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STATIMELT BY THL IXICUTIVE DIRECTOR

Mr. ABDEL-RAHMAN (Executive Director, United Nations Industrial

Develorment Organization) said that the rirst session of the Board marked a new
and most encouraging beginning fcr tre United Kntions efforts to promote
accelerated industrialization., The Board would be laying the groundwork and the
basic guidelines fc.- the activities of UNIDO in pursuance of the purposes set out
by the General Asscmbly. UNIDC was not a goal in itself but an instrument for
action, and success in creating the machinery should not obscure the goals or
detract from efforts to develor it and use it effectively,

Cne of the items on the agenda related to the establishment of the
headquarters of the new organization. The Austrian Government had generously
offered to build, at its own expense, permanent headquarters for UNIDO, The
construction of an "international city" in the heart of Europe would be a major
contribution to international co-operation in a field which was becoming
increasingly imjortant for all humanity. The Board had before it the report on
the negotiaticns conducted with the Austrian Govermment and details of the
arrangements for the temrorary headquarters of UNIDO. He wished to express his
gratitude to the Secretary of State fur Foreign Affairs of Austria for the spirit
of co-operation he had displayed during the negotiations.

The Board had before it comprehensivc information on the activities of the
United Nations system of organizations in the field of industrial development. It
would have to decide whether the existing ratterns of reporting should be retained
or whether a new pattern should be develojed. In particular, there might be a
need for closer analysis of activities by individual branches of industry, so as
to enable tie Board to deal with the specific problems of eact sector and make it
rossible to achieve edrnquate co-ordination and to harmcnize the activities of
individual agencies.

At the recent meeting of the Executive Secretaries of the regional economic
ccmmissions, it had teen envisaged that the close relationship between UNIDO, the
regioral ccmmissione nnd the sjecialized agencies should be built on the basis of
srecific industrial lovel mert jrojects. The develorment of machinery and
_recedures for cc-ordinatior of the activities of the United Nations systen in the

“{.11 of industrial seveloment should proceed on the basis of the cumulative

oo
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(Mr._ Abdel-Rahman, Executive
Director, UNIDO)

experlence derived from undertakings of common interest and co-operative efforts
such as those undertaken in connexion with the regional symposia and the
International Symposium on Industrial Nevelopment. Joint efforts to deal with the
varied aspects of industrialization were continuously broadened, For instance,
UNCTAD had become associated with the activities for the promotion of export-
oriented industries, in which several United Nations organizations were now
participating. 1in March 1967, the Asian Industrial Develorment Council had decided
to establish "Action Groups" 1n several sectors of industry. UNIDO had been invited
to rarticipate in two of the groups. UNIDO might also co-operate with ECA in the
establishment of a pilot regional centre for small industries. Likewise, it had
been asked to take part in a meeting on develorment of petrochemical and

fertilizer industries recommended by the Conference on Industrial Developmeni of the

Arab countries. At the recent meeting of ACC, the representatives of some of the
speclialized agencies had felt that there was a need to establish formal
co-ordination machinery in the field of industry. In the light of the important
responsitilities placed on the Board by the General Assembly with respect to
co-ordination, it would appear arpropriate for the Board to lay down the basic
principles for action in that area. It was clear that UNIDO, with its limited
resources, could not tackle all the problems of industrialization at once. It must
make use of the experience and resources of other United Nations organizations.
Without shrinking from its important responsibilities, UNIDO must undertake
practical arrangements with those organizations for collaboration in specific
fields,

Although a good part of the current work of UNIDO was geared to the
preraration of the International Symposium on Industrial Develoment, the
organization's activities as a whole were centred on operational assistance to the
developing countries. Such assistance must, by its very nature, be closely tied to
the application of know-how in specific areas. Thus, the programme of work
Fresented to the Board related to the ma jor aspects and branches of
industrialization. Success in that field would depend to a large extent on the
ability of the secretariat to build ur a strong technical capability and a
thorough understanding of the protlems in each particular branch. In its practical
ifvlication, such technical know-how - whether in connexion with the establishment
°f a plant or the develorment of a whole sector of industry - would have to be‘

