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System of Consultations

1. The Second General Conference of the United Nations Industrial Development
Organization (UNIDO), beld at Lima, Perv, in March 1975, recommended that UNIDO
should include among its activities a system of continuing consultations
between developed and developing countries with the object of raising the
developing countries’ shsre in world industrial output through increased
international co-operation. The General Assembly, at its seventh special
session in September 1975, endorsed the recommendation and requested UNIDO

to implement it under the guidance of the Industrial Development Board.

2. In Msy 1980, the Industrial Development Board decided to establish the
Systems of Consultations on a permsnent basis, and in May 1982 it adopted the
rules of procedure (The System of Consultations, P1/84) according to which the
System of Consultations was to operate, including its principles, objectives
and characteristics, notsbly:

- The System of Consultations shall be an instrument through which the
United Nations Industrial Development Organization (UNIDO) is to serve
as a8 forum for developed and developing countries in their contacts and
consultations directed towards the industrialization of developing
countries;

- Consultations would also permit negotiations among interested parties at
their request, at th: same time as or after consultations;

- Participants of each member country should in:lude officials of
governments as well as representatives of industry, labour, concumer
groups and others, as deemed appropriste by each guvernment;

- Final reports of Consultations should include such conclusions and
recommendations agreed upon by consensus amcng the participants; the
report should also include cther views expressed during the discussion.




3. Thirty five Consultations have been convened since 1977 covering
agricultural machinery, building materials, capital goods, fertilizers, food
processing, industrial finamncing, iron and steel, petrochemicals,
pharsaceuticals, leather and lesther products, training of industrial manpower,
vegetable oils and fats, and wood and wood products.

4. Through consultation meetings, UNIDO has set up a forum for developed and
developing countries dedicated to the industrislization of developing
countries. This forum has served to identify obstacles to industrialization
and has considered these obstacles from a policy, economic, Tinancial, social
and technical point of view. This forum has also been used to monitor trends
in world industry, with the result that a number of action-oriented measures
towards increasing the share of developing countries in world industrial
production have been identified and in some cases implemented. These measures
have included policy changes on the part of developed and developing countries,
new forms of intermational industrial co-operati. n, new concepts for emtry into
specific industrial sectors; and in additior, technical assistance projects of
an innovatory type have been identified and implemented by the relevant arms of
the Secretariat (ID/B/341).




INTRODUCTION

5. The Industrial Development Board, at its second session in October 1986
Jecided to include the First Consultation on the Electronics Industry in the
programme of consultation meetings for the biemnium 1988 - 1989.

6. In accordance with the sbove-mentioned decision and the established work
programme, the First Consultation on the Electronics Industry will be convened
in 1988.

7. In preparation for the First Consultation, this Global Preparatory meeting
was convened in Grenoble, France, from 28 November to 1 December 1988.

8. The purpose of the Global Preparatory Meeting was to advise the UNIDO
Secretariat on the selection of the issues that might be considered at the
First Consultation.

9. Since 1980 UNIDO has carried out several activities related to the
promotion of electronics industries in developing countries. These activities
have taken the form of expert group meetings and workshops on a regional or
sub-regional level, as well as a number of technical assistance projects.
Initial preparations for the Consultation thus started with a review of these
activities so as to formulste a plan for further action. Based on this review,
global studies on the electronics hardware and softwsre industries were carried
out in order to:

(a) Appraise the technological, economic and market trends and their
implications on the industrial development of developing countries;

(b) Ildentify ertry barriers for newcomers and propose appropriate strategies
for coberent development. '

(c) Determine the implications of the strategies of main actors and industrial
policies of industrialized countries.




10. In addition to the global studies, the Secretariat carried out a number of .
country case studies on the situation and prospects for the electronics

industries in some selected developing countries and the global diffusion of

flexible automation technologies.

11. On the hasis of the analysis of these studies, the UNIDO Secretariat
proposed three issues to the Global Preparatory Meeting, nemely:

a) Strategies for Integrated Development of the Electromics Industry;
b) Electronics Technologies in the Service of Development; and
c) Approaches to Software Development and Financing Problems.
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I. AGREED CONCLUSIONS AND RECOMMENDATIONS

The meeting recognized the following:

1. Due to the wide-ranging effects of electronics on the social, cultural,
economic and industrial situation of developing countries, it is
inevitable for developing countries to accord this industry ihe priority
it deserves in their national economic policies.

