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Introd\Jction 

1. The Industrial Development Board at its seventeenc.h session requested the Executive Directoi:-, 

in paragraph 3 of Co:1clusion 1983/2, to provide suitable material on the implementatior. of the 

International Development Strategy, through the ne"Jtt session of th!: Industrial Development Board 

or its Permanent Collll!littee, to a comittee c.f universal iaembership of the General Assembly, 

namely, the Comittee on the kview and Appraisal of the Implementation of the International 

Development Strategy for the 'nlird United Nations Development Decade. 

2. In accordance with General Astembly resolution 37/202 of 20 December 1982, the Committee would 

report to the Generil Assembly at its thirty-ninth session through the Economir and Social Council 

at its second regular session in 1984. The six-week deadline for the submisaion of documents for 

the latter sessior. is in mid-Hay 1984. Consequently, the Exec•Jtive Director proposed in a ncte 

•urbale to the members ,,f the Board, dated 15 August 1983, that the relevant material to be 

submitted in com~liance with Board Conclusion 1983/2 could be considered by the Permanent 

CoD111ittee •t its twentieth session in November/Decembt:r 1983, rather than by the Board .it its 

eighteenth session in Hay 1984. This procedure, tho? Executive Director suggesteJ, would ensure 

di1cu11ion of the relevant material by the Permanent CoD111ittee, and its transmission through tnP 

Permanent Co111111ittee to the Secretary-General before the end of 1983 for timely submi5sion to the 

CoD111ittee 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 th'! Review and Appraisal took :he contribution by UIHDO into account in its report to the 

General Aasembly through the Econom.c and Social Council. 

3. 'nle present note antl its am.ex, 'llhich contains UNIDO's review and appraisal of the Strat!!gy 

relevant to indu:try, have 1n the meantime been submitted to the Task Force on Long-term 

Development Objectives of the Administrative Co111111ittee on Co-ordination (ACC) for ita meeting frcm 

10 to 12 October 1933. It is presumed that the ACC Task Force and the Consultative Co:mr.ittee on 

Substantive Questions (Programme Hatter~) (CCSQ) (PRG), at thP~ c1me, will hold a joint session on 

the toric of review and appraisal. Any coanents and deci11ions on the UNIDO contribution 

forthcoming from that meeting will be comunicated to the Permanent Coanitte at its current 

1e11ion in due courae. 

Action required of the Permanent Co111111ittee 

4. The C09111ittee may wiah to transmit, together with ita coanenta, the present note 8nd ita annex 

to the Cocnittee on the Review and Appraisal of the Implementation of the International 

Development Strategy for the Third Unit~d Nation• Development Decade. The Permanent Connittee may 

alao wiah to give guideline• to the UNIDO Secretari. t with regard to thia topic which 111.11y be u1ed 

in further cont.riDution1 by the Secret1riat to the proceu of review and appraiul withio the 

lh1ited Nation• ay•tem. 

.. 
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2 

3 

5 

7 

9 

11 

12 



IDIB/C.3/126 

AnnPic 

Page 2 

l:ntroduction 

1. In 1980, the General Asse;nbly proclaimed the 1980s as the Third United Nations Development 
l/ 2i 

Decade, .md adopted the International Development Strategy for that Decade.- The Strategy--

contains goalF and objectives for the accelerated economic development of the developing countries 

and is " ••• au integral part of the efforts of the international coanunity to establish a new 

internat ion'll economic order" •. ~/ It contains also a set of pol icy measures, to be implemented 

during the Decade at national, regional and international levels, by means of whici1 the goals and 

objectives are to be achieved. Finally it describes the process of review and appraisal of the 

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, sectoral and regional 

levels, and at the national level by the resrective Governments •• .... f!.I 

2. The Strategy states that at the sectoral level " ••• the relevant specialized &gencies, organs 

and organizations of the United Nations will contribute from the experience of. their re1pet:tive 

sectors to the process of review and appraisal at both the global and regional levels".1/ It 

states also that the review and appraisal process " ••• will consist of systev:atic scrutiny, within 

the context of an over-all review of the international economic situation, of the progress tnade 

towards achieving the goals and objectives of the Strategy and the identification and appraisal of 

h f wh • f h f 11 h d" 61 I . 1 d . h t e actors ich account or s ort a s t at ;nay be encountere .- t is a so:> note in t e 

