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Note to the reader nf thic Dccument

The purpose ~f *he mioting ~f the “dviscry Tancl 1 ryouid ones in ove
ohtain ocutoide and impartial jpointe ~f viw c: the reeds of forelevane
countries in the area of industrial pelicies art “ne wuys o wny b I
can best halp to meet *these needs,

o

The terme of reference giver ta ‘he Aivisiry Fane: ~f “rngultants

aret
(a) o examine tne rperaticnal and SUpperting actiriting

of the UNIDO ir the arca of intuctritl pelities rver
the period 1967-703

(b) to make suggestions regardiing thoeoe actinties and the i
ways and meang to implememt them,

This Zackground Faper theref~re prevides a ccencise intraduction te
the activities of UNIDO dn the arca of industrial nelicies, Tt is only
an introducticn because members of the ‘driscry fane] have reer asked in

read a supnlementary set of icouments which ire listed ir irnrex 5 cf this

paper.

The apprnach is descriptive tecause JNIDC does rot want td pre-judge
what the needs ef developing countries are ~r how they carn rest te met.

T"valuation of past activities is nveided; hut pretliems ocnceuntared are

identified where this seems appropriate.
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INTRODUCT 1O

1. The purpose of the UNiDO is described in the General ssembly
Resolution No.2152(XXI) of 17 November 1966 which established thc
Organisation (eee lnnex I). In further defiring these functions, the
Industrial Development Board asked the UNIDO to provide assistance in
a number of fields, including:

"Assistance in the formulation of industrial development

Plans and programmes and the determination of priorities

and the formulation of appropriate policies, incentives

and other measures in individual countries or in groups
of countries."

2, In discharging its responsibilities, UNIDO undertakes two types
of activities: Operational activities (advisory assistance to

requesting governments) and Supporting activities (seminars, meetings.
research and publications). The procedures and financing arrangements

for implementing these activities are described in Annex 2,

3. The aim of thie Background Faper is to describe how activities in
the area of industrial policies have becn developed over the four years

of 1967 to 1970. The development of these activities is the responsibility
of the Industrial Policies and Financing Section.

4. They form an integral part of the activities of UNIDO's Industrial

Policies and Programming Division. The broad areas of responsibility of

the four sectinns of the Division are divided as follows:

Industrial Progremming Section (Group 12)

- Formulation of industrial development plans

- Preparation, evaluation and implementation of industrial projecte
Industrial Poiicies and Financing Section (Group 13)

- Formulation of industrial policies
- Industrial financing
- Investment promotion

Export Industries Seotion (Group 14)

Identification of industries with export potential
- Institutiona to promote and support industrial exports

Industrial Surveys Section (Group 15)

- Country surveys of industrial development
- Treining in survey methods and industirial data collectien,



5. Activities within the field of industria} policies therefore need
to be considered within the wider framework of the activitics of the
Division which aims to provide assistance at various stages of the
formulation and implementation of the industrial development programme.
For example, the necd to modify existing policies may be identified by
a survey of the structure and competitiveness of the existing industria)
sector; industria] policies may need to be reviewed when a neﬁ programme
of industrial development has been formulated,

6. The operational activities are deseribed in Chapter I and the
supporting activities in Chapter II. rach chapter describes the scope
of these activities and the approach adopted, Chapter IIT lists some
questions which have suggested themselves to INIDO when preparing this
papers this list is suggestive and not exhaustive since it is not¢

intended to replace the broad terms of reference given to the Panel,




CHAPT®R 1

ADVISORY ASSISTANCE T0 RTQUFSTING GOVERNMTNTS

7. The aim of this chapter is to describe tho scope of operational
activities in the area of industrial r~licies over the period 1967 to

1970 and the approach adopted.

The Scope of Operational Activities

8. Operational activities roflect the nature of advice which has been
requested by governments. The agsistanco requested usually invclves
providing advice on one or more of the following subjects:

- the formulation of the set of policies, incentives and

other measurcs need to implement the programme of
industrial development;

- the detailed design of ono specific type of policy
measure or instrument (jpvestment incentives, the
tariff structure, the system of licensing new
investment, etc.s;

- the policies used to co-ordinatc and control
manufacturing enterprises in the public sector;

- ways of adjusting the national policies of a group of
countries to facilitate regional co—-operation in
industriil development.

In each area, the government machinery used to implement policy is

usually oonsidered,

9. The number of requests for each type of assistance and the names
of the ocountries whioh requested UNIDO assistance in the period 1967-70
are listed in Amnex 3.

