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[ PRopuc LoD

te 1. December ' the Genceral Acseminy Ut | T TS UYL VESY PO B T
adopted resolution 17 (XXVII]) on tre Svoond heroan O nter et
Uni od Nations Inaustrial Devel pment Organy ath coand o S IS T A
Gov arnment ot Peru to hold the Conferoncc at Lima i'rom ' o Maret

was accepted.

o In this resclution the General Assembly rojucctod that stope be fako o
enabl: the Second General Conference of UNIDO "to analyse b role o tndue-
tr-oalization in the promoticn of the developmen A othe develoepinge countrios,
to focns on the basic problems facing thuse countrics in the tictd 0 rniun-
trial pulicies and planning, and to define, within a dynamic Uramew b, the

contribution of the international community to the process e mdusteral boa-
tion of the deve! ning countrics with due attontion te the cxohange ol oxp.or-
jences and increased co-uperation among the developing countrics themseivaos .
It recommended that the Conference should "examine co—operation of developed
and developing countries, as well as co=operation among the coveloping coun—
“ries themselves, in the process of industrialization, with a view towards

establishing the basic principles for an international declaration on indus—
trial development and co—oporation, and with the aim of defing a compte=

hensive plan of action lor assisting the developing countrios, in particular
the least developed ameng them, in their offorts 1 accelorate theirr indue-—

trialization ani achievae a morc equitable share of industrial activity 1n the

context of a new international division of labour related Lo lodustry™.

;

e In addition, at the sixth special geagion, held from O April to May 174
and devoted to the study of raw materials and devel upment, the Genoral Avocombly
discussions reflected the importance and urgency attached to the drefusbrial -
zation of the developing countries., Tuus, 1n the Programme of Action on the
Establ ishment of' a New International Economic Order, adopied at the ond of the
gession, it stated that "all cfforis should be made by the 1ntoernational com-
munity to take measures to encourage the industrialization ! the d velopang
countries and to this end,"™ intcr ‘%l.ié' "witic & view Lo briroing abvoul a noew
international econumic structure which should increase the share of the devel-

oping countries in world industrial production, the developd coanbrl R and




Lre agenc.oes of the United Nations systemg an a.—uperatl o with the developing

cowrtrres, showdd o o eltnte boosetting up now irdustrial capacities including
raw materiaz s and commodlty-tranoforming facilitics as a matter of priority in
the develsping conntries that produce those raw materials and commodities”

(Cencral Assembly rosoiuticon 3000 (8-Vi)).

4. At its eighiu sessi o, hield an Way tu(4, the Industrial Deve-lopment Board
of UNLDO, functioning as the [ntergovernmental Preparatory Committee for the
Second Gereral Conterence of UNIDO, reguested the secretariat of UNIDO to pre-
pare certain specific documents, wnclud.nyr a note centaining factual and ana-
lytical material for the preparation of the plan of action to be consgidered

at the Second General Conterence (ID/B/H‘;‘_:, p.h).  In connexaon with these pro

z

parations, ‘he secretarial has sought advice frem varioun high-level oxperts

ard vpeclaliosts,

e As part of these endeavous UNIDO, in co-operation with the Government of
France and the Maison des sciences de |'homme, Paris, sponsored a Meeting of
nigh-level experts from developing and develvped countries, and trom different
socio=economic systems; this Mecting was Y.old in Paris on 21 and 22 June 1974.
The object of the Mceting was tu focus on the concept of a new international
Jdivision of labour related to industry, on a new international economic struc-
ture, in the context referred to above, and on the probl-ms related thereto,
The Experts participated in their persconal capacity and not as representatives
of any Government «r organization wita which ..y were associated. The follow-
ing Experts attonded the Meeting:

H. E Wr. G. P. Arkadi-v (Union of Soviet Socialist Republics), Perm-

anent Representative to UNIDO, Vienna, Austria

Professor J. de Bandi (Belglum), Institut de recherches en &conomie de
ia production, Nanterre, France

Dr. G. Fels (Federal Republic «f Germany ), Institut fiir Wel twirtschaft,
Universitat Kiel, Kiel

H, E. Mr. A, Jamal (United Republic ot Tanzania), Minister of Commerce
and Industry, Dar-es-Salaam

Mr. L. Jayawardene (Sri Lanka), Under Secrctary, Ministry of Planning
and Economic Affairs, Colombo
Protecser R. Lang (Yugoslavia), Zagreb University, Zagreb

Protossor J. Fajestka (Poland), Deputy Chairman, Planning Commission,
' the Committoo for Developrent Planning, United Nations, Warsaw
L3




Protessor I. Sachs (France), FEeole pravijue dec baut o Stados, Par.

