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INTRODUCTION

1. = African govermments are committed to industrialisation as at least a
partial solution to certain common problems including foreign exchange shoriages
and unenployment. Officials are grappling with related problems such as emall
national marketc and the scarcity of indigencus managerial, entrepreneurial and
technical skills. There is a general desire to improve the terms under which
new projecta are established, and to increase the degree of African self-reliance
with respact to management and enirepremeuriesl activities.

2. Analyste have studied the problems of Afrivan industrialization in depth.
Policy proposals have been submitted to African industrialigzation officiale for.
their conaideration. African officiale have hammered out and adopted industrial
development strategy etatements on national, multinational, and continental levels.
This report seeks to build upon the foundation thus established by suggesting
practical measurss to translate the policies into action. The action foous

of the suggestions is a broad operational concept of "invesiment promotion".

3. " "Operational Cuidelines" is designed to allow interested African officials
to make use of selected results nf ECA's operational programme of industrial .
development assistance. The mammal is arranged in threa -main sections as
follows:

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

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

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

N.B. Although reascnable 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 propcsed for
adoption by governmente and organiszations in Africa. Their reproduction does

not imply acceptance or approval of the proposales by the govermnments or erganisa~
tiona concerned.
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OFERATIONAL QUIDELINES

4. This section contains pregmatioc guidelines for use in dealing with a mumber
of the issues which require resolution in the developmant of effective investment
promction machinery. These “operational guidelines" are based upon two years of
exploratory missions and direo’ teohnionl sssistance asssigmments spanning a score
of African countrieam.

5. Although a short vbservation time in abwoluts terms, two years represens

a large fraction of the life of moet ‘natltutionn dealing with Africar industrial-
ization. The process of institulional development has entered an exiremely
dynamic phase. A quantitative indication of thir dynamise is the curresnt rapid
growth in the number of organisaticns devoted to, and in the quantity of rescurces
applied to, the acceleration of isdustrialisation. Thie is a most impressive and
encouraging trend.

6, 'In many countries it is too early %o 2eé wuch iesult; the staffs are

and unseasonsd (individually and ar a team). Often & significant fraction of the
staff seems 4o be abroad aitending training courses. There is turnover, tooj
thess young potential exeoutivas are much sought after. And many well paying
Jjobe in development organications are unfilled because there are not enough
qualified candidates at any price. BEut skilled cadres are gradually being
established. In five yemrs of lcac the woll managed groups will be formidable.

7+« Bome countries, unfortunstely, have lagged in beginning the painful proocess.
So there is a great contlming need for assistance in establishing new
institutions and an even greater need for helping those which exist to foous their
activities in produ~tive ways. (Ii is toc easy %o find people doing uneesential
work and disinterssted becauss they k-ow it csbnet have any real results.)
Importantly, the "sbsorptiwe caracit»* for assistance hae greatly inoreased with
the expansion of the institutioral systems. And becauss the institutions and
their tasks are becoming more unphinticd.i-ud the minlmum quality level of techndesal
aspistance whioh can bo cilective has aloo risen mariedly.

8. Since there in great diversity among ECA's 41 member States, it is ecsy to
find exceptions to the applicability of almest any presorintion. Nevertheleas,
thare are centrel concapias that have chown themsslves to be useful over and over
again. It is these prinoipies which ars dascribed in tnie section. The guideline:
are intended to assist offigials in vlamnirg, developing and coordinating thelir
own institutions. The occuntry surveyz and illustrative casss in sectiona 2 and 3
provide additional hckgﬁmad epd further detail for more intemaive oconsideration
or reference, as needed.

y It will be wean from the cases in occlion 3 that ECA has begun to frame
its follow-up techniocal aasistunce missions to apply the oporational guidelines
direotly in ite fiold work with governnents and organisations.
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INVESTMENT PROMOTION OBJECTIVES AND FUNCTIONS

Investment Promction and the Operaticmal Mrﬂigﬁnn System (o18)

9. To use this repcrt the reader needs t» understand what ECA meana hy
investment premotion. In fact, i. is occasionally asserted that promotion per se
is unimportant; that, for sxample, "If you have wall prepared projects, inveaiors
will seek them out; promotion is no' necessary." ECA agrees that a narrowly
definad promotion activity may be useless or worse unlesm it is part of an
overall system of interrelated activities and institutions. ECA definea invest—
ment promation as a hroad stimlating and coordinating task which aims fo
mobilize all elemsnte necessary to achieve practical imvestment results. A
suitable statement of cbjeotive might be: "to promote the acceleration of
industrial development on favourable terms and in guantities and types consistent
with the national (or regional) development plan,"

10. What are the"necessary elements” which investment promection seeks to
stimlate and coordinate? And vhat is the oversll system referred t7 above?
The system is the "operational industrialization system® (0IS). The 015 ia
described here, and its elements are listed, to indica%te the potential seccps and
asafulness of an effective investment promotirn institutien.

11. OIS is definec as "the group ¢f interrelated functions and institutions
which sot together to achieve practical results in the industrial development
field." Exhibit 1 lists functions which may be oconsidered to be part of the QIS.
The functions are divided for oonvenience intn four broad groups: Industrial
Plamning and Programming, Project Jdentification and Preparation, Project
Promotion and Implementation, and Inetitutions and Rescurces.

12, Exhibit 1 does not sddress the institutional dimension of the CIS, It may
be enough for this introduction to note that in most countries a number of
inetitutions share responsibility for the funotions. Often a single function
is carried out jointly (with varying degrees of coordination, cooperation, and
efficiency) by several organizations. The maln point to be made here ia that
the OIS framework provides a simple, convenient, and potentially powerful
anslytical tool for use in devising, evaluating, and strengthening institutional
and programmatic arrangements for accelerating industrial developoent.

Need to Embrace Exports Broadens Programme

13. It is becoming widely accepted that ar industrialization strategy must
enconpass cne or more forms of production for export to supplement or complement
the sispler import substitution pclicy. The strategzy may include intre-African
trade and common market arransements, as well as erira-African trade; entrepft
schemes and processing of traditional raw material exports are equally %o be
considered. This hiastorically crucial shift in the direction and psoope of
industrialization should be warmly embraced because it multiplies the mumber of
viable project opportunities. But at the same time it introduces major
complications: ite implications comcerning technology, quality, cost and marketing
ekilla are immense.
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Bxhibit 1
ﬂ OPERATTONAL IW’I‘IE‘ STSTEM

S — e s me

Ilustrative Punctional Amalysis (ﬂnuntnr Lm-l}

1) trisl and i -
Strategies and Tulicies

Surveys

Incentives and Climate
Regulations ,

Industrial Development Flan
Objectives and Priorities
Targets (e.g. export growth, proportion of local ulpitl.l}

2) y4eat Identification and ion

Identification of Opportunities

Data Collection and Analyeis (Market, technical, managerial, *
finanoial, and politioal)

Prefeasibility Studies

Feasibility Studies

Project Description

Project Fackaging

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

LbAivit

3) Project Promotion and Implementation

Inyestors' Guides

ldentification of Prospective Investors (including
techmological and managerial inputs)

Attracting Prospective Investors

Promotional Campaigns and Literature

Overseas Representation

Bvaluation of Investment Proposals

Negotiations .
Asgistance tc Investors

Financing

Consulting (e.g. Fost-investment follow up)

4) Institutions and Resources

Institutions

Technical ari Financial Assistance

Manpower and Training

Relationshipe (Internal and External)

Coordination with Other Countries .
Progress Monitoring and Svaluation

trT 110
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W, tie iovestspert promotion imstitution needs to Do structured,
y and staffec for the ccaplex mission of implementing the broadsr, mere

sophisticated strategr.

15. The possibility of cosbinirg investaert and axport dewvelojment opsrations
in cne institution may be comidered, logic muggests that opamational bemefita
wuld e rreat, tut the present specialization of govermesent sinisterial
departsents and technical szssistance agencies may effectively tleck such a move
for nov. Fremature attespie o combioe ihe fumotion ocould reslt im jurisdio-
tiomal and "jAeclcegical” disjutes that threaten disrurticn. Ia any evest, a2 a
minimun, the investment promoticn institution will want fo ensure that ite
programpe amd that of the export jromotion agency are coordinsted, becsuse the
opportunity for mtual reinforcepent is an imporiant scurce of "lsverage™.

Funoti of ths tion itution

16, A representative limting, not necessarily complete, of functiors vhich may
be performed by the institution ie the following:

1) Qellect and divesminate informaticn (data on domestio and export
sarketsn, sources of financing, ooets, regulations, incentives,
PABOUr0es ) §

2) Identify and dafine m}totl—/[diwniﬂuticn and expansion of
industry and trade, both national and multinational);

3} Evaluate prn;llurtl-/;

4) Premare appropriate promotional literature, including project
brochures ;

5) Locate prospective investors/partners (local and abroad) for
fesired projectis and lodustry segmenmts; astablish direct contact;

) Assist prospective investors (answers, apjointments, anslytical
and consulting services);

7) Represent jrospective inmvestors (to assist in coapletion of
Goversmext formalitiesa);

) Assist witk integraticn of Rinistries, Agencies and/or
Governmentz concerngd to further investment rroaction
resulte;

It is pot contemplated at this time t2at tbe investment promotion
ifution would permally prepare detailed feasibility studies or detailsd

technical evaluations of projects. See "ihat T To dbout The Skill Cap® (page 8).
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9) Represent the Coveriwont in laitial negotiations with prospective
investore; negotiats project plane and inveetment agreements
consistent with Government policies and national interestj

10) Adminieter investment (and trade) incentives within policies
establisked by the Government;

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

12) Define and advocate changes in or additions to existing
policies and legislation to izprove investment climate
(e.g. investment and sxvort M"ﬂil“ﬂ}l

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

14) Provide economical overseaes reprasentation.

17. 1In the beginning of tho agenoy‘s life the staff will probably be iLoo
limited to undertake more than a few of <ths sbove functions. Top initial
priority will be tu imploment one or more projects (See "How to Begin an

IP Prograsme™.) It is probebly sound policy %o concentrate initially on a
limited mumber of specific projeot oprortunities and to foous on establishing
a "track record" of successful promotion as quickly as possible.

HOW TO BEGIN /ND SUSTATW INVESTMENT FROMOTION
How to Begin un IP Programne

18. If officials wish to begin e rew investment promotion ocampaign or re—
invigorate & lagging progremme. two factors are critical for ensuring success.

One is a source of prowarful suphort, nsually within the Oovernment. The other

is a maclous of expertis=. The mcnt important expertise is entreprensurial; the
abllity to see opperiunitise for combiulng aveilable resourcea to produce results.
Both skill and drive ara needed - idoally a quiet and persistent pragmatisa backed
by solid business and manegenant experience and guided by a single-minded
objective of obtaining investmen! results on favourable terms. These two factors
are probably enough %o allow the develojwent of & self-sustaining programme to
strengthen and stimulats ths operational industrialisation system.

19. It is frequently stressed that operaticnal and financial independence are
aleo essential for socess of & promotion agenoy, and they are certainly ideals -
at least from the point of view of the investment propotion programme. Hut
independence is relative. £ total independence is insisted upon as an absoclute
requirement before work orn bo cotamied, damaging conflicts and delaying
maneuvers may be the princips] results. The specific objectives, strategy,
tactics and timing of a caspaign for suvonomy will require careful planning.
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20. To repeat, a source of high level support and a mucleus of expertise are
the basic requirements for success., Examples of detailed proposals and of
various refinements are offered in the cases. THut given access to the two
essentials, a good working principle would be willingness to "begin emall™ in
the interests of rapid payoff and to expand scope and size gradually.

Programme Goals and Priorities

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

be modified, if necessary, in light of the ewvaluation.

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 '"projeot gemeration

task force™ to begin filling the pipeline.

Availability of Suitable Projects

23. Development finance institutions in industrialigzed 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 projecte
and of management teams which can command investor confidence. Yet in most
countries surveys and sectoral studies have turned up numerous project
opportunities over the years. Bat undeniably the pace and sureneas 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 partiocular case, the study needs updating. Froject costs are then found to
have escalated, technology and market tastes may have changed. Sadly, the
original study investment wae largely wasted, even though the kernel of the
project idea satill has positive merit.

. 24. The backlog of such unexploited project ideas is eignificant in many
countries., It may represent a source of relatively quick payoff for the
beginning of a systematic investment promotion campaign. Of course, one of the
main strategies of an investment promotion agency is to ensure timely follow-up
to exploit study results. The mechanism may be direct aoction or stimulating

& development finance institution to lead the process toward implementation.

Tha ﬂnu of fbretgg Technical Assistance Experts

25. As mentioned frequently elsewhere, there ie an almost universal scarcity of
African experts in technical, managerial, and entreprensurial fields. To compound
this difficulty, the catalytic functions of an investment promotion agency
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require a blending of skills and experlence that can usually be found in
sufficient numbers only in industrialised countries. Therefore, to the extent
compatible with basic mational poliocies, it iz 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 to Do About the Skill Gap

26. It is often heard that more good projects could be prepared and promoted

in Africa if only encugh specialised technical peopls could be made available.
This statement iw sometimes accompanied by propoeals to establish siseable
technical departments comprising sectoral and sub-sectoral specialists who would
prepare the needed surveys and projects.

27. Unfortunately, obeservation indicates that the probability of recruiting
specialiszed technical staff competent to do detailed project preparation as
full-time employees of a techniocsl assistance agency or of an African
industrialisation institution is unacceptably low. Many projecis prepared at
great cost in Yime and money by staff sxperts fail to win acceptancy at all or
miet later be completely re-done. It has simply not been shown practical to
raly heavily upon this methed.

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

1) Accept the virtual certainty that specialists will remain in short
supply in Africa throughout this decade., Design 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 outeide: to brief them on local conditions;
to squeesze the maximum o7 practical benafits from their work.

4) Adopt the technique of frequently defining projects only 4o an early
feasibility level before identifying prospective project partnara

technioal, managerial, marketing, as well as financial). Shift the
principal bturden of detailed project development to the interested
participants, while you maintain control by monitoring and evaluating.
Technical assistance agencies can be used to support this process.
The probadility of implsmentation payoff for each dollar spent is much
higher than through producing feasibility studies for a "stockpile".
Ard the elapsed time to project implementation is likely to be much
shorter.

=2
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Overseas Repres E‘h_ﬂium *rhag?

29. It is plainly evident that the esatablismbment of overseas offices to repre-
pent the promotion agency must be timed so that the rest of the system ic 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 uncomplimentary reputation will be difficult to erase. :

30. 1In general it is a good estimate that a year or two of preparatory work,
8.8« project preparation, adjustment of inocentives, and training of siaff, will
be required before the firet overseas office can be justified. Interim
substitutes can carry out specific limited miesions quite adecuately,

MAJOR SUPPOCRTING ACTIVITIES
the Multi-ssctoral ts of an astment Cam

31. Although investment promotion agencies are commonly spoasored bty ministries
of industry, an investment development campaign in Africa inevitably depénds
heavily upon, and bas interrelationshipe with, development programmes in
agriculture, commerce, and transport, as well as the overall national planning
ayntem. There are aleo foreign affairs implications via axternal trade and
multinational project considerations,

32. PFor the investment campaign to realise its full potential, there must be
conscious coordination with these other efforts. Thus it i# necessary at leant
to monitor development in the related fields. This is nlain common sense; for
example, a change in a road construciion schedule coulc delay access to marketa
or raw materials nceded for key industrial projectu.

33. In a relatively comprehensive programme the agency may go further than
monitoring. It may submit recommendations to ministries and othsr organisationa
regarding priorities, and recommend procedural changes to improve the climate
for new investment. Case mumber two describes such a programming activiiy in
the oontext of a mational export development and investment campaign.

£ izine the ect roval Process

34. MNowt industrialization officlals can cite at least one project which won
approval less through markei and feasibility analysie than through the
perfuasivencss of a machinery salesman, Possibly the volume potentisl or the
processing methods are inadequate and the project is condemned to be a "white
elephant", Olearly, checks and balances are useful to guard againet similar
probiess. But in some countries, repsated unsuccessful projects have led to
over-reaction and resulted in near paralysis: any more new projects will have
to undergo rigorous examination Yy mumercus agencies and commitiees, mach of
which has an effective veto. The whole process may appear so threatening and
time ocnmuming to a prospective investor that be will refuse to ‘ry, unloess
direct, nractical mesistance is offered.
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35, Here is a situation where the promotion agency may stimulate investor
interest by easing the spproval path for him. The agency can also be a prime
mover in attempting to simplify the procedures and move toward a necessary .
minimum mumber of approval steps,

"Incentives"

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

37. DNo doubt the morality and practical value of such extensive and expensive
measures will be debated for a long time, Dut there is a lese publisized kind
of incentive which can be used by many African states to improve their
attractivenees in the investment competition without amy cost. This is tho
general incentive area called "ease of doing business." If a state's rating
ie known to be low, thé fact becomes o potentially crippling dis-incemtive 1o
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? Wwhat
effect doeo 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 sutomatiocally learm about
such cumulatively serious problems, if they exist; and it will have ‘the facts
with which to present a case for escing any non-essential restrictions.

rt for the Investmant Promotion amme

39+ It has been stated that one essential for successful invesiment promotion
is a pource of effective high level support within the govermment. It maey also
be emphasigzed that understanding and enthusizam for the programme among a cross
gection 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 hoard of directors for the promotion agensy. Ancther is
to create a large, broadly-based advisory council. The council should bring
together private, parastatal, and government interests to speed communications,
consultation and coordinaticn concerning goals and means,
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41. The need for rationalizations of industrial development programmes among
groups of African states has never been greater; and apparent opportumities Jor
co=operative projects have been pointed out in considerable mumbers. Yet all
evidence points to contimued severe prodlems — especially imstitutional and
political problems -~ in the way of co-operative irdustrialiszation progress. News
media frequently report favourable policy statements Ly nrominent national
officials and constructive initiatives ly the secretariats of African econcmic
co-operation organizations. But the sought-after phyeical fruite of the policies
and initiatives have been elusive during a disaopoirniing decade of repeated
efforts.

42. Investment Promotion ugencies 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 mational demand patterns. The agencies'
most effective role may be to stimulate govermment efficials to adopt pragmatic
new approaches to the nagging problems of allocation and implementation. Cases
oix; seven and eight desoribe programmees designed to overcome the main obatacles
encountered in recenmt unsuccessful effortso.

SURVEY OF THE INVESTMENT FROMOTTON SITUATION IN SFLECTED AFRICAN COUNTRIES

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

Moot Africs Central Aflice East Africe Southern Africe
Nigeria Faire Ethiopia Botewans

Chana Congo (P.R.) Keryn Lesotho

Ivory Coast Uganda Swaziland
Lideria Tanpania

Sierra Leone Zasbia

Senegal Malawi
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NIGERIA

44. The Second Mational Development FPlan, 1370-1974, deals rather comprehensively
with plane for industrial development. The Federal Govermment vlans to spend
about £40 million on capascity expansicn during the plan period and the state
governments expect to spend scmewhat more. A mumber of major industrial projects
are represented in the plan, including a paper plant, a chemical complex,
fertilisere, an integrated iron and steel complex, automobile ameeudly, a second
oil refinery, seversl agricultural processing plants,and expaneion of the fishing
and shrimping industiry.

45. 'The Covermment will participate to the extent of 55 per cent in four major
fields (iron and steel, petroleum chemicals, fertilisers, and petroleum products),
A 35 per cent share (combined state and federal govermments and local private
indigenous ownership) is planned for plantations, food industries, forest product
industries and tmilding materials and construction.

46. The Federal Ministry of Imdustry operates an investment centre which is
primarily concerned with the private sector. The centre was started in 1966
with US asmsistance, but ite development was delayed by the wer. Currently,

there are about fiftean profeesionals, including engireers and accountants, on
the staff. They do some prefessibility studise, receive angquiriea from
preapective investors, provide information including the forms requirz2 to obtain
government approvals, and maintain a registry of opportunities and prospective
inveators.

47. The centre relies un commsrclial officers in embassiss overseas for i%s
foreign representation, It is planned tc expand the centre's operations,
including the sstablishment of overseas offices.

48, The Ministry aleo has oreatad, or is about to oreate, an Industrial
Development Conmultancy Service in conjunotion with the Nigerian Institute of
Socisl and Economic Research (FISER). Some £300,000 is sllocated for the service
over the next several years. There is a plan to develop a Nigerian Centre for
Management Development with United Nations (UNDP/ILO) assistance. A request o
UNDP for implementing the first phase of its establishment has been drafted by
consul tants. The programme of the centre differs considerably from the traditioma.
ttern. It will have a planning and research division, a technical assistance
vision, and consultancy services division. The part which is innovative is
the technical assistance division. Instead of organizing a programme of courses
on ite 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 executing organizations.

49. There is at present no comprehensive management development programme in
Nigeria, although & number of institutioms, including the Ford Foundation, the
Contimied BEducation Centre of lagos “Iniversity, and the Nigerian Institute of
Management, have provided courses from time to time.



E/CN.14/1Mm /200
Fage 13

50. The development plan identifies the following basic strategy for the
mmufacturing sector;

- The limits of import subetitution have not been approached;

= It is desired to maximize the value added, not just the range
of goods, through exploiting posesible linkagesj

= Thus there will be emphasis on intermediate and capital goods
this bteckwards integration is appropriate since currently
por cent of production is for fimal consumption).

51. In June of this year (1971), s long list of businssses was reserved
sxolusively for Nigerians. The list included retail trade, road haulage, and
cinemas. At the same time additional businesses, including many mamufacturing
sectors, such as paper conversion and samsufaciure of biocycles, were required
to have at least 40 per cent indigencur equity participation if the "fixed
capital" is under £200,000.

52. It seeme appropriate to consider the Nigerian industrialization institutions
a8 relatively eelf-pufficient, since the economy is expanding rapidly and
resources of the inetitutions mre being sugmented substantially. It will be
very desirable to keep in close touch with the Investment Centre and with the
projected COentre for Managemsnt Development to obsearve their development as
poseible models for adaptation elesewhere.

53. Ohana's Capital Investment Foard (CIB) was formed in asccordance with the
Capital Investment Act of 1963. Tts board includes both government and private
members. CIE is the govermment's investment promcotion agency; it operates the
Ohana Investment Centre in Accre and o branch office in Frankfurt, Cersany.
There are plans to establish a New York office, and possibly others. The
professicnal staff includes 10 ecomomists, engineers, and acocuntants; 14 more .
are planned. CTB administers the investsent incentive laws.

54. Some progress has been made in attempting to siaplify and centrslise the
administretive requirements for an investor. AS of thio year, there ie A single
form to satiafy the requirements of the Dank of Ghama (foreign exchange ), the
Ninistry of Trade, Industry and the CIB (fiscal incentives). CIB distributes
copies of the completed papers to the neceasary agencies.

55. The National Investsent Bank, established in 196}, had & total investaent
of 14 M ¥C at the end of 1968. The Development Service Institute (ISI), &
divieion of NIB, provides consulting service to Ghanaian businessmen as well
as carrying out the preparation of project feasibility studies and evaluation
of project proposals for the Pank. DST has twonty professionals on ite staff,

56. 'The Chana Industrial Holding Corporation (GIBOC) was set up in 1968 to take
over twaenty state enterprises, most of whioch were in severe financial trouble.
There are now 18 subeidiaries with 26 factories. The original value (cost) of
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the asseis was 53.9 N NC, but {this ie in the process of being re-valuod dowmward.
A UNIDO (SF) project of sasiotance te GIHCC has been in place for a mmber of
yeara. Ite original mission was a "rescun" eperation, aimed largely at
establishing financial conirol. As of the end of 1970, most nf the remaining
enterprises had al least heen enablad %o break sven. The project now includss
only two professionals af headruarters, twelve individual UN specialiszed sxperts
in the divisions, and a mumber of short-term oconsultanta (30 this year),

57- For the UNDP sountry progreamme heginning 1| January 1972 the UNIDO project
epphasis will changes. There will be a lung rango panagement treining scheme for
150 top and middle pansgament pe=ople worth about 50,000 NC per year (administra-
tion only) and the remainder of the projeot will provide a team of industrisl
engineers to deal with the implementation of a mechanical industries complex
including a workshop o make equipment and to provide maintenance serviges for
the other Industries. '

58. (OIHOC is negotiating with the British govermment to provide esome type of
Industrial Management (consulting) Service. Thers is a tactical problem, since
the board does not want a strong centrsl headquarters for GIRCC, and a central
consulting service ocould be seen as a means of exercising central control. (In
fact, individusl companies are now being spun off from GIHOC when their financial
and sanageriil strength permits.) Henmcs the treining scheme and the pansgement
services activities may be orginized as separate divieions within the CTIHOC
complex, rather than as elements of the central headgquarters.

59. 'The ILD project of assistance 1o the Management Developmpent and Productivity
Institute has mostly concentrated on mansgemert development through ths presentaw
tion of short courses. The Fhase ] project will switch its emphasis to in-plant
consultancy, with five broad-gsuzed experts.

60. On the subject of co~operatiom between Chana and the Entente countries ons
offioial expressed the view that it was necessary to "get cur own industries
oparating properly firet", while others indicated that & strong desire exists at
top goveroment levels to make practical progrese in co—opsratlon; e.g., inveolving
trade of mamfactured goods.

61. Chana's current drive to atiract new incusiries, largely relying on outside
private investment, io quite new. The profesasional reaources being dedicated to
the campaign, and the ovident cnthuniasm arv gponslderabls. The thrust is offeet,
in the view of some cheervers, hy recent moves towerd Chanianization and alien
expuleion, and Yy the persistent furelgn exchange difficulties, as u??.ifiuﬁ
by & current 25 per cent tax on certair foreign exchange tramsactions,

IVORY COAST

62, There is obviocusely a high level of all kinde of economie development arcund
Abidjan, It is plein that Prench advisers and busipessmen play a majer rele in
the development activity. There ias r UNIDO project of assistance to the Burean
of Industrial Development (BID) of the Plamning Ministry. The project manager
has beon in place for m y2ar, but has oo far been able 1o recruit only one of
five international experts provided for im the project. Broesides the UNIDO team,

3/ Thie was before the rocent currency devaluation,
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the BID hae foreign staff members from Oemmany, France and Italy. There are
sany projects in the promotion stage and songy for investments is po problem.
There is an effort under way to concentrate om export industries for Buropean
markets, [wo existing exanples sre & Sata choe plant and a confestionery.

63. There iz a serious lack of Ivoiriens with fechmical or businese traiving.
Norecver the UNIDO project has sc far been unable to find people %o send
overseas fo>r the fallowships provided in the project., No businesa school yet
exists at the university, but ar advanced sanagement schocl is 10 begin
opsrations arcund the end of this year. A rumber of local industries rum Uy
Ivoiriens (e.g. a brickworks, a surgical dressinge plant and foundry) are
financially viable becanse of protectiom, tut could benefit subetantially from
industrial comsul ting assistance, if it were really availablae,

LIERIA

64. Liberia‘'s ODP is approximately %400 million. Foreign aid has been running
at about £20 million, but has recently beea more or less completely offset hy
debt mervioing, including voluntary repaymentn., With exports (primarily iron
ore and rubber) at about 200 million, there was & trade surplus ia 1969 of
more than $80 million,

6%, An industrial park “ae begun, It presently (1971) coutaine an oil refinery,
a shoe and robber plant, and a plastic products enterprise; a confectionery
plant and & match factory are under construction. UNIDO/UNDP has been requested
to provide $1.9 million for further development of the park. The Liberian
Developmen: Corporation 18 closely attached to the Departmsnt of Commerce and
Industry. Mo~h of the work of ite canable staff is dev-ted to performing
project analysea for the Devartment. Hence a limited mouat of nev projects
preparation and promotion has been possible to date. The Departmest has a brand
new Secretery, who may be expacted to estadlish nev directions ar ke develops

hie programme.

6. The Liberian Bank for Industrial Development and investment was sctablished
in 1969, It is cmpowered to lend funde, tc purchase comvertible debentures and
%0 take equity participation. As ef the end of 1970, ive portfolioc conmimted
of loane and totalled less than $2 million of which 240,000 was .
clasaified as industrial. Uncommitted funds than totalled about 1.8 millionm,
of which nearly 90 per cent were in Deutscimarcs. The PBank's President was .
absent on & nigeion fo negotiate additiopal lines of credit with IHRD and ADB,

67. The priscipal agency for the enccuragement of industrial development in
Sierra Leone is the Ministry of Trade and Industry, which is very active in
administering locentive provisions and dispensing information to prospective
invewtors. Negotiations have been nearly completed (Ssptember 1971) with UNIDO
for the provision of a short-term industrial programming mission to be followed
by missione to develop specifioc industrial project proposais.
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A8, The Agriculture ard Fatural Rescurces Ninistry has a number nI agro=
industrial project possibilities for which the groundwork has been done, but
whose follow-up implementation seems to be lagging. ( lent oil palm,
copra, animal huebandry end abtaitoirs, a oitrus plantation).

69. There is a UNDP Special Purd project which operates a plamning unit
sttached to the Minietry of Development. Unforsunately, the origanal project
chief died before taking over his duties., The Indusiry axpert for the project
then became the project chief, lesaving industry uncovered. Now, after a year,
he will shortly leave the project for personal reasors, Nevertheless, it is
hoped that the UNIDO nission will work wery closely with the planning unit to
ensure that their werk takes into account poseible linkages betwesn industry
and agrioulture, for sxample. The timing for such a mis#icon is opportune;
both industry and development officiale are ssger to caplitalise on the
enthueiasm which now existe for irdustrial development at all levels of the

g£overment.

70. The Minister of Trade and Industry expressed his interest in and support
for the proposal to establioch the African Investmeni Centre and to support it
with joint umnjm resourcea. It was also stated that BCA mseistance might
be sought in later stages of negotistions which were recently begun between
Sierra Leone and Liberia concerning joint development activities in such fields
as trade and industry.

SENEGAL

Ti. There is a UNIDO field adviser in Dakar who covers "Nortlweast Africa™:
Mauritania, Sénégal, Oasbie, Ouinea, and Mali, SONEPT (Bociété Nationale d'Etudes
ot de Promotion Industrielle) also has several UNIDO experis under a modest
Special Pund project (£0.5 million for three years). SONEPI appears to be
managed very profesalomally and with a certain flair. It is a cantre for
encouragement of and assiitance tn Sevegalene business. It wes iraugurated

in 1969 and has been very antive in preparing general stulies and speoific
project brochures, in finencing some small indusiries (e.g. printing, baking,
confectionery, bottles, & cinems, woodworking), and is providing training and
consulting services.

T2+ Induetrial development in Zaire appears to have entered a self regenerating
stage. Projections (mid-1971) indicated a planned expansien in industrial
output of only 5 per cent a year with gredual incrcases in the rate, through
1975. But a brief analyeis of projects approved ifor investment during 1970
indicates, even allowing for slippage ard some "drop-ouis”, that a more likely
eatimate of the current rete would be betwean 10 and 20 per cent! :
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73. Industrial development appears tc be im privaie hands, with the
functioning principally in a regulatory role. A UNIDO project has supplisd
saveral expertc tc amaly=e prejects submitted for incentive grents. The UNDP
fiveyear country programme to be approved at the beginming of 1977 included
about $2¥ million worth of technical assistance to industrial development.
The proposed projecte imelude: an industrial estate, develcpment of the con-
struction materiale industry, -eniral repalr and saintenance of industrial
equipment, industrial standardization and quality control, ssaistance %o the
Central African Indueotrial Research Centre, oonsultancy service for mamagement
training for small-ecele industry, promotion of Congoless irdustry, a study

of the prospecte for further dsvelopment of the copper industry, ard a bread
study of the statue and future of injustrialization. There iz alec a contimuation
of the project evaluation services conneciad with the administration c¢f irvest—

ment inocentives.

