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Mr. President, Excellencies, Distinguished Delegates, Ladies and Gentlemen

First of all I should express our gratitude to the departing president of the last session of the General Conference, Vice-president Reyes Lopez of Guatemala, for his commitment and dedication to the work of UNIDO as well as to congratulate our new president, Ambassador Moreno of Italy and his bureau for his unanimous election.

Let me now start these remarks by giving you all the warmest welcome to the tenth General Conference of the United Nations Industrial Development Organization. This is a very special occasion for us all at UNIDO and we are very honored to receive so many high level officials at our Headquarters in Vienna, Austria, at the very heart of Europe.

It is indeed a special occasion for us because the session starting today, and lasting the next two years will mark, at its conclusion, the first twenty years of existence of the Organization as an independent specialized agency of the UN system.

That is why for me, it is a particular pleasure to share this podium with the President of Madagascar, Marc Ravolamana, the President of Timor Leste, Mr. Xanana Gusmao, the Prime Minister of Tanzania, Frederic Sumaye, the Vice President of Sierra Leone, Solomon Berewa, the Vice President of Panama Arturo Villarino, the Governor of Yogyakarta, Special Region of Indonesia Sri Sultan Buwono X and Minister Ferrero Waldner of Austria, a very good friend of UNIDO, who will welcome you all on behalf of our host government.

I also want to thank Mr. Rubens Ricupero, Secretary General of UNCTAD for joining us today as well as Professor Jeffrey Sachs, Special advisor of the Secretary-General on the Millennium Development Goals who made an extraordinary effort to participate in our debates at this session.

It is indeed a privilege to share the inaugural session with nothing less than 50 Ministers coming here from all over the world to represent their governments and with so many other important officials who decided to join us today. We consider it a massive demonstration of interest and support for our Organization and its work from the international community.

Mr. President, Excellencies, Distinguished Delegates to the General Conference

I have had the honor to work as the Director-General of our Organization already for 6 years.  During this period, we have together witnessed the transformation of this Agency into a vibrant, relevant and effective Organization. And since we have discussed extensively the reform process of UNIDO in the past, I will ask for your concurrence to concentrate my comments today first on its results and then on the challenges ahead.

The first and immediate result of the transformation of UNIDO is the unprecedented financial stability, which has been maintained throughout the last six years. Since its very inception, this Agency faced continual financial uncertainty. 

In the very first year of its existence as a specialized agency UNIDO faced a shortfall of some 30 per cent of the regular budget. The shortage of funds gradually became worse and reached its bottom-out with the withdrawal of the USA in 1996, which left leaving its dues unpaid, and further worsened during 1997 when the Organization was on the verge of bankruptcy. 

For the last 6 years we have enjoyed financial stability in spite of the hurdles and problems we had to face. And financial stability means very concrete things. First and foremost, it represents the opportunity to count on an appropriate level of resources, both human and financial, in time and in full for our technical cooperation programs.

Additionally, for the staff of the organization, its most valuable asset, it represents job security; this enables them to concentrate on meeting the demands for services placed on the Organization by its clients.  Such security is evidenced from the fact that we were able to maintain the level of staff serving the Organization, both at Headquarters and in the field, and improve their motivation by extending the length of their contracts up to three years; by promoting 34 per cent of the staff members in the last three years – a record level within the UN system - and significantly improving the gender balance.

The second tangible result of the reform process has been the sharpened focus of our technical activities. We have specialized our Agency. Although UNIDO was created as specialized Agency of the multilateral system, as happens to many other UN bodies, it suffered from an over proliferation of activities and programs of very different sorts and nature. So, we went back to the fundamentals, we re-specialized the agency.

When we started to sharpen the focus of UNIDO, as many as 250 different technical activities were reported by almost 300 professionals. We concentrated all those activities in 16 service modules and more recently; as per our own staff initiative, we reduced them to 8. We also developed new devices for our technical cooperation delivery such as the Integrated Programs approach, the Country Service Frameworks and the Stand-alone Projects.

The practical results of this concentration of activities have been the increased impact of our programs at the field level. This year we may not only achieve our target of USD 90 million, as I promised to you at our last General Conference, but also expect to exceed this figure. This would be an increase of more than 10 per cent as compared with 2002 and the demonstration that our TC delivery has reached pre-crisis levels. 

The relevance of our process of re-specialization can also be observed from the performance of the voluntary contributions received from our development partners. It clearly indicates that we have re-gained the confidence and interest of the international community. Net approvals from Governmental sources have doubled since 1998, when we started our reform process. Furthermore, net approvals from the multilateral funds have also registered a significant increase since that date.

