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EXECUTIVE SUMMARY 

The Global Forum on Industry: Perspectives for 2000 and Beyoud, meeting at 
New Delhi, India, from 16 to 18 October 1995 to consider the long-term impact of 
current economic and technological trends on world industry, and the; policy and strategy 
implications for Governments and industry, reaffirmed the continuing need for industrial 
development as a central element of international community concern. The Forum 
adopted conclusions and made recommendations in eight areas, as set out below. 

Future of w-orld industry 

The Forum considers that rapid industrialization "ill continue to be the main 
engine of growth in developing countries and transition economies for several decades 
to come. Throughout the coming decades, industrialization will remain a unique solution 
and basic developmental goal for developing countries and a key objective of global 
development. These years will be a period of increasing interdependence of countries 
and markets. Accelerated industrialization of developing countries must remain an 
essential prerequisite of socio-economic transformation, and a crucial tool for reducing 
unemployment, poverty, social tensions and potential conflict in the global economy. 
Attempts to belittle the importance of industrialization in developing countries contradict 
common efforts towards global interdependence, partnerships, solidarity and prosperity. 

In developing countries as a whole, manufacturing value added (MV A) is 
expected to grow at twice the rate of world gross domestic product (GDP), by almost 7 
per cent annually. This will raise their share in world MVA to over 30 per cent in 2005. 
Developing countries will also raise their share of world manufactured exports from 24 
per cent in 1995 to over 35 per cent in 2005. However, nearly all the increased growth 
will be accounted for by dynamic countries in East and South Asia. 

This region. as well as some countries in Latin America, can anticipate continuous 
high growth rates. In a large number of developing countries, however, the pace of 
industrial growth will continue to be unsatisfactory. The Forum is particularly concerned 
that there may be only marginal growth in sub-Saharan Africa and the least developed 
countries. Unless major economic and industrial transformation can be brought about, 
many of the poor countries of today may be as poor or poorer at the end of the next 
decade. The Forum therefore underlines the importance of industrial growth, 
diversification and dispersal as the principal means of creating new jobs and incomes in 
less developed regions. Special attention and a separate approach is needed to 
accelerate industrial growth in such countries. The process of industrialization requires 
that the transition phase from low to high technology be properly managed in order to 
avoid increasing unemployment and widening income gaps. 

The Forum considers it imperative that a new dynamic approach be adoptec! to 
accelerate the pace of industrialization in developing countries and transition economies, 
within a framework of private sector development and increased export orienta~ion. 
Market-friendly interventions in the form of policies and institutional support will be 



\l 

necessary to correct market failures and shoncomings. Such support functions must be 
provided at the local. State and international leve!. 

The future gro\\1h of the world economy, and of manufacturing and services. v.·ill 
be largely skill-based. To reduce their initial handicaps, developing countries \\ill need 
to concentrate on the development of human resources. new technological skills ·md 
innovative capability. At the enterprise level these aspectc; will be essential for 
competitiveness. Availability of skilled human resources and a supportive social 
infrastructure will be key determinants of an enterprise ·s ability to compete and thrive. 
Human resource development prngrammes suited to their needs have to be undertaken 
by developing countries, v.ith proper support frnm inttmational bodies and private 
investors. 

Developing countries' indus!rial growth will also need to be sustained and 
supported by suitable physical infrastructure and maintaining the pace of liberalization, 
deregulation and open trade. 

Globalization and industrial partnerships 

With the internationalization of communications .and markets, the glot.tlization 
of industrial activities will increase significantly during the next decade. Firms in 
developing countrie~ mus~ adjust to the realities of a global market for most products 
and servi..:es, and the need to compete in a global arena. While the liberalization of 
trade will make it easier for them to operate internationally, they will have to develop 
the necessary competitiveness, access to additional investment resources, and the 
technological and market linkages required to achieve rapidly changing products and 
services of high quality. 

De\elopiI1g countries and e.;onomies in uansition will need to be integrated into 
global production and marketing more effectively than permitted in their current 
relations with global corporations. Foreign direct investment, especially through the 
subsidiaries and affiliates of large corporations, v.ill remain crucial to some countries and 
branches of industry; for example, countries with large potential markets and supplies 
of scarce raw material or cheap semi-skilled labour. Foreign direct im'estment will 
continue to be needed to cover investment gaps and to ensure the associated inward 
flows of technology. Increasingly, however, foreign direct investment will take place in 
the context of ihe provisions of the Uruguay Round agreements on trade-related 
investment measures (TRIMs) and trade-related aspects of intellectual property rights 
(TRIPs). 

Alternative forms of participation must be developed for and by countries where. 
despite policy liberalization, foreign direct investment is likely to remain inadequate 
during the next decade, i.e. countries whh limited internal markets. no major comparative 
advantages or economic policies preventing the full exploitation of comparative 
advantages. These alternative forms include joint ventures \\ith minority foreign 
holdings, non-affiliate technology Iicensir.g, use of trade marks, technical and research 
services and 0ther contractual arrangements. Such forms of participation may he 
preferred by local industrial enterprises and groups in countries \\.ith well-developed, 
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private sector entities and capital markets. There will al~o be considerable potential for 
the division of selected production functions in s11ch industries as capital goods and 
consumer durables such as automobiles and electronic products. and aerospace. Because 
of the rising cost of industrial research. tbere will also be considerable potential for 
contractual industrial research in developing countries and transition economies. A 
common f ea tu re in all the alternative forms of participation will be ownership and 
control by local partners. 

National firms must be adequateiy developed and have the necessary financial and 
technological support to globalize their activities for specific product groups or industry­
related services in particular f!elds. These local enterprises must be able to take the 
initiative in locating suitable foreign partners and to determine the pattern of foreign 
participation. Governments should be able to promote such partnerships through the 
development of information systems. National firms must also be able to determine, on 
the basis of comparative advantage, which functions would be best undertaken abroad. 
and which at home, and whether research and innovative capability should be developed 
internally or through external partnerships and linkages. 

In some countries 1Nhere local entrepreneurship has been lacking in the past. a 
new class of entrepreneurs must be created for the future. Institutional support should 
be provided to local enterprises in areas of specialized skill development. managerial and 
organizational change and technology absorption and adaptation. Institutional facilities 
should provide for standardization, quality certification and applied research, including 
research in areas invol\·ing generic technologies. 

In countries with 3. developed private sector anci adequate facilities for finance. 
technology and export marketing, local enterprises will increasingly seek partnerships and 
strategic alliances rather than foreign direct investment. This, too, will reGuire extensive 
institutional support. 

Industrial implications of liberalized trade and investment 

The Uruguay Round agreements on global trade liberalization will have far­
reaching effects on industrialization in all trading nations. They will both liberalize and 
expand global trade, and increase global interdependence. The principal gains will 
accrue to developed economies comprising the major trading nations and a small number 
of developing countries. The Forum considers that there will be considerable potential 
for semi-industrialized developing countries to increase their share of world trade. In 
the short run, however, the impact of the agreements on many developing countries may 
be negative because they vlill lose their preferential trading arrangements. Careful 
assessment is required at the country level of the full implications of the agreements for 
industry and the necessary adjustments, which will be substantial in industrial strategies 
and enterprise-level restructuring. 

The impact of the performance requirements in the agreement on TRI Ms and the 
ensuing constraints will also he significant for the more advanced developing countries. 
res11lt!ng, for example, in higher import bills for sub-assemb!ies and spares. The 
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agreement on TRIPs will impact on the transfer of technology to developing countries, 
especially in pharmaceuticals a.,d biotechnology. 

The Forum considers that global trade liberalization will particularly challenge the 
African. Caribbean anri Pacific (ACP) <itates whose trade preferences \\ill be 
progressively eroded. To compete in open mark~ts, they will need to raise the efficiency 
and competitiveness of their manufacturing sector, particularly their small and medium 
enterprises (SMEs). They will also need to adopt a more export-led strategy and 
promote effective regional and subregional cooperation in order to enlarge the size of 
their markets and they will require structured access to inputs and technology. This \\ill 
require close interaction between the private sector and the Government and. in many 
cases, support from international organizations. 

Least developed and ACP countries, often with weak industrial bases, must 
improve their c-c1.pacity to identify and support sectors, sub-sectors and products with 
export potential. Their firms will need to estabiish production and marketing capabilities 
in new markets. For this, policy and institutional support will be needed to improve 
producth.ity, quality and standards, marketing, human resource development information 
and access to finance. 

All developing countries should be sensitized to the implications of the Uruguay 
Round agreements and the environmental, health, safety and technical standards 
essential for obtaining and maintaining their access to global markets. 

Regional and subregional cooperation will be necessary to enhance market size. 
Regional agreements need not be inconsistent \\ith global trade liberalization, but they 
should not develop into new forms of protectionism within each region. In particular. 
the anti-dumping provisions in the agreements should not lead to protectionist abuse. 

Crucial role for technology 

The Forum highlights technology as a core competence necessary for achieving 
competitiveness. It must be based on integrated development efforts and capabilities 
that can be used in different market conditions. Such competitiveness is necessary in 
both internal and external markets. 

Concepts and approaches relating to technology development and transfer must 
be viewed in a new context encompassing rapid changes in technology itself. economic 
and industrial developments, new forms of enterprise-level cooperation and the changed 
intellectual property regime. Technology strategies range from absorption and 
improvement of traditional technologies to technology-intensive manufacturing based or 
recent advances in science and technology. 

Tti;. Forum underlines the importance of new generic technologies such as 
informatics, biotechnology and new materials, which are creating new industries and offer 
scope for improvements in a wide variety of ~ectors. Based on science, generic 
technologies call for long-term capacity-building in both scieni:.:: and iechnology. Full 
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recognition of the technology factor in industrial development and competitiveness, often 
overshadowed by industrial and financial developments. is an urgent necessity. 

The Forum recommends that all countries, particularly developing countries. 
formulate and implement national programmes for technological competitiveness. Such 
programmes v1ill vary according to national conditions. address governmental-. 
institutional- and enterprise-level actions, and extend over three to five years. 

National programmes must incorporate a vision of the country concerned with 
technology as a determinant of competitiveness. This would include: (a) technology 
upgrading in the context of a comprehensive understanding cf manufacturing technology. 
design, distribution, organizational factors and managerial approaches; (b) technology 
management; and (c) innovation as the engine of competitiveness, including 
entrepreneurship development, strategic alliances and technology acqui~ition. The point 
of departure would be to address the needs of enterprises and to promote interaction 
between them. 

Technological skills, upgrading and innovativer. ~ss at the enterprise level will 
determine the competitivity of new products, processes and organizational structures. 
A shift to flexible manufacturing and the use of modem organizational and management 
techniques will be crucial also for developing countries and economies in transition. In 
an increasingly competitive environment, they must develop a new technological culture 
that integrates specialized training programmes, new technologies, product and process 
innovation and that focuses on the requirements of export markets. 

Environmental challenges 

The Forum considers that the emergence of stricter environmental requirements 
could po.;e a threat to the competitive position of certain resource-intensive and 
pollution-intensive enterprises. Some enterprises and sectors are in a better position to 
cope. For others, particularly SMEs, e:ven marginal increases in their costs could be 
fatal. This need not, however, be the case if preventiv"" measures are adopted by 
industry early on. If the policy thrust is on curative measures, strict environmental norms 
and legislation will adversely affect the competitive position of an enterprise. If, on the 
other hand, government and corporate policies are geared towards preventive measures, 
competitivity will be strengthened. At the policy level, there is a need to intro~1uce 
economic incentive structures to complement traditional command control measures. At 
the company level, wider application of cleaner production techniques and use of 
environmental mana~ement systems are e~5cntial tools for meeting environmental 
protection challenge;,, for ensuring ongoing compliance with national and international 
requirements and for continually improving environmental performance. Technical 
assistance and services for the application of cleaner production techniques is essential 
for small-scale industries that are constrained both by a lack of information on, and 
awareness of, the financial and environmental pay-offs of cleaner production as well as 
by a lack of easy access to such technologies. 

Developing-country exporters may perceive the emergence of non-tariff and 
market barriers such as eco-labelling as threats to their competitivenelis and export 



earnings. Many countries lack peninent information and the infrastructure (certification 
and accreditation bodies) essential to qualify for many eco-labelling schemes. Their 
firms have limited access to cleaner technologies and may thus incur high compliance 
costs in meeting eco-labelling requirements. The gro\\ing use of process criteria for 
awarding eco-labels is likely to acce1~tuate ti1is problem. A concerted effort is needed 
to meet the problems that may be posed by ISO 14000 emironmental standards. It i5'. 
also necessary to ensure closer cooperation between Governments and the international 
community v.ith respect to the mutual recognition of international standards. 
cenification. equiv2~::ncy and transparency. besides technical assistance to ensure that 
eco-labelling does D('t become a significant barrier to trade. 

There is an urgent need to establish cenification centres and accreditation bodies 
in exporting countries to pro\'ide easy and inexpensive access to internationally 
recognized certification schemes based on mutual recognition. The centres. which may 
be set up with private participation. can be an important fo::us for multilateral assistance. 

Employment and social aspects of industrialization 

As emphasized by UNIDO at the World Summit for Social Development in 1995. 
economic development and more specifically industriai expansion and diversification are 
a necessary, albeit not sufficient, condition for social development. Social development 
is hardly possible without industrial development. The creation of new ew:iloyrnent 
opportunities must continue to have the highest priC'.,..ity in the grov.th programmes of 
most developing countries. The growth of manufacturing industry. especially at the level 
of SMEs. is crucial to the generation of employment, however, the environment will be 
increasingly competitive. Technology and the commen~u:-Jte human resource 
development will play an important role. Strategies to exploit the benefits of 
industrialization in this way must seek both efficiency and equity. Nevenheless. LO 

reduce poverty effectively, such strategies must be accompanied by measures in other 
areas such as education. health care. social services and family planning. 

At the same time, diversification and restructuring of industry in order to meet 
changing market demands are inevitable. Governments must identify those sectors likely 
to be significant in the futur~ and the associated training required to equip workers and 
manager~ with new skills and attitudes thus creating an industrial environment that can 
respond rapidly to changing opponunities. Where possible, social safety net~ should be 
created in conjunction wit~. policies for restructuring industry. 

Policies will need to be country-specific, not follo\\ing any unique pattern. While 
export orient?t; ... m proved to be an excellent way of leading the gro-w1h that took root i;i 
some countries of South-East and South Asia, networks of small and micro-enterprises 
initially geared 'O domestic consumption may be better for sub-Saharan Africa, the 
Ca·:ibhean and the Pacific. In countries with a large population such as China. Jndia and 
Indonesia, both approaches may be necessary. Where such a twin-track strategy 1s 
appropriate, it should be wdded into an integrated policy framework. 

Micro-enterpri~es are especially important and need comprehensive support and 
a!isistance. The aim of policy, however. mu!it be to create employment and to enable 
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such enterprises to compete on an equal footing v.ithout being unduly dependent on 
support. Such suppon should therefore be discriminating and be valid for a limited time 
period only. Specific programmes offering information. technology suppon, access to 
credit and market identification are required for micro-enterprises operated by 
disadvantaged groups, especially women. 

At the broad policy level, industrial policies should counteract a t~ndency for 
income inequality to increase in the initial stage of industrialization, and for certain 
regions to benefit preferentially, as industry grows. They should also resist any bias 
towards capital-intensive solutions, which are inappropriate in countries shon of capital. 
Counter-measures include stronger equity provisions and strong promotion of small and 
micro-enterprises. 

Empioyment as a basic policy objective can be best realized through the use of 
optimal technology, organizational forms matched to national needs, and the 
development of sectors with ample oppont!nities for employment generation. While 
mechanization may be inappropriate in countries where markets are small and demand 
limited, a balanced pragmatic approach would all0w the use of the latest techniques 
essential for enhancing product quality. As industry adval!:es, technology upgrading 
should be undenaken venically, avoiding sectors where expertise is insufficient. 

Changing role of Governments 

With increased market orientation, and the globalization and liberalization of 
trade and investment. the role and functions of many developing-country Governments 
are undergoing considerable change. In several ways, Government has to play a reduced 
role in O\\'nership and levels of intervention in industry. Neven!1eless, the Forum 
considers that Governments need to retain their role and functions in industrial 
restructuring and development. The precise role will vary from country to country but, 
in general, the prevalence of market failures will mean that the Government may need 
to provide institutional suppon for industry in terms of entrepreneurship development, 
standards and quality control, technology information, and re-search and development. 
It is vital that institutions in these fields are fully responsive to the needs of industry and 
benefit from :ncreasing private sector participation. 

It will also be necessary for Gcwernrnents in developing countries to undertake 
a more challenging and comprehensive role in rural industrial development, in 
collaboration with the private sector. 

ln view of the special problems facing African countries, the Forum endorses the 
recommendations made at the twelfth session of the Conference of African Ministers of 
Industry (Gaborone, Botswana, June 1995) calling for dynamic action-oriented 
programmes by Governments for competitive and sustained industrial growth. The 
manifold constraints facing sub-Saharan African countri~s mean that major changes in 
their industrial structure may have to be made largely through programJT1es to develop 
SMEs. The policy objecti've should be to create a new ciass of entrepreneurs and a 
skilled labour force, and to develop the technological capabilities to manufacture non­
traditional products in new areas where local enterprises can achieve a comparativt 
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advantage. Governments will of necessity have to take the lead, in conjunctiOii with the 
private sector, and whern appropriate in consultation with international organizations and 
donor agencies. 

International cooperation for industry 

The prospective competitive structure of g~obal industry highlighted in the Forum 
v.~i!l necessitate major changes in the pattern of international industrial cooperation, 
particularly in the role of UNIDO. Increasing privatization, globalization and 
liberalization of trade and investment will add to the complexities of global 
industrialization, which will require increased specialized assistance on the part of the 
Organization for developiilg countries and transition economies. The Forum considers 
that such assistance should be more sharply focused on enhancing private sector 
participation, market orientation, competitiveness, industrial partner~hip and 
interdependence in selected subsectors. 

The rapid pace of technological change and its impact on globalization and the 
emerging pattern of global industry underline the need for periodical ::i.ssessments of key 
issues and trends in gro~th. The Forum considers that such assessments must be 
undertaken by UNIDO as part of its role as an international forum for industrial 
development. This role should encompass identifying and resolving common proble~, 
exchanging experience on alternative policies and strategies, developing appropriate 
measures such as benchmar~ of industrial progress and activities, and strengthening 
measures to promote enterprise-level linkages, partnerships and strategic business 
alliances. UNIDO's normative function will be important for the development of 
international standards and norms. 

The Forum considers a second major role of UNIDO to be the provision of 
specialized services to promote and sustain industrial growth in developing countries and 
economies in transition. These services should extend from policy advice to technology 
m~.nagement and transfer, development of institutional capability in standards and 
certification, promotion of industrial partnerships, alliances and linkages, development 
of human resources and support for compliance with international conventions and 
standards. 

Noting the ongoing reform process in UNIDO including the five development 
objectives and seven major programmatic themes, the Forum considers that the 
Organization will have an increasingly vital role to play in privatization and enhancing 
the performance of the private sector. Its assistance should strengthen market forces and 
private enterprise, and improve the efficiency of markets through dissemination of 
information, diffu!'ion of technology, upgrading of skills, enhancement of competitiveness, 
twinning of potential partners, promotion of SMEs, support for rural industrialization and 
promotion of investment in industry. The Forum considers that UNIDO has significant 
comparative advantages in developing the related institutional support systems and 
industry-related services. 

The Forum ts concerned that while the demand for UNIDO services is !iubstantial, 
its resources are becoming more limited. Lack of funding prevents the implementation 
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of a large number of projects called for by developing countries and transmon 
economies. Thus, additional funds must be generated, and new mechanisms for the 
moi:>ilization of financial resources including from the private sector will need to be 
promoted. Although an intergovernmental organization. UNIDO will need to work more 
closely with the private sector. including transnational corporations. to promote 
industrialization in developing countries. Increased globalization implies both 
cooperation and ~ompetition with the private sector, keeping in mind the developmental 
role of UNIDO. It is equally imponant to identify what UNIDO can do that other 
organizations are not doing in areas of vital importance to industrialization. 

The Forum suppons the priority that UNIDO is according to Africa in its 
programmes and services and underlines the importance of South-South cooperation in 
the context of the increasing success of some developing countries. CNIDO services are 
needed by African countries and other least developed countries for restructuring their 
economies, institution-building, regional and subregional cooperation. private sector 
development and industrial restructuring and rehabilitation. 

The Forum agrees that new initiatives will be required. Among them could be 
the re-establishment of a speci :.i1 advisory group of Government officials, industrialists, 
acactemics and consumer organizations to advise the Director-General, and the 
establishment of business-industry councils in various sectors. National committees in 
developing countries could also make a useful contribution to the work of the 
Organization. along with the appointment of "ambassadors" for industry in various fields. 

The Forum considers it essential for UNIDO, which is facing considerable 
financial uncenainty, to ensure that its services are more sharply focused than ever and 
that its functions and core expertise are clearly defined. It is noted that endeavours in 
this direction are currently being undertaken and will be continued with streamlined 
procedures, decentralized decision-making and a lean organizational structure as major 
features. 



