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I. RODUCTIO

1. The Third General Conference of UNIDO ie echeduled to be held between
2l January and 8 Fedoruary 1980 in New Delhi. The General Aseenbly

hae requested the Industrial Development Board of UNIDO to aot as

an intergovernuental preparatory comnittee for the Conference. At

ite eleventh eeseion, 23 May - 6 Jre 1977, the Board, in connexion

with initial diecuseione on the provisional agenda for the Conference,
invited suggeetione and proposale from the regional commissions and

the forthooming regional meetings, to be taken into acoount by the

Board in its further diecuseione at its twelfth seseion.

. 2 Acocrdingly, the ESCAP Mesting of Minieters of Industry,

28 = 30 November 1977, considered the preparations %o be undertaken J

at the regional level with regard to the Third General Conference of . 1
UNIDO. It wae obeerved that, while the deliberations of the Kinisters'

Meeting ocould provide inpute for the Third General Conference, more

attention should be paid by UNIDO and ESCAP %o bringing the region's

point of view to that Conference. The Meeting aleo noted that, if a

Ainisterial or a high=level iauting wae to be oonvened prior to the

Third General Conference, it would be more appropriate to examine the

need for such a meeting at a time oloser to the Conference. Furthermore,

in the regional preparations for the Conference, the Meeting urged that

. the experiencee of the countries with different socio~economic systeme

be properly reflected. The Meeting aleo noted that the third eeesion of the
Cozmittee on Induetry, Houeing and Technology oould also oonsider the
regional inputs that ehould be provided for the Conference.

3, At ite thirty-fourth seesion, 7 - 17 Maroh 1978, the Economio and
Social Commieeion for Aeis and the Pacific, ooneidered the report and
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recommendations of the ESCAP Meeting of Ministers of Industry. 1In
regard to the preparatory work for the Third General Confersnoe, the
Commission felt that the third session of the Committee on Industry,
Housing and Technology should consider the desirability of

the holding of a high=level meeting prior to the Conference.

4. At the twelfth session of the Industrial Development Board of
UNIDO, 16 = 26 May 1978, in the further disocussions on the preparations
for the Third General Conference due aocount was taken cf the prepa-
Tatory discussions held in the warious regions. Specifioally, in
Tespect of the ESCAP region, note was taken of the observations and
recommendatims made by the ESCAP Mesting of Ministers of Industry,
indicating new directions for the industrialization strategies in the
region and giving a clear outline of the basio areas which required
immediate attention, such as strengthening of linkages between industry
and agrioulture; orientation of industrial policies towards meeting
the basio needs of the poor; dispersal of industries; and developument
of small-scale industries.

5e The third session ¢f the ESCAP Committee on Industry, Housing

and Technology, 19 ~ 25 September 1978, considered the preparation

of regional inputs for the Third General Conference and felt that,as

it would be one of the first ma jor United Nations oonferences to be

held in the 1980s, it would be extremely important in the formulation

of strategies for industrialization in the third United Nations development
decade. As had been earlier pointed out by the ESCAP Meeting of Ministers
of Industry. and the thirty-fourth session of the Commission it would be
important to formulate oarefully the regional position on the ma jor quee=

tions to be considered by the Conferenoe and to project them appropriately. .
The Committes felt that it would be desireable, for that purpose, to
hold a high level preparatory meeting in the second or third quarter of .

1979. It also stated that the deliberationm of the Ad Hoo Group of
Ministers would also provide a useful regional input.

6. At its eleventh session, 11 - 15 December 1978,the Permanent
Comnittee of the Industrial Development BRoard of UNIDO, considered
the progress of the preparations for the Third General Conferenoce,
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The importance of prevarations 2t the regional level was underlined

and views were expressed that the results of the various regional studies
currently being carried out and of the regional preparatory meetings

to be held in 1979, would constitute most important inputs for the
Conference preparations and the Conference itself.

II. MAIN AREAS FOR THE THIRD CENERAL CONFERENCE OF UNIDO
M“

7. On 15 December 1978 the General Assenmbly approved the provisionsl
agenda for the Third General Conforcncl,l the text of whioh is appended
hersto as Annex IV.

8. As indicated in the provisional agenda the deliberations

at the Confersnce are envisaged to cover thras broad areas: firetly,
raview and appraisal of the world industrial situation with speoific
Tefersnce to the industrialization of the developing countries, seoondly,
the strategy for further industrialization in the 19808 and thirdly,

8 raview of institutional arrangemsnts in that oontext.

1 of world industrial situation,

with specific referenos to the induutrial;g.tign
of the dovechoir_lg countries

9. In ordsr to provide a broad basis for the review and appraisal

of the world industrial situation and the industrialization of the
devaloping oountries a special issus of the Industrial Devslopment Survey
is besing prepared by the UNIDO Secretariat. The Survey will oontain a
review of national objectives and industrial development strategies,

and an examination of the soocnomic struoture of industrialization in recent
Years, together with a discussion of the implications of the Lima target.
It vill present an analysis of the relationship between industry and the
Primary seotor, the allcoation of resources within the industry seotor,
ways of improving the industrial manpower and technology base, the
contribution of industry to the traditional sectors (small-scale
Producsrs, rural areas), the financial requirements of industrialization,
and the publio sector and industrial development. A note giving further
details regarding the Survey is appendsd as Annex I. In preparing the
Survey the Secretariat is, to considerable extent, drawing on information

derived from regional sources such as the economio commissions.

1/ General Assembly resolution 33/77.




104 In the review and appraisal, the progress achieved in
implementing the Lima Declaration and Plan of Aotion will be subjeot

to specifio attention. The qualitative as well as quantitative

inpact of the efforts towards a fulfilment of the Lime goals and

targets will be assessed, major polioies, p.sblems and obstaoles
affecting their implementation will be looked at and steps taken or
proposed in that context reviewed and appraised. In ocomplianoe with

& resolution of the Industrial Development Board L the UNIDO Seoretariat
has requested from Governments and international organizations ooncerned
information on the action taken and progress achiaved towards implementing
the Lima Deolaration and Plan of Action. The dooumentation to be
Presented to the Third General Conference in this partioular oontext
will be based upon the results of this monitoring exeroise and will
comprise an analytioal report on the over-all progress made and main
obstacles faced by the international ocommunity in respect of the ma jor
issues relative to the achievement of goals and targets of the Lima Deolaration
and Plan of Aotion, and a compendium refleoting the replies received from
individual Governments and international organisations. Specially
designed questionnaires were subnitted to member Governments in May 1978
with the request that their responses be reoeived not later than

30 November 1978,

11. At the time of writing this note responses from several of the
countries in " 1e ESCAP region had been received while some others

had informed that their replies were being prepared. At the eleventh
seession of the Permanent Committes to the Industrial Development Board,
11 = 15 December 1978, the hope was exoressed that it would be possible
for all oountries to transmit their responses soon in order to enable the
Secretariat to oomplete their analysis on broadest possible basis. A note
giving further details regarding the monitcring of progress towards
implementation of the Lima Declaration and Plan of Action is appended

as Annex II.

1/ 10/B/RES/45 (1X).




(b) Strategy for further industrialization ae an alement
of the deve

lopment process in the 9¢(s and berond

~12.  The Conference will be expected to give oonsideration to aoprooriate

industrialieation poliociee and strategies aimed at achieving the Lima target.
In this connexion specific attention should be given to the work in the ESCAP

region towards a r;oi"hnt;tion of Government polioies and strategies
to meet the urgent and preesing needs confronted by the developing
countriee in the region, in the fields of rural development and
dispersal of industries, agro-industry linkages and small-scale and
nedium-soale industry development and it is hoped that most useful
Suidance for <the Conference preparations will be provided by the
Neeting 6f the Ad Hoo Group of Ministers to review and aseiet in the
inplcmntftion of theee elements of the new strategies and pelicies of
industrialization.

‘ 13. Cne of the bnj.c docuaente of the Conference will be the joint
study on international industrial cooperation called for by the General
Assembly at its eeventh special session. The study will cover the
economio, financial, legal and technological aspects of international
industrial ocoperation within the oontext of the Lima Declaration and
Plan of Aotion and the New Intermational Eoonomio Order. In this
study, it is hoped to propose measuree to be negotiated and agreed upon
in suitable international fora. A note giving further details regarding
the joint study is appended ae Annex III.