——— meraT———— T ———_——_—————————— . T R, i




ID/B/SR.3

English

Page 8

(Mr._Abdel-Rahman, Executive
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harmonized in a total approach to ths problem at hand. For instance, the
feasibility study for a particular industry was in many cases the result of
studies concerning such matters as the market, raw materials, labour conditions
and capital requirements. In further stages of the project involving engineering
studies and the promction of financing, it might be necessary to apply different
rriteria to tle selection of the most appropriate production processes, the
training of *he necessary manpower or the solution of other problems of a local
nature. Thus, onc single project might involve the whole spectrum of activities
1isted in the programme of work, and the ability to provide such multi-dimensional
assistance would determine the success of failure of UNIDO. If UNIDO was to be
offective, its technical staff must be able to cover a certain number of basic
£iclds or aspects of industry. ‘Phe minimum targets established in that connexion
were far from having been reached, because existing resources had to be
concentrated on meeting the most pressing needs. While all necessary priority had
veen given to direct assistance, it would be unrealistic to expect that the latter
enuld be developed in & vacuum. The very concept of operational activities
included the ability te mooilize resources, promote co-operation and provice
tackstopping and technizal informaticn. The understanding of the requirements of
industrialization derived from analytieal rescerch of specific prcblems was

likely to te of no less value to the developing countries than technical adviee
given piecemeal. In any event, it was indispensable for the development and
implementation of sound programmes of direct assistance. UNIDO could not expect
to ecope with problems related to industry-building and transfer of technology
without developing a broad range of technical capabilities and without becoming &
storehouse of practical information and a centre or contacts. The deficiencics in
its worl. on such matters as industrial finance or patents and licences must be
romedied as snon as possible. It was, of course, the Roard's responsibility to
set the basic approaches to the work of the organization. Although a flexible
anproach was needed during the current transitional period, it was important not

t~ loge sight of the basic need to strengthen the technical capability of the
se~retariat of UNIDO.

fooo
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In that way, UNIDO could enhance its ability to serve as & bridge between the

develoring countries and the industrially advanced countries. In the industrial
world, there was now considerable concerm about the polarization of technology
which had acccmpanied the rapid increase in industrial production during recent
years. By promoting the technological advsncement of the less developed countries,
international cc-operation could do much to change that picture. Similarly, because
of the extent of their markets and the size of their .perations, the large
international corporations were in a particularly privileged position to contribute
to the over-all exransion of industrial technology and production. The developing
countries for their part were making every effort to enlerge their markets and
explore the advantages of joint regional or sub-regional industrial undertakings.
Increasing attention would have to be paid to multi-national and regional approaches.
Larger markets offered such advantages as mobility of labour and capital, the
vemoval of artificial obstacles and the establishment of joint research facilities.
These factors could contribute significantly to speeding ur industrial develorment.

The developing countries rould do much to make fuller use of their resources
and manpower, as well as their potential market for industrial products, but they
often lacked the means of action. Technical co-operation activities must £ill that
gap. The strong increase in technical assistance programmes indicated that the
raucity of requests in the field of industrial development, which kal caused some
concern, did not reflect a lack of needs. The programme of Special Industrial
services confirmed the importance of establishing an adequate framework, for in
the first nine months of its existence, over 1C0 requests for assistance had been
received from Governments.

The impact of the operational activities could not of course be measured
soiely by the number of projects, or requests, or even by the amount of money spent.
The central question was one of effectiveness. The creation of the Special
Industrial Services programme had ied to a hetter understanding of the real nature
of needs in the field of industrial develourment. Whatever the intrinsic value of
the assistance provided might be, its effective utilizetion in the recipient

country depended in most cases on !ts continuity. While the goals of each

AL R R
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4 wuantitative projections of the potential industrial develorment in the less
ievelored countries were not readily available, Nevertheless, there could be little
AR icubt that great potentialities existed, The vast volume of primary ccmmodities
nuw hbeing exrorted by those countries indicated important possibilities for

establishing processing industries that would increase their export earnings and
enable them to meet the growing demands of the local market, That was the case,

ot in particular, of ferrous and non-ferrous metals, petroleum, forestry products,