10. The scope of some of these activities can be examined in detail in
the reports of technical assistance assignments which have been included
as documents for the meeting: Advisory Oroup on Industrial Policices
(Iren), Industrial Licencing System (Kuwait), Foreign Investment Polioy
(the Repudblic of Korea) and Polioies for Regional Industrial Co-operation
(CARTMA)

)  Deowmats 4C, 4B, WD and a1 respyctively
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The Approach to Operational ictivities

11, Six aspects of the approach used to implement reques‘sg for
advisory assistance in the field of industrial policies will be
considered: (i) the amlytical approach adopted, (B) the form in
whioh assistance ig provided, (C) the type of ¢xp.rt recruited, (D)
the involvement of UNIDO staff members, (7) the type of co-operation
established with the requesting government and (r) endorsement of
the expert's advice by UNIDO,

iLe The jma.;[tical ipproach ‘dopted

12, The choice of analytical approach depends firgt on the reasona
why the Government requested UNIDO'g assistancc. The requost may result
from some dissatisfaction with the effectiveness nf the 8et of peolicies
(or one type of policy measure) used in the past; the main concern may
be to obtain a sccond and outgida Opinion on the get of policies (the

13, UNIDO'g experience suggests that comprehensive advice requires a
number of bagic steps. These are:

- to discuss and clearly identify the Government'g
industrialization targets and objectives - both short-
term and long-term - whether or not they are newly
established;

- to identify the Policies, incentiveg and other measures
used by the Government to implemont the industrial
development programme;

- to identify the role of each Government agency in
fomula.ting and implmenting this set of policies;

- to collect information on which to bage a study of the
impact of the 8et of policies followed on the pace,
direction and quality2/of industrial development
achieved in the past;

- to use this informaticn to make 8 preliminary Assessment
of the impact of the gset of polioies used, inoluding
identification of obstacles or disincentives cauged by
Government action (or lack of it);

2 Fora tentative definition of "quality” see Dooument No. 3\ UNIDO

Nonograph Number 20, MMEMMLM pages 3-7,

40. and 450
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- based on this assessment to suggeet new or modified
mecagures and instruments that can be us:d in the futurc
to better achinve the country's industrialization targcts
and objectives,

14.  There is a logical sequunce to these steps. all of them are
usually needed when the whole get of policicg incentives and other
moasures is to be reviewed., Where assigtancc is requested in designing
one particular type of policy moasure or in reviewing policics which
co-ordinate and control manufacturing activitics in the public sector,

the steps may be casicr to implement,

15¢ The first step — to discuss and clearly identify the targets ang
objectives of the industrial development programme — can prove n
demanding exercise for the Government, part icularly in countrics where
several different agencics or departments are involved in the formulation
and implementation of policy. T"esentially this step demands some
definition of the fovernment's "industrinlization policy™ or what has
been called in some Turopean countries "industrial policy'’ Y, This step
is particularly complex because industrialization policy, tradec and
oconomic policy are all closely inter-relatcdj/, and because the definition
of industrialization policy presupposee that the overall strategy of
oconomié development and the role which industrialization is to play in it
has already been established.

16,  An important iseue which UNIDO advisere face is whether or not they
should become involved in establishing some of the more strategic
targets and objectives of industrialization policy, and if sc. how. The
need to oonsider the basic orientation of industrialization policy is

}/ See Document 3C, the paper prepared on the industrialization policy
of Asian oountries for the Second Session of the isian Conference
on Industrialization held in Tokyo in September 1970.

4/ A dooument of the Secretariat of the Commission on the Furopean

Communities entitled Prinoiples and general datelines of Industrial
WR I8 A1PTTcult to glve a

nition o ustrial polioy other than in terms of objectives".
See Supplement to Bulletin 4-1970 of the Furopean Communitiocs.

5/ See t by n Some Developing Countries; a oomparative
study an o, r Scitoveky and Maurice Scott, and related
volumes studying the Ind alisation and Trade Policies of Mexioo
by Timothy King, of B 1] by Joel Bergsmn, of Pe an by Stephen
R. Lewis Jr, dln by Jagdish N, Bhagwti and Padma Desai, and
of apines by Mo~Huan Heing, John H. Power and

! versity Pross, 1970.
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important here*{

17, The main d4ifficulty in identifying the policy instruments and
measures which have been used by the Government has been *o know where
to stop. 1 tentative list of the instrumcnts of Government policy which
affect industrial development is provided in ‘nnex 4. This showe that
it is a demanding task teo roview ail the diffurcent typos of instruments
used. Furthermore, the use of these measures is not the only action
taken by a Government to promote and facilitatc the programme of
industrializa.ion, Possible necessary action in other areas includes:

- Improvement of the transport and communications

systom;

Development of adequate power and water supplies
for industrial development;

TNetablisghment of institutions mebilizing finance
for industry;

Technical and vocational training programmes;

¥anagement training programmes;

Institutions for industrial research and dovelopmentlz

18, The third step — reviewing the functions of various gov.ornment

agencies — may help considerably in identifying the mecasures usecd.

19, Some of the information required for the fourth step may already
be available when the request for advice on industrial policice has

developed as a result of UNIDO assistance in making a survey of the

industrial sector and/or cost profiles of existibg induatrial
enterpriéea. But when an independent request for advice on industrial
policies is received, this information usually has to be collected first.

The exploratory visit made a staff member to Iran in 1969 suégeltl the
8 .
type of information needed=,

6/ For example, the need to develop export-oriented industrial production

has been strcssed in the UNIDO Monograph No.20, General Tssues of
Industrial Policy (Document 3&), the Asian Conference Paper on
Industrialization Polioy (Document 3C) and, for example, by Professor
Bela Balassa in Industrial Policies in ?;wan and Korea, IBRD
Foonomics Department Working Paper No,86, August .

