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PREFACE

UNIDO and industrial development

The internationalization of industrial production, trade, investment and technology has led
to increasing prosperity for many developing countries. However, many countries have
been left behind, and concerns have mounted over the impact of industry on energy, water
and raw material consumption, as well as on the changing climate. UNIDO, as the
specialized agency of the United Nations mandated to promote sustainable industrial
development and international industrial cooperation, therefore works to advance pro-poor,
environmentally positive economic growth through industry, which can improve the living
standards and quality of life for people worldwide, but in the poorest countries in
particular.

UNIDO seeks to achieve this goal through its global forum functions, its technical
cooperation activities with developing countries, and its research and normative work. The
Organization concentrates on three thematic priorities:

*  Poverty reduction through productive activities;
*  Trade capacity-building; and
* Environment and energy.

UNIDO as a partner in the global development system

Industrial development can be promoted most effectively as part of a holistic approach to
human development, through the joint efforts of multilateral and bilateral agencies, non-
governmental organizations (NGOs) and private actors, which come together to assist
developing countries and regions in furthering both internationally-agreed goals and
individual country needs according to their respective abilities and competences.

To this end, the Organization has created alliances and synergies to maximize the value it
brings. UNIDO partners closely with United Nations system organizations such as the
United Nations Development Programme (UNDP), the Food and Agriculture Organization
(FAQ), the International Fund for Agricultural Development (IFAD), the United Nations
Environment Programme (UNEP), the International Trade Centre (ITC) and others.
Cooperation and collaboration with complementary government institutions, international
financial institutions and global and regional development banks are also central to the
Organization’s approach. In addition, UNIDO actively collaborates with bilateral aid
agencies, private enterprises, civil society and academia.

In its commitment to advancing the effectiveness, efficiency and impact of the United

Nations development system, UNIDO is an active supporter of United Nations reform,
which in a time of global economic crisis has assumed an even greater urgency.
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UNIDO's contribution to the global development agenda

Coherence in action demands cohesion in policy. UNIDO operates together with its many
partners to meet development aims, including specific areas of action in the fields of
environmental protection and combating climate change.

Among the most important targets are the Millennium Development Goals (MDGs). While
industrial development has an important bearing on the achievement of all MDGs, the
Organization especially focuses on the following:

*  MDGI: Eradicate Extreme Poverty and Hunger

UNIDO’s work in the field is centred on the promotion of industry-led growth to lift
people out of poverty.

*  MDGS3: Promote Gender Equality and Empower Women

The participation of women in the productive sectors, and especially as entrepreneurs,
is fostered through policy and institutional support as well as capacity-building.

e  MDGY7: Ensure Environmental Protection

While industry is a key source of the economic growth needed to fight poverty, it is
also the cause of much environmental degradation. UNIDO helps to protect the
environment by reducing industrial pollution, seeking new and cleaner technologies
for industry and promoting renewable energy and energy efficiency.

*  MDGS: Develop a Global Partnership for Development

Meeting development goals is a collective undertaking. UNIDO thus works in
partnership with others across the breadth of its activities, as well as addressing the
key MDGS targets of meeting the special needs of LDCs and, through its trade
capacity-building activities, helping to develop an open, rule-based, predictable trading
system.

Details of the Organization’s structure can be found at the end of this Report under the
heading “General Information on UNIDO”.
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THE YEAR IN REVIEW

The activities of the ITPO network are enhanced by its strong link to the more than
60 Subcontracting and Partnership Exchanges (SPXs) set up by UNIDO. These not only
provide “matchmaking” services but also help local enterprises to upgrade their
performance, and increase their competitiveness in the global market for subcontracting.

Under the UNIDO Cleaner Production programme, which promotes the adoption of
environmentally friendly practices and technologies by industry, there are now 33 National
Cleaner Production Centres (NCPCs), five National Cleaner Production Programmes and,
in Latin America, four NCPCs that are part of a regional cleaner production network. More
information on the NCPCs is given in section 5A.

F. United Nations reform and system-wide coherence

The Secretary-General
of the United Nations

with the members of

the CEB (Berne,

April 2008).
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The triennial comprehensive policy review

The triennial comprehensive policy review (TCPR) of operational activities is a United
Nations instrument to provide an overall framework for orientating the development
cooperation activities of the United Nations system, and making them more effective. The
General Assembly employs it both to guide the operational activities of the system and to
monitor their implementation. After agreement is reached on a management report defining
policy areas, actions, benchmarks and time frames, reporting on these issues takes place
regularly over three years. In addition, specific reports may be requested by the General
Assembly.