2. The electronics industry is diverse and complex and hence requires a
viable selective and flexible approach in its development and improvement.

3. To establish possible entry routes and further development paths of
this industry for different developing countries, it is necessary to
consider in an articulated manner the market and various utilization and
production activities. Thus, the market for telecommunications,
industrial electronics, office automation equipment and consumer
electronics has to be analyzed to determinc the benefits of undertaking
activities of maintenance, system integration and software development,
assembly, manufacturing of equipment, production of components and
microelectronic products.

4. The need to implrment a selective and graded protection to the
electronics industry in developing countries that will permit an internal
competitive environment.

5. The need by governments to develop a coherent strategy that will
establish priorities of production taking due consideration of local
conditions, nstional objectives and international environment.

6. The inward or outward-looking development policies for the industry
have to be conceived in the framework of an integrated programse that will
enhance internal dynamics.




7. The integrated development of the industry should consider, inter alia,
the following factors:

a) skills and employment;

b) articulation with respect to other economic sectors;

c¢) belance of payments;

d) linkage to the world industry;

e) training requirements for mastering use and development of the

technologies;
f) research and development needs; and
g) financial requirements.

8) The importance of regional and intermational cooperation in trade,
technology, training and dissemination of informetion in accordance with
the changing trends of this industry.

9) Hardware and software should be considered together due to the
increasing importance of the latter in the further development of the
industry.

10) Cooperation between industriaslized and developing countries as well as
among developing countries should be perceived with a view to achieving an
orderly development of the industry.

11) Automation in various degrees would become inevitable and therefore it
was necessary for developing countries to take into account possibilities
for sutomation in their overall development strategies.

12) The need for automation will first be felt at the level of individual
firms whil- formulating their business strategies. However, it will be
necessary to take into account the national industrial policies as well as
sacroeconomic and socio-economic objectives of the country and the
international enviromment.
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13) Optimizing the benefits of sutomation requires establishment of
coherent linkages between educational programmes, training, employment,
research and development and industry.

14) The need to devise continuous training programmes aimed at gainfully
redeploying industria) labour that may be replaced by the automation
m‘.

15) The benefits of sutomstion could also be seen in the light of
increased outputs which would result in a process of positive
restructuring of the economy.

RECOMMENDATIONS

The meeting adopted the following recommendations:

1) Due to the diversity of situations of this industry in developing
countries, such as size of internal sarket and level of national
technological capabilities, each country should define its own concrete
possible routes of entry and further psths of development matching the
market priorities with utilization and production capabilities.

2) In promoting this industry, govermments in developing countries should
play un active role in cresting the necessary enviromment for attaining
adequate levels of competitivity.

3) Developing countries should have medium and long-term plans that
include objectives ana targets to be achieved, as well as types of
products to be promoted and the policies and measures needed for the
enhancesent of the internal dynamics of this industry. Among the policies
and pessures, priorities should be given to: training, research and
development, exports, imports, technological alterrastives, investment aund
finance.




4) Developing countries should strive to develop expertise in developing
application software products tailored to their respective conditions and
needs.

5) Regional and international co—operation should be promoted in order to
enhance production complementarities that will leed to a better use of
resources at the national and regional levels, training programmes for
masiering electronics technologies, dissemination of information, research
and development, and technology transfer.

6) The introduction of suitable automation technologies in developing
countries should be done on a selective basis according to local
conditions in each country. In this comnection priority for automation
may be given to industries exposed to international competition as well as
those industrial sectors where domestic supply lags behind potential
demand.

7) In promoting automation, developing countries shculd develop coherent
education and training progreammes consistent with research and development
needs and requirements of industry. Such programmes should also be
designed to facilitate retrair..ag of the affected industrial manpower.

8) UNIDO and other relevant international organizatioms should extend
assistance in the implementation of the sbove recommendations in
particular training, research and development, dissemination of
information, regional studies especially for Africa and Latin America and
promotion of regional and internationsl co-operation.