Strategy that the review and appraisal process should " ••• ensure that the oper~tional activities 

of the United Nations system contribute effectively to the implel'lentation of the International 
7/ 

Development Strategy".-

3. Subsequently, the General Assembly has initiated the proceu of review and appraisa!. In 

resolution 37/202, of 20 D~cember 1982, the General Assembly has reaffirmed the decision in the 

Strategy it1elf to carry ont at the global level the first over-all review and appraisal and has 

decided to establish a co-ittee of universal membership for this purpose. TI1is body, the 

Co-ittee on the Review ar.d Appraisal of the Lmplemoml:ation of the International Development 

Strategy for the Third United Nations Development Decade, will re~ort to the General Aasembly at 

the thirt;y-ninth seuion through the Economic and Social Council at its second regular aeuion of 

1984. Reaolution 37/202, inter a:.ia, streasu that the proceaa of review and appraiaal at the 

global level shall take into account the resulta achiev~d at the sectoral, regional and national 

levels, and also calls uron " ••• the relevant organs, organizations and bodies of the United 

Nation• ay11:em to report on the reaulta achieved in their rea?ective aectora in applying the 

International Development Strategy u the policy framework in the formul.ltion and implementation 

of their progra1m11ea of work ancl medium-term plana to the Committee ..... !/ (i.e. the eo-ictee on 

the Review and Appraiasl referred to above). 

4. The eighteenth seuion of the Induatrial Development Beard will not be held until H11y 1984, 

too late for a aubGi1.iion fro• it to be cade uae of by the Coaai.ttee on. the Review anti Appraiul, 

and thu1 the preaent annex i1 intended to provide a ba1i• upon which the Perm11nent Comiccee of 

the Induatria. Devdopment Bo-£rd aay contribui:e, in the ta1k of review and app.-ai1al, to the 

Comait~ee establi1ht!d for thia purpou. The present paper haa also been submitted by the 

Secret&rillt to the Tuk Force on Long-Term Developt11ent Objective• of the Admini1trative Co111111ittee 
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on Co-ordination (ACC), which aeets in October 198~. as part of ~he review and appraisal exerc~se 

within the United Nations system. It may therefore be incorporated in the Secretary-General's 

report on this topic to be presented to t1;e Committee on the Review and Appraisal. 

I. Industrialization in the Inte~national Development Strategy 

5. As part of the goals and objectives of the Strategy, industry receives specific mention in the 

establi•h-nt of a target for manufacturing output growth of the developing countries at an 

average annual rate of 9 per cent over the Decade. ntis is regarded as leading to a significant 

contribution towards raising the share of developing countries in world manufacturing production. 

and thus laying t~e basis for achievin~ the Lica target. lnd11striaiization is to be aimed at 

meeting in an integrated vay the overall requirements of the development of the national economies 

of developing countries, geared towards not only satisfying growing domestic demand and employment 

requireaent• but also directed towards increasing exports of .. nufactures by developing 

countries. nte principle hehind this is clearly given in the goals and objectives, by setting out 

as a target for the world couaaunity a " ••• system of trade based on a dyrsmic patte:-n 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/ 

cref!te new sources of employment there".-

6. nte policy aeasurea for the achievement of these objectives are set out in the Strategy and 

cover action at the national, regional, and international level, a1 well as the activities of 

UNIDO. The policies and programmes for st:cengthening and expansion of th"! developing countries 

industrial capacities are to include " ••• as a crucial element, the redeployment of industrial 

capacities. ntis redeployment ~ill primarily consist of the creation of new industrial capacitie~ 

in developing countries, as well as the redeployment of :ndustrial capacities from industrialized 

d 1 • • h • • 1 f d • • d II lQ/ to eve oping countries on t e princ1p e o ynam1c comparative a vantage •••• ~ lt is 

recognized that this involves the transfer of many resources to developing countries and 

