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INTRODUCTION

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

It is my great pleasure to warmly welcome you t® tiirty-fifth session of the Industrial
Development Board.

Let me start by expressing my gratitude to andidente in our President, Ambassador
Bazoberry Otero of Bolivia. Together with the memsbef his Bureau, and based on the
experience of our thirty-fourth session, we carcteafident of smooth proceedings under
his able leadership.

Mr. President,
Distinguished delegates,

|. THE CURRENT GLOBAL CONTEXT

From the Food-Fuel-Finance (3-Fs) crises to the Valility-Vulnerability-Viability
(3-Vs) challenge

At the time of your last Board meeting in May, therld was trying to grapple with the
Food, Fuel and emerging Financial crises, the Heecthree-Fs. At that time, the World
Bank estimated that over 100 million people wouwtddished below the poverty line and
that most of the gains we had achieved in reacthiedMDG targets were at risk of being
wiped out. | say “emerging financial” crisis basa at that time, we considered it a
mortgage crisis restricted to the housing sect®ix months later, we are beginning to
feel the impact on the real sectors — especiallpufecturing — and some economists
describe it as the worst economic crisis in the pagenty years.

It is not for me to recount in detail the turbulertbat engulfed the planet after a sudden
and sharp cut in the supply of credit, which evdlugo a solvency crisis and which may

even engender a global deflationary trend. Youraegling it in the papers every day.

You are feeling its effects. Leaders of the worétvédn come together to start rebuilding

the system. To guard against a shock of this ndtitting us once more, such global

action is much needed.

These are volatile times. Volatility brings vulability to poor nations. Remember how
we reeled in shock as the price of oil hiked upwaadd upwards. Where would this end,
we asked ourselves. And that was 2005. Since thenshocks we have witnessed have
multiplied month by month. They are almost numbivigu know, the price of oil today
is actually more or less as it was in 2005 — bub wbuld have guessed that only a few



short months ago? And who would dare to guessritg in two months time? We can
say the same for other commodities, such as food.

Robert Zoellick of the World Bank recently indicdtinat there is a risk of capital inflow
to developing countries drying up, exports droppingestments falling off in response,
growth decelerating. Such a scenario would meaestiar beyond those experienced so
far, potentially undermining the viability of busiss and fragile governmental structures.

Instead of the three-Fs, we might talk about theatVs: volatility, vulnerability, and
viability.
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As the Secretary-General has saide“have heard much about how the problems on
Wall Street are affecting innocent people on Main ®eet; we need to think more
about those around the world with no streets"

What have we learned from the current crises?

As the debate rages on about what caused the, ¢risisit should be contained, what the
impact on the real economy could be and how devsjoand transition economies will
be affected, some stylized facts are emerging:

1. Globalization has created even greater interdepe@dand market connectivity
than we assumed existed. Economic effects and is\paave faster than we ever
believed possible. For example, the crisis spreifldimeight weeks to engulf the
whole world, including countries as far apart as Wnited States, Iceland,
Hungary, Ukraine, Poland, China and South Africa;
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2. The links between the financial sector and the @eahomy are more substantive
than initially thought; hence unfettered and exisesgreed in Wall Street has led
to the closure of factories around the world, all a®job losses and misery for
innocent workers on every part of the globe. Ther&ary-General put this
clearly just yesterday:today’s financial crisis will be tomorrow’s human
crisis.”

3. Stereotypical solutions that may be based on idgohoust give way to pragmatic
evidence-based solutions tailored to meet the Bpeealities of economies. As
former US President, Bill Clinton said on the Wofdod Day forum at the
General Assembly in October, “we literally blew fiecause we assumed that the
markets can solve every problem or can correct slebras;

4. Smart public-private sector partnerships, backecdefiigctive regulations, trump
total laissez-faire;



5. “Development doctors”, that is, practitioners ozdl®pment policy, may need to
heal themselves first. We must have a sense oflityimvhen things go wrong
we should step back and reflect on our own possitiétakes. We, the purveyors
of development paradigms, cannot put the blaméemedcipients.

Implications for multilateralism

The agenda facing the multilateral developmentesyst- already difficult — has been

further complicated by the crises. In additiomieeting the MDGs, addressing climate
change and the food crisis, we are now faced witflohal economic recession and
deflation the likes of which have not been seerover seventy years. In short, this
autumn the international community was exposedeto realities of globalization. Thus

the UN system, and for that matter UNIDO, cannateha static vision.