14. Within the broad objectivas set out in the Lima Declaration and

Plan of fotion and in Ganeral Assembly resolution 3362 (S=VII) relating

to the redistribution of world industrial production by increasing

the ehare of developing ocountries, the UNIDO systen of consultaticns

was established with the aim at identifying ooncrete measures needed to

be undertaken by developed and developing oountries to expand existing

and establish new industrial faoilities in the developing oountries. The
results and prosveots of the system of oonsultations will be reviewed at the

Third General Conference. feneral support has been expressed by the
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Industrial Development Board for the system as a useful means in
opening a way to a direct dialogue between indusirial enterprises

and the developing ocountries as well as a means for co-operation

with different levels of development and different economic systems.
The consultations held so far have demonstrated the usefulness of the
system in providing a global approacii to the problems of speoifio
seotors. The Industrial Development Board has requested the UNIDO
Secretariat to prepare an analytical report on the experiences gained
80 far with the system of consultations, for oonsideration by the
Board at its thirteenth session, 24 April - 4 May 1979. 'Ihi\l report
is also expected to be presented at the Third General Conference. The
countries in the ESCAP region have played an aotive role in the seotoral
oonsultations hitherto held. Thus, for example, regional meetings
were organised jointly with ESCAP in preparation for the consultations

on oils and fats industry and on leather and leather products industry.
It may also be noted”that the Second Consultation Meeting on Iron and
Steel Industry is soheduled to be held in New Delhi, 15 - 19 January 1979.

15. Specific attention at the Third Ceneral Conference is to be
given to redeployment of industries as a form of international co-
operation aimed at establishing produotive capacities in the developing
oountries. Note is taken in this connexion to the opinion expressed by
the Meeting of ESCAP Ministers of Industry in November 1977, that
redeployment of industry should be based on a new international division
of labour which also recognised the desirability of the processing of
raw materials being undertaksn in the countries of origin of those raw
materials.

16. International co-operation in the field of transfer and dtvolopnont
of industrial technologies with a view to inoreasing the tschnologioal
capabilities of the developing countries is also foreseen as an important
topio for the Third CGeneral Conference. A central theme of the UNIDO
co=operative programme of action on appropriate industrial technology is
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the choioe of teohnology in the ocontext of integrating appropriate
industrial technology into an over-all industrial doﬁnlopment strategy.
This matter was subjeot of deliberations at the highest level at the
International Forum cn Appropriate Industrial Technology held in

India 20 - 30 November 1978.

17. As direct follow=up of the Lima Declaration amd Plan of Acticn.

an Industrial and Technologiocal Information Bank (INTIB) has been

oreated at UNIDO, with a view to promoting a greater flow of information,
thus permitting the proper selection of teohnologies. ‘It has been set

up as & pilot operation for a period of 18 months from mid=1977, after
which its experience will be evaluated. The establishment of the Regional
Centre for Transfer of Technology in Bangalore provides an opportunity
for concerted action in the ESCAP region in this field.

18. Special attention at the Third General Conference will also

be given to industrial cooperation among developing countries and to
improved mechanism for industrial oooperation o promote the flow of

&n integrated technical and finanoial assistance to developing oountries,
inoluding regional oocoperation and special measures for the least developed,
land-looked and. island countries. In this context the initiative taken
by the ESCAP Ministers of Industry at their meeting in November 1977,

for the setting up of a olub of interested ocountries to assist in the
promotion of aotive cooperation among the developing countries and
pPartioularly in favour of the least developed whose special needs required
urgent aotion, will be of particular interest.

o) Instituti-nal arrangements

19, The Third General Conference is expeoted to review the effeotiveness
of ooordination and follow up on matters in the field of industrial
development and cooperation oovered by other organizations within the
United Nations system. The olose oollaboration existing between UNIDO and
the regional eccnomic commissions, in particular through the joint industry
divisions, is noted with satisfaotion in this context.




20, The Third General Conference will review the effectiveness

of the institutional arrangements for UNIDO, with reference to the
long=range strategy for UNIDO to meet the challange of industrialization
in the 19808 and beyond.

III. PREPARATIONS AT THE REGIONAL LEVEL FOR
THIRD CENERAL CONFERENCE OF UNIDO

21, At the twelfth session of the Industrial Development Board
general support was expressed for active preparatory work for

the Third General Conference at the regional level. Past experience
had shown, it was stated that regional preparatory work by the
developing countries was an all-important factor in ensuring success,
and the suggestion made that UNIDO provide all poléiblo support to such
Preparatory activivies. As noted earlier similar sentiments were

) oxprptlod at the eleventh session of the Permanent Committee.

22. It may be noted that, outside the ESCAP region, ofher industrial
conferences at the regional level, which are expected to consider
regional positions as the major questions to be considered by the

Third General Gonference, are scheduled to be held, at the middle

or later part of 1979, namely:

-~ The Fifth Conference of African Ministers of Industry;

-~ The Fifth Industrial Development Conference for Arab
States; and

- The Latin American Conference on Industrialization.

23, The preperatory work for these conferences includes various
pPreparatory meetings, such as, in the case of the African Conference,

A symposium on industrial development policies for national collective
self-reliant growth, including the identficiation of alternative policies,

strategies and instruments for the achievement of the Lima target.
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ANNEX 1*
SPICIAL ISSUE OF THE INDUSTRIAL DEVELOPMENT SURVEY

[ eie

1. Thie eynopeie is intended to provide a monl\ over-view of the eubject matter of, and
lines of investigation pursued in, the epecial iesue of the Mwng'
whioh ie soheduled for publioation in the eummer of 1973. Work ie still m progreee on ssvemal
of th* ~ubjscte diecusesd below; while, therefore, the general lines of reasoning reflect the
treatmen' of eubjects, subsequent work will reeult in further refinemente and inolusion of the
most recent data.

2. Industrializadion oontinues to be a dynamio force contributing to growth in the developing
oountriee and to the growing network of economio interrelationships at the ¢lotal levsl, In
fact, the phenomenon of sconomio interdependence - a trend whioh increasingly binds the

soonomiee of the developing oountries with sach other and with those of the developed ocountries -
is largely a oonssquence of industrial growth. Incastrialization prospects, and in particular
achisvement of the Lima target, are dependent upon an ever-widening eet of complex relation-
ehips. Prominent examplee are: the ‘transfer of teohnologiee from the developed to the
developing oountriee; the flow of natural Tesourcee; oapital flows and large-scale forsign
investaente; international labour migration; and international trade in semi-manufacturse

and manufactures. '

3. Industrial progrese in the dsveloping countries ie heavily dependent upon the behaviour
of these links which lie at the heart ¢f the modem interiependent world, While trade-oriented
soonomiee may be eepecially vulnerable to the vioieeitudes of world market conditions and trade
Polioiee, the industrial sectors of the developing oountries are Susceptible to eudden ohangee
that are transmitted through ths network of international links, The econcmies of the develop-
ing countriee lack the resources and skills as well as the size and breadth of markete to
adjust to many of thess ohangee independently. The need for oo-operation among developing
oountriee, as well as between developing and developed oountries, as callsd for in the Lima
Deoclaration and Plan of Action, has been increasingly recognized, and the required mechanisms
eet in motion, in order to eneure multilateral action on esveral fronte.,

4. The Lima target is based on the global dietribution of manufacturing value added (eee
table 1 below). During the period 1960 to 1968, the developing countriee' share of world
production underwent little ohange, remaining at a level of about 7 per cent. Since that
time, however, eteady guins have been recorded although the group'e share of world productibn
otill remains below 9 per cent. The world receeeion sinoe 1974 has affeoted manufacturing
growth in the developed market soonomiee more eericusly than in the developing countriee.
Recent growth in the omtrally planned economiee has shown only minor fluctuations and, in
goneral, has been relatively etable.