Govli!rnmenta, in particular those ot" the developed countries, are called upon to encourage and 

intensify the process by " ••• actively pureuing polici'e·., with a view to encouraging the continued 

reallGcation of reaourcea and encouraging domli!stic factors of production to move from 

internationally less competitive to more viabl~ lines of production or into other aector• ~f th~ 
10/ economy".-

7. nte Strategy calh for incre•aed access to devel.,ped C-)untry markets for developing countrie1 1 

manufactures, and eaipbaaizea the need for i~dependent and autonomous industrial development, which 

i1 to be balanced with respect to 1ize and 1cde and to include allo agro-induatry and the 

proeeaaina of natural resources. A specific UNIDO acti·,,ity mentioned i1 th• Sy1tem of 

Co:11ultations, which is to be strengthened, d2veloped and made 111ore effective. Heaaure1 for the 

financing of induatrial d"'velopment indude; a aubstant~al. incn:ue in the tranafer of financial 

and other ~eaourcea; a review, early in the lJecade, of the arranieaent1 for induatrial financing; 

and a atren1thening an4 enl•r1e .. nt ~f the United Nation• Indu1trial Develop.ent Fund. 
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8. The Strategy also recognizes the necellsity for " ••• inter alia, labour-intensive, aedium-scale 

and •-ll-1cale indu1trie1 which are efficient and generate more employaent opportunities" as 

well as " ••• appropriate techuology 

development of hu-n resources " 
and 
ll/ 

effective policies to 

Some other components 

employment generation &nd the integration 

increase investments 

of industrial policy 

for the 

include 

and equal participation <) f " ••• productive 

" ll/ women •••• - The Strategy also refers to " ••• inc-.eased domestic investment, taking into 

account the role of the public sector in this process, measures to encourage doaestic savings and 

mutually bene fica 1 foreign direct investment and other sources of private capital", and states 

that "it is 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".!~/ The Strategy also states that consideration should be given by all 

countries to environmental aspects :>f industrialization, and in concluding the industrialization 

section declares that "the international community will accord highest priority t.J measures, 

including adequate financial provisions, as rec::uired, for the effective iaplementatio~ of the 

I d . l De l De d f Af . " 13 / n ustr1a ve opment ca e or r1ca •••• -

9. Th'! Strateg:• states tt.at "industrialization should be aimed at me'"ting in an integrated way 

the over-all requirements of the :!evelopment of the national economies of developing 

countriPs". 141 It thus recognizes that industrialization, as a process, is not to be treat.:d in 

isolation. Indeed, the policy measures cc:ncerned with industrialization are not confined to the 

seclion of the Strategy witt: that title. They include related action in other areas such as in 

trade where assistance 

manufacturing capacities 

to 

lS 

developing countri~s through the 

called for,.!~/ and in agr~culture, 
prt>vision of resources for 

where II • ••• 1n 

integrated rural development, Governments will encourage rural industrialization 

the context of 

" !!!_/ Other 

crucial policy areas h4ving a direct beuring on industrialization include technical co-operation, 
17/ 

for which renewed emphasis and resources are called fo:- ,- and science .. nd technology for 

development. Under this latter heading, ~olicy measures are put forward to increase the 

developing countries' scientific and technological capacities. The tl"anafer of technology, 

internatinnal co-operation in th~s regard, and the development of technologies adapted to the 

apecific condition• of developing countries are all emphasized. Among other aeasures, in 

technology planning and policies special attention is to be gi~en to sectors of critical 

importancP. to developing countries, in order to achieve a reasonable balance between 

labour-inten3ive and capitai-intensive technologies. The developed countries are to increase 

substantially the proportion of their research and development expenditures, in co-operation with 

developing countries, for the solution of problems 0£ prime importan'e to the latt.er. Developing 

countries themselves will inten1ify their efforts t" strengthen tneir scientific and technlogical 

infra.tructure and develop their endogenous technolo:'~!l an~ inven:ive capacities by increasing 

the re1ourcc1 devoted to education and training and resear:h an~ develop~nt, taking me~1ure1 'or 

the efficient acquisition and optimum utilizatio11 of tc?chn(•i.r-gy, and 1trengthening co-opeu:ion 

among themselves in this field. 