The Advisory Oroup on Industrial Policies in Iran felt it necessary

to comment on some of these broader aspects of development poliqy
(See Dooument 4C).

Dooument 4C(i) suggests an’ outline for a branch-by-branch analysis
of the effeot of policies on the development of different branches
of industry in Iran. . .
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20, UNIDO rocognizes that the fifth step - un .ssessment of the impact
of policy on the pace, dircction and qualit- of industrial development
achieved in the past - is an extrem:ly dif-icult if not impossitle tack,
Fxparionco suggcsts that it is usually rasicr to asscss the comtined
impact of the whole set of instruments nd meagsurcs rather thin Lhe
impact of a single measure, [ajor obstacles, disincentives, adverse
side effects and conflicts arc usurlly ozsier to identify than the
positive contribution of policy tc specific achievements. ivisers
therefore have difficulty in leciding whether positive results should be

attributed to policy in general or one measure in particular,

21. However in practice, the sixth stop — suggesting new or modifioed
measuros -— can often be implemented based cn the experience of the use
of these measures in othcr countrics, the nced to overcome certain

obgtacles, or the neod to achieve specific new objectives,

22, UNIDO recognizos that implemontation of all six steps is an idcal.

Jn practice, the approach needs to tc mcdificd or simplified, Various

approaches have been tried, including :pproiches which concentrate on:
(a) diagnosing the major policy protlem areas in achicving

the desired pace, direction and quality of industrial
dovelopment ;

(b) considering the adequacy of the set of policies used
to achieve only a few major objectives;

(o) limiting the assessment of the impact of policy
followed in the past to a study of the development of
only a few branches of industry;

(a) examining the effect of only a few selected measurcs
(0.3. protection policy and incentive measures) on
the achievement of industrialization objectives.

23. The first. and third approaches were used by the Advisory Group on
Industrial Poljoies which visited Iran in 1370. The sccond approach
was used by UNIDO to prepare the paper on industrialization policy for
the Second Session of the Asian Conference on Industrialization, 111
four approaches and others appear to have been used by the authors of
the more ocomprehensive and timo-consuming studies sponscored by the
Development Centre of OF)CDQ{

9/  The studies are listed in reference 5 above
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De The form in which technical nasistance is provided

24. The forms most widely uscd to implemont requests for technical
aggistance in the arca of industrinl policics are

(a) a resident adviscr on 3 long=term tissignment
(usually 1 or 2 ycars);

(b) visiting adviser on 1 short-term aesignment
(1 to 3 months);

(¢) a short-term visiting mission tv 2 group of
advisers;

(d) a resident adviser for a period of 2 to 3 years as
one of a small group of cxperts which forms the
nucleus of 1 Special Fund Projuct aivising the
government on industrial development planning and
policics,.

25. UNIDO has recommended all these forme of assistance to implement
requests from governments for advice in the field of industrial policiles.
The first form has been used most. A smll advisory group of oxperts
recruited for an assignment of 1-3 months has bcen used when the advice
requested required a multi-discipline approach ind high level oxperienc i

adviserrl-o-j.

Ce The type of expert recyuited

26, UNIDO has experienced difficulty in rocruiting experts of a high
calibre, particularly for long-term assignmonts, Candidatss who have
had experience of formulating policy for a governmenti are not usually
looking for jobs or even for a temporary reloasc from their post.
UNIDO's roster of potential condidates with appropriate qualifications
is therefore limited. Therefore ways have been considered of making a
direot approach for the release of ruitable personnel tc government
departments, universities and large industrial enterprises. In addition,
a roster of consulting firms who have relevant experience is being

compiled.

10/ See Report of the Industrial Advisory Mission to Caribbean cowntries
(Document 41) and Report of the \dvisory Group on Industrial .
Policies in Iran (Document 4C) v
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De The involvement of UNIDO staff members

< 27,  Fxperience has shown that the formulatisn ~nd subsequent
implomentation of technical aasiétanco is usually improved when the
type of assistance nceded is discussed first with the requesting Government
by'a UNIDO staff member. Thig is particularly true for rcquests of
more general nature where considerable proparatory work is usually neoded
to define the problem areas and collect relcvant inform1ticnll{ Vhere
the request is morec specifiq preliminary advice is semetimes provides
during the exploratory mission, UNIDO stiff members are not 1z ‘. general
rule used to implementin, requests in preference tn advisers recruited
from outside; they are, however, expected tn ugsist aiviscry groups on
short-term miseions,

™

e The type of co-operation cstablisied with the Government

28, The title of "Advisor” is used for most cxpert posts in rccognition
of the fact that the requesting government itsclf is alone responsible

for policy formulation and not UNIDO. TFxperts recruited as adviscrs or

to take part in an advisory mission are urged to emphasize this definition
of their function and to try and establish an c¢ffcctive and continuing
dialogue with officials of the roquesting government which they are
advising rather than rely exclusively on written reports.

