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I. Introductory remarks

1. The Declaration on Industrial Development in Africa during the 1970s

adopted by the First Conference of Ministers of Industry outlined an action

programme for speeding up industrialization in Africa during the Second

United Nations Development Decade.^ African countries, singly and

collectively, were urged to promote and pursue effective policy measures

for overcoming the major impediments and constraints to industrialization.

Trie following major areas of action were defined:

•(a) mobilization of domestic resources for industrial development,

/(b) reduction of capital and operating costs,

•(c) judicious selection and use of private foreign investment resources,

•(d) expansion of employment opportunities in industry, and

^.(e) development of African self-reliance and promotion of intra-

African co-operation to enable African countries to maximize

their benefits from industrialization.

2. The period 1971 to 1973 is perhaps too short to expect visible

results from the pursuance and implementation of these measures. None

theless, the patterns of investment during this period, the efforts

devoted to institution building, and the programmes adopted for developing

industrial skills and technology will determine the direction and pace

of industrialization in African countries during the remaining years of

the Second United Nations Development Decade. The main objectives of the

Second Conference of Ministers of Industry are to' review the policy

measures pursued by African countries, to eamine the extent to which

effective national and multinational industrial policies were formulated

and pursued, and lastly to recommend appropriate measures for achieving

industrialization goals.

3. The Second Conference of Ministers of Industry is expected to devote

its attention to the examination of proposals on alternative criteria and

guidelines for:■

the consolidation and integration of the national economy,

the creation of multinational industries,

>-fc) the development of capabilities in export industries,

the efficient transfer and use of industrial technology, and

1/ See Report of the ECA/OAU Conference of Ministers of Industry,

document E/GN.14/lNR/l94, May 1971.
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jj'e) the beneficial use of external resources through the establishment

of the kinds of joint venture arrangements which could lead to a

greater and more equitable sharing of benefits between investor

and host country.

4. The development of African self-reliance and the promotion of intra-

African co-operation are basic conditions for the achievement of

industrialization objectives during the current decade. The maximization

of benefits from industrialization is critically dependent on the develop

ment of domestic industrial skills and technology. Domestic entrepreneurial

ability and innovative capacity determine the extent to which countries

can exploit to their maximum advantage the investment opportunities geared

to both the domestic and export markets. High productivity, low-cost

'industries can only be established by widening the market through intra-
;African co-operation in a situation where national markets are small and

Iscale economics in industry are important. On the ether hand, foreign

investment had not generally met the criteria of national development

objectives during the last decade. Apart from acting as the medium

'for a substantial outflow of resources in the form of dividend payments,

consultancy fees, royalties, etc., foreign investment had tended to

maintain the dualistic nature of African economies.

5. This policy issue paper is submitted to the Ministers to facilitate

deliberations on the major constraints and impediments to industrialization

in Africa, so that effective measures could be taken at the national and .

multinational levels. Thus in Section II attention is devoted to provi

sional agenda item 4 in which the m.gor problems faced in the past are

reviewed and alternative approaches are appraised. In Section III

(provisional agenda item 5), national industrial policies are examined'

with the object of suggesting areas requiring special action as well

as corrective measures in those cases where deficiencies were observed.

Section IV deals with policy measures requiring action at -he multinational

level and Section V with questions related to foreign investment. On the

basis of the major constraints identified, Section VI outlines the major

gaps in the industrialization effort in Africa. Lastly, Section VII is

devoted to examining the global issues of industrialization,:and aims at

drawing the attention of the Ministers to the areas which require the

definition of a common African position in regard to the issues to be

considered by the Second General Conference of UNIDO to be held in Lima,

Peru in March 1975.
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. II# Agenda item 4: Structure and growth of industry in Africa at the'

.beginning of the decade .

6. The main structural features and growth trends of industry in Africa ■

are reviewed in document CMI.2/INR/TP/1 entitled Industrialization in

Africa: Review and .Appraisal.- The quantitative "and qualitative appraisal

of .t^ie manufacturing sector in Africa1 lead to. a number of conclusions

which are relevant to policy formulations during the current decade.

7. It needs to be recalled, at the outset, that the quantitative target

set for the manufacturing sector by the International Development Strategy

is an average rate of growth of 8 per _cen.t^per_ annum for the developing

£g_9igfts. of the .world, as a whole. The African region should achieve a-

higher rate- of growth considering that it is a late-comer in the field of

industrialization in relation to the other regions. However, notwithstand-.

ing the narrow industrial base from which,Africa was promoting industrializa

tion at the beginning of the decade, the rate of growth achieved between

^1970 and 1971 was of the.order of just over 5 per cent. Between 1969 and-

^1970, the;rate of growth amounted to less than 3 per cent. No lets r
significant was the fact that for a number of countries the realized growth

rates of industry fall short of the planned rates forecast in national

development plans.. There would seem to be some cause for concern,

although it could be rightly argued that it is too early yet to pass -

judgement in. respect of the attainment of the quantitative targets of the

International Development Strategy. .. ■.

regional aggregate rates of growth conceal wide differences in the-,

performance of subregions and countries. Some fared better than others.

For the majority of countries the year 1970 was a particularly low point-

in industrial activity. There was recovery in 1971 but, nonetheless,

several countries either registered low or. negative rates of growth. It -

w*s onlyjtn^eleven countries' that rates of growth exceeding 8 p^r _cent per )

annum were recorded between 1970 and 1971.