| natural fibres, and hides and skins. Furthermore, the natural resources of many
\ | developing countries were now much better known than they had been some twenty ;
years before, thanks to extensive studies made either by the countries themselves s
or w'th bilateral or multilateral assistance. Agricilture and building also had
e vreat potentialities for expansion. It was becoming increasingly apparent that the
creation of a broadly based industrial sector, embodying the integrated develorment
of resource-based and market-oriented industries, was the indispensable foundation
for the susteined exransion of other major sectors of the national economy. Once
the process of industrialization had reached a8 certain critical minimum level, it
uigkt generate forces that would contribute to the solution of many of its own
es jroblems,
The discrepancy between the growth rate of industries ard the growth of
akriculture, typical of the developing countries, was highly symptomatic. A lag in
in agricultural growth, particularly in food production, could, in the long run, impede
m industrial growth. The agricultural sector, wvhich accounted for the bulk of
tter ¢mployment, must necessarily constitute the main market for industry and the main

supplier of its raw materials. Many developing countries must now place new
or ‘mphasis on agriculturally oriented industrialization, but agriculture could not

slvance without an adequate supply of fertilizers, insecticides, agricultural

machinery and so on. Manufactured consumption goods were also natural incentives to
. to farmers to produce more and convert their surrlus production into cash. Generally
1eaking, inccme from industry should be used to finance imports of the implements
nwcessary to increase farm productivity, Likewise, plans for the expansion of
Lent wrtain crops should be accompanied by plans for the corresponding processing
vy ndustries.,

The solution of those far-reaching problems depended to a large extent on the

" ~rgence of an adequate framework for international co-operaticn, Full
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rployment and oo o omic crowtn in the industrial ~ountriez, resulting from the

vast investment in new industrial te-hnol gy, were fav upatle fact.rs in that the
frerenced tne rqpacity F thore countris: to render yreater agsistance Lo the
developing ~ountries. That trend should als: encourace and facilitate shifts in

the indurtrial stru~ture ~f the alvanced -ountries wnich would be not “nly in their
own long-term interect but also {n that of tne developing countries as well,
Moreover, many developlnge countries had nade a start in establishing an fnatitutinal
framework for industrial researcn and planning. Their tendency toward ceneral
self-sufficiency was losing ¢round, bt they were paining an increasing
understanding »f the importance, and ever the necezeity, of regiconal and
sub-regional integration. There could be 1ittle doubt that the time was ripe tor

a constructive dialogue between the twoe groups of countries on policies and meacures
for industrialization. The International Symposium on Industrial Development was
intended to serve as a first step in that directisn. The Symposium, which had been
prepared tor by a series of regional symposia, would provide a global survey of the

industrial situaticn of the developing countries, examine in some depth the

rrotlems ©onmen o thum all and ludl ate tue broad outiines of a programme oOf
internatisnal - -operation. The Oymposium would probably also assist the
Ocvernments of the industrislized countries in formulating their rrogrammes of
bllaternl wid and their policles regarding multilatersl asslstance in the field of
industry. lastly, it siuould also help the entire United Nations family of
orranizations in expandlng and improving {te programme of technical and financial
asclctance to the industrial sector.

Jne of LM1IC's fundamental tacks was to promote industrialization. The
concept ot promotion was 2 crucial one in the field of industry. There was hardly
a project ir industry wnicn 4id not involve, at cne time cr another, preliminary
economic and te-tnical surveys:  location, market studies, viability, technical
training, financing, -el -tion of processes and equipment, and sc on. It was
obvious that UNIDP® would have to play an active promoticn role in every aspect of
Inducstrial devel juent. It was guite pussible that the documentation before the
Roardt 1id not refi- 1 1o ercential aspect o f thrse a~tivities, which was the
trocaening Of cuntrots g tne ectarlishment of practical relationships between

Soekines toodneresse fnguctrlalization ettorts in the developing countrles

oWl wers preovt o e menng £ aotion. UNITO was attempting to give
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ite operaticral programmes a dynamic approach. For instance, the programme of
Cpecial Industrial Services was aimed at facilitating the solution of the practical
prubleme >f industrialiation in the developing countries. A revision of the
tiennial programming procedures for the Expended Progrgmme of Technical Assistance
with a view to arriving at a system of continuings programming might make it possible
to use the expanded programme more widely for industrial development projects. He
had recently proposed that a new category of Special Fund projects relating to
promotional activities should be introduced. Likewise, it might be appropriate to
review the programming procedures for the regular programme of technical asslistance
of the United Nations in so far as industrial development was concerned; the
procedures of that programme sh>uld be adJusted so as to permit its use for the
promotion of field activities which might serve as leverage for much larger
undertakings. The Board migh® wish to recommend appropriate action by the General
Assembly to that end.

