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PROGRAMME OF ACTIVITIES FOR THE IMPLEMENTATION OF THE PREPARATORY
PHASE, 1982~1984,'0F THE INDUSTRIAL DEVELOPHE ‘L DEC ADE FOR AFRICA

INTRODUCTION

Expected outputs during the preparatory phase

1. The Conference of Afrlcan Minlsters of Industry, at its sixth neetlng in November
1981, 1/ concluded. that the actions to be unéertaken aurlng the preparatory phase
(1982-1984) of the Decade would 1nclude._‘”

(a} preparing a coherent and internally consistent set of natlonal, Sub~
regional ani regional pollczes, master plans and programmes, as wall ag deslgnzng
and promoting institutional machinery to achieve the obJectlves of the Decade f .
in particular and the Lagos Plan ‘of Action in general;2/ ) '

(b) popularizing the Decade Programme; inciudihg'fhe’effeotivbftee'of the
mass media; 2/3/ .. : '

(c) elaborating znvegtment programmes and progects at the natlonal, sub—
regional, 2/3/ regional and. 1nternatlonal levels. for. subm1351on to financial and
investment institutions and a programme.to strengthen or- establzsh natlonal,
subreglonal and reglonal financial institutions as requ1red" o

..(d) . preparlng an zndustrlal manpowez development plan 1nc1ud1ngp in  '
nart;cular, a. programme. fbr the trazn;ng of. speclallzed African 1ndustr1al and
technological skzlls, at the natlonal,subreglonal and regloaal levels;

(e) adopting pol;cy instruments to fostor intra-African industrial eco- @
operation,. 2/3/ especially in the areas of trade, technology, promotion of ‘
African, speclallzatlon and. aomplenentarlty, raw material. assessment, progect L
finanoing,. manpower development, entrepreneurlal capabllltles, 1nformatlon, S
consultancy. serv;ces, .and _energy;. and

{(f) establlshlng an Afrlcan 1ndustr1a1 consultatlon negot;atlon, and
arbltratlon mechanism within the framework of the Final Act of Lagos.

L re ettt e T S e e . o

1/ See Report, ECA/CHT.6/INR/8, Part Two, paragraph 10.

2/ See "Guldellnes for- initiating priority actions ‘at the:rational and -
, subreglonal levels, 1982~1984, for the lmplementatzon of IDQA", ECA/FCIA 7/INR/WP/3.

3/ “Ges’ dlso TReview of modalltles fOr the lmplementatlon ofF IDDA at. subreg10nal
and realonal levels” ECA/FCIA,.7/INR/WP/4 and Progress and actions taken towards the
1mp1ementatzon of Industrial Development Decade:, ECA/FCIA.7/INR/WP/1.
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2. In elaborating upon the above actions, the Joint Committee of the OAU, ECA and
UNIDO secretariats in the implementationof the programme for the Industrial
Development Decade for Africa noted the fbllow1ng considerations which should be
accounted for on the first phase:

(a} Contribution to the basic policy objective of collective self-reliance
and self-sustaining development;

_.{b) Promotzon of the development of. 1ndlgenous capabllltles,
{c) Development of a core of Jntegrated pro;ects for structural’ change,.
with maximum linkage to agriculture and transportation and related t6 eurrent
national pro;ect 1deasf :

-

(d) Contrzbutlon to the development of natlonal, subreglonal and reglonal
prbductlve capabilities; : Lo

(e) Reductzon of dependence on external factor inputs;y.
(f) Recognition of the role of market~w1den1ng and raw mater;al sourclng as
means of 1mprov1ng the range andnlevel of proﬂuctlon,_ _ ;

(g) Inductlon of changes in the pattern of tecbnical 3551stance so as to
accelerate the reductioh of exteznal dependence.= ' - »
These conszderatlons were seen to facilitate governnents' effortfblndlvzdually and
collectively, in dec;dzng on’ appropriate courses of action and to assist the three
secretariats in 1mplement1ng the dec;s;ons taken by tbe Mznlsters of 1ndusﬁry.

Incorparatzng the programme far the Decade in natlonal plans

2. Since all countrles have elreaﬂg drawn up their own development plans, ‘thelr
reallgnment with the ob;ect;ves, ideds and concépts of the Industrial ‘Development .
Decade; in whole or in part, will depend entirely on lacal conditions. Conseguently
the steps leading to the incorporation of the programme for Decade in. national ‘plans
described below is only 1ndicet1ve and subject to change,

(a) Step 1: Examination of the existing hational development plan in the
light of the concepts, objectives and priorities of the programme for the Industrlal
Development Dacade with a vmew to 1dent1fy1ng gaps and formulating alternatlve
proposals: . -

5

(b) - Step-2¢ Examlnetlon, analgs;e and evaluatlon of . the exlstlng natlonal
industrial and economic structure, its inter- and. lntrawsectoral relatlonshlps,
taking into account the operational efficiency of existing industries and the’
;'prodUGt Yiries ‘éssential for the satzsfec*lon of baszc needs, and 1nter-related

fadtor inputsy - - : co : S
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' (c) ‘Step 3: Rev:ew and assassment of existing lndustraal pro;ects, lncluﬂing
national project ideas and’ on-going progectsf as well as exzsting production faci~

lities ‘and capabzlltzes. s

I. PRIORITIES FOT PRFPARATDRV thSE 138“-10

”he need to fbcus effbrts

4“ : mhe programme for the Industrlal Develcpment Decadé fbr Afrlca (1980«1990) was
the first major step in dmplementing the chapter in the Lagos: Plan of Action .. .
devoted: to 1ndbstry "/ The': programe cavérs the following . subsectors. food. - R
,proce331ng, textzles, fbrest«based industrzes, building materials and construction
industries, metallurgical industries (with spaecial emphasis on iron and-steel,
aluminium, copper, lead, zinc and tin), chemicals (with special emphasis on

ammonia, nitrogenous férﬁzl;zers, ‘potash fertilizers, pharmaceutzcal ingredients,
traditional medicine and biomass~based chemicals), englneerlng 1ndustrles {mechanical,
non-electrical and transport eguipment, agricultural 1mplements, machine tools,
foundry and fbrgzng facilltzesj, small—scale 1ndustries, major factor. 1nputs and

raw materxals. : .

5. ' Since resources are generally too scarce to be spread over all the 1ndustrzal

_ subsectors and. N0 gountry is so0 endowed W4th natural. resources, finance and
capabllztzes that it can-cover each prlorlty, it 18 essential that sone development
focus e 'set. It is all the more essential at & time when the decpenlny Iinternational
economic crisis threatens thé“surv1val of African countries, The 1ncrea51ng1y
unsattled 1nternatzona1 economic sztuatlon has. aggravated tbe meagre e31stence of

the Afrzcan _peoples,: and five perszste"t major economic erises loom menacinglg over
the reglou'ltha&& of . food, energy; ‘balance of pagments,’ external debt burden and
poor managsme . Furthermore, excessive depencence op:axtarnal factor 1nputs and
other goods‘aném‘ rvicesg only serves 6 hezghten the balance of payments crisis and

conty 1bute to the underutllizatzon of capacities in the region,
: K ;'5'\.-'1.‘:; g

6. Given the current national and international crlses and each c0untry,s 1nab111ty
to be fully =sé1f-sufflczent, it would be" 1mpmact1ca1 fbr any country to Iaunch

into a2 wide range of 1ndustria1 activi ties’, izrespectzve of. the strateglc-szgnxflcance
of such expansion. Thus, in order to avoid falling preg to unsustaznable 1ndustr1al
commltments each country should: ‘ s

(a) - evaluaﬁe the need to focus resources on, prloraty and cvre pzo;ects,

(b) appra;se exzstlng productlon facilitzes, part;cularly those sufférzng o
from excessiye underutilization of capacztzes, with a view to reledsing resources
from non—straéeglc industries so-as to' revive “those that have llnkages Wlth the
core lndustzzes appropr;ate to the  country; and

il

1/ OAU, Lagos;?lan of- Actlﬁn for the Economlc Development of Africa,. 980~2000, f.;'7 Y
paras 50 75 i e T . , :
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{(c) make efforts to collaborate with other deve10p1ng countrles, at 1east 4
:those in Afrlca.‘ﬂ' - R . .