10. Energy, a subject intimately linked with inriustridization, is allo deait with rn t:1e 

Strategy, including, inter alia, the participation of developing ~ountries in production, 

processing, marketing and diatribution of e<1ergy resources, the provision of aaaiatance to 

dev~lt>ping countrie& in having acces1 to scientific and technological pror.es1e1, and the 

eatahliahment and 1trer.~thening of medium-te•-m and lon~-term national action progr.a .. es on new and 
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renewable reaources of energy. Economic 11r.d technical c.:>-operation for development 11lao receives 

a. ·~ecial -ntion aa a policy measure to " ••• help the devel..,pinx countries, through their own 

·~fforte, to •trengthen their economic potential, accelerate their econoaic growth and improve 

their poaition in the system of international economic relations" • .!.~/ Least developed 

countries, .ost seriously affected countries, developine island coantries, and land-locked 

developing countries also 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 rn 

the programaea of UMIDO to date has been through its us~ as • policy framework in the drawing up 

of the ltediua-Tera Plnn for the Period 1984-1989 • ..!.2/ The draft Medium-Term Plan for the above 

period was reviewed by th~ Permanent 
. . 20/ 1 sixteenth seaeion.- A. subsequent y 

Colllll\ittee of the 

incorporated into 

Industrial Development Board at its 

the Medium-Term Plan tor the United 

Nation• a• a whole, the section dealing with industrial development {chap.15) placea the 

International Develo:--.ent Strategy as the central theme of the inlustrialization activities 

described therein. The present Medium-rerm Plan haa been drawn up for a six-year period, in order 

to allow for a longer ':ime horizon in which three biimr.ium proeraC1111e b·;dgets would be frepared. 

In the Proposed Progra- Budget for the Biennium 19134-1985,3..!./ section 11 dee.ling wit;'\ UNIDO 

has been drawn up using the Medium-Term Plan for 1984-1~89 aa a framework. The Prograaae Bu.~get 

for the Biennium 1982-1983 was drawn up mainly on the basis ~f the Medium-Term Plan for 

1980-1983. It could not re.'.lect the lnternational Development Strategy for the Third United 

Nations Development Decade, eince the Stcategy iaelf wes adopted in December 1980 only, but the 

new interlUltional ec.onomic order and the Lima Declaratiou and Plan of Action on Industrial 

D 1 d 
• 22/ . . . f f eve_opment an Co-operation,- toward• which the Strategy 1s a atep, were basic re erencea or 

iu formalation. 

12. In the drawing up of the draft 1984-1989 Medium-Te•m iian within UNlJ)O, a~ well a' within the 

United Ration• Seretariat as a whole, the basic point of reference wa• the International 

Development Strategy, and it hu provided a direction for the fon1ulati'ln of plan:i at the major 

prog::-, progr-, and aub-progra-e levels. In the Plan it is atated that four categories of 

activity will be carded by UMIDO to implement the International De·.,relopment St•ategy: technical 

co-operation activitiea; aupporting activities, auch as induatrial atudiea and re•earch, including 

ao.e: pro.otion*l action; pre-inveatment activitie1 leadir.g to the cr~ation of ap~cifir. production 

facilitf'.!•i and th• ayatem of continuin& conault&tlona on indu1ttry. It ia atated that the 

activiriaa in the four cate&oriu " ••• interact and reinforce the impsct whic.h thi• major progranne 

ca11 .. k• vith resource• which are inevitably minute compared vith tboae needed to secure a 

significant degree of idustrialization in the developing world". 231 

13. The Mediue-Tera Plan dividu UNI00 1 a sctivitiea in the fieh. ?f induetrialization into three 

progra-•i policy co-ordination, industrial rtudiea and research, and industrial operation1. 