The role of UNIDO was to encourage the building up of the industrial forces
cf the d=veloping countries and to help those countries make full use of their own
resources and of international assistance. At the present stage, UNIDO could not
provide finance for tke building of factories, but it might well promote investment
In speciric enterprises, by appropriate action carried out in conjunction with the
interested parties, the internaticnal financial institutions and even private and
¢tner sources. In the field of training, it could help Governments to define the
needs, promote tralning facilities and programmes and lccate the places where
specialized training might be chtained. In the field of industrial information,
™NIDO did not expect to set up a single service as the only reservoir of Knowledge,
btut it hoped tc give the developing countries access to the accumulated knowled.re
which existed throughout industry. In a schematic way, UNIDO might be described
a5 2 kind of central co-operative pool, through which it was possible to draw on
the experience, technical knowledge and tangible resources of all the participating
countriec,

That role might perhaps have to be accompanied by forward planning. It was
lmportant to develop a methodolcgy to assess the progress of industricl drrrelopument
of the developing countries on a global basis. An indicative plan - which might
part.llel the world indicative agricultural }rojections uricertaken by FAO for 1975 and
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1985 - might provide the needed frame of reference to steer industrialization
efforts towards desirable otjectives. It might serve as a guide to such questions
as the transfer of newly developed technology, the adaptation of technolugy teo
the needs of the developing countries, the promotion of exports of manufactures and
semi-manufactures, the intensification of investments based on economic integration,
and the increasing multilateralization of aid.

UNIDO would be able to help the developing countries out of their present
industrial stagnation only if it based itself on a succession of rractical and
well-considered steps to be taken within the framework of concerted efforts on the

international plane.

Mr. DIABATE (Guinea) and Mr. DUMITERESCU (Romsnia) proposed that the

statement of thc Executive Director should be circulated as an official document

of the Board.

It was so decided.*

KEPORT ON THE ESTABLISHMENT OF UNLDO HEADQUARTEP: (ID/B/6 and Add.l and
24.1/Corr.1 und Add.2 and Add.Z/Corr.1)

Mr. BOBLETER (Austria) said that k18 delegation was fully aware of the

importance and cignificance of the first session of the Industrial Development
Board, which marked the beginning of « new era for the United Nations and the
world community as a whole. The fustrian Government was prepared to make every
effort to give UNiDO the opportunity for a quick and effective start. The choice
of Vienna for the headquarters of UNILO was not only a great honour for Austria but
#lso a recogniticn of the declared aim of the Austrian Government to make Vienna
serve as an international meeting place, a role tor which Austria, as a neutral
State in the heart of Europe, provided all the prerequisites.

After the negotiations and talks at Vienna between the Executive Director of
UNIDV, United Nations officials and the Austrian Government, all the necessary
steps had been takeu, subject to the Board's approval, to allow UNIDO to move to

Vienna during the summer, and a satisfactory solution had also been found for the

* The full text of the statement made by Mr. Abdel-Rahman has been circulated as
i ~ument. ID/B/12.

/...
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permanent headquarters of the organization. After consulting with UNIDO, the
Austrian Government had decided to construct, with the co-operation of the City of
Vienna, a United Nations Centre which would house not onky UNIDO and the
International Atomic Energy Agency but also an international conference centre
which would be at the disposal of both organizations and would be suitable for the
holding of large international conferences. The United Nations Centre was to be
built in "Danube Park" on a plot provided by the City of Vienna which afforded
ample opportunity for future expansion. The site was only a few minutes from the
centre of the town, with which it had good communications.

The Goverrment of Austria had agreed to construct the building and the
necessary conference rooms at its own expense. The estimated cost of the Centre,
including the UNIDO and IAEA buildings, was roughly $25 million. The buildings,

.which remained the property of the Republic of Austria, would be leased to tae
Unjited Nations for ninety-nine years at a nominal rent of one Austrian schilling
a year. Construction should be completed within a maximum period of four yzars.
Every effort would be made, however, to put the building at the disposai of UNIDO
as soon as was technically feasible.