I. ORGANIZATION OF TIIE FORUM 

A. INTRODUCTION 

1. The Global Forum on Industry: Perspectives for 2000 and Beyond, organized by 
the United Nations Industrial Development Organization (UN1DO) in cooperation with 
the Government of India, was held at New Delhi, India, from 16 to 18 October 1995. 
Almost 120 representatives from 43 countries participated in the Forum, including policy 
makers, indmitrialists, academics and experts on various aspects of industry and 
technology. A list of participants is contained in annex I. 

2. Following the inauguration of the Global Forum by K. Karunakaran, Minister for 
Industry, Government of India, and the keynote address by Mauricio de Maria y Campos, 
Director-General of UNIDO, the Forum held its first plenary session in the morning of 
16 October 1995, which was followed by a general discussion of the principal issues to 
be coverect by the Forum. A full text of the speeches is contained in annex II. From the 
afternoon of 16 October to the evening session of 17 October, the participants met in a 
series of panel meetings dealing with key issues relating to industrial growth and the 
principal factors impacting on industry during the next decade and beyond. The panels 
dealt with the following specific issues: 

(a) The state of world industry and outlook for 2000 and beyond; 

(b) New technologies, innovation and competitiveness; 

(c) Globalization and industrial partnerships; 

(d) Global trade liberalization: Implications for industrial restructuring; 

( e) Industrial policy reforms: The cha1iging role of Governments and private 
sector development; 

(f) Environmental policies and industrial competitiveness; 

(g) Employment and social aspect of industrialization; 

(h) Industrial development and international cooperation: The future role of 
UNIDO. 

3. The programme of work and a list of chairpersons, vice-chairpersons and 
rapporteurs for each panel are given in annexes III and IV. The Forum had before it 
a document prepared by UNIDO entitled "Perspectives on industrialization: Global 
industrial partnerships, interdependence and competitiveness" (ID/WG.542/l(SPEC.)) 
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and a set of issue and background papers which are listed in annex VI. In addition to 
!he panels, a special session on the future role and acti\ities of l.J~IDO was convened 
by the Director-General of L"I\IDO. 

4. The conclusions and recommendations of each panel were presented at the 
second plenary session of the Global Forum on the morning of 18 October 1995. After 
a general discussion and review of each of the panel reports, the reports were adopted 
by the Forum. with the necessary modifications. The draft report of the Forum and the 
conclusions and recommendations on the issues covered by the various panels were 
submitted to the third plenary session and were approved by the Forum on the afternoon 
of 18 October 1995 and incorporated in its final report which was subsequently adopted. 
After the adoption of the report, the Forum was declared closed by the Minister of State 
for Industry of the Government of India. 

B. OBJECTIVES 

5. The objectives of the Global Forum were to assess the role of industry in the 
process of socio-economic development and to analyse the trends and prospects of 
industrial growth during the next decade and thereafter in the light of contemporary 
global economic developments. World industry is undergoing significant change \\ith the 
shift to iocreased market orientation and emphasis on private sector development in both 
developing countries and economies m transition. This process has already brought 
about much greater complementarity and interdependence in industrial activities in 
various countries and regions. At the same time, a series of far-reaching global 
economic developments are taking place, which will have a major impact on and 
consequences for the pace and pattern of industrial activities during the next decade and 
which highlight the next few years as a major and decisive turning-point in global 
industrial relationships. The most important factor has been the continuing technological 
innovations and developments that have not only brought about the globalization of 
communications and markets but are also having a considerable effect on the 
globalization of production and services in various fields. A fast-growing range of new 
products and processes have emerged in informatics, bio-technology and new materials 
that are both research-intensive and subject to rapid change. Technological 
developments are also having a growing impact on manufacturing techniques and 
processes ranging from increased automation 10 varying degrees of flexible manufacture, 
combined with new organizational strategies aimed at ensuring greater flexibility and 
faster response to changing demands and situations. 

6. Increased globalization of production has been combined \\ith major 
liberalization of trade as reflected in the Uruguay Round agreements on global trade 
liberalization on the one hand, and the policy reforms undertaken in most developing 
countries for the liberalization of domestic and foreign direct investment, on the other. 
It is also increasingly recognized that social aspects and environmental norms must be 
narmonized \\lith those of industrial grov . .-th in various sectors of production. 
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C. OPENING STATEME~'TS 

Inaugural address 

7. Delivering the inaugural address on the occasion of the Global Forum on 
Industry, K. Kanmakaran. Minister for Industry of the Government of India. stated that 
UNIDO represented a powerful and dynamic catalyst for ushering in industrial 
development in the less developed nations of the world. UNIDO was playing an 
increasingly indispensable role in providing the platform and the expenise to address the 
problems of underdevelopment and in assisting in the social. economic and 
environmental adjustments required to attain a smooth and healthy transition to 
industrialization. He expressed appreciation for the imponant initiatives being taken by 
UNIDO in focusing the world's attention on a number of issues that would have a major 
impact on the development and well-being of developing countries up to the year 2000 
and beyond. 

8. The Minister expressed concern that, at a point when a more dynamic U1'IDO 
was needed. there had been a reduction in the funds available to the Organization to 
assist in the process of development. The steady decline in the availability of funds had 
severely !tampered technical assistance to Meml>!r States. The Minister appealed to the 
developed countries of the world to arrest that trend and to contribute substantially to 
replenishing the resources of UNIDO. 

9. The Minister suggested that two comprehensive issues be given prominence during 
the discussions in the Global Forum: employment and the social aspects of 
industrializ.ation, and environmental considerations. He said that all labour markets 
nc::eded to become more transparent even though significant progress had been made 
recently. Market restrictions were being rapidly reduced, allo\\ing capital the freedom 
to be invested in sound economic propositions. There was no reason why labour ought 
to face a different criterion. On environmental issues. the Minister stated that there 
should be a harmonious balance between development needs and environmental 
imperatives. 

Keynote address 

10. The Director-General of UNIDO, on behalf of the Organization, expressed 
sincere appreciation to the Minister for Industry and the Government of India both for 
co-sponsoring the Forum and covering the local costs of most of the pankipants. He 
noted that industry was an indispensable vehicle for the technological development and 
modernization of developing countries, and industrial development must constitute a 
crucial element of any development strategy. He also expressed concern, however, that 
some industrialized countries appeared not to appreciate that critical need. The 
emphasis given to social issues and poverty alleviation often ignored industrial gru\\lh 
as the principal means of creating jobs and increasing incomes. He warned that attempts 
at the international level to underplay the need for industrialization in developing 
countries were not only short-sighted, but could result in unnecessary confrontation and 
conflict in the coming years. 



IL He urged that it must be recognized by the international community that the 
process of industrialization was \ital for de,·elopii'lg countries. That would necessitate 
strategie~ to cover market failures in those countries. in add;tion to a greatly eA-panded 
programme of international resource support. Such support would have to cover not 
only increased investment and te~hnology flows. but also the development of institutional 
and technological capability that was imperative for the development uf an industrial and 
teclmological culture in developing countries. 

I~. The Director-General said that the complexities of industrial gro\\th during the 
coming decade and beyond highlighted the continuing necessity of providing specialized 
industrial services to developing countries and transition economies. The role of C~IDO 
needed :o be considered by the Forum in that context. As a result of its extensive 
restructuring and reforms. t;NIDO was uniquely suited to meet fully the demand of its 
Member States for such specialized seIVices currently and in the coming decades. 

13. The Director-General emphasized that, in the past decades. there had been 
sufficient evidence to confirm that industrialization continued to be a strategic force for 
long-term. economic and social development and that process was possible through the 
political will and the joint efforts of the various sectors of society to formulate and 
implement within a market-oriented framework, strategies and policies for rapid and 
sustained industrial and technological development. East Asia had been the most 
important scenario of such consensual visions and achievements. It must be recognized 
that there were no miracles or recipes. India, the new rising industrial star, was very 
conscious of the efforts required. The years ahead posed enormous challenges to 
industrialization and development all round the world. especially for regions and 
countries that had been falling behind, the Direct,>r-General concluded. At the same 
time, the corning decades would pose a challenge of co-responsibility for all countries. 
particularly those already enjoying higher levels of induMrialization. development and 
well-being. He said that future markets. future investment opportunities and future 
peace and stability would depend on effective recognition of that international 
interdependence. It would depend also on an imaginative programme of action for 
global industrial partnership. the design of which was the challenge facing the Forum. 

D. PERSPECTIVES O~ l~DUSTRIALIZATION 

14. The report prepared by CNIDO entitled "Perspectives on industrialization: 
Global industrial partnerships. interdependence and competitiveness" prepared by 
t:NIDO was presented by Rana K. Singh. representing CI\IDO. who explained that the 
report assessed the major trends in gro\\1h and the principal global economic factors 
expected to have an impact on industrial development during the coming decade and 
beyond. 

15. The projections for growth had revealed that. for the first time. the focus of 
accelerated gro\\th of gross domestic product (GDP). manufacturing value-added (~VA) 
and export of manufactured products would shift to East Asia be'=ause of the continuing 
remarkable gro\\th of the newly industrializing economies of the region. including China. 
At the same time. the pace of indu~trial gro\\1h in other developing re3ions would 
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continue to be very uneven. It would be a matter of gro\\ing and disquieting concern 
that many of the currently poor countries would remain so by the end of the next decade 
unless major economic changes could be achieved. Basic social objectives and poverty 
alleviation could only be effectively tackled through the creation of new jobs and incomes 
as pan of the process of industrial growth. The global industrial scene had undergone 
a major transformation in the last decade. The most important de\·elopments had been 
in technology. p~rticularly in informatics. biotechnology and new materials. Those 
de\·elopments. ~·":nbined \\ith biobalization. trade liberalization and emironmemal 
norms. had bro:~,;ht about fundamental changes in the future pattern of industry. Those 
issues require<.. a changing role of the State. both for developing an intc1::cJ.tional 
competitive capability for local industry and ensuring that the broader socio-economic 
goals of industrializati'>n were achieved. 

16. Several specific issues would need to be considered under each of those 
categories. The technology factor would certainly constitute a \ita! element of 
compeuuveness. Major emphasis had to be gi\·en io technology upgrading and 
adaptation. besides innovative skills and the development of a new teclrnological culture. 
The issue of globalization had to be viewed both in the context of national strategies and 
the operations of global corporations in certain countries. Foreign investment would be 
of crucial importance. besides alternative forms of external linkages. partnerships and 
alliances. The impact on industry of the Uruguay Round agreements was also expected 
to be very far-reaching. For most developing countries, particularly countries in Africa. 
the Caribbean and the Pacific, considerable restructuring of industry would be necessary 
in order for them to achieve competitive capability in selt:cted fields. The harmonization 
of emironmental objectives \\ith those of industrial gro\\1h would also have to include 
an a'lalysis of the implications of stricter em.ironmental standards. including eco­
labelling. It was also increasingly necessary to shift to the use of environmentally 
suitable technologies and cleaner production centres. The effects of global economic 
developments might require State suppon in selected fields where the market mechanism 
was inadequate. Such interventions should be essentially market-friendly and should 
support the growth of the private sector. and the development of the indigenous 
capability of local enterprises. The global pattern of industry would become increasingly 
complex during the coming decade. which would also necessitate increased assistance 
channelled through U~IDO in providing specialized senices for industry, ranging from 
advice on selective Gm'ernment support to the development of institutional facilities for 
quality production and technological development. A major catalytic and promotional 
goal must also be played by UNIDO to facilitate industrial linkages. partnerships and 
alliances and to assist in the development of closer relationships between Governments 
and industry. at both national and internation~l le\'els. \\'bile Ul'IDO would need to 
concentrate increasingly on African countries and the lea~t developed countries. it would 
also have to provide essential indu~trial sef\ices in middle-level and more industrial!\' 
advanced developing countries. particularly \\ith respect to technology upgrading. 
i11dustrial restructuring. quality certification and the development of external linkages of 
ir:dustrial cooperation. 
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II. CONCLUSIONS AND RECOl\tMENDA TIO NS 

17. On the basis of the issues considered by the Forum and the recommendations of 
its panels, the Forum arrived at the conclusions and recommendations set out below 
under the key and critical issues to which they relate. 

18. The Forum considers that, \\ith the growing impact of new technological 
developments and globalization. combined with the liberalization of trade and 
investment, the present period represents a critical stage not only for the assessment of 
industrial growth trends during the next decade but also for the pattern of international 
relationships between industrial institutions and enterprises in different countries. The 
Forum also considers it very opportune that such a conference of policy makers. 
industrialists, academics and industrial experts should be organized at this particuiar 
juncture to discuss the trends and impl!cations of the future pattern of industry, 
technolcgy and external trade especially for developing countries and economies in 
transition. The F(lrum fully endorses the coverage of the conference as focusing on the 
key and vital perspectives for industrialization including the outlook for world industry 
in the post-2000 period, the effects of technological developments on competitiveness, 
the trends in globalization and industrial partnerships, the need for industrial 
restructuring in the light of global trade liberalization anci the impact of environmental 
factors on competitiveness. The Forum considers that it will be necessary in the view of 
these critical global developments to assess the future patterns of industrial policy 
reforms and the changing role of Governments in developing countries and the need for 
the specialized international assistance that may be required by developing countries and 
transition economies. 

19. The Forum is of the view that, by bringing together representatives of 
Government, industry and academia from industrialized and developing countrie;, and 
economies in transition. it is also possible to focus on the growing interdependence of 
the global economy during the next decade and thereafter. At the same time, the Forum 
considers that it will be necessary to assess the role of national policies and institutions 
in bringing about the necessary corrections in market shortcoming.:; and also to ensure! 
that the socio-economic objectives of industrial growth, diversification and dispersal in 
terms of increased employment and inc~me in less developed regions are achieved to the 
fullest extent. While there wilJ undoubtedly be more intense global competition in most 
fields, there is enormous scope and potential for forging new industrial relationships 
across national boundaries. which will not only refll.!ct the growing interdependence but 
will also contribute to a further accentuation of this process. The present developments 
represent a great opportunity for stable industrial growth of the global economy and for 
a 'Aide range of partnerships. alliances and linkages between enterprises in different 
counrries. At the same time. the Forum emphasizes that the continuance of the existing 
uneven pattern of industrial growth between developing countries and the gro\11.ing 
indu!.trial and technological gap between industrialized and most developing countries 
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constitute a disquieting trend and provide poter.tial sources of tension and conflicts in 
the future. The Forum considers that it is imperative and vital that certain groups of 
countries do not become marginalized in their quest for socio-economic and industrial 
gro\\th and that crucial support, functions and sef\-ices are provided for this purpose. 
The conclusions and re~ommendations on the \\ide-ranging issues posed to the Forum 
\\ill assist policy makers in determining an integrated programme for accelerated 
industrial and technological development in developing countries and transition 
economies. together \\ith an appropriate framework of national policies and specialized 
international assistance that can be channelled through L'NIDO and international 
organizations. 

A. CRITICAL 1'"EED FOR ISDUSTRIALIZATIO:'\J 

20. The Global Forum is strongly of the ~iew that industrialization must remain a 
crucial element of any development strategy. The needs of and potential for 
industrialization in particular economies are closely interlinked \\<ith the socio-economic 
objectives of a comprehensive development agenda. Industry is the principal engine not 
only for economic growth but also for the modernization of developing countries and 
services. Industry is a seed-bt:d for entrepreneurship, a user of services, and a major 
source for the developmem of technological and managerial skills and capability besides 
enhanced product quality and productivity. The development of a promotional 
environment for private-sector industrial growth also constitutes a key instrument for 
promoting the socio-political involvement of the population in the development process. 
At the same time, liberalized economies, increased globalization of industry and 
extraordinary and rapid technological developments are leading co m2.jor changes in 
comparafr1e advantCige. As a result, industria~ growth in developing countries is likely 
to become increasingly complex and difficult during the next decade ar.d thereafter. The 
Forum also considers that, in all developing regions, major institutional changes and new 
strategies and mechanisms will be required for the successful integration of developing 
countries into the mainstream of international trade and investment and technological 
flows. Industrial policy reforms and the rok: of host Governments \\ill need major 
changes and adjustments to ensure that market shortcomings are adequately adjusted and 
corrected through appropriate policy interventions for improving long-term economic 
performance. Host countries must increasingly assume a leading role both in enhancing 
competitiveness and the increased export orientation of local enterprises, and in 
maximizing social welfare through the creation of new opportunities for increased 
employment and income. At the same time, the growing complexity of industrialization 
in the light of global economic developments highlights the need for specialized 
institutional support at the international level to pro"ide a range of technical servicP.s for 
accelerated industrialization and technological progress in developing countries. 

B. STATE OF WORLD INDUSTRY AND OUTLOOK FOR 2000 A."'iD BEYOND 

::!1. The Forum takes note of UNIDO projections of faster economic growth and 
industrial development in developing countries as a whole during the next decade ( 1995-
:mos ). ll1e faster growth of developing countries has been primarily achieved through 
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the rapid gro\\th of the manufal."turing sector in East Asia and stable gro\\th in certain 
Asian and Latin American countries. together \\ith the major exp2asion of export-; of 
manufactured products that has occurred. particularly from East Asia. \\ith the 
percentage of manufacturing exports to total exports increasing significantly. This has 
resulted in the fulfilment of the target set in the Lima Declaration and Plan of Action 
on Industrial Development and Cooperation adopted by th'! Second General Conference 
of UNIDO in 1975. The contribution to industrial production of developing countries 
nas incre~ed from 7 per cent in 1975 to 22 per cent in 1995 and even. by conservative 
estimates. is expected to exceed 25 per cent by the year 2000. While the share of GDP, 
\'IV A and exports of manufactured products \\ill increa;e substantially in developing 
countries. the share of developed countries is expected to decline. Economies in 
transition are expected to stabilize during the next decade and to register steady 
industrial growth thereafter. The gro\\th of manufacturing in developing countries has 
been very unevenly distributed and is a matter of gro\\ing concern. The gap between 
developing countries and between developed and developing countries in terms of per 
capita income and manufacturing output has \\idened considerably and it ·will be \.ital to 
achieve accelerated industrial growth in the developing countries and regions. particularly 
sub-S~har~n :\frica. which is lagging sig11ificantly behind. 

22. While world GDP growth is forecast to grow at over 3 per cent a year between 
1995 and 2005, MVA growth in developing countries as a whole is projected at almost 
7 per cent annually over the next decade. This \\ill increase the share of developing 
countries in MVA to 30.6 per cent in 2005 against 21.5 per cent at present. The Forum 
notes with appreciation that the developing countries will meet the earlier target set at 
Lima in 1975 of a 25 per cent share of global production by the year 2000. The 
developing countries are also expected to increase their share of manufactured exports 
from 24 per cent in 1995 to over 35 pP.r cent by the year 2005. It must, however. be 
pointed out that almost the entire increase in GDP, in MV A and export<; of 
manufactured prod11ct!: will take place because of the continuing remarkable growth of 
the newly industrializing economies of East Asia, including China. This region will 
become the focus of accelerated growth compared with other regions. The Forum 
considers it a matter of gratification that a group of developing countries is expected to 
achieve such singular success during the next decade. At the same time, the Forum 
notes. v.ith considerable concern, that the pace of industrial growth will continue to be 
unsatisfactory in ti large number of developing countries, with only marginal gro\\th 
projected in most of the sub-Saharan region. It is disquieting that many of the poor 
countries of today may continue to be as poor by the tnd of the next decade, unless a 
major economic and industrial transformation can be brought about. ll1e Forum 
therefore emphasizes the importance of industrial gro\\1h, diversification and dispersal 
as being the principal means for the creation of new jobs and incomes in the less 
developed regions. 

23. The Forum considers it imperative that a new civn1mic approach should be 
adopted to accelerate the pace of indt!strialization in <leveloping countries, within the 
framework of private sector development and increased export orientation. This would 
necessitate market-friendly intervention in the n:iture of incentives, especially during the 
present transition period, to bring ahout a more efficient allocation of resources. Glohal 
competition and domestic deregulation should reduce inefficient production and resource 
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allocation. Moreover. this may primarily nurture efficient production units, often \\ith 
a high capital and skill base. The development of technological capacity at the 
enterprise level constitutes a critical factor. It is crucial that the present transition period 
is fully utilized by developing countries to ensure rapid development of a competitive 
capability on the part of local enterprises. Market-friendly policy intervention and 
support functions must be provided at the local, State and intemationai levels. 

24. Past data clearly demonstrate that, given the ~onsumption pattern of most 
individuals and households. industrialization will be the principal engine of groY<th until 
a country reaches a threshold point of development in terms of per capita income and 
consumption of industrial goods. The consumption pattern may. in tht: future. have to 
be adjusted to developing-country needs and priorities. Most developing countries are 
expected to be in this industrialization phase for the next two to three decades. some, 
however, will reach the threshold point more rapidly and \\ill join the group of 
industrialized developed economies sooner. 

25. Developed countries are expected to concentrate to a greater extent on high­
technology production but even more on the sef\ice sector, where both the proportion 
of services to GDP and to exports are signalling a significant increase. 

26. \Vith increased global competition, only the most competitive technologies can be 
expected to survive. It is recognized that high-technology processes tend to be more 
capital-intensive. The proportion of high-technology manufacturing is increasin[7 in 
several developing countries and poses a key problem regarding the absorption of a 
growing labour force. During the transition period, it may be necessary for several less 
developed countries to concentrate on the absorption and adaptation of relatively low 
technology, with a higher labour-intensity and to upgrade such technologies and skills 
over a period of time, especially for developing an export capability. 

