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Introduction

1. The Industrial Development Board at its seventeenth session requested the Executive Director,
in paragraph 3 of Coaclusion 1983/2, to provide suitable material on the implementatior. of the
International Development Strategy, through the next session of the Industrial Development Boatrd
or 1its Permanent Committee, to a committee c¢f universal membership of the General Assembly,
namely, the Committee on the Review and Appraisal of the Implementation of the International

Development Strategy for the Third United Nations Development Decade.

2. In accordance with General Ascembly resolution 37/202 of 20 December 1982, the Committee would
report to the Genertl Assembly at its thirty-ninth session through the Economic and Social Council
at its second regular session in 1984, The six-week deadline for the submission of documents for
the latter session is in mid-May 1984, Consequently, the Executive Director proposed in a ncte
verbale to the members nf the Board, dated 15 August 1983, that the relevant material to be
submitted in compliance with Board Conclusion 1983/2 could be considered by the Permanent
Committee a2t its twentieth session in November/December 1983, rather than by the Board at its
eighteenth session in May 1984. This procedure, the Executive Director suggested, would ensure
discussion of the relevant material by the Permanent Committee, and its transmission through tne
Permanent Committee to the Secretary-General before the end of 1983 for timely submission to the
Committee on the Review and Appraisal for the Implementation of the International Development
Strategy for the Third United Naticns Development Decade. It would also ensure that the Committee
on the Review and Appraisal took :he contribution by UNIDO into account in its report to the

General Assembly through the Econom .c and Social Council.

3. The present note and its anuex, which contains UNIDO's review and appraisal of the Strategy
relevant to inductry, have in the meantime been submitted to the Task Force on Long-term
Development Objectives of the Administrative Committee on Co-ordination (ACC) for its meeting from
10 to 12 October 1983. It is presumed that the ACC Task Force and the Consultative Committee on
Substantive Questions (Programme Matters) (CCSQ) (PRG), at ths: cime, will hold a joint session on
the topic of review and appraisal. Any comments and decisions on the UNIDO contribution

forthcoming from that meeting will be communicated to the Permanent Committe at 1its current

session in due course.

Action required of the Permaneat Committee

4. The Committee may wish to transmit, together with its comments, the present note and its annex
to the Coopmittee on the Review and Appraisal of the Implementation of the International
Development Strategy for the Third United Nations Development Decade. The Permanent Committee may
also wish to give guidelines to the UNIDO Secretari.® with regard to this topic which may be used
in further contributions by the Secretariat to the process of review and appraisal within the

United Nations system.
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The annex to the present note summurizes the role of industrialization in
the International Development Strategy and discusses its implementation, both as
regards UNIDO activity, and national and international policies for industrializa-
tion of the developing countries since the Strategy was adopted. Section I of the
paper reviews the policy measures in the Strategy for the achievement of the adopted
goals and objectives, incuding the policy measures in sreas other than industriali-
zation which are of key relevance. Section Il then analyses the manner in which
UNIDO's plans and programmes have been drawn up with a view to the implementation of
the messures called for in the Stretegy. Section III1 summarizes progress in the
industrialization of the developing countries since the Strategy was adopted. Given
the lack of availabilitv of other than quite aggregste data, and given the fact that
that even this is, in yeneral not availsble beyond 1982, the discussion is essen-
tially confined to progrees ouver two years, i.e. 1981 and 1982. The sources drawn
upor. for the preparstion of this section include the most recent report on "Moniter-
ing progress made in accelerating industrializatior in the developing countries
(1981-1982)" (ID/B/295/Add.2 and Corr.l and 2), the "Statistical review of the
world indusirial situation, 1982" (UNIDO/JS.368) and the forthcoming issue of the
Industrial Development Survey. Section iV discusses the impact of the current world
economic rituation on the industrialization of tue developing countries, and
section V then reviews the prospects for the remainder of the Decade.
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Tntroduction

1. In 1980, the General Assembly proclaimed the 1980s as the Third United Nations Development
Decade, and adopted the International Development Strategy for that Decade.l/ The Strategyz/
contains goals and objectives for the accelerated economic development of the developing countries
and is "...au integral part of the efforts of the international community to establish a new