9. This is not to say, however, that industrialization, spanning over a

decadef has not had its impact on the composition of output. Between I960

and 1971, a .notable decline in the share of agriculture in commodity

production has taken place; and generally the shift was in favour of

the manufacturing sector. This rose from. 14 per'cent in I960 to over 18

per cent in 1971 for developing Africa as a.whole, and would have been

even higher if it had not been for the dramatic rise in petroleum mining

in Algeria, Libya and Nigeria. The number of countries in which the share

2/ See: Statistical and Economic Information Bulletin for Africa, ECA,
June 1973. ~" :

3/ It could validly be argued that since the 8 per cent target is an aveTage-
rate, at should not .be surprising that low rates are achieved during the
first years of the decade, provided of course much higher rates are realized
later on.

4/ Commodity production is defined as including value added in agriculture,
industry, mining and construction.
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of manufacturing exceeded 20 per cent increased from 7 j,-n I960 to .13 in-lj?71.

The level of industrialization reached in 1971 by the top 13 countries,

however, contrasts strikingly with the 40 to 50 per cent range reached by

t the semi-industrialized countries of Latin America and Asia. ■

10. Value added by manufacturing is estimated to have jeen of the order

of US$5fI44 million.for developing Africa of which the North African sufc-

region alone accounted for nearly 48 per cent. Per capita value added

"was nearly US$278 for this region, but it fell in the narrow range of US$107

to 127 for the other siAbregions. It needs to be. recognized, however,

that the levels of subregional aggregates were largely determined by the

performance of only a few countries in each subregion: Algeria, Egyp£

and Morocco in North Africa; Ghana and Nigeria in West Africa; Cameroon and

zP* Zaire in Central Africa; and Ethiopia, Kenya, and Zambia in East Africa.

" -T These countries accounted.for over 70 per cent of total value added by

1 manufacturing in developing Africa.

11. The structure of.industry which has emerged from import-substitution

led industrialization is one which is heavily oriented to the production

of consumer goods. These would seem to account for 70 per cent of the

number of.establishments, 68 per cent of employment and 65 per cent of

value added by manufacturing.. It is only in a few countries notably:

Algeria, Egypt and Tunisia aY](% to SOme extent Nigeria and Zaire, that a

serious thrust to the production of intermediate and capital goods is

under way. On the other hand the employment generation capability of the

industries that were created was less than hoped for. The rate of employ-?

ment expansion was less than that of output. According to one estimate,

industry accounted for only 9 per cent of total employment in Africa in

1969, while the share of agriculture was of the order of 80 per cent.

12- The African industrial base has perceptibly been widened during the

last decade. This has been made possible essentially through the creation

of import-substitution industries created behind generally high protective

tariffs. There, no doubt, exists further scope for import-substitution,

but there is no clear indication as to whether in the process the foundation

for sustained industrialization has been created or national industrializa

tion objectives achieved.

13. Industrialization is not sought after as an end.in itself, but for

the strategic role it plays, in restructuring African economies, and for

its potential for generating employment outside the agricultural sector.

There are self-evident deficiencies in the African industrial structure

which account for its failure to contribute substantially to the achievement"

of these objectives. " " .

Jj/ See Integrated approach to rural development in Africa, e/cN.14/sWSA/8,

New York, 1971. '
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14. First, the African manufacturing sector is dependent to a great

extent on the economic climate in the industrialized countries. It

relies heavily on imports of know-how, skills, industrial raw materials

and producer goods. The wherewithal for paying for these imports comes

from exports of primary products. The rate of expansion of industrial

output is thus determined by the terms of trade, which are beyond the

control o^influence of African countries. The losses incurred through

falls in expo7t~p7ices are hardly likely~~~to be offset by manipulations
of the rate of exchange of the local currency.

15. Second, the scope for backward or vertical integration of industry is

limited or non-existent with the result that the manufacturing sector does

not benefit from external economies. This is because of the small size

of national markets in relation to the requirements of modern industrial

establishments which wish to benefit from economies of scale. In the

circumstances industry in Africa being limited to the production of a

narrow range of consumer goods and/or to the end processing of intermediate

goods, is disadvantaged in benefiting from intra-industry specialization

and specifically from the complementarity of large and small-scale industries

16. Third, the transition from import substitution to export promotion

is largely- hampered by the prevailing high unit costs of investment and

production. The underlying causes for this are rising prices for machinery

and spare parts from the industrialized countries, the need for holding

a high level of inventories because of uncertainties in supply, and the
high cost of acquiring technology.

17. Fourth, foreign investment would appear to have pre-empted the first

and easy stage of import substitution because of the aosence of domestic

entrepreneurial talent. Consequently the benefits to a country of

industrialization were less than optimal because of outflows in the

form of various payments. Possibly because of the bias of foreign investors

to established and known norms in the industrialized countries, their

operations must have contributed to a further entrenchment of the import

dependence of the African manufacturing sector. For this reason industry

in Africa was generally not able to influence the traditional sector nor

to play a strategic role in transforming national economies, nor indeed to

generate growth in other sectors.

18. Fifth,, the employment generating potential of the industrialization

strategy pursued was limited a great deal because an employment oriented

industrialization is not likely to accord conveniently with an import-

substitutuion industrialization strategy. In any event delioerate policies

aimed at promoting labour-intensive industries are required to stimulate

a significant level of employment in industry. On the other hand, whilst

strengthening the link between agriculture and industry is important for

the growth of the latter, the effectiveness of agricultural policies has
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given rise to unemployment in those cases where industrial expansion was

not able to keep up with increases in agricultural productivity.

19. . Under these conditions, further industrialization in Africa woul-d

call for the. following measures;

(a) the rapid development of industrial skills and technology,

(b) the improvement of the terms of trade of African exports of

primary products,

(c) the integration of national markets for the creation of

intermediate and capital goods industries,

(d) the reduction and maintenance at a reasonable level of unit

costs of investment and production,

(e) the search for and promotion of export industries based on

domestic natural resources and/or productive factors

(notably labour) with relatively lower costs.