5« In general terms, manufacturing growth among the developing countriee has been more
pronounced for the group of countries at the intermediate level of per capita income ($521 -
$1,075), which accounte for 17.3 per cent of the population of the developing countriee. Growth
has aldo been substantial for the small number of high~income countries (over 82,000 per: capita
inoono), which account for 1.6 per cent of the population of developing countries. Ratee of
Erowth are lowest in the pocrer ocountriee (per capita income of leee than $265) where over

* This is also annex I of ID/B/C.3/71 reprodused here verbatig.

e e d
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half the population of the developing countries ie to be found. Over 70 per cent of the
manufacturing growth that has taken place in the developing countries since 1966 is attributable
to only 10 countries. Thus, in a majority of developing countriee -~ and for a majority of the
population in this economic group - industrial growth has been Just sufficient to enable *hem

to maintain their share in world industrial produotion at the same level.

ex Table 1, re of developing countries in world
total of value added in the nanufacturing
sector, 9 1

Tear Per oent Jear Pz cent
1960 6.9 1968 6.9
1961 T.1 1969 1.0 .
1962 T.1 1970 7.3
1963 6.9 1971 1.6
1964 7.0 1972 1.7
1965 6.9 1973 1.9
1966 6.8 1974 8.2
1967 6.8 1975 8.6

Jource: UNIDO, based on data oommunicated by the United Nstions Statistical Office.

Botes Based on mid-year figuree for 1977, the share of the developing countries may
be estimated at 3.0 per cent.

6.  Qeneral oharacteristice, such as th. size of the domestio market, the level of resource
endownent and a country's policy orientation, influence the pattern and pace of industrial
growth, Theee characterietice are analyzed in the Survey in a discuseion of recent growth
experiencee in developing and developed oountriee, Typically, manufactures! ehare in tov.l
income rises at an accelerating pace until an intermediate level of development is attained;
beyond that point the manufacturing sector oontinues to grow, but at a slower rate. These
factors all affect a country's growth path in different ways.

Te A detailed statistical analysis carried out in the Survey providee the basis for several
soenarios of industrial growth to the year 2000. The results are not intended to be projec-
tiens, but are indioations of possible directions of change with specifio assumptions about
future growth. The pressing need for the future growth of the developing countries to depart
from historical patterns is evident. Future growth rates in those countries, in relation to
those of the developed countries, are considered, along with eome of their implications for
patterne of trade, the oomposition of industrial production, and investment requirements.

8. The manufacturing seotor is ocompoeed of many heterogeneous branches. Barriers to develop-
ment and the significance of the various forme of interdependence vary widely from cne branch
to another. Analyses conducted at the branch and oommodity levels help to clarify eome of the
dist inguishing oharacteristice of different segmente of the manufacturing sector. The struc—
ture of industry at the branoh level is relatively homogeneous among the developed maricet
sconomiee, but differs greatly among the developing countriee.

9. [Existing patterns of specialization at the branch level may be expected to change
substantially as industrialization continues. Currently, the developing countries’ special-~
ization in various industrial branches is closely identified with resource endowment and/or

agricultural :lopment. Among the developed countries, there is an apparent tendency to




specialize in specifio products within a given branch (euch as ohemicals or agricultural
machinery). There ie no evidence of a similar trend among the developing countries. 4in
analysie of growth patte.ms at the branch level provides an indiocation of short-run p-oepects
for industries in the developing countries.

10. A review of the priority ssctors identified in the Lima Declaration and Plan of Action
and of sectcral studies and occnsultations ﬁndortlkon, indicatee the interrslaticnship between
growth prospectie in developed and developing covitries. RExmmples are world-wide limitations
on available rav material euppliss in ths case of some products, differential rates of growth
in fipal demand in the two scomomic groupe, trends towards import replacement of warious
products, and ohnnc.ing preduction technologies. ’

11. The results eerve as a rough guide in dstermining whioh branches are most influential in
the growth procese at a given level of development. Supplementary informstion on commodity
balancee and apparent consumption of epecifio commodities sheds further light on the mannsr in
vhich resgurcve endowment and productiocn teohnologies influencs growth and a oountry's
dependence upon exports or imports.

12. The significance of international trade for industrial development varies widely from |
sountry tc country and from one industrial branch to ancther. The extent to which developing
oountriee hawve become intsgratsd in the world trading network has increassd grestly during the

1970s. A nuaber of developing countries now figure increasingly as supplisrs of manufactured

€00d8 and as markets for the manufactured sxports of the developed countries. Bowever, the

share of the developing countriss as a whols in the domestio markets of the developed countries

is found to be quite small for most products, a faoct wk.ch should be taken inty accownt in

oonnection with arguments for further protection of domestic industry in ths latter countries

(eee Table 2 below).

MWMMM
for selected years, by soomopic growp
A1 Nanufacturee as per cent of total trade

31 Manufsctures as per omnt of total trade excluding SITC 3, minersl fuele and
related matsrials

1960 1965 - 1970 1972 1974 1975 1976

World 54.9 59.1 64.8 £§5.6 57.7 59.6 9.3

61.1 65.4 T1.4 73.0 72.8 74.0 74.4

67.5 70.2 15.4 753 T4.7 75.2 5.2
70.3 72.7 T78.1 78.6 T8.5 79.2 9.7

%8.8 63.1 61.8 64.4 58.5 56.6 57.6
67.2 71.2 68.4 7.5 68.5 70.3 66.7

14.0 17.5 23.8 24.1 16.8 17.3 18,5
19.5 25.4 35.1 38.7 4204 42.6 45.1

Developed market
sconomisse

Centrally planned
esconomies

Developing economies

W > W W e

Source: UNIDO, baeed on data supplied by the United Nations Statietical Office and taken from

the 1975 I%o Yearbock and Monthly Bulletin of Statistice March 1966, March 1970,

and June 1978,
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13. Other salient features in the field of manufactured trade include the growing importance
of the capital goods exports of the developing countries. Although still a minor proportion
of the group's total manufactured exports, the share of oapital goods exporte has risen
considerably and reflects the gains recorded by a small number of developing countries.
Another noteworthy feature is the contribution manufactures make to the current account
balance of many developing countries., This contribution is substantial for a large number of
developing countries, and not only the major exporters. Finally, when production and trade
pattems are examined by end-use of products {consumer goods, intermediate goods and capital
goods ), the close relationship between production and trade becomes clear. The traditional
pattern of the developing countries' dependence on primary (or natural resource-based) exports,
along with the import of capital goods, is however still evident in most instances. The

significance of these and other findings is analyzed for its industrial implicatiens.

4. 1In the preparations of the Survey, a separate exercise was devoted to an evaluation of
the developing countries!' performance in manufactured exports. Several conclusions emerge
from this evaluation. First, as regards the composition of the developing countries! manufao=
tured exports, this is dominated by products for which growth J1n world demand has been
relatively slow. Secondly, as regards markets, these have generally been dynamic ocnes.
Finally, the revealed competitiveness of the developing countries has improved over time. The
magnitude of each of these effects has been estimated. In general, the most important features
are the negative impact of the composition of the developing countries! exports and the

positive contribution of increased competitiveness.

15, A key element in the process of industrial development is the extent to which the
developing countries can efficiently increase the degree of indus.rial proceseing of goods
pricr to export. In recent years, approximately 53 per oent of th: total exports of the
developing countries have either been wiprocessed or required subsequent processing.a A
comparable figure for developed market economies in the same period is 27.6 per cent. Various
processing chains (specific stages of transformation from raw material to intermediate product )
are identified and activities in the developing and the developed countries compared., Partic-
ular attention is paid to the proceesing pattem for minerals at the mining, refining and
fabrication stages. The results reveal some progress on the part of the developing countries
in extending the degree of domestic processing, although there is a vast difference in compar-
ison with the developed countries. Explanations for this difference vary widely, involving
technological issues, structure of the particular industry, questions of horizontal and
vertical integration, demand characteristics, the costs of factors of production and market

access,

16. BEmployment and social issues in the industrialization process are considered in conjunction
with manpower resources and technology. The developing countries! share of world erployment

in manufacturing is now approaching 33 per cent, although their levels of labour productivity
are considerably below those achieved in the developed countries. The bulk of industrial
employment in developing countries is satisfied by light manufacturing. Though rates of

growth (for output and employment ) are decidedly higher in heavy manufacturing, these oranches

have achieved only a limited share in total manufacturing in most developing countries, The

y The figure refers to 73 developing countries based on a definition of processin? stages
at the 4 and 5-digit level of the SITC. All exports (SITC O - 9) were included except
petroleum.
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practical development of technologies appropriate to the labour and capital endowmerts of +he
developing countries is thought to be a crueial step in the solution of the problems discussed
here. An analysis of specific, micro—economic situations is carried out in this connection,

17. The traditional or informal areas of manufacturing play a significant part in the indus-
trialization of many developing countries. The development of modern large-scale industries
using imported technology and equipment and mostly looated in urban concentrations may tend %o
leave subetantial segments of the population of several developing countries - particularly in
rural areas - out of the orbit of industrialization and modernization. Since the middle and
late 19708, the industrial plans of many developing countries have taken into account the need
for policiee and programmes oriented towards the development of the rural and urban poor in
theee countries. The role of small-scale and cottage industriee and of more appropriate
teohnologiee in meeting the basic needs of the population and in ‘accelersting the industrial-
ization process ie analyzed in the light of the development plane and programmes. The
effective role that appropriate industrialization programmes can play in integrated rural

- developmert is also diecussed, on the basis of the sxperience of several rountries.