1. Coordinated multilateral consensus and actiorsirequired on many fronts

Never has the world been more interdependent, nkaerit been more shaped by
technological, economic and social progress — awtmhas it been more vulnerable to
economic shocks. Functional and effective multilism is the world’s best hope for
progress, shared prosperity and peace — the bpsttbdix the broken threads. And not
just the financial system, but also the multilatérading system, the system to fight
climate change and encourage energy diversity, thadsystem to ensure predictable
multilateral development assistance.

Multilateral action requires a commitment to maltdral development assistance and a
completion of the Doha Round negotiations, plusagreement on climate change in
Copenhagen. We must not lose our resolve herethisatnoment in Doha, nations are
gathered to review the implementation of the MameterConsensus on Financing for
Development (FfD). But FfD has been presented witfat Dr. Supachai of UNCTAD
has called a “double whammy”: not only must the korey process deliver on the
commitments made in 2002, but now it must do s@imuch changed, weakened,
international economic environment. Non-aid flowsdeveloping countries are already
falling at an alarming rate: remittances have deoppy about 5 % and are projected to
fall much further as recession grips the wealtbh@intries. The OECD estimates a 40 %
decline in FDI to developing countries.

2. Trade matters for poverty reduction
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As you can see from the chart on screen, the oelsttip between growth in income and
growth in trade is a strong one.
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Yet, as this second chart shows, globalization dsetheless starkly uneven. Income
disparity between Least Developed Countries (LD&s) OECD countries has almost
doubled since 1980!

This underlines the importance of arriving at aefbbdsed, predictable, development-
oriented trading system.
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Just over a week ago, | was in Siem Reap, Cambaidibe Ministerial Conference of the
LDCs, which UNIDO organized together with WTO. | svgreatly heartened by the
commitment that the ministers gathered there madarther deepen their participation
in global trade. It was a particular pleasure toakvolosely with Pascal Lamy, who

reaffirmed both his resolve to finalize the negidias in the Doha Development Round.
He also expressed his belief in the necessity fimng and growing Aid for Trade

measures to really translate Doha into reality.

Mr. Lamy also recognized that there must be strosgpport for capacity development
to allow poorer countries and their enterprisespéoticipate in trade at all. Trade
capacity-building is, of course, one of UNIDO’s mapriorities and we are widely
recognized as a leader in Aid for Trade.

3. A new low-carbon or green industrial vision is peded

Earlier this year, when the price of a barrel dfpgaked at almost $160, it seemed that
interest in alternative sources of energy was pephkis well. Yes, there were legitimate
worries about certain types of biofuel productiard ghe effect on food supply. But
nations and energy corporations around the wona gerious thought to strategies for
the low carbon era. There were moves to invesesearch in solar, wind, and hydro
energy. Now that the see-saw has dipped back ath&riemptation is to say, what'’s the
hurry. But there are sound economic reasons fasiments in renewable energy and the
infrastructure to support them. Such investmentk stimulate demand in the short run
and have a positive impact on long-term produgtivit

Last month, UNEP launched its Green Economy liveatlt seized the chance to
redirect investment into the Earth’s natural cdpidorests, peatlands, soil and waters.
UNIDO supports this fully. And our own Green Indystnitiative will complement it.
We aim to reduce the “climate footprint” of manufamg activities, bring about more
efficient use of energy, materials and other resesyr promote the design and
manufacture of environmentally friendly productsnda respond to potential
environmental barriers to trade.

Green industry represents a real opportunity fer daveloping world. Those countries
that take advantage of it will have both the clsammvironment and the fasted-growing
business.



During my time as Chairman of UN-Energy, | havedme more and more convinced
that renewables are the critical link between figdtglobal climate change and fighting
poverty. Developing countries need to expand actesliable and modern energy
services if they are to grow. Lack of power alreatigs more than 2 % off the annual
growth rates of a number of countries in sub-SahAfaca. If you take South Africa out
of the equation, the region’s remaining 700 mill@tizens have access to just the same
amount of electricity as do a quarter of the popoiaof Germany!
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UNIDO projects, like the one you see here in Weskwanda, are built by locals, using
local materials. This mini-hydro facility powers tnanly small industries, but also 250
households and a medical clinic.

4.The role of industrial policy

The failure of some countries, and particularly LO@ reap the benefits of globalization
is in part due to the failure to build up an ade¢guadustrial policy base. The prevailing
ideological view during the Washington Consensusveas that the market would take
care of the economy: it seemed at times that tHg imdlustrial policy to command
widespread support from economic gurus was thaé thleould be none at all.