9) The meeting recommended that the First Consultation on the Electronics
Industry should consider the following issues:

a) Strategies for Integrated Development of the Electronics Industry
including software.
b) Electronics Technologies in the Service of Industrial Development.




10) The meeting further recommended that, with respect to the first issue,
namely, "Strategies for Integrated Development of the Electronics Industry
including softwaere”, the following aspects, smong others, should be taken
into consideration:

Integration of the electronics industry in the national economy
(selectivity, policy re-orientation, balance of payments, etc);
Merket characteristics (telecommumications, industrial controls,
informatics, consumer products, components);

Indigerous production and technological capabilities (utilization,
assembly, manufacture, etc);

Policies and measures for promoting import—substitution and/or
export-oriented development;

Regional and interregional co-operation (production complementarities,
information exchange etc.);

International co—operation (transfer and enhancement of technology,
research and development etc).

11) With regard to Issue 2 on "Electronics Technologies in the Service of

Industrial Development”, the meeting recommended that the foll.wing

aspecis be taken into consideration:

selection of alternative technologies;

socio—economic adjustment;

training needs for the mastery of electronics technologies;
repair and maintenance requirements.

II. ORGANIZATION OF THE MEETING

14. The meeting was attended by 72 perticipants from 21 developing countries,
3 industrizlized countries and a representative of the United Nations
International Trade Centre and the General Agreement on Trade and Tarriffs
(At l/,

1/ Annex I: List (f Participants
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15. The opening ceremony was addressed by the representative of the Govermnment
of France, Mr. Daniel Maitre - Chef de la Mission Internationale, Ministére de
1'Industrie; the representative of the Préfecture de 1’Isére, Mr. Peres - Sous
Prifet Chef de Cabinet; representative of the City of Grenoble, Mr. Gascon -
Premier Adjoirt, and the Director of the System of Consultations, on behalf of
the Director-General of UNIDO.

16. Following the opening ceremony, the meeting elected the following officers
of the bureau:

Chuirman: Georges Pierron (France)
Rapporteur: Behram H. Wadia (India)
Vice-Chairmen: Ambeu Yenon (Cdte d’Ivoire)

Ricardo Zermeno—Gonzalez (Mexico).
17. The following agenda was adopted:

1. Opening of the meeting by the representative of the Govermment of
France;
Opening speech by the representative of UNIDO.

2. Election of officers (Chairman, Vice-Chairmen and Rapporteur)
Adoption of the Agenda;

3 The Global Electronics Industry

4 Electronics as an export indusiry

5. Electronics as a domestic industry

6. Strategies for newcomer developing countries to enter the

electronics industry

7. Approaches to Software Industry Development

B. Factory Automation Technologies: Impact on global industrial
structure

9. Selection of issues for the Consultstion

10. Discussion and adoption of the report
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III. SUMMARY OF DISCUSSIONS

18. A number of participants referred to the problem of the diversity of
situations in developing countries, which implied the need to define a method
that takes into account the size of the markets and the objectives of the
countries concerned.

19. Orme pearticipant enquired sbout the importance of electronics in developing
countries in relation to other economic sectors.

20. Twe participants underlined the importance of a global approach to the
development of the electronics industry, as well as great care in defining
policies.

21. One participant stated that the introduction of neo-liberal policies had
affected the industry’s development and it was difficult to follow a solely
export-oriented policy, therefore, both approaches should be considered.

22. Several participants stated that, because of the industry’s strategic
character, political will was necessary. Some participants considered that,
due to its high-tech nature, it was necessary to adopt a long-term view of the
industry because, in many cases, more than two decades would be needed to
master it.

23. Some participants believed that it was still possible to enter the
industry through assembling, while others considered that mastering software
constituted the future. One participant considered that one of the most
appropriate routes would be to specialize in assembling semi-conductors and to
take advantage of international co-operation, however, he emphasized that this
entry route Lad led to few openings for local industry.
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14. A perticipant stressed that the special characteristic of the electronics
industry was its development dynmmisa based on the market/consumption tandem
and that it had a high profit potential. He considered that all coumtries
should participate in the industry, while at the same time being aware of
possible market saturation.

