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INTRODUCTION 

1.. .Africa.n governments are committed to industrialization as at least a 
partial solution to certain common problems including foreign exchange shortages 
and unemployment. Officials are grappling with related problems such as small 
national markets and the scarcity of indigenous managerial, entrepreneurial and 
ts.,chnical skills. There is a general desire to improve the terms under which 
new projects are established, and to increase the degree of African self-reliance 
with respect to management and entrepreneurial activities. 

2. Analysts have studied the problems of African industrialization in depth. 
Policy proposals have been submitted to African industrialization officials for 
their consideration. African officials have hammered out and adopted industrial 
development strategy statements on national, multinational, and continental levels. 
This report seeks to build upon the foundation thus established by suggesting 
practical measures to translate the policies into action. The action focus 
of the suggestions is a broad operational concept of "investment promotion". 

3. .J'Operational Guidelines" is designed to allow interested African officials 
to make use of selected results nf ECA1s operational programme of industrial 
development assistance. The manual is arranged in three main sections as 
follows: 

(1) A tightly compressed set of guidelines for dealing with 
operational issues facing African officials responsible 
for ~ccelerating industrial investment. 

(2) Brief surveys of the investment promotion situations in a 
representative selection of 17 African countries. 

(3) A compilation of case material: operational documents 
prepared in response to specific needs in particular 
countries or areas. The detailed cases illustrate 
current developments in the application of tested 
techniques for creating, strengthening and coordinating 
industrialization institutions. 

N.B. Although reasonable care has been exercised in the preparation and editing 
of this document, no claim is made concerning completeness or accuracy. The casH 
materials presented herein are based on operational measures proposed for 
adoption by governments and organizations in Africa. Their reproduction does 
not imply acceptance or approval of the proposal~ by the governments or organiza­
tions concerned. 
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OPERATIONAL GUIDELINES 

4. This section contains pragmatic guidelines for use in dealing with a number 
of the issues which require resQlution j_n the development of effective investment 
promotion machinery. These "operational guidelines" are based upon two years of 
exploratory missions and direct technical assistance assignments spanning a score 
of Af~ican countries. 

5· Although a short observation time in absolute terms, two years represen-G 
a large fraction of the life of most institutions dealing with African industr:ia.l­
iza:tion._ The process of institutional deve1uprueut has entered an extremely 
dynamic phase. A quantitative indication of this dynamism is the cuLTent rapid 
growth in the number of organi?:ations devoted to, and in the quantity of resources 
applied to, the acceleration of industdalization. This is a most impressive a.nd 
encouraging trend. 

6. In many countries it is too early to see much result; the staffs are young 
and unseasoned (individually and as a team). Often a significant fraction of the 
staff .seems to. be abro.ad attendi.ng training courses. .There is turnover, too; 
these young potential executives are much sought after. And many t'lfe.ll paying 
jobs in development organizations are __ unfilled because there are not enough 
qualified candidates at any price. But skilled cadres are gradually being 
established. In five years of less the well managed groups will be formidable. 

1· Some countries, unfortunat~ly, have lagged in beginning the painful process. 
So there is a great continuing need for· Rssistance in establishing new 
institutions and an even greater need for helping those which exist to focus their 
activities in produ~tive ways. (It is too easy to find 'people doing unessential 
work and disinterested because they k:row it cannot 'have ~ny real results.) 
Importantly, the "absorptive capacity'· for assistance haa greatly increased with 
the expansion of the institutionaJ systems" And because the institutirms and 
their tasks are becoming more sophisticated, the minimum quality level of technical 
assistance which can be ef~ective has also rison markedly. 

8. Since there is great diversity among ECA's 41 member States, it is et,sy to 
find exceptions to the applicability of almost any prescri~tion. Nevertheless, 
there are central concept3 that have showa themselves to be useful o1.er and over 
again. It is these principles which are described in tnis section. The guideline~ 
are intended to assist officials in planning, developing and coordinating their 
own institutions. The country surveys and illustrative cases in sections 2 and 3 
provide additional backgy9und and further detail for more intensive consideration 
or reference, as needed.~ 

y It will be seen from the cases in section 3 that ECA has begun to frame 
its follow-up techniGal asgistanoe missions to apply the oporational guidelines 
directly in its field work with governments and organizationa. 
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Investment Promotion and the Operational Industrial~z~~iZ~ S~~!~ (OIS) 

9· To use this report the reader needs t~ understand what ECA mee:u1s by 
investment promotion. In fact, h is occasionally asserted that prom,Jtion ~~ 
is unimportant; that, f0r example, "If you have w~ll prepared projects, investors 
will seek them out; promotion is no~ necessary." ECA ag:c'9es that e. -1arrCJwly 
definad promotion activity may be useless or worse unlr:;ss it is part of an 
overall system of interrelated activities ar.d instituti0ns, ECP. ~efinec invest­
ment promotion as a broad stimulating and coordinating task which ai1as to 
mobilize all elements necessary to achieva practical investment results. A 
suitable statement of objective might be: "to promote the aocelerer.tion of 
industrial development on favourable terms and in quantities and types consistent 
with the national (or :regional) development p::.an." 

10. What are the"necessary elements" which investment pr0motion seekr: to 
stimulate and coordinate? And what is the overall system raferrec. t'> a~ove? 
The system is the "operational industrialization system" ( OIS). 'l'he OIS is 
described here, and its elements are listed, to indicate the potential sccpe and 
"l.sefulness of an effective investment promotit"'n institutinn. 

11. OIS is defineC: as "the grcup cf interrelated functions and institutions 
which act together to achieve practical results in the industrial development 
field." Exhibit 1 lists functions wbich may be considered to be part of the OIS. 
The functions are divided for convenience into four broad groups. Industrial 
Planning and Programming, Prnject Identification and Preparation, Project 
Pr0moti0n and Implementation, and Institutions and Resources. 

12. Exhibit 1 does not address the institutional dimension ~f thA OIS. It may 
be enough for th;s introduction to note that in most countries a number of 
institutions share responsibility for the functions. Often a sjngle function 
is carried out jointly (with varying d8grees of coordination, cooperation, and 
efficiency) by several organizations. The main point to be made here is that 
the ors framework provides a simple, conver.ient, and :;:>otentially pvwerful 
analytical tool for use in devising, evaluating, and strengthening institutional 
and programmatic arrangements for accelerating indust~ia.l development, 

Need to Embrace Exports Broadens Programm3 

13. It is becoming widely accepted that an ir.dustrializatbn str·ategy must 
encompass one or more forms of production for export to supplement or complement 
the simpler import substitution policy. The sti·ateg;y-may includs intra-African 
trade and common market arrangements, as well as extra-Africa.n trade; entrep8t 
schemes and processing of traditional raw material exports a~e equally to be 
considered. This historically crucial shift in the direction and scope of 
industrialization should be warmly embraced because it multiplies the number of 
viable project opportunities. But at the same time it introduce~ major 
complications: its implications concerning technology, quaJity, cost and marketing 
skills are immense. 
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Exhibit 1 

THE OPERATIONAL INDUSTRIALIZATION SYSTEM 

Illustrative Functional Analysis (Country Level) 

1) Industrial Planning and Programming 

Strategies and Policies 
Surveys 
Incentives and Climate 
Regulations 
Industrial Development Plan 
Objectives and Priorities 
Targets (e.g. export growth, proportion of local capital) 

2} Project Identification and Preparation 

Identification of Opportunities 
Data Collection and Analysis (Market, technical, manageri3l, 
financial, and political) 
Prefeasibility Studies 
Feasibility Studies 
Project Description 
Project Packaging 
Project Appraisal (e.g~ cost-benefit analysis) 

3) Project Promotion and Implementation 

Investors' Guides 
Identification of Prospective Investors (including 
technological and managerial inputs) 
Attracting Prospective Investors 
Promotional Campaigns and Literature 
Overseas Representation , 
Evaluation of Investment Proposals 
Negotiations 
Assistance to Investors 
Financing . 
Consulting (e.g. Post-investment follow up) 

4) Institutions and Resources 

Institutions 
Technical and Financial Assistance 
Manpower and 'rraining 
Relationships (Internal and External) 
Coordination with Other Countries 
Progress Monitoring and Evaluation 
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14. Consequently, the investment promotion institution needs to be structured, 
financed, and staffed for the complex mission of implementing the broader, more 
sophisticated strategy. 

15. The possibility of combining investment and export development operations 
in one institution may be considered. Logic suggests that operational bengfits 
would be great, but the present specialization of government ministerial 
departments and technical assistance agencies may effectively block such a move 
for now. Premature attempts to combine the function could result in jurisdic­
tional and "ideological" disputes that threaten disruption. In &ny event, as a 
minimum, the investment promotion institution will want to ensure that its 
programme and that of the export promotion agency are coordinated, because the 
opportunity for mutual reinfo»cement is an important source of "leverage". 

Functions of the Promotion Institution 

16. A representative listing, not necessarily complete, of function~ which may 
be performed by the institution is the following: 

1) Collect and disseminate information (data on domestic and export 
markets, sources of financing, costs, regulations, incen-tives, 
resources) ; 

2) Identify and define projects£/(diversification and expansion of 
industry and trade, both national and multinational); 

3) Evaluate projects£/; 

4) Prepare appropriate promoti-nal literature, including project 
brochuresj 

5) Locate prospective investors/partners (local and abroad) for 
desired projects and industry segments; establish djrect contacti 

6.) Assist prospective investors (answers, appointments, analytical 
and consulting services); 

7) Represent prospective investors (to assist in completion of 
Government formalities); 

8) Assist with integration ofMinistries, agencies and/or 
Governments concerned to further investment promntion 
results; 

~ It is not contemplated at this time that the investment promotion 
institution would normally prepare detailed feasibility studies or detailPn 
technical evaluations of projects. See "vJhat To Do About The 3kill Gap" (page 8). 
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9) Represent the Govu.L'lJ1.ue:..d; i.u i.l1itial negotiations with prospective 
investors; negot-:ia-to project plans and investment agreements 
consistent ;Ji iL Govermnent policies and national interest i 

10) Administer inv3stment (and trade) incentives within policies 
established by tho Go-Jern:nent i 

ll) Interpret and make recoiT..:-•!endations concerning the content of 
the industrial developraent plan (including export targets); 

12) Define and advoc:at•3 ch<=mges in or additions to existing 
policies and legislation to iRprove investment climate 
(e.g. investment ~nd export incentives); 

13~ Co-operate with other public and private investmer.t and trade 
promotion agsneiesi 

14) Provide ecor.omic:a"_ ovArseas representation. 

17. In the beeinni:ag of tho agency's life the staff will probably be too 
limited to undertake ;-.ore than a few of the above functions. Top initial 
priority will be to implenont one or more projects (See "How tv Begin an 
IP Programme".) It iz prob:c.bly sound policy to concentrate initially on a 
limited number of speci£'ic projdot opportunities and to focus on establishing 
a "track record" of successful promotion as quickly as possible. 

HOW TO BEGIN LND SUSTHN I11VESTl'1EYT PROMOTION 

How to Begin __ '_·2_l_?__:::'£_c:t~~~-~~ 

18. If officials lvish -~c 'ac;5i:.1 <->-na'll investment promotion campaign or re­
invigorate a lagging :;;"'og:c'e.U'I':.:; 'l tHo factors are critical for ensuring success. 
One is a source of' poc,Je::-ofu:'_ ;:,upport, us,_tally Hi thin the Government. The other 
is a nucleus of cxpc;r:-·cic;e. 'rhe mc>t important expertise is entrepreneurial: the 
ability to see oppor--cv:,.l.ti.3G 1or com-oLl~_ng available resources to produce results. 
Both skill and drh-2 ~~_:_·-::-needsi --· ideally a quiet and persistent pragmatism backed 
by solid busineso ?.nd 'l':'>Da,:;srnent ~xper~_ence and guided by a si..ngle-minded 
objective of obtaining i·-l'Joctmen·i; :::e::::ul ts on favourable terms. These two factors 
are probably enough to allo~: the development of a self-sustaining prugramme to 
strengthen and stiinulatc ·cLe O:;:J9rational industrialization system. 

19. It is frequently st:::-ess:-Jci that op9rational and financial independence are 
also essential for su~~ess of a prornotion agency, and they are certainly ideals 
at least from -the point Df v_~c-:r of the investment promotion programme. But 
independence is relative.. If to·cal independence is insisted upon as an absolute 
requirement befoT6 -,.;od~.-cc.L b"l commL1ced, damaging conflicts an-i delaying 
maneuvers may -oe t:18 prinr:ip.::.J restcl ts. The specific objectives, strategy, 
tactics and timing of E; c:,,mp3.ign for autonomy will require careful planning. 
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20. To repeat, a source of high level support and a nucleus of expertise are 
the basic requirements for success. Examples of detailed proposals and of 
various refinements are offered ·in the cases. But given access to the two 
essentials, a good working principle would be willingness to "begin small" in 
the interests of rapid payoff and to expand scope and size gradually. 

Programme Goals and Friorities 

21. The investment promotion institution needs specific goals and a work programme 
for achieving them. Q~ancitative goals should be tentatively established in terms 
of investment value, industrial sectors, export contribution, employment, and 
foreign exchange effects. Concurrently, information on the project development 
"pipeline", including existing and planned sectoral surveys, snecific project 
studies, current construction, and planned or committed projects, can be accumulated. 
and evaluated to determine specific follow-up actions. The short term goals may 
be modified, if necessary, in light of the evaluation. 

22. Action priorities can be proposed at this stage in order to begin to balance the 
programme. For exaffiple, if the quantity of projects in the pipeline is clearly 
too small to approach the investment targets of the long range plan, it might be 
decided to place a high priority on the establishment of a "project generation 
task force" to begin filling the pipeline. 

Availability of Suitable Projects 

23. Development finance institutions in industrialized countries, and in Africa. 
insist that there is no shortage of money for investment in African projects, 
They assert that the limiting factor is the dearth of suitably prepared projects 
and of managcnent teams which can command investor confl.dence. Yet in most 
countries surveys and sectoral studies have turned up numerous project 
opportunities over the years. But undeniably the pace and sureness of follow-up 
toward implementation leave much to be desired; for various reasons the project 
development cycle is often interrupted at the point where sectoral (economic) 
surveys finish. It' the time "the system" has sensed the lack of forward motion 
in a particular case, the study needs updating. Project costs are then found to 
have escalated, technology and market tastes may have changed. Sadly, the 
original study investment was largely wasted, even though the kernel of the 
project idea still has positive merit. 

24. The backlog of such unexploited project ideas is significant in many 
countries. It may represent a source of relatively quick payoff for the 
beginning of a systematic investment promotion campaign. Of course, one of the 
main strategies of an investment promotion agency is to ensure timely follow-up 
to exploit study results. The mechanism may be direct action or stimulating 
a development finance institution t~ lead the process toward implementation. 

The Use of Foreign Technical Assistance Experts 

25. As mentioned frequently elsewhere, there is an almost universal scarcity of 
African experts in technical, managerial, and entrepreneurial fields. To compound 
this difficulty, the catalytic functions of an investment promotion agency 
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20. To repeat, a source of high level support and a nucleus of expertise are 
the basic requirements for success. Examples of detailed proposals and of 
various refinements are offered ·in the cases. But given access to the two 
essentials, a good working principle would be willingness to "begin small" in 
the interests of rapid payoff and to expand scope and size gradually. 

Programme Goals and Friorities 

21. The investment promotion institution needs specific goals and a work programme 
for achieving them. Q~ancitative goals should be tentatively established in terms 
of investment value, industrial sectors, export contribution, employment, and 
foreign exchange effects. Concurrently, information on the project development 
"pipeline", including existing and planned sectoral surveys, snecific project 
studies, current construction, and planned or committed projects, can be accumulated. 
and evaluated to determine specific follow-up actions. The short term goals may 
be modified, if necessary, in light of the evaluation. 

22. Action priorities can be proposed at this stage in order to begin to balance the 
programme. For exaffiple, if the quantity of projects in the pipeline is clearly 
too small to approach the investment targets of the long range plan, it might be 
decided to place a high priority on the establishment of a "project generation 
task force" to begin filling the pipeline. 

Availability of Suitable Projects 

23. Development finance institutions in industrialized countries, and in Africa. 
insist that there is no shortage of money for investment in African projects, 
They assert that the limiting factor is the dearth of suitably prepared projects 
and of managcnent teams which can command investor confl.dence. Yet in most 
countries surveys and sectoral studies have turned up numerous project 
opportunities over the years. But undeniably the pace and sureness of follow-up 
toward implementation leave much to be desired; for various reasons the project 
development cycle is often interrupted at the point where sectoral (economic) 
surveys finish. It' the time "the system" has sensed the lack of forward motion 
in a particular case, the study needs updating. Project costs are then found to 
have escalated, technology and market tastes may have changed. Sadly, the 
original study investment was largely wasted, even though the kernel of the 
project idea still has positive merit. 

24. The backlog of such unexploited project ideas is significant in many 
countries. It may represent a source of relatively quick payoff for the 
beginning of a systematic investment promotion campaign. Of course, one of the 
main strategies of an investment promotion agency is to ensure timely follow-up 
to exploit study results. The mechanism may be direct action or stimulating 
a development finance institution t~ lead the process toward implementation. 

The Use of Foreign Technical Assistance Experts 

25. As mentioned frequently elsewhere, there is an almost universal scarcity of 
African experts in technical, managerial, and entrepreneurial fields. To compound 
this difficulty, the catalytic functions of an investment promotion agency 
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require a blending of skills and experience that can usually be found in 
sufficient numbers only in industrialized countries. Therefore, to the extent 
compatible with basic national policies, it is useful to recruit expatriates 
for some key staff positions during the initial phases of a programme. Multi­
lateral and bilateral assistance agencies have generally seemed happy to support 
operational programmes of this kind. 

~fuat to Do About the Skill Gap 

26. It is often heard that more good projects could be prepared and promoted 
in Africa if only enough specialized technical people could be made available. 
This statement is sometimes accompanied by proposals to establish sizeable 
technical departments comprising sectoral and sub-sectoral specialists who wo~ld 
prepare the needed surveys and projects. 

27. Unfortunately, observation indicates that the probability of recruitine 
specialized technical staff competent to do detailed project preparation as 
full-time employees of a technical assistance agency or of an African 
industrialization institution is unacceptably low. Many projects prepared at 
great cost in time and money by staff experts fail to win acceptanc3 at all or 
must later be completely re-done. It has simply not been shown practical to 
rely heavily upon this method. 

28. An alternative or complementary course is available, one which has greater 
chances for producing the necessary quality and quantity of projects. Tts 
principles are: 

l) Accept the virtual certainty that specialists will remain in short 
supply in Africa throughout this decade. Desisn the project development 
system to accommodate the limitation. 

2) 

3) 

4) 

Make full use of competent experts who are available. 

Make sure your agency has the skill and confidence to manage short­
term experts brought from outside: to brief them on local conditions; 
to squeeze the maximum of practical benefits from their work. 

Adopt the technique of frequently defining projects only to an early 
prefeasibi1ity level before identifying prospective project partners 
(technical, managerial, marketing, as well as financial). Shift the 
principal burden of detailed project development to the interested 
participants, while you maintain control by monitoring and evaluating. 
Technical assistance agencies can be used to support this process. 
The probability of implementation payoff for each dollar spent is much 
higher than through producing feasibility studies for a "stockpile". 
And the elapsed time to project implementation is likely to be much 
shorter. 

• 

~----~-~~-------------------
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29. It is plainly evident that the establishment of overseas offices to repre­
sent the promotion agency must be timed so that the rest of the system is ready 
to respond effectively to contacts resulting from their work. If an office in 
Paris or Dusseldorf bee,·ins to channel orders or project inquiries tb,a.t cannot be 
handled1 the uncc.>.L~)li .. JEii·~·car.;r reputation will be difficult to erase. 

30. ·In general it is a good estimate that a year or two of preparatory work, 
e.g. project preparation, adjustment of incentives, and training of staff, will 
be required before the first overseas office can be justified. Interim · 
substitutes can carry out specific limited mL'lsions ~::ui te adecruately. 

MAJOR SUPPORTING ACTIVITIF.S 

Programming the 1\iulti-secto:ral Elements of an Investment Campaign ~=:.;;..;;~ --

31.. Although investment nromotion agencies are commonly sponsored by ministries 
of industry~ an investme!1t development campaign in Africa inevitably depends 
heavily upon, and has interrelationships with, development programmes in 
agriculture, commerce: and transport, as well as the overall national planning 

. system. There are also foreign affairs implications via external trade and 
·multinational projec~ considerations. 

32. For the investment campaign to realize its full potentiai, there must be 
conscious coordina~ion with these other efforts. Thus it is necessary at least 
to monitor developm(::nt in the related fields. This is nlain common sense; for 
example·, a cl1angE. in a road construc·"ion schedule coulc.: delay access to markets 
or raw materials neede<'i. for ke;yr industrial projects. 

33. In a relatively comprehensive programme the agency may go further than 
monitoring. It may submit recommendations to ministries and other organizations 
regarding priori·cieu, and recommend procedural changes to improve the climate 
for new investment. Case number two describes such a programming activity in 
the context of a Eationc\l expor-t develcpment and investment campaign. · 

fu:tiQl!aliz~g the Pl'o.iect Approval Process 

34. Most industrh;,lization officials can cite at least one project which won 
approval less throllgh market and feasibility analysis than through the 
persuasiveness of a machinery salesman. Possibly the volume potential or the 
processing methods ;:;, -"e inadequate ar:.d the project is condemned to be a 

11
Whi te 

elephant". Clearly, 'checks and balances are useful to guard against similar 
problems. But in some countries 1 rei)eated unsuccessful projects have led to 
over-reaction and resulted in near paralysis: any more nev.; projects will have 
to undergo rigorou8 ex;:unination by numerous agencies and committees, each of 
which has an effective v-eto, The 1:1hole process may appear so threatening and 
time consuming to a prospective investor that he will refuse to try, unless 
direct, practical assistance is offered. 

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales



E/CN.l4/INR/200 
Page 10 

35. Here is a situation where the promotion agency may stimulate investor 
interest by easing the approval path for him. · The agency can also be a prime 
mover in attempting to simplify the procedures and move toward a necessar.y 
minimum number of approval steps. 

"Incentives" 

36. Much has been written on the role of incentives in influencing investment 
decisions. Some states-both within and outside Africa-have seemingly tried 
to outbid each other with costly benefits. One is often led to wonder how some 
of the advertised concessions can be paid for. 

37. No doubt the moralit.y and practical value of such extensive and expensi~e 
measures will be debated for a long time. But there is a less publi~ized kind 
of incentive which can be used by many African states to improve their 
attractiveness in the investment competition without any cost. This is the 
general incentive area called "ease of doing business." If a state's rating 
is known to.be low, the fact becomes a potentially crippling dis-incentive to 
new investment and to expansion projects. A key role of the promotion agency 
is to identify and recommend possible improvements in this loosely-defined but 
important area. 

38. For example, does a resident foreign businessman have to have an exit visa 
for a specific trip abroad? Does he need police clearance to get the visa? ~llidt 

effect does this inconvenience have on prospects for persuading businessmen to 
locate African headquarters operations in the countr.y? 14hat risk is involved in 
modifying the regulations? The promotion agency will automatically learn about 
such cumulatively serious problems, if they exist; and it will have the facts 
with which to present a case for ea~ing any non-essential restrictions. 

Building Support for the Investment Promotion Programme 

39. It has been stated that one essential for successful investment promotion 
is a source of effective high level support within the government. It may also 
be emphasized that understanding and enthusiasm for the programme among a cross 
section of business and government officials can have substantial p~off. One 
welcome result is that the path may be smoothed for the legislative and 
administrative actions needed as the progrnmme unfoldso 

40. One way to encourage such support is to provide a small but carefully 
selected representative board of directors for the promotion agency. Another is 
to create a large, broadly-based advisory council. The council should bring 
together private, parastatal, and government interests to speed communications, 
consultation and coordination concerning goals and means. 
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Inter-governmental Co-operation for Industrial Development 

41. The need for rationalization of industrial development programmes among 
groups of African states has neve:r been greater; and apparent opportunities for 
co-operative projects have been pointed out in considerable numbers. Yet all 
evidence points to continued severe problems-especially institutional and 
political problems-in the way of co-operative industrialization progress. News 
media frequently report favourable policy statements by prominent national 
officials and constructive initiatives by the secretariats of African economic 
co-operation organizations. :But the sought-after physical fruits of the policies 
and initiatives have been elusive during a disaPpointing decade of repeated 
ef;forts. · · · 

42. Investment Promotion agencies will want to be aware of the opportunities to 
define attractive multinational projects.which would not be viable without the 
expanded markets projected by combining national demand patterns. The agencies': 
most effective role may be to stimulate government officials to adopt pragmatic 
new approaches to the nagging problems of allocation and implementation. Cases 
six, seven and eight describe programmes designed to overcome the main obstacles 
encountered in recent unsuccessful efforts. 

SURVEY OF THE INVESTMENT PROMOTION SITUATION IN SELECTED AFRICAN COUNTRIES 

43. The following pages characterize the institutional setting for investment 
promotion activities in selected African countries. Based primarily on visits 
during 1970-1972, the summaries cover the following countries: 

West Africa 

Nigeria 
Ghana 
Ivory Coast 
Liberia 
Sierra Leone 
Senegal 

Central Africa 

Zaire 
Congo (P.R.) 

East Africa 

Ethiopia 
Kenya 
Uganda 
Tanzania 
Zambia 
Malawi 

Southern Africa 

Botswana 
Lesotho 
Swaziland 
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NIGERIA 

44. The Second National Development Plan, 1970-1974, deals rather comprehensively 
with plans for industrial development. The Federal Government olans to spend 
about £40 million on capacity expansion during the plan period and the state 
governments expect to spend somewhat more. A number of major industrial projects 
are represented in the plan, including ~ paper plant, a chemical complex, 
fertilizers, an integrated iron and steel complex, automobile asselli~ly, a second 
oil refinery, several agricultural processing plants,ar.~ expansion of the fishing 
and shrimping industry. 

45. The Government will participate to the extent of 55 per cent in four major 
fields (iron and steel, petroleum chemicals, fertilizers, and petroleum products). 
A 35 per cent share (combined stc~e and federal governments and local private 
indigenous ownership) is planned for plantations, food industries, forest r~oduct 
industries and building materials and construction. 

46. The Federal Ministry of Industry operates an investment centre which is 
primarily concerned with the private sector. 'I'he centre was started in 1966 
with US assistance, but its development was delayed by the war. Currently, 
there are about fiftenn professionals7 including engineers and accountants, on 
the staff. They do some prefeasibilit;y studies, receive enquiries from 
prospective investors, provide information including the forms requir::! to obtain 
government approvals, and maintain a registry of opportunities and prospective 
investors. 

47. The centre relies on commercial officers in embassies overseas for it3 
foreign representation. It is planned to expand the centre's operations, 
including the establishment of oversP3.R offices. 

48. The Ministry also has created; or is about to create, an Industr;_al 
Development Consultancy Service in conjunction ~<~i th the Nigerian Institute of 
Social and Economic Research (NISER). Sone £300,000 is allocated for the service 
over the next several years. There is a plau to develop a, Nigerian Centre for 
Management Development v1ith United Nations (UNDF/ILO) assistance. A request to,.; 
UNDP for implementing the first phase of i tR establislune!l{ has been draftecfby ·· ---· 
consultants. The programme of the cent~e diffors considerably from the traditionaJ 
pattern. It will have a planning and rasearch division, R technical assistance 
division, and consultancy services division The part which is innovative is 
the technical assistance division. Instead of organizing a programme of courses 
on its own account, the centre wiil provide assistance to existing institutions 
to train personnel, prepare course material, and perhaps to teach courses. It 
will second experts to the Gxecuting organizations. 

49. There is at present no comprehensive management development programme in 
Nigeria, although a number of insti t11tions, incluCl_ing the Ford Foundation, the 
Continued Education Centre of Lagos rJni ver'3ity ~ and. the Nigerian Institute of 
Management, have provided courses f:;: om time to time. 
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50. The development plan ide:1-~ifier, t;~1e following basic str~;';3g;y f'l::.' the 
manufacturing s.ector; 

The limits of import cubstitution have not been approached? 

It is desired to maximize the value a(ided., not just ti1e ran.;e 
of goods, through exploiting possible hn~ages; 

Thus there will be empr1<1sis on inter.1Jediate and capital goods 
(this backwards integ.:.·:;:.tton is app::.·op:riat.e since cur.cent2.y 
60 per cenJ, of pr,)duc-i;ion is for fi:~:-tl conzumption). 

51. In June of this year (1971)7 a ::...ong ljst of businesses >J.J.S reserved 
exclusively for Nigeriam>. The list incluclGd ret.a:il tro.de, road haulage, and 
cinemas. At the same tine adr~i tional businesses, including rr:dny ma:L·,ufacturing 
sectors 1 such as paper conversion ancl manufe>,cture of bicycles, were required 
to have at least 40 per cent indigGnous equity participation if ths t;fixed. 
capital" is under £200,000. 

52. It seems appropriate to consider the Nigeri:=tn industrializ1.tio:1 institutions 
as relatively self-sufficient, since the economy is expanding rapicD:r and 
resources of the insti t-:.1tions c~re being e>~ug1::enterl substantially. It :..rill be 
very desirable to keep ir.. close touch with the Investment Cantre al:'ct ;-ri th the 
projected Centre for M3.nagemert Dev:olopmen-:-to observe their de7elop:::ent as 
p~ssible models for adaptation elseHhereo 

GHANA 

53. Ghsna 's Capital Investmen-~ Boarc'l ( CJB) was formed :..n accorc'l.~:rce ;-ri th the 
Capital Investment Act of 1963. Its board. includes both govornnent ;>,nd private 
members. CIB is the government's investment prouwtiun agenc;-,r 1 it o::_;erc..tes the 
Ghana Investment Centre in Acc~a and a branch office ill Frankfurt, (!·.3rmany. 
There are plans to establish 2 New York office, and possibly oth0rc. The 
professional staff inclt;_ies lU economists, Jl\~ij-,eers 1 and accountancs; 14 more 
are planned. CIB administers the im'estmen·c incentive laws • 

54. Some progress has been m:=tda in attemptJ.ng to simplify and cenl;rc::,lize the 
administrative requirements fo1· an j_r::vestor. As of this yea:.:·, ti:tere i2 a single 
form to satisfy the requirements of the :sank of Ghana (fore~ gn excha~1ge), the 
Ministry of Trade, Indus·cr·y a>nd the CIB (fiscal incentives). CIB distributes 
copies of the completed papers ~o the :1ecess2,ry agencies. 

55. The National Investment Bc.nk, ostabli,;:1::d. in 1963, had a t;o·'~al investment 
of 14 M NC at the end of 1968. 'I'l:.e Development Serv:;.ce Inst:itu-t.;c; (DSI), a 
division of NIB, provid.es consul ti:1g service ~o Ghanaian :)u;;;inetL':t.-:m ac Nell 
as carrying out the prepar·ation of project feasi 'oili ty studies u,nd ~valuation 
of project proposals for the ~Bank. DST has tHenty professionals or1 its staff. 

56. The Ghana Industrial. Holding r:o:2poration (GIHOC) was set up in l968 to take 
over twenty state enterprises, most of which 1·rere in severe fina:,ciE-.1 trouble. 
There are now 18 subsidiaries with 26 factories. The orjgin2l V3.lue (cost) of 
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the aseets was 53.9 M NC, but this is in the process of being re-v~lued downward. 
A UNIDO (SF) project of assistance to GIHOC has been in place for a number of 
years. Its original mission was a "rescue" operation, aimed largely at 
establishing financial control. As of -che end of 1970, most of the remaining 
enterprises had at least been enabled to break even. The project new includes 
only two professionals at headquarters, twelve individual UN specialized experts 
in the divisions, and a number of short-term consultants (30 this year). 

57. For the UNDP country programme beginning 1 January 1972 the UNIDO project 
emphasis will change. There will be a long range management training scheme for 
150 top and middle management people worth about 50,000 NC per year (administra­
tion only) and the remainder of the project will provide a team of industrial 
engineers to deal with the implementation of a mechanical industries complex 
including a workshop to make equipment and to provide maintenance services for 
the other industries. 

58. GIHOC is negotiating with the British government to provide some type of 
Industrial Management (consulting) Service. There is a tactical problem, since 
the board does not want a strong central headquarters for GIHOC, and a central 
consulting service could be seen as a means of exercising central control. (In 
fact, individual companies are now being spun off from GIHOC when their financial 
and managerial strength permits.) Hence the training scheme and the manageme~t 
services activities may be organized as separate divisions within the ~IHOC 
complex, rather than as elements of the central headquarters. 

59. The ILO project of assistance to the Management Development and Productivity 
Institute has mostly concentrated on management development through the presenta­
tion of short courses. The Phase II project will switch its emphasis to in-plant 
consul tancy, ld th five broad-gauged experts. 

60. On the subject of co-operation between Ghana and the Entente countries one 
official expressed the view that it was necessary to "get our own industries 
operating properly first", while others indicated that a strong desire exists at 
top government levels to make practical progress in co-operation; e.g., involving 
trade of manufactured goods. 

61. Ghana's current drive to attrac~ new industries, largely relying on outside 
private investment, is quite new. The professional resources being dedicated to 
the campaign, and the evident enthusiasm arc considerable. The thrust is offset, 
in the view of some observers, b,y recent moves toward Ghanianization and alien 
expulsion, and by the persistent foreign exchange difficulties, as exe~lified 
by a current 25 per cent tax on certain foreign exchange transactions. 

IVORY COAST 

62. There is obviously a high level of all kinds of economic development around 
Abidjan. It is plain that French advisers and businessmen play a major role in 
the development activity. There is a UNIDO project of assistance to the Bureau 
of Industrial Development (BID) of the Planning Ministry. The project manager 
has been in place for a year, but has so far been able to recruit only one of 
five international experts provided for in the project. B~sides the UNIDO team, 

J./ This was before the recent currency devaluation. 
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the BID has foreign staff members from Germany, France and Italy. There are 
many projects in the promotion stage and money for investments is no problem. 
There is an effort under way to concentrate on export industries for European 
markets. Two existing examoles are~ Bata shoe plant and a confectionery. 

63. There is a .serious lack of Ivoiriens with technical or business training. 
Moreov.er the UNIDO project has so far been unable to find people to send 
overseas for the fellovJ"Ships provided in the project. No business school yet 
exist8 at. the university, but an advanced management school is to begin 
operations around t~e end of this year. A number of local industries run by 
Ivoiriens (e.g. a brickworks, a surgical dressings plant and foundry) are 
financially viable because of protection, but could benefit subetantially from 
industrial consulting assistance, if it were really available. 

LIBERIA 

64. Liberia's GDP is approximately ~400 million. Foreign aid has been running 
at about <11:20 million, but has recentl:~r been more or less completely offset by 
debt servicing, including voluntary repayments. 1,ri th exports (nrimarily iron 
ore and rubber) at about 11:200 million, there t,JaS a trade surplus in 1969 of 
more than ~80 million. 

65. An industrial park '-as begun. It presently (1971) contains an oil refinery, 
a shoe and rubber plant, and a plastic products enterprise; a confectionery 
plant and a match factory are under construction. U:NJ:DO/miDP 11as been requested 
to provide $1.9 million for further development of the park. The Liberian 
Develop~ent Corporation is closely attached to the Department pf Commerce and 
Industry. Mu~h of the work of its canable staff is devoted to performing 
project analyses for.the Department. Hence a limited amount of new projects 
preparation and promotion has been possible to date. The Department has a brand 
new Secretary, who may be expected to establish new directions as he develops 
his programme. 

66. The Liberian Bank for Industrial Development and Investment was established 
in 1969. It is empowered to lend funds, to purchase convertible debentures and 
to take equity participation. As of the end of 1970, its portfolio consisted 
mostly of loans and totalled less than $2 million of which ~40,000 was 
classified as industrial. Uncommitted funds than totalled about $1.8 million, 
of which nearly 90 per cent were in Deutschmarks. The Bank's President was 
absent on a mission to negotiate additional lines of credit with IBRD and ADB. 

SIERRA LEONE 

67. The principal agency for the encouragement of industrial development in 
Sierra Leone is the Ministry of Trade and Industry, which is very active in 
administering incentive provisions and dispensing information to prospective 
investors. Negotiations have been nearly completed (September 1971) with UNIDO 
for the provision of a short-term industrial programming mission to be followed 
by missions to develop specific industrial project proposals. 
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68. The Agriculture and Natural Resources Ministry has a number ,,.~. agro­
industrial project possibilities for which the groundwork has been done, but 
whose follow-up implementation seems to be lagging. (Examples: oil palm, 
copra, animal husbandry and abattoirs, a citrus plantation). 

69. There is a UNDP Special Fund project v1hich operates a planning unit 
attached to the Ministry of Development. Unfortunately, the orig1nal project 
chief died before taking over his duties. The Industry expert for the project 
then became the project chief, leaving industry uncovered. Now, after a year, 
he will shortly leave the project for personal reasons. Nevertheless, it is 
hoped that the UNIDO mission 1rJi ll work very closely with the planning unit to 
ensure that their work takes into account possible linkages between industrJ 
and agriculture, for example. The timing for such a mission is opportune; 
both industry and development officials are eager to capitalize on the 
enthusiasm which now exists for industrial development at all levels of the 
government. 

70. The Minister of Trade and Industry expressed his interest in and dUpport 
for the proposal to establish the African Investment Centre and to support it 
with joint UNIDO/ECA resources. It was also stated that ECA assist~nce might 
be sought in.later stages of negotiations which were recently begun between 
Sierra Leone and Liberia concerning joint development activities in such fieJds 
as trade and industry. 

SENEGAL 

71. There is a UNIDO field adviser in Dakar who covers "Northwest Afriua": 
Mauritania, Senegal, Gambia, Guinea, and Mali. SONEPI (Societe Nationale d'Etudes 
et de Promotion Industrielle) also has several UNIDO experts under a modest 
Special Fund project ($0.5 million for three years). SO~~PI appears to be 
managed very professionally and with a certain flair. It is a centre for 
encouragement of and assistance to Senegalese business. It was inaugurated 
in 1969 and has been very active in preparing general studies and specific 
project brochures, in financing some small industries (e.g. printing, baking, 
confectionery, bottles, a cinema, woodworking), and is providing training and 
consulting services. 