Professor 0. Sunkel (Chile), Facu.tad Latinoamericana de Ciciclas
Sociales, Santiago

Dr. T. Vietorisz (United States of America), New School for Secial
Research, New York

Mr. W. V. Vega (Philippines), Mirister and Doputy Chairmuan of Mission,
Brussels, Beligium
Mr. F. Le Guay \Director, Industrial Policies and Programmire Divior n, UNIDO)
chaired the Meeting and Mr. J. !', Mensan, member of the Committee for Dovelon—
ment Planning (United Nations), consultant, and Mr. N, RammeBEricson (UNEDO)

served as the secretariat of the Meeting.

6. The Meeting (pened with & statement by Mr. 5. Heseo., Chairman of the
Prench Preparatory Committee for the Second General Conference o UNIDO. The
main working paper was the UNTDO secretariat paper antitled "Preparatory
Arrangemente for the Second General Conference of UNIDO:  Dugpgostions tor a
cumprehensive plan of action® (ID/’B/L.?(‘-'{), presented at the eihth coesgion
of the Industrial Development Board. The following documents were aluso
availabl es

Report of the tenth session of the Committee tur Develnoymont Flanning,

held at Vienna from 25 March to 1 Aprii 1974 (B/9%4:%); L

Declarstion and Programme of Action on the bhstawvi ishmenl of a New
International Bconomic Order, adopted by the Genoocal Assembly at 1t
sixth special sessicn, in May 1974 (General Assembly resolutions 20O1
(3=VI) and 3000 (S-VIS);

A paper by Prufessor Jan Tinbergen, Nethoriands Sohool of Boonomice,
Amsterdam, Netherlands, entitled "Deve spment, 1n me dietribution and
industrialization”™ (UNIDO/IPPD.1%4);

A paper by Dr. Cerhard Fels anc Dr. Frank Weiss, Institut fir Welt-
wirtschaft, Universitat Kicl, Kiel, Foderal Hepublic of Germany,
entitled "Some remarks on the concept f a ‘rnew intermaticna’ division
of labour reiated to industry'".
Professor K. Kojima, of Hitotsubash: University, Tukyo, -Japan, who was invited
to the Meeting but was unable to attend, later contributed a paper entitled

"A new internaticnal division of iabour related to inoustry®™.

1_/ Official Records of the Economic and social Councii, Fifty-severnth
Session, Supplement Ne. 4.




. o pepert oot b e tigr was proepacscod by Lo seeretariat o UNLTDO on

e uasts o the dlgcussions ang conciuslons arrived at by tne Group of Bxperto
wheo partieipat o oo the Meetrage It s toped that 1t will serve as o a usetul
contribution U, the document ution o the Socona General Conference O INIDO,

Lo rurther deiiv rations of the dntergoveramental Preparat oy Committee, and
Lo stimudate work and discucsion by al. voncerned in the preparation of the
Conferenca,

¢.  The secrctariat of UNIDO is most gratetful to the Experts for their valu-
able contributions and to the Govarnment of France and to the Maison des
scicences de 1'homme, Paris, whose ascvistance made it possitle to hold the

Mceting.




. GENERAL PERSPECTIVES

Role of industrialization in the development process

9. The Experts reaftirmed their belief that industrialization mugt conlinue
to be "a centre-piece of the development process". As noted by the Committee
for Development Planning at its tenth session, such reaffirmation was needed
in the light of some recent tendencies to underplay the role of industriali-
zation in economic and social development. The Experts emphasized the need
to see industrialization within the framework of a strategy and a set of
policies determined by each country for itself and aimed at achieving certain
basic development objectives, such as the satisfaction of the primary needs
of the porulation for food, clothing, shelter, health and education; self-
reliance and an increasing degree of technological autonomy; a more equitable
income distribution; the elimination of mass poverty; and a more balanced

development of the various regions within each country,

1C. The demand of the developing countries for manufactured products, such
as construction materials, household goods, clothing, processed and preserved
foods, was once larc:ly satisfied by local production (dominated by the
small enterprises of cra.f‘tsmen). The colonial period introduced a division
of labcur under which the developing countries satisfied their need for manue-
factured products mainly by importing manufactured goods in return for export

of their own primary products.,

11 The strategy of satisfying the demand of the developing countries for
manufactured products mostly througl foreign trade was no longer viable,
Export earnings tended to fall behind . reign-exchange requirements as the
pace of modernization increased, either because the volume of exports was
unable to expand sufficiently, or because the prices of tho exports did rot
keep level with the prices of the imports. Opportunities for gainful employ-
ment, which would otherwise have been available through producing marufactured
goods locally, were lost, while unemployment mounted. By remaining almost
exclusively primary producers in a lop-sided international division of labour,
developing countries denied themselves access to employment at higher levels

