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Introduction 

As the human civilization flourished through the ages, every regional civilization enjoyed the 

benefits of development to a different extent. These differences culminated in the modern-day disparity 

in industrialization between different states, creating the two classes of countries known as Less 

Economically Developed Countries (LEDCs) and More Economically Developed Countries (MEDCs). 

These two categories of nations are markedly different in various aspects of socioeconomic life 

and as one of the key perpetuators of this sharp dichotomy, industrialization remains as a key goal that 

must be achieved in order to bring the level of development of LEDCs to the level of MEDCs. However, 

the comparatively low level of technological development in LEDCs remains as a key hurdle in the way 

of the realization of this goal. 

In accordance with that reality, upgrading technological capabilities in order to allow for the 

development of industrial sectors in LEDCs remains a key issue that the United Nations must access, as 

it might be crucial for the realization of many Sustainable Development Goals, as well as to bring the 

level of development in LEDCs to the level of the same in MEDCs. 

 This report will first elaborate on the definitions of some key terms before investigating the nature 

of and reasons behind the current disparity in the development of these sets of countries. It will then go 

over the modes of industrial development in LEDCs fostered by the changing economic dynamics in 

MEDCs, before noting some limitations on industrial development policies brought about by the World 

Trade Organization. The report will continue by looking back at and reflecting on some previous 

approaches to industrialization development from different parts of the world before presenting a critique 

on why the importing of such foreign examples may be futile in achieving industrialization today. Lastly, 

the report will proffer some possible solutions to the issue at hand. 

Definition of Key Terms 

Comparative Advantage 

Comparative advantage is the advantage possessed by a company or country that must forgo a 

lower opportunity cost to produce a unit of a product, either tangible or intangible, like services. 

Industrialized nations have greatly increased their production possibilities, allowing them to gain 
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uncompetitively high comparative advantages in industries with more added value, causing LEDCs 

to produce less profitable products in which they still possess comparative advantages due to their 

lower levels of human and physical capitals but a larger proletariat.  

Human Capital 

Human capital refers to the skills and talents possessed by a workforce, either defined on an 

enterprise, industry, or national level. It can be increased by educating the laborers in a given group, 

often through vocational education. Progressing higher up production pyramids often depend on the 

augmentation of the human capital, and engaging in research and development, as typical of 

MEDCs, activities greatly so. 

Industrial Sector 

Industrial sector, or the secondary sector of the economy, refers to all production that is based on 

primary resources, from agriculture, mining, and the like, or other secondary goods to make 

products with added value, closer to or a final product. It is often associated with factories and 

technology, and accordingly, it requires more capital, both physical and human, than primary 

production. 

Physical Capital 

Physical capital is the type of capital most often associated with the latter term and refers to the 

physical factors of production that are required for production, most conventionally the machinery in 

a factory. It is needed significantly more intensely in the secondary sector and is associated with 

high costs, creating high barriers of entry to the secondary sector, which is one of the primary 

reasons behind the present disparity in the modes of production between LEDCs and MEDCs. 

Value Chain 

Value chains are the product production processes through which the value of a product increases 

with each step with the added value of that step. For tangible goods, these chains begin from 

primary production, go through secondary production, and oftentimes end with the service portion of 

the chain. Secondary production is commonly the component of value chains that yield the greatest 

enhancement of the value of the product. 

 

Background Information 

The status quo of industrial development in LEDCs 
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 At the time being, there exists a significant gap between the level of industrial development in 

developed and developing countries, as indicated by the level of high technology exports of LEDCs 

remaining under the same for MEDCs throughout the years. Similar statistics exist for exports of services 

with high added value, despite the comparative abundance of LEDCs over MEDCs. These statistics 

suggest that MEDCs, in most cases, are aiming to produce these goods with higher added value levels, 

and to do so, are positioning themselves higher up value chains.  

