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INTRODUCTION

l. . - African 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
naticnal markets and the scarcity of indigenous managerial, entreprensurial and
tachnical 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. MOperational Guidelines" is designed to allow interested African officials
to make use of selected results of ECA's 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 accelerating 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 case
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 proposals by the govermments or organisza-
tions concerned. :
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OPERATIONAL GUIDELINES

4. This section contains: pragmatic guidelines for use in dealing with a rmumber
of the issues which require resolution in 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 African countries.

5. Although a short observation time in absolute terms, two years represent

a large fraction of the life of most institutions dealing with African industrial—
ization. The process of institutional develuopmeut has entered an extremely
dynamic phase., A quantitative indication of +‘his dynamism is the current rapid
growth .in the number of organizations devoted to, and in the quantity of resources
- applied to, the acceleration of industrialization. - This is a most impressive and
encouraging trend. R

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 abroad attending training courses. There is turncver, too;
these young potential executives are much sought after. And many well paying
jobs in development organizations are unfilled because there are not enough
qualified candidates at any price. ZPut skilled cadres are gradually being
established. In five years of less the well managed groups will be formidable,

7. Some countries, unfortunately, have lagged in beginning the painful process.
So there is a great continuing need for assistance 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 krow it cannot have any real results.)
Importantly, the "absorptive capacity' for assistance has greatly increased with
the expansion of the institutional systems. And because the institutiens and
their tasks are becoming more sophisticated, the minimum quality level of technical
assistance which can be effective has also riscn markedly.

8. Since there is great diversity among ECA's 41 member States, it is essy to
find exceptions to the applicability of almost any prescrintion. . Nevertheless,
there are central concepts that have showin themselves to be useful over and over
again. It is these principles which are described in tais 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 additiomal backgf und and further detail for more intensive consideration
or reference, as needed.

l/ It will be seen from the cases in section 3 that ECA has begun to frame
its follow-up technical assistance missions to apply the operational guidelines
directly in its field work with govermments and organizaticn®.
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INVESTMENT PROMOTICN OBJECTIVES AND FUNCTIONS

Investment Promotion and the Operational Industrialization System (018)

9. To use this report the reader needs t» understand what ECA msans by
investment promction. 1In fact, i is occasionally asserted that promotion per se
is unimportant; that, for example, "If you have well prepared projects, investors
will seek them out; promotion is no’ necessary." ECA agrees that a larrowly
defined promotion activity may be useless or worse unless it is part of an
overall system of interrelated activities and institutions. ECA defines invest—
ment promotion as a broad stimulating and coordinating task which aims to
mobilize all elements necessary to achievs practical investment results. A
suitable statement of cbjective might be: "to promcte the accelerativn of
industrial development on favourable terms and in quantities and types consistent
with the national (or regional) development plan."

10. What are the'"necessary elements" which investment promection seeke tn
stimulate and coordinate? And what is the overall system referred to ahove?

The system is the "operational industrialization system" (0IS). fThe 0IS is
described here, and its elements are listed, to indicate the potential sccpe and
asefulness of an effective investment promotirn institution.

11. OIS is defined as "the grcup ¢f interrelated functions and institutions
which act together to achieve practical results in the industrial development
field." Exhibit 1 lists functions which may be considered to be part of the 0IS.
The functions are divided for convenience intn four broad groups. Industrial
Planning and Programming, Prnject Identification and Preparation,; Project
Promotion and Implementation, and Institutions and Resources.

12. Exhibit 1 does not address the institutional dimension of the 0IS. It may
be enough for this introduction to note that in most countries a number of
institutions share responsibility for the functions. Often a single function

is carried out jointly (with varying degrees of coordination, cooperation, and
efficiency) by several organizations. The main point to be made here is that
the 0I5 framework provides a simple, converient, and potentially powerful
analytical tool for use in devising, evaluating, and strengthening institutional
and programmatic arrangements for accelerating industrial development.

Need to Embrace Exports Broadens Programms:

13. It is becoming widely accepted that an industrialization strategy must
encompass one or more forms of production for export to supplement or complement
the simpler import substitution policy. The strategy may include intra-African
trade and common market arrangements, as well as extra—-Africaen trade; entrepdt
schemes and processing of traditional raw material exports are equally to be
considered. This historically crucial shift in the directior and scope of
industrialization should be warmly embraced because it multiplies the rnumber of
viable project opportunities. But at the same time it introduces major
complications; its implications concerning technology, quality, cost and merketing
skills are immense.
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Pags 4

BExhibit 1

THE OPERATIONAL INDUSTRIALIZATION SYSTEM

Illustrative FPunctional 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 capltal)

TIdentification and Preparation

Identification of Opportunities

Data Collection and Analysis (Market technical, managerial,
financial, and political)

Prefeasibility Studies

Feasibility Studies

Project Description

Project Packaging

Project Appraisal (e.g. cost-benefit analysis)

Promotion and Implementation

Investors' Guides :
Identification of Prospective Investors (including
technological and managerial inputs)

Attracting Prospective Investors

Promotional Campaigns and therature

Overseas Representation

Evaluation of Investment Preoposals

Negotiations »

“Assistance to Investors

Financing
Consulting (e.g. Post—investment follow up)

4) 1Institutions and Resources

Institutions ;
Technical and Financial Assistance
Manpower and Training

Relationships (Internal and External)
Coordination with Other Countries
Progress Monitoring and Zvaluation
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14. Consequently, the investmen{ promotion institution needs to be structured,
financed, and staffed for the complex mission of implementing the broader, more
sophlstlcated strategy.

15. The possibility of combining investment and export development operations
in one institution may be considered. Logic suggests that operational benefits
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 disrupticn. In any evenv, as a
minimum, the investment promotion institution will want to ensure that its
programme and that of the export promoticn agency are coordinated, because the
opportunity for mutual reinfovcement is an important source of "leverage'.

Functions of the Promotion Institution

16. A representative listing, not necessarily complete, of functlons 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,; incentives,
resources);

2) 1Identify and define projectsg/(diversification and expansion of
industry and trade, both national and multinational);

. 2
3) Evaluate prOJects—/;

4) Prepare appropriate promoti~nal literature, including project
brochures;

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

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 of Ministries, Agencies and/or
Governments concerned to further investment promction
results;

g/ It is not contemplated at this time that the investment promotion
institution would normally prepare detailed feasibiliity studies or detailed
technical evaluations of projects. See "What To Do About The 3kill Gap" (page 8).
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9) Represent the Goverunmentv in iaitial negotiations with prospective
investors; negotiate project plans and investment agreements
consistent witl: Covermment policies and national interest;

10) Administer invesiment (and trade) incentives within policies
established by the Government;

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

12) ©Define and advocats changes in or additions to existing
policies and lsgislation to improve investment climate
(e.g. investment and export incentives);

13) Co—operate with other public and private investmert and trade
promotion agcncies;

14) Provide ecoromica’ overseas representation.

17. 1In the beginning of the agency’s life the staff will probably be too
limited to undertake rore than a few of the above functions. Top initial
priority will be to implercnt one or more projects (See "How to Begin an

IP Programme".) It is probably sound policy to concentrate initially on a
limited number of specific project opportunities and to focus on establishing
a "track record" of success{ul promotion as quickly as possible.

HOW TO BEGIN AWD SUSTAIN INVESTMENT PROMOTION

How to Begin = 1P “rogramme

18. If officials wisk fc¢ beczin o new investment promotion campaign or re-
invigorate a lagging prograums, two factors are critical for ensuring success.

One is a source of powerful support, usually within the Govermment. The other

is a mucleus of cxpsriise. The mest important expertise is entrepreneurial: the
ability to see opporivviiiii:s tor combiuing available resources to produce results.
Both skill and drive azrs needed -~ ideally a quiet and persistent pragmatism backed
by solid business and monazsment wxperience and guided by a single-minded
objective of obtaining investment results on favourable terms. These two factors
are probably enough o allov the development of a self-sustaining programme to
strengthen and stimuliatec vhe orerational industrialization system.

19. It is frequently stressaa that opzrational and financial independence are
also essential for success of a promoiion agency, and they are certainly ideals -
at least from the point of view of the invesiment promotion programme. But
independence is rclative. I fotval independence is insisted upon as an absolute
requirement before work cen b= commeinced, damaging conflicts and delaying
maneuvers may ne the principal results. The specific objectives, strategy,

. tactics and timing of & cempzign 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
essentjals, a gocd 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. Quanc¢itative 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, svecific 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 example, 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 manageanent teams which can command investor confidence. Yet in most
countries surveys and sectoral studies have turned up numerous project
epportunities 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. By 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 investiment 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 BExperts

25. As mentioned freguently elsewhere, there is an almost universal scarcity of
African experts in technical, managerial, and entrepreneurial fields. Tc 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
essentjals, a gocd 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. Quanc¢itative 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, svecific 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 example, 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 manageanent teams which can command investor confidence. Yet in most
countries surveys and sectoral studies have turned up numerous project
epportunities 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. By 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 investiment 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 BExperts

25. As mentioned freguently elsewhere, there is an almost universal scarcity of
African experts in technical, managerial, and entrepreneurial fields. Tc 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.

What tc 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 would
prepare the needed surveys and projects.

27. Unfortunately, observation indicates that the probability of recruiting
specialized technical staff competent to do detailed project preparation as
full-time employees of a technical assistance agency or of an African
industrialigation institution is unacceptably low. Many projects prepared at
great cost in time and money by staff experts fail to win acceptancs at all or
mist 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. Tis
principles are:

1) Accept the virtual certainty that specialists will remain in short
supply in Africa thraughout this decade. Desizn the project development
system to accommodate the limitation.

2) Make full use of competent experts who are available.

3) 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.

4) Adopt the technique of frequently defining projects only to an early
prefeasibility level before identifying prospective project partners
(technical, managerial, marketing, as well as financial). Shift the
principal burden of detailed project development tc 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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Qverseas Representation: When?

29, It is plainly evident that the establishment of overseas offices to repre-
gent 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 begins to channel orders or project inquiries that cannot be
handled; the uncc:viiuenvary reputation will be difficult to erase.

30. "In general it is & 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 missions cuite adecuately.

MAJOR SUPPORTING ACTIVITIES

Pfogfamminz'the Multi-sectoral Flements of an Investment Campaign

31. Although investment promotion agencies ‘are commonly sponsored by ministries
of industry, an investment developmenti campaign in Africa inevitably depends
heavily upon, and has interrelationships with, development programmes in
agriculture, commeirce. and transport, as well as the overall national planning
_system. There are also foreign affairs implications via external trade and
‘multinational projeci considerations.

32. TFor the investment campaign to realize its full potentiai, there must be
conscious coordination with these other efforts, Thus i%t is necessary at least
to monitor development in the related fields. This is »lain common sense; for
examplé, a change in a road construc.ion schedule coulc delay access to markets
or raw materials needsd for key industrial projects.

33, In a relatively comprehensive programme the agency may go further than
monitoring., < may submit recommendations to ministries and other organizations
regarding priorities, and recommend procedural changes to improve the climate
for new invesiment. Case number two describes such a programming act1v1tv 1n
the context of a rationsl export develcpment and invesiment campaign.

Rationalizing the Project Approval Process

34. Most indusitrialization officials can cite at least one vroject which won
approval less through market and feasibility analysis than through the
persuasiveness of a machinery salesman, Possibly the volume potential or the
processing methods sre inadequate and the project is condemned to be a "white
elephant'", Clearly, ‘checks and bhalances are useful to guard against similar
problems. But in some countries,; repeated unsuccessful projects have led to
over—reacticn and resulted in near paralysis: any more new projects will have
to undergo rigorous examination by numercus agencies and committees, each of
which has an effective veto., The whole process may appear so threatening and
time consuming to a prospective investor that he will refuse to try, unless
direct, practical assistance is offered,
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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 necessary
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 morality and practical value of such extensive and expensive
measures will be debated for a long time. But there is a less publicized 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? What
effect does this inconvenience have on prospects for persuading businessmen to
locate African headquarters operations in the country? What 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 eacing 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 govermment. It may also
be emphasized that understanding and enthusiasm for the programme among a cross
section of business and govermment officials can have substantial payoff. One
welcome result is that the path may be smoothed for the legislative and
administrative actions needed as the programme unfolds.

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 govermnment interests to speed communications,
consultation and coordination concerning goals and means.
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Inter—-governmental Co=~operation for Industrial Development

4l. The need for rationalization of industrial development programmes among
groups of African states has never 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 erganizations. But the sought=after physical fruits of the policies
and initiatives have been elusive during a disappointing decade of repeated
efforts.

42, Ihyestment 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'i
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 . Central Africa Fast Africa Southern Africa
Nigeria ; Zaire Ethiopia " Botswana

Ghana Congo (P.R.) Kenya Lesotho

Ivory Coast Uganda Swaziland
Liberia Tanzania ’
Sierra Leone . Zambia

Senegal ) o . Malawi
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NIGERIA

44. The Second National Development  Plan, 1970-1974, deals rather comprehensively
with plans for industrial developmenti. The Federal Government vlans 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 assewbly, 2 second
oil refinery, several agricultural processing plants,arl expansion of the flshlng
and shrimping industry.

45. The Government will participate to the extent of 55 per cent in four major
fields (iron and steel, petroieum chemicals, fertilizers, and petroleum products).
A 35 per cent share (combineda stete and federal governments and local private
indigenous ownership) is plamned for plantations, food industries, forest product
industries and building materials and construction.

46. The Federal Ministry of Industry operates an investment centre which is
primarily concerned with the private sector. The centre was started in 1966

with US assistance, but its development was delayed by the wer. Currently,

there are about fifteen professionals, including engineers and accountants, on
the staff. They do some prefeasibility studies, receive enquiries from
prospective investors, provide information including the forms requir:zZd tc obtain
government approvals, and maintain a registry of opportunities and prospective
investors.

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

48, The Ministry alsc has created; or is about to create, an Industrial
Development Consultancy Service in conjunction with the Nigerian Institute of
Social and Economic Research (NISER). Some £300,000 is allocated for the service
over the next several years. There is a plau to develop a Nigerian Centre for
Management Development with United Nations (UNDP/ILO) assistance. A request to-.
UNDP for implementing the first phase of its establishmenl has been drafted by vfw
consultants. The programme of the centre differs considerably from the traditiona’
pattern. It will have a planning and research division, a 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 will provide assistance to existing institutions

to train personnel, prepare course material, and perhaps to teach courses. It
will second experts to the cxecuting organizations.

49. There is at present no comprehensive menagement development programme in
Nigeria, although a number ol institvtions, including the Ford Foundation, the
Contimied Education Centre of Lagos Jniversity, and the Nigerian Institute of
Management, have provided courses from time to time.
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50. The development plan idenvitfies tlie following basic strategy forr the
manufacturing sector;

~ The limits of import substitution have not been approached;

~ It is desired to maximize the value added, not just the range
of goods, through exploiiing possible linxages;

- Thus there will be emphasis on interwediate and capital goods
(this backwards integration is appropriate since currentiy
60 per cen’ of vroducticn iz for fiual consumption).

51. In June of this year (1971}, a long list of businesses uas reserved
exclusively for Nigerians. The list included retail trede, road haulage, and
cinemas. At the same time additional businesses, including many manufacturing
sectors, such as paper conversion and manviacture of bicycles, were required
to have at least 40 per cent indigenous equity participation if the "fixed
capital" is under £200,000.

52. It seems appropriate to consider the Nigerian industrialization institutions
as relatively self-sufficient, since the economy is expanding rapidly and
resources of the institutions zre being augrented substantially. It will be
very desirable to keep irn closc touch with the Investment Centre ard with the
projected Centre for Maonagemert Dev:lopment to observe their development as
possible models for adaptation slsewhere.

GHANA

53. Ghana's Capital Investmen®t Boar=? (CTB) was formed i1n accordance with the
Capital Investment Act of 1963. 1Its board includes beth government and private
members. CIB is the government's investment promotion agency; it operates the
Ghana Investment Centre in Accra and a branch office in Frank{urt, Gormany.
There are plans to establish o New York office, and possibly others. The
professional stafi includes 10U economists, :nginsers, and accountanis; 14 more
are planned. CIB administers the investmenti incentive laws.

54. Some progress has been mads in attempting to simplify and centralize the
administrative regquirements for an investor. As of this year, there iz a single
form to satisfy the requirements of the Bank of Ghana {foreign exchange), the
Ministry of Trade, Indusiry and the CIB (fiscal incentives). CIB distributes
copies of the completed papers to the uecessery agencies.

55. The National Investment Benk, cstablishcd in 1963, had a votal investment
of 14 M NC at the end of 1968. iThe Development Service Imstitute (DSI), a
division of NIB, provides consuiting service 7o Ghanaian busineswaen as well
as carrying out the preparation of project feasibility studies and =valuation
of project proposals for the Bank. DST has twenty professionals on its staff.

56. The Ghana Industrial Holding Corporation (GIHOC) was set up in 1968 to take
over twenty state enterprises, most of which were in severe financizl trouble.
There are now 18 subsidiaries with 26 factories. The originel value {cost) of
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the aseets was 53.9 M NC, but this is in the process of being re-valued downward.
A UNIDO (SF) project of assistance to GIHOC has been in place for a rnumber of
years. Its original mission was a "rescue™ operation, aimed largely at
establishing financial control. As of the end of 1970, most of the remaining
enterprises had at least been enabled to break even. The project ncw inciudes
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 heginning 1 January 1972 the UNIDO pro ject
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 1ndustr1es.

58. GIHOC is negotiating with the British govermment 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 management
gservices 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 FPhase II project will switch its emphasis to in-plant
consultancy, with 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~operat10n e.g., involving
trade of manufactured goods. ’

61. GChana's current drive to attract new industries, largely relying on outside
private investment, is quite new. The professicnal resources being dedicated to
the campaign, and the evident enthusiasm are considerable. The thrust is offset,
in the view of some observers, by 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
Abvidjan. It is plain that French advisers and businessmen play a major rcle 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. Br~sides the UNIDO team,

;/ This was before the recent currency devaluation.
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the BID has foreign staff members fraom 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 choe plant and a confectionery.

63. There is a serious lack of Ivoiriens with technical or business training.
Moreover the UNIDO project has so far been unable to find people to send
overseas for the fellowships provided in the project. No business school yet
exiets at. the university, but an advanced management school is to begin
operations around the end of this year. A number of local industries run by
Tvoiriens (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 %20 million, but has recently been more or less completely offset by
debt servicing, including voluntary repayments. With exports (primarily iron
ore and rubber) at about #200 million, there was a trade surplus in 1969 of
more than %80 million.

65. An industrial park ‘tas begun. It presently (1971) contains an oil refinerv,
a shoe and rubber plant, and a plastic products enterprise; a confectionery
plant and a match factory are under construction. UNIDO/UNDP has been requested
to provide $1.9 million for further development of the park. The Liberian
Development Corporation is closely attached to the Department of Commerce and
Industry. Much of the work of its canable staff is devcted to performing
project analyses for the Department. Hence a limited amount of new projects
preparation and promotion has been possible to date. The Departiment 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 then totalled about $1.8 million,
of which nearly 90 per cent were in Deutschmarks. The Rank'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 o. agro-
industrial project poseibilities 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 which operates a planning unit
attached to the Ministry of Development. Unfortunately, the original project
chief died before taking over his duties. The Industry expert for the rroject
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 will work wvery closely with the planning unit to
ensure that their work takes into account possible linkages between industry
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 support
for the proposal to establish the African Investment Centre and to support it
with joint UNIDO/ECA resources. It was also stated that ECA assistance might
be sought in.later stages of negotiations which were recently begun between
Sierra Leone and Liberia concerning joint development activities in such fields
as trade and industry.

SENEGAL

7l. There is a UNIDO field adviser in Dakar who covers "Northwest Africa':
Mauritania, Sénégal, Gambia, Guinea, and Mali. SONEPI (Société Nationale 4'Etudes
et de Promotion Industrielle) also has several UNIDO experts under a modest
Special Fund project (#0.5 million for three years). SONEPI appears to be
managed very professionally and with a certain flair. It is a centre for
encouragement of and assistance to Senegalese business. Tt 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

72. Industrial development in Zaire appears to have entered a self regenerating
stage. Projections (mid-1971) 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 toc be in private hands, with the goverument
functioning principally in a regulatory role. A UNIDO project has supplied
several expertis to analyze projects submitted for incentive grants. The UNDP
five-year country programme to be approved at the beginning of 1972 included
about $22 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 maintenance of industrial
equipment, industrial standardization and quality control, assistance to the
Central African Industrial Research Centre, consultancy service for management
training for small-scale industry, promotion of Congolese industry, a study

of the prospects for further development of the copper industry, and a broad
study of the status and future of industrialization. There is alsoc a continuation
of the project evaluation services connected with the administration of invest-
ment incentives.