PEOPLE'S REPUBLIC OF THE CONGO

74. Congo has a sizeable UN project of ascistance to the state enterprises
(3 yeare, $1.) million), This is an JLO project. The project manager has
been in place for six menths (September 1971); +two experts are in place now
and there will eventually be 10, including: _

financial (2)
industrial economist
sarketing (2)
organisation
saintenance
logistics

hotel ransgesont
transportation

The preject will concentrate 1te attentiom on 14 of 40 or so existing enterprisea.

75. A related project being established Yy the UN Office of Technical Cooperation
(01C) from New York is one of assistance to the Matiomal Imstitute of Admiristr-
ation, This school has sections dealing with public adninistration, mansgememt
of erterprises, and with economice and plamning. Jt is intended %o 4train sowe
1,500 people during the next five years, although the actual seed is estimated
to be closer to 4, . One concerm of the institute is to increase the lewvel
of understarding between the administrative officials of the goverrment and the
executives of the snterprises.

As one indication of the need for management training, it was estimated

that some 60 per oent of the managerial cadres of the state snterprises are
pow foreigners, (However, a large textile nill rear Brazsaville which seemed
to be upn)-utin; very near full capacity was said to have only two (Chinese)
advisers,
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76. The potential for mutusl reinfoscement beiween these two prujects was
discussed, and it was agreed that close co-operation could increase the
effectiveness of each. For example, ly providing on—the-job training to
exscutives in the form of comsulting services, the performance of a state
enterprise could be improved, while at ths same time, it would be poesible to
gather case study material for the use of students in the Imstitute.

77. The technical co-operation officials of the govermment were very smoh
interested in the possibilities of obtaining zesistance from the propesed ECA
African Investment Cenire. It was pointed out that the type of mission just
completed in Brazzaville Wy two ECA experis tc 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 Dbe
great need to move ahead with various kinds of partnership arrangements in the
industrial field although the necessary experience and resources to sstablish
such arrangenents are presently in criticzlly short supply.

FTHIOPTA

T8. A number of agencies share responaibilities in the field of industrial
development and promction. The Miniairy of Commerce, Industry and Tourism hae
concentrated on regulation, statistics, and policy matters, including industrial
development incentives. The Plasning Commission, attached to the Prime
Minister's office hae alsc been active in matters of strategy and has proposed
certain project development procedqures, including the establishment of an
interministerial commitlee to consider each proposed project. A five-man team
fron the Harvard Development Assistance Service is assisting the Planning
Commission.

79« The Technical Agency, attached %o the Planning Commission, has acted am
an ad hoc project preparstion and evaluation group. An interministerial
Investment Committee exercises sta*ntory aspproval powers with respect to
requests for incentives under the investment eode.

80. 2 new touriem and hotels corporailon and an agricultural and industrial
development bank (AIDB) ares becoming iully operational, Additional parastatal
operations are the Coffee Doard, the Livestock and Meat Board, and the Fatiomal
Resources Developmeni Share Company.

B81. Over the years rumerous sectoral and project studies have been financed
by bilateral and multilateral mevictance eourcen, or performed bty the Technical
Agency. The rate of project implementation has been disappointing. It has
beer observed that since Fthiopia's natural resourcec are outstanding in many
respects, some kind of institutional arrangements might need to be made to act
as & catalytic agent to help mpeed up the development proccos and to try to
improve the terme on whioch new projectz are catablished.
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82, Presently industrial promotion activities are moving ahead on several
fronts. A revisior and further liberaligation of the Investment Code i& in
progress, AIDB has initiated an informal industrial programming activity to
identify "high poten " projects. With some assistance from FCA 1t is under-
taking = campaign to attract investor intereet in epecific projeot opportunities.
The Miristry of Commerce, Industry and Tourism has comoeived a national export
development and investmernt campaign and has requested nosistance 10 initiate

an export promoiion and investment centre within the Ministry. Initial proposales
woere being evaluated during the second quarter of 1972,

KENYA

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

84. A UNIDO/UNDF Special Fund project, the Industrial Survey and Promotion

Centre, has been established within the Minietry of Commerce and Industry. Ite
authorized etrength is fourteen professionals including seven internationally
recruited experts. As of early 1972 it was functioning actively, although a

mumber ¢f the posts, partiocularly those of the counterpart experts, remain unfilled.

85. Until now moet of the initiatives for new industrial projecte in Kenmya has
been in the private sector (The Broderick Falls pulp and paper project was an
exception), There are signa of inoreasing goverrment efforte to further stimulate
and to conatructively channel the comtimuing industrial development.

B6. One example of such initiatives ie the creation of the Centre moted above.
Another is Kenya's continmuing participation in UNIDO/BEC./ADB-sponsored all-
Afrioa project promotion meetings, In feoi Konya hosted one such session which
was held in Nairobi at the end of 1970. A third indication is the fact that an
T1O0-led UN team was recently brought to Kerya to propose comprehensive schemes
to increase Kemyan employment opportunities,

87. The World Bank has suggested a reorganimation of the Kemya Industrial and
Commercial Development Corporation. The present organisation devotes most of ite
atteniion to commerce. One recommendation wam the establishment of a epecialised
industrial development department.

UGANDA

88, In Uganda the Uganda Developmeni Corporation has been the principal
industrial development agency. I%s efforts have recently been supplemented by
the Bast African Development Bank, which is headmquartered in Kampala.

89. In 1970 there was a wide-spread impression of uncertainiy concerning the
future of industrialization in Upanda. Ths announced requirement for 60 per
cent govermment participation and goverrment policies concerning geographical
location of industries wers seen as specific hurdlea, The fact that Tansania
had made progress since its naticnalization movea three years earlier was oited
an evidence that foward motion would be regained, but a detailed new ipdustrial-
igation policy had yet to be evolved., Work on the industry section of the next
five=year plan was temporarily stalled for this reason,



0. More recently a series of positive actioss has Seen bDeguin. Tha oational-
ization decree has been rescinded for the mcst part; UDC is apparestly plq
to b subdivided into opecinlized holding companies (as in Tarsania):

s Uganda Development Bark {2 expected to be formed.

91. The mevly prepared UNDP countiry programme ccontalne an isdustirial prosotion
project. UDC is aleo receiving iscreasing UNTID assietance for {ts correst
cperations as well ao for further project Asvelopment,

92. A long planped industrial estate (s now ander construction asd the
Ninistry of Commerce and Industry has nade great progress in
comprebensive data tase and regirtry of erxisting and plammed industrial mm

TANZANTA

53. Tansania bas subdivided the National Developmort Corporation into a munber
of momewhat specialized hol companies. Theus inclule the National

cultural and Food Corporetion (NAFCO), the Tansania Touriem Corporatiom (T0¢)
and the Tansania Wood Industries Corporation (TWICO). Each has a new project
development responsibility as well as an operatiomal role. There im talk that
NDC will be further subdivided in the interests of stresalinirg operations

even more.

94  Another orgarnisation, the Tanganyika Development Finance Company is

owned jointly YWy NIC, the Commonweslth Development Corporation (CIC), and

German and Dutch Govermnment-related investment cospanies (0P0 and MM0). The
manager inm a former CIC execuiive. TDIC bdelieves it has a viable place in

the Tansania developmart system becnuse of {te broad orn‘acts among oversesas
inveators. The company hoo about )5 milliom shillings in investments. There
are sight executives incluling four ewpatriatee, A Project Consul tany
Tepartment conducts follew-up activities and funclions as » management assistance
“fire brigade™. Thare are presertly twe men in the department, and it {s going
to be cxparded.

$5. Recently, the medius ssd lozg~term portfolio of the commercial bank was
transferred t0 and becams the mucleus of & new develcpmest finance organization
called the Tansania Investment Bank. TIP becaze operatismal o 1971, lsheriting
38 loans and a large mmmber of applications, It (s intesded to "re-centralise"
some of the fipancial respeasibility vhich was Cisparsed by the ra~titicning of
NIX. It has a rcle im project approval and cperatiomal supervision. TIR s
not the scle source of project fands, since the parastataleo may re—invest their
intermally geserated funde. They may alsc recelve govermment tudgetary
allocations for capital investments, as well as cutsids fimsacing.
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96. Although the parastatals and TII discume 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 de accommodated.

97. Tanzania has an Industrial Studies and Development Centre (UNIDO/UNDP-SF)
attached to the Minietry of Commerce and Industry. Its staff comprises fifteen
professionals including seven expatriots and seven counterparts, moet of whom
are specialised experts, e.g. Tood technologlets, textile engineer. This
centre has been in existemce for a mumber of years. It carries projeote
through pre-investment studies and then "parastatal and private developers
take over".

98. Another Speoial Fund project, this time attached to Devplan, was beginning
in the second quarter of 1972, It is called an industrial strategy project
and 18 being performed under contract by the Harvard Development Assistance
Service. One objective apparently will be to aveid the kind of "mistakes" that

ponetimes ocourred in the past,

99: The NDC Development Division has undergone extensive personnel shifts,
It 48 in the process of beginning an organised industrial programming and
gelection system on ite own account. This is seen as a top priority activity
because NDC projecte compete for funding with those of other project sponsors.

100. Consumer price levele in Zambia appear (September 1970) higher than on the
coast. Part of the difference is ceused bty long transportation routes. (Jovero-
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 projecte, which have bean producins
about $1/2 billion amrually.

101. Through its control of the mines, the government enjoys a heavy flow of
revenue, much of which is available for capital projecte and industrial invest-
ments. An oil pipeline from Dar-as-Salaam to Ndola, the Dar-es-Salaam-Lusaka
railroad (1975 completion), a new fertilirer plant and a textile factory are
recent projects. An o0il refinery at the end of the pipeline is projected.

102, A multi-tiered complex of industrial and mining enterprises ocalled ZIMCO
(Zambian Industrial and Mining Corporation) manages etate interests in enter—
prisea in a broad range of fields — even including rural development. The
policy is that the state must participate ir all large and/or oritical 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 ie also to achieve practical self-
sufficiency within five yeare in those consumer products that can use local raw
materiale, The Mipietry of Trade and Industry is bumily analyming opportunities
for import substitution.
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104, Investment promotion im pursued primarily through writing to leading :
marufacturers whose goode snjoy strong import demand and inviting discussions.
There was interest in the kind of industrial programming and promotion projects
which Kenya and Tansania are embarking on. It was felt that trade commissioners
and commercial attaches are not a powerful enough overeeas investment promotion
tool., There was interest in any feasibible scheme io provide effective overseas
representation at reasonable post, The concept of an "Africa House™ in iniustrial -
iged cemtres was dispussed as one way (though posoibly imprectical) of pooling
resgurces to serve a mumber of countries economically.

105. Prospects for joining the East African Common Market are uncertain and

no action is expected scon. An ercellent analysis prepared by a professor at
the University of Zambia effectively presents prce and cons. Since Zambia's
income is already higher than those of Uganda and Tansania it appears that Zambia
would be expected to exercise a degree of "self-denial" on behalf of thoue two
countries. The question of currency devaluation also arises becauss of the high
internal price levels, Another complicating factor ie Zambia's strong and long-
standing drive for its own iron and steel industry and auto production, (Miat
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), ircreasing trads activity with Swagiland (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 hy Congo's desire to reduce trade with South Afriea). Zambia will
probably be selling sugar, radios, and bhlankets to Conmgo by the end of this year.

107. The drive for industrialiszation is assisted Ly aveilability of large hydiro-
electric power potential. The Kafue project (Yugoslavian miltlnul} and Kariba
North will put Zambia in a position to increase power axports to the Congo, at
least for a time.

MALAWI

108+ Malawi is very rich agriculturally but there are no known mineral rescurces
axcept a marginal bsuxite deposit. Industrial development has been relatively
slow and the machinery for promotion is not highly developed.

109« The Govermpent has encouraged irade ard imvestment relationships with
Rhodesia, South Africa and Mesambique "out of necessity”. In fact, development
of a new mational capital at Lilcpgwe is Yeéing financed 1y South Africa. The
degree of Africanigstion among key government peotu sppeoars relatively low.

This is said to result from a govermment pclicy of refusing to appoint Malawians
to the executive positions until there are "fully qualified candidates". There
is an incentive 40 develop additiomzl sources of government revemue to compensate
for phssing out of British budget oubsidies — going from £3.4 million (of

total 314 million budget) inm 1970 tc nothing in 1975.



110. Sisce breakup of the Federation of Rhodesia and Nyasaland in 1965 Malawi
has concentrated on import substitution — ghe even has a rudisentary radie
plant, But now there is a need for export oriented investment. Agro-industrial
projects are the matural channel. Pulp or plywoed, fish products, pineapple
carning are current prospects. Malawi has not had an industrial survey of the
type being performed by UNIDO teame. There was interest in such a project in
the ministry, which does not iteelf have a technical staff.

111, The Malawi Development Corperation may participate in a project in the
amount of 10 to 40 per cent but such participation is not mandatory. The
govermment policy is private enterprise. MIC has formed a Development Finance
Compary %o emphasize “"eesential™ areas where private investors may not be
interested, NIC projects are limited more by availability of staff and well-
defined projects than Yy availability of money.

112. One current private project is the production of tea chesta which were
formerly imported. Material for the chests is made hy "peeling" eucalyptus
loge from a plantation. The saving in foreign exchange is considerable, since
about 300,000 chestes a year (110 1bs. capacity each) are used.

113, There is, as in Zambia, no immedinte prospect for Malawi to participate

in a multinational investment centre. Officials were interested in the strategy
of 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 inveetment policy it -has
recently moved into commercial banking and petroleum marketing with Portuguese
financial backing. This, together with administrative decisions strongly

favouring rapid expansion of these new govermment-backed enterprises indicates
a possible shift in the future balance between private and public imvestment,

115. Before independence in 1966 the main industry in Botswana was the Botmana
Cold Storage Board (meat packing plant). Ry September 1970 plans were ready
to expand an industrial area at Caborone and to establish another at Prancistown.

118, Industrial development in Botewana has favourable prospects because of

mineral dmlo:—:y scheduled to begin large scale cperations during the nexi
two to four years. A current example of development arieing indirectly from

the mineral proepects is a $125,000 tire retreading plant which will cater to
the heavy equipment operators. -

5/ One of these, a diamond project, is very impressive. Two descriptions,
which muet be regarded as heareay, hint at the poseibilities for changing
Botewana's economy. One says that the kimberlite pipe in which the diamonds
(moatly 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 years may exceed £250 million.
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117. A Jotswana Developmen: Corporaiion (EIC) was formed early ia 1
sccelerste industrial development. Capital funds are being funnelled to the
Corperation threugh an overrilde on sugar isports from Rhodesia. This ssounts
%o about $700,000 per year. With imitial eapital of a aimilsr sscuat, BIC
estimates that it can partitipate in about 814 million werth of preojects ower
the next four years - at the rate of about six projects per year. This is
thought to be roughly thy mmber of ofportunities that the staff of four or

116, BDC has been granted considerable indeperderce and several of its
policien have been questionsd ty eome govermeent officlals: o

= lNo project less thaan K20,000 (826,000 US) will be considered.
The government, not BIC, should carry the burden of developing
Botswanan entreprensure and managers.

= Routine discussion of objectiives, plans, ard priorities with
govermment development ard plamning officers is mot anticipated.
HC will receive govermment policy direction through ite Board
of directors.

- BOC will "pot be involwed iz managesent.” To thiz end equity
ownerehip will pever axcoed 49 per cent and will average about
25 rer cent, In other words, “thers will be nc subeidiaries,

only associatel companies.”

113, Tha Miniwtry of Inductry, Trade, and Water A®fairs is severely andermanmed,
although there is general cgresment that the presept skeletal staff ig sf
extremely high caliber. An attempt im Deing made to e tablish and etaff an
"ecomomic umit" with a commerce expert and an industry expert. Presumably the
latter individual will conduct this Minlotry's day-to--day relationships with

EDC., A few expatriate staff poeitionn are filled through aid and/or go-operation
of the Overseas Development Institute and the British Board of Trade. TFord
Foundation will likely sponsor the head of the new econmomiocs unit.

120. The Ministry attaches a high priority to the development of truly indigenous
industriea, The desire iz to produce local mamagers and entreprencurs as cadres .
for future self-generaiing growth,

vesorac/ ' e
121. The need for industrial development in Lesotho 3ay be surmised fron the
following items:

= The value of imports is more than four times that of exports
Iﬂdﬂinluofiwtlmhm“h‘al_fthlﬂg:q_

§/ Based on & September 1970 visit.
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Approxisately oneo=half of the able-todied male labour force
resides outside tis country and worke in Scuth ifriean gold
mires and collieries. The turnover of this "exported” work
force is 100 per cent per year.

= The grasing land (stock raisirg is tho predomina=t econcmic
activity) is carrying twice is acancmical capacity,

= A goverrment owned developmeni fluance corporation fer small-
scale industries (BAFED) is now esventially defunct,

= (ut of ope million people there are probably less than 1000
employed in mamifacturing industry.

122. Following the "state of esergency” PFritish aid was suepended; concequently
there is no way to be sure wha: resources say be devotoed to govermment programmes
for infustirial developoert. The Departeent of Planning and Development and the
Department of Commercve and Indusiry hope to complets a five year industrial
development plan by the erd of this year, Heports Oy recent UNIDD and ILO
missions provide considerable nlanming saterlial. TUNTIC is presently recruiting
several exparts, at the govermment's recueet, for folleos—up in mmall-scals
industry sectors. These expertis will e under the direction of the Commissioner
of Commerce and Industry (Ministry of Tirance, Commerce anl! Industry, whick also
includes the Department of Flanmirg and Development).

123. The Lesotho Mational Development Corporatior (LAC) has been in operation
for fwo or three years. The impact %o date has been significant. (There are

a carpet weaving o ; & candle making plant, a potsery, & tire-retreading
operation, and & hotel/casino.) It appeared now that LNDC has csught on and

will Bave a muasber of new projescte moving moon, imcluding a shopping centre, &
second industrial cemtre and a housing project for expairiate mamgement persomns’ .

124, LNDC hae written and socured adoption of a very liberal pioneer industries
law and a protaction law, These, ocoupled with supplies of water and labour
and access to the South African market through the customs union, provide
strorg incentives to outside investors, South African firme are most likely
bo find Lesotho attractive as a location for expanaion plants, since s "made

in Lesotho" label will inmprove exportability beyond Soutl Africa,

125, Apart from ssall-scale industry, ipveetment promotion ie completely in
the hands of LNNC. LNIC saintains virtual indepenience from government
oversight except through its board of directors which iw chaired Yy ihe Prime

Kinister.

126. There is concern in sche guarters over whal is smaid to be an incroasing
South Africar influemce in Lesoihc's teckrical ard coomomic affairs. ¥ey posts
in the Ministry of Agriculture and in the contrsl administrative apparatus as
well as in LNDC are mow held by Scuik African technical assistance persommel.
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SWAZTLAND

127. Swagiland is the most developed, though the leant populated (under 1/2
million), of the threa independent Southern states. The recurrent budget has
achieved balanced status (1970). BSince indopondence in 1960 the hoped—for

wave of new investment has not taken place, (The only significant new industrial
project is a GCerman-controlled brewery), Poligy makers wish to reduce the
presently heavy dependence on South African capital and managers by

flows of investmentfrom farther afield. To this aml = "Swasziland National
Development Finance Corporation” (met a firm fitla) i in final stages cf
foreation,

128. For the first year or two SNDFC expects to pursus "fargets of opportunity"
from a wide ranging list of potential ventures compiled ns a result of
extensive contacts cver the past few years. Fany industrial countries are
represented on the list of potential investore. "Wodeet" incentives for new
imﬂlu?t are being comsidered. (They will not approach the lewel adopted hy
Leasotho.

129. Bilateral trade agreements have beon negotiated with Zambia, Kemya, Uganda,
Tansania, and Malawi. BSwaziland is very much interested in nagotiating a form
of associate membership in the Fast African Cosmon Market. She would like
special trading concesmiona becaums of her geographical location.

130. The SNDFC director will be on the UN roles. It is hoped that some
additional staff will be chtained through UNIDO., Capital is being sought from
among & mmber of aid sources. Unfortunately both the British OIM and USAID

have indicated that their aid will continue Yo foous on agriculture and education.

111. The govermmant now defines the ecopomic problem muccinctly as finding joba
for 4000 new members of the labour force each year.- Although Swagiland ie
agriculturally rioch and mzjor agricul tural expansion rchames are ooming into
béing, thess genarslly represent productivity gaioe (eegs wim irr:i.pi:l.nn} 4
rather than expansion in the sise of the agricultural work force. Industry is
thus relied on to provide a large chare of the needed jobs.

132, A UNIDO expert has been iLeaigned to define a comprehensive inpdusirial
development programme. His i{nitial "sooping” of the situation — not yet fully
drafted — is impressive for its simplicity and clarity of comcept, hammony
with the existing agrioultural basis of the economy, and evelutionary pattern
of interlocking developments.

113. The scheme is conoeived as a five ycar development programme, Its target
is to creats jobs on the order of the mmber estimated to be needed, It is
ambitiocus in capital and manpower requirements. It requirea & high degree of

ion mmong some elements of the programme. Although moet of the invest-
ment will be private, some key underlying portions are sgricultural and will
require conoessional loans, grants, or subeidies, Large mmbers of erpatriate
experts will be required. The whole programse will probably axceed £50 million
including roughly 15 per cent infrastructure imveaiment. The faplementation
proposal will probably involve a central programme staff and sub-projecte
assigned to esch important ministry.
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CASES TLLUSTRATING AFPLICATION OF THE GUIDELINES

This volume contains eight sets of case material reflecting operational
measures adopted by, or proposed for adoption Wy, African Gover 8 and
organigations in response to gpecific investment promotion needs. Some
concern the establishment of new institutions; aome deal with strengthening
or coordinating existing ones., The first fivg cages are primarily national
in scope, while the others are multinatiomals

Ae indicated in the Introduction to Volume I these cases have been
selected for their potential usefulness to industrialiszation officisls. It
is felt that they reflect a representative selection current developmentis in
the application of previously tested methods to eatiefy African needs in the
African context. Direot and uncritical adopiion of the practices and
techniques described ie not recommended. BPut field experience suggests that
judicious combination of mome of the operationmal elements presented in these
cases may come close to defining worthwhile programmes for use elsewhere.

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

gf Most of the cape materials have been slightly edited for publication in

this report. In & number of the cases, to facilitate their use as illustira-

tions of the operational guidelines, fictional names have been arbitrarily
asgigned to countries and organizations,
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A NATIONAL TNVESTMENT PROMOTION CENTRE

1.0 INTRODUCTION

The Secretariat of the Koomomic Ce-mission for Africa (ECA)
blishment of a National Investment Promotion Centre (NIPC) in Country
R~ It is felt that such a ocentre could accelerate investment results, and

that ites eetablishment would be a timely undertaking.

Thie dooument describes the proposed project and presente a plan for ite

initia) implementation., The project emphasizes a pragmatic approach to achieve
relatively early operation of promotion activities., It also featuree adherence

to striotly limited promotion objectives to gain early success. It is intended
that early resultes may serve to enlist support for extended operatione later.

In ite 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 govermment to
Judge the feasidility and attractiveness of the NIPC concept,

1.1 QObjectives and Prioritiee

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

1) Concrete project promotion results (e.g. the attraction of
new investment),

2) Btrengthening and harmonisation of investment climate,

3) Provision of a focal point for investment promotion activities
within Country R.

4) Provision of overseas representation on an economical basis,

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

j/ ECA, in co-operation with other sgencies of the United Nations and appropriate
organisations in Africa and abroad, is implementing a nrogramme to further
stimulate industrial development in Africa. The programme is in accardance
with Commission resolutions 153 (VIII) (5) and 203 (IX) 3(e) and the work
programme adopted Yy the ninth session,
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1.2 vestment Cerire Project

This proposal is a direct follow-up t0 an ECA exploratory mission which
visited Country R in 1970, and an earlier exploratory and fact—finding mission
to Burope. During these mispions, informal consultations were held with the
Oovernment; officials of international organizations such as UNIDO, FAQ, and
the World Bank Groupj representatives of bilateral aid agencies; and public
and private investment organizstions. Discussions concerned the pational
industrial development programme and the related machinery for investment
promotion, Poesible affiliation with the sib-regional economic cooperation
organisation wasm also discussed,

A description of the overall ECA investment promction programme and an
sarlier description of the proposed sub-regional centre were di buted to
government officials in advance of the mission referred to above™.

1.2.1 Industrial and Economic Saciground

The impreseive growih of the national econosy has featured certain
industrial projects, which have been producing about $1/2 Bdllion anmually.
Through ite control of the industiries, the Govermment enjoye a heavy flow of
revenue, much of which is available for capital projecte and industrial invest-
mente. An oil pipeline, a new fertilimer plant and a textile factory are among
recent projects. An eventual oil refinery at the pipeline termimus is also
projected.

A multi=tiered complex of industirial conpanies mnanages state intereats
in enterprisee in a broad range of fields -~ even including rural development,
The policy is that the Btate shall perticipate in all l.rge and/or oritical
projects. -

The Govermment is fichtinz againat the label and dangers of a two-commodity
economy. One goel i to achieve near self-gufficliency in agriculture within
five years. Self-sufficiency ian also sought in those consumer products that
can use local rav matericls, The Winistry of Trade and Industiry is energetically
analyzing opportuniiies for import cubstituiion,

The drive for industrialiszation ie assisted by availability of large
hydroelectric power potential. The Delta 2 project (bilateral assistance) and
North Bsy will supply expandipg domestic needs, They will aleo allow increased
power exports to neighbouring countries at least for a time.

1.2.2 Trade and Economic Co—cperation

Although pegotiations have commerced, prospects for joining the sub-regional
economic co—operation organisation are uncertain and no action is expected soon.
An analysis prepared by & professor at the Fational University effectively

"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 Promoiion Cemtre, ECA; June 1970.
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presents pros and cons, Since the per capita income 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
devaluation also arises because of the intermal prioce levels. Another compli-
cating factor ie the strong and long-standing drive for a national irom and
gteel industry and for auto proudction. (Land has already been purchased for an

assembly plant.)

The Government is taking a number of constructive moves leading toward trade
and egonomic co-operation with ite neighbours., DBesides the joint projects with
Country A, there is the planned road link with Country B (bilateral financing),
inoreaning trade mctivity with Country C (including some agricultural products,
such as potatoes and citrus, formerly purchased from a more distant source)
and an inoreasing flow of trade with Country D (partly motivated by the latter's
deeire to reduce trade with certain partners). Sugar, radios, and blankets
will be sold to Country D Wy the end of thie year. As an apparent exception
" to this expanding activity, commercial relations with Country E appear somewhat
oools

1.2.3 Investment Promotion Machinery

Promotion of new investment is oftem pursued through writing to a few of
the leading mamufacturers whose guode enjoy estrong 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 oountry is now not in a position
to participate in the sub=regional Investment Promotion Centre, it was also
felt that trnde commissioners and commercial attaches nre not in themselwvea
& sufficiently powerful investment promotion tool, There was interest in any
scheme ECA might devise to provide effeotive overseas representation at reasconable
cost. We discussed the concept of an "Africa House™ in industrialized centres
as one way (though quite possibly impractical) of pooling resources to serve a
mmbder of countries economically.

1.3 Conclusione and Tentative Proposal
1.3.1 Copolusion: NIPC Could Fil} & Crowing Need

The Govermment has made great strides towards ite development goals., But there
are special problems faced hy the nation which suggest the need for specialiszed
outside aseistance:

1) the unfavourable economio effecte of the dislocation
of traditiopal trade patterns,

2) £alling commodity prices coupled with the recent
cerippling industrial accident, and

3) the shortage of managerial and entreprensurial manpower
which is & direot result of the expansion already achieved.
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All of these probleme tend tc slow down the attraetion of new investmenti
on favourable terms, The NIPC could fill a growing need which is indiecated by
the following characteriratian of the present stage of the nation's indusirial-
izationi

@) In the not too distant future, opportunities_for attractive
import substlitution will have been exhausted=.

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

¢) There is increasing pggeeure to provide industrial jobs to
absorb school leav

d) The industrial development corporation was formed before all of
the present conditions existed. For example, it was of course
not deeigned primarily to concentrate on multinational projects.
To fulfil the full range of (national and multinational) invest—
ment promotion functions in addition to itis other assigmments
{aapm:ially in managing existing affiliated enterprises) it
would need more funds and additiomal 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 gcals.

f) Comsiderable strengthening of overseas represantation available
for inveetment promotion would be extremely helpful.

g) A wove of new technical and promotion-oriented institutions ie
beirg formad in neighbouring countries to tackle the next phase
of ipdustrial development.

On the basis of thie eveluation it ie felt that creation of an NIPC is a
timely undertaking. It appeare attractive from the point of view of complementing
and extending existing high-priority national programmes. It alec seems timely
from consideration of the poesibilities for enlisting financial and technical aid,

1.3.2 Summary Proposal: A lNational Investment Promotion Centre

It ie proposed that consideration be given to the creation of a specialized
promotion organization %o "market" projecis deemed tc be in the nation's “ecomomic
intersst. It is believed that intermational and/or bilateral sources can be

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

6/ This may be lese a problem in Country R than in some of the neighbouring
astates,
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enlisted to supply technical and fipancial aid in support of such & project on
the Government's behalf, The benefits to be expected would be: (1) consideration
of a broader selection of potential investment partmers for a given project,

(2) possibility of increasing the number of projects being developed at a given
time Yy shifting more of the analytical burden to the prospective partners,

(3) use or adaptation of promotion techniquee proven through use hy other
developing countries. ©Subjeot to the results of further study, prospecte appear
favourable for realising 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 reepect to financial and other terms.

When and if formal affiliation with the sub-regional economic cooperation
organigation becomes a reality, there will be an opportunity to consider
participation in joint sub-regional investment promotion activities. But for
now there seems adequate justifieation for developing a high-powered promotion

pentre to serve Country R's national needs.

2,0 SUMMARY OF THE INVESTMENT PROMOTION APPROACH

The opportunity being addreseed by the NIPC is vast. The total East and
Central African market will comprise nearly 100,000,000 people hy 1980. With
this combined potential African market as a base, and with suitable policies to

erports abroad, the possibilities for accelerated industrial development

enoourage
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 taskse (see
Section 3.1) needed to manage an accelerating flow of investment under conditions
of increasing complexity and sophistication doee 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 esmpecially 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
a8 a multi-phased programme., Of immediate concern is the short range epproach by
which it is proposed to get the Centre into operation. Tt if 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 ies planned to justify increased support later for extended operations,
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2.1 t1 te Short—ter— Results

The short range approach is based on the premise that an increase in the
intensity of the "promotion" function per me 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
projectes which require special reciprocal arrangements with other govermments
to assure mcoess to larger maerkets. Tne poasibility of exporta to world markets
is ocontemplated for both of these groups.

For projects which reguire markete larger than the national market alone
in order to be economically attraotive, it is proposed to embark on the
promotion of project 'packages" containing features simultaneously attractive
to two or more Oovermmente 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 aotion
through actual project examples. The machinery, once lubricated Yy such use,
would be capable of dealing with more ambitious enterprises.