Choice of priorities for the preparatory phase;(1982-1934)

7. The choice of_pr:orztzes should take znto account (i) the full range of the
programme for the Decade (ii)’ the guidelines for the preparatory phase set by the
Sixth Conference and related considerations, and (iii}) the need to conceptrate on -
resources in those subsectors that can serve. as the engine for’ industr:al : =
development. Horeover,. ‘the choice of 1n1t1a1 activities at the natlonal level be
governad by resource endowment, dbmest;c market, economic co—operatlon arrangements,
and the level of development (55, § summery, the general. crlterla governing the choice
of activztles fbr the .period 1982~1984 aré as followe.u-' : ST

(i)-»the need to lay a Solld foundatlon fOr selfwrellant development;r, ft

‘1ii)'-the need to ohoose coherent but lnternally 1utegrated packaaes of
.. . programmes’ based on available raw materials {resource~based and
';Aengzneerung cores as a basis for speclallzatlon, taking into- account
.- the resource constraint);

- (iii)  the need to develop,..as ‘soon as posszble, domestzc capacltles to e
L produce 1nputs reguzred in the pr;or;ty sectors: fbod and agrlculture,
transport and communlcatlon, and energy;. -

(iv) The need to choose subsectors which are relatzvely labour intensive,'_
o yet at the same time, generate a w;denlng range. of demand for skills
- 'whié¢h can be' met bu tralnlng on the Job or through speczfic traznzng
- programmes - :

v) The need -£0 choose subsectors whzch are cazwxers of technolcuy g0 as to-
“"v:facllltate the - acquisztlon, adaptation and develOPment of technology,

(vi) The need to choose subsectors which. can counteract- the current and
. _antlclpated economic ‘crises by reducing excess capacztzes in .
“existing plants, and produ01ng spare parte and malnalnzng eau;pment I
:.'Jn the agr;culture and transport sectors; . G

(vii) * The need to choose priorities in subsectors and product groups which
are compatible with domsstic markets, suited to industrial joznt
ventures between African .countries, and feaolble on account of. raw .
material complzmentazutu, : : L :

" n N ‘
{viii) 'The need to choose engzneerzng capztal goods which -are capable of bezng
o used to produce them, as 'well as the productlon of other capztal goods,

8. In the chapters below, options in resource~based core industries are &escribed,_
as are those in the engineering core programme so ‘as to enable Governments to choose
core areas apprcpriate to local conditions. The document is designed as one of
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the inputs into the national and subreg:onal workshops whzch are expected to define
and select the relevant resource-based and the engineering cores, whereafter
national and subregional investment pragrammes and projects would be prepared and
promoted during the period 1982~1984 on: “the basis of: these .programnes - and. projects
specific tralnzng, technology, energy and raw materlal requ1remants would be '
calculated fbr the same perzod. ‘ , . :

I1. Eﬁéﬁ{ﬁﬁé&mc - m_'sm; ¢QRE 'PROGRAMME

Production aspects of the Ehglneerlng core and nrlorzty pro;ect areas

{1) Charactezustzcs of the. engineering core. 1ndusbrg and lts relatlons upto the
objectlves of the preparatorg phase o v ~1?_“;’:“.}‘:, R

9. The developmental s;gnlficance of the engzneering core extends far beyoné its
commerc1a1 yleld. It makes a SDGlelC contribution to the subsystém in that:

(i) It 1ntegrates varlous 1ntermed1ate resource-based 1ndustries both within
the industrial and other economic sectors by virtue of the fact that it
© produded: capital, goods, agricultural 1mplements and eaulpment, and
transport and communlcatzons goods; - .

(iif, It is-udad for. R.-& D, especially in the production of prototgpes, ‘thus
contributing to the acquisition, adaptatlon and development of ¢ i
technology _

._t.|

(iii) It generates a wide range of skllls,

,fT{i?)ffIt has the capacity to. reproduce itself: the; equlpment and plants
- - also used to! praduge the equlpment used bg the engineerlng '
'.1ndustry 1t$e1f “i A i ‘

Lo e

';;(2) Raw materzal anuts requ;r‘d fbr the development of the subseator

4
10. The bas;c raw materisl’ znputs FriE6 ‘Ehe cure subséator 1nclude the fblloming

products derlved from the resource-based subsectors:

(i) Steel shapes

1;Pfa).£Carbon steel bars and bar shape5° qheets and sprzngs, structural
L fshapes, plates ere and wire productv- tln plate, othex . shapes,\?{

' ﬁIIOy steel (except sta1n1ess); bars and other shapes,

Stainlesé steel.

(ii) Copper and aluminium shapes

(a) Copper and copper-based alloys: wires, bare and insulated;
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(b} Aluminium and aluminium based-alloy;:
(c) Ferrous cast;ngs. 1ron and steel

-ﬁfd) Nonmferrous castlngs,

(3] The maln pro;ects comprlslng the englneerlng core

R

11, The most bas;c core pro;ects comnrlse * the foilow:ng plants and equlpment,_r

(i) Machine tools: the specific types of equipment covered are deflned
by the forms of. operation- drilling, drlll presser; bending, boring
mills, jig borer, broaching, grlnder, gear hobber, lathes, milXivg -
machines, shapers, screw machine, planers, and measuring egquipment;

(ii) Foundry° fbr férrous and non—fErrous ‘castings;

Forglng equ;pment. fbr manufactures;of formed shapes,N

r) . Heat- ~treatment equlpment fbr hardenlnq and temoerlng of parts £k
L. and components,_‘ ' SEo B C P R

,I(v); Machzneﬂshopequlpment for manufacture of_parts and components used

inm assembly and sub»aSSemblur IR e SR
PROURIE Y ple '

(éff' Tool-rdom equlpment“ for produdtzon of j;gs, tools and flxtures, for
repair and maintenance; R R AT TRV L e .

“tvii) Fabricétion equipmént: fbr malntenance of articulated and fabricated
structuyres and componentsy: . o PR I e

{viii) Metalmcoatlng equipment: for lonamllfé surface protectlon of parts and
componenis Ll T e D . . .

12. Some of the ‘ma jor progect areas in this-subsector' are .in the production. of
machine tools snd metal-wbrking equipment: cutting tools; jigs, tools and fixtures
Ffor tool rooms; foundry and forging egquipments. In the short-term,. the raw material
inputs could be obtained through long-term purchase agreements from African countries
with iron and. steel, such as. Algerza, Egypt, N1ger1a and Zimbabwe and imports from
the rest of the world. “More irén-and steel pro7ects ‘Are pronosed for the. JTong+-term

period.: T thoge. bages where national markets are too small, auoregional and
multi-country projects are proposed. L

3 -

{4) Productlon characteristlcs and general requirements -1 0 f W

13. :=The engineer;ng core 1% a qubsgstem cnverlng the productlon-of ‘relatively
small, but complementary eau1pment needed for ‘machine tool, foundry, forging,
heatmtreatment,‘machlne shop, tool-room,. fabrication and metal-coating facilities.
Some of the products may cost as little as $400.°° : '
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14. In the case of machlne tools the stages of production are onception ©
model; {ii) désian of ‘new tools: f111) progotype product%on, and (1v; agoﬁirrogucgion.

Other machine’ tool outouts ‘cover the whole ‘range of capital qoods. In the

case of foundries” and forgrngp the maln products ars caetrngs and forged parts

for use in the productlon of dlfferent goods. Economies of scale are achieved by
spreading the costs : in the &ase of machine tools this may ‘be achieved by using same
design, while in the case of foundries, the same casting’s osed for long Tuns.

i5. &s for the development of skills, those requlred for the englneerlng core are )
typical of the englneerlng lndustry as a whole and are transferable to other subsectors.

16. Of particular interest to African countries with limited resources is that
greater part of the 1nvestment in the enginéering core is characterlzed by a. hlgh
degree of labour intensity. In the case of machine tools, fox . example, labour

costs are about 37 % of the turnover, while for foundries the labour lnput ‘per casting
is about- ten tlmes that reoulred for the production of a ton of sheet steel w1th

raw materials acountlng for ahout” 50 % of the cost,‘ . S '

Llnkage between the englneerlno core programme and the productlon of 1nputs for
food and agrlculture and transport and communlcatlons '

1. Agrloultural 1mp1ements and tools

17. In the Lagos Plan of Aetion spec1al stress 1s placed on the need to establlsh an
industrial base” whlch would ensure the 1ntegrat10n of the whole econcity 1/ by
establishing effectlve mutnal ° 11nkages between industry and other sectors 2/ in
terms of produc1ng 1nputq for other sectors and for 1nfra5tructures. 3/

- 18. At the current 1e€el of 1ndustr1a1 development the magor outputs of ‘the core
engineering 1ndustry would include tools and agrlculture tools/lmplements as well

as equioment for transport, commmnications and eneray. In the case of food and
agriculture, the output of the core enginemrring-industry would include ¢ (i) hand
tools,_(ll) manually operated equlpment, (iii)- anlmal drawn equipment: (1v) tractor~
drawn equipment, and}(v) 1rrigatlon equlpment as well as fooduproce551ng and storage
equipment. . ‘ ? :

19. While the demand £or agricultural equlpment and implements is éeterminaiby the
demand for food and other agricultural products, the national food ‘and nutrition
policies, the size of domestic markets and export prospects, that same demand
determines the -commercial capability of the engineering core industries.  The demand
for speolflc types of farm inputs depends, irter-alia, on the size of the farms,

the price of the equipment relative to the income levels of the farmers,‘and ‘the
approprlateness of the equipment relative to the level of education of the farming
community. ‘The design affects the ability of the farmer to use and maintain the
equipment. Satisfactory solutions to these matters would facilitate the translatlon :
of the.latent demand for farm implements into .an effective demand. - The size of the
market ‘is also! partly determined by the extent to which the country- is able to resist
fragmentatlon of its domestic market through tied aid for farm. 1mp1ements and the- _
degree of standardization. - Ebove all, the existence of‘'a well ‘articulated policy and
programmewaffects the size and structure of the market.