ZAIRE 

12. Industrial development in Zaire appears to have entered. a self regenerating 
stage. Projections (mi~l97l) indicated a planned expansion in industrial 
output of only 5 per cent a year with gradual increases in the rate, through 
1975. But a brief analysis of projects approved for investment during 1970 
indicates, even allowing for slippage and some "drop-outs", that a more likely 
estimate of the current rate would be between 10 and 20 per cent! 
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73. Industrial development appears to be in private hands, wit:1 the govermnent 
functioning principally in a regulatory role. A UNIDO project has supplied 
several experts to analyze projects submitted for incentive grants. The U}IDP 
five-year country programme to be approved at the beginning of 1972 ~ncluded 
about S-2% million worth of technical assistance to industrial development. 
The proposed projects include: an industrial estate, development of the con­
struction materials industry, central repair and maintenilnc:e of industrial 
equipment, industrial standardization and quality control1 assistance to the 
Central African Industrial Research Centre, oonsulta~cy service for management 
training for small-scale industry, promotion of Congolese indlistry·, a stu~y 
of the prospects for furt~er development of the copper indust~r, and a broad 
study of the status and. future of industrialization. There is also a continuation 
of the project evaluation services connected with the administration of invest­
ment incentives. 

PEOPLE'S REPUBLIC OF THE CONGO 

74. Congo has a sizeable UN project of assistance to the state enterprises 
(3 years1 ~1.3 million). This is an ILO project. The project manager has 
been in place for six months (September 197l)i two experts are in place now 
and there will eventually be 10, including: 

financial (2) 
industrial economist 
marketing (2) 
organization 
maintenance 
logistics 
hotel management 
transportation 

The project l,rill concentrate its attention on 14 of 40 or so existing enterprises. 

75. A related project being established by the UN Office of Technical Cooper~tion 
(OTC) from New York is one of assistance to the National Institute of Administr­
ation, ~!.'his school ha.s sections dealing with public administration, n1anagement 
of enterprises, and with economics and planning. It is intended to train some 
1,500 people during t~~ next five years, although the actual need is estimated 
to be closer to 4,50~ One concern of the institute is to increase the level 
of understanding between the administrative officials of the government and the 
executives of the enterprises. 

y As one indication of the need for management trilining, it was estimated 
that some 60 per cent of the managerial cadres of the state ente:r·nrises are 
now foreigners. (However, a large textile mill near Brc.>.zzaville which seemed. 
to be operating very near full capacity ''ras said to have only two (Chinese) 
advisers.) 
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76. The potential for mutual reinforqement between these two prvjects was 
discussed, and it was agreed that close co-operation could increase ~he 
effectiveness of each. For example, by providing on-the-job training to 
executives in the form of consulting services, the performance of a state 
enterprise could be improved, while at the same time, it would be possible to 
gather case study material for the use of students in the Institute. 

11. The technical co-operation officials of the government were v0r,y much 
interested in the possibilities of obtaining assistance from the proposed ECA 
African Investment Centre. It was pointed out that the type of mission just 
completed in Brazzaville by two ECA experts to prepare for the Abidjan project 
promotion meeting was an example of the services offered. There is a stror~ 
desire to secure a national investment centre for Congo. There is said to be 
great need to move ahead with various kinds of partnership arrangements in the 
industrial field although the necessary experience and resources to ~stablish 
such arrangements are presently in critically short supply. 

ETHIOPIA 

78. A number of agencies share responsibilities in the field of industrial 
development and promotion. The Ministry of Commerce, Industry and Tourism has 
concentrated on regulation, statistics, and policy matters, including industrial 
development incentives. The Planning Commission, attached to the Prime 
Minister's offic~ has also been active in matters of strategy and has proposed 
certain project development procedures, including the establishment vf an 
interministerial committee to consider each proposed project. A five-man team 
from the Harvard Development Assistance Service is assisting the Planni1~ 
Commission. 

79. The Technical Agency, attached to the Planning Commission, has acted as 
an ad hoc project preparation and evaluation group. An interministerial 
Investment Committee exercises statutory approval powers with respect to 
requests for incentives under the investment code. 

80. A new tourism and hotels corporation and an agricultural and industrial 
development bank (AIDB) are becoming fully operational. Additional parastatal 
operations are the Coffee Board, the Livestock and Meat Board, and the National 
Resources Development Share Compa~y. 

81. Over the years numerous sectoral and project studies have been financed 
by bilateral and multilateral assistance sources, or performed b,v the Technical 
Agency. The rate of project implementation has been disappointing. It has 
been observed that since Ethiopia

1
s natural resources are outstanding in many 

respects, some kind of institutional arrangements might need to be made to act 
as a catalytic agent to help speed up the development process and to try to 
improve the terms on which new projects are established. 
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82. Presently industrial promotion activities are moving ahead on several 
fronts. A revision and further liberalization of the Investment Code is in 
progress. AIDB has initiated an informal industrial programming activity to 
identify "high potential" projects. ll\fi th some assistance from ECA it is under­
taking a campaign to attract investor interest in specific project opportunities. 
The Minist~J of Commerce, Industry and Tourism has conceived a national export 
development"and investment campaign and has requested assistance to initiate 
an export promotion and investment centre wit~in the Ministry. Initial proposals 
were being evaluated during the second quarter of 1972 • 

KENYA 

83. The principal industrial development institutions include the Kenya Industrial 
and Commercial Development Corporation, the Development Finance Company of Kenya 
Ltd., and Industrial Promotion Services, Ltd. 

84. .A UNIDO/UNDP Special Fund project, the Industrial Survey and Promotion 
Centre, has been established within the Ministry of Commerce and Industry. Its 
authorized strength is fourteen professionals including seven internationally 
recruited experts. As of early 1972 it was functioning actively, although a 
number of the posts, pa~ticularly those of the counterpart experts, remain unfilled. 

85. Until now most of the initiatives for new industrial projects in Kenya has 
been in the private sector (The Broderick Falls pulp and paper project was an 
exception). There are signs of increasing government efforts to further stimu~ate 
and to constructively channel the continuing industrial development. 

86. One exam~le of such initiatives is the creation of the Centre noted above. 
Another is Kenya's continuing participation in UNIDO/ECA/ADB-sponsored all-­
Africa project promotion meetings. In fact Kenya hosted one such session which 
was held in Nairobi at the end of 1970. A third indication is the fact that an 
ILO--led UN team was recently brought to Kenya to propose comprehensive schemes 
to increase Kenyan employment opportunities. 

87. The World Bank has suggested a reorganization of the Kenya Industrial and 
Commercial Development Corporation. The present organization devotes most of ~ts 
attention to commerce. One recommendation was the establishment of a specialized 
industrial development department. 

UGANDA 

88. In Uganda the Uganda Development Corporation has been the principal 
industrial development agency. Its efforts have recently been supplemented by 
the East African Development Bank, which is headquartered in Kampala. 

89. In 1970 there was a wide-spread impression of uncertainty concerning the 
future of industrialization in Uganda. The announced requirement for 60 per 
cent government pa-rticipation and government policies concerning geographical 
location of industries 1r,'ere seen as specific hurdles. The fact that Tanzania 
had made progress since its nationalization moves three years earlier was cited 
as evidence that fo1rmrd motion would be regained, but a detailed new industrial­
ization policy had yet to be evolved. Hork on the industry section of the next 
five-year plan was temporarily stalled for this reason. 
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90. More recently a series of positive actions has been begun. The national­
ization decree has been rescinded for the most parti UDC is apparently going 
to be subdivided into specialized holding companies (as in Tanzania); and 
a Uganda Development Bank is expected to be formedo 

91. The newly prepared UNDP country programme contains an industrial promotion 
projecto UDC is also receiving increasing UNIDO assistance for its current 
operations as well as for further project development. 

92. A long planned industrial estate is now under construction and the 
Ministry of Commerce and Industry has made great progress in establishing a 
comprehensive data base and registry of existing and planned industrial projects. 

TANZANIA 

93. Tanzania has subdivided the National Development Corporation into a number. 
of somewhat specialized holding companies. These include the National Agri­
cultural and Food Corporation (NAFCO), the Tanzania Tourism Corporation (TTC) 
and the Tanzania Wood Industries Corporation (ThliCO). Each has a new project 
development responsibility as well as an operational role. There is talk that 
NDC will be further subdivided in the interests of streamlining operations 
even more. 

94. Another organization, the Tanganyika Development Finance Company is 
owned jointly by NDC, the Commonwealth Development Corporation (CDC), and 
German and Dutch Government-related investment companies (DEG and FMO). The 
manager is a former CDC executive. TDFC believes it has a viable place in 
the Tanzania development system because of its broad contacts among overseas 
investors. The company has about 35 mill:on shillings in investments. There 
are eight executives including four expatriates. A Project Consultancy 
Department conducts follow-up activities and functions as a management assistance 
"fire brigade". There are presently two men in the department, and it is going 
to be expanded. 

95. Recently, the medium and long-term portfolio of the commercial bank was 
transferred to and became the nucleus of a new development finance organization 
called the Tanzania Investment Bank. TIE became operational in 1971, inheriting 
38 loans and a large number of applications. It is intended to "re-centralize" 
some o:f the financial responsibility v-rhich was dispersed by the partitioning of 
NDC. It has a role in project approval and operational supervision. TIE is 
not the sole source of project funds, since the parastatals may re-invest their 
internally generated funds. They may also receive government budgetary 
allocations for capital investments, as well as outside financing. 
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96. Although the parastatals and TIE discuss plans for new projects, all 
appear to suffer from a scarci~ of top-flight executive cadres. The Govern­
ment ministries seem less optimistic about short range expa'1sion. There is 
talk about "consolidating". This is interpreted as meaning that unprofitable 
operations need to be re-organized before nevr projects can be accommodated. 

·97. Tanzania has an Industrial Studies and Development Centre (UNIDO/UNDP-SF) 
attached to the Minist~ of Commerce and Industr,y. Its staff comprises fifteen 
professionals including seven expatriots and seven counterparts, most of whom 
are specialized experts, e.g. food technologists, textile engineer. This 
centre has been in existemce for a number of years. It carries projects 
through pre-investment studies and then "parastatal and private developers 
take over". 

98• Another Special Fund project, this time attached to Devplan, was beginning 
in the second quarter of 1972. It is called an industrial strateer project 
and is being performed under contract by the Harvard Development Assistance 
Service. One objective apparently 1~ill be to avoid the kind of "mistakes" that 
sometimes occurred in the past. 

99. The NDC Development Division has undergone extensive personnel shifts. 
It is in the process of beginning an organized industrial programming and 
selection ~stem on its own account. This is seen as a top priority activity 
because NDC projects compete for funding with those of other project sponsors. 

ZAMBIA 

100. Consumer price levels in Zambia appear (September 1970) higher than on the 
coast. Part of the difference is caused by long tran5~ortation routes. Govetn­
ment decisions reducing trade with Rhodesia and South Africa have put heavy if 
temporary burdens upon alternative supply routes for imports. The economy has 
been completely dominated by the copper mining projects, which have been producirr 
about $1/2 billion annually. 

101. Through its control of the min2s, the government enjoys a heavy flow of 
revenue, much of Nhich is available for capital projects and industrial invest­
ments. An oil pipeline from Dar-es,-Salaam to Ndola, the Dar-es-Salaam-Lusaka 
railroad (1975 completion), a new fertili7er plant and a textile factory are 
recent projects. An oil refinery at the end of the pipeline is projected. 

102. A multi-tiered complex of industrial and mining enterprises called ZIMCO 
(Zambian Industrial and Mining Corporation) manages state interests in enter­
prises in a broad range of fields --even including rural development. The 
policy is that the state must participate in all large and/or critical projects. 

103. The government is fighting against the label and dangers of a one-commodity 
economy. One goal is to achieve nea~ self-sufficiency in agriculture within 
five years (an ambitious target). The intent is also to achieve practical self­
sufficiency within five years in those consumer products that can use local raw 
materials. The Ministry of Trade and Industry is busily analyzing opportunities 
for import substitution. 
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104. Investment promotion is pursued primarily through v.rri ting to leading 
manufacturers whose goods enjoy strong import demand and inviting discussions. 
There was interest in the kinD. of industrial programming and promotion projects 
which Kenya and Tanzania are embarking on. It was felt that trade commissioners. 
and commercial attaches are not a powerful enough overseas investment promotion 
tool. There was interest in any feasibible scheme to provide effective overseas 
representation at reasonable cost. The concept of an "Africa House" in industrial-· 
ized centres was discussed as one way (though possibly impractical) of pooling' 
resources to serve a number of countries economically. 

105. Prospects for joining the East African Common Market are uncertain and 
no action is expected soon. An excellent analysis prepared by a profe~sor at 
the University of Zambia effectively presents pros and cons. Since Zambia's .... 
income is already higher than those of Uganda and Tanzania it appears that Zambia 
would be' expected to exercise a degree of "self--denial" on behalf of tho!;:le two , 
countries~ The question of currency devaluation also arises because of the high 
internal ~Price levels. Another complicating factor is Zambia's strong and long-. 
standing drive for its own iron and steel industry and auto production. (Fiat 
has purchased land near Victoria Falls.) 

106. Zambia is taking some moves leading toward trade and economic co-operation. 
Besides the joint projects with Tanzania, there is the road project to Botswana . 
(u.s.: financing), increasing trade activity with Swaziland (including some 
agricultural products, such as potatoes and citrus, formerly purchased 'from 
South Africa) and an increasing flow of trade with Congo Kinshasa (partly 
motivated by Congo's desire to reduce trade with South Africa). Zambia will 
probably be selling sugar, radios, and blankets to Congo by the end of this ye'ar. 

10,7 • The drive for industrialization is assisted by aveilabili ty of large. bydro­
electri.c power potential. The Kafue project (Yugoslavian assistance) and Kariba 
North will put Zambia in a position to increas0 power exports to the Congo, at 

. least for a time. 

MALAWI 

108. Malawi is very rich agriculturally but there are no known mineral resources 
exc·e!Jt a marginal bauxite deposit. Industrial development has been relatively 
slow and the machinery for promotion is not highly developed. 

109. The Government has encouraged trade and investment relationships with 
Rhodesia,. South Africa and Mozambique "out of necessity". In fact, development 
of a new hational capital at Lilcngwe is being financed by South Africa. The · 
degree of Africanization among key government posts appears relatively low. 
This is said to result from a government policy of refusing to appoint .Malawians 
to the executive positions until there are "fully qualified candidates". There 
i:;; an incentive to r'evelop additional sources of government revenue to compensate 
for phcising out of British budget subsidies -going from ;r,3.4 million (of 
total ~14 million budget) in 1970 to nothing in 1975. 
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110. Since breakup of the Federation of Rhodesia and Nyasaland in 1965 Malavri 
has concentrated on import substitution--she even has a rudimentary radio 
plant. But now there is a need for export oriented investment. Agro-industrial 
projects are the natural channel. Pulp or plywood, fish products, pineapple 
canning are current prospects. Malawi has not had an industrial survey of the 
~e being performed by UNIDO teams. There was interest in such a project in 
the ministry, which does not itself have a technical staff. 

111. The Malawi Develonment Corporation may participate in a project in the 
amount of 10 to 40 per cent but such participation is not mandatory. The 
government policy is private enterprise. MDC has formed a Development Finance 
Company to emphasize 116ssential" areas where private investors mey not be 
interested. MDC projects are limited more by availability of staff and ~.;ell­

defined projects than by availability of money. 

112. One current private project is the production of tea chests which were 
formerly imported. Material for the chests is made by "peeling" eucalyptus 
logs from a plantation. The saving in f~reign exchange is considerable, since 
about 300,000 chests a year (110 lbs. capacity each) are used. 

113. There is, as in Zambia, no immediate pr_,spect for Malawi to participate 
in a multinational investment centre. Officials were interested in the strategy 
~f increasing investment flow through the parallel path of directly contacting 
investors at an early stage in project life. 

114. Although the :Malawi Government pursues a private investment policy it }:las 
recently moved into commercial banking and petroleum marketing with Portuguese 
financial backing. This, together with administrative decisions strongly 
favouring rapid expansion of these new gfvernment-backed enterprises indicates 
a possible shift in the future balance between private and public investment. 

BOTSWANA 

115. Before independence in 1966 the main industry in Botswana was the Botswana 
Cold Storage Board (meat packing plant). ~ September 1970 plans were readY 
to expand an industrial area at Gaborone and to establish another at Francistown. 

118. Industrial development in Botswana has favourable prospects because of 
mineral developmenj7 scheduled to begin large scale operations during the next 
two to four years. A current example of development arising indirectly from 
the mineral prospects is a ~125,000 tire retreading plant which will cater to 
the heavy equipment operators. 

2/ One of these, a diamond project, is very impressive. Two descriptions, 
which must be regarded as hearsay, hint at the possibilities for changing 
Botswana's economy. One says that the kimberlite pipe in which the diamonds 
(mostly industrial) are deposited is a mile in diameter. "In fifty years 
we 1o1ill have worked our way down only twenty feet." A second report estimates 
that annual production within five year-may exceed ~. 250 million. 
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117 •. A Bots1vana Development Corporation (BDC) was formed early in 1970 to 
accelerate industrial development. Capital funds are being funnelled to the 
Corpora tior1 through an overric e on sugar imports from Rhodesia. ThiG amounts· 
to about $7001000 per year. lr~ith initial capital of a similar amount, BDC 
estimates that it can participate· in ab9ut ~14 million 11'/0rth of pro.jects over 
the next four years ·· at the rate of about six projects per year. This is 
thought to be roughly the number of opportunities that the staff of four or 
five will be able to handle to the full depth of analysis desired. 

118. BDC has been granted considerable independence and several of its 
policies have been questioned by·some government officials: r 

No project less than R20,000 ($28,000 US) will be considered. 
The governmen-t;o·~--t--BD€7· shouldfca,'ry ·the burden of develop-ing, 
Botswanan entrepreneurs ~d managers. 

Routine discussion of objectives, plans, and priori ties vd th 
government development and·plaWJ.il)ES officers is not anticipate~. 
BDC will receive·,government policy direction through its board . 
of directors. 

BDC will "not be involved in management." To this end equity 
ownership will never exceed 49 per.cent and will average about 
25 rer cent. In other words, '.'there will be no subsidiaries, 
only associated companies." 

ll). The Ministry of Industry, Trade, and Water Affairs is severely undermanned, 
although there is general agreement that .the present skeletal staff is of 
extremely hi_;h caliber. An attempt is being made to e·,tablish and staff an 
"economic unit" with a commerce expert.,and an industry expert. PrGsumably tbe. 
latter indiYid.ual will conduct this Ministry's day-to-day relationships t.vi th 
BTIC. A few expatriate staff positions are filled through aid and/or co-operation 
of the Overseas Development Institute and the British Board of Trade. ·'Ford 
Foundation will likely sponsor the head of the new economics unit. 

l;2r . ·rhe Ministry attaches a high priority to the development of truly indigenous 
indust:ries,. The cl.esire is to produce local managers and entrepreneurs as cadres 
for future self-generating growth. 

LESOTHC§} 

121" The need for industrial development in Lesotho may be surmised from the 
following items: 

The value of imports is more tnan,four times that of exports 
and the value of imports equals about one-half the GNP. 

--·,···------------
§} Based on a September 1970 visit. 
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Approximately one--half of th8 a-ole-bodied male labour force 
resides outside the co1~ntry and i-JOrks in South African gold 
mines and collieries. The turnover o: this nexpo:de1

11 
work 

force is 100 per cent per yearo 

The grazing la01d (stock raisir,g is the p-redominant economic 
activity) is carrying twice is ?0onomical capacity. 

A government owned development finance corpora-non for small­
scale industries (BAPED) is now essentially defunct. 

Out of one million peop:e there are p~obably less than 1000 
employed in manufacturing industryo 

122. Following the "state of emergency" British aid was suspended; coneequ.ently 
there is no ~~ay to be sure what resources may be devoted to government programmes 
for industrial development. The Department of Planni~€ and Development and the 
Department of Commerce and Industry hope to complete a five year industrial 
development plan by the end of this year. Reports by recent UNIDO and ILO 
missions provide considerable planning material. UNIDO is presently recrui ti.ng 
several experts, at the government's reques-!:1 for follow-up in small-scale 
industry sectors. These experts vlill be under the direction of the Commissioner 
of Commerce and Industry (Ministry of Finance1 Commerce and Industry, which also 
includes the Department of Planning and Development). 

123. The Lesotho National Development Corroration (LNDC) has been in operation 
for two or three years. The impact to 1Rte has heen significant. (There are 
a carpet weavi~~ company, a candle making plant, a pottery, a tire-retreading 
operation, and a hotel/ casino.) It ;,ppea.reLl now -i:;hat ' NDC has caught on and. 
will have a number of nevJ projects moving soon, iaclud.ing a shopping centre, a 
second industrial centre and. a housing project for e::patriate management personnel. 

124. LNDC has written and secured. a.dopt:i_on cf a irer:r liberal pioneer industries 
law and a protection law. Theses coupl~d with supplies of v.rater and labour 
and access to the South African market -~hrough the customs union, provide 
strong incentives to outside investors. South Af:>.:>ican firms are most likely 
to find Lesotho attractive as a location for e::pansion plants, since a "made 
in L~sotho" label will improve e:xportabili-ty beyond South Africa" 

125. Apart from small-scale industry, investment promotion is completely in 
the hands of L:t-I:DC. LNDC maintains v:trtual independence from government 
oversight except through its board of directors which is chaired b,y the Prime 
Minister. 

126. There is concern in some quarters over what is said to be an increasing 
South African influence in Lesotho's technical and economic affairso Key posts 
in the Ministry of Agriculture and ~n tDe central administrative apparatus as 
well as in LNDC are now held by South African technical assistance personnel. 
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SWAZILAND 

127. Swaziland is the most developed, though the least populated (under 1/2 
million), of the three independent Southern states. The rec~rrent budget has 
achieved balanced status (1970). Since independence in 1968 the hoped-for 
wave of new investment has not taken place. (The only significant new industrial 
project is a German-controlled brewer,y). Policy makers wish to reduce the 
presently heavy dependence on South African capital and managers b,y encouraging 
flows of investment from farther afield. To this end a "Swaziland National 
Development Finance Corporation" (not a firm title) is in final stages of · 
formation. 

128. For the first year or two SNDFC expects to pursue "targets of opportunity" 
from a wide ranging list of potential ventures compiled as a result of 
extensive contacts over the past few years. Many industrial countries ~:re 
represerited on the list of potential investors. ''Modest" incentives for ·new' 
investment are being consjdered. (They will not approach the level adopted by 
Lesotho~) 

129. Bilateral trade agreements ha•re been negotiated with Zambia, Keny(:!.~ Uganda, 
Tanzania,· and Malawi. S-,raziland is ver,y much interested in negotiating a form· 
of associat~ membership in the East African Common Market~ She would lik~ 
special trading concessions because of her geographical location. 

130. The SNDFC director will be on the UN roles. It is hoped that some 
additional staff will be obtained through UNIDO. Capital is being sought from 
among a number of aid sources. Unfortuna-.:;ely both the British ODM and USAID · 
have indicated that their aid 1..;rill continue to focus on agriculture and education. 

131. The government now defines the economic problem succinctly as finding jobs 
for 4000 new members of the labour force each year. Although Swazila~d is 
agriculturally rich and major agricultural expansion schemes are coming into 
being, these generally represent productivity gains (e.g. via irrigation) , 
rather than expansion in the size of the agricultural work force. Industr,y is 
thus relied-on to provide a large share of the needed jobs. 

132. A UNIDO eX:pert has been assigned to define a compreher.sive industrial 
development .programme. His initial "scoping" of the situation-not yet fully 
draf~ed--is impressive for its simplicity ~nd clarity of concept, harmony 
-,lith the existing agricultural basis of the economy, and evolutionary pattern 
of interlocking developments. · ' 

133 .. The. scheme is conceived as a five year development programme. Its target 
is to create jobs on the order of the number estimated to be needed. It is 
ambitious in capital and manpower requirements. It requires a high degree of 
integrat·ion among some elements of the programme. Although most of the invest­
ment will be private, some key underlying portions are agricultural and will 
require concessional loans, grants, ur subsidies. Large numbers of expatriate 
experts will be required, The whole programme Nill probably exceed $50 million 
including roughly 15 per cent infrastructure investment. The implementation 
proposal will probably involve a central programme staff and sub-projects 
assigned to e~ch important ministryc 
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134. A very dynamic small-scale ind1;.dry project headed b;y a f;enior ILO 
officer has been in existence only six months but has made rapid progress. 
Through two specialized corporations and an office attached to the Ministry 
the project is converting a modest stake of :noo,ooo into a string of specialized 
small-scale industrial estates in several parts of the country~ A key to the 
project is the provision for technical extension and business advisory services 
as well as common buying and marketing facilities. ThiR project has reached a 
stage where success is stretching the staff very thin. 
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CASES ILLUSTRATING APPLICATION OF THE GUIDELINES 

This volume contains eight sets of case material reflecting operational 
measures adopted b,y, or proposed for adoption by, African Governm17ts and 
organizations in response to specific investment promotion needs. Some 
concern the establishment of new institutions; some deal with strengthening 
or coordinating existing ones. The first fivg;cases are primarily national 
in scope, while the others are multinational. 

As indicated in the Introduction to Volume I these cases have been 
selected for their potential usefulness to industrialization officials. It 
is felt that they reflect a representative selection current developments in 
the application of previously tested methods to satisfy African needs in the 
African context. Direct and uncritical adoption of the practices and 
techniques described is not recommended. But field experience suggests that 
judicious combination of some of the operational elements presented in these 
cases may come close to defining worthwhile programmes for use elsewhere. 

1/ Although not detailed in this report there are also a number of Africa-wide 
initiatives sponsored jointly or separately by ECA, UNIDO, and ADB, among 
others. One in this category is the expansion of the nucleus African 
Investment Centre now operating at ECA, proposed to be jointly backed b,y 
ECA and UNIDO. 

gj Most of the case materials have been slightly edited for publication in 
this report. In a number of the cases, to facilitate their use as illustra­
tions of the operational guidelines, fictional names have been arbitrarily 
assigned to countries and organizations. 
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A NATIONAL IlJVESTMl:"!NT PROMOTION CENThE 

Preliminary Project Proposal 
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A NATIONAL INVESTJiaENT PROMOTION CENTRE 

1.0 INTRODUCTION 
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The Secretariat of the Economic Commission for Africa (ECA) proposes 
th~1establishment of a National Investment Promotion Centre (NIPC) in Country 
R.~ It is felt that such a centre could accelerate investment results, and 
that its establishment would be a timely ·..l.ndertaking. 

This document describes the proposed project and presents a plan for its 
initial implementation. The project emphasizes a pragmatic approach to achieve 
relatively early operation of promotion activities. It also features adherence 
to strictly limited promotion objectives to gain early success. It is intended 
that early results m~ serve to enlist support for extended operations later. 

In its present form the proposal is tentative. Ma~ important parts of 
the proposal are necessarily general at this stage. It is published for purposes 
of discussion and modification, as a means to allo1rr Country R' s government to 
judge the feasibility and attractiven.ess of the NIPC concept. 

1.1 Objectives and Priorities 

The broad objective of the Centre will be to further stimulate national 
industrial development. In particular it will seek to channel an increasing 
portion of domestic savings to industrial development and to accelerate the 
flow of foreign investment and techn .. cal assistance. lx:pected results are: 

l) 

2) 

3) 

4) 

Concrete project promotion results (e.g. the attraction of 
ner.v-investment), 

Strengthening and harmonization of investment climate, 

Provision of a focal point for investment promotion activities 
within Country R, 

Provision of overseas representation on an economical basis. 

As detailed further in Section 3, top priority will be given to demonstratinp 
the effectiveness of the Centre's operating methods through attainment of one or 
more promotion "successes" at an early date. 

:J./ ECA, in co-operation vii th other agencies of the United Nations and appropriatE" 
organizations in Africa and abroad1 is implementing a Drogramme to further 
stimulate industrial development in Africa. The programme is in accordance 
with Commission resolutions 153 (VIII) (5) and 203 (IX) 3(e) and the work 
programme adopted b,y the ninth session. 
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1.2 Background of the Investment Centre Project 

This proposal is a direct follow-up to an ECA exploratory mission which 
visited Country R in 1970, and an earlier exploratory and fact-finding mission 
to Europe. During these missions, informal consultations were held with the 
Government; officials of international organizations such as UNIDO, FAO, and 
the World Bank Group; representatives of bilateral aid agencies; and public 
and private investment organizations. Discussions concerned the national 
industrial· development programme and the related machinery for investment 
promotion. Possible affiliation with the sub-regional economic cooperation 
organization was also discussed. 

A description of the overall ECA investment promotion programme and an 
earlier description of the proposed sub-regional centre were disl~ibuted to 
government officials in advance of the mission referred to abov~ 

1.2.1 Industrial and Economic Background 

The impressive growth of the national economy has featured certain 
industrial projects, which have been producing about $1/2 billion annually. 
Through its control of the industries, the Government enjoys a heavy flow of 
revenue, much of which is available for capital projects and industrial invest­
ments. An oil pipeline, a new fertilizer plant and a textile factory are among 
recent projects. An eventual oil refinery at the pipeline terminus is also 
projected. 

A multi-tiered complex of industrial companies manages state interests 
in enterprises in a broad .range of fields -even including rural development. 
The policy is that the State shall pa ... 'ticipate in all large and/or critical 
projects. 

The Government is fighting against the label and dangers of a two-commodity 
economy. One goal is to achieve near self-sufficiency in agriculture within 
five years. Self-sufficiency is also sought in those consumer products that 
can use local raw materials. The Ministry of Trade and Industry is energetically 
analyzing opportunities for import s~bstitution. 

The drive for industrialization is assisted by availability of large 
nydroelectric,power potential. The Delta 2 project (bilateral assistance) and 
North Bay will supply expanding domestic needs. They will also allow increased 
power exports to neighbouring countries at least for a time. 

1.2.2 Trade and Economic Co-operation 

Although negotiations have commenced, prospects for joining the sub-regional 
economic co-operation organization are uncertain and no action is expected soon. 
Ah analysis prepared by a professor at the National University effectively 

!!J "A Programme to Accelerate Foreign Investment and Technical Assistance for 
the Implementation of Industrial Projects", ECA, June 1970; and "Working 
Plan for Sub-regional Investment Promotion Centre, ECA1 June 1970. 
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presente pro& and cons. Since th~ per capita·income is already higher than . . . 
that of i;vw existing members, it appears that a degree of "self-denial" on 
behalf of those .tvJO countries would. be expected. The question of currency 
devaluation also 3-rises because of the internal price levels. Anothar compli­
catin& fa.ctor is the strong and long-standing drive for a. national iron and 
steel industry and for auto proudction. (Land has already been purchased for an 
assembly planto) 

The Government is taking a number of constructive moves leading toward trade 
and economic co-operation with its neighbours. Besides the joint projects with 

. l!ountry A, there is the planned road link with Country B (bilateral financing), 
i~creasing trade acti~rity with Country C (including some agricultural products, 
s"J.ch aE potatoes and citrus, formerly purchased from a more distant source) 
and an increasing flow of trade with Country D (partly motivated uy the latter's 
desi:re to reduce trade tVith certain partners). Sugar, radios, and blankets 
will be sc-ld to Country D by the end of this year. As an apparent exception 
to this expanding activity, commercial relations with Country E appear somewhat 
cool. 

lo 2. 3 Investment Promotion Machinery 

Promotion of new investment is often pursued through writing to a few of 
the ~eading manufacturers whose goods enjoy strong import demand and inviting 
discussions,. There was interest among officials of Country R in the kind of 
industr·i~l programming and promotion projects which adjoining countries are 
embarking on. Although it was agreed that the country is now not in a position 
to participate iP the sub-regional Investment Promotion Centre, it was also 
fe1t that tr:<'de commissioners and commercial attaches are not in themselves 
a sufficientiy powerful investment promotion tool. Th~re was interest in any 
scheme ECA might devise to provide effective overseas representation at reasonable 
cost. 1f!0 discussed the 0oncept of an 

11
Africa House" in industrialized centres 

a•1 one 1\3-Y (though quite possibly impractical) of pooling resources to serve a 
number o:t' countries economically. 

1.3 .Conc.L~~ and. Tentative Proposal 

1.3.1 Conclusion: NIPC Could Fill a Growing N~5<d 

The Government has m{l.de great strides towards ita development goals. But there 
are specic:.l probl.ems faced by the nation vrhich suggest the need for specialized 
outside assistance: 

l) the unfavonrabl-e economic effects of the dislocatior .. 
of traditional trade patterns, 

2) falling commodity prices coupled with the recent 
crippling industrial accident, and 

3) -t.h<J shortage of managerial and entrepreneurial manpower 
1i>Thich is a direct result of the expansion already achieved. 
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All of these problems tend to slow down the attraction of new investment/ 
on favourable terms. The NIPC could fill a growing need which is indicated by 
the following characterizatiun of the present stage of the nation's industrial­
ization: 

a) In the not too distant future, opportunities2Jor attractive 
import substitution will have been exhausted • 

b) Many of the potential new projects require a strong link 
between investment and trade for assured financial viabilityi 
i.e. they require markets considerably larger than the national 
market along, and often depend upon exports even beyond Africa. 

c) 

d) 

e) 

f) 

g) 

There is increasing pg~ssure to provide industrial jobs to 
absorb school leaver~ 

The industrial development corporation was formed before all of 
the present conditions existed. For example, it was of course 
not designed primarily to concentrate on multinational projects. 
To fulfil the full range of (national and multinational) invest­
ment promotion functions in addition to its other assignments 
(especially in managing existing affiliated enterprises) it 
would need more funds and additional skilled people. 

It seems likely that only a fraction of needed staff now exists 
in the ministry and the development corporation to fully support 
national development goals. 

Considerable strengthening of overseas representation available 
for investment promotion would be extremely helpful. 

A wLve of neV<r technical and promotion-oriented institutions is 
being formed in neighbouring countries to tackle the next phase 
of industrial development. 

On the 1)asis of this evaluation it is felt that creation of an NIPC is a 
timely undertaking. It appears attractive from the point of view of complementing 
and extending existing high-priority national programmes. It also seems timely 
from consideration of the possibilities for enlisting financial and technical aid. 

1.3.2 Summary Proposal: A National Investment Promotion Centre 

It is proposed that consideration. be given to .the creation of a specialized 
promotioh organization to "market" projects deemed to be in the nation's -economic 
interest. It is believed that international and/or bilateral sources can be 

2/ After two decades of aggressive development of import substitution industries 
in Latin America, a number of countries find themselves with extremely un­
economical production units, depending for their existence on heavy protection 
but in some cases even producing a net drain of foreign exchange. 

2/ This m~y be less a problem in Country R than in some of the neighbouring 
states. 
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enlisted to supply technical and _f;i.nanciaL aid in support of such a project on 
the Government's behalf. The benefits to be expected would be: (1) consideration 
of·a broader selection of potential investment partners for a given project, 
(2) possibility of increasing the number of projects being developed at a given 
time by shifting more of the analytical burden to the prospective partners, 
(3) use or adaptation of promotion techniques proven through use by other 
developing countries. Subject to the results of further study, prospects appear 
favourable for realizing an increase in the flow of new projects and the 
maintenance of high project quality, both from the point of view of technology 
and with respect to financial and other terms. 

14.hen and if formal affiliation with the sub-regional economic cooperation 
organization becomes a reality, there will be an opportunity to consider 
participation in joint sub-regional investment promotion activities. But for 
now there seems adequate justification for developing a high-powered promotion 
centre to serve Country R's national needs. 

2.0 SUMMARY OF THE INVESTMENT PROMOTION APPROACH 

The opportunity being addressed by the NIPC is vast. The total East and 
Central African market will comprise nearly 100,000,000 people by 1980. With 
this combined potential African market as a base, and with suitable policies to 
encourage exports abroad, the possibilities for accelerated industrial development 
are exciting. 

Resources required to exploit the opportunity fully must be proportionately 
large. It is natural to suppose that only a ver,y large and skilful force of 
experts can make a noticeable impact. Certainly, the full range of tasks (see 
Section 3.1) needed to manage an accelerating flow of investment under coneitions 
of increasing complexity and sophistication does require a considerable force. 
But it is not necessary to begin on the first day with a staff of hundreds. and 
with a worldwide network of investment and trade promotion offices. Indeed, if 
resources were at hand to support such an approach, the result would probably 
be chaos. Machinery for absorbing the output of such an organization has not 
been fully developed. (This is true especially when we are dealing with the 
question of markets larger than a single countr,y.) 

For this reason the method of attacking the opportunity has been conceived 
as a multi-phased programme. Of immediate concern is the short range approach by 
which it is proposed to get the Centre into operation. It is considered essential 
to establish cr~dibility for NIPC by obtaining tangible investment results quickly. 
Only such results can demonstrate that the overall scheme is workable. In this 
way it is planned to justify increased support later for extended operations. 
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2.1. Pragmatic Approach to Short-term Results 

The short range approach is based on the premise that an increase in the 
intensity of the "promotion" function per se can lead to a worthwhile increase 
in the rate of industrial development. The approach is dual, in that it is 
related both to projects designed to serve the growing national market and to 
projects which require special reciprocal arrangements with other governments 
to assure access to larger markets. The possibility of exports to world markets 
is contemplated for both of ~hese groups. 

For projects which require markets larger than the national market alone 
in order to be economically attractive, it is proposed to embark on the 
promotion of project "packages" containing features simultaneously attractive 
to two or !JlOre Governments whose countries will comprise the market area for 
that particular package. A package may be relatively small, especially in the 
beginning. The initial objective is to reinforce the principle of joint action 
through actual project examples. The machinery, once lubricated qy such use, 
would be capable of dealing with more ambitious enterprises. 