 The reason why an MEDC would be able to select such a position on a value chain, whereas 

LEDCs are obliged to remain lower down the value chains, is related directly to the production 

possibilities of MEDCs. Thanks to the high degree of development of capital in MEDCs, MEDCs are able 

produce more of a good at a given cost level, or in other terms, may produce some amount of a certain 

good at a lower cost than an LEDC. It may be said that MEDCs possess the “absolute advantage” in 

most steps in value chains thanks to their accumulated capital. However, since some of these goods 

allow for greater profits to be made than others, it might be financially more appealing to enterprises in 

MEDCs to focus on the production of such higher-valued goods, as the production thereof would 

possess a comparative advantage. This comparative advantage affects LEDCs by allowing them to gain 

the competitive advantage in producing goods lower down the value chains. However, such production is 

not conducive to true industrial development, but instead tends to perpetuate production at such lower 

levels of the value chain.  

The reasons behind the discrepancy in industrial development between LEDCs and MEDCs 

 Several different theories have been proposed to explain this significant discrepancy between the 

two groups of countries and their levels of development, most of which likely contain some fraction of the 

true reason behind the dichotomy. 

 One such theory is geographic determination, put forth most prominently in the seminal work of 

Jared Diamond, Guns, Germs, and Steel. This theory makes the claim that the geography of different 

regions of earth has molded the course of human development by allowing for different levels of 

efficiency in agricultural production, which allowed for different sizes of workforces and populations to be 

sustained by populations in different regions. It further claims these different workforces available for 

various other means of labor allowed for different paces to be taken by geographically separated people 

in pursuing human development, ending up in earlier access to more advanced forms of Guns, Germs, 

and Steel (the last one being a byword for physical capital), permitting these more advanced and 

developed nations to exert their dominance over their counterparts. 

 Regardless of the true reason behind it, the discrepancy that existed at the turn of the 20th century 

was then further embellished by the means of foreign loans, whereby a more developed nation would 

give loans to less developed nations in order to facilitate foreign trade and mutual development, or in 

some cases, as a reward for political allegiance. However, these loans often failed in facilitating 

development in the less developed nation and often reinforced foreign dependence. As these loans 
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could not be paid back, the creditor state would ask for various capitulations in return for delaying the 

payments due on the loan or altering the interest rates on the same. 

 As the century went by, these loans changed in form and grew into more structured forms. The 

International Monetary Fund (IMF), following the Bretton Woods conference, became a centralized entity 

through which these loans would be provided to developing nations. As a precondition for these loans, 

however, IMF would place some economic policy requirements these developing nations would have to 

abide by, oftentimes involving a significant curtailing of tariffs on foreign goods, a decrease in 

government interventions in the markets, implementing austerity measures, and moving towards a 

mostly liberal market scheme. While it is apparent how foreign players would benefit from these changes 

in the markets, such schemes often ended up in such nations lacking competitive advantage in goods 

higher up the value chain with more added value to never move towards the acquirement of the capital 

that would move them higher up the chain, but instead dooming such nations to the lower steps of the 

chain, close to or at the level of primary production. 

 The IMF did not bring with it the end of bilateral loans, however; some states kept seeking country-

to-country loans for the purpose of avoiding adhering by IMF standards. Such loans did not mean 

absolute latitude from intervention in domestic affairs, however, as such loans still involved, in most 

cases, policy conditions, now involving decisions on non-trade policies as well, such as requirements in 

military spending, for example, all in the name of increasing the international political power of the 

creditor state. 

 All of the loan types elaborated on above resulted in increased foreign dependence, instead of 

industrial development in most cases. This foreign dependence would allow the developed states to 

keep their comparative advantage in most products higher up secondary production chains, perpetuating 

the dichotomy. However, as this comparative advantage grew even greater for MEDCs, a window of 

opportunity emerged for LEDCs’ industrial development, as MEDCs would now lose the opportunity for 

making higher profits if they sought to monopolize industrial production at all levels. 