As to the provisional headquarters, to which UNIDO would move pending -he
completion of the permanent buildings, he wished to amplify the information in
annex II of the report on the establishment of UNIDO headquarters (ID/B/6) A
modern office building recently completed in tihe centre of Vienna would be vacated
and adapted to UNIDO's needs for occupancy in the summer of 1967. In viev of the
probable increase in UNIDO's staff, the Austrian Government had agreed to
construct, on & plot nearby and to the specifications of UNIDO, an office >uilding
which would be available by the autunn of 1967. It would alsc provide addi-ional
space in the Imperial Palace, where UNIDO might establish its documents centre.
Those arrangements seemed to be particularly suitable, for the future meetings o*
the Board would probably be held at the International Conference Centre, situated
in the same area of the Palace. Thus the 2,500 square metres of service space in
the Vienna Rathaus, mentioned in annex II to the report, would be used only for
archives.

Preparations were also under way to provide the necessary housing and school
facilities for the staff. Very satisfactory negotiations had taken place with
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The dratt Heaijuarters Apreement also ¢ mplemented the Conventi-n n the
Priviloges and Irmunities 0 ‘e Jnited Nalious in Lhe sense that, in most
trstances, ot explicitly confirmed practices whish were adhe red to by the 'nited
Natl ne ard the Member (tates cenerally but which had been or were suscs ptible of
teing o ntected ty a Memter Otate, F.r example, in ~rder t~ eliminate sny
poositiiity of a repetition of past difficulties connected with the term "direct,
taxes" urel in the C-nventi n, the draft Agreement provides that JNIDO ani ite
assets, int'me and other prcoperty would be exempt from all forms of taxatin
(zection 1t (a)). For +he same reagon, section 16 (c) provides for exemptisn from
all regictratinn fees and drumentary taxes.

The draft Agreement alsc r'illed a gap in the régime o f privileges and
imminitie« £ reiresentat{ves of Member 3tates. The Jecretariat alwrys maintained
that *ne "nrinciple of reciprocity” was no* applicable in the relations between a
host Ctate and g Member Dtete of the United Nati-ns. In other words, a State in

whose te rit ry the headquarters «f a United Nati ns body was situated was not

entitlel iaim Lhat representatives of a given Member 3tate could not enjoy a
certair orivilere or immunity n the ground that that Member State did not grant
the came orivilege or immunity tc the dipomatic envoys or citizens of the host
State.  The validity of tnat position seemed obvious to the Secretariat and, yet,
there was ne provision to that effect in the Convention. To fill that lacuna, the
draft Agreement specified in section 39 that the Agreement "shall apply...
irrespective . ¥ whether the State concerned grants a similar privilege or immunity
to diplomatic envoys or citizens of the Republic of Austria”.

With regard to the officfal:s of UNIDO, the draft Agreement provided for
privileges and immunities similar to those accorded to officials «f IAEA. In
certain details it was even more generous, since it provided for immunity from
taxation on peurions paid by the United Nations Pension Fund and for the right to

gty SR

B

acquire immcvatle property in Austria under the same conditions as thase applicable
to Austriar na [ nals., In short, the draft Agreement should erable UNIDO to
exercise i*s functions and to rulfil its purposec. In any case, it envisaged, in
secti~n Lk, +¢he -sneclusion of supr.lemental agreements vetween UNIDO and the

Government of Austrie, shuld *hat be found necessary,
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ruile, te held at UNIDU headquarters. Of course, sessions might, under certain
‘iroumstances, be held in ~ther countries, provided that the host Governmment bore
the aiditional costs involved, In view of the fact that the great majrority f
rganizationsg with which UNIDG would ro-operate were established outside of

New York, he felt that UNIDO's liaison group at New York should consist »f only five

or six persons.

Mr. AHMFD (Pakistan) expressed his warm gratitude to the Government of
Austria for the steps it had taken to provide everything needed fir UNIDO's
installation at Vienna. He was convinced that, with such an auspicious beginning,
UNIDO c~uld ri~t fall to achieve th. objectives for which it was created,

. SAHLOUL (Sudan) noted with gratitude the measures taken by the host
country to welc me the new organization. He also expressed his warm satisfaction
at the agreement reached between UNIDO and the Austrian Government.