Each ~f thHe proar-• i• divide<! into sub-progra-•, to a total of 13. Policy co-ordination 

co'!itaina th• follovina aub-proara-•a: prug1·a11111:e develoi:io.~nt and evaluation, special .eaaurea (or 

the least developed countries and other diasdvantagcd catetoriea of de·1eloping countries, 

co-operation a110ng developinc countriea for induttrislizstion, snd tla<!! Lyllem of Conaultation1. 
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Industrial st:idies and research .:ontains the following five sub-prograBBes: global and ct.nceptual 

studies and research, regional and countries studies and research, sectoral studies and research, 

development and transfi;r of technology and advisory services, and industrial and technological 

info['lllation ba::lk and general infonaation services. Finally, the industrial ope~atioua progra11111e 

is divided into four sub-progra-s: planning and progrsl?llllirg operations, institution building 

and training operation, operations relating to technology de~ ~lopment and transf•!r, ·and 

pre-investm,.1•t activities. 

14. It may be noted that these components of UNIDO activities in the years 1984-1989 a~e addressed 

to all of the policy measur~s set out in the International Devel:>pment Strategy, both tho1° 

referred to directly under industrialization and key area~ which receive $eparate treatment in the 

Strategy document, such as technology. Moreover, the pol icy issues raised in the Strategy are 

such that they are inevi~ably interrelated, within both the discussion of industrialization itself 

and a wider consideration of its role in development as a whole. Accordingly, the activities of 

UtlIDO, as set out in the Medium-Term Plan, constitute a wide conspectus of activity, froa, for 

instance, studies and research, through consultatiors and pre-investment activities to the 

implementation of projects, with associated developments in tr~ fie~d of technology, of 

institutional development, ·Jnd of the development o! human reso•~cces. The progr-s !or UNIDO 

activities are intended to cover all the major aspects of the complex process of industrialization 

and to do so in a way that the programmes suppcrt one another and lead to the 110st efficient 

results. A specific concordance between the Industriai. Development Strategy and the Medium-Term 

Plan would show that in many instances the policy issues raised in the Strategy are addressed by 

more tha~ one sub-programme. Thus, for instance, what is d~scribed in the International 

De1.elopment Strat<!gy as 8 r.rucial element, the redeployment of induatrial c.apacities, and i' 

defined as consisting primarily of the creation of new industrial ~apacities in ~eveloping 

countries a~ well as redeployment of capacities from industriali~ed t.o develor:ng count_ie1, is a 

topic ad.!ressed not only in the programme of industrial stud:r 3 and re1earch but also in the 

technical co-operation activities under the prograane of indust•ial operation• and io the System 

of Consultations, investment pro1110tion activities and activities under sub-programmes rel•ting to 

the development and transfer of technology. 

l~. The application of the Intern11tional Development Strategy as a fraaei.:orlr. for the progrJ\11111es 

and plans of UNIDO and o~ the United Nations a1 a whole i1 a continuing process, and goe1 beyond 

the drawing on th~ Strategy for the formulation of the Medium-Term Plan, within which. aa ha1 been 

noted, the progra-e budgetl of the United Nations systen; are prepared. One of the llOSt important 

uten1ions is tha continuing analysi1, in which UNIDO participates, carried out by the 

Consultative Colllmittee on S~bstantive Questions (Prograaning Mattera) (CCSQ)(PROG)). Ttais body is 

a s•1baidiary of the ACC, and prepares analysea of tne organizations' progra-• and plan• in 

relation to the International Development Strategy, dealing at each 1e1sion with selected 1ubject 

area1. UNIDO p~rticipate1 fully in the1e reviews, and it i1 expected that CCSQ (PIOG) will itaelf 

provide a report to the Colllllittee on the acviEw a~d Appraisal. 
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III. Progress in industriali~ation in the Third Development Decade 

16. Estimated figures indicate thar in 1981, the first year of the Decade, manufacturing 

value-added (HVA} 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 cent. 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 International Development Strategy. 'Ole results so far achieved indi

cate that for the r~mainder of the Decade (including 1983), the developing countries' manufz.ctur

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 "Statistic11.l review of the world 

industrial situation. 1S82", 241 the share of <1eveloping countries in world KVA 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 Develoi;ment Strategy 

was intended to lay the baoia. In fact in 1981, the share of the developing countries had ~allen 

slightly. 