3/

international economic order".= It contains also a set of policy measures, to be implemented
during the Decade at national, regional and internmational levels, by means of whica the goals and
objectives are to be achieved. Finally it describes the process of review and appraisal of che
imrlementation of the Strategy, the aim of which is "...to ensure the effective implementation of
the International Development Strategy ... and to strengthen it as an instrument of policy. The
process will be undertaken within the United Nations system at the global, sectorzal and regional

levels, and at the national level by the respective Governments...".ﬁ/

2. The Strategy states that at the sectoral level "...the relevant specialized sgencies, organs
and organizations of the United Nations will contribute from the experience of their respective

5/

sectors to the process of review and appraisal at both the global and regional levels'.= It
states also that the review and appraisal process "...will consist of systematic scrutinmy, within
the context of an over—all review of the international economic situation, of the progress made
towards achieving the goals and objectives of the Strategy and the identification and appraisal of

d".ﬁl It is also noted in the

the factors which account for shortfalls that inay be encountere
Strategy that the review and appraisal process should "...ensure that the operational activities
of the United Nations system contribute effectively to the implementation of the International

Development Strategy".ll

3. Subsequently, the General Assembly has initiated the process of review and appraisal. In
resolution 37/202, of 20 Dacember 1982, the General Assembly has reaffirmed the decision in the
Strategy itseif to carry out at the global level the first over-all review and appraisal and has
decided to establisi a committee of universal membership for this purpose. This body, the
Committee on the Review and Appraisal of the I[(mplemenration of the International Development
Strategy for the Third United Nations Development Decade, will report to the General Assembly at
the thirty-ninth session through the Economic and Social Council at its second regular session of
1984. Resolution 37/202, inter alia, stresses that the process of review and appraisal at the
global level shall take into account the results achieved at the sectoral, regional and national
levels, and also calls upon '"..,the relevant organs, organizations and bodies of the United
Nations sysiem to report on the results achieved in their respective sectors in applying the
International Development Strategy zs the policy framework in the formulation and implementation
of their programmes of work and medium-term plans to the Committee ..."gl (i.e. the Commitctee on

the Review and Appraisal referred to above).

4. The eighteenth session of the Industrial Development Bcard will not be held until May 1984,
too late for a submisiion from it to be made use of by the Committee on the Review and Appraisal,
and thus the present annex is intended to provide a basis upon which the Permanent Committee of
the Industria. Development Board may contribute, in the task of review and appraissl, to the
Commitree established for this purpose. The present paper has also been submitted by the

Secretsriat to the Task Force on Long-Term Development Objectives of the Administrative Committee
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on Co-ordination (ACC), which meets in October 1982, as part of iLhe review and appraisal exercise
within the United Nations system. It may therefore be incorporated in the Secretary-General's

report on this topic to be presented to tiie Committee on the Review and Appraisal.

I. Industrialization in the International Development Strategy

S. As part of the goals and objectives of the Strategy, industry receives specific mention in the
establishwent of a target for manufacturing output growth of the developing countries at an
average annual rate of 9 per cent over the Decade. This is regarded as leading to a significant
contribution towards raising the share of developing countries in world manufacturing production,
and thus laying tte basis for achievingz the Lima target. Industriaiization is to be aimed at
meeting in an integrated way the overall requirements of the development of the national economies
of developing countries, geared towards not only satisfying growing domestic demand and employment
requirements but also directed towards increasing exports of wmanufactures by developing
countries. The principle behind this is clearly given in the goals and objectives, bty setting out
as a target for the world community a "...system of trade based on a dyramic pattern of
comparative advantage reflecting a more effective international division of labour. Far-reaching
changes should, therefore, be brought about in the structure of world production, in the spirit of
mutual benefit, so as to increase and diversify the production of the developing countries and

9/

create new sources of employment there'.=

6. The policy measures for the achievement of these objectives are set out in the Strategy and
cover action at the national, regional, and international level, ss well as the activities of
UNIDO. The policies and programmes for strengthening and expansion of the developing countries

industrial capacities are to include "

...a8 a crucial element, the redeployment of industrial
capacities. This redeployment will primarily consist of the creation of new industrial capacities
in developing countries, as well as the redeployment of Industrial capacities from industrialized