20. The First ECA/OAU Conference had recommended that African countries

should initiate and vigorously pursue policies aimed at achieving, inter

alia, the above objectives. The Ministers at the Second Conference may

therefore wish to review critically measures initiated or undertaken

at the country level since the First Conference. Such an appraisal would

assist in the formulation of national industrial policy which is the

subject matter of the following agenda item.



CKI.2/lNR/SP/l

Page 7

III. Agenda item 5: Critical .review cf industrial rrograrj-.c-s and

21. The analysis of the growth trends and structural features of the

industrial sector in Africa at the beginning of the Decade, as discussed

under the preceding agenda item 4, leads to the conclusion that, despite

the efforts of most countries, industrialization goals as set out in

national development plans were not achieved. A significant restructuring

of national economies did not on the whole take place; neither did

industrialization lead to major gains in incomes and employment.

22. The industrial sector still represents a foreign enclave in the

national economy, more susceptible to external rather than domestic

impulses. The existing industrial enterprises are generally oriented to

processing activities at either end of the manufacturing process; namely

either primary processing (agriculture and mineral resources) or the

final stages of manufacturing based on imported semi-finished products.

In either case, very little value added is generated and the spread effect

benefits are small.

23- The failure to achieve the industrialization goals may be attributed

to the following main reasons:

(a) the inadequate definition of the strategic targets of

industrialization, and jack of policy and institutional

instruments to make the optimal choice of industries;

(b) the lack of trained personnel for the management of industrial

development programmes;

(c) the multiplicity of decision-making centres, and of institutions

dealing with industrial development programmes, policies and

projects;

(d) the absence of efficient machinery for project identification

through to project implementation including lack of well-

defined criteria for project screening and selection;

(e) the inadequate development of domestic technology;

(f) the shortage of domestic entrepreneurial capabilities to

take up and exploit investment opportunities;

(g) the lack of machinery to guide established-infant'industries

to maturity;

(h) the prevalence of high installation and running costs of

industrial plants;

(i). the injudicious granting of incentives resulting in the

establishment of industries, particularly foreign-owned,

some of which might be irrelevant to, and even harmful to

the national economy.
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24. Industrialization in Africa has reached a stage which makes it

necessary and, at the "same" time,' possible for each particular country to

take decisive measures for overcoming the above deficiencies, and for

creating a new phase of qualitative industrialization aimed at the

optimum utilization and upgrading of natural and human resources, and a

further expansion of both the domestic and export markets. National

industrial policies should aim at achieving these objectives efficiently.

In the following, some components of a dynamic industrial policy are

briefly outlined:

Industrialization policies and strategies for a sustained industrial

development

25. The formulation and pursuance of an effective industrialization

strategy entails a thorough survey of all existing and potential resources,

an analysis of the optimum feasible sequence of their exploitation through

manufacturing, and the ensuing choice of the priority industry branches

to be set up and/or developed. Account will have to be taken simultaneously

of the recent planned developments in industry in neighbouring countries

and in the world at large, and efforts made to take advantage of potential

markets and of the new trends in the world economy.

26. Since the African countries are at a differing level of industrial

development, the choice of the priority branches will obviously have to

be made after taking into consideration the level of industrial development

reached by the particular country. Within this framework, the setting up

of a basis for sustained industrial development will require first, a

higher degree of processing of domestic agricultural and mineral raw

materials - (for the domestic market and/or for export, as appropirate);
and second, a further diversification of the industrial structure, in

particular through the promotion of fie so-called "industrializing"

industries (mechanical engineering, maintenance and repair, agricultural

implements, shipyards, building materials), of intermediate goods industries

(chemical and petrochemical, mixing of fertilizers) and third, of foot

loose industries for export, especially for a subregional market. Such

diversification should lead to a diversification of trade in manufactures

in order to stimulate a greater share of semi-processed and manufactured

exports.

Import-substitution and export-orientation

27. When shaping the main outlines of the industrialization strategy,

policy makers will be faced and possibly also be influenced by the current

thinking on and apparent dichotomies in development policy. One such

dichotomy is import-substitution vs. export promotion. However, there

is no compelling justification to opt for one instead of the other.

Producing consumer goods to replace imports is justified provided all

the imports needed for such a production are not imported - as has
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been generally the-case-' Products chesen should be based primar-i'ly-on

domestic raw materials or intermediate goods. Export orientation is

the right choice whenever there are favourable market opportunities for

resource-based or foot-loose industries- An export strategy should

especially be promoted where comparative advantages exist in the form of

cheaper domestic raw materials and labour, etc. However, the choice of the

appropriate product mix and exports should be the result of careful

analysis of a country's human and natural resources, and also its stage

of industrialization.

Industry and agriculture

28. Another dichotomy regarding strategy is industry vs. agriculture.

However, industry and agriculture are extremely interdependent and a lag

in the development of one will severely affect the ether. Although

agriculture is the predominant sector in most African countries, it

cannot reach a genuine take-off to sustained development on its own.

Its development can be stimulated by industry functioning either as a

supplier of agricultural machinery and implements, of fertilizers,

insecticides and pesticides, etc., or primarily, as a customer for

agricultural raw materials. In the latter case agro-industries planned and

operated on an integrated basis, and geared to the highest possible degree

for processing agricultural raw materials, have proved to be one of the

most prominent vehicles of comprehensive industrial and agricultural

development in Africa. Agro-industries could thus play a leading rele

in the integration of the national economies, as noted in the document

"Africa's strategy for development :n the 1970s" adopted hy the ECA/OAU

Conference of Ministers. Policies should aim at integrating agricultural

and industrial development plans and programmes.