This major focus of our activities and the improvement in the contributions received helped us to achieve a real concentration on low-income countries in general and Sub-Saharan Africa and LDC’s in particular. Our technical cooperation for low-income countries accounts now for 70 per cent of our portfolio while in 1996 it was 48 per cent.

Distinguished Delegates, ladies and gentlemen,

The changes at UNIDO have enabled the Organization to achieve financial stability, focus, relevance and effectiveness. This has been recognized not only by our governing bodies or the independent evaluation by our external auditors, but also by development thinkers and specialists in security issues every now and then. 

Congratulations to you all, Member States, members of the staff, members of the international community for having achieved something very practical and concrete: the revitalization of a much needed player in the international arena.  

I would like to express my gratitude for the continuous support received from our Member States over the past 6 years, without which, this remarkable transformation would have been impossible. In particular I would like to warmly welcome South Africa, Monaco and Timor Leste, countries that have joined UNIDO during my tenure. 

At the same time I wish to extend my gratitude to the staff of UNIDO, who trusted me and demonstrated their commitment, dedication and belief in the work of the Organization, ensuring we can meet the expectations and demands place on us in an ever demanding international context.

Mr. President, Excellencies, Distinguished Delegates
Having said that let me now turn to the challenges lying ahead.

The problems we face as a global society are formidable. According to UN records today, 37 countries are confronting some sort of political conflict and 30 of them are either under UN conflict prevention and peace making missions or peacekeeping and peace building operations. This represent almost one fifth of the countries of the world and affects approximately 1 billion people.

An enormous number of people are suffering from epidemic diseases like malaria and HIV/AIDS that are reaching alarming levels, to the extent that the future economic prospects of the countries are affected through significantly reducing the capacities and availability of their labor force. The search or application of a cure for these epidemic diseases have to be addressed by the international community due to the unsuitability of market mechanisms within the current levels of income per capita of the affected populations.

There are people who hold that poverty and inequality, under different guises, are the oldest problems confronted by mankind. Perhaps they are right. Even today, all our technology and financial resources have failed to prevent three billion people lacking sanitary systems, two billion having no access to modern energy sources and 1.3 billion having no clean water. What is really new, however, is not the existence of the phenomenon, but the rate at which the problem is growing.

The difference between the income of the richest 5 per cent of the world’s population and the poorest 5 per cent was 30 to 1 in 1960 and 60 to 1 in 1990, that is to say a progression of 30 points in thirty years. Seven years later it grew 14 points, so that it reached 74 to 1 in 1997, thus doubling the speed at which this measure of inequality grew.

These problems are aggravated by demographic trends. Without migration, the population of the rich countries will start to decline this year and by 2050 it will have decreased by around 126 million. Meanwhile, the labor force in developing countries will grow by around 700 million by 2010 and the percentage of the world’s young population living in these countries will reach 90 per cent.

In addition to poverty and inequality, environmental degradation has been with us all along on planet earth. In the last 50 years, the world has lost one quarter of its topsoil and one third of its forests. Fresh-water ecosystems are declining at an annual rate of 6 per cent and marine ecosystems at a rate of 4 per cent.

When the last industrial revolution took place, human resources were relatively scarce, whereas our natural resources were relatively abundant. After two hundred years of technological changes that have dramatically increased labor productivity, the intensive use of natural resources at their extraction, rather than their replacement value, and the over-confidence in the ability of the environment to absorb waste, would appear to indicate that this relationship between human and natural resources has now been reversed. Natural resources have become relatively scarce while there is an abundant availability of manpower. We urgently need to dedicate ourselves to increase the productivity of each ton of water, soil or energy we extract from the planet.

Let me now briefly refer to the process of globalization, which over the last few decades has gone hand in hand with the problems of financial volatility and market access. If not dealt with properly these problems may mean a severe constraint to the prosperity of developing countries and LDC’s.

Distinguished Delegates, Ladies and Gentlemen

It would be inappropriate to content ourselves with our corporate achievements when so much deprivation and marginalization still surround us. Although we have achieved success in improving our Agency’s performance and its contribution to the development goals of the international community, the challenges lying ahead are still enormous. UNIDO’s development partners have to face the challenge of doing more.

The world faces today new political threats like the emergence of global terrorism and the potential proliferation of different sorts of weapons of mass destruction, while the persistent political disorder or cross border disarray in many countries still affects a significant number of the world’s population.

These problems grow hand in hand with poverty and inequality, adding pressure to the migration flows and demographic trends, increasing demands for the treatment of certain epidemic diseases and deteriorating the environment.