UNIDO was closely involved this year in the preparation of the TCPR Management Plan,

which took place under the direction of the United Nations Department of Economic and
Social Affairs (UNDESA), and its presentation and discussion at the Economic and Social
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Council (ECOSOC) and the General Assembly. UNIDO also participated fully in the
substantive activities covered by the TCPR.

Many of the substantive activities were related to United Nations reform, especially the
functioning of the United Nations Resident Coordinator system (RCS) and simplification
and harmonization of the United Nations development system. At the system-wide inter-
agency level, UNIDO has been actively involved in the work of the CEB and its subsidiary
committees: the High-level Committee on Programmes (HLCP), the High-level Committee
on Management (HLCM), and the United Nations Development Group (UNDG).

The HLCP and the HLCM have been instrumental in coordinating system-wide coherence
and agreeing on specific steps towards harmonization and simplification. The UNDG has
been especially important for developing and coordinating the in-country procedures for
the Delivering as One initiative, and improving the operations of the RCS. UNIDO is a
non-rotational member of the UNDG Advisory Group, and is an active participant in all
five of the UNDG working groups that provide guidance to the United Nations Country
Teams (UNCTs). It has also participated in several events and country missions organized
by UNDG to address specific country-level issues, such as capacity assessment. The next
section will discuss efforts to increase system-wide coherence.

TCPR calls for increased efforts in the areas of gender, resource mobilization (including
reliable long-term funding) and development capacities in developing countries. UNIDO
has made many contributions to system-wide efforts in this area, including the Expert
Dialogue on Women Empowerment and Entrepreneurship Development discussed in
section 1C. As section 1B has shown, the Organization was successful in mobilizing
additional resources for its operational activities, and UNIDO's efforts have contributed to
the increased funding for development activities under the One Programmes. The following
chapters will show that UNIDO makes significant contributions to capacity-development in
the developing countries, among others by stimulating South-South cooperation.

System-wide coherence

UNIDO remains fully committed to enhancing the coherence, effectiveness and results-
orientation of the United Nations system. Many examples in this Report illustrate how this
commitment is reflected in action taken at Headquarters and in the field. This section will
highlight major inter-agency efforts in which the Organization was involved.

In March, UNIDO organized the highlevel dialogue “United Nations System-wide
Coherence: The Next Steps” at its Headquarters in Vienna to gain a better understanding of
the development aspects of system-wide coherence and the Delivering as One initiative,
identify the main challenges and map out the way forward. The meeting was attended by
more than 300 participants, including the United Nations Deputy Secretary-General, the
Co-Chairs of the United Nations General Assembly Consultations on System-wide
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coherence, high-level representatives of UNIDO Member States and senior officials from
16 United Nations system organizations, the CEB Secretariat and UNDG.

UNIDO played a prominent role in the establishment of the CEB Cluster on Trade and
Productive Capacity composed of UNCTAD (chair), UNDP, ITC, FAO, UNIDO, WTO and
the Regional Commissions. During 2008, the cluster promoted joint programming in a
number of Delivering as One pilot countries and organized a joint training session to raise
the awareness of Resident Coordinators on the role of United Nations agencies in trade
and productive-capacity issues. An Inter-agency Resource Guide on Trade Capacity-Building
was prepared under UNIDO leadership (see section 4A). It was distributed to Member
States at the launch of the CEB Cluster on Trade and Productive Capacity during
UNCTAD XII in Accra, Ghana.

Under the chairmanship of the Director-General, UN-Energy developed a workplan to
enhance the collective impact of United Nations agencies on the issues of energy access,
renewable energy and energy efficiency. Specific events included a workshop on energy
efficiency in Washington, D.C., a high-level dialogue on energy services for the achievement
of the MDGs during a General Assembly session, and a technical meeting during the
Conference of the Parties to the United Nations Framework Convention on Climate
Change (UNFCCC) in Poland. UN-Energy and GEF launched a $45 million energy access
programme for West Africa, focusing on renewable energy sources and energy efficiency.
UNIDO coordinated the preparation of a highly acclaimed note on the energy crisis and its
links with the food and financial crises for the CEB retreat in October.