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

= Adopt minimum criteria for activity scope and staff to
focus only on essentials and to keep financial require-
ments realistio;

= (et into operation quickly to fill a need for promotion
now being only partially filled;

= Identify specific "easy" projecies as initial promotion
targets; identification of suitable projects is a pre-
requisite to acceptance of the programme's practicability
(more ambitious projects should follow);

- Establish direct contacts with prospective inveators to
enlist their interest in projects and often to tap their
resources for the detailed definition of projects;

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

can supply;

= Demopstrate concrete results as awifily as posaible to
justify initial confidence 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
cnly as results justify and availabllity of resources permits.
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2.2 Lopger Range Consilerations

Discussion of longer range inovestment promotion approachees must be
speculative until the Centre gaine some operating experience under local
conditions, The Centre's long range asefulness depends heavily upon the forging
of constructive and productive relationships smong NIPC, its "client"™ institut-
ions, and others whose support and co-operation are needed. Hut in general,
aasuming modest initial success, the overall lomg range approach calle for:

1) Eirst Priority - Increasing the depth of the initial
services, 50 that the ecconomic impact of the Centre
can approach that needed to support national development
goals, This is probably a three to five year target.

2) Pric = Adding to the initial of services
' to enhance Centre's effectiveness in (1).

In recognition of any expansion of function as suggested in (2), above, it
might at some future time be appropriate to consider a change of name for the
Centre, For cxample, the Centre might evolve tc such an extent that it could
reasonably be called an "Investment and Export Promotion Centre." Such a name
would give increased recognition to the oritical 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 add,)

3.0 FPLAN OF OPERATIONS

The purpose of thio section is to describe the tentative plan for isplementing
the NIPC., It presents as much detadl 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 sust precede actual
operaticn, Thus it may now he used as a baseline for discusaion of possidle

and a2 & vehicle for inviting the support of interested Jovermment
and private officiales. Ultimately it may serve as a communication tool for
enlisting technical and financial ald.

Detailes of the plan support the policy and approach defined in Sectiom 2.
For convenient reference, this section is arranged to provide information omn
the following major topiocs:

Functions

Affiliation

Organization and Staffing

Relationships and Decision Processes
Initial Operation = Implementation Schedule
Overseas Representation

D I ]



3.1 Punctios of the NIFC

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

1)

2)

3)
4)

5)
6)

7)

8)

9)

10)

1)

12)

A3

Collect and disseminate information (data on domestic
and export sarkets, sources of financing, costs,
regulations, incemtives, resources);

Identify and define pro (diversification and
expansion of industry and trade, both national and
sul tinational)

Evaluate projects; prepare appropriate promotional
literature;

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

Assist prospective investors (answern, mppointments,
analytical and consulting services);

Represent proepective investors (to assist in comple=
tion of Goverrment formalities);

Assist with integration of Minietries, Agencies and/or
Govermmenta concerned, to further investment promotion
resul ta; :

Represent the (overmment in initial negotiations with
prospective investors; negotiate project plans and
investment agreements consistent with Covermment policies
and national interest)

Adninister investment and trade incentives within
policies established bty the (overmment;

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

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

Co-operste with other public and private investment and
trade promotion agencies;

Provide economical overseas representation.

1/ 1t 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 NIFC's lifc the staff will be too limited to undertake
more than a fev of the ahove. Furthermore, the Centre's role will be severely
1imited by policy, especially until it desmonstraies operational results. As
indicated in Section 2 the Tiret effort will be to implewent one or more projects
or project packages. Operation of the Centre will be tightly focussed én this
very limited but orucial initial objective.

In termo.of the list of functions above, efforta of NIPC will in the
beginning B¢ much less systematic and ccmprehensive than one would prefer, given
more time mnd unlimited reeources, The exphasis will be on promotion
rather than on the cospletion of detailed feasibility studies, The work will
revolve around creation of promotional materials (based primarily upon exieting
technioal material subsequent contacting of and negotiatinog with prospective
investors locally = and abroad. Prr the present and the immediate future the
other funotions must bte ignored excepting where specific limited tasks are
required to emable a epecific limited Yasks are recuired to enable a specific

project promotion to succeed.

As indicated in Section 2.2, "Longer Range Considerations," once contimued
existence of the Centre has heen shown to be valuable, the range of services may

be gradually expanded.
3.2 Affiliation

NIPC is conceived as a service to both the public ‘and private agencies
concerned with acceleratior of industrial development, including both public
am private investors, Consegquently there are a number of alternatives regarding
the orgamigational placement of sunk a Centre. It couid quite logically be made
a part of the .iniletry of Commerce and Indumtry, since tiat body has an overall
responsibility for industrialisation policy and planning, It could also be
argued that the developméni corporation would be the most effective spomsor,
since prospective invevtors might prefer te deal with industrial executives rather

Ahan with Covermment officials. A third point of view would hold that NIPC
should be an independent entity given policy guldanoe by & Board of Directors
represeniing public and private interests.

. ECA at this time sakes no specific recommendation concerning the Centre's
.affiliation. The question deserves approprinte discussion by the Covermment and
other interested agencies.

- R kB S e

3.3 QOrgenization and Stalfing

Since it is not knwm whed the organitational affiliation of NIPC will be,
it ip not yet poseible to meks fivm proposals concerning facilities for the
Centre. DBut the organizat’onal peeds ant® staffing requirements are believed to

be nht.:tillly indepandent of this cuestion,

———

y Strong efforts will be made to identify and interest local businessmen who
say be in & position to participats in now or expansion projects.
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3.3.1 Staff Bequiresests

The initial target for professicnal siaffing will be Tive, including the

Director. Detailed gualifications of the isdividuals will depend on ths mix of
It is kighly desirable %o bave all of the following skills

available candidates.

availablet industrial econcmics, corporate plamning, expori marketing, corporate

and tax lawe, inveotment firance, industrial consulting, and Goversmenmt cperations,

All or almost all of the staff members sust be fitted hy both tmﬂtm;mn-
hoy must be

ience for devising and nogotiating provisions of project agreements.
equipped to deal competently with high level Gevermment, fiparcial, and ipdustrisl

ﬂﬂi?i‘l‘i

8inoe the mumber of ekille listed above axceeds the pumber of professiopal
ptaff nembers likely to be initially available to the Centre, compromises will
have to be made. JFor exmmple, legal experts of the Government may be available for
consultation, and so obwiate the immedinte need for a trained sttorney on NIPC's
staff. In other irstances as individual may coabine several skille., An industirial
econcmist may have broad management coneulting experience, As might an export
sarketing specialist. In the case of the investment finance specialify, existing
financial institutions might be relied upon for comsulting service in place of

hiring a full tine expert at the outset,

3.3.2 Qualifications of the Directer

The KIPFC Director abould certainly be strong in a mmber of complementary
skille., BHe sust be the dyramic force behind the entire promotion process. He must
be capable of leading and often of "doing"” the following: idemitifying euitable
project candidates; packaging them (toth to eetedlish their desirability to possible
joint sponsors and to make them paleable to prospective African and overseas invees
tore; and “nursing” orojects through detailed deeign, complex negotiations, and

poasibly on intc implementation.

The Director may be qualified bty having held o similar posliilon alaswhers.
Al ternatively he may have been a senior project officer in & Development Corporation.
The man chosen may comosivably ceme from s commulting firm or an extensive industrial
background., Some essentisl characteristice are proven ability to work under conditions
of high unoertainty and “risk", to demcnstrate t¢ industrial officials that their
interesta are served Ly a partioular project, and to establish the kind of relstion-
shipes with Govermment poliay-maring officials that will lesd to fruitful negotiations.

333 Etﬂ Imuu-t E““i Counoil

In addition to the dirsct staff of the Centre, there iz need for a formal
Tha Council would provide a systematic communication chamnel and

advisory ocouncil.

a forum for sutual discussion Yy the participants on matters affecting the Centre.

The Council will advise the Centre concerning plans and priorities of the participating
organisations., It will aAlsc conmider measyres which might be taken YWy the govermment
and others to facilitate the attraction of new domestic and overseas investzeat., The
Council members, subject to the views of the Covermment, might be the Director of the
Centre, representatives of ihe develcpment corporation, the Permanent Secretary of the
¥inistry of Commerce and Industry. There might alec be one or more observers from.
technical and financial assietance organisations.
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3.4 Relationships and Decision Process --

By its pature as a "catalytio" promotion agency the Centre can function
successfully only if its constituency supporis its efforts. It is therefore
essential that the Centre persomnel, and especially the Director, have extremely
eclose working relationships with national economic policy makers and with those
of each co—operating country (in the case of multimational projects). The
relationshipe must be based upon mutual confidence, since the projects being
promoted and negotiated will be key to each country's industrial and export
development.

3.4.1 Domestlo Working Relationships

NIPC must maintain olose working relationshipe with the other national
organizationn 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.

3uds2 Wor Relations with Other African es

In po far os NIPC works to promote projects which require participation
of more than one country, ite etaff must maintain close working relationships
with the individual ocuntries' investment promotion agencies. Such comtact will
serve two purposes: both to co-ordinate overall programmes and to work together
on individual preojects during certain phases of the promotion process. BSuoccesaful
operation will be dependent upon active co-operation of natiomal agencies to
help potential investors in the necessary dealings with each govermment. In the
initial phases of projeots, too, these other organisations can be very important.
In eome instances they will propose projects for markets larger than their own
individual country. In such & case it is expected that NIPC will attempt to
stimulate ths combinmation of varicus proposals from several countries into one
or more "packazes" whioch imvididually meet prima facie tests of acceptability
%0 all of the Covernments. In other caseas NIPC may structure such a "package."
Rational centres would then, unlese the Govermments elected a different procedure,
have an cpportunity to comment on the package ae to ite fairness and its ’
conformity to national policies and priorities.

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

It is alec expected that NIPC will develop effective relationships with
potential sources of invesatment finance such as the Internatiomal Finance
Corporation, the African Development Bank, and the Sub-regional Development Bank,
among others.
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3.4.3 ti her ies

Tt ie well established that trade expansion (intra-iAfrican and externmal)
is a major underpinning of the induetrial development which NIPC seeks to
promote. Every possible way will be sought to involve mational trade promotion
organigations in NIPC's work, In addition it is expected that ECA's Africa
Trade Centre and the GATT/UNCTAD International Trade Centre will have programmes
which can eventually be tapped for direoct assistance to NIFC.

A number of projecte sponsored ty 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 increame the overall effectiveness of the joint operations.

3.4.4 Authority for Selection of Promotion Targets

Decisions concerning what projecte and packages shall be promoted muet be
made Yy the NIFC Director. This authority,; however, is far from unilateral. In
the first place, Govermment officials may veto implementation of any project by
refusing to iseue the necessary authorigsations. GSimilarly the development
corporation will often have a similar capability ty simply declining toc participate
in the financing. In the case of projecte or packages imvolving more than one
country, any one of the Govermments or statutory financing bodies can block a
proposal. 8o the Director must make his decisions with care, keeping communications
channels olear, to be reasonably certain that a project is not "dead™ before the
firet prospective investor is contacted.

The Director's decisions will be guided by his evaluation of candidate
projects' "salability" anrd their conformance with desires, plans, and priorities
of the Jovernment (or Govermnments).

It im not proposed that a formal procedure be instituted by which a tentative
project would be submitted to detailed serutiny and approval by each governmental
and related agenoy before promotion begine. Indeed, it is believed that the
shape of a project or package is likely to change materially after its eolemente
are Tirst promoted in outline form to potential partners. Only when initial
mutual assent in principle has been arrived at, will the project be a worthwhile
subject for detailed evaluation. For this reason it would usually be a waste of
time and energy to go through formal approval channels at the initial stage.

But it iz 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 %o 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 mast alsc have authority, subject to the constraints cutlined
above, to invite prospective investors to make field investigations of
opportunities being promoted. It is expected that interested agencies will oco=
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 deeigned with the intent that it be relatively esaay 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
Oovernment determine that it in fact wants to see the establisiment of such a
Centre. Onoe 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 Yy

ite existence,

3.6 Querseas Representation

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

3.6.1 Alternmatives — 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 modeet "finder's fee" if the offices are succesaeful. Another approach is
to find at least a temporary subastitute for overseas offices - something that can
serve to get the programme started at a lower cost. Here there are also multiple
poseibilities. One is to rely on "missions" sent to deal with several poseible
opportunities in one country or area during a concentrated time span. Another
is to offer to psy a prospective investor's expenses to inveetigate the opportunity
in the field. A third is to rely on commercial attachés attached to foreign
diplomatioc poste. Each of these "answers” has rather obvious drawbacks; but
each may play a constructive role in the programme, esepecially at first.

Yet another interim approach is to employ an overseas agent to help find
technical and financisl partners and to assist in negotiations. Certain banks
and investment houses have formed submidiaries to function inm such a fashion,
They will usually participate directly or indireotly in the financing and may
réceive a share of equity in consideration of their services.

And there are still other approaches. In Country R, for example, there has
been somé succese in import substitution by writing letters to manufacturers of
the most popular imported brands., It should also be possible to appoint management
consultantes in industrialiced countries to act as overseas representatives. In
any case, there is no need to make any immediate decisions regarding establishment
of overseas offices. A reasopable 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 centree and the pospibilities for technical and financial assistance in

supporting them.
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3.6.2 Experismge o2 Othcr Doveidping Countries

Experiences of developing courtiries In cther regions regarding overseas
representation may be instructive, although it doss not appesr that any of the
bettar knowr extra-ifricar approaches ooild te transplanted 4o Country B without
extensive modification, Eack of the followlig casvs does illustrate certain

elements which we aay alipt w o™ u%e.

The Indian Govermment has = mmbar of “fices in Brrope snd the United
States. The office in Loadoa is staffed Iy one man, His office is in the
Indian Bigh Commission building (Indis fouse) but he 18 altached
to the Indian Invertsent Cenire in New [nlni. (The parert orgarisation has been
in existence for aboat a decads an’ has » siaff of more than one bundred.) This

tive's modus cperan!i ir to loeats Fritish corporetioss which are at
the point of becoming irtorested inm begisnirg cvervess operations. Eis job then
is to explain the Indiacr Goversseri's policies ard precedures for licemsing
industrial cstablishnents and 40 kolp the poteatisal irveastor obtain inforsation
be peeds to make a decimion. (It is ameuned, in the case of Pritain, that all of
thes leading British fimus s=» al-eady "intsumaticnal™ apd that these firme are
already represerted in India,)

The Indian Investment Uenire approuch in the Pederal Republic of Cermanmy is

somewhat fifferent. The offinen ars located in Dusnolderf, Thay are more

entious, and there is = otas¥ of %wo senior Indian professionals, They do

iness in Inglish, but ihe Director, who i3 new, i6 atudying German. The
Centre's role seens to be much broader, yoi mere limited In its objeotive, than
that of the London office. Councertiing irventneni, the policy is that the Centre
functions primarily ac az information agenoy. It io oteted that the Indian
Govermment's imvestesent pelicies pu ie aeiernlse wheth r thers will be additional
iovestment by German busincssmer. Thars 1o 4c dnugnt that “selling” plays a
significant role. (This ataiement seeme to ~cnflict with the fact that the
Indian Investnent Contre nrganised exsnmive sprcialissd dasementation of invest
mert opportunities in Inlia in preparation for o nission of high renking Cersans
to Indis early this year,) The Dusseldorf Certre also seems to oparste as &
trade prosotion centre. It ipprara %t function {5 close co-cperation with the
Indian Embassy in Bomn.

The extensive ofFfcrts mounted b ths Indiane sees oxly reasosable in view
of the large sise of ke Tidian coconomy. An wrvmple scmevhat sore on the sise
scale of Country R is the czase o7 tiw Tris® Peoul'is, vhich kag a population of
less than four million. From the d'swstirous dsys of the "potato famine™ and
from & situation of acteal populstics siiekass caused Yy emizration, lese than
twenty years ago, the Irish heve mades rapld strides in attracting new isvestment.
The Industrial Developseni Zuiioslly crolits much of ito success to the effective-
ness of overseas representitives. The luttorily bas offices in London, Cologne
and Paris, and three in ths Trited States. Althougs thay hawe purchaced extensive
advertising space ir duniness and Jirancial pnilicntioes, sericus copsiderstion
is deing given to shiftirs much ~f the advertiolayy budget 1oto an sxpansion of
the overseas represemsativss. (Offl-ws pow wr¢ menned 4y a oingle, high-powersd
executive and a secretary.) 7Tii key Tartor in the sffeciivenses of theose
representatives appecra 1o be thelr direc: approsacrties to selacted investor
ocandidates. To back up the field poorie Liere are an aoray of high ouality
literature and an impressive cadiomted o4a®® {in Dublin,
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Puerto Rico is often cited am another example of an agricultural subsistence
econory that has been rapidly transforming itself into a medern industrial ome.
Statistios indeed are impreesive and the physical evidence of induveiry.isz little
short of overwhelming in the viciniiy of San Juan. (One or two other cities have
also grown repidly.) But it must be acknowledged that much of the phenomenal
development has taken place as an indirect result of Paerto Hico'e status as a
commonwealth closely associated with the United States. Puerto Rican producte
enjoy customs free entry to the United States. Pusinesses established within
Puerto Rico enjoy such tax advantagee that cne might say that they are effectively
subeidised by the United States Internal Revenue Service. .

The Commonwealth of Puerto Rico Ecomomic Development Administration has seix
offices in the United States and one in Toromto, Canada. The head of the New York
office caye that one of their most effective promotion methods ies condncting direct
calls on top officials of selected firee in industries judged appropriate for

Puerto Rico's resources.

Two often—cited examples of successful investment promotion in Aeis are South
Korea and Taiwan. In both cases, however, these might better be classified as
"reconstruction” rather than initial industrialization. The rapid suvcesser seem
to have been made poseibly §y - in addition to the basically favourable past
tradition of industry - heavy infusions of finmancial and technical anpistance,
Equally important, there has been a sei of tightly inter-related govermmental and
private organisations, 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 hy expatriate “echnizal
assistance personnel often relying on their own personal knowlelge of, and contacts

in, industrialized countries.

4.0 PROJECTS AND "PACKATES" FOR PROMOTION

A major task faced hy NIPC in achieving its goal of substantial new invest—
ment in Country R, is the definition of projeots which can be ascezied Wy the
Govermment and will at the same time bLe attiractive to potential investore. As
described in Seotion 2, "Summary of the Investment Promotion Appreach", we have

selected & pragmatic method to satisfy this requirement.

This section outlinee a set of proposed criteria for project ideuwiification.

It also desoribes criteria for forming "packages" aimed at multi-country markets.
The sources from which projects will be obtained are oriofly ipdicated. Finally,

a nmber of alternative schemes are summarized which may be copsidered for
establishing suitable complementation arrangements, i.e., for miviving at a
"balanced package" that will be acceptable to each of meveral parijcipating

countries.
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4.1 Criteria for Project Identificution and Packasing
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 ¢o supply markete
larger than those afforded hy the national market alone. Criteria to be
considered during selection are as follows:

~ High priority in the national development plan (e.g. for
import subetitution or for prospecte of earninge foreign

exchange through exporting).

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

= Opportunity to develop indigenous raw materisls (backward
integration)

~ (QOpportunity to exploit horisontal linkagee

~ Special ciroumstances (e.g. availability of cheap power or
a8 especially high value-added opportunity)

-~ HBigh rate of market growsh (local or world market) and/or
low saturation of local demand

-~ Favourable cost/price relationships
= Strategically important social benefits

4.1.2 Fo at a Project " for Multi-coun Marikets

The criteria above allow a relatively straightforward identification of
individual nationral projects tc be corsmidered for promoticn. But in order to
eotablish a sufficient market sisze to make many possible projects economically
attractive, it will be highly desirable to consider co-operative arrangements
with other African ocountries, In thece cases the NIPC approach suggosts that
a package be composed which will literally contain “something for everyone.

In other worde the hasie unit of sgroement with one or more co-operetice States
is pot the individual project but an assemblage of projecte or project e nte
to form a total package acceptable to all of the co~gperating countries,

This general approach is Yy no means brand new, either in Africa or abroad.
(Section 4.3 deacribes meveral alternative mechanigme for devising potentially
attractive packages.,) As described here the present approach differs from past
efforts (e.g., those in East Africa) in three important ways: :

9/ Please note that although & package may comprise meveral projects, a package
can be formed from one project, where the project has identifiable elements
which can be allocated to the several countries, Please see Section 4.3 for

a brief discussion.
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1) Machinery is to be established for proposing, following up,
and administering the packages

2) The packaging activity ie an integral part of the investment
promotion (implementation) agency

1) A pragmatic approach will be followed which pute top priority
on securing agreement on one or more (poseibly small) initial
packages as proof of feasibility. Agreement on more massive -
projects is to be tackled only after initial success improves

confidense in the gystem.

4.1.3 Evaluating a Pro

Criteria for determining whether a2 specific package deserves acceptance by
all proepective partner countries are extremely diificult to propose as permanent
and inviolable commitments. Indeed it is recommended that very little effort be
devoted now to seeking "final" criteria. Instead it is urged that a tentative
baselins scheme be agreed on for use in evaluating the first few packages. It
should be agreed in advance that acceptance of such a scheme at this stage and
its use to secure agreement by the govermments for implementation of one or more
packages shall in no way establish a binding or moral precedent with respect to

later packages.

Selection of the tentative baseline evaluation method neverthelese requires
some discussion. Everyone is familiar with the general idea of "socoial cost
benefit analysie" (SCBA). While SCBA is conceptually the tool one would like to
use for the purpose at hand, ite application ie complicated and not yet adequately
reduced to practice to be recommended here. A much simpler substitute has been
devised for disoussion and posgible anplication in the current situation. The
method is descrited in detail in an sppendix to this document. (See Section 6.)

In the last analysis, a rigorous formula for calculating benefits to each
of the countries can probatly only be used to arrive at a first approximation
of the worth which each country ip mctually prepared to =msgign to a package in
the course of negotiations, Hemce there can be cases in which the uncompromising
application of 2 mmerical method of analysis would impede agreement by indicating
in the record that a package is not suitably balanced, whereas the negotiators, for
various reasons (some not readily quantifiable) are in fact inclined to acoept

the package. i n

Usz.of the described arnalytical method, or some other yet to be proposed,
is suggested as an optional methcd. It st least may prove useful in putting
together packagee to be offered to the govermments; to that end 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 frequently cited as a roadblock to co—operative industrisl develop—
ment decisions is etrong mis®rus% of "perpetual covenante". TFach government is
unwilling to commit iteelf never to manufacture a product because it is being
allocated to another country. NIPC proposes to discourage irrevocable commitments




of that type. Instead, a package commitment will typically be binding for
five or seven years only. After the initial period it will be automatically
renewed for successive two year periods unless one party gives notice of intent
to renegotiate or terwinate the agreement.

4.2 tea for tial tion

Availability of projects and packages to form the Centre's initial
"inventory"” is basioc to the success or failure of NIPC. It is expected that
thie 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 identifying potential projects, both at the national level
and for multi-country markets.

It is expected that the task of acoumulating information from these sources,
and perhaps others, and of establishing a preliminary listing and description of
projecta to be included in the initial promotion inventory will be undertaken as
soon a8 the Government has accepted the basic NIPC machimery., At that time
the matter be given urgent attention, mince no promotion can take place without
puitable project material.

4.3 Al tive tion nte

Ao already etated, 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 facility will be locsated in Country A and that the plant
shall have duty free accese to (and perhaps a monopoly or semi-monopoly poeition
in) Countries B, C, D, etc. This measure aime at assuring a sufficient market
for the plant's output to secure tho advantages of mamufacturing scale economies,
Put a potential difficulty exists with respect to achieving acceptance of the

t Wy all co-operating govermments. The difficulty arises through the
necessity that Countries B, C, D, etc. (a) agree mot to manufacture the product,
(b) allow their own balance-of-payments to be affected by sales of the product in
their countries, and (c) give up the receipt of revenues from import duties,

A mumber of methods have been proposed, and some have been employed with at
leanst limited success, in order to offset or ameliorate the undesirsble effects
which could arise from uncontrolled development. Here are some examples, briefly
characterized:

1) Degentralization

A project may be deceniralized so that certain product
components are produced in 2ach country and sesembly is
carried ocut at a central location., If raw materials are
distributed in a convenient way and the produet ie oomplex
enough to lend itself to this approach, there may be only
minor economic penalities., (Automotive vehicle production
is & good example.) In this manner, one overall project,
suitably divided, may form 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 ae refrigerators
and paper products might be combined for the purpose of
analysis to conslude megotiation of an agreement satisfactory
to all countries.

3) Multinational ownership

¥ultinaticnal ownership may provide a means of reduocing concern
over the potential for exploitation of consuming countries hy
a producing country through arbitrarily and unnecessarily high
prices, Ownership, whether public, private, or mixed, could be
allocated on & proportional basis., Distribution of profits
among the countries to whom the product is marketed could thus
oocur in approximately the same proportion as sales of the
product.

4) Industrial development corporstion

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 praofits in pro-
portion to sales in sach country.

5) Equalization

¥one of the above methods, no matter how carefully calculations
are performed; is perfect. None assures a mmooth growth of
both exports and imports simultaneously for each country. There
is bound to be dislocation as a result of differences in
schedules for project implementation. Even if implementation
schedules are designmed to take account of this factor, it is
oertain that the schedules will change. Production will not
build up in the pame pattern as origimally planned. If the
magnituie of the project(s) involved in sufficient to cause
serious concern it may be desirable ic sstablish an equalisaiion
pool. The pocl would receive paymente from mamufacturers. The
funds would be used o partially compensate govermments 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 complementation is not to propose a

single, Bpecific answer to the questions involved, but %o indicate the range
of solutions that may be practical. It ie not feasible or neocessary to determins
the "™ultimate" arrangements in ndvance. Fach project package proposed may be
considered separately for the purpose of establishing equitable complementation

« First, the prospective investors must estaltlish at least the main
details of their plans in & preliminary version. Then the economic effecta of
the proposal may be evaluated and adjustimente made if neceesary.

=%
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5.0 VINANCING THE CENTRE

5.1 The Domestic Centre

The NIPC programme design reduces the level of initial budgetary and man-
power requirements to & 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, legel and consultants' fees, supplies and rent. Funds must be secured
from some combination of three sources; the Govermment (directly or via a device

euch ac a levy on imports)=; multilateral and bilatersl aid funds; and charges
for sarvices rendered.

It is probable that charges for services rendered Yy the Centre will never
be a large source of revenue. This is usually not so much a means of reising
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 interset of at least two potential
donor countries in considering requests for assietance for inveatment promotion
machinery. It is reasonable to anticipate that bilateral and or multilaterzal
technical assietance can be found to supply experte 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 Govermment, through some
channel, would contribute the services of counterparts, office and conference
room space, secretarial wﬂcn, and the local costs associated with the service
of expatriate personnel.

5«2 Overseas R esentatio

As disoussed 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. S0 initial estimates of operating expenses can safely omit
the cost of estublishing and maintaining overseas centres in industrialized
countries,

10/ Tor example, the Botswana Development Corporation receives the revenue
from a special fee charged on the importation of sugar. This amounte to
about 500,000 K per year, and ies used for both operating expenses and
investment capital.

w 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
govermment and prospective aid donors,
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6.0 APPENDIX 1: SUGOESTED METHOD FOR EVALUATING PROJECT PACKAGES

6.1 Need for a Simple Numerical Method

The purpose of this appendix is to present a suggested method for evaluating
project packages proposed for accepilance by more than one govermment. As indicated
in Section 4.1.3, it is not likely that a rigorous nmumerical calculation can
completely take the place of the time-honourad "horsetrading” spproach to negotis-
ting agreements on industrial vo-operation. But the method described here may
have value as a convenient lement to the traditional approach. It can serve
at least three functions: (1) it can yield a first approximation to the value
which a country might reasonably aseign to the benefits it would receive from a
package, (2) it can provide an indicatior of how well balanced the package is in
distributing benefite among the countries, and (3) it contains built-in flexibility
to allow "special" factors to be given weight in the caloulations, even though
they had not been included specifically in the original criteria.

In defining criteria for evaluating project packages we automatically provide
guidelines which may be used in gonstructing project packages. In other words the
method is a tool which can be used to put together packages whose "fairnese™ can
in turn be demonstrated — at least to a first order of approximation. As such, the
tool may speed up negotiations for project adoption.

6.2 Guidelines for Designing "Wair" Project Package

The two benefit factors which probably come to mind most readily when
considering co-operative industrial projects are jobs and foreign exchange. Thus
these have been used as the basis for the first two criteria. Next, from experience
we know that we must have a way to adjust for differences in project timing and in
build-up rates, A third oriterion has been added to permit the needed adjustment.
Finally, since in a given situaiion there is likely to be something important,
which is not covered hy the firsi three factore, we add a fourth to deal with all
"other'" matters of significance. Thie eet of criteria is hy definition broad
enough to encompass any element considered to be important in a given case,

6.2.1 tatement of Criteris

The criteria described above may be written somewhat more formally to serve
as guidelines for defining packages:

1) The sum of new direct and primary imdirect employment
in each country should be in proportion to total expected
sales in that country (for the package as a whole) over
the first five years of operation. For purposes of
evaluation, each job is considered to be worth $1000 per
j‘ﬂl‘-



s

2) Toreign exchange earninge (luoluding inter—partioipant)
less forfeiture of previous (I-year average) import duties,
if any, should be im proportion to pmpula_tmn-

3) Hard currency earnings should be in pmoportion to population,
For purposee of evaluation, one dollar equivalent of hard

ourrency earnings is conpridered to be worth £52.50.

4) Bny significant "start wp'" inequitiss, as discerned from
expected differences in timing of initizl operatiors and
full=scale operations, should be evalubted in cumilative %.
Twenty per cent of any cumulative inequity will be cone '
gidered to be its ammual valus, for evaluation purposes.

5)  Other considerations may be given mmerical values (expressed
+in § per year) in "special' circumstances.

6,2.2 Juetification of the Valuation Coafficients

The numerical nnefﬂciea‘bﬂ introduced in the statements dirautly above
require an explaration. (7iz.: the value of & job, the relative weight of
herd currency savings vis—&—vis other rcvenues, and the fraction of cumulative
start-up penalties to be amortized over = pingle yoar,) The numbers used above
are suggested as tentative empirical values. No proof of their validity is
offered. They represent a judgemen’ corcerning the relative impcriance of the
factors they apply to. They ara not intended to represent statistically verifiable
indices.- '

: Specifically, it ceems reasonabie %o consider thai a start—up inequity

should be written off over five years (20 per ¢ent per year) rather than two
''years or ten years. HNext, it is sspumed that bard currency earninge are of
greéat concern to African Jovermments. For this rescon It is suggested that
‘they receive extra weight In “he evaluation calculation. A weighting factor
of 2.5 was arbitrarily selected as being heavy enough to meke certain that a
real effort is made to dieiribute hard currency sarnings equitebly, A higher
miltiplier such as 5 or 10 could he used, tui then the physical significance
of the overall weighted results would tend to be lost. Pinally, the value of
$1000 per job per year is intended to be roughly equivalent o an expected
average value for new jobs.