18. The financial requirements necessary to sustain the pace of industrialization in developing
oountries poee a key question for the futurs. ’Policiu designed to stimulate both domesetic

and foreign investment will be required, as well as measures to improve capital productivity
and rates of oapital utilization. A study of total investment in manufacturing for a large
sample of developing countries showe that approximately 20 per ocent originates from foreign
sourcee, the remainder from domeetic sources. Investment averaged about 18 per cent of gross
domeetic capital formation between 1967 and 1976 although in the latter year a decline could

be noted relative to the share in immediately preceding years. Over the period 1960 to 1975

the debt-service ratio rose considerably, reflecting in part the growing importance of private

sources relative to public sources. The implications of these broad trends, along with an ‘

analysis of conditions at the country level are included in the Survey.

19. The importance of the public sector in industrial development varies widely from country
to country., Thie is because the precise role of the public industrial sector in a country is
cloeely related to the socio-politico~economic context in which it functions. Nevertheless,
the importance of the public industrial sector in & number of developing countries is ccnsidere
able when account is taken either of its quantitative contribution to such items as manufac:ur-
ing value added, employment and gross domestic product, or of its role as an entreprensur and
catalyst in the development of certain priority or key industrial activities. For the purpose
of the Survey, the public industrial sector is viewad as focusirg on those enterprises predomie
nantly owned and controlled by the State and producing manufactured goods, as distinct from she
whole range of public sector irduetrial policies and measures. Because of scarcity of data,
the Survey does not attempt to §ive a comprehensive and detailed picture of the public industrial
seotor, but attempts, rather, to provide an overview of the rationale and importance of *he
sector, foousing on key iseues and problems which arise in the establishment and effective
operation of manufacturing enterprises.

—
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ANNEX II%*

MONITORING THE PROGRESS MADE BY GOVERMMENTS AND INTERNATIONAL
ORGANIZATIONS TOWARDS IMPLEM ENTATION
OF THE LINA DECLARATION AND PLAN OF ACTION

A aynopsis

1. By virtue of IDB resclution 45(1IX), the Board assumed responsibility for ths review and
appraisal of progress achieved in the implementation of the Lima Declaration and Plan of Action,
In order to facilitate this menitoring, the Exeoutive Director was ssked tc request periodioally,
from Governments and international organizations ooncerned, information cn the action taken and
the progress achieved in this respect. The reports, prepared on the basis of responses received
from GJovernments and international organizations, have constituted an essential oontribution
through whioh the Board has been able not only to obtain direct information on the views and
actions of the member countries, but also to provide appropriate guidance to the Seorstariat.

2. The first round of the mcnitoring exercise was oarried ocut in 1976-1977 and results
presented to the Board at its eleventh and twelfth sessions (documents ID/B/182 and Add.1 to 4).
A seoond round was launched in May 1978, at whioh time Governments were requested to submit
replies by 30 November 1978. In both rounds, speoially duimod‘quoltimirn wers used in
order to ensure, as far as poesible, oonformity and the requisite foous on the most pertinent
aspects, it being recognized that the 6ovommontl' repliee tc the questionnaires would form

the basis upon which the Secrestariat ocould undertake a meaningful analysis of the progress
sohisved towards the implementaticn of the Lima Declaration and Plan of Action. The oo~operaticn
of other organizations within the United Nations system has also been sought in respect of thcse
elements of the Lima Declaration and Plan of Action that fall within their competence.

3. As in the initial exercise, the responses from Qovernments and international organizations
will be presented in the form of a oompendium, further to which thsy will constitute the
fundamental inputs for the analytical report whioh the Secretariat will prepare during the
firet half of 1979. Statistioal and factual information from other scurcee, such as the
Development Assistanoe Committee of the Organisation for Economio Co-cperaticn and Devalopment ,
will also be used during the preparation of the analytical report.

4. In the questionnaires issued in oonnection with the first menitoring exercise, particular
attention was devoted to issues ocnosming plans, plan targets, strategiee and priorities. In
their replies, ths developing ocuntries olearly recognized the importance of planning as an
instrument for the systematic allocation of rescurces needed to attain sustained industrial
growth., The questionnaires used in the second round have thus been sc designed as to permit
analysis of the impcrtance ccuntries attach to the development cf key industrial sectors and
tc the role of the public sector in the expansion of industries. Particular attention is also
given to the extermal and intermal factors affeoting the developing countries’ progress towards
achieving the goals and targets of the Lima Declarstion and Plan of Action.

5. In the firet round of the monitoring exercise, due reccgnition was paid to international
industrial oo—operation ae constituting an essential input into the industrialization of the
developing comtries. In the second round, partioular attention has been devoted to forms of
co-operstion designed to facilitate redeployment and the progressive tranefer of productive
capacities from developed tc developing oountries, including industries that would further

* This is reproduced verbatim from ID/B/C.3/71.

—



© st e <

I

- 15 -

the processing of rev msteriale and semi-sanufactures in the developing countries, 'lpcc'isl- .
euphasis has aleo been given to possidilities for intermational oo=operation in thoee
izdusirial eectors covered hy the consultation meetings.

6. The reduction of unemployment and a more equitable distritution of income in the
dsweloping eo\mriu\ are fimdamental interrelated social objectives oontained in the Lima
Declaretion and Flan of Aotion, and due focus has oentred thereupon in the second rowmd of the
sonitoring exercise., ittemtion has alec beem dramm to the extent to which the industrial
streteogies and projections are related to the uwtilisstion and domestio proceseing of looal

Tev saterials and to aeasures taken in tlis regard by bdoth deweloped and developing countries.

T Replies %o the firet inquiry oonfim that omsiderable attention has been paid to the
transfor, uhputicn and dewelopment of technologies. In the eecond roumd of the monitoring
ezercine, attention bas been focused on the progress achieved, in particular through inter-
natiomal co-operation, in deweloping manpower Tescurves and resesrch capabilitiee, as well as
in promoting teolmological information, sdaptation and innovation.

8. Mtemtion has lso been drewn 10 specifio aspects of intemational trade amd co-cpersticm,
Suck as measures facilitsting the expansion and diversifiosticn of devploping countries' experts
of amufactures md seni-sasufectures, finmoial smd techmicel assistance flows, and tecimo~
secnemioc co-mmiu amg dewmloping ;mruc.

————
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ANNEX III*

NOTE ON THE JOINT STUDY ON INTERNATIONAL
INDUSTRIAL CO-OPERATION

Introduction

1. In oompliance with the directive of the seventh special seesion of the General Assembly,
and in ooneultation with other United Nations organizations, UNIDO is engaged in preparing a
study (hereinafter referred to as the "Joint Study”) of "methods and mechanieme for diversified
finanoial and technical oo-operation whioh are geared to the special and changing requiremente
of international induetrial co-operation, ae well as of a general eet of guidelinee for bilateral
industrial co-operation".’ It is expected that the Joint Study will emerge with a set of
practioal and innovative proposals for setting up new mechanisme for intermational co-operstion
aimed at helping developing countries to fulfil their development objeotives in line with the
New International Dconomio Ordsr (NIRO) and the Lima Declaration and Plan of Action.-z/ These
Proposals will be presented, discuseed and negotiated at the Third General Conference of UNIDO,
to be held at New Delhi in January/February 1980.