PEOPLE'S REFUBLIC OF THE CONGO

74. Congo has a sizeable UN project of assistance to the state enterprises
(3 years, #1.3 million). This is an ILO project. The project manager has
been in place for six months (September 1971); two experts are in place now
and there will eventually be 10, including:

~ financial (2)

-~ industrial economist
~ marketing (2)

— organization

-~ maintenance

- logistics

— hotel managenment

-~ transportation

The project will concentrate its attention on 14 of 40 or sco existing entéfprises.

75+ A related project being established by the UN Office of Technical Cooperation
(0TC) from New York is one of assistance to the National Institute of Administr-
ation, This school has secticns dealing with public administration, management

of enterprises, and with economics and planning. It is intended to train some
1,500 people during the next five years, although the actual need is estimated

to be closer to 4,500*. One concern of the institute is to increase the level

of understanding between the administrative officials of the govermment and the
executives of the enterprises.

g/ As one indication of the need for management training, it was estimated
that some 60 per cent of the managerial cadres of the state entervrises are
now foreigners. (However, a large textile mill near Brazzaville which seemed
to be operating very mear full capacity was said to have only +two (Chinese)
advisers. )
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76. The potential for mutual reinforcement between these two prujects was
discussed, and it was agreed that close co-operation could increase the
effectiveness of each. Yor 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 Imstitute.

77. The technical co—operation officials of the government were veory 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 strong
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 establish
such arrangements are presently in critically short supply.

ETHIOPIA

78. A number of agencies share responsibilities in the field of indusirial
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 office has also been active in matters of strategy and has proposed
certain project development procedures, including the establishment ¢f an
interministerial committee to consider esach proposed project. A five-man team
from the Harvard Development Assistance Service is assisting the Planning
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 Company.

81. Over the years numerous sectoral and project studies have been financed
by bilateral and multilateral assistance sources, or performed by the Technical
Agency. The rate of project implementation has been disappointing. It has
been observed that since Ethiopia’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 %o
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. With some assistance from ECA it is under—
taking a campaign to attract investor interest in specific project opportunities.
The Ministry of Commerce, Industry and Tourism has conceived a national export
development: and invesitment campaign and has requested assistance to initiate

an export promotion and investment centre within the Ministry. Initial proposals
were being evaluated during the second cuarter 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 Promction

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, particularly 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 govermment efforts to further stimulate
and to constructively channel the continuing industrial development.

86. One examnle 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
J10~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 its
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 govermment participation and government policies concerning geographical
location of industries were seen as specific hurdles. The fact that Tanzania
had made progress since its nationalization moves three years earlier was cited
as evidence that foward motion would be regained, but a detailed new industrial-
ization policy had yet tc be evolved. Work 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 part:; UDC is apparently going
to be subdivided into specialized holding companies (as in Tanzania); and

a Uganda Development Bank is expected to be formed.

91. The newly prepared UNDP country programme contains an industrial promotion
project. 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.

TANZANTA

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 (TWICO). 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 crganization, 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 million 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. TIB became operational in 1971, inheriting
38 loans and a large number of applications. It is intended to '"re~centralize"
some Of the financial responsibility which was dispersed by the partitioning of
NDC., It has a role in project approval and operational supervision. TIB 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 TIB discuss plans for new projects, all
appear to suffer from a scarcity of top—-flight executive cadres. The Govern—
ment ministries seem less optimistic about short range expansion. There is
talk about "consolidating".  This is interpreted as meaning that unprofitable
operations need to be re-organized before new projects can be accommodated.

~9T7. Tanzania has an Industrial Studies and Development Centre(UNIDO/UNDP—SF)
attached to the Ministry of Commerce and Industry. 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 tc Devplan, was beginning
in the second quarter of 1972, It is called an industirial strategy project

and is being performed under contract by the Harvard Development Assistance
Service. One objective apparently will 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 system 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 transportation routes. Govern-
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 producirc
about $1/2 billion annually.

101. Through its control of the minss, the govermment enjoys a heavy flow of
revenue, much of which is available for capital projects and industrial invest-
ments. An oil pipeline from Dar-es-Salaam tc Ndola, the Dar—es-Salaam-—Lusaka
railroad (1975 oompletion), a new fertilizer 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 govermment is fighting against the label and dangers of a one—commodity
economy. One goal is to achieve near 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 writing 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 servs 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 professor 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 those 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. (Flat
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 year.

107 The drive for 1ndustr1allzat10n is assisted by avewlablllty of large hydro—
electric power potential. The Kafue project (Yugoslavian assistance) and Kariba
North will put Zambia in a position to increase power exports to the Congo, at
.least for a time.

MALAWI

108. Malaw1 is very rich agriculturally but there are no known mineral resources
except a marginal bauxite deposit. Industrial development has been relatxvely
8low and the machinery for promotion is not highly developed.

109. Thé Goverrment has encouraged trade and investment relationships with
Rhodesia,. South Africa and Mozambigque 'out of necessity". In fact, development
of a new national 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 cualified candidates'”. There
is an incentive to Aevelcp additional sources of gocvernment revenue to compensate
for pha81ng out of British budget subsidies — going from %3.4 million (of

total £14 million budget) in 1970 ‘o nothlng in 1G975.
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110. Since breakup of the Federation of Rhodesia and Nyasaland in 1965 Malawi
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
type 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 Development 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 "essential' areas where private investors may not be
interested. MDC projects are limited more by availability of staff and well-
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 fareign exchange is considerable, since
about 300,000 chests a year (110 lbs. capaeity each) are used.

113, There is, as in Zambia, no immediate prespect for Malawi to participate

in a multinational investment centre, O0Officials 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 Govermment pursues a private investment policy it has
recently moved into commercial banking and petreleum marketing with Portuguese
financial backing. This, together with administrative decisions strongly
favouring rapid expansion of these new gevermment-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), By September 1970 plans were ready
to expand an industrial area at Gaborone and to establish another at Prancistown.

118. Industrial development in Botswana has favourable prospects because of
mineral developments 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,

j/ 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 will have worked our way down only twenty feet." A second report estimates
that annual production within five year- may exceed £25%0 million.
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117. A Botswana Development Corporation (BDC) was formed early in 1970 to
accelerate industrial development. Capital funds are being funnelled to the
Corporation throvgh an override on sugar imports from Rhodesia. Thisz amounts
to about $700,000 per year. With initial capital of a similar amount, BDC
estimates that it can participate-in about #14 million worth of prOJeots over
the next four years -- at the rate of about six projects per year. This is
thougnt to be roughly the number of opportunities that the staff of four or
five will be able to handle to thke full depth of analysis desired.

118. BDC has been granted considerable independence and several of i ts
policies have been questloned by some government officials: :

~ DNo project less than R20 000 (%28 OOO US) will be considered.
The governmen?p-¥ot-~BDE, shouldycarry the burden of developlng,
Botswanan entrepreneurs and managers. - : .

~ Routine discussion of.objectives, plans, and priorities with
government development and: planning officers is not anticipateg
:BDC will receive- government polloy direction through its board
of directors. C . :

- 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."

117%. The Ministry-of Industry, Trade, and Water Affairs is severely undermanned,
although there is general agreement that the present skeletal staff is of
exiremely hih caliber. An attempt is being made to e+tablish and staff an
"economic unit" with a commerce expertgand an industry expert. Presumably the.
latter individual will conduct this Ministry's day—to-day relationships with

BDC. 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
Toundation will likely sponsor the head of the new economics unit.

127. The Ministry attaches a high priority to the development of truly indigenous
1ndvstr1es, The desire is to produce local managers and entrepreneurs as cadres
for future self-generating growth.

LESOTHOé/

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

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

é/ Based on a September 1970 wvisit.
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- Approximately one~half of the aple-bodied male labour force
resides outside the country and works in South African gold
mines and collieries. The turnover of this "exported" work
force is 100 per cent per year.

~ The grazing land (stock raisirg is the predominant economic
activity) is carrying twice is =ronomical capacity,

~ A government owned development Tfinance corporation for small-
scale industries (BAFED) is now essentially defunct.

- Out of one million people there are probably less than 1000
employed in manufacturing industry.

122.. Following the "state of emergency" British aid was suspended; consequently
there is no way to be sure what resources may be devoted to govermment programmes
for industrial development. The Department of Planning 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 Lo
missions provide considerable planning material. UNIDO is presently recruiting
several experts, at the governmenti's request, for follow-up in small-scale
industry sectors. These experts will be under the direction of the Commissioner
of Commerce and Industry (Ministry of Finance, Commerce and Industry, which also
includes the Department of Planning and Development).

123. The Lesotho National Development Corporaiion (LNDC) has been in operation

for two or three years. The impact o datz has heen significant. (There are

a carpet weaving company, a candle making plant, a potitery, a tire-retreading
operation, and a hotel/casinog) It ppeared now that “NDC has caught on and

will have a number of new projects moving zoon, iaclucding a shopping centre, a
second industrial centre and a housing project for ezpatriate management personnel.

124. LNDC has written and secured adopticn cf a very liberal pioneer industries
law and a protection law. These; coupled with supplies of water and labour
and access to the South African market threough ithe customs union, provide
strong incentives to outside investors. South African firms are most likely

to find Lesotho attractive as a location for expansion plants, since a "made

in Lesotho' label will improve exportability beyond South Africa.

125. Apart from small-scale indusiry, investmernt promotion is completely in
the hands of LNDC. LNDC maintains virtual independence from government
oversight except through its board of directors which is chaired by 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 affairs. Key posts
in the Ministry of Agriculture and in the central administrative apparatus as
well as in LNDC are now held by South African technical assistance personnel.


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/2CO
Page 26 ‘

SWAZILAND

127. Swaziland is the most developed, though the least populated (under 1/2
million), of the three independent Southern states. The recurrent 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 brewery). Policy makers wish to reduce the
presently heavy dependence on South African capital and managers by 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 are
represetited on the list of potential investors. 'Modest" incentives for new
investment are being considered. (They will not approach the level adopted by
Lesothos )

129. Bilateral trade agreements have been negotiated with Zambia, Kenya, Uganda,
Tanzania, and Malawi. Swaziland is very much interested in negotiating a form .
of associate membership in the East African Common Market., She would like
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. Unfortunately both the British ODM and USAID
have indicated that their aid will continue to focus on agriculture and education.

131. The government now defines the economic problem succincily as finding jobs
for 4000 new members of the labour force each year. Although Swaziland 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. Industry is
thus relied on to provide a large share of the needed jobs.

132. A UNIDO:expert has been assigned to define a comprehersive industrial
development .programme. His initial "scoping" of the situation — not yet fully
drafied — is impressive for its simplicity und clarity of concept, harmony
with 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 tlie number estimated to be needed. It is
ambitious in capital and manpower requirements. It requires a high degree of
integration among some elements of the programme. Although mest of the invest-—
ment will be private, somé key underlying portions are agricultural and will
require concessional loans, grants, or subsidies. Large mumbers of expatriate
experts will be required. The whole programme will probably axceed $50 million
including roughly 15 per cent infrastructure investment. The implementation
proposal will probably involve a ceniral programme staff ard sub-projects
agsigned to each important ministry.
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134. A very dynamic small-scalc induciry project headed by a senior 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 #100,000 intc a string of specialized
small~scale industrial estates in several parts of the country. A key to the
project is the provision for technical exiension and business advisory services
as well as common buying and marketing facilities. This project has reached a
gtage 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 by, or proposed for adoption by, African Governments 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 fivz/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. DBut 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.

l/ 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 by
ECA and UNIDO.

g/ 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 INVESTMENT PROMOTION CENTRE

1,0 INTRODUCTION

The Secretariat of the Economic Commission for Africa (ECA) proposes
thg,establishment of a National Investment Promotion Centre (NIPC) in Country
2/ Tt is felt that such a centre could accelerate investment results, and

that its establishment would be a timely undertaking.

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 may serve to enlist support for extended operations later.

In its present form the proposal is tentative. Many important parts of
the proposal are necessarily general at this stage. It is published for purposes
of discussion and modification, as a means to allow Country R's government to
judge the feasibility and attractiveness 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. lixpected results are:

1) Concrete project promotion results (e.g. the attraction of
new invesiment),
2) Strengthening and harmonization of investment climate,

3) Provision of a focal point for invsstment promotion activities
within Country R,

4) Provision of overseas representation on an economical basise
As deteiled further in Section 3; top priority will be given to demonstratine

the effectiveness of the Centre's operating methods through attainment of one or
more promotion 'successes'" at an early date.

;/ BCA, in co-operation with other agencies of the United Nations and appropriate
organizations in Africa and abroad, is implementing a vnrogramme 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 by 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 di:lyibuted to
govermment officials in advance of the mission referred to above™.

~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 Govermment 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 o0il refinery at the pipeline terminus is also
pro jected. '

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 scught in those consumer products that
can use local raw materials., The Ministry of Trade and Industry is energetically
analyzing opportunities for import substitution.

The drive for industrialization is assisted by availability of large
hydroelectric:-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.

l1.2.2 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.
An analysis prepared by a professor at the National University effectively

4/ "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, ECA, June 1970,
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‘presents pros and cons, Since the per capitaincome is already higher than

that of two existing members, it appears that a degree of '"self-denial' on
behalf of those .two countries would be expected. The question of currency
devaluabtion aiso arises because of the internal price levels. Another compli-
cating factor 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 planta>

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

_Country A, there is the planned road link with Country B (vilateral financing),
increasing trade activity with Country C (including some agricultural products,
such as potatoes and citrus, formerly purchased from a more distant source)

and an increasing flow of trade with Country D (partly motivated Ly the latter's
desire to reduce trade with certain partners). Sugar, radios, and blankets

will be scld to Country D hy the end of this year. As an apparent exception

to this expanding activity, commercial relations with Country E appear somewhat
cool.

1l.2.3 Investment Promotion Machinery

Promotion of new investment is often pursued through writing to a few of
the Lzading manufacturers whose goods enjoy strong import demand and inviting
discussions. There was interest among officials of Country R in the kind of
industrial 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 in the sub-regional Investment Promotion Centre; it was also
felt that trrde commissioners and commercial attaches are not in themselves
a sufficientiy powerful investment promotion tool. There was interest in any
scheme ECA might devise to provide effective overseas representation at reasonable
cogt. Wo discussed the concept of an "Africa House'" in indusitrialized centres

“as one way (though quite possibly impractical) of pooling resources to serve a
numbher oi countries economically.

1.3 Conclusiong _and Tentative Proposal

1.3.1 Conclusion: NIPC Could Fill a Growing Need . .

The Govermment has made great strides towards its development goals. But therc
are special probiems faced by the nation which suggest the need for specialized
outside assistance: .

1) the unfavourable economic effects of the dislocation
of traditional trade patterns, ; , -

2) faliing commodity prices coupled with the recent
crippling indusirial accident, and

3) the shortage of managerial and entrepreneurial manpower
which is a direct resul®t of the expansion already achieved.
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A11 of these problems tend to slow down the attraction of new investmenti
on favourable terms. The NIPC could fill a growing need which is indicated by
the following characterization of the present stage of the nation's industrial-
ization:

&) In the not too distant future, opportunitieéifor 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 viability;
i.e. they require markets considerably larger than the national
market along, and often depend upon exports even beyond Africa.

¢) There is increasing PEgssure to provide industrial jobs to
absorb school leavers~e

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

e) 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,

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

g) A weve of new technical and promotion-oriented institutions is
being formed in neighbouring countries to tackle the next phase
of industrial development,

On the basis 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.

l1.3.2 Summary Proposal: A National Investment Promotion Centre

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

j/ After twec 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.

é/ This may be less a problem in Country R than in some of the neighbouring
states.
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enlisted to supply technical and financial 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 amalytical burden to the prospective partners,

(3) use or adaptation of promotion techniques proven through use by other
developing countries. OSubject 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.

When 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 very 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 conditions
of increasing complexity and sephistication 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 country.)

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 credibility for NIPC by obtaining tangible investment results quickly.
Only such results can demonstrate that the overall scheme is workable. In this
way it is plamned 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 these 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 more Govermments 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 by 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 esserntials and to keep financial require-—
ments realistic;

-~ (et 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 the programme's practicability
(more ambitious projects should follow);

~ Bstablish direct contacts with prospective investors 1o
©  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 ihan the national market alone
can supply:

- Demonstrate concrete results as swiftly as possible to
justify initial confid=nce and earn continued and expanding
support;

- Attempt to enlist multilateral 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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2.2 Longer Range Considerations

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 gereral,
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), above, it
might at some future time be appropriste 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 new 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 detail 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 Govermment
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 informetion on
the following major topics:

~ Functions

-~ Affiliation

~ Organization and Staffing

-~ Relationships and Decision Processes

~ Initial Operation - implementation Schedule
- Overseas Representation
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3,1 PFunctions 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 hy
NIPC is the following:

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

2) Identify and define projects (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 Govermment formalities);

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

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

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 agencies;

13) Provide economical overseas representation.

l/ 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.
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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 will be to implement one or more projects
or project pagkages. Operation of the Centre will be 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 per se,
rather than on the completion of detailed feasibility studies. The work will
revolve around creation of promotional materials (based primarily upon existing
technical materialg?nd subsequent contacting of and negotiating with prospective
investors locally = and 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 *asks are required to enable a specific

project promotion to succeed,

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 publie¢ -and private agencies
concerned with acceleration of industrial development, including both publie
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 .inistry of Commerce and Industry, since t.at body has an overall
responsibility for industrialization policy and planning. It could also be
argued that the development corporation would be the most effective sponsor,
since prospective investore might prefer to deal with industrial executives rather
than with Government officials. A third point of view would hold that NIPC
should be an independeni 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 deserves appropriate discussion by the Government and

other interested agencies,

3.3 Organization and Staffing

Since it is not known 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 recuirements are believed to
be substantially independent of this cquestion. :

§/ Strong efforts will be made tco identify and interest local businessmen who
may be in a position to participate n new or expansion projects.
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J.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.
A1l or almost all of the staff members must be fitted by both tomperament and exper

They must be

jence for devising and negotiating provisions of project agreements.
equipped to deal competently with high level Government, financial, and industrial

officials.
.Siﬁce the number of skillé listed above exceeds the number of professional

staff members likely to be initially available to the Centre, compromises will:
For example, legal experts of the Govermnment may be available for

have to be made.
consultation, and so obviate the immediate need for a trained attorney on NIPC's
In other irstances as individual may combine several skills. An industrial

staff,
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
gkills. He must be the dynamic force behind the entire promotion process. He must
be capable of leading and often of "doing" the following: identifying suitable
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" orojects through detailed design, complex negotiations, and
possibly on into implementation.

The Director may 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 indusirial officials that their
interests are served by a particular project, and to establish the kind of relation-
ships with Govermment policy-making officials that will lead to fruitful negotiations.

3.3.3 wNational Investment Promotion Council

In addition to the direct staff of the Centre, there is need for a formal
advisory 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 pafticipating
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 Govermment, might be the Director of-the

an?re, 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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3.4 Relationships and Decision Process

By its nature as a 'catalytic" promotion agency the Centre can function
successfully only if its constituency supports its efforis. It is therefore
essential that the Centre personnel, and especially the Director, have extremely
close working 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 aud negotiated will be key to each country's industrial and export
development.

3.4.1 Domestic Working Relationships

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

3.4.2 Working 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 individual countries' investment promotion agencies. Such contact will
serve two purposes: Yboth to co-ordinate overall programmes and tc 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 phactes of projects, too; these other organiza‘ions can be very important.
In somc 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 '‘packages' which invididually meet prima facie tests of acceptability
to all of the Governments. In other cases NIPC may structure such a 'package."
National 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 country. 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 discussionse.

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 Cenire will have programmes
which can eventually be tapped for direct assistance to NIPC.

