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I. Authority, origin and nature of the proposal

In its tinal uec Lar-at i on , the Second Conference of Ar"rican .l.'J.inisters of Industry
expressed its regret that an "adequate level cf antcrnat ion af ,'fIo~l of financi'a1 resources
in particular to the industry sector has not been forthcoilling and that acceptable
external conditions wer-e not realized" ~ y and neco.aaended "the' creat ron of financial
institutions ft ~ withln the fraillework of which new ~easures should be taken to further
internc.tional co-oper-at i on , The Follow-up CO!il.uittee on Industrialization in Africa, at
its first illeeting in Addis Ababa on 23 and 24 Septewber 1974, recolilillended,theestablish­
Jllent of an "African Industrial DeveLopnen t Fund" (hereafter referred to as' "'the'Furidft )

Htc support the new role envisaged for Africa in world industry". 2/ 1he third Conf'e.rence
of Afri can ,·dnisters of Industry 9 held in Nairobi froU! '17 to. 22. ])eceillber 1575 t recognized
the nec:essi ty and urgency of the creation of the Fund. 1/ .

II. Justification for the establisl'w.Lent of the Fund

(a) t~frican Governments rely a.Lnos t co.apl e't eLy on borrowed .noney frow
abroad and on foreign consultants to undertake feasibility studies
!'or industrial pr-o jects , This 1.uposes on thelli a substantial additional
financial burden, while Africans require no skills in carrying out
feasibility studies, hence further dependence.

(b) Phe overwheLning illajority of Africans live in rural areas, where
feasibility studies for large nllinbers of integrated packages of
3illall-scale and rural industries could be undertaken. Bural co~unities

can hardly afford to w.a.ke a direct investment, let alone spend uoney
on feasibility studies Q en the other hand, the cost of undertaking
such feasi bility atudies ~ exceed that charged for large industries e

T'he Fund could assist Gcvern.nen't s 'Vlhich intend to carry out such
feasi bility studies for as integrated package of sw3.1l-scale. and ~~9:!:.

induat r-i.es ,

(c) ror large industries:

( . )
\1

(ii)

(iii)

Foreign flJllding organizations usually insist on having feasibility
studies available to t.he.a , even though they are actually uruch
illore expensive~

Expensive feasibility studies whose cost ~ust be paid for in a short
tiille Ulay contribute to .nak ing the price of the final products high 1

If fe;asi bility studies are carried out by c ompet en t independent
African consultants with no direct or indirect vested.interest in the
projects thewselves, there is a greater likelihood that the nuwber of
sterile projects will decrease.

- ,

"Repol't of the Second Conference of African .l.ldnisters of Industry" (E/CN .14/613), para L-
Ibid., p. 28, sub para (iv)(b)o
"Report of 'the first .naet ing of the Follow-up CoWillittee on Industria.lization in Africa
(E/CN.14/INR/~11), po 12, sub para (iv).
"Report of the Third Conference of African ~'J.inisters of Industry" (EIeN.14/649)
paras 48-500
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(d) The scale of industrialization envisaged for the next 24 years by the
Li.lJla Declaration (increasing' Africa-'s -share in vJorld. industrial output
f r-o.u O.t per cent to 2 per cent by the year 2000) Lapl i es substantial
technical assistance inputs~ es~ecially for the carrying out of
feasibility studies; therefore, adequate'provisionillust be luade for
financing the.al o

,

III. Objectives

'(a) The purpose of the proposad Fund is not the prOV1Slon of capital
.inves't.uen t t but rather the provision of finance for industrial
pr-e irives't.uen t ac't i.v i t i es , wit hout which tha intended .inve s t.aent could
never COilia about~

(b)

(0)

(d)

(e)

The Fund should in co-operation with other ~ppropriate organizations,
take the initiative in aeeking outfeasible projects ;

It should provide.general ,infor~ationj advice and guidance on investillent
processes to prospective individual or group Invesrto r-s;

en request t the Fund should r-eco.aaend reliable and mdapcnden t consulting
engineering fir.,lS to undertake feasi bility studies for proposed industrial
projects

Whenever possible, tne Fund should charge African Go~ernillents a con­
cessionary rate for financing feasibility studies on integrated packages
of s~all-scalc and rural industrieso

IV 0 TerJJlS of operation

(a)

(b)

(0)

(d)

(e)

(f)

Financing by the Fund should be li.nited to projects carried out in
Africa by African Oove m.aent s , public oorporations and private firil1s;