2. A progress repor-tl/ on work on the Joint Study up to October 1976 was submitted to the
General Aseembly at its thirty-first eeasion by the Eyecutive Director of UNIDO, covering, inter
lia, t.e deliberatione of & meeting of Eminent Persons on International Industrial Co-operation
oonvened at Vienna in September 1976, Subsequently, in 1977, several etudies were commissioned
on two related, but partial, areas of ooncern in the Joint Study:
(a) The experience provided by intergovermmental framework agreemente between countries
of the Enetern and Weetern bloce, and the potential ueefulness of euch framework

agreemente in facilitating enterprise and other forme of collaboration between
advanoed and developing oountries for industrialization purpoees;

(v) Procedurea for solving differences, inoluding international arbitration mechanisme,
and the avoidanoe of dieputes whioh emerge from the implementation of industrial
oo~cperation oontracts.

3¢ In 1978, the scope of the work was expanded to cover a much wider range of aubjecta of
international industrial oo—operation, and a provisional list of issues for study was drawn up
by the Seorstariat. This list was diecussed at a meet ing of twelve Hminent Economiste from
both developed and developing countries, held at Vienna in July 1978 to advise the Executive
Direotor, The aim of the meeting was to teet a proposed approach to the §tudy, and to diecuse
and finalize the list of ieeuee in the context of the aspirations of the developing countries
and likely ohanges in international eoonomic oonditiems.

4. TPollowing tha completion of the preliminary draft of the Joint Study in the first half
of 1979, it ia propoeed to dieouse the main findings at regional meetings of minieters of
industry soheduled to be held during 1979. Other intergovermmental fora, such as the oonfer~
enose of the regional oemmiesions may also be used %a teet the attitudes of Governments towarde
the Joint Study’e proposale. The findings of other world ocnferences on subjeots of relevance
to international oco-operation and industrialization are being closely followed in order to
Judge the olimate of co-operation, as well as to identify proposals that can be developed
further in the Joint Study. Of particular importance are the United Nations Conference on
Teohnioal Co—operation among Developing Countries, the United Nations Conference on Science
and Teohnology for Development and the fifth seesion of the United Nations Conference on Trade
and Development (UNCTAD). 1In addition to co-operating with other United Nations organizations
in the preparatory work for theee conferences, inter-agency meetings are also scheduled for
1979 to disguss the draft proposals of the Joint Study.

1/ General Assembly resolution 3362(S-VI1), section IV, para.7,of 16 September 1975.
2/ /10112, chap.IV,
3/ 4/31/230 dated 8 October 1976.

* This is reproduced verbatim from ID/B/C.3/71/Add.2. ]
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T T I. INTERNATIONAL FRAMINORX FOR THE STUDY
A: The New Intermnationa o Ord

5  No issus has been more central to internstional d.:llouuiany in recent years as that
ooncerning economio relations between rioh and poor ocountriee. Recognition has widely spread
that "the international system of sconomio and trade relations whioh was devised 30 yoars ago
is now manifestly inadequate for the needs of the world community as a whole. The o) arge
against that order in the past was that it worked well for the affluent and against the peor.
It cannot now even be said that it works well for the affluent. Over the oourse of the next
decads, therefors, substantisl adsptation of institutions and behaviour will be needed tc
respond to the changed oircumstances of our times.

6. Certain elements of the relstionship between the developing and the developed ocountries
that the former find partioularly irksome are:

(a) The division of the world into exporters of prisary products and exportsrs of
manufactures;

(b) The sdverse factoral terms of trade for the producte of the developing oountries;

(o) The one-eided dependence of the developing ocuniries on the developed for finance
and technology; : .

(d) The dependence of most developing countries on the developed for their engine of
growth.

_T. To overcome these built-in disabilities, the Third World is saking for a fundamental

structural change - a new intematicnal economio order whioh will redress past patterns of
hopeless dependency and provide real opportunities to share more equitably in global growth,

8. The NIID is-thus to be viewved as a dynamio oonoept and not simply as a etatio statement
of intent, In this perspective, the Joint Study would seek tc build on the foundatiocns laid
during the present decade, whioh have as their osntral objective the oreation of a setting in
whioh the poooibiliti\u for individual and oollective self-reliance among the developing
oountries ocan be inoreased, while placing the relations between industrialized and developing
oountriee on an equitable footing,

3. The Jeoond Jenersl Conference 9f UNIDo

9. The Lima Deoclarstion and Plan of Action goes further in specifying eome of the Qualitative
changes that industrialization should undergo in the future. It etipulates the importance of
self-reliance and the oonoept of an integrated and multi-seotoral approach to industrial devel-
opaent. Emphasis is similarly placed on reform of the internationsl monetary system, the
regulation and supervision of transnational corporatione, and the strengthening of producer
assooiatione and other means of increasing the bargaining power of developing countries. For
developing o&mtriu, the Lima Deolaration and Plan of Actien places strees on the eocio-
economio objectives of industrialization, inoluding the elimination of poverty and unemployment,
the integration of industry with other eectors, and the etimulation of indigenous oapacitiee
for mobilizing finance, technology and training. The elimination of trade barriere, struotural
adjustment and redeployment of industry, as well as technioal and financial resource transfers
to developing countries are among the group of measurse recommended for adoption by the indus-
trialized oountries. Co-operation among developing oountries ie recommended, especially through

y 3ixth and seventh epecial sessions of the General Assembly, 197/ and 1975; -Second
General Conference of UNIDO, 1975; Conference on International Economic Co~cperation, Paris, 1976,
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harmonization and co-ordination of policies, the sharing of information and experience, and
agreements on product specialization. Finally, in the area of co—operation between industriale-
ized and developing countries, particular importance is given to resource flows, industrial

restructuring and free trade in manufactures.

10. Achievement of the Lima target, namely that 25 per cent of total world industrial output
should be produced in the developing countries by the year 2000, would imply extremely heavy
demands on the supply of both internal and external investible resources. If the assumption is
made that future growth rates in the industrialized countries may be around 4 per cent per
annum, and that domestic savings rates in the developing countries cannot be increased signifi-
oantly above current levels, then in the year 2000 alone the required net flow of external
finanoial resources to the developing countries would have to be of the order of $400 billioné
(at constant 1972 prices), or some 10 times the magnitude actually acrieved in 1377, It is
unlikely that this could be reached without special efforts at reshaping international economic

relationships,

11« At the intermal lev.el, moreover, reascnable assumptions suggest that attainment of the I‘ma
target, given existing structures, would require that investment for industry alone should reach
more than one third of the Gross Domestic Product [GDP) of the developing countries {i.e. doubie
current proportions). Hence, a major implication of the Lima target is that its fulfilment
would, under foreseeable conditions, impose enormous strains buth on relations between developing
and industrialized countries and on existing structures in the developing ccuntries. It foliows
that progressive structural change is essential if the share of the develcping countries in
industrial producticn is to be increased, An integral part of that change is the formulation
and implementation of new modalities for international co-operation between develeping and

industrialized countries and among the developing countries themselves.

C. The international economic setting

12, The likely configuration of international economic structures, conditions and relations
over the next quarter century is vitally important for the elaboration of co-operation proposals
linked to the Lima target - if these are to gain acceptance by countries having diverse inter—
ests. Three major features are likely to characterize the intemational economic environment

up to the time the Third General Conference of UNIDO is held, namely:
(a) Continuing and perhaps deepening world economic recession;

(b) Separation, for the first time in histery, of national industrial and financial
power, through the emergence of the "rich-poor" capital surplug oil-producing
countries, thereby opening up prospects for entirely new strategies for thg
economic development of such courtries, as well as of thoie countries that
collaborate with them;

(c) The coming of age of the "pcor-rich® developing countrizs which are at the fore-
front of the industriaiization process and therefore aiready have the capability
of transferring most of the resnurces (except capital) needed by the less developed
countries,
13. Since the engine of growth for the majority of the developing countries for the foresee-
able future, barring urgent restructuring, will continue tc lie in the North, any comprehensive
plan for global industrial co~operation must, by definition, hinge on economic conditions

prevailing in the industrial countries At the Meeting of Hminent Economists in July 1973,

&/ For the purpose of this document one billion equals one thousand million,
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it was m;r;lly -t‘olt that the growth performsnce of the industrialized ocountriee might con:inue
to be sluggieh for some time to oome. Given the reduced operational eurpluses and mounting
investment needs arisins ocut of teolnologioal advances, it is possible that capital transfers
from the North will fail to matohk the requirements of a oonpnhmivo plan for global induetrial
oo—operation needed to meet the Lima target. One deterrent to oo—-operstion has already emerged,
in the form of the proteotionist sentimente that are building up in the North. ZReoclusive
reliance on the markets of the developed countriee, therefors, should not be the only stimulus
for the future expansion of :Lndnltricl output in the deweloping oountriu.

