4) improving the oxisting geographiccl distribution of
industry and further increasin- the inoentivos to locate
industries in loss developed arcas.,

37. When considerin; the .bove strategics and policios, the oxpert
group. has cocognised the nead for special and concentrated attention

%o be poid by the loast developed small countries to the following:

-~ manpower skille and ‘rainingg
- osgential infrastruoture for industrial developments

= project identification, evaluation and implementationg

-~ financing of industrial projects

38. During the 1960s, many small dovolopin countrics realized that

some form of economic association with othor developing countries wns

possible and could be beneficial. This realisation wae based on the
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similarity ol the problemc ccnfrontin-~ ticese countries, on geographical
proximity, on the existence of common cultur~l notterns and on the
possivilitios of cconomic complementarity. Acknowledging tho
difficulties which such associations muct overcome and tihe natural
restrictions which st.und in their way, the croup felt that the results
achicved so fir c~i be considered satisfnctory in so far as they have

mxde possible notion wi:ich would not have been conceivable otherwise,

39« The group fclt thot these eofforts will lead gradually to the
institution of n integration process which will o beyond the original
pattorns based on geographical proximity'. The oimilarity of problems
which developing countries facc oould laad to the creation of an
alliance which will include devoloping countries that are not geographically
linked but who can play an inportant role in the process of development
of the less favoured areas. In the very near future, it is likely that
wider forms of association will bo crented, including countrioes which
play a particularly important rele in world affoirs such as India and
the People's Rerublic of China... Certain third world ecuntries who
posscus important reserves of capital have begun to use a smnll part

of them to promote regional development programes‘. The group observed
that sucli possible forms of ascociation and co~operation are for from
heving been fully exhausted; on the contrary, effcotive comsideratien

of them has hordly begun,

40, It is perfectly possible ti~t the under@eweloping countries may
adopt o morc cggressive policy in regard to the oonditions for selling
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their products wiich will crontc suitanle conditions for + tir.nsiler

of capital and tcchnolory, The primitive ido~ 1ot internatiornl
association will permit on nlerunte cxponsion of mar cts ond dove lopment
opportunities for tic cevelopin: countri.s ir o lon or ~ccopteds the
growth in thc world ponulation ~nd the utilizetion o the . rta's
regources is making it clear to all concernz@ thnt it is in the intercsts
of world cconomic equilibrium to develop the lesc fortunate areas of the

world,
41, The group thereforc agreed that

(1) most small developing countrics ncod a joint approsch to
halp overcome the obstacles pesed by the cmall slse of cach
individual country's domestic market;

(1i) small develoning countrios ean and should substantinlly increase
tacir oollsetive self-rcliance by increasing the present amall
share of their tot 1 imports of nanufacturcd goods imported from
other developing comntricay

(4i1) that tho bonefits to be derived from specialization in
manufocturing production bnged on agreod nlans of induatrial
co—operation should not be confin:d to sub=regional groups of
neighbouring countrics, but should cxtend to wider rogional
groups and trade between countriqa in different regionsg

(iv) that in order to facilitrte tic porticipation of less developed
countrics, ihe morc industrinlized developinz countrios will
necd to moke aspecial efforts to import manufacturcd ~oods
producod by the leas=doveloped countrios nand in particular
thogo identificd as the lcast doveloped countrioss

(v) that small dovoloping countrics, particularly the least

developed ocountrics, can and should benefit from an exchanre
of oxperience on various aspccts of industrianl development,

42, Tho group agrced thot in order to cchicve these goals it would be
neccssary to make rogionnl industrial co-operation n more important goal
of economic co-oporntion arreencnts amon; sub-rogional groups and to ensure

“that the agreement cotnbliclics o suitable institutional mechanism and agreed
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timetable for the implementation of the industrial co-operation
proposedl Hore effective industrial co-operation could be promoted by
a technically competent and dynamic sub-regional secrotariat and an
active financing institution; These inctitutions could help reinforce
(but could not be a substitute for) the political will to develop

effective go~operation in the [ield of industry.

