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PREFACE

The Second General Conference of the United Nations Industrial
Development Organization (UNIDO), held at Lima, Peru, in March 1975,
recommended that UNIDO should include among its activities a system of
continuing consultations between developed and developing countries wvith
the object of raising the developing countries' share in world industrial

1/

output through increased international co-operation.=

The General Assembly, at its seventh special session in September 1975,
in its resolution 3362 (S-VII), decided that the System of Consultations
called for by the Lixa Declaration and Plan of Action should be established
2t global, regional, interregional and sectoral levels ,g-, and that UNIDO,
at the request of the countries concerned, should provide a forum fcr the
negotiation of agreements in the field of industry between developed and

developing countries and among developing countries themselves.

The System of Consultations has been estabiished under the guidance
of the Industrial Development Board. The Board, at its thirteenth session
in 1979, decided that the First Consultation on the Capital Goods Industry

should ve held in 1981.-1/

The Board at its fourteenth session in 1980 decided to establish the
System nf Consuliations on a permanent basis with the following main
characteristics, including those described in its past decisions:

(a) The System of Consultations should be an instrument through which
the United Nations Industriel Development Organization (UNIDO) would serve
as a forum for developed and developing countries in their contacts and
consultations directed towrrds the industrialization of developing
countries; b/

1/ neport of the Second General Conference of the United Nations Industrial
Development Organization (ID/CONF.3/31), chapter IV, "The Lima Declaration
and Plan of Action on Industrial Development and Co-operation", para. 66.

2/ official Records of the General Acsembly, Seventh Specisl Session,
Supplement No. 1, para. 3.

3/ Ibid., Thirty-fourth Session, Supplement No.16, para 8L(c).
L/ Tbid., Thirty-fifth Sescion, Supplement No.1€, para 151(e).




(b) Consultations would also permit negotiations smong interested
parties at their requesi, at the same time as or after Consultations; 5/

(¢c) Participants of each member country should include officials
of Govermments as well as representatives of industry, labour, consumer
Zroups and others, as deemed appropriate by each Government; 6/

(d) PFipal reports of the Consultations should inciude such
conciusions and recammendations as agreed upon by consensus by the par-
ticipants as well e&s other significant views expressed during the
discussion. 7/

As part of its preparatory activities on the capital goods industry,
UNIDO convened the Seminar on Strategies and Instruments to tromote the
Develomment of Capital Goods Industries in Developing Countries at
Algiers, Algeria, from T to 11 December 1979. The Seminar recommended
that UNIDO should make the necessary preparations on the following issues
for submission to the First Consultation on the Capital Goods Industry:

Issue 1. Potentialities and possible progress of the capital
goods industry development in developing countries
including the small and medium-sized developing
countries.

Issue 2. Technology in the service of develoment.

Issue 3. The framework of international co-operation including
the long-term contractual arrangements for the setting
up of a capital gowds industry in developing countries. 8/
The Global Preparatory Meeting for the First Consultation on the
Capital Goods Industry, held at Warsaw, Poland, from 2k to 28 November
9/

1980, agreed that those three issues were of basic intercst.=

Folloving the final preparatory activities of UNIDO, it wes decided
to convene the First Consultation on the Capital Goods Industry at
Brussels, Beigium, from 21 to 25 September 1981.

2/ Ibid., para. 151(v).

46/ 1Ivid., para. 152.

7/ 1bid., Thirty-second Session, Supplement No. 16, pera. 163.
8/ See report of the Seminar {ID/WG.31k4/8).

9/ See report of the Meeting (ID/WG.32i/1k/Rev.1).
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INTRODUCTION

The First Consultation on the Capital Goods Industry was held at
Brussels, Belgium, from 21 to 25 Septs=mber 1981. The Consultation was
attended by 168 participants (see annex I) representing Govermments,
industry and labour from 57 countries, 6 United Nations organizations

and 6 other international organizations.

