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INTRODUCTION

1. The present international economic situation, characterized by stagnant
growth, recessionary conditions and protectionist tendencies in the developed
countries and a worsening of the terms of trade, balance-of-payments problems
and debt burdens of the deveioplng countries, has seriously affected the
growth prospects of the latter countries. Hesitant signs of recovery are to
be seen, but reliance cannot be placed on their having any "trickle-down"
effects. Current world conditions underscore the need for greater industrial
co-operation among the developing countries (ICDC). 1/

2. The developing countries are at different stages of economic and
industrial development, but together they represent a considerable
concentration of resources, both human and material. ey represent vast
markets for industrial produc*s, and many of them have developed considerable
technological capabilities. Complementarity of resources, commonality of
apprcaches and similarity of conditions among the deveioping countries provide
the basic rationale for enhanced efforts towards ICDC. The development of a
policy and institutional framework for ICDC should encourage optimum use of
the technological and material resources of the developing countries and lead
to th: mutually beneficial development of markets and trade in appropriate
products. ICDC would thus be a measure of first rather than last resort.

3. While South-South co-operation is not a substitute for North-South
~o-zperation, greater South-South co-operation can lead to identifying common
onjectives which favour partnership and co-operation between North and South.
Through a self-sustaining ICDC acticn programme, the technological
capabilities of the developing countries can be enhanced and the countries
themselves enabled to make better use of North-South ~o-operation, thus
reinforcing meaningful global interdependence. ICDC should not suffer from

the <rame asymmetry that characterizes industrial transactions between
developed and developing countries: it should be based, rather, on conditions
of equality and mutual benefit.

4. ICDC is now at a new stage of consolidation and expansion. The
developing countries have already significantly increased their efforts
(through consultations and joint planning) towards economic co-operation among
themselves. For instance, the programmes of action adopted at the United
Nations Conference on Technical Co-operation Anong Developing Countries
(Buenos Aires, 1978), the Fourth Ministerial Meeting of the Group of 77
(Arvusha, 1979) and the Caracas Conference (198l1) have gone a long way towards
providing a framework for international action in the field of economic and
technical co-operation among developing countries. The Second and Third
General Conferences of UNIDO, in the Lima and New Delhi Declaraticns and Plans
of Actior (1975 and 1980 respectively), also stressed economic co-operation
among Cceveloping countries as of fundamental importance to industrial
advancement. Pronouncements at international forums, however, would need to
be expanded to include proposals for a new set of industrialization
principles, poilcies and measures that could provide a framework that would
allow the developing countries to assist each other on an equal footing.
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5. The strengthening of economic co-operation among developing countries
1s also dealt with in detail in a background paper prepared for item 5(i) of
the provisional agenda of the Fourth General Conference (ID/CONF.5/4).
Moreover, the subject was discussed at the High-Level Expert Group Meeting
held preparatory to the Conference (Bangkok, July 1983).

6. The present paper deals with ICDC policy considerations, instruments
and mechanisms - as well as areas which promise effective ICDC. The areas
covered are not exhaustiv:: only those are discussed which ar= wvital to
industrial production, namely, human resources, technology, en2rgy, finance,
marketing and ‘ndustrial consultancy. (Other suggestions for <o-operation
appear in papers prepared for the relevant agenda items.’

I. POLICY ASPECTS

7. Effective co-operation can result orly when there 1is will and
commitment on the part of sovereign States. Assuming that such will exists,
the developing countries need to couzider formulatirgz, individually and
collectively, the ©policies and measures necessary for promotirg and
strengthening industrial co-operation activities among themselves.

8. ICDC policies, to be effective, should be integrated witnin overall
strategies and policies for industrialization at ths national level, and
should be harmonized ac regional, interregional and glopbal levels. This issue
is closely related to the need (a) to reorieat present national economic and
industrial development strategies and (b) to detocmine the role which
individual developing countries would likc to assign to collective action and
ICDC.

9. ICDC policies must be based on principies of equality, solidarity and
mutual assistance and benefit ir new, rewarding and eqjuitable modes of
interdependence in South-South co-operation are to evolve. In this context,
it would be useful to develop ICDC 'guidelines'". Once evolved and put into
practice, such guidelines could also serve as a model for North-South
industrial co-operation.