Consistency between strategies and individual projects

29. The industrialization strategy should also provide the framework and

guidelines for selecting the optimal set of industries. What has so far

been generally lacking are the means by which to bridge the gap between

industrial strategies and plans, on the one hand, and individual

industrial projects on the other. This could be successfully ralized

first, through the pursuance of appropriate industrial policies geared,

towards the implementation of the priorities set by the indudstrialization

strategy, and second, through the setting up of a comprehensive administra

tive structure capable of efficiently guiding and controlling the whole

process of industrialization, including project development. The latter

in particular is highly desirable in most countries, in view of the existing

proliferation of agencies and of the lack of co-ordination of decision-

making among them.. The administrative structures will need to be designed

to undertake not only the macro-planning and micro-prograFiring c£ projects,

but also the operative control and the day-to-day decisions of established

industries.
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Coherent controli of the process of project development

30. The pattern of investment constitutes the most important factor

influencing the future course cf economic development. Governments

wishing to see their industrialization strategy actually fulfilled, have

to ensure that the right decisions are made, and that their orderly

implementation is secured at all stages in the process of project development.

These subsequent stages are:

(a) identification of investment opportunities especially in

the priority branches, and the formulation of the respective

industrial projects on the basis of prefeasibility studies;

(b) evaluation of all projects from both the commercial and the

national profitability points of view, and their ranking

for investment promotion;

(c) promotion of selected projects by means of appropriate

incentives and other policy measures;

(d) ■ contracting of industrial projects to ensure the most

favourable contract stipulations;

(e) implementation of industrial projects aimed at reducing

gestation periods through an orderly fulfilment of all

contract conditions;

(f) provision of feedback information on and control of the

operations of established industrial plants.

31. Governments should, therefore, set up and/or strengthen a coherent

structure of institutions to handle the whole project development process

in all its individual stages, in particular, through establishing,

appropriately staffing.and .promoting project evaluation departments or

centres, investment promotion centres, and departments for project

contracting, implementation and follow-up.

Installation and running costs

32. The First Conference of Ministers of Industry emphasized the necessity

for, and enumerated a number of appropriate measures to overcome the

relatively high installation and running costs of industrial plants. All

these measures are still valid. However, three problems deserve attention,

as their solution might bring the quickest results. Delays in the

implementation of industrial projects generally cause the biggest increase

in installation costs. ■ These delays can be avoided by a strict control

of project implementation and follow-up action as mentioned above under 30(e).

In respect of project costs, desired results could be achieved by raising

the productivity of labour through corresponding wage schemes, skills training

and an overall improvement of management, and through the creation of a
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coherent system of maintenance and repair. Lastly, it would be necessary

to raise the degree of utilization of machinery or equipment, and to seek

ways and means by which the volume of inventories could be kept at a reasonable

reasonable level.

Domestic technological development

33. Industrial development cannot be conceived, with the exception of its

initial phase, as fully dependent, in all its subsequent phases, on a

mere transfer of foreign technology. Domestic technological development

should form an integral part of and, in the long run, be the most dynamic

factor of industrial development. However, countries need not start

fi om scratch to develop domestic technological capabilities. Certain

sequential stages could be followed. These stages may be characterized

for the sake of simplification, as follows: first, mastering some

elements of foreign technology, and know-how; second, production of some

elements of technology and their adaptation to the specific donditions and

needs of the respective country; and third, the production, adaptation

and creation of technology out of domestic bases.

34. Unless this was done, Africa would find herself hopelessly backward

compared with the developed countries, and that in the foreseeable future

advanced techniques of management and technology by these countries would

reduce Africa to a position of industrial helotry. But Africa can only

achieve progress in technological innovation through better education,

willingness to receive new ideas, better plans, and perhaps most of all,

through freedom from hampering tradition.

35. In each of those stages, certain ways and means are appropriate for

attaining specific goals, such as:

A. In the first stage:

(a) the setting up of project evaluation departments;

(b) the introduction of after-sales services and of maintenance and

repair facilites;

(c) the creation of civil engineering and of industrial construction

capacities;

(d) the setting up of departments of project contracting, implementa

tion and follow-up;

(e) the provision of industrial information facilities.

B. In the second stas3:

(a) the establishment of several leading branches of capital and

intermediate goods industries;

(b) the setting ap, at such larger enterprises, the designing bureaux

capable of subsequently carrying out product design, process design,

equipment design and plant design;
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(c) the -setting up of engineering consulting companies;

(d) . the establishment of standardization and quality control institutes
and/or departments.

C. In the third stage:

(a) the comprehensive development of capital and intermediate
goods industries;

(b) the establishment of research and development institutes
(preferably specialized by the leading industrial branches);

(c) the designing of pilot and demonstration plants:

{d) the setting u'p of patents and licensing institutions.

Development of industrial skills

36. Low labour productivity and poor management, due principally to the

lack of the necessary industrial skills, are generally recognized as

major constraints to industrial development in Africa. Both are aggravated

by an inappropriate educational system, and by unsatisfactory training and

apprenticeship "schemes. The educational system, inherited in the majority

of African countries from the former colonial powers, was conceived mainly

to prepare small numbers of privileged young people, for jobs in the

administration and for the learned professions. Development since

independence has led to a substantial expansion in the school enrollment,

without, however, significant changes in the system itself taking place.

The result is growing numbers of frustrated young people unable to find

jobs which correspond to their expectations based on the level of

education they acquired. Yet, industry and other productive sectors are

unable to find either skilled laoour or executives or entrepreneurs who

have the minimum professional training which could be eventually upgraded,

on the job, to the skills required.