CEB has organized the work on climate change of the United Nations system in five focal
areas including adaptation, technology transfer, capacity-building, reduction of emissions
from deforestation and forest degradation, and mitigation/finance. UNIDO and UNDESA
were invited to serve as co-conveners for technology transfer. They presented an initial note
on the issue to HLCP in July and convened a meeting of HLCP member organizations in
September in Vienna. The meeting reached agreement on joint activities in the areas of
technology transfer indicators, technology transfer and intellectual property rights, lessons
learned from implementing the Montreal Protocol, and the Technology Needs Assessment
handbook being updated by UNDP and UNEP.

At the country level, UNIDO was active in the UNCTs, theme groups and clusters and in
joint programmes and activities. The Organization has made particular efforts to promote
partnerships with agencies that have complementary mandates. Following the design,
planning and programming phase of the main components of the Delivering as One
initiative in 2007 and early 2008, most of the pilot countries have started the process of
implementing their One Programmes. Key developments in the eight pilot countries in
2008 are summarized in Table 2.

UNIDO’s active involvement in the Delivering as One initiative has brought important
changes to the way the Organization operates, some of which have been discussed earlier
in this chapter. A cross-organizational team monitors developments in the pilot countries
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and ensures prompt reactions to requests from the field. Seminars with staff at
Headquarters and in the field have underlined the importance of Delivering as One.
Monthly progress reports on UNIDO’s participation in the pilot countries keep staff
informed of developments and ensure follow-up action. Regular audio conferences are held
between Headquarters and field staff to exchange information and resolve outstanding
issues. A Senior Coordinator for United Nations system-wide Coherence oversees
UNIDO’s involvement in the various inter-agency and country-level processes.

Table 2. Activities in the eight Delivering as One pilot countries during 2008

Albania The Joint Executive Committee (JEC) approved One
United Nations Coherence Fund allocation of
$3.3 million for the implementation of twelve joint
projects and programmes.
To be integrated in the One United Nations Programme
very soon: A UNIDO stand-alone project on cleaner
production and energy efficiency as well as
contributions to the joint programme under the CEB
Cluster on Trade and Productive Capacity.
Memorandum of Understanding (MoU) on One Fund

currently under consideration.

Cape Verde MoU signed on One United Nations Programme (OP),
including the One Transition Fund.
Terms of reference of the UNCT, One Transition
criteria allocation and resource mobilization strategy
approved by the UNCT.
UNIDO contributions included in three of the nine
subprogrammes; assigned lead agency of the
subprogramme “Growth and economic opportunities”.
2009 Annual Work Plans (AWPs) being developed for

One Transition Funds mobilization.

Mozambique Joint Government/United Nations Steering Committee
(JSC) approved. One Fund allocation of $13 million for
the implementation of eight joint programmes.
UNIDO allocated $1.13 million for implementation of
activities under three joint programmes: Youth
employment, women’s empowerment and environment
mainstreaming and adaptation to climate change (joint
programme, MDG-F).
2009 AWPs being prepared for One Fund mobilization.
One Plan 2007-2009 to be extended following extension
of the United Nations Development Assistance
Framework (UNDAF) 2007-2009 until 2011.

Pakistan UNDAF 2004-2008 reviewed and extended to 2010.

One United Nations programme draft at advanced

stage.
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Participating United Nations Organizations, including
UNIDO, signed MoU on One Fund.

UNIDO stand-alone projects in trade capacity-building,
SME development, environment and cleaner
production included in the One United Nations
Programme, along with joint programmes being

developed in three of the five thematic working groups.

Rwanda

JSC approved 2008 One Fund allocation.

$13 million allocated to joint programmes contributing
to the attainment of the five main results of UNDAF
2008-2012.

UNIDO allocated $1.5 million to implementation of
activities included in four of the five UNDAF results.
Over 80 per cent of the funds transferred to UNIDO are
being implemented.

Mid-term review of One Fund implementation end
September.

2009 AWPs being prepared for One Fund funding.

United Republic of Tanzania

One Fund in operation.

The JSC approved $18.3 million for the implementation
of six of the seven joint programmes.

UNIDO has been allocated $2.2 million, of which 75
per cent were transferred and are being implemented.
The UNCT is developing the extended OP 2009-2010 to
cover 60 per cent of UNDAF 2007-2010.

UNIDO has reviewed its second phase integrated
programme to align its content and cycle with the

OP 2009-2010.