- L/ LPA Paras 52 and RG (a)
2/ ‘LPA Para 64. i
g/ LPA para 66 (e)..
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20.  As regards investment in agricultural equipment, it has been estlmated that

8O per ‘ceént of the African farmers use traditional hand tecols, ‘while 15 per cent _
use animal-drawn equipment and.5 per cent tractors, 1/ .This represents gross under- °
investment in Afrlcan agriculture. Moreover, each year, ‘African countrles spend

5 to 10 times more on importing cereals for foodstuffs than on importing the
agrlcultural lmplement thev would need +to produce the ‘same amount of foodstuff

21, In thls ‘ag 1n other subsectors, even thé poorer african comiunities are not
without some resources: in both urban and rural areas they have small workshops
‘and smlthles maklng and repalrlng varlous types of agrlcultural tools and -
- implements. : '

2. Tréﬁsport and'oommﬁnicatiOns eqﬁipment

22. The requlrements of the transport and communlcatlons sectors from the englneerlng
corée 1nclude° trucks, buses, bicyles, rails, waggon, multlpurpose transport equlpment,
railway waggon, trucks and tractor englnes and spare parts for malntenance,'as '
well as telephones and radio receivers. B

23: Transportatlon constltutes a fundamental constralnt upon both. 1ndustr1al and
agrlcultural development. The demand for transport ‘may account for as must. aa
25 to 40 per cent of total investments 2/ at the low 1evel of development and thls
is reflected in the structure of imports in the African Yegion. : :

Table 1

Value of imports of engineering products into Africa
(billions of dollars). (f.o.b.) '

1972 . 1977 - 1980

Machinery non-electrical 2.0 7.0 18.0
Electrioei?ﬁechinery L C 0.9 I 4.0 3.3
Transport*eéuipment. . S 3.2 SRR 11.3 ;- : 14,6

Source i ECE: Bulletln of Stat1st1os on WOrld Trade 1n Englneerlng Products
(varlous isgues)

LY

l/ UNIDO Present 51tuatlon, prospects and strateglc ch01ce for the Development
of agrlcultural machinery in Africa in the context of Lagos Plan. of Action. . Issue
paper No., l; ID/WG.365.1 of February 1982, presented to the First Regional Consultatlon
on . the. Agrlcultural Machinery Industry, Addls Ababa, 5-9 2pril. 1982, pp 6=~ 7

2/ This level is attained if the deflnltlon of transport 1ncludes rallways,
inland and coastal shipping, part of the investment in ports, air transport and ‘
roads and local motor vehicles, See, for example, Bdwin T. Haefele, BEditor, Transport
and Development Planning, the Brookings Institute, Washington, DC, December 1966.




ECA/FCIA, 7/INR/WP/2
" 'Page 9

24. The demand for transport eguipment. ig determined, inter alia, by the investment
 in food and agriculfuraluprédugts;“tran5port qffmanufacturés;fihdustrial raw
materials-dnd energy; urban growth andkdemand-for‘urbanftranEPOrtation, population
:~deﬁsity4énd'di$t£ibﬁtiqhg ﬂThe]demand;for;communicatiOns is also detexmined by the
overall growth of economic activities, as well as by education and the dissemination
of infmrmation.‘ As in the case of:agnicultural'tadls'and‘implements,'inputs into

vftheaiﬁférmal"sedECf‘(wbrkshopé aﬁ&ixepairléhoPs:for bicycles and ‘motor vehicles)

"‘caﬁsﬁé”éEQﬁireﬁ'ﬁiﬁh éighificant‘advaptage. i

"iﬁéw’maﬁér151 requireménté for the production Of;agricuitufal7&ﬁ§1eﬁéﬁ£$ﬁand
"-v=ftranqggxt_and'communications equipment . . - R

25, The m#jbf“ihtérmeaiétergobas OF raw materials required for khé3pr§d§¢£ibn of
aégticultufal_equipmentg'implements.and.tools, as’well'as'frénspprtfaﬁd”dd@mppications

“in¢lude the following:

i) Agricultural implements

Cast iron, mild steel, forging quality steel, and sprihg steel;

ﬂ-1“lgf(iiT9Trans§ortiaﬁd cdmﬁﬂni&ations~equigment
- ..(a) Cast iron, mild steel, forging quality steel, high carbon steel,
" °Pring steel, and case-hardening steel; . . . -

(b} Aluminium alloy, copper alloy, lead, zinc, manganese a;loy;
(c) Rubber, plactic asbestos, synthetic'rdbbar, and wood. _

Ineﬁ@@it@qnﬁtqgimbbrfs from'thé*éesprof“the worldflit*isfStongly redohménded'that
African countries which do neot prodhcé'these'inputs initiate arrangements for long-
term purchase agreements with Africap steel,. copper and aluminium producers. -

“. - "Linkdge between the Engineering core brogramme and resource~based’ progiammes
26. The main input categories required for the upstream processing of natural
Tosources are well known and include (i) fixed costs equipment, transportation,

: instailqtiqn"bfﬂéqﬁipmeﬁtqjﬁtilitigg,.building, packing equipment and materials);
(ii}“dperatidhal-coStéf(diréct input of the -principal raw materials, packaging
-matérfaléy labour, spare parts, maintenance, utilities, depreciation and capital
cogtgl. - - . ' o : S o SR

27. The variety of equipment required in each subsector and for thé processing

2 0F argives natural resource depends both on the specific stage in the processing

chain, as well as on the specific activity: and precess, The linkagé between the
engineering core ang the resource-based cores and other resource-based Programmes is
illustrated below:
(1) The basic raw material for the core assumed to be locally;ayailable;
(i) The iﬁﬁﬁté"reqtiféd’to'prOducé'eéﬁipmént and machinéry {mainly specific
types of iron and steel, aluminium and copper alloys, rubber and wood) ;
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(111) The engineering core industry useéd to produce the proce551ng equlpment,
. .supported by the relevant R & D, indigenous corporate establishment,
]dlscrlmlnatlve affective. government policies, control . and integration
.. of the relevant éomest1c market for the relevant equlpments..

28, The development of the englneerlng corg is the necessary pre-condltlon for
the productlon of equipment required by the resourcembased core programmgs, While
the engineering core programme is multipurpose in characte¥ and offers a flexible
industrial capability, however small, the implementation of specializgd resource-
based programme calls,. interx. alla, for the development of an effectlve fund of

:H-knowledge on the world market for . all equlpment and technology used in’ that specific

sector. This task could serve as the main raison d“etre of national R & D and
technologlcal institutions whose tasks are often so diffuse as to reduce thelr con-
_.trlbution to the economy compared to the resources allocated to them, Moreover,

' limited-duration contracts for the training of indigenous industrial enterprises
in the production of gpecific equipment, which is. the real’ meaning of the transfer
of technology, have to be arranged either with otlier developing countries or with
spec1f1c developed countries.

29. The demand aspect of the production of equlpment for resource-based programme
calls for special attention; this: ‘d¢pends on the scope. of the national demand for
final products, and on access to subregional and tegional markets. -Adeguate knowledge
of and development of these markets through policy measures, standardlzat1on, sub-
contracting arrangements, and joint ventures must therefore assume high priority.

TI¥. RESOURCE-BASED CORE PROGRAMMES

Troblems of and proepects for uging exports of convenfional manufactures
. as the engine of 1ndustr1al 6eve10pment

‘30.’_In thelr 1nrt1a1 efforts at 1ndustr1allzatlonﬁ practlcally all developlng
countries have chosen the common route of producing, for both domestic and export mar-
_ kets, a_range of conventional products : beverages, food, textiles, toys, leather

I products; clothrng, and wood products. These products are popular.because°

(1) They satlsfy ba51c peeds in both developing and developed countrles. At
" low incomes the . demand is particularly high, the growth elast1c1ties -for
textiles (1.19) leather products (1.42) and footwear (1.34) are ‘higher in
developzng countries; than in developed countries, while in the case of
apparel the relative elasticities are 1.54 as against 1.55; 1/
(ii) They require mcdest-technologiCal‘know how and are highly labour—intensive;

3l(111) Ba51c raw materlals are avallable in most countrles or can be 1mported
relatlvely cheaply;

(iv) Blan and machinery costs are not very high;

J(Gfﬁmenaéement is not difficult, and can be developed relatively easily.

'“1/ Ahnex.'é.
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31, At the same time, those factors which fa0111tate ‘production also:weigh against
expansion in’ 1nternat10nal and natlonal markets._: - o o T

(i) Too many”producere and.exporters Create an over=eﬁpp1y ofatheee products:; .

(ii) 0w1ng to thelr high labour content ‘these 11nes of productlon are
‘relleé unvarlebly heavily protected :

(iii) Being products which meet ba51c needs, their'pricee significantly'affect
the cost of labour and cost of living.