27. The future growth of the world economy and of manufacturing and services will 
be fundamentally skill-based. To reduce their initial handicaps, the developing countries 
'.a.ill need to concentrate on the development of human resource~ and on acquiring new 
technological skills and innovative capability at the enterprise level as these will be most 
essential for competitiveness. 

28. It Y.ill also be necessary for developing countries to augment their own savings 
base and, at the same time, to make the best use of capital by deregulation and 
competition. Because of highly developed communication technologies and systems, 
movements of capital globally have become extremely volatile. Developing countries will 
need to develop appropriate mechanisms to deal with such inward flows of portfolio 
capital. 

29. The early 1990s have witnessed a fundamental change in the global industrial 
infrastructure. It Y.ill be necessary to determine appropriate strategies for industrial and 
technological developmt;nt over a longer time perspective. The global industrial 
economy is facing considerable uncertainty and appropriate corrective actio11 can be 
taken. with early warning systems. which need to be developed. 
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30. The Forum concluded its discussions on this issue with the following observations: 

(a) Under the global market system. the importance of and need for a long-term 
development perspective is unanimously appreciated. especially for those transitional 
economies who enjoyed protection in the past and who are less familiar with the fast­
changing world capital market and trading system: 

(b) Rapid industrialization will be the main engine of growth in the developing 
countries for several decades to come. This gro\\th must be sustained by the support of 
suitable physical infrac;tructure and human resource development and ">y maintaining the 
pace of liberalization. deregulation and open trade. The role of international 
organizations and the State will be of great significance, especially in countries that are 
undergoing transition and where the market either does not exist or is undeveloped. 
Participants consider that countries in a reform process need to fol!ow sound public 
finance and monetary policies and to encourage the market-oriented growth policies of 
the private sector; 

(c) The Forum emphasizes the need to give special attention and to adopt a 
separate approach to the industrial growth of the less developed countries, particularly 
sub-Saharan Africa. In the industrialization process of these countries, the transition 
from a low-technology base must be properly programmed in order to avoid growing 
unemployment and increasing income disparities. Small, medium and micro-enterprises, 
especially in rural regions, should be a key element in the process of industrialization in 
African countries and other less developed economies; 

( d) In future, the key determinants of growth will be the availability of skilled 
human resources and appropriate socio-economic infrastructure. For this, suitable 
human resource development programmes have to be undertaken by the developing 
countries where proper support will be required from international bodies and even from 
private investors to impart in-plant training to the local labour force for utilizing the fast­
growing knowledge-based industries; 

(e) In the development outlook for the future, the role of the private sector is 
seen to be dominant and critical. Most less developed countries have limited knowledge 
of the global market. Often, their market potential has not been properly demonstrated 
to international investors. There will again be a major role for international bodies such 
as UNJDO to help generate the necessary dialogue and networks for the dissemination 
of information and market linkages; 

(f) The success of some countries in Asia and the Pacific or in Latin America 
may not always be easy to replicate by some of the less developed countries immediately 
because of the absence of basic infrastructure, an appropriate market and a suitahle 
human resource base. International bodies such as UNIDO must develop a separate 
blueprint and a strategy for industrialization for such countries, particularly in Africa, 
which are enco11ntering serious obstacles at leac;t in the immediate transition period; 

(g) Because of the existing external debt burden, less developed countries are 
facing major financing constraints in their development efforts. It is suggested that the 
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international community should consider appropriate measures of debt relief for African 
count:ies and other developing countries in a similar position; 

(h) With regard to the advantages and disadvantages of regionalism in thl! 
context of a multilateral world trading system. the Forum considers that the concept of 
South-South linkages should now take the shape of regional cooperatiun between 
developing countries for harnessing and exploiting their natural resources and other 
complementary resource endowments to make them viable entities to participate in an 
interdependent, cooperative global industrial structure. 

C. NEW TECHNOLOGIES, INNO\ A TION A.""'D COMPETITIVEl''ESS 

31. The Forum considers that a leading message to the developing countries would 
be to highlight the importance of technology as a core competence for competitiveness. 
The competitiveness that developing counrries aspire to results not from currency 
depreciation or low wages. but arises as an integral part of their development efforts and 
is based on a capability that can be used in different market conditions and lead to true 
global integration. Competitiveness in internal and external markets are two sides of the 
same coin. In the present-day world, both competition and cooperation coexist as a 
means of development and growth. The key players in competition are enterprises and 
it is competitive ~nterprises that make a competitive nation and place it on a growth 
path of increasing productivity, thus contributing to the attainment of 2. macroeconomic 
equilibrium. 

32. It is recognized that the world economy is undergoing far-reaching changes both 
at the micro- and at the macro-level, i.e. in rela ton to the organization of individual 
enterprises on the one hand and, on the other, the global regime of incentives and 
regulatory frameworks in which enterprises and institutions operate nationally and 
internationally. Th..: rapidly changing technological scene, as well as economic and 
industrial developments such as liberalization of trade, deregulation of markets, 
privatization, greater accent on foreign direct investment, globalization, new forms of 
enterprise-level cooperation and the changed intellectual property regime are all factors 
that make it imperative that concepts and approaches relating to technology development 
and transfer be viewed in a new context. 

33. The efforts of developing countries to improve their exports of manufacturing 
goods have taken different forms ranging from processing of natural resources, export 
of low wage goods and absorption and improvement of traditional technologies to 
technology-intensive manufacture, drawing on recent advancc.s in science ?.nd technology. 
The Forum considers that these strategies are not mutualJy exclusive but dependent on 
country conditions and capabilities. In all these efforts, however, there is scope far 
technological improvements contributing to greater competitiveness. A major concern 
that the Forum wishes to underline is the fact that in some 80 developing countries the 
export of manufactured goods is insignificant or non-existent. This is a situation that 
requires attention. 
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34. The Forum emphasizes the import<L,ce of new generic techno!ogies such as 
informatics. biotechnology and new materials. which are creating new industries and also 
offer scope for technological improvements in a Y.ide variety oi sectors. Such gener~c 
technologies are increasingly science-based. calling for long-term capacity-building in 
both science and technology. Adequate recognition of the technology factor in industrial 
development and competitiveness is an urgent necessit)' since such policy issues and 
considerations tend to be overshadowed by macroeconomic events. 

35. ParticJilar a!tention must be paid to the development of technological capabilities 
at the level of individual enterprises. Such capabihties crucially depend upon continuous 
learning. and on tht enterprise having an eA-pl!cit technolCl!?ical management strategy and 
skills. which of necessity have to be based upvn both imported and domestically 
generated technical knowledge, and catalysed by a supportive macroeconomic setting for 
such a process to take effect in developing countries. 

36. The Forum considers that such a learning process crucially depends upon both the 
macro-environment in which enterprises find themselves operating and on their 
management including leaders~1ip style. systems of operation and organizational culture. 
In the import substitution regimes of the past. both the pace and nature of such a 
learning process were strongly dependent upon the fact that. in a closeci economic 
environment, enterprises diu not have to face up to the disciplinary challenge of the 
market and therefore embarked un learning trajectodes that were not necessarily the 
most appropriate ones for attaining long-term international competitiveness. Under such 
circumstances. many enterprises and institutions have managed to accumulate the kind 
of domestic technological capabilities that are not helping them to take up the 
competitive chailenges of more liberalized and deregulated market conditions. 

37. Some countries have me' ·ed in an evolutionary way to higher level:; of 
technological sophistication in pro<'uction and expor.s. associated \\ith the accumulation 
of techn<>iugical knowledge by emerprises. A\.."tion is needed to ensure that er.terprises 
invest sufficiently in this process of upgrading knowlec!ge. 

38. The development of human capital is the single most crucial element in the 
process of expanding the international competitiveness of a society. There are many 
potential synergies in the relationship between university research institutes. industrial 
extension agencies and manufacturing enterprises and this relationship must be promoted 
by both strengthening these infrastructural institutions and stimulating private sector 
enterprises to become explicit in identifying and formulating their requirements for 
technology. 

39. The Fornm recommends that developing countries give consideration to the 
formulation and implementation of national strategies and programmes for technological 
competitive-ness. The contents of each country's programme will vary according to its 
condition~ but will in all case!'. address t~e ac:ions needed at the governmental. 
:nstitutional and enterprise level. Such programmes could be formulated to cover 
periods of three to five years and could be reviewed and renewed periodically. 
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40. Such national pro~mmes must incorporate a vision for the country concerned 
with regard to technology for competitiveness and stem from a dialogue among the 
principal stake holders sL1ch as Governments. industry and the scientific and technological 
community. The pro~rammes must include the following components: 

(a) Innovation as the engine of competitiveness calling for a change in the mind­
set of the agents of technological and industrial change including entrepreneurship 
development; 

(b) Technology upgrading in the context of a comprehensive understanding of 
technology extending beyond technical information, manuals. training etc. to 
manufacturing technology, design, distribution, organizational factors and managerial 
approaches. Conceived in this way, technological upgrading includes actions relevant to 
countries at various levels of development, whether they are new entrants to 
international markets for manufactured goods or well-established exponers; 

(c) Technology management at the enterprise and institutional infra~tn1rture 
levels, including rapid build-up of awareness of need, diagnosis of critical technological 
requirements, innovation management, including research and development and 
ted1nology transfer management, technological information, and monitoring and 
forecasting of technology, as well as entrepreneurship development; 

( d) Partnerships, strategic alliances and creation of capabilities for the 
negotiation and acquisition of advanced technology; 

( e) Integration of foreign technology, assimilation of foreign direct investment 
and the integration of activities of transnational corporations in the domestic economy; 

(f) Coordination of contributions from aid programmes and donor agencies. 

41. These components address the changes required in an enterprise's mind-set. By 
acquiring a clear understanding of the linkage b~.tween technology and competitiveness, 
and profitability and growth, the private sector will increase its participation in 
technological policy-making and its investment in technology transfer, through licensing, 
strategic international partnerships and other means, and in research and development 
activities. Such investments, particularly in research and development, should be 
stimulated by and matched with significant funds from Governments, in order to seize 
one of the few openings for State subsidies contemplated in the Uruguay Round 
agreements, and in view of the fact that research and development is subsidized by most 
States around the world. 

42. The point of departure for the new national programmes is the needs of 
enterprises and the promotion of interactions at their level, which in a sense is a bottom­
up rather than a top-down approach. It is recognized that the needs and capabilities of 
SMEs differ in certain respects and also between national enterprises and foreign ones. 
'The experience of both deveioping and developed countries in creating modalities (e.g. 
technology incubators, technology round tables) for stimulating enterprise-level actions 
and innovations needs to be studied and disseminated. 
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43. There is a continuing role for Government but that role must shift selectively to 

achieving a better balance between regulation and the creation of an enabling 
emironment for private sector development and competition including the provision of 
infrastructure. institutional linkages, stimulating actions at the enterprise level and human 
resource development. The experiences of various countries including the industrialized 
countries could be drawn upon for this purpose. Governments need to build up the 
capabilities and flexible approaches needed to discharge these functions. 

44. In the case of countries that have yet to enter into the export market awareness 
generation, information coupled \\ith advice. organizational arrangements for export 
marketing and adding value to natural resources would be some of the starting-points for 
policies to promote technological innovation. particularly for SMEs. Special measures 
to facilitate their adoption of generic technologies should be contemplated in particular. 

45. In the light of the foregoing considerations and the experience of t;.NIDO in the 
field of industrial technology since its inception, the Forum recommends that t:NIDO 
formulate and implement a comprehensive Technology for Industrial Competitiveness 
(TIC) programme as a central programme of UNIDO assistance to developing countries. 
The programme should address both the demand and supply aspects and take advantage 
of the comparative advantage of UNIDO in terms of promotional programmes. sectora! 
expertise and capabilities in investment promotion and feasibility analysis. The TIC 
programme should help define technological innovation needs for sustainable 
competitiveness at the plant and cluster levels. It should also promote capacity-building. 
strengthen technology acquisition and negotiation and include a Network of Innovation 
Systems Agents (NISA). 

46. The technological and human resource services of UNIDO are called upon to 
contribute towards technological upgrading for promoting the international 
competitiveness of developing countries, in particular in che foHowing areas of priority 
concern: 

(a) Strengthening of national capabilities for the formulation and review of 
technological innovation policies and strategies as well as the technological infrastructure 
in terms of information, technology monitoring and forecasting, reg11iations releited to the 
safety and environmental aspects of new technology, the linkage between research and 
development and industry, and the building up of technology management skills at the 
enterprise level;· 

(b) Assistance to developing countries in reviewing and assessing the effectiveness 
of policies, and developing a system of benchmarking, as well as in monitoring and 
reviewing emerging contextual factors affecting the technological innovation process; 

(c) Assistance i11 the development of strategies, capabilities and regulations for 
promoting businesses based on new and emerging technologies, besides the international 
harmonization of safety regulations and certification of ove:sight procedures. and in the 

For a more detailed de5cription, 5cc paragraph 40 above. 
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development of international pannerships and technology transfer arrangements. 
particularly in view of the Uruguay Round agreements and internationally accepted 
environmental standards; 

( d) Support for the development or revitalization of national, regional and 
international institutions at the governmental and enterprise levels that integrate 
innovation systems such as engineering, design and research and development centres, 
standardization bodies. small and medium consulting firms. and technology incubators. 
parks and management centres; 

( e) Promotion of linkages and complementarities between the national innovation 
system agents of a region within the context of technical cooperation between developing 
countries: 

( f) Continuing promotion of an increase in the international flo"""S of technologies 
and investment; 

(g) Assistance in the development of critical masses of human capital in the 
foregoing areas, ·with due consideration being given to vocational training systems, gender 
issues and the application of supporting information technologies. 

47. UNIOO is called upon to undertake such activities in cooperation as necessary 
with other interested multilateral and bilateral organizations. 

D. GLOBALIZATION A.1\'D 11''DUSTRIAL PARTNERSHIPS 

48. The Forum notes that the concept of globalization, which essentially relates to the 
activities of individual firms across national boundaries, has acquired a new dimension 
because of the extraordinary growth of the international activities of enterprises, and of 
various combinations of inter-enterprise relationships in different countries and sectors. 
With the globalization of communications and markets, the globalization of production 
is also expected to increase significantly during the next decade. The opening of global 
markets through trade liberalization will not only make it easier for firms to extend their 
operations beyond national boundaries but will also provide gr""~i. potential for expansion 
and growth. This will, however, require the development of increased competitiveness 
and additional resources for investment, besides technological and marketing linkages 
to promote rapidly changing and high-quality products and services. 

49. The Forum also notes that an important factor in globalization has been the 
expansion of the activities of transnational corporations (TNCs) through for.:.ign direct 
investment. Such investment through wholly-owned subsidiaries or majority-owned 
affiliates will continue to take place in large potential markets, such as China, India and 
Indonesia in Asia. and Argentina. Brazil and Mexico in Latin America. if appropriate 
economic policies are pursued in recipient countries. Foreign direct investment will also 
continue to be attracted to countries with ample resources of scarce raw materials. 
including petroleum and minerals in the case of Nigeria and in some of the States of 
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Central Asia. or sufficient cheap semi-skilled labour as was the case in the offshore 
production of electronic components in South-East Asia during the 1970s. 

50. Apart from foreign direct in,1estment. however. several alternative forms of foreign 
participation are becoming increasingly common in developing countries. Tnese range 
from joint ventures \\ith minority foreign holdings to non-affiliate licensing agreements 
and contractual arrangements. A key feature in such arrangements is that ownership and 
control rest with the local partner or shareholde.-s. 

51. Globalization is expected to increase rapidly and to take place in various forms 
and through different activities. in the next decade. It may take place through eithe!" 
TNC subsidiaries or affiliates, technology licensing. the use of trade marks and patents. 
or the supply of technical services. Another level of globalization can relate to a division 
of the production function between a foreign company and its subsidiaries or local 
panners in different countries. This level applies to different types of industries, ranging 
from automobiles or certain components and sub-assemblies that are produced for global 
markets to electronic products and components that are manufactured primarily in 
South-E..\St Asia for final assembly in industrialized countries. Another level of 
globalization may relate to the research and development function. where cenain aspects 
of research may be undertaken in developing countries, where research costs are much 
cheaper. However, the human resource base required for research and development is 
frequently less well developed in developing countries. 

52. The Forum considers that. in the context of the emerging global industrial pattern. 
enterprises in developing countries and transition economies ~ill need to globalize their 
activities either for specific product groups or industry-related services in panicular fields. 
It will also be necessary for developing-country enterprises to determine the nature of 
enterprise-level activities in the home country and the production or research functions 
that can, more advantageously, be undertaken in other countries. 

53. This decision can only be taken on the basis of information on potential markets. 
assessment of technology uses and the development of a competitive production and 
marketing capability for quality products and services. It also needs to be determined 
whether research and innovative capability should be developed internally by the 
enterprise concerned or through external partnerships and linkages. Comparative 
advantage is the deciding factor. 

54. Promotion of the globalization function through foreign direct investment would 
of necessity involve the integration of local production or other functions into the 
activities of the TNC concerned. While decisions as to local production would rest with 
the foreign company, the decision regarding the initial establishment of the foreign TNC 
facility would be that of the host country. It should be borne in mind that the 
international competition for foreign direct investment is becoming more intense. 

55. The Forum notes that globalization through the process of foreign direct 
investment will constitute an important form of global activity throughout the next 
decade. Two alternative variants may also, however, need to be considered. The first 
variant applies to small developing countries with limited internal markets and no major 
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comparative adva.ntagt!s. or \\ith economic policies that prevent the full e.x-ploitation of 
comparative advantages where it may be difficult to attract substantial inward flows of 
foreign investment. In such cases. it may be necessary for local enterprises to take the 
initiative in locating suitable foreign partners and determining the pattern of 
participation. It \\ill be desirable for Governments to promote such partnerships for 
local enterprises through the development of information systems and the facilitation of 
contacts \\ith foreign firms. In order that local companies can develop appropriate 
external linkages. the Forum considers that institutional support must be pro'<ided to 
local enterprises including training programmes for skills development. managerial and 
organizational improvements. and technology absorption and adaptation. as well as 
institutional facilities for standardization and certification of quality. and applied research 
facilities. 

56. The second variant may need to be considered in countries where the private 
sector and capita.I markets are already well developed and where institutional facilities 
for finance. technology and marketmg of exports are adequately available. In such 
countries. local enterprises may increasingly prefer to enter into partnerships and 
strategic alliances in addition to foreign direct investment and participation. This 
pattern. which was followed by the clzaebols in the Republic of Korea. normally involves 
substantial in\\ ard flows of technology. besides local adaptive and innovative research. 
In such cases also. fairly extensive institutional support functions \\ill need to be pro'<ided 
in the home country of the enterprise concerned. 

57. The Forum considers that. in order to develop a local capability in applying 
innovative technologies in developing countries and transition economies. enterprise-to­
enterprise linkage should be sought through joint ventures and licensing and marketing 
arrangemen~. including with TNCs. The Forum is also of the view that the key role of 
foreign direct investment during the next decade must also be recognized as being of 
great importance for covering investment gaps and ensuring that inward flows of 
technology accompany such investments. It will be necessary. however. to take note of 
the provisions in the Uruguay Round agreements on trade-related investment measures 
(TRIMs) and trade-related aspects of intellectual property rights (TRIPs). 

58. The Forum is of the view that there will be considerable potential for a di\.ision 
of selected production functions in industrial subsectors such as aerospace and capital 
goods, consumer durables such as automobiles, and electronic items. Whether or not 
developing and transition economies can make use of this potential depends largely on 
the economic policies of these countries. 

59. The Forum also considers that, in view of the rising cost of research, there will 
be a growing potential for industrial research and development to be conducted in 
developing countries and transition economies during the next decade. Such research 
can be conducted either on behalf of foreign TN Cs or on a contractual basis in particular 
subsectors of production. However, the degree to which developing and transitional 
economies can participate in research and development critically depends on the progress 
made with regard to human capital formation, a function in which Govetnments and 
enterprises have an important role to play. 



IS 

60. The gap between the least developed oountries and developed countries may 
increa-:e if adequate policies are not implemented by the former. However. it is 
considered that the number of countries that \\ill join the group of developed countries 
could be increased substantially. 

61. SMEs have a specific role to play by becoming increasingly global in their 
orientation and operation. Better opponunities are being created by the availability of 
new informacion and communication technologies. but special attention should be given 
to encourage the efforts to engage in multinational activities. 

62. Regionalization. being a natural, geographical and cultural development. might 
be a step towards globalization and shou!d not be opposed. assuming that it will not be 
used to encourage protectionist and restrictive trading arrangements \\ith other countries 
outside the region. 

63. The globalization of trade \\ill involve greater intergovernmental cooperation in 
such related fields as fiscal, social and environmental policies. 

64. Accelerated industrial development cannot take place in any country unless 
infrastructure sectors, particularly power, surface transport. telecommunications and pon 
facilities, grow commensurately. The scale of investment required for the creation of 
infrastructure is likely to be as large, if not larger, as that required for setting up 
manufacturing industries. A discussion on the foreign direct investment required for 
manufacturing industry would be incomplete \\ithout integrating the need for ensuring 
adequate infrastructure. The Forum notes, however, that the issues regarding assured 
returns to investors from infrastructure projects are extremely complex. While increased 
panicipation from the private sector will be necessary, the involvement of international 
bodies such as UNIDO and multilateral development financial institutions is required 
to deal \\ith this imponant issue because of the essentiai linkage between infrastructure 
and industry. 