37. This would suggest the following policy measures: (a) actions aimed

at replacing expatriates assisting African countries in the conception,

planning, programming of industrial projects as well as those engaged in

managing and operating established industries, (b) measures for up-grading

the skills of potential managers, entrepreneurs, technologists and

technicians to assume the primary responsibility for managing industrial

development programmes and operating existing and planned industries,

(c) action aimed at restructuring educational policy so as to stimulate
a greater flow of the scarce skills required for industrial development.

38. In conclusion, the following action-oriented recommendations addressed

to the Governments of all African countries are submitted for consideration

by the Second Conference of Ministers of Industry.
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Rec ommendaticns

(i) That efforts be made to formulate a long-term or medium-term

national industrialization strategy with a well defined

order of priorities, directed, towards an optimum utilization

and up-grading,of the natural and human resources of the

country fcr the expansion of both the .domestic market and

exports, consistent with the economic and social aspirations

of the peoples of Africa.

(ii) That policy measures be geared towards a comprehensive develop

ment of industry and agriculture, particularly in the form of

agro-industries, to attain, through this means, the integration

of the national economy.

(iii) That efforts be made to foster, by means of appropriate policy

measures, domestic technological development as an integral

part of industrial development with due regard for the actual

stage of industrialization.

(iv) That industrialization policy, including the incentive policies

encouraging foreign investment, be shaped in a discriminative

and comprehensive way so as to attain the objectives of the

industrialization strategy and of its priorities, which are

consistent with national profitability criteria.

(v) Tnat efforts be made to foster the industrialization of the

individual .regions of the country, in particular, by means of

the promotion of resource-based and service-oriented rural

industries.

(vi) That a comprehensive administrative structure be set up capable

of planning and promoting the whole process of industrial

development and, in particular, of assuring the control of all

stages of project development.

(vii) That appropriate institutions be created with due regard for

the actual stage of the industrialization of the country, as

well as for the priorities of the adopted industrialization

strategy, capable of mobilizing both domestic and foreign

resources for the implementation of the strategic targets,

and of streamlining them in a most efficient manner to this goal

That appropriate institutional and policy measures be adopted

for reducing the high costs of investment and production in

the manufacturing sector.
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(ix)

(x)

(xi)

(xii)

(xiii

(xiv)

That efforts be made to apply policies which would stimulate.a

higher efficiency of the existing enterprises and would raise

their competitiveness in the world market, and to loosen

excessive protection measures set under the umbrella of the

import substitution policy, while introducing new measures to

stimulate higher productivity, better utilization of the

capacities and improved management.

That on-the-job training schemes be promoted so that qualified

African personnel could increasingly assume the responsibilites

of planning, programming, implementing industrial projects and

managing existing and planned industrial establishments.

That training programmes be initiated and pursued in conjunction

with the implementation of new industrial projects especially

in-the case of projects involving the participation of foreign

investment.

That educational and skills development systems and policies

be oriented so as to stimulate a greater flow of African personnel

equipped to cope with a major programme of industrialization

and capable of improvising and innovating industrial technology.

That incentives he provided and the environment created that

will induce a greater participation of domestic entrepreneurs
in industrial activity.

That the whole rarge of the available forms of assistance by

UNIDO and ECA be fully utilized to these ends, in particular,

by according to technical assistance projects in the field of

industry an appropriate share in the respective country programmes

within the UWJ3P Indicative Planning Figures; further, by submit

ting specific requests for SIS projects, and for projects to

be financed from voluntary contributions to UNIDO; and finally,

by adhering, where appropriate, to UNIDO/ECA activities bearing
a regional or an interregional character.
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IV. Agenda item 6: Self-reliance and intra-African co-operation as

instruments for accelerating industrialization in Africa

The establishment of multinational industries

39. The review and appraisal of industrialization in Africa during the last

decade has shown that investment was mainly directed to the creation of

industries for the production of consumer goods, and/or final processing

activities oriented to the production of a narrow range of intermediate

goods. The income and employment effects of the investments fell short of

expectations'. It was not' possible to push import-substitution to backward

integration industries the external economies of which would have made

it possible to maximize the benefits of industrialization. Purchasing

power of the population and the size of the domestic market were too small

to justify the creation of industries of the appropriate scale. The

market constraint has engaged and continues to engage the attention of

policy makers in Afrrlca. Its consideration had led African countries at

the outset of their industrialization efforts, to espouse the cause of

multinational co-operation for the purpose of setting up large-scale

industries based on multinational and subregional markets. It has

frequently been stated that multinational co-operation is a sine qua non

of rapid industrialization in the Africa region. There is indeed a long

history of initiatives in Africa aimed at achieving this objective.

40. The first tentative steps were taken as far back as 1961 when the West

African countries initiated action aimed at the promotion of co-ordinated

industrial development in the subregion. A series of industrial co-ordina

tion conferences were held in the subregion, at which alternative approaches

to industrial integration were examined by the countries". More recently,

there have been intensive efforts by some West African Governments,

particularly Liberia and Sierra Leone, with the technical assistance of

UKIDO, UNCTAD and FAO, to establish co-operation among them. Parallel

actions also took place in the East, Central and North African subregions

frequently with the active support of ECA and a number of African

intergovernmental organizations.

r

41. Although these initiatives led in some cases to the establishment of

machinery for promoting multinational co-operation, they did not however

succeed in the creation of multinational industries. Real progress in the

establishment of multinational industries is determined by the extent ■

to which Governments are prepared to make the requisite political decisions.