Borrowers should be responsible for the .repay.aen t of' loans in accordance
with an agreed schedule and t erv.s , regardless of the out co.ue of the
feasibility study;

In recouWlending a consulting engineering fir.ti to a client , priority
should be given to the regional African Centre for Industrial Consulting
fugineering and ;.....anage.went, and to national inst i tutions undertaking
s i.ai Lar activities, provided that their teruJ.s for carrying out feasibility
studies are couipe't it i ve :

Charges for financing feasibility studies for African projects should be
based on cost plus reasonable handling fees;

Preferential treatluent should be given to small-scale and rural industries;

The Fund should institute working relationships with national. subregional,
regional and international f in anc i al institutions engaged in financing
African projects;

1'1
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(g) The Fund !~ay also give technical assistance to financial iristitutions
working in the S8.>1.l8 field at the national J subregional and regional
levels~

(h) The Fund should secure information concerning prob.Le.cs encountered in
the 0 1-~ration of si'llilar institut ions in other developing regions;

(i) Loans for feasibility studies should be repaid within a period of
five years, including a grace period of two yearsD

v.. Helat ionship between the IiUnd and the l1egional Centre s

(a) In disbursing loans for rre-invest,uent activities, the ::'und should
give prioritS" to the regional centres, n ao.e Iy the African Cantre ,:for
the Transfer, Adaptation and Deve Iopuerrt of 'I'echno Logy, the African
Centre f'oz- Industrial Design and ~'J.anufacturing and the African Centre
for Industrial Consulting Thgineering and i"J.anageiUenti

(b) SUbject to the general conditions of viability, preference should be
given by the Fund~ at least initiallYJ to financial assistance for
feasibility stucies on projects re13tLd to the transfer~ adaptation
and deveLopn.en t of technology involving the priority sectors, n aineIy
detallurgical. j ~ r'1 "'+1"-1J:;S 9 iron and steel industries, che.nica.I and
pet roche.ni ca.l .induut r-Les , inechan i.ca.I engineering and supporting
tool-waking industries and s1uall-scale and rural industries ~

(c) The Fund should co-ordinat e its policies and pro gr-a.anes with three of
the African regional centreso

VIo Expected iulpac-~

(a)

(b)

(0)

(d)

(e)

(f)

Reduction of the cOut of feasibility studies;

Saving foreign exchange;

l3-reater utilizatipn of Locr-L personnel and skill s in the undertaking
o f feasibiiity studies as a result of r-ecounaenda't ions of African
con suI ting firills .by the Fund i

:~courageiilent of,·a .uo r-e r~alistic and disinterested appraisal of
projects~

~:poetering of financial and ll.lanagerial self-reliance in the African
Tegion;

Acceleration of process of undertaking f eae i bili ty studies ..
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VII.. Sources of financing

The sources for financing th~ l~d will consist of:

(a) Subscriptions and/or grants f'r-oui llieHlber African countries ~ 2J
(b) SUbscriptions and/or grants froill developed countries;

(c) Subscription~ and/or grants froill other developing countries (especially
oil producers)j

(d) SUbscriptions, grants and/or soft loans froul m t er-goverrnnent a.l organizations
in Africa such as ADTI, or elsewhere, such as the Arab Bank for Economic
tevelo~ment in Africa;

(e) Technical as s i s t an ce funds f r-o.u bilateral and umltilateral sources a

VIrro Resource reguireilients

The est i.uated .uonet.ar-y resources required will be calculated on the basis of:

(a) The nu.sber of .indvs t r i.a'l projects the Fund is expected to process;

(b) The nUillber of staff required to undertake such- a task~

(c) Salary levelso

These estiillates arc calculated in annex II on the basis of information on the
resource r-equ.Lr-e.nerrt e of ADE and ADF. HCHvever, in general terLL.lS v the initial subscriptions
to the Fund Rhould be sufficient to enable it to ilieet, at least for the first five years»
its recurrent expenditure on staff and its lending operations for financing feasibility
studies. At the end of its first five-year pcriod,the requirruuents for the funds for
financing mer-eased demand for f~asi"hility studies and increased staff should be re­
consiclered in the lit;ht of -t~ne experience gain ed by the Fund ,

IX" Personnel,

The qualificatio~s of the perBon~el required for the Fund will,be directly related
to the objectives listed abcve , 'I'he staff r-equ i r-e.uen t illUSt be such as to enable the Fund
to .impLeurenf at least a .uinunuin effect i ve prograulU1e» as described in -sections III and IV 0