.".lg/ 1t is

to developing countries on the principle of dynamic comparative advantage ..
recognized that this involves the transfer of many resources to developing countries and
Governments, in particular those of the developed countries, are called upon to encourage and

intensify the process by "

...actively pursuing polici€w with a view to encoursging the continued
resllocation of resources and encouraging domestic factors of production to wmove from
internationally less competitive to more viable lines of production or into other sectors 2f the

w 10/
economy".—

7. The Strategy calls for incressed access to develsped <suntry markets for developing countries’
manufactures, and emphasizes the need for independent and autonomous industrial development, which
is to be balanced with respect to size and scale and to include also agro-industry and the
processing of natural resources. A specific UNIDO activity mentioned is the System of
Consultations, which is to be strengthened, d2veloped and made more effective. Measures for the
financing of industrial development include: & substantial increase in the transfer of fipancial
and other rvesources; a review, early in the becade, of the arrangements for industrial financing;

and a strangthening and enlargement of the United Nations Industrial Development Fund.
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8. The Strategy also recognizes the necessity for "...inter alia, labour-inteansive, medium-scale
and small-scale industries which are efficient and generate more employment opportunities” as
well as ",..appropriate techuology and effective policies to increase investments for the

development of human resources ...".ll/

Some other components of industrial policy include
'...productive employment generation &nd the integration and equal participation of
women...".ll/ The Strategy also refers to "...inc.essed domestic investment, taking into
account the role of the public sector in this process, measures to encourage domestic savings and
mutually benefical foreign direct investment and other sources of private capital®, and states
that "it 1is for the developing countries to set their own investment priorities and take
appropriate decisions regarding admission of foreign investment and private capital in the light

of those priorities".lzl

The Strategy also states that consideration should be given by all
countries to envircnmentsl aspects >f industrialization, and in concluding the industrialization
section declares that '"the international community will accord highest priority to measures,
including adequate financial provisions, as recuired, for the effective implementation of the

Industrial Development Decade for Africa ...".12/

9. The Strategr states that "industrialization should be aimed at mecting in an integrated way
the over-all requirements of the development of the national economies of developing
countries".lﬁ/ It thus recognizes that industrialization, as a process, is not to be treated in
isolation. Indeed, the policy measures ccncerned with industrialization are not confined to the
section of the Strategy with that title. They include related action in other areas such as in
trade where assistance to developing countrins through the provision of resources for
manufacturing capacities is called for.lzl and in agriculture, where "...in the context of
integrated rural development, Governments will encourage rural industrialization ...".lé/ Other
crucial policy areas having a direct bearing on industrialization include technical co-operation,
for which renewed emphasis and resources are called fo:,ll/ and science «nd technology for
development. Under this latter heading, policy measures are put forward to increase the
developing countries' scientific and technological capacities. The transfer of technology,
internatinnal co-operation in this regard, and the development of technologies adapted to the
specific conditions of developing countries are all emphasized. Among other measures, in
technology planning and policies special attenticn is to be given to sectors of critical
importance to developing countries, 1in order to achieve a reasonable balance between
labour-inzensive and capitai-intensive technologies. The developed countries are to 1increase
substantially the proportion of their research and development expenditures, in co-operation with
developing countries, for the solution of problems o:i prime importance to the latter. Developing
countries themselves will intensify their efforts tov strengthen taeir scientific and technlogical
infra.tructure and develop their endogenous technolog’sal and inverzive capacities by increasing
the resources devoted to education and training and resear:h anu Jevelopment, taking mezsures ‘or
the efficient acquisition and optimum utilization of techncirgy, and strengthening co-opera:ion

among themselves in this field.

10. Fnergy, a subject intimateiy linked with industrialization, is also dexit with in the
Strategy, including, inter alia, the participation of developing countries in production,
processing, marketing and distribution of energy resources, the provision of assistance to
devoloping countries in having access to scientific and technological processes, and the

establishment and strecrsthening of medium-teim and long-term national action programsmes on new and




1

ID/B/C.3/125

Annex
Page 5

renevable resources of energy. Economic and technical co-operation for development also receives

s special mention as a pelicy measure to "

...help the develuping countries, through their own
efforts, to strengthen their econcmic potential, accelerate their economic growth and improve
their position in the system of international economic relltious".E/ Least developed
countries, wmost seriously affected countries, developing island countries, and land-locked

developing countries slso receive particular attention.