29, When an expert is recruited for a long-tcrm assignment the
Govornment is expected to nominatc onc scnior official as his counterpart;
the form of co-operation depends on the level of the counterpart and the
working relationship which is established,

30, Tor short-term advisory missions, Government co-opcration requires
a willingness of senior government officials to establish a dialogue
with members of the visiting advisory mission. Dectailed work on
collecting and amalysing information requires the co-operation of less
senior officials; this work is particularly important when the working
language of the government is not the mission's working language.

F \ ] £ ‘s advice UNIDO
31. The report of advisers recruited for short-term assignments is

W See Dooument 4C, Advisory Group on Industrial Policies to Iren;
Report of the Exploratory Mission.
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usually specdily endorscd by UNIDO when the adviser concuerned paiaea
through Vienna at thc end of his assignment., For resident advisoers
recruited on long-term assignments the position is more difficult; their
advice is given verbally 1s well as in writton form on a dny=tc-day basis.
Quarterly progress reports and a comprchensive final report arc required,
but these do not neccssarily include a detiilaed account of 211 the .advice

and recommendations given. .ilthough contrary to United Nations instructions,

these reports arc in practice usually handed unofficially to officials of
the government before UNIDO has had the opportunity to endorse or qualify

the advice and rccommendations contained in ti.em.
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CHAPT™R 11

SUPPORTINC LCTIVITINS INITIAT™D ... MIDO H DEURHTIRG

32  The basic a.ms of supporting ictivitioe initizted <t INID-
Hoadouarters nrec:

(a) to accumulate 2 compelensive Voly ~f knowlodge ~n
the set of industriil policies use! ty 1iff€crent
countries; nnd

() to disseminate this informatiocn throurh seminars,
meetings and publications,

33, A\ start has boen made in accumulating 1 body of knowledge in the

four principal areas in which advice 1s scught by dcveloping countrics --

namelyt
- The set of policice, incentives and other measures
used to implement industrial development Programmcs,
The detailed design of industriil pclicy measures.

Policies used to co-ordinate and control manuficturine
enterprises in the public sector,

Harmonising national policies to facilitate regional
industridl co-aperation,
In each area, the government machinery used to formulate and implement
policy is considered,

3¢ 11 of developing countries

34. UNIDO has relied extensively on information based on research
undertaken by other people and organimtionl-zjmther than initiate
original research work itself. Only whers gaps are identified in the
world-wide body of imowledge on a particular subject, has UNIDO

12/ Por emsple, preparation of the UNIDO paper on the industrialisation
poliay followed by Asian countries in the 1960's was aided by the
stwiies of the experience of India and Pakistan made by the
Development Centre of OECD,

The Seninmar on Incentive Policies for Industrial Development was
addressed Yy Nr. George Lent who sumsarised the results of the IMF

pregramms of ressarch on tax incentives, Sco Incentives for
W&m&ﬂu vy an.&.a'! W Rat?
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initiated atuiies orn 1ts OwWn uutrnwr‘-l. The =tudicn mde so far are

listed in Tatle 1 en page 13,

15, The approach leptod hae emphasizen the need  (a) to - xaminc
the historicii origius ~f the measurcs uscd to implement iridurtrial
jevelopment policy, v () te assems the impact of the meisurcs
used on the iohievement of the country's maer iniustriaiizition and

cther pelicy cbjectives,

1, herever pussitlo, the crnsultants sclected t make the studics
w-re naticnalzs of the country whose expericnce was heing studicd.
“Then the consultant used was 1 government official who wie iirectly
involved himsclf in the formulition of policy, the description of the
measurcs usel 1ae usually teen more comprehensive than the cvaluationj
wher censultants outsiic the Scvernment have been used the evaluation

of the measurcs usci his ftern toeon morc objcective,

7. In 1370, NINO was askei by the “conomic vommission for .sin
and the Far Fast (7C.I™) tc¢ preparc 1 paper which compared the

industrialization policy followed by .sian countrics in the 1960s

and suggestcd possible policy guidelines for the 1970515{ “ork undertaken

in preparing this peper and subsequent discussions of the subject at the
Conference itself revealed the need to consider a wider rangc of long-
tarm policy objectives and the sct of measures ani other action used to

achieve them,

38, In 1971 and 1972, 2 new series of morc comprchensive country
studies is planned as part of UNIDO's activities for the Second
Development Nccade. The long-term objectives of industrialisation
policy of a few developing countriss, the broad strategy of plans and
the whole sct of measures ind instruments used to achieve them will be
studied in depth. The experiencc of countries at different stages of
industrial development and using different mocial and economic ayetess
will be emamined,

1)/ For example, studios on tariff protection will not be launched umeil
the rosults have been assesssd of Professor Bela Balasea's stulies
made under the auspices of the World Bank and the Inter-\meeican
Development Bank of the structure of protecction in Brasil, Chile,
Nalaysia, Mexico, Pakistan, the Philippines and Norway.