AGREED CORCLUSICNS AND RECOMMENDATIONS

Issues 1 and 2

1. The Pirst Consultation on the Capital Goods Industry agreed on the
necessity to increase the production of capital goods in developing
countries, which vill corrsct a fundamental disequilibrium between

developed and developing countries.

2. Considering the scope, complexity and extreme variety of the problems
and situations encountered in changing economic, social and cultural con-
texts, it is necessary to iritiate a permanent dialogue between countries
in order to incresse, on the one %and, the avareness of the developed
countries of the use < 1~ .,-operate wvith the developing countries and, on
the other hand, thc respe '3ibility of the developing countries in their
decisions on establishinz or developing the capital goods sectcr, vhich

plays a major role in industrialization.

3. The First Consultation considers that the multiplication of direct
exchanges between econmmic operators - the gtate, enterprises and vorkers

wvill make industrial co-operation more effective.

L, In order to increase the production of capital goods in the develop-
ing countries and to promote industrial co-operation, the First
Consultation recommends that UNIDO should:

(a) Give priority to assisting those developing countries with no
or only embryonic capital goods industries, which are in the majority,
through technical assistance within the framevork of the United Nations
systenm;

(b) Assist developing countries to plan the long-term development
of the industrial sector, and more particularly, of the capital goods
sector, especially by utilizing, together with classical programming
instrzentr, the method of analysis of technological complexity and
other appropriate methods. A specific study should be made of the
difficulties snccuntered by developing countries with a limited domestic
market and of the ways and means of overcoming them;
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(c) Make information available to developing countries on the
technological alternatives, their availability, results, costs and
commercial conditions for their acquisition. UNIDO should take into
account work already done in other organizations of the United Nations
system;

(d) Establish, in co-operatior with the International labour
Organisation, training profiles for the various leveis of technological
camplexity, and examine possible changes to be made to existing training
programmes. It should also study hov tane financing of training could
benefit from the same conditions applied to the financing of social
infrastructure. This work should be linked with that undertaken for the
forthcoming Consultation on the Traini- g of ‘ndustrial Manpowver;

(e) Assist in the strengthening of co-operation between developing
countries through the organization of an exchange of information between
these countries in capital goods, technologies and engineering services.
UNIDO should bring to the attention of the competent financial institu-
tions tke need to design appropriate financial mechanisms to support the
co-operation between developing countries,

In carrying out the above-mentioned recommendatica, UNIDO should take into

scccunt the work done by other United Nations o=ganizations.

5. In viev of the importance of the capital goods sector for the indus-
trialization of the developing countries, it is recommended that UNIDO
undertake the activities listed below:

(a) Improve long-term forecasts of the demand for and supply of
capital goods, and evaluate, within the framework of these forecasts, the
growth potential of developing countries that have no capital goods
industry;

(b) Study the conditions that are required to reach levels 1, 2 and
3 of technological complexity (ID/WG.342/3), which are pertinent to the
great majority of the develoring countries;

(c) Assist in prevaring a comprehensive list of suppliers of tech-
nology for these levels of technological complexity and the potential
partners, in particular, from among the small and medium-sized enter-
vrises of developed and developing countries;

(d) Evaluate long-term technological trends in the capital goods
industry and their socio-economic consequences.
6. In view of the fact that the Consultation did not find it possible
to agree on the best means of folloving up its recommendations, the
Consultation requests the Inuustrial Development Board to decide on this
matter, including the suggestion for setting up a working group, or other
means, to follow-up on the recommendations of the Cousultation; in this
regard, the secretariat of UNIDO is requested to orepare a doc'ment on
the terms of reference, composition, frequency of meetings, and cost of

this working group for submission to the Board.




Issue 3

T. There is substantial mutual int‘erest between, on the one hand,
enterprises haviig technology and their Governments and, on the other
hand, the developing countries wishing to establish capital goods
industries, Therefore it is recommended that UNIDO should carry out a
study to illustrate this mutual interest and, in particular, the overall
consequences with regard to the effect on employment in the capital goods
industry.