17. Hore detailed examination of the figures does not yield a more encouraging picture. Ille share 

of world HVA held by the least developed countries has >:emained 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 co1m11unity for their 

full industrialization. 25 / Again, at the level of economic regions, progress has been 

particularly disap:>ointing in Latin America where HVA is estimated to have declined by 4.6 pet 

cer.t in 1981 and 3. 7 ",>er cent in 1982. Since Latin America occupies such a large share of the 

developing countries' HVA, 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 rat~a, Latin America's share of world MVA has fallen from f.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, it:. HVA 

being estimated to have risen at a rate of 4.5 per cent in 1981 and 3.9 per cent ir 1982. 

However, this region in 1982 accounted for less than 40 per cent of the developing regiou' MVA 

and thus this relatively good perfor.mance by the Asian region was not enough to offset the 

negative growth cates in Latin America. n1e Asian region increased its share of world HVA, 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 thid 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, .1ummary str.ri11tics mask a more detailed reality, since it is the high growth rates of 

manufacturing in a subset of the co•.mtries in this region which have 111ade the share 1how an 

increase, ~nd 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 DevelopG1ent Decade. The African region in 1975 had a share of 0.88 per cent of 

total world MVA and by 1982 thi!I had risen to 1.11 per cent. Thia figure is, in fact, in excess 

of the 1 per cent target for 1985 embodied in the Indurtrial Development Decade for Africa, and at 
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first sight, therefore, the sub1equent target of 1.4 per cent fot 1990 for Africa and the target 

of a 2 per cent share for the year 2000 do not seem un~ttainable. however, it should be recalled 

that the relative nature of the t;arget means that, witho•1t a sustained recovery of the world 

economy, the actual HVA of Africa in absolute terms n.ay yet re~ain small and ma~ thus make little 

contribution to the overall development of this region. 

20. The problems which have be1et the industrialization of the developing co•.mtriu, and the 

implementation of the International Development Strategy, have included, as significant el?ments, 

those brought by the performance of the world economy. 'nle world recession has caused a fall in 

demand for the exports of developing countries and, in particular, a fall in prices oC those 

COllllllOdities on whose sale so many developing countries depend. Rising interest rates have placed 

.sn extra burden on those developing countries in terms of debt service requireLJents. The 

recession ha~ 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 tt,e developed countries has meant that there has been 

no expansion of assistance from these count ·ie3 to the South: the ::-get of O. 7 per cent of the 

gros1 national product (CNP) of the developed countries as officia ~velopment auistance (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 pretenting •erious obstacles to their 

industrialization in recent year&. These include structural constraints where a lack c.f 

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 mor< promising 

pattern• of development. The small size of many national economies is - further difficulty, which 

has constrained, in particular, the development of new int'ustriea: since insufficient domestic 

markets exist, and the possibility for export expansion 111.'JY be 1 imited, the economies of 1cale 

neceuary for the efficient introduction of ·, ew productive capacity, in particular for import 

aub1titution, may not exist. 