32. These and other con31deratlons show that these products cannot be, and are no
longer, dependable or reliable engines of growth and development, 1rrespect1ve of

any minor preferences or quotas that may be secured from time to tlme. The essential -
conclugion is that the production and export of these producte should not be- relied .
upon to generate maseive resources and fundamental change in the structure of
production or to promote self-sustaining industrial development. Motwithstanding

the correctness of this assessment, African countries would, non the less, benefit
51on1f1cant1y from the continued productlon for domestic consumption and exportof
these products as a matter of complementary but not fundamental development strategy.
In this oontext the current difficulties call for the adoption of a strategy whlch
includes, inter- alla, the follow1ng elements»i . :

(i) Increasing the price competltlveness of Afrlcan textlles, garmentsF footwear
and other leatherx products; : L :

,_(li) Increasing the quality'competitivenees'of the eame=produots;
(iii)‘Developihg‘effective marketinq capability.borﬁ:ﬁithiﬁ'Africa:end,ﬁithouta

33. In order to achleve the above objectlves, eteps ehould be taken by the Afrlcan
countries to : (i) eénsure: etable supply of the appropriate raw cottonF (ii) create

or obtain access, through TCDC, to R & D institutions, deallng with. produot design,
including garment de51qnp (111) support 1ndlcenous companles in the produotlon of
these producte, {iv) step up specific programmes for the. manufacture of ‘textile
equipment fas in Egypt); and {v} conclude subregional and regional, agreements on flbres,
leather products and toys pertaining to trade, productlon, TCDC and R & D.ﬁ,n' :

Development prospects for the resource-based core programmes.

1, Objectives of the resource~based core prOgrammesw;'

34, Within the increasing exploitation of nattral resources, it is absoclutely neces-
sary to single out one sector for special treatment and specialization so that it can
complement the engineering core and drive the whole economy forward. In many cases,
African development -efforts have suffered from too few resources and efferts belng '
allocated to too many often- unrelated programmee, ' :
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35. For most African countries, the capacity for upstream processing of raw
materials up to and including the production of final goods (which maximizeg

value added) can only be limited in the initial stages to a few resource-based .
industries. Such an approach is essential on account ©f the enormous investment of
capital, labour, technology, natural rescurces. required to achieve the desirable
breakthrough., A breaktrough in cne such specific area would lend the conntry

the essential self-confidence, permit the transfer of productive capacity to other
- sectors and yield the benefit of the high value-added, . _ B :

36. The historical division of labour between developing countries and developed
countries in regard to mineral resources has centzed on the former exporting .
upprocessed or only partially processed raw materials in oxder. to import manufac-
tures from the latter. For warious reasons discussions has recently focused.on .
whether the industrial processing of xae materials should be located in developing
or in developed countries, 1/ and several arguments have been.advanced in favour

of processing in deéveloped countries.:

2. The difficulties of locating raw material processiﬁ@_iﬁfdévelbping:cbﬁntriés(

37. 'Recent litératuré'dfférs:tﬁréé,broaﬁ_xeasons‘in favour of locating processing
facilities in advahced economies: the comparative advantage, the technological
invironment and the appropriate market and marketing conditions S

38. Arguments relating to comparative advantage of the advanced economies stress

the significance of capital intensity over labour intesity in most raw material
processing operations, and alternation between labour and capital intensity in the
processing chain, even for those raw materials which are pre-dominantly labour intensive.
Supporting arguments centre on the fact_that“some.of‘the,inputs.required may - not be
tradeable and the problems of imperfections in the factor markets, arising from the
transnational corporations (TNCS) control of markets and marketing channels.

and the relative lack of manadement and skills in developing countries,

39. 1In the case of technology, the arguments centre on the non-homogene’ty of ,
technology and the conditions of its sale and transfer: in other words, the appropriate
technology may not be, énd'of?en is not, available.to the developing countries.

Other issues relate to difficulties of the acquisition.of the latest technology

often available in advariced countries.

40. The market and marketing_érguméht, which”assﬁmés that the-markéfs are invariably
located in developed countries, underlines, inter alia, the follcwing E :

(i) Effects of the econcmies of scale on location; . .- . . .

1/ UNCTRD, -"Processing of Primary Products in Developing Countries: Problems and
Prospects”, April 13, 1976: UNCTC: "Transnational Corporations and the Processing

of Raw materials: Impact on Developing Countries®™, ID/B/209, 21 April 1978 (Submitted
to Industrial Development Board of UNIDO Meeting, 10-26 May 1978); P,A, Cornelisse,

F. Bishay, S.I. Cohen and P. Terhal,” Agricultural Processing Industries in the
International Divisicon of Labour®, Journal of Agricultural Economics, Vol XXXII, No.2,
May 1981; G.K. Helleiner, "Manufactured Exports from less Developed countries and
Multinational Firms", The Economic Journal, Vel. 82 Ho., 325, March, 1972.




ECA/ PCIA.7/INR/WP/2
Page 13

l';fii)_mhe llmlted growth of domeetlc markets in developlnq countrles,

Sy

'"f(iil),Transportatlon problem arlslng out - of market locatlon,.__:;

~"7(iv) Pariff and non-tariff barriers 1mposed by advenoed countrles on. -
o f*developlng country processed and semi-processed exports,: in order
o’ encourage the export of nonwprooessed materlals with little or no-.
fvalue added : i _

f’(ﬁlﬁThe advantages to be der1Ved from the use Of hY“PrOd“CtS at the sites °f
' HLDIOCESSihﬂf and o S e e .

%ffﬁii_The problem of the prlncipal advanced country markets belng controlled
. ”J"by TNCS.' ‘ . o : ‘ :

3. - The possibilities. of overcoming the difficulties of locating selected ugstream
S raw materlal proce551ng cperations in African countrles_ _ :

3 Flrst of all 2 dzst1nct1on must be made between the natural
comparative advartages of raw materials and those of labour, capltal technology 1/
and markets, which are and can be dellberately created through the development process

1tse1f

42.. In this connexiu., the disadvantage to developing countries arising from
market access and control, with which the economies of scale issue is linked, no
longer applies, since advanced economy markets are not the only major markets.

The market for processed industrial raw materials and intermediates has become
greatly diversified and widened to include new dynamic markets in the newly
industrializing countries (NICs) and markets in other countries including the African
countries. This has come about as a result of the import substitution strategy
which, by concentrating production on final goods, has over the last decade

created a dynamic demand for intermediates and industrial raw materials., This

is often reflected in the high import cofitent in production and éxcess capacities,
Thus, unlike traditional export crops of-luxury-beverages;whose_demand,igastill
concentrated in advanced countries, a wide range of market opportunities now exists
all over the world for intermediate and processed industrial raw materials. 2/

43, As regards proce551nq technologies in developing countries including African
countrles, it is well known that the majority of processes required have become
“standard” and unpatented, and are avaidable in other (more developed) developing
countries. ‘The processes are also incorporated in equipment and plants available
on the open market. If these opportunities are seized and supplemented by specia-
lized R & D efforts and a determined search for the relevant lnformatlon, the
technologlcal disadvantage can be surmounted,

1l/ See table 2,

2/ See for example a discussion of the options in developing countires by
W. Arthur Lewis, "The Slewing Down of the Engine of Growth™. The American Economic
Review, Vol. 70.MNo.4, Sept. 1980 pp. 555-564,
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A4, Apart from technology, the other disadvantages are the lack of infrastructures,
management skills and capital where capitalsis understood to cover financial and
physical inputs, &8s well as plant and equipment. Putting foward gapital intensity

as a reason for locating procedding operations in advanced countries derives from

the relative scarcity of capital. in developing countries and its relative abundance
and lower cost in advanced countries, as well as the imperfections in the financial
and physical-capital input markets. The underlying assumptions are that . investment

is not indigencus, and that both finance and equipment .can for the most part only

be cbtained from the advanced countriss. The developments of the last decade, marked
by the emergence of OPEC surplus’ funds and an increasing number of developing countries
with eguipment production capability, -has altered the near monopoly of the advanced
countries 'in these fields, bNoreover, mest of the NICs and OPEC countries have aimed
‘at diversifying their economies away from & single commodity (pil),to\@thef sectors,
and they often secure their industrial raw materials from African countries through
third parties: There thus exists a wide opportunity for the matually advantageous
processing of industrial raw materials through such means as joint,venthres or buy-
back  investment arrangements between African countries and those countries 1/.

45. * Economic and industrial -development consists only partly of the:exploitation
of natural comparative advantages, but rather more. fundamentally .of the deliberate
ceeation, through investment, of new advantages and the transformation of partial
advantages:ofunaturalnresources into hew combined advantages so as to achigve, in
 some specific, albeit limiteafprpdqét’1ines,”global advantages in international -
markets. ’ ' ' o . oo - :

1/ hlso see Document ECA/FCIA.7/INR/WP/4.
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46, In the development context; the advantages required are broader than
competitiveness in world markets for few products lines, 81mp1y because such an
f‘feechievement-p'esuppos ,fsndamentaly -economdic; technological and structural change

T 1ch sustainsjsuch competitlveness under changing condltions. -

47 Owing to the relatively large investment needed to convert a natural resource
advantage into a global advantage through the transformation of techmological and
o produdtive ‘st¥ucture,” only e\few such"chelces can be made as’ to ‘the second:.engine of
'”*ﬁdeveloPment (the“otheér being in the engineering core} .. If it is to. be. effective
any ‘efficient’ tholce of such resource-based industrics must satisfy some predetermined
criteria. : .