8. In view of the importance of an effective transfer cf technology

and the need for transparency with regard to the elements of this transfer,
it is recommended that UNIDO, utilizing existing documentetion and in
particular the work being undertaken by UNCTAD, should:

(a) Evaluste the extent of patent restrictions and know-how cost
in cne transfer of technology for the production of capital goods corres-
ponding to various levels of technological complexity;

(b) Analyse whether there are other constraints to the effective
transfer of technology that may exist in the developed and the developing
countries;

(¢) Collect and study information on performance guarantee systems
involving insurance schemes, public authorities of the countries of the
suppliers or the suppliers themselves, or any combination of these, paying
particular attention to questions of performance of equipment and the
failure to discharge contractual obligations or default by the parties
concerned.

On this basis, UNIDO should drav attention to such restrictions and propose

measures for improving the flow of technology in the developing countries.

9. Taking into account the specific needs of countries without a capital
goods industry, it is recommended that:

(a) Taking intc account the vork on the general problem of transfer
of technology, UNIDO should prepare a checklist of specific elements
suggested for inclusion in arrangements for the transfer of technology
for capital goods corresponding to levels 1 and 2 of technological com-
plexity;

(b) Consideration should be given to the convening of a consultation
in Africa that would deal with ways and means of e¢nabling the developing
countries and the least developed countries without a capital goods
industry to enter that sector wvhere appropriate; to the possible partners
for the transfer of technologies, particularly small and medium-sized
enterprises; and to the production of capital goods corresponding to levels
1 and 2 of technological complexity.




I. ORGANIZATIOR CF THE CONSULTATION

Opening of the Consultztion

10. The First Consultation on the Capital Goods Industry was cpened by

Monsieur Daniel Coens, Minister for Co-operation in Development of Belgium.

11. A message from the Executive Director of UNIDO was read to the

Consultation.

Election of officers

12. Fernand Herman (Belgium), Chef de d€lé&gation, ancien Ministre des

Affaires Econmmiques, Député au Parlement Européen vas elected Chairman.

13. The following were elected Vice-Chairnen:

Rezki Hocine (Algeria), Directeur Général, Société Nationale ie
Sidérurgie (SKNS)

Josef Prochazka (Czechoslovakia), Director General, Federal
Ministry for Engineering and Melallurgy

S. Kannan (Indis), Deputy Secretary, Ministry of Industry

Annisa Abu Bakr (Trinidad and Totago), Acting Director,
Economic Studies and Plenning, Industriel Development
Corporatioa

Adoption of the agenda

14. The following agenda was adopted:

1. Opening of the Consuliation
Election of the Chairman and Vice-Chairmen
. MAdoption of the agenda

Discussion of the issues

LS TR ol VS B \V ]

. Other issues proposed for consideration by the next Consultation

[o 0}

Adoption of the report of the Meeting

Establisiment of wvorking groups

15. The Consultaticn established two working groups to discuss the follow-
ing issues and to propose conclusions and recommerndations for consideration
at the plenary session:

1. (a) Potentialities and possible progress of the capital goods
industyy development in the developing countries.

(b) Technology in the service of development.




2. PForms and conditions of international co-operation including
long-term arrangements between developed and developing
countries and among developing countries for capital goods
production.

16. Volker Thiirnau (Federal Republic of Germany) was elected Chairman of

Working Group I. and Rezki Hocine (Algeria) Chairman of Working Group II.

Adoption of the report

17. The report, including the reports of the Working Groups, was adopted
by consensus on Friday, 25 September 1981, at the closing session of the
Congultation.

Documentation

18. Documents issued for the First Consultation are listed in annex II.

II. REPORT OF THE PLENARY

Introduction by the UNIDO secretariat

19. In introducing issues 1 and 2, the UNIDO secretariat stressed the
importance of the capital goods industry, which represents approximately
one third J,f world manufacturing value added, and its role in capital
accumulation. The establishment of such an industrr would favour consid-
erably the process of industrialization; it was the most effective way to

fully master and adapt technology.