22. A further obsta~le is the lack of adequate industrial infrastructure. Tranaport and 

coanunicationa, market and product research and other ~•pect of the efficient functioning of the 

manufacturing industry may not be available, and this in itself is an expreuic.n, in specific 

tenu, of the weakness of inter-sectoral linkages in many C'Ou'ltriea. Industry can only function 

efficiently when it is integrated in a centr«l role in the economy as a whole, when upstream and 

downstream to the rest of the economy it makes beat uae of the country'• natural re1ource1 and 

supplie1 it with finished product1 a1 input• to other sectors. 'nle absence of such linkage mean1 

that the full PIArke~ potential of the induatry concerned is not being realiz~d and the natural anc. 

human resources of the country are not exploited as they should be. Discrepancies in income 

distribution have 1110 been noted as obstacles to induatrial growth (both because skewed 

distribution makes it more difficult to mobili~e domestic savings to a level 1uitable for 

inve.t-nt and also becauae patterns of interregional migution brought about by perception• of 

income diaparitiea between rural and urban area• can be linked to an uncontrolled urbanization, 

placing an impoaaib~e •t•ain upon the country'• resource• for infrastructural development). A 

lack of necessary skills has &la<' been id'!ntified as a constrair~ on developing countries' 

indu1trialization, and indeed the development of human re1ourcea ia the moat eaaential element of 
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any induatrial development plan. Finally, it may be noted that inadequate or ineffectively 

implemented governro1ent 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 also raise difficulties in the transformation of society tG 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 bt: 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 appropriatene,. and effectivenei:s. 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 orie.1tation has come ever more into 

focus u F 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 per:eption of the inequities of the world economic structure and che 

rigidities which are such as to permit no i11m1ediate improvement in North-South relat~ons. 

Moreover it is also based upon 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. Tite impact of the current crisis on the industrialization 

of the developing countries 

24. Tite developing countries had in the past managed to achieve eY.tremely high growth rates for 

their manufa::turing sector. From 1960 to 1977 it had grown at an average of 7.3 per cent per 

annum, an~ 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 incre1sing their share 

of world HVA. The present crisis has meant that these high growth rates of manufacturing in 

developing countries have disappearerl. 'nte slump in the world economy following the oil pric~ 

adjuatment in 1973 was something which the de~eloping countries ~anaged to adapt to with 

re-rkable resilience. They maintained acceptable levels of gross domestic product (GDP) growth 

and of manufacturing growth, in spite of the severe difficulties engendered by the slow-down in 

the North. In the latter region, for instance, developed coudtries' GDP grew at less than 

one per cent in 1975, with a decline of 1.2 per cent in HVA in this regior. The present crisis, 

however, ia one that the developing countries have not t.een able to avoid, and the con<oequences 

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 an~ 1981 the growth was only 

3.5 per cent per annum. It did not increase a~ all in 1981 and actually declined in 1982 by 

betwer.n and 2 per cent. The slow growth of the econo.nies of the North has had a severe impact 

on demand for commoditiea, and prices l')f these have fallen sharply. The developing co1mtrie' 

term1 of trade fell in 1982 for the fifth consecutive year. Growing protectionism, fuelled by the 

current reces11ion, has meant also that pene~ration of the markets of the North by manufacture~ 
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export from developing countries has also beoi!n slowed. The Wor·1d Economic Survey 1983 26 / notes 

that many new protective measures were introduced in 1982. The decline in total export earnings 

of the developing countries, combineJ with the severe pressure on their balances of payments by 

the present crisis, has in turn, led many of them to re~uce 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 

f inane ia 1 system. The ind us trial ized countries have been ab le to increase the price of their 

manufactured goods sufficiently to pay for the higher cost of their energy imports. But the 

energy importing developing countries have not been able to do so, their terms of trade have 

suffer~:! because the prices of connnodities have declined and their expo;:ts 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 r..:lieve this pressure, it has been necessary to resort to borrowing or. connnercial 

terms. This is because no other course was op~n; the volume of ODA, which grew at 4 per cent per 

annum in real terme 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 count.:ies in the late 1970~, and an 

increase of 25 per cent in 1981, this has nevertheless been at a level altogether inadequate to 

meet the pressure on the balances of payments of the South. Thus, the vain source of fur.ds has 

been the international capital markets. Trese seemed attractive so long as interest rates were at 

a reasonable leve 1, 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 numbec ot countries. Again, migrants' remittances, which had 

been for selected developing countrie~ an important source of foreign exchange, also saw 2 decline 

as activity decreased in industrialized countriPs. 