Two modes of industrial production 

 Due this recent change in the international production possibilities and comparative advantage 

balances, the exportation of the lower steps in the secondary industries to LEDCs became strategically 

sensible for MEDCs. In this new setting, two modes of developing industrial capacities in less developed 

nations have emerged. 

 Own-Equipment Manufacturing 

 The first one of these modes, called “own-equipment manufacturing”, entails two main steps. In the 

first of these steps, the foreign company seeking to produce its products at the lowest cost possible and 
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therefore expatriating most of the secondary steps in its value chain to nations where factor costs (such 

as labor) are lower, sends specific instructions and experts on how the product they seek must be 

produced. In doing so, they enhance the human capital of the local workforce so that they may carry out 

the tasks required of them in this industrial mode of production, as well as setting an example to the 

locals on how secondary industrial products may be processed and produced.  

 With this newly gained expertise, in the next step of own-equipment manufacturing, the foreign 

companies limit their involvement to solely providing the design of the final product, of the production 

lines, or both, and putting local trainees from the former step, who now have “gained the operation know-

how”, to fill in the capacities previously occupied by foreign experts. This is in the interests of these 

companies as using local trainees comes out to be cheaper than sending skilled workers and 

administrators from MEDCs. The local population gains from this process as they enhance their human 

capital, as well as receive guidance of how to purpose physical capital. This new knowledge can be used 

in the creation, development, and production of new products with higher added value, entirely locally 

sourced. 

 Industrialization at the Location of Primary Production 

 The second mode of production takes a different approach to the acquirement of secondary 

production in LEDCs. Instead of creating secondary production institutions ground up, this approach 

seeks to make use of the primary production already taking place in LEDCs. Since local processing of 

the primary goods produced in LEDCs would reduce the factor costs of the secondary production and 

decrease the transport costs -in some cases- associated with secondary production away from the origin 

of the input goods, companies possess an incentive to make use of this mode of industrial development. 

The locals would also gain from the exploitation of this mode of production as they would gain from an 

augmentation of their human capital, as well as from the opportunity to increase the profitability of their 

production opportunities by exporting secondary goods instead of primary resources. 

 Long-Term Strategies of LEDCs in Industrial Development 

 When exploiting these modes of production, the long-term strategy of the producing nations should 

be simultaneously developed, since if the human capital of a country rises to a point where the earning 

expectations of the skilled workers are no longer competitive with the potential profits that may be gained 

by moving the production elsewhere, the companies will have an incentive to take this latter approach. 

While it may be suggested that being aware of this, the individual workers or the collective bargaining 

authority (most often a union) negotiating on their behalf will restrain their demands to the levels in which 

this incentive would not exist, under the system of seeking one’s own best interests on an individual 

basis, the principle on which a capitalist economy operates, such a suggestion would be rendered 

unrealistic. 
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 This long-term strategy conventionally involves two steps: Original Design Manufacturing (ODM), 

followed by Original Brand Manufacturing (OBM). ODM entails making use of the human capital 

developed in the previously mentioned modes of acquirement of industrial technology to develop unique 

designs for products and the productions facilities needed for the production thereof, in addition to the 

production itself. However, ODM entails exporting these secondary and final goods to MEDCs to be sold 

and marketed under an established brand, with that brand being responsible for the marketing. OBM 

goes a step further by entailing the LEDCs setting up their own brands and taking control of the 

marketing and sales processes, as well. 

World Trade Organization (WTO) and its effects on industrial development policy 

 After the Great Depression was brought about due to sharply increasing protectionism in 

international trade, the Bretton Woods conference was held in order to prevent similar deleterious 

economic catastrophes from happening in the future. In the conference, various entities were created 

and treaties signed. Among these were the precursor of the WTO, the General Agreement on Tariffs and 

Trade (GATT), as well as the IMF. In accordance with the reasons behind its establishment, beginning 

from the days of its precursor, the WTO sought to prevent a rise in protectionism by curtailing tariffs and 

non-trade barriers (NTBs) applied by its member states, such as government subsidies to companies, 

which provide such companies an “unfair” advantage in international markets, and currency 

manipulation. Its member states are obliged to obey its rules and decisions, as it has the authority to 

intervene in legislation and strike out laws that it decides to be unfairly protectionist. 