20. It was observed, first, that the currert level ~f production was low
in developing countries; second, that it was concentrated in only a few
developing countries, and third, that the establishment of that industry
was not impossible, tut there were obstacles, which was the reason that

more than 60 developing countries produced no capital goods.

21. 1In order to overcome those obstacles, many conditions were necessary,
amcng which stress should be given to long-term strategy, planning and
goverment involvement. Begides assisting developing countries in indus-
trial programmes and projects, UNIDO had developed a nevw method of analy-
sing technological complexity in order to improve the planning of the

capital goods sector.




22. It was underlined that international co-operation was crucial when
establishinug the capital goods industry in developing countries particu-
larly in some 60 countries without that industry as the initial steps of
buildirs the basic technical infrastructure were the most difficult.
Considering the involvement of the small and medium-sized enterprises in
the capital goods industry, it was stressed that the Govermments of
developed countries had & role to play in providing their small and
medium-sized enterprises with financial and institutional support when
co-operating with developing countries. In that way additional sources

for the transfer of technology would be meade available,

23. The dzvelopment of th:» capital goods industry in developing countries
was beneficial to both developing and developed countries. Long-term

rather than ad hoc arrangem~nts would increase those mutual benefits.

2k, In introducing issue 3, the UNIDO secretariat stressed that com-
petition in the capital goods industry was negligible between developed
and developing countries, and was likely to remain so for some time. It
added that the setting up of a capital goods industry ia developing
countries would provide markets for components imported from developed
countries an( secure preferential access to those murkets for related

capital gocds products.

25. Regarding international co-operation, it was stated that there were
two items to discuss. The first vas training and management, which required
that :

(&) Developing countries be ready to pay more attention to those
factors and to pay their proper value;

(b) Suppliers of manufacturing units be ready to provide and guaran-
tee proper training, and to hold the training, whenever possible, at the
site of the project;

(¢) Governments of developed countries be willing to extend export
credit to the training component .

Secondly, with regard to the industrial environment within which the manufac-
turing unit was to be established:

(a) Developing countries should te ready to collect, and transm’*
to the suppliers of manufacturing units, detailed iaformation or the
industrial enviromment;

(b) Suppliers of manufacturing units should be ready to accept the
responsibility of verifying, if possible, and completing, if necessary,
the information provided by the purchaser in order to ensure the maximum
local content in the production process.

26. In view of the lasting benefits gained by .he capital goods manu-

facturers in exporting their products and related production units, thus
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creating new jobo opportunities, it should be remembered that the setting
up of a capital goods inlustry in developing countries could not be
opposed by arguments in favour of protectionism or arguments that unem-
ployment would increase. Hovever, those elements should be taken into
account in order to understand the attitude of Goverrments that were asked

to facilitate the transfer of technology.

Summary of discussion

27. The participants commended the First Global Study on the Capital
Goods Inc¢ustry (ID/WG.342/3) as a useful framework for discussing the
issues presented to the Consultation. Some participants felt, however,
that the role of private enterprise might have been emphasized. Some
participants expressed appreciation for the technical assistance provided

to them by UNIDO in the capital goods industry.

28. Given the nature of the capital goods industry, it was stated that
long-term co-operation would be beneficial to parties fram both developed
and developing countries, particularly in the supvly of industrial
training. Some participants suggested that industrial training should be
given similar conditions to investment in infrastructure by financial
institutions. It was also considered that regionzl co-operation in
training might increase the availability of the labour required for the
production of capitz) goods. One participant stzted that treansnational
corporations were not always willing to provide the training required by
the developing countries, and that it mignt be better to obtain training

through intergovermmental arrangements.

29, On the role to be played by Governments, some participants pointed
out that their private sectors operated independently  however, their
Covernments could influence or encourage the activities of private

enterprises.