On the other hand lack of progress was to no less a degree a result of the

inadequacies of the approaches that were tried.

42. First, the package project approach to multinational co-operation posed

difficulties for co-operating countries because of the uncertainty in

respect of the benefits that would accrue to individual*countries from the

establsihment of a given set of multinational industries. Governments
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concerned as they rightly are, with questions of equity in_.the sharing of

benefits, and with the.dynamics of industrial development considered that

new and reliable tools for appraising benefit flows were required to

justify the decision to concede markets- to other countries, especially in

a situation where they had not undertaken a full inventory of their natural

resources..

43- Second, the comprehensive industrial programming approach tried under

the auspices of organizations set up for economic co-operation as well as

ECA (on a subregional basis), no doukt, demonstrated the sizeable potentials

of investments in Africa if only markets could le integrated. Nonetheless,

the approach has a built-in deficiency in that for the programme to te

effective there should be more or less simultaneous investment in all

industries, and in al? countries to induce national decision-making on any

specific multinational industry. The magnitude of investments required for

launching industrialization on the scale envisaged at the subregional

level, as well-as requirements of other inputs particularly managerial ;

and skilled labour inputs, render the programme unrealistic unless Govern

ments are prepared to approve a phased programme of investment. Moreover,

since it aims at achieving balanced growth, the programme may be feasible

in terms of.assumed constraints, but it is quite possible that the -optimum

path to industrialization, may not have been identified in a situation ■

where the planning process had not taken into account the dynamic factors

of growth.

44. Third, the institutional approach, i.e., the creation of common markets,

customs unions, free-trade areas,, etc. while essential to the ultimate

objective of creating full industrial integration systems, in the short-run

tne concern for balanced growth and in questions of equity tend to delay

decisions that could otherwise have resulted in making the initial break

through in multinational industries. , Experience elsewhere, especially, in

Latin America, has shown that this approach gives rise to a cumberspme

machinery of administration and control requiring the use of resources in

short supply in developing countries, especially of administrative and

managerial talent. The experience of the. East African Community has also

demonstrated that notwithstanding the .use of elaborate tools for promoting

multinational co-operation, these have to date not succeeded in bringing

about the establishment of multinational industries.

45. It would seem that decision-making on multinational industries is held

up essentially because of lack of approaches of the kind which-could handle

satisfactorily the questions which are uppermost in the concerns of

Governments. One such concern is uncertainty over the distribution of

benefits arising out of the operation of a multinational industry, in a

situation where policy changes may occur in the host and participating

countries to the disadvantage o£ one or the other group. In order to

surmount this problem it would seem especially important to devise

criteria and formulae which could guide and assist national policy-makers
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in evaluating the impact of a proposed multinational industry on the

national economy.

46. The experiences of the last decade with attempts at promoting multi

national co-operation suggest that it is unrealistic to seek for a total

solution to the question of implementing multinational industries. A

flexible and pragmatic approach would appear likely to lead to a break

through in the implementation of multinational industries. Such an

approach is presented in document CMI.2/INR/TP/7 entitled .The African

Multinational Bnterpr-ise for the Creation of Multinational Industry.

In this document the case is argued for the African multinational enterprise

as an instrument for promoting the creation of multinational industries

singly and sequentially, and taking into account the fundamental concerns

of Governments mentioned above.-7 The advantages of this approach are
that (a) it is not country-specific in the sense that all that is required
to initiate action is for a decision in principle to be reached, by any

group of countries for joint action on a specific project, (b) it is likely

to cope more successfully with the location issue since the scheme of

benefit sharing is aimed at ensuring optimal returns on investment, by

taking into account not only capital structure arrangements but also

built-in mechanisms in operational policies for adjusting the flow of

benefits, and (c) neither the elaboration of package projects nor the

establishment of institutional arrangements are prerequisites to establish

ing a single multinational industry.

47. The main conclusion cf the study is that each of the participating

countries .in a multinational enterprise can benefit if the host country

is prepared to make a certain number of concessions. This is the trade-off

which is required to ensure that ,the markets of the non-host countries

are secured for the products of the complex. It is suggested i-hat the

net Plow of direct benefits should be approximately the same for the non-

host country as for the "host country. This can come about through

adjustments in the capital structure of the multinational enterprise, and

through the host country distributing to the other participating

countries part of the tax revenue arising directly from the enterprise.

It is considered that unless a scheme for sharing the benefits can be

devised the particular multinational enterprise is unlikely to be developed.

6/ The African multinational enterprise concept should not be confused

with the multinational corporations nor indeed with private enterprises

operations across national frontiers. It is a concept which aims to

bring public and private investment resources under the jurisdiction of

public policy.

7/ One such approach is illustrated with the help of numerical examples

in document CMI. 2/INE/TP/7 .
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48. The main elements of the multinational enterprise are:

(i) The initial shareholders will he the participating Governments.
The Governments would have shares in proportion to their

consumption o£ the goods to be produced by the enterprise. It

is suggested that no single, /Government would have more than

49 per cent of the shares.-^

(ii) The equity capital of the enterprise would be divided into two
parts. The first part would be taken up by ordinary shares

subscribed to-in the manner described.above. The second part

would >e in the form of a capital loan provided to the

enterprise by the host Government (i.e. the country in which .

the complex is located). This loan would re interest-free to

the enterprise. The cost of servicing the loan will be the

sole responsibility of the host Government.

(iii) The income tax generated by the enterprise would be distributed
by the host Government to the participating countries in

. proportion to their consumption.