 Due to its mission to prevent NTBs, WTO has hampered various efforts of governments in 

promoting industrialization by disallowing subsidies to local industrial efforts and increase tariffs to 

specific nations with the same goal of industrialization (although some nations, such as the present-day 

United States, have attempted to circumvent such bans by citing the “national security“ clause of WTO’s 

establishing treaties, which provide exemptions to tariffs increases for that reason). WTO rules restrict 

other means of government intervention in markets by not permitting other means of measures that 

would boost the demand for and supply of local industrial products, as well. 

 Remaining out of the WTO is not a viable path to pursue for most countries, either, as in such a 

case, the government would need to individually negotiate trade treaties with every single state they wish 

to trade with and deal with trade relations on bilateral bases. Furthermore, since the WTO prohibits its 

members from taking part in trade deals that provide nations with more favorable trading conditions than 

the WTO rules that country has set -unless all of its members vote stating that such a deal would be in 

the interests of all member states, as had happened in the case of European Union-, meaning it would 

not be possible for countries to get better deals with individual nations by exiting the WTO. Considering 

the value-chain dependent modes of industrial development can only function by providing companies 

the opportunity to ship their products to whatever location the company needs its products to be sold or 
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processed next in, such conventional approaches to industrialization would be inhibited should this 

approach be taken. Therefore, the WTO rules regulating trade remain as one of the chief impediments 

before industrialization efforts in LEDCs. 

 

Major Countries and Organizations Involved 

UN Industrial Development Organization (UNIDO) 

UNIDO is an organization that is tasked with promoting sustainable industrialization, especially in 

LEDCs. Due to this goal, they are directly germane to the matter at hand, with the agenda item being 

technological preparation for the achievement of their aim. Delegates may make use of UNIDO’s 

resources especially for advice and assistance in programmes they set forward, internation cooperation 

on the matter, and support in the achievement of the technological development aim. 

UN Conference on Trade and Development (UNCTAD) 

UNCTAD is an organization that will be particularly useful to the delegates, as they have among 

their aims assisting LEDCs in preparing to get integrated in the world trade ecosystem and achieving 

industrialization to move up value chains.  

UN Development Programme (UNDP) 

 UNDP is the organization that has set forth the Millennium and Sustainable Development Goals, 

and work towards global sustainable development. Due to this mission, the delegates may use their 

expertise and relevant resources in order to achieve industrialization through sustainable technological 

development.  

World Trade Organization (WTO)  

 As highlighted the previous section, WTO is the international organization responsible for 

regulating international trade, with nearly all UN Member States as its members. Its rules concerning 

“protectionist” measures, including governmental subsidies, is the reason why it is relevant to the issue. 

 

Timeline of Events 

Date Description of event 

July 1st-22nd, 1944 
Bretton Woods Conference held, resulting in various international agreements, 

including General Agreement on Tariffs and Trade. 
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Circa 1950-1980 
Import Substitution Industrialization is implemented by most Latin American 

states, to promote industrialization. 

June 3rd-14th, 1992 

UN Conference on Environment and Development (UNCED) held, resulting in 

the acceptance of Agenda 21, which would guide UN’s future activities on 

sustainable development, including in industrialization in LEDCs. 

January 1st, 1995 
World Trade Organization succeeds GATT, to set the rules concerning 

international trade. 

September 18th, 2000 

United Nations Millennium Declaration passed by the UN General Assembly, 

including guidelines on the future of technologic and industrial development in 

LEDCs. 