10. Policies aimed at intensifying ICDC, tc be effective and
result-oriented, will have to be formulated on the basxs of a dynamic
information base. Information concerning industrial prcjects at the planning
stages would be useful in the formulation of these policies: it would allow
ICDC pessibilities to be explored at an early stage of project planning and
desigrn, thus improving the chances for operational-level co-speration among
enterp-ises in developing countries. Similarlv, ICDC objectives could be
furthered throcgh information concerning supply and demand of equipment,
technology, human skills, finance, markets and consultancy services. This
leads to the question whether an Industrial Project Information System could
helg in collecting and disseminating this information, through national focal
points such as those which exist in nany developing countries. The Industrial
and Technological Information Bark (INTIB) of UNIDO could perhaps expand its
scope to include such a service.
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11. Such policies may aiso aim at:

(a) Formulating integrated programmes of industrial development for
the agro-industries, the capital goods industries, the building materials
industry and the petrochemicals industry, tc name but a few;

(b) Setting up networks of national manufacturing associations and
chambers of commerce and industry to help in project identification and to
promote contacts among the entrepreneurs concerned.

12. In the context cf global interdependence, the industrialized countries
could play a considerable role in providing support to ICDC programmes. They
could, for example:

(a) Provide funds, within their development assistance programmes, for
the promotion of co-operation activities which would strengthen the industrial
and technological capabilities of the developing countries;

(b) Facilitate imports of capital goods, engineering services and
technclogy from developing countries for use in their own investment projects;

(c) Support the development of new schemes for export credit finance
and guarantees by the World Bank and regional development banks;

(d) Support the establishment of a South-South bank, in the light of
on-going studies by the Group of 77;

(e) Increase their voluntary contributions to the United Nations
Development Programme and the United Na“ions Industrial Development Fund with
a view to meeting the growing requirements of the developing countries with
respect to ICDC operations and programmes.

IT. INSTRUMENTS AND MECBANISMS

13. To translate policies supporting ICDC 1into practical projects an<
activities, certain instruments and mechanisms are needed at the national,
regional and global levels.

A. Nationzl level

14. At the natioral level, authorities could promcte enterprise-to-
enterprise co-operation in a large number of areas, including technolog;
transfer, joint ventures or the establishment of multinational enterprises.
Both public and private enterprises have an important role to play in ICDC,
and incentives and assistance mechanisms could be employed to promote thzir
participation.
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15. Governments should include ICDC programmes in their national
development plans. National focal points for ICDC could be set up which might
be linked to, and receive support from, international organizations and other
external institutiouns.

16. Agreements for co-operation might be of the general "framework" type,
or relate specifically to certain programmes. 'Twinning arrangements" should
be considered. These would bring together, with a view to long-term
co-operation, industrial enterprises or institutions which support
industrialization (research centres, technical universities, standards
institutes etc).

B. Subregional, regional and interregional levels

17. The following measures could be taken at the subregional, regional aad
interregional levels:

(a) Mechanisms favourable to ICDC shoulc be established as part of
integration schemes (e.g. mechanisms for liberalizing trade in manufactures);

(b} Industrial programming should be undertaken which would lead to
industrial complementarity among participating countries;

(c) Multinational enterprises should be set up;

(d) Physical infrastructure projects (related to hydro-electric
development and the construction of international roads, bridges, railways
etc.) should be undertaken jointly;

(e) Technology development programmes should be undertaken jointly;

(f) Complementarity and co-operation in the fields “f consulting and
engineering services — as well as in the provision of university education -
should be given priority;

(g) Technical co-operation networks should be set wup to lirk
institutions in different countries dealing in "soft" technology areas (e.g.
vocationdl training, engineering education, technological <vesearch and
standards) and "hard" technology areas (e.g. the agro, petrochemical, cement
and capital goods industries);

(h) Mechanisms should be established jointly which would provide
technological know-how services and '"packages' to participating countries in
areas such as iron and steel, electric energy, non-ferrous metals and
plastics. They could effectively complement the work of the technical
co-operation networks mentioned above;

(1) "Clubs for industrial co-cperation" such as the ASEAN (Association
of South East Asian Nations) “'clubs" could be established to provide a
mechunism for promoting co-operation tetween private- and public-sector
organizations in specific branches of industry;
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(j) Tax credit agreements could be concluded which might serve as a
basis for the promotion of multinational enterprises within a frameworx of
broad interregional economic co-operation;

(k) The excuange of experience among economic groupings in different
regions should be promoted. (An important issue in this connection would be
that of making legal arrangements to establish the mechanisms and instruments
- such as multinational enterp ‘ses - needed for effective ICDC);

(1) Sectoral consultation meetings could be held =zt the regional level
to help focus on possibilities for sub-regional and regional co-operation
among developing countries.