of productivity, and the income that accompanied industrial activities,




W e EBxperts conciuded that eonch country rot only needed, but also had
fhe vonciui ity of being involved in the procoss yf inlustrializations The
cxtoting endowment ol manpower, raw materials wnd other factors in every
untry o oald, and should be made the busic of wn industrialization policy
aimed at saticfying a reasonable proportion At the country's demand for manu-
factured goods. Food processing, the supply of remisites for agricultural
medernization, the produstion of ~nnstruntion materials, houschold goods,
~lotning, shoecs, and materials for hoalth and culture, offered opportunities
that could be uscd by each develnning country as a starting-point for the

development of a national industrial ccoromy,

13¢ In the view of the BExeoetoy the industrialization of the developing
countries should be co-crdinated with social and nconomic development strate-
e, taking inty account the acoumuliation of resources, the patterns of
consumption and incom: distribution in developing countries, the mechaniza-
ti.n of awgriculture, and such importunt matiors as the astablishment of key
vranches of industry, to be usad ac » busic for the reoricntation and
reorganization of the entire cconomy »f thege countrics with 2 view to
inareasing cconomic independences T particndar, inducstrialization should
im Lo satinty the basio reqirements o0 the poople, that i, the lowest
income erour of the population must commund o sufficint rroportion ot the
nitional income to provide a market or industrial godise For this purpose,
industrial develspment should we bacod on the skiils and awspirations of the

should be tdentified ard now ways of using

sotiety 1 teeifs Theoo okilh
thom tor industrialization should be found. 'The formation of local and
rogional tndustrial centres could be one way of activating human resources

tiy might be aviilabie ot the community ievel.

14e A growing awirenesc of the power and methods of operation of t ransg-
rational corporations under the present system nad a‘no raised quastions
about the reality of political indep nd nees  Governments were no longer
willing to accept the unlimited exercisc of cceoromic, and sventually politi-

, vower by rivate corporitions whose ioyalty and oriontation were not

o Ve e e 0 b ol e e spment po b vy It was sugeested
: G s viet b Pldien e o ooy caeen wae "ot industriali-
a
Cev o e aaet riess bt benef i tial utitisation of their ter—

e o gm mpandb sty




1%, The recent economic history of many devel.ping countrics chowed t

th

transnetional corporation and the domestic public enterpriscs to have bee

so far, the two principal agents for industrial development, Where the
former predominated, the subsidiaries of the transnational corporations
carried out investment decisions which were part of the foreism economin

policy of the parent companies. Through their marketing power they set

pattern of consumption, The terms on which investment capital and technology

were placed in a host country were often dictated unilaterally. In prene

the transnational corporations increased, rather than diminished, the economic

and technological depeniency ol the country and the lcnger they stayed t

more important they becume in the economy of the host country.

16, A countervailing trend emerged in some countries, and that was to p

mote public-sector industries, operated within the framework of national

policis and able to engage in the long-term planning and investment required

for industrialization. Some of these public corporations succeeded in b
ing up national :apability in technology and in the economic infrastruct
For many developing countries, an increase in self-reliance, namely, the
capacity to choose and, at a given stage, to generate their own technolo

was one of the main objectives sought through industrialization. This m

the

ral,

he

roe=
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that industry would be progressively more integrated andl that social organi-

zation of the production would be controlled by centres of decision with

the country itself,

17, Another background condition that would affect the approach towards
new pattern of world economy was the growing rcalization that the existi

pattern of industrial production, which had been built up piccemeal, was

in

3
ng
not

rational in respect to the limitations imposed by the gearcity of raw mate-

rials and the need to preserve a certain quality in the human envi ronmen
It was realized that it might be unwise to sustain the present rate of

exploitation of a number of non-renewable resources,

18, It was against this background that the Experts discussed the apeci
question submitted for consideration, namely. how the acveloping countri

could "achieve a more equitable share of industrial activity in the <ont

t.

fic
8

ext

of a new international division of labour related to industry", o cailed

for in General Assembly resolution 3087 (XXVIII).




CJe It was 2.0 noted that at it sixth Special session the General Assembly
had recommended that offorts be made "witt i vi-w t» bringing about a new
int«mational economic structure whi-h should increase the share of the
developing countri~s in world industrial rroduction® (General Assembly reso-
lution 3202 (5-VI)). 1In the spinion of the Experts, tue two axprescions "new
international div.sion of labour” and "new international economic structure”

had the sam: meaning and are so used in this report.