“TePrelimiﬂaryvcrlteria governi_g th ’choice of appropriate resource-based core
-Erogrammes SRR j . e . . :
48, The resource#based core(s) .may be.one or. ‘more, but the fewer the better for

- reasonst totbe: discussed below°= Owing to. the number “of: estimates, caleulations, and
LU ageesement: required ‘the choice ‘of cores 1s’ not e“slmple mstter,5 The crlteria should
{f‘take into account the following factors° e s T

(1) Knowie@ge of 1ntermediate and f1na1 products which cen be produced with
esourcesolll“ . : : :

£ :s(ir)~2Netural resourcehavailabllity. The quantity and quality of the bssic
natural resource available determine the stability and strength of the basic
strategy9 the more resources9 the better.,“J_ - : Pt

Some_of the.maJor industriel raw- material categories 1n the:African
ude:, TP SR : S T

S

'25rchf., (2) Forest Resources -l {3) Raw cotton'
fu. - G.or MOSE: African
Lurotdmber o -w“« "(#9>Non—fer““us ores
v Azebe wol oy wn T copper :
LooTlembes oo e "*'zinc :
o Ldimbald o oo il ﬁu.*bauxite?“*”

tin

hides and skins _ o e
'-magnes1f"i B

.animal and vegetable

*"tSjﬁFerrous oresk‘ Chemicsl minerals

: Tlron . .cobalt. .. - Qphosphates pyrethrum ‘
_nickel. .g;titeniumgf“ L potash animal by»products
B Jmanganese Saoe o et aents wsdkEec o goall o
- “;‘chromium V,r, T T IR IR SN O sul?hurf' R lﬁmestone
' - ' ; o petroleum: -0 7 gsand”
natural gas beuxite

_,_»‘medicinal plants .?3cement -
coocereakg. o S ewpod o
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©(ddii) The ‘rélative contribution of the natural resources and local labour to
total cost. The relative distribution of production costs among. the various inputs
indicates the relative level of domestic value added. The higher the rate, the
more preferable it is. : C -

(4v)" The availability of complentdary natural resource inputs. The assessment

- of alrermative sources and sourcing prospects, conditions and stability of supply

- is essential: the larger and more stable "the,sources, the more preferable.

{v) The relative share of the cost of éagital equipment and technology. This
measure -~ indicatea capital and technological intensity of -production.. . It represénts
the advantageﬁtéﬁbE,aéquiredﬁatcaicost‘throﬁgh'policyfmeaSures,.organizéticn,
-incentives, resource concentration, search of information, and investment.

o (vl)’ Character of technology: 'This refers to. technological continuity and
technological transferability. It'iéfidéntifigd'in.rélation‘to,the special resources
under consideration. The questions that arise are: 1s the.level of technology
required to develop the resource so high that it cannot be undertaken even using
all available skills and capacities, or is it possible to start with limited
adjustments of the skills and technology available?  How is the technology expected
to develop? To what extent is the technology transferable (perhaps directly or with
limited adaptation) to other priority sectors? The more tramsferable the technology
and the greater itg contimuity, the better, v o T o T

(vii) The relative-significance and speclal dynamics of the comstituent markets:
The relative importance of the four constituent matrkets must be evaluated: (1}
domestic 1/ (ii) the subregional/regional: (iii) markets in other developing
- ecountries; (iv) markets. in advanced countrics. The, evaluation would take account
of current relative sizes as well as the dynamics of and future trends of demand
in these markets: the economic viability of the strategy depends on these considera-
tions., If the programme depends fundamentally on the markets of advanced economies,
its viability will be doubtful owing to the market control and power of monopolistic
transnational corporations, and problems arising from tariff barriers tompetition and
protection. . At the same time, fuller perietration of these markets must await greater
competitive capacity through “learning by doing”, a higher share of domestic market
priorities, as well as technological adaptation, product design and development based
on actual. interaction with users hefore efféctive movement into other markets.,

(viii) The difference between the value of unprocessed'and“sémi-prdgéésed raw
material and that of the finzl product. This is a gencral measure in financial
-return terms, of the advantages of investment in upstream processing to final goods.

- (ix) The level of ‘development in the core engineering industry. This reveals
part of the investment cost to be incurred im order to Initiste the change in
comparative advantage because ‘it:is this subsector which bears the main burden of
acquiring and adapting. technclogy, as well as manufacturing equipment which was
initially imported for use in the subsector.

1/ 3 Taking igtqyaééount domestic demand for raw materials inputs with a view
to reducing excess capacities in existing industries most of which depend excessively
or imported inputs.
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(x) Thc ‘special resource endbwement .. These resources which are often overloocke
and are often more deciglve than material resources,” 1ncludep behavioural resources,
such as the solidarity of the community, ds reflected in incentives ‘and work effcrt9
special aptitudesy work discipliney orgarizational structures; and the traditional -
art of craFtsmanshlp

(x1) The capacity of the subsector to act as lead subsector. . This leadership
is.viewed -not- only-from the standpoint ¢of income gemeration; exports and. employment
but also in terms of .the capability to generate internal demand and supplya [

49. The 1mp1ementation of the prlcrity resource-based core calls_fcr a form of .
treatment different’ from othér industrial activities in terms of: ,allocatl' ,of
financial resources, capital, policy measures, 1nformation9 1ncentivess_R &'n -and

.. concentration and rationalization of "indigenous corporata resources., Only in this

" way can the strategy yield the desir@d results and serve as ‘the complementary—engine

. to. the cnglneerlngweore. .

-;-Demand-PIGEPeets;forwthe Resource~based programmies

E

50. .Annexes 1 - 6 show growth and size elasticitiés for 19 industrial branches and
four country groups. 1/ Sizé elasticities for food products, (see Annex I) indicate
. that in small countries with ample resources and an industrial orientation this
branch would benefit from enlarging the size of the domestic market; while in the
other three country groups,—the size elasticities dre negative, i.e.’ increasées in
cutput .are less than Droportlonal to 1ncreases in market size and the per-caplta
. output’ ‘'will decline.. o

51 The size elasticities for clothing and related products (see annex 2). are
negative9 in most cases in particular for large countries. Market gize is more

.. Important for textiles, leather and- fur prodicts on small countries with modest
'resources. Regardlng growth elastlcitles9 all the fcur branches of clothlng show
with ample resources and a prlmary orientatlon. One of the reasons for low growth
elasticities for small countries with-ample resources and ai industrial orlentat on
for textiles, footwear, leather and fur products 1s the high 1eve1 of speclallzatlon
with llmited market.- segments,,-~ . -

52¢ On the other hand,-size-elasticities for wood znd related products (see Annex 3)
show that tiarket size: for small countries with ample resources and an: inﬁustrlal
orientation is important especially for paper, "wood: and cork products. In small
countries ‘with modest: regources, market size is umportant for furnitire and fixtures,
_whereas for small .countries with ample-vesources and a primary orientation, market |
size is more important for paper. The growth elasticities are relatively high for
all wood and related nroducts9 in partieular for small countt¥ies with ample resources
and a primary orientation. This reflects the export orlentatlon of ‘new: producticn
capacity in these countries. . . - - : - '

1/ Group I contains 25 countrdes
Eroup II contains 34 countries
Group III.contains-17: countries
. . Group IV contains 30 countries
_ Souree: UNIDO, World Industry since 19603 Progréss and Prospects, UN Publication
o Sales No.: E. 79, II B, 3g pages 359 360 : ‘

BN
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Table 2: kpproximate shares of labour, capital and raw material in total
production costs for resource-based industries

(percentage)

Value added

Industzy. .. Raw.Material Labour. "~ 7 Capital.

Copner reflned (ore 1nput) ¥:rf'Jiu? T B e e

Alumlnlum (1nnut)

. Aluminium {bauxite}; e 24 BT AT AT [ I ﬂf* 40

‘Aluninium ingots (alumina) . - 23 S . 1

Cifbawnite) g o g T

.jséﬁiffabriéateﬁ,produgts SRR

~lalemindum) gy s

(bauiite) ' o 3 L | _ 28 _:‘ 32.

Steel (input).

' ”?Pig Airon (ore,‘roal)'_ - T55-741 o 2;4-_ ' T 19“30

L'EJ-Crude steel

l{gié'iréﬁ). R - TS R, 25 . 10a3

. {ore, coal) . 36=55 ‘ o o 3-7 _ ©24-34

Rolled.stée1,  ;-

(erude steel) - - ossegg 14 . 1738

(ore,coaly. . .- 21-30 < 3.8 0 40050

hogonia (natural"gas)- 22443 26 4l

Wood product” (timber)

Sawmills . . iy T s e

Plywood:. - . - 3 Ieki6 L 12-23

- ‘uTP/Paper S 26 N . ;.g'iafﬁ;- ‘=;ﬁi 3034

Leather (input)

Corrected grain

Leather (raw hides) 56 . oo ;9e18””“ : irllml7

Quality welted shoes

{(leather uppers, soles, etc) 430 - T S 23

Source:; UNIDO, Industrial Processing of Raw Materials, UNIDO/ICIS,126 of Nov.1979,
Table 2, pp. 31-32 '
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53, For chemical end related products (see Avnex 4) size and growth elasticities
are relatively high for small countries with modest rescurces (especially chemicals
and plastic products) while in small countries with amplé rescurces and ‘a primary
orientation, growth elasticities are high for industrial chemicals.