14/ See Document X




1967

1968, 1969

1968, 1969

1”’0 1970

1969, 1970

1969
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Table 1

MJ!!L° rience of developing countrie

injtimated by UNIDO, 1967-70

m m!nq!gg for industrial ‘levelopment

Argentina, Oreece, Isracl, Nigeria

W[ incentive mea-ureru/

Argentina, Bolivia, Brazil, Chile, "cuador, India, Iran,
Ivory Coast, Jamaica, Koroa (Reputlic of), Malaysia,
Nigeria, Pakistan, Paraguay, Pery, Philippines, Sudan,
Thailand, Turkey, Uganda and Venezuela

nepy for 1
e lic sector

Colombia, Indonesia, Hungery, Mexico, Poland, Tansania,
Tunisia, United Arab Republic, USSR, Yugoslavia

tection policies for jind y velo t'u/
Nigeria

Cie d to 1 t )\ t

Ireq, Sudan, Syria, United Ared Republic

t ies to faojilitat ona
on
Central American Common Narket, East ifrican Cosmon Market

Avad Roonomic Union

Central African Customs and ®oonomic Union (uomac)

Regional Co-operetion for Development (RCD - Iren, Pakistan,
Tarbey)

R EE K&

800 Deowment 60 for study outline and studies of the experience of
ADgentim, Mgeria and Thailand.

o0 Desument 6C for study outline and study of the experience of

890 Dooument 60(1) and (ii) for study outline and the study of
Bigerian

Superience.

Boe Booument 63(1) and (11) for study outline and the study of the
Wperience of the United Ared Republie.

Soe Boowment TA(1) and (i) for stwly outline and study of the
Superiense of the BOD countries (Iran, Pekistan and Twrkey).
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39. It is hoped thnot each study can be undertaken with the close
Cco-operation of the Zovermment of the country concerned and with its
fall support from the outset, . consultant or UNIDO staff momber will
take overal} resrorsibility for the preparation of each st@dy, but it

is hoped that the Government will form a top-level consultative committee
to supervige the study as well as provide staff to undertake certain
parts of the ictailed work. This approach is expected to facilitate
subsequent action by the Government of the country whose eXp.rience

is being studied as well ag to further the development of the body

of knowledge on the effect of policy on thc .ndustrialisation process.

Ser&ir.ar! and meetings

40. Most of the studies listed above were initiated to help prepare
for the serics of seminars which UNIDO has planned. The seminars held
in the period 1967-70 and planned for 1971 and 1972 are listed in
Table 2 on page 15.

41. The basic aims of these Seminars is to permit officials from a wide
range of countries, (a) to compare the experience of their own ocountry
with that of other countries (b) to become acquainted with recent
dsvelopments in the body of knowledge on the subjeot and the views of
distinguished gues* speakers and (c) to use the knowledge thus gained
to play the role of policy-maker themselves in working out case studies.

42. The main forms of documentation prepared for these seminare by
UNIDO have thercfore beens

(1) Issuc Papers designed to identify the m jor 2/
issues whioch should be discuseed by participants;
(i4) Studies of the experience of selected cowntries; and

(ii1) Case studies which desoribe the ciroumstances of a
hypothetical developing country, the policies wsed
At present by ite governaent, and soms of the prodlems
which have been encountered in implementing indwstrial
development polioy. Fiv)

20/ %ee Doowment 5C(i) for an example from the Beirut Semimas
4/  Bee Dooument 5C(i1) for an example from the Deirwt Semtmar
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Tatle 2
EEEEEE—

SEMINARS AND MTFTINCS ORC.NIZTD BY UNIDO

IN_1967-70 \ND PL.NN"D POR 1971 AND 1972

Seminars

March 1969 Inter-regionzl Seminar on Incentive Policies for
Industrial Development - Viernn

December 1969 Inter-regional Seminar on Financial aspects of
Manufacturing Pnterpriscs in the Fublic Sector - Rome

January 1971 Inter-regional Seminar on Selected a8pects nf
Industrial Policy for countries in the Middle Bast
and North ifrica served by IDCiS and UN®SOR - keirut

Flanped

Regional Seminar on Selected ispects of Industrialization
Policy for Latin .merican countries - Santiago de Chile

Inter-regional Seminar on Tariff and Protection Policiea
for Industrial Development - Vionna

Neot
FPirst Expert Group Meeting on Policies for Kegional
Industrial Co-operation - Vienna

Second Cxpert Group Yceting on Policies for Rogiomal
Industrial Co-operation

Second Neeting of the Advisory Panel of Consultants on
Industrial Policies




Fublications

43, futlicatione can help disseminate the knowledge accumulated by
UNIDO to 2 wider range of officinls in developing countrica, There is
a very large potential udience in the 100 odd develeping countrics,
UNIDO experte werking 28 adviscrs in these countrice cin 2lsc benefit

from such publications,

44. The main sct of publications ac far hw>hbeen the Report and
Proceedings of the two Seminars hcld in 196(;3'/. The Proccedings to be

published in 1971 will include the addresses of guest speakers and 2

selection of the studies of the experience of individual cruntrics.