NIPC's approach (or strategy) for the first year or more is as follows: 

Adopt minimum criteria for activity scope and staff to 
focus only on essentials anC. to keep financial require­
ments realistic; 

Get into operation quickly to fill a need for promotion 
now being only partially filled; 

Identify specific "easy" projects as initial promotion 
targets; identification of suitable projects is a pre­
requisite to acceptance of -t!1e progra;1li!le 's practicability 
(more ambitious projects Ehould follow); 

Establish direct contacts vri th prospective investors to 
enlist their interest in projects and often to tap their 
resources for the detailed definition of projects; 

Adopt the "package" approach in selected cases as a means 
of tapping markets larger than the national market alone 
can supply; 

Demonstrate concrete results as swiftly as possible to 
justify initial confid2nce and earn continued and expanding 
support; 

Attempt to enlist mul tilatcral or. bilateral sources of both 
technical and financial assistance for the formative stages 
of the Centre; 

Plan gradually for longer range operations; expand services 
only as results justify an" availability of resources permits. 
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Discussion of longer range investment promotion approaches must be 
speculative until the Centre gains some operating experience under local 
conditions. The Centre's long range usefulness depends heavily upon the forging 
of constructive and productive relationships among NIPC, its "client" institut­
ions, and others whose support and co-operation are needed. But in ger..eral, 
assuming modest initial success, the overall long range approach calls for: 

1) First Priority-Increasing the depth of the initial 
services, so that the economic impact of the Centre 
can approach that needed to support national development 
goals. This is probably a three to five year target. 

2) Second Priority-Adding to the initial scope of services 
to enhance the Centre's effectiveness in (1). 

In recognition of any expansion of function as suggested in (2)1 above, it 
might at some future time be appropria.te to consider a change of name for the 
Centre. For example, the Centre might evolve to such an extent that it could 
reasonably be called an "Investment and Export Promotion Centre." Such a name 
would give increased recognition to the critical importance of external trade 
to the project's ultimate success. It would also imply willingness to service 
existing industries in expansion of exports as well as to seek nevr projects 
with a high export orientation. (Adoption of a name incorporating the word 
"export" would automatically open doors to additional sources of bilateral and 
multilateral aid.) 

3.0 PLAN OF OPERATIONS 

The purpose of this section is to describe the tentative plan for implementing 
the NIPC. It presents as much d~tail as possible at this stage. This section is 
intended to serve ultimately as a "handbook" for beginning operation of the 
Centre. In the meantime it provides the discipline of being required to "write 
down" the preliminary results of practical decisions which must precede actual 
operation, Thus it may now be used as a baseline for discussion of possible 
improvements and as a vehicle for inviting the support of interested Government 
and private officials. Ultimately it may serve as a communication tool for 
enlisting technical and financial aid. 

Details of the plan support the policy and approach defined in Section 2. 
For convenient reference, this section is arranged to provide information on 
the following major topics: 

Functions 
Affiliation 
Organization and Staffing 
Relationships and Decision Processes 
Initial Operation --lmplementation Schedule 
Overseas Represeni:.atton 
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3.1 Functions of the NIPC 

A representative, though not necessarily complete, listing of the range 
of functions which might ultimately (in the long range future) be performed qy 
NIPC is the following: 

l) Collect and disseminate information (data on domestic 
and export markets, sources of financing, costs, 
regulations, incentives, resources); 

2) Identify and define projects1f (diversification and 
expansion of industry and trade, both national and 
multinational) 

3) Evaluate projects; prepare appropriate promotional 
literature; 

4) Locate prospective investors/partners (local and 
abroad) for desired projects and industry segments; 
establish direct contact; 

5) Assist prospective investors (answers, appointments, 
analytical and consulting services); 

6) Represent prospective investors (to assist in comple­
tion of Government formalities); 

7) Assist with integration of Ministries, Agencies and/or 
Governments concerned, to further investment promotion 
results; 

8) Represent the Government in initial negotiations with 
prospective investors; negotiate project plans and 
investment agreements consistent with Government policies 
and national interesti 

9) Administer investment and trade incentives within 
policies established by the Government; 

10) Interpret and make recommendations concerning the content 
of the industrial development plan (including export 
targets); 

11) Define and advocate changes in or additions to existing 
policies and legislation to improve investment climate 
(e.g. investment and export incentives); 

12) Co-operate with other public and private investment and 
trade promotion agenciesi 

13) Provide economical overseas representation. 

]/ It is not contemplated at this time that the NIPC would prepare detailed 
feasibility studies of projects. It is understood (see Section 4) that 
other agencies may be relied upon for that function. 

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales



E/CN.l4/INR/200 
Page 13 

In the beginning of NIPC's life the staff will be too limited to undertake 
more than a few of the above. Furthermore, the Centre's role will be severely 
limited by policy, especially until it demonstrates operational results. As 
indicated in Section 2 the first effort TrJill be to implement one or more projects 
or project paokages. Operation of the Centre vdll b8 tightly focussed on this 
very limited but crucial initial objective. 

In terms of the list of functions above, efforts of NIPC will in the 
beginning be much less systematic and comprehensive than one would prefer, given 
more time and. unlimited resources. The emphasis will be on promotion ;eer se, 
rather than on the completion of detailed feasibility studies. The work will 
revolve around creation of promotional materials (based primarily upon existing 
technical material8~nd subsequent contacting of and negotiating with prospective 
investors locally -a::1d abroad. For the present and the immediate future the 
other functions must be ignored excepting where specific limited tasks are 
required to enable a specific limited tasks are required to enable a specific 
project promotion to sucaeed. 

As indicated in Section 2.2, "Longer Range Considerations," once continued 
existence of the Centre has been shown to be valuable, the range of services may 
be gradually expanded. 

3.2 Affiliation 

NIPC is conceived as a service to both the public·and private agencies 
concerned with acceleration of industrial development, including both public 
and private investors. Consequently there are a number of alternatives regarding 
the organizational placement of such a Centre~ It could quite logically be made 
a part of the Ainistry of Commerce and Industry, since t~.at body has an overall 
responsibilit,y for industrialization policy and planning. It could also be 
argued that the development corporation would be the most effective sponsor, 
since prospective investor:: might prefer to deal vli th industrial executives rather 
than with Government officials. A third. point of view would hold that NIPC 
should be an independent entity given policy guidance by a Board of Directors 
representing public and private interests., 

ECA at this time makes no specific recommendation concerning the Centre's 
affiliation. The question tl.eserves appropriate discussion by the Government and 
other interested agencies. 

3.3 Organization and Staffi~~ 

Since it is not kno1rm what the organizational affiliation of NIPC will be, 
it is not yet possible to make firm proposals concerning facilities for the 
Centre. But the organizational needs and staffing rec:-uirements are believed to 
be substantially independe::.1t of thiG question. 

§} Strong efforts TrJill be made to identify and interest local businessmen who 
n~ay be in a position to participate .; n :r:J.:?1-J or expansion projects. 
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).3.1 Staff Requirements 

The initial target for professional staffing will be five, including the 
Director. Detailed qualifications of the individuals will depend on the mix of 
available candidates. It is highly desirable to have all of the following skills 
available: industrial economics, corporate planning, export marketing, corporate 
and tax laws, investment finance, industrial consulting, and Government operations. 
All or almost all of the staff members must be fitted by both temperament and _expel'-­

ience for devising and negotiating provisions of project agreements. Thqy must be 
equipped to deal competently with high level Gcvern11ent, financial, and indust.rial 
o~fipials. 

Since the number of skills listed above exceeds the number of professional 
staff members likely to be initially available to the Centre, compromises l-till 
have to be made. For example, legal experts of the Government may be available for 
consultation, and so obviate the immediate need for a trained attorney on NIPC'a 
staff. In other il::stances as individual may combine several skills. An industrial 
economist may have broad management consulting experience, as might an export 
marketing specialist. In the case of the investment finance speciality, existing 
financial institutions might be relied upon for consulting service in place of 
hiring a full time expert at the outset. 

3.3.2 Qualifications of the Director 

The NIPC Director should certainly be strong in a number of complementary 
skills. He must be the dynamic force behind the entire promotion process. He must 
be capable of leading and often of "doing'' the following: identifying sui table 
project candidates; packaging them (both to establish their desirability to possible 
joint sponsors and to make them saleab~e to prospective African and overseas inves­
tors; and "nursing" urojects through detailed design, complex negotiations, and 
possibly on into implementation. 

The.Director mqy be qualified by having held a similar position elsewhere. 
Alternatively·he may have been a senior project officer in a Development Corporation. 
The man chosen may conceivably come from a consulting firm or an extensive industrial 
background. Some essential characteristics are proven ability to work under. conditions 
of high uncertainty and "risk", to demonstrate to industrial officials that their 
interests are served by a particular project, and to establish the kind of relation­
ships with.Governrnent policy-making officials that will lead to fruitful negotiations. 

3.3.3 National Investment Promotion Council 

In addition to the direct staff of the Centre, there is need for a formal·· 
advisor.y council. The Council would provide a systematic communication channel and 
a forum for mutual discussion by the participants on matters affecting the Centre. 
The Council will advise the Centre concerning plans and priorities of the participating 
organizations. It will also consider measures which might be taken by the government 
and others to facilitate the attraction of new domestic and overseas investment. The 
Council members, subject to the views of the Government, might be the Director of the 
Centre, representatives of the development corporation, the Permanent Secretary of the 
Ministry of Commerce and Industry. There might also be one or more observers from · 
technical and financial assistance organizations. 
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By its nature as a "catalytic" promotion agency the Centre can function 
successfully only if its constituency supports its efforts. It is therefore 
ess~ntiai that the Centre personnel, and especially the Director, have extremely 
close ~vorking relationships with national economic policy makers and with those 
of each co-operating country (in the case of multinational projects). The 
relationships must be based upon mutual confidence, since the projects being 
promoted and negotiated will be key to each country 

1 
s industrial and export 

devel.opment. 

3.4.1 Domestic Horking Relationships 

1JIPC must maintain close vvorking relationships with the other national 
organizations working for industrial development. These would include, among 
others~ ·che Ministry of Commerce and Industry, the Ministry of State Participation, 
the Chamber of Commerce and Industry, and The Development Corporation. 

3.4. 2 ~'~forking Relationships with Other African :Bodies 

In so far as NIPC works to promote projects which require participation 
of more than one country, its staff must maintain close working relationships 
with the L1dividual countries 

1 
investment promotion agencies. Such contact will 

serve two purposes: both to co-ordinate overall programmes and to work together 
on individual projects during certain phases of the promotion process. Successful 
operation will be dependent upon active co-operation of national agencies to 
help potential investors in the necessary dealings with each government. In the 
initial pha~es of projects, toof these other organiza·' :_ons can be very important. 
In somG instances they will propose projects for markets larger than their own 
individual country. In such a case it is expected that NIPC will attempt to 
stimulate the combination of various proposals from several countries into one 
or more 

11
packagesn which invididually meet prima facie tests of acceptability 

to all of the Governments. In other cases NIPC may structure such a "package." 
Nation~l centres would then, unless the Governments elected a different procedure, 
have an opportunity to comment on the package as to its fairness and its 
conformity to national policies and priorities. 

Relationships with the national development corporations will be based upon 
the particular financing role assigned to the corporation in each countryo As 
soon as it is detected for a particular project that the development corporation 
is likely to become involved in a decision concerning financial participation, 
the corporation will be included. in the discussions. 

It is also expected that NIPC will develop effective relationships with 
potential sources of investment finance such as the International Finance 
Corporation, the African Development :Bank, and the Sub-regional Development :Bank, 
among others. 
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3.4.3 Co-operation with Other Agencies 

It is well established that trade expansion (intra-African and external) 
is a major underpinning of the industrial development which NIPC seeks to 
promote. Every possible way will be sought to involve national trade promotion 
organizations in NIPC's work. In addition it is expected that ECA's Africa 
Trade Centre and the GATT/UNCTAD International Trade Centre will have programmes 
which can eventually be tapped for direct assistance to NIPC. 

A number of projects sponsored by UNIDO, ILO, F£A, the World Bank Group 
and others are related to portions of the investment promotion programme 
described here. Through collaboration with the involved officials, efforts will 
be made to increase the overall effectiveness of the joint operations. 

3.4.4 Authority for Selection of Promotion Targets 

Decisions concerning what projects and packages shall be promoted must be 
made by the NIPC Director. This authority, however, is far from unilateral. In 
the first place, Government officials may veto implementation of any project by 
refusing to issue the necessary authorizations. Similarly the development 
corporation will often have a· similar capability by simply declining to participate 
in the financing. In the case of projects or packages involving more than one 
countr,y, any one of the Governments or statutory financing bodies can block a 
proposalc Bo the Director must make his decisions with care, keeping communications 
channels clear7 to be reasonably certain that a project is not "dead" before the 
first prospective investor is contacted. 

The Director's decisions will be guided by his evaluation of candidate 
projects' "salability" and their conformance TrJi th desires, plans, and priori ties 
of the Govern~ent (or Governments). ' 

It is not proposed that a formal procedure be instituted by which a tentative 
project would be submitted to detailed scrutiny and approval by each governmental 
and related agency before promotion begins. Indeed, it is believed that the 
shape of a project or package is likely to change materially after its elements 
are first promoted in outline form to potential partners. Only when initial 
mutual assent in principle has been arrived at, will the project be a worthwhile 
subject for detailed evaluation. ~or this reason it would usually be a waste of 
time and energy to go through formal approval channels at the initial stage. 
But it is important that the interested agencies and officials be kept informed 
of actions taken and be made knot-dedgeable concerning the content of proposals. 
For this purpose there will need to be an officially designated high level 
"contact" officer between each such agency and NIPC. Commer.ts and advisory 
opinions issued at any time will be considered by the Centre in its promotion work. 

The Director must also have authority, subject to the constraints outlined 
above, to invite prospective investors to make field investigations of 
opportunities being promoted. It is expected that interested agencies will co­
operate with NIPC and with the prospective investors in making such visits 
productive. 
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3.5 Initial Operation-Implementation 
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This plan has been designed with the intent that it be relatively easy to 
put the Centre into initial operation. Nevertheless there are several steps 
to be taken before a date can be set. The first requirement is that the 
Government determine that it in fact wants to see the establishment of such a 
Centre. Once this milestone is passed, it will make sense to push for the 
earliest possible start of operations. 

It is the intent for now to ensure that the affected officials have an 
opportunity to participate in the adoption of objectives for the Centre, and an 
opportunit,y to assure themselves that the national interest will be advanced b,y 
its existence. 

3.6 Overseas Representation 

The subject of overseas representation raises a dilemma. On the one hand, 
how can we present our investment promotion case forcefully, and show a prospective 
overseas investor that we are serious, without calling on him in person? (We 
are competing with other developing countries which have overseas offices.) On 
the other hand, can we afford to "gamble" a hundred to two hundred thousand 
dollars a year for overseas offices on a fledging programme? 

3.6.1 Alternatives -Early Decision Not Required 
. 
There are several possible answers. One is that the cost is only two or 

three per cent of the investment volume which must be targeted each year. This 
is a modest "finder's fee" if the off-'_ces are successfu}. Another approach is 
to find at least a temporar,y substitute for overseas offices -something that can 
serve to get the programme started at a lower cost. Here there are also multiple 
possibilities. One is to rely on "missions" sent to deal with several possible 
opportunities in one country or area during a concentrated time span. Another 
is to offer to p~ a prospective investor's expenses to investigate the opportunity 
in the field. A third is to rely on commercial attaches attached to foreign 
diplomatic posts. Each of these "answers" has rather obvious drawbacks; but 
each may play a constructive role in the programme, especially at first. 

Y6t another interim approach is to employ an overseas agent to help find 
technical and financial partners and to assist in negotiations. Certain banks 
and investment houses have formed subsidiaries to function in such a fashion. 
They will usually participate directly or indirectly in the financing and may 
receive a share of equity in consideration of their services. 

And there are still other approaches. In Country R, for example, there has 
been some success in import substitution by writing letters to manufacturers of 
the most popular imported brands. It should also be possible to appoint management 
consultants in industrialized countries to act as overseas representatives. In 
any case, there is no need to make any immediate decisions regarding establishment 
of overseas offices. A reasonable estimate might be that for the first eighteen 
months, the Centre can operate effectively without special overseas offices. 
This allows adequate time to explore the alternate approaches to setting up 
overseas centres and the possibilities for technical and financial assistance in 
supporting them. 
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3.6.2 Experience of Other DevelOping Countries . 

Experiences of developing countries in other regions re~rding overseas 
~epresentation may be instructive, although it does.not appear that any of the 
better knom1 extra-African approaches could be transplanted to Countr,y R without 
extensive modification. Each of the following cases does illustrate certain 
elements which we may adapt to our use. 

The Indian Govern~ent has a number of cffices in Europe and the United 
States. The office in London is staffed by one man. His office is in the 
Indian High Commission building (India House) but he is attached organizationally 
to the Indian Investment Centre in New Delhi. (The parent organization has been 
in existence for about a decade and has a staff of more than one hundred.) This 
representative's modus operandi is to locate British corporations which are at 
the point of becoming interested in beginning overseas operations. His job then 
is to explain the Indian Government's policies and procedures for.licensi:ng·' 
industrial establishments and to help the potential investor obtain information 
he needs to make a decision. (It is assumed, in the case of Britain, that all of 
,the leading British firms are already "international" and that these firms are 
already represented in India.) 

The Indian Investment Centre approach in the Federal Republic of Germany is 
somewhat different. The offices are located in Dusseldorf. They are more 
pretentious, and there is a staff of two senior Indian professionals. They do 
business in English, but the Director, who is new, is _studying German. ~he 

Centre's role seems to be much broader1ye~ more limited in its objective, than 
that of the London office. Concerning investment, the policy is that the Centre 
functions primarily as an information agency. It is stated that the Indian 
Government 1 s investment policies per Je determine whethc·r there will be additional 
investm'ent by German businessmen. There is no thought .that "selling" plays a 
sigpificant role. (This statement seems to conflict with the fact that the 
Indian Investment Centre organized extensive specialized documentation of invest­
ment opportunities in India in preparation for a mission of high ranking Germans 
to .India early this year.) The Dusseldorf Centre also seems to operate as a 
trqd~ promotion centre. It appears to function in close co-operation with the 
Indian Embassy in Bonn. 

The extensive efforts mounted by the Indians seem only reasonable in view 
of the large size of the Indian economy. An example somewhat more on the ·,size 
scale of Countr,y R is the case of the Irish Republic, which has a population of 
less than four million. From the disastrous days of the "potato famine" and 
from a situation.of actual population shrink~e C9.USed by emigration, less than 
twenty years ago, the Irish have made rapid str(des in attracting new investment. 
The Industrial Development Authority credits much of its success to the effective­
ness of overseas representatives. The Authority has offices in London, Cologne 
and Paris, and three in the United States. Although they have purchased extensive 
advertising space in business and financial publications, serious consideration 
is being given to shifting much of the advertising budget into an expansion of 
the overseas representatives. (Offices now are manned by a single, high-powered 
executive and a secretar,y.) The key factor in the effectiveness of these 
representatives appears to be their direct approaches to selected investor 
candidates. To back up the field peoole there are an array of high auality 
literature and an impressive dedicated staff in Dublin. 
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Puerto Rico is often cited as another example of an agricultural subsistence 
economy that has been rap'id.ly transforming its'el'f'fnto ·a inode·rn industrial one. 
Statistics indeed are impressive and the physical evidence of industry is little 
short of overwhelming in the vicinity of 'Sa.fi Juaho (One or· two other cities have 
also grown rapidly.) But it must be acknowledged that much of the phenomenal 
dev.elopment has taken place as an indirect result of Puerto Rico's status as a 
commonwealth closely associated with the United States. Puerto Rican products 
enjoy customs free entry to the United States. Businesses established within 
Puerto Rico enjoy such tax advantages that one might say that they are effectively 
subsidized by the United States Internal Revenue Service. 

The Commonwealth of Puerto Rico Economic Development Administration has six 
offices in the United States and one in Toronto, Canada. The head of the New York 
office cays that one of their most effective promotion methods is conducting direct 
calls on top officials of selected firms in industries judged appropriate for 
Puerto Rico's resources. 

Two often-cited examples of successful investment promotion in Asia ar~ South 
Korea and Taiwan. In both cases, however, these might better be classified as 
"reconstruction" rather than initial industrialization. The rapid successes seem 
to have been made possibly by-in addition to the basically favourable past 
tradition of industry-heavy infusions of financial and technical assistance. 
Equally important, there has been a set of tigptly inter-related governmental and 
private organizations, all energetically and unreservedly supporting the policy of 
industrialization, It appears that initial impetus to the now self-sustaining 
process of attracting overseas investors was provided by expatriate technical 
assistance personnel often relying on their own personal knowledge of: and contacts 
in, industrialized countries. 

4.0 PROJECTS AND "PACKAGES" FOR PROMOTION 

A major task faced qy NIPC in achieving its goal of substantial new invest­
ment in Country R, is the definition of projects which can be accepted qy the 
Government and will at the same time be attractive to potential investors. As 
described in Section 2, "Summary of the Investment Promotion Approach", t-ve have 
selected a pragmatic method to satisfy this requirement. 

This section outlines a set of proposed criteria for project identification. 
It also describes criteria for forming "packages" aimed at multi-country markets. 
The sources from which projects will be obtained are briefly indicated. Finally, 
a number of alternative schemes are summarized vrhich may be considered for 
establishing suitable complementation arrangements, i.e., for arriving at a 
"balanced package" that will be acceptable to each of several participating 
countries. · ··· · · 
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4.1 9!:.~~~ for Project Identification and Packa,!;ing 

4.1.1 £riteria for Pro.iect Identification 

As indicated above NIPC will concern itself both with strictly national 
projects and with co-op.erative projects which are designed to supply markets 
larger than those afforded by the national market alone. Criteria to be 
considered during selection are as follows: 

High priority in the national development plan (e.g. for 
iffiport substitution or for prospects of earnings foreign 
exchange through exporting) • 

Use of indigenous rai-v materials or semi-manufactures 
(forward integration) 

Opportunity to develop indigenous raw materials (backward 
integration) 

Opportunit.y to exploit horizontal linkages 

Spec1al circumstances (e.g. availability of cheap power or 
as especially high value-added opportunity) 

High rate of market growth (local or world market) and/or 
low saturation of local demand 

Favourable cost/price relationships 

Strategically important social benefits 

4.1o2 .Formulating a Project "Package" for Mul ti-countr:v Markets 

The criteria above allow a relatively straightforward identification of 
individual national projects to be considered for promotion. But in order to 
establish a sufficient market size to make many possible projects economically 
attractive, it '~~Till be highly desirable to consider co-operative arrangements 
with other African countries. In these cases the NIPC approach suggGlsts that 
a pack~ be composed which will literally contain "something for everyone". 
In other words the basic unit of agreement with one or more co-operating States 
is not· the individual proiect but an assemblage of projects or project e27ments 
to form a total package acceptable to all of the co-operating countries. 

Thio general approach is by no means brand new, either in Africa or abroad. 
(Section 4.3 describes several alternative mechanisms for devising potentially 
attractive packages.) As described here the present approach differs from past 
efforts (&.g., those in East Africa) in three important ways: 

2L Please note that although a package may comprise several projects, a package 
can be formed from one project, where the project has identifiable elements 
wrrich can be allocaW to the several countries. Please see Section 4.3 for 
~ brief discussion. 
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Machinery is to be estJ._b._ishe(l :·ol' proposing, foll01-ring up, 
and administering the r-acl:c.:gen 

The packaging actiYi ty iH CJ.n i::1tegral part of "tne investment 
promotion (implementation) agency 

A pragmatic appl'Oach \vill b2 followeri which puts top priority 
on secuJ.~ing agreement 0:1. on8 or mo:.:e (possibly zrnall) initial 
packages as proof of feasioi2.i t;r. J.green1ent on more massive 
projects is to be: tad::lo:l oHly af-'c~:;r initial success improves··· 
confidence in the syste~, 

4.1.3 Evaluatin~ a Proposed Pec~~g~ 

Criteria for determining 'tvhether a specific package de nerves acceptance by 
all prospective partner countries are extremely difficul-t to propose as permanent 
and inviolable commitments. Indeed H is recommended that very little effort be 
devoted now to seeking ":'inal" r.riteria. Instead it is urged that a tentative 
baseline scheme be ag:coed on for use in evaluating the first few packages. It 
should be agreed in advance that acceptance of such a scheme at this stage and 
its use to secure agreemer.t b:;r the g0ve:o:-nments for implementation of one or more 
packages shall in no liay establis:c a 11ir.d:ing or moral precedent vii th respect to 
later packages. 

Selection of the tentati,, t; ·:~·st:l inP. evaluation method nevertheless requires 
some discussiono Everyonn i:-; famiJ i2~r '"i +.h the general idea of "social ·cost 
benefit analysis" (SCBA). WhEe sr:::r3A ic conceptually the tool one would like to 
use for the purpose at h:md~ :;_ -;-;s a:pnlicat·!.on is complicat8d and not yet adequately 
reduced to practice to b"" :'eC<Jin:nondeC here. A rmch Gimpler snbsti tute has been 
devised for d i.scussion and. possi'ul·' a ..... p-•.::...:a;cion iD the rurrent situation. The 
method is des0ribed j.n de t2.il in an c),t->penrii:x -(;o this dovnrnent. (See Section 6.) 

In the last analysis, a ::igorous :formrle:t for calculating benefits to each 
of the countries can p-ro1x:.bl;,~ :l:1ly l1" i.'t:'i")U to ar:>:'ive at ;), first approx:i.mation 
of the worth which each country ic ac t1lally preparsd to assign to a package in 
the course of negotiationR. Lmce th.;1 e can be cases in which the uncompromising 
application of a nur.1er:i caj_ methud ni anaiys:Ls vmuld j.,EJpede 2.greemcnt by indicating 
in the record that a pc:Lc.:<...~ ~ :L~-,t~·L~ m,:.,_ ~::-~blJ balancE>d) w:cerec:,,s the r1egotiator.s, for 
various reasons (some not r•.:!e.dil;r qu.,.mti fin.ble) are in fact inc!_ined to accept 
the package. 

Use of the described analytical ~ethod; or some 
is suggested as an optional methodo It at least may 
together packages to be offerecl +.o the goverl"""':nents i 
of the criteria on ;"hich the method is based will be 
work. 

4.1.4 Elimina;~~ng;~~--Coy~~~a.E~ 

other yet to be proposed, 
prove useful in putting 
to ·cha-t end some discussion 
a helpful guide for further 

An i tern freqr~ .ently c:i. tel <>.;.:: r. roadblock to co-operative induatrial develop­
ment decisions is :~ ~:·ong '"i:c• ' __ ~,_,," ,r· ".:.'eJ 1:c·':T;,l cove:mnts". T'e.ch government is 
unwilling to commit i te:df ne~:-e-r :~o : .e<nufc..ct:.tre a pro:luct be:)ause it is being 
allocated to another c-0untry., 'JI:Pf' nrn;Jos-:;z ·:;o riiscourc..g·e irrevocable commitments 
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of that type. Instead~ r;, pack:160 coill~.ii tment will typically be binding for 
five or seven years only. After the initial period it will be automatically 
renewed for successive two year periods unless one party gives notice of intent 
to renegotiate or t~::rminate thE: agreemE:nto 

4.2 Candidates for In~~~~~ 

Availability o: projects c:.nd packages to form the Centre's initial 
"inventory" is basic to the success or failt.;.re of NIPC. It is expected that 
this matter will be given urgent attention as soon as the formation of the NIPC 
has been agreed upon as being in "the national interest. 

Fortunately each of the principal industrial development organizations has 
already been active in ideutifying potential projects, both at the national level 
and for multi-country markets. 

lt is expected that thc:J task of accumulating information from these sources, 
and perhaps others, and of establishing a preliminary listing and description of 
projects to be included in tho initial promotion inventory will be undertaken as 
soon as the Governmen-!:: l'as accepted the ·basic NIPC machinery. At that time 
the matter be given u~gent att.entioc1~ si.nce no promotion can take place without 
suitable project material, 

4.3 Alternative Com~lementatio~~~r~gg~ts 

As already stated1 NIPC e:~poGi:s that certain projects will be economically 
more attractive if designed to serve markets greater than a single country. This 
implies that a producti_on faciL.. :~y tv:' ll be located in Country A and that the plant 
shall have duty free ;.coess to (:l.nd p3rhaps a monopoly or semi-monopoly position 
in) Countries B~ C, D~ etc. This measure aims at assuring a sufficient market 
for the plant's ou~put to secure th2 advantages of manufacturing scale economies. 
But a potential dif=ic11lty exists with respect to achieving acceptance of the 
arrangement by all co-operating go1rernments. The difficulty arises through the 
necessity that Countries B, C, D, et~. (a) agree not to manufacture the product, 
(b) allow their own balanc:;-o:f-pa;.: .nents to be affected by sales of the product in 
their countries~ and (c) g~c.-c~up ·che receipt of revenues from import duties. 

A number of msthods have been p:t'oposed, and some have been employed with at 
least limited succezs? in order -~o offset or ameliorate the undesirable effects 
which could arise from unconcrolled development. Here are son:e examples, briefly 
characterized: 

1) Decentral~i2E 

A projec-~ may -..,e cl8ceniral.ized so that certain product 
component:;; are prCJdu.ced in '"'ach country and assembly is 
carried. out u_t :'t ce:,·Gral loca tiono If raw materials are 
distributed in ::" <.::omrenie~rL •·,2.y and the product is complex 
enough to lc-Ect ~~.·~sel:f' t0 tbi.:; e,prroach, there may be only 
minor economic penali t:i.ss, (Automotive vehicle production 
is a good example,) l:1 t':li.s manner, one overall project, 
suitably divJ.d_8cl: m~w :.:'o:·rn a complet8 balanced "package" 
in itself. 
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Several projects which could be separate from the technical 
point of view may be considered as one "package" for t~e 
purpose of achieving a balance of benefits for each country. 
Thus projects to produce products as diverse as refrigerators 
and paper products might be combined for the purpose of 
analysis to conclude negotiati~n of an agreement satisfactory 
to all countries. 

3) Multinational ownership 

Multinational ownership may provide a means of reducing concern 
over the potential for exploitation of consuming countries by 
a producing country through arbitrarily and unnecessarily high 
prices. Ownership, t'lhether public, private, or mixed, could be 
allocated on a proportional basis. Distrioution of profits 
among the countries to whom the product is marketed could thus 
occur in approximately the same proportion as sales of the 
product. 

4) Industrial development corporation 

A similar effect to that achieved through method 3 could be 
obtained through formation of an industrial development 
corporation. Ownership would be multinational in a specific 
proportion calculated to share ownership and profits in pro­
portion to sales in each country. 

5) Equalization 

None of the above methods, no matter how carefully calculations 
are performed, is perfect. None assures a smooth growth of 
both exports and imports simultaneously for each country" There 
is bound to be dislocation as a result of differences ·in.· · 
schedules for project implementation. Even if implementation 
schedules are designed to take account of this factor; it is 
certain that the schedules will change. Production will not 
build up in the same pattern as originally planned. If the 
magnitude of the project(s) involved in sufficient to cause 
serious concern it may be desirable to establish an equalization 
pool. The pool would receive payments from manufacturers. The 
funds would be used to partially compensate governments <vhose 
exports were deficient for the loss of foreign exchange. 

6) Combination of one or more of the above approaches 

The purpose of this discussion of complementation is not to propose a 
single, specific answ8r to the questions involved, but to indicate the range 
of solutions that may be practical. It is not feasible or necessary to determine 
the "ultimate" arrangements in advance. Each project package proposed may be 
considered separately for the purpose of establishing equitable complementation 
arrangements. First, the prospective investors must establish at least the main 
details of their plans in a preliminary version. Then the •3conomic effects of 
the proposal may be evaluated and adjustments made if necessary. 
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5.1 The Domestic Centre 

5.0 FINANCING THE CENTRE 

The NIPC programme design reduces the level of initial budgetary and man­
power requirements to a minimum. The staff is small and there is certainly no 
need to erect a building to house the Centre. Nevertheless, it is necessary 
to have money for operating expenses -such things as salaries, travel, communic­
ations, legal and consultants' fees, supplies and rent. Funds must be secured 
from some combination of tfQJ.e sources; the Government (directly or via a device 
such as a levy on imports)10; multilateral and bilateral aid funds; and charges 
for services rendered. 

It is probable that charges for services rendered blf the Centre will never 
be a large source of revenue. This is usually not so much a means of raising 
money as it is a w~ of controlling the amount of service dispensed when resources 
are limited. 

Technical and financial aid are potentially available from a number of 
sources. ECA has established in principle the interest of at least two potential 
donor countries in considering requests for assistance for investment promotion 
machinery. It is reasonable to anticipate that bilateral and or multilateral 
technical assistance can be found to supply experts for the core of the Centre's 
operations until such time as local experts are ready to take over full 
operation. 

Perhaps it is reasonable to consider that the Government, through some 
channel, would contribute the services of counterparts, office and conference 
room space, secretarial Xlfvice, and the local costs associated ~rith the service 
of expatriate personnel. 

5.2 Overseas Representation 

As discussed in Section 3.6, it is not considered necessary or advisable 
to rush into the establishment of overseas offices. Although overseas represent­
ation is a key feature of the programme, and necessary for its intended method 
of operation, temporary measures will suffice during at least the first year or 
year and a half. So initial estimates of operating expenses can safely omit 
the cost of establishing and maintaining overseas centres in industrialized 
countries. 

12./ For example, the Botswana Deve·lopment Corporation receives the revenue 
from a special fee charged on the importation of sugar. This amounts to 
about 500,000 K per year, and is used for both operating expenses and 
investment capital. 

l1/ This is not intended as a complete discussion of expense items. A specific 
estimate of probable costs will be prepared on request for discussion with 
government and prospective aid donors. 
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6. 0 APPENDIX 1: SUC!GFS'J~I· "~Ef11W(T:' }i'(.'>R ·cvALUA':'ING PROJECT PACKAGES 

6.1 Need for a Sim,Ele }Jt:..~!.:h~,~L .:ri~!-Jw~ 

The purpose of this c.ppeu:lix i.r; to present a '.mggesbd method for evaluating 
project packages proposoC'. for ccCCepi;c;nc .: cy a:;r:~ "Gbar. O!lE: government' As indicated 
in Section 4, 1.31 it is not lil:ely -~hat a rigorous nur:-·e·..,ical calculation can 
completely take the place of the time-honou:.-·~·d 

11
horse+,rading" approach to negotia­

ting agreements on industrial r~o-ope:ra.tiun, Bu.·:: -(~J.e method described here may 
have value as a convenient supplsmont to the; -';r3.Clitional ,q,pproach. It can serve 
at least three functions~ (1) i"c cm1yialJ. a fics~ approximation "to the value 
which a country might reason.~.~l~r a.:w~gn to -~he l1en3fi ts i-"_; WOl<ld receive from a 
package, (2) it can provide E!li. L.:lication of how ,,:ell halanced the package is in 
distributing benefits among the co;_mtriec: and. (3) it contains built-in flexibility 
to allow "special" factors tu hq given weiglLt in the 0alculations, even though 
they had no-b been included specificaEy in "the origin:::1.l co:-iteria. 

In defining criteria fo:r :;::;..Y.hl.£a~~M nrojec c oacke:ges we automatically provide 
guidelines which may be nsP.d in _q_<?._l'2_3~~r1:c·~l_~~~ project ~ackages. In other words the 
method is a tool which can be used -~o put ~;ogether packages IThose "fairness" can 
in turn be demonstrated -· at lGast ·i;o a firw~ order of approximation. As such, the 
tool ma;r speed up negotiatior,:::: :Z:->r ::>rJject :~.dopti0n. 

6.2 Guidelines for Designing 
11
FaiT': Pro~ect :Package 

The two benefit factors -v:h::.ch ·~rru1al,ly come to mind most readily when 
considering co-operative indus-~lial p··ojec:;:~ are jobs and foreign exchange. Thus 
these have been used as the l)af'lj.s foor.' the first hro cri-Geria. Next~ from experience 
we know that we must have a way to adjust fc·r differences in project timing and in 
build-up rates. A thir·d. cri t"lrlon :r~as be'~'' cil.d.ed to :oe,...:~::. t the needed adjustment. 
Finally, since in a given si~v:..<.at::.on -~11eo:-A is likel;{ to be Dorr.ething important, 
which is no·t covere;d by tho fir:_:.;-(. -t;hree fac-!;crs, ,.e ald a fom·th tc deal with all 
"other" matters of significance,, 'l

1
~1:Ls set of cri teric. :.s by definition broad 

enough to encompass any elcm<.nt co::lsid.&red to be :i..in:?OJ.' i;a.r-t in a giv-en case. 

6.2.1 Formal §_ta~~!E..~l2f. . .Qri ~~:',"'ia 

The criteria desco:-ibed. -::t'Jo·ve: ;r,o.y be ,,vr.i tten somc~oi'hat more formally to serve 
as guidelines for definin~; pa..,.t.'.:~{~es ~ 

1) The sum of new direct and !Jrimar:· j_n(lirect ernpJ.oyme:1.t 
in each c0untry s!10u1 0. be i '::. propo:dio:r. to total expected 
sales in that co11nt:ry (for t~·e pe1r;hage as a 'r.rhole) over 
the first five yea:.'R of ope::.·.1;f;ion. Fol" pc.lrposes of 
evaluation~ eac)1 2ob ::.::; consi <,_er9d co be worth :];1000 per 
year. 
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2) Foreign exchange ~rnings (including inter-participant) 
less forfeiture of previous (3-year average) import duties, 
if any, should be in proportion to population. 

3) Hard currency earnings should be in pEoportion to population. 
For purposes of evaluation, one dollar equivalent of hard 
currency earnings is considered to be worth ~2.50. 

4) Any significant "start up" inequities, as discerned from 
expected differences in timing of initial operations and 
full-scale operations, should be evaluated in cumulative ~. 
Twenty per cent of any cumulative inequity "'ill be con­
sidered to be its annual value, for evaluation purposes. 

5) Other considerations may be given numerical value (expressed 
in $ per year) in "special" circumstances. 