25. Another participant regretted the rivalry among developing coumtries to
attract investors. He also expressed regret at the competition among
industrialized countries.

26. Several participants recognized that the electronics industry had become
an inescapable reality and that it formed part of the nature of current and
future development era. They also recognized that there was no single strategy
for entering the industry; it depenced on the internal situation in each
country or group of countries.

27. 1t was emphasized that the question of import substitution or of export
should not mean losing sight of the structural nature of the industry, and that
implied an integrated, balanced/articulated approach.

28. Some participants considered that, in order to achieve integrated
development, it was necessary to take into account aspects such as emsployment,
national technological capacity, and the electronic industry’s contribution to
the links among the various sectors of the economy, as well as the impact on
introduction of new forms of such products in international merkets. This
implied that an integrated programme should not be based on a purely
technological approach but should also take into account social, economic and
financial aspects.

29. A number of participants emphasized that, within the framework of an
integrated approach, it was important to choose sub-sectors and specific
products, taking due account of the financial constraints facing the majority
of countries.




30. Many participants acknowledged that in this case there was no close link
between the opening of markets and competition. Therefore, advance opening of
markets could affect the competitivity of local enterprises.

'31. Several persons recognized the importance of the role to be played by the
State in this connexion so as to ensure promotion of the electromics industry,
not only for protection but also to support training, research and development,
preferential procurement policies etc.

32. Many participants recognized the importance of international and regional
co—operation, but within the context of an integrated approsch to development
of the industry.

33. Subcontracting of products and software was acknowledged to be a means of
entering the industry, although it was also considered that assesbly likewise
constituted a possibility. Some participants believed that countries already
present in the electronics industry should turn to industrial electronics so as
to strengthen and reinforce their positions.

34. Ome participant considered that there were several ways of participating
in the international market: establishment of a national industry for the
national market, co-operation in developing local export enterprises, as well
as co-operation in creating free zones with the aims of attracting foreign
investment.

35. Many participants referred to the need to promo! > demand by creating a
climate favoursble to the consumption of electronic products (in schools,
government offices, etc.).

36. Price structure and productivity were essential elements in creating a
satisfactory level of competitivity in products.

37. Al] participants recognized the importance of training and expressed the
hope that UNIDO would play an important role in this connexion.




38. After having considered the three agenda items proposed by the
Secretariat, perticipants suggested combining items 1 and 3 (strategy for the
electronics and software industry). The second ites would be electronics in
the service of industrial development, which would lay greater emphasis on the
use of electronics. These two items would be submitted to the First Global
Consultation on the Electronics Industry to be held at Valletta (Malta) in
October 1989.

39. With regard to agenda item 1, participants expressed the hope that
emsphasis would be given inter alia to aspects such as integration of the
electronics industry in the national economy, merkets (telecommwmications,
general public, components, etc.), commercial strategies (import substitution
and promotion of exports), promotion policies and international co-operation.

40. One participant wished to see emphasis laid on the importance of the
technological constraints linked to the sector’s development. Another
participant referred to the constraints placed upon small countries.

41. A participant considered that import substitulion strategies should not
be dissociated from export promotion strategies.

42. In connexion with agenda item 2, it was proposed to take into account the
socio-economic impact consequent upon the introduction and implementation of
the electronics industry, to determine training requirements for the mastering
of technologies, as well as requirements for maintenance and repair, and
finally to choose alternative technologies.

43. One participan. underlined the problems specific to small countries and
expressed the hope that they would not receive the same treatment zs larger
developing countries. All participants recognized that there was no universal
model for entering the electromics industry and fhat each country had to draw
up its own strategy in accordance with its needs and specificities.
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Differences according to the size of markets were one of the variables to be
taken into consideration.

44. One participant expressed the hope that emphasis would be laid on the
active role to be played by the State in promoting the electronics industry:
in addition to tariff protection problems, stress should be laid on the
promotion of small and medium-sized enterprises because of their capacity for
sdaptation.

45. A participant stated that govermments should be made aware of the
impcertance of the electronics industry as an inescapable reality, as well as
the restructuring it entailed.

46. Finally, participants expressed the hope that UNIDO would organize
regional meetings on electronics, especially for Latin America and Africa.
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