65. UNIDO activities for promoting industrialization should include the collection. 
analysis and dissemination of information on various aspects of globalization. It should 
undenake training programmes and the assessment of various forms of globalization in 
developing countries and transir.ion economies. It should also promote forms of 
globalization that are consistent with nationai policies. UNIDO should furthermore 
increasing!y promote panicipation by the private sector and the private sponsoring of 
projects to be undertaken by the Organization. Cenain additional conclusions and 
recommendations of the Forum to encourage globalization are summarized in annex V. 

E. GLOBAL TRADE LIBERALIZATIO~: 
IMPLICATIONS FOR INDUSTRIAL RESTRUcnlUSG 

66. The Forum considers that the Uruguay Round agreements and liberalization of 
global trade will have a major impact on all trading nation!">. There \\ili not only be 
greater liberalization and expansion of global trade hut also increased global 
interdependence. The principal gains are likely to accrue to developed economies 



comprising major trading nations as well as so::ne developing countries. There \\ill be 
l."Onsiderable potential for semi-industrialized developing countries to increase their 
participation in international trade. but the gains \\ill accrue to those industries that 
com~te m'>st effectively. The difficulties of some developing and least de\·eloped 
countries in Africa. the Caribbean and the Pacific and elsewhere. which have enjoyed 
trade preferences under the Lome conventions. tl!e value of which \\ill now be eroded. 
are likely to be ~oravated particularly in the shun term. The implications of this 
situation require careful assessment at the count~· le~·el. together \\ith the adjustments 
that would be necessary in industrial strategies and enterprise restructuring. The extent 
of the adjustment necessary \\ill vary. but in a number of deveioping countries. it is likely 
to be substantial. 

67. The basic challenge that the liberalization of global trade represents is whether 
developing countries. particularly the least developed and ACP cour:tries. have the 
capacity to compete in open markets. To meet this challenge. the Forum considers that 
these countries need to focus on the follo\\ing objectives: 

(a) To raise the efficiency and competitiveness of their manufacturing sector. 
particularly of SMEs: 

(b) To adopt a more export-led development strategy: 

(c) To promote effective regional and subregional forms of cooperation. 
particularly \\ith a \iew to raising market size and to increasing the availability of access 
to inputs and technology. 

68. The Forum considers that each country will need to evolve its policies and 
strategies to realize these objectives in accordance \\ith its own needs and conditions. 
supported by assistance from international organizations. The Forum also considers that 
close and structured interaction and consultation between the private sector and the 
Government is essential in order for these countries to meet the challenges of global 
trade liberalization. 

69. In order that develop:ng countries can meet these objectives. the Forum makes 
the following recommendations: 

(a) The Forum recognizes that least developed and ACP countries. often with 
an already weak domestic industrial base. may have difficulties in identifying potential 
export sectors. ~evertheless. the challenges of the emerging trade environment require 
that they increase their capacity to identify and support sectors, subsectors and products 
\\ith an export potential. To take advantage of the increased trading opportunities, a 
careful appraisal of world market demands is necessary. Most importantly, developing­
country enterprises need to establish the production and marketing capabilities necessary 
to compete in the new markets. The assi'\tance of international institutions in this task 
would he of considerable value; 

(b) The Forum also notes that import substitution policies are being replaced 
hy export-oriented strategies in developing cou11tries. and that it is therefore essential to 



prO\ide suppon to local enterprises in identi~ing appropriate sectors. subsectors and 
products where expons could be competitive. This task may also require va~ing degrees 
of industrial restructuring and te:hnological upgrading of products and processes. It '.\ill 
also require closer linkages and partnerships to be created \\ith foreign enterprises. 
These external linkages must be structured \\ithin the framework of the pro"isioru. of the 
L"ruguay Round agreements. 

(c) The Forum consid~rs that policy and institutional suppon \\ill be needed 
in subst<i.ntial measure in the foll 1\\ing areas: 

(i) Producti"ity improvement: 
(ii) Technology: 
(iii) Quality and standards: 
(iv) Marketing: 
(v) Human resource developmt".nt: 
(\i) Information; 
(\ii) Access to finance on reasonable terms: 

(d) The Forum considers that appropriate measures should be taken to 
improve access to finance and develop new financial instrument~. wherever necessary 
The Forum also considers it important to sensitize and guide develop!ng countries. where 
net!ded. regarding the implications for industry of the C ruguay Round agreements and 
the emerging trading en"ironrnent so as to enhance the approach and strategies adopted 
by developing countries. Assistance to de\·eloping countries in building up their 
information base on trade. marketing. investment and related matters is also important. 
The Forum agrees that market needs should be assessed by indu5try associations and the 
information made available to SMEs: 

( e) The Forum considers that awareness and understanding on the part of 
de\·eloping countries should be raised with regard to emironmental, health, ~afety and 
technical standards. as well as non-tariff barriers. \\ithout which they may find it difficult 
to gain access to markets; 

(f) The Forum suggests that the technological capacity of the manufacturing 
sector of developing countries could be raised by: 

(i) Building up domestic technological capabilities: 
(ii) Acquiring and assimilating foreign technologies: 
(iii) Forging strategic alliances and partnerships \\ith foreign emerprises: 

Local extension services and international sources of technical eissistance could both he 
used to support this endeavour; 

(g) The Forum considers that access to inputs. including c:apital goods and 
technology at internationally competitive prices. is important in huil<ling up the 
competitiveness of the manufacturing sector; 
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(h) The Forum observes that a business-friendly environment and adequate 
infrastructure woult.i improve. to a large extent. the competitiveness of the manufacturing 
sector: 

(i) The Forum recognizes that manufacturing industry does not exist in 
isolation. Accordingly. linkages with both the agricultural sector and the sel"\'ice sector 
must be suengthened: 

(j) The Forum col15iders that regional and subregional cooperation is 
necessary to enhance market size and to exchange experiences and ideas. The Forum 
recognizes that such regional agreements need not be inconsistent with the liberalization 
of global trade, but that they should not become new forms of protectionism. 

70. International organizations need to play a major role in the implementation of the 
above measures. It is felt that UNIOO, given its maudate for the promotion and 
acceleration of industrial development. has a vital role to play in strengthening the 
efficiency and competitiveness of the manufacturing sector of developing t:luntries, 
particularly SMEs and \\ith special emphasis on the ACP and least developed countries. 
UNIDO could also become increasingly involved in the industrial restructuring 
programmes to be developed for Africa. 

F. INDUSTRIAL POLICY REFORMS: 11IE CHANGING ROLE 
OF GOVERNMENTS AND PRIVATE SECTOR DEVELOPME1'1 

71. The Forum notes that there are two main views regarding the role of 
Governments in the new international environment. One is that Governments should 
concentrate primarily on liberalization, deregulation and on providing a promotional and 
functional framework for private sector development. leaving further industrial 
development largely to market forces. The other is that Governments should not only 
carry out these functions but also go further, assuming a strong pmactive approach to 
defining industrial objectives and strategies and adopting measures to create 
competitiveness and o••ercome market failures. The second approach takes the need for 
good macroeconomic management and an enabling envfronment for private 
entrepreneurship as given, but emphasizes the need to improve upon existing market 
forces and create the capacities, markets and institutions to accelerate and deepen the 
process of industrialization. 

72. The Forum draws attention to the successful industrializing economies of East 
Asia as examples of how Governments can use mixtures of functional and selective 
policies to promote industrialization along with a deepening of indigenous technological 
capabilities. Several different strategies are possible. It also notes that the process of 
liberalizing existing industrial structures needs the support of pohcies to prepare 
domestic industry to face international competition. This preparation often involves 
following a systematic strategy concerning trade, industry and labour policies, rather than 
a sudden and sweeping exposure to global competition. The nature of the policies is 
always highly specific to the economies concerned, and depends on their initial 
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conditions. level of industrial competitiveness and the ability of their Governments to 
mount appropriate interventions. 

73. The Forum acknowledges that there are certain important preconditions for the 
effective implementation of industrial policies. Among the most important are: 

(a) Political stabilitv and the commitment of the Government to industrial 
development; 

(b) Macmeconomic stability and a sustainable exchange rate. interest rate and 
fiscal and monetary policies: 

( c) The ability to raise ar.d allocate sufficient resources to industrial support 
measures. taking account of budgetary constraints and competing needs for government 
expenditure, and recognizing that some Governments may not be able to find the 
necessary financial resources in the short term; 

(d) The adoption of open, outward-looking and competitive rolicy regimes, 
without which policy interventions can not produce the desired results in terms of 
industrial efficiency and flexibility. 

74. The Forum notes that the global framework of industrial development has 
changed dramatically in recent years. With the rapid pace of technological progress. the 
growing importance of trade, the globalization of production and the increased emphasis 
on the private sel.10r, policies in most developing countries have changed. Trade and 
investment are being liberalized. Markets are being given the primary role in resource 
allocation. Foreign direct investment is being welcomed. Export orientation is being 
stressed. The Forum approves of this general trend towards liberalization and export 
orientation, regarding it as a generally more conducive environment for industrialization 
than earlier import-substituting strategies. 

75. The Forum also notes that the results of policy reform vary considerably according 
to country and region. There has been a significant increase in flows of foreign direct 
investment and technology to Asian and Latin American countries, and in their exports 
of industrial and manufactured goods. However, the least developed countries in 
general, and sub-Saharan Africa in particular, continue to suffer from poor industrial 
performance. They are marginalized from the flows of foreign direct investment to 
developing countries, their exports of manufactured goods remain very small and 
stagnant, industrial production and employment is contracting in many countries. and 
many Governments face severe constraints on financing policy initiatives in industry. 

76. With the increased market orientation and exposure to global production and 
technology, the Forum recognizes that the role of the Government has to undergo 
considerable change. In several important ways. the Government has to play a reduced 
role in O\\.Tiership and levels of intervention in industry. However, the Forum believes 
that the Government needs to retain and even strengthen its support for industrial 
restructuring and development. The precise nature of the Government's role will vary 
by country and conditions but. in general, the prevalence of market deficiencies means 



that the Government needs to exercise an imponant influence on the promotion of 
competitive industnal development. The task of formulating and implementing policies 
to SUiJpon industry has to be decentralized. where appropriate. to regional and local 
Governments. Non-goverill11ental organizations and labour unions have to be included 
in the implementation of industrial policy. 

77. The Forum welcomes the broad trend towards privatization. but emphasizes that 
the objective of reform is increased efficiency and that privatization is one of many 
instruments to achieve this aim. The Forum is of the view that. while the process of 
privatization in developing countries should continue. Governments should improve the 
regulatory framework for privatized monopolies, and undenake programmes for the 
retraining and absorption of surplus labour resulting from privatization. ·where 
enterprises are retained in the public domain. suitable reforms should be undenaken in 
the organization and management of these enterprises to make them market-oriented 
and competitive. 

78. The Forum notes the pressing need to develop the physical infrastructure in 
de\·eloping countries and transition economies. and welcomes the trend towards the 
increasing privatization of utilities. It stresses that the massive outlays of capital 
required. particularly for power generation, necessitate the increasing panicipation of the 
private sector. both domestic and forei~ in the setting up of new facilities. New 
contractual arrangements. such as Build-Own-Operate (BOO) and Build. Operate and 
Transfor (BUD, among others. are expected to be increasingly utilized for this purpose. 
and it recommends that other flexible methods of financing be explored. 

79. The Forum considers it vitally important that government policies should focus 
on the promotion and development of local enterprises and local entrepreneurial 
capability. This calls for institutional support acti\ities, ranging from human resource 
development to financial suppon, technological adaptation and applied industrial 
research. and external alliances and linkages. It recommends that Governments 
undertake specific programmes for the development of SMEs and for rur~l industrial 
development, in order to extend the socio-economic benefos of industrialization to less 
developed areas and to poorer and more vulnerable sections of the population. 

80. The Forum is of the view that the emergence and growth of national enterprises 
should normally be driven by market forces. Since markets can suffer from failures, 
however, particularly in countries where private sector industrial activities have been very 
limited, the State has to play a catalytic role in entrepreneurial development. There may 
also be market failures in more industrialized economies in stimulating the entry of new 
complex technologies, in restructuring existing industries and in carving out new areas 
of competitive advantage. In such instances, the State can play a positive role in 
providing the signals, encouragement and support needed to restructure. deepen and 
diversify industrial activity. 

81. The Forum is of the view that foreign direct investment has a crucial role to play 
in industrial development. The policy changes undertaken in most developing countries 
and transition economies with respect to the promotion of foreign direct investment and 
technology transfer arc desirable and market-friendly. It appears unlikely. however. that 



passive opening up will be adequate to attract sufficient foreign direct investment and 
lead to its upgrading into higher value-added activities and to technological deepening. 
The Forum considers that more proactive policies and targeting are needed for this 
purpose. At the same time, the need to promote local enterprises to comp1ement and 
draw upon the resources offered by foreign direct investment is very important. 

82. The Forum considers that the broad industrial strategy should be based on a 
re'\iew of the competitive structure of national industry and should assess, in consultation 
\\tith representatives of industry. the principal subsectors and dusters of industries that 
have special potential for competitive growth. Major gaps and shortcomings with respect 
to human resources, technological capabilicy and usage, and external linkages should be 
determined, and programmes and measures to cover such gaps implemented. The 
Forum recognizes that inadequate human resource development constitutes the principal 
shortcoming in mosc developing countries and has to be addressed urgently. In the first 
instance it is essential to upgrade the entire education system, particularly at the levels 
of primary and secondary education. It is also increasingly important to meet the needs 
of industry for higher-level skills and to provide for specialized training and retraining. 
In-plant training has to be encouraged. and provision made for continuing education at 
all levels of the workforce. 

83. The Forum is of the view that institutional infrastructure must cover all the needs 
for industlial support: finance for industry, entrepreneurship and skill development. 
standards and quality control, technology information and research and development. It 
is vital that such industry-related institutions and services be made more responsive to 
the needs of industry and benefit from increasing private sector involvement and 
participation. 

84. The Forum notes the special needs of industrial development in sub-Saharan 
Africa. It endorses the recommendations made at the twelfth session of the Conference 
of African Ministers of Industry (CAMI 12), which met at Gaborone. Botswana, in June 
1995, where the need was highlighted for action-oriented programmes by Gove~ents 
to stimulate competitive and sustained industrial growth. Apart from the implementation 
of the programm1.! for the second Industrial Development Decade for Africa, CAMI 12 
emphasized, inte~ a/ia, the necessity of creating an enab!ing environment for domestic 
resource mobiEzation, improving investment conditions for domestic and foreign 
investors, according priority to the development of human resources and industrial skills. 
particularly tt;chnological, engineering and entrepreneurial capabilities, promoting 
technological development. innovations and a technological culture, and developing 
appropriate financing mechanisms and incentives for channelling savings into productive 
investments. 

85. In view of the many constraints facing sub-Saharan African countrie5, the Forum 
suggests that special emphasis be placed on programmes for SME development. The 
objective should he to create a new class of entrepreneurs and a skilled lahour force, 
besides developing the technological capabilities for the manufacture of non-traditional 
products in areas in which local enterprises can huild up a comparative advantage in 
international markets. With the liberalization in global trade follo\\ing the Uruguay 
Round agreements, major industrial restructuring is necessary in most African countries. 
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It is necessary for Governments to take the lead in facilitating this restructuring. in 
conjunction with the private sector in each country and in consultation with the 
appropriate international organizations and donor agencies. 

86. The Forum notes that all these recommendations require greatly iillproveJ 
capabilities on the part of Governments to design. administer, monitor and adapt tht:ir 
policies. This in tum involves considerable enhancement of the information. skills a11a 
resources available to government administrations, and in some cases reforms to their 
organizational and incentive structures. Coordination across different branches of the 
government has to be improved and a coherent and consistent set of policy objectives 
adopted. The policy-making process has to be made transparent and collaborative. with 
strong inputs from the private sector. The collection and dissemination of the 
information necessary for industrial policy formulation needs to be greatly improved. The 
Government has to ensure that industrial policy is insulated from day-to-day political 
pressures and that it retains the ability to penalize economic agents that are not able to 
meet the test of competitiveness within designated periods of time. The Forum notes 
that these measures have a special bearing on the requirements 'Jf sub-Saharan Afric:i. 

87. The Forum emphasizes that UNIDO can play a valuable catalytic role in helping 
Governments of developing and transition economies to promote industrial development. 
It can provide information and analytical support to policy makers, draw appropriate 
lessons from industrial support policies and institutions in advanced industrialized 
countries, and advise Governments on how they can best orient their policies towards 
market-friendly, outward-oriented regimes rather than towards the inward-looking and 
over-interventionist approaches of the past. It can also bring policy makers together to 
share information and experience on industrial development. Finally, it can provide 
technical support in the detailed task of policy design and implementation. 

G. ENVIRONMENTAL POLICIES A..~D INDUSTRIAL 
COMPETITIVENESS 

88. The Forum notes that, although the relationship between environmental policies 
and industrial competitiveness is complex and difficult to quantify, the emergence of 
strict environmental requirements in the future could pose a potential threat to the 
competitive position of certain small-scale firms in resource-intensive and pollution­
intensive sectors. The Forum notes that for certain small-scale units, even a marginal 
increase in costs of 1.5 per cent to 3 per cent could be burdensome or fatal. However. 
the Forum agrees that this need not necessarily be the case if preventive pollution 
measures are adopted by industry early on. The Forum agrees that in the medium to 
long term, advers~ impacts on the competitive position of small firms could well be 
alleviated if the necessary action is implemented in a timely fashion. 

89. The Forum notes that the emergence of non-tariff and market barriers such as 
eco-labelling requirements could be perceived as threats to competitiveness and export 
earnings by some developing-country exporter~. assuming that eco-labelling becomes a 
significant marketing tool in developed countries. The Forum further notes that, whereas 
some firms and sectors in developing countries are aware of eco-labelling schemes and 
their requirements, not all sec1.0rs and firms in these countries have access to the 



pertinent information and infrastructure (certification and accreditation bodiPs) needed 
to qualify for many eco-labelling schemes. Many firms have limited access to cleaner 
technologies and may incur relatively high compliance costs in meeting the requirements 
for eco-labelling schemes. which are becoming even greater \\ith the gro\\ing use of 
process-related criteria for a\varding eco-labels. The Forum notes that the ISO 14000 
series of documents on environmental standards have the potential to overcome some 
of these negative effects but that greater efforts and closer cooperation between 
Governments and the international community are needed in the areas of international 
labels. mutual recognition. certification. equivalency, transpa:-ency, participation and 
technical assistance to ensure that eco-labelling does not become a significant barrier to 
trade. In particular. there is a need to ensure that developing-country representatives 
play an active role in international standard-setting procedures. 

90. The Forum cvnsiders that if the policy thr.ist is on curative meas1 res, strict 
en\'ironrnental norms and legislation will have an adverse impact on the competi:ive 
position of enterprises. If. however. Government and corporate policies are geared 
towards preventive measures, they can only strengthen the competitive position of 
enterprises. even in the small and medium-scaie sector. 

91. The Forum is of the view that it is. therefore. necessary to identify appropriate 
measures that will enable industry to take advantage of win-win soluticns that reduce 
pollution emissions per unit of output while maintaining the overall profitability of 
enterprises within a given industrial sector. 

92. The Forum considers that the following ~easures are essential ingredients of win­
v.in solutions for achieving pollution prevention and industrial competitiveness, and 
maintaining the profitability of enterprises: (a) widespread application of cleaner 
production processes :.nd technologies as opposed to end-of-pipe treatment only: (b) 
use of environmental management systems by industry; (c) building up of technical 
capabilities and infrastructure for testing and certifiration to overcome non-tariff and 
market barriers arising from requirements such as eco-labelling; (d) v.ider use of 
economic incentives to complement the command and comrol measures of pollLition 
prevention; ( e) promotion of special programmes and support systems to improve the 
en\'ironmental performance of small-scale enterprises; and (f) efficient resource 
management by industry and Government, especially water and energy res011rces. 

93. With respect to the application of cleaner production processes and techniques. 
the Forum notes that the major constraints faceJ by developing countries relate to a lack 
of awareness of the financial and environmental benefits of cleaner prod:iction activities 
as well as a lack of information about the availability of these techniqt•, s. The Forur:i 
considers that a coordinated effort by industry, Government and internatior.al 
organizations is needed to build capacities, disseminate information and train mar!~gers 
and the workforce in the advantages of cleaner production methods. This task may be 
c!one by setting up cleaner production centres and waste minimization circles or clusters 
of small units, as well as undertaking subsectorai demonstration projects on the benefits 
of pollution prevention. The Forum also emphasizes the importance of undertaking life­
cycle analysi~ and research on environmentally compatible products. as well as providing 
infrastr:.ictural support to testing and laboratory facilities. 
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94. \\'bile stressing the importance of pollution prevention and waste reduction at 
source. the Forum also notes that traditional measures reiating to end-of-pipe treatment 
must be made more cos! effective through, for example. the setting up of common waste­
treatment facilities and common cleaner production facilities for clusters of small-scale 
units. 