6.2.2 Justification of the Valuation Coefficients 

The numerical coefficients introduced in the statements directly above 
require an explanation. (Viz.: the value of a job, the relative weight of 
hard currency savings vis-a-vis other revenues, and the fraction of cumulative 
start-up penalties to be amortized over a single year.) The numbers used above 
are suggested as tentative empirical values. No proof of their validity is 
offered. They represent a judgement concerning the relative importance of the 
factors they apply to. They are not intended to represent statistically verifiable 
indices. 

Specifical~y, it seems reasonable to consider that a start-up inequity 
should be written off over five years (20 per cent per year) rather than two 
years or ten years. Next, it is assumed that hard currency earnings are of 
great concern to African Governments. For this reason it is suggested that 
they receive extra weight in the evaluation calculation. A weighting factor 
of 2.5 was arbitrarily selected as being heaVY enough to make certain that a 
real effort is made to distribute hard currency earnings equitably. A higher 
multiplier such as 5 or 10 could be used, but then the physical significance 
of the overall weighted results would tend to be lost. Finally, the value of 
$1000 per job per year is intended to be roughly equivalent to an expected 
average value for new jobs. 

6.2.3 Effect of the Criteria 

These criteria begin by allocating jobs in proportion to the expected 
absorption capability of a countr.y's internal market. This can be interpreted 
as tending to maintain the status quo among the countries with respect to their 
relative levels of industrial development. But, recognizing the need of the 
least developed country to achieve somewhat greater relative progress than the 
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most developed~ a modifYing factor is proposed next. Foreign exchange 
earnings are nominally allocated in proportion to population. This factor tends 
to bias the distribution of benefits in favour of the less developed members of 
a co-operating group. 

6.3 Determining-the Nominal 11\fei,ghted Value (Nl,JV) 

Using the criteria defined above it is easily possible to arrive at a 
value we may call the 11nominal weighted value" to each country of a given package. 
The ~nvv is the algebraic sum of the following items, expressed in ~ per year. 

Value element 

Employment value 

"Internal" sales value 

Import duty forfeiture 

Exports abroad 

Start-up penalty 

Special situations 

Total NWV 

numerical ex-pression 

+ 1000 x (direct + primary indirect employment) 

+ 5-year average of sales among participating 
countries (including domestic) 

Forfeiture of previous import duties (3-year 
average) 

~+·5-year average of other non-hard currency sale 
~+ 2.5 x hard currency sales 

20 per cent of any start-up inequity 
(cumulative) 

+ AAV special items 

Sum of the above 

The NHV for each country is a rough figure of merit for a package. As such 
it is a useful way to compare the values of various possible different packages 
when considering priorities. But it should not be expected that a "correctly" 
balanced package would yield equal N~N's for all countries, because the allocation 
indices used in the criteria result in differences among the "ideal" values for 
the countries. For checking to see how nearly balanced a package is, in its 
estimated distribution of benefits among the countries, we define a separate index 
in the next section. 

6.4 Calculating the Nominal ~~eighted Advantag-e (1-nNA) 

In order to determine whether the package~ balanced, the criteria are 
used to define another index, this one the "nominal weighted advantage" (~T1oTA). In 
a perfectly balanced package the NWA for each country would be zero. If a 
country's share of a package's benefits is less than the allocation criteria 
specifY, that country's NHA will be negative; if it comes out ahead, the N't~JA 
will have a positive value. 

11} This principle is not novel; it is recognized in the basic agreements 
underlying the co-operation among the members of tile East African Community, 
for example. 
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The Nom:inal !rJeighted Advantage (NTrJA), expressed in ~ per year, is the 
algebraic sum of the following: 

Advantage element Numerical expression 

Employment advantage 
+ 1000 ~~X\~;~) j 1-· 

Foreign exchange advantage 
(except hard currency) 

+( SXF -SXH) -PX 

PT 

(STF-STH) 

Hard currency advantage + 2 • 5 '-;XH -/ p X STHJ 

L lP:; 
f 

_j 

Start-up inequity advantage 
.20~Ix-IG 

Special circumstances + Annual value 

Total NWA Sum of above 

A key 

E = X 

E = T 

STX = 
STC 

SXF = 
STF = 
SXH 

STH 

IX = 

IT 

Px 
PT 

= 
= 

= 

to the sJ~bols used above is provided in the following list: 

Direct plus primary indirect employment in country X at planned capacity 

Total employment for the package as a '"hole (in all participating countries) 

Total package sales within c~~ntry X (five-year average). 

Total sales among co-operating countries 

Foreign exchange earnings (sales) from package by country X 

Total foreign exchange earnings for the package as a "lvhole 

Hard currency earnings (sales) from package by country X 

Total hard currency earnings for the package as a whole 

Cumulative scheduled deficit of sales for country X compared with full 
production 
Sum of cumulative scheduled deficits for all participating countries 

Population of country X 

Total population of participating countries 

If no country's NWA is more than five or ten per pent of the corresponding 
N\rJV, the package should be considered "balanced". This would mean that each country 
could nominally expect to receive a share of the benefits within a fe~11 percentage 
points of its "cor.Il?t" share. Accuracy of the calculations does not justify 
closer judgements. 

1J/ Please refer to Section 4.1.2, "Evaluating a Proposed Package", for a 
discussion of the significance of numerical techniques in general. 
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The most fundamental requirement for success of NIPC in its proposed multi­
country promotion activities is a pragmatic acceptance by the co-operating 
countries of the principle of mutual accommodation and occasional self denial -
in other words, a willingness to practice "give and take." ECA's consultations 
in a score of African countries indicate widespread agreement that co-operation 
in allocating industrial projects is clearly in the self-interest of each State. 
The main reason given for agreement is that the individual markets are not large 
enough to support economical production units in many fields, without the 
imposition of ultimately self-defeating protective measures. 

At the same time it has been observed that past efforts to make multinational 
~arkets available to industrial units based in single countries have not been 
completely successful. In effect, the trend of events suggests that there is a 
drive toward industrial self-sufficiency in each country which has over-ridden 
the economically more "logical" path of industrial co-operation. 

It appears likely that careful analysis would support this self-sufficiency 
hypothesis. But if so, why would officials act contrary to their countries' 
expressed interest in co-operation. It is a defensible conclusion that they would 
~do so, and that the limited progress in co-operation is readily explainable: 

1) There is an understandable reluctance to sign away a country's 
right to produce a certain product or to develop a given branch 
of industry. This kind of reluctance must be frequently aroused 
since the natural resources and capabilities nf the partner States 
are generally similar. 

2) Quite naturally, the development of machinery to sponsor, promote, 
and implement co-operative projects has lagged behind that of the 
corresponding domestic machinery. 

Thus, the industrial development officials in each country have not yet really 
been given practical alternatives to the tactical decisions which they have been 
making to date. It has appeared much safer to skilled and dedicated national 
officials (and therefore more in their nations' interests) to approve a national 
project than to become involved in an uncertain process leading to unknown 
results at an unpredictable time. 

Given the less-than-satisfying record of past efforts to establish durable 
complementation schemes, what likelihood is there that a new effort can succeed? 
The present proposal is based upon a pragmatic appraisal of the existing situation. 
It relies upon the practical validity of at least the first two, and hopefully 
all three, of the following statements: 

1) In some industrial sectors there is yet time to devise 
project "packages" such that each package is clearly 
beneficial to each of the countries invited to participate. 
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2) The countries will endorse projects meeting the test 
stated in (l) if they believe competent implementation 
machiner,y exists or can be quickly put into place. 

3) In other industrial sectors it will be possible to achieve 
industrial development rationalization via a similar 
approach -but only as a second stage, after the in­
adequacy of individual countries' initial go-it-alone 
approach is acknowledged. 

The validity of these propositions will determine the impact which NIPC,. 
in co-operation with corresponding bodies in other countries, can have in 
developing more and healthier industry through market expansion. 
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CASE NO. 2: A NATIONAL EXPORT PROMOTION A!I!"D INVESTME:NT CENTRE (EPIC) 

Preliminary D:lscription and Operating Plan 
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EXPORT PROMOTION AND INV.GSTMENT CENTRE (EPIC) 

1. INTROLUCTION 

1.1 Background 
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The simultaneous. increase of imports and absence of expert growth 
during recent years are causing balance of payments problems and 
constraining Country X 's. economic progress. As one response to this 
challenge, the Ministerial Councilhas called for the establishment of 
an Export Promotion and Investment Centre (EPIC) within the Ministry 
of Commerce and Industry. This document describes the planned EFIC 
and details ita means of implementation·and operation. 

The Centre is a key element in the Ministry's inauguration of a 
national export and investment development campaign aimed at expansion 
and diversification of these sectors. The objectives of the campaign will 
be to place the nation's exp~rt business on a solid growth trend-
both for traditional and non-traditional products -and to reinforce the 
industrial expansion through additional productive investments, with particular 
emphasis on projects having export significance or otherw:i.se improving the 
foreign exchange position. 

Ultimate success of the campaign does not rest upon the performance 
of any single organization, but upon many factors which together determine the 
rate and character of Country X1s economic development. Thus the EPIC 
and the Ministry itself have only limited direct impact upon export and 
investment expansion. The real key to success will be the degree to which 
EPIC and the Ministry can provide leadership to other organizations and 
individuals in carrying out a broad-Jased, public and 1-rivate, "national" 
campaign. 

1.2 Objective and Qperational Approach of EPIC 

The' objective of EPIC is to give operational leadership to the export 
and investment development campaign through a dual programme: · 

1. Direct services to businessmen, and 

2. Independent and supporting activities to accelerate the flow of 
export development and investment projects and to facilitate their 
successful implementation. 

A great deal of EPIC's work will involve very specific and concrete 
project possibilities involving such things as penetration of overseas 
markets and opportunities to establish or expand industrial enterprises. 
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In these cases the Centre'L opcratir.g ~esults can be measured directly 
as an aid in assessing its performance and considering improvements. 
Other tasks of EPIC will be less directly operational but their impact 
on investment and export performance will still be capable of assessment. 

In short the Centre's role is primarily operational. Three pragmatic 
principles will guide its approach to attaining the objective: 

The business communities, locally and abroad, possess practically 
limitless skill and ingenuity. The Centre will act as a 
catalytic agent to influence the application of these resources 
for the benefit of Gountr·y X. 

The Centre will act to reduce the time required to achieve 
practical project results and to circumvent the persistent 
scarcity of local technical and managerial expertise, while avoiding 
undue risks. 

The Centre is part of an extensive institutional system. 
Its policy is to rely to the maximum extent possible on the 
other institutions and to undertake only those high priority 
tasks which will not otherwise be accomplished. 

2. THE WORK AND ORGANIZATION OF THE CENTRE 

2.1 Functions of EPIC 

As indicated in section 1. 2 EPIC 's '·mrk comprises: 

1. Direct services to businessmen, and 

2. Independent and :J:1pporting activities to accelerate the flow 
of export developnent and investment projects and to facilitate 
their successful impler:1ontation. 

The specific functions assigned for the first phase of EPIC's 
development are summarized below: 

Group A: Direct Services to Busin~~~ 
1. Advise (directly and by referral) concerning identification, 

evaluation and exploitation of export development opportunities W 
involving, for example: new markets and,new or improved products.· 

2. Advise (directly and by referral) concerning identification, 
evaluation, and exploitation of investment opportunities.W 

iif1-=tTS-obviously true that meny "export development" projects involve 
-substantial investment in production facilities, product development, 

etc. Similarly, many "investment" projects require the development of 
external markets to achieve viability: thus such projects are conceptually 
little different (if any) from their export development cousins. 
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3. Assist in obtaining information (directly a·~d by identifying 
sources) and in arranging contacts with appropriate public 
and private officials. 

4, Assist in obtaining required technical expertise e.g. for market 
or feasibility studies. 

s. Assist in locating trade and investment partners (locally and/or 
overseas) 

6. Assist in obtaining necessary official approvals. 

7. Assist in obtaining legally authorized incentives and/or 
in resolving administrative problems. 

8. Within policy and budget limitations, make discretionary grants 
to businessmen to subsidize survey missions, feasibility 
studies, market analyses, or for other appropriate purposes 
to directly facilitate investment and/or expvrt expansion. 

Group B: Ind~endent and Supporting Tasks 
1. Undertake necessary measures to ensure an adequate flow 

(quantity and quality) of investment and export expansion projects 
from the idea stage to implementacion. 

2. Identify and monitor those activities, e.g., infrastructural 
and "supply-side" projects, which t-1ill have favourable direct 
impact on investment and export development. Urge the adoption 
of means to accelerate such activities where appropriate, and 
en.)ourage prompt use of de/eloped resources owards fulfillment 
of the Centre's objective. 

3. Monitor the climate for investment and for export expansion. 
Propose and/ or work with responsible J.gencies for adoption 
of incentives and of measures to remove obstacles, facilitate 
credit and insurance provision, simplify procedures, and 
generally to ensure that the c",.imate is optimum. 

4. Publish and/or make available "investment guides"~ trade 
directories, bulletins and other documents useful in fulfilling 
the mission of the Centre. 

5. Selectively contact businessmen and officials in Country X 
and abroad to make known existing and potential opportunities, 
to invite their interest, and to obtain action commitments. 
(Includes fairs and exhibitions and advertising as well as 
direct contacts. Ivlay involve discretiona.ry "survey grants".) 
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6. Make available the Centre'~: experience and expertise to 
gove1·nment planners and policy makers for the evolution of 
development objectives and progr~mmes, and to support negotiation 
of international agreements affecting exports and investment, 

7. Arrange for and direct the services of consultnts and other 
technical experts as appropriate to supplement the Centre 7s o\m 
re<3ources in carrying out the prescribed functions. 

8. Establish .. and maintain relationships with appropriate bilateral 
and international organizations to obtain optimum benefit froo 
services offered. 

2.2 qrganization and Staffing 

The initial organization prescribed for EPIC is shown in the diagramme 
below. Overall direction of the Centre is in the hands of the Director 
General. It is he who must establish top level relationships wit.h other 
governmental and parastatal organizations and whose judgement must prevail 
when questions arise concerning the political feasibility of action proposals. 

The Director of Operations is responsible for day·-to-day direction 
of the Centre's activities. He will also participate in negotiations 
and deliberations to which his senior status and experience may best 
contribute. 

The Pro~iect Officers carry the extensive workload of "direct 
services" (Group A above). In addition they may be assigned tasks in 
the "il!dependcnt" project generatior· and promotior. act· vi ties (Groups 
B-1 and B-7 above). A feature of the Centre is that nu rigid o~g~~jz~tional 
distinction is made between 11ex:r:ort" and "investment" functions. This 
measure has been adopted to ensure the closest possible internal coordination 
and the best use of EPIC staff, since export and investment activitiss arc so 
closely inter-related. In selectL1g Project Officers for EPIC, attention will 
be paid to obtaining a suitable "mix" of experience so that needed specialties 
are available (see appendix). Assignment of individual Project Officers 
to specific tasks will match individual skills with the task requirsmun·t;.s. 
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MINDilUM "SELF~· CONTAINED" INITIAL ORGANIZATION (Phase I) 

, f
·-----·-··------ Director General : 

· ~~~~itor_ of Operation i 

; ...... _. ·---------·-\ 

1 Secretaries ( 2) ;----; 
,--·· ··········· ······-----·-·-·-·--------······· ----·---·-•··· -··· ---···· ---------·-··· ...... ··----·-·····1 

; -Administ~ator. -~ rProgramme Director: 
1
\Senior Proje"'Ct!_ 

' ·~----------: . Officers ( 4) ! -· ~-~~ ... -.. ···--· I 

__ ... -. -~.----·· &¥ .... -I 

' Accountant I ~0 -· -.......... ___ ,. _________ _. __ ~_.L 

! 

I ________ .L_ _______ -· 

: Clerk . 
~-..... ----· .,...._ ___ ....... _i 

j 

I ,. ~-----·-----·------- 1 Secretaries ( 4 )j 
, and typists j 
·----~-----·-

__ ... _ ... __ ... _,_,_-t,.,,..,. .... ,_ ..... _~----

Driver 

i Publications & -----: 
iJUblicJ.ty Offic~r 

Programme Officer ) 

·-Researcher/ ! 

· Statistician j 

\Project Officers (4)1 
l------------' 
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The Programme Director ::.s responsible for the execution of "Group B" 
tasks with the assistance of the three specialists shown, and with 
the collaboration of the project officers as indicated above. 

The Administrator handles all administrative matters concerning 
finances, technical assistance, physical facilities, and miscellaneous 
services. He apportions secretarlal services on the basis of \'lorkload 
and makes necessary acJjustmerrts in secretarial assignments due to absences, 
etc. 

Twenty-fouY" pe,o11le are shown on the diagram. Assuming that six of 
the professionals~2.! will be furnished by technical assistance agencies 
(see section 4.1), this means that eightee11 must be recruited and 
financed locally. The diagrammed organization may be referred to 
as a "minimum 'self contained1 organization", It is believed to be 
capable of carrying out the assigned EPIC mis>ion during the first 
two years of operation. As the Centre's progr"l.mme matures and as the 
results become apparent, the -,,.;orkload wilJ have a tendency to increase 
rapidly. 'rhi::J mark of success will require expansion of staff and the 
addit:.on of certain more sophisticated servi8es, Included among these 
will be the eventual establishment of overseas bral"ch offices (see section 
4. 6). 

The project officers will work in pa:irs1 one senior and one 
junior man forming a teamo Nevv inquiri9s or indep8ndently generated 
projects "Will be assj_gned to a pro.ject officer who l-rill be responsible 
for handling the matter until it has been completed, and for reporting 
status periodically. 

Activat:LOn of the Centre is urgently required and the organization 
described above can be loaned to capacity almost immediately. 
in establishing the Centre at the prescribed initial level are 
it is possible and appropriate to begin a pilot operation with 
organization as shown below: 

If delays 
unavoidable, 
a bare skeleton 

lLJ Director of Operations, Programming Director: and four of the eight 
project officers. 
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EXPORT PROr-WTION A:ND INVESTMENT CENTRE 

SK8LETON "PILOT OPERATION" ORGANIZATION 

Programme 1 

... ?:~ice~···-_j 

i Director L. __ ... _.. __ 

~--~-.: Secretaries 

Project 
Officers (3) 
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' 
(2) I I 

This approach could use otherwise lost time productively in organ~z~ng 
information and preparing initial case files for follow-up. However, 
if the pilot operation were allowed to exist for more than about four 
months without substantial re-inforcement, serious problems would arise 
because the businessmen who approached the Centre would not be able to 
secure effective service. The resulting frustration would be harmful to 
everyone's morale and would have only negative results. 

Finally, it is definitely expected that the Centre's activities and 
organization will evolve with time and gradually become more extensive. 
The following diagram represents a lo."'ical extrapolation of the services 
and organization specified for the inltial phase of operations. The 
phase II organization indicated would be approximately double the size 
of the initial operation. But the diagram should be considered as 
illustrative only, since actual operating experience will have to be 
accumulated before a second phase operating plan can be prepared in detail. 
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.• _ ....... ··-·-·· 
ROGRAlJJMING : 
 ANALYSIS ·-. ... < 

Progress 
Hor.itoring 
and it 
Reporting 
Incentive 
Assessment 
and 
proposals 
Grants for 
Feasibility 
and Market 
Studies 
Climate 
Azsessment 
ar.d Proposals 
Identification 
of 
Oppo:etuni ties 

-Library 
Statistics 

-Supporting 
Analyses 

-Trlork 
Programmes 

-Regional 
and 
Sectoral 
Planning 
Support 
Selection 
and 
Direction 
of 
Consultants 
Negotiations 
for 
Technical 
Assistance 

EXPORT PROMOTION AND UiVESTMENT CENTRE 

PHASE II ORGANIZATION (ILLUSTRATIVE) 
r~--DlHECTOR GE:NERAL . 
iDIRECTOROF OPERATimlli' 

~": i 

-Promotion -Fublication 
of -Fairs and 
Opportunities Exhibitions 

-Information -Trade & 
.Market Investment 
data Missions 

• Project 
data 

-Advertising 
-FUblic 

• other 
-Financing 
·Assistance 

-Contacts 
-Technical 
Assistance 

-Approval 
Assistance 

-Implementation 
Assistance 

Relations 

-Inspection -Facilities 
and -Financing 
Certification -Personnel 

-Consulting -Services 
• Quality 
Control 

.Productivity 

.Packaging 
• Design 
.Product 
Development 

.Market 
Development 

-Training 
.Commercial 
Attaches 

.Export 
Marketing 

. Quality 
Control 

.Assistance 
to Educational 
Institutes 

• Seminars 

-Locate 
Investors 
and 
Trading 
Partners 

-Personal 
Contacts 

-Informa­
tion 
Acquisi­
tion 

it Refers to those development activities deemed to have substantial impact on 
export and investment progress, as well as the trade, investment, and production 
indicators themselves. (E.g. key infrastructural, agricultural, and tourism 
projects will be monitored as well as direct trade and investment activities). 
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In addition to the Centre, creation of an Export Promotion and 
Investment Council is planned. The Council has two functions: first, 
to afford a high level communication and co-ordination vehicle for 
the national export and investment campaign; and second, to provide 
policy advice and support to the Export Promotion and Investment Centre • 

The co-ordination function is an extremely important and potentially 
powerful one. It is jntended that problems encountered in carrying out 
the export promotion and investment campaign, and which cannot 
be expeditiously solved otherwise, will be brought to the Council with 
specific action recommendations. Action commitments will be sought 
from members of the Council having cognizance in the matter concerned. 
(such problems could concern decision making delays or contested 
administrr.tive r'lllings1 among others.) 

As necessary, members of the Council may be asked by the Chairman 
to serve on permanent or ad hoc committees formed to deal with particular 
problems of importance to EPIC's operations and/or to the national campaign. 

The Council is a mixed public-private body with the following 
membership: 
Minister of Commerce and Industry, Chairman 
Director General of EPIC, Executive Secretary 
Governor, National Bank 
Planning Director 
General Mcmager, Technica.t Group 
General Manat:3r1 _rational Bank of Ccnmerce 
Minister of Finance 
Chairman1 Tariff Commission 
Director, Customs Bureau 
Minister of Agriculture 
General Manager, .Development Bank 
General Manager, Tourism Development Corporation 
Executive Secretary, National Commodity Board 
General Manager, National Grain Board 
General Hanager7 Meat Board 
General Manager, Natural Resources Holding Company 
Secretary General, National Chamber of Commerce 
Secretary General, Provincial Chamber of CollllJ1obrce 
Twelve private sector members, selected by the Chambers of Commerce 
from among leading busiuessmen who are active exporters, industrialists, 
or are otherwise active in the export and investment area. 
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Meetings of the Council will be held at the discretion of the Chairman, 
with the frequency determined by need. It is expected that quarterly meetings 
will be appropriate during the developmental phases of the campaign. The 
philosophy of operation of the Council is that only through a strong spirit 
of private and public co-operation can rapid export and investment progress 
be attained. It is for this reason that a heavy private sector membership 
on the Cvuncil is specified. 

2.4 Jhe Decision-making Process 

In accordance with a previous decision of the Council of Ministers, 
EPIC is established within the Ministry of Commerce and Industry. Its 
Board of Directors will be chaired by the Minister, and a significant 
portion of its operating expenses will be provided, at least. initially, 
via a budget allocation from the Ministry. The Board will approve the 
annual work programme and budget, and the appointment of the Director 
General and the Director of Operations. It will comprise the following: 
Minister of Commerce and Industry, Chairman 
Director General of EPIC, Secretary 
Director of Operations (non-voting) 
Minister of Finance1 or Designee 
Minister of Agriculture, or Designee 
Planning Director, PLANOPS 
President of the Rat~onal Chamber of Commerce 
General Manager, Development Bank 

In addition to the "statutory" functions mentioned above, the Board 
has a crucial role in the operational success of the Centre through 
individual 2ctions of its members which affect the Centre's work. 'Their 
collective support in such other bodies as the Ministc~ial Council is 
also crucial. 

The Board should meet frequently, probably monthly, at the 
discretion of the Chairman. 

The Ministry's exercise of its statutory functions related to 
policy determination, licensi!lg, and registration, inter-alia, as well 
as its ow11 budget approval procedure, will provide additional key decision­
making links with EPIC. 
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3. FACILITIES AND FINANCING 

3.1 Facilities 

E/CN.l4/INR/200 
Page 43 

For the main part of the organization, facilities will be needed in 
the capital. Four private offices and five shared offices will be 
required during phase I, plus space for secretaries, copying equipment, 
conferences, and a library • 

Discussions have been held concerning the acquisition of space in 
the National .Chamber of Commerce building, but nothing has been decided 
as yet. A physical location ir the Chamber Building is highly desirable for 
co-ordination purposes and for tbe convenience of businessmen. (In any 
case there is no space avail~~lo in the Ministry itself.) The Chamber 
location offers the further advantage of allowing joint use of the Chamber's 
library and conference facilities, which would impose added expenses 
elsewhere. Discussions with the Chamber will be pursued. 

A field office comprising a team of two project officers will 
be established in the main provincial centre. Facilities are available 
there either in the Chamber of Commerce Building or in the premises of the 
representative of the Ministry of Commerce and Industry. 

).2 Sources of Finance 

Five sources of finance have been identified for EPIC. These are 
s~rized below: 

Budgetary allocation: -The Ministry has budgeted a regular allocation 
for EPIC. For the year 1972 this allocation is !$100,000. Future allocations 
are expected to be adjusted, depending upon the proceeds from other funding 
sources, and upon the Centre's budgetary needs. 

Trade .Promotion Fund: -The Trade Promotion Act of 1971 Section 45(2) 
authorizes the creation of a Trade Promotion Fund. This Fund, when established, 
will be earmarked for use by ~he Centre, as a part of the financing for its 
regular programme of work, subject to normal EPIC ~udgetary and programme 
approval. (The ministry is authorized to "declare the importation or 
exportation of any goods ~o be subject to general or special licences 
and prescribe the conditions and fees payable for the issue of such licences." 
Twenty-five per cent of any such fees goes into the Fund, as one of its 
sources of finance.) It is not possible yet to estimate the amount or 
timing of revenue to be available from the Fund • 

Voluntary Contributions: -The National Chamber of Commerce will give 
sympathetic consideration to the proposition that the Centre be accorded 
the use of approximately one-half a floor of space in the Chamber Building as 
a contribution to its operations. Similarly, the Provincial Chamber would 
like to see the provincial operations of the Centre housed in its facilitas. 
It is also expected that a number of the leading parastatal organizations 
will agree to make cash budgetary contributions. 
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Technical Assistance: -As indicated in Sections 2.2 and 4.1, a number 
of staff persor.nol will be requested from one or more technical assistance 
organization(s). ThL aggregat3 amount of such assistance to be requested 
will probably be betTv<:len US,)200 000 and 300:000 per year depending upon the 
source( s) and upon tl18 results of preliminary negotiations. The assistance 
will comprise mostly expatriab personnel costs and related travel. 

Fees: -81:x:perience !='.borv~ that fee r':.: :::eipts from an enterprise such as 
EPIC should not c2 budgeted at any appreciable figure, if at all. Fees are 
usually established principally as a device f(T selectively controlling 
the use of m:mpower resources in certain service activities, and to restrict 
unessential c1istributic1n uf public.ations. 

It is a goal of ~;he Min:i.stry tc arrange for EPIC to be financially 
self-sufficient; i.e., co h.a--:t: ~ ... , assured source of income sufficient to 
meet its ordinary needs. The Trade Promotion Fund may come close to providing 
the needed independance, if it is carefully designed. An amount of approximately 
0.25 per cent applied ns a general levy on imports would produce en?-.;~h 
revenue to support the Centre and its eventual overseas operations.1§; 

3. 3 Cost of t~-~ Cenire 

Initial budc8t es-~im<~tes for EPIC have been prepared, and are 
presented belo'v in thren exhib:t ts: a ~A-lary schedule, the recurring 
expenses esiimate, and ~n estimate of the initial outlay for office 
furnishings and equiprnent. Th& operating cost of the Centre, excluding salaries 
and travel er~~nses fo~ expatriate expert8 to be covered under technical 
?ssistance grants, j s app1·oximately jl35, 000 per year. 

Salarie:::: h:::..v\3 i ... ee:n estimated at \ 3.lues intended to be sufficient to attract and 
retain qualified. stafl' as specified iH the appendix. The training and experience 
which staff wembcrn will obt~in will make them attractive to the private sector; 
according],y, good. people ce.n only be retained bJr paying competitive salaries ,. 
(It should be c:::nphasize~. -':hat the reasonableness of salary estimates shown 
has not been o:~~l.?:.:s-~:i.v3ly verified. This will require consul tat ion with a 
few selected busine:-;smen.) . 

ffl The principle of this move is that imports should bear the financial burden 
of developin.g exporto to offset them, including the development of'related 
investQ3nt proj,~cis. At the same time, imports of materials for export 
products slnulC!. b.; ext:'Tlpted.. 
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SALARY SCHEDULE 

Director General 

Director of Operations 

(2) Secretaries 

Administrator 

Accountant 

Clerk ••• 

Driver •• 

(4) Secretarie9/typists 

Programme Director 

Publications Officer 

Programme Officer 

Statistician/Research Officer 

Senior Project Officers (2) 

Project Officers (2) 

(2) 

(2) 

... 

... 

. . . 

... 

... 
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Monthly --· . Annual 

·;~800 ;~9,600 

it it 

(2) 240 5,760 

500 6,000 

300 3,600 

200 2,400 

50 600 

Avg.llO 5,280 

:il: it 

300 3,600 

300 3,600 

250 3,000 

300-500 7,200 -121000 

il: l{ 

200-300 4,800-7,200 

~ l{ 

11>55,440 -62,640 

i. Salaries for expatriate experts to be determined by donor agencies. 
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RECURRI}~ BUDGET 

(for first full year of operation) 

Salaries (excluding expatriate experts) ~55,440-62,640 

Travel and subsistence allowance (excluding 
e;:patriate experts) 

Office space 

Telephone, telegraph and postage 

Books and periodicals 

Office supplies 

Advertising .and publicity 

Consultant fees 

Discretionary grants 

Fairs and exhibitions 

Contingencies 

... 

s,ooo 
5,GOO 

2,000 

12,000 

2,000 

2,000 

30,000 

8,000 

2,000 

..;;128,440-135,640 

FURNITURE AND EQUIPMENT ESTIMATE 

(2) Executive offices ... ' 
Secretaries' office (2 secretaries) 

. Adm:i; istr:9-tor 's office ••. 

Accountant & Clerk's office (2 men) 

Secretarial office (4 secretaries/typists) 

Programme :::·irector 's office 

Programme office (3 men·) • 0. 

(4) Project Officers' offices (2 men each) 

Contingencies ••• 

2,000 

1,200 

600 

Boo 
5,000 

600 

1,000 

2,000 

3,000 

$16,400 
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4. SELECTED SPECIAL TOPICS 

4.1 Technical Assistance 

As indicated in section 2.2 it is planned to include a number of 
expatriates among the key staff members of the Centre during its 
formative initial stages. The services of these officers will be 
sought from technical assistance agencies to be sr"llected by the Ministry 
after preliminary discussions and evaluation of interest. 

The question whether such officers should be advisorG or should act 
directly is a key one. The question was resolved in favour of direct 
participation as the most effective way to ensure very quick operating 
effectiveness in a competitive field where few national8 possass ready-made 
background, and to train local people rapidl~r by example and on-the--job teamwork. 

It is planned also to maintain a close consulting relationship with 
ECA experts in the Africa Trade Centre anu in th8 African Investment Centre. 
Additional specialized missions, as well as trairing assistance and other services, 
can be requested as appropriate from the International Trade Centre, Geneva, 
and UNIDO in Vienna, among others. 

4.2 The Progra~ing Activitl 

As the operational focal point for the national export promotion and 
investment campaign, and as secretariat for the Council, EPIC is oxpected 
to identify, monitor, and report on the progress of at least the principal 
activities which affect the campaign's results. Consequently the programming 
unit of the Centre will pcriodicall;y prepare a "Prograrnc ?lan" document for the 
National Export and Investment Development Campaign. The Plan will deal with the 
principal activities expected to have important impact on the results of the 
Campaign. 

The scope and nature of the activities intended to bs covered in the 
campaign programme plan may be seen from the partial il1ustrat5_va listing given 
below: 

PROJECT/ACTIVITY 

Agriculture 
Meat Board 

Hides and skins standards 
-Stockroutes 

Demonstration Project 
-Rapeseed for export 

C Qr,'fl\fiEN'l'/ ANALYSIS 

-· Major ir.crease in export value 
-Provide more cmd heavier animals 

for export 

New production being considered 
Project staff maJ o:'ganize marketing 
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PROJECT/ACTIVITY 

Commodity Board 
-Washed Coffee 
-Co-operatives 

• 

-Expansion of "high quality" 
markets 

Ministry of Agriculture 
-Minimum Package Programmes 

Transport 
Highway Authority 

) 

~--
) 

Completion of lowlands route to 
the port. 

-Road completion to East Africa 

I~inistry of Marine and Ministry of 
Communications 
-Solution of loading delays at the 

port. 

Other Infrastructure 
Geothermal power development 
(Responsible agency?) 

Export Policy Items 
Creation of Export Promotion Fund 
(Ministry of Commerce and Industry) 

Additional items later 

International Negotiations 
(later) 

CCHE~"T/ ANALySIS 

-Increased foreign exchange 
from coffee quota 

-Export potential (?) 

Drastic reduction in transport time 
and cost 

-lNill o.llow switch from sea to rapid 
land route 

-Additional impetus to tourist traffic 

Should increase number of ships 
calling and reduce shipping time 

Could provide large quantities 
of cheap power for remote irrigation 
projects and related processing 
without costly transmission lines. 

-Requires decisions concerning licenses 
and administration 

-Key to financial stability of EPIC 

May include, i.e., items concerning 
export t~x rebatPrr export credit 
facilitation. 

Expansion Projects 

export by air 

Company rf 
Intensive cattle raising project 

~ Company names withheld 

-New Outlet 
-Requires organization of production 

under investigation by Company 

-For expansion of present tinned meat 
exports by equivalent of 30,000 
head 
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PROJECT/ACTIVITY 

Commodity Board 
Freeze dried coffee project 

Forest Industries Development Study 
(ECA) 

Additional projects later 

Other Activities 
Fairs and Exhibitions 
(Chamber of Commerce) details later 

Trade missions 
Details later 

Joint actions with 
diplomatic missions abroad 

i: 
Company C "::" 
Establishment of Management 
Consultancy Services 

COMMENT/ANALYSIS 

E/CN.l4/INR/200 
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-Increase revenue and employment from 
quota sales 

-Decision soon 

Includes project identification to be 
completed 7/72 

-hlill incluO.e major tourism projects 

Under consideration by a major 
firm 

-Would be a commercial supplement to 
existing resources. 
Could exert strong leverage by 
becoming familiar with local 
opportunities, conditions, and 
operating methods. 

In conjunction with task B-1 concerning meacures to ensure an adequate 
flow of investment and export expansion projects, reference may be made to 
section 4.4, "Source of Projects to be Promoted". It is also to be noted 
that a rudimentary but rather comprehensive (in terms of sectoral coverage) 
scheme of project identification, evaluation, and promotion has recently 
been begun by the Dev~lopment Bank as a means of fulfilling its own need to 
find projects and project sponsors to finance. The s0heme has been serving 
as at least a short term substitute for a more f~rmal industrial programming 
activity. EPIC will wn.nt to co-operate with t!1e Development Bank to 
carry the approach further, refine it, and participate as appropriate in 
the broad thrust of the activity, which is tightly focussed on bringing 
together specific projects and qualified participants. 

Formation of a "project generation task force", involving a few other 
organizations as well as EPIC anQ the Development Bank, will be given careful 
consideration. Some extremely useful work has been done recently at the 
Planning Directorate which suggests areas for project identification, and 
the Ministry is in the process of developing comprehensive statistical 
methods of measuring and displaying il•dustrial performance and trends. 

i: Company name withheld. 
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4. 3 Co-ordination V>Ji th Other Organizations 

As a top priority order of business after its inauguration, EPIC 
will have to establish direct ~orking relationships with a number of 
other organizations already active in the investment and export fields. 
These include all of the bodies represented on the Council as well as some 
additional agencies. 

No attempt is made in this document to detail the relationships, but 
their importance is strongly emphasized. For example, arrangements whereby 
the Chamber of Commerce continues its traditional activities in the fairs 
and exhibitions field and the setting up of mechanisms for establishing 
further areas of collaboration with the Chamber are highly important. They 
will allow EPIC to concentrate its limited resources in other fields. This 
avoidance of duplication will increase the impact of the overall system. 
Similar reasoning can and will ~a applied to many other relationships. 

The same principle applies to international organizations both 
with respect to obtaining services, (see also "Technical Assistance", 
section 4.1) and for the purpose of supporting Country X's negotiation 
of trade and investment agreements. For example, the conclusion of 
concrete arrangements with the sub-regional economic co-operation organization 
will become extremely urgent as soon as the international road improvement 
project is completed (scheduled for 1974). 

4.4 Source of Projects to be Promoted 

No provision has been made in this phase I operating plan for the 
EPIC staff to engage in the preparation of feasibility studies, detailed 
market development projects or other specialized technical work. EPIC 
will be staffed to interpret1 evaluate and arrange for the translation 
into physical projects of detailed technical work performed elsewhere. 
"Elsewhere" at present includes the Technical Group, various ministries 
and parastatal bodies, ~!1d their consultants (often provided by technical 
assistance agencies). 

Fbr the moment there exists a large backlog of studies performed 
over the past six to ten years, which may still be capable of stimulat,ing 
investment and export expansion projects. Preliminary work suggests that 
there are indeed a number of studies in this category, and EPIC will do Lts 
best to see that all available benefits are derived from the tremendous 
investment which the stockpile represents. The Development Bank is 
presently active in this area and EPIC will complement and support the Bank's 
activities as appropriate. 

In addition, there exists a backlog of projects in the minds of 
businessmen already active in the country. (Several have been referred 
to in Section 4.2.) The extent and importance of this source remains to be seen 
over time, but sample discussions during preparation of this plan suggest that 
it has major potential and can be converted to live projects as a result of the 
national campaign. 
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EPIC will be competent to assist in the developmen~. of projects 
from whatever source, via consultants and short-term technical assistance 
experts. It accepts responsibility for seeing that: (l) a pipeli~e of 
projects in various stages of preparation -from idea to implementation -
exists, and (2) that quantities are sufficient to provide reasonablE.: 
confidence that economic expansion targets will be attained. 