30. Some participants stated that intergovernmental framevork agreements

concluded by them with many market econcmy developed countries as well as

vith centrally planned economies had clearly demonstrated that substantial
advantages were to be obtained, particularly with regard to training,

financial resources, and technological know-how.

31. Other participants described their exnerience with developing countries
and hov intergovermmental agreemznts, linked with the industrial develop-
ment plans of the developing countries, had contributed to their

irdustrialization.
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32. One participant pointed out that problems often arose with regard
to the laws that govern the implementation of agreements, i.e, whetiher
they fell w’thin the national juriediction of developing countries or
vhether international law applied. He suggested that UNIDO might advise

on the iav applicable to co-operation agreements.

33. On the subject of technology, some participants stated that tech-
nology was not readily available, as was often assumed. In many cases
there was & need for transparency vith regard to the cost of technology
obtained through licensing arrangemernts. It was suggested that UNIDO
should examine that matter as well as the forms of payment for technology
such as lump-sum and royalties. Where adapted technologies wvere already
available in one of the developing countries, UNIDO might errange such

technologies to be provided in cther developing countries.

3k, Two participants stated that it would be useful for UNIDO to carry
out case studies of the successes and failures of developing countries in
their attempts to establish a capital goods industry. One participant
suggested that further work on the capital goods industry should focus on

fever products or on selected groups of products.

35. The representative of the International Labour Organisation stated
that it was necessary to strengthen existing regional training institu-
tions such as those established under the auspices of that Organisaticn,
and that goverrments, employers and trade unions should be involved in

development .

36. The represeniatives of UNCTAD referred to that organization's acti-
vities on trade policy and atructural adjustment and pointed out that it
vas desirable to reach an understanding with UNIDO of what tl.e capital
goods sector comprised so as to facilitate the future work of both
organizations. They ontlined the work of UNCTAD in the transfer and
development of technulogy in the capital goods and industrial machinery
gsector end stated that in July 1982, UNCTAD would convene, in co-operation
with UNIDO and the other United Nations organizations concerned, a

govermmental experi meeting on the. questicn.

37. The participants recognized that the capital goods sector was vast,
that the transfer of technoclogy was complex, and that the development of
capital goods in the developing countries required regional and inter-

national co-operation on a large scale.
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38. In the closing session of the First Consultation vhen the report of
Working Group I was being considered, participants differed as to the
desirability of setting up a working group to follow up the recommendations

of the Consultation.

39. Some participants wvere of the view that such a working group, composed
of five or ten experts and with due regard being given to equitable geo-
graphical distribution, should guide and or’ :nt the activities of UNIDO

on the implementation of the recommendations and pro-ide UNIDO vith informa-
tion; they considered that such a working group would enable UNIDO to
clearly identify different viewpoints regarding the establishment of a
capital goods industry in the developing countries and on that basis
reconcile those viewpoints. The financial implications of the establish-
ment of the working group, vhich would meet two or three times a year,

vere considered not to be excessive.

LO. Other participants felt that it was not necessary to create a
working group for the above-mentioned purposes. It was also felt that the
Industrial Developmen: Board already ¢ rried out that function by con-
sidering the System of Consultations once a year, and that, in any case,
the UNIDO secretariat could call on individual experts whenever necessary.
They also considered that, given the wide range of products in the capital
goods sector, a wide variety of expertise would be required that a small
vorking group could not make available. Finally it was felt that the

cost would be excessive in the light of the current budgetary constraints.

41. The participunts therefore agreed that that matter should be referred
to the Ipdustrial Development Board fer a decision on the basis of
additional information to be provided by the secretariat on i1tz terms of

reference, composition, frequency of meetings and costs.