A number of projects sponsored by UNIDO, ILO, ECA, 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 veio implementation of any project by
refusing to issue the necessary authorizations. Similarly the development
corporation will often have a similar cdpability by simply declining to participate
in the financing. In the case of projects or packages involving more than one
country, any one of the Governments or statutory financing bodies can block a
proposal. o the Director must make his decisions with care, keeping communications
channels clear, to be reasonably certain that & 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 w1th desires, plans, and priorities
of the Govermment (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 partmers. Only when initial
mutual assent in principle has been arrived at, will the project be a worthwhile
subject for detailed evaluation. TFor this reason it would usually be a waste of
time and energy to go through formal approval channels at the initial stage.

t it is important that the interested agencies and officials be kept informed
of actions taken and be made knowledgeable 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., Comments 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

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
Govermment 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
opportunity to assure themselves that the national interest will be advanced by
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? :

t

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 successful., 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 concentrated time span. Another-
is to offer to pay a prospective investor's expenses to investigate the opportunity
in the field., A third is to rely on commercial attachés 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.

Yat 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 regerding overseas
representation may be instructive, although it does not appear that any of the
better known extra—-African approaches could be transplanted to Country R without
extensive modification. Each of the following cases does illustrate certain
elements which we may adapt to our use. o

The Indian Government has a number of c¢ffices 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 licemsing
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.) e

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. The
Centre's role seems to be much broader, yet 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's investment policies per se determine whethcr there will be additiomal
investment by German businessmen. There is no thought that "selling" plays a
significant 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
.trade promotion centre. It appears *o function in close co~operation with the
Indian Embassy in Bonm.

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 #ize
scale of Country R is the case of the Irish Republic, which has a population of
legss than four million. PFrom the disastrous days of the ''potato famine" and
from a situation of actual population shrinkage caused by emigration, less than
twenty years ago, the Irish have made rapid strides in atiracting 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 secretary.) The key factor in the effectiveness of these
representatives appears to be their direct approaches to selected investor
candidates. To back up the field peopnle 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 rapidly transforming itself inté a modern industrial one.
Statistics indeed are impressive .and -the physical evidence of industry is little
short of overwhelming in the vicinity of San Juan. (One or itwd other cities have
also grown rapidly.) But it must be acknowledged that much of the phenomenal
development 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 says 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 are 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 tightly 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 by NIPC in achieving its goal of substantial new invest—
ment in Country R, is the definition of projects which can be accepted by the
Government and will at the same time be attractive to potential investors. As
described in Section 2, "Summary of the Investment Promotion Approach", we 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 which 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 Criteria for Project Identification and Packaging

£4.1.1 Criteria for Project Identification

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

-~ High priority in the national development plan (e.g. for

import substitution or for prospects of earnings foreign
exchange through exporting).

~ Use of indigenous raw materlals or semi-manufactures
(forward integration)

-~ Opportunity to develop 1nd1genous raw materials (backward
1ntegrat10n) -

~ Opportunity to exploit horizontal llnkages

~ Special circumstances (e.gs 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

4.1.2 Formulating a Project "Package" for Multi-country 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 econemically
attractive, it will be highly desirable to consider co—operative arrangements
with other African countries. In these cases the NIPC approach suggestis that
‘a package 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 project but an assemblage of projects or project elements
to form a total package acceptable to all of the co—operating countries.

Thic 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 (c.g., those in East Africa) in three important ways:

o —

9/ Please note that although a package may comprise several projects, a package
can be formed from one project, where the project has identifiable elements
Woich can be allocated to the several countries. Please see Section 4.3 for
3 brief discussion.
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1) Machinery is to be estab.ished Zor proposing, following up,
and administering the jpacrcges

2) The packaging activity is on integral part of tne investment
promotion (implementation) agency

3) A pragmatic approach will ba followed which puts top priority
on securing agreement ¢a ons or more (possibly small) initial
packages as proof of feasibility. JAgreement on more massive
projects is tc bz tackled only after initial success improves-
confidence in the systenm,

4.,1.3 PBvaluating a Proposed Package

Criteria for determining whether a specific package deserves acceptance by
all prospective pariner couniries are extremely difficult to propose as permanent
and inviolable commitments., TIndeed it is recommended that very little effort be
devoted now to seeking "final" ecriteria. Instead it is urged that a tentative
baseline scheme be agrced on for use in evaluating the first few packages. It
should be agreed in advance that acceptance of such 2 scheme at this stage and
its use to secure agreement L the govermments for implementation of one or more
packages shall in no way establisr a hinding or moral precedent with respect to

later packages.

Selection of the tentative mm3c¢line evaluation method nevertheless requires
some discussion. Everyone is familiar with the general idea of 'social cost
benefit analysis" (SCBA)° While 3CHA is conceptually the tool one would like to
use for the purpose at hand, itc apnlicatvion it complicated and not yet adequately
reduced to practice to b= recommonded here. 4 muech oimpler substitute has been
devised for discussion and possibin a~piication in the rurrent situation. The
method is described in detail in an sppendix %o this document., (Ses Section 6.)

In the last analysis, a vigorous Tormvla for calculating benefits to.each
of the countries can pvob:hly ouly he wwed to arrive at a first approximation
of the worth which each countrv ic aciually preparzd io assign to a package in
the course of negotiations. Ilence there can be cases in which the uncompromising
application of a numerical method o1’ anaiysis would impede agreement by indicating
in the record that a paciuz. ls a9t susizbly balanced, whereas the negotiators, for
varioug reasons (some not readily quantifiadle) are in fact inclined +o accept
the package.

‘Use of the described analytical method, or some other yet to be proposed,
is suggested as an optional method. It at least may prove usetul in putting
together packages 7o be offered *o the governments; +to that en? some discussion
of the criteria on which the method is based will be a helpful guide for further
work,

4.1.4 Eliminating Perpetual Covenants

An item frequanitly c¢itel 23 =~ rcadblock to co~operative industrial develop-
ment decisions is =icoug winiiase OT M"perpoinnl covensnts'. Tach government is
unwilling to commit itscli never to :emufacture a product besause it is being
allocated to another eountry. VIPC nroposss o aiscourage irrevocable commitments
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of that type. Instead, = package commitment will typically be dbinding for
five or seven years only. After the initial period it will be automatically
renewed for successive iwo year periods unless one party gives notice of intent
to renegotiate or terminate the agreement.

4.2 Candidates for Initial Promotion

Availability oI projecis and packages to form the Centre's initial
"inventory'" is basic to the success or failure 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, bhoth at the national level
and for multi-country markets.

It is expected that tha task of accumulating information from these sources,
and perhaps others, and of establishing a preiliminary listing and description of
projects to be included in the initial promotion inventory will be undertaken as
soon as the Govermnment has accepted the basic NIPC machinery. At that time
the matter be given urgent attertion, since no promotion can take place without
suitable project material.

4,3 Alternative Complementatio. Arrangements

As already stated, NIPC expects that certain projects will be economically
more attractive if designed to serve markets greater than a single country. This
implies that a production faciliy will be located in Country A and that the plant
shall have duty free ~ccess to ,and p2rhaps a monopoly or semi-monopoly position
in) Countries B, C, D. etc, This measure aims at assuring a sufficient market
for the plant's oulput to secure the advantages of manufacturing scale economies,
But a potential difficuliy exists with respect to achieving acceptance of the
arrangement by all co-cperating govermments. The difficulty arises through the
necessity that Countries B. ¢, D, ets., ({(a) agree not to manufacture the product,
(v) allow their own balancc-of-pa;ments to be affected by sales of the product in
their countries, and (c¢) give up whe receipt of revenues from import duties.

A number of m=thods have been piroposed, and some have been employed with at
least limited success, in order o offset or ameliorate the undesirable effects
which could arise from uncontrolled development. Here are some examples, dbriefly
characterized: ‘

1) Decentralization

A project may e decentralized so that certain product
components are produced in ~ach country and assembly is
carried out ot i cenvral location. If raw materials are
distributed in & convenieat oy and the product is complex
enough to lend izself te this epproach, there may be only
minor economic penalities. (Automotive vehicle production
is a good cxample.) Ia thig manner, one overall project,
suitably divided. may “orm a complete balanced 'package"
in itself.
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2) Combination

Several projects which could be separate from the technical
point of view may be considered as one 'package' for the
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 negotiation 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 ¢ountries by

a producing country through arbitrarily and unnecessarily high
prices., Ownership, whether public, private, or mixed, could be
allocated on a proportional basis. Distribution 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 o
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 whose
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 complementétion is not to propose a
gingle, specific answer 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 economic effects of
the proposal may be evaluated and adjustments made if necessarv.
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5.0 FINANCING THE CENTRE

51 The Domestic 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 tfi7e sources; the Government (directly or via a device

such as a levy on imports)=—% multilateral and bilateral aid funds; and charges
for services rendered.

It is probable that charges for services rendered by 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 way 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 $¢ vice, and the local costs associated with the service
of expatriate personnel,

5«2 OQOverseas 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. '

10/ TFor example, the Botswana Development 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.

11/ 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: SUCGESTEL METHAD FOR TVALUATING PROJECT PACKAGES

6.1 Need for a Simple Numerical Method

The purpose of this cpperdix is to present a suggestzd method for evaluating
project packages proposics. for accepien:: ¢y mors “har. one government, As indicated
in Section 4.1.3, it is not likely that a rigorous nurerical calculation can
completely take the place of the time-honcu_-d "horsetrading" approach to negotia—
ting agreements on industrial co-operation. But the mathod described here may
have value as a convenient suppl=ment to tha “raditional approach. It can serve
at least three functions: (1) it caw yield a ficsti approximation to the value
which a country might reason~biy assigp to the benz2fita i% would receive from a
package, (2) it can provide au iinlication of how well halanced the package is in
distributing benefits among the countries. and (3) it contains built—in flexibility
to allow "special' factors tou h= given weight in the calculations, even though
they had not been included specifically in the original criteria.

In defining criterie for Zveluating ordjec: oackegés we automatically provide
guidelines which may be used in consirucuing projsct packages. In other words the
method is a tool which can be used ©to put logether packages whose "fairness" can
in turn be demonstrated - at lcast o a firss order of approximation. As such, the

tool may speed up negotiatiorz for nraject adoption.,

.

6.2 QGQuidelines for Desigring '"Faix™ ;

Project Fackage

The two benefit factors whi.ch prostably come to mird most readily when
considering co-operative indus*ilial projecihc are jobs and foreign exchange. Thus
these have been used as the hasis Ior the first two criveria. Next, from experience
we know that we must have a way %o adjust for differences in project timing and in
build~up rates. A third critericn ras be.n added te veriiit the needed adjustment,
Finally, since in a given situation <inere is lixely to be somsthing important,
which is not covered by the first three facters, ve ald a fourth t¢ deal with all
"other'" matters of significance. Thais set of criteric s by definition broad

]

enough to encompass any clemernt congidered fto be importart in a given case,

6.2.1 Formal Statement of Criteria

The criteria described 2bove may bz written somewhat more formally to serve
as guidelines for defining pani=ges:

1) The sum of new direct and vrimar indirect employment
in each country should be in provortion 1o toital expected
sales in that country (for the package as a whole) over
the first five years of oreration. For purpcses of
evaluation, each iob is considered to he worth 31000 per
year.
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2) Foreign exchange earnings (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 proportion %o populations
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 will 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.

v Specifically, 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 CGovermments. 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 country'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 developedlgz 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 Weighted Value (NWV)

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

Value element Numerical expression
Employment value h + 1000 x (direct + primary indirect employment)
"Internal" sales value + S=year average of sales among participating
countries (including domestic)
Import duty forfeiture - Forfeiture of previous import duties (3-year
average)
Exports abroad ' " ¥ S5~year average of other non=hard currency sale
§+ 2.5 x hard currency sales
Start=up penalty - 20 per cent of any start=up inequity
(cumulative)

Special situations Any special items

1+

Total NWV Sum of the above

The NWV 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 NWV'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 Weighted Advantage (NWA)

In order to determine whether the package is balanced, the criteria are
used to define another index, this one the '"nominal weighted advantage" (NWA). 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 NWA will be negative; if it comes out ahead, the NWA
will have a positive value.

12/ This principle is not novel; it is recognized -in the basic agreements
underlying the co-operation among the members.of tie East African Community,
for example. '
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The Nominal Weighted Advantage (NWA), expressed in & per year, is the
algebraic sum of the following:

Advantage element Numerical expression

Employment advantage
Foreign exchange advantage
(except hard currency)

Hard currency advantage

Start~-up inequity advantage

Special circumstances + Annual value

Total NWA _ Sum of above
A key to the symbols used above is provided in the following list:

Ex Direct plus primary indirect employment in country X at planned capacity

ET = Total employment for the package as a whole (in all participating countrles)

STX = Total package sales w1th1n country X (five-year average) -

STC = Tetal sales among co-operating countries

Syp = Foreign exchange earnings (sales) from package by country X

STF = Total foreign exchange earnings for the package as a whole

SXH = Hard currency earnings (sales) from package by country X

STH = Total hard currency earnings for the package as a whole ‘

IX = Cumulat?ve scheduled deficit of sales for country X compared with full
production

IT = Sum of cumulative scheduled deficits for all participating countries

PX = Population of country X Ce e e e

PT = Total population of partiqipating countries

If no country's NWA is more than five or ten per cent of the corresponding
NWV, the package should be considered 'balanced'". This would mean that each country
could nominally expect to receive a share of the benefits within a few percentage
points of its "cor g t'" share. Accuracy of the calculations does not justify
closer judgements.

13/ 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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7.0 APPENDIX 2: PRECONDITIONS FOR SUCCESS OF
MULTI—COUNTRYVINVESTMENT PROMOTION

The mogt 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
markets 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
not 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 of the partner States
are generally similar.

2) Ouite 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) TIn 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 (1) if they believe competent implementation
machinery 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 AND INVESTMENT CENTRE (EPIC)

Preliminary Description and Operating Plan
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 EXPORT PROMOTION AND INVESTMENT CENTRE (EPIC)
1. INTROLUCTION

1.1 Background

The simultaneous increase of imports and absence of expcrt 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 Council has called for the establishment of
an Export Promotion and Investment Centre (EFIC) within the Ministry
of Commerce and Industry. This document describes the planned EFIC
and details its 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 expert 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 otherwise 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 Xr's 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-.ased, public and private, "national"
campaign.

1.2 Objective and Operational Approach of EPIC

bThefobjective 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. 1Independent and supporting activities to accelerate the flow of
export development and investment projects and to facilitate their
successful implementation. o

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's operatirg results 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 Country 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 bve accomplished.

2. THE WORK AND ORGANIZATTON OF THE CENTRE

2.1 TPunctions of EPIC

As indicated in section 1.2 EPIC's work comprises:
l. Direct services tc businessmen, and

2. Indeperdent and .apporting activities to accelerate the flow
of export development and investment projects and to facilitate
their successful implenentation.

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

Group A: Direct Services to Businessmen

1. Advise (directly and by referral) concerning identification,
evaluation and exploitation of export development opporiunities lﬂ/
involving, for sxample., new markets and new or improved products.

2. Advise (directly and by referral) concerning identification,
evaluation, and exploitation of investment opportunities.l4

ié/"‘ii‘?é’obviously true that meny "export development" projects involve

- substantial investment in production facilities, product development,
etc. 3Similarly, many "investment' projects require the development of
external markets to achisve 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.

5- Assist in locating trade and investment partners (locally and/or
overseas )

6. Assist in obtaining necessary official approvais.

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 invesument and/or export expansion.

Group B: Independent 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 implementavion.

2. Identify and monitor those activities, e.g., infrastructural
and "supply-side' projects, which will have favourable direct
impact on investment and export development. Urge the adoption
of means to accelerate such activities where appropriate, and
ensourage prompt use of de s 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 sgencies for adoption
of incentives and of measures to remove obstacles, facilitate
credit and insurance provision, simplify procedures, and
generally to ensure that the climate 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. May involve discretionary 'survey grants".)
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6. Make available the Centre's experience and expertiisc to
govermment planners and policy makers for the evolution of
development objectives and programmes, 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!s own
resourceés in carrying out the prescribed functions.

8. Establish.and maintain relationships with appropriate bilateral
and international organizations to obtain optimum benefit from

services offered.

2.2 QOrganization 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 Dirsctor
General. [t is he who must establish top level relationships with other
governmental and parastatal organizations and whose judgement must prevail
when questions arise concerning the political feasibility cf 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 Project Officers carry the extensive workload of "direct
services" (Group A above). In addition they may be assigned tasks in
the "indeperdent" project generatior and promotior act ' vities (Groups
B-1 and B-7 above). . A feature of the Centre is that nu rigid organizational
distinction is made between ‘texrort™ 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 activitizc are so
closely inter-related. In selecting 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 requiremceniz.
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EXPCRT PROMOTION AND INVESTMENT CENTRE

MINIMUM "SELF-CONTAINED" INITIAL ORGANIZATION (Phase I)
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The Programme Director is 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 secretarial services on the basis of workload
and makes necessary adjustments in secretarial assignments due to absences,
etc.

Twenty-four pfﬁyle are saown on the diagram. Assuming that six of
the professionals=Z/ will be furnished by technical assistance agencies
(see section 4.1), this means that eighteen must be recruited and

financed locally. The diagrammed organization may be referred to

as a "minimum 'self contained‘' organization'. It is believed to be
capable of carrying out the assigned TPIC mis;ion during the first

two years of operation. As the Centrefs programme matures and as the
results becomre apparént, the workload will have a tendency to increase
rapidly. This mark of success will require expansion of staff and the
addition of certain more sophisticated services. Included among these
will be the sventiual establishment of overseas branch offices (see section

4.6).

The project officers will work in pairs,; one senior and one
junior man forming a team. New inquiriss or independently generated
projects will be assigned to a project officer who will be responsible
for handling the matter until it has been completed, and for reporting
status periodically.

Activation of the Centre is urgently required and the organization
described above can be loaded to capacity almost immediately. If delays
in establishing the Centre at the prescribed initial level are unavoidable,
it is possible and appropriate to begin a pilot operation with a bare skeleton
organization as shown below:

- ———————

15/ Director of Operations, Programming Director, and four of the eight
project officers.
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EXFORT PRCMOTION AND INVESTMENT CENTRE
SKELETON "PILOT OFERATION" ORGAKIZATION

comTTT 1
! Director |

4

SV

!»_ﬁuku*g_i Secretaries (2)!

|

|

. ‘
! Programme | | Project
Officer { 1 officers (3)

P st e —n3 1 ao— e

This approach could use othérwise lost time productively in organizing
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 lor~ical extrapolation of the services
and organization specified for the initial phase of operations. The
phase II organigation 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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EXPORT PROMOTION AND INVESTMENT CENTRE

PHASE II ORGANIZATION (ILLUSTRATIVE)
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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.

(B.g. key infrastructural, agricultural, and tourism

projects will be monitored as well as direct +trade and investment activities).
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2.3 The Bxport Promotion and Investment Council

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 intended 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
administretive rulings, 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 BPIC, Executive Secretary
Governor, National Bank
Planning Director
General Manager, Technicai Group
General Managar, .lational Bank of Ccamerce
Minister of Finance
Chairman, Tariff Commission
Director; Customs Bureau
Minister of Agriculture
General Manager, .Development Bank
General Manager, Tourism Development Corporation
Executive Secretary, Nationmal Commodity Board
General Manager, National Grain Board
General Manager, Meat Board
General Manager, Natural Resources Holding Company
Secretary General, National Chamber of Commerce
Secretary General, Provincial Chamber of Commerce
Twelve private sector members, selected by the Chambers of Commerce
from among leading businessmen 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 expecéted 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 Council is specified.

2.4 The 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 Finance, or Designee
Minister of Agriculture, or Designee
Planning Director, PLANOPS
President of the National Chamber of Commerce
General Manager, Development Bank

In additicn to the “statutory'™ functions mentioned above, the Board
has a crucial role in the operational success of the Centre through
individual ~actions of its members which affect the Centre's work. Their
collective support in such other bodies as the Ministerial 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, licensiag, and registration, inter-—alia, as well
as its own budget approval procedure, will provide additional key decision—
making links with EPIC.
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3. FACILITIES AND FINANCING
3.1 PFacilities

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 the convenience of businessmen. (In any
case there is no space availa®l= 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.