II. Application of the International Development Stretegy

as the policy framework for UNIDO

11, The principle means by which the International Development Stategy has been incorporated in
the programmes of UNIDO to date has been through its us2 as 2 policy framework in the drawing up
of the Medium-Term Plan for the Period 19810-1989.2/ The draft Medium-Term Plan for the above
period was reviewed by the: Permanent Committee of the Industrial Development Board at its
sixteenth lenion.ml As subsequently incorporated into the Medium—Term Plan tfor the United
Nations as a whole, the section dealing with industrial development (chap.l5) places the
International Develo~ment Strategy as the central theme of the inlustrialization activities
described therein. The present Medium—Ierm Plan has been drawn up for a six-year period, in order
to allow for a longer “ime horizon in which three biencium prograome b:dgets would be fprepared.
In the Proposed Prograame Budget for the Biennium 1984»-1985,-2—1-/ section 17 dealing wita UNIDO
has been drawn up using the Medium-Term Plan for 1984-1989 as a framework. The Programme Budget
for the Biennium 1982-1983 was drawn up mainly on the basis of the Medium-Term Plan for
1980-1983. It could not re’lect the International Development Strategy for the Third United
Nations Developwent Decade, since the Strategy iiself wes adopted in December 1980 only, but the
new internstional economic order and the Lima Declaration and Plan of Action on Industrial
Developsent and CO—operntion,Zy towards which the Strategy is a astep, were basic references for

its formlation.

12. In the drawing up of the draft 1984-1989 Medium-Term fian within UNIDO, as well as within the
United Nations Seretariat as a whole, the basic point of reference was the International
Developaent Strategy, and it has provided a direction for the formulation of plans at the major
prog-amme, programme, and sub-programme levels. In the Plan it is stated that four categories of
activity will be carvied by UNIDO to implement the International Development Stivategy: technical
co-operation activities; supporting activities, such as industrial studies and research, including
some promotional action; pre-investment activities leadirg to the crcation of sp.cific production
faciliti=a; and the system of continuing consultetions on industry. It is stated that the

activiries in the four categories "...interact and reinforce the impact which this major programme

can make with resources which are inevitably minute compared with those needed to secure a

significant degree of irdustrialization in the developing vorld".zy

13. The Medium-Term Plan divides UNINDO's activities in the fiel. »f industrialization into three
programmes;: policy co-ordination, industrial rtudies and research, and industrial operatione.
Each of these prograsmes is divided into sub-programmes, to a total of 13. Policy co-ordination
containe the following sub-programmes: prougismme developaint and evaluation, special measures {or
the lesst developed countries and other disadvantaged catepories of developing countries,

co-operation amwong developing countries for industrislization, and the Lystem of Consultations.




Industrial stidies and research contains the following five sub-programmes: global and cunceptual
studies and research, regional aad countries studies and research, sectoral studies and research,
development and transfer of technology and advisory services, and industrial and technological
information baak and general information services. Finally, the industrial operatious programme
is divided into four sub-programmes: planning and progrsmmirg operations, institution building

and training operation, operations relating to technology dev:lopment and transfer, ‘and

pre—investmert activities.

14. It may be noted that these components of UNIDO activities in the years 1984-1989 ave addressed
to all of the policy measures set out in the International Development Strategy, both those
referred to directly under industrialization and key areas which receive separate treatmeat in the
Strategy document, such as technology. Moreover, the policy issues raised in the Strategy are
such that they are inevicably interrelated, within both the discussion of industrialization itself
and & wider consideration of its role in development as a whole. Accordingly, the activities of
UNIDO, as set out in the Medium—-Term Plan, constitute a wide conspectus of activity, from, for
instance, studies and research, through consultatiors and pre-investment activities to the
implementation of projects, with associated developments in tbs fieid of technology, of
institutional development, und of the development of human resoncces. The programmes for UNIDO
activities are intended to cover all the major aspects of the complex process of industrializatiom
and to do so in a way that the programmes support one another and lead to the wmost efficient
results. A specific concordance between the Industrial Development Strategy and the Medium—Term
Flan would show that in many instances the policy issues raised in the Strategy are addressed by
more than one sub-programme. Thus, for instance, what is described in the International
Development Strategy as a crucial element, the redeployment of industrial capacities, and is
defined as consisting primarily of the creation of new industrial capacities in Ceveloping
countries as well as redeployment of capacities from industrialized to developing coumt.ies, is a
topic adiressed not only in the programme of industrial studi¢s and research but also in the
technical co-operation activities under the programme of indust:ial operations and in the System
of Consultations, investment promotion activities and activities under sub-programmses telating to