49.. A prerequisite to the setting up of the multinational enterprise would

be an Intergovernmental Agreement which would bind the participating

Governments and at the same time specify the operating procedures for the
Company. The main features of this Agreement should be:

(i) The Company would distribute a high percentage of its profits to
the shareholders. It shall he the duty of the enterprise to

conduct its Lusiness"according to commercial principles.

(i±) tfhilst the Company would be subject to the tax structure applying
in the host country there would be no other taxes .paid on .the

Company's operation. Likewise there would be no jaxes on the

dividend payments and on imported inputs.

■(iii) The enterprise will be so designed as to ensure that there is
adequate production capacity to meet the anticipated demand

in the participating countries. In the event th^t an additional

investment is required, the proposal would be suomitted to the

participating Governments for their consideration and approval.

(iv) There would be no quota restrictions or tariffs on the products
of the enterprise by the participating countries.

(v) The external tariff of the participating countries would be
equalized for the products of the Company. In addition a system

of import licensing would be introduced and administered .by the

enterprise.

8/ In the event of one country exceeding 50 per cent of consumption, an outside
shareholder should be invited to participate.
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(vii)

(viii)

(vi) The Board of Directors would be responsible for the efficient

operation of the enterprise. The Chairman of the Board would

be appointed by the Heads of State of the participating countries.

The remaining members would be appointed by the participating

countries in proportion to their holding of ordinary shares.

Provision would be made to enable the financial institutions

providing the loan to the host country to meet its commitments

to be represented on the Board.

The Board of Directors would appoint a Director-General who shall

be the principal executive officer of the Company and shall be

responsible to the Board for the execution of its policy.

In the event that there, is a significant change in the distribution

of demand I-e-tween the participating countries, this would be

reviewed at specified times during the period of the Agreement.

Any share transfer vould be based on the net asset value of the

Company at the time of such transfer.

(ix) There will be no-exchange control restraint of any nature on

dividend transfers and tax payments to the participating

countries. Transfer will >e in a specific currency at fixed

rates of exchange which will be negotiable at the request of

one or more of the participating countries.

(x) Agreement will be reached on the \evel of buying-in prices of

locally produced inputs from the host country and the structure

for selling prices. ■

50. The- most important aspect concerned with the establishment of the

multinational enterprise is to reach agreement ".-etveen the participating

States on the procedure for implementing the scheme. Experience in

both West and East Africa suggest that this area is of critical importance,

and many previous attempts to establish regional industries either on a

package basis or in terms of an Intergovernmental Agreement have foundered

because of a failure to follow the various initiatives. Thus a breakthrough

is required on implementation1; and a ftommitment *y the participating

States to ensure that the initial discussions are followed through on a

systematic basis.

51. The following procedures are suggested:

Stage 1: Agreement in principle on the establihment of a multi

national enterprise, say iron and steel complex. At this

stage agreement would have to be reached amongst tne

participating States on the country of location.

Stage 2: The host country would be entrusted with the commissioning

of a techno-economic feasibility study to establish the

viability of the project.
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Stage 3: The host country appraises the techno-economic feasibility

study and establishes the terms and conditions which it

is prepared to offer to participating countries.

«

Stage 4: The host country would initiate bilateral and multilateral

negotiations with the otject of proceeding with the

enterprise by reaching agreement on the draft Inter

governmental Agreement.

Stage 5: The host country would be entrusted with undertaking a

full operational study on the basis of which the invest

ment in the enterprise would be determined.

r; ! S'tage 6: Signing of the Intergovernmental Agreement.

Stage 7: ' Incorporation of the Company. Appointment of the Chairman

and Members of the Board of Directors.

• f

52. The proposal is being submitted for examination to the Conference so

that if endorsed the instrument could play an effective role in overcoming

the current impasse in the implementation of multinational industries

particularly of the strategic ones s^ch as iron and steel, basic chemicals,

automotives and petrochemicals.

Promotion of the industrial utilization of African mineral resources

53. Several countries in Africa are endowed with rich mineral resources:

diamond, gold, cobalt, platinum, petroleum, iron, copper, bauxite, zinc as

well as other non-ferrous metal ores. For these countries mineral exports

constitute a major source of foreign exchange earnings. However, these

earnings are subject to price fluctuations in international markets. The

First ECA/OAU Conference of Ministers of Industry expressed concern in

regard to the relation between export prices for African minerals and the

prices of finished manufactured products from the industrialized countries.

Consequently, the Ministers stressed the need for concerted action aimed at

achieving price stability in mineral exports and also at increasing the

value of Africa's exports through "the introduction of more advanced stages

of processing of mineral resources.

54. There is a need for a comprehensive review and revision of existing

mineral concessions and legislature which were drawn up and institutionalized

in the past and heavily favour foreign interests. The right of African

nations to permanent sovereignty over their natural wealth and resources

must be exercised in the interest of their national development and of the

well-being of their people. Therefore, the exploration, development and

disposition of such resources as well as the import of the foreign capital

required for these purposes should be in conformity with the rules and

conditions which the African people and nations -freely consider to be

necessary or desrrable with regard to the authorization, restrictions or

prohibition of such activities.
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55. In view of the fact that most of the African countries have not had

a well-defined mineral policy, there is a need to define and establish

policies relating to mineral exploitation and procurement at national and

international levels because of the increasing dependence on mineral

resources. These policies should be concerned with:

(a) their relative scarcity and difficulty in prospecting;

(b) their non-renewability;

(c) their indispensability as raw materials in industrial development

and trade;

(d) the risks and hazards to the workers and environmental damage to

the public involved in mining operations.