14, The above observations, seen in the oontext of the propoul. advanoed in the NINO, and
subsequently developed at the Second General Conference of UNIDO and other international father-
ings, strongly suggest that in the ooming dscade the developing countries, as a matter of
neceseity, may have to elaborate and implement programmes of South-South oo—eperatiom. Such
programmes would include the areas of finance, direot foreign investment among developing ooun=
tries themeelves, teohnology supplies, and new forms of external trade. These issues all oome
within the purview of the Joint Study, and are touched upon briefly in section III of the present
Note. 4t this stage, it has tc be olearly recognieed that what ies at issue is a major obange

of foous ugu'din; international eoconomio relations. Demands for the NIEO have been formulated,
and ocontinue to be formulated, precieely in a period when, for the first time in more than a
quarter of a oentury, the ;ndnltrialind oountries are desply preccoupied with their own eocmomic
probleme, Thus, the developing oountries may even find it diffioult to obtain such oo-operatien
as they may oonsider desirable in the light of their own development objeotives, eimply beoause

" the industrialized countries are no longer ready to offer suoh co-cperation. The proposale to

be advanoed in the Joint Study will therefore take acoount of the posesible developments in the
international setting as a whole, and attempt to cover forms of oo—-cperation suffioiently
flexible to meet eudden shifte in intermational conditions,

II. A DIPFERINTIATED ANALYSIS OF INTERNATIONAL INDUSTRIAL CE)-OMIGI

15. A study in general terme of meohanisms of intermational industrial oco~operation for all
Third World oountries would suffer from two deficiencies: first, the treatment of developing
oountries as a homogeneocus aggregate would ignore their enommous diversity in size, resource
endowments, oxilting industrial etructures and patterne, and poliocy direotione; and seoond,
the analysis of external co-cperation, undertaken in abstraction from the national strategies
and procesees of industrialization, would glve toc little weight to orucial internal factors
and oonstraints., In the Joint Study, therefore, an effort will be made partly to remedy these
basic defioienoies by looking at co~cperstion mechanisms from two anglee: first, by oonsider-
ing different oo-cperation requirements, forme and ohannels associated with broadly varying
strategies of industrialization; and eecond, by making use of country osse etudies that are
representative of the range of situations found in the Third World.

16, Broad strategies of industrialization may be characterized as:

(8) Those oriented towards export markets and aoceptance of the international divieion
of labour, as dstermined by the operation of free markets and free trade;

(b) Those festuring a planned attempt, from a national perspective, to build up an
independent industrial etructure with emphasie on ocapital goods production, though.
perhaps starting with a prooess of import substitution;
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(c) Those which ars eesentially inward-looking, aimed at expanding the internal market
for industirial products of mase consumption, meeting directly the neede ana uoing
the capacities of population majorities.

17. A rseidual category reflecte the situation of countries that have barely embarked on a
programme of industrialization and consequently have not yet formally opted for one of the
thrse alternativee listed above. Although it is evident that these strategies are not mutually
exclusive, they neverthelees give an indication of what the major industrialization thrust of
& country may be at any given moment in time. Most countries and their development plans
sxhibit eome mixture of these stirategiss or reflect a process of transition from one to the
other. Moreover, various sub-eectors of industry in a given country may reflect different
skrategiee, leading to differences in co-oper:‘ion requirements, depending on the sector. At
& different level of aggregation, a country may designate certain sectors or sub-sectors to

be oriented towards export producticn or towards collaboration with foreign enterprises, and

others, for either social or etrategic reasons, towards independence from foreign eources.

18, The nature of external co-operation, including reliance on foreign sources of finance,
direct inveetment and technology, will be different in the case of each of the alternative

strategiss, although some production sreas may be more sensitive than others.

19. Within the framework of the Joint Study, two other studies are being undertaken with the
sxpress purpose of exploring the international consequences and limits of al‘ernative indus—
trislization etrategies. One aims at assessing what would be the limits of absorption by the
markets of the induetrialized countries if a significant number of developing countries, inclu-
ding many of the larger ones, were to decide to produce industrial goods substantially for
export. Following a contrasting hypothesis, another study is aseessing the scope for countries
to adopt industrial stratsgies oriented primarily towards internal msrkets and involving
"de-linking" from the international economic structure. Both studiec congsider the kinds of
internaticnal co-operation that would - relevant in each situation, and the likelihood of

their being available to the countries concerned.

20. Country case studies of those countries following typical strategies are needed in order
to place the role of external co-operation for industrialization in proper perspective. Given
ths type and source of co-operation (contralting co-operation with the North, the Eaet and
with other developing countries of the South), each study should aim to assess the extent to
which external factors have contributed towards, or hampered, the national procese of industri-
aligation and the objectivee of development, including self-reliance. The studies should help
to identify the major forms, channels and mechanisms of international co-operation actually
ussd by ths countries, and provide some idea of the relative importance of different areas of
co-operation. An evaluation of their past strengths and weaknesses, as well as the highlighting
of possible modifications of new mechanisms to meet the changing needs of industrialization in
ths future, will provide a checkliet against which to Jjudge the comprehensivenese and merits

of the mechaniems being coneidered generally by the Joint Study.

21. Ae to the relative merita of co-operation from different sources, two types of studies
are being undertaken: the first tries to dras lessons for the Third World from experience
gained in recent East-Weet industrial co-operation, including the use of intergovernmental

framework agreemente for collaboration at the enterpriee level. The escond concerns the
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\z-x;dorlyin‘ prcoc;cupa‘l;'.on nf the Joint Study with collective self-reliance ae the outcome of
co-operation among developing countriee. In thie respect, studiee are being conducted that map
out the extent of exieting co-operation among Third World countriee, covering the special
features of such co-operation, the sectore in whioh it ie ocncentrated, and the countriee
involved. Thie mapping should allow propcesals for Scuth-South co-operation to be formulated
with greater confidencs than would have been poesible even a decads ago, when the significance
of such co—cperation way largely hypothetiocal.

III. ISSUES AND FOMKS OF CO-OPERATION MEING STUDIED

22. The extsrnal éontribution tc the procsss of Third World industrialization is seen to
fall intc four principal aress where flows take place between coun*ries: finance, direct
investment, technology and trade. The a3curcee of thees flcws are grouped in the Joint Study
as the North (the developed market economiss of North America, Westsrn EBurope, Japan and
Oceanis), the East (the oentrally planned sconomies of Eastsrn Durope) and the South (all
developing countriee). PFinanoial flows include both conoessicnary and non-conoceseicnary funde,
comprieing grants, loans and bonde. Dirsot investment flcws are treated separately, and are
concerned ohiefly with the sctivitiss of the transnational ocrporaticns (THCs). Technology
flows are discussed undsr the term "acquisition" of technology rather than the mors ocmmon
oomoept of "transfer”, in view of the faot that a commercial transaction is involved in most
cases. Trade iesuss dsal primarily with acosse to sxternal markete for manufactured products,
ae well as redeployment of industriee from developed to dsveloping countries.

23.  Although in the Joint ‘Study the iseuss will be eorted into theee four areas, ths analysis
is fully comizint of the interdependence and overlap between the areas, reoognizing that ths
ma jor actors on the stage of international ce=operation, namely Governments, international
crganisations and TNCs, invariadbly are aotive in all four aress simultanecuely.