At soii!e point, perhaps relatively soor,, vigorous action to ''exploit 
or discard" existing studies wilJ. exhaust the stockpile. Plans nust be 
made to replenish the stockpile or to adopt an alternative project development 
concept. 

lnJherever possible gpiC will seek to transfer much of the financial and 
technical burden of detailed project preparation to prospective investor·s 
by seeking their interest at an early stage in the project development cycle. 
In many cases it may be possible to apply technical assistance grants ·i;o 
specific vrojects which have already aroused the interest of specific 
prospective investors. It is expected that this practice, where it is 
applicable, will save both time and money compared with an alternative 
procedure of stockpiling feasibility studies. 

Nevertheless, the related question of increasing the technical 
capability available in the country for concentrated attention on sp13cific 
branches of industry and concentrated work on the development of specific export 
markets deserves prompt attention. A major firm is evaluating the feasibility 
of establishing a management consulting branch here. This could be of some 
definite help if the firm's evaluation results in positive action. Furthermore, 
at least one banking institution is interested in becoming partir1lly self­
sufficient technically. A specialized technical organization couJ.d be set 
up as a C.i vi:. ion of :SPIC .. as a separa a entity, as an ir 'us ion of :r:e'Vr resources 
to the Technical Group or as a re-inforcement of the Developme::1t :Jank star~:. 
There ic a strong case for beginning immediately to build up the existing 
technical cadre. But a goal of self-sufficiency, either general or for major 
sectors \'lould prob~bly lead to unahppy results compared with a policy of 
participating ip, ~anag.ing, and evaluating ><JOrk done largely oD.ts:i.ue the official 
institutions. 

There is little doubt that additional technical assistance for such 
a programme can be secured, provided that the proposed means of organizing 
and. directing the activity is judged to be consisten·c ~\·i th resuHs. 

-----~ --~--......------~--·---..._~..-,_--."~~--~ -----

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales



E/CN.14/INR/200 
Page 52 

4-5 Publications 

The Centre's publications programme will of course be developed gradually 
over the first year or two of operations. Nevertheless, certain documents 
from a key part of the Centre's tools. EPIC will prepare only those 
documents which cannot be feasibly obtained elsewhere. An initial listing of 
publications which will be needed -and existing sources if known -is given 
below: 

TYPE OF PUBLICATION 
List of importers/exporters and products 

Investor's Guide 

Summary (or text) of pertinent ) 
regulations ) 

SOURCE/COJ'$lENTS 
-National Bank of Commerce (Annual) 
-Chamber of Commerce (Annual) 

-Chamber of Commerce (1969) 
-Development Bank (in publication) 

( - ( 
"Guide to Company Registration 
and taxation

11 
Chamber of Commerce, 

Summary (or text) of pertinent )----( 1972 
incentives ) 

Summary (or text) of pertinent ) 
taxation rates ) 

Directory of manufacturers 

Customs reg,llations and rates 

Directories of overseas contacts for 
trading partners and for prospective 
investors 

Statistics 

Other publicationsi e.g. progress 
reports, newsletters, work programmes 

( 
( 
( 

~ 

-Ministry of Finance Document 
MQ(PPD)/l960/I1~ 
"Facilities and Arrangements 
Applicable to Approved Foreign 
Investment", 1971. 

-Chamber of Commerce, January 1972 
-Ministry of Commerce and Industry 

(Map and guide -The capital only); 
1970 

-Customs Bureau 

-Various sources; includes ECA 
for investment contacts and numerous 
published directories for trading 
contacts 

-Various sources; including 
Central Statistics Office, 
National Bank and National Bank 
of Commerce 

-Statistical Digest, March 1972 
Chamber of Commerce 

-To be prepared by EPIC as needed 
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4.6 Overseas Oper~~ 

The question of overseas operations is one of great interest and 
importance. On the one hand the export and investment field is 
so competitive that personal contacts overseas form a major element in 
the development campaign. On the other hand, overseas offices are costly 
and the problem of effective staffing is very serious. 

Presently both for exports and for investment projects, the principal 
constraint js on the "supply-side". In other words there is a backlog of 
administrative changes, incentive adjustments, programme development, and 
implementation which must temporarily receive priority as compared with the 
purely promotional aspects of the campaign. ~llien the pipeline is.more nearly 
full at this end, overseas contacts will begin to become the sticking point, 
In other 1'iords, some "homework" needs to be done before spending on overseas 
offices will be justified. For now and in the immediate future, it would 
probably be a waste of money tq establish overseas facilities. It might even 
do great harm, because prospective investors/trading partners would not find 
Country X's institutional system well prepared to satisfy their aroused 
interest. 

The programme of establishing overseas offices is therefore deferred 
for at least a year until the way has been prepared for their effective use. 
In the meantime, alternative short-term arrangements such as the use of 
specialized missions and the use of commercial attaches abroad will be 
considered.~?~ 

4.7 Qiscretionary Incentives or Assistance 

As a paiC of its role in the national export and investment development 
campaign, EPIC will, within budget and policy constraints to be established, 
undertake a programme of discretionary grants for purposes such as the 
following: 

"FJJ 

(1) to assist an exporter to assess and/or develop new markets 
for his export products; 

(2) to assist a manufacturer to develop new or modified products 
for export markets or to establish packaging or quality control 
techniques to improve the acceptability of his products in 
export markets; 

(3) to subsidize investment studies -undertaken for the account 
of a specific prospective investor -which have a high probability 
of leading to new or increased productive investment (especially 
those incorporating export potential). 

Commercial attaches are presently assigned at the following overseas 
embassies (later). 
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4.8 Periodic Review of EPIC's Effectiveness 

An outside review of EPIC's activities will be sought periodically. 
This will be needed at least annually at first, and may be one vehicle 
for the EGA follow-up consulting support referred to in section 4.1. 
The review will be problem-oriented, i.e., it will focus on areas where 
improvements are needed and will propose remedies. 

Since staffing is probably the single most critical determinant of 
EPIC's success or failure, review will include an analysis of overall 
staff effectiveness and recommendations to enhance performance, including 
progress towards complete localization. 

5· IMPLEMENTATION PLAN 

The specific steps of implementation are to be determined, based 
upon further discussions within the Ministry. The following tasks, as a 
minimums are logically required to be completed before announcement of the 
Centre's inauguration can be made; 

-Internal co-ordination within the Ministry. 

Resolution of budget "gap", including acquisition of voluntary 
contributions and establishment of the Export Promotion Fund. 

Necessary formalities to allow non-civil service status. 

Negotiations with Chamber of Commerce regarding office space and 
related matters. 

Negoti,..·tions with technical assistance agencies end recruitment of the 
first technical assistance experts. 

Selection of Director General and the first national staff members. 

Revision as necessary of this document. 

F'ormal approvals ? 
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CASE NO. 3: I!v1JESTNE:t.'T PROMOTION IN A NATIONAL DEVELOH':ENT BANK 

THE NATIONAL Dl!;\£;LOPMENT BANK (NDB) LTD, 

DESCRIPTION OF INVESTMENT PROMOTION PROGRAMME 
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HifVESTMENT PROMOTION IN A NATIONAL D8VELOPJ.1.1ENT BANK 

As a new institution, the National Development Bank (~DB) had relatively 
few preinvestment projects underway. In considering the question of business 
development, executives had an opportuni~_;y to ch0ose between two aprroaches: 
(l) responding to initiatives of prospective investors, or (2) taking the 
lead in order to exercise greater control and influence over the pace and 
direction of the investment programme. NDB chose the second course. Its 
decision to adopt a positive role was assisted by the fact that a large block of 
the institution's investible funds would revert to the original lender if not 
committed by a fixed date. 

A pilot programme of project identification and promotion was begun late 
in 1971, under joint auspices of the research division and the operations 
division. It began with a simplified industrial programming activity. Wall-size 
worksheets similar to Exhibit l were used to accumulate,display, and analyze 
information on the current industrial situation. The data described existing 
projects, those in various stages of commitment or construction, and those 
which had progressed only to the "paper study" stage. 

A number of "inactive" study reports were found which nevertheless had 
apparent merit. There were also a number of intuitively interesting project 
possibilities. Consequently, a Part II programming exercise was undGrtaken 
immediately. (Please see Exhibit 2.) A dozen project possibilities were 
quickly designated as leading candidates fo~ an initial promotional campaign. 
Six attractive opportunities were selected and prepared in the form of project 
brochures. (See ElChibit 3 for a sample: "Integrated Cattle Production and 
Processing for Export.") It was decided that the initial promotional effort 
would concentrate on these six projects. 

Lists of "high potential" contacts, both local and overseas, were 
prepared. These were of two kinds: intermediate institutions such as 
federations of industrialists, chambers of commerce, development finance 
agencies, and assi8tance organizations) and direct prospects such as manufactur­
ing firms already active in the project fields and thought to be prospects 
for participation. 

Concurrently, a general information booklet was prepared which describes 
the benefits available to investors and the attractions for 
businessmen and their families who come to establish new enterprises and to 
reside in the country. This was referred to as an "investors guide" (please 
see Exhibit 4 for the foreword and table of contents), bui:; it is in reality 
an integral part of the campaign to sell the country and its opportunities to 
selected businessmen. 

The "guide" and one or more specific rro jact bro~;hur"'s thus forD a 
complete promotional package to be sent to riDB 's :prospective project partners. 

B.Y the second quarter of 1972, the 1mB programme had reached the point where 
only final typing and reproduction were necessary before mailing tc1 the first 
hundred contacts. 
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Exhibit 3 

NATIONAL DEVELOPJlfil~NT BANX (NDB) LTD, 

Project Opportunity Description 

INTEGRAT3:D CATTLE PRODUCTION AND PROCESSING FOR EXPOR'l' 

For further information contact: 

General Manager 
National Development Bank 
P.O.Box 2000 
Cables: INDOPS 
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It is believed that an attractive opportunity exists in this country 
for the establishment of one or more integrated cattle production and processing 
operations for export. The industry has already begun to develop, but the 
potential is so large that additional units are believed fully justified. 

Structure of the Existing Industr~ 

A half--dozen substantial meat and vegetable processing operations already 
exist in the country. The bulk of the production is canned, but chilled and 
frozen shipments, particularly by air, are catching on and show very large 
volume and excellent profit potentials. 

An indication of the present volume of meat processing is that meat canning 
capacity currently utilized and under construction is estimated at between 25 and 
50 million cans annually. · 

~cept for one of the existing enterprises, all of the processing plants 
simply buy range cattle and butcher them. The animals typically lose a 
considerable fraction of their body weight in being driven to marketing points 
or abattoirs, so that the weight of useful meat may be only about 80 kilos per 
head. 

Since the cattle population of the country is about 15,000,000 it may be 
seen t.hat the present processing volume, 100,000 head per year in total) 
represents less than 1 per cent of the herd. 

Nature and l2cation of the Project 

It is proposed that establishment of additional integrated production 
and processing units be considered for southern, central, and northern locations 
to be selected in consultation with the Ministry of Agriculture and the Meat 
Board. Production of foodstuffs for a fattening programme has been sholm to be 
economical, both i:r studies and in aciual practice. In combination with health 
care measures (innoculation and parasite control), controlled feeding greatly 
improves the yield and overall economics of the process in addition to providing 
an "automatic" quarantine period. Consequently it is feasible to consider 
the export sale f frozen and chilled beef (again already demonstrated as 
practical) in addition to a canning programme. Further diversification and export 
marketing of agricultural production is also possible. 

At least one of the present producers is currently seeking proposals for 
a joint venture to expand his operations and increase throu~hput by intensive 
livestock production, including a fattening programme. 
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Project Economics 

No comprehensive operating analysis or investment details are 
available. The best testimony of feasibility is the expansion already taking 
place in the industry. NUmerous agricultural by-products such as oil cake and 
molasses are available to supplement normal field crop rations. 

As a round-number guide, 100,000 cattle per year at a finished live 
weight of 300 kilos per head with 35 per cent yield would produce around 10,000,000 
kilos of meat. Assuming 80 per cent canned and 20 per cent sold in chillE!d or 
frozen state, this should yield a sales volume exceeding ~6,000,000. Additional 
revenue is available from by-products. 

The feed lot portion of such a project was studied b,y a leading Research 
Institute in 1969. A copy of the study can be examined at the NDB offices • 

. Linkages 

The present project description is closely related to a series of other 
projects now being promoted. These include the expansion of fresh and processed 
vegetable exports, the production and export of frozen fish filets, a can 
producing factory, infrastructural projects aimed at facilitating the availability 
of livestock at convenient marketing points, and a solvent extraction plant for 
high quality oil cake. 

Participation Desired 

It is desired to associate with a well established firm which is 
experienced b_ all phases of an integrated cattle operation, including 
marketing. The Na~ional Development Bank will consider participation on its 
own account and will assist in the location of suitable local partners. As 
mentioned earlier, there may be possibilities for association with one or more 
of the established domestic producers for major expansion and backward 
integration of the existing operation. In such a case, full technical 
qualification of the new partner would not be essential. 
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Exhibit 4 

FOREWORD TO THE "INVESTOR'S GUIDE" 
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This brief "Investor's Guide" is iT'tended as an introduction to our 
country and to its rich opportunities -cultural and recreational, as well 
as business. 

OUr country offers potential markets among the largest in Africa and many 
advantages as a base for African business development. The National Development 
Bank is therefore pleased to present the information contained herein to pros­
pective investors and to offer_ the Bank's assistance for identifying, 
evaluating and implementing specific projects. 

["SignedJ 

General Manager 
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Exhibit 4 (continued) 

TABLE OF CONTENTS FROM THE "INVESTOR'S GUIDE" il: 

l. BRIEF BACKGROUND AND ECONOMIC SUMMARY 

Capsule Description ••••••••••.••••••••••• 
History and Government •••••••••••••••••••• 
OVerview of the Economy ••••••••••••••••••• 

2. THE I:NDUSTRIAL SITUATION 

Manufacturing Industry •••••••••••••••••••• 
Recent Indus-~rial Project Highlights ••••• 
External Trade ....•.....................• 

3. INDUSTRIAL INCENTIVES 

Income Tax Relief ........................ . 
Import Duty Relief ••••••••••••••••••••••• 
Export Duty Relief ••••••••••••••••••••••• 
Remittance of Foreign Exchange •••••••••••• 
Acquisition of Immovables ••••.•••••••••••• 
Dividends .. g ••••••••••••••••••••••••••••• 

Protection .............................. . 
The Domestic Corporation, •••••••••••••••• 
Branch of a Foreign Company •••••••••••••• 
Capital Participation •••••••••••••••••••• 
Participation in Business Management ••••• 

4. INDUSTRIAL OPPORTUNITIES ••••••••••••••••••••••••• 

5. CCMF'ORTABJ.E AND EXCI'!'ING LIVING FOR THE BUSINESSMAN AND 
HIS F.AMILY J • o "' l ~ l ' > l , "' , • J -1 ~ , " " co ~ ., ., ., :> ., o J a o • o • o q 

6. TRAVEL INFORMATION" "' • , , , , , , . , • , , " , ••. , o • , , •••• , o ••• 

i1: The guide as drafted is sixteen pages in len~~h. It is planned to 
incorporate suitable photographs and a map showing principal cities, ports 
and transportation routes. 

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales



• uV .UI,Jj~IO.OJu KII 

riiO HO !',JO }:fd tLN?l!J/=~8" !\~II CrNif D~IIJt·TI!'TI-!1IDOHd tL ~r;,~liJd0'1'4 A:>ra 

<; q e.2h<cT 

ooz/m:rrjvi ··No/a 

i7 oN 3:SVO 

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales



E/CN.14/INR/200 
Page 66 

1. Introduction 

TABLE vF Cvl~'I'.t!Jl\JTS 

•••••o•••••••ooooe 

2. Background: Three Industrial Development Programme 
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DEVELOP~I.i£NT PHOGBJUI'llVliNG AND INVESrl'M:B.;N
1
r PhO!VIOTION 

IN ll(;GJHtHY A " .:!_~/ 

'I. IN'l'ROI!C'I'ION 

1
I'here is a stron{;, likelihood in Countr.y A of direct competition 

among three parti8.lly overlapping and indi vid.u.ally me:::-i torious industrial 
developnent program..,es. At least t110 of the programmes vlill rely heavily 
for their success on foreign investrrtent. All thl'ee must inevitably 
compete for the scarce resourcc:s of expert manpower and government backing. 
Unless care is taken, the con,_oe Gi tion could result in ~ of the pro­
.grammes having sufficient resollrces to accomplish its objectives. IJ.'his 
could easily mean failure of ~11 th:,.oae p~ogrammes or, at best, loss of 
valuable time while -~ne effort is recrganized and lost mementum restored. 

This note is :'.ntended for consideration and possible use in influenc­
ing the course of events. As suggested below there is at least one 
approach which 'Ylay acn~eve +i-je full potential benefits of the programmes 
and avoid destructive competihon .. 

2. BACKGROUND : THhEE ~lJVESIJ.\viEN
1
I' DEVELOPIVI:JJN'r PhOGH.AMtliES 

Country A is by far the :nost developed, tho1.1gh the least populated 
(under 3 million), of a group of neigh11ollring states. The recurrent 
budget has ~chieved ba18.nced status. But since independence in 1965 a 
hoped-for wave of new investment ha.s not taken plact-. (The only signifi­
cant new project is a foreign cont:::-olled tannery). It is understood 
that the Governrnent

1
s policy is tc reducs the present heavy dependence 

on a single source cf capital and managers by encouraging flows of invest­
ment from farther afield. 

A succinct definition of tte investment objective seems to be to 
create jobs for 1jGOO ll(W mernber3 of the labour force each year. 
Although Country A js agricultQrally rich, Lnd major agricultural 
expansion schemes are coming into being, these generally represent 
productivity gains (e,g. via ~rrigation) rather than expansion in the 
size of the agricultural work force. Industry is thus relied on to 
provide a large sharo of the needed jobs~ 

18/ Based on findings of an LCA :l.nvest..,ant promotion mission. 
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Since the dome81i:i_c Market j_q "'1';Jall1 capab~_li ty for export is seen 
as a fundamental factor in identifying-and evaluating :90ssibilities for 
new industrial investment. :Secau::;e of a regional grouping C.ountry A 
tog·ether with its neighbou ... ~G -enjoys .read:v access to a fairly large 
total market. She also recognizes the poscibili ty of using this 
"base" market as the founda-bicn for establishing economical production 
for other African and_ extra-African markets, 

To help achieve the objective, a "lila tionai Development F'inance 
Corporation" is in fina~ s-Gag2.s of fo":'mat:~on, It is planned that for 
the first year or tr:o NDFC wilJ pLU'StLO 11 ta.-_·g~·-of opportunity" from 
a wide ranging list of potential ventures con,piled as a result of 
extensive personal contacts over the past fevJ years. Many industrial 
countries are represented. on the list of potential investors. 

A set of 
11
'Ylodest" incentives :i:'or new inve:Jtment is being considered. 

It is understood that the level of thGse incentiveo uill not approach 
the level established by the Pionee:r· Invest., ents Act and the Industrial 
Protection Act re0ently adopted. by one of Count·ry A 1 s neighbours 
(Country B). It ap,?ea.I'S to be the judgt:J'!l ent of offj_cial s in the 
ministry that the CoL'.nt:ry :S inoenti ves would be Llnsui table in the 
Country A environrn ent becatl...,...: they 14oulcl groatl:y reduce government revenue 
potential while at the same ti'l'!e requiring ";he axpendituro of public 
funds for infrastructure and t't'aii·iing facili tier; .]2/. There is also 
an understandable concern over the po8si bili t;r of establishing "pri­
vileged" competition: based upo1:.. £'or'3ign invcst111 ent and perhaps expatriate 
management, which would make local b~all-scale &nterprises inherently 
uneconomic. 

Initial "scoping" of the ;;;i tuation by a UNIDO expert assigr.ed .to the 
r-Hnistry of Commerce and IndusJ~ry to propose Jong l'ar"ge industrial 
programming is vp,ry interesting. Ehile not yot corapletely drafted 
during the mission

1
c vis::. t1 the e:'fc:.'t Has imp:'essive for its simplicity 

and clarity of c:>ncept, harmony with the existing agricultural basis 
of the economy, ar .. (l 8Volu.tionary :na.ttern of' L1terlocking develo.Pnents. 

?:!2/ Without endording -~ha Ccunt:cy B app:coach in all of :ds aspects one 
must concede that jobs c;;.r6 o<Sing created iil s.n environment that 
might not previou.sly have been regarded as prOmising. Indeed, 
Country B1 s development corporation had ar .. impressive array of 
projects under active negotiation during tnc mission's visit. 
Perhaps therc is :t relGvant conc.1usion to be drawn; viz., that if 
the target j_s to create a cE::rtu::n nu.rnber of jobs on a given schedllle, 
the tools employed to craate the jobs ~il: .hav~ to be powerful 
enou.gh to .::tttrcor.:t o..n upprO!Jriatc ar00U.nt and qu::).li ty Of investment. 
If the predict~d cost of sue~ tools i~ high, a c~nscious choice 
OUght to bo ,nE 1e D'3t;..reen paying the COC~ c,n·.~ reduc:i_ng the target • 
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The scheme is conceived as a f7.ve year de~reloP'lent programme. 
Its target is to create jobs on the order of t~1e nllmber estimated to 
be needed. It is ambi tiolls in capital and rnanpcwer reqllirements. It 
reqllires a high degree of integration among certain elements of the 
programme• Althollgh most of the investment will be private, some key 
llnderlying portions are agricllltllral; these will reqllire concessional 
loans, grants, or sllbsidies. Large nllmhers of expatriate experts will 
be needed. The whole programme will probably ex~oed $200 million, 
inclllding rollghly 15 per cent infrastrllctllre invest•,ent. The implementa­
tion proposal will probably involve a ce~tral programme staff and 
sllb-projects assigned to each important ministry. 

A very dynamic small-sca:e ind~lstry project headed ·by a senior ILO 
officeJ' has been in existence for rmly eiphteen m on·~a.~~ bJi"i has raade re-pid 
progress. The project is converting a modest staKe of :Ji,:WO,OOO into 
a string of specialized small-scale indllstrial estates in several 
parts of the country. A key to the project i8 the provision for technical 
extension and business advisory services as well as common buying and 
marketing facilities. 'l

1
his project has rear.hed a stage where success 

is stretching the staff very thin. 

Thus there are three industrial development pro5rammes in Cbuntry A, 
each potentially of crucial importance to the economy. The three are 
in different stages of development, bllt they are probably heading for 
direct resources competition vli :;L_in six months1 particularly in the 
area of expert staff and official backing. 

3-C:fSERVArnoNS AND CONCLUSIONS 

Based on the missions's cbs~rJations and discussions, the following 
points are advanced as key _jlldg8rrlents on ilhioh a strategy for action 
should be based: 

1) Three parallel indllstrial ctevelopment organizations using 
the same 1::-asic resollrces in (;'Jilntry A are too many. 

2) The small-scale indllstry project already has given strong 
indications of building a su0cessfu.l track record. It merits 
full support at this stage" 

3) The quality of the conceptllal pl~n outlined by the UNIDO 
expert is impressive, ri'he main thr11st of the plan -building 
forward and sideways 11pon the agricllltural base of the 
economy to tap "natural" indllLtrial potentials, and expanding 
the agricllltllral base as n8eded to provide a balanced overall 
programme -almost certainl;y shouj_d become the main stream 
of Country A:s indllstr~a: develo~~ent, 

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales



EjCN .14/INR/200. 
Page 70 

4. STRA'I'EGY :B'GIL PHO~Wrl'I:NG Jli{L'IChb.L IlWUSTRIAL DEVELOFME.'NT 

A clear strategy, or set of policies, needs to be articulated and 
used as the basis for decisions to be taken during the next few years. 
Tl1e judge~ents expressed above lead to the following proposed policy 
i terns: 

1). 

2) 

3) 

4) 

Recognize the develop-nent corporation (NDFC) as the single 
focal point for industrial developneut implementation, 
excepting the small-scale program111 e, which requires its own 
specialized institutions. 

Insist on building into the NDFC enough "lanagerial and 
"techni•cal strength to find partners and negotiate agreements 
according to an established plan containing priorities and 
based largely on tht;:l UNIDO expert's scheme. In other·words, 
NDFC's role must encompass both its present opportunistic 
approach to project selection and the ,ore systematic and 
fundamental approach now being developed. This shift also 
requires a more comple.Y. set of perforrYJance measurements for 
NDFC than the obvious value of new investments obtained, 
number of jobs Cl't:ctted, and whether the corporation makes a 
profit. For example, a key measure will be the degree to 
which potential l;! nkages are actually converted into mutually 
reinforcing projects" 

The major details of the plan, including priorities and time 
phasing, should be established by the government, after ex­
tensive consultation wi tl NDFC. rTeasure11L1t of NDFC' s per­
formanye is ~lso a GOvernment task. 

Purely agricul·tural ele111ents of the plan (not including agro­
industry)' and infrastrllcturP. d ,,!elopmen t not directly 
supporting induetrial projects, should be ~anaged separately. 
They_must have fllll visibility both to tho custodians of the 
overall plan and to NDFCft N~PC m11st also have an effective 
channel to infiuence schedule and priority decisions concerning 
these related projects. 

5• IMPLICAIJ.'IGNS FOB NDFC INVJ:<.;S'l\I.t%T Pi.:WiliO'l'lON ]IIIACHINERY 

Here, in· brief form, is a.n outline of some key considerations for 
equipping NDFC to play the strong role described in the previous section 
of this memorandum. 
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For the 11acqu.isitive11 activities of the corporation it is appro­
priate to identify the following functions (remEl>T)ber that this is not 
a complete list of NDFC functions since it onits a host of technical, 
management, and administrative tasks): 

Interpret and influence the ~ndustrial develo.Pnent plan (which 
includes export targets); 

Establish NDFC' s o•vn projects and priori ties to implement 
the plan; 

Identify and contact prospective partners/investors; 

Promote desired proJects and negotiate project plans and 
investment agreements consistent with government policies and 
national interest~ 

"Represent" investors in completing government formalities; 

Define and advocate changes in or additions to existing 
policies (e.g, investment and export incentives) to improve 
investment climate. 

5.2 Organization and St~ffing 

A classical decision must be made ~n organizing such complex 
activities. A choice must be made between "vertical" and "horizontal" 
approaches; i.e.: "project" organization vs "functional" organization. 
As a possible guide to this decision, there is a principle which is 
frequently t:.aed by successful busL.ess organizations in determining the 
"correct" pattern for a given situation. It calls for focussing upon 
and simplifying the interface between the organization and its "customers". 

As applied to NDFG, this means ihat a prospective investor should 
be able to look to a single senior indiviflual in NDFC as being know­
ledgeable in every a'3pect of his project. S;ymbolically, of course, 
that individual is the Chief Bx8cu.tive of NDFC. But there must be· 
another official, a high-powered project officer, whose main task it is 
to be intimately faMiliar with the project. His job is to "nurse" 
both the project and. tl~e investor from start to finish. He must have 
the experience and stature to be a leader in negotiations. He must 
also have the technical and managerial capability to command respect 
and to ensure that a project, as finally agrsed upon, is a sound venture. 

This individual, for 2. given project,rnay be one of several officials 
titled "Vice President ( IndLlstry Group X)" or "Director (Industry 
Group X) •11 Optionally, he may be called ''Senior Industrial Development 
Officer." He may be supported by one or more assistants, but his 
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responsibility for the successful conclusion of a project is total.· 
Clearly, this is a "project" oriented approach. All b11t the first and 
the last of the f11nctions listed above are incl11ded. The other two 
tasks are broad responsibilities which might well report in the person 
of a senior officer direct to the chief executive. 

There is one more key exec11tive for the "acquisitive" fllnctions. 
He may be called "Dep11ty Chief Executive -Develo}Jment" or "Senior 
Vice President for DeveloPment" or an equivalent. This man directs the 
project officers and he is next to the Chjef Executive in rank. He 
m11st be the powerful driving force behind the process of findiniin­
vestors and concluding agreements~ He m11st have heavy negotiation ex­
perience, probably as a s11ccessful senior project official in a similar 
organization or in the corporate develoPment office of an acquisition­
oriented. man11facturing firm. 

5·3 Overseas Representation 

This s11bject raises a difficult dilemma~ Cn the one hand, how can 
NDFC present Country A's case forcefully, and show a prospective over­
seas investor that you are serious, without calling on him in person? 
{Country A is competing with other developing co11ntries which have over­
seas offices.) On the othb~ hand7 can yo11 afford to gamble two or , 
three h11ndred thousand dollars a year for overseas offices on a fledg-
ling programme? 

There are several possible answers. One reply is that the cost 
is only two or tl,ree per cent of the investment volume which must be 
attracted each year. 'I'his is a ve~y modest "finder's fee," if the 
offices are successf11l. Another approach is to find at least ·a 
temporary substitute for overseas offices -something that can serve 
to get the programme started at a lower cost. Here there are also 
multiple possibilities. One is to rely on "missions" sent to deal with 
several possible opportunities in one country or area during a con­
centrated time span. Another is to ofrcr to pay a prospective invE~stor's 
expenses to visit Co11ntry A and investigate the opportunity in person. 
A third is to rely on commercial attaches attached to foreign diplc~atic 
posts. Each of these has rather obvious drawbacks, b11t each ..,ay play . 
a constructive part during early operations. 

Yet anot·her interim approach is to ernploy an overseas agent to 
help find technical and financial partners and to assist in negotiations. 
Certain banks and investrnent houses have formed subsidiaries to function 
in such a fashion. They will 11sually participate directly or indir·ectly 
in the financing and may receive a share of equity in consideration of 
their services. 

Finally there is the possibility of JOlning together with other 
states to "pool" resources for effective and economical overseas 
representation. 
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It would be most helpful if the initial staffing and financing 
of NDFC were conducted wit~ a view toward the enlarged scope described 
in this paper. (It is likely that the larger scope will ultimately 
prevail, because the probable alternative is failure or stagnation.) 

A rational solution can be obtained, since all of the participants 
in the situation are capable and dedicated. ~oJhat is needed is a 
potent sponsor for rationalization. He should preferably not be in 
a position to appear to benefit from implementation of a broadened 
scheme, but he must be able to stimulate discussion and articulate 
the pros and cons. He mtlst carry personal weight by virtue of his 
present knowledge of the people involved; and he 'Tiust already hold 
their respect. 

_,, _ _,,_,~,~,~-----~----------·--------------
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CASb N° 5 R)LE OF A CENTJ.i..AL FIN.4.NCL4L IlfS11TUTION 

NATIONAL INDuSTRIAL BANK (NIB) 

mliF. N. I. JL PROJECIJ.
1 

DEVE:LOHTF:ra S YS'l'i ~-

Description ::mel OpeTating Plan 
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1.0 BACKGROUND THE NEED FOR ACC~L~RATING PROJECT DEVELOPMENT 

f.1 Introduction 

This document describes the N .I .B. Project Developnent System. 
Since N.I.B. is relatively new, so.,e'elements of the system are them­
selves under development. It is therefore possible and likely that 
some major and minor changes and additions will be made before the 
system is fully operational. This, then, is a preliminary description 
and operating plan. The ccmplete system as conceived to date has been 
outlined in this document as a vehicle for internal communication and 

·discllssion, as a basis for certain management decisions, and as an -
implementation g11ide. 

1.2 N.I.B.'s Functional Orgru1ization 

The National Industrial Bank came into existence on August 10, 1970 
an Act of Country D's ~ational Assembly. As a brief review, 

N.I.B.'s s1a~utory objectives may be partially paraphrased as follows: 

In accordance with national and economic developnent priorities: 

provide long-and medium-term financing for a broad range 
of development projects~_£{ 

provide technical assistance and advice to pramote industrial 
developnent; 

undertake other necessary or advantageous activities to 
further the above. 

N.I.B. is organized into four departments including Finance, 
Ope.ratio.ns·,.~ hesearch and Planning, and Administration (including legal 
services)~·· Operations is further sub-divided into Evaluatjon, 
Follow-up, and Promotion Divisions. Both the .Svaluation and Promotion 
Divisions o_f the Operations Department play important parts in the 
develo.Pnent of projects in which N.I.B. ultimately invests. Res_ea;rch 
and Planning also plays an active pc;rt, e.g. through its sectoral studies, 
through follow-up of project studies, and through the co-ordination 
of social and economic project evaluation criteria. 

?!!} "(a) the development of manufacturi.ng, assembly and processing 
industries including industries engaged in the processing of 
products of agriculture, forestry vr fishing; (b) the develop­
ment of the engineering, construction, transport, tourist and 
mining industries; (c) the dt=weloprnent of large-scale corporate 
agriculture, ranching, forestry and fishing ••• ". 
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1.3 The Project Developm0nt Gap 

Although l~ .I .B. 1 s portfolio includes investments in a number of 
privately owned projects, its ~ain clients are the parastatal organiza­
tions. The relationships of the principal clients, their cognizant 
ministries, and N.I.B. are shown in the diagram below: 

N.I.B. -CLIENT 
RELA'nONSHIPS Plan.riing i 

i iHnistry 

. Ministry of 
· Industry 

Natiortal In­
dustrial De­
velopnent 

1 Corporation 
{N.:r.n.c.) 

l
i Ministry of 
Agriculture 

Sta'te AgriculJ 
tural Corpora~ 
tion (s • .A.CiO) l 

l 

JIJ.I.Bn 

1\1inistry of 
Natural 

Resource 

vfood Indus­
tries Corpora-..4 
tion ( wiCO) J 

I 

i 
! 

Minisfry of 
Tourism 

, ; .National . 1 

Tourism Cor-i 
poration I 
{N.r.P.C.) I 

The initial back?-g of loan application which N.I.B. assumed 
when it began operations has shrunk t. o a current total of 25/.rojects 
for a total requested N .I.B. participation of ~ 12 million 21 • Un­
fortunately, only a minority represent econo111ically attractive projects 
as presently conveivedo The development plan for 1970-1975 cells for 
an annual total of about $35 mill:i.on of capital invest~ent, of which 
N.I.B.1s contribution should probably be about 30 per cent. Applying 
rule-of-thumb estimates of attrition rates and application-to-approval 
cycle times, it would be reasonable to expect N.I.B.'s application 
backlog to be much larger. It would have to approach two to four times 
the current level in order to yield the required annual rate of 
approved investments. Thus there is a se~ious shortage in the flow 
of viable projects from the.parastatal corporations to N.I.B. Conversely, 
:preliminary analysis of N ,. I.b. co111pilations of sectoral and project 
studies prepared during the last half-~ozen years suggests that a 
large potential backlog of prQjects exists. 

W Source: Work Progra111me, Operations DepartMent, 24 1'
1
ebruary 197~. 
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2 .. 0 THB PROJECT JlEVET-'QP!'.,I.t:'WJ' S'J'RA'I'.8GY: A PRAGMATIC APPROACH 

It is accepted as given that N.I.B. will not soon (and perhaps 
never) command the resources to conduct su-bstantial project preparation 
work on its own1 or to finance and manage such work on contract~ The 
basic system of project developnent must therefore rely upon the 
parastatal organizations identified .culier to perform or manage the 
bulk of the detailed preparation work. N.I.B.'s role is nevertheless 
operationally important and strategically· cri ticaL• 

Based upon its statutory responsibilities, and facilitated by 
its inherently central position as approving and financing agency, 
N.I.B. has established a dual approach as its answer to the project de­
velopnent gap. N.LB. will: 

act as a catalyst in the id&ntification of potential projects 
and in stimulating the follow-up of existing sectoral and 
project studies by the cuncarned agencies; 

provide a set of specially t3ilored services to the N.I.B. 
clients -· services d.esigned to multiply the effectiveness of 
the clients' existing o·e proje:Jted resources towards filling 
the project pipeline with an appropriate number of projects 
whose probability ef succecnful imple111entation is universally 
higho 

J.O SUI,1WJ:ARY OF 'l:'HE PHOJ.CVl' DJ.:.V.,LOPJ;H;J:iifl
1 

SYS'l'EM 

.The purpose of this section ii:> to describe the catalytic methods 
and the specialized services t.;hiGh a:ce applied to carry out the 
project develoPment strategy" 

For conveniencP-7 the descripticr. is organized in three parts 
which are, however~ closely ~.nter-related: 

1) Filling the pipeline (quantity) 

2) Filling the rip<3Lnt3 ( qtlali ty) 

3) The N. I. B. Service EO Corpo:cation 

. Together, the three elements co;nprise "The N .I.B. Project Develop­
ment System". 
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3.1 Filling the Pipeline (Quant~ty) 

As indicated earlier the supply of projects ready for formal 
financing application is not sufficient to meet the develoPment objec­
tives. N.I.B. aims to stimulate the developruent of projects by its 
clients through measures described in the following paragraphs. 

3.1.1 Investment Pr~gramming A~tivit~ 

The Operations Departnent will work with clients separately to 
analyze the prospects of the existing loan application backlog, but 
more importantly to evaluate each client 1.s own backlog of projects which 

· have not yet reached the loan application stage. This will be done 
within the context of a N.I~B."invest,ent programming activity" which 
will identify and characterize probable and prospective projects 
likely to be subrnitted to N.I.B. during the next several years. 

A quick su,rnary of possibilities for further exploration with 
each of tne principal parastatal clients is given below: 

!!£ -The desire currently is for sources of outside financing to sup­
port a chain of western hotels and to pick up a national park project 
which was abandoned by a foreign sponsor in an advanced planning stage. 
Management participation will be accepted, but for strictly limited 
time periods. An extensive study by a leading international consultant, 
whose recent completion was a year behind schedule, is the stimulus 
for a co-ordinated tourism develoPment plan to be completed within 
some months time with participaticn by the Ministry of Tourism among 
others. A.t that time a mo.ce comprehensive view of other forthcoming 
projects will-be possibleo 

SACO-A number of projects have already been submitted to N.I.B. At 
present the Planning i1anager1s post is vacant, but the Operations 
Manager is doing double duty, 1'he existence of a large number of sub­
sectoral and project studies provides fe~tile ground for an N.I.B. 
liaison officer or a consultant to assist in laying out or projecting 
likely developruents. 