6.2.3 Effect of the Criteria

These criteria begin bty allocating jebs in proportion to the expected
absorption capsbility of & country's ‘ntermal market, This can be interpreted
as tending to maintain the otatus quo smong the countries with respect to their
relative levels of indusirial develooment. But, recognising the need of the
least developed country to achieve somewnat greater relative progréee than the



E/CN. 14/ TR/ 200
Page 29

“iiﬂumd'&{ s modifying factor is proposed naxt, Forolgm eschange
earuirge are nomirally allocated ir proportion % population. Thic factor tands
te NBlas the Jistribution of benefits in favour of the less developed mambers of

a co-opersting group.-

6.3 mw ()

Using the criteria defiped above it im easily possitle T0 arrive st &
value ve ngy call the "“nomipal weighted value" to esch ecuntiry of a given package.
The ¥WV is the algebraic sum of the following items, expressed in % per jear,

Talue element Buperica: expression

Beploywent value + 1000 x (direct + primary indirect eaployment)

"Internal™ sales value + S=year average cf salea saong participating
countries (inoluding domsetis)

Isport duty forfeiture - Forfeiture of previous import duties (I-year
average )

Exporte abroad + G=yoar average of other mn-—hnﬂ“m;;w sali

+ 2.9 T bard currency sales

Start-up penalty =~ 20 per cent of any start-np inequity
(ouwmlative)

Specisl situatione + ) {temn

Total WMWYV Sum of the above

The NWV for each country is a rough figure of merit for a package. A8 such
11 4z & useful way to compare the valuse of various possille different paciages
when considering priorities. But it should not be expecied that a “cerrestly”
balanced package would yield equal NWV's for all cousnwies, Decstide the allecation
indices used ir the criteria result in 4differences mnong the ":deal®™ values for
the countries. For checking to ses how nsarly balanced a package 18, iz its
sstimated distribution of bemefits among the countries, we defice a separata inder
in the mext section.

6.4 Calculating the Nominal Weighted Advantage (M)

iIn ordar to deterz.ne whether the package is btalanced, the criterias ace
used to leflne ancther index, this one the "momimal weightad advastage” (ML), In
a perfectly balanced package the WA for eack country wculd be sero, If'a
country's share of a package's benefits is less than the allocation criteria
specify, that ccuntry's NMA will be negative; if it comes Out abend, the NVA
will have a positive value.

w This princirls i# not novel; it is recoguised m_{he basic egreemonts
underlying ths co-cperation smong the members of the East African Community,

for saxamnle.
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The Nominal Weishtad Adwvantage (¥WL), expresced in § per year, is the
algebraic sun of the Tollowing:

Advantage slement Burerical expression
Buployment advantage +mE' :E)‘ﬂ
S G ¥ -
?udpwmn}mn Syp = Syg) :f{a, S
Hard currency sdvantage: - - + 25 Gm-;fl' ¥ i =
[ (’T,) 51:{
Btart—up inequity advantage "3‘““1“1-]
Special circumstances + Anmual valus
Total NeA Sun of above

= Direct plus primary indirect employment in country I at planned capacity
Total ssplayment for the package as a whois (in all participating countries)
Total package sales within country X (five-year average)

Total sales among co-operating countries

Foreign exchange sarnings (sales) from package by ocuntry X

Total foreign exchange carnings for the package as a wheole

Hard currency earnings (sales) from package by country X

Total hard currency earnings for the package as a whole

= Cumulative schaduled deficit of sales for country X comparsd with full
production .
= BSum of cumulative scheduled deficite for all participating countries

= Population of ocountry X
« Total populaticn of participating countrise

_."IH'U_‘H Hﬂgﬂﬂui‘dl{aﬂqﬂuﬂ

ITf o0 country's WA is more tham five or ten per cémt of the
YWV, the package should be comsidered "balanced”. This would mean that each country
could nominally axpect 10 receive 2 share of the benefits within o few perceéntage
points cf its 'qcrwi" share. Accuracy of the calculations does mot Justify
closer ‘udge=entis,

1Y/ Please refer to Section 4.1.2, "Evaluating a Proposed Package", for a
discuseing of the significance of mumeriosal techniques in genersl,




" 7.0 APPENDIX 2: PRECONDITIONS FOR SUCCESS OF
NULTI-COUNTRY INVESTNENT PRONOTION

The most fundamental requirement for success of NIPC in its proposed multi=-
country promotion activities is a pragmatic acceptance hy the co=operating
countries of the principle of mutual accommodation and occasional self denial -
in other words, & willingness to practice "give and take." ECA's conoultations
in & seore of African countries indicate widespread agreement that co-operation
in allocating industrial projects is clearly in the self-interest of sach 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 obeerved that past efforte to make wultimational
parkets available to industrial units based in single countries have mot been
completely successful., In effect, the tremd of events suggests that there is &
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 & defensible conclusion that they would
not do so, and that the limited progreses in co—operstion is reedily explainable:

1) There is an understandable reluctance to sign away s country's
right to produce a certain product or fo develop a given branch
of industry. This kind of reluctance must be frequently aroused
#ince the natural resourcee and capabilities .f the partner Btates

are generally similar.

2) Ouite maturally, the development of machinery to spomsor, promote,
and implementi co-operative projecte has lagged behind that of the

ocorresponding domestic machinery.

Thus, the industrial development officilale 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 +o gkilled and dedicated nationsal
officials (and therefore more in their nations' interests) to approve a pational
project than to become imvolved in an uncertfain process leading to unkmown
results at an unpredictable time.

Given the less~thar—satinfying 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 firet two, and hopefully
all three, of the following statementa:

1) In some industrial sectors there is yeot time to devise

project "packages" such that each package is clearly
benefioial to each of the countries invited to participate.
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2) The countries will esdorse projects meeting the test |
stated in (1) if they beliove competent implementation ‘
machinery exists or can be quickly put inte place. ﬁ

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

The validity of these propositions will determine the ispact which NIFC,.
in co=operation with corresponding bodies in other cocuntriee, can have in
developing more and healthier industry through market expansion.
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EXPORT FROMOTION AND INVLSTMENT CENTRE (EFIC)

1. INTROIUCTION

1.1 Backgrount 3

The simultaneous increase of imports and abeence of export growth
during recent years are czusing balance of payments problems and
constraining Country X'c sconomio progress. As ome response to thie
ohallange, the Ministerial Couneil has called for the establishament of
an Export Prosotion 2nd Irmmstment Cemtre (EPIC) within the Ministry
of Commerce and Industry. This document describes the planned EFIC
and details ite means of implementation and cperation.

The Centre is a key elemont in the Ministry's insuguration of a
national export and inves‘ment development campaign aimed at expansion
and diversification o these sectors. The objectivea of the campaign will
be to place the nation's axpert businese op a solid growth tremd -
both for traditionsl and non—treditiomal products - and to reinforoe the
industrial expansicn through sdditionsl preductive investments, with particular
emphasis on projects having export mignificance or otherwise improving the
foreign exchange position.

Ultimate success of the campeign does not rest upon the perforsance
of any eingle organization, but upon many factors which together determine the
rate and character of Uouniry I economic development. Thus the EPIC
and the Minmistry iteeif have only limited direct impact upon export and
investment expansion. Theo real key to success will be the degree to which
EFIC and the Minietry cen provide leaderehip to other organizations and
individuals in cerrying cut & broad- ased, public and private, "matiomal”
ocampaign.

1.2 Objective and Opsrational Approach of EPIC

The objective o I'PIC is to give operational leadership to the export
and investment developmant cempaign through a dual programme:

1. Direct servineas io busineesmen, and

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

A great deal of NPIC's work will involve very specific and concrete
project poseibilities involving such things ae penetration of overseas
markets and opportuniiier to sstablioh or expand ipdustrial enterprises.
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In theae cases the Centre's opercting Tesults can be measured direotly
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 etill be capable of assessment.

In short the Centre's role ip primarily operational. Three pragmatio

principles wiil guide its approach to attaining the objective;

i

= The tueiness commnities, locally ard abroad, possess practiocally
limitless skill and ingemuity. The Centre will act as a
catalytic agert 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 resulis and to circumvent the persiatent
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 maxisum extent possible on the
other institutions and to undertake only thoee high priority
tasks which will not otherwisc be accomplished.

2. THE WORK AND ORGANIZATION OF THE CENTRE

JFunctions of EPIC

Ap indicated in saction 1.2 EPIC's work comprices;

1. Direct services toc tusinesemen, and

2. Independent and supporting activities to accelerate the flow
of export development apd irvestment projects and to facilitate
their successful implementaiion.

The specific functions assigned for ihe Tirst phase of LPIC's

development are sumparized below:

3 et Services to Dusinessmen
1. Advise (directly and by referral ) concerning identification,
evaluation and exploitation of export development opportunities w
involving, for example, new markets and new or improved producta.

2. MAdvise (directly and by referral) concerning identification,
evaluation, and exploitation of inveatment ﬂppnrtunitiaa.l_ﬂ/

14/ 71T is obvicusly true that many ‘export develomment" projects involve

substantial investment in production facilities, product develomment,

ete. Similarly, many "investmeut" projects require the development of
external parkets to achieve viehility; thus such projects are conceptually
little different (if any) from their export develorment cousins.
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Assist ir obtaiming inforsation (direcily and by identifying
sources) ard in arranging conmtacts with appropriate public
and private officials.

Apsist 1n obtaining required tecknical expertise e.g. for market
or feasibility studies.

Ansist in locating trade and invesiment partners (locally asd/or
overseas )

Assist in obtaining neceseary official approvals.

Assist in obtaining legally suthoriged incentives and/or
in resclvirg adminiatrative problems.

Within policy and budget limitations, make discretionary grants
to businessmen to subsidise ourvey missione, feasibility
studies, market analyses, or for other appropriate purposes

to directly facilitate investment and/or export expansion.

umH B: W«lﬂt and hmﬂ%g Teales
. nacessary measures to ensure an adequate [low

3.

quantity and quality) of investment and export expansidn projecte
the idea stage to implementation.

Identify arnd monitor those activities, e.g., infrastructural
and “supply-eide™ projects, which will bave favourable direct
impact on investment and sxport development. Urge the adoption
of means to scoelerate such activities where appropriate, and
sncourage prompt use cf developed rescurces tosards fulfillment
of the Centre's objective.

Monitor the climate for investment and fer export axpansion.
Prepose and/or work with responsible agemcies for sdoption
of incentives and of seasures to remove chbstacles, facilitate
eredit andi imsurence provision, sisplify procedurss, and
geoerally to ensure that the climate is optimum.

Publish and/or make available “investment guides™, trade
directcories, ulletins and otber documents useful in fulfilling
the mission of the Centre.

Selectively conmtact businecesen and officials in Cousiry X
and abroad to make known existing and poteatial opportunities,
$c invite their intereot, and to obtain action commitasnts.
(Includes fairs and exhibitions and advertising as well as
direct contacts. Hay involve discretiomary "survey graste”.)
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6. Make available the Centre's axperience and expertise to
govermment planners aml policy makers for the avolution of
development objectives and programmes, and to support negotiation
of internationel agreements affecting exporte ard investment.

T+ Arrange for and direct the services of consultnts and other
technical experts as appropriate to supplement the Centre's own
resources in carrying out the prescribed functions.

8. Dstablish and maintain relationships with appropriate bilateral
and internatiomsl orgenisations to obtain optimum bensfit from
services offered.

2.2 (Organization and Staffing

T™e initial organization prescribed for EFIC is shown in the diagramme
below. Overall direction of the Centre is in the hands of the Director
General. It is he who must establish top level relationships with other
governmental and parastatal organizatiores and whose judgement must prevail
when questions arise concerning the political feasibility of action proposals.

The Director of Operations is respomsible for day-to-day direction
of the Centre's sotivities. He will also participate in negotiations
and deliberatione to which his senior ptatus and experience may best

The Project Officers carry the extensive workload of "direct
services" (Group A above). In mddition they may be asaigned tasks in
the "independent” project generation and promotion activities (Groupe
B-1 and B-7 above). A feature of the Centre is that no rigid orgesnizationsl
distinction is made betwean "export™ and "investiment” functions. This
measure has been adopted to emsure the closest poseible internmal coordipation
and the best use of EPIC staff, since export and investment activitieas are so
closely inter-related. In selecting Project Officers for EPIC, attention will
be paid to obtailning a suitable "mix" of experience sc that nesdsd specialtiss
are available (see appendix). Assigmment of individual Frojeot Officers
to specific tasks will match individual skills with the task requirements.



EXPORT FROMOTION AND IWESTMENT CENTRE
. WINDOM "SELF-CONTAINED" INITIAL ORGANIZATION (Phase I)

;W
| Researcher
| Ssasistioian l

t
.
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The Programme Director is reeponsible for the execution of "Group B"
tasks with the assistance of the three specialists shown, and with
the collaboration of the projeot 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 assigmments due to abaences,
ate.

Twenty-four e are shown on the diagram. Assuming that oix of
the professional will be furnished by technical assistance agencies
(see section 4.1), this means that eighteen must be recruited and
financed locally. The diagrammed organigation may be referred to
88 a "minimum 'self contained' organization®., It is believed to be
capable of carrying out the assigned EFIC mission during the first
two years of operation. As the Centre's programme matures and as the
results become apparent, 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. Incluied among these
ng be the eventual establishment of overseas branch offices (see section
4.6).

The project officers will work in paire, one senior and one
junior man forming a team. New inquiries or independently generated
projects will be assigned to & project offiocer who will be responaible
for handling the matter until it has been completed, and for reporting
status periodiocally.

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

-

15/ Director of Operations, Frogremming Director, and four of the eight
project offioers.




-

EXFORT FROROTION AND INVESTMENT CENTRE
SYELETON "PILOT OFSRATION™ ORGAFIZATION

i —
| Director !
L-—n.-—-—--
| Searetaries (2)
sl 1 " £)
1 .
Frogramme I | Project
officer | | Officers (3)

This approach could use otherwise lost fime jroductively in orgmnising
inforsastion and preparing initial cease files for follow-up. However,
Af the pilot operation were allowed to exist for more than about four
socths without sutetantial re-inforoement, sericus problems would arise
because the businessmen who approached the Jentre weuld oot be able to
secure affective service. The resulting frustration would be harsful to
evaryone's sorale and would have only negative results.

Pimally, it is definitaly exyected that the Contire's activities and
organization will evclve with time and gradually become more extensive.
The following diagram represents a logical extrapolatior of the services
and organization specified for the initial phase of operations. The
phase II organisation indicated would be approximately double the wize
of the initial cperation. Hut the disgram should be considered as
illustrative only, sinoe actval operating experience will have to be
accumilated before & second phase operating plan can be prepared in detail.
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Progress
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% Refers to those development activities deeme! to have substantial impact on

EXFOST FROMOTTION AND INVESTMENT CENTRS
PHASE 11 ORCANIZATICN (ILLUSTRATIVE)
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cxpurt and investment progrese, as well as the trade, investment, and production

indicators themselves.

(E.g+ key infragtruciural, agricultural, and tourism

projects will be monitored as well as direct trade and investment activities).



S s e —
a d

h'*?

E/CN.14 /1% /200

2.3 The Export Promotion and Investment Council

In addition to the Centre, creation of an Export Promotion and
Investment Council is planned. The Council has twe functions: first,
to afford & high level communication and co-ordimation wehicle for
the national erport and investment campaign; and second, to provide
policy advice and support %o the Export Promotion and Investment Centre.

The co-ordination function is an extremely important and potentially
powerful opne. [t is intended that problems emcountered in carrying out
the export promsotion and investoent campaign, and which cannot
be expaditiovsly solved ctherwise, will be trought to the Council with
specific actica recumsendatiors. Action commitments will be sought
from members of the Council having cognizance in the matter conocerned.
(such problane could concern decision making delays or contested
adminictrctive rulings, asong others.)

As pecessary, members of the Council may be asked by the Chairman
to serve or permanent or ad hoc committees formed to dsal with particular

problems of inportancc to SPIC's operations and/or to the national campaign.

The Council is a mired publio-private body with the following
membership:
Minister of Commerce and Industry, Chairsan
Director General of EPIC, Executive Secratary
Governcrs, Fational Dank
Plamning Director
General Menager. Techuical Group
General Manay v, ational Benk of Ccmerce
Minister of Timance
Chairmas, Te-iff Commission
Director, Custuss Bureau
Minister of Azriculfure
General Keragsr, Dovelopment Bank
Gensral amager, Touriem Development Corporation
BEmmcutive Socretairy, Batiomal Commodity Foard
General Manrger, Natiomal (rain Board
Cenerel Manager, Mea: Poard
General Mamagsr, Haitural Resources Holding Company
Secretary Gereral, /ationzl cChambar of Commerce
Secretary Oeneral, Provinoial Chamber of Commerce
Twelve privete sacior members, selected by the Chambers of Commerce
from ameny leading tusinesemen who are active exporters, industrialists,
or are otherwine a2ctive ir the export and investment area.



Neetings of the Council will be held at the discretion of the Chairgan,
with the frequency determinsd by need. I¢ is expected that quartorly meetinge
will be appropriats during the developmental phases of the cempaigs. 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 seabership
on the Council is specified.

2.4 gg Decision-making Process Fx

In accordance with a previous decision of the Council of Rimisters,
EFIC is established within the Ministry of Commerce and Industry. Its -
Board of Directors will be chaired by the Minieter, and a esignificent
portion of 1ts cperating expenses will be provided, st least initially,
via a8 udget allocation from the Ministry. The Board will approve the
anmual work programme and tudget, and the appointwent of the Director
General and the Director of Operations. It will comprise the following:
Minister of Commerce and Industry, Chairman
Director Oeneral of EPIC, Secret
Director of Operations (mmtiﬁ
Minister of Finance, or Designes
Minister of Agriculture, or Designoe
Plamning Director, FLANOPS
President of the Matdonal Chamber of Commerce
Cenaral Manager, Development Pank

In additior to the "statutory" funotions mentioned above, the Board
has a crucial role in the operationmal success of the Centre through
individual sctions of its members which affect the Centre's work. Their
collective support in such other bodies as the Ministerial Counoil is
also crucial.

The Bvard should meet fregquently, probably momthly, at the
discretion of the Chairman.

The Ministry's axsrcise of its statutory functions related to
policy determination, licemsing, and registration, inter-alia, as well
as its own ludget approval procedure, will provide additional key decision— .
saking links with EPIC.
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3. PACTLITIES AND FINANCING

3.1 TFacilities

For the main part of the organization, facilities will be needed in
the capital. TFour private offices and fivo shared officee will be
required during phsse I, plus space for secretaries, copying equipment,
oconferences, ard a library.

Discuesions have been held concerning the acquisition of space in
the Mational Chamber of Commerce building, but nothing has been decided
a8 yet. A physical location ir the Chamber Erilding is highly desirable for
co-ordination purposes and for the converience of businessmen. (In any
case there is no space availa™'= in the Ministry itself.) The Chamber
location offers the further advantegs of allowing joint use of the Chamber's
library and conference facilitiess, which would impose added expenses
elsewhere. Discussions with the Chamber «ill be pursued.

A field office comprising a ‘eam of two project officers will
be established in the main provincial centra. Facilities are available
there eithar in the Chamber of Commsrce Building or in the premises of the
repregsentative of the Ministry of Commerce and Industry.

3.2 BSources of Finance

Five sources of finance hawve besn identified for EFIC. Thess are

sumarized below:

ﬁpﬂ allocation: ~The Winistry has budgeted a regular allocation
for ' ﬂ the year 1572 this allocation is §100,000. Future allooations
are expected to be adjusted, dependi.g upon the proceecs from other funding
sources, and upon the Csnire’'s budgstary needs.

Trade Promotion Fund; ~The Trade Promoiion Act of 1971 Section 45(2)
authorizes the creation ~* = Trade Promotion Fund. This Fund, when established,
will be earmarked for use Ly the Centre, as a part of the financing for its.
regular progremme of work; subjeot to normal EPIC “udgetary and programme
approval . The minietry is suthorized to "declare the importstion or
exportation of any grods to be mnhjent te gerertl or spacial licences
and presoribe the comditions and 7ees payable for the issue of such licences."
Twenty-five per cent of wny such fese pgoes into the Fund, acs one of its
sources of financs.) It is nol possible yet to estimate the amount or
timing of reverue to be avm=ilalle from the Fund.

Wﬂnntrimﬁom: ~The National Chamber of Commerce will give
eympathetic consideration to the proposition that the Centre be accorded
the use of approximately one-nalf a floor of space in the Chamber Building as
a contribution to its operations. BSimilariy, the Provincial Chamber would
like to see tho provincial operations of the Centre housed in its faciliteas.
It is also expected that o number of the leading parastatal organizations
will agree to make ocash tudpetary c-ntrilutions.
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Technical Assistance: — ke indicated in Ssotions 2.2 and 4.1, a mmber
of otaff personmnel will be requonted “rom one or more tochnical assistance
organisation(s). The aggresmts amourts of cuch aasistance tc te requested
will probtably be betwean US§200 000 aml 300,000 per year depending upon the
mource(s) ard upon the resultis of preliminary negotiations. The assistance
will na-;n-iu mostly expatriate parsomnol coets and related travel.

-Experience chows that fee ricelpis from an enterprice such as
EFIC Eﬁ‘m rot bo budgeted at any apprecistlo figers, if at all., TFees are
usually established principally as a davice for saleotiwvely controlling
the use of manpower resources in certain service activities, and io restrict
unessential distributicn ¢f publications.

It is & goal of the Ministry to arrangs for EFIC to be financially
self-gufficienty 1.3., to have .o mspursd source of locome sufficient to
meet ite ordinary needa. The Trode Fromotion Fand may come close to providing
the needed independence, if it is carafully designed. An amount of approximately
0.25 per cent applied &z & general lovy on imports would produce
reverua to support the Centre and ite event overssas oparations.

3«3 Cost of the Centre

Initial budget satimates for EPIC have been prepared, and are
presented below in three exhibits: a salary schedule, the recurring
expenses eetimate, and an estimate ol the initial outlay for office
furnishings and egquipment. The operating cost of the Cantre, excluding salaries
and travel expenses for expatriate experts ioc be coversd under technical
aseistance grante, is approximately (135,000 per year.

Balaries have bean eetimated at ralues intended to be sufficiant tc attract and
retain qualified staff ss specified iu the appendix. The training and experience
which staff membarn will obtain will make tham attractive to the private sector;
accordingly, good people can only be retained by paying competitive salariss .

(It should be emphasiged that the reasopablenses of salary estimates shown
has not been axhasustively verified. This will roagquire consuliation with a
fow selected busineasmen. )

'IE? Te principle of this move is that imports should bear the fimancial burden
of developing exporta to offoet them, including the development of related
inyestment projects. At the samc tims, imports of materials for export
products should be sxempted.



Director Geparal .. soe  wvs

(2) Sscretariss ons oes
AMpinistrator .o ses sus
Aooountant ... sss  see  ese
GIAE ase +es oos enme ens
DFAWEF co  <os  ses sse see
(4) Secretaries/typists
Publications Officer ... ...
Programme Officer sss wes
Statistician/Research 0Officer
Senior Project officers (2) ...
(2) «eo
Project Officers (2) ... ..o’
(2) oer  oea

i
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Nomthly .- Amual

Avg:110

300
300
250
300~500

200-300

5,600
]
5l?m'
6,000
3,600
2,400
600
5,260
a
3,600
3,600
3,000
7,200 =12,000
&
4,800 - 7,200
2 1
555,440 -62,640

v

% Salaries for expatriate experts to be determinad by donor agencies.
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EECUERING BUDOST
(for firet full year of operation)

Salarias (ereluding expatriate experts) 55,440-62,640
Travol and sulwmistence allowances (excluding

sxpasricsts oxports] 8,000
Office 9PAOE «an ses see ses sse  wes 5,800
Teleptons, telegraph and pootage ... «.. 2,000
B0 8] Teriodicals  cee see  ses  ves 12,000
Offios smpplien den san sas ene ‘ewd 2,00
AMvertisirg and PUblISItY .ee see ess 2,000
Consultact Toem ibm  see  mes esE  eas 30,000
Discretionary grants ... <ee ses  sss E,000
FPaire apd exhibitions «ve see  woe  wos —
Contingencies Sve _anh  aea WA ChEN 2,000

#128,440-115,640

FURNTTURE AND EQUIPMENT ESTIMATE

(2) Brecutive officea st Tgae wee 2,000
fmoretariss' office (2 secretaries) ... 1,200
Admiy iatvator's office s  wes see 500
Acecuntant & Merik's office (2 men) ... 8co
Secrotarial office (4 mocretaries/typiste) 5, 000
Programe Jirector's office ses  ebe 500
Peogrammo office (Jwem) ... ... .o 1,000
(4) Project Cfficers offices (2 men each) 2,000
Contingercies ... «ss ses  sss  ass 3.000

§16,400
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4. SELECTED SFECIAL TOFICS
4.1 Technical issistance

As indicated iz section 2.2 it is planned to include a mumber of
expatriates amons the key staff members cf the Centre during its
formative initial stages. The services cf these officars will be
sought from technical assistance a@encies to be salected by the Kinistry
after preliminary discussions and evaluation of interest.

The gquestion whether such officers should be advisors or sbould sct
directly is a key cne. The question was resclved in favour of direct
participation as the most effective way to ensure very quick opersting
effectiveness in a competitive field where faw nationals possess ready-made
background, and tc trein local people rapidly by exampls and on~the-job teamwork.

It is planned alsc to maintair a close consulting relatiocnahip with
ECA experts in the Africa Trade Centre and in the African Investment Centre.
Aditional epecialized missions, as well as training assistance and other services,
can be requested as appropriate from the International Trade Centre, Oeneva,
and UNITO in Vienna, among others.

4.2 The Programming Activity

As the operationsl focal peint for the mational export promotion and
iovestaent campaign, and as secretariat for the Council, EFIC is sxpected
to idemtify, monitor, and report om the progress of at lsast the principal
activities which affect the campaign's results. Comseguenily the programming
unit of the Tentre will periodicslly prepare a "Programme Flan" document for the
Eational Export and Investment Development Campaigr. The Plan will deal with the
principal activities expected %o have important impact on the results of the

The scope and mature of the activities intended tc be covered in the
campaign programee plan may be seen from the partial 1llustrative listing given

below:

PROJECT/ACTIVITY COMMENT/ANALYSIS

Enﬂ.tﬂn

= Hides and skins standards - Major increase in export value
- Btockroutes = Frovide more and heavier animals

for export

Demonstration Project
- fapeseed for export - MNew production being considered
= Project staff may organize marketing



-

PROJECT/ACTIVITY

Commodity Board
= Washed Coffee

= Co-opearatives
=5 o - Increased foreign exchange
Epﬂt:un of "high quality” ¢ coffes <y

Ministry of Agriculture
- Minisus Package Prograames

Righnay Rathority

CCMMENT/ANALYSIS

- Export potenmtial (?)

- Completion of lowlands route to
the port.

-~ Road completion to East Africa

- Drastic reduction in transport time
and cost

= Will allow switch from sea to rapid

land route
- Additional impetus to tourist traffie

Ministry of Marine and Ministry of

Communiocations
=Solution of loading delays at the - Bhould increase rumber of ships
port calling and reduce shipping time

Qgh_& infm-tmm-
power lopment - (Could provide large gquantities

(Responsible agency 7) of cheap power for remote irrigation

projects and related processing
without costly transmission linpes.

rt 1
no Promotion Fund . - Requires decisions concerning licenses
{mn-tq of Commerce and Industry) and administration
- Koy to fipancial stability of EFIC

- -’ i!l:].tlll. Y 1tems ﬂﬂm

export tax rebate, export credit
facilitation.

Additional items later

tional iations
tar

ifiec rt
Company
Fresh vegetables axport by air

ien Pro ts
= Hew Outlet
- Requires organization of production
under investigation bty Company

mﬂi - For expansion of present timned meat
Intensive cattle raising project exports by equivalent of 30,000
head

4 Gomn;f names withheld
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FROJECT/ACTIVITY COMMENT/ARALYS IS
Commedity Board ~ Increase revemue and employment from
Freesge dried coffee project quota sales

= Decision soon
Foreet Industries Development Study - Includes project identification to be
(2ca) completed 1/72
Mditioma]l projects later - Will include major tourisa projects

% Activities
Exhibitions
(Chamber of Commerce) details later

Trads missions
Details later

Joint actions with
diplomatic miseions abroad

Company c‘ - Under consideration by a major
Establishment of ﬁﬂg-lnt firm
Consul tancy Services - Would be A commercial supplement to

aristing resources.

Could exert strong leverage by
becoming familiar with local
opportunities, conditions, and
operating sethods.

In conjunction with task B-1 mmmhﬂnum
flow of investzent and export expansion projects, reference say be made to
section 4.4, "Source of Projects to be Fromoted™. It is alsc to be noted
that & rudimentary btut rether cosprebensive (in terme of sectoral coverage)
schese of project idemtification, evaluation, and promotion has recently .
been begun by the Development Pank as a means of fulfilling its own need to
find projects and project sponsore to finance. The scheme¢ has been serving
as at lsast a short tera subtetitute for & more f-ramal industirial
activity. EPIC will want to co—operate with the Development Bank to
oarry the approach further, refine it, ard participate as appropriate in
the broad thrust of the activity, which is tightly focuseed on bBringing
together specific projects and qualified participants.

Formation of & "project generation task force", involving a few other
organigations as well as EPIC ard the Development Pank, 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
methoda of measuring and displaying induetrial perforsance and trends.

% Company name withheld.



4.} Co-ordinmation With Other Organigstions

As & top priority order of business after its inauguration, EFIC
will have to cotablish direct working relationahips with a pumber of
other organisations already active Lo the lrvesiment and sxport fields.
These include all of the bodiesm represented on the Counoil ca well as some
additional agenciesn.

M sttenpt 1o nade ir thip dooument to detall the relationahipe, but
their importance (s strongly enphasiped. Jor erample, arrangemente whereby
the Chagber of (hmoorce contimies ite 4raditions]l sctivities in the fairs
and exhibitioms fleld and the metting up of mechanioms for eatablishing
further areas of ccllaboration with the Chambar aro highly important. They
will allow EPIC to compenmirate ite limited resvusves 1. other flelda. This
svoidance of duplication will i1noreAse the impact of the cverall system.
Similar reasoring con and will Lo applied to many other relationshipe.

The sace principle applies to international organigationa both
with respect to obtainirg services, (ser mlac "[echrical Assimtanca™,
section 4.1) and for the urpeses »f supporting Uoua*ry X's negotiation
of trade and investmen! agresments. For erxanple, tha conclupgion of
conorets arrangesento with the sub--regicnal economic co-pperaiion organigation
will become extrenmsly urgent as scon as ths iptermational roed improvement
project is completed (wcheduled for 1974).

4.4 Source of Projecis to be Promoted

Mo provision has been made in this phase ] gperating plan for the
EPIC staff to engage in the preparation of fearibilisty studiea, detailed
sarket development projects or other specialized techniocal werle. EFIC
will te staffed “o interpret, svaluate and arrenge for the translation
into physical projscts of detailed technical work performed ¢lagwhere.
"Elsswbara™ at presest inciudes the Tz=chnical Group, various winistries
and parastatal bodiss, asd thair consultants (oficon provided by technical
assistance agennies ).

For the sowent there exists a large backleg of stidies performed
over the past oir t{o ten years, whick may stil] be capabla of stimlating
investment and export expansion mrojects. Preliminary work Fuggeets that
there are indeed & mumber of sindies in this catsgery, axd BPIC will do ite
best to ses thai all available tepefiss are derivec from the tremendous
imvestmont which the stocicpile reprosents. The Development Benk is
presently active in this area and EPTC will complesent =xd support the Bank's
activities ap appropricts.

In addition, there axiets & backiog of projects in the ainds of
businessnen al sctive in the country. (Several bhave been referred
to in Section 4.2.) Ths extent ard ‘aportance of thic source remains to be seen
over time, tut somple dircussions during prepa~etion of thia plan suggest that
it bas major potantis]l and can be comverted %o live projects as a result of the
national campaign.