A. ¥ 1owa

‘

24. Included in the area of firance are thrse g§Toups of issuse rslating to concessicnary
financs, aocess to private capital markets, and finance directly aimed at etimulating trade

in manufscturee. In the Joint Study it is not propoeed o review the entire liet of proposals
aimed at increseing official development aesietance (ODA), or to repeat the argument for link-
ing development aseistance with an increase in international monetary reeerve creation. These
Areae have been given thorough etudy by other international organizations specialized in finan-
oial mattsre, and continue tc be oconsidered in various fors. Consequently, the Joint Study
will lock only at-a subeet of ODA-related iesuee whers conceeeionary finance is used to
catalyse far greater amounte of non-conceeeionary funde for industrialization purposes, such
a8 in providing guaranteee, new forme of co-financing, and arrangements of a triangular nature.
ODA ues in bartsr Arrangements, and ODA in kind, will also be treated in the Joint Study.
Measures to increase the effective use of ehort-term and long-term eurplus funde, as well as
surplus capital goode capacity for Third World industrialization, are very much at the centre
of the Study'e attention in this area.
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25. As far as access to capital markets is concerned, the focus of attention is on elabor=-
ating proposals to ease terms of borrowing (i.e. period of maturity, fees and interest rates
for industrial investment finance). This is partly in response to the general finding that
there has been a tremendous increase in the use of high-cost, offshore currency financing by
developing countries in the last four to five years. The middle-income and the fast-growing
developing countries are expected to be the ma jor beneficiaries of proposals in thie area.
Finally, the trade-related financing area offers issues concerning: the feasibility of creating
banking and payments systems within the Third World catering specially to its needs and capa-
bilities and bypassing eetablished networks headquartered in the rajor Northern financisl
centers; the feasibility of introducing - within the existing, and possibly a modified, world
trading and financing system - new investment mechanisms linked to trade in manufactures and
commodities, including specific types of proposals geared to expanded credits for developing
country exports; and the feasibility of barter—related investment finance arrangements between
groups of countries where an active international mediatory role may be snvisagsed.

B. Direct foreign invesiment '

26. The impaot of direct foreign investment on Third World industrialization is being studied
in terms of devising acceptable ways of: first, inducing direct foreign investment at least
cost; second, regulating and controlling such investment in the intereet of increasing its
linkage with domestic enterprises and entrepreneurahip with a view to enhancing its develop~
ment impact and retaining more of the benefits within the host country; and third, increasing
the capacity of developing countries to bargain with foreign enterprises, in order to obtain
improved terms and conditione.

27. In the first area, a review of schemee providing financial incentives (e.g. tax, tariff
and exchange-control concessions) and other non-monetary inducements may yield proposals that,
through regional or international co-operative action, will reduce revenus losses. Measures
in the industrialized countries to encoursge local private entrepreneurs to invest in da

developing countries also form part of the review.

28. The close relationship between fiscal measures and the wide-spread practice of transfer
prioing draws the study into the second area, involving the regluation and control of direct
foreign invesiment. The impact of such investment on host economiee remains a controversial
subject of debate. Within the context of its underlying concern with the relationship between
industrialization and development, the Joint Study will explore the potential for international
co-operation in fostering positive linkages between foreign corporations and domestic entre-
preneurs, with & view to influencing local industrial factors, including the degree of concen-
tration, teohnological choice, and local consumer tastes and preferences - all of which are
among the many variablee that determine the developmental impact of industrial investment. A
hitherto relatively unexplored subject being examined in the Study is the effect of the '
obanging composition of foreign investors in developing countries, particular note being taken
of the growth of Third World multinational corporations and state-owned corporations.

29. Co-operative action, the third ares of study, is seen as crucial to the ability of
developing countries to negotiate successfully with foreign enterprises, Attempts are being

made to elaborate new mechanisms for direct foreign investment as well as for industrial

co-operation at the inter-enterpriee and/or inter-state levels. These mechanisms should allow
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tho‘moni‘torinc? of .for;ign invesiment activity to the benefit of the host economies, and w
inoreasing the leverage of these economies in a process of ocontinuous bargaining, help to
achieve greater equity in the eharing of benefits. The development of improved negotiating
instruments, as well as the elaboration of an international framework more eupportive to
Third World enterprise negotiations, are among the prime objeotives of the Joint Study. A
particularly fruitful topio would appear to be the linking of schemss that provide investment
protection with those franting sdequate plant performanoce guarantess.

C. Technol nternati ust co~operation

30. Technologioal oommand is at the heart of any process of industrial expansion. The
oapacity to assimilate, adapt and ultimately create new techniques, new methods of work organi-
sation, new products and new ways of distributing them, is the springboard on which the indus-
trialized oountriee have assured their own material improvement; ¢imultaneouely, their dynamism
has oreated new relationships of dependency for the developing countries. In ite deepest

sense, this dependency consisis of a passive acoeptance by the developing countries of Northern
technology as being the best technology, and therefore the one best suited to their own needs.
Given that perspeotive, developing ocountriee remain in a position of merely following the lead
9f the industrialised countries, both the pace and the direotiom of teohnological ohange, and
thus industrial growth, being determined essentially from the outeide.

31,  The approach taken in the Joint Study is that the pattern of dependency must be troken.
This will require a two-pronged commitment Ly the developing countries. The firet ie to a
Systematic breaking-down of technologies imported from industrialized countries eo that, in
the shorteet possible time, they will pass from the stage of being mere buyere of equipment
and teohnical services to that of aoquiring the internmal capaoity to modify and improve on
that technology in the light of their own oonditions and needs. The eeoond commitment ie to
an investment in the politioal, institutional and legal etruotures capable of generating fresh
teohnologies oorresponding to their own development objeotives. Neither process is simple and
neither should be initiated in isolation. Since no country is operating from a tabdbula Jasa,
the partioular meohanisms chosen, and the relative smphasis given to each of them, will rsflect
the country®s past industrial history. It is safe to eay that imports of technologies will
oontinue in most developing countries; the praotical problem is how to obtain theee in euch

& way that the best possible stimulus is achieved for the domestic dsvelopment of fresh tech-
nological knowledge. The industrialised countries will hardly devote much ntt'ontion to
problems that may be of coneiderable eignificance to the developing countriee but are unimpor-
tant to themselves. Henos, it is imperative that the developing countries tackle thess °
matters themeelves.

3J2. Tr- two-pronged approach to reduoing technological dependence will scarcely be success-
ful without co-operation among developing countriss, and the reasone for this are not difficult
to find. Pirst, the acquisition of information about information is & coetly and hazardous
enterprise, albeit one that is liable to Yyield considerable economies of scale; carefully
formulated co~operative Schemee are thus potentially promising avenuee to pursue, Second, the
institutional and legal procedures to strengthen bargaining capacity are, to a large extent,
the product of "learning by doing” in which the experience of some countries can be vital to
others. This is true "transfer of teahnology” which developing countries can engage in




Sogether. Third, as most of the s0o0ial problems generated by existing teohnology are common
tc & number of developing countries, these countries all have an interest in seeking out new
technologies better suited to their needs. Common endeavours in research and development,
therefore, ought to be of substantial benefit to all concerned. Pourth, soientifio advanoces
in the industrialized countries will oontinue apaca as those countries restructure their
soccieties in anticipation of what some have called the onset of a "post-industrial era". These
sdvances could have considerable effects, either favourable or unfavourable, on the development
aspirations of the Third World. The developing countries, therefore, must ensure that they
resain abreast of the situation through a system of constant, joint monitoring of theee
advanoes.

J3. It is interesting to reflect that in debating the New International Boonocmio Order, the

developing countries emphasize dieparities and inequities in the distribution of power, inoome

and wealth among different countries, whereas the industrialized countries tend to talk about

poverty of people, which is partly a reflection of unequal income distribution within countries. .
In this context, it should be realized that in an important semse, income distribution within
oouptries is the result of unequal distribution of power between oountries. The reason lies

in the wnequal distribution of teckmological power, measured, for instance, by the fact that
over 95 per oent of all research and dcnlop-dt expeditures are omoentrated in the industtial-
ised countries, whioh oontain less than one-third of the world's populaticn. These coumtries
naturally develop the teclmclogy that produces the goods they need, by the procesees that are
right for them, i.e. labour-saving. There is nc economic urge to dewelop equally effioient,
sophisticated oapital-saving technology. When the developing ocountries adopt the anly available
"sfficient" technology ~ i.e. labour-saving — the invested capital is tied up in a small
*modern” sector from which the bulk of the population is cut off. The result is economio
dualism and unequal inoome distribution. In this way, unequal technological power {or techno-
logical dependence) between countries leads to poverty-inducing unequal income distribution

within developing oount ries,

J4. Given these factors, there would appear tc be five main areas in whioh further interna
tional action may be considered. The first is regulation and ocontrol of technology transfer,
including ways in whioh the negotiating strength of the developing couniries can be reinforced
and efforts made tc ensure that importsd technology is ateorbed by the users. The second
concerns the development of information systems, oovering information on joint purchasing
arrangenente among deveicping oountries, in order that the full potential of technologies,
vherever they are available, can be harnessed tc the requirements of the developing countries,
The third deals with the promotion of trade in teohmology among public and private eector
enterprises in developing countries, drawing upon recent evidenoce indioating that the oomsidsr- d
able technolagical progress being made in the developing oountries can provide a basis for

inoreasing teohnological co-operation among them. The fourth covers institutional mechanisms

tc encourage the transfer of appropriate teohnology among developing countries. The fifth