IT, FRINCIPLES AND OBJECTIVES OF A NEW INTERNATTIONAL
ECONOM1C STRUCTURE IN INDUSTRY

?0e¢ The need for a new approach towards economic and social development,
leading to the cstablishment of new types of re.ationships between developing
and developed countries had not been created by the situation prevailing dar-
ing the previous few months, Inflation, crises in thc monetary uyctem,
shortcomings in the type and pattern of growth in industriaiized countrios,
the irrational management of scarce natural resources in the world, environ-
mental problems and so on, had stimulated the consciousnese in many circles
that a global approach was needed which would take cognizance of the inter-

dependence of countries in solving those problems,

2le The so-called "oil crisis" had added urgency to the matter, demonstrating
that some change had occurred at worlid level in the distribution of assets,
such as raw materials and financial resources, This situation producecd
various reactions in the developed countries, ranging from a ncw form of
isolationiasm, accepting the risk of open confrontation, to the recognition
that different relations should be sought, based on negotiated interdependence,
It appeared that the latter tendency then prevaileds This found cxpression

in the consensus reached by the General Assembly at its sixth spcecial session
when a Declaration and . Programme of Action on the Fstablishment of u New
Intermational Economic Order, based on equity, sovereign cquality, interde-
pendence, common interest and co-operation was adopted (General Assembly
resolutions 3201 (S~VI) and 3202 (S-VI)).

22, The Experts recognized the major importance of the section devoted to
industrialization in the Programme of Actior adopted by the General Assembly
at its sixth special session and, in particular, of the recommendation that
the interrational community should take measures to bring about a "new
international economic structure which should increasc the share of the deve-
loping countries in world industrial production". (General Assembly resolu=
tion 3202 (S~VI), chap. ITI[)s It was the understanding of the Experto that
it would be the task of the Second General Zonference to participate in the
implementation, in the field of industry, of the principles of the new
international economic nrder adopted by the sixth special secsion of the
General Assembly. (General Assembly resolution 3202 (s-v1), chap. IX,

para. 2.) For this reason, the Exprrts considered the Conference to be very

timely,




e T Bxpoorto wore unanimouws in oconsidering that efforts to accelerate
cnductriasisation nothe developing countrios and to achieve a more equitable
share ot the D osductrin, witivity, in the context of a different international
division of lubour us roated to industry (s stipulated in General Assembly
resolution 3047 (XXVI1I1)), should be undertaken within the framework of the
"Programme of Action on tho Estab.ishment of a New International Zconomic

Order", (Ceneral Assemuly resolution 3200 (s-v1)).

;

24, The Experts cgreed that the aim of a better international economic
structure in industry should b to achicve "global raticnality", as expressed
by one member, not to accept theoretical oriteria imposed from outside on the
countries involved, vul to search for common interests through a process of
onsultations and negotintionss This chapter discusses the objectives of the

new oconomic structure and the princinles on which it is founied,

le Identification of common intercsts

25 Ac stated, decisions leading to a ncw international economic structure
should be made by individual countries in connexion with each country's own
development objectives, strat.gies and planse The following remarks are

ruidelines Lo be adapted to cach case,

Interests of doeveloping countri-s

26, In embarking on a process of co-operation towards a new industrial
international structurs, doveloping countrics should aim at progressing
towards their main development objectives, as indicated in chapter I, The
combination of those nbjectives would be specific for each country, with an
industrial development gtrato.z formulated to take account of the country's

particular cconomic vonditions and social régime,

2fe Participation in world iadustry would be, to a varying extent, indis-
pensable to most developing countries, in particular to those that had a
smill or mediwn-size market, Juch countries needed access to international
markets that would permit them to establiish industries on a viable scale,
They needed foreign cxchange for the industrialtzation, aad so required a
forcim-trade svostem from whicn they could derive greater and more equitable

potinne, They aae needid to have secess to technology on better financial

- —
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19

vo-operation with othew countriss regarding car.tal, woow-how and creiceo,

should be speliad out by each country in this contoxt,

2te  The objective should not be limited t5 the lo.ation within th. deveioping
country ol the new industries to serve the world market, Oreat attontion
should be given to the integration of such inaustries into tho ~conomy o the
country itself; to the possibility of generating know-now and autonomous
technologyj and to the global benefit, economic and social, which the country
would receive from their establishment, Por developing countrics, a new
international division of labour should not mean only new international Jdio-

tribution of production but also a new intermational distribution of income,

29« Examples were given, by some EBxperts, U ountrios wiore Cot outwird-
looking industrialization, pursued without taking these factors into account,

had had very negative cconomic and social effects on the country®s development,

30 According to the particular conditions and objectives, «ach i veloping
country would put emphasis on those indusctries that wore capable of abso rbing
labour to a large extent, o industries that would process local natural
regources, ocspeciaily renewable resources, such as wood producte or biological
chemistry, or on industries that would benefit from !ucal geographical or

ecological conditions,

Interests of developed countries

31« Industry in many developed countries waz already facing serious diffivu-
lties, which were bound to increase in the futurs, The proportion of migrant
labour in the active population had reachoed rigures that wore considered in
many countries to be maximum, or even excessi.o, loading to social tensione