the development and transfer of technology.

15. The application of the International Development Strategy as a framework for the programmes
and plans of UNIDO and o. the United Nations as a whole is a continuing process, sand goes beyond
the drawing on the Strategy for the formulation of the Medium-Term Plan, within which, as has been
noted, the programme budgezs of the United Nations system are prepared. One of the wost important
extensions is th2 continuing analysis, in which UNIDO participates, carried out by the
Consultative Committee on Sibstantive Questions (Programming Mattera) (CCSQ)(PROG)). This body is
a sibsidiary of the ACC, and prepares analyses of tne organizations' programmes and plans in
relation to the International Development Strategy, dealing at eech session with selected subject
areas. UNIDO participates fully in these reviews, and it is expected that CCSQ (PROG) will itself

provide a report to the Committee on the Review and Appraisal.
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111. Progress in industrialization in the Third Development Decade

16. Estimated figures indicate that in 1981, the first year of the Decade, manufacturing
value-added (MVA) in the developing countries declined by 0.4 per cent. In 1982, the latest year
for which figures are available, the growth was 0.1 per ceat. These growth rates contrast sharply
with the target of 9 per cent annual average growth rate in manufacturing adopted as one of the
goals and objectives of the Internatioral Development Strategy. The resulcs so far achieved indi-

cate that for the remainder of the Decade (including 1983), the developing countries' manufactur-

ing would have to grow at over 11 per cent per annum on average, in order to meet the 9 per cent
average target for the Decade as a whole. As was seen in the "Statistical review of the world

industrial s ituation, 1982",2ﬁ/

the share of developing countries in world MVA was 11.0 per
cent, an increase of only one percentage point over the 10.0 per cent share for 1975, the year of
the adcption of the Lima target, for the achievement of which the Industrial Development Strategy
was intended to lay the bagsis. In fact in 1981, the share of the developing countries had fallen

slightly.

17. More detailed examination of the figures does not yield a more encouraging picture. The share
of world MVA held by the least developed countries has remained steady over the whole period since
1975, at the very small figure of 0.2 per cent. For this group of countries, the Strategy had
called for accelerated industrial progress and support from the international community for their

25/

full industrialization.=— Again, at the level of economic regions, progress has been
particularly disappointing in Latin America where MVA is estimated to have declined by 4.6 per
cent in 1981 and 3.7 ser cent ia 1982, Since Latin America occupies such a large share of the
developing countries' MVA, it is the decline in this region that has led to the poor performance
of developing countries as a whole in 1981 and 1982. In conformity with the estimated negative
growth rates, Latin America's share of world MVA has fallen from €.14 per cent in 1980 to 5.82 in

1981 and 5.68 in 1982.

18. The Asian region (West, South and East) has as a whole shown a better performance, its MVA
being estimated to have risen at a rate of 4.5 per cent in 1981 and 3.9 per ceat ir 1982.
However, this region in 1982 accounted for less than 40 per cent of the developing regioas' MVA
end thus this relatively good performance by the Asian region was not enough to offset the
negative growth cates in Latin America. The Asian region increased its share of world MVA, from
3.87 per cent in 1980 to 4.02 per cent in 1981 and 4.23 per cent in 1982. In general, it has been
the growth in the share of this region in world MVA that has principally contributed to the slight
overall improvement of developing countries since the year of the adoptior of the Lima target.
However, summary stetistics mask a more detailed reality, asince it is the high growth rates of
manufacturing in a subset of the countries in this region which have wade the share show an

increase, and other developing countries of Asia have not performed nearly as well,