3.2 Sources of Finance

Five sources of finance have been identified for EPIC. These are
summarized below:

Budgetary allocation: ~The Ministry has budgeted a regular allocation
for EPIC. For the year 1972 this allocation is #$100,000. Puture 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 cf a Trade Promotion Fund. This Fund, when established,
will be earmarked for use by the Centre, as a part of the financing for its
regular programme of work, subject to normal EPIC budgetary 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 facilites.
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 persornel will be requested from one or more technical assistance
organization(s). The aggregates amount of such assistance to be requested
will probably be betwsen U3,200 000 and 300,000 per year depending upon the
source(s) and upon the results of preliminary negotiations. The as31stance
will comprise mostly expatriat: personnel costs and related travel.

Fees: ~Experlence showg that fee rozeivts from an enterprise such as
EPIC should not % budgeted at any appreciable figure, if at all. Fees are
usually established principally as a device feor selectively controlling
the use of manpower rcsources in certain service activities, and to restrict
unessential disiribution of publications.

It is a goal ¢f *he Ministry tc arrange for EPIC to be financially
self-sufficient; i.e., 50 have - assured source of income sufficient to
meet. its ordinary needs. The Trade Promotion Fund may come close to prov1d1ng
the needed independence, if it is carefully designed. ‘An amount of approxlmately
0.25 per cent applied as a general levy on imports would produce enough
reveme to support the Centre and its eventual overseas operations lé?

3.3 Cost of th= Cenire

Initial budget estimetes for EPIC have been prepared, and are
presented below in thre~ exhibits: a salary schedule, the recurring
expenses estimate, and an estimate of the initial outlay for office
furnishings and equipment. The operating cost of the Centre, excluding salaries
and travel exp~anses for expatriate experts to be covered under technical
assistance grants, is approximately }135,000 per year.

Salaries have ween ssiimated at <alues intended to be sufficient to attract and
retain qualified staf{ as specified in the appendix. The training and experience
which staff members will obtain will make them attractive to the private sector;
accordingly, gocd peonle cen only be retained by paying competitive .salaries .

(It should bve c¢mphasize? *hat the reasonableness of salary estimates shown
has not been cziesvivaly verified. This will require consultation with a
few selected usinersmen. ) '

167 The principle of this move is that imports should bear the financial burden
of developing exporis to offset them, including the development of related
investnzni projacts. At the same time, imports of materials for export-
products should b: exempted. :


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


Director General

Director of Operations ...

(2) Secretaries
Administrator

Accountant ...
Clerk ... .o

Driver .. ces

(4) Secretapié$/typists
Programme Director
Publications Officer
Programme Officer
Statistician/Research Officer

Senior Project Officers (2) ...

Project Officers (2)

% Salaries for expatriate experts

to

SALARY SCHEDULE
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Monthly .. . Annual
cee aes £800 59,600
.es piq A
... (2) 240 5,760
cee e 500 6,000
ces eee 300 3,600
veo eee 200 2,400
e e 50 600
eee  ess Avg.110 5,280
cve  sen x bis
ce ees 300 3,600
ce e 300 3,600
cee  ees 250 3,000
cee «s. 300-500 7,200 -12,000
e e b1 b4
ves  ees 200-300 4,800 - 7,200
cen  ees * &

#55,440 -62,640

be determined by donor agencies.
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RECURRING BUDGET
(for first full year of operation)

Salaries (excluding expatriate experts) 555,440~62,640
Travel and subsistence allowance (excluding

expatriate experts) 8,000
Office SPACE cos sse eav see eos  ose 5,800
Telephone, telegraph and postage ... ... 2,000
Books and periodicals seo  ses  sse  ese 12,000
Office supplies cer eee eee eee e 2,000
Advertising and publicity eee eee  eee 2,000
Consultant fees s cer  ese  ses s 30,000
Discretionary grants ces  ees  eas  saa 8, 000

Fairs and exhibitions eee  ese eoe  ess -

Contingencies csc ses see sae  ase | 2,000

5128,440-135,640

FURNITURE AND EQUIPNENT ESTIMATE

(2) Executive offices cee eee. wae 2,000
Secretaries! office (2 secretaries) ... 1,200
. Admi; istrator's office cee eee  sas 600
Accountant & Clerk's office (2 men) ... 800
Secretarial office (4 secretaries/typists) 5,000
Programme Tirector's office ces  ees 600
Programme office (3 menm) .ov  cev ... : 1,000
(4) Project Officers offices (2 men each) 2,000
Contingencies ... ... . ses  ana 3,000

$16,400
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4., SELECTED SPECIAL TOPIC3

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 e=2lected by the Ministry
after preliminary discussions and evaluation of interest.

The question whether such officers should be advisors 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 nationals possass ready-made
background, and to train local people rapidly by example and on-the--jeb teamwork.

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

4.2 The Programming Activity

As the operational focal pecint for the national expert promotion and
investment campaign, and as secretariat for the Council, EFIC is cxpected
to identify, monitor, and repcrt on the progress of at lzast the principal
activities which affect the campaign's results. Consequently the programming
unit of the Centre will periodically prepare a "Prograrne rlan' 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 bz covered in the
campaign programme plan may be seen from the partial illustrative listing given
below:

PROJECT/ACTIVITY COMMENT/ANALYSTS

Agriculture
Meat Board

- Hides and skins standards
- Stockroutes

!

Major ircrease in export value
Provide more and heavier animals
for export

Demonstration Project
—~ Rapeseed for export

!

New production being considered
- Prcject staff may organize marketing


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 14/1MR/200
Page 48

PROJECT/ACTIVITY

Commodity Board

- Washed Coffee

- Co~operatives

- Expansicn of "high quality"
markets

e e e

Ministry of Agriculture
— Minimum Package Programmes

Transport
Highway Authority

- Completion of lowlands route to
the port.

-~ Road completion to East Africa

Ministry 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)

CCNXENT/ANALYSIS

Increased foreign exchange
from coffee quota

Export potential (?)

Drastic reduction in transport time
and cost

Will allow switch from sea to rapid
land route : .
Additional impetus to tourist traffic

Should increase mumber 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 tax rebateg, export credit
facilitation. :

Specific Investment/Export Expansion Projects

Company A
Fresh vegetables export by air

Company Bﬁ
Intensive cattle raising project

% Company names withheld

~ New Cutlet
—~ 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 COMMBENT/ANALYS IS
Commodity Board '~ Increase revernue and employment from
Freeze dried coffee project quota sales

— Decision soon

!

Forest Industries Development Study - Includes project identification to be
(ECA) completed 7/72

Additional projects later ~ Will include major tourism projects
Other Activities

Fairs and Exhibitions
(Chamber of Commerce) details later

Trade missions
Details later

Joint actions with
diplomatic missions abroad

Company Cﬂ "l - Under consideration by a major
Establishment of Management ‘ firm
. Consultancy Services ~ 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-l 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 Development Bank as a means of fulfilling its own need to
find projects and project sponsors to finance. The scheme has been serving
as at least a short term substitute for a more frrmal industrial programming
activity. EPIC will wani to co-operate with the 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 and 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 industrial performance and trends.

& Company name withheld.
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4.3 Co-ordination With Other Organizations

As a top priority order of business after its inauguration, EPIC
will have to establish direct working relationships with a mumber 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 Le 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 interpret; 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, and their consultants (often provided by technical
assistance agencies).

For the moment there exists a large backlog of studies performed
over the past six to ten years, which may still be capable of stimulating
investment and export expansion projects. Preliminary work suggests that
there are indeed a number of studies in this category, and EPIC will do its
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: (1) a pipeline of
projects in wvarious 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 some point, perhaps relatively soor, vigorous acticn to "exploit
or discard" existing studies will exhaust the stockpile. Plans must be
made to replenish the stockpile or to adopt an alternative project development
concept.

Wherever possible EPIC will seek to transfer much of the financial and
technical burden of detailed project preparation to prospective investors
by seeking their interest at an early stage in the project develorment cycle.
In many cases it may be possible to apply technical assistance grants to
specific projects 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
procedurc of stockpiling feasibility .studies.

Nevertheless, the related question of increasing the technical
capability available in the country for concentrated attention on specific
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. DFurthermore,
at least one banking institution is interested in becoming partially self-
sufficient technically. A specialized technical organization could he set
up as a divition of HEPIC,as a separa 2 entity, as an ir ‘usion of rew resources
to the Technical Group or as a re-inforcement of the Development Zank staf’.
There ic a strong case for beginning immediately to build up the sxisting
technical cadre. But & goal of self-sufficiency, either general or for major
sectors would probably lead to unahppy results compared with a policy of
participating in, nanaging, and evaluating work done largely ouiside 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 consistent with results.
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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 SOURCE/COMMENTS
List of importers/exporters and products - National Bank of Commerce (Anmual)
—~ Chamber of Commerce (Annual)

Investor's Guide , - Chamber of Commerce (1969)
: ~ Development Bank (in publication)

Summary (or text) of pertinent ) - "Guide to Company Registration

(
regulations ( and taxation" Chamber of Commerce,
Summary (or text) of pertinent )—- -—( 1972
incentives ) ( L .
Summary (or text) of pertinent ) (- Ministry of Finance JDocument
taxation rates ) ( 1Q( PPD) /1960/ TV
( "Facilities and Arrangements
( Applicable to Approved Foreign
Investment", 1971.
Directory of manufacturers -~ Chamber of Commerce, Jamiary 1972
~ Ministry of Commerce and Industry
(Map and guide - The capital only);
1970 '
Customs regulations and rates ~ Customs Bureau
Directories of overseas contacts for — Various sources; includes ECA
trading partners and for prospective for investment contacts and numerous
investors published directories for trading
contacts
Statistics ~ Various sources; including

Central 3tatistics Office,
National Bank and National Bank
of Commerce

- Statistical Digest, March 1972
Chamber of Commerce

Other publications; e.g. progress
reports, newsletters, work programmes - To be prepared by EPIC as needed
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4.6 Overseas Operations

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 is 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. When the pipeline is.more nearly
full at this end, overseas contacts will begin to become the sticking point.
In other words, 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 to 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 attachés abroad will be
considered.l7/

4.7 Discretionary Incentives or Assistance

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

(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).

517 Commercial attachés are presently assignred 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 anmually at first, and may be one vehicle
for the BECA 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 ¥inistry. The following tasks, as a
minimum, 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 experis.

- Selection of Director General and the first national staff members.
— Revision as necessary of this document.

— Formal approvals ?
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CASE NO. 3: INVESTMENT PROMOTION IN A NATICNAL IEVELCFMENT BANK

THE NATIONAL DisviLOPMENT BANK (NDB) LTD.

DESCRIPTION OF INVESTMENT PROMOTION PROGRAMME
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INVESTMENT PROMOTION IN A NATIONAL DEVELOPMENT BANK

As a new institution, the National Cevelopment Bank (NDB) had relatively
few preinvestment projects underway. In considering the question of business
developrment, executives had an opportunity to chnose between two aprroaches:

(1) 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 lerder 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 1 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 undertaken
immediately. (Please see Exhibit 2.) A dozen project possibilities were
quickly designated as leading candidates for an initial promotional campaign.
Six attractive opportunities were selected and prepared in the form of project
brochures. (See Exhibit 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 assistance 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), but 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 5recific project brechurss thus form a
complete promotional package to be sent to HDB's prospective project pariners.

By the second quarter of 1972, the NDB programme had reached the point where
only final typing and reproduction were necessary before mailing to the first
hundred contacts.
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Exhibit 2. [NDUSTRIAL PROJECTS WORKSHEET ~ NATIONAL DEVELOPMENT BANK, LTD,
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ixhibit 3

NATIONAL DEVELOPMENT BANK (NDB) LTD,

Project Opportunity Description

INTEGRATZD CATTLE PRODUCTION AND PROCESSING FOR EXPORT

For further information contact:

General. Manager

National Development Bank
P.C.Box 2000

Cables: INDOPS
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Introduction

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 Industry

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.

, Evcept for one of the existing enterprises, all of the processing plants
simply buy range cattle and butcher them. The animals typically lose a
considerable fraciion 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 that the present processing volume, 100,000 head per year in total,

represents less than 1 per cent of the herd.

Nature and I>cation 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 Minisiry of Agriculture and the Meat
Board. Production of foodstuffs for a fattening programme has been shown to be
economical, both in studies and in actual 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 { 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 throughput vy 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. MNumerous 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 chilled 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 by a leading Research
Institute in 1969. A copy of the study can be examined at the NDB offices.

Li nkages

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 in all phases of &n integrated cattle operation, including
marketing. The Nabtional 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"

This brief "Investor's Guide" is irtended 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.

Z—Signed_7

General Manager



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.14/1MR/200
Page 64

Exhibit 4 (continued)

TABLE OF CONTENTS FROM THE "INVESTOR'S GUIDE"ﬁ

1. BRIEF BACKGROUND AND ECONOMIC SUMMARY

Capsule Description .ecceceene. cesscennrne
History and Covernment....eceeseeecessces ..
Overview of the Economy....esecveee cereses

2. THE INDUSTRIAL SITUATION

Manufacturing Industry......... tssereccsas
Recent Indusirial Project Highlights .....
External Trade ececceccecencenecsvovcoansas

3. INDUSTRIAL INCENTIVES

Income Tax Relief vievecoccanscncncennsoes
Import Duty Relief .veeevesvvcscvcscsnssns
Export Duty Relief ..ceveeviecccoccconanens
Remittance of Foreign Exchange...ccececoss
Acquisition of ImmovableS.csicecesecsncess
Dividends ..cceevsoncsvctoovoccosassancssos
Protection «eeeecsecaas Cereresesessensanns
The Domestic Corporation ,ceceececvececees
Branch of a Foreign Company eccececsecssse
Capital Participation eeeveeeceersrecacens
Participation in Business Management .....

4. INDUSTRIAL OPPORTUNITIES evessessvcoacecacacsensen

5. CCMFORTABJE AND EXCITING LIVING FOR THE BUSINESSMAN AND
HIS FAMILY . ..., .. asisninsens sasreasesenca

6. TRAVEL INFORMATION. ... s 2susorssssnussosassssoass

ﬁ The gulde as drafted is sixteen pages in length. It is planned to

incorporate suitable photographs and a map showing principal cities, ports
and transportation routes.
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CASE N° 4 ¢ RATICNaLILATION CF CUMTPETING ILVESTHaNT
PROMOYICKN PROGRAMMES

PrOPOSAL ¥Ok nhaTIONALIZATICL OF IWDUSTRIAL
DEVELOPUINT PROGRAMMING AND INVESTANT PrOHOLION
IN "COUNTRY A".
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TABLE OF CONTENTS

Te Introduction . « ¢ o & ¢« & v ¢ 4 4 4 s s s 5 4 4 6 s
2. Background: Three Industrial Development Programme
3s Observations and Conclusions . .« o « o o o o o o &«
4. Strategy for Prcmoting Rational Industrial Development
5 Implications for WDFC Invesiment Promotion Machinery .
5.1 Punctions of the Corporation . « « « o . « .« o &
5.2 Organization and Staffing . « . « . =
5.3 Overseas Representation =« « « « . . + ¢ + .

6. Clima‘te for Solution « « o o« e« o o s 8 4 ® e 0 e« w o
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PROPOSAL TOR «ATICHAITZATION CF INDUSTRIAL
DEVELOPMENT PROGEAMMING AND INVESTMENT PROMCTION
In "COUNIRY A " 1b/

1. INLROTUICTION

There is a sirong likelihood in Country 4 of direct competition
among three partially overlapping and individually meritorious industrial
development programmes. A1 least two of the programmes will rely heavily
for their success on foreign investiment. A4ll three must inevitably
compete for the scarce resourccs of expert manpower and govermment backinge.
Unless care is taken, the comperiticn could result in ncne of the proe
grammes having sufficient resources to accomplish its objectiveg. This
could easily mean failure of all] ihrse pxogrammes or, at best, loss of
valuable time while ine effort is recrganized and lost momentum restored.

This note is intended for consideration and possible use in influenc-—
ing the course of esvents. A4s suggested below there is at least one
approach which may achieve *hne full potential benefits of the programmes
and avoid destructive competition.

2. BACKGROUND : THHEE LIVESTMENT DEVELOPMZNT PkOGEAMMES

Country A is by far the most developed, though the least populated
(under 3 million), of a group of neighwouring states. The recurrent
budget has achieved balanced status. Bui since independence in 1965 a
hoped-for wave of new invesiment has not taken placc. (The only signifi—
cant new project is a foreign controlled tannery). It is understood
that the Govermment's policy is tc reduce the present heavy dependence
on a2 single source c¢f capital and managers by encouraging flows of invest—
ment from farther afield.

A succinct definition of the investment objective seems to be to
create jobs for 15000 ncw members of the labour force each year.

Although Country 4 Is agricullurally rich, end major agricultural
expansion schemes arz coming into being, these generally represent
productivity gains (e.g. via irrigation) rather than expansion in the
size of the agricultural work force. Industry is thus relied on to
provide a large sharc of the needed jobs.

18/ Based on findings of an &C4 ianvesiment promotion mission.
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Since the domesTic market i« emall, capability for export is seen
as a fundamental factor in identifying and evaluating nossibilities for
new industrial investment. Becaise of a regional grouping Country A -
togethier with itg neighboucs - enjoys readv access to a fairly large
total market. She also recognizes the poscibility oif using this
"base" market as the foundaticn for establishing cconomical production
for other African and extra-African markets-

To help achieve the objective,a'National Development Finance
Corporation™ is in final stagas of formation. % is planned that for
the first year or two NDFC will pursue "wavge™ of opportunity" from
a wide ranging lis% of potential venitures compiled as a result of
extensive personal contacts over tie pvast few years. MYany industrial
countries are represented on the list of potential investors.

A set of "modest" incentives for new invesiment is being considered.
It is understood that the level of these incentives will not approach
the level established by the Pioneer Investments Act and the Industrial
Protection Act recently adopted by one of Country A's neighbours
(Country B). It apnears o be %he judgement of officials in the
ministyy that the Country B incentives would be unsuitable in the
Country A enviromment becauw: they would greatly reduce government revenue
potential while at the same time requiring “hc axpenditure of public
funds for infrastructure and traising fasiiities 20/. There is also
an understandable concern over the poesibility of establishing "“pri-
vileged" competition, based upon forsign invesitment and perhaps expatriate
management, which would make local small-scale enterprises inherently
uneconomice.

i Initial "scoping" of the sitvation by a UNIDO expert assigred to the
Ministry of Commerce and Indusiry to propose long rarge industrial
programming is very interesting. While not yet completely drafted

during the mission'svisii, the effert was impressive for its simplicity
and clarity of concept, harmony with the cxisting agricultural basis
of the economy, and zvolutionary pattern of iunterlocking developments.

gg/ Without endorsing tha Ceuntry B approach in all of its aspects one
must concede that jobs wre veing created in zn enviromment that
might not previously have been regarded as promising. Indeed,
Country B's devaelopment corporation had an impressive array of
projects under active negotiation during the mission's visite
Perhaps therc is a relevant conciusion to be drawn; viz., that if
the target iz fto create a certain number of Jjobs on a given schedule,
the tools employed to crzate the jobs will have %o be powerful
enough to atirret an approuvriate amount and guality of investment.,
If the predicted cost of sucu tocls i higih, a conscious choice
ought to be pele hatwesn paying the cosgt ~nd reducing the target.
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The scheme is conceived as a five year developrment programme.
Its target is to create jobs on the orcder of the number estimated to
be needed., It is ambitious in capital and manpcwer requirements. It
requires a high degree of integration among certzin elements of the
programme. Although most of the investment will be private, some key
underlying portions are agricultural; these will require concessional
loans, grants, or subsidies. Large numbers of expatriate experts will
be needed. The whole programme will probably exceed §$200 npillion,
including roughly 15 per cent infrastructure investment. The implementa-—
tion proposal will probably involve a central programme staff and
sub-projects assigned to each important ministry.

A very dynamic emall--scale industry projeci headed by a senior ILO
officer has been in existence for nnly eirhteen monihs hat has made rapid
progress. The project is converting a modest stakxe of $z200,000 into
a string of specialized small-scale industrial estates in several
parts of the country. A key to the project ig the provision for technical
extension and business advisory sgervices as well as common buying and
marketing facilities. This project has reached a stage where success
is stretching the staff very thine.