Ares snCONpASSes Oo-opsrative mechanisas maong developing countries for the monitoring of

advances in soience and teolmology likely to affect their industrialization goals,




D. (] trade q i -ultrial redeplc t

35. Perhaps the most visible ares of international economic relations in which the developing
oountries find themselvee dieadvantaged by the present world order is that of trade. Initia-
tivee to inorease the price and volume of developing country exporte have therefore been of long-
est standing in the agenda of specifio reforms of the present world order. In essence, it is
believed that there ie a systematio bias in the dietribution of benefite from international
trade, a bias favouring the powerful industrial exporters of the "oent re" a8 opposed to the
weak producers on the "periphery”. Mo oonsequences result from thie eituation. First, Third
World exports to the North seem to be subjeot, ineeoapably, to secular adverse terms of trade.
Nere important for exports of manufactures, a prepondeiance of intra~firm trade relatipg to
exports from the North. leads to the belief that thers may be more oompetition in the prioe
deteruination of exporte from the developing world than in the prioe determination of their
inpbrto. Second, a large foreign presence . ihe export sector of the ;invuloping count ries
say result in the dynamioe of oomparative advantage in the South being determined principally
by the benefite to be gained in the North.

36. ‘™eee are the broad aspects of international trade in manufactures whioh the Joint Study

is focusing on. In specifio terms, UNIDO is undertaking, in consultation with UNCTAD, a review

of structural trends and those features of trade polioy and practioe that are likely to affect

the export of dawlopin‘ oountries’ manufactures, inoluding tariff and non-tariff barriers, ;
restrictive business practices, the experience of regional trade grouping and associaticns, -

and commodity agreemente, marketing institutions and bilateral agreements. Te review will

" indicate the ecope for further oo-operative endeavours in harmonising poliocies and minimizing

conflict. Prospects for South-South trade and regional markets are receiving special attention.

37. In lime with the industrial restructuring that is prooeeding in the North, redeployment
of industriee from developed to developing oountriee is the subject of a series of studies
being undertaken by UNIDO pursuant to General Aseenmbly resolution 31/163. The findings of
this ongoing programme are to be eynthesized and preeented in the oontext of the Joint Study,
together with proposals for snoouraging redeployment and structural adjustment. Studiee have
been undertaken in both developed and developing countries. Those carried out in a number of -
developed oountriee aim at forscasting long-term etructural ohanges in the industrial sector,
showing the need for adjustmente and the soope for increased industrial oo~operation with the
developing countries. They are based on dieaggregated analyses of factors determining the
ohanging ocomparative advantagee, and of national policy. Detailed reviews are being carried
out on the impaot on employment in various developed countries of increased trade with develo-
ping oountriee. The studies, together with the analyses of the priority areas and deeired
forms of redeployment as eeen by the developing couniries, are expected to previde a basis for
sssessing actual oonstraints and prospects of industrial redeployment, and for suggeeting
suitable national and international measuree to facilitate the redeployment procese.

B. T™e processing of mineral reeources in developing countries is coneidered to constitute

an area warranting partioular attention in the Joint Study. Por example, some 20 developing

countries depend on the export of one mineral to the extent of between 20 and 99 per cent (1973)

of their total export earnings, which remain subject to wide fluctustion. A systematic assess-— !
ment of the proupicta for, and economic benefits of, more extended mineral processing in the

1/ About half of United States-based multinational exporis were inter-company in 1970,
while between one quarter and one third of total world trade in manufactures was intra-firm,
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developing countries has therefore been initiated. It is expected, on the basis of this
asssssment, to outline policy options open to developing countries for the further processing

of major minerals, in co-operation with developed or other developing countries.

39, In sstabliehing new prooessing facilities in the developing countries, collaboration with
foreign enterprises may be developed in a number of ways, to ensure a flow of equitable bene-
fits to the host countriee. The analysis will be disaggregated for groupe of developing
oountries, according to a number of factore, including the structure of markets for the
minsrals in question and the bargaining power of the sellers.

IV. STRUCTURE OF THE JOINT STUDY

40. In spite of the screening of issuss that has been described above, it is important that
ths final selection be made only after a critical review of the areas that seem most promising
for international agreement. To avoid the type of dexdlock in which international discussions
frequently find themselves, it is necessary to look for new ideas based on the identification
of common interests among countries that appear to Le in basic conflict. Conferences to be
held prior to the Third General Conference of UNIDO will undoubtedly provide a valuable indi--
oation of where breakthroughe in intemational negotiations may emerge, Ideas that are not
totally new, in the ssnse that individuals or institutions may havs ﬁrought them forward in
another shape at a previous stage, may have a new and promising inpact if hrought together in
& different synthesis. It is in this sense that the Joint Study is trying to sift proposals,
A wide range of proposals will have to be tested in a eeries of disoussions with Governments
and other parties involved in international co-operation. The process of testing and cheoking
will result in a further distillation of ideas. The final Study, therefore, should emerge
with a limited number of proposals that may be expeoted to enjoy a strong measure of
intemational agreement.

41. The main text of the Joint Study document will be brief in describing the propoeale them- .
selves, together with supporting argumente and the rationale for their selection, Annexes

will give the detailed reasoning behind each of the proposals and include caee studies and
illustrations. The sntire dooument will be presented to the Third General Conference.

- ——
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ANNEX 1V

PROVISIONAL AGENDA FCR THE
THIRD GENERAL CONFERENCE OF UNIDO

Opening of the Conferenoe
Organisation cf the Conference

(8) Election of the President

(B) Adoption of the agenda

() Adoption of the rules of procedure

(4) Election of officers other than the President
(s) Organization of committess

() Credentials of representatives to the Conference

-Qeneral debate (statements by heads of delegations)

Review and appraieal cf the world industrial situation, with specific
reference to the industrializat ion of tne developing countries

(a) Review of progrese in the implementation of the Lima Declaration
and Plan of Action on Induetrial Development and Co~operat ion

(_lg) Review and appraisal of major policiee, probleme and obetacles
affecting the implementation of the Lima Declaration and Plan
of Action, and stepe taken and proposed to reeolve thenm

Strategy for further induetrialization ae an essent ial element of
the development procese in the 1380e and beyond

(a) Adoption of &ppropriate industrialization policiee and strategies
simed at achieving the Lima target

(2) Reoommendations for policies, procedures and frameworks to foeter,
develop and strengthen

(1) Domestic induetrial proceesing of natural resources
(i1) Industrial ekills

(i1i) International Co-operation in the field of tranefer and
development of industrial technologies with a view to
increaeing the technological capabilities of the develop-
ing countries

(iv) Improved mechaniems for industrial co-operation to promote
the flow of integrated technical and financial aseistance
to developing countries, including regional co-operation
and special measures for the least developed, land-locked
and ieland countriee

(g) Industrial co-operation among developing countries, recommendations
of policies, procedures and strategies

— -
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(d) Redeployment of industries from developed to dsveloping
countiries

(e) The system of consultations

(_g‘ ) Creation of appropriate industrial structuree in developing
countries, with a view to accelerating their economic growth
and increasing their share in world industrial production in
order fully to realize their economic potential within their
national interests, in accordance with the Lima Declaration
and Plan of Action and the seventh speoial session of the
General Assembly

(8) Role of foreign inveetment, including that channelled through
transnational corporations, in promoting industrial growth
in accordance with national objectives of economic and
esocial development and regulations and other conditions
applicable to such inveetment

Institutional arrangemente

() Review of the effectiveness of co-ordination and follow-u
on matters oonoerning industrial production, international
industrial co-operation and related issues covered by other
organisatione within the United Nations

() Review of the effectiveness of the institutional arrangements
for UNIDO, with reference to the long-range strategy for UNIDO,
to meet the ohallenge of industrialization in the 19808 and
beyond

Conclusions and recommendations

Moption of the report pf the Conference

Closure of the Conference