54 Basic metals and related products (see Anmex 5} alsc ‘show high growth and size
elasticities for all the four country groups and especizlly for small countries with
ample resources and a primary orientation, and small countries with ample resources
and an industrial orientation. _ : S ' l LT

55¢ TFabricated metal products, maechinery and equipment, {see Annex 6) show relatively
high growth and size elasticities for most of the products, with the: exception of - .
transport equipment, in small countries with modest resources and for non-electrical
machinery in small countries with ample resources and a primary orientation.

56, In general, growth and size elasticities are high for heavy industry, chemicals,
engineering goods.and capital equipment. This holds trué for ‘emall:ccuntries: with
ample resources and a primary orientation and small countriés with ample:resources

and an industrial orientationm. . SR e

IV. BRIEF. SUMMARY OF SOME OF THE PRIORITY ACTTIONS, PROJECT IDEAS AND PROJECT.
PROPOSALS FOR ACTTON AT NATTONAL AND/OR SUBREGIONAL AND®REGIONAL LEVELS

Incorporation of the Programme for the Industrial Development Decade for Africa in
mational planms and choice of core programme (1982-1984) R A

57 The new perception of latent opportunities and the need -t choose domestic
engines of industyxial development, on which resources and efforts will be concentrated,
will entail complementarities of actions, projects, and progfamme Mapagement measures.
Although these. complementarities would vary from country to country, the major
elements would be: . o S oot '

(i) Determination of the potential resource base and related advantages, .
and identification of the various product lines and by-products connected
with the resources; R :

(ii) Assessment of potential possibilities and costs (8ee for example; the
elements of the criteria indicated above); '

" (ii} Formulation of a coherent and complementarity programme{s) based on the
‘engineering and resource~based cores, and determination of ‘labour, .
technological and institutional requirements, including R & D, and project
preparation capabilities; o - o E

(i#) fsﬁﬁpoftiépd where"ﬁéééss§ry9 ¢reation of COqurate'instituﬁidﬁé;“éuéh as
s companies responsible for the organization of production and distribution
in core programmes; o ) S e e P
(v) Programming of domestic production of spare parte, compoments and eauipment
required as inputs into the core programnes;
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{vi) In co-operation with other countries, identification and formulation of a
subregional programme to ensure the supply of complementary :m.puts9
material, and services, and.access to markets.

58, Guidelines have been prepared on the oroanlzation of national workshoPS with a
view to adjusting national industrial programmes in keeplng w1th the programme for
‘the Decade: 1/ :

Indicative project ideas

59« The following activities and project ideas derived from the preceding chapters
are neither comprehensive nor complete, but serve merely as an indication of
possibilities in the preparatory phase (1982~1984)

Traditional manufactures' textile, leather and wood products

'v(i}ffconsultatlons leading to the conclusion of subreglonal and regional
.~ textile and related fibres agreements covering co=operation in trade9 raw
materials, “manufacturing and R & D:

{ii) - Consultat1ons leading to the conclusion of subregional and regional
- agreements on leather and leather productss covering co—operation in
raw materials, trade, productlon and R & Dy :

{(iii) Consultatlons leading to: subreaional and regional agreements on the
c0noperat10n in the production and trade of toys; :

(iv) Consultatlons leading to subregional and regianal collaboration in the-
wood-working industries: SN

(v) Inltlation of projects on the maintenance9 production of spare parts
and the production of textile and leather-processing and woodHWDrking
equ1pment

Engineerlng core progranme

(1) Foundry-incorporating casting =nd related facilities;
(i1) Forging and heat-treatment faciliticss
(iii) MHachinc shopsy§ .

(iv} HMetal fabrication faoili%ies;'

1/ ~See document entitled "Guidelines for Initiating Priority Actions on
‘National and- Subreglonal Lavels (1922-1984) for the Implementatlon of the
Industrial Development Decade for Africa (IDDA)" reference no. ECA/FCIA 7/INR/WEP/3.
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(v) Tool room shope; , R T S S

(v1) - Metal-coating facilitiesy . - .+

(vii) Manufacture of machiné tpols and metal-working machines,

Agrmdoultural imploment, fransport’ and commimications: eqiiib'men“tf

(i) HManufacture of agricultural tools and implements: hand tools,
animal-drawn implementss, J.I*rlgatlon équipment, power operated.
eguipment. and food-progessing ‘equipment. Wide scope exists for
national actions and oemopera.tlon'-“ L S

.. eii1) o Nanufacture of bi oyeles. Wide scope exists' for national ‘and
Lo subregional actions, espécially in subcontractmg the pI‘Od‘LlG't].OZl of
parfr.:, and componentss '

(441 ): Menufaeture of . transport equipmetit:  motor vehicles ( including
miltipurpose. dranspoért equiipment) “and Folling stocks  Wide gacope
exists for action at the national, subreglonal and reg:.ona.l levels
and vechnical collaboration. RN A

:m.;‘vaResciu:ﬁace‘éﬁba&éd-.m?dgﬁam*nés: S

60s The main natural rescurces includes food and agrlcul’sural products; animal
regoiirces forest vesourcds: marine rebourcess metal’ and non—metal deposite;
Follend dnergys’ i OWirg ¢ the: wide vange ‘of podsible subsectoral programme and
projects,* onlj‘ imﬁca‘tive pmj’eots jin’ "n1e'ta,1's"é:rid" c'h'emicé.ls are 1isted bclow which -
mnearl“y a‘t? com*w - Crbhier resourcembasod core progra,mmes d@éhdz on national
resource e?_”.',CLO';'ﬁ'ﬁ'lGl’lu—aIld 100&1 conditions, Ag in the previous sectlons, these
projeot ideas n:‘ela'te to the pGI‘lOd 1982—1984.,

. "Me‘tal-«ba‘:aod projechs L e 0L st

v

(i) Promodicn of long-term purohase agreements betieen Afm.can iron and stesl
S Iproducers: md gFher ﬁfrlca,n coun“brles and, wherever poss:.ble, share equity
AR ovrdant L hal mmﬁ irént and “steel” prOJeots- esta.bllshment of rolling
Umills in Hon-prinary 1ror1 and steel producmg; oountrles-

[ u'\.‘.

(iég) Tdentification and promotlon of iron and steel progects,

(iii) Manufacture of copp ery aluminium and alloy productss
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Ghemical—bgseijprojects

(i)

Promotion of long-term purchase agreements andjbr share eqﬁlty and
other forms of participation by other countries in naxlonal fortilizer

. project 1n,Eth10p1a, ngerla, Tanzania and Togoy

(ii)

‘ai)

Idantlflcailon and.promotlon of .other subregional ferfilizew
proaeots°'m

Identificaﬁion and promotion of subregional projects for the

.. production. of active pharmaceutical ingredients on the

(iv)

)

bagis of WHO essential drugs list:

Identification and promotion of the méthods of commercialising
pharmaceutlcal research findings based on traditional medicinal
plante; :

Identlfloailon and promotion of subregional prajccts fap the

: produotlon of active pesticide ingredients,

Bul;dxgg_materlals

(1)

1,_(ii)

(iv)

E

Promoting increased production of cement particularly in the westesn
and central African subregions to overcome deficits

beﬁdfing the. ﬁrodﬁbtion and utilization of alternate huilding

.. materials like lime and pozzolana through the establishment of pllot
_ - plant cum demonsiration projects in selected locationsy
' _(iii),_Establlshment of subrcglonal bulldlng and building materlals )esearch
' - centresy. : :

Publiocation of directories on African building and building materials
research organizations and on African building and bulldlng matepials
regearch scientigts and technologistsy

Creatlon of "Nodal meohanlsms" ai natlonal level and "Develqpment
Counclls" ai subregional level within existing governmental maehinery

to enable comordinated planning and inplementation of the dewclopment

programmes for bulldlng materials.
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*Actione at subregional and reglonal levels

-61.- r“he signlflcance of industrlal o= eperatlon 1n the 1mp1ementat10n of the
7_programme for the Industrial Development Decade and the form of such co-operation

are dealt with in another document. 1/ This notwithstandlng9 implementation of the
above activities will call for different types of activities, consultations,
negotiations, formulation of joint programmesg, and investment premﬂtion at. sub= -
regionidl levels. Many of these activities are expected to emerge from the national
projects with multinational components and from projects with large econonies of scale
are of priority interest two -Or- more countries. Such projects will be be integrated
‘intcsubregional programmes in respense to the needs of 1ntergovernmenta1
organizatmns9 1nc1uding the MULPOCs.