Uruguay

The JSC approved a total of §$3.3 million for the
implementation of ten projects and programmes.
UNIDO was assigned the role of lead/convenor agency
of two projects and is a participating organization in the
joint MDG-F programme under the thematic window
“Culture and Development”.

$362,000 transferred to UNIDO for implementation of
the two projects by December 2008.

Viet Nam

Fourteen United Nations organizations, including
UNIDO, signed the second OP 2008-2010.
Membership of the One Plan Steering Committee
(OPSC) agreed. UNIDO will be represented on the
OPSC twice in the period of 2008-2010 (second-half
2008 and second-half 2010).

Approximately $32 million expected for second OP.
The One Plan Funds Mobilization and Allocation
Committee is developing funds allocation criteria for
second OP.
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One Plan 2008 annual review reports and One Plan
2009 AWPs prepared by all the 11 Programme
Coordination Groups.

One Leader MoU reviewed by UNCT and endorsed
again for the next six months.

UNIDO accepted to meet its contribution to the One
House ($65,823).

G. Partnerships with other agencies and actors
Joint action for human security

To promote human security, UNIDO has joined forces with other United Nations
organizations and counterparts.

UNIDO is exploring the concept of resilience, including the ability of socio-political and
economic systems to adapt to pressures, with the Austrian Federal Ministry for European
and International Affairs, in connection with the Vienna Environment for Human Security
(VEHS) initiative which the Ministry launched in 2007. The initiative advocates a stronger
role for the Vienna-based international organizations in increasing human security. It draws
on their individual areas of expertise while strengthening ties among the Vienna-based
organizations themselves and with the Austrian Government, by identifying and promoting
common approaches.

After an initial workshop in February, a seminar entitled “Preventing Conflict, Creating
Resilient Societies” was organized in August in the context of the Forum Alpbach, a yearly
international meeting which discusses major current problems and tries to formulate
interdisciplinary solutions. The discussions centred on the potential role of the Vienna-
based organizations in consolidating peace and accelerating development in the
Mano River Union (MRU - Céte d’Ivoire, Guinea, Liberia, Sierra Leone) countries. The
outcome was an agreement on a medium-term project, “A resilient state: a template for
peace and development”’, which will explore how the resilience concept can support
peacebuilding and development.

Other notable partnerships include:

* The Multi-stakeholder Programme for Productive and Decent Work in the MRU
Countries, jointly developed by UNIDO, ILO and UNDP, and partly implemented in
collaboration with the Youth Employment Network (YEN). Activities under the
Programme are described in section 6B;

* The YEN programme in China, in which UNIDO currently works with ILO and
UNESCO, with financial support from the MDG-F; and
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* A programme on youth migration and employment which is being implemented in
Tunisia with ILO, FAO, the International Organization for Migration (IOM) and
UNDP.

Partnerships with financial institutions and with the private sector

UNIDO strengthened its strategic partnerships with financial institutions and other
sources of funds to increase the impact of its technical cooperation.

During 2008, the Organization worked especially closely with IFAD. UNIDO and IFAD
jointly organized a three-day technical seminar and consultations on value chain and
pro-poor market development in Rome in October. Both organizations shared their
experiences in the application of the value chain approach in the agricultural sector. On the
basis of this, areas of synergy were identified. In order to achieve greater results through
future cooperation, UNIDO and IFAD signed a strategic partnership arrangement to
pursue greater efforts and joint projects, specifically in (a) value chain and market linkage
development; (b) promoting SMEs in agro-industry and agro-processing; and (c) food
production and bioenergy. UNIDO also helped to design IFAD projects in India, Nigeria
and Sierra Leone that will improve access to technology and markets for small agricultural
producers.

UNIDO'’s joint action with the African Development Bank (AfDB) in implementing its
Africa Food Crisis Response programme consisted of developing a strategy for reducing
post-harvest losses, assessing the AfDB’s agricultural portfolio and recommending pilot
projects for technology transfer and training.

UNIDO also sought to cooperate with the private sector in the implementation of its
projects. In October, it joined Africa Investor Magazine, Microsoft Corporation and the
International Finance Corporation in inviting 40 chief executive officers from African
companies and international companies operating in Africa to the Conference of African
Ministers of Industry (CAMI). The meeting gave African business leaders an opportunity to
air their views on the industrialization strategy of the African Union (AU), and on their
involvement in its implementation. The private sector representatives agreed to advise
UNIDO regularly on its technical assistance programmes and to act as champions for its
initiatives among AU governments and other companies. They will also consider
supporting specific programmes relevant to the development of their business.