19. There are indications that manufacturing growth in Africa has been high during the first two
years of the Third Development Decade. The African region in 1975 had a share of 0.88 per cent of
total world MVA and by 1982 this had risen to 1.11 per cent. This figure is, in fact, in excess

of the 1 per cent target for 1985 embodied in the Inductrial Development Decade for Africa, and at
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first sight, therefore, the subsequent target of 1.4 per cent for 1990 for Africa and the target
of a 2 per cent share for the year 2000 do not seem unattainable. however, it should be recalled
that the relative nature of the target means that, without a sustained rtecovery of the world
economy, the actual MVA of Africa in absolute terms nay yet remain small and mav thus make little

contribution to the overall development of this region.

20. The problems which have beset the industrialization of the developing countries, and the
implementation of the International Development Strategy, have included, as significant el:ments,
those brought by the performance of the world economy. The world recession has caused a fall in
demand for the exports of developing countries and, in particular, a fall in prices of those
commodities on whose sale so many developing countries depend. Rising interest rates have placed
an extra burden on those developing countries in terms of debt service requirements. The
recession has been accompanied by a growth in protectionism by developed countries in particular,
presenting a further obstacle to the expansion of developing countries exports and thus their
overall growth. Finally, the recession in the developed countries has meant that there has been
no expansion of assistance from these count-ies to the South: the rget of 0.7 per cent of the
gross national product (GNP) of the developed countries as officia :velopment asscistance (ODA)
to the developing countries has not been met. The impact of the current crisis is discussed in

more detail in section IV of the present annex.

21. In the present section, however, it is worth recording that many severe domestic constraints
have been identified by the deveioping countries as presenting serious obstacles to their
industrialization in recent years. These include structural constraints where a lack of
flexibility =nd adaptability in the economy presents difficulties in adjustment to meet changing
economic conditions in the world and in directing the national economy towards morc promising
patterns of development. The small size of many national economies is - further difficulty, which
has constrained, in particular, the development of new industries: since insufficient domestic
markets exist, and the possibility for export expansion may be limited, the economies of scale

necessary for the efficient introduction of :ew productive capacity, in particular for import

substitution, may not exist.

22. A further obstacle is rhe lack of adequate industrial infrastructure. Transport and
communications. market and product research and other sspect of the efficient functioning of the
manufacturing industry may not be available, and this in itself is an expressicn, in specific
terms, of the weakness of inter-sectoral iinkages in many countries. Industry can only function
efficiently when it is integrated in a central role in the economy as a whole, when upstream and
downstream to the rest of the economy it makes best use of the country's natural resources and
supplies it with finighed products as inputs to other sectors. The absence of such linkage means
that the full markel potential of the industry concerned is not being realiz:d and the natural asnc
human resources of the country are not exploited as they should be. Discrepancies in income
distribution have also been noted as obstacles to industrial growth (both because skewed
distribution makes it more difficult to mobilice domestic savings to a level suitable for
investment and also because patterns of interregional migration brought about by perceptions of
income disparities between rural and urban areas can be linked to an uncontrolled urbanization,
placing an impossibie strain upon the country's resources for infrastructural development). A
lack of necessary skills has alec been id2ntified as a constrairt on developing countries'

industrialization, and indeed the development of human resources is the most essential element of
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any industrial development plan. Finally, it may be noted that inadequate or ineffectively
implemented government policies can constitute a severe obstacle to the achievement of the overall
social and economic goals of developing countries and, furthermore, that socio-cultural
limitations can elso raise difficulties in the rransformation of society tc one implied by a

modern industrial economy.

23. An overall impression of the views of Governments in developing countries, as seen in the
monitoring report, might be that while there is certa’nly progress in industrialization, the rate
at which this has been achieved is discouraging, to such an extent indeed that a reassessment can
now be taken as being under way, in which strategies applied so far are being examined again for
their appropriateness and effectiveness. It might be said that greater emphasis is now being
accorded to the processing of natural resources of the countries concerned, that there is new
concentration upon agro-based industries, and that export orieatation has come ever more into
focus as s component of industrialization strategies. Equally, there is a recognition of the
vital importance for developing countries of economic and technical co-operation for development
among themselves. South-South co-operation is being increasingly practised. As a concept, it
arises naturally from the perception of the inequities of the world economic structure and che
rigidities which are such as to permit no immediate improvement in WNorth-South relations.