Yet developing countries could not have been ekt achieve what no other country
was able to do: to industrialize without industnllicy or to develop rapidly without
industrialization. The multilateral system needsctinsider ways in which targeted
industrial policies can form the cornerstone ota/reconomic trajectory firmly rooted in
green growth.

II. RESPONSE OF UNIDO TO THE NEW REALITIES

Mr. President,
Distinguished delegates,

As some amongst you will surely know by now, pessimis not in my nature. | believe
in the ability of the poor to lift themselves outmoverty through productive activities.
That is no blind faith — we have tangible evidet@erove it. No country has left poverty
behind without building a productive base, witheatering into trade. And this means
investment in people, in developing capacity anarigating an environment in which
economic growth can flourish. We find “can do” pkepmn all nations. But “can do”
policies are often missing.

The UNIDO Medium-term Programme Framework 2010-203PF), which you will

be discussing at this Board meeting, must be fat@wking and must ensure that the
Organization is agile enough to assist countriegl@aling with the issues | have just
mentioned. The MTPF must give consideration to fet that factories are already
closing in emerging economies due to the financieis, that the potential investment



expected for clean technologies and green energynoiabe realized, that governments
may not be able to fulfill their commitments to domting climate change, that the
bottom billion may be pushed much further belowpbegerty line of a dollar a day.

Within this context UNIDO, has established a sdimkse over the past three years to
ensure that it can contribute meaningfully to tlegrglobal socio-economic and political
realities. Over the past few years, we have po&tl UNIDO as a respected niche
player within the United Nations development system have demonstrated that we can
be a conceptual leader and significant contribtliosugh our contributions to the One-
UN initiative, our effective Chairmanship of the tBhergy Group, and our new role as
co-convener of the technology transfer clusteef $ecretary-Generals’ climate change
initiative. In three years we have establishe@éwa &nergy Branch and a Trade Capacity
Building branch both of which have already showsifpee results — for example, the
current TCB programme portfolio is now at aboutmiion euros with a pipeline of
over 400 million euros for 2010-2015; within oneay¢he Energy Branch has conducted
three major global forums in Asia, Africa and Lathmerica and designed a US$150
million programme for the Global Environment Fagili
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lll. A SHARED VISION FOR UNIDO

In 2005, before you entrusted me with the respditgilbor our Organization, | shared
with you my vision for a UNIDO, which, under my st@rdship, would become a trusted
partner for its stakeholders. | promised to enhatsceore functions; to make the most of
its capacity to contribute to the Millennium Devetoent Goals (MDGSs); to grow its
support for the LDCs and Africa; to consolidatetperships at the country level; and, to
strengthen the Organization’s global forum actati

It is for you, distinguished delegates, to judgeébut | hope you will find that our
management and our staff have done their bestep temy vows. My responsibility to
you as Director-General is to make UNIDO — your @nigation — one that is fit for
purpose. That was true in 2005, and it remainsrinve.

1. UNIDO as a trusted partner

My vision was to see UNIDO complete its break wdtdrker times and to make its mark
as a trusted partner for economic growth to betieditpoor. | believe we can say that our
financial performance over the past few years destnates an ever-increasing vote of
confidence in our work. In 2007 we reached anialkthigh for funds mobilized for
technical cooperation — US$172.7 million.
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The projections for 2008 show a further increaseunavailable uncommitted funds and
in our technical cooperation delivery. Our delivesyow twice what it was at the start of



this decade. Yes, | have worked my staff hard toes@ this. But we are all mindful that
we must deliver on your behalf. We need to earm yaust and will continue to do so.
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UNIDO has been at the coalface of UN system-wideeoence before we even had a
name for it. Part and parcel of our recent refolas been our alliance with UNDP. This
continues to go from strength to strength — tomayria fact, we are launching our joint
project on business coalitions for climate chamg€mina and South Africa. In this spirit,
we have built partnerships across the United Natamd the broader multilateral system.
We now work in synergy with UNEP, FAO, UNCTAD, ILAQTC, IFAD and others
across the breadth of our technical activities.

Coherence is not merely about eliminating conttamhicor duplication. Its value, above

all, is in releasing the full potential of the eatiUN system’s developmental capacities
and expertise. The dialogue on System-wide Coherehe Next Steps, which we hosted
in March this year, is one example of how we ctitie to sustaining the momentum for
coherence. There is a lot more to say on thistitng is moving on. Hot off the presses
and — hopefully — landing on the desks before ysou speak, is our new publication,

“The Contribution of UNIDO to United Nations systemide coherence: synergy at

work”. | hope that you will find it a useful illusdtion of what your Organization is doing

to rise to the challenge of Delivering as One.
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The decision to vest in me the chairmanship of Uigy highlights, | believe, the
esteem in which my UN colleagues hold this Orgamona This has been underscored
further by the Secretary-General’s invitation to [D® to serve as co-convener for the
focus area of technology transfer for climate cleaalgng with UN-DESA.