45. Work hag been initiated on compiling a loose-leaf dircctory
providing two-page summiries -f the investment incentives offeored by
developing countrics. The shcets are prepared by UNIDO and cheoked by
the Government. . set covering 35 countries will be pubtlished carly
in 1971-2-;{ It is planned to cover all devcloping countrice ~nd then
eventually add additioral information which intereste potential foreign
investors. The Directory is 1lso cxpected to help developing countries

compare their incentives with those of others.

46, In response tc a general guideline given by the Industrial
Development Board, an attempt was madc to scc whether a series of
Manuals or similar guidebooks on the principles and practice of
designing specific types of industrial policy moamsures could be
prepared for use by officials and experts in developing countri i, JIn
outling for a Manual on Tariff and Protection policics wae drafted in
1970,° Further work has been postponed until more information on which
to base such Manuals has been collected ind the feasibility of this
ambitious project can be verified.

22/ 8ee Documents 5 and 5B
2)/ Doocument 81
24/ 9ee Dooument 8B
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SO GQUUSTIONS WHICH TI [LN7L PIOHT CONSTOTK

47« The two preceding chapturs hive tcsoril. d very tricfly b broad
coverage of UNIDO's activitice in th: fiol¢ of infustrial polics ¢,

Moure progrese has teon made in AeVElOpinge: & YK 1v sr0me arens Cnop. v

othere. They have als. icseribed the tpproneh adopted,

48, UNIDO recognizes that industiri:) policy e 0 uury rew trerch £
~conomic policy., Por this reagor, there appeirs to beon well gttt lished
body of knowledge nn thc industriai Foliey ot andusrriad ly=uivinee {
countrice. The industrialization pelicy of loveiaping countrice has only

Just begun to be studied in 4 gystemrtic way,

49, It thereforc appears both usefu! .und important that "™WI{U0 should
play a leading role in developing ant disseminiting oxpericnce .. this
field.

50. The Panel is therefore agked to use their know!lodee Of the recds
of developing countries to consider the fellowing questions., The list
is suggestive; it is not intended to be exhaustive., Cther Testicns,
perhaps more important ones, irc expected to arise Auring discussion
2t the meeting itsclf., The list is not intended to replice the very
broad terms of reference given the Punel, namcly:

- to examine the operational and supporting nctivitics

of the WNIDD in the area of industrial pclicics over
the period 1967-70;

to mke suggestions regarding these activities and
the ways and means to implemcnt them.
~

51 The questions which have suggestod themsclves to UNIDO staff when
pregaring this Bmokgroumd Paper are:

(a) What are the main gaps in the world-wide body of
knovledge of the subject industrial policies? How
can UNIDO best co-ordinate research efforts designed
to fill these gaps? What studies should UNIDO
initiate 1t0elf? What approach should be adopted in
these studies?




When UNIDO ir asked to make an overall review of the
sct of industrial pelicies what is the best approach
to adopt ani wnat kind of oxpertise is required?

What part should consideration of the machinery used
to implement policy pliy in such 1 review?

1o it useiul tc implement ¢overnment recuesis which entail
reviaewir;  only some ~f the inlustrial policy measures used
rather than the whole set of policies?

Do the supporting activitics levecloped in 1967-1970 and
planned for 1971 and 1972 provide an adequate coverage

of the field of industrial policiusj if not what new
areng shoull be included in the future?

What arc the most important areas on which UNIDO should
concentrate attention in the coming years?

Is training a useful activity in thie field? If so
what is the best approich to adopt?

What typ. of publications are likcly to be most useful
in this field? 1Is the preparation of Manufals on the
design of one industrial policy mearure (i) feasible
(i1) likely to be useful?
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Cor

Novomber | i

The General .egembly
1

Decides that the United Nitions Trlustri-] Developmert Or ~nizaticn
(heroinafter referrud to as the rgnnization), cetablished an roan of
the General issembly, shall function as - wutonomous orenizotion within
the United Nations in accordance with thc provisicns set forth in scetion
IT below;

11

PURPOST

1, The purpose of the Organization shalil be to promote industrinl
development, in accordance with irticle 1, paragraph 3y wnd Lrticles 55
and 56 of the Charter of the United Nations, and by encouraging the
mobilisation of national and internationl rcsources to “ssist in,
promote and accelerate the industrialization of the deviloping countries,
with particular emphasis on the manufacturing sector,

FUNCTIONS
2, In the fulfilment of its purpose, the Organization shall undertake:

(a) Operational activities, including in particular:

(1) Encouregement and promotion of and miking of recommendations
for natiomal, regionnl and intermational action to achieve
sore repid industrialization of developing countrics;

(i1) Contribution to the most effactive application in the
developing countries of modern industriai methods of
produotion, programming and planning, taking into account
the experience of States with different social 1nd
soonomic systems;

@i) Building and strengthening of institutions and
sdainietration in the developing countries in the matter
of industrial technology, production, programming and

'