Moreover it is also based upor the idea that by making best use of its own resources, the South

can generate its own growth without depending on a transmission from the North.

IV. The impact of the current crisis on the industrialization

of the developing countries

24. The developing countries had in the past managed to achieve extremely high growth rates for
their manufacturing sector. From 1960 to 1977 it had grown at an average uf 7.3 per cent per
annum, and in 1960 and in 1973, for instance, it grew at over 10 per cent per annum, a remarkable
performance, and one that meant that the developing countries were steadily increising their share
of world MVA. The preseat crisis has meant that these high growth rates of manufacturing in
developing countries have disappeared. The slump in the world economy following the oil price
adjustment in 1973 was something which the developing countries managed to adapt to with
remarkable resilience. They maintained acceptable levels of gross domestic product (GDP) growth
and of manufacturing growch, in spite of the severe difficulties engendered by the slow-down in
the North. In the latter region, for instance, developed couatries®' GDP grew at less than

one per cent in 1975, with a decline of 1.2 per cent in MVA in this regior. The present crisis,
hovever, is one that the developing countries have not been able to avoid, and the consequences

for them have been even more severe than those for the North.

25. An important feature of the current crisis is the decline in world trade. Between 1963 and
1973 it increased at an annual rate of 8.5 per cent, but between 1973 and 1981 the growth was only
3.5 per cent per annum. It did not increase a* all in 198l and actually declined in 1982 by
between ! and 2 per cent. The slow growth of the econcaies of the North has had a severe impact
on demand for commodities, and prices of these have fallen sharply. The developing countries
terms of trade fell in 1982 for the fifth consecutive year. Growing protectionism, fuelled by the

current recession, has meant also that penefration of the markets of the North by wmanufactures
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export from developing countries has also been slowed. The Worid Economic Survey 1983 26/ notes

that many new protective measures were introduced in 1982. The decline in total export earnings
of the developing countries, combinel with the severe pressure on their balances of payments by

the present crisis, has in turn, led many of them to reduce their impcrts. R=al imports of devel-

oping countries declined in 1982.

26. The position of world trade is of course very closely linked to that of the international
financial system. The industrialized countries have been able to increase the price of their
manufactured goods sufficiently to pay for the higher cost of their energy imperts. But the
energy importing developing countries have nct been able to do so, their terms of trade have
suffer.d becsuse the prices of commodities have derlined and their exports of manufactures have
not grown fast enough to make up the shortfall. The consequence has been, for the energy import-

ing -ountries in particular, a persistent and increasing deficit on their international balance of
payments. To rclieve this pressure, it has been necessary to resort to borrowing or. commercial
terms. This is because no other course was open; the volume of ODA, which grew at 4 per cent per
annum in real terms in the late 1970s, did not increase in 1981 or in 1982, and although there was
a revival in private direct investment in the developing countiies in the late 1970s, and an
increase of 25 per cent in 1981, this has nevertheless becen at a level altogether inadequate to
meet the pressure on the balances of payments of the South. Thus, the wrain source of furds has
been the international capital markets. Trese seemed attractive so long as interest rates were at
a reasonable level, but the very high interest rates prevailing in 1981 and 1982 discouraged
further borrowing and raised the cost of servicing external debt to the point where it presented
almost impossible difficulties for a number of countries. Again, migrants' remittances, which had
been for selected developing countries an important source of foreign exchange, also saw 2 decline

as activity decreased in industrialized countries.

27. In their replies to UNIDO during the third monitoring exercise, the respoase of Governments of
developing countries indicated a recognition of the severe impact of many of the above-mentioned
features of the present economic crisis, in particular the rrcession in the North, the high level
of interest rates, the deteriorating terms of trade for developing countries, foreign exchange
constraints, and the growth of protectionism. In spite of this, however, Governments of
developing countries have not been led to modify their fundamental strategy to rely on the
industrial sector for the central contribution to economic growth. But the developing crisis of
recent years, as much as the catastropl.ic performances of 1982, has begun to induce a reassessment

of both national and international policies for industri-lization.