42. When the convening of the next Consultation on the Capital Goods
Industry wvas being considered, scme participants suggested that vhile it
should be devoted to the ways and msans of enabling the developing countries
without a capital goods industry to enter that sector as agveed by the
Consultation, it should also be devoted to the examination of the

implementation of the recommendations of the First Consultation.
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ITI. REPCRT 2% WQR¥ING GRCIP T
ON POTENTIALITIES ANY POSSIRLE PROTRESS OF THF CAPITAL GOODS
INDUSTRY DEVELOPMENT 1IN THE TIVILOPING COUNTRIES, AND

ON TECHNCLOCY IN TFE SERVICE OF DEVELNPMENT

L3, The participants stated that developing countries needed to possess

a capital goods industry, and that the establishment of such an industry
would also be beneficial to developed countries. That mutual interest
should lead to action for vromoting the setting up of a capital goods
industry in developing countries, priority being given to those countries
without ar production. The necessity was stressed by some participants

for .irect contects between the various economic operators - state,
enterprises, workers - to make them more conscious of their mutual

interest and to foster efficient industrial co-operation. The importance
ot the choices made by the developing countiies for their industrialization,

particularly in the capital goods industry, was underlined.

Ly, It was stated that important factors to successfully establish that
industry were a comprehensive long-term strategy tased on socio-economic
obJectives and long-term planning. It was alsc stated that the Governments
of developing countries should play a leading role not only in elaborating
strategies and policies for the capital goods industry, but also in acting

in specific areas such as manpcwer training and acquisition of technology.

45.  With regard to industrial co-operation, some participants stressed

the role of state-owned enterprises in that industry and their importance

in the development process. Other participants emphasized the limited
possibilities for their Governments to interfere with the private sector.
They also stated that a favourable investment climate in develoving countries

would be & requisite to attract investors.

L6, In respect to strategies and policies for the establishment and
development of the capital goods industry, some participants expressed the
necessity to define priorities and promote core sectors. Reservations were
expressed on strategies based only on assembly activities. It was stated
that the analysis of comparative advantages should not be the only criteria
for eatablishing and expanding a capital goods industry. The importance

of social aspects, such as industrial apprenticeship and its benefits,

should also be “aken into account.
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L7. One vwarticipant reported on the successful testing of the method of
analysis of technological complexity as a tool for planning and elatorating
strategy for increasing local vrocduction capacities. It was suggested

that UNIDO should improve that method by analysing the conditions for

going from one level of complexity to another.

LB. Many participants stressed the need for eagineering services for the
development of the capital goods industry. It was stated that software
activities, such as design capabilities, management of production, standardiza-

tion and quality control, were essential for such an industry.

L9, The representative of the World Rank reported on the activities of
his organization in the capital goods industry in develcning countries,

particularly the "package" prograrmes. He underlined the nccessity for

developing countries to ensure the long-*zrm competitiveness of their

capital goods industry.

50. The representative of UNCTAD reported on the activities of that
organizaticn concerning tariff and non-tariff barriers and analysis of
trade policies. He indicated that an analysis of tarriers to markets was

being done.

51. With regard to training and technology, those elements were recognized
as crucial to developing the capital goods industry. It was stated that
training should be an important component of industrial arrangements. The
creation or strengthening of training institutions in develoring countries,
at the national or sub-regional levels, to provide the appropriate -=uginecer-
ing skills was felt to be important. It was felt that all mean: surinT
the training of labour should be increased. The representative ot Ii7
recalled the Memorandum of Understanding between ILO and UNID) regardire

their co-operation in the field of training.

s2. One participant suggested that training should be considered as
improving social infrastructure and, as such, should be eligible for
financing by those institutions providing loans under the same conditions

as other social and economic infrastructures.

53. Some participants s-iressed the importance of in-plant training in
developing countries and alsc suggested that UNIDO should prenare standard
training programmes for newcomers in tha* industry who would be producing

products according to levels 1, 2 and 3 of technological complexity.
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Sk, With regard to technology, & participant stated that technology was
not readily available to developing countries because of a lack of a system

o&‘

information on the sources and cost of acaquisition of technologs. Some
particivants revorted on their negative experience when negotiating
acquisition of technology. A participant steted that technelogy wis to

a great extent availatle provided that the labour was adequately trained.
Some rarticipants outlined the importance of setting up research and

development to master and adapt technology.