V} IM?LEMENTATION CF PRIORITY PROGRAMMES

The Role of small-mscalep medlum—51zed and. 1arpe—sca1e industrial prOJects

624 :Although defined variously in dlfferent economiesp the categorization cf
industrial production into small-scale, medium~sized and 1arpe—scale industries is
none the less: frequently used as a basis for 1ndustrial cevelepment strategies ‘dnd
planning. 2/ :

&3+ These concepts need to be re—examined in the 115ht of the strategy proposed for
'1982-1984;- since .ho viable development is likely to occur without the integrated
.development of the three or four categories of  industrial productlon. It is to be
recalled that the definition of small-scale, nmedium-sized and large-scale industries
derives from. the size of the market, capital investnent9 operatlonal costs and’
development. However; induerial cperations may be. smell--scalen Yet capita1=~
and technology- intensive. Moreover, the establishment of a wide range of heterogenous
small-scale industries without teking into account the raw ‘material sipply and the
. possibility of replacing -equipment by domestlc productlon would create problems of
excess capacity and high production costs due to the 1mport content, maintenance and
spare parts that are common to medium~sized and large-scale industries.” The larger
" enterprises can often affort to support their own preventive repair and ma1ntenance
ffac111ties9 While 1solateé small- seele induetries are vulnerable,"

'ﬁh. The: essentlal prlnclple is that of domestic 1ntegrat10n and ccmplementarltles
within @ach of the three- categories, as well as between the three categorles ‘since
some. operations.can be more- efficlently undertaken at different scales of production.
For example, the national and international marketing of final products, the"
procurement .of industrial raw materials, and R.& D can be more efficiently handled

by large-scale ‘trade and production enterprisesn In. the 1mplementat10n of the’
special priority core programmes related to the IDDA as dlstlnct f¥om - other” asPects of

" 1/ See dociment entitled "Review of Modalities, for the Implementation of the
Decade Programme at Subreglonal and Repional Levels"”, reference ECA/FCIA ?/INR/WPlé
of 24 August, 1982.

2/ See Annexes 1 - 6.



BCA/FCIA.7/TNR/WP/2
Page 24

the industrial programmes, it is eegential to determine these stages in the
production of specific product lines that could be carried out more efficiently by
large-scale, medium-sized, small-scale plants or even craftshops. Wherever possible,
one: should alsc determine which elements of the markets are more appropriate to the
 different enterprise categories so that the total national efforts are complementary.

Interudiscipiiﬁaty neeas and project preparation capabilities

. 65. In some cases, the mifdnum capabllity required to- initiate the core programmes
‘may be obtained by?upgradingfaﬂd-strenthening:éxiSting-institutions or creating
new oneSa__The_négd,fbrﬁah,ihtersectoral“ahd interdisciplinary approach in the
course of programming and executing the core industries 1/ camnot ‘be overemphasized.
Equally fundamental is the development of essential national capacities in such
areas as: ‘(i) project preparation services for undertaking feasibility studies:
project monitoring and evaluation; technical training and management consultancy;
(ii) procurement, finance and marketing services for machinery and raw materialss
(i1i) product development and design services, including standardization and product
adaptapiqn;.and_(iv) technological and engineering advisory services related to
_ plant layout, process planning, egiiipmerit selection, production and:quality control,
material control and inspection. G SRR ;
Development of the capabilities of indigenous agents of production and distribution
and other kev factor iuputs '

66, .The;implémeﬁtatidn.OEithefinﬁust?ial éore programme will depend largely on the
. 'goals, behaviour and capacities of the aments of production and distribution .
{which ingthe.region'cqmprise_indigenqys?privéﬁe, state and foreign enterprises),
and: the incentives offered to then 2/. Hence, depending on domestic conditions and
.utilizing the relevant experience of other third world countries, it is recommended
_that incentives and other measures bé taken to emable indigenous industrial
entrepreneurs to produce the products related to the ‘core industries idencified.
Effective actions by such entreprencurs must begin with their partieipation in the
formulation of the prograrmes. ot B ' SELEE »

67. The importance of the "core” as an srganizing framework is that it permits
the concentraticn of resources in maximum impact areas from which a break through

. facilitates. the transfer of skills and experience fo other sectors. It facilitdtes
_.the derivation of manpower and téchnological programmes from gpecific product: priority
lines and programmes rather from generalized needs. It would for exanple enable the
African countries to derive specifit techuological and design bensfits from the

- 1/ ‘.Seé ﬁGui§e1ines'f§r initiating'priotity actions at the national-amd
subregional,levelsg'1982ﬁ1984“9 Section IV, reference ECA/FCIA,7/INR/WP/S3 of 21 July
1982, T IR EEAT
: at72/’~ﬁ3éé‘ﬁiﬁplemenﬁétibﬁfbf_the~Légosj?1ap of Action”, E/BCA/FSD.2/12 Rev.l

of 18 April 1982, para. 106. L
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African Regicnal Centre for Technology {ARCT) located in Dakar,ngpggalg-and the
African Regional Centre for Engineering Design-and Manufacturing (ARCEDEM) located

in Tbadan, Nigeria, and the African Imstitute for Higher Technical Training and

 15uResearch'{ﬁlHTTRQ;*iﬁ Nairobi, Kenya and cher‘regiﬁpéi_facili;iesj‘ R

Colleétive dépébility for,imﬁiéméﬁtingnthe cdfe‘ﬁroﬁiémmésb  1 o

"'_368. fBoth Eﬁ'thef$;ag§:qfrintegrating the.nationalhp;iorityfp:djéétSfiﬁtd\core

programmes, 1/ as well as in.the aéseSSmeﬁt_offnétiqnalapapabilitie;,_the need for

—_—

:'.;colléctiﬁe-attibn‘Wiil,feveal‘itsélf.1'Indééd;*sdme of ‘the major natiomal objectives

..can only be réalized within a multi-country context, ‘in view of their input
-requirements ‘and ‘scale of production. The néed for ‘co-operation calls £5% the
creation of mational facilities to promote intra-African .co-operation. “However, the
type of industrial co-operation- between member States depends upon the.nature of
-actdvities dnvolved in each case. -At the subregional and regional levels, it has

- been imperative to give attention to the formulation of coherent progrimmes based

. on projects-which requiré large narkets and wide complements of inputs and: national

”'.;,projecté“With‘muItipatiphalfcomponents..'Iﬁ‘érder"to implement these programmes and

promote’ industrial co=operation in other areas, the establishment of intra-African
investment systems is proposed for the mobilization and redeployment of financial
resources for developing/establishing multinaticnal strategic industries. 2/

Activities of thé secretariats of OAU, ECA and UNIDO and other United Nations agencias
supporting Covernments in the implementation of the programme during the preparatory

phase

69, Although the African countries, individually and collectively, are expected to
bear the main responsibility for the implementation of the programme in the spirit -
of individual and collective self reliance, it is also assumed that increasing
support will continue to come from the international community and international
organizations. ‘ '

70, During the period 1982-1984 and extending into 1985, the secretariats of the
three Organizations will continue to provide support to Governments, individually
and collectively, in such areas as: formulation of strategies, and sectoral and
subsectoral planning and programming; institutional development; development of the
requisite labour capabilities; assessment and identification of industrial raw
material resources §0 as to facilitate complementarities; technology: mobilization
of financial resources for industry projects; support of industrial institutions:
promotion of intra-African industrial co-operation; popularization of the Decade:
and supply of industrial information,

1/ See "Guidelines"ECA/FCIA.7/INR/WP/3, Part III, B2.

2/ For more discussion of this issue see "Review of modalities for the
implementation of the Decade Programme at subregional and regional levels™,
ECA/FCIA.7/IMR/WP/4. ¥
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7L+ Technical assistance will also contimue to be provided in the identification
. of ‘projects which may be based on. the major natural resources available in the
African region to asslst Govermments in the choice of core programmes. Project -
profiles for the engineering core programmes will be prepared. Preinvestment
activities and investment promotion will be undertaken, while consultations and
negotiations on programmes, project promotion and TCDC, at hoth regionsl and
subregional levels, will be organized on the basis of the specific requests and
needs., Assistance will also be-given in the form of technical support to national
- planning expert groups and workshops for incorporating the Decade Programme in
‘mational plams as well as in follow-up actions and the formulation of subregional
programmes’ and plans in the eontext of intergovernmental organizations. -
- 72« The three sécretariats will also, ‘individually and jointly, -seek the support
~of ‘other United Nations agencies, Efforts in this direction were initiated in March
1982 by the convening dfﬁén;iptermagency-meeting‘at UNIDO Headquarters in Vienna.
~In particular, sugport has bBeen sought from, and in principle promised by, the UNDP
~in the form of funding a‘éignificant-ggt of activities during the preparatory phaae.,




ECA/FCIB T/INR/YD/2
Annex 1

" Crowth and size elast:1c1t1es for Food Productsy 1969-1973

(Flast1c1tv COEfflClent)*

Branch Food ?roducts

I8IC T 31L

Country category ‘Growth | o size

1. Large countries (a) ' _ 1,07 T -0.11
Z,E/small countries with modest ;eséurces_{n) i 0.54 . e ~0§45

' SAE/Small countries with ample resources and a S -
primary orientation {c) _ 1.46 | . - -0,10

4.m Small countries with ample resources ané ' _ L . :"
industrial orientation (d) L o N M i A 0.17
Source: HWoxrld Industrj since 1960: Progress and Prospects, UNIDC, New York, . .. -

1979
% The equatlon for the regresslon analys;s had the form in (V/W) =4 + b In ¥ + C In N,
where V is: value added in millions of 1970 dollars, Y is per caplta GDP and. N is
population in millions. Data includes that for both developing and developed
market economies. - o : o : . T

{a} Number of countries =--25 (3 bf them African)

(b) ®umber of countries = 34 (25 of them pfrlcan)
(¢) Number of countries = 17 ( 7 of fhem Pfrlcan)

(d) Number of countries = 31 ( 6 of them African)

i/ Most African countries belong to these two categories.