Thus there are three industrial developmeni programmes in Country A,
each potentially of crucial importance to the economy.. The three are
in different stages of develorment, but they are probably heading for
direct resources competition within six months, particularly in the
area of expert staff and official bvackiang.,

3. CISERVATIONS AND CONCLUSICNS

Based on the missions's cbservations and discussions, the following
points are advanced as key judgements on which a strategy for action
should be based:

1) Three parallel industrial development organizations using
the same ™asic resources in {ountry A are too many.

2) The small-scale industry project already has given strong
indications of building a successful irack record. It merits
full support at this stage.

3) The quality of the conceptual plan outlined by the UNIDO
expert is impressive, The main thrust of the plan - building
forward and sideways upon the zgriculiural base of the
economy to tap "naitural" indugtrial potentials, and expanding
the agricultural base as needed to provide a balanced overall
programme = almost certainly shouild become the main stream

-

of Country A‘s industrial development,



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 T0

4. STRATEGY FCLE PROMOTING KATICHAL INDUSTRIAL DEVELOPMENT

L 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.
Tae judgements expressed above lead to the following proposed policy
items:

1) Recognize the development corporation (NDFC) as the single
focal point for industrial development implementation,
excepting the small-scale programme, which requires its own
specialized institutions. ‘

2) 1Insist on building into the NDFC enough managerial and

' " “techni'cal strength to find partners and negotiate agreements
according to an established plan containing priorities and
based largely on the UNIDC expert's scheme. In other words,
NDFC's role must encompass boith its present opportunistic
"approach to project selection and the more systematic and
fundamental approach now being developed. This shift also
requires a more compley. set of performance measurements for
NDFC than the obvious value of new invesiments obtained,
number of jobs created, and whether the corporation makes a
profit. For example, a key measure will be the degree té6
which potential linkages are actually converted into mutually
reinforcing projects-

3) The major details of the plan, including priorities and time
phasing, should be established by the govermment, after ex-
tensive consultation witi NDIFC., Measureneat of NDFC's per-
formance is also a govermment task.

4) Purely agricultural elements of the plan (not including agro-
industry), and infrastructure dzvelopment not directly
supporting industrial projects, shculd be managed separately..
They must have full visibility both to the custodians of the
overall plan and to NDFC. NDFC miust also have an effective
channel to infiuence scheduie and priority decisions concerning
these related projects.

5¢ IMPLICATICKS FOR NDFC INVuSTISNT PrOiOTICN MACHINERY

Here, in brief form, is ar 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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51 Punctions of the Corporation

For the "acquisitive'" activities of the corporation it is appro-
priate to identify the following functions (remember that this is not
a complete list of NDFC functions since it omits a host of techrical,
management, and administrative tasks):

~ Interpret and influence the industrial development plan (which
includes export targets);

-~ Hstablish NDFC’s own projects and priorities to implement
the plan; :

= Identify and contact prospective partners/investors; -

— Promote desired projecis and negotiate project plans and
investment agreements consistent with govermment policies and
national interest;

- MRepresent" investors in completing government formalitiess

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

5.2 Organization and Staffing

A classeical 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 i
frequently used by successful busi_.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 NDFC, this means that a prospective investor should
be able to look to a single senior individual in NDFC as being know—
ledgeable in every aspect of his project. Symbolically, of course,
that individual is the Chief Executive 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 the investor from start to finish. He must have
the experience and stature to be a leader in negotiations. He must
also have the tecinical and managerial capabiliiy 1o command respect
and to ensure that a project, as finally agreed upon, is a sound venture.

This individual, for & given prcject,may be one of several officials
titled "Vice President (Industry Group X)" or "Director (Industry
Group X)." 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 ccnclusion of a project is totals:
Clearly, this is a "project" oriented approach. A4ll but the first and
the last of the functions listed above are included. 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 exscutive for the Macquisitive" functions.
He may be called "Deputy Chief Executive — Development" or "Senior
Vice Pregident for Development" or an equivalent. This man directs the
project officers and he is next to the Chief Executive in rank. He
must be the powerful driving force behind the process of finding in-
vestors and concluding agreements. ie must have heavy negotiation exe=
perience, probably as a successful senior project official in a similar
organization or in the corporate development office of an acquisition=
oriented manufacturing fim.,

5«3 Overseas Representation

This subject 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 countries which have over—
seas offices.) On the othe. hand, can you afford to gamble two or ,
three hundred 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 three per cent of the investment volume which must be
attracted each year. This is a very modest "finder's fee," if the
offices are successful. 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 posgibiliiies. 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 ofier to pay a prospective investor's
expenses to visit Country A and investigate the opportunity in person.
A third is to rely on commercial attachés attached to foreign diplomatic
posts. Each of these has rather obvious drawbacks, but each may play -
a constructive part during early operations.

Yet another interim approach is to employ an overseas agent to
help find technical and financial partners and to assist in negotiations.
Certain banks and invesiment houseg 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. ’ '

Finally there is the possibility of joining together with other
states 1o "pool" resources for effective and economical overseas
representation.
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6. CLIMATE WOR SOLUTION

It would be most helpful if the initial staffing and financing
of NDFC were conducted wiitn 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. What is needed is a
potent sponsor for rationalization. He siaould 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 must carry personal weight by virtue of his
present knowledge of the people involved; and he must already hold
their respect.
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CASL N° 5 : ROLE OF A CENTLAL FINANCIAL INSTL[TUTION

NATION AT, INDUSTRIAL BANK (NIB)
THR W.T.B. PROJECT DEVELOPIFNT SVSTI .

Description and Operabting Plan
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1.0 BACKGROUND : THE NEED FOR ACCELZRATING PROJECT.DEVELOPMENT

P Int;oduction

This document describes the N.I.B. Project Development System.
Since N.1.B. is relatively new, some 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 complete system as conceived to date has been
outlined in this document as a vehicle for internal communication and
‘discussion, as a basis for certain management decisions, and as an
implementation guide.

12 N.I.B.'s Functional Organization

The National Industrial Bank came into existence on August 10, 1970
X an Act of Country D's National Assembly. As a brief review,
N.I.B.'s st¥atutory objectives may be partially paraphrased as followss

In accordance with national and economic development prioritiess

- provide long-and medium—tery financing for a broad range
of development projects 20/

- provide technical assistance and advice to promote industrial
developments

- undertake other necessary or advantageous activities to
further the above.

Nel.B. is organized into four departments including Finance,
Operations,; tesearch and Planning, and Administration (including legal
services). " Operations is further sub-divided into Evaluation,

Follow-up, and Promotion Divisions. Both the ivaluation and Promotion
Divisions of the Operations Department play important parts in the
development of projects in which N.I.B. ultimately invests. Research

and Planning also plays an active part, eeg. through its sectoral studies,
through follow-up of project studies, and through the co-ordination

of pocial and economic project evaluation criteria.

20/ "(a) the development of manufacturing, assembly and processing
industries including industries engaged in the processing of -
products of agriculture, forestry or fishings (b) the develop-
ment of the engineering, construction, transport, tourist and
mining industries; (c) the development of la“ge—soale corporate
agriculture, ranching, forestry and fishing...'".
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1.3 The Project Developmant Gap

Although N.I.B.'s portfolio includes investments in a number of
privately owned projects, its main clients are the parastatal organiza—
tions. The relationships of the principal clients, their cognizant
minigtries, and N.I1.B. are shown in the diagram below:

N.I.B. - CLIENT \ -

RELATIONSHIPS  Planning
| Ministry
?Ministry of { Ministry of . Ministry of “Ministry of
Industry Agriculture | i Natural i Tourism
| ) j | Resource ; ‘

.;National.
! Tourism Cor— |
; poration

Wood Indus-— i l
| |
(w.r.c.) |
1 | |

|
tries CorporaJ
tion (WICO) |

National In— ] State Agricul-
dustrial De- tural Corpora-
| velopment i tion (8.4.00)
i Corporation |
- (N.I.D.C.) , |

i
i
i

S S

| N.I.B.

The initial back!~g of loan application which N.I.B. assumed
when it began operations has shrunk to a current total of 25 projects
for a total requested N-I.B. participation of #12 million 21/. Un=
fortunately, only a minority represent economically attractive projects
as presently conveived. The development plan for 1970-1975 cells for
an annual total of about §35 million of capital investment, of which
N.I.B.'s 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 serious shortage in the flow
of viable projects from the.parastatal corporations to W.I.B. Conversely,
rreliminary analysis of N.I.b. compilations of sectoral and project
studies prepared during the last nalf-uozen years suggests that a
large potential backlog of projects exists. ‘

gl/ Source: Work Programme, Operations Department, 24 February 1972.
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2.0 THE PROJECT DEVELOPM:NT STHATEGY: A PRAGMATIC. APPROACH

It is accepted as given that N.I.B. will not soon (and perhaps
never) command the resources to conduct substantial project preparation
work on its own, or to finance and mahage such work on contract. The
basic system of project developnent must therefore rély upon the
parastatal organizations identified :ailier to perform or manage the
bulk of the detailed preparation work. N.I.B.'s role is nevertheless
operationally important and strategically criticals )

Baged upon its statutory responsibilities,; and facilitated by
ite inherently central position as approving and financing agency,
N.I.B. bas established a dual approach as its answer to the project de-
velopment gap. N.I.B. will:

- act as a catalyst in the identification of potential projects
- and in stimulating the follow-up of existing sectoral and
project studies by the concerned agencies;

— provide a set of specially tailored services to the N.I.B.
clients - services designed to multiply the effectiveness of
the clients! existing ovr projected resources towards filling
the project pipeline with an appropriate number of projects
whose probability of succesnful implementation is universally
high. '

3.0 SUMMARY OF THE PRCGJESCT DipV.LOPJENT SYSTHM

..The purpose of this section is to describe the catalytio methods
and the specialized services which are applied to carry out the
projeot development strategy.

For convenience, the dascripticr is organized in three parfs
which are, however., closely ianter-related:

1) Filling the pipeline (cuantity)

2) Filling the ripsline (guality)

3) The N.I.B. Services Corporation

.Together, the three elements comprise "The N.I.B. Project Develop-
ment System".


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/INk/200
Page 80

3.1 Filling the Pipelinc (Quantity)

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

3¢1.1 Investment Prngramming Activity

The Operations Department will work with clients separately to
analyze the prospects of the existing loan application backlog, but
more importantly to evaluate each clientls 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."investment programming activity" which
will identify and characterize probable and prospective projects
likely to be submitted to N.I.B. during the next several years.

A guick summary of possibilities for further exploration with
each of the principal parastatal clients is given below:

NTC -~ 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 wiil be accepted, but for strictly limited
time periods. An extensive study by = leading international consultant,
whose recent completion was & year benind schedule, is the stimulus

for a co—ordinated tourism development plan to be completed within

some months time with participatica by tiie Ministry of Tourism among
others. At that time a more comprehensive view of other forthcomlng
projects will be possible. ~

SACO - A number of projects have already been submitted to N.I.B. At
present the Planning 'Manager's post is vacant, but the Operations
Manager is doing double duty. 'The existence of a large number of sub=-
sectoral and project studies provides fertile ground for an N.I.B.

. liaison officer or a consultant to assist in laying out or projecting
likely developments.

Some examples of projects at an sarly concepiual stage are
another tannery (since the presently projected operations can process
only 600,000 out of 7,000,000 skins available annually) and -a.bone maal
productlon facility.

IDC -~ Largely because of some recent personnel changes, IDC is
temporarily operating on day-to~day basis with respect to the pro-
gramming of industrial invesimants 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
application. It will probably be the end of the year before IDC will

be in a position to identify a.schedule of likely project submissions,
together with estimates of their sgizes.

Some examples of projects which will probably be sultmitted are
leather footwear, a garment factory in conjunction with the Prosperity
textile mill,a~d gpitchblende operation., In certain cases it may be
a subsidiary, rather than IDC itself, which approaches N.I.B,

It is expected that IDC will have roughly $1C million for equity
investment from the forthcoming govermment budget allocations, and
perhaps another 1C 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 surveys which will identify possible investment opportunities.
The studies will be uséd to stimulate the concerned parastatal organiza—
tions to pursue identified project ideas. liesearch and Planning has
recently conducted a rough study exercise in the forest industries area.

It is planned to make all possible use of other organizations such
as the Industrial Study Group (ISG) as a source of technical work.
An example is Research and Planning's recent collaboration with ISG for
the completion of a vegetable oil study. Research and Planning has
also perfoined a preliminary survcoy of the dairy ir ustry. '

3.7-3 Catalytic Follow-up of Completed Studies

Another activity ccnceived 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 cdocument will be a valuable check list during
the investment programming exercise with SACO.

Several more such listings are in progress. The one covering
industrial projects (IDC scope) should be finished within a month.

3.2 Filling the Pipeline [Quality)

N.I.B.'s experience, both with operational results of existing
projects and with the evaluaticn of loan applications, has led to
scme pragmatic measures designed to help ensure that a project which
is approved in the future hazs a high probability of successful implementa-—
tion. A very thorough and detailed evaluation procedure has been
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developed with the assistance of an outside consultant. This procedure
serves 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.'s
evaluation standards and about the kinds of possible project weaknesses
which will have to be avoided or overcome in order to win N.I.B.
approval, several simplifying deévices have been adopted to complement
the official evaluation manual.

3.2.1 Project Risk Analysis

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 feels that the project concept or plan is either incomplete or
unconvincing, or pogsibly opens the way for a serious shortfall in
project performance. Frequently such guestions or objections can be
overcome and the project thus made acceptable to the Bank. N.I.B.
wishes to encourage sponsors to identify and deal with such points at
thz earliest possible stage of a project. This must preferably be
done long before a loan appllcatlon is submitted.

As a convenience in communlcatlng N.I.B.'s specific concerns and
in egtablishing a dialogue with sponsors to avoid serious difficulties
av advanced stages of a project; N.I.B. has established a summary
report called a Project Risk Analysis. The report is based upon the
ausc of an illustrative check~list of possible risk areas which is sup-
plemented by the evaluator's judgement and knowledge concerning the
prcject beiry evaluated. The summary report form is reproduced below:
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PROJECT KRISK ANALYSIS, SUMMARY

(Use narrative supplements as necessary)

Projectse o+ v ¢« &« ¢« ¢ ¢ » » « o + obvaluator:. « . « « » JDatese + &
Risk Element Ratting | Analysis/Comments
Symbol

MARKET

Size

Availability
Distribution channels
Marketing cost

Style

Protection
Competition

Other

PRODUCTION

" Raw materials
“Labour
Technology
Infrastructure
Location -
Cost-
Plant constiruction
Scheduling
Quality -
Capacity
Other

MANAGE{ENT /FINANCE

Performance record

Balanced team . . S

Adequacy of finance
Training provisions
Contract terms
Motivation
Supplier incentive
. Profitability
Social and political factors
Other

OTHER
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Risks in each of the listed areas will be rated in accordance with the
following scale:

Severe ~ Apparently unacceptable

Borderline - Needs discﬁssion, may require a respounse
© Low ’ L= Ndﬂobjecticns'raised

Incomplete ; Data missging or inadequate

NA ~ Item does not apply to this project

It is expected that the educational programme 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 Responsas to Risk amalysis

As suggested by the rating key listed above, a risk rating of
S, B, or I on any element requires a response from the project sponsor.
The variety of problems and possible responses it too great to
tabulate; and common sense is the basic guide to acceptability of a
response. 1n any case the subject will receive substantial coverage
during the seminars deseribed below. An example is also given here
for illustration (it may be somewhat overdrawn for emphasis)

An S ("severe") rating may bc applied under the "supplier incentive"
element when the production eguipment 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 project, if it is
thought poéssible that the value of his "equity™ may have been added to
the egquipment price.

The best response to such a risk assessment. would probably be to

" seclire as a substantial minority participant an organization actively
engaged elsewhere in the same line of business and for that partner

to endorse the equirment supply arrangements. Since even this precau~
tion can be dafeated through cocllusion, it may be appropriate also to
consider some form of '"incentive contracting" arrangements. For example,

a percentage of the paymenit cculd be withheld pending production verifica=
tion of output, guality, 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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3¢.2.3 The Seminar Programme

Interviews with officials of the prirsipai parastatal clients
suggest that the "visible" element of N.I.D.!'s Project Development
System will be welcomed, but with varying degrees of enthusiasm. The
responses can almost be predicted from the situation summaries included
in Section 3.1.1.

It is suggested that emphasis not be placed on the integrated
nature of the L.I.B. system when discussing cooperative activities
with the clients. In order to encourage a free flow of cooperation,
the several elemenitis — principally the invesiment programming and
risk analysis activities — may preferably be discussed mainly in the
context of the benefits these confer upon the client organization.

As will be seen later, certain further 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 worked out, it is tentatively planned to conduct
a brief introductory session for executives 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 such a way that the result
of one session can be used to better prepare the next one.

3.2.4 The "rvest in Cowatry P Bocklet

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 have recently shown
confusion over the political climate for foreign invesiment, it is
believed vhat a brief document which presents a frank and positive
statement of benefits and faces the difficult questions squarely, may
help to spark the interest of high quality project partners.

3.2.5 Contacts with Other Crganizations

N.I.B. has and will continue to develop extensive contacts
with organizations which may be helpful either as sources of
technical assistance or as coordination points. Contacts with the
sectoral ministries, Devplan, ISG and a number of bilateral and
international assistance agencies are already well developed. A few
such organizations with which additional contacis may usefully be
explored are:

~ Lxport Promoticn Bureau, Ministry of Commerce
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— African Investment Centre, Economic Commission fox Africa,

— OSIFIDA Investment Company, Geneva.

3.3 The N.I,B. Services Corporatisn |

The concept of a service subsidiary built around a range of
managenent consulting services and including among its offerings the
provision of computer software services has been already brought to
life by N.I.B.'s Financial Department. There is no doubt that such a
recource could have an important beneficial impact on the operating
results of existing enterprises and upon the quality of ne:r projecis
being implemented. Thers is a great need for the kind of services
described.

Furthemmore, N.I.Be is a very logical sponsor of, and pariici-
pant in, such a venture. In the project programming, preparation,
promotion and implementation areas, staffs of the parastatal organiza-
tions are critically short and it is unlikely that they caia soon
develop the multiple cadres of experts needed. They can also use
assistance in operational matters. All of these areas vitall; affect
the successful discharge of N.I.B.'s responsibilities and its long
term financial health. In addition there is reason to expect that
clients would accept (andpay for) assistance from an organ1zaclon
sponsored by N.I.B,

3.3.1 The "Fail-Safse Approacb"

Several different arrangements are poss1ble. The approach presently
being explored is described below. It is characterized ag a phased,
"fail-safe" approach which will allow a natural evolution over about
a two-year period. Thus there will be time and opportunities to take
corrective action as needed, or to drop the project without serious

loss or embarasament.

The several stops are as fnllows:

Step 1 -~ A broad—-based management consultant fim is recruited by the
Operations Department to participate in the phased programme. Two
representatives are bases at the Bank.  Their services are frez %o
N.I.B. clients (andfiranced by a tecanical assistance agency)n As
necessary, specialists are sent from the consultants' parent organiza-—
tion for specific assignments. They are briefed and their activitiss
are directed by the local representatives who'do their best to ensure
that the short—temm people take full account of local conditions and
preferences. The assignments and overall direction of the team are
established by N.I.B.'s Operations Department.
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Step 2 - After about a year a "go/no-go" decision is made. If the
decision is positive, an N.l.B. subsidiary corporation is formed whose
stock is held 51 per cent by N.I.B. and 49 per cent by the parent
consulting firm. The local staff is enlarged but no attempt is made

to maintain a full range of capabilities on hand, the outside resources
being tapped as necessary.

The computer software capability is introduced subsequently through
a "Step 1" arrangement with a suitable computer manufacturer or inde-
pendent computer services fimm.

tep 3 ~ At the end of the second year a go/no—go decision is made
concernlng the computer software services activity. If the decigion is
positive, capitalization of N.Il.B. Services Corporation is re-—organized
to include the parent service firm. N.I.B. maintains its 51 per cent
holding.

4.0, PUTTING THZ PROJECT DEV:LOPMENT SYSTEM IN1O EFFECT

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 N.I.b.'s activities to keep pace with iis role
in the Country D's growing and developing economy.