C. Global level

18. One of the impediments to ICDC is related to the identification and
formulation of industrial projects. Assistance in preparing 1ndustriat
projects, including the undertaking of feasibility studies and the formulation
of bankable project proposals, would help considerablv in overcoming this
impediment. The Project Development Facility suggested in the New Delhi
Declaration and Plan of Action ‘Third General Conference of UNIDO) could be of
considerable assistance in this field.

19. Since finance 1s a crucial input to industrialization, it would be
useful to consider ways and means of mobilizing the funds needed for
industrial projects. In this context, the Conference may wish to consider
suitable actions for the purpose of accelerating financial flows.

20. Public enterprises have emerged in a number of developing countries, in
the industrial nroduction sectors of the economy as weli as in the industrial
support sectors such as research and development, consultancy and marketing.
In view of the special responsgibilities of these enterprises, both as
productive mechanisms and as inst. uments of govermment policy, it would be
worth considering their potential as effective instruments of ICDC.

21. The pace of change in technological innovations, market profiles,
industrial opportuanities and projects is so fast that a monitoring mechanism
appears to be necessary for the early sensing of impending changes and the
indicating of possible implications for developing countries. The
responsibility for responding to such changes would naturally be with the
sovereign States; however, a common monitoring mechanism could provide the
data and analyses the developing countries need to enable them to design and
formulate their responses appropriately and speedily.

22. Industrial joint ventures among developing countries have been
increasing in number and appear to be promising vehicles for co-operation at
the enterprise level. In this connexion '"guidelines" could be evolved to
facilitate the conclusion of such joint ventures.

23. It should be noted that the preparatory High-Level Expert Group Meeting
on ICDC held at Bangkok in July 1983 approved the above propositions for
consideration by the Fourth General Conference. UNIDO could play a
significant role in providing assistance in the establishment of the global
mechanisms needed.
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I11. PROMISING AREAS FOR ICLC
24. In oxder to give shape anc¢ form to a concrete ICDC programme of action,

it is essential to identify specific functional, sectoral and project areas
which hold promise and potential for ICDC activities. This 1s particularly
relevant where areas critical to the planning and putting into operation of
industrial production uni.s in developing countries are concerned, namely:
humar resources, technology, energy, finance, marketing and industrial
consultancy. Since separate dccumentation on most of these areas is before
the General Conference, the present chapter will confine itself primarily to
reviewing certain ICDC possibilities in each one.

A. Human resource development

25. Adequately and appropriately trained manpower 1s one of the most
important requisites for the operation of industrial production units.
Considerable scope exists for increasing the ICDC activities already taking
place in the area of training such manpower. Industrial training in another
developing c~untry, for example, offers certain advantages as the training
conditions, euvironmental factors and problems to be solved are likely to be
familiar, and the trainring cost will be less than in a developed country.

26. Another promising possibility for ICDC would be to promote the
establishment of regional networks of tra.ning institutions and centres of
excellence in the developing countries. These would provide a wide range of
training aad development programmes designec to suil the changing profile of
industrial and technological needs in the countries concerned. Through these
networks, in-plant training programmes in the industrial plants of developing
countries could also be organized more effectively.