55. Some otstacles to the establishment of the capital goods industry
were ncted. First, the smallness c¢f domestic markets in a gr2at number
of developing countries: second, lack of industrial infrastructure:
third, the rapid obsolescence of equipment: and fourth, the difficulty
Tor developing countries to keep pace with technological develooments, to
adapt technologies to their specific requirements, and to adapt their

training programmes.

56. A participant stated that technologies adapted to the needs of
developing countries were available in the more advanced developing
countries. He proposed an intensification of co-operation, in varticular

information sharing, between the developing countries.

57. Many participants outlined the importance of strengthening relations
between developing countries, and the benefits that could be derived from
such interaction, particularly among those at different levels of develop-

ment of the capital goods industry.

58. The representative of *he Economic Commission for Western Asia
reported on its regional programme relating to the activities of the
Commission on the identification and promotion of capital goods projects.
Fe emphasized the regional approach for industrial develoovment and the
need for continuing co-operation with UNIDO and *the regional organizations
in that field as well as in the field of technology transfer. Some

participants indicated similar efforts in other regions of the world.

59. The lack of financing, including local credit facilities, was stated
by many particinants to be an additional and serious difficulty for
enterprises in developing countries when they were promoting sales in
thelir domestic markets. Those enterprises could not compete in their own
markets with exporting enterprises of developed countries that benefilted

from larger credit facilities.
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60. A participant stated that the correct use of imported equipment and
the assimilation of its technology were the first steps towards establishing
a capital goods industry. Many participants observed that the setting up

of repeir and maintenance units for capital goods, thus creating a nucleus

of skilled® labour, was of great importance in developing countries.

61. Some participants stated that disarmement and détente policy could

help to mobilize additional rescurces and to accelcrate the industrialization
of the developing countries.

62. Many participants stated that the successful work of the First
Consultation was to a great extent made vossible by the excellent quality

of the background documents prepared by UNIDO.

63. Some participants appreciated the work done so far by UNIDO in

technical assistance.
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IV. REPORT OF WORKING GROUP II
ON FORMS AND CONDITIONS OF INTERNATIONAL CO-OPERATION
INCLUDING LONG-TERM ARRANGEMENTS BETWEFN DEVELOPED
AND DEVELOPING COUNTRIES AND AMONG DEVELOPING
COUNTR1ES FOR CAPITAL GOODS PRODJCTION

6L The Working Grour initiated its deliberations on the basis of the
introduction made by the secretari-~t in tle plenary and of the documernts
(ID/WG.342/4 and 6) before it. The discussions cenired, inter alis,

on the following: mutuality of interests, long-term errangements, the
-ole of Governments, guidelines 7or contractusl relations, guarantees,

~und training.

65. The Working Group noted that there were several areas in whict a
mutual interest was manifest. Competition with develoved countries due
to production of capital goods in the developing countries was negligible,
and was likely to remain so for some time. Several participants znointed

out thst the concern of developed countries to maintain employment levels

should not give rise to restrictive policies on the part of their

Govarnment.

66. In view of the mutuzlity of interests involved and the need for
long-term perspectives in the establishment of capital gocds industries,
some participants felt that long-term arrangemerts btetween countries would
be desirable. Those arrangements would be of particular henefit to those
developing countries including the least develoved countries, that were
still to initiate production of capital goods. However, there were several

opinions as to the form and content of such long-term arrangements.