Environmental protliems in some countries presontcd o bottie-nock for the




r ation, of new factories in some cectors, Pollution could often be controlled

with some extra cost, but lack of space and water was a very important factor,
The cost of cnergy, transportation and raw materials might also induce deve-
loped countries to pursue more actively a shift of processing to the develop-

ing countries,

Interests of the international community

12+ The present economic structure in industry was far from rational, from

the over-all view of the international community. Structural unemployment

in some countries, the concentration of heavy industry in over—populated areas,
the unnecessary transport of bulky materials, the waste of non-renewable
resources had all contributed to high prices, inflation, the development of
unused capacities, and the us: of inadequate technology. The world community
as a whole would benefit from a more rational structure, Furthermore, if
golutions based on interdependence and co-operation were not found, the
alternative would be for cach country to use the advantages at ite disposal
indcpendently for its own particular benefit, The risks of dislocation

inherent in such a confrontation were obvious,

2« Consideration of mechanigms for establishing the
new _international structure in industry

33, Having recognized the existence of a number of factors that could induce
many countries to be int rected in a new international/industrial structure,
the Experto discussed ext-nsively the mechanisms by which the complementarity
of the various interecsts ~oald be determined, and the process through which

mutually acceptable decisions could be reached,

ide The Experts were of the unanimous opinion that, for a variety of reasons,
the free play of the market mechanism wac not sufficient to reconcile the
various interests and work out an international industrial structure accept-

able to all concerned,

%, Bven i the desirable restoration of the trade mechanism and of the
monetary syvotem were achioeved, the market mechanism alone would not be an
wlquate inetrument for designing a more rational industrial map of the world

op b tuture,  The interests to pe roconciled included long-term objectives,



not all of an economic nature, Struclural changes were requested which Lo
present price system could not take into account. While recalling the impor-
tance of implementing in practice the commitments made by developed countricn
of a more liberal access to their markets for manufactured gocds from the
developing countries, the Experts agreed that such measurec chould b. supple-

mented by specific systems of industrial co-operation,

36, The Experts were also of the unanimous opinion that achicvement of a more
rational world structure could not be left to the initiative of multinational
corporations., Even when their participation had contributed to fast indus-
trialization, uncontrolled activities had often led to the creation of con-
sumption patterns that were inconsistent with the countries' possivilitics

and objectives; the importation of foreign technologies to the detriment of
domestic technical development; the subordination of local capital to foreign
decision centres; the lack of integration of the corporations' subsidiaries
into the country's economy; and, in general, the reproduction of a process

of industrialization that had been followed previously by more advan:ed

countries with the establishment of a pattern of foreign lependency.

37, In countries that might find it usefu’ to negotiate with multinational
corporations, countervailing powers should be strengthened, This was necces-
sarily done by the political power of sovercign States, acting through the
establishment of productive enterprises, by the ability to invest, to develop
technology, to start a process of research and development and, through the
strengthening of government action, by lo.g-term planning, organirzation of
the infrasuructure and public demand, and the setting of guidelines and

policies,

38, Having thus recognized the fundamental role of Government in deciding
upon strategies and policies of industrial devclopment in determining the
objectives and criteria for industrial co-operation with the outside, the
Experie considered that the new industrial structure, reconciling the various
interesta and objectives, should be worked out primarily by a process of coun-
sultations and negotiations among Governments, and in consideration of the
world industrial system as a whole. Adequate mechanisms should organize, in
a progressive manner, ir*terdependence and complementarity among the various

partners, It was underlined that the industrial co-operation to be established




snouid consider not only the complementarity of the means to be used for

industrialization, but also the complemcntarity of the results. Increasing
the share of the developing countries in industrial production, as recommended
hy the General Asscmoly at its sixth special session, should be accompanied

by an increase in their share of the gains accruing to industry.

e In this connexion, the Experts gencrally supported the approach put for-
ward by the secretariat of UNIDO for the preparation of the Second General
Conference for the egtablichment of a system of consultations and concerted
action (sce ID/B/L.IG'Z). Detailed suggestions are contained in the next

sectione

3¢ Criteria for industrial redeployment

40, It was agrecd that decisions to *ransfer industries or establish new

ones could not be made on the basis of identical criteria applicable to all
situations., The new economic siructure could not be imposed from abroad by
theoreti~al calculations, but should be reached progressively through a pro-
cess of negotiation. Fach country would have to estab! 'sh its own criteria,
taking into account its development objectives, strategics, policies and
gspecific conditions, Through the process of consultations the various partuers
would compare their requirements, try to make any necessory adjustments and

attempt to reach agreement by ctages.