95. The Forum considers that it is important to promote the application of economic 
instruments such as incentives, pollution charges, differential taxes and realistic cost 
pricing of natural resources as complements to command and control measures. 
Economic instruments serve to internalize environmental costs and provide incentives to 

industry for pollution control. The Forum cautions, however, that internalizaticn policies 
can have negative effects if t!1e environmental costs associated \\ith production are so 
high that internalization requires a very high tax, or the country internalizes the full 
external cost instantaneously and unilaterally. In cases where such negative effects 
dominate on account of the application of eco-taxes, they may be offset by differential 
taxes, sector exemptions or rebates, aad border tax adjustments. In general, the Forum 
agrees that the use of economic incentives has inherent advantages from an economic 
and environmental point of view. However, further wClrk needs to be undertaken on the 
formulation and application of these measures. In particular, there is a need to 

undertake sector-specific case-studies, involving the private sector in policy dialogue and 
in the formulation of incentive schemes. 

96. The Forum notes that eco-labelling is essentially a voluntary marketing tool 
reflecting consumer preference for environmentally friendly products and, despite its 
possible adverse consequences for exporters in the near future, enterprises must 
acknowledge this :md undertake forward planning to overcome the perceived or real 
barriers inherent in the use of eco-labels. An increased preferc:!nce by consumers for 
environmentally friendly products would also imply that they are willing to bear any 
increased costs for those products on account of the benefit accruing to the environment. 

97. The Forum considers that, with respect to counteracting the perceived threats 
represented by eco-labelling requirements, there is a need for a concerted effort on the 
part of industry, Governments and the international community to disseminate timely and 
accurate information to industry and consumers on the many eco-labelling schemes that 
are foreseen. Technical subsectoral studies on the implications of the schemes need to 
be undertaken in order to examine their incidence, and the possibilities of mutual 
recognition. Since eco-labelling schemes are based on a cradle-to-grave appro'-ch, local 
industry associations should be supported in training their staff in the life-cycle-analysis 
management style of production and marketing, giving due consideration to local 
comparative advantage and resource availability. The eventual use of life-cycle analysis 
would reduce costs and conserve resources. 

98. The Forum notes that there is an important need to establish certification centres 
and accreditation bodies in exporting countries as a means of obtaining easy and 
inexpensive access to internationally recognized certification schemes based on mutual 
recognition. These centres could be set up either with public or private participation, 
depending on the preferences and needs of each country. This will entail the training 
of local inspectors by specialized organizations and certifiers. These certification centres 



could also assist in the establishment of graduated qualification systems that indicate the 
levei of eco-quality of the product. provide more accurate information to importers and 
consumers regarding the environmental friendliness of the product. and make market 
access easier for developing-country exporters. Multilateral assistance would be required 
in this important area. 

99. The Forum considers that the promotion of environmental management systems 
is essential as a tool for enabling enterprises to better meet the emerging challenges to 
protect the environment. to ensure ongoing compliance with national and international 
requirements and to continually improve their environmen~al performance. 

100. The efficient management of natural resources. especially water and energy, by 
developing countries is an important area where policy initiatives at the local. national 
and international levels are essential. A concerted and integrated effort by all sectors 
of the economy, especially transport (for energy conservation). agriculture (for water use) 
and the domestic sector (for water and energy) is needed. Industry is not the only 
off ender in this sphere. 

101. All such measures to promote sustainable environment-friendly production have 
to be especially tailored to meet the needs of small-scale units, both in the formal and 
informal sectors. The promotion of special programmes and support systems to improve 
the environmental performance of SMEs has to be undertaken at the policy level and 
the institutional level. An enabling policy framework. technological assistance for the 
adoption of environmentally sound technology and institutional support are essential. 

102. The Forum considers that all efforts, be they national or international, aimed at 
protecting the environment should also pay attention to their social. employment and 
gender implication~. 

H. EMPWYMENT AND SOCIAL ASPECTS OF INDlISTRIALIZATIO~ 

103. The Forum considers that the current trends towards liberalization and 
globalization are bound to have uneven effects in different parts of the world. Some 
industries will respond by upgrading their production and technological capability, 
involving expansion into higher value-added market niches and larger investment in 
developing the skills of both labour and management. While newly industrializing Asian 
economies will expand into advanced sectors, African economies may be at a further 
disadvantage as a result of the Uruguay Round agreements. SMEs have a crucial roie 
to play not only in employment generation but also in developing new opportunities in 
export markets. Industrialization must seek both efficiency and equity and VNIDO has, 
for a long time, correctly advocated industrialization as the only route to sustained 
improvements in living sta:idards and reiterated this point at the World Summit for 
Social Development held in 1995. 

104. The Forum is of the view that the creation of new employment opportunities in 
the rural non-farming sector must continue to have the highest priority in the growth 
programmes of most developing countries. This will, however, have to be achieved in 
an increasingly competitive environment in which technology and human re!"lource 



development will play an imponant role. It is essential that national Governments take 
note of this fact in formulating their policies. 

105. The Forum recognizes that such policies \\ill need to be country-specific and not 
be replicated on any single unique pattern. In fact. a min-track strategy may be 
necessary: the promotion of eA-port-oriented SMEs has been the preferred route for some 
countries in South-East and East Asia while. for others in sub-Saharan Africa and the 
Caribbean. a network of small and micro-enterprises. geared primarily to domestic 
consumption. may be a better strategy. Again countries like China. India and Indonesia 
\\ith a large population extending over vast areas may need to use both approaches. The 
twin-tracks \\ill have to be moulded into a policy whole. though centring of the policy in 
each country \\ill depend on the resources (human and natural) and accumulated 
endowments of that country. 

106. The Forum notes the dilemma posed by the increased inequality of income, which 
tends to widen in the early stages of industrial growth but becomes more equitable as 
gro\\th progresses. The immediate benefits of industrialization may be limited to cenain 
regions and sections of the population. Industrial policies must counteract this tendency 
and concentrate on bringing about greater equity among the population and through the 
establishment of small and micro-enterprises. It is also necessary to avoid any bias in 
favour of capital-intensive industries, which may be inappropriate in developing countries 
that are shon of capital. 

107. While employment is the basic objective, the Forum recognizes that it can best 
be achieved through the adoption of optimal technology and forms of organization that 
are matched to the needs of the country and the development of sectors with ample 
opportunities for employment generation. In most cases where markets are small and 
demand is limited, a high degree of mechanization is neither necessary nor desirable: 
however, in some cases such as subcontracting where good product quality is essential, 
the use of the latest techniques (which may reduce employment) may be inescapable. 
What is necessary is a balanced and pragmatic approach, using technology as a tool for 
growth and not as an end in itself. The upgrading of technology may focus on the 
improvement of existing products and processes, rather than on a rapid expansion into 
new sectors. In subcontracting, linkages between large and small units should be 
mutually beneficial and not exploitive. 

108. The Forum is of the view that diversification and restructuring o · industry are 
inevitable to meet the changing demands within a country (and abroad), which in turn 
will necessitate changes in the pattern of employment creation. Increasing specialization 
and concentration of industry in competitive sectors as well as privatization will lead to 
the decline of employment in some sectors and its rapid expansion in others. 
Government must support extensive training programmes to enable workers and 
managers to acquire new skills and attitudes that make them more amenable to change 
and create an environment in which the industrial sector (both public and private) can 
respond rapidly to changing opponunities. Where possible, social safety nets that are 
appropriate and feasible may be created in conjunction with suitable policies for 
restructuring industry. 
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109. It is considered that industrialization may not always produce the desired degree 
of poverty alleviation unless it is supponed by measures in other areas such as literacy. 
health care. family planning and housing. \\'ben undenaken in conjunction ''ith such 
programmes. industrial gro,,th is likely to result in '-isible and tan;ible social benefits to 
the weaker sections of the population. 

110. The Forum recognizes that efficient and competitive industries are often based 
on regional and local advantages. However. it is imponar .. t to develop small units to 
benefit broader segments of the population. In China. tO\mship and village enterprises 
and, in India. small-scale industries have achieved some success in developing a \\ide 
entrepreneurial base, but micro-enterprises. which are specially imponant lO the 
developing countries, need a comprehensive package of support and assistance. Such 
support should be discriminating and should be valid only for a limited period of time. 
The aim of government policy should be to create productive employment in order to 
enable such enterprises to compete on a level playing field without being unduly 
dependent on Government suppon. 

111. Where such enterprises are operated by disadvantaged grou'!)s such as women and 
the handicapped, specific programmes concerning information on technology, availability 
of credit and identification of markets are necessary. Skill development and 
entrepreneurship training need to be undertaken so that the dormant potential of rural 
women can be fully realized. In regard to credit. examples such as the Grameen Bank 
in Bangladesh and Sewa in India can be emulated. ~on-financial assistance is also 
essential to help identify markets and upgrade skills. 

112. It is recognized that UNIDO has played an important role in the development of 
SMEs by providing information on what other countries are doing and on technologies 
available for utilization and by supponing enterprise-to-enterprise cooperation in 
developing countries. However, it is suggested that UNIDO should take a more active 
role in strengthening SME associations and non-goverrunental organizations dealing \\ith 
SMEs. The Forum urges UNIDO to pay greater attention to micro-enterprises: UNIDO 
also needs to create closer interaction between managers and entrepreneurs of small 
businesses and micro-enterprises to enable them to acquire new skills and develop new 
attitudes that will help them face the challenges of growth in the coming century. 
Speciai attention needs to be focused on the problems of sub-Saharan Africa so that a 
comprehensive programme for the development of enterprises in that region can be 
undertaken. 

I. fr,OUSTRIAL DEVELOPME:NT AND l'.'ITER.'lATIO~AL COOPERATIO~: 
THE FUTURE ROLE OF UNIDO 

Introduction by the Din.-ctor-General of C~IDO 

113. In introducing the theme of international industrial cooperation, at the special 
session on the future role and activities of UNIDO. the Director-General of UNIDO 
began by outlining certain key issues that should be considered by the Forum regarding 
the emerging role of UNIDO in the light of the fast-changing developments impacting 
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on global industT\' and that were likelv to be further intensified during the follo\\ing 
""' .. .. - -

decade. U~IDO had recognized the essential need for reorientation in the light of those 
changes. which were having a major impact on the demand for its services from :Member 
States. An extensive internal review had been conducted. resulting in far-reaching 
reforms and restructuring of the Organization during the pre'<ious year. He said that the 
programme of reform was in its final stages of implementation and would enable the 
Organization to assume new and specialized responsibilities in the context of the 
emerging chalienges and demands from Member States. At the same time. rapid 
changes had occurred in the financial situation of UNIDO since the introduction of the 
successor arrangements for agency support costs. The result had been a drastic decline 
of funding through the United 1'ations Development Programme from $120 million in 
1988 to only $9 million in 1994. That situation had necessitated the mobilization of new 
sources of finance, including voluntary contributions, trust funds and new self-financed 
projects. and of the resources available for activities such as the implementation of the 
:Montreal Protocol on Substances that Deplete the Ozone Layer. which had increased 
significantly in recent years. In sum, the financial position of the Organization was 
uncertain. 

114. He said that the Forum constituted an important venue for discussing the future 
role of UNIDO in view of the rapidly changing external environment and the financial 
uncertainties facing the Organization in the immediate future. It was important for the 
Forum to make its recommendations regarding both the future role of UNIDO in the 
context of the specialized. industry-related needs of developing countries and transition 
economies and the resources that would be required to meet those needs, which were 
of growing complexity. 

115. The Director-General of UNIDO noted that, in addition to the recommendations 
of the various panels regarding the future role of UNIDO. several other suggestions were 
being made during the Forum. The valuable discussions of the Forum were highlighting 
the need for an appropriate mechanism to be set up by UNIDO to continue such a 
dialogue between policy makers, representatives of industry, academics and industrial 
experts, on a regular basis. Consideration was also being given to the convening of a 
special advisory group to advise the Director-General on a regular basis. It had also 
been suggested that business-industry councils should be set up in key industrial sectors 
and that national committees in developing countries should be strengthened, which 
could contribute to the work of the Organization. 

Conclusions and recommendations 

UN/DO as a forum for industry 

116. The Forum endorses the views of the Director-General of UNIDO both regarding 
the issues submitted for its consideration and the need for a suitable mechanism to be 
set up by UNJDO to assess periodically industrial growth trends and the impact of 
various key elements on the industrial and technological growth of developing countries. 
The Forum considers that such a periodical assessment by UNIDO. and its role alii a 
regular forum for industry, will he of growing importance in order to catalyse the socio­
economic integration of developing countries and transition economies into the 



~.., _,_ 

mainstream of global trade and industry. Such a role \\ill also be useful in resol\'ing 
common problems. facilitating the exchange of experience on alternative policies and 
strategies. and developing appropriate measures and benchmarks of industrial progress 
and acti\'ities. as well as in strengthening the promotion of enterprise-level linkages. 
partnerships or strategic business alliances. 

117. The Forum recognizes that the competitive structure of global industry \\ithin the 
framework of a free-market economy during the next decade \\ill necessitate major 
changes in international industrial cooperation and in the role of UNIDO. Increased 
privatization. globalization and liberalization of trade and investment will add to the 
complexities of global industry and will also inevitably require the pro\'ision of increased 
specialized assistance for developing countries and transition economies from UI'\IDO 
with a sharper focus on enhancing private sector participation. market orientation and 
competitiveness as well as industrial partnerships and interdependence. 

Comprehensive specialized services for industry 

118. The Forum takes a strong view that, in the light of the major global industrial 
changes that are taking place, it will be necessary for UNIDO to provide comprehensive 
specialized se~ces for industrial growth in developing countries and economies in 
transition and to increase competitive capability in these countries. These services 
include policy advice, technology management and transfer, industrial partnerships and 
investment, development of human resources, and support for compliance with 
international standards and conventions. Such assistance can range from advisory 
services on policies, and selective government assistance to correct market failures. to 
ihe development of institutional facilities and the provision of specialized industry-related 
services for local industrial enterprises. 

Industrial strategies and policies 

119. Strategies and policies impacting on industrial development cover several 
macroeconomic issues as well as those specifically related to industrial growth anci 
involving varying degrees of support. It is important that policies and institutional 
measures are developed that relate specificaily to industrial and techno!ogical 
development. The Forum considers that it is \\ith respect to such mea~ures that UNIDO 
can, and needs to, play a key role as a catalyst, promoter and facilitator of industrial 
development. 

120. The emerging pattern of global industry necessitates more complex 
industrialization strategies, particularly for countries that are at a disadvantage. In 
addition to market reform and liberalization, appropriate policies and measures for 
implementing industrial strategies are required in order to ensure the right market 
environment for a competitive industrial sector, mainly based on private enterprise. The 
desirable extent of government support whether functional or selective through a 
proactive industrial policy has to be assessed in the context of each country. It will be 
necessary for UNIDO to undertake analysis, dialogue and negotiation both with the 
Government and with the private sector, and to transfer experience and know-how for 
industrial policy-making and strategy formulation across borders. 
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121. The ad"isory services of UNIDO should include the determination of the nature 
of the promotional or regulatory measures that may be necessary in order to correct 
market shortcomings in particular country situations. These may relate to: 

(a) Legislation and regulations; 

(b) Guidelines and procedures for investment apprmral. incentives for industrial 
investment. fiscal and taxation measures. inward flows of foreign technology. and 
compliance with and harmonization of environmental and industrial objectives and 
standards; 

(c) Policies and measures for export-oriented industrial restructuring in 
selected subsectors, in the light of the Uruguay Round agreements. particularly in 
African countries. a.'ld for enterprise restructuring and privatization; 

( d) Policies for the development of SMEs and parti<..-ularly micro-enterprises 
in less developed regions, especially in Africa. 

TechnologicaI upgrading and management 

122. The Forum is of the view that CNIDO has a crucial role to play in technology 
management and technological upgrading in developing countries, including the least 
developed countries, as it is well placed to facilitate the cross-border flows of ideas. 
information and technologies. This is also an area where developing countries are 
exposed to a severe competitive disadvantage, highlighting the need for UNIDO to 
formulate and implement a comprehensive programme on technology for industrial 
competitiveness as a service to developing countries. UNIDO can also assist in the 
formulation of technology innovation policies, a system of benchmarking, and the 
revitalization of institutions dealing with innovation systems. The provision of 
institutional assistance through UNIDO for technologi.:al development and new 
technological applications, including informatics and biotechnology, will continue to be 
of crucial importance in most developing countries. Support facilities with respect to 
industrial technology can also be provided by UNIDO at various levels. First. 
information can be provided on alternative technologies. Second, assistance can be given 
in technology selection and in the operationalization of new and modem technologies, 
particularly for SMEs. Third. technical support can be provided for the development of 
an applied research capability in selected industrial subsectors and in local research and 
development institutions. For the operationalization of new technological applications 
and management techniques, UNIDO can provide a package of technological support 
in selected priority sectors. UNIOO can also play an important role in defining emerging 
technological trends and assessing the likely impact of technological change in different 
country situations. 

123. The Forum also takes note of a suggestion that UNIDO within its technology 
programme should assist developing countries to adopt national programmes for 
technological upgrading, competitiveness and new forms of technological coordination. 



Promotion of foreign inves.tment and inward flows of technology 

124. The Forum considers it necessary that a comprehensi\·e programme for technical 
sel'\ices should be undertaken particularly for African countries and least developed 
countries by U!'lIDO and other international bodies to develop competitive capability 
among local enterprises. 

125. The Forum considers that given the growing importance of foreign direct 
investment in the global economy. U1'IDO activities fo~ the promotion of investment and 
inward flows of technology need to be substantia!ly expanded. lJ~IDO should deveiop 
networks where industrial enterprises can request linkages \\ith potential partners on 
identified projects, which should be processed by U~IDO \11.ith various foreign companies 
from both industrialized and developing countries. 

SmaD, medium and micro-enterprises 

126. The Forum is of the view that the role of small. medium and micro-enterprises 
is likely to assume growing importance in most developing countries. as well as in 
transition economies. i;!'nDO advisory and support functions for these enterprises 
should include: promotional policies for their development; development of institutional 
facilities including associations for standards and quality control: promotion of contacts 
and linkages with large-scale industries and foreign enterprises: development of 
institutional capability in applied industrial research: and creation of a favourabie climate 
for the growth of local small, medium and micro-enterprises. 

Strengthening of private sector mganizations and associations 

127. The Forum considers that UNIDO should play an important role in the 
strengthening of linkages with private sector organizations dealing with industrial 
development. both at national and international events. 

Assistance to enterprises for enhanced competitiveness 

128. The Forum considers it necessary that specific programmes be established by 
U!'i'IDO for the development of competitiveness between developing-country enterprises. 
Such assistance can relate to the mobilization of investment. measures for local 
entrepreneurial development, industrial information, linkages \\ith foreign companies, 
promotion of SMEs, promotional incentives and tax cvncessions etc. for new investments 
and exports and, in general, the development of the right environment and climate for 
new industrial investment including in less developed areas. Such an exercise must be 
primarily country-specific, and conducted in close consultation and dialogue \\ith national 
Governments and representatives of industrial private sector interests. 

129. The Forum considers that it is at the level of small. medium and micro­
enterprises that the role of CNIDO is likely to be the most crucial. First, \\1th respect 
to the clusters and linkages that it can promote with other SMEs and micro-enterprises, 
including foreign enterprises; secondly, with respect to th~ development of both 
institutions and human resources. particularly nev. entrepreneurs and managers: and 
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thirdly. \\ith respect to the operationalization of new technological applications and 
managerial techniques in various fields. which would improve the competitive capacity 
of such enterprises. 

Priority developmml objectives and programmes 

130. The Forum takes note of the L:"IDO reform process including the five 
development objectives and seven major programmatic themes. The Forum considers 
that the role of UNIDO ~ill be increasingly vital for enhancing the role of the private 
sector and privatization in the changing global pattern of industrial development. 
Assistance of the kind proposed by li'!\IDO "ill strengthen market forces and private 
enterprise. Fundamentally. this assistance should aim at impro"ing the efficiency of 
markets through the dissemination of information. diffusion of technology. upgrading of 
skills. enhancement of competitiveness. twinning of potential partners, facilitation of 
SME development and rural industrialization. and promotion of investment in industry. 
UNIDO has major competitive advantages and capabilities that can be further developed 
and institutional support systems that can be efficiently implemented. 

131. The Forum recognizes that while the demand for specialized UNIDO services is 
expected to increase rapidly in the next few years. its resources are becoming more 
limited. Lack of funding prevents UNIDO from implementing a large number of 
pipeline projects in developing countries and economies in transition. The Forum 
recognizes the need to mobilize additional resources for UNIDO, particularly from 
private sector sources. These could include private sector foundations and other 
potential donors. besides groups of large companies, which could finance certain specific 
programmes to promote the development of industrial and technological capability in 
developing countries. 

132. The Forum also considers that L"NIDO should consider charging user fees for 
some of its activities and services directed to the private sector. Such fees could be 
charged for rendering services that should be considered as commercial, such as 
investment promotion. Even though such fees would not be sizeable in the initial stages, 
the~ may enable increased funds to be mobilized for certain key activities. 