Building on earlier activities, the UNIDO-Microsoft partnership launched the Uganda
Green Computers Company, the first refurbished computer centre of excellence in
Kampala. The centre, which employs 50 highly skilled staff, is refurbishing 10,000 quality-
brand computers. These are resold with a licensed software package and a one-year
warranty for $175 which is one-third of the price of a new computer in Uganda.
Information and communication technology (ICT) training and after-sales support are
available, and over 700 SMEs have already benefited. The partnership makes personal
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computer ownership affordable and accessible for local SMEs and entrepreneurs.
Governments in other African countries have requested replication of the initiative.

The Director-General
and the Vice President
of Corporate
Marketing, HP Europe,
Middle East and Africa
exchange copies of the
joint agreement on the
GET-IT programme.

In the context of their partnership programme, UNIDO and Hewlett-Packard (HP) signed a
joint agreement in May to implement the Graduate Entrepreneurship Training through
Information Technology (GET-IT) programme in Africa. The programme provides training
to under- or unemployed young people and is currently being implemented in Egypt,
Morocco, Nigeria, South Africa, Tunisia and Uganda. Nine training centres offer the GET
IT curriculum, which focuses on the basics of entrepreneurship with practical, hands on
experience in the use of technology. This helps them to find jobs or start their own
business. It is expected that the programme will have 2,000 students in 2009. UNIDO and
HP intend to create twenty additional training centres during 2009-2010 in Africa and the
Middle East.

H. Advocacy

In 2008, the importance of advocacy for the Organization was further emphasized through
the operationalization, within the Bureau for Organizational Strategy and Learning, of a
dedicated unit for Public Advocacy and Communications under the new UNIDO
Spokesperson.

The unit has widened the scope of public information activities, making UNIDO’s core
messages more visible and showing how UNIDO positively transforms the life of people in
developing countries through clear examples drawn from the Organization’s technical
cooperation activities. It promotes UNIDO’s flagship reports, including the Industrial
Development Report (see section 2C), to be launched in February 2009. It has also
continuously upgraded the Organization’s public website to reflect its growing importance
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as the main advocacy tool and has developed more diversified content, including more
multimedia reports that showcase UNIDO’s achievements.

The attention of the international media and the information networks of the United
Nations system has been drawn to the Organization’s participation in international
conferences and high-level meetings, and UNIDO’s stakeholders were informed fully and
promptly of the deliberations and outcomes of these global forum activities. Major
international events which highlighted the Organization’s key role in development during
2008 included:

* The Summit of the AU (Ethiopia, 25 January-2 February), in which industrial
development was the main theme;

*  The First Global Agro-Industries Forum (India, 811 April);
* The International Conference on Renewable Energy in Africa (Senegal, 16-18 April);
* The Global Renewable Energy Forum (Brazil, 18-21 May);

* The 18th Conference of African Ministers of Industry (CAMI) (South Africa,
24-28 October);

*  The LDC Ministerial Conference (Cambodia, 19-20 November); and

* The Global Conference on Traceability and Food Security (Egypt, 3-5 May).

A brief description of some of these events may be found in the relevant chapters of this
report.
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Research helps to improve existing, and define new, technical cooperation services.




HARNESSING THE POWER OF RESEARCH,
EXPERIENCE AND IDEAS

A. Focus on fundamental issues

The importance of research for UNIDO’s activities cannot be overstated. Solid analytical
capabilities and a thorough understanding of industrialization issues are essential for good
advice and well-designed, effective programmes and policies. Research also raises the
visibility of the Organization vis-a-vis other United Nations organizations, governments and
academia, making UNIDO an essential point of reference for industrial development
thinking and practice.

In order to improve its analytical capacity and better serve its project staff and external
stakeholders, the programme and activities of the Research and Statistics Branch were
thoroughly overhauled during 2008. The main aim was to focus the research and statistics
efforts more strongly on the fundamental dimensions and roots of industrial development
in the context of UNIDO’s thematic priorities: poverty reduction through productive
activities, trade capacity-building and environment and energy.