Some examples of projects at an early conceptual stage are 
another tannery (since the presently projected operations can process 
only 6oo,ooo out of 7,0oo,ooo skins c::.vailable annually) and a-bone meal 
production facility. 

IDC -Largely because of some recent personnel changes, IDC is 
ten,porarily operating on day-to~day basis with respect to the pro­
gramming of industrial investMents and the preparation of projects. 
Attention is basically being given to one project at a time to bring 
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it to the point of readiness for submission to N.I.b. in a formal loan 
applicationo It will probably be the end of the year before IDC will 
be in a position to identify a. schedLtle of likely project submissions, 
together with estimates of their Eizes. 

Some examples of projects which will probably be su~itted are 
leather footwear, a garment factory in conjunction with the Prosperity 
textile rnill 1 a~ •. d a pitchblende operation. In certain cases it rnay be 
a subsidiary7 rather than IJ)C itself, which approaches N.I.B. 

It is expected that IDC will have roughly $10 mil:!. ion for equity 
inves"trr, .. ent f:com the forthcoming government budget allocations, and 
perhaps another 10 million from internally generated funds. Soft loans 
from abroad are also expected to be available to complement N.I.B.'s 
participation. 

3.1.2 N.I.b. Sectoral Studies 

The Research and Planning Department has embarked upon a programme 
of sectoral sur•vt;;ys which will identify possible invest'llent opportunities. 
The studies will be used to stimulate the concerned parastatal organiza­
tions to pursue identified project ideas. Hesearch and Planning has 
recently conducted a rough study exercise in the forest industries area. 

It is planned tomak:e all possible use of other organizations such 
as the Industrial Study Group (ISG) as a source of technical work. 
An exa111ple is Research and Planning1s recent collaboration with ISG for 
the completion of a vegetable oil study. Research and Planning has 
also perfo1.ned. a preliminary surv.:·y of the dairy ir ~ustry. 

3o I o3 Catal;:ttic Follow-up of Complete~ Studies 

Another activity conceived and carried out by Research and Planning 
is the accumulaticn and publication of lists identifying the numerous 
studies performed during the past few years in various develoPment 
sectors. An extensive tabulation has already been completed for agro­
related projects. The docUment will be a valuable check list during 
the investment programming exercise with SACO. 

Several more such listings are in progress. The one covering 
indQstrial projec~s (IDC scope) should be finished within a month. 

3. 2 .b
1
U ling t_!lA Pipeline ( Qu.cili ty) 

N.I.B.
1
s experience, both with operational results of existing 

projects and with the eval~aticn of loan applications, has led to 
some pragmatic measures designed to help ensu.re that a project which 
is approved in the future hes a high probability of successful implementa­
tion. A very thorough and ciata.iled evaluation procedure has been 
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developed with the.a~s~stance of an o~tside cons~ltant. This procedure 
se=ves very well for the N.I.B.'s internal purposes. Now in the 
context of working with N .I. B. clients to inform them about N. I. B. 1 s 
eva.lua-Gio.ll standards and about the kinds of possible project weaknesses 
\'Jhich will have to be avoided or overcome in order to win N.I.B. 
approval, several simplifying devices have been adopted to complement 
the offi0ial evaluation manual. 

3.2.1 Project Risk Ana1Jsis 

Although much of the voluminous project documentation is purely 
descriptive! an evaluation report, even at a very early stage, often 
pinpoints "questionable" areas. These are points on which the evalua­
tor fe'els ·that the project concept or plan is either incomplete or 
unconvincing, or possibly opens the way for a serious shortfall in 
project perfo~ance. Frequently such q~estions or objections can be 
overcome and the project thus made acceptable to the Bank. N.I.B. 
wir;hes to encourage sponsors to identify and deal with s~ch points at 
th'3 earl:i.est possible stage of a project. This ITlust preferably be 
done long before a loan application is su~itted. 

As a convenience in communicating N.I.B.'s specific concerns and 
ih establishing a dialogue with sponsors to avoid serious difficulties 
e:~ advanced stages of a project, N.I.B. has established a f>Ummary 
report called a Project Risk Analysis. The report is based ~pon the 
11so of an illustrative check-list of possible risk areas which is sup­
plemented by the evaluator's judgement and knowledge concerning the 
project be:i.r; evaluated. The summary report form is reproduced below: 

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales

alfred.morales
Sticky Note
None set by alfred.morales

alfred.morales
Sticky Note
MigrationNone set by alfred.morales

alfred.morales
Sticky Note
Unmarked set by alfred.morales



,

E/CN.14/INR/200 
Page 83 · 

PROJECT RISK ANALYSIS, SUMI•1ARY 

(Use narrative sllpplements as necessary) 

Project:. • . . . • C.· • • • ••.• ~valllator: ••••• • .Date:. • • 

Risk Element Ratting 
Symbol 

Analysis/Com~ents 

r.i.ARKET 

Size 
Availability 
Distriblltion channels 
Nlarketing cost 
Style 
Protection 
Competition 
Other 

PRODUCTION 

Raw rna terials 
· Labollr 
Technology 
Infrastrllctll:::-e 
Location ·· 
Cost· 
Plant constrllction 
Schedllling 
Qllalit;y 
Capacity 
Other 

MANAG.GMBNT /PI NAN GE 

OTHER 

Performance record 
Balanced team 
Adeqllacy of finance 
Training provisions 
Contract terms 
r.roti va tion 
~llpplier incentive 
Profitability 
Social and political factors 
Other 
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Risks in each of. the listed areas will be rated in accordance with the 
following scale: 

-.Severe Apparently unacceptable 

.J?o:rder 1 ine ~eeds discussion, ~ay require a response 

J.ow N~ objections raised 

.Incomplete .Data missing or inadequate 

NA Item does not apply to this project 

It is expected that the educational progr~me described below in 
Section 3.2.3 will greatly reduce the number of challeges raised at 
the time of submission of a loan application. 

3.2.2 Responass to Risk Analysis 

As suggested by the rating key listed above, a risk rating of 
s, B, or I on any elem.ent :requires a response from the project sponsor. 
The va.riety of problems and possible responses it too great to 
tabulate; and common sense is the basic guide to acceptability of a 
response. In any case the subject will receive substantial coverage 
during the seminars described below. An example is also given here 
for illustration (it may be somewhat overdrawn for emphasis) 

An S ("severe") rating may b( applied under tt.e "supplier incentive" 
element when the production equipment is to be furnished by an organiza­
tion considered not to have a substantial stake in the project's long 
range success. This rating may be assessed even though the supplier 
has agreed to a minority equity position in the pr0ject, if it is 
thought possible that the value of his "equity11 ma.Y have been added to 
the equiPment price. 

I'he best response to such a risk assesSrqent would probably be to 
. secure as a.:substantial minority participant an organization actively 

engaged elsewhere in the same line of business and for that partner 
to endorse the ~quirment supply arrangements. Since even this precau­
tion can be dqfeated through collusion, it may be appropriate also to 
consider some form of "incentive contracting" arrange,.,ents. For example, 
a percentage of .the payment could be withheld pending production verifica­
tion of output, quality, and reliability. Only ingenuity an negotiating 
realities limit the variety of such contract clauses. It is well to 
place major emphasis on the participant's reputation for fairness, however, 
because litigation can seldom rescue a project that has gone "sour". But 
proposing protective clauses may bring to light some unsorupulour operators 
masquerading as investors. 
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Interviews with officials of the pr1~~ipal parastatal clients 
suggest that the "visible" element of N.I.B.1s Project Develo:pment 
System will be welcomed, bll t with varying degrees of enthllsiasm. The 
responses can almost be predicted from the sitllation Sllmmaries included 
in Section 3.1.1. 

It is suggested that emphasis not be placed on the integrated 
natllre of the N.I.B. system when ciiscllssing cooperative activities 
with the clients. In order to encollrage a f~ee flow of cooperation, 
the several elements -principally the investment programming and 
risk analysis activities-may preferably be discllssed mainly in the 
context of the benefits these confer Llpon the client organization, 
As will be seen later, certain fllrther services concerning technical 
assistance coordination and project promotion advice are also to be 
made available. In order to assist the introduction of N.I.B.'s 
procedure and services to the clients, it is planned to offer a series 
of seminars to the staff of each of the client organizations. Although 
details are yet to be v10rked Ollt1 it is tentatively planned to conduct 
a brief introductory session for execlltives followed by a longer 
training and discussion session for project officers. One or more 
follow-up sessions would be scheduled as needed to deal with difficult 
points or to elaborate additional features. 

Such sessions will be scheduled in sllch a way that the result 
of one session can be used to better prepare the next one. 

3. ;,_ .4 Thl'l w-:.xv-est in Oati1l~ 1ll Boo_kle-t 

Another service which N.I.B. will provide for its clients is the 
preparation of a booklet which presents the general case for in­
vesting 'in Country D. Since some investors l:lave recently shown 
confusion over the political climate for foreign investment1 it is 
believed that a brief document which presents a frank and positive 
statement of benefits and faces the difficlllt questions sqllarely1 may 
help to spark t.ha interest of high qllality project partners. 

3.2.5 Qontacts with Other Organizdtions 

N.I.B. has and will continlle to develop extensive contacts 
with organizations which may be helpful either as sollrces of 
technical assistance or as coordination poin~s. Contacts with the 
sectoral ministries, Devplan, ISG and a num.ber of bilateral and 
international assistance agencies are already well developed, A few 
such organizations with which additional contacts may useflllly be 
explored are: 

Export Promotion Bllreau, Ministry of Commerce 
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African Investment Centre, Econo~ic Commission fo::' Africa', 

SIFIDA Investment Company, Geneva. 

3.3 The N.I.B. Services Corpor~ti~n 

The concept of a service subsidiary built around a range of 
manag&!lent consulting services and including among its offerings the 
provision of camputer software services has been already brought to 
life by N.I.B.'s Financial Department. There is no doubt that such a 
recou:..'be could have an important beneficial impact on tb.e opFJrating 
results of existing enterprises and upon the quality of ne~: projec·ts 
being implemented. There is a great need for the kind of s~rvices 
described~ 

Furthermore, N. I. B. is a very logical sponsor of, and partici­
pant in, such a venture. In the project programming, preparation, 
promotion and implementation areas, staffs of the parastat2l organiza·· 
tions are critically short and it is unlikely that they ca~1 soon 
develop the multiple cadres of experts. needed. IJ.

1
hey can also use 

assistance in operational matters. All of these areas vitall:· affect 
the successful discharge of N.I.Bn1s responsibilities and its long 
term financial health. In addition there is reason to expect that 
clients would accept (and pay for) assistance frOm an organ:i.za. tion 
sponsored by N~I.B. 

3.J.1 The "Fail-Safe Approach'~ 
. -' .· ~.. :~-~ ~ ·~ .·. . .:· . 

Several different arrang€rr)ents are possible. The approach :9::cesentl:r 
being explored is described below, It is characterized as a ph~8ed, 
"fail-safe" approach which will allow a natural evolution over about 
a two-.year period. Thus there will be time and opportunitier:; to taket 
corrective action as needed, or to drop the project wi thotl t serious 
loss or embarasano:'nt~ 

The several stqps are as f0llows: 

Step 1 -A broad-based management consultant firm is recruitGd by the 
Operations Department to participate in the phased programme. 'l

1
WO 

representatives are bases at the Bank. Their services are fre3 to 
N. I. B. clients (andfiranced by a tecnnical assistance agency)., As 
necessary, specialists are sent from the consultants' parent organi?.a-· 
tion for specific assignments. They are briefed and their activities 
are directed by the local representatives who·do their best to ensure 
that the short-term people take full account of local conditions and 
preferences., The assignments and overall direction of the t<"am ire 
established by N.I.B.1s Operations Department. 
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Ste:e 2 -After abollt a year a "go/-'1o-go" decision is made. If the 
decision is positive, an N.I.B. sllbsidiary corporation is formed whose 
stock is held 51 per cent by ~.I.B. and 49 per cent by the parent 
consulting firm. 'l'he local staff is enlarged but no attempt is made 
to maintain a full ranbe of capabilitiGs on hand, the outside resources 
being tapped as necessary. 

The computer softvmre capability is introduced subsequently through 
a "Step 1" arrangement with a sllitable computer ,.,anufactllrer or inde­
pendent computer services firm. 

Ste:e 3 -At the end of the second year a go/no-go decision is made 
concernine:; the comp11ter software services activity. If the decision is 
positive, capitalization of N.I.B. Services Corporation is re-organized 
to incl11de the parent service firm. N.I.B. maintains its 51 per cent 
holding. 

4.0. PUT'.riNG TBE PROJECT DEV.t.LOFMENT SYSTEM INIJ.'O EF'FECT 

Clearly, a number of elements of the system are already in effect. 
/What this document describes is an evolutionary programme to increase 

, the scope and depth of ~.I.B.'s activities to keep pace with its role 
in the Co11ntry D's growing and developing economy. 

Much of the evolutionary system develoJment will be accomplished 
in the context of already planned and already instituted internal 
organization and staff develoPnent programmes. However, several items 
will require special attention and will probably call for special 
consulting ~ssistance and/or speci ic recrllitment. In some cases a 
great deal of N.I.B. management a~tention will be needed to ensure that 
adeq11ate performance standards are established and maintained. Initial 
attention will be given to sorting out the system elements which fall 
into each of these implementation "categories" and devising plans 
concerning scheduling and resource com~itments as necessary. 
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CASE NO, 6: FEASIBILITY OF MULTINATIONAL INDUSTRIALIZATION 

AGENCIES 

· MULTINATIONAL INDUSTRIALIZATION AGENCIES 

FOR AFRICA 

A Preliminary Feasibility Report 
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MULTINATIONAL n:DUSTRIALIZATION AGENCIES FOR AFRICA 

A PRELIMINARY FEASIBILITY R.t!;PORT ?:l} . 

l • 0 STJl.TI~AR y 

There are clear resons to insist that the goal of accelerating 
industrialization in Africa requires some form of co-ordinated '.nd 
joint efforts among groups of countries. But although the past decade has 
seen an abundance of schemes aimed at implementing such efforts, there has 
been relatively little concrete in the way of results. 

This document examines available information and concludes that: 

(1) Past efforts have suffered either from overambitious goals1 

inadequate or ineffective political commitment, severe 
deficiency of in;plementation machinery and resources 1 or from 
a combination of these jlls. 

(2) Several established multinational organizations are embarking 
on action programmes which will either repeat past mistakes or 
not, depending en factors largely outside their direct control. 

(3) An important and possibly crucial opportunity is availa9le to 
the international technical assistance community: to be instrumental 
in securing the establishment of stronger programmes, basel upon 
existing organizations and addressing already-accepted objectives. 

SUbject to field evaluation, a programme of action is proposed to 
assist one or more of the multinational organizations to implement a 
balanced programme. The eventual nbjective is to establish as a ma.jor 
African insLitution the means by wh1ch such assistance shall become 
generally available. 

2.0 INTRODUCTION 

2. 1 BACKGROUND 

This document is an outgrowth of several tasks included in the 
programme of work and priorities of the Commission; viz., the "Assi.stance 
to Governments" task under Investment Promotion {"4C:3(a)J and two studies, 
"An Investigation of Complementation Methods to Include Studies of Successful 
and Unsuccessful Applications and Recommendations for Increasing the 
Probability of .Success" [4Cd(B)(i)_/, and "A Study of the Factors that 
Determine the Viability and General Soundness of Proposed ~mltinational 
Pro jects"r 4C: 3(b) ( ii )_7. 

~2} Originally issued April 1971. 
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2. 2 IMPORTANCE OF THE MULTINATIONAL APPROACH TO HJ'"DUSTRIALIZATION 

As the most recent in a series of formal policy statements on the 
subject of multinational co-operation in the field of industrialization 
the following excerpts from that adopted by the ~~7st Conference of 
Ministers ·Of the Economic Commission for Africa ~ are reproduced: 

3.1 

"Most African countries have small local markets and the purchasing 
power of their population is low. These constitute a constraint on 
industrial development. To remove this constraint, collective 
action must be taken to develop physical infrastructure to facilitate 
the flow of trade between African States. A formula needs to be 
established for industrial harmonization, to determine the allocation 
of specific industries the sharing of benefits from mu}tinational 
industries and the ownership and contr~4 pf such industries and non­
African participation where necessary.~ 
"Indeed the need for the ECA to do more than it has done in the 
past has been expressed in the demand that the Commission should be 
more operational •.•• More specifically: 

(ii) ECA should help African States take the necessary steps to 
consolidate their inter-governmental groupings by increasing the 
number of' multinational deve~oJment enterprises and establishing 
groupings v;here necessary. "~.2/ 

3.0 AN !~~MEDIATE APPRAISAL: THE 1963-1968 EXPERIENCE 

further 

REVIEW OF PAST MOVES FAVOURUTG MULTINATIONAL INDUSTRIAL CO-OPERATIO~ 
At the fifth session, held in February 19631 the Commission called for 

assistance to be provided to governments in the promotion of sub-regional 
co-operation in the development of industries (E/3727/Rev.l, paragraph 261); 
and a series of important initiatives were subsequently taken by ECA. 
Industrial co-ordination missions were sent to each sub-region to assess 
concrete possibilities of industrial development. The missions to the 
West and East African sub-regions (E/CN.l4/246 and E/CN.l4/247, respectively) 
took place in 1963, to t4e North African sub-region in 1964 (E/CN.l4/248), and 
to the Central African sub-region in 1965 (E/CN.l4/L~320). They served a dual 

Tunis, February 1971. w 
w "Africa's Strategy for Development 

6 February 1971, p. 16. 
in the 1970~", ECA, E/CN.l4/493/Revo3, 

:?21 Ibid, p. 26 

~ Reproduced from "A Venture in Self-Reliance, 
E/CN.l4/424. 1968, pp. 109-112. 

Ten Years of ECA", ECA, 
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purpose. First, they placed the problems and prospects of African industrializa­
tion in their appropriate economic setting. Secondly, they identified a 
number of multinational industrial projects and indicated the areas of sub­
regional co-operation. Sufficient groundwork was thus done to make it possible 
for countries to co-operate on specific projects. 

The Bamako Conference on Industrial Co-ordination in ~vest Afr1.ca, held in 
October 1964 (E/CN.l4/324), was a significant landmark in ECA1s efforts in the 
field of co-ordinated industrial development and one that helped to usher in the 
second phase of ECA1s activities. The project approach crystallizes specific 
areas of co-operation. However, a comprehensive framework setting out the scope 
for equitable industrial distribution and balance is essential to facilitate 
multinational negotiations on identified projects. Furthermore, interdependent 
as they are, industries thrive not in isolation but in complexes. It was 
therefore, essential to formulate an overall strategy of co-ordinated 
industrial development -a master plan against which specific actions could 
be defined and evaluated. 

The Commission's activities were therefore, directed mainly to sub­
regional industrial harmonization studies. The first of this series of studies 
was undertaken for the East African sub-region and completed in 1965. The 
results were submitted to the Sub-regional ~~1eeting on Economic Co-operation 
in East Africa, held in Lusaka in October that year (E/CN.l4/346). In 1966, 
studies for the 1vest African sub-region were compiled and submitted to a 
similar conference held in Niamey in October (E/CN.l4/4361 E/CN.l4/I~ffi/l44). 
Studies for the North and Central African sub-regions were completed in 1968. 

The harmonization studies laid a firm and thus persuasive theoretical 
basis for •3conomic co-operation. These studies furnished a detailed picture 
of inter-industry relationships and facilitated a more thorough analysis of 
the benefits of co-operation than could be achieved on the tasis of project 
studies alone. They highlighted the key areas of sub-regional co-operation 
and demonstrated quantitatively the benefits that would accrue to each country 
in ·!;he different sub-regions. The also illustrated that no single country by 
itself could aspire to economic self-sufficiency and that economic co­
operation was essential if industrial development was to be accelerated. 

The broad outlines of a comprehensive strategy embracing ~he entire 
range of industries and directed towards the central objective of balanced 
industrial growth thus began to emerge. The harmonization studies suggested 
approaches to the problems of industrial distribution and compensation which 
had overshadowed earlier attempts to co-operation on specific industrial projects. 

The prefeasibility reports which formed the basis of the harmonization 
studies revealed the sizable industrial possibilities of Africa in definite 
terms and demonstrated the economic viability of r.umernus individual projects. 
About forty major industry sectors were examined in each sub-region, totalling 
160 studies for Africa, excluding South Africa. Each sectoral study was based 
on a careful survey and analysis of ;narkets, natural resources, input factors, 
installed capacity and existing facilities. It also formulated proposals for 
new projects based on projections of demand to 1980 and indicated7 inter alia, 
the investment and other input requirements. 
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The large number of industrial projects identified comprised four categorie~ 
which follow the size of market required for a specific industry: sub-regional, 
multinational, national and inter-sub-regional. The projects covered, inter 
alia, the following industries: bricks, ceramics, refractories, rubber, textiles 
electronics, cement, cement-based industries, synthetic fibres, beverages, 
tobacco, ·bags and bagging materials, paint, glass, leather and shoes, non-ferromc 
metal industries, engineering industries, furniture, petroleum, iron and steel, 
chemicals and fertilizers, pulp and paper, and mechanized timber industries. 

Based on the prefeasibility studies, compendia of investment opportunities 
were compiled for each sub-region. ~ presenting investment opportunities in 
summary documents, the way was opened to attract increased investments, 
especially from external sources. This step heralded a turning point in the 
Commission's activities and ushered in an action-oriented phase of effort. 
The subsequent emphasis has been on the promotion of the ;·~ores of national, 
multinational, sub-regional and inter-sub-regional industrial projects 
identified by prefeasi'bility studies. 

The first positive step in this phase was taken when, in January 1967, ECA 
convened the Conference of Industrialists and Financiers at Addis Ababa 
(E/CN.l4/392). This conference was attended by participants from industrialized 
countries and it reviewed the prospects and possibilities of the active 
participation of industrialists and financiers from these countries in African 
industrialization in the light of the investment opportunities identified. 
The Conference stressed the absence or inadequacy of appropriate machinery for 
the dissemination of information on industrial opportunities in Africa and 
recommended the establishment of industrial promotion centres. This view 
was endorsed by the Commission, at its eighth session. The secretariat took the 
necessary initiative immediately and teams of experts visited the sub-regions 
to appraise existing national promotion machinery. Based on their findings, 
a scheme for multinational promotion machinery was drawn up and considered 
by the Conference on Industry and Finance, held at Addis Ababa in March 1968 
(E/CN.l4/414). Correspondents were also nominated in the industrialized 
countries to keep in close touch with ECA in the field of industry. 

So far as national industrial projects are concerned, governments are 
making increasing efforts of either strengthening existing agencies or 
establishing new ones for their promotion. Recent submissions to the Uni t1ed 
Nations Development Programme for assistance are clear indications of this. 
As a result of the Conference on Industry and Finance, which included 
representatives of African governments and chambers of commerce, efforts 
for the establishment of multinational promotion machinery received a powerful 
impetus. The establishment of this machinery and its effective functioning 
is a matter closely linked with the establishment and operation of the sub-­
regional co-operation machinery which can facilitate multinational negotiations 
and agreements. Steady progress is being achieved in this respect. Gover!~ents 

have agreed to the establishment of economic communities 'in their respective 
sub-regions and smaller groupings are already going concerns, e.g., the Ce:rttral 
African Customs Union (UDEAC), the Maghreb Permanent Consultative Committee and 
the East African Economic Community. 
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While the countries in each of the four sub-regions have taken a first 
step towards closer economic co-operation at the sub-regional level: the specific 
measures of co-operation have yet to be elaborated. It is now widely recognized 
that tr<:de liberalization has only a limited impact in the short term on the 
economic structures of developing countries. If integration is to make an 
effective contribution to the industrial development of African countries, it 
will have to include more than trade liberalization. 

Theoretically the approach best suited to meet the development objectives 
of African countries would be comprehensive planning at the sub-regional level. 
But given the political, technical and administrative obstacles, a selective 
commodity-by-commodity approach would raise fewer problems. Within each sub­
region recent programmes of national industrialization for import substitution 
have incr8ased local capability to supply. the demand for manufacture, but this 
is often embodied either in sub-optimal sized, and therefore high cost, 
industries, or else in adquately sized industries with under-utilized capacity. 
It might, therefore be possible to negotiate selective tariff concessions on 
goods which can b~ traded within the sub-region. Such an apparently selective 
system of tariff preferences could after a few rounds of negotiation bring most 
of the sub-regional trade under a free trade regime. 

From the point of view of ECA the essential points are that: 

(a) Each sub-regional group should have an agreed programme 
of multinational development in which each member country 
finds some reasonably equitable benefits; 

(0) The areas of possible joint programmes must be studied at 
a level of technical and economic detail which makes it possible 
for groups of countries to negotiate final commitments; 

(c) At the successive stages of economic co-operation the various 
programmes must be opened up in some sort of order so as to retain 
tne cohesiveness of the sub-regional group; 

(d) Sub-regional economic co-operation presupposes the establishment 
of institutions to plan and execute the sub-regional programmes. 

The above considerations suggest a number of conclusions regarding the 
EGA's w0rk programme for the beginning of the next decade. lrJith a view to 
assisting African governments in this field, the work programme will be 
formulated to facilitate the following main, br11ad lines of action: 

£1/ Ibid, pp. 31-33 
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(a) African countries will have to set up or strengthen their 
multinational institutional machinery within which they can 
discuss and take decisions on, their collective policies and 
projects; 

(b) An essential part of the multinational machinery should be a 
civil service to advise on and promote their joint undertakings; 

(c) African countries should agree on, and find the material means 
for implementing, a number of concrete development projects 
which increase economic contacts between their countries. 

4.0 MORE RECENT EFFORTS A1~ ACCOMPLISill~NTS 

How much has the picture changed since 1968? A great deal, certainly, but 
no one can yet point to any dramatic "breakthroughs" in co-operative industrial 
development. The progress has been painfully slow. ~ite possibly, one should 
not expect a dramatic change for the better; certainly there is little reason 
to expect anything sudden. But it is suggested that a partial survey of recent 
developments in Africa leads to identification of a common pattern which has 
not been conducive to success. Based upon this analysis of a "failure pattern", 
a simple action alternative emerges. While not promising ideal results the 
alternative has the potential advantages of being effective-ti7e.1 of yielding 
concrete results) and of being politically and economically feasible. 

This section will examine the status of activities devoted to th1 eventual 
implementation of multinational industries. It deals in turn with multinational 
organizations, United Nations field assistance, and actual multinational projects. 

4.1 NULTINA'l'IONAL ORGANIZATIONS 

For purposes of analysis the following organizations have been selected: 

Conseil de l'Entente 
OERS 
CEAO (UDEAO) 
UDEAC 
EAC 

Each is briefly identified, and a summary is presented of the organization's 
activities and plans in the industrial development area. 

4.1.1 Conseil de l'Entente 

The Counseil de l'Entente, whose membership comprises Dahomey, Ivory Coast, 
Niger, Upper Volta and Togo, is headquartered in Abidjan, Ivory Coast. It 
is understood that the Entente feels that financing is the pacing problem for 
industrialization rather than the identification or definition of viable projects 
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or the expansion of markets, per se. A year ago, the Entente, together with 
Ghana, had prepared for them a study of some industries with the intention of 
arriving at a scheme for industrial allocaticn. 

At the moment the major project of multinational significance is CI~~07 a 
cement plant project reportedly valued at some .~45 million. Infrastructure, 
including port facilities and a railroad are reportedly being partially financed 
by ADB, FED, and U1~P. The E~C Secretariat has been assisting the Ententa in 
connexion with planning for multinational projects. 

4.1.2 pr$anization des Etats Riverains du Fleuve Senegal (OERS)~ 
Membership of the OERS is Guinea, Mali, Mauritania and Senegal. Its 

headquarters is Dakar, Senegal. 

During 1970 the OERS members met and agreed to the following allocation of 
industries: 

Guinea 

Senegal 

Mauritania 

Mali 

paper 
tyres 

petrochemicals 
pharmaceuticals 

copper fabrication 
iron and steel 

iron and steel 
nitrogen 

At a r0undtable meeting in Mar~h, 1971, it was further agreed that OERS 
would convene a "financing consortium" sometime around the end of 1971 for the 
purpose of lining u.p sources of investment capital to implement the allocation 
decisions. The "consortium" would comprise agencies such as l""ED1 USAID, and 
UNDP. 

It is not known what formal mechanism exists for continuously rr10ni.toring 
implementation of the decisions. It is known that Senegal has announced 
intention to construct a pharmaceutical plant to serve the Of.GRS market. 

4.1.3 ~ommunaute Economique de l'Afrigue de l'Ouest (CEAO) 

This new organization is intended to succeed the present UDEAO (Union 
Douaniere des Etats de 11Afrique de l'Ouest), whose members are M.auritan~a, Mali, 
Senegal, Ivory Coast1 Upper Volta, and Dahomey. 

?:Y OERS has been re-structured since this feasibility etudy was prepared. T'·.e 
successor organization is Organization Pour la Mise en Valaur du Fl8uve 
Senegal, Guinea is no longer a member. 
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UDEAO was formed with the principal purpose of fostering trade expansion 
among the member countries. At its request a study was cJnducted by an·EEC 
staff member with a view toward increasing the orgardzations effecti venass 
and 8Xpandin~ the scope of its activities to include other aspects of economic 
development._9} During 1970 a protocol outlining the objectives of the 
prospective orgvnization was endorsed by the governments. A draft treaty is 
presently being prepared in Ougadougou by the secretariat of the UDEAO ivith 
assistcmce from the ZEC secretariat of Brussels .i2./ The sec"'::'etariat is consider· 
ing the formation of some kind of a development corporation to deal with projectL 
in such fields as transport, communication and industry. 

4.1.4 Union lliuaniere et Economique de l~Afrique Centrale (UDEAC) 

UDEAC was formed in Brazzaville in 1964. Its membership has shift;ed 
somewhat; it presently comprises Cameroon, People's Republic of the Congo,Gabon, 
and the Central African Republic. Head~~arters are in Bangui (CAR)· 

It is understood that UDEAC is now looking for new industries to serve its 
membership. Its search is concentrating on large industries which could not 
be economic~lly installed to serve a si !'lgle one of the members. A significa.nt 
fact is that it is believed that tho existence of the "taxe unique

11 
i~ a strorlg 

plus factor in smoothing the way tov;ard implementation of any schemes which may 
develop, in that it represents "mach::.nery-in-being" for equalizing gains from 
new industrisl projects among the countr~es. 

4.1"5 ~ast African Communi!z (EAC) 

The East African Community comprises Kenya, Uganda, and Tanzania. I+.s 
headqu2.-rters is Arosha, Tanzania. 

Past EAC efforts for industrial integration include the so-called Kampala 
Agreement of 1964, which allocated certain industries to each count:.~y but did 
not concurrently estabJish an effective implementation mechanism. Presently1 a 
new effort at establishing common industries is underway, spearheaded by the 
Sub--committee on Industries of the Council of ~4inisters 1 the Common Market and 
Economic Affair·s Secretariat and tho Easi; African Development Bank. 

29/ 

30) 

"La creation d 'une Organizatio:: de Cooperation Industrielle 1 Economique et 
Douaniere ontre les Etats membres de l 'Union Douaniere des Etats de 11Jl..fr:icn-: 
de 1 'Ouest" ( unpu.blished) J .E. D:l.vid, cited in "Report of an ECA Economic 
Co-operation Mission to !.Vest Africa", E/CN.l4/478 1 18 May, 1970. 

"Rapport de mission effectuee par M.F.A. Placktor~ Centre de Cooperation 
e~onomique aupres de la CEE a Bruxelles, 22 Fevrier 1971. 
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lJotabl;yc, the EJ\.CM has contracted. for thorough feasibility studies in 
three major industries; iron and steel, automotive, and chem~cals and fetilizero 
The studies are P.cheduled for completion during 1971. A major industrial 
segmentation study vJas undertaken last year by the EADB with UNIDO financicl 
assistance, and limited EGA participation. Discussion is currently 
underway vrith ECA regcJ.rding creation of an East African Investment Promotion 
Centre to help strengthen the implementation machir"ery. 

4. 2 UNITED NATIONS PIELD ASSISTANCE 

'I'he purposo of this section is to indicate the kind and extent of current 
United Nations assistance to developing Africa for industrial development. 

4.2.1 UNDP Special Fund Assistance 

This complex subject can perhaps best be approached by illustration. 
For this purpose we have tabulated the U!I!1)P Special Fund projects relating to 
industrial development in Africa.dl/ There are thirty-six projects covering 
25 coun~ries; plus two regional projects. The total UNDP contribution involved 
averages about a million dollars per project, or about a quarter-million dollars 
per project annually. (This rule of thumb applies with l'Cmarkable consistency 
from sub-region to sub-region.) Government counterpart contributions usually 
make overall project values considerably higher. The distributio:n by participat,.. 
ing and executing agencies is as follows: 

UNIDO 16 
ILO 13 
UN 4 
FAO 2 
IBRD 1 

36 

The projects range in scope all the way from broad planning and policy 
making thro·l.l.gh "industrial studies" and investment promotion to general 
management advisory services and development of Gmall-scale industries. In the 
context of this present analysis, i-t is to be noted that only in the northern and 
eastern sub-regions is any direct support given to multinational industriesr 
and in each of these the geographical scope is sub-sub-regi0nal. In other words, 
of ~17 million a year being spent by UNDP Special Fund for high-leverage 
industrialization assistance, the cause of multinational industries benefits from 
a very small fraction. 

ll/ See appendix (section 6.0) for tabulation and supporting analytical data. 
J 
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4.2.2 The United Nations Development Advisory Team (UNDAT) 

The first UNDAT is being organized to serve the member States of 
UDEAC (Congo D.R., Cameroon, Central African Republic and Gabon), Chad, and 
Equatorial Guinea. Its headquarters has been established at Yaounde, Cameroon. 
A director has been selected and is proceeding with staff recruitment. There 
will be approximately eight professional staff members, of whom one is planned 
to be an "industry man." 

The UNDAT mission is to provide planning assistance to its constituent 
governments and to multinational organizations, including for example, the 
UDEAC. 

4.2.3 Special Trust Fund 

The Trust Fund is meant to secure additional funds not available through 
the UN. It is projected that the fund would be deposited with the ADB, and 
ADB has indicated that it would gladly co-operate in its administration sin~;1

the 

scheme is "complementary or supplementary" to the African Development Fund.l.Sr 
OAU is to appoint a team to work out articles of agreement as a necessary 
preliminary to establishment of the fund. The money would be available to 
assist any development project, the money to be spent through ECA (and in some 
instances directly by the member governments). The fund can be used to 
investigate and to prepare projects (not exclusively multinational) for 
implementation, but not for the implementation itself. The articles of agreement 
would be submitted to a meeting of the OAU Heads of State for approval. It 
is estimated that the Trust Fund will become operable in 1972 or in 1973. 

4.3 STATUS OF MULTINATIONAL PROJECTS -A SAMPLING 

The ECA secretariat has prepared a tabulation of recent major African 
industrial projectslll for the ECA/OAU Conference of Ministers of Industry, 
scheduled for May 1971. The listing includes approximately 400 projects valued 
at about 3,000 million US dollars. It includes those projects known to have 
entered production during the three years 1967, 1968, and 1969, or which were 
definitely under construction by the end of 1969. 

Of the 400 projects, only one is listed as being multinational in 
character. 'fr.;.s is a .~17 million oil refinery in Gabon, which began production 
in 1967 to serve Gabon and neighbouring countries, "who are Co-owners." 

As of February 1971 the ECA Industry Division had itself completed 28 
specific project descriptions for submission to member governments. Of these, 
s•3ven had a multinational character. Of the seven, three are "mainly national". 

}g/ It is understood that the African Development Fund comprises voluntary 
contributions from industrialized nations. It is administered by the 
African wvelopment Bank in accordance wi th.'1BRD inves+ment criteria. The 
fund stood at '!J, 3 million commi ttcd as of }!ovember, 1970. Ii: was hoped a.nd 
intended by the bank to expand the fund greatly. 

33/ "Major Industrial Projects in Developing Africa (1967 -1969)", ECA, 
--E/CN.l4/INR/l89, 18 March 1971. 
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The remaining four are an ammonia plant in Nigeria, and three plants to serve 
the East African Community: an ammonia plant, a wire drawing and tube welding 
plant, and an integrated fibreboard mill. 

A further illustration of the current low rate of implementation of 
multinational projects is given by the following. 

Early in 1971, a European aid organization sponsored a mission to Africa 
by a team of seasoned consultants. Their task was to identify potential invest­
ment opportunities in the metal working industries and to prepare project des­
criptions for promotion to prospective European investors. The consultants 
were firm in their conviction that it would essentially be a waste of the 
technical assistance money to devote any of their time to multinational industries. 
This conviction seemed to be caused by the fact that to their knowledge no 
effective machinery yet existed for implementing such projects, once identified, 
even if investors were ready to move. Similar observations by another organiza­
tion dedicated to promoting private investment in PJrica have led to total 
concentration by them on national projects. 

4.4 EVALUATION OF RECENT EFFORTS 

It can be seen from the foregoing paragraphs that, as was stated in the 
summary, "there· has been little concrete in the way of results." 111/i thout 
presenting detailed· <3Vidence·, it is suggested that in each of the cases 
dealt with, lack of progress to date may be assigned to the adoption of 
over-ambitious goals, to inadequate or in.effective political commitment, 
to severe deficiency of implementation machinery and resources, or to some 
combination of these factors. 

Since several established multinational organizations and at least one 
new or reconstituted one are now on the point of adopting action programmes 
newly aimed at the identification and implementation of co-operative industrial 
development projects, it is appropriate to question whether the new efforts 
will or will not be appreciably more successful than the previous ones. From 
the limited information readily available and which is summarized above, a 
persuasive argument could be made that the same shortcomings are likely again 
to restrict or prevent satisfactory results. The train of logic concludes that 
unless the goal-resource balance is shifted considerably, at least the first 
half of the 1970s will se6 far less co-operative achievement than the region 
needs, wants, or is capable of attaining. 
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5 • 0 NEW PROPOSAL: MULTINATIONAL INDUSTRIALIZATION AGENCIES 

5.1 THE OPPORTUNITY 

Section 4 concludes that unless goals and resources are adjusted to be 
compatible with each other, presently projected efforts for establishing 
multinational industrial projects will in all probability fall s~'ort of 
satisfactory results. Another way to describe the situation is that this key 
element of Africa's development strategy for the 1970s probably cannot be 
carried out without some special assistance not now programmed, and apparently 
not yet in the "pipeline". 