133. With a narrow resource base and a sharper focus. the future priorities of UNIDO 
will need to be concentrated on the emerging demand for services as determined by the 
rapidly changing global trends that significantly influence the determinants of indu$:rial 
competitiveness. More flexible policies and a lean and decentralized management 
structure will be required to ensure efficiency and up-to-date knowledge in the fields of 
evol\fog specialization. The Forum notes that a stronger representation at the country 
level is envisaged in order to cater to the gro\\fog need for UNIDO to pursue its 
programming and marketing functions. The Forum notes that a networking approach 
is emerging as a general feature of UNIDO programmes. Furthermore. the international 
technical and information networks that t.:NIDO has built up over the years are also 
being significantly enhanced. Increased networkint; is also taking place regarding specific 
activities such as industrial information, investment promotion .. technology development 



and transfer. ad\'isory information services, industrial standards and quality control. and 
human resource <teveloprrent. dra\\ing on the experience. know-how. capabilities and 
resources that UNIDO h<lS accumulated in the field of industry over the years. The 
status and standing of L"!\100 "ill be important for supporting the development of 
international standards and guidelines as part of the Organization·s normative function. 
Faced "'ith new challenges. L"!\100 must adapt its role. functions and programmes to 
sen;e developing countries in their continued and complex industrialization process. 
which is the prime road leading to sustainable socio-economic development. 

I~. The Forum considers it essential for UNIDO, which is facing financial uncertainty, 
to ensure that its senices are more sharply focused than ever and that its functions and 
core expertise are dearly defined. It is noted that e!ldeavours in this direction are 
currently being undertaken and will be continued \\ith streamlined procedures. 
decentralized decision-making and a lean organizational structure as major features. 
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A.'NNEX II 

SPEECHES 

Inaugural address of K. Karunakaran 
Minister for Industry, Government of India 

Mr. Director-General Ladies and Gentlemen, 

It gives me immense pleasure to be with you all on the occasion of the "Global Forum on Industr}': 
Perspectives for 2(XX) and Beyond· where we would dehberate upon issues of shared interests. I am equally 
happy to have been afforded the opportunity to represent India and let me avail of this privilege to also 
welcome all those who are present here for this meeting. 

The United Nations Industrial De\elopment Organization today represents a powerful and dynamic 
catalyst to usher in industrial development in the less developed nations of the world. It today plays an 
increasingly indispensable role of providing the platform and the expertise to address the problems of 
underdevelopment and to assist in the social economic and environmental adjustments required to aL>ain 
a smooth and healthy transition to industrialization. 

As we arc preparing to usher in the 21st century, the Asia-Pacific region is marching ahead with 
greater confidence and a record of impressive economic progress. The economies of the Asia-Pacific region 
have exhibited great "ibrancy and dynamism towards growth, earning for the times the sobriquet ·Asia-Pacific 
age·. Io 1994, the Gross Domestic Product of the developing nations of Asia grew by more than twice that 
of the world average. Per capita income in the nations of the region also surged by about more than four 
times in comparison to Latin America and Africa. In 1994, the region's manufacturing-value-added index 
also soared ahead recording a growth rate of more than three times the world total. 

We are therefore in an age of accelerated economic vibrancy of the nations of Asia and the Pacific. 
The cootnbution of UNIDO, set up almost three decades ago, has been creditable. Let me thank the 
Organization and its Director-General for the contribution of the Organization in the activation of the 
economic growth and for the assistance it has rendered in awakening of the forces of progress. Y ct I should 
caution that there is no room for complacency or deceleration of the momentum that has been anained. 
Critical problems relating to the widening chasm of disparities, persistence of poverty, degradation of 
environment, infrastructural inadequacies, social and economic adjustments to new developments wrought 
by fast economic changes arc some of the areas that would require careful attention to sustain and further 
improve the accelerating pace of economic grO\\th. 

Unfortunately, when we arc in the need of a more dynamic UNIDO, there has been a reduction in 
the funds available to the Organization to assist in the process of development. The steady decline in the 
availability of funds has severely hampered technical contribution to member co11ntries. We are acutely 
concerned about this trend. During the period 1991-1994, the decline in resources available bas been a 
staggering 79 per cent in absolute terms. I appeal to the developed nations of the world to arrest thi'i 1rend 
and contribute substantially to the coffers of UNIDO. When I make this appeal, I am confidenl and 
convinced that I am only airing ·what is foremost in your minds. 

'----------------------------------------



India is going through a period of rapid chang.:. The bold programme of economic reforms tailored 
to integrate the national economy \\ith the:: international mainstream has started yielding results and we arc 

determined to be part of the growing global fraternity. 

Our democratic institutions have endured the test of time and ha\"C sen·ed well the aspiration of its 
citizens. India·s legal code protects property. contractual rights including economic transactions. The~e 

institutions prO\ide the framework for pursuing the interrelated goals oi economic de\-elopment and social 
change. 

Industry now stands substantially deregulated in India. The far-reaching changes accompanying the 
new industrial policy have abolished entl!· regulations in nearly all sectors. Opportunities are now available 

for substantial investments to be made in the rapidly expanding market. 

Indian industry is responding enthusiastically to these policy reforms. In the fiscal year. 199+1995. 
industrial groV1oth was~ 2 per cent as compared !o 6.0 per cent in 1993-1994. In April and May. 1995. overall 
industrial groV1.th has been over 15 per cent. This acceierated growth is based on emerging competiti\·eness 
of our industry. Exports have also grown by about 20 per cent in each of the last rwo fiscal ~-ears. This 
gro\llth has further accelerated this year. Capital formation in the private sector has also been commendable. 
Foreign direct m\·estment ~also bc.:.:i impressive. Since tl:e annorncemr.nt of the new economic policy. 
we have already accorded approvals to prop.:>Sals worth about l3SS 9 billion. 

The Indian corporate sector is large and diversified. \\ith a mix of ownership in the public and 
private sector. The corporate sector appears to be well positioned to sustain the economic recovery through 
investments in new capacity and by competing successfully in a more liberalized emironment. There is also 

a strong wave of corporate modernization and restructuring under way which portends well for foreign 

technology agreements and joint \·entures. 

What we have done in the last few years is to lighten the burden of our past baggage. We know 
we have miles to go before we sleep. Manufactured exports are leading our export gro\\th. However, 
further a.:celeration in our industrial and export gro\\th \llill require much greater investment in 
infrastructure. 

These arc all daunting tasks given the rapidly changing global scenario. Technology and its 
relevance in a globali7.ed market is yet to become an operational parameter of our industry. Our companies 
have to invest much more in technology than they have in the past. Our advantage is that we have trained 
scientists and engineers in abundance. We only have to utilize them beuer. The new trading environment 
consequent to the Uruguay Round has begun to pinch and it would not be long before it begins to hurt. Any 
thought of protected markets or preferential market access is fast becoming a mirage. 

Add to these the social dimension, the requirement to protect th~ weak and support the needy, to 
lake into account the special circumstances of small industry, the concerns of cobblers and weavers and you 

have a situation which anybody, let alone those in my profession, would find daunting. Our S•lCiety ought 
to change. it "ill change and is changing. We need to facilitalc the process of change. 

Changes are inevitable. A~. cmisaged, it would open new \istas and \irtually unlimited market 
opportunities. Pious words alone arc unlikely to deli,:cr. We need mature deliberation, "idcr consultation 
and interactive effort. Academia, industry and Government must pool their resourcer. to evolve a concerted 
strategy. We should also attempt to work oul the operational modalities to increase cooperation amongsl 
the members of lhe Asia-Pacific region with a "iew lo sharing indumial informalion and technology. Thi~ 

would facilitate transfer of technology among.-.t member countries "ithout them ha\ing to expend scarce 
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resources on the purchase of technical know-how from am'3Dced nations. India is willing to take the lead 
in this direction_ 

The Go\-ernmeot of India highly appreciates this important initiative taken by the United Nations 
Industrial Development Organization in focusing the world's attention on a number of issues which will ha\·e 
major impact on the de1.-elopmenl and well-being of de\·eloping countries in the year 2IJOO and beyond. This 
forum is boch cimely and appropriate. it will debare many issues which puzzle \li, suggest directions which 
many may find unpalatable and expose a larger section of populace to global trends. The issues to be 
co,,-ered are comprchensi\-e. I wish to emphasize two of these. First ·Employment and social aspects of 
industrialization·. We belie\-e that labour markets need to become more transparent e\-en thoug.b the 
progress in the recent pasc has been significant. We are r.ipidly changing the market restrictions allowing 
capital the freedom to be in\-ested in sound economic proposirions. There is no reason why labour ought 
to face different criterion. Thus. poverty alle\ia~ion is not merely a question of appl~ing part of the profits 
ro m1terial well-being: ir is also a question of equal opportunity based on economic rationaiicy. Al the same 

time we acknov.iedge the need to operationalize policies more supportive of l.ibour including freeing those 
in their early teens froo: the care of earning their li'l.-elihood. These are as much social problems as they are 
economic issues and defy eas)· solution. 

Second. we believe that the en,,1ronmental considerations .:;hould 1?0 longer be ignored. There sbo&ld 
be a harmonious balance bet\\reen de\·clopment needs and environment imperatives_ Mother Earth can 
withstand no more canmbalization_ International norms and standards must continue to guide indusrrial 
gro""th without becoming an impediment to new entrants in the market place. In the recent past. 
en\1rorunent has become rhe ally of neo-prOlectionism. The Global Forum may ""ish to discuss these 
concerns. 

I am extremely happy about the interest this Forum has generated. the excellent participation and 
the high quality of the technical papers. I am confident that the three days of dehberations of the Forum 
would generare practical suggestions to guide and evolve new policies for the year 2000 and beyond. 

Thank you. 
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Honourable Minisler of Industry. 
facellencies. distinguished guests and participants. 

I consider il a greal privilege lo address this dislinguished gathering of policy makers. industrialists. 
academics and other key decision makers in\·oked in indUSlrial de\-elopmenl on an issue of \ilal global 
significance: the role of indUSlrialization and lhe principal trends and issues in industry during lhe next 

decade and be~·ond. 

I should like initially to express my sincere appreciation and gratitude lo the Minister of Industry 
and lo the G(wernmenl of India no< only for co-sponsoring this Forum bul also for CO\-ering the local costs 
o( mOSl of the foreign participants. In \iew of the difficult times that international organizations are facing. 
it v.-ould nOl ha\"C been possible to COD\-ene this unique C\-ent -.ithout the Indian Go\-ernment"s generosity 
and unstinted support. It is also fining thal this Global Forum should be held in India, which is likely to 
..:merge no. only .lS a major industrial economy during the next decade but also as an essential bridge 
between de\-eloping and industrialized countries. 

ll is my firm belief lhal industrial development mUSl constitute a crucial element cf any de\-elopment 
stralegy. Industry is n(I( only an indispensable vehicle for the technological de\-elopmenl and moderni-ration 
of de\doping countries but is also an essential seedbed for local entrepreneurship, and for the developmenl 
of local industrial enlerprises., -.ith close linkages lo olher production sectors. It is imperative lo de\·clop 
an indusuial and cech.1olog;.cal culture in developing countries in order lo achieve rapid impro\·emenls in 
competitive industrial production and management. The need for rapid industrial growth will be all the 
greater during the next decade as bberalized conditions of trade and continuing technological developments 
result in chaLging comparative ad,rantages and increased employmenl pressures. 

I must express my concern and misgi\iogs that the critical need for industrialization in developing 
countries i.> not always appreciated in certain industrialized countries. While great emphasis is gi .. ·en to social 

issues and poverty alleviation, the principal means of sol\ing the grave problems of job creation and 
increasing incomes through industrial growth tends often to be ignored. or is given only little attention or 
resource allocation. It is argued that the interplay of market forces would. by itself, result in satisfactory 
industrial growth through the private sector. Such an approach is. J consider, quite simplistic and could 
prove to be a grave mistake, in \iew of the major constraints facing industrialization in most developing 
countries. Attempts at the international level to underplay the need for industrialization in developing 
countries are not only very shortsighted but could result in unnecessary confrontation and conflict situations 
in lhe coming years. It must be recognized by the international community that the process of 
industrialization is vital for developing countries, and lhat this '-"Ould not only nece5Sitate stralegic State 
intervention to cover market failures and shoncomings in these countries but also a greatly expanded 
programme of international resource support. Such support must cover not only increased investment and 
technology flows bul also the development of instilutional and lechnological capability in these countries to 
achieve sustained industrial growth. 

I must point oul that, in my own region. there has been clear e\.idence of the severe ad\ersc impact 
on the entire economy of unrestrained international market force!> and financial flows. Such dangerous 
developments have major implications for developing economies and \\ill require preventive or corrective 
action in future. hoth at the national and international level. 
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The Global Fonun on Ind~.try is a momentous occasion. Our intention in the coming da~-s is not 
only to re\'iew the role and outlook for global indus~· at the tum of the century and beyond. but aho to 
assess the implications of major gkbal economic deYelopments and their direct impact on industrial grn.\th. 
These de\·elopments. ranging from re,-olutio~· technological inno,;:itions to increased globalization and 
liberalization of trade and inn;stment. will be taking place \\ithin the framework of greater market 
orientation and pri••ate-sector de,-elopment. It is essential not only to reiterate the key role of 
industrialization of developing countries in the new context but also to '\SSCSS the need and prospects for new 
international relationships at the enterprise and institutional le\-els. It \\ill also be necessary for 
GovernmenL~. in bolh de\-eloping countries and in transition economics. to adopt a changing and more 
dynamic role to ensure that their economies can be truly part of the mainstream of global trade and 
im-estmenr. 

Ir is necessary for us to learn from the past. Industrialization has been crucial and the principal 
source of gro\\th and prospericy in todar·s de\·eloped economies. For de'doping countries. facing long-term 
adverse pricing trends for most commodities and raw materials. industrial growth must be recognized as the 
prin.:ipal means to pro.,ide stability and economic gro\\th. Abundant natural resources. low labour rates and 
even large markets are no longer indispensable fartors for development. nor a sufficient attrJction for 
in\·estors. Essential infrastructure. enhanced skills, technological capability and improved management 
practices consti:ute the key e·ements of ccmpelitivcne55 in the emerging ?allern of global competitiun. 
Industrial development continues to be the main channel for \-alue-added. together \\ith certain related 
senice sectors. 

But ~·ou \\ill agree that the traditional boundaries berween industry and senice are becoming 
increasingly blurred. For example, computing, telecommunications. publishing, education. entertainment and 
consumer electronics are converging. promoting new intersectoral linkages and strategic alliances. 

As a basis for our discussions. a document on perspectives on industrialization ha-. been circulated 
by UNIDO. together with a number of issue papers. These papers ia.ighlight certain key aspects. such as 
the industrial outlook for the post-2000 period. and issues and trends in new technologies, globalization. 
global trade liberalization, policy reforms. en,ironment policies and social aspects of industrialization. The 
issue papers. which will be considered in the respecti,·e panel meetings of the Forum, have raised several 
specific issues which will need to be considered by the Forum, particularly with respeci to increased 
competitiveness on the one hand and the fulfilment of the socio-economic objectives of Industrialization. on 
the other. I am particularly grateful to UNU/l!'.TECH. for having assisted us in the preparation of some 
of the background papers on technology and for its participation in the Forum. 

An important objective of the Forum is to assess the pattern of global industrial gro\\th for the next 
decade and beyond. Long-term projections are always a matter of conjecture, and certainly even more so 
during a period of extraordinary technological de,·elopment. accompanied by major changes in the pattern 
of global trade and investment. Twenty years ago. in the Lima Declaration and Pia!! of Action on Industrial 
Development and Cooperation. the target was set for developing countries to achieve 25 per cent of world 
industrial production by the year 2000. which at that time was seen as a dream. Today. they already account 
for 21.5 per cent and by the year 2000 the target ~ill be achieved. UNlDO's industrial gro\\th outlook 
indicates that the share of developing countries in global GDP could increase to 27 per cent by 2005 against 
22.3 per cent at present. In manufacturing value-added. the share of developing countries is expected to rise 
to 30.6 per cent in 2005 from 21.5 per cent at present. while the share of manufactured exports from 
developing countries is ~xp.:cted to increase from 2.i per cent in 1995 to over 35 per cent in 2005. This 
means that industry must grow at a f1ster pace than GDP as a whole in developing countries. as has always 
happened in the past in stages of rapid economic de,·clopment. How•;vcr. practically the entire increase in 
the share of the developing countries in manufacturing value-::iddcd and in manufactured exports in the last 
few year~ renects the spectacular gr,1\\th in manufacturing value-added and in manufactured exports from 
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the newly industrialiud economies in F..ast and South-East Asia. whose market share is expected lo increase 
from ll per cent in 1995 to 193 per cent in 2005. Indeed. indications are that the focus of accelerated 
industrial gro1A.th will continue to shift to this subregion. The successful experience of the East Asian 
econnmies is ob\iously not easy to emulate. At the same time. their success should certainly serve as an 

example and should exercise a strong pu/l-eff ect on the industrial and technological de•·elopment of other 
regions and developing counrries. certainly \\ithin the Asia and Pacific region. but also in ether de\·cloping 

regions. Ob\iously one should be careful about extrapolation for future years of past trends. There are 
always surprises as a result of policy decisions or unexpected events. One nice surprise for instance was to 
discm·er yesterday at a press conference that the recent gro1A.th of India's manufacturing sector has far 
exceeded expectations. particularly during the first semester of this year. In some countries in Latin 
America. including my own. the situation has unfortunately been the opposite. 

While indust1ial gro1A.th in developing countries as a whole will be higher than was expected. it is 

of gro1A.ing concern that existing disparities in industrial gro\\th in mosr developing regions and countries \\ill 
not only remain but may become increasingly accentuated during the ne:tt decade. unless immediate 
correcti\·e measures are undertaken at national and international levels. 

The une\·en pattern of industrial growth among developing countries and regions is e~1rcmely 
disquieting and could have serious consequences. If. by rhe year 2000. socio-economic conditions in mosr 
de\·eloping countries remain as inequitable \\ithin and between the countries as at present, the situarion is 
likely 10 become increasingly explosive and may give rise to social upheavals, serious humanitarian problems, 
and migration across national borders on an unprecedented scale. This y;iJI not only be true in the case of 
sub-Saharan Africa but in a number of countries in various de\-eloping regions. where industrial growth has 
only been marginal in recenr decades. Socio-economic conditions can only be significantly ameliorated 
through increased income and job opportunities, which necessit~:te a massi,·e programme of industrial gro\\1h 
and restructuring in a number of these countries. Without the implementation of a comprehensive 
programme for industriali7.ation geared to particular country situati()ns, there is a grave: danger that lhe basic 
objecrives of lhe international development agenda and of peace in the world \\ill remain largely unfulfilled. 

\\Dal ar;; the factors which \\ill have a critical impact OD the pattern of industrial grm1-th during the 

next decade and beyond? Technological development and rhe increased application and use of generic 

technologies. such as informatics, biotechnology and new materials. \\ill certainly con~·'•ute a fundamental 
dri,ing force. It is \ital in this context for developing countries to rapidly enhance and upgrade indigenous 

technological skills and capability. particularly with respect to these generic technologies both in specific 
industrial operations and in applied research and innovations. This task may be incre<tsingly difficult in 
certain fields such as biotechnology, because of the pro\isions in the Uruguay Round agreement on trade­
rclated aspecrs of i~tellcctual pr"perty rights. At the same time. the increased globalizaticn of markets, 
investmeal and industrial production will undoubtedly result in a growing interdependence: between coumries 
and berween enterprises in different countries. In an increasingly private-sector setting. th.-: ability to 
innO\·are and adapl 10 change will become the crucial factor in competitiveness: innovation in terms of 
products and proces.scs, qualify, and the organi7.alion and management of enterprises. Increasing competitive 
capability will also necef>Sitate closer inter-firm relationships. sharing technology and brand names. and 
developing slrategic alliances and partnerships with enterprises in differc:nl countries. 

The technology factor and the !rend towards computerization and increased automation results in 
the problem of reduced emplo}mcnl opportunities. Automation has already had a perceptible impact on 
cmplo~mcnt iD several industrialized economics. though job losses in manufacluring have been offset. to a 
large extent. by increased job opportunities in the industry-related SeT\ices sector. In developing countries. 
however. many of which face serious problem:. of unemplo~mcnt and under-employment. a proper balance 
would be desirable hct\';ecn the use of automated techniques for achie.,ing competitiveness and the pressing 
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need for increased job creation. Nevertheless. higher quality requiremenrs a~d international standards for 
global markets may not leave much room for manoeU\Te. 

The importan.:e of harmonizing emironmental norms with industrial growth has also become 
increasingly significant. This should not be viewed only as a question of reducing pollution or complying with 
en\'ironmental standards, but should be assessed in the broader context of the optimum use of natural 
resources, including energy and particularly water, which constitutes an increasingly scarce resource and a 
growing challenge not only for many developing countries but also for many bdustrialized countries as we 
know . 

An important feature of recent global developments has been the increasing trend towards 
regionalism, as reflected by the growing strength of the European Union, NAFfA and other regional 
arrangements. Jn Latin America and the Caribbean, Africa. Asia and the Pacific. regionalism is theoretically 
quite consistent with global trade liberalization. At the same time, ir can provide the opportunity and means 
for bypassing, or even ignoring. global trading arrangements. If this were to happen, it would have serious 
repercussions in terms of a re-emergence of protectionism and a major dislocation of global trade. It \\ill 
be necessary to ensure that regional and subregional arrangements converge towards global trade 
liberalization and that technical assistance is provided to the less developed countries and regions with a 'iew 
to levelling the playing field, as it has successfully happened in the European Union. 