The new research programme is based on focus, integration, value added and relevance:

* Focus: The programme concentrates on a small set of closely connected issues that
describe and explain industrial development, and on their implications for UNIDO’s
thematic priorities. Enhanced focus helps knowledge to advance;

* Integration: Together, analysis and statistics produced under UNIDO’s United Nations
mandate provide a solid empirical foundation and coherent explanations for industrial
trends. Purpose-made indicators will be developed to underpin the analytical work;

*  Value added: Practical, useful knowledge is created that is not available elsewhere and
that can be directly used in the design of industrial policies and projects;

* Relevance: Efforts focus on meeting specific needs for diagnostic and systematic
knowledge by governments and the private sector as well as other parts of UNIDO.

The causal factors of industrial development and related structural change will be examined
from an applied research perspective with a strong empirical basis. Studies will address the
impact of investment and technological change on industrialization, emphasizing the role
of domestic investment in its different forms such as machinery, industrial infrastructure
and knowledge. The role of technological learning and change related to these investments
will also be closely examined. Particular attention will be given to the technology choices of
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HARNESSING THE POWER OF RESEARCH, EXPERIENCE AND IDEAS

individual firms and their efforts to adapt or create new technologies, including the
question of why and how these lead to productivity shifts in different industries.

This type of analysis will be complemented by the investigation of conditions, actors and
development mechanisms that make a clear contribution to poverty reduction, sustainable
use of energy and the environment and building a dynamic trade capacity. In this way,
research contributes to the achievement of the MDGs. New impact indicators for poverty
reduction, energy efficiency and the environment will be developed, and research activities
will be concentrated in the following key areas:

* Poverty reduction: The roles of strategies based on, respectively, capital investment,
productive activities, labour utilization and natural resource exploitation in creating
business environments and initiatives most likely to reduce absolute and relative levels
of poverty;

*  Trade capacity-building: The part played by different types of investment, technological
change and patterns of collaboration (between private and public sectors, across value
chains or within industrial clusters) in enhancing competitiveness in international
markets;

* Environment and energy: The impact of cleaner, resource-saving techniques and
technologies on energy efficiency and the ecological balance, in the context of
industrial strategies and structural change.

Research findings will help to focus existing technical cooperation services and define new
ones. Integrating new knowledge in operational activities and learning from the experience
of its application in the field will result in a much better understanding and strengthen
UNIDO as a “learning organization”. Therefore, close collaboration between researchers
and technical cooperation staff will be sought at all levels of the knowledge generation
process.

A major future task of the Research and Statistics Branch will be to build a basic industrial
policy framework that can be used for designing optimal country-specific industrial
development strategies. In a global economy with its many feedback loops, such strategies
must take account of national, regional and international developments. Since UNIDO'’s
research will be conducted at all these levels, the policy framework based on it will allow
countries to integrate the full range of issues into their strategies, from the local to the
international.

B. A forum for global development

To respond effectively to the complexity of global economic developments, technical
cooperation also needs to be accompanied by global forum activities through which
stakeholders can share ideas, information, research and experience. UNIDO provides a
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common platform for a wide range of actors in the public and private sectors to enhance
cooperation, establish dialogues and develop partnerships.

Developing new knowledge, methodologies and policy recommendations requires, among
other things, associating with related United Nations organizations, universities and
research centres. The research programme will enter into agreements and collaboration or
“knowledge partnerships” with other United Nations agencies, top academic institutions
and centres of excellence specializing in industrial development and UNIDO’s thematic
priorities. During 2008, partnerships were strengthened with Japan’s Institute of
Developing Economies and Oxford University’s Department of International Development.
A new partnership for the study of industrialization patterns in rapidly advancing
developing countries is being forged with the United Nations University. This will expand
the knowledge base of the Organization and create information synergies for the
generation of new knowledge.

C. Industrial Development Report 2009

Industrial Development Report 2009

Breaking In and Moving Up:
New Industrial Challenges for the Bottom Billion
and the Middle-Income Countries

The Industrial
Development Report is

one of UNIDO's
UNITED NATIONS . -
@ INDUSTRIAL DEVELOPMENT ORGANIZATION flagship publications.
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The publication of research results is closely linked to global forum activities. The Industrial
Development Reports are a major output of UNIDO’s research, with high international
visibility. The Reports provide new insights into the benefits and challenges of modern
industrial development and provide insights in the effectiveness of industrial policies. The
focus will increasingly be on major development topics.