Much of the evolutionary system development will be accomplished
in the context of already planned and already instituted internal
organization and staff develorment programmes. However, several items
will require special attention and will probably call for special
consulting :ssistance and/or speci. ic recruitment. In some cases a
great deal of N.I.B, management a‘tiention will be needed to ensure that
adequate 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 commitments 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 INDUSTRIALIZATION AGGNCIES FOR AFRICA
A PRELIMINARY FEASIBILITY REPORT 22/

1.0 SULNMARY

There are clear resons to insist that the goal of accelerating
industrialization in Africa requires some form of co~ordinated :.nd
joint efforts amcng groups of countries. But although the past decade has
geen 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 goals,
inadequate or ineffective political commitment, severe
deficiency of implementation machinery and resources, or from
a combination of these ills.

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

(3) An important and possibly crucial opportunity is available to
the international technical assistance community: to be instrumental
in securing the establishment of stronger programmes, bascdi 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 objective is to establish as a major
African insiitution the means by which such assistance shall become
generally available.

2.0 INTRODGCTION
2.1 BACKGROUND

This document is an outgrowth of several tasks included in the
programme of work and priorities of the Commission; viz., the "Ass.istance
to Governments" task under Investment Promotion Z—4C B(a)_/ and two studies,
"An Investigation of Complementation Methods to Include Studies of Successful
and Unsuccessful Applications and Recommendations for Increasing tae
Frobability of Success" /4C:3(B)(i)_/, and "A Study of the Pactors that
Determine the Viability and General Soundness of Proposed Multinational
Pro jects"/ 4C:3(b)(ii) 7.

22/ Originally issued April 1971.
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2.2 IMPORTANCE OF THE MULTINATIONAL APFRQACH TO INDUSTRIALIZATION

As the most recent in a series of feormal policy statements on the
subject of multinational co-operation in the field of industrialization
the following excerpts from that adopted by the first Conference of
Ministers .of the Economic Commission for Africa gé/ are reproduced:

"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 3tates. A formula needs to be
established for industrial harmonization, to determine the allocation
of specific industries the sharing of benefits from multirational
industries and the ownership and controi of such industries and non-
African pvarticipaticn where necessary.__/

"Indeed ‘the need for the TCA 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) BCA should help African States take the necessary steps to
consolidate their inter-—governmental groupings by increasing the

number of multinational development enterprises and establishing further
groupings where necessary.'"25

3.0 AN INTERMEDIATE APPRAISAL: THE 1963-1968 EXPERIENCE
3.1 REVIEW OF PAST MOVES FAVOURING MULTINATIONAL INDUSTRIAL CO-OPERATIONE—/

At the fifth session, held in February 1963, the Commission called for
assistance to be provided to govermnments 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.14/246 and E/CN.14/247, respectively)
took place in 1963, to the North African sub-region in 1964 (E/CN.14/248), and
to the Central African sub-region in 1965 (E/CN.14/1.320). They served a dual

3/ Tunis, February 1971.

"Africa's Strategy for Development in the 1970s", ECA, E/CN.14/493/Rev.3,
6 Pebruary 1971, p. 16.

Ibid, p. 26

Reproduced from "A Venture in Self-Reliance, Ten Years of ECA", ECA,
E/CN.14/424, 1968, pp. 109-112.

gl RE
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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 West Africa, held in
October 1964 (E/CN.14/324), was a significant landmark in BCA's efforts in the
field of co—ordinated industrial development and one that helped to usher in the
second phase of ICA's 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
miltinational 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 Meeting on Economic Co—operation
in East Africa, held in Lusaka in October that year (B/CN.14/346). 1In 1966,
studies for the West African sub-region were compiled and submitted to.a
similar conference held in Niamey in October (&/CN.14/436, E/CN.14/INR/144).
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 =conomic co-operation. These studies furrished 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 zach country
in the 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 the 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 rumerrus individual projects.
About forty major industry sectors were examined irn each sub-region, totalling
160 studies for Africa, excluding South Africa. Each sectoral study was based
on a careful survey and analysis of markets, natural resources, input factors,
installed capacity and existing facilities. It also formulated proposals for
new projects based on projections of demand to 1980 and indicated, inter alia,
the investment and other input requirements.
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The large number of industrial projects identified comprised four categories
which follow the size of market required for a specific industry: sub-regional,
multinational, national and inter-sub-regional. The projects cevered, 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-~ferrous
metal industries, engineering industries, furniture, petroleum, iron and steel,
chemicals and fertiligzers, pulp and paper, and mechanized timber industries.

Based on the prefeasibility studies, compendia of investment opportunities
were compiled for each sub-region. By 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 prefeasibility 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.14/392). 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}14/414). Correspondents were alse nominated in the industrialized
countries to keep in close touch with TCA 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 United
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. Governments
have agreed to the establishment of economic communities in their respective
sub-regions and smaller groupings are already going concerns, e.g., the Central
African Customs Union (UDEAC), the Maghreb Permanent Consultative Committee and
the Bast  African Bconomic Community.
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>
3.2 POLICY CONCLUSIONS FROM THZ 1963-1968 EXPERIENCE—Q/

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 elabvorated. It is now widely recognized
that trade 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 courtries would be comprehensive planning at the sub-regional level.
But given the political, technical and administrative obstacles, a selective
commodity~by-commcdity approach would raise fewer problems. Within each sub-
region recent programmes of national industrialization for import substitution
have increased local capability to supply. the demand for manufacture, but this
is oftern emhodied 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 bz 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) FEach sub-regional group should have an agreed programme
of multinational development in which each member country
finds some reascnably equitable benefits;

(v) 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;

(¢} At the successive stages of economic co-operation the various
rrogrammes must be opened up in some sort of order so as to retain
tne cohesiveness 5f the sub-regional group;

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

The abcve considerations suggest a number of conclusions regarding the
LCA's work programme for the beginning of the next decade. With a view to
assisting African governments in this field, the work programme will be -
formilated to facilitate the following main, bread lines of action:

27/ 1bid, pp. 31-33
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(a) African countries will have to set up or strengthen their
miltinational institutional machinery within which they can
discuss and take decisions on, their collective policies and
pro jects;

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

(¢) 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 MORT RECENT EFFORTS AND ACCOMPLISHMENTS

How much has the picture changed since 19687 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. @Quite possibly, one should
not expect a dramatic change for the better; certainly there is little reason
to expect anything sudden. BPut 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 Zi.e., of yielding
concrete results) and of being politically and economically feasible.

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

4.1 MULTINATIONAL ORGANIZATIONS

For purposes of analysis the following organizations have been selected:

Conseil de 1'Entente
OERS

CEAO (UDEAO)

UDEAC

EAC

_ Fach 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 1'Entente

The Counseil de 1'Entente, whose membership comprises Dahomey, Ivory Coast,
Niger, Upper Volta and Togo, is headquartered in Abidjan, Ivory Coast. It
ig 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
Chana, 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 CIMAO, 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 UNDP. The %EBC Secretariat has heen assisting the Ententz in
connexion with planning for multinational projects.

/
4.,1.2 (Qrganization des ftats Riverains du Fleuve Sénégal (OERS)EE&

Membership of the OERS is Guinea, Mali, Mauritania and Senegal. Its
headquarters is Dakar, Senegal.

During 1970 the OZRS members met and agreed to the following allocatlon of
industries:

Guinea paper
tyres
Senegal petrochemicals
pharmaceuticals
Meuritania copper fabrication
iron and steel
Mali iron and steel
nitrogen

At a rcundtable meeting in Warch, 1971, it was further agreed that OERS
would convene a "financing conscrtium® sometime around the end of 1971 for the
purpose of lining up sources of investment capital to implement the allocation
decisions. The "censortium! would comprise agencies such as FED, USAID, and
UNDP.

It is not known what formal mechanism exists for continuously monitoring
implementation of the decisions. It is known that Senegal has announced
intention to construct a pharmaceutical plant to serve the 0:ZRS market.

4.1.3 Communauté Economique de 1'Afrique de 1'Ouest (CEAO)

This new organization is intended to succeed the present UDEAO (Union
Douaniere des Etats de 1’Afrique de 1'Ouest), whose members are Maur1uan a, Mali,
Senegal, Ivory Coast, Upper Volta, and Dakomey.

g§/ OERS has been re-structured since this feasibility atudy was prepared. T e
successor organization is Organization Pour la Mise en Valeur du Ileuve
Sénégal, 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 conducted by an TZC
staff member with a view toward increasing the organizations effectiveness
and expandin§~7he scope of its activities to include other aspects of economic
development.2?/ During 1970 a protocol outlining the objectives of the
prospective orgenization was endorsed by the governments. A draft treaty is
presently being prepared in Ougadougou by the secretariat of the UDEAO with
assistance from the ZEC secretariat of Brussels.}Q/ The secretariat i1s consider
ing the formation of some kind of a development corporation to deal with projects
in such fields as transport, communication and industry.

4.1.4 Union Douanidre et Zconomique de 1°Afrique Centrale (UDEAC)

UDEAC was formed in Brazzaville in 1964. 1Its membership has shifted
scmewhat; it presently comprises Cameroon, People's Republic of the Congo, Gabon,
and the Central African Republic. Headquarters are in Bangui (CAR)-.

It is understood that UDEAC is now looking for new industries to serve its
memtership. Its search is concentrating on large industries which could not
be economically installed to serve a single one of the members. A significant
fact is that it is believed that the existence of the "taxe unique™ is a strong
plus factor in smoothing the way toward implementation of any schemes which may
develop, in that it represents "machinery-in-being" for equalizing gains from
new industrizl projects among the countries.

4.1.5 East African Community (EAC)

The East African Community comprises Kenya,; Uganda; and Tanzania. Iis
headquarters is Arusha, Tanzania.

Past EAC efforts for industrial integraticn include the so-called Kampala
Agreement of 1964, which allocated certain industries to each country but did
not concurrently establish an effective implementation mechanism. Presently, a
new effort at esiablishing common indusiries is underway, spearheaded by the
Sub~committee on Industries of the Council of Ministers; the Common Market and
Economic Affairs Secretariat and the Tasi African Development Bank.

gg/ "La creation d'une Organizaticz de Coopération Industrielle, Economique et
Douani®re cntre les Etats membres de 1'Union Douanidre des Etats de l'Afriqu
de 1'Cuest" (unpublished) J.E. David, cited in "Report of an ECA Economic
Co-operation Mission to West Africa", E/CN.14/478, 18 May, 1970.

;9/ "Rapport de mission effectude par M.P.A. Placktor, Centrs de Coopération
ézonomique auprés de la CEE & Bruxelles, 22 Février 1971.
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Notably, the EACM has contracted for thorough feasibility siudies in
three major industries; iron and steel, automotive, and chemicals and fetilizer.
The studies are scheduled for completion during 1971. A major industrial
segmentation study was undertaken last year by the EADB with UNIDOC financial
assistance, and limited ECA participation. Discussion is currently
underway with ECA ragarding creation of an Fast African Investment Fromotion
Centre to help strengthen the implementation machirery.

4.2 UNITED NATIONS FIGLD ASSISTANCE

The purpose 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 purvese we have tabulated the UNDP Special Fund projects relating to .~
industrial development in Africa.3l/ There are thirty-six projects covering
25 couniries; plus two regional projecis. The total UNDP contribution involved
averages about a million dollars per project, or about a quarter-million dollars
per project anmially. (This rule of thumb applies with remarkable consistency
from sub-region to sub-region.) Government counterpart contributions usually
make overall project values considerably higher. The distributicr by participate-
ing and executing agencies is as follows:

UNIDO 16
Lo 13
UN 4
FAO 2
IBRD 1

36

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

+
g

31/ See appendix (section 6.0) for tabulation and supporting analytical data.
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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 Yaoundé, 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 BSpecial Trust Fund

The Trust Pund 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 since the
scheme is "complementary or supplementary™ to the African Development Fund .32
QAU 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 CF MULTINATIONAL PROJECTS - A SAMPLING

The ECA secretariat has prepared a tabulation of recent major African
industrial projectsé}/ 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. Tris is a 317 million cil refinery in Gabon, which began produciion
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 govermments. Of these,
saven had a multinational character. Of the seven, threce are "mainly national".

;g/ It is understood that the African Development Fund comprises voluntary
contributions from industrialized nations. It is administered by the
African Development Bank in accordance with”IBRD inves*tment criteria. The
fund stood at “3.3 million committed as of November, 1970. * was hoped and
intended by the bank to expand the fund greatly.

33/ "Major Industrial Projects in Developing Africa (1967 — 1969)", ECA,
E/CN.14/IMR/189, 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.

Farly in 1971, a Buropean 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 Buropean 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 Africa 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.'" Without
presenting detailed svidence, 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 ineffective political commitment,
to severe deficiency of implementation machinery and resources, or to some
combination of these factors.

Since several cstablished 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 sec 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 (CEAC), 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 ndustrialization .igency to carry
out its co-operative industrialization policy. In other words, there might be
four Industrialization Agencies %o serve the West ard Central African statess.

Industzrial development results, not just studies, would be the charge of
the agency. This means that it would be responsible for securing new invest-
ment, together with required technology and management. One key 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 repeat,
the test of accomplishment would not be studies and recommendations, but
results.

5.2.2 Qperating 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 3State and would
have the resources to collect, sift, refine, package and promote (internally
and externally) pro jects which could serve the countries. The agency would be
heavily staffed and manned for performance. 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
development of the member States. As a means of facilitating project implementa—
tion, the Heads of State would be invited to agree tc 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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5.2.3 Integration Into Existing Framework

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 induetrialization 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, pos51b1y 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 through 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 conclus ion, creation of such industrialization
agencies could lead to truly notable accomplishments by the middle 1970s.

5.3 EVALUATION AND IMPLEMENTATION

In line with the recommendations of the First Conference of Ministers 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 implementation and
possible changes or refinements. Once that critical task has been accomplished,
additional actichs will be planned as appropriate.

6.0v APPENDIX: SUPPORTING DATA CCNCERNING UNDP SFECIAL FUKD
PRCJECTS RELATIIG TC INTU:TRI,L.DEUJLCFﬂdNH ¥ AFRICA

This appendix presents data supporting cobservations made in section 4.2.1,
"UNDP Special Fund Assistance". Table 1 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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34/
Table i3 UNDP Special Fund Projects™ |n Africa Relating to Indusirial Development (as of 31,1,1971)

Sub=-region/ . . Executing :!Project fotal 1 UNDP Govt.
Country Project hgency Y1jfe - | value | contribu« jcontribu-
(years) 1 8 mln.,! tion Bmin,ttion Smin,
NORTHERN
Algeria Natlonal [nstitute of Productivity an C Lo 5 5.4 .8 3,7
fndustrial Deve lopment :
Centre for Industrial and Technologlcal UN{DO 3 1,5 .8 .6
Studles )
Libya Centre for Industrtal Development and
Research UNJDO 4 6.2 .- 5,4
Morocco n.a, ) '
Tunisia Natlonal Centre for Industirlal Studles UNIDO "} 5 1.8 .8 1.0
UAR [nstltutes for Small [ndustrles 1LO [ 3.4 1,1 2.4
Englneering/Industrial Deslgn Development
Centre UnNiDo 5 2.3 1.0 1,2
Maghreb Centre of Industrial Studies for the ‘
‘ Maghreb UNIDO 5 2.1 1.5 .6
EASTERN
Burundl National Economic Development Bank Uil 4 A A 0
Ethiopla 4 Development Planning - IBRD 3 2,7 1.6 1.0
Centre for Entrepreneurship & Management fLO 5 1.4 .9 )
Kenya Management Training and Advisory Centre {Lo 6 1.3 .9 o4
Industrial Survey and Promotion Cenire UN{DO 2 .6 .5 ol
Madagascar Nea.
Malaw] n.a.
Mauritlus n.a. _
Rwanda Pilot plant for [ndustrlalizatlon and
Pyrethrum production Uniono 3 1,9 1,5 4
Somalla Neaa L
Sudan  Industrlal Research Institute unino 3 3.8 1.6 2,3
Management Development and Productivity ‘ iLo B 1,1 ) .2
Tanzanla Industrial Studles & Development Centre UNIDO 7 1,3 1,0 .3
National Institute for Productlivity L0 5 1,2 .9 .3
Forest Industries Development Planning FAO 6 2,6 1,5 1,2
Uganda Management Training & Advlsory Centre Lo 5 1,8 1,1 o6
Small [ndustry Oevelopment Programme and .
Establishment of {ndustrial Estate UNIDO 5 1.9 .7 1,1
Zambla Deve lopment of Small-scale [ndustries UN{DO 3 .9 6 )
East African )
Community East African Deve lopment Bank, Industrlal
Studlies Unit UN{DO 3 .6 «3 .3

N

34/ Adapted from: UNDP Projects in the Speclal Fund Component, UNDP, DP/SF /Reports, Series B, No, 11
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Table 1: Contlinued
L ¥ - 1 .
Sub-region/ ; oo Executing Project 1Tota UNDP ] Govti.
i roject life value ! contribu~ lcontrlbu~-
iCountry Agency . . N . .
) (years) 1jmln, ! tion Bmln, Ition 4m1n,
MESTERN H !
Dahomey N.a, {
Ghana Management Development & Productivity
Instltute 10 5 P14 1.9 .6
Assistance to the Ghana [ndustrial i
Holding Corporatlon ) UN{DO 4 ! 1.6 .8 .9
Gulnea Natlonal Centre for Management
Tralning and Deve lopment 10 6 2.5 1.4 1,1
|vory Coast pAssistance %o Industrial Deve lopment
Bureau UNIDO 3 .8 .5 .3
:leerla Asslstance to the Department of Planning
E and Economic Affairs - UN 6% 2.1 1,7 : A
iMall Asslstance to State-Owned Enterprises JLo 1 3 1.0 0.9 L
iMeur]tanla Asslstance In Economic Plannlng Ui H .6 oS E W1
Niger Feaslbj1lty Study for the Industrial
Processing of Millet FAQ 3 i.4 .8 .7
Nigeria n.a.
Senegal National Society for Industrial Studles
and Promotion (SONEPI) UNIDO 3 1,0 W5 .2
Sleirra Leone Ass]stance In Development Plann]ng UN 3 W3 1,0 3
Togo Smallescale [ndustries and [ndustrlal ¢ 1t UNIDO 3 1,0 W4 .6
Upper Volta n.a, S
CENTRAL I
Cameroon Centre of Assistance to small- and
medium=size enterprises, Douala 1LO 2 .7 ~3 1 .4
CAR n.a. H !
:Chad n.a.
! Congo, D.R. Assistance to State Enterprises 10 3 1.3 1,0 03
Equatorial
Gulnea Neda H
Gabon n.a. : l
SOUTHERN** !
Botswana n,a, s
Lesotho n,a. i
Swaz! land Small Enterprise Handicrafts Deve lopment | L0 3 1,5 9 Ny
REGIONAL
A1l African Development Bank ~ Pre-
|nvestment Unit Up! 5 4,9 3,0 1.9
All African [nstitute for Economic Development
and Planning (Dakar) Pouw 6 7.9 5.2 1.7 '

*¥% Usually included in the Eastern Sub-ragion but here tabulated separately for emphasis,
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Table 2: Summary and Analysis of UNDP Special Fund lInduystrial Development Assistance to Africa by Sub-region and Regional Totals
D 1 D .
NDP t. P 1 N
Number Number Total !Total Ui Gov . T?ta UN Tota unpp
. rountrles Number ) coantribu~ 1 contribu=! ($mln) (smIn) ! value ! contribution
Sub-region countries ] projectjvalue . X
in sub- projects . tion tion - ger per annuall anaual rate
represented years H(dmla)l . .
reglon } {$mln) (3m1n) project 1 project rate ( mln)
year yzar Gmln)
Northzrn S 4 7 33 22,71 7.9 14.9 .68 .24 4.8 L7
Eastern 12 8 15 71 23,5 17.0 9,3 <33 .23 5,0 3.5
estern 13 10 11 41 14,7 9,4 5.6 .36 .23 4,0 2.5
Central 7 2 2 5 2.0 1,3 0,7 .40 .26 0.8 0.5
Southern 3 1 1 3 1.5 0.9 0.7 .50 .30 0.5 0,3
TOTAL {Less Regicnal) 40 25 36 153 64,43 36.5 31,2 .42 .24 15.1 8¢D
Regional - - .2 11 12.8 3,2 3.6 1,16 .83 2,3 1,7
GRAND TOTAL - - 38 164 77,2 } 45.7 34.8 - - 17.4 10,2

501 °fed
00z/WI/Y1"NO/3
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CASE N° 7 s A MULTI-NATIONAL INVESTIENT CENTRE

§

OPERATION .OF THE DEVELOPMENT DIVISION (DDIV)
OF THE MULTINATICNAL DEVELOPMENT BAaNK
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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 project development aimed at further increasing the Bank's
contribution to the industrialization of its members states. The new
division is called the Development Division (DDIV) Formal announcement
followed extensive preparatory work which had been in progress for at
least two years, and in which the ECA Industry Pivision at various
times played an active role.