43. Regional industrial co—operation should be implemented through

(a) the conducting of joint surveys to identify potential indusirial
projects to supply the collective market of groups of developing couniries,
(b) the preparation and agreement of joint development plans for

specific branches of industry (including the allocation of specifio
subsectore of these indusiries to individual countries), and (o) through
discussion of the harmonization of industrial development plans preparcd

at the nationa. level,

4‘. 1t was often desirable to develop gradually a closer harmonisation

of industrial policies and national laws affeoting industirial enterprisces,
A common approach towards foreign investment and the acquisition of foreign
technologies could be lmlpful.. Agreements to avoid the competitive
bidding for new invectment ,rojects through unnecessarily generous tax

and other forms of incentive provided by individual countries were

beneficial to all concerned,

45. It wos often necessary to make special provieion in the economio
co-operat.on agreement to safeguard the interestis of less~developnd
member siates. In the field of industry, special ooncessions to them

oould be included in the initial co-operation agreement, Provisiotﬁ A

o i e
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should atso be made for periolic reviews ol the inte ration srocess
leadinz to joint action te correct inecuituble trends thal result

from the »olicy framework of the initial asreement.

46, Inwustrial cooperatinn between develoning countries in different
regions should Le promcted tiurough con.ultations on speci’ic branches of
industry thati lead to an agreed hdasis for nrodret specialization, a
correspondin; allocation of production, tic removal of bariiers to trade
and creation of preferential trcatient for tihe products involved, and
where appropriate, lonz-term bilateral agreements, The Group felt that
the present agreement among selected develeping countries in different
regions to reduce tarifi and non—tarir® barriers to trade among themselves
in selected manufactured goods should be extended to other developing
countries and a wider rance of praducte..

47, Finally, the group felt th:t facilitiecs for the exchange of

experience among developing countries siiould be extended, It noted that

world associations eof dmductrial financing institutions and industrial

research institutions had been established by ':IDO,

48, The volume ani range of industrial manpower training offered by

selected developing countries to nationals of other developing countries
could usefully be etpandedA. A greater flow of technology and investment
betwoen developing countriec could be nromoted by expanding the range of

bilateral agreemenis between ceveloping ocountries on industrial and

technical co-operation.
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PART 11, ACTICI TO BC TAITL DV TILT INTSaNATIONAL COIZANITY

49, Since nction by the international comrmnity can ascist the cmall
develo: in: countrics in implementing their industrial development
strotegy and policies, tic grou considered the assistance which bi-
lateral donors of iniernational aid and the United llations apencies

(for example UNIDO, :ie lorld Bank Group and tho I.L.f.) have given

to the develoning countrics in promoting tlieir nrocesses of inductrializa~
tion. The group felt that there is urgent need for theso donors and
agencics to ctep up their zssistance so tiat small developinz countries
could not only achieve their cwn rrowth targets and those set by the
International Develonment Strategy but also put their cconomies »n a

more sustained bnsis.

50‘. The group identified eeveral factors which have contributed to
the unsatisfactory assistance extended to small developing countries
by bi lateral aid donors and the United lNations a.:-;enciea‘. In the first
instance, in several oases, tliere was a lack of the politioal will by
the donors to understand fully and be sympathetic towards the social and
economic problems of these countries‘. Until very recently, there is
some evidence ithat even the U.I*I'. agencies sgpve preferential treatment in
assistance to large developing countrics, 4 more sympathetioc attitude

was needec even amon. gsome of thase a~encies,

5.  Secondly, the metiodologics used by tho bi-latebal aid donore and
the U.N. agencice in as:ccseing the financial needs of the small developing

oountrics have tended to be inflexible, inconsistent and unco-ordinated,

AR«
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Very often siall developin- countrics are faced vith tiie problem of the
investment ~ap which need a larse injection of capital to reach the

levels of growth of national income and domestic saviazo set by thesc
donors., llowever, the experiecncc of some developing countrics
(particularly the leact developed onea) have showm tiot with their low