Work on the Industrial Development Report 2009, subtitled Breaking In and Moving Up: New
Industrial Challenges for the Bottom Billion and the Middle-Income Countries, was completed at
the end of 2008. The new Report points out that many countries are failing to establish a
vibrant, competitive industrial economy while others are struggling to keep up, in spite of
the fact that industry, which is driven by the explosive growth of trade, has expanded
rapidly in developing countries over the past thirty years. The Report reviews the
opportunities and constraints faced by countries of the “bottom billion” trying to break into
global markets for manufactured goods and middle-income countries striving to move up to
more sophisticated manufacturing. It focuses predominantly on manufacturing but also
discusses resource extraction, which is the other major type of industry in developing
countries.

Unprecedented changes in the global economy are redefining industrial development,
opening some avenues and closing off others. Industrial structure is changing dramatically
because of the shift from products to tasks, and shifts in geographical concentration.
Because countries differ in their structural characteristics, industrial strategies developed in
response must differ. The focus in the Report is on three aspects of structural change in
industry: As industry moves on, what does it produce, where does it locate, and where are
its outputs sold? The Report seeks to improve our understanding of these structural
changes and sets out some economic policy responses to help countries break into and
move up in the global industrial economy. The policy space countries have, given their
development levels and rates of growth, is discussed and illustrated with a number of case
studies.

Following tradition, the present Report also reviews industrial activity worldwide, including
measures of technological advance, and highlights significant structural differences
between and within regions. The coverage of the competitive industrial performance (CIP)
index, introduced in the Industrial Development Report 2002/2003, which tries to capture the
ability of countries to produce and export manufactured goods competitively, was
increased to 122 countries.

D. A full range of information

UNIDO's research output continues to include the full range of working and discussion
papers, country and sectoral analytical studies, journal articles, books, compendia,
conference papers, manuals and methodologies, reports, the Industrial Yearbook of Industrial
Statistics and databases. More information can be found in sections 6C and 6D.
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A major new output will be the Topical Issues in Industrial Development, a quarterly or
biannual publication focusing on the impact of current major economic and political trends
on industrial development in developing countries. The targeted readers are government
officials, researchers and development practitioners. Different dissemination methods will
be used for different audiences. Apart from traditional channels (including participation in
conferences and media releases), research dissemination will in future make more intensive
use of UNIDO’s web page and will also adopt novel approaches such as concise policy
briefs aimed at high-level decision makers. Field offices will become important channels for
the dissemination of research findings.
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POVERTY REDUCTION THROUGH PRODUCTIVE
ACTIVITIES

Concerted efforts to halve the proportion of people whose income is less than $1 a day
between 1990 and 2015 had begun to bear fruit in 2008. According to the United Nations
Millennium Development Goals Report 2008," there was an overall downward trend in
poverty in the world. The Report nevertheless pointed out that this downward trend
showed significant regional differences, and that increases in medium- to long-term
commodity prices might push 100 million people deeper into poverty. The continuing
international financial crisis will have even stronger negative impacts.

This economic environment and the seven years left until the target year of the MDGs
present a considerable challenge. UNIDO'’s response is to make every effort to reduce
poverty through industry, with a strong focus on the private sector. To create the right
environment for the sector, industrial policies, institution-building and industrial support
services continue to be important fields of assistance.

A. Policy support for competitive industries and private sector
development

Making industrial sectors internationally competitive and stimulating the transition to
technology-intensive, high-value added industries requires effective policies. In developing
countries, however, policymaking bodies are usually too weak to support the process of
structural change and the creation of a vibrant private sector. UNIDO has therefore
established a programme to strengthen them. Interventions focus on:

(a) The creation of competitiveness intelligence units in key public and private sector
institutions, staffed by well-qualified academics with direct access to the highest level of
policymaking. Their task is to provide the rigorous analytical foundations required for the
design, implementation and monitoring of high-impact industrial policies;

(b) The establishment of “industrial observatories” to monitor global trade and
industry trends and to benchmark national and firm performance.

UNIDO has launched several competitiveness programmes in Latin America, creating
competitiveness intelligence units in Ecuador and Paraguay. These programmes have

' Published by the United Nations Department of Economic and Social Affairs, August 2008.
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triggered a rapidly increasing demand for similar programmes in other developing regions,
including sub-Saharan Africa.