27. In their replies to UNIDO during the third monitoring exercise, the respo~se 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 r<.ces:;ion 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 ti> economic growth. But the developing crisis of 

recent years, as much as the catastrop!.ic performances of 1982, has begun to induce a reas~essment 

of both national and international policies for industri~lization. 

28. This also was a finding of the High-level Expert Group Meeting 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 l990s, it was agrP.ed that they must re-examine existing policies and introduce 
new ones in correspondence with the new macro-ec.onomic realities of the world economy.'"l.!.../ 

29. The prese!lt recession has zxposed the dependence of developing countries on the North, for the 

impact on them has been far more i.evere. It has a ho, there fore, exposed the weakness of 

strategies of industrialization •.rhich are too closely linked to exports (whether of primary 
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comM>ditiea or manufacture:a) to developed countriee, since these int:vitably 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-operation among 

developing count•ies theaaelves. 

V. Industry in the remainder of the Decade 

30. The International Development Strategy for the Third llevelopment Decade, in its goals and 

objectives, has concisely set out a growth path for the developing countries up till 1990, and it 

is a path whi:h represents a significant step towards the achieve-nt of the Lima target. The 

assumption therein, of a 7 per cent annual average growth rate in GDP of the developing countries 

was based upon an analysis that a3sumed a reasonable gro~~h 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 co~straints upon consumption, it would 

not be unduly limited by the relatively modest expectations for agricultural growth in ~evel~ping 

countries, and it would allow a reasonable level of assistance fr<>11 developed to developing 

countries in the process. The International Development: Strategy thus represents a harmonious 

growth path which can to a considerable degree transform the present li"kage between North and 

South from one where receasion in the North is distributed in a more intense form in the South 

into one through the O?eration of which both North and South grow at substantial rates. 

31. The forthcoming issue of the Industrial Development Survey notea 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 shift3 in structure 

in final demand with higher income levels 6way from manufactured goods. Manufacturing growth in 

the centrally planned economies can also be regarded as unlikely to match pr·~vious 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 tile manufacturing sector :is soc iated with 

intermediate levels of per capita income and also the dependence, of those developing countl"ies 

which have adopted outward-looking strategies, on the developed 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 ia necessary for the progress of 

the world e~onomy it i1 by no means a sufficient condition. The need is for policies which are 

co-ordinated i"lternationally, and which recognize two key featurea. of the world economy: its 

interdependence and it1 changing structur~. 

33. At present, the developing countries have a very sma 11 amount of industry, even though they 

have pressi~g needs for manufactures a1 well as for overall development. As such they offer the 

potential of a greatly expllnded world market. In addition they have a comparative advantage in 

many fields of production, the exerci11e of which is pre•1ented by the present structure of the 

world economy, as well as a wealth of natural resources of many kinds. Since there are enormous 

di11imilarities in the factor proportions of production activities between developed and 
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developing countries, a gradual transfer of capital input e1pecially in the fona of industrill 

production capacity, vould iaprove the aarginal productivity in all economic inp•1t1 in both groups 

of countries. Under nev co-operative arrangeaenta, both the developed and the ~eveloping 

countries would ber.efit frata an expanded industrialization in the South. It.a the Strategy notes 

" ••• acceleraterl development of developing countrie1 is of vital iaportance for the steady g1.:iwth 

of the world economy a;1d essential for world peace and atabi lity". 281 

34. The Strategy was conceived and adopted in a time of increasing difficulties in the world 

economy. Ad has been seen, these difficulties have not been resolved in the first years of the 

Third Development Decade. But the stateaent in the Strategy re-ins relevant that "th£ cu:-rent 

economic difficulties should not deter the world co-unity fro• the iaperative to restructure 

international econolilic relations". 79 / Industrialization uf the iev~loping countries can be an 

integral part of such restructuring, botia benefiting from it and .. 1tL:g a -jor contribution to it. 
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