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Preface

(i) The most important contribution that an international Organization, as UNIDO — The
United Nations Industrial Development Organization — can provide to assist the Member States
can be summarized in two sequential activities: a) the identification [as an independent
observer] of how the existing physical and human resources can be better allocated (or used);
and b) the transfer of specific experiences (knowledge) observed in other parts of the world,
with a high degree of independence and neutrality.

(ii). In China, UNIDO functions as a source of high = level advisory services to the Chinese
Government in the area of °Sustainable Industrial Development’ (SID), with the final
objective of having the services used in the design — and, occasionally, the basis for the
implementation ~ of specific national plans. As part of the strategy, the Organization uses
projects and programmes being permanently implemented throughout the whole country as basis
for models to be extrapolated within China in order to foster productivity growth and ultimately
alleviate poverty.

(iii) In order to enhance the function of a high — level advisor rather than only the role of
a project — executing agency, the Organization operates through a comprehensive and dynamic
cycle of assistance to the Chinese Government, which consists, essentially, of three phases:

(1) Assessment Phase: It consists of assessing and carrying out an integrated analysis

[ from the SID perspective] of, usually, well known and established parameters of the target
region/province or the whole country.

(2) Programming Phase: On the basis of the assessment exercise, UNIDO, in close
coordination with the relevant government authorities, designs and implements individual
projects and programmes, which have the highest potential to be modelled and scaled up. In
China, UNIDO is currently implementing, under a jointly designed five — year strategy named
*Country Service Framework (CSF)’, valid for the period of 2001 — 2005, over 50 technical
cooperation projects with a total budget of around US$ 90 million.

(3) Modelling Phase: The challenge of a further stage consists of the modelling of sound
proposals for sustainable development and poverty reduction that can be applied throughout
China as part of the Government’s strategic plans.

(iv) The core of UNIDO's current modelling approach is focused on three specific areas,
which although very much linked and integrated among themselves, are presented here
separately for didactic purposes: a) ‘Environment and energy’; b) ‘Development models for
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the twelve western and three north — eastern (Dongbei) provinces’; and c¢) ‘Management of
industrial state assets’ .

(a) ‘Environment and Energy’ : the objective of this model includes: (i) the advise to the

Chinese government on the need for avoiding fragmented activities and the search for solutions,
which are integrated, macro and involving the establishment of an information and also
manégement system that functions throughout the whole country; and (ii) recommendations
for strategic monitoring of the energy matrix (rational and sustainable use of energy resources
and improvement of energy efficiency).

(b) ‘Development Models for the Western and North — eastern (Dongbei) Provinces’ : in

this case, modelled strategies for structural changes that would lead to a reduction of economic

and social disparities between, particularly, the eastern and western regions, are being
proposed.

(¢) ‘Management of Industrial State Assets’ : establishment of a model framework within
the Government of China for capacity building in the process of restructuring or transfer of state
—owned assets through ‘Mergers and Acquisitions’ (M&A) and other similar mechanisms,

which goes beyond the traditional financial decisions and takes into account the environmental

and, in particular, the social aspects.

(v) The status of a given country or region from the perspective of SID, depends on the
present knowledge available, which is a dynamic and not a static process. It is, therefore,
possible to discuss ‘sustainability”at a given point [or, a certain period] in time. When the idea
of time is, then, incorporated, UNIDO has been working with a concept for SID, which can
be expressed as: “ The continuous promotion of growth of the awvailable resources | with
industrial processes)] under management procedures (knowledge, including culture) which
ensures replacement and social fairness of inputs used” .

(vi) The challenges to be faced by any society when searching for SID can be expressed
through the equilibrium of three main perspectives: 1. The “economic”, which consists in the
ability of the target society to sustain economic growth; II. The “social” (reflected in the
population or, more specifically, on its level of employment), which consists in the ability to
growth [from the economic perspective] at a rate that can absorb the labour force of the
country and to offer equal opportunities to all; and III. The “environmental”, which is,
essentially, the ability to reach the economic and social targets (challenges), expressed above,
without disrupting the environment.

(vii) The work presented in this interesting report is a summary of the results of the
implementation of one of UNIDO's projects in China: Project US/CPR/96/108 — “Evaluation
and Adjustment of Chinas Sustainable Industrial Planning and Policies” (“the SID project”).
It has been designed as a contribution to the government authorities to increase the integration
of environmental policies into economic planning and ultimately to promote sustainable
development in the country. The project has been financed by a special contribution to
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‘UNIDO’s Industrial Development Fund’ from the Dutch Government through the Royal-
Netherlands Embassy in Beijing, to whom UNIDO express, once again, its most sincere
thanks.

(viii) In UNIDOs perception, in any society, there seems to be an equilibrium among the
economic, social and environmental aspects that when disrespected ends up provoking serious
consequences, particularly in terms of human development within that given society.
Integration of those variables seems to be a must, and UNIDO has been advocating that, in the
case of China, due to the complexities of the country in terms of territorial extension, size of
population and geographic conditions, there is not one single ‘model’ in the world that China
can be based on. Therefore, a solution, which shall be unique to China, and that is integrated,
macro and involving the establishment of information and also management systems, is urgently
needed in the country.

(ix) The project brings an important contribution to this process by discussing objectively,
among other relevant topics, the experience of six OECD ( Organization for Economic
Cooperation and Development) countries in incorporating environmental policies in their process
of economic development. It is worthwhile to observe that the report has concluded that none of
the OECD countries studied, although with important results in reducing the environment
impact of human activities in their territories, represent achievements of sustainable
development — named by the report as — ‘proper’ ( ‘the ideal case’). In addition, it has been
pointed out that strong early action on environmental issues is of interest to developing
countries, particularly in complex economies as the case of China. They are also less expensive
than the mitigating procedures observed in more industrialized countries.

(x) While looking for an ideal solution, the soundest recommendation seems to be the
adoption of policies, which need to be carefully integrated to allow a continuous reduction of the
environmental impact in the process of economic growth. The report presents concrete and
useful conclusions in this direction that, if adopted, shall contribute to a more harmonious and
sustainable development in China. UNIDO does trust that the document will continue to be
useful to national policymakers, particularly to officials from the National Development and
Reform Commission (NDRC) responsible for leading the process of designing strategic plans in
the country.

Sergio M. Miranda — da — Cruz
UNIDO Representative for Northeast Asia
(China , Mongolia, DPRK and ROK )

Beijing, April 2004
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