In accordance with th£ concept of self-reliance it is expected that the Fund will
be staffed pr-edo.uman.t ly by Africans. However, in v i ew of the present scarcity of
qualified African personnel in this field, the African expatriate staff ratio as well as
the actual number of personnel required Hill have to be de't er.ained by a field .aias i on and
a committee of exper-t s,

It is certainly too early to attempt a precise break-down of the Fund's skill
requirement. But i::; is' obvious that properly qualified personnel will be needed in, the

Opinions are divided ::;cr. ',::.~'"!I ing the desirable total African contribution to the
Fund. In one v i ew, African govern.aen t.s should con+ribute as inuoh as two thirds of
the Fund ts r equ i r enen t t, as a concrete de.eonat rat Ion of self-reliance i another- view
is thut no fixed proportions should be laid do~mo

-1'1
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following areas:

(a) i·J.arket an al.ys.i s ;

, (1:) Engineering (with eeiphas i s on personnel wi th broad. general knowledge
and industrial experience j rather than narrow specialists)~

(c) Financial analysis i

(c.) . Industrial LJanageUJ.en t :

(e) Industrial anveet.cent advisory services

(f) , Indust rial 10 an .aanage.aent 0

x, Location

The choice of location will depend on the following criteria:

(a.) Substantial con tr-i.but Lons froul the host Governwent;

(t) Good oommuni cat Lons ;

(c) Suitable industrial envi rct.aent 1

(d) Level of local costso

Xlo Organizational set up

A policy-~aking organ will be constituted by the subscribers to the Fund 0 The
management of the Fund will be entrusted to an existing Industrial Developwent Bank
located in Africao Nevertheless, the Fund will have a secretariat of its own headed by
an Executive Director directly responsible to the pc l i.cy-cuakdng organ of the Fund in
respect of its entire operations y through the luanaging bank ,

The following operations will be, entrusted to the Secretariat of the Fund:

(a) Adorin istrat ion of personnel;

(1:) Advisory services to clients and investigating feasible projects;

(0) Project analysiso

The manag ing bank will deal with lending, recuperating sho r-t-cter.c investing and
taking appropriate account books of loans approved by the Fund 0

It is necessary to draw attention to the fact that early agreeillent will be
necessary on voting ar-r-ange.aerrts within the po l i cy-eiaking bo dy , Cne possible systeill
is that used in ADB, which is based -on the principle that voting power should not be
granted in direct proportion to subscriptions 1 -rather, the smaller subscribers are
somewhat favoured at the expense of the larger oneso



XlIo .. lJ;echnica.l assistance

The creation of the Fund ~'Jill be a ,ilatter of so.ae cou.p Lex i ty , Policies must be
eat abl.Lahed , operational systews and .net.hoda urust be evolved and an efficient lItanagerial
structure urust be ~e.velopedo ~,~any of the probl e.us which require solutions .aay be of a
novel type, especially as they will relate not only to the internal functioning of the
Fund itself, but also to its interaction with Governments, other financial institutions,
the three African regional oentres currently in the planning stage, various international
agencies, and so fortho

It is believed that other developing countries, on tte basis of ·progr~es
for technical co-operation aaong developing countries and the United Nations sys t e.n,
particularly UNIDO, could be of substantial assistance to the Fund both during its pre­
paratory phase and also during the initial period of operationo Help could be provided
through resident experts t short-terHl consultants and contacts with individual oz-gan i za't i ois
in both developed and developing countrieso

It is at present too early to develop a detailed proposalo However, it is felt
that resident expert assistance 11iay be desirable for the top allininistrat1:velevel of
the Fund as well as for ~anage~ent of each of the Fund's four illajor cowponentso Such
assistance would probably be effective only if it could continue for at least three years.
This would correspond to a pr-ograauce of 15 w.an/years 0 TtJith the inclusion of the several
other types of support already luentioned, a progr~e with an approximate cost of
"'USI million wight be envisaged 0

If such an assistance prograillWe appears ·desirable a early efforts should be lnade to
design its details; and then to deter~ine whether financing can be secured under illulti­
lateral or bilateral international assistance. or whether the Fund should have its own
regular budgeto

XII.. Schedule of implementation

(a) Preli,Lilinary concept discussed by ECA and U!'JIOO -end of September 1976 i

.(b) Internal discussions within the Joint Industry Division - 8 October 1976;