As a2 part of IDIV's activation, it was decided to concentrate on
the installation of an operational 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 manual and "sample" project
brochures, among others.

.Since a number of officials of African 1ndustr1allzatlon 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.
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MULTINATIONAL DEVELORIENT BANK

OPERATICNS MANUAL
FOR THE DEVELOPMENT DIVISION (DDIV)

Developnent Divisina


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/INk/200
Page 112

1. INTHROLUCTION

The purpose of this operations manual is two-fold:

1) To explain the present conception of DDIV's role within the
MUB systenm and its intended means of carrying out the
assigned role;

2) To provide an organized body of specific 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 manual 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. FIinally, 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 Manuale.

2. THE DDIV TERMS OF REFEKENCE

The objectives of DDIV have been succinctly stated as follows: ;j/

(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 development
of the Member States.

(¢c) To establish the Bank as a co~ordinator 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.

35/ Source: Position Description for Manager = Development Division,
MDB, 31 March, 1971
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4s a further guide to LUIV operations the following broad list of
activities has also been provided: 36/

(a) Preparation of complete feasibility reporis of zpecific
projects identified bty the Planning Division (PDIV) and ap-
proved for promotion by the General Manager,

(b) Cortact for the purpose of acguisition of technical expertise
{esg. UNIDC, World Bank, bilateral agencies, consultants.
possible technical project partners, when necessary to carry
out feasibility studies and prepare reportse

(¢) Criteria for feasibility and viability-

(d) Promotion of projects that meet the requirements of feasibility
ard viability.

(e) Technical assistance to investors in preparation end implementa-
tion of project plans.

(f) Co-ordination of MIB's promotion activities with those of
national developmeunt corporations, national development banks
and other financial institutions, such institutions as ICA,
the Secretariat of the subregional economic cocopcrasion
organization (EC0), etc. Possible techrical assistance in
this connexion.,

(g) To bring in tne necessary local financial partner(s) at an
sarly stage of project preparation and ¢ technical partner as
early as pcssible.

(h) To develop the Division in such a way that ccsts for projéct
preparation and technical assistance can be recovered from
implemented projects go that the Division after the initial
years of establisiment will he ablc to cover itz own costs.,

(i) Whenever feasible, to submit feasibility reports ito the
Boara for principle approval of the Bank'g participction.

(j) To accept, after approval, project proposals Tor prepara~
tion and promotion and prepared projects for promotion from
other bodies that have identified and prepared those projecis.

Together, the objectives ana the activity list fcrm the official-
tefms of reference for DDIV. It will be seen tha’t taey are at the same
time very specific and very flexible, requiring a great deal of inter-
pretation for "reduction to praciice". The nexi section summarizes
DDIV's operational interpretation of its role by defining a series of
successive gtages through which &« project uvill ncrmally progress.

;é/ Position Description for Maunage™ - Development Division. MDB,
31 March, 1971.
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>. SUMMARY OF THE PROJECT FLOW

3ix 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 total project life cycle. The six stages are
the following

-\
L]

The idea stage

(A
»

The identification stage

“he pre-feasibility stage
The feasibility stage

The project planning stage

[0 )N 2 N L V]
»

The implementation stage

Tha completejs/ project life cycle is shown in the accoppanhying
schematic diagram {see following page). For each of the six stages,
selected tasks; documents,; and decision points have been separately
identified and coded by symbols. Hfach of the symbols is further ’
identified by a three-digit number which indicates the paragraph number
in which the reader mey find further details.

It may be noted that a project with which DDIV will be ccncerned
may enter the system at several alternative points, depending upon the
stage cf its definition when the bank first becomes involved. In
principie, if the project is received in the "idea", "identification",
or "pre-feasibility" stage, it will be dealt with during part of its
life by DDIV. If it arrives at a later stage, it may go directly io
the Evaluation Division and DDIV's services may not be needed.

4, DEFINITION OF OPLHATIONAL STAGES:
TASLS. DOCUMENTS, AND DiCISION POINTS

This gection systematically defines each of the project flow
elements appearing on the "operational project flow diagram" (previous
page). Paragraph numbers match the three-digit numbers appearing on
the diagram.

él/ The diagram is not intended to be complete with respect to MDB's
overall operations. For example, projects may come 1in which require
no particination by DDIV, but go instead to the tvaluation Division.
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The diagram and the descriptive paragraphs assume that at each of
the decision points a favourable decision is reached. In other words,
that every project which enters the system continues through into the
implementation stage. (While we have no estimate now of the "dropout
ratio" there is no doubt that some projects will fall by the wayside.)

4.1 THE IDEA STAGE

4.147 Statement of Ideag

A project idea may originate from any one of many sources.
Some examples are: private investors or entrepreneurs, govermnment
ministries or their related industrial promotion organs, national
development corporations, the ECO %ﬁ/ secretariat and tae MDB itself.
MDB through its Planning Division [PDIV) is expected to be a major
source of project ideas, based upon an extensive series of sectoral
studies which project demands and industrial capacity growth through 1980.

A project idea which originates outside the Bank may enter in the
form of a letter, with or without accompanying data, depending upon
how far the sponsor has gone with his own investigations.

4.1.2 Apply Filters

Before accepting a project idea for further work, the Bank
screens it, using a number of "filters", to make sure, or increase the
probability,; that the Bank's participation in an eventual project would
be acceptable to the Board.

The filters include, but are not necessarily iimited to, the
following:

~ Is it within a reasonable size range?

— I2 & gsimilar idea being actively pursued by others within
the Menber States?

— Could the project probably proceed without the Bank's
involvement?

~ Would the Bank's participation contribute to earlier
realization than probable through alternative spoansor=—
ship?

—~ Is the project compatible with appropriate priorities
for indusirial development as judged by the Bank's
Planning Division?

Screening according to the filters is accomplished mainly through
discussiony no report is issued.

;é/ The Subregional Economic Cooperation Organization.
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4.1.3 Decision to Go Further

If the idea passes the filters mentioned in the previous
paragraph, a decision whether to go further will be based upon commer-
cial and social considerations. The decision will be determined or
influenced by management judgement concerning likelihood of eventual
successful implementation, the expected ease or difficulty of assembling
a project team and securing necessary govermment approvals, the availa—
bility of funds and other judgement elements-

4 favourable decision will move the idea on o the 'project
identification" stage.

4.2 THE IDENTIFICATION STAGE

"Identification" refers to the early stage of pre—fearibility
work. We refer tu a project as "identified" when we are coavinced that
a reasonable probability exists that a viable industrial opportunity
can be defined.

44241 Identification Studies

The term "identification studies™ refers to the body of
work which must be done to gather enough information and itc perform
enough analysis and synthesis to convince the Bank management that a
project has been identified. In other words it should bz possibdle to
conclude either that there is a reasonable probability that a viabie
project of interest to the Bank can be defined, or that the project
idea does not meet that criterion ..nd should be dropped.

The direction of the studies is determined by Judgement
depending upon the nature of the prospective project. Markev studies,
raw material surveys, transport faciors, cost-volume relationships are
some of the elements which may command attention at this stage.

This task would normally be performed by the Plarning
Division (PDIV) if the project idea originated there. If it originated
outside, either DDIV or PDIV might take the lead, depending on work
loadss

4.2.2 Technical Assistance

It is possible that specialized technical skills beyond
the capability of the Bank's staff may be reqguired before an identifica-
tion decision can be reached. In that eventitechnical assistance will
be sought from private or public sources, on an opportunistic Dbasis.
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4.2.3 Project Identification Report

A Project Identification Revort (PIR) will be the formal.
basis on which a decision whether or no% to "identify" a project will.
be recommerded. .The PIR will contain a compenuium of relevant data and
analyses and a statement of ths recommendation and its basis.

4.2.:4 The "Identification” lecision

Basec on the PIR (above), three decisions are possible: go -
ahead to ths pre—feasibility stage, drop the idea or perform further
study work to support one of the first two possibilitiesg, If the
decision is posiiive the project has been "identified" and it moves
on to the prefeasibility stage-

4.3 THE PRE-FEASIEILITY STAGE : e
The pre--feasibility stage leads up to the publication of
a pre~feasibility ropori called "Document A¥, which can be used to...

enlist local investor interest and govermment support.

4.3.1 "Translation'" to Project Format

The "trenslation" task, in its simplest form may be nothing
more than an editing job: selecting material from the identification
report and packaging it in a format that can be used outside the Bank
to enlist local investor interest and government suppurt for the project
proposal. More generally it will involve the production of somewhat
more detailed cos® estinates, conrirmmation of one or more critical
assumptions, further research concerning the market parameters, or what-
ever key investigstione are considered necessary to enable the resulting
document tu accomplish its mission.

4¢3.2 Technical Agsistance

As in Section 4.2.2, it is possible that technical expertise not::
directly available to the Bank will be necessary to complete the -
preparation of an effective pre-—-feasibility report. Acguisition of
technical assistance will be undertaken as required. _ E

4¢3:3 "Ducument A" Pre-feasibility Report

"Document A"™ is one of two principal outputs of the pre-
feasibility stage. Az indicated earlier, it is designed to.enlist
local investor interest and government support for the project. Details
of the requirements for preparation of locument A are given in the
"Guide to Preparation of Document A (pre~feasibility)" and "An Industrial
Alcohol Project for Country G, Tllustrative Sample ¢ Document A". Both
of these documents heve been published separately for use by project
officers.
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4.3.4 Study Plan for Feasibility Stage

The Study Plan is the second major output from the pre-—
feasibility stage. This document lists aspects of the project required

to be studied furtiher to establish the project's feasibility. The
tasks may concern markets, 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 are complete, the project may
be considered to have entered the feasibility stage.

" 4.4. THE FEASIBILITY STAGE

The feasibility stage may be short and relatively simple,

or it may stretch out seemingly forever. It is compléete when there
exists a "project prospectus" which purpcrts to satisfy the requirements
for establishing feasibility and viability. This includes relatively
detailed cost breakcdowns, production processes, equipment lists, and
marketing details. Before this point is reached, it is expected that

“"project team" of investment partners will have been identified (and
that)the Bank's Board will have agreed in principle to MDB participa-_
tion ’

4bebe 1 Enlistment of .ocal ‘.vestor Interest

Before embarking on any ambitious or detailed studies, it
is intended to secure expressions of serious-interest from local in-
vestorse This will be done based upon the pre-~feasivility report
and will be a condition of going further.

4e4.2 Acquisition of Government Support

. Similarly it is considered essential to obtain preliminary:
indications of sympathetic interest and support from some or all of
the govermment agencies which will have to give their formal approval
at a later stage.

" 4.4.3 Detailed Fcr.'%ility Studies

This is a broad task and, as indicated on the project flow
diagram, there are related events which occur part way through these
studies. The feasibility studies would be performed in accordancg with
the Study Plan (section 4.3.4) and may include, but are not limited
to,any of the following:~

Products - markets ~ marketing
Materials - substitutes
Process - plan - equipment

Manpower = services
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Organization — management - ki >w—how
Location - transbditation

Legal, fiscal aspeéts ~ licensing
Investment costs -~ capital structure
Pricing of inputs and outputs

Social desirability

4efe4 Technical Assistance

Specialized techinical expertise will he acquired as neces=-
sary to fulfill the study commitments. It is anticipated that a major
gource of up-to-date skill will be the community of existing business
enterprises throughout the world gpecializing in the field of the
project being investigated. It is likely that such contacts may lead
to the enlistment of investment partners for the project.

4445 "Doéument B" Intermediate Feasibility Report

At a point to be determined for each project, an interme-
diate feasibility report is prepared and submitted to the Board of
Directors for in-principle endorsement of the project. This step is
crucial since it enables the project to be aggressively "sold" to
project pariners on the basis that MDB believes in the project enough.
to back it financially.

This report is based largely upon "Document A" (Section 443+3).
It contains refinements based on later study work. It also contains
the results of negotiations with prospective investors and with gorern-
ment authorities. A tentative makeup of the financing package is
preseni-.d, including any special conditions contemplated by any of the
parties. "Document B" is further defined in the document "Guide to
preparation of ' Document B' (Intermediate Feasibility Report)".

4e4o6 Board Endorsement

As indicated above, it is expected that the MIB Board will
be requested to give its tentative approval to a project at some time
during 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 pariners tased upon the Board!s"stamp
of approval'. . - '
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444.7 Completion of the Project Team

It is considered normal and desirable to have obtained at
least tentative commitments from a full set of prospective members of
the project team during the feasibility stage. This has the advantage
that detailed studies may incorporate special needs or parameters de-
termined by the identity of specific partners. In this way the resulting
project prospectus will almost surely be acceptable in most resgpectis
to the ultimate team members. It is also intended that a major part
of the burden of carrying out the feasibility studies will be borne
by the grospeciive partners-

It may almost be inferred that if it is not possible to identify
and obtain tentative commitments from team members at this stage,
there is something wrong with the project. The alternaiive, of course,
is to use the project prospectus as the basis for finding partners;
but this procedure often reguires time-consuming "repeat" studies to
establish key data ahd conclusions. The "repeat'" problem arises because
the original resulis would almost inevitably conflict with certain
conditions specific to the prospective partner being pursued.

4.4.8 The Project Prospectus

Given tentative Board endorsement and tentative commifmsntis
from the other intended team members, the project prospecitus Becomes a
baseline document upon which the parties can establish their mutual
commitments to complete detailed implementation planning ~nd to go
ahead with physical implementation. At this stage 211 gquestions
materially influencing the project's viability shou’.d have been resolved
or the areas of uncertainty reduced to unimportant dimensions. The
respective contributions of esach of the paritners to the project appear
as a part of this document or as an accompanying exhibit.

As mentioned in Section 4.4.7, in cases where the team has not’
been completed before issuance of the project prospectus, thal document
becomes the basis on which recruiting activity then proceeds-

4.4.9 Implementation Decision

When the project prospectus and the team are both complete,
the decision to go ahead can bte made formal. Gne of the participants
or his agenit will normally be agreed upon as the team manager for the
planning and construction phases. The MDB Board would at this time
agree %o the final participation formula and approve necessary contractse

With this step completed, the project moves ints the detailed
project planning stage.
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4.5 ThHE PROJECT PLANNING STAGE

ATter the implansrteticn Jecisicn is ma“e; tnere arc usually
many planning detaile o s aunlsivd-.  These may invelve final equip-
ment purchasing specifications and del*ver" schaedules, complevion of
the prcject management and techrnical uddT@, stibyission of required govern-—
ment documentultion foi licensing and nacsesery imports, arrangements
with construction couniractors, and athars. % ig frequently the case
that this planniag svage cverlapc the physical imolemerntation siage,
since the site nronu*‘*.on ard congiruction oycle mey icgicelly Dbegin
before final eguinypzat nmurchage commitmennts necd o he made-

4e5et Fiunl Projocy DPlana

Thig tnck refers to preparation of documents to form the
bagis Tor ceoastinciion an¢/0“ purchase agroemonts to cover the physical
preject. az well as sach Ipportvant ihamy ac oupply and disiribution con-—

,
La3iys

tracts, 1o nape only

cnte

i -

4e5-2 Tingl

M - prograssct far cnough, the constrection

schedule i3 csi wod wyuliomsay cond~acts are maged uron that benchmarke
Other comm7zvwolal secments fall iato plece. Mauagemznt cortracts, if
any, are &lou &
loan dis. iusem m* srhegulias
are nut inte fipal fomyg.
the "Final Conar ’

_, cf' bl

Loagreepments sich as supnliers® credits,
otharas ars concluded. Secuarities issues
of these diverss activities constitutas

i

Yion
-

4:53;‘ Te

Dy this wime, Loo mnrh dovail euistz Tor 2ll ef It 1o be
bound logically onc doeuaany.  The cuam totar of the commiiment
documents nay be TxowaQ to owr the Puojdact Plen.e A sammary of the
major comm’Iment: aud seaedolos may alse De copniled and referred to as
the Project Plean:

4.6 THL TMPLEMENTATION STAGE
Heotion 4.5 mentionsd that implementation may often begin
before the ﬂlannlug»“UVOG is compleisd, The bourdusy beiwsen the two
gtages is probabvly ro: vaery eciisp. But ehe beginning of the physical
implementation ie usanlly a well-arvrked ond jugtifiably celebrated event.

4.6.1 Physical Innlomentation

Thig celiivity wsunlly begineg wini site preparation and
hopefully cortinunss iudo i long and nrofitabla pericd of pluat onzrations.
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4.,6.,2 wWithdrawal from Project 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 member of a project
tagk 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 EBank 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. 7The function continues
indefinitely, and is usually complemented by placing a Bank nominee on
the Bcard 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 manual. Their functions may be inferred
from the titles: : '

- Guide for Preparation of "Document A" (Pre~feasibility)
22 July 1971

e Industrial Alcchol Progect for Country G (Sample of Document A)
22 July 1971

- Gulde for Preparation of "Document B" (Intermedlate Fea31b111ty
Report)
28 July 1971

- Position Guide: WManager, Development Division
1 March 1971
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Multinational Development Bank

II

.GUIDE FOR PREPARATION
OF "DOCUMENT A" (Pre-feasibility)

Development Division
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1. INTRODUCTION

The purpose of this guide is to describe requirementes for the
pr sparation of the first presentation document to be issued in connexion
with a specific project being prepared and promoted by the Development
Division (DDIV). The document, called "Document A" is a pre—feasibility
raport based on the project identification studies. (For more details
on the relationship, see the DDIV Operations Manual , dated 27 July 1971) .
This "guide" 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 officialse

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, piease see the
illustrative document, "Industrial Alcohol Project for Country G" which
preszanis a live example of the "Document A" pre-feasibility report.
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2. DESCRIPTICN OF REPOkT CONTENLI'S

The following pages describe each of the main sections suggested
for inclusion in a pre-~feasibility report at the "Document A" stage.
It is emphasized that sub=structure will frequently need to be tailored
to the nature of a specific project; the project officer preparing a
report must exercise his ingenuity tc present ihe project in a manner
consistent with principles of clarity and full disclosure. It is
desired thai a reader be enabled both no understand the basic characteris-
tics of the projsct and to assess it "on its merits".
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2.1 Introduction and Summary

The purpose 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 Opportuniiy

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 product; the market intended to be serveds
the dynamics of the market, including such things as price fluctuations
and competitors' aciivities; and special factors.(such as favourable
availability of a key input or of a newly proven technological process,
or specific governmental measures) which give the project its distimctive
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 projecti. Hxcept where some elements have been pre-—empted by
earlier sections, it is desired to provide an orderly presentation of
subjects including, bui not limited to:

—~ product range and volume

-~ production processes and facilities

- inputs, costs and availability

-~ prices

-~ distribution channels and promotion techniques

~ gpecial considerations such as transpori, taxes, licensing

arrangemantse.

Where significantchoices need to be made after further analysis,
as between two competing technical processes, the rationale should
be summarized. Leasons for seleciion of the project size shoild be
indicated, as for example, market penetration potential, or limita-
tion on rzw material availebility.

2.4 Tentative Financial Analysis

The purpose of thig section is to display in as specific a manner
as possible the expected financial characteristics of the proposed
project. This would normally require as a minimum the provision of
a proforma income statement, an analysis of the required investment,
and a ~ sakesven analysis. In some cases a cashflow analysis would
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 ke 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
conmpunicate 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 informmation 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-
portunities will naturally arise later because of parallel developments.

2.6 Appendices

Although it is typically based upon a body of material collectively
referred to as "identification studies", the "Document A" pre—~feasikility
report is designed for maximum clarity and economy of presentation.
Consequently many data tebles, technical explanations and other impor-
tant and/or informative background analyses do not fit readily into
the body of the report.