. Bl &
1
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EFIC will be competent to assist in the development of projects
from whatever scurce, via comsultanis and short-term technical assisiance
experts. It accepts responsibility for seeing that: (1) a pipeline of
projects in various stagee of preparation — from idea tc implementation -
exists, and (2) that quantities are sufficient o provide reascmsbla
confidence that economic expansion targets will be sttained.

At some point, perhaps relatively soon, vigurous action to "exploit
or discard” existing studies will exhaust the stockpila. Flans mast be
mada to replenish the stockpile or to adopt an alterpative yroject development
concept.

Wherever possible EFIC will sesk to tramsfer much of the fimancial and
technical burden of detailed project preparation $o prospootive investors
by eeeking their interest at an early atage in the project develorment cycle.
In many cases it may be possible to apply technioal mesietance grantis to
specific projects which have already aroused the interest of specific
prospactive investors. I1 is expecled that thim practice, where it ia
appliceble, will save both time and money compared with an alternative
procedure of stockpiling feasibility otudies,

Nevertheless, the related gquestion of increasing the technical
capability available in the ocountry for concentrated astiention on spacifio
branches of industry and eoncentrated work on the development of specifiec eaxport
markets deserves prompt attention. A major firm is evaluating the feasibility
of eatablishing a managemert consulting branch here. This could be of some
definite help if the firm'e evaluation results in positive action. Furthermore,
at least one banking institution is interestedc in becoming partially self-
sufficient technically. A specialized technical erganization could ba set
up a8 a division of EPI(,as a separa 2 entity, as an i1 'msion of new resources
to the Technicel Group or as & re—inforcement of the Developmonl Bank staff.
There is a stronz case for beginning immediately to build up the existing
technical cadre. But a gosl of self-sufficiency, either general or for major
sectors would probably lead to unahppy results compared with a policy of

Eiciﬁtig in, m, and evaluating work dons largely outeids the official
institutions, ;

There is little doubt that additional technical assistance for such
8 programme can be secured, provided that the proposed means of organising
and directing the activity im judged to be consistent with results.
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4.5 Publications

The Centre's publicaticns programme will of course be developed gradually
over the firet year or twc of cperaticms. Newverthelsss, ceriain docusenta
from & kay part of the Cemtre's teols. EFIC will prepare only those
docupents which camnot be feasibly cbtaimed elsembere. An iritial listing of
pablioations which will be moeded - and existing sources if knowm - is givea
balow:

TIPS OF PUSLICATION SOURCE/ COMMENTS
List of impoeriers/exporters and products - Fatiosal HSank of Commerce (Ammual)
= Chasber of Commerce (Ammual)

Investor's Guide - Chamber of Commerce (1369)
- Developgent Bank (im publication)
l_ﬂfﬂm‘l}ﬁfmm; - "guide o Comperny Registration
regulations ard taxatios™ Chazber of Commeroce,
Susmary (or text) of pertinent 1572
ntives - of Fipance Documant

"facilities and Arrangements
Applicable to Approved Foralgn
Investmari™, 1971.

Directory of mamufacturers = Chawber of Commerce, Jamary 1972
- Wirdetry of Commerce and Industry
Map and guide - Tho ocapital only);

¥inistry
o i | Meiresy s

910
Customs reg lations and rates - Juctoms Burean
Mrectories of ovarseas contacte for = Various sourcas; includes EOA
trading partpers eénd for prospective for investmont comtacts and mumerous
investors jublished dirsctories for trading
ccutacte
Btatistics - Verious scurces; inoluding

Central Statistica COfflice,
Eticnal Bank and Metional Bank
of Commsron

- Statistical Digest, March 1972
thaater of Commarce

Cther publications; e.g. progress
reporis, newsletters, work prograsmes - To be prepared Ly EFIC as neaded
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4.5 Overssas Operatiops

The questisn of oversedas operatiors is oze of grest isterest and

; « (m toe one hand the eaxport and investment fisld is
so competitive that persopmil comtacts ovorseas forw & zajor element in
the develojmen. campaigr. (n the cther bhaod, overseas offices are costly
and the grobleam of effective stafling 1» yery serious.

Presantly oth fer sxports an! for lsvesiment projecta, the principal
conmtraimt is oz ihe “supply-eide”. In other words there lo a tacklog of
sdpinistrative shangss, imcentive ad juotmente, progeame development, aml
implementation vhich ma® temporarily =sceive priority ae cospered with tbe
purely promotional asjyocte of the campaign. When the pipelire i mere mearly
full st this end, overseas contacts will degir to beccor the sticking peint;
In other words, sces "homework™ needs $o %e dope before spending on overseas
offices will be justified. For row and is the ipwsdiate futura, it weuld
probably be a weste of money tc establish overseas facilities. It might even
do great haim, bacavse prospective investors/trading parimers would not €imd
r:ﬂl': X's institutional systsm well prepared to satisfy their arcused

ereut.

The programme of sstablishing sversess offices is therefore deferred
for at leant & ywar until the wey has peen jrepared for their effective use.
. In the meantine, alternallve short-teom arprangements such ss the use of
specislised misoiono and Lhe use 0 comsercial attachés abroad vill be
considered .17’

4.7 Discretionary Incentivea or_imsistance

As a pat of (zs role in the mavional export and inveatment development
campalgn, EPIC will, withins bodget and policy somsireints o e astablished,
undertare a programme of discretiomary grents ‘or purposes such as the
following:

(1) t& msaist an expartar te sssees and/or develop nov markete
i for hiz sxport products)

. (2) te asciot ¢ pamifaciwrer to develop mow or modified products
for export aarkets or to eslalllsh packaging or quallity comtrol
techrigues to improve the accoptability of bis preducts 1n

- export maTkets;

[" (}) to salsidize irvesiment studies - undertaken for the scoount

; of & cpscific gprospeciive lowestor — wbich have a high probabllity
of lsading t~ mow or incresoed productive invesiment (especially

those incorporating erpert potential).

L attachés are prescntly aspigned at the fallewing aversens
n emtasciss (later).
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4.8 Periodic Reviow of EFIC's Bffectivenssa

An outside review of EFIC's activities will bw sought periodically.
This will be peeded at least anmually at first, and may be one wehicle
for the BCA follow-up commmltirg support referred t¢ ir section 4.l.
The review will be problem-oriented, i.e., it will focus on areas whars
improvemertis are needed and will propoaec remedies. g

Since staffing is probably the single most critical determimant of
BPIC's success or failure, rovisw will include an amalysis of overall
staff effectivenssa and recosmendations to emhance parformance, including 3
progress toswards complets localisaticr. ‘

S5« IMPLEMENTATION PLAN

The aspocific steps of implemsntaticn are to be determined, based
upon further discussions within the Ministry. The following taaks, as a

mipisum, are logically required to be completed before announcement of the
Comtre 's inasuguraticn can be made:

= Internmal co—ordination within the Miniatry.

= Resolution of tudget "gap", including acquisition of voluntary
contributions and satablishment of the Export Promotion Furd.

= Neceseary formalitiss to allow non-oivil service siatus.

= Nogotiations with Chaabor of Commerce regarding office space and
related matters.

= Megotistions with technical mswistance agencies and recruitment of the
firet technical assistance sxperis.

= Selection of Director Gemeral and tha first national ctaff membars,
= Revision as necessary of thim document.
= Formal approvals 7
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INVESTMENT FROMOTION IN A NATICHAL DEVELOPMENT BANK

A8 & new institution, the National Development Bank (NDB) had relatively
faw preinvestment projects underway. In considering the question of business
development, executives had an opporfunity to choose between two approaches:

(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 investmeont programme. NKDB chose the second coursa. Jta
decision tc adopt a positive role was assisted by the fact that a large block of
the ingtitution's inveatible funds would revert to the original lender if not
committed by a fired 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 & gimplified industrial progremming activity. Well-sise
worksheets similar to Exhibit 1 were used to acowmlste display, and analyze
information on the current industrial situation. The data described existing
projects, those in various stages of commitment cr construction, and those
which had progressed only to the “paper study" stage.

A mumber of "imactive" study reports were found which nevertheless had
apparent merit. There were also a mumber of intuitively intereaiing project
poseibilities. Consequently, a Part Il programming exercise was undertaken
immediately. (Please see Exhibit 2.) A dosen project pessibilities wers
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 Caitle Production cnd
Processing for Export.") It was decided that the initial promotional effort
would concentrate on these six projects.

Lista of "high potential" contacts, both local and overseas, wera
preparéd. These were of two kinds: intermediate institutions such as
federations of industrialists, chambers of commerce, developmént {inance
agonoies, and assistance organizationsj and direct prospects such as mamfactur—
ing firms already active in the project fields snd thought to be prospects
for participation.

Concurrently, & general information booklet was prepared which describes
the bepefits available to investors and the attractions for
businessmen and their families who come io establish new enterprises and to
reside in the country. This was referred to as an "investors guide" (please
gee Bxhibit 4 for the foreword and table of contents), but it ls in reality
an integral part of the campaign to sell the country and its opporfunities to
seleoted busiressmen,

Tha "guide™ and one or more Specific project brochures tims foro a
complete promotional package to be sent 4o NDB's prospective project partnera.

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 contacte.
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Introduction

It is believed that an atiractive opportunify exists in this country
for the establishment of one or more integrated cattls production and processing
oparations for export. The industry has already begun to develop, but the
potent al is mo large that additional units are bslieved fully justified.

Structure of the Existing Industry

A half-dozen substantial meat and vegetable procesaing operetions already
exist in the country. Tha bulk of the production is cammed;, but chilled and
frogen shipments, particularly by air, are catching on and show very large
volune and excellent profit potentials.

fn indication of the present volume of meat processing is that meat canning
capacity ocurrently utilized and under construction is estimated at betwean 25 and
50 million cans annually.

Ercept for one of the existing enterprises, all of tha proesssing plante
&inply buy range cattle and butcher them. The animals typically lose a
considerable fraction of their body weight in being driven to marketing points
or abatioirs, 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 totel,
représents less than 1 per cenmt of the herd.

Hature and [,;nlﬁ.un of the Project

It is proposed that sstabtlishment of additional integrated production
and processing units be conpidered for southern, central, and northern locetions
to be selected in consultation with the Ministry of Agriculture and the Meat
Board. Froduction of- foodstuffs for a fettening programme has been shown to be
economical, both in studies and in actual practice. In combipation with haalth
cars measures (immoculation and parasite control), controllsd feeding greatly
improvee the yiald and overall economice of the process in addition to providing
an "automatic" gquarantine period. Consequently it is feagible to consider
the export sale [ frozen and chilled beef (agein already dsmonstrated as
practieal) in addition t0 & canning programme. Further diversification and export
marketing of sgricultural production is aloo possible.

At least one of the present producers is currently seeking proposals for
a joint venture to expand his operations and increase 'hroughmut by jintensive
livestook productien, including a fattening programme.



E/CN.14 /10 /200
Page 62

Project Economics

o copprehenoive operating apalyeiz or investmsnt detsils are
aveilable. The best testimony of feasibility is the expansion already taking
place in the industry. Huserous agricultural hy-products such as oil cake and
molasses are available to supplement normal field crop rationm.

As a roupd-mumber guide, 100,000 cattle per year at a fipished 1ive
weight of 300 kilos per head with 35 per cent yield would produce around 10,000,000
kilos of meat. Assuming BO par cent canned and 20 per cent mold in chilled or

frosen gtate, this should yield a sales volume exceeding .5,000,000. Additionsl
revenues is available from by-products.

The feed 1ot portien of such a preject wae studied by a leading Research
Institute in 1969. A copy of ihe study can be examined at the NDB offices.

Linkages

The presant project description ie oclosely related to n series of other
projects now being promoted. These lnolude the expansion of fresh and processed
vegetabla exparts, the production and export of frosem fish fileils, a can
producing factory, infrastructural projects aimed at fasilitating the availability
of liveatock at convenient marketing points, and a solvent exiraction plant for
high quality oil ocake.

Participati ired

It ie desired to asspciate with a well establlshed {irm which is
experienced in all phases of an integrated cattle opersiion, ineluding
marketing. The Faiiooal Development Bank will consider participation on itas
own agcount and will sssist in the location of suitshle loomi partners. Ais
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 suck a case, full technical
qualification of the new partmer would mot be cssential.
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Exhibit 4

FORSHWCHD TO THE “INWESIGR 'S oUIIE™

This brief "Investor's Cuide™ is i-tended as an introduction to our
country and tc its rich opportunities - cultural snd recreaticnal, as well
a8 business.

Our country offers polential sarksis asung the largest in Africa and sany
sdvantages en & base for Africar business developsont. Tie Natiomal Development
Bunk is therefore pleased to present the inforeation contained harein to pros-
pective inmveetors and to offer the Bunk's assictance for identifying,
evaluating and implementing specific projecta.

[ Signed ]
Jensral Henager
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PROPOSAL TOh ATIGHALIZATION OF INDUSTRIAL
DEVELOPRENT PROCEAMMING AND INVESINENT PROMOTION
IN “COUNTRY A » 18/

1. INTROIUCIION

Thers is a strong likelihood in Country A of direct ccmpetition
anong three partially overlapping and individually meritorious indastrial
development programmes. At least two of the progresmes will rely heavily
for sheir success on foreign investnent. 411 thres must inevitably
oompete for ihe scarce resources of expert manpower and govermmeat backing.
Unless care is taken, the competition could result in of the proe
gragmes baving sufficient resources to acoomplish its objectives. This
could easily mean foilure of g%, three programmes or, at best, loss of
valuable time while tne effort is reorganised and lost momentum restored.

This note ip irtended for coasideration and possible use in influenc-
ing tne course of events. Uis saggesied below there is at least one
approach whichk may achisve *“e full potential benefits of the programmes
and avoid destractive competitiaon.

2. BACKGEOGUND ; THHEE INVESITWENT DEVELOPENT PROCRAMLES

Country A is by far the most developed, though the least populsted
(under 3 million), of & group of neighbouring states. The recdrrent
budget has nchieved balanced status. Bat since independence in 1965 a
hoped=for wave of new invest-ant has not taken place. (The only signifie-
cant new project is a foreiga controlled tannery). It is understood
that the Govermment's poliay is 10 reduce ihe present heavy dependance
on & single source of sapital and managera by encouraging flows of invest=
ment frop farther afielc. .

A succinct definition of the investment objective seems to0 ba to
create jobas for 15000 new members of the labour force each year.
Althotgh Country A is agriculturally rich, wnd major agricultaral
expansion echewes are coming into being, these gunerally represent -
prodaotivity gaine (e.g. via :u‘npttnn} rather than expansion ia the
sise of the agrioultural work force. Industry ie thas relied om fo
provide & large share of the neseded jobs.

16/ Based on findings of an ECA investment promotion mission.
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S8ince the domestic market is mmall, capability for export ia sean
as a8 fundamental factor in identifying and evaluating possibilities for
new industrial investment. Fecause of a regional grouping Couniry A =
togather with its meighbours = anjoye ready accese %o & fairly large
total market. 8Ohe aleo recognizes the possibility of using this
"base" market as the foundasion for esisblishing economiocal production
for other African and extra—African markets.

To help achieve the objective,e"National Development Finance
Corporation” ig in final stages of formaiion. Ii is planned thet for
tne firet year or two HDFC will pursue "targesa of opportunity" from
o wide ranging list of potertial ventures compiled a8 & result of
extensive parsonal contmots over the paat few years. Many indastrial

countries are represented on the list of potanitial investors.

" A4 set of "modest" incentives for mew invesinsnt is being considared.
1% io understood that the level of these incentives will not approach
the level entablished by the Pionesr Investwents Aot and the Industrial
Protection Aot recantly adopted by one of Country A's neighboure
_(Country B)., It appears to be the judgewsnt of officiale in the
ninistry that the Couniry P incentives would be unsaitable in the
Country A enviromment becaue< they would greatly reduce govertment revenus
potential while &t the same time requiring the expenditure of public
funds for infrastructure and training facilities 20/, There is also
an understandable concern over the possibility of establishing "pri-
vileged" competition, based upen foreign investment and perhaps expatriate
managemant, which would make local small-scale enterprises inherently
uneconomic.

Initial "scoping™ of the situation by a UNIDO expert mssigred to the
Minigtry of Commeérce and Industry te propose long range industrial
programing 1s very interesting. While not yat completely drafted
during the mission'svisit, the effort was impressive for its simplicity
and clarity of concept, hamony with the oxisting sgricultural basis
of the sconomy, and asvelutionary pattern of interlocking develoments.

_;g,f Without endoraing the Country B approach in all of ite aapecta one
must oonceds that jobs are being oreated in an enviromment that
might not previously have been regarded as promieing. Indesed,
Country B's development corpurafion had an impressive array of
projects under active negoiiation during the mission's visit.
Perhaps there is a relevant coaclusicn to be drawnj visz,., that if
the target is to creste o certuin number of jobe on a given schedulae,
the tools employed %o create ihe jobe will have to be powerful
enough to atvirawt an appropriate awouni and quslity of invesiment.
If the predicted cost of such toclas is high, a conscicas choice
ought to be made between paying the cost and reducing the target.
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The wchome is concaived ap a five year developnent programme.
Its target is tc oreate jobe on the order of the nusber eatimated to
be needad. It is smbitious in capital 23d manpower requirescats. It
requires .a high degres of integration among certain elemoents of the
programmes MAlthough most of the !pvesthent will be private; some key
underlying portions are agricultural tpnese will reguire conocessional
loans, grants, or sabeidies. Large numbsre of expatriate experts will
be needed. The whole programme will probably axcead 200 pillien,
including roughly 15 per ceant infrastruciars lovestnent. The implementa—
tion proposal will probably inveolve s ceairal programme ataff and
sub-projeote assigned to eack important minisiry.

A very dynamioc smell-scale induptry projent headed by a sedior ILO
officer hea been in exiptence for only eightecu moniks bud has wada repid
progress. The projeot is converting a modent stake of §200,000 inte
a striog of specialised small-scals industrial sslates in soveral
parte of the coantry. A key to the project iy She provieion for technical
extension and business advisory services as well as coomon buying and
marketing faocilities. Thie project hus rsached a atage where success
is stretching the staff very thin.

Thae there are thras industrial develcgment programmes in Oountry A,
sach potentially of oruciel importence to tha eoconomy. The three are
in different stages of developmen®, tut they ars probably heading for
direot resocurces oompetition within six monthas, particularly in the
area of expert staff and official backing.

3. CUTSERVATIURT AND CONCLUSICNS

Based on the missions's cbservations and disuwsaions, the following
points are advanced as key jodgenents on which a strategy for action
shoald be based:

* 1) Three parallel indugtrisl developmen® organizations using
thde same hasic resourcey in Jountxy A are too many.

2) The emall=scale industry project mlready nas given mtrong
indications of building n succeswgful Yrack record. It merits
full support at this stags.

3) The quality of the comceptual plan oatlined by the UNIDO
expart 18 impressive. Tha main thrust of the plan - building
forward and siceways upon the agricultural bage of the
economy to tap "natural' induptrial yoteniials, and expanding
the agrioultaral base oe pezded to provide a baianced overall
programme - almost ocsrtainly shonld become the main stream
of Country A'm industrisl developrant.
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4., BTRATLIY FOiL FPEOMOTIRG xATICHAL [RIUSTRIAL LEVELOPNENT

A clear strategy, or s=t of policles, nesds to be ariioculated and
ased as the basis for dscisiors tc be teker during the next few years.
Toe judgesents expressed sbove lsad %o the Jellowang proposed policy
items:

1) Recognime the development corporaticn (NDFC) as the single
focal pn:l.l‘l- for industrial devalopmert
the small=gsozls programm=; which rﬂ,nir-u Hl oun
spec pod institutions.

2) Tansiet on building into the MDFU encugh managerial and
,technical strangth to find partners and negotiate agresments
according to an esteblished plan containing priorities and
based largely on the UNIDD oxport's schema. In other words,
EDFC's rele must encompacs Soth its present opportunimtic
approach to project selsction and tho wore systematio and
fundamental aprrosch now being developed. This shift also
requires a more complex pet of parfommance measmirements for
NDFC than tne obvioas walue of new invesitvents obtained,
oumbar of jobs creatsd, and vhothsr 1he corporaticn makes a
profits For example, = key neasure will be the degres te
which potentinl liskages are actually coaverted into matually
reinforcing projecis.

3) The major dezails of the plan, including priorities and time
phasing, should be established by the gouvermmeat, after ax-
tensive comsaltation vat. HNDFC. Yeasuremcat of EDFC's per=-
formance is aleo a goveromenlt tame.

4) Parely agriculiural elements of the plan (mot iacluding agro-
industry ), and infrastructure development pot direotly
supporting iadustrizl projecis, should be managed separately.
They muot have full vimabality both ic the custodimns of the
overall plan and to HDFC. NUIC must slpe Bave an effective
channel to influence schedule asd priority decisions conoerning
these related projzcis.

5« IMPLICATICHE FOE NEFC INVEASLIENT FROMCOTION MACHINERY

Here, in brief form, is an cutline of some key considerations for
equipping FDFC to play the stroog role deseribed in the previocus section
of this memorandom.
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5.1 Ragtions of the Corporgtion

For the "aoguisitive” activities of the corporation it is appro-
priate to identafy ike foliowing fanctioss (renenber that this is not
a complete liat of EIPC foncticns sinees 1% nits a host of technical,
managerent, and adnisistrative taska)s

= Interpret acd iaflcsnce the industrial developsent plan (which
incladse sxport targets);

= Putablish NDFC's own projecss and prioritiss %o iaplesent
the plan;

= Idestify and coatact prospeciive partmers/icvestors;

= Progote desired projecte arcd negotiate project plana and
investmant agreensnis consistont with govermmenti policies and
patiora] interesi;

= "Reprasent" investors in eompleting govermment formalities)

= Dofine and advocate changes if or additions to existing
policies (e.5. investsent and export iscentives) to improve
iovestment climate.

9+2 Orggodsation and Staffing

A classical decision must be made in organiping such complex
aotivitionm, A cholce muwt be mads beiween "veriical™ and "horisontal"
approachen; i.e., "project” orgamizetion va “"fuactional®™ organipation.

As a powsible guide o ‘thim decinion, there is p priaciple which is
frequantly used by succesaful bual.ess organizatione in determining the
"gorreot" pattern for & wiven situation. Lt calle for focussing apon

and simplifying the interface betw=es ihe orpganization and ite "oustomoeras".

As applied to NDFC, this meana that a progpective invesior should
ba able to look o a single senior individasl in NEFC as being know-
lpdgeadle in avary aspec® of his projsct. Smbolically, of coursse,
4bat individaali 1@ the Chief Execative of MDFC. HEut theres muost be
another official, a high—powered project officer, whose main task it is
40 be intisately familiar with the project. Hia job iz to “"marse"
both the project and the investor Jyow start T finish. BHe most have
the sxperience and stature %o be a leader in pegotiations. He must
alsc bave the techrical and gamagerial capatility to command respect
and to emsure that a project, as finally agreed apom, is a sound veaturs.

This individaal, for a givem prc 9o may be cne of several officials
titled *Vice President {Indastry Oreap X)* or "Director (Iadastry
Oroap X)." Optiomally, he may be called "Senior Industrial Development
Officer:”™ He say be sapported by oo or mors assistanta, bat his
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responsibility for the sicoaceful senclasion of a project ia total.
Clearly, this is a "projeci" oriented appromck. All bat the first and
the last of the functions listed above are inoluded. The other two
tasks are broad regponmibilities waich might well report in the person
of a sanior officer direct to the chief oxeoutive.

There is ons more key axecative for the "meguipitive™ functions.
He may be called "Dejutly Chicf Execuiive = Javelopment" or "Seaior
Vice President for Development' oy an ascuivalent. Thias man directs the
project officers and he is next to the Chisf Executive in rank. Hae
must be the powerful driving force behind the process of finding ine
vestors and concluding agroenents: He must have heavy negoiiation axe
parience, probably aes 3 pucceseful epspior project official in a similar
organisation or in the corporate devalopment office of an acquisitione
erianted manafacturing fim.

5«3 Overseas Hepreseniation

This sabject ralses a difficult dilemmas Co the one hand, how oan
ND¥C presant Country A's case forcefully, and show a prospective over-
seae investor that yeu are serious, witbout ealling en him in person?
(Country & is competing with osher developing countries which have overe
poas offices.) OUn the othes hand, can you afford to gapble two or
three hundred thousand dollarm & year lor overseas offices on & fledg=
ling programma?

There are sevearzsl possifle answerc. Ose reply is that the cost
is only two or itlree por ocent of the investment volame whioh must be
attracted apch year. This is g very nodest "finder'e fes," if the
offices ars succesnful. Ancther approadch ie to fipa al least a
temporary snbstitute for overseas offices — somathing that can serve
to get the progremme started at a lower coet. IHere there are also
multiple possibilitiec., ©Uns is %o rely on "misgions" ment to deal with
meveral poasiblo oppertanitiss in one country or aram during a coO-
centrated fime span. MAnother ie ko ofiar to pay a prospective investor's
sxpenses o vipit Country & and investigat¥e the opportunity in person.
A third ia to rely on commercial stiachds attached %o forsign diplomatic
poste. Each of these.has rathar obvious dravbacks, but each may play
a constractive part during early operationsm.

+

Yet another interim approach is 1o empley an overseas agent to
help find technical and fipanoiel partnsrs apsd %o assist in negotiationm.
Certain banks and investment houses bavz fommesd subsidiaries to function
in such a fashion. They will asually participate direcily or indirectly
in the fipancing and nay receive a share of equity in consideration of
their services.

Finally there is the possibility of joining together with other
statee to "pool" resources for effectiive and sccomomical overseas
representation.
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6. CLIMAT® FOE SOLUTICN

It would be most belpful if the initial staffing and financing
of NDPC were conducted with a view toward iae enlarged scope described
in this paper. (It is likely that the lazger ocope will ultimstely
prevail, becasee the probable alternative is fallure or stagnatiosn.)

A raticaal solaticn can be oblained, siace z1l of the participante

in the sitaation are capable apd dedicatad., What is necded is a
potent sponsor for ratiomalization., He shoule prefersbly mot be in

A pomition o appsar to benefit from implementation of a broadened
scheme, but he susi b= able %o stisclate disccesicn and articalate

the proe and cons. [e muet carry personsl weight ty virtae of his
present knowledge of the people involvedj and he most already hold
their respect.
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1.0 BACKOROUXKD : THE NEXD FOR ACCELERATING PROJECT DEVELOPMENT

te1 Introduction

This document describes the N.I.bB., Project Develogment Syestem.
Since N.1.B. is relatively new, some cloments of the mystem are them=
selves under development. It is therafore possible and liksly that
some ma jor and minor changee and additions will be made bafore the
system ie fully operationsl. Thig, then, is a prelininary description
and operating plan. The copplete eystem as conceived 6 date has been
putlined in thie dociumant ag 2 vehicle for interrs]l communication and
_discussion, as a baris for certain management decisions, and as an

implementation guide.

1.2 N.I.B.'s Munotionsl Organisation

The National Industrial Bank ceme into existence on August 10, 1970
y an Aot of Country D's Natlenal Assenbly. As a byief review,
N.I1.B.'s stautory objectives may be partially paraphrased as followst

In mocordance with national and economic development prinrin;ll

" =~ provide long-and medium—tery finanocing for a broad range
af developmeat projscts £/

- provide technicel apsisiance and advice to promote industrial
devalopnenty

= undertake cther necsssary or advantageous activities to
further ihe above.

N.1.B, is organized into four departments including Finance,
Operations, Hescarch and Flanning, and Administration (including legal
services).® Cperations is further sub-—divided into Bvaluation,

Follow-up, ard Fromotiown Divisions. Boih the Svaluation ind Frowotion
Divisions of the Operations Deparinent play important parig in the
development of projects in which H.I1.B. altimately investes. %Nasearch

and Planning ele= piny=s an active part, e.g. through ite sectordl "dtudies,
through follow-up of project studiss, and through the co-ordination

of ®ocial ané coapomic project evaluation criteria. Al

i@/ *(a) the development of nanufzoturing, assembly and processing
industries including industiries engaged in the processing of ;
prodacts of agricsltars, forsetry or fishing; (b) the develop—
ment of the enginsering, constraciion, sransport, tourist and
mining indastzi. - (o) ths davelopnent of large-scale corporate
agriculture, ranching, foresiry and fisning...".
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1.3 The Project Ievelopnent Gop

Although h.lj.ﬂ.'u pertfolic inpludes inveainm=nts in a nimber of
privately owned projects, 1%s main eliente are the parastatal organiza=
tions. The relationshipa cf the principal clients, their cognisant
ministries, and N.I1.D: are ghown in the diagram below:

-

N.I.B. - CLIENT

; | Flanning |
RELATIUNSHIPS e t’:gﬂ
'Ministry of  Niniotry of Ministiry of Minietry of |
Induetry |£gri.cu..11ruru ] | Natural . Touriem
Hegouroce
L | B | 1 4
| National In- | State Agrioul= | Wood Indag=  Wational® |
dustrial Da= tural Corpurg-1 tries 'Jor-puruJ ' Tourism Cor=
velopment tion (S.A.L0) tion (WICO; i ! poration
| Corporation - f(N.T.C.)
(N.I.D.C.) |

I N.l+Ds l
g 1

The initial back) g of loan application which N.I1.B, agsumed
whena it began operations hes shrunk to = carrent tdtal of 25 projecta
for a total requested N.I.E. participaticn of £12 gillion 21/, Un=
fortunately, only a minority repraesent ecoacnically attradtive projecis
as presently conveived. The devalopment plan for 1370-1975 calls for
an annual total of about 435 miilion of capital invesiment, of which
N.I.BE.'s contribution shonid probably be sboat 30 per cent. Applying
rule=of=thunt estimates of attrition ratez and application-to-approval
cycle times, it would be reasonable to expeot N.l,B.'s applicatiocn
baocklog to be much larger. It would have %0 approach twe to four times
the currant level inm order to yield thes required znnaal rate of
approved inveatments. Thus there im a serioug shortuge in the flow
of viable projecis froy the paraciatzl corporatione 1o N.I.E. Conversaly,
preliginary analysis of N.I.D. compilations of secloral and project
studies prepared during ihe lazst nalf-dogen years suggists that a
large potential backiog of projeocts exigis.

ﬂf Soarce: Work Programme, Cperations Department, 24 Febroary 1972.
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2.0 THE PROJECT DEVELOPMZNT STHATEGY: A PHAGMATIC APFROACH

It is acoepted as given that N.I.B. will not scon (and perhaps
nevar) command the resources o conduct substantial project preparation
work on ite own, or to fipnance and manage such work on contract. The
basic mysten of projeot development must therefore rely upon the
parastatal organizations identified sarlier to perform or manage the
bulk of the detailed preparation work. N.I.H.'s role is nevertheless
operationally important and strategically critical.

Based upon ite statutory responsibilities, and facilitated by
ite inherently central positican as approving and finanoing agency,
N.1.B, has eatablished a dual approach as its anawer to the project de-
velopment gap. N.I.B, will:

= act as a catalyst in the identification of potential projects
and in stipulating the follow-up of exieting sectoral and
pro ject etudies 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 or projected resources towards filling
the project pipeline with an appropriate number of projects
swhose probability of succeesful implementation is universally

high.
3.0 SRMARY CF THE PROJECT DuV.LOPMENT SYSTEM

The purpose of this sevtion is to describe the catalytio methods
and the specialized services whicl are applied to carry out the
projeot developrent strategy.