From our specialized field of promoting industrial development, UNIDO’s development partners may wish to discuss how to sharpen even more our contributions to the world political and security agenda and to the economic development debate.

It will be necessary to do so in order to maintain our relevance and to address the multiple interconnections between diseases, poverty, violence, lack of development and the absence of human rights that confines a growing number of the world’s population to the margins of the global society, that we are so eagerly trying to build.

In such a society, driven by the powerful forces of technological change and market integration, there is no more room to differentiate between our political and our economic agenda. Our actions and contributions must be designed to influence both agendas. In our modern society, peace and progress depend more and more on our capacity to win the hearts and minds of the peoples of the world. And unless we win that battle every country will remain ever more vulnerable to the consequences of social unrest and economic deprivation.

I don’t want to claim here that there is a direct link between poverty and terrorism, but it is undeniable that the presence of abject poverty reduces, if not eliminates, the capacity of the governments of those regions to control internal and cross-borders trafficking of weapons, persons and illegal substances. In my personal opinion, in the future, national security policies will have to include a strong development component from the very moment of its formulation to succeed in addressing the modern challenges placed by global terrorism.

That is why is so important to attune our contribution to the international development goals. This year’s Industrial Development Forum is designed to discuss precisely the contribution of industrial development to the Millennium Development Goals, and will include Round Tables to discuss many of the challenges I just referred to. 

You are aware of the need to continue our efforts to focus UNIDO activities and have demonstrated so through the Strategic Guidelines approved in 2002. We used them to formulate our Corporate Strategy, to refine our Service Modules, and to draft our Medium Term Program Framework and our Research Agenda. The underlying concept in all these documents is that of productivity enhancement for social advance. This is indeed a central concept for poor countries to achieve the Millennium Development Goals.

What we need to do now is to also reflect this concept in the profile of our technical cooperation portfolio. To increase productivity in a developing society you have to devote all the more attention to the promotion of the private sector, to agro-industrial development, the promotion of investments, to build capacity for market access and the management of technology.

You selected all these areas as UNIDO’s core competencies, and we are prepared to do more in those fields. They are indeed essential to fight poverty through industrial development and all what we need, to increase our delivery, is for more donor’s attention to be given to funding our core competencies.

If you see our technical cooperation portfolio you realize the share of those activities barely reach 30 per cent of the total. We will need to increase donor’s contributions in those fields to improve UNIDO’s support to the Millennium Development Goals. We will even have to learn how to better utilize multilateral funding and international protocols to add resources to our work in private sector development, agro-industries and investment promotion and to build capacity for trade. And we will need to improve our process of decentralization to make it more regional and substantive, using the very decentralization process to fight poverty. We have to do this while maintaining our strong presence and very important role as an implementing Agency of many international protocols.

We all know that to defeat poverty, marginalization and deprivation, UNIDO’s efforts alone will be far from being enough. However, we need to ensure we play our role in an effective manner to enable the international community to work on other fronts.

Other fronts like the overall increase needed in resources devoted for development aid, the reform of the UN system and the drafting of a new development agenda. Progress in all these fronts will be necessary to increase our chances of success in the fight against marginalization and deprivation.

After two years as Chairman of the High level Committee on Programs of the UN System, I am convinced that the UN reform process will have to include the reshaping of institutions and mechanisms of coordination and a renewed linkage of the political and development agenda of the UN. For that purpose it will be desirable to reorganize the work of the Economic and Social Council and the institutions related to it. UNIDO stands ready to make its contribution to this process.

And it will be necessary to accept that macroeconomic programs, institutional arrangements and market-oriented reforms have generally been oversold and a new set of policy prescriptions, probably at the level of the microeconomic policies and those dealing with science and technology, will be necessary to enhance the interaction of markets, economic agents and institutions in the developing countries with the overall objective of increasing productivity for social advance. Particularly if we expect to gather popular support for governments to implement economic reforms in the future. Our technical cooperation programs and our research agenda and global forum activities have been designed to make a contribution in this regard.

Mr. President, Excellencies, Distinguished Delegates, Ladies and Gentlemen

Working together during the last six years we have taken the opportunity of transforming UNIDO into a vibrant reality.  Let us renew our commitment today to transform your impressive support and the improvements in our performance into practical results through our field operations. It is there where we want to make a difference in a very concrete manner. Because in UNIDO, we believe that at the end of the day all our reforms, our meetings and our speeches are only worthwhile if they make at least a modest contribution, to change the fate of the poor people of the world.
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