The next decade should not, in my view, be an era of confrontation between developed and 
developing countries nor between host developing countries and transnational corporations. On the contrary, 
it should be a period of increased interdependence, cooperation and partnership. This will, however, largely 
depend on the exercise of co-responsibility on the part of both developing countries and developed co1mtries. 
Differences in approach and perceptions there undcn•Jtedly will be. These must, however, be able to be 
reconciled unless the attitude of some industrialized countries remains inflexible. and the pressing urgency 
for rapid industrial growth in developing countries continues to receive little sympathy and support. Global 
industrial development should move increasingly towards a pattern where there will be intense competition 
between firms, 'lD the one hand, and much closer relationships and partnership between enterprises in 
different countries, on the other. In this process, developing countries cannot, and must not, be marginalized. 
In the context of increased globalization, then, these developments \\ill be reflected in new relationships 
ranging from foreign direct investment through subsidiaries to joint ventures and non-equity licensing and 
other arrangements. There is also considerable ~teotial for strategic alliances between enterprises in 
developing countries and transition economies and those in industrialized developed countries. These may 
take the form of cross-shareholding, cross-licensing, joint research, and development of innovative products 
and processes. The large pool of scientific talent in several developing countries and transition economies. 
which is available at a relatively low cost, represents a considerable porential. At the same time, the 
effective participation of most developing countries in the future pattern of global industry \\ill largely depend 
on the substantial allocation of resources for the development of physical and technological infrastructure 
and increasingly specialized institutional support functions. 

The legitimare aspirations of developing countries to improve their standards of li1.ing. in my view, 
can only be met through industrializ.ation. This must be fully accepted and recognized by the industrialized 
economics, who must support and participate in this process. At the same lime. it is necessary to emphasize 
that new consumption patterns can and should emerge in dev~loped and developing countries, which may 
be significanrly different from those of rhe present industriali7.ed economics. Very often we hear voices of 
concern in developed countries in relation to rhe pressures that could arise in terms of resource availability 
and environmental effects if the developing world, and particularly rhe countries with large populations such 
as China and India, industrialize according to present consumprion pa!terns. There is no doubt that 
technology, human imagination and social responsibility offer many options for the future. The fact, for 
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example. that families in the developed countries have three polluting cars should not limit the genuine needs 
of future families of developing countries. 

It will also be necessary to ensure that the multiplier effects of industrial innovations are adequately 
extended to other sectors in developing countries. This may necessitate retraining and tht: development of 
new technical skills. It should also. however. result in the opening up of new categories of jobs, particularly 
in the senice sector. An example that I am fond of quoting in other countries is that of the extraordinary 
development of the software industry in the Bangalore area in this country. This is the kind of example that 
needs to be emulated by other coumries as a result of new high-tech developments. It is creative gro\\th 
of this nature that will enable promising young men and women. educated in developed economies. to remain 
in or sometimes return to their home countries and to pursue meaningful and successful careers in new 
fields. 

An important aspect of the emerging pattern of industry is the need for quality standards. 
Developing countries will increasingly face the problem of having to meet high international standards such 
as ISO 9000, requiring considerable expenditure on certification. New international standards are also being 
prescribed for emironmental norms and applications. It is necessary that developing countries become 
increasingly involved in the development of the new international standards that will govern global trade. 
Developing countries cannot remain just spectators: they must be active participants in the formulation of 
these standards. UNIDO can be of assistance in this regard. particularly in the defining of quality standards 
for small and medium industries in selected subsectors. 

A critical issue also relates to the changing role of the State, which is a very important issue. 
Ob'l.iously, \\ith increased market orientation and liberalized trading and investment regimes. the role of 
Governments is, and will have to be. significantly different in the future. Such a role cannot, however. be 
solely limited to the development of a suitable climate for private-sector investments, as is advocated in 
certain quarters. Recent international experience from successfully industrializing countries. and developed 
countries as well, shows that national Governments can play a positive and dynamic role through some types 
of interventions to correct market failures and shortcomings and ensure the necessary investment and 
technological capability for achieving increased competitiveness and sustainability. These interventions may 
take the form of policy measures, including the promotion and restructuring of subsectors and enterprises 
\\ith promising growth potential, the creation or strengthening of competitive advantages through human 
resource and technological development and other types of institutional support for local enterprises. At the 
same time. Governments also have the \\ider responsibility for ensuring that the socio-economic benefits of 
industriali.7.ation in terms of the creation of jobs and increased income in developing regions are adequately 
achieved. This would, in most developing countries, necessitate an extensive programme for the development 
of small and medium industries through local entrepreneurs especially in less developed regions. Such 
industrial enterprises must constitute the hard core of programmes for job creation. especially in rural 
regions and for weaker sections of the population. These enterprises must increasingly emerge not only as 
the focal point of industrial gro~th but must also become increasingly competitive through clusters and 
through technology upgrading and the development of innovative capability. 

The complexities of industrial growth during the next decade and beyond highlight. ladies and 
gentlemen. the continuing necessity for providing specialized industrial ser\ices to developing countries and 
transition economies. The pattern of industriali7.ation in these countries must not only be reviewed and 
restructured \\ithin the framework of fasi-changing global economic developments but must also be based 
on an integrated industrial strategy covering interrelated function~;. Specialized technological and other 
support services must also necessarily be provided at the international level so as to ensure corr.petitive and 
sustainable industrial growth. 
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It is. in this context. that the role of Ul\'100 needs to be considered by the Global Forum. While 
greater global interdependence implies increased cooperation and partnership at the enterprise le\·el and 
functions geared to this end it also highlights the need for increased specialized senices in developing 
countries and transition economies and for the periodical assessment of industrial and technological trends 
and issues on a systematic basis. as is being done in this Forum. It is intended that. on 17th October. a 
separate panel of the Forum will assess the role of UNIDO in prm.iding specialized industry-related seniccs. 
Such senices must be adjusted to different country situations at the three levels of strategies and policies. 

institutional development and enterprise-level assistance. Following its extensive rest1ucturing and reforms. 
Ur-.ilDO, in cooperation with other internation.il bodies. is uniquely suited to meet fully the demand of ics 
Member States for such specialized sen.ices today and in che coming decades. 

Distinguished Minister. guesls and participant<;. 

In the last decades, we have had sufficient e ... idence to confirm that industrialization continues to 
be a strategic force for long-term, economic and social development and that it is possible through the 
political Ylill and the joint efforts of the various sectors of society to formulate; and implement - \\ithin a 
market-oriented framework - strategies and policies for rapid and sustained industrial and technological 
development. East Asia has been the most important scenario of such consensual visions and achievements. 
But let's face it: there are no miracles or recipes. India. the new rising industrial star, is certainly conscious 
of th.: efforts required in line with established cultural values. 

The years ahead will present enormous challenges to industrialization and development in all corners 
of the world, especially to those regions and countries that have been falling behind. At the same time, the 
coming de:ades will pose a challenge of co-responsibility to all countries, but particularly to those that have 
reached higher levels of industrialization, development and well-being. Future markets, future im·escment 
opportunities, and future peace and stability will depend upon the effective recognition of such international 
interdependence and upon a realistic but at the same time imaginative programme of action for a global 
industrial development partnership that it is our challenge to design. 

Realism and solidarity are essential. But at the same time let us not forget that it was the great 
"isionaries like Galileo, Christopher Columbus, and Mahatma Ghandi who changed the world. It is time for 
new visions. India and the developing t:0untries certainly have the capacities to meet this challenge. 

Thank you. 



Speech on major trends and impacts on w-orld industry 
by Rana K. Singh, Senior Advisor to the Director-General of UNIDO. 

16 October 1995 

Honourable Minister, distinguished guests and participants, 

It is my privilege to present to you perspectives on indilStrialization: Global industrial partnerships, 
interdependence and competitiveness for the next decade and beyond. The UNIDO document that bas been 
circulated on the subject assesses the major growth tren<b anii the principal global economic factors 
impacting on industrial development. It is my intention primarily to highlight some of ~he crucial issues on 

which the Forum may wish to concentrate. 

This Global Forum is undoubtedly a unique event. It has brought together well over 100 policy 
makers, industrialists, academics and experts from over 40 countries in different parts of the w:-rld who will 
not only assess the role of industry and its projected gro\\th, bu: will also formulate specific 
recommendations on key issues facing the international community regarding the emerging pattern of 
industry during the next decade and beyond. The period up to 2005 and beyond will undoubtedly \\itness 
extraordinary economic and technological change. It will also be a crucial period, perhaps more critical than 
earlier decades, because of the extraordinary technological and structural changes that are transforming 
global indu:>try and the new relationships that will become necessary between enterprises in countries at 
different stages of industrial growth. These changes represent a dynamic potential and opportunity from 
which all countries can benefit, whether they are developing or industrialized or in various stages of transition 
to market economies. The changes also, however, reflect serious danger signals of growing production and 
technological gaps and of increasing polarization between industrialized economies and a growing number 
of countries that may become increasingly marginalized. 

The first issue for the Forum to consider is the role of industry itself. It would appear axiomatic 
to most of this distinguished gathering that the industrialization of developing countrie:. must be a basic 
developmental goal and a key objective of global development. Yet. this concept ha~ been considerably 
played down in certain quarters. The view has been expressed that li:dustrialization is no•. a unique solu!iou 
for these countries. It is also suggested that industrial growth will somehow take place automatically 1f left 
to market forces. With the enormous constraints facing industrialization in most developing countries. this 
view may appear to be rather simplistic and unrealistic. It will be, however. for the Forum to consider this 
basic issue, together with the implications it may have for the global development agenda for the next decade. 
It is our \iew, as expressed in the perspective dncument that, in a period of growing interdependence, the 
accelerated industrialization of developing countries is not only an essen1ial prerequisite for socic:-economic 
transformation in those countries but is also a \ital necessity for reducing tensions and potential conflicts in 
the global economy. 

The projections for growth during the period 1995-2005 reveal an interesting pattern. For the first 
time, the focus of accelerated growth of GDP, and of manufacturing value-added and exports of 
manufactured products, will shift to East Asia, because of the continuing spectacular growth of the newly 
industrializing economies of this region, including China. It is undoubtedly a matter of gratification that a 
group of developing countries will have achieved such singular success within a rdativdy short period. Al 
the same time, it must be emphasized that the pace of industrial gro\\th in other developing 1egions will 
continue lo he very uneven. With the exception of a few countries in Asia and Latin America, industrial 
development is expected to be slow and sluggish in most other devdoping countries, with bardy marginal 
growth in most of the sub-Saharan region. It will be a matter of growing and disquieting concern thdl many 
of the p .. or countries of today may he as poor, or poorer, hy the end of the next decade. unless mdjor 
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economic changes can be brought about. It is not enough to declare priority for social objecti\"es or for 
po\"erty alleviation. These basic problems can only be t:;ckled through the creation of new jobs and incomes 
and this can be most effectively achieved through industrial expansion and diversification. 

The global industrial scene has undergone a major tnnsformation in the last decade and it is 
necessary to consider the principal factors impacting on global industry. The most important of these is the 
revolutionary technological development. particularly in the generic technologies of informatics. biotechnology 
and new materials. Technological developments have combine!! with the globalization of markets and 
production functions. the liberalization of global trade and the harmonization of environmental norms V1.ith 
industrial objectives. These issues lead to the question of industrial policy reforms and the changing role 
of the State. both in developing international competitive capabiliry for local industry in selecred fields and 
in ensuring that the broader socio-economic goals of industrializarion are achieved. The Forum also needs 
to consider the nature of the specialized international services chat will be required for industrial:zation lli 
the rapidly changing situation of the next decade. 

The coming decade is expected to be primarily technology-driven, with technological skills and 
upgrading and the development of innovative capability at the enterprise le\"el pla}ing a key role. The 
technology factor will constitute a vital element of competitiveness with respect to new products. processes 
and organizatiC'nal structures. At the same time, the impact of increast:d automation on new employment 
opportunities has also to be taken into account. It may be quite appropriate to use computer-aided designs 
as a necessary competitive elemeni. in the manufacture of garments or leather products. It may not. however. 
be as essential, in developing countries, to use a high degree of automation and robotics in construction 
projects or in the production of consumer durables. including the automotive industry, or f- c ·:wous le\"els 
of capital-goods ma.;Jfacture. With fast-changing products and processes, a growing :......it to flexible 
manufacture may, however, be increasingly necessary, togerher V1.ith the use of new organizational and 
management techniques. 

With increasingly upen economies, the next decade is likely to see intense competition in most 
production and service sectors. This will require major emphasis on the acquisition and use of new 
rechnologies and on their upgrading and adaptation, lOgether the development of inno\"ative skills and 
capability. A new technological culture has to be developed, in which specialized training programmes. the 
use of new, ompetitive technologies and innovative applications and research are effecti\"ely integrated at 
the level of in--reasingly export-oriented enterpris~s. 

The extraordinary developments in globai communications are expected to bring about a much 
greater gfobalization of production and services. Both developing countries and economies in transition will 
necJ to be integrated into global production and marketing. Globalization must. however, be a two-way 
process. It should not necessarily mean that na1ional strategies must be merged in the operations of ~Johal 
corporations. National policies and the international operations of local enterprises must play a key role in 
determining the pattern of globalization. In certain countries and subsectors. foreign direct investment ~ill 

be of crucial importance. In other situations, alternative forms of participation may be more appropria1e 
and successful, ranging from joint ventures to technology licensing and contractual arrangements, which may 

be particularly necessary in countries where foreign inv..::stment flows are likely to be very inadequate during 
the next decade, despite policy liber .Jization. Partnershi!' and linkages in countries with well-developed 
private---i.:l.ior entities ;.nd an adequate resource base for industrial investments may also be a more popular 
form. Tl,,. ~xamples of the Republic of Korea and Taiwan Pro~inc~ of China highlight the necessity for 
nation;i! .tcrprises to take the lead and initiative in determining th•' pattern of external linkages. This. of 
course, Ji' .. :.upposes thnt national enterprises are adequately de\ eloped and have rhe necessary financial and 
technological support to take up such a challenge. 
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Toe potential for pri\-ate-sector entrepreneurship und1.,ubtedly exists in e\-e~· count~-. h must. 
however. be ghen the opportunity and support to grow and de\elcp. A new class of entrepreneurs may need 
to be created in countries where the gro\\th of local entrepreneurship has been lacking in the past. In 
se\eral African economies and leas! de\eloped countries. integrated programmes for the development of 
local entrepreneurship through small and medium enterprio;es will need to be intensified.. so that the benefits 
of <fo-ersified economic grov.th. with adequate external linkages.. can be rapidly achieved. 

The impact of h'beralized global trade and investment is closely related to globaliz.ation. The 
L~ruguay Round agreements 'WI.ill undoubtedly ha\-e far-reaching effeccs on the expansion of global crade. In 
che short run. however. the impact of the Uruguay Round on a number of developing countries is 
quescionable and may pro\·e to be negative compared v.ith Che preferential trading arrangements for these 
countries. With increasingly open economies and competing imports. it is \ital for enterprises in these 
countries to develop competitive capability in selected fields. This may necessitate considerable restructuring 
of industry in these countries. 'llloilicb must not only be initiated by national authorities but must receive 
extensive international support. together wicb external in\·estmenc and technological participation. It is also 
essential that the growing regfonalism. particularly among developed economies. does not 1.merge as an 
obstacle to global trade h'beralization. and that developing countries and economies in transition are pro\ided 
the full opportunity of participating in glob:ll trade. as en\'isaged in Che Uruguay Round. 

The need for harmonizing eD\ironmental objectives \\itb those of industrial gro\\th bas been 
recognized in all countries. Most countries have prescn'bed.. or are prescnoing. eo\irocmental norms for 
,·arious industrial subsectors. There is. ho'\"ever, growing concern that stricter en\ironmenial standards are 
being prescn'bed by developed countries. as reflected in eco-labelling. which may adwrsely aftect ey;ports 
from developing countries. International eD\ironmental standards and labels should. more appropriately. be 
determined by the imernational community. and international agencies should be associated \\ith this process. 
Compliance v.ith emironmental standards v.ill nevertheless be necessary. While this may result in additional 
costs for local companies. particularly small and medium enterprises in certain fields suc;i as chemicals. pulp 
and paper and mining. the net return on appropriate en\ironmental protection measures is expected to be 
positive, particularly in the long run. It is also increasingly necessary to shift to the use of emironmentally 
suitr.ble technologies and cleaner production centres. fields in which U'.'-nDO can pro\ide. and ;s prO\iding. 
considerable tecbrucal senices. 

The effects of global economic developments. ranging from rapid technological c!Jange and 
globalization to competitive trade. are likely to be complex and far-reaching in most de\doping countries. 
These have further to be considered in conjunction with the pressing need to achieve socio-economic 
objective:>. The nature of policy reforms and the changing role of the State have to be con:;iden.d in this 
concext. It will not be enough to privatize certain State-owned encerprises and to liberalize the prO\isions 
for investment, particularly foreign investment. St'\te intervention may be necessary in several fields. With 
respect to privatization. for exa'Dple. the problem of surplus labour has to be tackled. It may also be 
necessary to regulate the operations of private monopolies. The implications of extending privatization to 
electricity generation and distribution enterpri~es will also need to be assessed in pa;ticular count!} 
situations. 

More importantly. State intervention \\ill be necessary to prmide policy and insritutional support 
functions in order to improve the competitiveness of local enterprises. Such intenentions \\ill essentially be 
market-friendly. and can extend fro.a fiscal incentives to technological support for upgrading and research 
and for the training cf new cate!!ories of spcciali7.ed personnel. Policy support to local industry v.ill have to 
be consistent with the provisions in the Uruguay Round agreements on trade-related investment measures 
and trade-rclat..:d aspects of intellectual property. Borh these agreements include prmisions which may 
restrict the role of host governments in negotiations with foreign investors and between cntl'.rpriscs in 
technology transfer negotiations. 
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Perhaps che mosc imponaoc faccor co be stressed :S chac induscrial compec1u\·eness must be 
structured arounci indigenous capabili~·- h is the innovaCi\"e capabilicy of local encerprises chat. in che 
ultimate analysis. is che key factor as ic is che local encerprise that must compece in internacional markets. 
Ac che same time. mosc de\"eloping councries need to promoce small and medium enlerprises in order co 
di\-erl industry from areas of urban concencration co less de\"eloped non-urban regions and to e:\.1end socio­
economic benefits o\-er a much v.-ider base. 

The role of small and medium encerprises is expected co assume gro\\-iog imporcance in de\"doping 
countries during the nexc decade. Apart from such encerprises being more respons!\-e to flexible manufacture 
anc! changing demand. chey sef\-e as a "-ical link co large scale industries and co foreign enterprises. The 
de\"elopment of clusters and industrial districts concentrating on panicular fields of production can sef\·e as 
an impunant cacalyst for creating globall~- competitive small :md medium enterprises . 

There can be little doubt that increased globalization and liberalization of trade and investment will 
add significantly to the complexities of the global pattern of industry during the next decade_ This will also 
necessitate increased specialized assistan;:e for de\" ~loping coULtries and transition economies from 
internauonal organizations. particularly U~lDO. which IS the principal organization dealing v.-ith accelerated 
industrial de"·elopment in chese countries. Such assis~aoce will range from policy ad\-ice and cechnical 
sef'-ices to the development vf insticuciou~:.i facilities and the prO\-ision of specialized industrial sef'-ices. 
While induscrial scrategies are closely interlmked v.-ith macroeconomic condicions. ic is vical thac a major 
cacal~1ic and promotional role is played by an organizacion such as U~lDO to facilitate industrial linkages 
and partnerships. 

International assistance must be considered ac the three levels of strategies and policies, insticucional 
de"·elopmenc. and enterprise-level suppon. l"'.'1100 is in a unique position to pro\ide a comprehensive range 
of sef\-ices in all these three fields and is one of thf' few international organization t:quipped \\-ith multi­
disciplinary personnel including technical expercs in different fields. The Organization also has an important 
field presence, both in developing countries through it:i Country Directors and in se\"cral industrialized 
countries where inv.!stment promotion offices have been established. 

With industrial sef\-ices becoming increasingly specialized. the role of L"NIDO will need to 
concentrate on cenain specific functions for which there is likely to be a growing demand from countries at 
various !.tages of industrial development. With respect 10 indl!Strial policies, a major area of cor.centration 
will be on enterprise and industrial restructuring. panicularly in African countries and least develo~d 
countries. Regarding small, medium and micro enterprises, a field in which UNIDO has a long proven track 
record, specialized facilities and senices \\ill include programmes for entrepreneurial and managerial 
training, development of insritutional facilicies in metrology, scandardi7.ation and quality control, including 
certification of ISO 9000, and institulional support through the development of cluscers of such enterprises. 
\\ilh efficient industrial information systems and linkages with foreign enterprises. 

A crucial role can be played by UNIDO in lechnology transfer and upgrading. an area where market 
failure is endemic even in developing countries where considerable industrial gJ"0""'1h has calcen place. 
lnformacion can be provided by Ul\'100 on alternative technologies, including environrr.encally suitable 
technologies. a td on the development of cleaner production centres. besides selection and operationalization 
of new and modern technologies, especially for small and medium enterprises. Guidance in the use of 
compuler-aided de~igns for traditional induscr:'.!s is illuslrative of this approach. Technical support can also 
he provided for the development of an applied research capability in selected industrial suhsectors al the 
institutional and enterprise level. 