41, In vicw of these considerations, the Fxperts confined attention to
general considerations regarding sectors that would, in all probability, in
the long run lend themselves to important restructuring. Industries with a
high laubour content were olviously one major category, since the level of
employment differed from country to country; to place the factories with
the workers was considered to be far preferable, economically and socially,

than to continue to transplant the workers to the factories,

42, Tt was not a good policy to place industries that demanded vast areas
of space and large volumes of water in densely populated areas, particularly
if it were necessary to cstablish them in -hoice locations {such as the sea-
shore) where there was heavy pressure of demand for tourism and recreations

Redoployment lowards the developing countries of industries such as shipyards,

vofrochemical pinnta and steel mitis, 1o already well und.r way in Japan and
et bonme 4 onewestty oo Bur ope, The crganicat ton of such 4 process in
vt iyt Wy on 4 muan creater cocate 3 one importunt fioid for consulta-
g et tiationa,
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4%, In considering the criteria, there was u oxtensive diocassion o the
theory of comparative advantage as a considrration for redepioymont, A
variety of opiniuns were exprecsed, Without reaching wwimity on 211 wanoete,
agreoment was roachod on the following points:

(a) Bxact measurement of comparative advantag. was a very complex tacke
Mechanical calculations of labour and capital content had, in the past, led to
migleading conclusions,.

(b) However, if there were recognized comparative advantages for dove-
loping countries, they should be exploited, and the devoloped countries should
be ready to accept industrial redeployment and not to proteet unduly indnstries
which should (bviously be shifted to developing countries,

(c) A the aim was to achieve a new intermational cconumic structure,
the factor endowments might change in time, and in som: casec very rapidly.
For inatance, in some developing countries the setting-up of indusiries that
were based on low wage labour had led to a fast increase in wages, wnd thoaos:
countries had had to move rapidly tcwards more sophisticated industrieas that
utilized more skilled labocur. If this process was not planned sufficiently
carly, over-investment might occur, leading to unutilized capacities and a
waste of scarce resources for the developing countricse

(d) The necessity of strengthening the industrial structure might lead
a country to develop sectors that would not, of themselves, have comparative
advantage but that would be useful in crcating forwnrd and backward linkages
with other sectors,

(e) Comparative advantage, even in its dynamic form, was rnt the only
criterion that should be used in the selestion of industrics, strce develop-
ment criteria of a qualitative nature were sometimes more important for the
developing countiries,
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I1T. WAYS AND MEANS TOWARDS A NEW WORLD
ECONOMIC STRUCTURE IN INDUSTRY

46, Having agrced that consultations and negotiations among Governments would
be the main instrument through which the new interrational economic structure
in industry could be achieved, the Experts considered that consultations should
be prepared and organized, su that they would ensure the best possible results
and not increase the dependency «f the developing countriecs. The result of
the process of consultations should be the implementation of the principle of
equity in international relaticas, which was very different from formal equal-
ity. This would be dune by strengthenming the weaker partners, so that they
could take the maximum possible advantage of the new structure. To that end,
a number of measures, tc be taken by the various partners, were suggested by
the Experts as a cortribution to the preparation of the plan of action to be

adopted by the Second General Conference.

1. Measures to be taken by developing countries

47. When entcring into a process of consultations for the building up of a
new international economic structure in industry, the developing countries
should previously have determined firmly their objectives, strategies and pol-
icies. They should knuw what they were seeking when dealing with potential
partners and what type of reiations they wished to establish through indus-
trial co-operation. This meant strengthening their planning capacity and their
institutional set-up fur con'rol and decision-making, and developing their
information gystem. A world industrial programme could not be built up in a
vacuum, bui must start from country industrial programmes which a process of

consultations would seek to harmonize.

48, The merita of industrialization to achieve the main development objectives
were discussed in chapter T of this report, together with the impertance of
countervailing the power of multinational corporations. Participation in the
new international division of labour would induce developing countries to build
up a capacity for informati:n and study, and an institutional set-up through

which their stratepy could be translated into practical guidelines for consul-

tations and negotiations with potential partners. They should also build up




criteria and systoms f assesument throucsh whier Uhe cocte o con T

their participation could be continually cvaiaton,

7. Cu—opcration among developitgr countrios

4J. The Experts attached considerable importance to cu-cperation ameng Lhe
d:v.loping countries and suggested that high priority ove given Lo this an the
plan of action to be prepared for the Second General Conferenco.  Participation

by these countrics in a new international economic structure would be much more
effective and profitable it they operated together and not in isclation, While
individual self-reliancc might secm to be a remote objective for many small,

l cast developed countries, collective self-rciiance would be a more attainable
goal. Industrial co-operation among developing countries must be developed at
various levels - at subregional integration groupings, such as the Andean Group,
within regions, and betweei. regions - and could cover, for instance, the joint
planning of new industries, the harmonization of policies, and agreements on

specialization.