Grwoth and size elast101t1es for ciothing and related productsi_l°69 1973

(Elast1c1ty coefflc1ent)* R 2
: LB
Yo
clothing and related products ~
Textiles Wearing apparel ' Leather & fﬁrdproducts  Footwear ..
Country cat ISIC  321.  1SIC 322 15IC 323 —Isic 324
cuntry category Growth  Size  Growth Size Growth ™ “size “Growth  gize
1. Large countries (a) 1.02 . -0.04 1.55 -0,59  1.15 -0.28 1,14 ~0.57
1/ smal1 countries with modes t‘resodrces(b)O,QQﬁ © 0.63 ' 1.05 ~-0.20 0.9¢ 0,43 ?Q.?O ~0.28
31/ small countries with ample rescurces S j : :
and a primary orientation () 1.19” 0.33 | 1.54 ~0.23 1.42 ~-0,22 ~1.34 ~0,19
4. BSmall countries with émple resources ' ‘ . -
and an industrial orientation @y 0.88 - Ooll ©1.43 - w0!139- 0,92 .-O,QG 0 .87

Source:

¥ The eguation for the regression analy51s had the form in (Vv/N). -
millions of 1970 dollars, Y is per capita GDP and N lS populatlon
developing and

{a)
{b)
{c)
{d)

World Industry since 1960 Progress and Prosnects UNIDO, New York 197°

Number of
Number of
Mumbar of
Number of

developed market economies.

count:ies
countries
countries
countries

= 25 (3 of them African)

R

It

34 (25 of them AFrlcan)'
17 (7 of them African)
31 (6 of them pfrlcan)

1/  Most African countries belong to these two'catggories.

in mllllonsn;

0,15

a+ b In Y + C In N where V is Valne added
Data includes that  for both

in

2/ dN/aNT/ L " YIDg/¥od
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Growth and asize elasticities for Wocd and related products, 1969-1973

(Elasticity coe

fficient) *_

Weod and related producks

Paper Printing and

-Wood and Furniture and
S ‘cork products fixtures L publishing
Country category FSic 311 1SIC 3227 T IsIC 341 TISIC 342
‘ ~ Growth Size Growth ~ Size - Growth Size Growth Size -
1. ILarge countrles (a) ‘ e l 19 ~0.31 1.57 -0,23 1.77 ~Q.17 1.50 ~0.17
‘ l/ Small countrles w;th modest resources(b)o 93 -0,16 1.04 0.24 1.54 0,12 1.32 -0,23
| 3i/ Small ‘countries with ample resources L '
and a primary orientation {c) ' 1.79 0.05 1.66 ~-0.28 1.84 0,22 1.%0 ~C,03
4, Smpall countrles with ample resources e e . e o T o _ :
and ‘an 1ndustr1a1 orlentatlon (d) 1 1.48 L 0.22 1.47 . .-~0.26 .72 . 0,45 +1,5807 0 9.0l
“Source: Worldrlﬁduetry einee.fgéof'érogrese:end Qrogpegge!mgﬂIQQyéﬂngXQrk?dlalg.;.?;,1n&:a,nggere;“w;:ﬁh e

(a)

S ()

{e)

The . equation for :the re

millions of 1870 do

develonlng and developed market economies.

Number of countrles_
Numbér ‘of countries’
Number of countries

" Number of couﬁtries‘

llars, Y-is per capita GDp and W

25 (3 of them African)
34 (25 of them African)

. 17 .(7. of them African) '

31 (6 of them African)

.

Most Afrlcan countrles belong. to thgee Ewo.. categorles.—ww~-~

gressgion analysis had the form in (V/N)

Ll

a + b In Y + C In N where V is value added in
is population in millions. Data includes that for beth
o Lk o S

ERE .

H

€ Xpuuy

TAaB/aNT/L " NIDa/ N0k



Growth and size elasticities for chemicals and related products, 1969~1973 (Elasticity ocl'efficien"b)*

R .
Chemicala and related producis S
Industrial Other chemicals Rubber products Plastic products
_oveminls ; .
Country category - I8IC 351 ISIC 353 ISIC @ 35 1510 YT
. . __Growth _Size Growth Size Growth Size Growth Ssizs'
1. Large countries (a) ‘} - 167 0,8  1.35 0410 122 0427 1.49 ~0e12
2e i/ Small countr:n.es w:.th mod_est resources (b) ledd — -0.01 2,36 1422 L7l © 0,43 2413 0427
3,2 Small countriés with ample resources o | : - :
-and a primary omen'batlon (c) :_' ’ . 2406 061 1e55 0,11 ledl . 0,25 1.85 0417
Qe Small coun'{;r::.es wrbh a,rrple resources : T : B o ' o ” , -
and an industrial orientation (d) S 1,82 0,09 1.07 0416 1.24 002 1.28 ~0.34

Source: HWorld Industry since 1960: {Progress and Prospects, UNIDO, New York, 1979.

v

e/ AM/ENT/ L TNTDA/ e0d

TOUUY

* The equation for the regression analysis had the form in (VAI) = &+ b In Y + C in N, where V is value added in millions of .

1970 dollars, Y is per cap:.ta. GDp and N is population in millionse. Data includes that for both developing and developed
market economies. -

(a) Number of countries = 25 (3 of" ‘bhem African) "

(1) " noon 34 (25 of ﬁhem African}
(o) " o " 17 (7 of thsm‘ African)
- (a) " i ® . 31 (6 of them .@»f::‘rican).
i / Wost African countries belong to j;hes% two categories. S o

Tea
z



Growth and size elasticities for basic metals and relate&_produéts,-1969-1973

(Elasticity coefficient)*

Basic metals and related_producté

Branch ul

) o Ixon and. steel Non-ferrous metals - Metal products
B . 7 o ' . ' excluding machinery
,f”‘¢°“ntr¥;9étﬁg?53"*' SRR e TEETET 3T ISic 373 TIsIC 381
-_Growth Size - Growth Size __Growth Size
1. Large countries (a) . -~ - - -:%1iBl 0.27 1.44 0.09 1.48 -0.15
2.2 sma11 countries with modest " SR .
‘ ~yesources (b) . 2,09 0,04 1,23 - -0.07 1.36 0.20
3 / Snall countries with ample resources
) and. a primary oxientation (¢} . = - 2.40 .- 0.21 . 2.89 0.56 1.65 -0.18
4. - -Small countrigs with ample resources ' e o e
and ‘an indiistrial orientation (d)  2.16 9.31. 2,10 1.00 - 1.53 0.21

Source. s World Industry since 1960: Progress and Pros:ects, UNIDO, New York 1979
. The equatlon for the regreSSLOn analysxs had the form in (VIN) =a+ b in V+Cin N where V is wvalue
 added in millions of 1970 dollars, Y is per capita GDP and N is populatlon in mllllons. Data includes
that tor ooth aeveloplng and developed market econcomies. '

(a) Number of countrles = 25 (3 of them Afrlcan}

(b)  Fewwoc o 34 (25 of them African)
(@ . " w7 w17 (7 of them African)
@ . ™ v ' " " 31 (6 of them African). .

i/ Most African. countries belong to these twpiﬁgtegories. e

G Xouuy
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Growth and size elast1c1t1es for fabrlcated metal products, machznery and

equipment, 1969-1973 (ElasthltY coefflclcnt)*'

Brangbff’/’//’/’ : ' Fabgicaﬁed Métal-prodﬁctsp machinery and eguipment

/””,,/f” Non-electrical '~ Electrical Transport -
‘ machinery ' machinery ' ‘equipment
,,»jéaagéry category”__ﬁ'._, e .o JISIC 3820 Isic 383 ISIC 384
o C ' Growth Size Growth Size Growth Size.
1. large comtries (a) ' 2,05 0.40 1.77  0.11 1.86 6.25
Z. Y Small countries w1th modest ” ' ' _ e
= resources (b) i S e 1,98 0.44 2.28 0.10 1,60 ~-0.52

3.i/~Small:countries with ample-
resources and a primary _ _
‘orientation (c) : S 2.43 0 %0,17 . 2,300 0,40 | 2,37 0.34

4. Small countrles Wlth ample rescurceg _ SRR T : L
and an industrial orientation (d)  2.34 0.18 1.78 0.34 1.85 0.29

Source: Worla'Industry since 1960 Progress and Prospectsg, INIDO,. New York,-1979

* The equation for the regre551on -analysis had the form in (V/N) = a + b In Y + C In W, where vV is -
value ‘added 1n millions of 1970 dollars, Y is per capita GDA and M. is populatlcn in mllllons. Cata
o IROE

lncludes that for both devgloplng and developed market economies. y 4

(a) Number of countrles = 25 (3 of them Afrlcan)

() " m .m 7 34 (25 of them African)
(¢) - . . ®iuie® i 17 (7 of them African) ’ =
@) - W ... ™. 31 (6 of them African) - -

i/. Most African-ceuntries belong to these.two categories.. ... .. ... .o L T LT L

9 Xauuy -
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