€7. Some participants reiterated their statements me’~ in the plenary

that their private sectors operated independently and that their “overnments
could only influence or encourage the activities of private enterprises.
Other participants described how intergovernmental agreements already
provided a good framework for the acquisition of techrnology, training,
financial resources, etc. by the developing countries. In addition, some
participants pointed out that the ZGovernments of some developed countries
had taken measures in regard to investment insurance, export credits ete.,

and that there were other instances of government intervention.
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68. On the subject of contractual relstions, several participants
regretted the lack of transparency and the excessive cost of vatents

and know-how. Some participants expressed the need for guidelines of

model contracts to be made availgble by UNIDO. In their wview, those

would be particularly useful to developing countries in their negotiations
with the suppliers of capital goods and of the related know-how. Other
participants felt, however, that such models would not be useful since
commerr~ial transactions should be deait with on a case-by-case basis.
Furthermore, they considered that UNIDO should not duplicate the work
already undertaken on that subject. Some participants suggested that

UNIDO shculd study the obstacles encountered by develoving countries in

the transfer of technology prior to initiating any work on the prevaration
of guidelines for the transfer of technology in the capital goods industry.
There was broad agreement among many participants that UNIDO might advise
developing countries at their request during the negotiation phase of a
project. It should not, however, participate directly in such negotiations.
It was suggested by other participan:s that other United Nations organizations.
sucn as UNCTC and WIPO, had already some mandste in that field. UNIDO was
asked to utilize to the maximum possible extent existing documentation and

work performed elsewhere.

69. The Working Group discussed extensively the problems related to
gusrantees. It was pointed out by some varticipants that guarantees would
involve extra costs and could not in any case cover circumstances heyond
the ¢ “rol of the technology suppliers: arbitration could be resorted to
in the event of default. A clear definition of the term "guarantee" and
its coverage and mechanics was called for. Come participants felt that the
involvement of Governments of developed countries in a guarantee system

was necessary, while others stated that their Governments could not become
involved in such & system. Gome participants pninted out that a supplier
from a developed country could expect a guarantee from the buyer frcm the
developing country of his due performance of the contract. Cne participant
referr=d to a study of a system of guarantees invelving the Government of
the exporting entervrise that ensured the execution of a contract bty
replacing the enterprise concerned by another one. That study was baced

on 75 cases of constructinon workj; 1t would, however, be necessary to
drtermine whether such a puaranteo svstem woild be feasible in the case

of the capital goods sector. Tt was pointed out to the Working Sroup, in

connection with the aquestion of puarantones, that an international code of
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conduct on the transfer cf technolosy was teing negotiated at a United

Nations conference convened for that purvose wunder the ausvices of 'NTTAD.

70. Participants felt that training was a kev factor in enabling
developing countries to absorb, master, innovate and develor technelogy.
They stressed the need for aaequate manpower vianning and the develovment
Of indigenous design, consultancy and other techuclogical services, the
importance of training in overation, repair and maintenance, and assistance
by UNIDC to member countries in those fields. Particirants “elt that
contractual arrangements should, where aprrovriate, ray svecific attention
to the training aspects to ensure the assimilaticn of technologsy. Come
participants cornsidered that Governments had a special role to play in
facilitating the rrovision of training to the develoring countries.
Several participants noted that training should be carried out to the
maximum possible extent in the develoring countries themselves. CSince

the subject was being covered by Working Group I, the Vorking TGroun asked
the UNIDO secretariat to make a cormon recommendaticn on the subject to

the rlenary.
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in helping the developing countries, particilarly the least developed
ones, without a capital zcods industry in initiating apnrooriate nrogrammes
o' capitel goods manufacture. They called for greater attention to that

aspect in future consultations.

T2. Some varticiparnts emphasized the need for involvement of lahour in
the restructuring of capital goods industries in developed countries and
in the initiation of capital goods production in developing countries.
In that connection, reference was made to the provozed International
Reconversion Fund, in respect of which it was sugpested that TINTDO could

have a co-ordinating role.

73. Come participants pointed out that they had had ooscitive cxreriences
in develcping capital goods industry in their countries tased on multilateral
co-operation hetween centrally planned economies, and relt that that might
be one of the ways of creating and develoning a canital goods inductry in

the developing countriers.
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