50. Consultations could also take place among the developing countries with

the object of harmonizing their incentive policies and their policies regarding
foreign capital and foreign technology. In doing so, they would avoid undue
competition among themselves and strengthen their collective bargaining power.
Co-operation would also be needed when dealing with powerful trangsnational cor-
porations to exchange information, to work out common approaches, and, where
appropriate, to strengthen their public sectors. The establishment of regional
payment organizations would be one way to foster trade and individual co=operation

among the developing countries.

51. The develoring countries may not be able to take their rightful place in
a new international division of labour partly because of disadvantages in trang-
port and shipping. Greater participation by them in the carriage of their im-
ports and exports is desirakle., In mosi cases this would have to be implemented
by groups of countries. Better control of the transport and shirping industry
which, ‘a.lone, could nuilify all the competitive advaniages that the developing

countries might possess in various spheres of industrial activity, was also

necessary .




“.'s There was ansther suggestion that, in any system of consultations, such
as tnat doscribed below, the developing countries might wish to establish spe-
cific mechanisms of consultation anong themselves, either at the regional or

at the interregional level, for the purpose of co-ordinating their positions.

v,  Measurcy toe be taken by developed countries

Y5 As stated, it was considered to be unwise for the developed countries to
react tu the difficulties of the present situation, in particular inflation

and det'icits 1n balances of payments, by adopting an attitude of isolationism,
or bringing into question previous commitments made by them within the frame-
work of the International Development Strategy (General Assembly resolution
2026 (XXV)) in the fielde of financial aid and trade liberalizatio'.. Financial
transfers to i1ndustries in the develoving countries should be increased. The
General System of Preferences shoula be improved by the removal of the remain-
ing protectivnict aspects emboudied in tice various safeguard clauses and by
inciuding in it more processed goods. The corresponding action promised by

the devcloped enuntries inh connexion with the new round of tariff negotiations
under GATT should be implemented spoedily, and on a non-reciprocal basis. How-
ever, 11 wai the unanimous opinion of the Experts that the process of trade 1ib-
eraiicalion was iikely to recach a limit gsoon. Therefore, the developed coun-
tries should consider seriousiy the pulicy implications of their acceptance of
the programme of actior fur a new international economic order adopted by the

General Assembly at its sixth special session (resolution 3202 (S-VI)).

4. It would be necessa:y to examine, first of all, the new industrial poli-
cieg that would be consistent wiith a major redepluyment of industries towards
the developing cowiirlies, with the object of solving in the long run the dif-
tficulties sct out 1n chapter IT. 1t was noted with interest that studies of
the problems concerned were being undertaken, 1n government and business cir-
¢les, 1n various Buropean cowntries, in Japan and in the Organisation for
heonomic Co-operation and Development. This would imply consideration of the
industrial objectives, stratogies and poiicies of the developing countries and
their inclusion as parametcers in the preliminary studics that were being done
wiiiun the framework of planning exercices either at the guvernment level or

R A TRl ?.Vt}‘l‘..i(' SevVel .




55. In this cornexion the Experts discussed auju. .ment o
in advanced countries and agreed that these shoul i ¢ mov 0 vt oy
Ad justment assistance was conceived as ald given by a Jeve rrment cooatt o on g

the effects of a reduced activity resulting from various ccon me - o1 b

factors. In many cases such adjustment measurec had tended art .ty o oy
strengthen existing industries, such as some secturs in th: toxti WUSTPREEEN
which, more rationally, could have been locat.d in dovel pirs - ountrer v ua

to counteract the efforts of trade i1iberalizatior.

56. To obtain the greatest benefit from the adjustmont meacuros, 1o the =
text of a new international economic structure, it was considered that asolst-
ance should not be given across the board. In cach specitic case, opjectives
of structural changes should be set, the optimum time for phasing out choulid

be calculated, and costs and benefits should be evaiuated. On this basis, tre
trade liberalization programme and the readjustment programme snould be estao-

lighed jointly in a consistent way.

57. Adjustment measures should be part of an integrated industrial pol .cy,
the purpose of which would be to optimize the industrial structure as a whole,
The shifts from sector to sector, which this policy would foster, would lead
to a better industrial structure and, consequently, to a betier allocation of
regources, For this purpose, methodology and a procedure for intersectorai
cvaluation should be worked out., Special incentives could be given to those

enterprises that would move production to developing countries,

58. These technical and institutional instruments would give to the Govern—
ments of the developed countries, if they had the political will to do sc,
more strength to discuss measures for redeployment with industrialists or trade
unions, who might be reluctant to provide substantial support for these poli-
cies. Governments might then be in & more secure position to enter into a
process of consultations with the developing countries and to induce their own

industrial enterprises to participate in such a process.