(iv) Diseemimation of informtion on tcchnological innovations
origimating in various countries and, for the developing
cowntries, assistancs in the implementation of practical
xeaguwres for the applioation of such informtion, the
sdoptation of existing technology and the development of
v technology especially suited to the particular
pweical, soolal aad economic oonditions of developing
wuntries throwgh the establishment and improvement, inter
elia, of techmological research centres in these countries|
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(v) assistance, at the request of Covernmento of developing
countries, in the formulation of irdustriil development
programmes 1nd in the preparition of epecific industrial
projects, including, ns nceessary, toechnieal and
economic fonsibility studies;

Co=upertion with the region:] conomic comaissions and

the United Nations "conomic anl Soeir) Office in Peirut

in nssisting the registal plinnings ~f industrinl developmen:
of developing countrics within the tramework of regional
and sub-regiontl economic groupings among thosc countries,
where such groupinge cxist;

faking recommendations, in connexion with the objectives
stated under {vi) nbove, for specinl measurcs for
adapting and co-ordirating the moasures adopted so that,
in particular, the less ndvanced of the developing
cowntries will reccive 1 strong impetus to their growth;

Offering advice ant guilrnce, in clese co-operation with
the appropriate bodies of the United Nitions, the
specinlized agencies and the Intermitional \tomic Tnergy
igenzy, on problems relating to the exploitation anq
cfficiert uec of natural resource, industrial raw
materials, by-products and new products of developing
countries, with &= view to increasing their industrial
productivity and contributing to the diversification of
their economies; :

.ssistance to the developing countries in the training

of technical and other appropriate categories of

personncl needed for their accelerated industrial
development, in co-operation with thc specislized agencies
concerned, in conformity with the principles of
collaboration and co-ordination set forth in paragraphe 33
and 34 below; '

Proposing, in co-oparation with the international bodies
or inter-governmcntal regional bodies concerned with
industrial property, mcasures for the improvement of the
internaticnal system of industrial property, with a view
to accelorating the transfer of technical know-how to
developing countries and to strengthening the role of
patents consistent with national intcrests as an
incentive to industrial innovations;

Asgistance, at the request of Governmonts of developing
countries, in obtaining external financing for spooific
industrial projects, by giving guidance in the preparation
of requests, by providing information on the terms ana
conditions of the various financing agencies and by
advising the financing agoncies on the tochnical and
economic soundnems of the projeots submitted for financing;

Aotion-oriented studies and rescarch programmes designed
espeoially to facilitate the activities outline in sub~
paragraph (a) above, including in partioular the compilation,
analysis, publication and dissemination of information
concerning various aspecte of the process of industrialisation,
such as industrial technology, investmen$, financing, produotion,
managoment tochniques, programming and plamning.
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THE PROCEDURES FOR IMPLEMINTING .\DVISORY
ASSISTANCE AND SUPPORTING ACTIVITIES

Advisory assistance (operational activities) are initiated after
receipt of an official request from che concerned government.

They have been financed by the UNDP (United Nations Development
Programme) either as part of the over.ll programme of United Nations
technical assistance or, in the case of urgent short-term assignments,
under the programme of Special Industrial Services (SIS). Initially,
certain governments made voluntary contributions to a trust fund to
finance SIS activities; as this funi is nearly exhausted, SIS activities
are beginning to be financed from thc UNLP Revolving Fund,

Supperting activities wre initiated in accordance with a programme
of work approved by the Industrial Development Board on which 45 member
oountries of the United Nations are represented. The programme of work
for 1971 in the area of industrial policios (part of the activities of
Group 13) is desoribed in Document 2.\; the comments that were made by
the Industrial Development Board on these aotivities at their Fourth
Session in April 1970 are summarized in Document 2B, The draft
programms of work for 1972 to be reviewed in April 1971 is included as
Doocument 2C.

Supporting activities in the form of expert group meetings and
research studies are financed by the special budget provision for UNIDO
mde in the regular budget of the United Nations.

Seminars on industrial poliocies have been financed as part of the
UNDP's regiomal and inter-regional training programme.

In the future, certain activities may be financed by supplementary
voluntary oontributions to the fimancing of UNIDO made by member countriers.
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TABLY 1: Qperational .ctivities ir _the .rea of Industrial Policies}

Technical Assistance Personnel =1970
ANRLS OF ACTIVITY 1967 1968 1969 1910
‘dviser on Industrinl Development (Gencral 3 3 3 3
Adviser on Industrial Policics (Genernl) - - 1l 4

Adviser on Industrinl Policics
(The deseign of one particular measure) - 1 - 1

Adviser on Industrizl Policies
(Manufacturing cnterprises in the putlic
gector) ‘ 1 1 1 2

Adviser on Tndustrial Policies
(Regional Co-operation) - - 4 2

nxploratory missions (UNIDO staff) - 1 1l

COUNTRY OR REGION

Arab Gulf Fmirates

Brazil

Central America (ECLA, Mexico City)
Carribean Free Trade Area (CARIFTA)
Dominican Republic

Fast .ifrican Commnity

Piji .