Let me also inform you that the global energy arale was debated at the Chief
Executives Board (CEB) retreat last month, and W&dtDO, on behalf of UN-Energy,
contributed the key paper.

2. Enhanced core functions

Over the past few years we have continually re-aedilour organizational structure to
meet these shifting challenges while retaininganre thematic priorities. | have already
mentioned some of these innovations to you. Builetsay a few more words about the
MTPF 2010-2013.

The draft MTPF represents a significant departtwenfprevious documents, introducing
a number of major structural innovations. For tiist ftime, it contains an overarching
development objective — *“industrial development fooverty reduction, inclusive
globalization and environmental sustainability”. i§hexplicitly links industrial
development to UNIDO’s well-established three theoariorities. UNIDQO’s orientation



toward results-based management is now coppemidteas illustrated in the
programmatic results matrix. The new MTPF furthetraduces a set of measurable
policy and institutional outcomes, which are to dehieved at regional and country
levels.

You will discuss these during the course of yourbéeations at this Board. But | hope
you will see this as a solid example of our deteation to embrace change to strengthen
our capabilities.

3. Enhanced UNIDO contribution to achieving the MDG

The impact of the current crises will make achiegahof the MDGs more difficult — but
more vital — than ever. Pro-poor industrializatigugrticularly through private sector
development, has always been at the heart of waatow

| have battled to see economic growth against ppyeaced firmly on the MDG agenda.

As Deputy Secretary-General Migiro said recentlithaut encouragement to engage in
productive activities, is it any surprise that tresourcefulness of the poor is often
devoted to the means of staying alive rather tbawtlding long-term prosperity?

This year our own capacity to deliver on the MDGasswstrengthened by my appointment
of a Special Adviser.

And | am pleased to see that the growth agendansng back where it belongs. This is
reflected strongly in the weight that the “One Remgmes” in pilot countries give to
projects in support of productive capacities artligirial policy development.
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Promoting the participation of women in industrpdaespecially women entrepreneurs
like these in Viet Nam, has been the main focususfcontribution to MDG3, on gender

equality. In July this year we convened prominentmen and men from across the UN
system — including the Special Adviser to the SacyeGeneral on gender issues, Mrs.
Rachel Mayanja, representatives from developmenkdahe private sector, media and
Member States, in an Expert Dialogue meeting. Koflg its recommendations, the

UNIDO Executive Board is now in the process of dadwpa comprehensive policy on

gender equality and the empowerment of women.

Another target of central relevance to UNIDO is MOQGn ensuring environmental
sustainability. The IPCC tells us that greenhous® @missions have increased by 70 %
between 1970 and 2004. And industry is responsgdé5 % of this increase. We are
targeting this through our Green Industry Initiatiand our focus on clean and renewable
energy.

Our Montreal Protocol and Stockholm Convention paogmes are successfully assisting
enterprises in eliminating ozone-depleting substar@nd persistent organic pollutants



respectively. Our collaboration with UNEP in burdiup National Cleaner Production
Centres has assisted industry worldwide to reduastevand pollution and in cutting
energy and water consumption.

And we are making real policy contributions. Bas®d our expertise in developing
projects on energy management systems, we are etping) ISO to design a global
approach for a new standard on energy management.

4. Consolidation of support to the LDCs and Africa

UNIDO’s mandate is universal. But Africa and the @®warrant special attention. In
sub-Saharan Africa, progress toward meeting the BlDb&s lagged behind most of all.
One of the most critical challenges for many LDE¢hie need to provide employment to
growing populations. By 2020 there will be about billion Africans. The majority of
these will be young people living in cities. Yourgeople with no prospect of
employment hold little hope for the future. In aorder the young women and men of
Africa to earn a living in their own countries, weust target the sector of the economy
with the most potential for job creation — and tisahdustry.
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As you can see from the screen, the share of cbnieal cooperation delivered to LDCs
continues to grow, more than doubling in the lastrfyears and now just under 18% of
total delivery.

Our partnership with the African Union and NEPADaigh our technical cooperation
activities is stronger than ever. The number ofeexmroup meetings on issues of
particular interest to Africa grows apace.

| mentioned our co-organization of the LDC MinigarConference, along with WTO.
And just last month, UNIDO supported the Africanridters of Trade and Industry in
the CAMI meeting in Durban, a prime example of hawJNIDO-led initiative has
blossomed — this was the second CAMI meeting tdullg “owned” by the African
Union Commission and to feed into the next sumuoiithe African Union.