4. System of consultation and concerted action

59. To establish a new international economic stiructure in industry, the

Experts were of the opinion that the market mechanism wa: not sufficient, and
that it could not be expected that transnational corporations would readily
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(t) The consultations should follow a global approach v t1 - indus-
trialization as a whole to allow for the interdependence and ¢ mplementarition
among industrial sectors and regions. Within this globa! framework specific
consultations could then be organized at thc¢ sectoral and regicnal lovels

(g) Consultations could also take place regarding way:s and means
ot implementing, in practical terms, in the field »f industry, the principles
of a new international economic order adopted by the General Assembly at its
sixth special session. Instruments to be examined could be: codes ot conduct,
new forms of industrial co-operation, guarantees, long-term bilateral agree-
ments, development contracts and the like;

(r) Tt could be expected that the system of consultations might facil-
itate agreements, bilaterally as well as within groups of countrics;

(i) Through the system of consultations, Governments might cxchange
information on the programmes and policies of itransnational corporations,
prepare joint positions, and countervail the power of transnational corpora-
tions, not only through legal instruments, such as codes of conduct, but also
by providing them with an economic framework into which the programmes of the
companies could be fitted. The consultation process could give priority to
strengthening the public sector in the various developing countries;

(3) 1In the consultation process, special attention should be given to
industirial co-~operation among develo)jying countries at sub-regiovnal level, such
as the Andean Group, within regions and among regions.

50 ﬂle role of UNIDO

ti. The Experts were quite aware that they had not been = AR

th strategy and the organization of UNIDC - & ma”

ag @ me members recailed, by a high-level group oi raxp o

governmental Committee. They thercfore confined ithemsorve RIGY
were directly related to the role of UNIDO in setting up a new indusirial divi-

si1on of labour.

€4. The Experts agreed unanimously that international organizations should
piay an important role in the achievement of a new international economic

structure, as indicated by the sixth special session of the General Asscmbly.

65. It was noted that some consultations relating to industry were already
taking place, either between countries with similar social systems, as those
in the OBCD and in the Council for Mutual Economic Assistance, or among coun-
tries with different systems, such as those in the United Nations Economic
Commission for Burope. It was considered desirable for the Second General
Couference to consider the establishment of a system in which all the developed

and developing countries could participate under the auspices of UNIDO.




6. It was al.: considered that technical assistance and intormation from
UNIDO would be indinpensable to enable the developing countries to take all the
measures necessary in connexion with the new economic structure. To be success-
fuly the system of consul tations should be based on real, but not formal, equal-
1ty among the partncrs, and to strengthen and advise a weaker partner, on re=-

queat, was a major task.

e In connexion with a new international divieion of labour UNIDO, as an
interna.ional organization, should have ncw, specific functions. The following
were suggested:

(a) Preparc periodic global studies and furecasts, which should not be

mechanical projections Lut active forecasts, preparing common ground for common
decisions to lead to beneticial changes for the developing countrics;

(b) Build up an adequatce system f industrial information;

(¢) Provide a ferum for intecpovernmental consultations of a continuous
and rcgular nature;

{d) Assist the developing countries in the consultation process so that,
through 14, they could achieve their dovelepment obgectives;

(e) Set up, orothe besetit ot the deveroping countrics, a system of
evaluation on the effecty of the new cconumic ctructure and on the achievement
ot their development objectives (such as uclf-rcliance, social objectives, and
50 on). The criteria tor ovaluation chould be qualitative as well as quantita-
tive and should include criteria other than vconomic criteria;

(f) Study and propogce torms ard instruments of industrial co-operation,
translating into practical terms the principle of the new international economic
order, such as codes of corduct, i rg—=term development contracts, or co-production
agreements;

(g) Increase its co- rdinating role with other organizations and agen-

cies in the United Nations systum, and with other bodies,
tb. In conclusion, thc Experts cxpressed their conviction that the sixth
agpecial session of the General Asscmbly was an important step of great political
gignificance, but that the excellent principles of the new international econo-
mic order had not, so far, rcceived practical application. The Second General
Conference would be an excellent occasion to implement them in an essential
field, that of industry, by adopting a pian of action responding to the new
s1tuation and to the hopes of the develuping couritries. The Experts considered
that this would add a new dimension to the work of UNIDO, While rising to the
chal teng to put the now internationei economic order into action in the field
S inductey, UNIDO snousa chow tratiative und put forward imaginative concepts

cooabe, T Expe rto expreceed theie appreciation at having been called

s tasok.