Indonesia

Iran

Republic of Korea

$ 3 =8 8 &

Nepal
Nicaragua

Pareguay
Saudi J\rabia
Singapore

[P T T I T T T I B N R |
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Notess * Advisory Group on Industirial Policies - 3},
: wnder recruitment 30/11/70 - 1

#*  Posts under recruitment at 30/11/70
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4 TENTATIVE CHECK-LIST OF INSTRUMENTS .ND ME..SURES
UGFD _TO_IMPLFMENT INDUSTRL.L POLICY

FOREIGN TR.ADE POLICIES

The exchange rate

Import licensing and controls
Tariffs and other import dutioes
Lxport incentives and/or subsidies

c "C IC POLICITS AFTCCTING INDUSTRY

Taxation of industrial enterprises
Nonetary and credit policy
Wages and incomes policy

2 TR UBLIC SEC

Industries reserved for public sector development

Policy on organisation of manufacturing enterprises

Price and profit policy of manufacturing enterprises

Policy on financing manufacturing enterprises

Manpagement and employment policies of manufacturing enterprises

KEASURES TO RPOMOTE PRIVATE INVESTMENT IN INDUSTRY

Industries reserved for privite investment
Assistance at the pre-investment stage
The use of tariffs as an incentive measure
Import duty ooncessions

Tax incentives

Provision of financing on favourable terms
P‘roﬂ.ltm of land and faotory buildings
Provision of power on favourable terms
Subeidising in-plant treining of labour
Other forms of direct sudsidy
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Foreign investment law

Tixation of payments for technical know=how
Taxation of Jividends remitted abroad

Regulations on employment of foreign personnel
Exemption of foreign personncl from local income tax
Double taxation agrcements

Bilateral investment guarantec treatios

Bilateral investment insurance schomes

MEAS TO REGUL.TE INDUSTRIIL NUVELOPM™NT

Licensing of new industrial projects

Control of prices of manufactured goods

Regulations governing use of local resources
Legislation governing form of business organisation
Patents and trademarks legislation

Legislation controlling monopoly of supply
Regulations on the standardization of product design




LIS OF DOCWITNTS PROVIDED FOR LUPPL-MINIARY RE.DING
BY MEMBFRS OF THL PANEL OF CONSULTANTS

Jackground paper for the mectirng

As  UNIDO activities in th area of iniustrial pelicies:
achievements (1968-1970);

ork Pro

Programmo of Work for 1971 (incluling report of activities
for 1969 and updating of 197C Programme), Part Two; Croup 13;
Industrial Policies and Pinancing.

Relevant Txtract. from the Report of the Industrial
Development Board: Fourth Session 20 .pril - 1 May, 1970,
C, Programmc of Work for 1972 (Group 13) to be submitted to
Industrial Development Board, .pril 1971.
¢ a epared UNIDO
International Symposium on Industrinl Development, December 1967
UNIDO Monographs on Industrial Development

4 20 Ceneral issues of industrial policy

B. 18 Regional co-operation in industry

C. Asian Conference on Industrialization; Second Session,
September 1970, Industrialization Policies: .chievemente
and problems enc ‘unter :d by member countries in the first
United Nations Development Decade (1961-1970) and Policies
for the Second Development Decade (1970-1980).

Ziakd Operetions

A, | Piml Report of the Industrial Development Mission to
CARIPPA countries (Caribbean Froe Trade irea ) July 1969.-

3. Report on Industrial Licensing System, Kuwait, February 1970.

0, Report of \dvisory Oroup on Industrial Policies, Iran, July
1970, including report of Exploratory Mission (1969).

D. Report on poliqy to attract Foreign Investment, Republic of
Keores, (Bxploratory Nission) lugust 1970.




Te

Training Pro 8

S feport on Inter-regional Seminar on Incentive Policies for
Industrial Developrent, Viennn, March 1969,

B. Report on Inter-region~l Seminar on Financial aspects of
¥anufacturin, “nterprises in the Public Sector, Romo, December
1969,

Ce Iseuc Taper “ni two casc ctudics prepared for Seminar on
Selcctei spects ot Industrini Folicy for countries served by

UNFSOE and IDC .S, Reirut, January 1971,

Stggges 2f the ".xgerg ence Of 3elected Countries

fie Studies of incentive policies for industrial development
(i) Study outline
(ii) Stulies of the experionce of irgentina, Nigeria,

Thailand and Jamaicn

B. Studies of tariff and other protcction policies
(i) Stuly outline

(ii) Study of the experience of Nigeria

Co  Studies of the sct of policies used to implement national
development plans
(i) Study outline
(ii) Study of the expericnce of Syria

D. Studies of the policies and institutional arrangements used to
co-ordinate and control manufacturing enterprises in the public

gector

(1) Study outline ‘

(ii) Study of the experience of the United Arab Republioc
P s for R t Co=o

A Case studies of the experience of groups of developing countries

(1) Study outline
(11) Study of the experience of TCD (Iran, Pakistan amd
Turkey)
B,  Working group on regional industrial co-opsration i
(1)  Alde-memoire deecridbing meeting scheduled {or

March 1971,
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Duhlisakiane

B,

pirectory of Investment incentives provided by developing

ocountries
(1) shects for sclectul anuntrics.

Manwals orn aclected muasures uscl to implement industrial

policy
(1) Outline for ¥anuf:l on tariffs and other forms of

protection.