The first programme was launched in Ecuador in 2003 and resulted in the establishment of
a competitiveness intelligence unit in the Ministry of Industry and Competitiveness. The
unit became a formal part of the Ministry in 2006, ensuring recognition by the public and
private sectors.” The unit helped to design Ecuador’s industrial policy in 2008, and will be
involved in the implementation of specific programmes and their subsequent evaluation.
The unit has been converted into a Department of Statistics and Industrial Studies within
the Sub-Secretariat of Competitiveness. UNIDO retains an advisory role.

In 2007 UNIDO introduced an online Private Sector Development toolbox, which aimed at
supporting policymakers and practitioners in their efforts to develop and implement private
sector development programmes, with a focus on the three subjects of cluster and network
development, export consortia and corporate social responsibility (CSR). The toolbox
demonstrates the core principles of private sector development and guides its users
through the project cycle, from preparation to formulation, implementation and evaluation.
A component on business membership organizations (including chambers of commerce
and employers’ organizations) was added in 2008. Topics such as competitiveness analysis
are intended to be added in the future.

B. Cluster development

With joint forces, the
owners of small firms
in Nicaragua increase
their competitiveness.

The programme for small and medium enterprise (SME) cluster development aims at
addressing the challenges associated with the lack of linkages among small businesses and
support institutions, which often prevents SMEs from realizing their full growth potential,

* The work of the industrial observatory and the unit’s analysis and publications can be accessed on a website
(www.ecuadorindustrial.org).
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particularly in the context of global value chains. To strengthen its contribution to poverty
reduction, the cluster development programme increasingly focuses on working directly
with the poor.

Projects for SME cluster development are under way in Colombia, Ecuador, Ethiopia, India,
the Islamic Republic of Iran, Morocco, Nicaragua, Pakistan and Senegal. With financial
support from the Government of Italy, UNIDO is now launching an innovative project in
Viet Nam aimed at twinning Vietnamese and foreign clusters, following an approach
piloted in India. A project launched to develop a cluster in the automotive component
industry in the Samara region of Russia assists local suppliers in meeting the industry’s
quality requirements, facilitating the integration of Samara’s suppliers into global value
chains. The ITPOs in Italy, Japan and the United Kingdom have helped to promote clean
development in the clusters of the State of Orissa, India.

In addition, the following capacity-building and knowledge dissemination activities worth
noting are:

* A seminar in Marseille, France, in collaboration with the Agence Francaise de
Développement, presented the issues of cluster development to policymakers and
industry leaders from sub-Saharan and North Africa;

* Two training events were organized with the International Training Centre of the ILO
in Turin, [taly;

* A training programme on the principles and practice of SME cluster and network
development in South Africa was organized jointly with the South African Department
for Trade and Industry in Pretoria, South Africa; and

* In the context of UNIDO’s cluster development and CSR activities an expert group
meeting was held in New Delhi, India, to discuss the lessons learned from recent
cluster projects in India.

C. Rural and women's entrepreneurship development

The Rural and Women's Entrepreneurship Development programme stimulates
entrepreneurship in developing countries, with a focus on women and youth. Under this
programme, UNIDO has prepared entrepreneurship development curricula for secondary
and vocational schools in Angola, Cameroon, Guinea, Mozambique, Namibia, Rwanda,
and Timor-Leste. Increasing youth employment is also part of a United Nations system-
wide collaborative and coordinated effort. In this context UNIDO launched a programme,
financially supported by the Government of Japan, for youth in the countries of the MRU
which is described in section 6B.

In the State of Khartoum, Sudan, UNIDO is helping to improve vocational and technical
skills by establishing four training centres in partnership with the State Government and
the private sector, and with financial support from the EC. In addition, an existing centre is
being upgraded and community-based organizations as well as NGOs will be strengthened
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Training centres in
Khartoum State,
Sudan, help young
people and displaced
persons to improve
their technical skills.

so that they can contribute effectively to the training of internally displaced persons. The
aim is to train at least 6,000 young people and displaced persons. The training centres will
also be enabled to provide business development services to support income generation
initiatives.

As discussed in section 1C, the Expert Dialogue on Women Empowerment and
Entrepreneurship Development organized in July will help UNIDO to promote women’s
entrepreneurship even more effectively in the future.

D. Agro-based industries

Bamboo products
provide a profitable
source of livelihoods
in the Lao People’s
Democratic Republic.

Agro-based industries play a key role in the transition from traditional rural to competitive
manufacturing-based economies. UNIDO helps countries to acquire the skills and
technologies to develop those industries. Such assistance is also given to those whose first

44