Selections ¢ such valuable material may alternatively be cited
in the report or included as appendices, according to the project officer's
judgement.

3. SOME GENRERAL NOTES

The following items 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 freguency of nagging questions from evaluators.

~ References for key numbers should be given in footnotes,
if not identified in the text.

— here 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, assuming that support is found
to exist. It is comrletely accepiable to include
key displays containing significant blanks, in the
expectation that later studies will supply missing
information.

 Critical assumptions should be identified. For example, -

if a special govermment concession or exemyption is
required, this fact should be pointed out. {The identi~
fication of "key assumptions" is itself a matter invole
ving careful judgement.)
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Multinational Development Bank
III
INDUSTRIAL ALCOHOL PROJSCY rOR COUNTRY @
JLYWUSTRATIVE S&MPLE OF
"DOCUMENT A" (PKE FEaSIBILITY)
22 July 1971 Develoiment Division

NOTE:

This document illustraies conteni and level of detail of a
project brief suitable fcr first stage presentation to acquire
Goverrment support and investor interest. .o representation
of commercial viability for this project is expressed or
implied by publication of this illustirative material.
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1« INTRCDUCTION AND SUMMARY

It is proposed to establish & comnercial alcohol industry in
Country G. Production of 2.5 million gallong a year can be supporied
by availability of currently wasted by~produci molasses from sugar
refining.

Pending development of organic chemical production using alcohol
as an input, it is proposed toc market the ouiput as a mandatory motor
fuel additive, through government directive. Hconomics of tho process
and of alternative disposal of the raw material allow an acceptable
return on investment of 9 per cent at a yearly sales level approaching
$1 million.
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2. THE OPPOLTUNITY

2.1 The Availability of Unused Molasses

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 remainder 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
&t 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 mllllon
gallons of alcohol per year.

2.2 The Product: Industrial Alcohol

World production of industrial *(ethyl) alcohol is approx1mate1y
tons. The world price varies between and per ton
and per gallon). Consumption of the product
is roughly distributed as followsS: « « « o o+ o

2.3 The Long-Range Market for Couﬁtrv G Production

Since industrial alcohol, like nolasses, is a COmmodlty of relatlvely
low value/volume ratio, export would be hindered by transport cost to
the ocean port. Hence its production must be justified by foreseeable
local demand. ‘

Chemically, ethyl alcohdl.is the starting point'for'a large number.
of compounds finding widespread industrial uses.’ The diagram below
gives an indication of the range of possible chemical products.

DIAGHAM LATER

These organic chemicals are inputs for manufacturing processes
producing dyes and pigments, pharmaceuticals, pest control agents,
plastics, photographic supplies and surface coatings among others.
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It is projected that economical production of industrial alcohol
in Gountry G will facilitate the creation of a chemical manufacturing
complex tased on forward linkages from the alcohol output. Planning
studies have begun and their status is summarized in Seciion 5 of ’
this report. But for the present, a potential base market for the
entire alcohol production is available.

2.4 The Interim. Market

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%, by the oil companies at their depots, and
distributed through the normal channels. Motor fuel consumption is
caurrently about 24-29 million gallons per year. Hence the proposed
production of 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 chemical industries can be developed
to absorb the production has been successfully used by Australia, B
France and India. It has been demonstrated that no technical difficul~-
ties exist; in fact some advantages are claimed for the mixed fuel,
including better starting, reduced air pollution, and reduced carbon
deposits in the engine. But 0il companies have not voluntarily agreed
to the mixing protedure, so the practice has been for govermments to
.fix the terms of such an arrangement by executive order.

In the case of Country G, it is estimated that an ex~plant price .
of $0.374 per gallon, excluding tax, would be fair to the oil companies.
This rate is calculated based upon « « « o « o
The govermment would apply an excise tax to compensate for the reduction
in duty collected through reduced petroleum imports.
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3. DESCRIPTION OF THE *ROJECT.

3.1 The Production Process

Alcohol production is a relatively simple process involving
fermenizvion ancd distillation. The diagram below presents a rough
schematic diagrau:

ROUCH SCHEMATIC - PROCESS FLOW FOR ALCOHOL PRODUCTIQON

H R R
e e ¢ 7™, FERMENTING e et e
S e
3 Q D Dt et T I S SO
MOLASSES \\ / AGENT j }
STORAGE ‘! ! 1 -
AT AN b - 5
g ‘ e oo, b b o o °
e . ; T
VAii:;szfi:::::ﬁ FERMENTATION — § ALCOHOL STORAGE
f e ol g o e o L
! ! . \g{ i
B ¥ - L g
' ! A ! s icnion w?
/ . jR| TO MARKET
e\ Zﬁ“"‘""‘" '
Y it '
P g, 7
: By
PNt .,
- - ! i AN
i me BY=PRODUGT o \\ ‘
o mvan o L
' ) v FUEL .fm-;" o d‘_:BOILER \3 7
3.2 Availabiliiy of Inputs L >

oot i STE

'As mentioned in Section 2.1, on the order of 50,000 tons of molasses
is expected %c be available each year for alcohol production. Calcula-
tions in +hic revort are based on a raw material cogt.of $2.80 per ton
f.osbs thz suger mill holding tanks. It has been *entativ:ly indicated
by two exi:rting sugar mills that they would be interested in bulk sales
at thig pvice level, as an alternative io dumping $2.80 is the estimated
maxinum price wvhat can be paid for the molasses in order to produce
alcohol at the %G.374 per galion selling price and earn a reasonable
return or i.vasinent s

Since the exports of molasses; though limited in vo'ume, have
recently been priced at approximately five times the bulk price of $2.80
per ton, i3 would be necessary to ensure raw material supplies through
a long-teri wusreement.

It is not foreseen that any problems would arise in conrexion with
inputs of supplies, labour, or utilities, assuming pliant location as
suggested in Seciion 2.3
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3.3 Plant Requirement

A piant 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:

‘ Rough Cost Indication®™ Bast Candidates for
Component (= $1000) local Manufacture
Storage

Molagses by

Alcohol b'd

002

Puel b'd

Fermentation s

Distillation

Boiler

Pumps b'd

Pump Drives

Transport equipment x (partial)
TOTAL: 750

As a first approximation, one would expect to locate the alcohol
plant adjacent to the largest source of molasses, which in this case
would be the plant. The remaining input would be
trucked, requiring some 6-10 Trips per day depending on the size of -
tank trucks employed. It is assumed that output will be picked up by
0il company trucks. The two existing sugar refineries are only about
fifty miles apart and both are withir four hours haul of the Vapltal
which is the centre of the fuel market.
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The following diagram gives the approximate physical relationships
among existing and proposed sugar mills, the proposed production
facility and the principal o0il company depots. : .

LOCATION DIAGRAM

/"M‘—“\
PRINCIPAL
7" INDUSTRIAL

CENTERS ~

ExISTING SUGAR REFINERY

OlL CO. MIXING DEPOY

"CAPITAL CITY

o i o

ALTERMATIVE ALCCHCL PLANT
LOCAT [ONS

f 777 UTURE REFINERY

\ NAT [ONAL

.,
\‘*‘:“‘*«QW\‘"
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4. TENTATIVE FINANCIAL ANALYSIS

Only a rbugh indication of costs and profii levels can be given
at this stage of investigation. The following pro-forma profit and

loss statement 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)

$ x 1999_

Sales at $0.374 per gallon (excluding excise tax) 935
Cost of goods sold

Molasses 47,000 tons at $2.80 130

Other raw materials ' '

Labour

Depréciation 75

Maintenance and repairs 28

Utilities .

Othgr -
Selling and Administrative Expenses
Interest and taxes
Other

Total ‘ 800

Profit before income taxes 135
Income tax 40
Net ,rofit 95
Net profit as % of sales 10%

Similarly, rough order of magnitude estimates or return on invest~
ment and cash flow turnaround are presented belows
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PO FORMA PROFITABILITY CALCULATION
Investment _$ x 1000 _
Capital Equipment (inc. transport) 750%
Land 150
Working Capital 11Q
Total investment 1,01GC

Return on investment . . . . . . . . . . . . . .. . _9%%

Time to positive cumulative cash flow « . . . . . . 6 years

5. LINKAGES WITH GYTHER PROJECTS

- le ter -

6. APPENDIXs MOLASSES UTILIZATICN BACKGROUND

- later -

% Assumes 24 hour/day operation, . « . . « . .« . days per year
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Multinational Development Baﬁk

28 July 1971

1V
GUIDE FOR PREPARATION
OF
"DOCUMENT B

INTERMEDIATE FTASIBILITY REFORT

Development Division
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1. INTRODUCTION
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 Purpose of "Document B"

The primary purpose of "Document B" is to obtain tentative agreement
of the Bank's Board to participate in financing the project. This step is seen
as a key milestone. The Board's "stamp of approval" will enable the Develop—
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—feasibility reportlﬁ/. In fact, it is a refined version
of the earlier report, with additional sections designed to help the Board.
appraise the project's soundness.

Timing foir preparation and submission of "Document B" will be selected
to fit with the progress of studies and negotiations in progress during the
feasibility stageﬂg?.

A negative decision by the Board would effectively terminate the Bank's
involvement in the project. A positive decision is intended to include
guidance concerning the approximate level of participation likely to win
future apnroval. Board endorsement at this stage is endorsement "in principle"
and its later ratification depends upon successful conclusion of studies
aimed at economic. technical and social justification.

2. DESCRIPTION OF REPCRT 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
specified. The projsct officer preparing a report must exercise his ingenuity
to present the project and accompanying analyses in a manner consistent with
principles of clarity and full disclosure.

39/ Please see "Guide %o Freparation of 'Document A' (Fre—feasibility)", DDIV,
22 July 1971.

49/ Please s=2e "QOperations Marual 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 summary of a tentative financing plan will also be provided, indicating
suggested participation by the Bank. Finally an appraisal of risks inherent
in the project will be presented, to enable the Board to apply its balanced
Jjudgerent to a decision.

2.1 Summary and Recommendation

Tre purpose of this first section of the intermediate feasibility report
" is to present a capsule description of the project and to briefly state the
basis for recomrending Board endorsement of the project. The suggested
amount and prop.rtion of the Bank's participation should also be disclosed in
this section.

2.2 The Oppoftunity

The purpose of this section is to describe the business opportunity
available or 'potentially available. It is necessary %o convey an. under—
standing of the proposed product; the market intended to be served; the
dynamics of the market, including such things as price fluctuations, quality
and style considerations, and competitors' actions and possible reactions.
Attention should be drawn to special factors, such as availability of a key
input oa favourable 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 estimates should
be included. Uncertainties which might give rise to serious questions should

be nointed out, and plans for resolution summarized.

2.2 Toegceription of the Project

The purpose 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.

Excapt 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 llkely sources

~prices of inputs and outputs

-distribution channels and tentative plans for establishment
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~sales promotion techniques anticipated

-plans for acquisition of management expertise

~training requirements

—-special considerations such as transport, taxes, licensing arrangements

Where major selections have been made among alternative approaches,
(for example, among alternative production processes or distribution channels)
the competing solutions should be identified and selection rationale
summarized. The basis for selection of the project size (e.g. raw material
availability, economic production scale, market penetration factors) should
be discussed and conclusions pressented.

2.4 Preliminary Financial Analysis

The purpose of this section is to display in as specific a manner as
possible the expected financial characteristics of the project. As a
minimum this includes a five-- or ten-year proforma operating summary, a
moderately detailed vrofit and loss statement for the expected normal
operating point of the plant, an investment anlysis indicating estimated timing
of increments and including working capital requirements, a discussion of the
appropriate depreciation and amortization 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 reducing the uncertainty to a level acceptable

in the eventual project prospectuséi/

Exhibits should be prepared at the appropriate level of detail to permit
existing estimates and data to be presented in full. Where data is
incomplete it is acceptable to show a total figure - for production costs,
as an example - with only some of the component elements broken out. It may
be useful to indicate a range of values for a few elements whose importance
requires an estimate, tut for which good data is not yet at hand. (Part of
the function of these exhibits 1s to disclose gaps in the project information,
as well as to present what has already 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 interests" of the tciam members. It
is intended that the section provide as much detail as possible. iherc some

41/ For a description of the project prospectus, please see section 4.4.8
of the DDIV Operations Manual.
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of the information is speculative, pechaps representing little more than the
project officer’'s judgement of what a suitable allocation might be, this
should be clearly stated.

The term "contributions and interests" refers to the whole range of
participation mocdes through which project partners may supply resources to
the project, and in turn derive benefits from it. Thus, management
contracts, supply arrangements, licensing of technology, and marketing
agreements among others may be included. All such arrangements -
express or implied - which are likely to involve project team members
should be described 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 icdentifying all relevant items., Among other rezsons, this
special cars is necessary to protect the Bark from possible lawsuits
for negligence o1 wisrepresentation 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 nas been slaborated to date. Generally, the
subject may be addressed in terms of technological, management, marketing
and financial risks. An overall conclusion should be presented, rating the
project as 'conservative". "mcderately ceonservative', "moderately speculative"
or "speculative™ in terms of safety of the Bank's proposed investment.

The Tollowing represents a partial iliustrative checklist for
identifying risk elements. The comprehensive listing is almost infinite;
each project officer must use his judzement and his knerledge of the
opportunity, the project, and the prospective team memebers fto identify
the criticeal risk items for his project.

ILLUSTRATIVE CHECKLTIST OF PROJECT RISK ELEMENTS

Marketing Pisks

77T Zsize of merket
—availebility of market
~digtributicon charnnels
-marketing cost
—product style
—~protectior of market
~competition
—other
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Technical and Procduction Risks
-raw materials .
=labour skill and availability
~technology
—infrastructure
~location
—~cost
~plant construction
=gcheduling
—~capacity
~transportation
~other

Management/?inancial Risks
~performance record
~balanced team
—-adegquacy of finance
~training provisions
~contract terms
-motivation of management
-supplier incentive
~profitability
-social and political factors
~other

2.7 Linkages with Other Frojects

This is a very important element of the document. It places the project
in context with existing irdustrial 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 opportunities will naturally
arise later because of parallel developments.

2.8 Appendix: Supporting Tata 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 &2 not fit readily
into the body of the report since 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 DEVELOFMENT BANK (MDB)
V. ANNOUNCEMENT OF POSITION OFENINGS IN THE
IEVELOPMENT DIVISION (DDIV)
POST TITLE Senior Project Officer - Project Preparation and
Promotion (2 positions).
TURATION 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 OF THE .. .

DEVELOPMENT DIVISION: 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 govermments, the Economic Co-operation
Organization and the MDB. )

DUTIES Under the direction of the ilanager -- Develcopuent Division, the
Senior Project Officers will form the mucleus of the newly
established Division during its developmental phases.
Specifically, the Senior Project Officers will:

1. TIdentify industrial project ideas through contact
with private and public agencies. (Alternatively,
DDIV will receive detailed project identification
reports from the Bank's Planning Division.) Participate
in evaluation of the ideas.

2. Prepare pre—feasibility reports on selected project
ideas as the basis for enlisting prospective .
partners and govermment support. Conduct necessary
preparatory studies, makirng appropriate usec of
specialized outside technical assistance. Conduct
discussions and negotiations incident to enlistment
of partners and government support.

3. Plan, direct, and participate in the execution of -
. » - necessary further studies to establish feasilLility
' and viability of the projects, employing appropirate
specialized technical assistance. Continue
attraction of, and negotiations with, prospective
project team members (financial, technical,
management, marketing contributions as appropriate.)
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4. Prepare intermediate Teasibility reporis for MHB
Board endorsement. Prepare final project
prospectuses to demonstrate project feasibility
and viability, and to describe proposed financial
packages.

5. Participate in drawing up of final commitments
among project team members regarding contribution
gnd interests, and designation of project management for
impl-—~entation.

6. If necessary, represent the Bank on an implementation
task force to assist the project team manager
during completion of final detailed implementation
arrangements.

T. 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 preferred, master's degree in business
administration very desirable. Thorsngh familiarity with
range of industrial processes and with financial, marketing and
management aspects of establishing industrial enterprises.
Demonstrated capability in executive-level negotiations,
as through management or consulting experience. Imagination

- and drive to create pryjacts and project teams, beginning
with very limited data sources.

LANGUAGE: English

BACKGROUND
INFORMATION: The Multinational Development Bank was chartered in 1969

by the govermmenvs of Country A, Couvntry G, Country S, and
Country R.

The Bank is axclusively concerred with the furtherance of
its members' industrial development. MDB has recently
established the Development Division to focus and expand
its project development activities. A manager has been
appointed; planning 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 INDUSTRIAL
_PROJECT PROPOSALS

A JOINT PROGRAMME
TO COORDINATE CERTAIN AFRICAN INDUSTRIAL PROJECT PROPOSALS

(Preliminary Coordination Document)
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A JOINT PROGRAMME :
TO COORDINATE CERTAIN AFRICAN INDUSTRIAL PROJECT PROPOSALS
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A JOINT PROGRAMME
TO COORDINATE CERTAIN AFRICAN INDUSTRIAL 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 "multinationali 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 embarrassmer-
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 involving multi-~country markets. It is tentatively
proposed to invite the sponsorship of established African inter-governmental
economic cooperation organizations for a joint UNIDG/ECA task force %o rationalize
existing project proposals, to win their endorsement by involved govermments, and
to develop project brochures for the resulting set of endorsed projects. The
action would be scheduled for completion within the 1972-1973 period to produce
~-iable projects for a projected African investment promotion meeting in 1973 and/
or for promotion via other channels at the governments' request.

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 worth of projects were discussed with prospective iavesto.:
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 governmenis. 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 1o give, assurances
that their markets would be available and that competing plants would noét 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 necessary 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 wds 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 by the member States at the recent Abidjan
project promotion meeting. Necessary 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 ic tcntetively pronoced that initial efforts be focussed on the members of
the UDFAC, together with Chad., Details of the preliminery oroject list and the
proposed operational proccdure arc ~iven in the following rcetions. A second
application of the proposed might appropriately be the Entente-Ghana group. Again,
details are presented below.

- The actions proposéd herein would be coordinated with those called for in - ég/
the proposal for the establishment of Multinational Industrialization Agencies (M1A)=
Briefly, the emphasi@ 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.

42/ Please refer to Case Number 6.
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2.2 TENTATIVE PROGRAMME FOR UDEAC~Chad

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 Abid jan Project Title , Est. Inv. Remarks
Proj. No. $ US m,
Cameroon CMR~15 Air conditioners and na
refrigerators
CAR CAF-05 Tyres and tubes (bicycles 1.2
and mopeds)
Chad CHD-03 Malt factory ' 1.2 May require larger

capacity. (Initially
conceived for domestic
market only),

Congo (B) COB-01 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., Newvertheless, the
projects have all been considered desirable by the individual govermments. 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 countrie
at the UNIDO/ECA/ADB project promotion meeting in Abidjan., Selection from among
the projects has been made on an informal, semi-iniuitive basis, considering to
the extent possible the resources and other economic characteristics of +the
countries.

Country 4Abid jan Project title Fst, Inv. Remarks
Proj. No. USE m. e
Dahomey- -~ - = " 'Wifé'dfaWingbof‘écrép na ECA proposed
melting and rolling mill project
Ghana GHA--0? Kraft paper/boards 0.5
Ivory Coast IVC-l) Pharmaceutical products : na
Niger NER--(3 Meat and tomato canning - 0.7
Togo TOG~01 Pesticides and insecticides na
prer Volta UPV-10 Enamelware 2.0

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 governments
Since it is also nearly certain that each project requires more than its host
country market to be viable, there is a strong prima facie case for reciprocal
agreemente among the six countries concerning market en'ry and possible protectio:

2,4 PROCEDURE FOR iMPLEMENTATION

It is tentatively planned to invite the support ard cooperation of the inter
governmental organizations (the Entente in cne case and UDEAC in the other) as en
essential element in the implementation of the two programmes described above.
Furthermore the Central African UNDAT in the case of UDEAC--Chad,; and the ADB in
the case of the Entente-Chana have been involved {as have UNIDO and BCA field
officers) in preliminary phases of attempts at industrial development harmonizatio
Initial interest has also been expressed in the Muliinational Industrialization
Agencies concept among many of the groups and countries concerned. Thus their
participation in this activity may be invited on a priocrity basis as a poszible
means of achieving a coordinated programme and of applying the maximum resource
possible.
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