Mr. IUBBERS (Netherlands) sald that the statement of the representative
of Austris >pen=4 the prospect of an early transfer with maximum efficiency. He

welcomed the successful cutcome of the negotiations on the Headquarters Agreement,

Mr. VHANACHET (Kuwai*) congratulated the Austrian Government »n the

efficiency with which it had given concrete form to a project that, only a few
months before, had not even been on paper, Vienna, situated at an important
Buropean crossroad between north and south, and east and west, was rertainly the
best place to work for the realization of UNIDO's purpose, which was t- enlist the
resources and technical knowledge of the developed countries for the needs of the
under-developed countries which had a desire for progress. He was perguaded that
UNTDO would help them to realize that desire.

Mr. DUMITERESCU (Romania) said that he was convinced that conditions had
been established that would enable UNIDO to attain the objectives it had been
assigned. He expressed his satisfaction at the successful ocutcome of the

Executive Director's efforts, He welcumed the Austrian Government's undertaking
to construct the headquarters buildings at its own expense and the steps it had
taken to enable UNIDO ton operate in temporary premises.
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{ir. CARTOLIUS (Federal Republie of Germany) said that his delegation

vreatly appreciated the prerarations made by Austria, with which his country was
linked by a long tradition of friendship.

lr, FAUYARACHUN (Thailand) welcomed the success of the negotiations

between UNIDO and the Government of Austria. In his opinion, making Vienna the
headquarters of the new organization was not so much an honour for the Goverrment
~t Austria as a recognition of its efforts to make its capital an international
meeting rlace, He considered the Headquarters Agreement very camplete and very
+lteral, ard he appreciated the facilities placed at the disposal of UNIDO by the

Loverrment of Austria.

Mr. MAHMOUD SALAMA (United Arab Rerublic) said that he deeply

ar;reciated the Austrian Govermment's generous offer. The Austrian representative's
statement confirmed his couvictin that UNIDO would be able to begin its work for
the industrialization of the under-developed country without delay., He hoped that
the Council would quickly approve the headquarters agreement, so that the move

could be made as soon as yossible,

2ir vdward WARNEF (United Kingdom) joired in warnly welcoming the

Austriun Government's most generous offer to provide a United Nations Centre as
1¢rmanent headquarters for both UNIDO and IAFA and expressed his delesation's

appreciation of the Aurtrian Urder-Gecretary for Foreign Affairs presence at the

meeting .

Mr. BRADLEY (Argentina) thanked the Austrian representative for the
information he had given on the plan to establish UNIDO headquarters at Vienna,
and exrressed his gratitude to the Executive Director for the work he had done
to bring about a satisfa~tory agreement on the matter, The Argentine Goverrment

was moat gratified at the fa:t that UNIDO was to be installed at Vienna.

br, VIAPCV (Bulgaria) also thanked the Austrian representative. The

irovisiornig of the headquarters agreement were entirely satisfactory.

Mr, GUETA (India) noted with satisfaction the informaticn given to the
Cruncil by the Austrian representative, the Executive Director and the Legal

~onsel, The Austrian Geverrment's offer was a most generous one, and he hoped

(L the establistment of termanent headquarters would be completed at the earliest
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rossible date. The fact that the Internatioral Atemio Enerygy Agency already had
its headquarters at Vienna made the choice of that city for UNIDO headquarters a
farticularly appropriate one.

Mr, SIKALUMBI (Zambia) said that he was most appreciative of the
Austrian Government's generous offer and of the provisions in the headquarters
agreement relating to privileges and immumities.

Mr. PINERA CARVALILO (Chile) thanked the Austrian representative. It
was gratifying that Vienna was to become a centre of international contacts in
the heart of an industrialized continent.

Mr. KOTSCHNIG (United States of America) said that the establishment,
of UNIDO was one of the most important events in United Nations history. His

Goverrment, sincerely wished the new organization success, ard he was conviuced
that the choice of Vienna would be a decisive factor in that regard. The
Austrian Government's offer was a remarkably generous one, and convincingly
reflected the deep desire of the Austrian people to work for co-operation with
the whole world. ''hat was a most understandable attitude on the part of a
country which had been the centre of so many historic events. Moreover, the
Austrian econcmy was made up of a complex of small and large industries geased
to international trade. That econcmic structure in itself would provide an
appropriate framework for UNIDO's activities. It was sad, of course, to see
UNIDO leaving New York, but he expressed nis unreserved gratitude to the
Austrian Government for its generous offer.

The meeting rose at 1 p.m.