A vital function being performed by UNIDO. which is in greal demand from mosl developing 
countries and which will need to he suhstancially expanded in the next decade. is the de\"clopmenl of external 
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linkages and strategic alliances for de\-eloping-country enterprises. C!'ilDO bas a fair~· well-de\·eloped 
nel\mrk or industrial enterprises in \-arious countries which can be utilized for partnerships. alliances and 

other forms of cooperation bel\\-een farms in different countries. At the enterprise b-el support for 

developing closer technological linkages and quality production and inoo\-ation is being pro\ided by l·~100 

for developing international competiti\-eness among developing-count~· enterprist.--;. 

The role of L.:~100 will be increasingly crucial for enhancing the gro~tb o! the private sector in 

the changing global pauem of industrial de\-elopment. lnten-entions of the kind proposed by l'~lDO ~.II 
strengthen market forces and pro\ide essential and specialized support. These acti\ities ~ill certainly be fully 
coordinated with those of other international organizations.. such as the World Bank and ILO. 

An important function envisaged for L'l\'100 during the next decade ~ill be the strengthening of 
the U.ternational infrastructure for inc;ust~·. including the de\-elopment of codes.. norms and good practices. 

and promotion of the harmonized adoption of new technologies. It will also be necessary for L"~lDO to 

undertake periodical assessments of industrial gro>Ath trends and tbe changing impact of key gro\\th factors. 

Such periodical assessments must be undertaken as a part of UNIDO"s role as a regular forum for industry 

and will be of gmwing importance in order to catalyse the socio-economic integration of de\-eloping countrie!> 

and transition economies with global trade and industry. Such a role will also be useful in resolving common 
problems. facilitating the exchange of experience and developing appropriate benchmarks of industrial 
progress besides strengthening measures for enterprise-level linkages. partnerships or strategk business 

alliances. 

Honourable Minister. distinguished guests and participants. 

I have, in these brief remarks. cried to identify some of the key issues relating lo the perspectives 

of ir.dustrialization during the next decade. -11ere is a great potential and opportunity for a new era of 
global industrial partnership based on interdependence and increased competitiveness. and the exten;;ion of 
soc.o-economic benefits in developing countries to the maUIIlum possible extent. These issues \\ill be 
discussed over the next two days in the various panel sessions and in the plenary session thereafter. It is my 
earnest hope that the panel discussions and lhosc in the plen~· sessions will prO\idc lhe necessary guidan<:.: 
a11d new indicators for socio-economic and industrial gro\\th and will defme the new parameters \\ithin which 

such gTO\\th can be expected to take place in the next decade and beyond. 
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S~h of C. Silvera 
Union Minister of State for Industry, Gol-emment of India. 

at the closing ceremony 

Director-General of UNIDO, Secretary for Industrial Policy and Promotion. 
Shri ShungllL participants and friends.. 

I am \"Cry happy to be with you on the occasion of the conclusion of our three-day deliberatioas in 
the Global Forum on Industry. I am sure that discussions in the Forum ha\"C enriched our knowledge on 
issues of mutual concern and all of us have immensely benefited from sharing our d!fkrent experience. 

I am glad that lhc communique which has been issued at the end of the ddilx rations of the Global 
Forum considers rapid industrialization to be the main engine of gr~th in de\~ !"J>ing countries for SC\-eral 
decades to come. It is equally imponant that the Forum considers it imperative thai a new d~uamic 
approach be adoplcd to accclcr.ue the pace of industrialization in dc\-eloping COU4trics. Significantly, !he 
Forum considers technology as the core competence in competitiveness and recommends that all rounr.;es, 
particularly de\-eloping countries, formula[c and implement national 1=1ogrammcs of national competiti\-eness. 
Emergence of stricter cn\ironmcnt requirements could pose a threat to the competiti\-e position of medium 
and small-scale, resource-intensive and poUution-intensn-e firms. I am glad that the Forum has pointed out 
that this oCt'd not be the case if corrccti\-c measures are adopted by industry early on. The Forum has 
rightly pointed out that creation of new employment opportunities continues to have a highest priori(). in the 
growth programmes of most developing countries. Abo\"C a.IL the Forum has emphasized the growing inter­
dependence between the developed and the developing world and sent a strong mc:.sage for establishing the 
concept of global industrial partnership for competiti\-cness and sustainabie gro~th. 

We, in India, arc making a tremendous effort to usher in a new era of efficiency and 
competiti\-eness. Major policy initiatives in the industrial and trade sectors were ~t in mot!on in 1991 along 
with measures for fiscal consolidation. tax reforms and expenditure control. Ever sinC'.! then our intention 

has been to establish a viable macroeconomic environment which pro .. idc3 the basis for sustained economic 
growth as weU as lasting price stability. These reforms have since been extended to the capital markets. the 
fmancial sector, the foreign exchange market and various infrastructural sectors also. Today. it is wiJely 
accepted that the Indian reform programme has been one of the most comprehensive and carefully 
sequenced liberalization programmes and has been evolved keeping in \iew our needs. perceptions and 
national interest. 

We have succeeded in building a national consensus around the reform process and tailored it to 
our requirements. The policies pursued have proved to be of grea! support to the industry and we have 
received a very enthusiastic response from thousands of large, medium and small Indian entrepreneurs. A 
new wave of industrial acti'Yity can now be seen throughout the country. 

A new development in the last two years has been the recognition accorded by the world capital 
market to India as the country with most significant emerging market. The world investment .:ommunicy has 
begun to realize the enormous potential offered by India as a mega glohal market of the next century. 
More than 300 authorized foreign institutional investors have begun 10 operate in Indian markets bringing 
in an investment of approximately 4 billion US dollars. During these two yeMs, more than 30 Indian 
cornpanie1 have a.Iso raised over 3.5 billion US dollars in the international capital markets by way of global 
depository receipts. All this shows that we have become part of the worldwide process of global capital 
integration. 
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We recogniu that for being truly competitiw. the key requirement for us is to upgrade technol~ 
on a \\idespread basis. t: nless we pa~ full attention to technology. its de..-elopment as well as adaptation. 
our de\·dopment efforts \\ill nvt bring Ln the dt.-sired results. This \\ill also pren:nt us from deri'ing full 
benefits of international integration. The opening or the econom~- is enabling our '--ompanics to acquire nev. 
technology fast. But I fed that our companies v.ill also ha\·e to make their O\\n efforts and investments in 
research and devt:lopment to be able tt) stand on their own (.!el. This is essential for our future. This is a 

concern common to all de\·doping countries and an area where much mutual cooperation is needed. 

'.\lodernizacion or industries also invoh·es rcdeplo~ment of emplo~-ees. The issues of efEcienc~· anJ 

~abour welfare are. therefore. interlinled. Efficien~ demands that the productiYe assets are realloc.lted to 
their best uses as quickly as possible. This reallocation. however. needs to be effected \\ith utmost caution 
so that minimum dislocation is caused to the labour. Keeping chis in ,;ew we ha\·e strengthened the scheme 

of labour training and redeployment under the National Renewal Fund. This is also an issue of common 

concern for countries that are adjusting to the rigorous demands of the new global competition. Flexible 
labour policies accompanied by programmes for human resource de,·elopmcnt are c~ntiaL We must learn 
from each other·s experience in sensiti,·c areas. 

Small-seal•! industries form the future industrial strength of the count!}·. Small industries or today 
are the world beaters of tomorrow. We. therefore. place great emphasis on encouraging small entrepreneurs 
in e,·cry possible manner through credi< and technology support. Large industries themselves depend on 
output and sen.ices of the small industries. L therefore. look forward to the gro"ing mutually beneficial 

linkages berwcen large. medium and small industries. 

The broad-based industrial recovel}· which is currently under way can be attributed to thi.: cumulati,·e 

success of our industrial. trade. fmancial and capital market reforms. ll is also due to gro\\ing confidence 

in ou: policies and improvement in in\·estment climate. Our experience so far bas also sbo\\n that 
opportunities a..-ailable to all of ll~ are indeed massive and we can move forward together in a big way. 

Before I condude I would like to thank all the delegates for the active pa.rticipation in the 
deliberations of this Fonm ·which went a long way in making this event a success. I must compliment 
U!'.100 for organizing this Forum in collaboration "1ith the Go•.-ernment of India. I must also congratulate 

the organizers for meticulous auangements made for making this Forum possible. I hope that the consensus 
arrived at in the Forum on ..-arious issues \\ill be useful to all of us. 

Thank you. 

• 
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M'NEX III 

PROGRAMME OF WORK 

Monday, 16 October 1995 

Registration of participants 

Ina~ session 

Inaugural address by lhe Minister for Industry, Government of India 

Keynote address by Mauricio de Maria y Campos, Director-General of 
UNIDO 

Plenary session I 

Presentation on major trends and impacts on world industry by 
Rana K. Singh, Senior Ad"1sor to lhe Director-General of Ut-.100 

Organizational matters and designation of Working Panels 

Panel discussions 

Panel di.scu.ssions 

Tuesday, 17 October 1995 

Panel discussions 

Panel discussions 

Finalization of Panel reports 

Finalization of Panel reports 

Wednesday, 18 October 1995 

Plenary session II: Pres~ntation and discussion of Panel reports 

Continuation of plenary seo;sion II: Present<:tion and discussion of Panel 
reports 

Plenary session III: Adoption of report and conclusions and recomrnendations 

Closing ceremony 
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LIST OF CHAIRPERSONS, VICE-CHAIRPERSOSS ~l\iD RAPPORTElIRS 

PllMI Olailpason Vra-Ourilpm"an 

PA.,"EL I Ahmad D. Housseini Kelbert ~1.:omani S. P. Gupta 

State of world (Islamic Republic (Zimbabwe) (India) • 
industry and outlook of Iran) 

for 2000 and beyond 

PA.. l'liEL II K. Veokataraman Jorge Katz (Cnited 

New technologies. (India) 1'alions) and F. Machado 

innor.ations and (UNIOO) 

competitivmess 

PA..,"EL Ill 0. Giscard d'Estaing Kyung-Tae Lee D. V. Kapur (India) and 

Globalization (France) (Republic of Korea) ~agesh Kumar 

and industrial (C1'-C /ll'o'TECH) 

partnerships 

P.~'"EL IV J _ Olu Bajowa Raj Makoond A. V. Ganesan 

Global trade (Nigeria) (Mauritius) (India) 

l•beraJizatioo: 
Implications for 
iodostrial n-
structuring 

PA.~LV R. Kaijuka Hannah G. Woanyah Sanjaya Lall (United 

lodustrial policy (Uganda) (Ghana) Kingdom) and Nitish 

reforms: The Sengupta (India) 

changing role of 
Govtmments and 
private sector 
development 

PA..~L VI H. T. Specker Gustavo Pinto Ritu Kumar 

[o~iroome111tal (Netherlands) (Ecuador) (UNIDO) 

policies and industrial 
cowpetitiveness 

PANEL '11 H uijong Wang Alexander Sinkc\ich Ram K. \'epa 

Emplo}menl and (China) (Belarus) (India) 

social aspects of 
industrialization 

PANEL VIH Ibrahim Abdel-Rahman Ernesto G. Marcos Torbcn M.Roepstorff 

Industrial development (Egypt) (Mexico) (UNIDO) 

and international co-
l)peration: The future 
rolt of UNIOO 
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ACTIONS TO ENCOURAGE GWBALIZATION 

Actions or U1'100 

• 

• 

• 

• 

• 

• 

Provide a forum and platform to serve as an "exchange" to help 
bring together participants in the globalization process (i.e. 
investors and recipients) . 

Help developing and U'allsitional economies to chart approaches 
and action plans to attraa foreign direct in"'CSlment and 
technology transfen. 

Maintain databases and develop casc-stucEes of successful 
globalization experiences for others to emulate. 

Help participants in the p.ocess of globalization to avoid pitfalls. 
as negative experiences and setbacks could deter the process. 

Moderc;te the expectations of participants from de\'Cloped 
economies to levels supportable by developing and transitional 
economies. 

Convey the genuine concerns of investors and transferors of 
technology regarding intellectual property rights, tariff barriers 
etc. to recipients so that such concerns are adequately addressed. 

Actions or o~r multilateral development fiaaocial institutions 

• 

• 

• 

• 

• 

Help manage the transition of developing economies from 
depenJence on developmc'lt assistance to foreign direct 
investment and other forms of foreign participation. 

Evolve mechanisms for providing transitional safety net measures 
and quasi-guarantees to private investors in developing countries 
that would be seen as credit enhancements (for instance, the 
expanded co-fmancing programme of :.he World Bank). 

Pr0vide advisory services to developing economies on how tbey 
can best present themselves as attracfive destinations for foreign 
direct investment as well as look a*"~r their own interest~. 

Provide loan syndication services. 

Provide project appraisal ser-.ices, which are more credibk irl 
the eyes of the international invelotor. 

Assist developing countries in improving ~lcills and expertise in 
management in general and in project management in particular. 
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Reduce tariff ba "Tiers . 

Encourage fort~ direct im-cstment within a regulato~ 
framcwcrk that is transparenL predictable and equitable. 

Reduce the need for bureaucratic appro\"als and scrutiny. 

Ensure political and macroeconomic stability. 

Encourage local companies to in\'CSt and set up manillacturing 
facilities abroad. 

Demonstrate non-discrimination of foreign in\-cstment lis-D-lis 
local in\-cstment by establishing ground rules and boundary 
conditions that are applicable to all alike. 

Utilize the process of globalization to upgrade technology and 
skills rather than simply to open up markets. 

Encourage private enterprises to take the initiative in ensuring 
that their goods and senices are considered as global products 
and inputs. 

Adioas of industrialized-country enterprises 

• 

• 

• 

• 

* 

• 

Develop relationships with local companies based on synergies 
including sourcing to globalize manufacturing operations. 

Ensure regular upgrading of the local partner's technology so as 
to have a strong partner rather than regarding technology 
transfer as a one-time sale. 

Ensure uniformity of quality globally, be it for products or 
services. 

Have a long-term \iew of investment taking due care to plough 
back some of the returns into the d..:\-eloping country so as to 
nourish the local market. 

Establish research and development facilities in developing 
countries, so as to use specific local conrributions and low-cost 
high-calibre professional man:igcrs. 

Decide not to resort to any meac;ures that would hinder the 
progress of developing and transition economies in participating 
in globalization either by trade or investment restriction~. 

, 

• 
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A.l\lNEX VI 

LIST OF DOCUMENTS 

Aide-memoire: Global Forum on Industry: Perspccti\-es for 2000 and Beyond 
Vigyan Bhawan Conference Centre, New Delhi, India, 16-18 October 1995 

Prmisional Agenda and Programme 

Provisional List of Participants 

.\lain Paper: Perspectives on industrialization: Global industrial partnerships, interdependence and 
competitiveness (prepareJ by the UNIDO Secretariat in cooperation with Tony Ha""icins) 

(ID/WG.542/l(SPEC.)) 

Executive Summary: Perspectives on industrialization: Global U:dustrial partnerships, interdependence 
and competitiveness (prepared by the UNIDO Secretariat in cooperation with Tony Hawkins) 

(ID /WG.542/2(SPEC.)) 

Panel I: State of world industry and outlook for 2000 and beyond 

Issue paper: State of world industry and outlook for the post-2000 period (prepared by the UNIDO 
Secretariat in cooperation with S. P. Gupta) (ID/WG.542/3(SPEC.)) 

Panel II: New technologies, innovations and CO£.ipetitiveness 

Issue paper: New technologies, innovations and competitiveness (prepared by the Uf'.100 Secretariat) 
(ID/WG.542/4(SPEC.)) 

BackgrourJ paper: Technology, manufactured exports and competitiveness (prepared by Charles 
Cooper) (ID/WG.542/5(SPEC.)) 

Background paper: Foreign direct investmenc, technology transfer and exports of developing 
countrie~: Trends and policy implications (prepared b) Nagesh Kumar) 

(ID/WG.542/6(SPEC.))* 

Background paper: The implications of new organizational techniques for developing countries 
(prepared by Raphael Kaplinsky) (ID/WG.542/7(SPEC.)) .. 

Background paper: Information and communication technologies: Growth, competitiveness, and 
policy for developing nations (prepared by Edward Steinmueller and Maria-Ines Bastos) 

(ID/WG.542/8(SPEC.)) 

Background paper: Technological change and dual economics (prepared by Charles Cooper) 
(ID /WG.542/9(SPEC.)) 

Background paper: Does new tl-chnology bode well for working women? An evaluation and analysis 
(prepared by Swasti Mitter) (ID/WG.542/IO(SPEC.))*** 

Background paper: The impact of indU';trial automation on industrial organi7.atioo: Implications for 
developing countries' competitiveness (prepared by Ludovico Alcorta) (ID/WG.542/ll(SPEC.)) 



66 

Panel Ill: Globalization and industrial partnerships 

Issue paper. Globalization and industrial partnerships (prepared by the UNIDO Secretariat) 
(ID/WG.542/12(SPEC.)) 

Background paper. Globalization of manufacturing actmty: faidence and implications for 
industrialization in developing countries (prepared by Peter Nunnenkamp and Erich Gundlach) 

(ID/WG.542/13(SPEC.)) 

Background paper: Foreign direct in'lieslment. technology transfer and exports of de'lieloping 
countries: Trends and policy implicati'Jns (prepared by Nagesh Kumar) 

(ID, 'WG.542/6(SPEC.)) • 

Panel IV: Global trade liberalization: Implications for industrial restructuring 

Issue paper. Global trade liberalization: Implications for industrial rc::structuring (prepared by the 
UNIDO Secretariat) (ID/WG.542/14(SPEC.)) 

Background paper: Effects of the Uruguay Round Agreements on industrialization in de'lieloping 
countries (prepared by Tracy Murray) (ID/WG.542/15(SPEC.)) 

Background paper. Tht: impact of the Uruguay Round Agreements on manufactured products of 
the African. Caribbean and Pacific Group (prepared by Adrian Hewitt, Antonique Koning and 
Michael Davenport) (ID/WG.542/16(SPEC.)) 

Background paper. Sectoral impact of the Uruguay Round Agreements: Export of textiles from 
Asian developing countries (prepared by the Indian Council for Research on International Economic 
Relations) (ID/WG.542/17(SPEC.)) 

Background p'1per. Secto.al impact of the Uruguay Round Agreements on de'lieloping countries: 
Engineering goods (prepared by C. Niranjan Rao} (IDfWG.542/18(SPEC.~) 

Background paper: Sectoral impact of the Uruguay Round Agreements on developing countries: 
Leather industry (prepared by Nisha Taneja) (ID/WG.542/19(SPEC.)) 

Background paper: Sectoral impact of the Uruguay Round Agreements on developing countries: 
Pharmaceutical industry (prepared by Jayashree Watal and Anu P. Mathai) 

(ID /WG .542/20(SPEC.)) 

Panel V: Industrial policy reforms: The changing role of Governments and private sector development 

Issue paper: Industrial policy reforms: The changing roie of Governments and private sector 
development (prepared by the UNIDO Secretariat) (ID/WG.542.2l(SPEC.)) 

Background paper: Recent industrial policies in de\·eloping countries and ec0nomies in transition: 
Trenc!s and impact (prepared by Katherin Marton) (ID/WG.542/22(SPEC.)) 

Background paper: Governments and industriali7..ation: The role of policy interventions (prepared 
by Sanjaya Lall) (ID/W(j.542/23(SPEC.)) 

Background paper: Formul~ting industrial policy in Africa: 2000 and beyond (prepared by Mudzi.,.iri 
Nziramasanga) (ID /WG .542/24(SPEC.)) 

Background paper: Industry-related services: Key to competitivene~s (prepared by the UNIDO 
Secretariat) (ID /WG.542/25(SPEC.)) 

' 
• 
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Panel VI: Environmental policies and industrial competitiven~ 

Issue paper. Environmental policies and industrial competitiveness (prepared by the UNIDO Secretariat) 
(ID /WG .542.26(SPEC.)) 

Background paper. Environmental policies and industrial competitiveness: Are they compatible? 
(prepared by the UNIDO Secretariat) (ID/WG.542/27(SPEC.)) 

Panel VII: Employment and social aspects of industrialization 

Issue paper. Employment and social aspects of industrialization (prepared by the Ul\lDO Secretariat) 
(ID (WG.542/28(SPEC.)) 

Background paper. Industrialization in developing countries: The challenges of employment and 
social integration (prepared by John Humphrey) (ID/WG.542/2:1(SPEC.)) 

Ba.:kground paper. The implications of new organizational techniques for developing countries 
(prepared by Raphael Kaplinsky) (ID/WG.542/7(SPEC.))** 

Background paper. Does new technology bode well for working women?: An evaluation and 
analysis (prepared by Swasti Mitter) (IDjWG.542/lO(SPEC.))*** 

Panel VIII: Industrial development and international cooperation: The future role of UNIDO: 

Issue paper. Industrial development and international cooperation: The future role of U1'11DO 
(prepared by the UNIDO Secretariat) (ID/WG.542/30(SPEC.)) 

Background Paper. Industrial development and international cooperation: The future role of 
UNIDO (prepared by the UNIDO Secretariat) (ID/WG.542/31(SPEC.)) 

Report oftbe Global Forum on Industry: Perspectives for 2000 and Beyond (ID/WG.542/32(SPEC.)) 

Issued as background po.per for panels II and Ill. 
Issued as background paper for panels II and VU. 
Issued as background paper for panels II and VU. 
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