 

 

Relevant UN Treaties and Events 

● Programme for the Further Implementation of Agenda 21, 19 September 1997 (A/RES/S-19/2) 

● United Nations Millennium Declaration, 18 September 2000 (A/RES/55/2) 

● Information and Communication Technologies for Development, 28 January 2009 

(A/RES/63/202) 

● Industrial Development Cooperation, 17 March 2009 (A/RES/63/231) 

● Information and Communication Technologies for Sustainable Development, 17 January 2018 

(A/RES/72/200) 

● Science, Technology and Innovation for Development, 18 January 2018 (A/RES/72/228) 

 

Previous Attempts to solve the Issue 

Import Substitution Industrialization 

 Import Substitution Industrialization (ISI) was an approach to achieve industrialization employed 

by Latin American countries between 1950s and 1980s. It was based on the postulate that artificially 

positioning a country in the middle of a value chain would yield growth in the secondary sector and, as a 

consequence, in industry. It sought to achieve this end by promoting imports of primary goods and 

resource while subjecting secondary goods to heavy tariffs. 

 Looking back half a century later, it is apparent how these policies have resulted in some degree 

of industrialization, as the Latin American countries which took this approach have higher rates of 
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industrial production than their neighbors today. However, ISI has been criticized for multiple measures it 

entailed. For example, some groups have criticized ISI for promoting foreign dependence as it depended 

on the imports of primary goods, without which this approach alone would preclude production. Another 

criticism involves the impact of ISI on the workforce: As the government promoted industrial production, 

sectors such as agriculture were pushed to secondary importance and were put under more severe 

competition with foreign imports, causing a portion of the workforce from such industries to become 

unemployed. While the industries fostered by ISI could absorb some of this newly-available workforce, 

since secondary production involves much higher capital to be spent per unit of labor, it still caused a 

rise in unemployment. Due to this same high financial capital requirement of secondary production, 

governmental budgets grew unbalanced and inflation became rife. The on-purpose misallocation of 

resources in the markets was also criticized, as artificially fostering an industry created a deadweight 

loss and inefficiency in overall production, decreasing average wealth. ISI was also criticized for the 

imbalance it created between the two divisions of working class it entailed, with the industrial workers 

being in a much more privileged position under this system than their peers. In conclusion, it may be 

stated that ISI does achieve the goal of industrialization; however, this achievement is often limited in 

extent and involves major sacrifices in national wealth, employment, and primary production sectors in 

the process. 

“Blueprint importing” 

 “Blueprint importing” is the process of LEDCs acquiring designs of products and the procedures 

for the production thereof, as well as the necessary equipment for that production and then commencing 

with the production of secondary, industrial goods. However, this proposal has been oftentimes criticized 

for its underestimation of the importance of human capital, as it has been pointed out how advanced 

production techniques commonly involve sophisticated and skill-intensive tasks. Without appropriate 

training, it has been stated, such production may prove impossible. Other criticisms of this approach 

involve the expenses associated with acquiring such designs and equipment limiting the extent to which 

this approach may be employed on a national level. 

Development in South and Southeast Asia 

 Being the most prominent and most common example studied in the achievement of industrial 

development, most South and Southeast Asian countries that have achieved the much-sought levels of 

industrial development have gotten to their present states thanks to their large workforces, some degree 

of disregard for the workspace human rights of the members of the proletariat, work ethics of the people 

arising from their traditional work cultures, and collectivist beliefs. Decades of labor under such labor 

conditions open to foreign investment have allowed the local human capital to develop, permitting 

countries in the region to reach the ODM phase of industrial development, and in some cases, 

consequent MEDC status. However, considering the many conditions that were in effect for the 

achievement of this final condition, it must be noted that states unwilling or unable to implement the 
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measures necessary for the achievement of this mode of industrial development may not be able to 

follow the exact footsteps of industrial development as followed by countries of South and Southeast 

Asia. Even if the exact same conditions were created, it is unclear if the same effects may be observed, 

as glossed below. 