For oconvenience, the description is organised in three parts
which are, however, closely inter-related:

1) Pilling the pipeline (quantity)

2) FPilling the ripeline (quality)
3) The N.I1.B. Services Corporation

Together, the three elements comprise "The N.1.B. Projeoct Develop-
ment Syetem".
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3.1 1 the Pipeline (g tise

As indicated carlier the supply of preojecis ready for formal
financing application is not safficient t¢ mesi the developmnent objeo=
tives. MN.I1.b. aims to ptinolate the develogment of projects by ite |
clientea through measuren described in the following paragraphs.

3- Te1 I—ﬂ\'ﬂEt‘ﬂ“‘t Pr DM‘iVi H

The Operations Departaznt will work with clients separataly to
‘analyze the prospects of ihe existing loan sprlication backlog, bat
more importantly to evaluate sach client's owd backlog of projects which
have not yet reached the loan spplication etage., This will be done
within the context of a N.I1.D."investnent programming sotivity" which
will identify and characterice probable and prospeciive projects
likely to be submitted fo H.I.B. during the next saveral years.

A gquick guwmary of possibilities for farilhey exploration with
each of the principal perestatal clients ‘s given below:

- The desire currently is for sources of outside fisancing to sup-
port a ohain of westorn hotels and to pick up a nastional park project
which was abandoned by & foreign sponsor in pn advanced plenning stage.
Management participation will be aceepted, bat for strictly limited
time periods. An extongive giudy by a leading international consultant,
whose recent completion wac a year behind schedale, is the stimulus
for a co—ordinated tourisp developmen® plan %o be completed within
some monthe time with participatica by the Ninistry of Touriem among
others. At that time a3 nove compruhencive view of other forthcoming
projects will ba possible.

SACO = A number of projects have already been subnitted to N.I.B. At
present the Planning Yanager's post is vacant, but the Operations
Manager is doing doubls duty. The ex*stence of a large number of sabe
sectoral and projeci studies provides fertile ground for an N.I.B.
liaison officer or a consultant to aesist in laying oat or projecting
likely developpenta.

Some examples of projects at an sarly concepiual stage are
another tannery (since the presenily projected operaiions can process
only 600,000 out of 7,000,000 skins availsble annually) and a bere maal
prodaction facility. '

INC - Largely because of some recent porsoanel changes, IDC ie
temporarily opearating on day—to—day basis with respect tc she pro-
gramming of industrizl invest~ants and the preparation of projecte.
Attention is basicslly be:ng given to one project at a time to bring
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it to the point of reasdiness for submiesion to N.l.2. 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 eatimates of their rizes.

Some examples of projeots which will probably be submitted are
leather footwear; & garment factory in conjunction with the Prosparity
textile mill,and gpitchblende operation. In certain cases it may be
a subsidiary, rather than IDC itself, which approaches N.l.3.

It is expected that IDC will have roaghly §10 mlllion for equity
inveatmant from the forthcoming govermment budget allocations, and
perhaps another 10 millicn from internally generated funds. BSoft loans
from abroad are alsc expected to be available to complement N.I.E.'s
participatioan. A

3:1.2 N.1.b, Sectoral Studies

The Repearch and Flanning Departwent has embarked upon a programme
of mectoral eurveye whioch will identify possible investment opportunitiea.
The studies will be used to etimulate the concerned parastatal organica-
tions to pursue ldentified project ideas. Hesearch and Flanning has
recently conducted a rough study exercise in the forest industries area.

1t is planned to make all possible use of other organizations sach
es the Industrial Study Group (I8G) as a sourcé of technical work.
An example is Hesearch and Flanning’s receni collaboration with ISG for
ths coppleticn of a vegetable cil study. Haseargh and FPlanning has
also perforped a preliminary survey of the dairy irlastry.

3aTald Gatalxtic. follow—up of lentag Studies

Anothsr agtivity corceived and cerried out by Hesearch and Flanning
is the aocumulation and publication of lists identifying the numercus
studies performed during the past few years in various developwent
gectors. An extansive tabulstion has alresdy besn completed for agro-
related projecte. The document will be a valaable check list during
the investment programming exercims with S4CO,

Saveral more such listinge are in progress. Ihe one covering
induptrial projects (IDC mcope) should be finished within a month.

3.2 Filling the Pipeline i4Ynality}

H.1.B.'s experience, both with operation=l results of existing
prejects and wiih the evaluation of loan applications, has led to
some pragmatic mezsures designsd to help ensure that a project which
is approved in the future bas a high probabllity of sococeseful implementa-
tion. A very thorough and detasiled evaluation procedure has been
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developed with the assistance of an outside consultant. This procedare
serves very well for the N.I.E.'s internal parposes. Now in the
context of working with N.l.B, clients to inform them aboat ¥.I1.B.'s
evalaation stasdards and abcut the kinde of possible project weakressea
which will bhave to be avoided or cvercome in order to win K.I.B.
Approval, several siaplifying devices have been adopted to complement
the official evaluation masnual.

4+2.1 Froject Rigk Analyeip

Although much of the voluminous projeot documentation is parely
desoriptive, an evaluation report, even at a very early stage, often
plopoints "guesticnable" areas. are points on which the evalua-
tor feels that the project comcept or plan is either incomplets or
anconvincing, or possidbly opens the way for a serioss shortfall in
project parformance. Frequeatly such questions or objecticns can bde
overcome and ihe project thas made acceptable to the Hank, N.I.2.
wighes %o encourage sponsors to identify asnd deal with such points at
the sarliest possible stage of a project. This must preferably be
dona long before a loan application is sulmitted.

As a convenience in communiocating N.I.D.'s specific coacerns and
in establishing & dislogue with sponsors to avoid serious difficulties
at advanced stages of a project, N.I.B. has established = summary
report called a Project Risk Acalysis. The report is Based apon the
ese of an illestrative check-list of possible risk areas whick is sap-
plenented by the svaloator's judgement and knowledge coacerning the
project beirg evaluated. The susmary report form is reproduced below:
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PHOJECT RISK ANALYSIS, CLMEARY
(Jse narrative sapplements as necessary)

Prﬂjﬂﬂth " B & N ® 8 & ®p oE ¥ ®m @ twal“ltﬂrlo { B B B @ lnﬂt’.‘ln C |
Risk Element Ratting | Analysis/Comments
S Symbol
BARKET

Size

Availability

Dstribution channels
Harketing cost

Styla

Protention
Competition

Other

FRODUCTION
Haw materiala
Labour
Tachnology
Infraatructure
Location
Cost
Plant construction
foheduling
Quality
Capacity
Othear

MANAGIMENT [ FINANCE

Perfomance regord

Balanead taam

Adegquacy of finance
Trainisg provisions

Contract terms

Motivation

Supplier incentive
Profitability

Booial and political factore
Other
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Rimks in each of the listed areas will be rated in accordance with the
following acalei

Sevare = Apparently unacceptable

Borderline =~ Heeds discuseion, may require n response
Low - HNo objections raised

Iroemplete - Data mliseing or inadsgqueie

NA = Iten does not apply to this project

It is expected that the sducational programme described below in
Sectiod 1.2.3 will greatly reduce the pumber of challeges raiped a%
the time of sobpission of a loan application.

As suggested by the rating key listed above, a risk rating of
8; B, or I on any element requires a response from the projact sponsor.
The variety of problems and pomseible responses it too great to
tabulate; and common sense il the basic guide to acosptability of a
rasponse. 1o any ocasse the sabject will receive subastantial ocoverage
during the seminars desoribed below. An exampie 18 alno given heras
for illastration (it may be somewhat overdrawn for upnelil}

An 8 ("severe") rating may bs applied undar %43 "supplisr incesntive"
slement when the prodnction oguipment is to be furnished by an organisa-
tion considered not to have a substantial stake in the project’s long
range suocess. This rating may be assessed even thoogh tha supplier
has agreod to & minority equity position in the projeot, if it is
though® ponsible that the value of his "equity™ may have besn added to
the aguip-ant Crios.

The beat regponse %to such a risk ascessment would probably be to
pecure as a4 substantial minority participant un organization actively
engaged slsawhers in the 2awe line of bDusiness and for that partner
to endorss the ¢Quigment supply arrangemunis. Since even thia precaa-
tion can be d=fuated through collusion, it may be approyriate also to
asnslder come fomm of "ineantive sontracting" arrange~snta. For exagpls,
a parcentage of the payment could be withheld pending production verifica-
tion of ocutpul, quality, asd reliability. Only ingenoity an negotiating
realities limit the variety of such contract clauses. It is well to
place majcr ewphasie on the participant’'s reputation for fairpess, howaver,
because litigation can seldom rescue a project that hae gone "scur™. Bat
proposing protective clauses nay bring io light aowe unsorupaloar cperators
masquerading 28 investorn.
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3+2.3 The Seminar Programme

Interviews with officiale of the prarsipal parastatal clients
suggest that the "vieible" element of N.I.E.'s Project Development
System will be walcoped, but with varying degrees of enthugiaem. Uhe
Tesponses can almost be prediocted from the situaiion summaries included
in Section 3.1.1.

It ie suggested that emphasis not be placed on the integrated
nature of the N.I.B, system when disoussing cooperative activities
with the cliente. In order to encourage a free flow of cooperation,
the several elements - principally the invesiment pregramming and
risk analysis activities — may preferably bte discussed mainly in the
context of the benefite these confer upon the client organiszation.

As will be smeen later, certain further services concerrming technical
assistance coordination and project promotion advice are also to be
made available. In order to assist the introductiop of E.I.B.'s
procedure and services to the clients, it is plamned to offer a series
of seminars to the staff of eaca of the cliant organizations. Although
details are yet to be worked out, it ip tentatively plamned to conduct
a brief introductory session for executives followed by a longer
training and disoussion session for project officers. OUne or more
follow—up sessions would be scheduled as needed to deal with difficult
points or to elaborate additionzl features.

Such sessions will be scheduled in such a way that the result
of one session can be used to better preparse the naxti oms.

3u2e4 The Toxvpet in Oomtuy B Bocklet

Another service which N.I.B. will provide for its clients is the
preparation of a bocklet which presente the general case for in-
venting in Country 1. Bince somd investors have recently shown
confusion over the political climate for foreign investment, it is
believed that a brief dooument 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.l.B5. bas and will continue to develop extensive contacts
with organisations which may be helpful oither aes socurces of
technical amsistance or as coordination points. Contaots with the
sectoral ministrice; Devplen, I8C and a mumber of bilateral and
international assietance agencies are already well developed. A few
such organisations with which additional contaots may usefully be
explored are:

- Ewport Promotion Bureau, Ministry of Commerce
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~ African Investment Centre, Hooncmio Commission for Africh,
— BIFIDA Investment Company, Ceneva.

33 The N.1.B. Services Corporatisa

The concapt of a service subsidiary built around a range of
managenant congulting services ana including among ita offerings the
provision of oomputer software services has been already brought to
life by N.l.3.'s Pipancial Department. There is no doubt that such a
resource codld have an important beneficial Impact on the operating
resulte of existing anterprigesn and upon the quality of new projects
being implemented. There io a great need for the kind of pervices
desoribed.

Furthermcre, N.1.B. is a very logical sponsor of, and partici-
pant in, such g venture. In the project programming, preparaticn,
promotion and implementation areas, staffs cf the parastatal organiza-
tiona are oritically short and i1 ie unlikely ithat they can soon
davalop the multiple ocadres of axperts needad. Théy can also use
assigtance in operational matters. All of these areas vitally affect
the paocessful discharge of N.I1.3.'e responsibilities and its long
term finanoial health. In addition there is reacon to expect that
clients would accept (andpay for) aesistance froy an organization
sponsored Yy H.I.B.

3.3.1 The "Pail-Safs Approack"

Several different arrangesents are poesible: - The approach presently
being explored is describec below. It is characteriszed as a phased
"fail-safe" approsch which will allow a natural evelation over n‘buu't

a two—ysar period. Thas there will be time and opportunities to take
mrﬂctiw action as naoded, or io drop the project withoul seriocas
loes or embarassaent.

The esveral staps ara aa fnllowa:

tep 1 = A broad—vased management coasaltant fimm is recruited by the
Operationa Department to participate in the phased programme. Two
representatives are Dases at the Fank. Their servicees are free to
N.I.B., clients (aml firanced by a technical assistance agency). As
necessary, specialigts are seal from ihs conoultants' parent organisa-
tion for specific assigmments. They are briefed and their activities
are directed by the local representatives who do ihelr best to ensure
that the short-teny people take fall account of local conditions and
preferences. The assignnente and overall direction of the tesm are
establighed by N.1.B.'s Uperations Depariment.



B/CR.14/18R /200
Page BT .

Step 2 -~ After about a year a "go/no-go" decimion is made. If the
decigior is positive, an N.I.B. pubsldiary corporation is formed whose
stock iz held 51 por coat by N.L.E, and 49 per cent by the parent
congulting firmm. The loczl staff lg enlarged but no attenpt is made

t0 maintain a full rango of capabilities omn hand, the outside resources
being tapped as necegsary.

The copputer software capabil:ty is iatroduced subpequently through
a "Step 1" arrangesant with a puitabls computer manufaoturer or inde-
pendent computer services fimm.

= At the end of the ssccund year a gnfnﬂ-gu decigion i@ made
concerning the compater software services activity. If the decision is
positive, capitalisation of N.I1.E. Services Corporation is re=crganized
to include the pareat service fim. Y.I.0. maintains its 51 per cent

M‘lﬂ.ﬂl‘-
4.0, PUMING THE PROCJECT DEVELOMENT SYSTEM INIDO EFFECT

/ Clearly, a number of eleménts of the system are already in sffect,

/What this document degoribes ie am cvolationary programme to increase

+ the scope and depth of N.l.b.'s activities to keep pace with ite role
in the Countzy D's growing and developing sconomy.

Wach of tho evolutionary system development will be accomplished
in the coatext of already planned and alrsady instituted internal
organisation and staff development programmnes. However, several items
will require epecial attention and will probably call for special
conpulting reseistance andfor speci ic recruitgent. In some cases a
great deal of K.I1.D, panagemeni alienllcn will be needed to ensure that
adequate performance standards are astablisked and maintained. Initial
attention will be given W woriing out the system elements whioh fall
into sack of these implementation "categories™ apd devising plans
conoerning scheduling and revource commitaenis as necessary.
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MULTTNATIONAL TFIUSTRIALIZATION AGENCIES FOR APRICA
A PRELIMIVARY PEASIBILITY RopoRT 22/

1.0 SIESURY

There are clear resons to insist that the goal of accelerating
industrialisation in Africa requires some form of co-ordinated and
Joint efforts among groups of countries. But altbough the past deocade has
ssen an abundance of schemen aimed at implementing such efforte, there has
been relatively little concrete in the way of results.

This document examinos available information and concludes that:

(1) Past efforts have suffered mither from overambitious goals,
inadoquate or ineffective political commitment, sevare
deficiency of implementation machinery and rescurces, or from
a oombination of these ills.

(2) Several sstablished multinational organizations are embarking
on aotion programmen which will either repeat past mistakes or
not, depending on factors largely outside their direct control.

(3) An important and possibly orucial opportunity is available to
the intarnational technical assistance commnity: ¢o ba instrusental
in weocuring the establishment of stronger progremmes, based upon
exioting organizations and addressing already-accepted objectives.

Subjeet to field evaluation, & yrogramme of action is proposed to
assist one or more of the multinatioral organisationa to implement a
balanced programmsd. The eventual objective is to establish as a major
African instifution the means by which such assistance shall become
generally savallable.

2.0 I¥MONCTION
2.1 BACKGROUND

This document is an outgrowth o¢f several tasks included in the
programme of work and priorities of the Commission; vie., the "Assistance
to Governments" task under Investmert Promotion / 4C:i(a) 7 and two studies,
"in Investigation of Complementation Methods to Include es of Successful
and Unsuccessful Applications and Recommendations for Increasing the
Frobability of Success" /d4C:3(B)(1) 7, and "A Study of the Factors that
Determine the Viability and Ceneral of Proposad Multinational
Projecta”/ 40:3(b)(i1)_7.

22/ Originally issusd April 1971.
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2.2 TMPORTARCE O' THE MULTIMATIONAL AFPFROACH TO INTUSTRIALIZATION

As the moet recent in a series of formal policy statementes on tha
subject of miltinational eo—operation in the field of irdustrialisation
the following excerpts from that adopted by the £ Conference of
Ministers of the Eocoromic Commission for Africa 23/ are reproduced:

"Most Afriocan countries have small local markets and the purchasing
power of their populaticn is low. Thase constitute a constraint' on
industrial development. To remove this constraint, collectiwe
action must be taken to develop physical infrastructure to facilitate
the flow of trade betweer African Siates. A formila needs to be
estabtlished for industrial harmoniszation, to determine the allocation
of apecific industries the sharing of benefitas from mmltinational
industriss and the ownership armd mntr&_i/nf such industries anl non—
African participation where necessary.

"Indead the need for the ECA to do more than it has dona in tha
past has been expresped in the demand that the Commission mhould be
mors operational ..., More specifically: ....

(ii) ECA should help African States take the necessary stepe to
consolidate their inter—goverrmental groupings by increasing the
mmber of multinational development enterprises and establishing further

groupings vhare necessary.
3.0 AN INTERMEDIATE APFRAISAL: THY® 1963-1968 EXPERIENCE
3.1 REVIEW OF PAST MOVES PAVOURINMI MULTINATIOMAL INDUSTRIAL ED-ﬂl’ﬂlTIﬂ'ﬂzjj

At the fifth session, held in February 1963, the Commission oalled for
assistance to ba provided to governments in the promotion of sub-regional
oo-operation in the development of imduatries (E/3727/Rev.l, paragraph 261);
and a series of lmportant initiatives were subsequently taken by ZCA.
Industrial co-ordiraiion missions were sent to each sub-region to asaess
concrete possibilities of industrial develo The niusium to the
West and Bast African sub~regions (F/CN.14,/246 and B/CN.14/247, rnpanuwl,-]
took placs in 1953, to the North African sub-regiom im 1964 (E/CN.14/248), and
to the Central African sub-region in 1965 (E/CW.14/L. :!-EIJ} They served a dual

23/ Tunie, February 1971,
"Africa's Stra for Development in the 19708", BCA, E/CN.14/493/Rev.},

25/ Ibvid, p. 26
26/ Re from "A Venture in Self-Reliance, Ten Years of ECA", ECA,
CR.14/424, 1968, pp. 109-112,
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purpose. Firet, they placed the problems and prospects of African industrializa-
tion in their appropriate sconomic setting. Secondly, they identified a

mumber of multinational industrial projects and indicated the aresns 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—crdination in Weat 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 ECA's activities. The project approach crystallizes specific
areas of co-—operation. However, a comprehensive framework seiting out the scope
for equitable industrial distribution and balance is weasential to faecilitate
multinational negotiations on identified projects. Furthcrmore, interdependent
as they are, industries thrive not in isolation but in complexes, It wae
therefore, essential to formulate an overall strategy of co-ordinated
ipdustrisl development - a master plan against whichk epecific actiorna could
be defined and evaluated.

The Commission's activitiss were therefors, directed mainly to sub-
regional industrial harmonization studies. The Tirst of this series of studies
was undertaken for the East African sub-region and completed in 1965. 'The
resulte were submitted to tha Sub-regional Mesting on Econowic Co—ouperation
in Bast Africa, held in Lusaka in October that year (E/CN.14/346). In 1966,
studies for the West African sub-region were compiled and submitted o a
gimilar conference held in INMiamey in October (E/0N.14/436, L/CN.14/11R/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 aconomic co—-operation. These studies furrishked a datailed picture
of inter-industry relationships and facilitated a more thorough analysis of
the benefits of co—operation than could be achieved un the rasis of project
studies alone. They highlighted the key aresas of sub-regioral co—operation
and demonstrated quantitatively the benafits that would acoruc to each country
in the different sub-regions. The alsp illustrated that no eingle country by
itself could aspire to economic self-sufficiency ard that scchomic co—
operation was essential if industrial development was ta b= =2ccelerated.

The broad outlines of a comprehensive strategy ambrecing the entire
range of industries and directed towards the central objeciive of balanced
industrial growth thus began to emerge. The harmonization etudies suggested
approaches to the problems of industrial distribution and compensation which
had overshadowed earlier attempts to co-operation om specific industrial projects.

The prefeasibility reports which formed the basis of tli= harmonization
studies revealed the sizahle industrial possibilities of Alrice in definite
terms and demonstrated the economic viability of rumerou2 Individual projects.
About forty major industry sectors were examined in each sub-region, totalling
160 studiea for Africa, excluding South Africa. [ach sectoral study was based
on a careful survey and analysis of markets, natural resocurces, input factors,
installed capacity and existing facilities. It also formulated oropossls for
new projects based on projections of demand to 1980 apd indicated, inter alia,
the investment and other input requirements.
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The large mumber of industrial projects identified comprised four categories
which follow tha size of market required for a specific industry: sub-regional,
liltimtiuml national amd inter-eub-regional. The projects covered, inter

y the full:-wln; industries: bhricks, ceremics, refractories, rubber, texbile.,
alln'tmninn, cement, cement-based industries, synthetic fibres, beverages,
tobacoo, btags and bagging materials, paint, glua leather and shoesz, non-ferrous
metal indugtries, engineering industries, fumitura, petroleum, iron and stesl,
chemicals and fertilizers, pulp ani paper, and mechanized timber industries.

Based on the prefeasibility studies, compendia of invesiment opportunities
ware compiled for each sub-region. Iy presenting investment opportunities in
summary documents, the way was opensd tov atiract increased investments,
egpacially from externmal sources. This step heralded a turning point in the
Commiesion's activities and wshered in an action—oriented phase of effort.

The subsequent emphasis has been on the promotion of the r-ores of naticnal,
mltinational, sub-regional amd inter-sub-regional industrial projects
identified by prefeasibility studies.

The first positive atep in this phass was taken when, in Jamuary 1967, ECA
convened the Conference of Industrialists and Financiers at Addis Ababa
(E/cH.14/392). This conference was attended by participanis from industrialized
countries and it reviewed the prospects and possibilities of the active
participation of industrialiste and financiers from these countries in African
industrialisation in the light of the investment opportumnities identified.

The Conferance stressed the aboence or inadeguacy of appropriate machinery for
the dissemination of information on industrial opportunities in Africe med
recommenied the establishment of industrial promotion cermtrss. This view
wags endorsed by the Commission, at itm esighth seasion. The secretariat toock the
necégsary initiative immediately and teams of experts vieited the sub—regions
to appraise existing mational promotion machirery. Baeced on their findings,
a schems for multinational premotion machinery was drawn up and cornsidared

by the Conference on I[ndustry and Finance, held at Addis Ababa in Narch 1968
[BJI:H.M,H-MJ. Correspondents were alac neminated in the industrialised
countries 1o keep in clcse touch with ECA 1n the field of indusiry.-

So far as national industrial projecis are concerpned, governmenis are
making increasing afforta of either streongthening exieting agencies or
establishing new onea for their promotion. Racent submissions to the United
Mations Development Programme for assistance are clear indications of this,

A8 a result of the Conference on Industry and Finance, which included
representaiives of African govermments and chambers of commerce, efforts

for the establishment of multinational promotion machinery received a powerful
impetus. The establishment of this machinery ard its effective functioning

is a matter closely linked with the establishment and operation of the sub-
regiomal co-operation machinery which can facilitate mmltinationsl negotlaticns
and agreements, Steady progress io being achieved in this respeci. Govermments
have agreed to ths establishment of economic communities in their respective
sub-regions and amaller groupings are alraady going soncernrs, 9.g8., the Central
African Customs Union (UDEAC), the Maghreb Fermanant Consultative Committee and
the East African Economic Community.
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3.2 FOLIOY CONCLUSIONS FROM THE 1963-1968 EXFERIENCESL

While the countries in each of the four sub-regions have taken a first
step towards closer economic co—operaticn at the sub-regional lovel, the specific
measures of co-operation have yet to be elaborated. 1t is now widely recognized
that trade libderalization has only a limited impact in the short term on the
esonomic structures of developing countries. If integration is to make an
effective contritution to the industrial development of African countries, it
will have fo include more than trade liberalisation.

Theoretically the approach best suited to meet the development objectives
of African countries would be comprehensive planning at the sub=-regional level.
But given the political, technical and administrative obstacles, a selective
commod i ty-by-commodity approach would raise fewer probleme. Within each sub—
region vecent programmes of national industrislization for import subetitution
have increased local capability to supply the demand for mamufacture, but this
is often ambodied 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 be traded within the sub-region. Such an apparently selective
system of tariff preferences could after a few rounds of negotiation bring most
of the sut—regional trade under a free trade regime. '

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

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

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

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

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

The sbove considerations suggest a mumber of conclusions regarding the
ECA's work programme for the beginning of the next decade. With a view %o
assisting African govermmente in this field, the work programme will be -5
formulated to facilitate the following main, broad lines of action:

21/ Ivid, pp. 31-33
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(a) African countries will have to set up or strengthen their
miltinational institutional machinery within which thay can
discuse and take decisions on, their collective policies and
projects;

(b) 40 eggential part of the multinational machinery should be a
civil service to advise on and promote their joint undertakings;

(¢) African countries should agree om, and find the material means
for implementing, & mumber of concrete development projects
which increase economic contacts between their countries.

4.0 MORE RECENT EFFORTS AND ACCOMFLISHMENTS

How much has the picture changed since 19687 A great deal, certainly, btut
no one can yet point toc any dramatic "breakthroughs" in co—operative industrial
development. The progrese has been painfully slow. @uite possibly, one should
not expect a dramatic change for the better; certainly there is little reason
to expect amything sudden. But it is suggested that a partial survey of recent
developments in Africa leads to identification of a common pattern which has
not been conducive io success. Based upon this analysis of a "failure pattern",
& simple action alternative emerges. While not promising ideal results the
alternative has the potential advantages of being effective Ii.u., of yielding
conorete results) and of being politically and econcmiocally 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 Mations field assistance, and actual multinational projects.

4.1 MULTIVALTON'L ORCANIZATIONS

For purposes of analysis the following organizations have been seleoted;

Conseil da 1 'Entente
OERS

CEAO (UDEAOD)

UDEAC

EAC

Bach is briefly identified, and a summary is presented of the organigzation'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,
Miger, Upper Volta and Togo, is headquartered in Abidjan, Ivory Coast. It
is understood that the Entente feels that financing is the pacing problem for
industrialization rather than the identification or definition of wviable projects
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or the expansion of markets, per se. A year ago, the Entente, together with
Ghana, had prepered for them a etudy of some industries with the inteantion of
arriving at a scheme for inmdustrial allocation.

At the moment the major project of multinational significance is CIMAO, &
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 EEC Secretariat hap been assieting the Entente in
connexion with plamning for multinational projects.

4.1.2 Organigation des Etats Riverains du Fleuve Sénézal {DEHS)EE/

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

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

Guinea paper
tyrea

Senegal petrochemicals
pharmaceuticals

Kauritania coppar fabrication
iron and steel

Mali iron and stesal
nitrogen

At a roundtable meeting in March, 1971, it was further agreed that OERS
would convene & "finmancing consortium™ sometime around the end of 1971 for the
purpose of lining up source= of investment capital to implement the allpcation
decisions. The "consortium™ would comprise agencies such as FED, USAID, and
UNDF.

It is not known what formal mechanism axists for contimuously monitoring
implementation of the decisions. It is known that Seregal has announced
intention to construct a pharmaceutical plant to sarve the [DERS markei.

4.1.3 Commurauté Economique de 1 'Afrique de 1'Quest (CEAO)

This new organigation is intended to sugceed the present UDEAO (Union
Douaniere des Etats de 1'Afrique de 1'Ouest), whose members are Mauritania, Mali,
Senegal, Ivory Coast, Upper Volta, and Dahomey.

28/ OERS ha= been re-structured since this feasibility study was prepared. Te
successor organization is Crganigation Four la Mise en Valeur du Fleuve
Sénégal, Cuinea is no longer a member.
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UDEAD was formed with the principal purpose of fostering trade expansion
among the member countries. At its request a study was conducted by an EEC
otaff mémber with a view toward increasing the organizaticns effectivensss
and expandi @ scope of its mctivities to include other aspecte of sconomic
development. uring 1970 a protocol outlining the objectives of the
prospective organisation wao endorsed by the govermments. A draft treaty is
presently being prepared in Ougadcugou hy the secrgtariat of the UDBAO with
assistance from the EEC secrotariat of Brussels.30/ The secretariat is consider-
ing the formmtion of some kind of & deveolopment corporation to deal with project.
in such fields ss transport, communication and industry.

4.1.4 Union Dousnidre et Boonomique de 1'Afrique Oentrale (UDEAC)

UDBAC was formed in Brazgzaville im 1964. Its membership bas shifted
somewhat; it presently comprises Cameroon, Feople's Republic of the Conmgo,Gabon,
and the Central African Republic. Headgquarters are in Bangui (CAR)-

It i’ understood that UDBAC is now locking for new industries to serve ite
mombership. Its search is concentrating on large industries which could not
bé economically installed to serve a single onme of the members. A significant
fact is that it is believed that the existence of the "tare unique”™ is & otrong
plua factor in smoothing the way towsrd implementation of any scheme¢s which may
develop, in that it represents "machinery-in-being" for equalizing gains from
new industrial projeote among the ocountr.es.

4.1.5 Bast African Community (EAC)

The East African Community comprises Kenya, Uganda, and Tansania. 1tm
headquarters is Arusha, Tenszania.

Fast BEAC efforts for industrial integration include the so—called Kampala
Agreement of 1964, which allocated cortain industries to esch country but did
not concurrently establish an effootive implementation mechanism. Fresently, a
new effort at establishing common industrios ie underway, spearhoaded by tha
Sub—committee on Industries of the Council of Ministers, the Common Market and
Eoonomic Affairs Secretariat and the [Dast African Development Bank.

29/ ™a creation d'ure Organizatics de Coopération Industrislle, Economigue ot
Touanidre antre les Etats membres de 1 'Union Douanidre dos Etata da 1'Afriq
de 1'Ouest” (unpublishad) J.E. David, cited in "Report of an ECA Boonomic
Co-operation Mission to West Africa", E/CN.14/478, 18 May, 1970.

30/ "Rapport de mission effectude par M.P.A. Placktor, Centro de Coopération
économique auprds de la CEE 3 Bruxelles, 22 Mvrier 1971.
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Notably, tha EACM has coniracted for thorough feasibility siudies in
three major infustries; iron ard steel, sustomotive, and chemicals ard fotiliser.
The studies are scheduled for completion during 1371. A major industirial
segmentation study was undertaken last year by the ZADE with UNIDO financial
assistance, anl limited ECA participation. Discusaion ie currently
undervay with ECA regarding creation of an Zast African Investment Premotion
Cantre to help strengthen the implementation machinery.

4.2 UNITED NATIORS FIZLD ASSISTANCE

Tha purpose of this section is to indicate the kind and extent of ourrent
United Mations assistance to dewveloping Africa for industrial development.