(c) Final concept by the Joint Industry Division - 11 October 1976 s

(d) Discussions in the Follow-up COI11fuittee on Industrialization in Africa ­
4 and 5 Nov~nber 1976;

(e) Discussions with selected countries through field illissions - Novelilber 1976 ­
February 1977 1

(r) ECA/UNIDO .neet ing to discuss findings of the field mi ss.ions and make any
necessary .nodi f'Lcat i on s in the outline;

(g) .L~.Leeting of .um ast r-i es of finance, industry and p,lanning to draw up the
final project documen t and assess country financial contributions ­
Harch/April 1977;

(h) Heating of plenipotentiaries to establish the Fund - July 1977; §j
(i) ~stablisllinent of the Fund - November' 19770

It is felt Jy sowe that the total awount of u~ney required for the establishwent of
the Fund and for the three regional centres - the African Centre for Industrial Design
and nanuf'ac'bur-ing , the African Centre for Industrial Consulting Engineering and l'lanage­
ment , and the African Centre for the Transfer, Adaptation and Deve Lopaen t Technology ­
should for practical reasons be pledged at the S~lie tillle by African ?ountries and
other donors 0

I !I
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ORGANIZATIONAL CONCEPT OF THE FUND

.1 Policy-making OrganI

Executive Director of the Fund
and

Secretariat

Managing
+----..... Bank

AdministrationI
Section

Administration of
the personnel

General Advisory
and

Investigation
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Providing advice
and guidance to
clients

Investigating
feasible projects

Project Analysis
Section

Marketing

Engineering

Financial

Hanagement

Funding
Section

Financing pre­
investment
activities

Recuperating
loans

Short-term
investment of
Fund resources

Taking appropriate
accountings
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FINANCIAL ESTn·~TE OF AIDF

1979 1980 1981 1982 Trtal

(in thousand US dollars)
li'!sCAL YEAR

2nd._ )rd 4th 5th1st
1977" 19'78

3000 60000 9000 15000 24000

36000 33742 31833 27143 18802

1058 1008 1656 2592 2592

33'742 31833 27143 18802 5894
-1058 1691 910 -341 -908
-1058 633 1543 1202 294

20 80 180

76

60

95

50

320

5600

1140

36000
8920

36000
6264

51CCO

26

32

40

40

480

36
108

20

25

25

16

23
69

300

11%

9600 15600
1656 2592

9600 15600
2171 1504

10

14
42

12

15

15

400 1600 3600

180

11%

6000
1008

6000
2546

o

a

6

9
27

8

10

10

120

3600
2699

3600
648

ll~

o

o

5

2

5

5
15

4

60

1200
360

1200
o

12%

36000

o

50

Estimated number of projects
(fea8ibil~ty studies)

Professional m/m required per
project, l2(4x3) 11

Number of professionals
r~quired (2)/12 .g/

Number of professionals
required with increased
efficiency, 10 per cent

Tot~l number of staff (4)x3 11
Number of approved projects

(1)x80 per cent
Number of approved projects,

disbursed in the year,
6 months time lag

Fund required for 10 ans,
600x(7) y

Expenses 72/yr x(4) 21
Tot~l sum of projects handled,

6)Ox(1)
Ratio, Expenses/Total project

sum, per cent (9)/(10)
Est~blishment cost 21
Subscriptions required,

t'Jtal JJ 0::' 8 above
ResJurces available for the

year
Expenses recruired upto next

year
Loan disbursement, same as 8

above
Interest earned 8 per cent/yr
Charges on loans, 1 per cent/

yrJ §./ 2 yr grace (8)xO.Ol
Rep~ents1 5 yr inclusive, 21

2 yr grace
Resources available for short­

term investment
Net income
Cumulative net income

7.

8.

2.

1.

5-
6.

21.
22.

20.

19.

17.
18.

9­
10.

12.
13.

14.

15.

16.

99700 + 40700 = 140400 (initial
and- additional in 2nd fiscal year)
0.751o/yr
13 years inclusive, 3 years grace
(ror feasibility study)

ADF:
ADF:

11 ADF:

§/
2J

11 ADF: 21 m/m project
]I ADB: 87 (2nd !1saal year at end 1975)JI ADB: x }.2; total 278
~ ADF: 594 (for feasibility study)
3! 48 + 50% ovcrhGad = 72j ABD 73/yr
y ADF 59
~% Addl.tional- resources .:tre required in 1982 to finance loans and oxpenses necessary

in and after 1983e