5.2 DESCRIPTION OF THE: PROPOSAL 

5;2.1 Concept and Functions 

The concept of this proposal may be summarized as follows: an 
"Industrialization Agency" (IA) would be created to serve a group of countries 
having already-established ties and common interests. OERS, UDEAO (CEAO), the 
Entente, and UDEAC are possible examples of such groups. From present information 
it seems that each of these organizations is in the process of attempting to 
strengthen its effectiveness in accelerating industrialization, the member 
States having recognized that for each of the countries to "go -it-alone" 
is inadequate. It is the premise of this proposal that each such grouping 
could derive powerful benefits from creating an _r..duatriaiization .lgency to carry 
out it3 co-operative industrialization policy. In other words, tl:l.cre might be 
four Industrialization Agencies to serve the ~¥est ar..d Central A.fri_can stat,3s. 

Indust:::ial development results, not just studies, would be the charg•a of 
the agency. This means that it would be responsible for securing new invest­
ment, together with required technology and management. One k0y to its 
successful operation would be the establishment of projects according to a scheme 
of agreed-upon principles for apportioning benefits. Thus the programme would 
be designed to distribute benefits equitably to all of the countries. To I'epeat, 
the test of accomplishment would not be studies and recommendations: but 
results. 

5.2o2 Operating Mechanism 

The agency would have a degree of executive authority to be negotiated with 
the countries concerned, and certain safeguards would be established. It 
would require an earnest commitment on the part of the Heads of State and would 
have the resources to collect, sift, refine, package and promote (internally 
and externally) projects which could serve the countries. The agency would be 
heavily staffed and manned for performanceo As indicated above, a form of 
complementation would be incorporated in the project schemes to be implemented 
by the agency. It would seek to deal with a relatively small number of projects 
which collectively would have a major impact on the industrial and economic: 
developmant of the membElr States. As a means of facilitating project implementa­
tion, the Heads of State would be invited to agree to make themselves available 
to the industrialization agency as a periodic Board of Directors to consider and 
adopt programmes of projects proposed by the agency. 
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Close association with the already existing multinational apparatus in a 
given area will be highly desirable. Firm, direct ties may be absolutely 
essential as a means of reinforcing established specific commitments and 
objectives, rather than introducing new and conflicting alliances. In any case 
it is suggested that the groupings of states identified above are logical 
locations for exploring specific programmes. The only limitation presently 
conceived on the degree to which an industrialization agency should be incorporate· 
into the existing co-operation body is the preservation of the "direct route" 
for securing specific programme approval of Heads of State. 

5.2.4 Funding Prospects 

It is likely that an industrialization agency would readily qualify for 
UNDP Special Fund support provided that it were firmly supported at the top 
governmental level by.the participating states. Similarly, in view of the 
acknowledged importance of the agency's objectives, it is very likely that 
bilateral assistance, possibly supplementing that from multilateral sources, can 
be attracted. 

In the longer run, it is considered feasible to secure the establishment 
for Africa of a "programme-funded" financial intermediary to support African 
co-operative industrial development thro11gh underwriting at least part of the 
recurring expenses of industrialization agencies and similar organizations. 

5.2.5 Expected Benefits 

The proposed agency is designed to secure new industrial projects based 
on markets shared among groups of African countries. The approach is definitely 
and deliberately not "ideal"; but the mechanism is believed to permit important 
concrete. results and to be politically and economically feasible. If field 
work confirms this tentative conclusion, creation of such industrialization 
agencies could lead to truly notable accomplishments by the middle 1970s. 

5. 3 EVALUATION AND IMPL~1Et.TTATION 

In line with the recommendations of the First Conference of Minilters of 
ECA, as quoted in section 2, and the Programme of Work and Priorities of the 
secretariat, ECA will explore with representatives of potential sponsors and 
participants, their views regarding the basic approach outlined here, together 
with their suggestions concerning the desirability of its imple~entation and 
possible changes or refinements. Once that critical task has been accomplished, 
additional actions will be planned as appropriate. 

6. 0 APPENDIX: SUPPORTHTG DATA CONCERNING "UNDP SFEGIAL FUh"D 
PRG..BCTS RELATHG '::'0 .I'!I!:CUSTRL':.L DEV..iliCF'llir<!'l' Ir A:!l'RICA 

This appendix presents data supporting observations made in section 4.2.1, 
"UNDP Special Fund Assistance". Table l lists the current projects and certain 
financial data applicable to each project. Table 2 presents a summary of the 
data and the results of some analytical calculations. 
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Table 
34/ 

J: UNDP SpeciaJ. Fund Projects-In Africa Rela.ting to Industria) Development (as of 3l.1.l97J) 

Sub-region/ 
Country 

NORTHERN 

Algeria 

Libya 

I
. Morocco 

Tunisia 
I 
I UAR 

I I 
I 
I Maghreb 
I 

I~ I Burundi 
Ethiopia 

Kenya 

Madagascar 
Malawi 
Mauritius 
Rwanda 

Somalia 
Sudan 

Tanzania 

Uganda 

Zambia 
East African 
Community 

Project 

I I 
Execd i ng JProject 1 

I I 

Agency life I I( I 
:xears)• 

• 

National Institute of Productivity and 
Industrial Development 

ILO : 5 

Centre for Industrial and Technological 
Studies 

UNIDO l 3 

Centre for Industrial Development and 
Research 
n.a. 

UN IDO 

National Centre for Industrial Studies UNIDO 
Institutes for Small Industries fLO 
Engineering/Industrial Design Development 
Centre i UNIDO I 
Centre of Industrial Studies for the 
Maghreb ! UN I DO 

National Economic Development Bank j Ui' 
Development Planning· l IBRD 

I 
Centre for Entrepreneurshl p & Management l I LO 
Management Training and Advisory Centre ! ILO 
Industrial Survey and Promotion Centre I UNIOO 

n.a. 
n.a. 
n.a. 
Pilot plant for Industrialization and 
Pyrethrum production 
n.a. 
Industrial Research Institute 
Management Development and Productivity 
Industrial Studies & Development Centre 
National Institute for Productivity 
Forest Industries Development Planning 
M<inagement Training & Advisory Centre 

I 
I 
I 
I 

Small Industry Development Programme and l 
Establishment of Industrial Estate j 
Development of Sma21-scale Industries 

I 
I 
I 
I 
I 

East African Development Bank, Industrial! 
Studies Unit I 

·-

Ui~IDO 

Ui'JIDO 
I LO 
UN IDO 
ILO 
FAO 
ILO 

UN IDO 
UN IDO 

UN IDO 

4 

5 
6 

5 

5 

4 

3 

5 

6 

2 

3 

9 

5 
7 

5 

6 

5 

5 

3 

3 

Tota I I I 
value l 

I 
S mln.l 

5.4 

1.5 

6.2 

1.8 

3,4 

2,3 

2.1 

.4 
2, 7 
1.4 
1.3 

.6 

1,9 

3.8 
1,1 

1.3 

1. 2 

2.6 

1.8 

1. 9 

.9 

.6 

UNDP I Govt. I 

contribu-lcontribu-
1 

tion $mln.1tion $min • 
I 
: 1,8 : 3. 7 

.8 

.9 

.8 

1. 1 

1.0 

1.5 

.4 

1.6 

.9 

.9 

.s 

1.5 

1,6 

.s 
1,0 

.9 
1.5 

1.1 

.7 
,6 

.3 

I 
I 
I 

.6 

5.4 

1.0 

2,4 

1,2 

,6 

.o 
1.0 

I' 
,,) 

.4 

.1 

.4· 

2.3 
.s 
.3 

.3 
1.2 

.6 

1.1 

.3 

.3 

34/ Adapted from: UNDP Projects In the Special Fund Component, UNDP, DP/SF/Reports, Series B, No. 11 
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Table 1: Cant I nued 
---

1 IProject 

1Sub-regi on/ i l E xecut i ng 1 I Project I I 
1 ,life 

:country I 
1 Agency 1 

I 
I I · '(years) 
I 

I I 
i 

:WESTERN I 
I 

I 
I 

~---I 
I 

:Dahomey 
I 

I n .. a. I 

IGhana 
I Management Development & Productivity I 

I I 
I 
I 

I Institute I LO 5 
I 
I Assistance to the Ghana Industrial ! 
I 
I Holding Corporation UN IDO 4 
I 

lGul nea National Centre for Management I 
I 

I 

I Training and Development I ILO 
I 6 

I 
I 

I 
I I 

:Ivory Coast Assistance to Industrial Development 
I I 
I I 

I : UNIDO 
I 

I Bureau 3 I 

I 
I I 

I Liberia Assistance to the Departme.nt of Planning 
I I 
I I 

I 
I I 

I and Economic Affairs I UN I 61 
I 

I 

I Mall 
I I 

Assistance to State-Owned Enterprises I ILO I 3 
I 

I 

l Mauritania Assistance In Economic Planning I UN I 
2 I 

I 
I 

l Niger Feaslbi llty Study for the Industrial 
I 

' I 
I 

I I ProcessIng of Mi llet FAO I 3 
I I 

I 

l Nigeria 
I 

n.a. 
I 

I 
I 

I I 
I 

l Senegal I National Society for Industrial Studies 
I 

I 
I 

I I 
I 

I I and Promotl on (SOi'EP I) UN IDO ' 3 
I I 

I 

I I 
I 

1 S l ei·ra Leone I Assistance In Development Planning UN I 3 

I Togo 
I 

I 

I 
Sma 11-sca 1e Industries and Industrial I UNIDO 

I 
3 I 

I I 
I ~ I 

I Upper Volta n.a. 
r I 
I I 

I 
I I 

I 
I I 

I CENTRAL 
I 

' I I 

I I I 

I Cameroon Centre of Assistance to small-and 
I I 
I I 

I 
I I 

I medium-size enterprises, Douala I ILO I 2 
I 

I 

I CAR 
I 

n.a. 
I 

I 
I 

l Chad 
I 

n .. a. I 

I 
I 

:Congo, D.R. Assistance to State Enterprises I LO 3 
I 

I 
1 Equatorial 

I 
I 
I 

:Guinea 
I n.a. 

I i 
l Gabon I n.a. I 
I I 
I I 
I SOUTHERN** 

I 
I 

I I 
l Botsv1ana I no a. I 

! Lesotho 
I 
I n.a. 

i Swaziland ' Small Enterprise Handicrafts Development I LO 3 

' ' I 
I 

l REGIONAL 
I 
I 

I 
I I 

i A 11 African Development Bank -Pre-
I I 
I 

l I 
I 

I Investment. Unit 
I Ui'! I 5 

I 
I I 

l All 
I 

African Institute for Economic Development I 
ft 

I 

and Planning (Dakar) 
I I 
I Ui~ I 6 
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hotal I Ui~DP IGovt, 
I I I 

l value l contribu-:contr lbu-

I 
I 
I 
I 
I 
I 

I I 
I :fim ln. 1 tion ~~mln, ltion $mln.: 

I 
I I I 
I I I 
I I I 
I I I 
I I I 
I I I 

' 
I I 

I I 
I I i I I I 
: 1,4 .9 : .6 I 

I 
I I I 

I I 
I I 

1.6 .s : • 9 i I I 

' 
I I 

! I I 
I 

1.4 
I 

' 2.5 I 11,1 I 
I 
I 

I 
' 

I 
I I I 
I I I 
I 

.8 .5 
I .3 I 

I I I 
I I I 

I 
' 

I I 
I I I I 
I I , 
: 2. 1 I 1,7 .4 

I 

I 
I I 
I I 

: 1,0 
I 

0.9 
I .1 I 

I I I 
I I I I 
I 

.6 
I ,5 I .1 I 

' 
I 

' 
I 

I I I I 
I I I 

' I I I I 
I -I 
: 1.4 I .s 

I 
.7 

I 
I I 

I I I 
I I ! I 
I I I I 
I I I I 
I I I 
I I I 
I I 
: 1,0 I ,5 .5 

! 

I 
I 
I 

I I 
I ,3 I 1.0 ,3 I 

I 
I I I 
I 

1,0 
I 

.4 "6 
I 

I I I 
I I I 

' 
I 
I ; I I 

' 
I 

I I I 
I I I 
I I I 
I I I 
I I I 

.7 
I 

.3 
I 

.4 I 
I I I 
I I I 

' ' 
I 

I I I 
I I I 
I I I 
I I I 
I 

1.3 1.0 
I 

.3 
I 

I I I 
I I 

' I I I 
I = I I 
I I I 
I I I l 
I I j I 
I I I I 
I I I I 
I I I I 
I I I I 

I I I 
I I I 
I I I 
I I I 
I I I 
I I I 
I I I 
I I I 

1 5 : ,9 
I 

.7 
I 

l 
I 

' I I 
I I I 

' 
I I 

' 
I I 

i 
I I 
I I 

I I I 
I I I 

4,9 : 3.0 I 1.9 I 
I I 

I I I 
I I I 
I I I 

I I I I 
I 

7.9 : 
I I 

I 6.2 1. 7 I I 

** 
Usually included in the Eastern Sub-ragion but here tabulated separately for emphasis. 
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CASE N° 7 : A MULTI-liiA'l'IONAL INVES'MENT CENTRE 

.OP.!EH.ATI0l'J .OF 'J.lHE DEVELORr2NT DIVISION (DDIV) 

OF 'I'HE MULTINA'IICNAL DEVELOPMEN'I' BANK 
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INTRODUCTION 

Effective 31 March 1971, the Multinational Development Bank (MDB) 
established a new division to organize and carry out a systematic 
programme of projec:t develoJ:ment aimed at further increasing the Bank's 
contribution' to the industrialization of its members states. The new 
di v:i Gion is called. the Develo:pnent Division (DDIV) Formal announcement 
followed extensive preparatory work which had been in progress for at 
least two years, and in which the ECA Industry Division at various 
times played an active role. 

As a part of DDIV's activation, it was decided to concentrate on 
the installation of an operati<;>nal_ approach designed to multiply the 
effective capacity of available technical resources and to achieve 
concrete results (new industrial investments) in a minimum of time. 
Accordingly, a 'relatively comprehensive set of operating guidelines 
has been developed, including an operations l'l'lanual and "sample" pro~ject 
brochures, among others • 

.. Since a nUmber of officials of African industrialization agencies 
have expressed interest in studying the detailed approach being 
implemented by DDIV, initial versions of five of the relevant documents 
are reproduced-on the following pages. 



MUL'riNATIO:NAL DE,'VELOR\IEN'r BANK 

I 

OPERAIJ.
1
IUNS MANUAL 

, EjCN. 14/INR/200 
Paf$8 111 

FOR THE DEVELOPMEN
1
r DIVISION (DDIV) 

Dovelopnent Dj.visi0.n. 
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1. IN£hOLUC'l
1
ION 

'1
1
he purpose of this operations manual is two-fold: 

1) To explain the present conception of DDIV1s role within the 
MDB syste'!l and its intended means of carrying out the 
assigned role; 

2) To provide an organized body of ~pecific instructions and/or 
guidelines for its own personnel's use in accomplishing the 
objectives. 

It is fully expected that many of the specifics described in the 
manual will change or evolve as more operational experience accumulates. 
The present operations manual should therefore be regarded as a 
"baseline" document, a starting point. 

The ~anual is organized around the nominal flow pattern for a 
project going through the bank under the guidance of DDIV. Section 2 
defines the terms of reference formally assigned to DDIV by the Bank. 
Section 3 presents a summary of the expected project flow and identifies 
the successive stages of a project's life cycle. Section 4 describes 
the elements -tasks, documents, and decision points -comprising each 
stage. Finally, Section 5 provides a listing of related documents, 
such as specifications for preparing required reports, which have been 
issued separately and are incorporated by reference as parts of the 
DDIV Operations Manual. 

2. THE DDIV TERMS OF REFERENCE 

The objectives of DDIV have been succinctly stated as follows: )2/ 

(a) To bring into existence industrial projects which, without 
MDB promotion, might not have been established or established 
only at a later stage. 

(b) Thereby contributing to the efforts needed in effecting and 
accelerating balanced and integrated industrial develo:pment 
of the Member States. 

(c) To establish the Bank as a co-ordina-tor of "multinational" 
industrial projects which in one form or another require 
the co-ordination of production and/or distribution (including 
export) within the Member States. 

J2/ Source: Position Description for Manager -Development Division, 
MDB, .31 Marc.h7 1)7 i 

,. 
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As a further guide to DDIV operations the following broad list of 
activities has also been provided: 36/ 

(a) Preparation of co~plete feasibility reports of apecific 
projects identified by the Planning Division (PDIV) and ap­
proved for promotion by the Genera1 Zandger. 

(b) Cortact for tho purpose of acquisition of technical expertise 
(e~g. U~IDO, ~orld Bank; bilateral ~gencies: consultants: 
possible technical project .J.Xutners) wh€n necessary to carry 
out feasibility studies and prepare reports. 

(c) Criteria for feasibility and viabilityc 

(d) Promotion of projects that meet the requireme11ts of feasibility 
and viability. 

(e) Technj_cal assistance to investors in preparation a.nd irnplementa·­
tion of project plans. 

(f) Co-ordination of·r.1DB' s pro~otion activ~.ties wit,h chose of 
national develo:pnent corporations, national develofment banks 
and other financial institutions: such i11stitutions as EGA, 
the Secretariat of the subregional econorn.ic coc,pcration 
organization (EC0)1 eto. Possible technical assistance in 
this connexiono 

(g) To bring in the necessary local financial partner(s) at an 
early stage of project praparo.tion and c. tuc:hnical pa:ctner as 
eRrly as pcssible. 

(h) To develop the Division ~.n suuh a way that cos+.s fl':r' pro~ect 
preparation and tbchnioa~ ass~stance can be recove~ed from 
implemented projects ~o that the Division after the initial 
years of establishmen-t; vJill 1)e able to cove::..~ its own costs, 

(i) v~henever feasi bl.,, to submit feasibility reports i;o the 
Boarci :for principle approval of -the Bank's parti·:::i.r:.tion. 

( j) 1\) accept, after approval, project proposals for preparc .. -
tion and promotion and prepared projects fo:•.' prOr1otion from 
other bodies that have identified and prepared those projects. 

Together1 the objectives ana the activity list fcJ~ the official· 
terms of reference for DDIV. It will be seen tha+. tney ar~ at the same 
time very specific and very flexible, rcquj ring a grea·c de·l.l of inter­
pretation fo1· ''reduction to prac-b ce 11, The next section SUm'Tlarizes 
DDIV1 s operational interpretatioP 'Jf its role by de:t'inint", a series of 
successive stages through whi oh cc project 1:ill normally progress< 

--------- 36/ Position Description for Toranage~ ··· Developnent D:i_vi.sion. ;.rDE, 
31 March, 1971 e 
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~· SU~MARY 0F ~rl~ PROJECT FLOW 

Six stages in the life.of a project have been defined as an aid 
to orderly definition of the tasks, the documents and the decision 
points comprising the tot~l project life cycle. The six stages are 
the following 

1 0 The idea stage 

'2e The identification stage 

3o S!he pTe·-feasi bili ty stage 

4· The feasibility stage 

5· ~'he project planning stage 

6. 1'he implementation stage 

'l'hr:J co;nplete J[./ project life cycle is shown in the ac>Jempanying 
schematic diagram (see following page). For each of the six stages7 
selected tasks, documents, and decision points have been separat~ly 
identified and coded by symbols. E;ach of the symbols is further 
identified b.y a three·,..d_igi t nu'Tl ber which indicates the paragraph number 
in which the reader rray find further details" 

It may be noted that a project with \'lhich DDIV will be concerned 
may enter the system at several alternative points, depending upon the 
stage of its definitio~ when the bank first becomes involved. In 
princip::.e~ if the project is received in the "idea", :'identification", 
or "pre--fea.sibility" stage, it will be dealt with during part of its 
life by DDIV. If it arrives at a la·cer stage, it may go directly· lio 
the E'valuation Division and DDIV' s services may not be needed" 

4. DE.F'INI'i'ICN OF OP..:JhA'l'IONiJ.L S'l'AGESt 

'I'ASLS~ DOCU.1E}Ijll'S; Al'~D D:1CISION POHJTS 

This section systematically defines each of the project flow 
elements appearing on the "operational project flow diagram

11 
(previous 

page) o Paragraph nuMbers match the th:ree-digi t num bero appearing on 
the diagram • 

37/ The iiagram is 
overall operations. 
no participation by 

not intended to be complete with respect to MDB 
1 

s 
1'

1
or example, projects may come in which require 

DDIV1 but go instead to the Evaluation Division. 
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The diagra'll and the descriptive paragraphs assu.me that at each of 
the decision points a favou.rable decision is reached. In other words, 
that every project which enters the system continu.es throu.gh into the 
implementation stage. (While we have no estimate now of the "dropou.t 
ratio" there is no tiou.bt that some projects will fall by the wayside.) 

4.1 THE IDEA STAGE 

4.1.1 Statement of Idea 

A project idea ~ay originate from any one of many sou.rces. 
Some examples are: private investors or entrepreneu.rs, govern'llent 
ministries or their related indu.strial pr~otion organs, national 
develoPment corporations, the ECO ~ secretariat and the MDB itself. 
MDB throu.gh its Planning Division TPDIV) is expected to be a ~ajor 
sou.rce of project ideas, based u.pon an extensive series of sectoral 
stu.dies which project demands and indu.strial capacity growth throu.gh 1980. 

A project idea which originates ou.tside the Bank maY enter in the 
form of a letter, with or withou.t accompanying data, depending u.pon 
how far the sponsor has gone with his own investigations. 

4.1.2 Apply Filters 

Before accepting a project idea for fu.rther work, the Bank 
screens it, u.sing a number of "filters", to make su.re, or increase the 
probabilitys that the Bankts participation in an eventu.al project wou.ld 
be acceptable to the Board. 

The filters inclu.def but are not necessarily limited to, the 
following: 

Is it within a reasonable size range? 

:a a similar idea being actively pursu.ed by others within 
the Member States? 

Could the project probably proceed without the Bank's 
involve'llent? 

Wou.ld the Bank's participation contribu.te to earlier 
realization than probable throu.gh alternative sponAor­
ship? 

Is the project compatible with appropriate priorities 
for indtl.strial developnent as ju.dged by the Bank 

1 
s 

Planning Division? 

Screening according to the filters is accamplished mainly throu.gh 
discu.ssion; no report is issu.ed. 

;&/ The Subregional Economic Cooperation Organization. 
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If the idea passes the filters ~entioned in the previous 
paragraph, a decision whether to go further will be based upon com111er­
cial and social considerations. 'l'he decision v-;ill be deter111ined or 
influenced by management judge..,Lmt concerning likeli.hooC'. of eventual 
successful implementation, the expected ease or difficulty of assembling 
a project team and securing necessary government approvals, the availa­
bility of funds and other judgemwnt elements~ 

A favourable decision will move the idea on ~o the 
1
~roject 

identification" stage. 

4. 2 THE ID.B;N'l'IFI CA'Jll ON S'l
1
AGE 

"Identification" refers to the early stage of pre-feadbility 
work. We refer t0 a project as 11identified" when we are coavinced that 
a reasonable probability exists that a viable industrial opportunity 
can be defined. 

4.2.1 Identification Studies 

'l'he term "identifi.cation studies" refers to the body of 
work which must be done to gather enough information and tc perform 
enough analysis and synthesis to convince the Bank management that a 
project has been identifiedo In other words it should 03 ~ossible to 
conclude either that there is a reasonable probab{lity that a v~able 
project of interest to the Bank can be defined, or that ~he project 
idea does not meet that criterion .~d should be dropped. 

'rhe direction of the studies is deteiTnined by judgement 
depending upon the nature of the prospective project. r1arke~ studies, 
raw material surveys, transport factors, cost-volume relationships are 
same of the ele111ents which may com111and attention at this stage~ 

'rllis task 1vould normally be performed by the Plarmi.ng 
Division (PDIV) if the ·project idea originated there. If it o:riginated 
outside, either DDIV or PDIV mig!1t take the lead, depending on .vork 
loads. 

4.2.2 Technical Assist~nce 

It is possible that specialized technital skills beyond 
the capability of the Bank 1 s sliaff rnay be rec_:L:ired before an irl.entifica­
tion decision can be reached. In that. eventtechnical assistance will 
be sought fram private or public sources, on an opportunistic basiso 

... 
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4.2.3 .!:.!.£_;ject Identification Report 

A Project Identificati::m Report (FIR) will be the forrnal .. 
basis on which a decision whether or not to "identify" a project will 
be recommended., .IJ'he PIR will contain a cempem~ium of relevant data and 
analyses and a statement of the recommendation and its basis. 

4.2.4 Thd "Identification'~ ])~ion 

Based on the PIR (above), three decisions are possible~ go 
ahead to the pre-feas::i.bility stage1 drop the idea or perform further 
study work to support one of the first two possibilities, If the 
decision is positive the project has been "identified" and it moves 
on to the prefeasibility stage~ 

4 d THE PRE-FEASIBILITY srrAGE 

The pre~-feasibili ty stage leads up to the p11blication of 
a pre-feasibility ropor-:; called "Document An; wh:i,ch can be used to.·. 
enlist local investor interest and government support .. 

4.3.1 
11
Translation

11 
.19 Project ~ormat 

The "t:renslation11 task, in its simplest fonn may be nothing 
more than an editing· job: selecting material from the identifi.::ation 
report and packaging it in a fonnat that can be used outside the Bank 
t0 enli..rl: local :investor interest ancl government suppvrt for th(:j project 
proposal. More g·enerall,y it ~~~ill involve the production of somewhat 
more di.etailed cost e:::timatGs1 conr'irmation of one or more critical 
assumptions~ furth·3r research concerning the market parameters, or what­
ever key invest5.ga -l;iom: are considered necessary to enable. the resulting 
document tv accomplish its mL3sior.. 

4 d. 2 Te,chni ca) A.::J.Eista!_lC~ 

As :.n Section 4.·~.2, it j_s possible that technical e~pertise not~ 
directly available to -:;be Bank 1-1ill bG necessary to complete the 
preparation of an effective pre-feasibility report. Acquisition of 
technical assistance tvill be undertaken as required. 

4.3.3 "Dvcllment A
11 

Pre-feasibj.lity Report 

"Document A" is one of two principal outputs of the pre­
feasibility stage. As indicated earlier, it is designed to.enlist 
local investor inte:rest and government support for the project. Details 
of the require,.,ents fOI' preparation of Locu,.,ent A are given in the 
"Guide to Preparation of Docurr1ent A (pre-feasibility)" and "An Industrial 
Alcohol Project for Country G, L.lustrati ve Sample t f Docllment A".., Both 
of these documents ha'Je b6en published separately for use by project 
officerso 
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The Study Plan is the second ~ajor output frOm the pre­
feasibility stage. This document lists aspects of the project required 

to be studied further to establish the project's feasibility. The 
tasks may concern ~arkets, technology, costs, product design or other 
subjects. It also estimates the amount of work involved in each task 
and potential sources of the necessary skills. 

Once the Report and the Study Plan ~re complete, the project'may 
be considered to have entered the feasibility s-r.age. 

4·4· THE FEASIBILITY S'I'AGE 

The feasibility stage may be short and relatively simple, 
or it may stretch out seemingly forever. It is complete when there 
exists a "project prospectus" which purpc:rts to satisfy the requirements 
for establishing feasibility and viability. This includes relatively 
detailed cost breakr~owns, production processes, equipnent lists, and 
marketing details. Before this point is reached, it is expected that 
a "project team" of imestment partners will have been identified (and 
that the Bank's Board will have agreed in principle to ~mB participa­
tion). 

4·4 .1 Enliatment of ~.ocal :·· .ves.tor Interest 

Before embarking on any ambitious or detailed studies, it 
is in~ended. to secure expressions of serious interest from local in­
vestors. This will be done based upon the pre-feasioility report, 
and will be a condition of going further. 

4•4•2 Acquisition of Government Support 

Similarly it is considered essenti~l to obtain preiiminar3· 
indications of syropathetic interest and support from some or all of 
the government agencies which will have to give their formal approval 
at a later stage. 

4 • .4 .3 Detail<>d Fu.,:' '-l:,ili ty Studies 

diagram, 
studies. 
the Study 
to,any of 

This is a broad task and, as indicated on the project flow 
there are related events which occur part way through the'ae 

The feasibility studiel:l would be p6rformed in accordanct:.. with 
Plan (section 4.3.4) and ~ay include, but are not limited 
the following:-

Products -markets -marketing 

Materials -substitutes 

Process -plan -equipment 

Manpower -services 

-------------------------------
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Organization -management -k: )W-how 

Location -transporta~ion 

Legal, fiscal aspects -licensing 

Investment costs-capital structure 

Pricing of inputs and outputs 

Social desirability 

4.4.4 Technical Assistance 

Specialized technical expertise will ~e acquired as neces­
sary to fulfill the study commitments. It is anticipated that a major 
source of up-to-date skill will be the community of existing business 
enterprises throughout the world specializing in the field of the 
project being investigated. It is likely that such contacts may lead 
to the enlistment of inves~ent partners for the project. 

4·4•5 "Do.cument B" :intermediate Feasibility Report 

At a point t.o be a.ete:rmined for each project, an interme­
diate feasibility report is prepared and submitted to the Board of 
Directors for in-principle endors€'Tlent of the project. This step is 
crucial since it en;:~bles the project to be aggressively "sold" to 
project partners on the basis that i-~DB b_E;llieves. in .the project enough. 
to back it financially. 

This report is based largely upon "Docllment A" (Sectiou 4.3.3). 
It contains refinements based on later study work. It also contains 
the reslll ts of negotiations with prospective investors and with go ... ern­
ment allthorities. A tentative makeup of the financing package is 
present··.d, including· any special conditions con-templated by any Of· the 
parties. "Docllment B" is fllrther defined in the document "Gllide to 
preparation of 'Document B 1 (Intermediate Feasibility Report)". 

4.4.6 Board Endorsement 

As indicated above, it is expected that the MDB Board will 
be requested to give its tentative _approval to a project at some time 
dllring the feasibility stage. The purpose of this step is partly to 
obtain the Board's sanction for continuing to devote attention to the 
project, but especially to place DDIV in a position to make serious 
overtures to prospective project partners tased upon the Board's"s"tamp 
of approval". 
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It is considered normal and desirable to have obtained at 
least tentative commitments frCJrri a full set of prospective rc1embers of 
the project team d1uing the feasibility stage. This has the e.dvantage 
that detailed studies may incorporate special needs or parameters de­
termined by the :i.denti ty of specific partners. In this wa;y· the resu.l ting 
project prospectus will almost surely be acceptable in moe·~ respects 
to the ultimate team memberso It is also intended that a major part 
of the burden of carrying out the feasibility studies will be borne 
by the t.U·ospect:i. ve partners o 

It may almost be inferred that if it is not possible to identify 
and obtain tentative commitments from team mern bers at this stage 1 
there is something wrong with the project. The alternative, of course: 
is to use the project prospectus as the basis for finding partners; 
but this procedure often requ.ires time-consuming "repeat" studies to 
establish key data and conclusions. The "repeat" problem arises beca.use 
the original results would almost inevitably conflict with certain 
conditions specific to the prospective partner being pu~sued< 

4•4o8 1he Project Prospectus 

Given tentative Board endorse~ent and tentative commitments 
from the other intended tea.!l members, the project prospectl:s becomes a 
baseline document upon which the parties can establish the:L:.: rr.LJ.tual 
commitments to COmplete detailed implementation planning ~.nd to go 
ahead with physical implementation. At this stage all quoshons 
materially influencing the project's viability shou~d-hava been resolved 
or the areas of uncertaint~' reduced to tmimportant dimensio'1So 'llhe 
respective cont~ibutions of each of the partners to the project appear 
as n part of this document or as an accompanying exhibit, 

As mentioned in Section 4.4 o 7, in cases where the team ;1as not 
been completed before issuance of the project prospectus~ lihat document 
becomes the basis on which recruiting activity then pl'Ocoed8n 

4.4o9 Implementation Decision 

When the project, prospectus and the te~n are both complete, 
the decision to go ahead can be made formal. One of the participants 
or his agent will normally be agreed upon as the team manager for tho 
planning and construction phases, 'rhe NDB Board vwuld. at this ·Hme 
agree -to the final participation formula and approve nece~sary contractso 

With this step completed, the project moves into the Qetailed 
project planninB stage. 
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L! o5 TEE ~"HOJEC'I' ~~r.ANNING ShGE 

Ai'tc::: t'H" implo;n "r:tc:tj_e-.:, Jecj_sicn iB mc:.:1.e ~ there aro usually 
rriany pl<:unin:3· dGtaiL; to ~)'" C'.';J·::l-~t ... o." ·J:l.b.c::::e ma:y · i:rrVo].ve final equip~ 
ment uurc~s.Ginc,~-G'Ot=JCif:i.0&.:1;iono and. del:i.verv sch,3dtlle8" c.:onrole-~ion of ~ · -V I ~ 

the prGjcct managernont a~d techn~cal cadre, su~uission of required govern-
ment docunenta".;:i.on fo:: .lioensiug a.'1c1. nHc:::sDe;J:>y :i.mp::>l'ts, ar1'angeme11ts 
with construction coll~~dctors~ and oth~~s. ~~ is frequently the case 
that this ylannL1.:_:; s·:~ag:.:: .:;verla;..~;; ·t;;l.~ physical :·.mpl!2msr.tation stage, 
since the E:i tc p:c'CJ~'L.L:·'<'.t:i.o:~ ar·d. cc·~ls·tr·utJtion r:;ycls roEW logicc:lly "begin 
beforeo: fi.nc..l eq:aip;;·i2llT 'JLl::chas·c. ccc:'11i·cmellt..> lldCd Go hs madeo 

4 •) o ~ !~:!;.1]:->:.L F!_2j_::_:;...:L.:V..:..~1;~:1" s; 

ri'hiG t.~,:1t l'E.'fGrS to n:...'8P'lration o.f documents to form the 
basis fo:c ocn::;tncc·i;j_on an:i/o:~1 ptl;·ch~~EJ -=-·~·!'ncmoEts to cover the physical 
project, a::' ~-:ol1 as ,c:,u;h j_:npO.L't;::-,nt i·:;(rnu nc ;:Jllpply a.nrl dist:ri1:>ution con­
tl,act;J7 tc .n~::(ll:.J c~1]y· .::.. f't3.t1~ 

4 ~ 5 ·· ~ ~£:~~<_:_~~:,.D;c_~~:~u_g!1,~.~ 

!·{~En ,_;·~ann·L.:,r; hJ.i: p:cogc:::sscc'. ·:a.:r Gn.ough, tl.lo constt'nction 
schedUJ.":J l3 c;dt C.,·.~(~ u·~:l::.::_j_)nJ'3E·~ <J('~_.t-.act." arE ')<H::Cd UfOn t.h.qt be;1cb.mark~ 

Other comm -:r·: ci ~:1 e:~r;:~':.>smu.nts ::.:'c1L .. :~~reo :;Jlc'.C8. 1\'ia:..lai;E'm :mt cor. tracts, if 
any, are cJ.:-,;c c0:1')h:::.:·cL ih.n<-J.>"ci;•J. at;rGGmo.T~n snoh as su:o::;liers! credits, 
loan difl· .. :.'.;3rr;en·:, ~·~rl':.J.ulo·.; ;cc~ld oi:1·u;r:"1 a:c;:: c;Ollc1udod. Secur:i.ties issues 
a!'e :p'.ci: i:11~c fir·o-:). :fu:;::~;o 'l

1
l:;·: :::ur, o.i tbcse cE·.rerDG o.cti,h.ties constitut0s 

the 11lhnal Go:!T'~ ·'."':::--·a:,·; .:11,. 

4 c 5 o 3 r_r_~ .l ~; --~~:5?~ !~ .. }_S:.·~~ ..... ~---~--f~~~~: 

I:3r -S.~:.i~..) ·Jiir_i':~; -~:)() T1"1I1.C.l.L 

bound loc~ca.ll,i j.rd:0 one: 'luc·;,,,;,::..~. 

documentB r.Ja)' be : .. '0j:C>.'J:' :cl tc: <..;.:.; tl:e 
major cemm·'.tmc:nt · HilL~. ;::;.:-.~1udu.::.o:~, rn~:.y 

the Project Pl~no 

4.6 'rHE :::;crPLEl:El\fTA'l'IO:l'I S~
1
AGE 

i. ' '] • t n 11 f "·+ t b r. :'J·,;R:t . .J~~J. s ·2 :. o:., :.J. ·. o J. k o e 
~rhe :.::Ll:ri total of the comm i ~·:nent 
?:J,j•Jct Plc.:l. A ~Jllrllma:t·y of the 
~l~r be cc~~ilcd and referred to as 

Sect1on 4·5 mu:i,ion·)f'. that implernentation may often begin 
before the planning dl;eg~o ~l.s compJe-L8cio The bouncic .... y be~ween the two 
stages is p?:·obably r;o·: VtJr·y C:i·i.Jp. J:k".:; ~he ·b·:1ginning of the phys:i.cal 
implernentn.t:ion iz n~' .. l::.l1.:v a 'dc:J.l-r,ia:r~ced. 2:c1d j~w-~ifiabl;y .::elebJoated evento 

4 6' 'J p!--<'' -i 'n "J T ' 'l ···r ·~ . ~ J.; · 
• , _.,:!;L.:;:.~:..S~·r,!..l,;::;:..;;;..:).~.~;;.."G~c:;_v.:,:..£!.1 

'.:!:'his .~e·';i-,:::.ty <~su:.1lly begL1r.: Hi·[;il s~ te preparation and 
hopefully co:-'.tim1_··":~' :i.~;J~o ;. lo.Yl,!. ~1r1d ~>:>:'·:::>f::.ta.01H pGriod of pL1;.1t operations, 
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4.6.2 Withdrawal from Pro,iect Management Activity 

At some time during the planning stages, perhaps after 
construction has begun, the Bank withdraws from active participation in 
project management. (E.g., it may have been a rnem ber of a project 
task force established to assist the team leader*) This is a decision 
which is taken, hopefully, when it is clear that the project can make 

' its way alone. 