4.2.1 UNDF Spocial Pund Assistance

This complex subject can perhaps beset be approached by illustration.
For this purpose we have tabulaied UNDP Special Fund yrojects relating to
industrial develepment in Africa.ll/ There are thirty-six projects covering
25 ocountrienj plus two regional projects. The total UKDP contribution invelved
avereges abtout & million dollars per project, or about a quarter-million dollare
por project anmally. (This rule of thusb applies with remarkabie consistancy
from sub-region to0 sub-region.) Govermment counterpart contributions usvally
make overall project valusa conmiderably higher. The distrilution Uy participate
ing and exscuting agoncies is an follows:

UNIDO 16
ILO 13
Y 4
FAO 2
IIRD 1

Tho projects range in noope all the way from broad plamning and policy
making through "industrial studies"” and investment promotion to genmerel
management advisory servicea and development of' emall-scale industries., In the
coptext of thio prosont apalysis, it is to be noted that only im the norithern and
eastern sub-regions is any direot support given to multineticnal industries,
and in sach of these the geographical scope is sub-sub-reginmal. In other words,
of 417 million a yoar boing apont by UNDP Special Mund for high-leverage
industrialisation assistance, the cause of multipationsl industries bemefits from
s very mmall fractionm.

31/ Ses appendix (ssotion 6.0) for fatulation and supporting asalytical data.

lf-"“
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4.2.2 The United MNations Development Advisory Team (UNDAT)

The firast UNDAT is being organigzed to serve the member States of
UDEAC (Congoe D.R., Cameroon, Central African Republic and Gabon), Chad, and
Equatorial Quinea. 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 mean."

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

4.2.3 Bpecial Trust Fund

The Trust Fund is meant to secure additional funds not available through
the UN. It is projected that the fund would be deposited with the ADB, and
ADB has indicated that it would gladly co-operate in its administration since the
scheme is "complementary or supplementary"™ toc the African Development m.w
OAU is to appoint & 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 govermments). 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 im 1972 or im 1973.

4.3 STATUS OF MULTINATIONAL PROJECTS - A SAMPLING

The ECA secretariat has prepared a tabulation of recent major African
industrial project 33/ 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 kmown to have
entered production during the three years 1967, 1968, and 1969, or which were
definitely under conmstruction by the end of 1969.

Of the 400 projects, only one is listed as being multinational. in
character. Tris is & J17 million oil refinery in Gabon, which began production
in 1967 to serve Cabon and neighbouring countries, "who are Co-owners."

As of February 1971 the ECA Industry Divieion had itself completed 28
specific project descriptions for submission to member govermments. Of these,
saeven had a multinational character. Of the seven, three are "mainly national".

32? 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 investment criteria. The
furd stood at 3.3 million committed as of November, 1970. It was hoped and
intended by the bank to expand the fund greatly.

33/ ™Major Industrial Projects in Developing Africa (1967 - 1969)", ECA,
E/CN.14/1%R/189, 18 March 1971.
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The remaining four are an ammonia plant in Wigeria, and throo plarts to serve
the Saat Afriocan Community: an ammcnie plant, & wire drawing snd tube weldirg
plant, and an integrated fibreboard mill.

A further illustratien of the ourrent low rato of implementation of
multinaticnal projecta is given bty the following.

Barly in 1971, s Surcpean aid organiszation eponsered a mission o Afriea
by a tzam of scascmad consultamts. Their task was to identify potemtial invest=
mont opportunitian ir tho metal working iepdustrico and to prepare project des-
criptions for promotion to prospective Buropsan investors. IThe consultants
Were Tirm In their conviction that it would sesentially be a waste of the
techrical sassistance mcnay to devote amy of their time to multimational indostrios.
This conviction seemed to bo caused by tho fast that to their knmowlodge no
effective machirery yet existed for implementing such projecte, oncae identified,
oven if investors ware ready to move. Similar observations by ancther organize-
tion dedicated to promoting private invostment in Africa have led to total
concantration by them orn mational projects.

4.4 EVALOATION OF RECENT EFFCRTS

It can be scon from the foregoing paragraphs that, as was otated in the
summAry, "there has beon litile concraie in the way of resulte." Without
presanting detailed =zvidence, it is ouggested that inp each of the ocases
dealt with, lack of progress to date mey o assigned %o the adoption of
over-ambitious goals to imadequate or ineffactive politiecal commitment,
tc sovere deficiency of implementsticn machinery and reacurces, or to some
combination of these factors.

Since several catablished multinational organizations and at lemst one
new or reconstituled one are now om the polnt of adepting action pEogrammes
newly aimed at the identifiocation and implementation of co-operative industrial
deve]opment projectis, it is appropriate to question whother the new affortas
will or will not be appreciably more successful than the previous ones. From
tho limited information readily available and which is summarized above, a
persuasive argumsnt could be made that the same shortcomings are likely agmin
to restriot or provont satisfactory results. The train of logic concludoa that
unlegas the goal-resource balmance is shiftel considerably, at leosat the [irst
half of the 19708 will res far less gp—cperative achievement than the region
noads, wants, or iz capsble of stitaining.
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5.0 NEN 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 projocts will in all probability fall s'ort of
satisfactory rcsults. 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 progremmed, and apparently
not yat in the "pipeline”.

5.2 IESCRIPTION OF THE PROPOSAL
5.2.1 Concept and Functions

The concept of this proposal may be summariged as follows: an
"Industrialization Agency" (IA) would be rreated to serve a group of countries
having already-established tiee ard common interests. OERS, UDBAC (CEAC), the
Entente, and UDEAC are possible examples of such groupe. From present information
it seems thet each of these organisations 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 tho premise of this proposal that sach such grouping
could derive powerful benefite from oreating an xndustrialisation .uwwemoy to carry
out its co—oparative industirialization policy. 1In other words, tii.o might be
four Industrialiszation Agonciss to eerve ths West ard Contral African states.

Indust ‘ial develomment results, not just studies, would be the charge of
the agency. This means that it wouid be responsible for sacuring new invest-
ment, together with required technology and management. One key to its
successul oporation would be the establishment of projects noccording to & mchome
of agreed—upon principles for apportioning benefits. Thus the programme would
be designed to distribute benefits equitably to all of the countries. To repoat,
the test of accomplishment would not be siudies and recommendations. tut
results.

5.2.2 Operating Mechanism

The agency would have a degree of exscutive authority to be negotiated with
the countries concermed, and certain safeguards would be established. It
would require an earnest commitment on the part of the Heads of State and would
have the resocurces to ocollect, sift, refire, package and promote (intearnally
and externally) projects which could serve the countries. The agency would be
heavily staffed and manned for performance. As indiocated above, a form of
complementation would be incorporated inm the projeoct schemes to be implemented
by the agemcy. It would seek to deal with & relatively small mumber of projects
which colleotively would have a major impact on the industrial apdi economic
development of the member States. As a means of facilitating project implementa~
tion, the Heads of State would be invited to agree to sako themselves available
to the industrialization agency as a periodic Hoard of Directors to consider and

adopt programmes of projects proposed by the agency.
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5.2.3 tion Into Existi

Close association with the alresdy existing multimational apparatus im a
given area will be highly desirable. Firm, direct ties may be abeclutely
ogsential a8 a means of reinforcing established spacific commitments and
objectives, rather than introducing new and conflicting alliances. In any case
it is suggested that the groupinge of states identified above are logical
locations for exploring specific programmes. The only limitation presently
concaived on the degree to which an industrialization dgency should be incorporate.
into the existing co-operation body is the preservation of the "direct route”
for securing npecific programme approval of Heads of State.

5.2.4 Funding Prospects

It is likely that an industrisalization agency would readily qualify for
UNDP Special Fupd support provided that it were firmly supported st the top
govermmental level by the participating etates. Similarly, in view of the
scknowledged importance of the agency's objectives, it is very likely that
bilatersl assistance, possibly supplementing that from multilateral sources, oan
be attracted.

In the lonmger run, it is considered feasible to secure the establiszhment
for Africa of a "programme—funded” financial intermediary to support African
co—oparative industrial dewelopment through underwriting at least .part of the
recurring expenses of industrialisation sgencies and similar organizations.

512-5 EEM Bnefits

The proposed agency is designed to meoure new industrial projects based
on markets shared among groups of African countries. The approach ie definitely
and deliberately not "ideal™; but the mechanism is believed to permit important
concrete results and to be politically and econcmically feasible. If field
work confirme this tentative comelusion, oreation of such industrialisation
Bgencies conld lead to truly notable accomplishments by the middle 1970s.

5+3 EVALUATIOR AND IMFLEMENTATION

In.lire with the recommendations of the Pirst Conference of Ninisters of
ECA, a8 guoted 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 basioc approach outlined here, together
with their suggestions concerming the desirability of its isplecerntation and
posaible changes or refinements. Once that critical task has been accomplished,
additional actiems will be planned as appropriate.

6.0 AFFENDIX: SUPPORTING DATA CONCERNING UNDP SFECLAL WED
FROJECTS RELATIIC TO INDUSTRLIL IEVELCPIERT IF AFRICA

This apperdix presents dats supporting cbservations made in section 4.2.1,
"UNDFP Special Pund Aswistance”. Table 1| lists the current projects and certain
financial data applioable to each projest. ‘Table 2 presents A sumary of the
data and the results of some analytical calculations,
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INTRODGCTION

Effective 31 March 1971, the Multinstional Development Bank (MDB)
establighed a new division tc organise and carry out a =systematio
programme of project developpent ained at further increasing the Bank's
contribution to the industrialisation of its members ststes. The new
division is called the Develoment Division (IDIV) Fommal asnouncement
followed extensive preparatory work shich had been in progress “or at
least two years, and ia whick the ECA Indastry Division at various
times played an active rols.

Ak a part of DDIV'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 t¢ achiesve
concrete results (new industrial investments) ir a minimom of tige.
Accordingly, a relatively comprehensive set of operating guidelines
has been developed, including anm operations marual and "sample" project
brochares, mmodg others.

Since & number of officials of African industrialisation agencies
hive expressed interest ir etudying the detailed approach being
implemanted by DDIV, initial versions of five of the relevant documents
are reproduced on the following pages.
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1. INTROUOCTITON

The purpose of thie operations manual is two-fold:

1) "o explain the present conception of DDIV's role within the
HUS gysten and ita intended means of carrying out the
asgigned rolej

2) To provide an organiszed body of gpecific inetructions and/or
guidelines for its uwn persomnel's usa in acoomplishing the
oblectiven.

It im fully expected that many of the specifics described in the

manual will change or evolve as more pperational sxperience acocomulates.
The present operations manual should therefora be regarded ae a
"bampeline" document, a starting peint.

The manual is organised around the nogminal flow pattern for a
project going through the bank under the guidance of IDIV. Section 2
defines the terme of reference formally assigned to DDIV by the Bank.
fection ) presents a summary of the expected project flow and identifies
the sucdessive etages of a project's Life cycle. Section 4 describes
the elemunis - tasks, documents, and decision points — comprising each
stage. Finally, Section 5 provides a liesting of related documents,
such as specificationa for preparing required reports, which have been
ipsued peparately and sre incorporated by reference as parts of the
DDIV Operations Manual.

2. THE DDIV THRMS OF REFEHENCE

The objeotives of IDIV have been succinctly stated as followss: 35/

(a) To bring into existence induwirial projects which, without
NDE promotion, might net have been estabklished or established
only at a later stage.

(b) Therely contributing to the efforts needed in effecting and
accelerating balasced and integrated industrial development
of the Membar States.

(o) To emtablish the Bank as a co-~ordinator of "multinational™
industrial projects which in one fory or another require
the co-ordination of production andfer distribation (including
export) within the Nember States.

Source: Positicn Description for Wanager = Development Divisiom,
MIE, 31 March, 1971



b/ Cl. 14/ 1hn /200
Page 113

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

(a) Preparation of complete feasibility reports of specific
projects identified by the Planning Division (FDIV) and ap-
proved for promotion bty the General Manager.

(b) Contact for the purpose of acquisition of technical expertise
(esg. UNIDO, World Bank, bilateral agencies, consultante,
possible technical project partners) when nescessary to carry
out feanibility studies and prepare reporis.

(e) Criteria for feasibility and viability.

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

(e) Technical aseistance to investors in preparation and implementa—
tion of projeact plans.

(f) Co-ordination of MUB's promotion activities witk those of
national development corporations, national development banke
and other financial institutions, such institutions as ECA,
the Secretariat of the sabregional economic cocperation
organisation (BCO), eto. Possible technical assistance in
this connexion.

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

(h) 7o devslop the Division in such a way that costs for projéct
preparation and technical assistance ocan be recoverad from
implemented projects so that the Udvision after ths initial
years of establishment will be able to ocover ite own coatee

(i) whenever feasible, to submit feasibility reporte to the
Board for principle approval of the Bank'e partieipation.

(3) To accept, after approval, project proposals for prepara—
tion and promotion and prepared projects for promotion from
other bodies that have identified and prepared thome projects.

Together, the objectives and the aotivity liet fcrm the official’
terme of refsrence for DDIV. It will be seen that they are at the ssme
time very specific and very flexible, requiring a great deal of inter-
pretation for "reduction to practice”. The next section summarizes
DDIV'e operaticnal interpretation of its role by defining a series of
successive stages through which a project will nommelly progress.

36/ Position Desoription for Manager — Development Division, MIB,
31 Narch, 1971.
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3. SMEARY UF THE PROJSCT FLOW

Six stages in the life cof a project have bean defined am an ald
to orderly defimition of the tasks, the docusents and the decision
pointe comprising the totel project life cycle. The oix atages are
the following

'« The idea stape

2. Thne identificaticn stage
3« The pre=feasibility stage
4« 'The fenwibility stage

5« The project planning stage
6. The implementation stage

e coppleté project life aycle is showm in the accompanying
schepatic diagram (see following page). For esack of the six stages,
selected taske, doouments, and decision pointe have been separately
identified and coded bty symbols. Esoh of tae mmbols is further :
identified by a three-digit number which indicates the paragraph mupber
in which the reader say find further details.

It may be moted that a project with shich IDIV will be cuncermed
may snter the syostem at severul altersative pointa, depending dpoa the
wtage of its definiticn when the bank first becomes involved. Ia
prineiple, if the project is received in the "idea", "ideatificatioca™,
or "pra-faasibility" stage, it will be dealt with daring part of ite
life by DDIV. If 4t arrives at a later stage, it may go directly to
the Bvaluation Division and DDIV's services may not be neaded.

4. DEFINITION OF OPixATIONAL STACES:
TASLS, DOCIMINTS, AND DECISION POINTS

This secticn mystematically defines each of the projeét flow
elenents appearing om the “operaticnal jivject flow diagram™ (previocus
page)s Paragraph numbers satch the thres—iigit mambers appesring oo
the diagTam.

31/ T™e disgres is pot iztended to be complete with respect to NIB's
overall operaticans. For szample, projects may come in whiech require
no participatica by IDIV, tus go izstead %o the Ivaluation Division.
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The disgrem ard the descriptive paragraphs assume that at cach eof
the decimicn poiats a favourable decisiop is reached. In other words,
that every projact wich eaters tae aystem continues through lutoe the
implenentation stage. (Mbile we Rave no estimate now of ths "dropout
ratio” there ie no doubt that sope projects will fall by the wayside.)

4.1 THE IDEL STASE

4.1.7 Statement of Idea

A project idea nay vriginate from any coe of mAly souyces.
Some examples are: privete inveators OF enlreprensaTs, JOverimert
ministries or their related industrial proscilosn crgane, oational
development corporaticns, the BECO ‘% sscretariat and the WIB iteelf.
MDB throagh ite Planning Divieioa (FLIV) is expected to be a wajor
scurce of project ideas, based upon an extemeive seriss of secteral
studies which project demands and isdustrial capacity growth ®rougn 1980.

A project idea which originates cutside the Bank may enter in the
form of a letter, with or without accompanying dats, deperding upon
how far the sponsor bas gone with iz own investigations.

4.1.2 Apply Failters

Defore accepting & projects idea for further work, the Bank
soresns it, veing a nunber of "filters™, to make sare, or incrsase the
probability, that the Pank's participation in an eventual projoot woald
be acceptable to the Board.

The rfilters inclade, but are not necessarily limited to, the
following:

= s it withis o reascnable aize rarge?

- 28 8 signilar idea being actively pursued by othera witbhin
the Xexter States?

= Ceould the project probably proceed without tiae lank's
iavelversat?

= Woald the Bank's participation contribute %o sarlier
realization thar probtaltle through sltermative sponsor—
ship?

= 18 the project compatible with appropriate pricrities
for isdustrial developmeszt az judged by the Sank's
Flassing Jvision?

Sorespiag acoording to the filters is acoomplished mainly throagh
discasnionj ac report is ilssusd.

3P/ ™ Sadregional Economic Cooperation Orgenization.
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If the idoa passes the filters sentiened in the previoes
Faragreph, a decizion whether o go further will be baged Gpon comer—
clal and sociz] considarstions. The decision will be detewmined or
influssced By sasagement judgement coneeraing likelihood of evestual
suscesefal ipplewesniation; the expecsted case or Aifficully of ssambling
a Jecl team and secaring necessury goveromeant approvale, the availa=
' ty of fands and other Juigement slewsnts.

A Tavearadls decieion will move the idea on o the "preject
bdantification® stage.

4.2 THE TDENTIPICATION OTACE

"ldentificatioa™ refers to the esarly siage of pre-feacibility
work. WNe refer i+ u projeot as "identified” whan we are - = 'noasd that
A reamopable probability exists that a vishle incuetzial opportualty
sas be defined.

4.2.1 Identificaticn Stadies

The term "identification studies" refers o the body of
work whioh must be dous to gather assough- information and 1. perfom
enough analysis and syninesie 1o convinoe the Hank mansgement that a
project has been idestified. In cther words it skoald ha possible %o
conolade sither that there ir a csasonavle probability that a viable
srojech of interest to the Bunk ocan %e defined, or thet he yroliect
idea doam not moet thet oriterion .nd should De drojpec-

The direction of fThe stecies is detemmined by Judgemeat
depending apon the pature of the proppective project. Na-wet studics,
rav¥ satarial sarvers; transport factors, coetwoloms relationships are
some of he elerents viichk may sesmand sttealion 3% Wl stage.

Thies lack would nomMme Ly be perfasged by the Flanaing
Divisdon (PDIV) if the project idea originated there. If 1t origisa

L

4.2.2 Jecosice) issistesce

I1 1s peesible that specialized tedhedics]l sikills beyonmd
the capability of the Faak's siaff say be requirsd befora ou idantifica~
tion dscision can be reatel. In that eventiecAnical assietacce will
be sought from private or padlie pources, on an cppertunistiy Dasia.
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4.2.) Froject ldestificstica Feport

A Project ldentificatior Heport (PIR) will be the formal
. hul.- on which a decision whether or not 10 "identify™ a project will
| be recommenced, The PIR will contairn a compenciom of relevant data and
asalyses and a statesent of the recosmendation and its bamis.

4.2.4 [The "Identificetion” Decision

Based on the PIH (above), three decisions are possitle; ge
ahsad to the pre-feasibility stage, drop the idea or perfomm further
stady work to0 suppost one of the first two popeibilitiea. 1f the
deocision is positive the project bas been "identified™ and it moves
on to the prefeasibility stage.

4.3 THE PRE-FEASIBILITY 3TACE

The pre-feasibility stage leads up %o the publication of
a pre-feasibility report called "Document A", which can be used to
enlist local investor interest and govaroment support.

4*3-1 "Tl'll&ltign“ !g Fl"ﬂ'dii“ &ml‘

The "tremplation" task, in 1ts simplest form may be noihing
more than an editing jobs selecting material from the identification
report and packaging it in a format thai can be used cutside the Pank
to enligt loocel isvesior interest and government suppuri for the project
proposal. Nore generally it will involve the production of somewbat
more Getailed cost sstirates, confimation of one or more critical
assumptions, farther ressarch concerning the sarket parameters, or what-
ever key investigations are considered necessary to enable the resulting
docugent %2 accamplish its miesion.

4.3.2 Techaicsl Agsistance

As in Sectionm 4.2.¢, it 1s possible that techrical expertise not
| directly available ts the Bank will be necessary to complete the
preparatioa of an sffective pre-feasibility report. JAcquisitios of
tecknical assistance will be undertaken as required.

4.3.3 "Docupent A" Pre-feasibility Heport

"Docament A™ is one of twe priacipal ocutpatas of the pre-
feasibility stage. 4s indicated earlier, it ie desmigned to anlist ;
local investor interest and goverrmant support for the project Details
of the requirements for preparation of Locument A are given in the

| "Ouide to Preparation of Jooument A (pre=~feasibility)™ and "an Isdustrial

| Alcohol Project for Country O, Illustrative Sample «f Joocumest A". Both
of these doouments have been publiahed l-prnllr for use by projeoct
officers.
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4.3.4 Btedy Flan for Peasibiliiy Stage

The Study Plar is the specond sajor cutpat from the pree
feasibility stage. This dooumcnt lists aspects of the project required

to be studied further to establish the project's feasibility. The
iasks may concern markete, teonnclogy, costs, product desigz or other
subjecis. It elso estizates i€ mouEt of work icvolved in each task
and potential socrces of the mscessary skills.

Qace the Report end the Otudy Plan are copplete, the project sy
be considered to have satered the feasibility stage.

d.4. TEE FLASTRILITY STAGE

The feasibility stage may be short and relatively wipple,
or it may stretch cat seeningly forever. It is copplete when ihere
exiets a "project prospectas™ wkich parporte to satisfy the requiremants
for satablishing feasibilisy amnd viability. This includes relatively
detailed cost breakrowns, prodaction procesees, squipmeat lists, and
marketing details. Befors this point is reachad, 1% is expocted that
& "project temn™ of inmvestrent partners will bave heen identjfied (and
:.1-)1!:- Bank's Board will have agresd in principle to ¥IE perticipa=

on)a.

4:4.1 BEnligtnent of .ocoal . .vestor Interest

before embarking on any smbitious or detailed studies, it
is intended to secura expressicns of werious interest from local inm=
vestors. Tlie will be dove based pon the pre—fessibility report,
and will be a condition of guing further. "

falled m;.ijiﬂn of Gﬂvlrﬁlﬂ-t Support

Sintlarly 1t is considered essential to obtain preliminary
indicaticne of sympathetic interest and support from some or all of
ths goversment agencice which will have to give their forsal approval
at a later atage.

Ged.]) Detailed Frooility Studies

T™is 39 a broad ftzsk and, as indicated on the projecs flow
diagrem, there sre related avents which oscur part way through theas
stadles. The feapibiliiy stndies woald be perfommed in accordance with
the Study Plan (gection 3.3.4) and =ay include, but are mot iimited
to,any of she following:—

Frocdauo's - markeils = marketing
¥aterials - scbutitates
Froceos — plan - squipsent
Hanpower — Services
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Organization — management — k. yw=how
Location - transportaiion

Legal, fiscal aspects - ligensing
Investment costs - capital structure
Pricing of inputs and outputs

Social desirability

4+4+4 [Technical Assistance

Specialired tecinical expertise will be aoquired as necee-
sary to fulfill the etudy commitments. It is anticipated that a major
source of up-to-date skill will be the community of existing business
enterprises throughoat the world specializing in the field of the
project being investigated. I% io likely that such contacts may lead
to the enlisthent of inveatment partners for the project.

4.4.5 “"Document B" Intexyediate Feasibility Report

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

This report is based largely upon "Iocusent A" (Section 4.3.3).
It contains refinements based on later study work., It alec containe
the results of negotistions wiih prospective investors and with goern-
ment authorities. A tentative makeup of the finarcing package is
present.d, including any special conditions contemplated by ary of the
parties:s "Dooument B" i further defined in the document "(Ouide to
preparation of ' Document B' (Intermediate Feamibility FReport)”.

4+4,6 Board Endorgement

Ae indicated above, it ie sxpected that the MIS Board will
be requested to give ite tentative approval to a project at some time
during the feasibpility stage. 7Tie purpose of this step is partly to
obtain the Eoard's sanction for continuing to devote attention to the
project, bat especially to place DIDIV in a position to make serious
overtures to prospective project partners tased upon the Board's"stamp
of approval'.
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4+4+7 Cogpletion of the Projoot Tes

It ie considered normal atd desirable to have obtalned st
least tentative comitpento from & full set of prospective members of
the project team during the feasibility siage. This has the advantage
that detailed studies nmay incorporate spacisl needs or parsmetsrs de-
tamined by the idectity of mpecific pariners. In this way the resulting
project prospectus will almonl surely be scosptable in nost respects
‘%0 the vltimates team membero. It is aleo intended that a pajor part
of the burden of carrying out the feasibility studies will be borne
by the prospective partners.

It say alecat be inferred that if it im not possible to ideatlify
and obtain tentative copmitments from team mesberc at this stage,
there is something wrong with the project. The alternative, of course,
i %0 ase the project prospectus as the basis for finding partners;
but this procedure oftan requires tims—consuming “repeat™ stadies 30
establish key data and conclusicns. The "repeat" preblem arisss becaase
the original results would plmost inevitably confliict with certain
conditions specific to the prospective pariner being pursued.

4+4.0 Ine Projeot Prospectus

Oiven sentative board endorsement snd tentative commitmonts
from the other intendsed %eam members, the project prospectus Beocmes a
baseline docupent apon which the partiee can establish their mutual
tonmitnents to completo detailed isplerestation planting and to go
ahsad with phymical implemeniation. At this stage all questiond
matarially inflaencizg the projec*'s viabllity shou'd ‘have bean resolved
or the areas of spncertainty reduced Lo animportant dimensions. The
raspective ocontributiocns of each of the partnarg to the project appoar
a8 & part of this documest or as an ascoompanying exhibit.

As mantioned ip Section 4.4.T, in cases where the Leas has 20% .
tesn oompleted before isasanmce of the project prospectus; that dodumest
becoses the basis oo which recruiting aotivity then prooceads.

| 4+4.9 Igplepentaticn Decision

Wher the project prospectus and the Tess are bolh complets,
’ the decisicn to gr ahead car be made fomal. One of the participants
or his agect will somally e agreed upon as the Team spanager for the
asd coenstiuctios phasss. The MUB Board would at this time
agree t¢ e [inal participation fommula and approve nevessary contracts.

With this step completed, the project mives iato the detailed
project planning stag=. L = -
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4.5 THE PRUJECT PLANNING STAGE

After the implementation decision is made, thers are usually
many planning details to be completed. These may involve final equip-
ment parchasing spec!ficaticns and delivery schedulus, completion of
the projeot management and technical cadre, submission of required goverr—
ment documentation for licensing and necessary imporis, arrangosenio
with construction cootractors, and others. It iz frequemtly the case
that this planning stage overlaps the physical inplementation stage,
sinoes the site preparation and oomstruction oyols may logically bagin
before final equipment parchase commitments need to be made,

4+5.1 Final Project Planning

Thios task refers to preparation of documents to form the
basin for conatruotion ..ud,’ur purchase agreements tc cover the physical
project, as well as such important items ae supply and distribution con—
tractes, %0 name only a few.

4452 Final Copitpeate

When planning hae progressed far encugh, the construction
schedule is set and sgquipment contracte are baved aspom that benchmark.
Other commercial agreements fall into place. Management contracts, if
any, are aleo concluded. Financial agreonents such as suppliers’ credite,
loan disbursement schodules and cthers are concluded. Secarities issuss
are put into fioal form. The sum of these diverse activities constitutes
the "Final Commitments".

4.5.3 e Project Plan

f
By this tipe, too much detail exists fer all of it %o be
bound logioally into one dooument. The sum totsl of the commitment
documents may be referred to as the Project Plan. A sugmary cf the
major commitments and schedules may aleo be compiled and referred to as
the Project Plan. : N

4.6 THE IMPLEMENTATION STAGE

Section 4.5 mentioned that implenentation may often begin
before the plaoning steage is completad. The boundary between tha two
otages is probably not very crisp. BSut the beginning of the physical
implementation is usually & well-marked and justifiebly celebratad svent.

4+6.1 Physical Ipplementation

This activity usually begine with sife preparation and
hopefully contiones into a long and profitable period of plent operations.
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| 4.6.2 #itbizewd frop Projest Wasagengmt ctivily

(| At some time daring the planainag stages, pechaps after
llllﬁlﬂﬁlnlllhiﬁ-, the Bank withirsss from active perticipation in
mabigecant. [(E.g., it aay Bave Beer a nesber of a project

forow established tc mssist the team leadsr.) ™hie is a dpcimicn
Milch §a taken, hopefully, whec 1t 3w clear that the project can make
»t‘ll-qr-l-u

4-6.3 isveswment Sepesvisics

=) This tory dsccien & forval Zack sctivity which begine from
e tise 15e Sank fimally coemite its fimanelal jarticipation. e
Bank oarrits cai shis task ihrouwst a spacial staff, esploying establisbed
reporiing asd coesultative procedures. It in aleed 2% fMIfilling tas
Zank's responeitility to safeguard ite imesinaat. The fupction continaes
indefinitely, and is uecally conplesented by placing a Eenk scpioes on
ths ¥card of Directors of the entarprise.
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1. INTRODUCTION

The purposs of this guidse is to describe requirements for the
preparation of the first presentation dooument to be issued in connexion
with a specific project being prepared and promoted by the Development
Division (DDIV), The document, called "Docament A" is a pre—feasibility
report based on the project identificatiocn studies. (For more details
on the relationship, see the IDIV Operations Manual , dated 27 July 1971).

T™hie "guide" is intendsd %o provide m%" as the title

impliesa, not a fixed specification. We should to indicate the

general content and level of detail judged appropriate for two parposest
1) %o attract the interest of local investors, and

2) 1o gain the support of govermment officials.

The guide provides & specimen table of oontents and descoribes
the kind of information desired under esch of the main subject headings.

da a further illustration of specifioc contant, please ses the
illustrative document, "Indastrial Alcohol Project for Country O which
presents a live example of the "Doocument A" pre—feasibility report.



2. DESCRIPTICN OF HEPORT CONTEN.S

m”mi.h“ﬂﬁlqﬂlm
- __g.muvmtﬁhmrm
maized that sub—giructure will frequeatly need %o be tailored
#lwﬁcmmlmm t officer prepariag a
4 mmww 1he project ia & panser
ent ﬂﬁpiﬁm--lnmvﬂmm- It is

{ that a reader be enabled Dotk no usderstand the bdasio charactoris—
tios of the project and to assess it “on ite merits”.



.1 latrodaction sed Sorpary

T™he parpose of thic ssction 15 to present a capoule descriptios
of the projeci s matare aed of its projecied resclte. Iu g few sene
tences, this ssoull allow = resder 1o decids wheller to go oo to
examiet Thr gew. 2l she raport.

2.2 The Cpreriumisy

“hs jerjose of this secilor is 1o describe 124 usiness opportuaiiy
available o= potentially aveilable. It is zocemsary to cosvey am cader—
otandicy of ke proposes rrolact; tis sarket intended to be sarved;
the Synssics of Lhe saritet, iscluding scch tirgs as price fluctusticas
and coppetitors’ aotiv’fies; and special factors. (such as favecsabls
svallabality of a kay lopat or of a sewly proven tschmcligical precess,
or spechiile goverssental wmeasurss) which give e project its dimtimciive
characiar and provide a “cospstillve adge”.

2.} Dgecriytion of ks Projact

e jurpese of hils ssotion is 10 define the phymical aspectis of
the project. Hwcepl whérs somg elessnts have bess by
warlicr meciions, 1%t is demired %0 provide am orderly presantasiss of
sabjects loclading, W1t not linmited %o

= proluctl range and volume
= production procegces and facilities
= inpute; ocosts and availability

= pricea
= dlutribation channels and progotilon teohnigues

= wpovial considerstivns such as transport, taces; licensing
AT desantn.

Hiore significactcheices need 10 be pade after furthor analyeis,
& boluren % Jompoling lechnical procesoes, the rationels sihoanid
be momariced. RHeasonp for seleciics of the projoct sizs sheild be
indicated: ws fur szeample, mirket paneiration joiential, sr linita~
tiog =i raov watorie] swailabilivy.