5. Stronger country-level partnerships

When | promised in 2005 to match the reforms madtdinv UNIDO with stronger
partnerships at country level, the UN system was gbout to embark on the process of
efforts toward improved coherence. Through the i\Being as One” initiative, over the
past year an important dimension — and so far tbst mdvanced one — of system-wide
coherence has been the drive toward coherence abtintry level.

UNIDO has been actively participating in the “Deliing as One” pilot countries since

December 2006. Of course there will still be diffices ahead. Some 90 countries will
roll out their UNDAFs over the next three yearseTdemand for a collective response at
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country level will test our capacity — and thatather UN system bodies — to provide
leadership and effective headquarters support ioviative country-driven approaches.
Simplifying and harmonizing business practices W a major challenge. This is a
particular concern to specialized agencies suchUBMDO as we are bound by
operational practices based on policies and rudésrchined by you, the Member States,
in governing bodies such as this Board. We hopeyba will bear this in mind as we
move forward to strengthen further our country-lgpatnerships.

In tandem with these system-wide reform efforts,ID@ adopted a new Field Mobility
Policy in 2006 to strengthen the field network riorease professional staff capabilities
and to strengthen technical cooperation programmamd implementation. As a result,
UNIDOQO's professional field staff now numbers 66 pkeoin total.

6. Strengthened global forum activities

Since the early 1990s, a number of UNIDO globalfferactivities, and in particular
research and publications, were downscaled or disueed. As a result, gaps appeared
in international research on important and emergtystrial development issues of
relevance to industrial decision makers.

Technical cooperation remains our focus. But f&mawledge-based Organization like
us, it cannot be the only one.

In the New Year we launch our Industrial Developtmi@eport. Professor Paul Collier,
whose book “The Bottom Billion” captured the imagjfiion of the world, gave you a

preview in September. | must admit | am quite extidabout the finished result. In many
ways it represents a leap in product sophisticatanUNIDO — a progressive, solid,

thought-provoking analysis of where industrial depenent is going, with some

arresting recommendations. And it's a good read.

Our Annual Report for 2008 will devote a speciagpter to our growing research and
global forum activities. Let me give you now a fewamples of some of the major
activities we have undertaken recently:
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= Global forum activities — Ministerial conferences:

LDC Ministerial Conferences
» Aid-for-trade — An industrial agenda for LDCs, Si&eap, Cambodia, 19-20
November 2008

Conference of African Ministers of Industry (CAMI)

» 17" Conference, Cairo, Egypt, 19-21 June 2006

> 1% Extraordinary Session, Midrand, South Africa, Z4September 2007
18" Conference, Durban, South Africa, 24-28 Octob@&0
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>
>

>
>

Global forum activities — Technical conferences

Regional Forum on CSR, Zagreb, Croatia, 9-10 M2@b6

Ibero-American Ministerial Meeting on energy setyrMontevideo, Uruguay,
26-27 September 2006

UNIDO/AU high-level consultative meeting on produetand decent work for
youth in West Africa, Accra, Ghana, 19-20 Februz097

International conference on Biofuels, Kuala Lumpdalaysia, 5-6 July 2007
Technology Foresight Summit, Budapest, 27-29 Seipter2007
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>

1% Global Agro-Industries Forum (in cooperation witAO), New Delhi, India,
8-11 April 2008

> International Conference on Renewable Energy, D&emegal, 16-18 April
2008
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» Global Renewable Energy Forum, Foz do Iguacu, Bragi21 May 2008

» International Conference on Sharing Innovative Bgsiness Solutions, Cairo,
Egypt, 26-27 November 2008
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Mr. President,
Distinguished delegates,

As we in UNIDO know more than most, reform is a @licated process. But it is a
rewarding and invigorating one. We have achieveldtan the past few years — on
creating economic growth against poverty, on “gneghthis growth. And for this | must

give much-deserved credit to my senior manageneant and to our great staff.

But as | enter the final year of my mandate as dareGeneral, and in the context of
these new global crises, | must confess that | amithed by the challenges before us.
There is still much to do to improve our Organiaatfurther. That is why | wish to tell

you now that | stand ready to continue to servefgoa further term.

Development is a work in progress. We face sorak sthallenges. Many of the broken
threads of globalization need to be re-stranded! Windoing our part, | can assure you

that UNIDO will not be found wanting.

Thank you.

12