4.6.3 Investment Supervision 

This term denotes a formal Bank activity which begins from 
the time the Bank finally commits its financial participation. The 
Bank carries out this task through a special staff, employing established 
reporting and consultative procedures. It is aimed at fulfilling the 
Bank's responsibility to safeguard its investment. 11

1
he fu:nction continues 

indefinitely, .and is usually complemented by placing a Bank nominee on 
the Beard of Directors of the enterprise. 
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5· APPENDIX: LIST OF DOCUMENTS 

INCORPORATED BY REFERENCE 

The following MDB· documents or their latest revisions are considered 
to form parts of this operations manllal. Their functions may be inf'.errec. 
frcm the titles: 

Guide for Preparation of "Document A" (Pre-feasibility) 
22 July 1971 

a Industrial Alcchol Project for Country G (Sample of Docum~nt A) 
22 July 1971 

Guide for Preparation of "Document B" (Inte!'lnediate Feasibility 
Report) 
28 July 1971 

Position Guide: Manager, Development Division 
1 1'/farch 1971 
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II 

.GUIDE FOR PREPARATION 
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OF "DOCUMENT A" (Pre-feasibility) 

Development Division 
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1 ~ INTRODUC'l'ION 

The purpose of this guide is to describe requirements for the 
pi~paration of the first presentation document to be issued in conrtexion 
with a specific project being prepared and promoted by the DeveloPment 
Division (DDIV). The document, called "Document A", is a pre-feasibility 
report based on the project identification studieso (For more details 
on the relationship1 see the DDIV Operations Manual , dated 27 July 1971). 

This 11gtiide11 is intended to provide gguidelines, as the title 
implies: not a fixed specification. We should like to indicate the 
general content and level of detail judged appropriate for two purposes: 

1) to attract the interest of local investors, and 

2) to gain the support of government officials. 

The guide provides a specimen table of contents and describes 
the kind of information desired under each of the main subject headings. 

As a further illustration of specific content, please see the 
illustrative document, "Industrial Alcohol Project for Country G" Nhich 
presen-ts a live example of the "Document A'' pre-feasibility report. 
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2. DESCRIPTION OF REPOhT CONTEN'.:.'S 
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The following pages describe each of the main sections st1ggested 
for inclllsion in a pre-feasibility report at the ''Docllment A"· stageo 
It is emphasized that sllb-strllctllre will freqllently need to be tailo:Ped 
to the natllre of a specific project; the project officer preparing a 
report mllst exercise his ingenlli ty to present the project in a manner 
consistent with principles of clarity and fllll disclosllreo It is 
desired tha·~ a reader be enabled both no llllde:rstand the basic characteris­
tics of the project and to assess it 

11
on its merits"Q 
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2.1 Introduction and Summary 

'fhe p1upose of this section is to present a capsule description 
of the project's nature and of its projected results. In a few sen­
tences, this should allow a reader to decide whether to go on to 
examine the rest of the report. 

2.2 The Opportun!~~ 

The purpose of this section is to describe the business opportunity 
available or potentially available. It is necessary to convey an under­
standing of the proposed produ.ct; the market intended to be served; 
the dynamics of the m.arket, inclu.ding such things as price fluctuations 
and competitors' activii;ies; and special factors.(such as favou.rable 
availability of a key :i.npu.t or of a newly proven technological process, 
or specifie governmental measures) which g:i.ve the project its distinctive 
character and provide a "competitive edge". 

2.3 Description of the Project 

The purpose of this section is to define the physical aspects of 
the project. ~xcept where some elements have been pre-empted by 
earlier sections, it is desired to provide an orderly presentation of 
subjects including, but not limited to: 

product range and. volu.me 

production processes and facilities 

inpQts~ costs and availability 

prices 

distribution channels and promotion techniques 

special considerations su.ch as transport, taxes~ licensing 
arrangern ent s. 

Where significant choices need to be made after fu.rther analysis, 
as between two co.,peting technical processes, the rationale should 
be summarized. Reasons for selection of the project size shoJ.ld be 
indicated, as for exampler market penetration potential, or limi ta­
tion on r~w material a?ailability. 

2.4 Tentative Financial Analysis 

The purpose of thiE section is to display in as specific a manner 
as possible the expeotGd financia~ characteristics of the proposed 
project. This would normally require as a minirnu.m the provision of 
a proforma income statenent, an analysis of the reqQired invest.,ent, 
and a · eek-even analysis. In some cases a cashflow analysis WOQld 
also be indicated. 
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It is expected that, at such an early stage, broad areas of un­
certainty must still exist. For example, it will probably not be possible 
to give detailed cost break~downs and convincingly detailed equipment 
lists. Nevertheless, the exhibits should ae prepared in a form that 
allows existing estimates and/or judgements to be displayed. It is per­
fectly acceptable to show a total cost figure from which only one or 
two of the major elements have been broken out. The intent is to 
c~municate all that we know or can infer about the financial charac­
teristics of the project. (The reader may be able to apply his own 
experience or judgement to fill in some of the blanks. In any case he 
should be able to gauge the extent of the information lacking as well 
as that at hand.) 

2.5 Linkages with other Projects 

This is a very important element of the document. It places the 
project in context with existing industrial enterprises and identifies 
possible and/or planned projects which will have technical or commercial 
links with the proposed installation. For example, a major point in 
attracting support for one project may be the fact that related op~ 
portuni ties will naturally arise later because of paralle 1 developments. 

2.6 Appendices 

Although it is typically based upon a body of material collectively 
referred to as "identification studies", the "DocUment A" pre-feasi~ility 
report is designed for maximum clarity and economy of presentation. 
Consequently many data t~oles, technical explanations and other impor­
tant and/or informative background analyses do not fit readily into 
the body of the report. 

Selections c' such valuable material may alternatively be cited 
in the report or included as appendices, according to the project officer's 
judgement. 

3. SOME GENERAL NOTES 

1
l'he following i terns represent suggestions designed to help the 

project officer achieve a high standard of usability in his completed 
report. Some are cautionary notes; others are positive recommendations. 
In general, it is expected that attention to these details will reduce 
the freqll.ency of nagging questions from evaluator~:>. 

References for key numbers should be given in footnotes, 
if not identified in the text. 

Where values such as costs are not precisely known, it 
will often be useful to employ an estimated range, rather 
than to omit giving a value. 
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"Document A" will form a basis for refined project 
presentations later, assu.ming that support is found 
to exist~ It is completely acceptable to include· 
key displays containing significant blankst in the 
expectation that later studies will supply missing 
information., 

Critical assumptions should be identified~ For exarnpl.e, 
if a special government concession or exem~tion is 
required, this fact should be pointed out. (The identi­
fication of 

11
key assumptions" is itself a matter ir.vol-. 

ving careful judgement.) 
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M~ltinational Developme~t Bank 

III 

INDUSTRIAL ALCOHOL Pl:\OJ.2JC'1' FO.tt COUNTRY G 

Ji,\USTRl~Tl VE SAII.!PLE OF' 

"DOCUt\iENT A" (Pl:iE FE.>iSIBILI'rY) 

22 J~ly 1971 Develo}ment Jivision 

NOTE: This document illust!'ates content and level of detail of a 
project brief s~itable fer first stage presentation to acq~ire 
Gover!1"nent s~pport and investor interest. jo representation 
of commercial viabili t;y for this project is e:~pressed or 
implied by publlcation of this ill~strative material. 
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1 , IN1
1
RODUr.1

1
JON AllD sm.WlAJlY 

It is proposed to establish a co:nnerciA.l alcohol indusT:L'Y in 
Country G. Production of 2.5 million gallons a ;year can be supported 
by availability of currentl;y· wasted by-p:coduct molasses from sugar 
refining. 

Pending develoPment of organic chemical production using alcohol 
as an input? it is proposed to mark8t the output as a mandatory motor 
fuel additive, through governmoant directive., Economics of ths process 
and of alternative disposal of the raw rnate:L'ial allow an acceptable 
return on investment of 9 per oent at a yearly saloas level approach5ng 
$1 million. 
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2. THE OPPOli.'l'UNITY 

2.1 The Availability of Unused Molasses 
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At present, and for a number of years past, there has been a 
large surplus of molasses -the principal sugar refining by-product 
on the local market. While about a third ofthe molasses. produced has 
been exported the re~ainder has been unable to be disposed of on 
world markets and has mostly been discarded • 

. The molasses -approaching 50,000 tons per year -is available 
at a fraction of the world market price to serve as the principal raw 
material for an industrial alcohol project. At a probable yield of 
53 gallons per ton of molasses, the output would be about 2.5 million 
gal~ons of alcohol per year. 

2.2 The Product: Industrial Alcohol 

World production of industrial •(ethyl) alcohol is approximately __ 
tons. The world price varies between and per ton 
( and per gallon). Consumption of the product 
is roughly distributed as follqws: •• • • 

2. 3 The Long-Range ~~arket for CQllntr;v .G Production 

Since indllstrial alcohol, like 110lasses, is a cem~odi ty of relatively 
low value/volume ratio, export wollld be hindered by transport cost to 
the ocean port. Hence its prodllction must be justified by foreseeable 
local demand. 

Chemically, ethyl alcohol is the starting point :for a large number 
of co'mpounds finding widespread industrial llSes •. The diagram _below 
gives an indication of the range of possible chemical prodllcts. 

D I A G R A M L A T E R 

These organic chemicals are inpllts for manllfacturing processes 
producing dyes and pigments, pharmacellticals, pest control agents, 
plastics, photographic supplies and surface coatings among o6hers. 
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It is projected that economical production of industrial alcohol 
in Country G will facilitate the creation of a chemical manufacturing 
COmplex based on forward linkages fram the alcohol output. Planning 
studies have begun and their status is summarized in Section 5 of 
this report. But for the present, a potential base market for the 
entire alcohol production is available. 

2.4 The Interim ~~arket 

As an interim measure, it is proposed that the alcohol production 
be disposed of in the form of a motor fuel additive. The alcohol 
would be mixed with gasoline, in proportions up to a· technically ac­
ceptable maximUm of 20'fo, by the oil companies at their depots, and 
distributed through the normal channels. Motor fuel consumption is 
currently about 24-29 million gallons per year. Hence the proposed 
production o~ 2.5 million gallons of alcohol could supply about one­
half of the potential consumption, based on prese"t motor fuel useage. 

The approach of marketing industrial alcohol as a motor fuel 
additive unetil domestic organic ch'e111ical industries can be developed 
to absorb the production .has been successfully used by Australia, 
France and India. It has been demonstrated that no.technical difficul­
ties exist; in fact sQme advantages are claimed for the mixed fuel, 
including better starting, reduced air pollution, and reduced carbon 
deposits in the engine. B!lt.oil companies have not voluntarily agreed 
to the mixing pro,edure, so the practice has been for governments to 
.fix the terms of such an arrangement by executive order. 

In the case of Country G, it is esti111ated that an ex~plant price. 
of $0.374 per gallon, exclu~ing tax, would be fair to the oil compani~s. 
This rate is calculated based upon •••••• · 
The government would apply an excise tax to compensate for the reduction 
in duty collected through reduced petroleum imports. 
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3., DESCRIP'l'ION O:F' THE 7'ROJECT 

3.1 _!l)e P:ro.dtl.ction. Proce~s 

Alcohol p::.."oa.tiction is a relatively simple process involving 
fermente.".;ion and. distillation. The diagram below presents a rough 
schematic clic:.grau • 

ROUGH SCHEMATIC -PROCESS FLOW FOR ALCOHOL PRODUCJ'll!.ON 

.... -.. ~· 
-.:::-1 
I ( ---~ FER""' NT I NG 'I ! ------' 

-~·---" I (. \ I'll:. t ~-~----·'-···-----. --• 

I ~~~;~J ~,~;AGENT I ~ I_--~~-·~--.. --"=JJ -. 
n ~ l s I f . ;_ ·. ; --·-·-·-., ·-·=-'--· T I 

\~i~-::.:=-~:.::.:::::4 FERrvENTATIONL --::·" I I I ALCOfiOL STORAGE I I -··-----· ·-rv'·-, ·-. L , • I ; r----·-·-\CY -~--~ L 1 1 
\ ' I A ! ----I i ~· 
' I I I -·· TO MARKET I/ . \ T ,, . ~--

~-'·. .Y-.. /// ' •_,6,.--.. . , ·"·"' ' ,_ I 
/· ·~ .i~~l ( ,_-~·........... ':-! ----

2 c--~-·--: ......... ~ !leo j! :~:..-~-o . J ~ i---~ 
I . ' 

I 
I= __ _::g;=:: BY-PRODUCT . ""~. ! . ~. \' 

I I ----·· ---~:z;__-.; . \ . 
---FUEL .. -.:. BOil£F\ \\ 

3.2 i!-Y~t~9:E].l.ili of Inputs _ __,... rl . .. ..., \vASTE 

As mentioned in Section 2.1, on the order of 50,000 tons of molasses 
is expcct8Q tc be available each year for alcohol production. Calcula­
tions in t~1~ re~ort are based on a raw material coEt-of $2.80 per ton 
f.o.b. -~hs ;~u.ge:::r mill holding tanks .. It has been +.entativ~ly indicated 
by two exi~ting ~ugar mills that they would be inter~st~d in bulk sales 
at this p~;_c8 level1 as an alternative to dumping $2~80 is the _estimated 
maximum p:::-j ce -~hat can be paici for the molasses in oraer to prodLtce 
alcohol at t~e $0-374 per gallon selling price and e~rri a reasonable 
return or, L.'.'-Jst-n ent" 

Sinc3 the exports of molasses~ though 1irrii ted in vo
1 

ume, have 
recentl;y been JJ:rieed at approximately five times the bulk _rrice of $2o80 
per tor., it 1-wuJ.d be necessary to emmre ravl rna terial supplies through 
a long-teri.' u,sreement~ 

It. j_s not foreseen that any probl8'T)s would arise in connexion with 
inputs of .~c:pplies1 labour1 or utili ties~ assu,ing yJlan·G :Location as 
suggested ~-') Sec ~ion 2n 3 

--------------------~---·-----------
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3.3 Plant Requirement 

A pjant for manufacturing the alcohol can be obtained as a 
package unit from any one of a number of overseas sources. There may 
be cost advantages to manufacture a number of the components locally, 
taking advantage of the engineering and production capabilities already 
in place. The principal elements, with a rough indication of their 
cost, are listed below: 

Compo~ 

Storage 

Molasses 
Alcohol 
co2 
Fuel 
Fermentation 
Distillation 
Boiler 
Pumps 
Pump Drives 
Transpo~t equipment 

TOTAL: 

Ro1:tgh Cost Indication* 
(x $1000) 

750 

B~st Candidates for 
local Manufacture 

X 

X 

X 

:v: 

X 

x (partial) 

As a first approximation, one would,axpect to locate the alcohol 
plant adjacent to the largest scarce of molasses, which in this oase 
would be the plan~. 'l'he remaining input would be 
trucked., requiring some 6::To -trips per day depending on the size of 
tank trucks employed. It is assumed that output will be pj_cked urJ by 
oil company trucks. The two existing sugar refineries are onJ.y about 
fifty miles apart and both are within foQr hours haQl of the capital~ 
which is the centre of the fuel market. 
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The following diagram gives the approximate physical :reJ.atio.:.1ships 
among existing and proposed sugar mills, the proposed produ.ction 
facility and the principal oil company depots. 

f 

LOCATION DIAGRAM 
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4. TENTATIVE.FINANCIAL ANaLYSIS 

Only a rough indica~ion of costs and profit levels can be given 
at this stage of investigation. The following pro-forma profit and 
loss statenent is based upon numerous assumptions which will have to 
be individually explored. 

PRO FORMA PROFIT AND LOSS STATEMENT 

(Based on 2.5 Million Gallons output per annUm) 

Sales at $0.374 per gallon (excluding excise tax) 
Cost of goods sold 

Molasses 47,000 tons at $2.80 

Other raw materials 

Labour 

Depreciation 

Maintenance'and repairs 

Utilities 

Other 

Selling and Administrative Expenses 

Interest and taxes 

Other 

Total 

Profit before .income taxes 

Income tax 

Net .,;rofit 

Net profit as% of sales 

130 

75 

38 

$ X 1000 
-

935 

800 

135 

40 

95 

10/o 

Similarly, rough order of Magnitude estimates or return on invest­
ment and cash flow turnaround are presented belowa 
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Investment 

flHO .BORrvi.A PH.OFI'l'ABILITY C~ 

Capital Equipment (inc. transport) 

Land 

Working Cap1tal 

Total investment 

Return on inves~ent e•Qoo••• 
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_JL.!:_1900-

750?k 

150 

110 

"!, 01 G 

9% ___.___ 

Time to positive cumulative cash flow •• • ..§ yea:::'.~ 

5. LINKAGES HI rm Cl'HEH PHOJ~CTS 

-lc. ter -· 

6" APPElliDIX: MOLASSES UTILIZA'UON BACKGROUND 

-later ·-

* Assumes 24 hour/d~y operation, ••.••••. days per yea~ 
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Multinational Development Bank 

IV 

GUIDE FOR PREPARATION 

OF 

"DOCUMENT B" 

I~nERMEDIATE FZASIBILITY REPORT 

28 July 1971 Development Division 



l. INTRODUCTION 
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The purpose of this document is to describe requirements for the 
preparation of an intermediate feasibility report to be issued during the 
course of the feasibility stage. 

1.1 Pury_E_se of "Document B" 

'l'he primary purpose of "Document B" is to obtain tentative agreement 
of the Bank'::; Board to participate in financing the project. This step is seen 
as a key milestone. The Board's "stamp of approval" will enable the Thlvelop­
ment Division (DDIV) to make serious overtures to prospective project partners 
on the basis that the Bank believes in the project enough to participate 
financially 

Once Board endorsement is obtained, consideration may be given to releasing 
Document B itself for use as an aid in securing preliminary commitments from 
prospective partners. 

1.2 Preparation and Submission to the Board 

It will be seen that "Document B" is largely based upon the content of 
the "Document A'' ='re-feasibili ty report.l2/. In fact, it is a refined version 
of the earlier report, with additional sections designed to help the Board 
appraise the project's soundness. 

rpiming 
to fit ~-rith 

feasibility 

fo:..~ preparation 
the p~~&~ess of 
r:tage12/. 

and submission of "Document B" will be selected 
studies and negotiations in progress during the 

A negative deciaion by the Board would effectively terminate the Bank's 
involvement in the project. A positive decision is intended to incluC:e 
guidance concerning the approximat~ level of participation likely to win 
future ap:)rov<~1. Board endorsement at this stage is endorsement "in principle" 
and its later ratification depends upon successful conclusion of studies 
aimeri at economic: teclmical and social justification. 

2. DESCRIPTION OF REPORT CONTENTS 

The following pages describe each of the main sections recommended for 
inclusion in an intermediate feasibility report at the "Document B" stage. 
It is emphasized that sub-structure of the report will frequently need to be 
tailored -~o the nature of a given project, hence no detailed outline is 
specifiE:d. The proj•3ct officer preparing a report must exercise h::s ingenuity 
to present the project and accompanying analyses in a manner consistent with 
principles of clarity and full disclosure. 

"ij} Pleas; see 
11
Gui.de to Preparation of 'Document A' (Pre-feasibility)", DDIV, 

22 July 1971. 

49/ Please sse "Operations Yanual for DDIV", 27 July 1971. 
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It is desired that the Board members and other readers be enabled to 
understand the basics of the project, including its expected results. 

A Rummary of a. tentative financing plan will also be provided, indicating 
suggested participation by the Bank. Finally an appraisal of ~·isks inherent 
in the project will be presented, to enable the Board to apply its balanced 
judgerr .. ent to a decision. 

2.1 Summary and Recommendation 

The pur·pose of this first section of the intermediate feasibility report 
is to p~esent a capsule description of the project and to briefly state the 
basis for recoltl'l"~nding Board endorsement of the project. The suggested 
amount and pro~_rtion of the Bank's participation should also be disclosed in 
this section. 

2.2 The OJ?portunity 

The purpose of this section is to describe the business opportunity 
available or ·potentially available~ It is necessary +,o convey an.under­
standi:~.1g of the proposed product; the market intended to be served; the 
dynam).cs of the market, including such things as price fluctuations, quality 
and style considerations, and competi to:;;s 1 actions and possible reactions. 
Atten~ion should be drawn to special factors, such as availability of a key 
input o~ f~vourable terms or the emergence of a newly proven technological 
process, which are expected to give the proposed project a distinctive 
character and provide the basis for claiming the existence of a "competitive 
edge". 

Adequate data to substantiate market and penetration estimo.tes should 
be included. Uncertaj_nties 1·1hich might give rise to serious questions should 
be·~ointed out, and plans for resolution summarized. 

2.3 p:)::JC_!'iption of the Project 

~~e pu~pose of this section is to define the physical aspects of the 
project in sufficient detail to demonstrate understanding of potential 
problem areas and prepar'dness to deal with them constructively. 

Exc8pt where some elements have been pre-empted by earlier sections, 
it is desired to provide an orderly presentation of subjects including, but 
not limited to: 

-product specifications, product lines, and volumes 
-production processes and technology 
-sources of inputs 
--plant and equipment requirements and likely sources 
-pd ces of inputs and outputs 
-d.:i.str-ibutJ.on channels and tentative plans for establishment 
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-sales promotion techniques anticipated 
-plans for acquisition of management expertise 
-training requirements 
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-special considerationz such as transport, taxes, licensing arrangements 

llllhere major selections have been made among alternative approaches, 
(for example, among alternative producti~n processes or distribution channels) 
the competing solutions should be identified and Gelection rationale 
summarized. The basis for selection of the project size (e.g. raw material 
availability, economic production soale1 market penetration factors) should 
be discussed and conclusions pres8nted. 

2.4 Preliminary FinanGial Analysis 

The purpose of this section is to display in as specific a manner as 
possible the expected financial characteristics of tho project. As a 
minimum this includes a five--or ten-year proforma operating summary, a 
moderately detailef urofit and loss statement for the expected normal 
operating point of the plant, an investment anly.sis indicating estimated timing 
of increments and including working capital requirements, a discussion of the 
appropriate depreciation and ~mortization schedules, and a break-even 
analysis. A cash flow summary will be employed to support the working 
capital schedule. 

It is expected that sizeable areas of uncertainty will still exist 
when Document B is prepared. The report should comment on these gaps, 
noting the expected method for reduQi~g the uncertainty to a level acceptable 
in the eventual project prospectus4J/ 

Exhibits should be prepared at tho appropriate level of detail to permit 
existing estimates and data to be presented in fulL 1\]}:ere data is 
incomplete it is acceptable to shov: a total figure -for production costs, 
as an example -with only some of the component olements broken out. It may 
be useful to indicate a range of values for a few elements whose importance 
requires an estimate, "but for which good. Clata is not yet at hand. (Part of 
the function of these exhibits lS to disclose gaps in the project information, 
as well as to present what has alre£\dy been accumulated.) 

2.5 Contributions and Interests 

The purpose of this section is to describe the results of preliminary 
analyses and negotiations concerning the shape of the eventual project 
agreements defining "contributions and interests11 of the tc.:1m members. It 
is intended that the section provide as much detail as possible. hlhero some 

1!/ For a description of the project prospectus, please see soction 4.4.8 
of the DDIV Operations Manual. 
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of the information is speculative, perhaps representing little more than the 
project officer's judgement of what a suitabls allocation might be, this 
should be clearly stated. 

The terr.:t "contributions and interests" refers to the Vl
1
'ole range of 

participatioa mocl2s through which pro~ject partners may supply resources to 
the project 1 n.nd i !1 turn derive benefits f:~om it. Thus: management 
contracts, snpp:_y arrangements7 licensing of technology, and marketing 
agreements among others may be iLchlded. All such arrangements -
express or implied -which a.re likely to involve project team members 
should be descrioGd in this section to convey the entire system of 
participations and benefits. It is of great importance that no material 
element be omitted, and the project officer is required to exercise 
care in id.ent ifying all relevant i terns. Among other reC?~:.:;ons, this 
speciaJ care is necessary to protect the Ba~K from possible lawsuits 
for negligence Ol' ;,1isrepresenta-Gion at a later time. 

2.6 Project Risk Analysis 

The purpose of this section is to explore the major risks inherent 
in the project, as it bas been elaborated to date. Genel'ally, the 
subject ma;y be addressed in terms of technological, management, marketing 
and financial risks. An overall conclusion shol,_ld be presented, rating the 
project as "conser·vati ve". ''mcderately concer·vati ve

11
, 

11
moderately speculative" 

or "specu]ative" in terms of safety of the Bank's proposed investment. 

The following represents a partial illustrative checklist for 
identifying risk elements. The comprehensive listing is almost infinite; 
each project officer must use his jud~ement and his knc-1ledge of the 
opportunity, the project1 and the prospective team memebers to identify 
the critice,l risk items for his project. 

ILLUSrffiATIVE Cim;CKLTST O!:i' PROJECT RISK ELEJVIEl\TTS 

Marketing Risks 
-size of market 
-avail~bility of market 
-distribution channels 
-marketing cost 
-product style 
-prot(::ctio:r: of ms.rket 
-competition 
-other 
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Technical and Procuction Risks 
-raw materials 
-labour skill and availability 
-technology 
-infrastructure 
-location 
-cost 

.. 

-plant construction 
.. echGduling 
-capacity 
-transportation 
-other 

Management/Financial Risks 
-performance record 
-balanced -team 
-adequacy of finance 
-training provisions 
-contract terms 
-motivation of management 
-supplier incentive 
-profitability 
-social and political factors 
-other 

2.7 Linkages.with Other Frojects 
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This is a very important element of the document. It places the project 
in context with existing i~dustrial enterprises and identifies possible 
and/or planned projects which will have technical or commercial links with 
the proposed installation. For example, a major point in attracting support 
for one project may be tne fact that related opportunities will naturally 
arise later because of parallel devGlopment~. 

2.~ AlJJJ.!!!Z:t • .i~=-Sup.Q()!:_!_ing Data and Analyses 

"Document B" is based upon the "Document A" pre-feasibility report plus 
additional studies and analyses. Certain data tables, technical explanations 
and other important and/or informative background analyses ~J not fit readily 
into the body of the report sin~e it is designed for clarity and simplicity. 

Selections of such valuable material may alternatively be cited in the 
report or included as appendices, according to the project officer's judgement. 
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MULTINATIONAL DEVELOPMENT BANK (MDB) 

V, ANNOUNC.EME:NT OF POSITION OPENINGS IN THE 
DEVELOPNEE:NT DIVISION (DDIV) 

POST TITLE Senior Project Officer -Project Preparation and 
Promotion (2 positions). 

DURATION One or two years; may be renewed 

DATE REQUIRED As soon as possible 

DUTY STATION Capital City, Country G, with necessary travel within Africa 
and abroad 

OBJECTIVE QF THE. -
DEVELGPME~~ DIVISION: 

DUTIES 

To establish new industrial projects in member States 
(and develop new business for the Bank) by identifying, 
preparing and promoting viable projects in accordance 
with priorities and policies established by the 
national governments, the Economic Co-operation 
Organization and the MDB. 

Under the direction of the Manager ·-Development Division, the 
Senior Project Officers will form the nucleus of the newly 
established Division during its developmental phases. 
Specifically, the Senior Project Officers will: 

1. Identify industrial project ideas through contact 
with private and public agencies. (AlterlBtively, 
DDIV v.rill receive detailed project identification 
reports from the Bank's Planning Division.) Participate 
:i.n evaluation of the ideas. 

2. Prepare pre-feasibility reports on selected project 
ideas as the basis for enlisting prospective . 
partners and government support. Conduct necessary 
preparatory studies, making appropriate use of 
specialized outside technical assistance. Conduct 
discussions and negotiations incident to enlistment 
of partners and government support. 

3. Plan, direct, and participate in the exeaution of. 
necessary further studies to establish feasibility 
and viability of the projects, employing appropirate 
specialized technical assistance. Continue 
attraction of, and negotiations N'i th, prospective 
project team members (financial, technical, 
management, marketing contributions as appropriate.) 
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4. Prepare intermediate feasibility repor:~s for M:OB 
Board endorsement. Prepare final project 
prospectuses to demonstrate project feasibility 
and viabi1ity, and to describe proposed financial 
packages. 

5. Participate in drawing up of final commitments 
among project team members regarding contribution 
and interests, and designation of project management for 
imp) ..,entation. 

6. If necessary, represent the Bank on an implement~tion 
task force to assist the project team manager 
during completion of final detailed implementation 
arrangements. 

7. Direct, guide, share work and responsibility with 
assigned local counterpart. A major objective of 
the project officer is to help the counterpart 
develop the range of skills and experience necessary 
for an eventual independent role. 

QUALIFICATIONS: Engineering degree prefe~red, master's degree in business 
administration very desirable. 'Inor ... ·•~gh familiarity with 
range of industrial processes and with financial, marketing and 
management aspects of establishing industrial enterprises. 
D9monstrated capability in executive-level negotiations, 
as through management or consulting experience. Imagination 
and drive to create p1 )jects and project teams, beginning 
with very limited da~a sources. 

LANGUAGE: English 

BACKGROUND 
INFORMATION: The l~ltinational Development Bank was chartered in 1969 

by the gov8rnments of Country A, Country G, Country S1 and 
Country R. 

The Bank is exclusively concerned with the furtherance of 
its members' industrial development. MDB has recently 
established the Development Division to focuR and expand 
its project development activities. A manager has been 
appointed; planni1~ and initial project work ure underway. 
Manning of the senior staff and counterpart posts 
is now urgently required. 
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CASE NO. 8 : COORDINATION OF OVERLAPPING I1IDUSTRIAL 
PROJECT PROPOSALS 

A JOINT PROGR.ArJTh'lE 
TO COORDINATE CERTAIN AFRICAN INDUSTRIAL PROJECT PROPOSALS 

(Preliminary Coordination Document) 
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1. 

2. 

A JOI}~ PROGRAMME 
TO COORDINATE CERTAIN AFRICAN INDUSTRIAL PROJECT PROPOSALS 

TABLE OF COl\TTENTS 

INTRODUCTION A}ID BACKGROUND ••••••••••••e••••••••••••••••••••• 

1.1 Introduction ••••••••••••••••••••••••••·•~•••••••~••••••• 

1. 2 Background ••••••••.••••••••••..••••.••••• o " ••• ·~ ••••••••• 
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TO COORDINATE CERTAIN AFRICAN INDUS~~IAL PROJECT PROPOSALS 

1 •.. INTRODUCTION AND BACKGROUND 

1.1 INTRODUCTION 

A large number of industrial projects which African countries desire to 
establish cannot be justified on economic grounds unless neighbouring markets 
are made available to absorb important fractions of plant capacity. This fact 
has frequently led to the proposal of such "multinational" projects, but usually 
without the prior benefit of reciprocal agreements among the countries involved. 
In fact, there are instances of simultaneous offerings by several neighbouring 
countries of almost identical projects, each proposing to distribute much of its 
output in the others' markets. Such happenings have been a source of embarra.ssmer· 
to all concerned and have led to insistent suggestions that such projects be 
"screened" before inviting prospective investors' attention to them. 

This proposal describes an action programme to coordinate the adoption and 
promotion of certain projects involvine multi-country markets. It is tentatively 
proposed to invite the sponsorship of established African inter-governmental 
economic cooperation organizations for a. joint UNIDO/ECA task force ·~o rationalize 
existing project proposals, to -vJin their endorsement by involved governments, and 
to develop project brochures for the resulting set of endorse~ projects. The 
action would be scheduled for completion within the 1972-1973 period to produce 
·-~_~tble projeds for a projected Afric~n investment promotion meeting in 1973 and/ 
or for oromoiion via other channels a+. the governmentR' reauest. 

1. 2 BACKGROUND 

The Third African Meeting for the Promotion of Specific Industrial Projects 
was held from 24 November to 1 December in Abidjan, Ivory Coast. The meeting 
was organized by UNIDO and jointly sponsored by UNIDO, ADB, and ECA. Several 
hundred million dollars ~vorth o-f: projects were dis.:;ussed tori th prospectiv·e investo:. 
Participants from industrialized countries and African industrialization official. 
pronounced the affair successful in terms of the establishment of potentially 
productive personal contacts and the discovery of mutual interest in a number of 
projects. 

However, a source of comment and disappointment among some of the participan 
was the frequent appearance of "unscreened" multinational projects presented by 
individual governments. Such projects had been prepared on the basis of a market 
assumed to include neighbouring countries as well as the host country. In most 
cases the neighbcuring countries had not given, nor been asked to giv-e, assurancet: 
that their markets would be available and that competing plants would not be 
permitted to be installed there. 
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The investors felt that they could not reasonably be asked to accept the 
burden of performing all the work necessar,y to ensure availability of the dispersed 
markets. This judgement was based on the probability that some form of reciprocal 
agreements will have to be negotiated, involving at least several governments and 
a like number of projects. It was:understandably felt .that this job should have 
been carried out in advance of presenting the projects, since its successful 
completion would be a basic prerequisite to the projects' commercial soundness. 

2. PROGRAMME DESCRIPTION 

2.1 APPROACH 

The joint programme is designed to operate in close conjunction with the 
secretariat of an established inter-governmental economic cooperation organization. 
ECA and UNIDO personnel would visit the secretariat and the appropriate industrial­
ization officials. in each of the member States to invite support for a specific 
set of industrial projects. The projects would have been selected insofar ac 
possible from those projects submitted b.Y the member States at the recent Abidjan 
project promotion meeting. Necessar,y additions and/or substitutions would be made 
on a pragmatic basis, the objective being to arrive at a set of projects endorsed 
by all of the member States. It is expected that the set would contain one project 
for each country, and that each project would share the markets of all the states. 

It ir tcntc.ti vel~r proposed that initial efforts be focussed on the members of 
tht> UDfAC 1 together 1,1i th Chnd. Details of the prcliminc:ry nro jcct list s,nd the 
proposed operational procc r1urc ar< ""ivcn in the follo,;ing ;-cctions. A second 
application of the proposed might appropriately be the Entente-Ghana group. Again, 
details are presented below. 

The actions proposed. herein would be coordinated with those called for in · ~
the prop~l for the establishment of Multinational Industrialization Agencies (MIA)1 
Briefly, the emphasis here is on the selection of an initial set of industrial 
projects, whiie that of the MIA is upon the institutional system for implementing 
and expanding upon such efforts. 

~ Please refer to Case Number 6. 
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2.2 TENTATIVE PROGRAMME FOR UDEAC-chad. 
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A tentative selection of projects is listed below. It has been developed 
primarily from the projects submitted by the countries at the UNIDO/ECA/ADB 
project promotion meeting in Abidjan. The selection has been made on an informal 
basis, considering to the extent possible the resources and other economic 
characteristics of the countries. 

Country Abidjan Project Title Est. Inv • Remarks 
Proj. No. $US m. 

Cameroon CMR-15 Air conditioners and na 
refrigerators 

CAR CAF-05 T.yres and tubes (bicycles 1.2 
and mopeds) 

Chad CHD-03 Malt factory 1.2 May require larger 
capacity. (Ini tiall~;' 
conceived for domestjc 
market only). 

Congo (B) COB-Ol Pulp, paper and boards 11 

Gabon -Petrochemical plant na Gabon did not submit 
projects at Abidjan 

No rigorous justification for the set of projects given above is offered; 
in fact none is possible with the limited data available. Nevertheless, the 
projects have all been considered desirable b,y the individual governments. It is 
also nearly certain that each requires more than its host country market to be 
viable. There is thus a strong prima facie case for reciprocal agreements among 
the five countries concerning market entry and possible protection • 
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2.3 TENTATIVE PROGRAMME FOR ENTENTE-GHANA 

A tentative selection of projects for Entente/Ghana is tabulated below" 
The list has been developed primarily from the projects presented by the countriG 
at the ·utriDO/ECA/ADE project promotion meeting in Abidjan. Selection from among 
the projects has been made on an informal, semi-intuitive basis1 considering to 
the extent possible the resources and other economic Gharacteristics of the 
countries. 

Country Abidjan Project title Est. Inv, R e m a r k s 

----~-·----'··P:.;r:;..;;o...h_po. US$ m. ------···. 

Dahomey-

Ghana GHA-02 

Ivory Coast IVC-J.3 

Niger NER-03 

Togo TOG~-01 

Upper Volta UPV-10 

· ~Jire· d;awing or scrap 
melting and rolling mill 

na 

Kraft paper/boards 0.5 

Pharmaceutical products na 

Meat and tomato canning 0.7 

Pesticides and insecticides na 

Enamelware 2.0 

ECA proposed 
project 

No rigourous or detailed justification for the set of projects given above 
is offered; in fact· none is possible with the limited. data available. Neverthe­
less the projects have all been considered desirable by the individual governmentf 
Since it is also nearly certain that each project requires more than its host 
country market to be viabl.e, there is a strong prima facie case for reciprncal 
agreements ame>ng the six countries concerning market en '·ry and possibl€ protectio: 

2.4 PROCEDURE FOR IMPLEMENTATION 

It is tentatively planned to invite the support arcl cooperation of the inte·r'" 
governmental organi>:>:ations (the Entente in cne case and 'JDEAC in thL other) as .. t:'.n 
essential elemerit in the implementation of the tl"lO progra'Tlmee described above. 
Furthermore the Central African UNDAT in the case of UDEAC-·Cha<i, and. the ADE in 
the case of the Entente-Ghana have been involved (as ha\-e UliJIDO and ECA field 
officers) in prelimi'1ary phases of attempts at indus"trio.l development harmonizatio 
Initial interest has also been expressed in the Multinational Industrialization 
Agencies concept among man;y of the groups and countries concer·ned. Thus their 
participation in this activit~· ma;y-be invited on a prio:'ity l)asis as a poszi1.1le 
means of achieving a coordinated programme and of applying the maximum resource 
possible. 
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