2.4 JTeptstive Fimsn-ial fnpiysis

e purpege of thin section is to Zieplay in as specific s sanner
A8 Jowsidle lie =apeoiad Tipsacisl characlerictics of &2 Fropowed
prejeot. Fils woald sciwally reguire 22 a =laigus ibe provisgion of
a proforer. 1Bcowe ctatonert, sn anglysis of he reguired igveswment,
and 2 " pEt=un afalysis. IE fome cases 3 cashflow amalysis womld
aleo ba [rdioc ted.

=
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It ie éxpected ithat, ot such an early stage, broad areas of un—
certainty nmust still exist. For example, it will probably not ba poseible
to give detailed cosi break-downs and convinecingly detailed equipment
liste. Nevertiheless, ths exhibite should be prepared in a form that
allows existing estimatem and/or judgements to be displayed. It is per—
fectly accsptable to show a total cost figure from which only one or
two of the wajor elements have been broken out. The intent is to
oonmunicate all that we know or can infer sbout the financial charac—
teristioce of the project. (The reader may be able to apply his own
erperienca or Judgement to fill in some of the blanks. In any ocase he
should be able to gauge the extent of the information lacking as well
as that at hand.)

2.5 Linkages with other Projects

This is a very important slement of the document. It places the
project in context with existing industrial snterprises and identifies
poseible and/or plannad projects which will have technical or commercial
linkes with the propomed installation. For example, a major point in
atiracting support for cne project may be the fact that related op—
portunities will naturally aries later because of parallsl developmanta.

2.6 Appendices

Although it im typically based upon a body of material collectively
referred to as "identification studises™, the "Document A" pre—feasibility
report is designed for maximum clarity and economy of presentation.
Consaequently many data tables, technical explanations and othsr igpor-
tant and/or informative background analyses do not fit readily into
the body of the rsport.

Selectiona ¢ guch valuable material may alternatively be pited
in the report or included as appendices, according to the project officer's

judgement.

3. SOME GHENEHAL NOTES

The following items represent suggestions designed to help the
project officer mchieve a high standard of asability in his completed
report. Some are cautionary notes; others are positive reocommendationa.
In general, it is expscted that attention %0 these details will redoce
the frequency of nagging questions from evaluatora.

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

- Whsre values such as costs are not precisely known, it
will often be umeful to employ an estimated range, rather
than to onit giving a value.
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*Socument A" will fore & basis for refined project
presectaticas later, sseuring ilhat suppors is found
to sxist. It ic completely acceptabie to include
key displays containing aignificant blaaks, in the
expactation that later studies will supply missing
information.

Critical assumptions shoald be Ldesiified. For example,
if a special govermment concession or exeyption is
required, this fact sbould be pointed ocut. (The idesti=-
fication of "key assumptions" im iteelf a matter iovol=
ving careful judgement.)



1 Jaly 1971 Develojment Divisioa
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T INTRODUCTION AND SMAAY

It is proposed to establisd a commarcial alochsl imdustsy in
Countzy 0. Productios of %.5 atllior gullsas a yeas san be supporsed
by avatlability of carrently wasted Ly—prodact aclasess from wegsr

Pendicg developneat of crgamic chesicel production asing alochol
&8 as izput, it is proposed 1o sarkel tie catput as a sandstory gelor
fuel additive, through govermment directiva. Ecomonice of the procase
and of altsrantive disposal ¢f Lhe raw satarial sllow sn scesptabls
;m on investment of 7 per cent atl a yearly sales level approaching
m Q.

I'ts &
R
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2. ™S JPFORTUNITY

2.1 Tee Availability of Unaged Wolsgmes

At aresent, and for a tueber of years pasi, ihers aas been a
lazge surplus of =olasses ~ the principel sagar tefiming by-gproduct =
en the locsl warket. Miile about a third ofthe molasses prodaced has
boen sxported the remainder has been asable o be dlupoumed of oan
world marketa and has wostly bean diccarded.

_ The molacoer - appromcaing 50,000 tore per year - iz available
A% a frecticn of the world warket price tc serve as the prinsipzal rew
na for on indast¥rial aloohel project. At a protable yield of
33 cas per ton of gpolasman, the ovtpu® woald be about 2.5 sillica
gallope of aloohel per year.

2+2 The Prodact: Industrjal Alcobol
World production of indastirial *(ethyl) aleohel is spproximately

tens. The world price varies batween - and per ton
and par gallon), Consumpiion of the product
n rth diﬂ_itilmiﬂll oan fﬂllﬂ“ql P s B8 @8 &
2.3 Ihe Long-kauss Marke! for Country 0 Prodaction

Singe indasirial sloohel, like =clsames, is a commodity of relatively
low valug/volame ratic, export would be hisdersd by Sransport cost to
the ocean port. Hence its prodaction waat bs justified By foresesabls
hm Cemand,

Chenically, ethy) alochoi is ihe starting peint for a large momber
of cogpoands Tinfing widespresd industyial uses, The diagram tolew -
givas an indicalicn of the rangu of possible chepical prodacts.

DILACRAX LATER 1

Thase organic casmicala are inputes for semafacturing processes
producing dyes and pipments, phamaceaticals, pest control agents,
plastica, phoiographic supplies and sarface coatinge mmong oShers.



e

It is projected that sconomical prodaction of indasirial aloobsl
in Country O will facilitate the cresticn of a chenical manufactaring
complex Tased on forwsrd linkages from the slochol sutpul. Flaanisg
stadies Bave begun and thsir states is oowwariscd *n Secticz 5 of
this report. Iut for the preeent, a potential base market for t2s
satire alcobel production is availabls.

2.4 Mo lsteria Markes

As an interin wsasure, i1 is propossd that the alochol produstios
be disposed of in tis fore of 3 motor fuel sdditive., The alecisl
wald by aixzed with gascline, im proporticns sp to a techmically as-
captable saxisum of 5, Oy the oil compamiss at their dspots, and
distributed throug: the normal chansels. Wotor foel cosmemptics is
mlblhiﬂ-ﬂ;mmnuﬂrm. Henos tha ;roposed
production o” 2.5 slllion gullons of alechol could sdpply about cze—
Balf of the poteniial conscmptiocs, based ou press~: sotor fuel zssagem.

The approach of warketing indastrial alochel as a mater fuel
Mditive usstil domestic orgasic chesical indugiTies can be deweloped
to absort lhe production has besn successfully used by Adwtralia,
France and India. It Ras besn dexonstrated that po techaiesl diffical-
Sies exintl) in fact pome advantage=s are clained for the aized fuel,
inclading betler starting, reduced sir pellutica, and redsced carben
diposite in the eogine. Bat oil companies bave not volantarily agroed
to the mizisg procedure, so the practioe has been for govermments to
fiz the tarme of such an arrangement by axecutive order.

In the case of Country G, it is estimatled that an ex-plant price
of §0.374 par gallon, =xclaling tax, would be fair to the oil companiess
Thia rate is calculated hased upon + « « « «
The goverrment would apply an excise tax to edmpensate for the reduction
1A duty oollected through reduced petroledm imporie.
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3. DESCRIPIION OF THE “RGJECT

3.1 Iie Production Frooess
. Aloohol preduction is a relatively simple process involving

fermdntation and distillation, The diagram below presenie a vough
achematic diagram:

ROUGH SCHEMATIC - PEOCESS FLOW FOR ALCOHCL PROTUCTION

= FLAME NT MG ey

AGENT D
I
3
' ) T
! FBHIH.HC* g 1 ALCOH0L STORAEE
-—@—J L
i
%4 - &a
? -
Cﬂ? ‘:‘; ]
=

! " .
FLEL —--i ’;Jhmmt
3.2 fgypilatility of lsputs , el

As mentioned in Section 2.1, on the order of 50,000 tons of nolasees
i’ sxpected 0 be available each year for alcohol production., CUaloula=
tions in thie report are based on 3 raw material coast of §2.80 per ton
f.0.b. the sugar mill boldiag tamks. It kas been tentatively indicatad
by two existing soagar wills that they would De interested in bulk sales
4t tis price level; as an altamative to domping. §2.50 ia the ecatimated
maximun price that ocan be paid for the molasses in order %o produce
aloshel at the $0.374 per gallon selling price and eara a reasonable
returc oa invegitmeant,

Since the axports of molaemes, though lisited in volume, have
recenily been priced at approximately five tines the bulk price of $2.60
per ten, it would be necessary to ensure Taw material sapulies through
a lang-term agreement.

1t is not foreseen that any problems would arise in connexion with
inpits of supplies, lebour, or utilities, assuming plant looation ag
saggoeted in Section 3.3
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3«3 Flanmt kaggimmlj

A psant for manufacturing the alcohol can be ob%ained asm a |
package unit from any one of a namber of ovarmeas oourtes. Thare may
be cost advantages to manufacture a nimber of the components locally,
taking advantage of the engineering and production capabilities already

in place. The primcipal elements, with a rough indication of their
cost, are listed belows

Rough Cost Indication™ Bent Candidatee for

Lopponent (x $1000) ~loosl Manufacture
Btorage
Molasees x
Alcohol x
mﬂ
Fual x
Fermantation x
Distillation
Boiler
Pumpe x
Pumpp Drives
Transport equipment = (partial)
TOTALy 150

As a first approximation, one would sxpect to locate the alocohol
plant adjacent to the largest source of molasses, which ih this case
would be the plant. The Temaining inpat would ba
trucked, requiring @omé 6-10 trips per day depending on the size of -
tank trucks employed. It im assused that output will be picked ap by
oll company truckss The two oxigting sugar refineries are only about
fifty miles spart and both are within four hours haul of the capital,
which is the ocentre of the fael market.
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Mhe following diagram gives the approximate physical relationships
among existing and proposed SUgaT mills, the proposed production
facility and the principal oil company depots.

LOCATION DIAGEM

EXISTING SUGAR REF INERY

9 oIL €O, MIXING DEPOT

ALTERMATIVE ALCOHOL FLANT
LOCAT |06

T= "7 s SEFIERY
IR
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4. TENTATIVE FINANCIAL ANALYSIS

Oply a Toush isdication of costs and jofit levels can bs given

at thiw olage of investigation. Thae following pro-forma profit asd
loss statement is based upon namercas assumptions which will have to

be individually explored.

FBO FoRwa PROVIT AND LOSS STATEMENT

(Based oz 2.5 Nillion Gallons culpat per snnom )

$ x 1000
Sales at $0.374 per ganllon (exclading excise tax) 935
Coat of gooda sold
Molasses 47,000 tons at §2.B0 130
Uther raw patarials
Labour
Dapreciation 15
Maintehance and repairs 38
Utilities
Other -
Selling and Adninistrative Expensse
Intereat and tazes
Other
Total 800
Profit before income taxes 135
Ineene tex 40
Net ,Tofit 95
Bet profit as % of sales 108

Similarly, rough order of magnitads estisates of return oz invest-
reat and cash flow turnarcand are presentsd below:



= later -

lruﬂhmflwm-n------m.l“!ﬂ'-
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1. TINTRODUCTION
The purposs of this document is to describe requirements for the
preparation of an intermediate fessibility report to be issued Auring the
course of the feaaibility stage.

1.1 Furpose of "Ibcument B*

The primary purpose of "Ibcument B™ is to obtain tentative agreement
of the Emnk's Poard to participate in financing the project. This step is seen
an & kay milesione. The Board's "stamp of approval® will ensble the Dovelop—
ment Division (DDIV) to make serious overturse o prospective project pertnars
on the besis that the Bank telioves in the project emough to participate
financially

(mse Joard endorsement is obtained, consideration may be given to roleasing
Document B itmelf for use as an aid in securing preliminary commitments from
prospective partners.

1.2 P:‘E':_tiun and Oubmission to the Board

It will be seen that "Document B* is gely based upon the content of
the "Dooumant A" pre~feasibility repo « In fact, it 418 & refined version
of the earlier report, with additional seotions designed to help the Board
appraise the project'a souniness.

Timing for preparatior and submiosion of "Dooument F' will be selected
to it with the progress of studies and negotiations in progress during the
feanibility ntlgoijn

A nogative decision by the Foard would effectively terminate the Bank's
involvement in the project. A positive decision is intended %o inmclute
guidence concerning tho approxrimate level of participation likely to win
future apyroval. Ioard endorsement at this stage is endorsement "in principle®
and ite lator ratification depends upon successful conclusicn of studies
eined £t scomomic, technical and social justifiocation.

2. DESCRIPTION (F REFORT CONTENTS

The following pages desoribe sach of the main sections recommended for
inclusion in an intermediate femsibility report at tha "Dooument B" stage.
It is emphasized that pub-structure of the report will frequsntly need tc be
tailored to the nature of & given project, hence no detailed outline is
spocified. The prcject officer preparing & report musi sxsrcise his ingemiity
to present the project snd accompanying anslypes in & mannsr consistont with
principles of olarity and full dioclogure.

SE? Please see "Cuide %o Freparation of 'Document A' (Fre—feasibility)®, DDIV,
22 July 1971.

40/ Plaase sne "Operations Mamual for DDIV*, 27 July 1971.
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It is desired that the Poard members and othar readers be ensbled %o
understand the basics of the project, including its sxpected results,

A summary of a tentative finamcing plau will alse be provided, indicating
suggeated participation by the Bank. Pirally an sppraisal of riske ipharent
in the project will be prosented, to enable the Board to Apply ite balanced
Judgemant to a decision.

2.1 Bummary and Recommendation

The purposs of thia first section of the intermediste feasibility report
is to present a oapsule devoription of the projoot amd $o briefly otate the
basis for recomrending Board endorsement of the project. The suggested
amount and proj.rtion of the Bank'sm participation should alsc be diselosed in
this section.

2,2 The Opporftunity

The purpose of this section is to describe the tusinass opportunity
avajlatle or ‘potentially available. It is neceseary to convey an under-
standing of the proposed product; the market intended to bs served; thes
dynamics of tho market, including euch things as price fluoctuations, quality
and siyle considerations, and competitora! actions and possible reaotions.
Attention should be drawn to special factors, such as awailability of a key
input on favourable iermo or the emergence of & nowly proven technological
process, which are expected to give the proposed project a distinctive
character and provide tho besis for oclaiming the existence of a "oompetitive
edga".

Adsquate data to substantiate market and pometration esatimmtes should
be includad. Uncertainties which might give rime to serious queations should
be pointed out, and plapns for resclution summarisged.

2.3 Desoription of the Project

The parpoos of this section is to define the physical aspecta of the
project in suffiocient detall tr demonstrete understanding of potential
problem areas and preparsdness 10 deal with them constructively.

Except where some elements have been pre-smpted by oarlier sections,
it is dosired to provide an orderly presentation of subjects including, but
not limited to:

—product epacifications, product limes, and volumes

=production processcs and technology

-sourcens of inpute

—plant and equipment requirements and likely sources

=urices of inpute and ocutputs

~distritution channels end tentative plans for establishment
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~gales promotion teckniquss anticipated

=plans for acquisition of management axperiise

~training requirspentis

=special comsidorations smich as tranasport, taxes, liconsing arrsngoments

Hhore major aelections have been made among alternative approaches,
(fur example, among altaernetive production procemses or distribution chamnels)
the compating solutions should be idantified and selectior raticaale
summarized. The basis for melection of the project mize (e.g. raw meterial
‘availability, economic production scals, market penmotration factors) sbould
ba disoussed and conclusions presented.

2.4 Proliminary Financial Amslyuio

™o purpowe of thin wectiop ism tn display in as specific a manner se
poesible the expootod financinl characteristics of the project. is a
minimam this includes a five- ov ten—year proforne operating sumsary, a
soderately dotaile’ orofit and loss statepent for the expected mormal
opernting point nf the plant, an investnment anlysis indiceting cotimated timing
of inoremante and including Hﬁrh‘;ﬂﬂ capitel roguirements, a diacussion of the
appropriate deprecliation and amortization wobedulss, end a bragk—aver
analysis. A ocash flow summary will bo employed to mupport tha working
capital schadule.

I+ is oxpocted that siseablo aresa of uncartainty will still exist
whon Document B is prupared. The report should comment on these gaps,
noting the expucted method for r-d.uﬁng the uncertainty to a level acceptable
in tha eventual project prospectun '

Bxhibite should ba prepared at the uppropriate level of detail %o permit
existing ostimatan and data to bo presented in full., Mhsre data is
inocmpleto it ia acceptable to show a total figure - for production costs,
a8 an axample — with only scms of the component elements broken out. It may
ba upeful to indicate a range of values for o few clements whoss imporsance
requires an esiimate, tut for which good date is not yet at hand. (Fart of
the function of these exhibite is to diseclose gaps in the project information,
as wll sz to present what has slresdy beor mocumilated.)

2.5 Contritutions and Intersats

Tho purposs of this eaotion is to describte tha results of preliminary
analywes ard negotiatiors soncernirg the shepe of the sventual project
sgreements defining "cortritations and interests" of the t<am membars. It
in intended that the section provide as much detail as peasitle. Khero some

41/| For a descripticn of the project prospectus, pisase see seotion 4.4.8
of the DIDIV Operations HManual.
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of the inforgsuion {3 speculaiive, perdape representing little sore than the
project officsrm judgement of what a sultahls alleoation might be, this
should be alearly siated.

The Sorw "oontritutions and intersats* refors to the wicle resge of
pariigijetion medan through which projoct partners way supply Tesources to
the nrojoet, sl 'z turs darive borefite fron it. Thue, sarmgenent
coptrects, enpply ariangesents, liconsing of tocknolozy, and sarketing
sgrespmotE &pong olaers may be ipcloded. All such arrangements -
exgress or iaplled = whick are 1ikely %o iowclve projest tecan membera
should be dsarribed in this ssotion to comvey the extirs mysteq of
participetions and lensfites. I% is of great importarce thot no material
elemenit bo cndited, apdi thoe project ofTicer i{# required o exsroise
oare in idextifying nll selovant items, JAnong other rexsome, this
specit] cE™ ic mecesumry %o protect! the Bank from poasibls laswsulits
for segligonc: or misvsyresertiation at & later iime.

2.6 Project Blak dzslymte

The purpons of tkis secilon de %o exploe the mmjor risks inherent
in $he oot & i has been elaboratat to date, Cemmunlly, the
subjeot =ur bc cddrassed in termm of tochnclogical, mmegemert, marksiing
amd fimanciel risks. Ap owermil corclusicn mhould be pressstad, rating the
project ar “commerwatlw®, “soderatlely conservative”, "sodarstslr spamlative®™
or "spamiisiire™ ia “amc of safety of the Dank's propesed investmant.

Tee fallovine ropresenie o parsial illasiretive chackliiss for
identifying visk clmants. The comprabsraive lieiing is alges: infimite;
esch project wificer wust use Bie judgemen, and his krewledge of the
sppertunily, the mojec!, **vl the prospesiive tedz peseders to idaatify
the critical =ik (tses feor his projeet.

ILUJTHATT . CRECKLIUT AF FROJECT RIJK ELEMENTS

—avellebilic of ==t
~distr miiea acpaic
T IE g oot
~prodvet 3'yle
=rtciion of paghknt

~oomneil ilda
-gilyap

i
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and Frofuotlon B

-TRW a

=labour skill and availability
=~tmchoc locy

~infrastruoture

=location

=gast

=plant comstruction
~achaciul ing
-ﬁ-;-hu

[EL 4
-other

- “balanced taam

~adeguacy of finance

' =training provieions
=comtract torse
-ariiwmticon of sanagement
—supplier ilncentive
~proefitability
~accial and politioal fectors
=olhér

LY

.7 Li with Frojects

This is & wry lajortant slesent of the docusent. 71 places the project
context vtk existing izdustrial eaterprises amd identifiss poasible
_fﬂﬂl-ﬂmjuhﬁinh will bavwe techmical or comsercial limks with
the proposed installation. For exasple, s major poimt in attrecting support
for oma project may be the fact that related opportunitiss will maturally
arise later btecanss of parmlls] developmeots.

2.8 ippeniis: Supporiing It aml Amalyses

"Tocunest F' is based ujum the "locumcmt A" pre—"sasitility report plus
additicanl studies and agalymesn. Cortain data tables, technical explanstions
and sther iaportant andfor izformative background ancliyess 29 not fit readily
inte the bdbady of the roport since it is designed for clarity and simpliioity.

5

Saleotiore cf such walualle saterial say altersetively be cited in the
report or inoluded aa apperdices, acoording to ths jToject fficer's ﬂll-ﬂ



FOST TITLE

ORATIOF

MULTIFATICNAL TEVDLOPNENT BANK (MD3)

Y. ARUUNCENSNT OF FOSITION OFERINDS IV THE
IEVELOPEENT DIVISION (DDIY)

Senior Project (fficor - Frojeci Preparation and
Promotine (2 poaitions).

(na or two yoars; may ba renewed

DATE REQITEED As eoon as possible

ey

e |

IUTY STATICH Capital City, Oountry G, with pecosmary trevel within Africa
and abroad
(RECTIVE OF THE _ -._....H....,

DEVELOMMENT DIVISION: - To establial new industrial pro

(aml devalop sew usiness for h.'ll:) by idest
preparing and proacting viable jrojects \r socordance

with prioritics asd policies establiched by tha

'3&

catienal goverrmenta, the Zcoooaic Co-—operation

(rgamisgation and the NDE.

Undar the directicn of the Mamager - Develsmmen: [Mvision, the

Semicr Project fficers will fora the muecleus of 1he newly

established Division during ite dewelopmenial phases.
Specifically, the Serior Project Officerw will;

1, Ifeptify lsdusirial project ideass

through contact
with private and pablic ageneisa. (Altermatively,

DOTV will receive datailed project iduntification

ropartis from ‘he Sark's Flanming Divieion.) PFarticipate

in avalualion of the ideas.

2. Propare pru-reasibility reporim on selected project

ideas an the basis for enlimting prespective

partmecs and govermeent support. Conduct scosasary

preparatory studies, making appropriaie use of

specialised outside techricsl msaiwtance. Comduot
discussions and segrtiations incidert %c enliotment

af partvers asd goverrment support.
3. PFlan, direct, asd participats in the exeontion of

. nocessary further stulies Lo esteklisk faasibility
and viability of the prejectis, smploying apprepirate

epecialised technical sssistance. Cenmtizue
attraction of, and tiationa with, prospoctiive
project tean moabers (fimancial, tesknical,

sanagesent, sarketing comiritutions aa appropriate.)

=
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4+ Prepare intermediate feasibility reporte for MW

Poard endorgement. Prepare fimal projoct
mpmh_m:n to demonstrate project fosaibility
and viability, and to describe proposed fiparcial
m-

5. Participate in drewing up of fipal comm!tments

SOLE project tcas wesbers regarding contribution
and interests, and demignation of project £
lop) =entation. . i o il

6. If nsocessary, represent the Pank on an isplesentation

task force to assist the preoject team BunAge
during completion of firal dotailed impleme=tation
ATTAngEmento.

7. Direct, guide, share work and respensibility with

sssignod local conmterpart. A major objective of
the project cfficer im &5 help the sounterpart
develop the range of akills and experience necedsAry
for an evertual independent role.

BACENHRIND
INFORMATION:

administration very dosirebla, Teor.ogn familiarily with
rangoe of indusirial procesmes aml with finapcial, marigeting and
managesont napectis of setahlishing inductrinl enterprises.
Demonstrated capability in arsoutive-level negotiations,

as through management or consulting cxperienca. Imagin&tion
and drive to create prijects and project teams, begimming

with very !imited dsta sources.

Znglish

The Multinational Development Bank was chartered in 1969
by ibe goverrments of Country A, Counmiry O, Country 5, and

Country E.

The Bank is axclusively comcermed with the furtherance of
its sespbers' indestrial devclopment. WNDA has recently
establ ished the Development Division to foous and expand
ite project development activities. A manager has been
appointad; planning and iniiial project work are underway.
Mapning of the eenior staff and oounterpart posts

is mow urgently required.
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A JOINT PROGRAMME
TO COCRDINATE CERTAIN AFRICAN DNDUSTRIAL FROJECT PROPOSALS

1. INTRODUCTICN AND BACKGROUND

1.1 INTRODUCTION

A lerge rumber of industrial projecte which African countriss desire to
establisl cannot be justified on ecomomic grounds unless neighbouring markets
are made available to absorb important fractions of plant capacity. This faot
has frequently led to the proposal of such "sultinational™ projects, but usually
without the prior benefit of reciprocal agreements among the countries involved.
In fact, there are instancee of simultanecus offerings oy several neighbouring
couniries of almost identical projects, esch propoeing io distribute much of its
output in the others' markeis., Buch happenings have bean a source of embarrassmer
to all concerned and have led to insiastent suggestions that such projects be
“goreenad” hefore inviting prospective investors' attention to them,

- . This proposal describes an action programme to ooordinate the adoption and

_ promotion of certain projects involving multi—country markets. It im tentatively
proposed to invite the sponsorship of established African inter-govermmental
sconomic cooperation organigatiors for a joint UNIDO/ECA task force to rationalise
existing project proposals, 1o win their endorsement by involved governments, and
fo develop project brochures for the resulting set of endorsed projects, The
sotion would be scheduled for completion within the 1972-1973 period to produce
~iable projects for a projected African investment promotion meeting in 1973 and/
ar for promoticon viz other channele at the govermmertsa' recuent.

1.2 BACKGROUND

The Third African Meeting for the Promotion of Specific Industrial Projeots
was held from 24 November to 1 December in Abidjan, Ivory Coast. The nesting
was organised Yy UNIDO and jointly sponsored by UNIDO, ADB, and FCA. Several
hundred million dollars worth of projecte were discussed with prospective investo.
Participants from industrialised countries and African industrialisation officialr
the affair successful in terme of the esiunbllshment of potentially
~“ productive personal contagte and the discovery of mu%ual interest in a oumber of

projects,

However, a source of comment and disappointment among eome of the participan
wes the frequent appearance of "unscreened” multinational projects presented by
individual govarmments, Such projeota had been prepared on the basie of a market
assumel to include neighbouring countries as well as the hoet country. In most
cases the neighbcurine countries hed not given, #or been asked to give, assurancer
that tleir markets would be available ard that competing plants would not be
permitted to be installed there,
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The investors felt ihai thay sculd mot ressonably be asked t accept tha

mulmmmummﬂmuwdﬁm
Judgement was based on the probability tast some fom of reciprocal

have to be negotiated, invelving at least several and

of projects. It was underutandatly felt that this job sbould have

ed out iz advance of presenting the projects, mince i1ts succesaful

would be a basic prerequisite to the projects’ commercial soundsess.

I}
£

like

:

i
3

2. FROCEAMME DESCRIPTION

2.1 APPROACH

The joint programme is designed to oparste in cloee conjunction with the
secrotariat of an established inter—governmental economic cooperatlion organization,
PCA and UNIDO personnel would vimit the secretariat and the appropriate industrial-
isation officials in each of the member States 10 Luwite support for a mpecifia
set of industrial projscto. The projects would have been sslected insofar as
possible from theee projects sulmitted by the member States at the recent Adbddjan
project promotion meeting. Necessary additions and/or substitutions would be made
on & pragnatic basis, the objective being to arrive at a set of projects endoreed
by all of the member States. It is axpectel that the set would contaln one project
for esach country, and that each preject would share the markets of all the states.

It if tcetatively propoced that (ritial efferts be foruiosed on the nembere of
the UDFAC, tegether with Chad. Details of the prelininasy erojeot lict aad the
gropossd operatissal proctdure ar ~ivern ir the fellowing roetions,. . second
applicatisn of the proposed might appropristely be the Entente-Jhama group. Aguin,
details are presentsd below,

The motions proposed herein would be coordimated with those called for im
the proposal for the establishment of Multimational Industrialisation Agencies tm)ﬁf
Briefly, the emplasis here is on the selection of an imisial set of industrial
projects, while that of the NIA is upom the instituticmal system for implesenting

and expanding upom such efTorts,

42/ Please refer to Case Number 6.
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2.2 TEMATIVE PROGEANIE FOR UDEAC-Chad
A tantative selaction of projects is lisied balow. It has been developed

prisarily from the projects pubmitted iy the count™iss at the UNIDO/ECA/ADB
Froject promotion mesting in Abidjan. The selection has been made on an informal

btasis, considericg to the extent possible the resources and other econcmic
‘charscteristics of the countries,

Country Abid jan Project Title Bet. Inv. Remarka
M&‘ m
Camervon  CME-15 Alr conditioners and na
refrigerastors
CAR CAR-DS Tyres and tubes (bigyoles 1.2
ard mopeds)
Chad CHImOG Malt factory 1.2 Msy require larger
capacity., (Initiallr

conceived for domest:ic

market only).

Congo (3) COB-O1 Pulp, paper and boards 1n

Jabon - Petrochemical plant ra Gador 414 mot submit
projects at Abidfjan

Mo rigorcus justification for the set of projects given aboves is offered;
in faot none is possible with the limited data available. Nevertheleme, the
projects have all been considersd desirabls hy the individual goverrments, It i
Also nearly certain that ocach regulres more than its host country market to be
viablo., There 18 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 TENTATIV/E PROCRAMME PR ENTENTE-CHANA

A tentative solentien of projests fer Entente/0hena is tatulated below-
The list has Leou developed priparily from ihe prejecis presonted ly the countrie
at the UNINO/MCA/ADE project promotion meeting ln AMidjan. Selection from csoug
the projects har been mads cn 2n informal. semi-intuitive basie, miﬁuﬂm %o
the extent pocriile the ro-curces and othe> economic charestaristics of the
gountries,

Country £bid jan Project titls Eet. Inv. Remarks
Proj. HNos ES* m. _ : :
Dahomey - ' Wire drvaving br screp na FCA proposed
meliing and rolling mill projoct

Ghena NHA-C2 Kmaft paper/boards 0.5

Ivery Coawst I7C-13 Pharmaceuts nal pircductn na

Niger HER-O) lisat and tomato canning 0.7

Toge -0} Peotioides and inseotisidea na

Upper Volta UE[-10 Eramelwnss 2.0

fo rigxrous or detesilsd justification Tor Yhe sat of projects givea abova
i8 offered; ir act pone iz posmible with the limlted data avallable. Heveriho-
lewr the projectm hwe all besv conmidered desirable W the irdivicual govermment:
Since it i= =loo nuarly certain thal each oroject requires more than its koot
gounizy mariet tc Le vieile, thera is a pi-ong priva feoie casc far reclprocal
agreanenie weorg tha aix counbsias o aeerning market entry and possible protectio:

2.4 FROCEIAEZR =00 1FLEGSHTATTON

It ir fentadivelr nlapead to invits the support end cosparation of the inmier-
sovertaneial ormaprizations (ﬁna Entonte in one ua.!m aid UDELC in the cother) es'an
esseibkdnl olcimnt In e dnplesentallon of iz two progiemmer Sosariled abowve,
Purtharnoro L..;n Centinl Efrm-,r TAMDAT in th= ease of UDBAC—Chad, pnel the ADE ir
the casz of iho dntuntz<ihenn have besn involved (as have UNIDO apd ECA field
office~ ) in proliminary nhars3 of atbsqpis et industrisl development harwenimatic
Initinl iatarest hue nisc Leen sxpreseod in the Multinatioinel Industrinlisstion
Agenvico -:-ﬂn"ﬂzl'.‘". amorg eyt of the groupe und couatries concerned, Thus their
participnilon in thiv covivity may be ‘avitoed on a priordly basie as a ppacible
means of achisvrivg a ccordinated programme and of applying the maximum rescurce
possible.