27. The preparatory High-Level Expert Group Meeting on ICDC attached
particular importance to development-oriented education and training meeting
the specific requirements of developing countries and made a number of
recom.-.dations as to how this could be provided through ICDC. It also
stressed the special needs of the least developed countries and recommended
tha* guidelines be developed for assisting those countries with regard to
establishing extension services, choosing appropriate technology,
disseminating information and training industrial manpower (including manpower
for rural industries). The guidelines should be based on the sharing of
experience and the pooling of ideas by the developing countries in 2ach of

. > fields.
B. Technology
28. 1f the developing countries are not to become helpless observers of the

new and emerging technologies, the impact of these technologies on them will
have to be assessed in depth and areas of co-operation identified. As noted
in the International Forum on Technological Advances and Develcpment (Tbilisi,
1983): 'the emergerce of technological advances would, in a sense, lead to a
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new phase of co-operation among developing countries. The problems faced by
them in information collection, forecasting, assessment, selection,
acquisition, adaptation and absorption of new technologies and endogenous
development and application of such technologies, will have much in coimon and
it is therefore necessary to exchange information on policies and experiences
in this field. Co-)Jperative programmes should extend beyond the exchange of
information to collective regotiation and acquisition of technologies, setting
up of common production facilities, technological institutions and
programmes. More importantly, the developing countries may have to consider
together a collective strategy for their response to technological change.”

29. Regional and interregional networks of research and development
institutions should be formed which would facilitate the undertaking of joint
research and development programmes aimed at satisfying specific needs
{especially with respect to the development of relevant technologies) in one
or more developing countries.

C. Energy
30. The developing countries have been encountering serious problems with

respect to the energy inputs needed for industrial production. The high cost
of energy and the limited availability of foreign exchange have compounded the
problems. Energy therefore promises to be an important acea for ICDC,
particularly insofar as it concerns new and renewable sources of energy,
mini-hydro plants, equipment manufacture, design and consultancy services,
operations management and training programmes.

D. Finance

31. There appears to be good potential for establishing programmes of
co-operation among regional development banks and among financial institutions
in develcping countries. Should the South-South bank come into existence, it
could provide assistance to the networks of regional development banks, and in
this way enhance ICDC activities.

E. Marketing

32. The establishment of qgeneral trading organizations for developing
countries could go a long way towards promoting trade in manufactures among
those countries. Regional and interregional networks of such organizations
(whether privately or State-owned} could help in increasing trade flows in
manufactures among developing countries. 2/ One function of a Souch-South
pank should be to facilitate trading activities.
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F. Consultancy services
33. Industrial consultancy plays a crucial role in the industrialization of
the developing countries. The development of indigenous  industrial

consultancy capability could be enhanced through co-operation schemes
involving the sharing of experience, the exchange of persommnel, collaboration
on projects, and the undertaking of joint ventures between consultancy firms
in developing :ountries. It might be worth considering whether regional and
interrezgional networks »f consultancy organizations in developing countries
could facilirate such co-operation.

IVv. ROLE OF UNIDO

34. UNIDU has “e:n playing an impo-tant role in assisting the developing
countries to develop 1industrial co-operation among themselves. The
Organization's ICDC prcgramme features five mutually supportimg activities:

(a) The organization of "solidarity" meetings, ior the benefit of the
least developed countries, and "round table" ministerial meetings;

(b) The promotion and development of joint programmes for specific
industrial sectors;

(c) The follow-up of ICDC recommendations emanating from meetiugs of
the System of Consultations;

(d) The exchange of experience and information on development,
adaptation and transfer of technology;

(e) The provision of support measures to the Caracas Programme of
Action of the Group of 77, 1including substantive assistance 1in the
organization of follow-up meetings.

35. In light of the prevailing global economic situation, UNIDO has a
special responsibility to discharge with respect to ICDC. The preparatory
High-Level Expert Group Meeting on ICDC made a number of recommendations for
strengthening and expanding the Organization's activities in this field.
These are outlined in background paper ID/CONF.5/4. In brief, UNIDO is
requested to expand its current activities with respect to organizing
"solidarity", industrial branch and investment promotion meetings so as to
provide favourable conditions for the negotiation of joint ventures among
developing countries. The Technological Information Exchange System (TIES) of
UNIDO could be enlarged, and model agreements and standard contracts made
available to facilitate such joint ventures. The Organization should develop
training systems and appropriate training materials. Moreover, it should
agsist in establishing co-operat’ve mechanisms for developing technological
capacities. Finally, UNIDO is called upon to continue to give high priority,
in its overall technical co-operation programme, to the promotion of ICDC.
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Notes

1/ Industrial co-operation among developing countries (ICLC) is
defined in this document as comprising economic and technical co-operation
among developing countries in the field of industrial development.

2/ See also background paper on provisional agenda item &4
(ID/CONF.5/14).