(and sonmetimes neg~tive) growth and saving rates, the aid donors have
extended very marginal financi~l assistonce. In this manncr, the
policies of thio bi-lateral and U.N}. agencies have tended to be inconsistont
with the objectives which they themselves have set the small dsveloping

countries,

52, Moreover, some of the investment criteria and preconditions for
investmont (foaeibility studics, institutional fromework, infrastructural
faocilition etc.. which themselves require skills and financo) which are
usually stipulated by the donors for specific projocic, tend to be
unoo-ordinated and unrealistic in torms of the overall development of
the couniries concerned, particulnrly where the donors arc not prepared

t0 help finanoce such proconditions,

53¢ Tho requiremcnt that tho small developing countries contribute
local oountorpart funds has affoctod the pace of the inductrialization
pxocoss in thece oountrin.. Scveral of the small developing countries,
with thoir low levels of savings (both government and private), lack the
nooessary counterpart funds for the implementation of viable projects
which are partially financed by tho ail donors, Moreover, beoause of
the tied commitmont of scarce local countorpart funds to foreign aid,



scveral small develoring coun.rics have becn unable to finance viable

priority projccts on thcir own.

54. Thirdly, the group fclt that once there tas evidence of concrete
lons=term development plans and nrojects in small devel-~ning countrics,
thon the aid donors, including the ll.B.R.D. should scek to extend
financial assistance on a co-ordincted vasis and on o 'procramue'
rather thun on 2 "project” basis. Alternotively, where the bi=lateral
aid donors insiet on financin: industrial development on a '"project”
basis, the group felt that the project base should be sufficiontly wide,
so a8 to cncoura;c a co-ordinated and meaningful devclopment of the

doveloping country's coonomy as o wholc,

55. }ourthly, the group identificd from tic experience of some small
dovelopins countries that there has been the tendency by some deweloped
countrics to transfor out-dated and, in some cases, poor quality equip-
ment, machinory and techneclogical know-how to the small developing
oountrieal. Moreovor, the high conts of royalties for patents and the
stipulations of o confined export market for the product mamifactured
in *he developing country also limit the growth of the manufacturing in

some small devcloping ocountrics,

)

56, Finally, tho delay by the aic donors in the processing of loan
applications ~nd the disburscmont of approved loans hos clso impeded the

pace of industrialisction in the small developing countrics,

5T Taking into account those factors which have constreined industrial
devolopment in the small developing countrica, the group therefore made

the following recommend:tions:
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(iv)

(v)
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the developcd countrics should extend o greater
politiccl moodwill to the probloms of inductirizlization
in the small devclopin: countrics;

the developed countrics and thce U.d. rgencios, pertiocularly
the I.D,R.D. and the I.II,F,, should be morc flexible in
their lending policics and less rizid in their methodolosical
concepts of assessins the investment reqiroments of the
small developing countricsg

oxternal assistonce by the developed ocountrics ond U.l,
agencics should supnort tic cchievements of the social and
oconomic ob joctives, based on concrcte medium and long-term
plans of thc rccipient countricsg

cach small devcloping country sliould review annually or
bi-annually with the aid donoru, either separately or
jointly, its policies and progr-mmes, including those for
the industrial soctor

the UNIDO should intcnsify its assisteance to the small
developing countrics, particularly in the following fields:

(a) oonsultative serviccs on the idontification, preparation
and implemcentation of industrial projectasy

{v) distribution of & 1ist of foreign investors propared
to invest in small doveloping countries and a list of
investmont opportunities offered by small developing
vountricss

(c) provision of technical data (including translations from
foreign languaze tecinical and coomomic journals) on a
regular and ocontinuing basis rathor than when roquested; and

(d) selcotion and adaptation of induetrial teshnology suitable
for small developing countries,