The case against taking foreign examples 

While foreign examples to study and imitate are sought out by multiple policy makers in LEDCs, 

some experts have argued that such a practice is counterproductive. Such experts have argued that the 

previous rapid rises often studied were achieved thanks to windows of opportunity created by various 

global political and economic developments and even if similar paths were pursued, imitative attempts at 

development would fail as those opportunities made use of in the past are no longer available. Such 

experts instead favor studying the present condition extensively and identifying approaches most 

appropriate for development in the status quo. 

 

Possible Solutions 

 In the sections above, multiple facets of the issue at hand and various sources thereof were 

discussed. In this section, some possible ways of approaching the issue at hand will be discussed. It 

must be noted that the ideas listed here, by no means, make up a comprehensive list of possible solution 

and that they may be used in conjunction with each other to make up more comprehensive approaches 

with fewer shortcomings. 

 One approach to take may be the giving of structured aid and loans that are designed specifically 

to promote industrial development. This may be made possible by making these loans and aid 

conditional on the implementation of an industrial development plan created by experts for the specific 

conditions faced and resources possessed by the nation. This approach may be bolstered with control 

mechanisms to ensure that the conditions put on the loan or aid are properly implemented by the 

government. Such an approach would prevent embezzlement and corruption with the funds provided, as 

well ensuring countries do not turn unable to reimburse the creditors for loans. 

 Despite seeming overly simplistic and perhaps irrelevant, improvement of the infrastructure in the 

region may be greatly conducive to the development of industry, as the presence of modern transport 

and communication infrastructure may give nations a competitive edge over their counterparts and would 

permit for integration into global production networks. Such infrastructure would also reduce the potential 

expenses faced by potential investors, encouraging such foreign participation in the regional economy in 

the form of secondary production development. 
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 “Infant industries”, that is industries that are only recently emerging in countries, may be 

promoted and economically protected by governments in order for such industries to remain competitive 

in their gestational years. Since most industries in secondary protection pose high barriers of entry due 

to high capital requirements for production in them, as companies develop such capital resources to 

become internationally competitive, they may need protection from the government in the form of high 

tariffs in these industries, as well as subsidies. Such policies would allow for the cancellation of short-

term losses and for these nations to gain from the long-term benefits of industrialization once the 

industry is established. The perpetuation of the ending of the protection period and the question of why 

an investor would not take in the short-term loss if such a great potential long-term benefit available are 

challenges commonly brought against this proposal, however. 

 One commonly-mentioned proposal on the issue is the fostering of research and development 

programs by the governments. One approach in the implementation of this proposal is a multi-step 

process beginning from foreign industrial production in a country and ending up in domestic, private 

research. This approach entails the government setting up Government Research Organizations 

(GROs), following foreign industrial investment, making use of the human capital gained by workers, 

often the workers in more technical jobs, being employed in such organizations to use their newly-gained 

knowledge in research in similar fields as the industry they came from. These GROs would take part in 

publicly-available research on industrial production, intended to foster such secondary production. The 

next step in this multi-stepped process is the establishment of Private Research Organization (PROs) to 

continue the research processes in the fields the GROs worked on, making use of the GROs’ research  

and the workforce with high levels of human capital they created by taking GROs as an example in 

conducting their own research and development activities to create new and original products, as part of 

ODM. Some ways of enhancing the above-explained means of technology transfer include hiring 

expatriate experts and consultants from MEDCs, developing deals with foreign suppliers and buyers of 

factors and products, engaging in subcontracting for enhanced efficiency in production, and the provision 

of technological and informational expertise by the governments to private companies. 

 Finally, and most importantly, the enhancement of human capital by the means of education, 

both general and vocational alike, is considered virtually universally to be the chief approach in achieving 

industrial development. Such training would prove to be conducive to research, development, and 

production, allowing countries to scale up the international value chains while offering industrialists a 

significant incentive for investing in countries with high levels of human capital. This approach is the key 

to most other ways of tackling the question at hand and is an indispensable tool in the achievement of 

industrial development in LEDCs, as a consequence. 
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