28. This also was a finding of the High-level Expert Group Meering on Industrial Development

Policies for Developing Countries held in Lima in preparation for the Fourth General Conference of
UNIDO:

"In discussing strategies and policies for industrialization in the developing countries in
the 1980s and 1990s, it was agreed that they must re-examine existing policies and introduce
new ones in correspondence with the new macro-economic realities of the world economy."27/
29. The present recession has exposed the dependence of developing countries on the North, for the
impact on them has been far more severe. It has also, therefore, exposed the weakness of

strategies of industrialization which are too closely linked to exports (whether of primary
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commodities or manufactures) to developed countries, since thess inevitably bear the brunt of
recession in the North. Accordingly, it has focused new attention on the importance of the
internal market, and given a renewed impetus to economic and technical co-operatioa among

developing count:ies themselves.

V. Industry in the remainder of the Decade

30. The International Development Strategy for the Third Development Decade, in its goals and
objectives, has concisely set out a growth path for the developing countries up tiil 1990, and it
is a path whi:h represents a significant step towards the achievement of the Lima target. The
sssumption therein, of a 7 per cent annual average growth rate in GDP of the developing countries
was based upon an analysis that assumed a reasonable growih for the North also, of an average of
3.7 per cent per annum. It was found that such a set of growth rates for North and South would
have many advancages. It would not place impossibly high coastraints upon consumption, it would
not be unduly limited by the relatively modest expectations for agricultural growth in developing
countries, and it would allow a reasonable level of assistance from developed to developing
countries in the process. The International Development Strategy thus represents a harmonious
growth path which can to a considerable degree transfcrm the present linkage between North and
South from one where recession in the North is distributed in a more intense form in the South

into one through the operation of which both North and South grow at substantial rates.

31. The forthcoming issue of the Industrial Development Survey notes that manufacturing growth in

developed countries in the future cannot be expected to be as high as before, because of the
iong-term effects of declining investment, decreasing productivity gains, and shifts in structure
in final demand with higher income levels away from manufactured goods. Manufacturing growth in
the centrally planned economies can also be regarded as unlikely to match pravious performance due
to a slow growth in the labour force, limitations on fuel and raw material outputs, together with
other factors. For the developing countries, the forces at work which may heavily influence their
own performances can include the rapid expansion of tne manufacturing sector associated with
intermediate levels of per capita income and also the dependence, of those developing countries

which have adopted outward-looking strategies, on the develcoped countries' growth and policies.

32. There are recent signs that the prospects for the world economy are brighter than they might
have appeared a year ago. Ho'ever, while a recovery in the North is necessary for the progress of
the world economy it is by no means a sufficient condition. The need is for policies which are
co-ordinated internationally, and which recognize two key features of the world economy: its

interdependence and its changing structure.

33. At present, the developing countries have a very small amount of industry, even though they
have pressing needs for manufactures as well as for overall development. As such they offer the
potential of a greatly expanded world market. In addition they have a comparative advantage in
many fieids of production, the exercise of which is prevented by the present structure of the
world economy, as well as a wealth of natural resources of many kinds. Since there are enormous

dissimilarities in the factor proportions of production activities between developed and
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developing countries, a gradual transfer of capital input especially in the form of industrial
production capacity, would improve the marginal productivity in all economic inputs in both groups
of countries. Under new co-operative arrangements, both the developed and the cdeveloping
countries would benefit from an expanded industrialization in the South. As the Strategy notes

"...accelerated development of developing countries is of vital importance for the steady giowth

of the world economy and essential for world peace and st-bility".zﬁ!

34. The Strategy was conceived and adopted in a time of increasing difficulties in the world
economy. As has been seen, these difficulties have not been resolved in the first years of the

Third Development Decade. But the statement in the Strategy remains relevant that "“the cucrent

economic difficulties should not deter the world community from the imperative to restructure

29/

international economic relations". Industrialization of the developing countries can be an

integral part of such restructuring, botn benmefiting from it and makicg a major contribution to it.
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