56. The Conference called upon ECA to explore the possibilities of

setting up an African Institute of Mining as an instrument for promoting

domestic capabilities in mineral processing industries in Africa, Accordingly

the initiatives taken in the past by various organizations with a view to

achieving specific objectives in the minerals field were examined. The

efforts made by OAU, UNSSCO and ECA were mainly directed to promotion of

the application of science and technology to the exploration, exploitation

and utilization of Africa's mineral resources through the establishment

of centres of research and training at the national and multinational

levels. The strategy and tactics of mineral development and mineral

utilization do not seem to have been the subject of attention in initiatives

pursued so far especially at the multinational and regional levels. Yet,

these are of paramount importance if the mineral industry is to bring

about economy-wide benefits to mineral-endowed African countries, and

particularly if it is to play a leading role in promoting sustained

industrialization.

57. It is recognized that intra-African co-operation is the most effective

instrument available to Governments to negotiate equitable export prices

for their minerals through e.g. international commodity agreements. This

is equally.true in respect of achieving the goal of-creating domestic

mineral processing industries. In other words, there is a need for

formulating and pursuing effective multinational policies in order to

promote the orderly and efficient development of the mineral processing

industries in Africa. It is, therefore, suggested that an African Mineral

Development Council (AMDC) should be established to act as the focal point

for promoting effective policies and measures; to lay down the requisite

guidelines for actions aimed at the rapid development of mineral processing

industries; and to co-ordinate the activities of institutions and machinery

at the national and multinational levels related to questions of exploration,

exploitation, utilization and exports of minerals.
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58. The objectives, functions and raison-d'etre of the proposed AMDC is
described in greater detail in document CMI.2/lNR/lp/ll, submitted to the

Second Conference of Ministers of Industry. What needs to be stressed
here is that AMDC's primary function is to promote such policies and

measures as would result in increased benefits to African countries from

the exploitation of their mineral resources. There are three principal
means of achieving this objective:

(a) the promotion of appropriate policies among producer countries
in order to secure equitable prices for their exports of

minerals in their natural state,

(b) the promotion of greater domestic processing activities such
as pelletizing, beneficiation and other first-stage processing

activities so as to increase the value of mineral resources
for export; and

(c) the establishment of transformation industries in co-operation
with domestic and/or foreign investors so as to enable African
countries to supply an increasing share of the export demand

for finished and semi-finished metals and to make a start at

manufacturing intermediate and capital goods.

59. The AMDC is to have subsidiary organs to tackle specific questions

related to the overall problem of mineral resources development. These

may be conceived functionally or according to mineral resources classifica

tions. Three subsidiary organs are proposed in the document referred to

earlier, namely the Division of Mining, Division of Mineral Processing and

Division of Mineral Trade. The latcer Division will serve to promote the

interests of the producers' associations. It should be noted that already

some African countries are members of OPEC and CIPEC, The other two

Divisions are expected to promote technology, skills and investment in

mineral exploration, exploitation and the processing industries.

60. If the proposal for establishing the Council is acceptable it would

be necessary to pay some attention to key questions of principle, approach

and follow-up action. First, it is proposed that a secretariat to serve

AMDC should be created. For this purpose an establishment cost of

US$50,000 and annual operating oudget of the order of US$633,000 would be

required. A breakdown of the cost estimates are presented in document

CMI.2/iNs/tp/h for the consideration of the Conference. Second, it would
seem reasonable to conceive the membership of the Council as comprising

those African countries which currently exploit mineral resources of one

kind or another, with the proviso that other African countries be entitled

to automatic admission when they come into a position to exploit mineral

resources. Third, since the Council is a policy organ, country

representation on it should preferably be at ministerial level. Fourth,

it would seem appropriate that its financing should be fully borne by the

members through an agreed form of contribution such as, for example, a
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levy en mineral exports. Should the need arise AMDC could evidently

request the assistance of multilateral agencies in resolving specific

problems as deemed necessary by it.- Fifth, the early establishment of the

Council would be facilitated if countries offer hosting facilities for

it during its formative period. On the other hand, the Conference might

wish to devote its attention to the problem of the location of the

headquarters of the Council even at this stage in the development of the

project. Sixth, it would also appear to be desirable to look into the

possibilities of designating an Executive Secretary for the Council in

the course of the current deliberations, so as to initiate immediate

follow-up actions on decisions reached by the Conference.

61 AMDC together with its subsidiary organs is thought to present an

effective instrument for accelerating the development of the mineral

processing industries in Africa pari passu. laying a sound foundation

for a major drive at export industries in Africa. The Conference might

therefore, wish to devote its attention to'reviewing past initiatives,

to drawing appropriate conclusions therefrom and to establishing instruments

of the kind that would best help African countries achieve the stated

objectives, namely the optimum utilization of their mineral resources.

Promotion and development^of exportiindustries

62. The issues to be considered under this item are: what are the

national policies by which African countries can promote the establishment

of industries with reasonable prospects for exports; what are the weaknesses

in individual countries with regard to export-oriented industrial develop

ment, and what kind of action is required on national, regional and

international levels to improve the situation in the developing African

countries in general, and in the least developed among them in particular.

63. To facilitate the discussions and deliberations of the Conference,

this paper presents a brief review of: (a) curr'ent position of manufactures

exported by developing African countries, (b) policy requirrrents and

problems of promoting export-oriented industries and, (c) suggestions on

an Action Programme for the development of export-oriented industries.

64. The Survey of Economic Conditions in Africa in 1970, prepared by the

Economic Commission for Africa, and the growth trends and structural

features of the /industrial sector in Africa at the beginning of the decade,

Agenda Item 4, record manufacturing as one of the fastest growing sectors

with an estimated growth rate in 1971 of between 9 and 9.5 per cent - an

annual rate of growth similar to that established for the period 1963-1969.

This accelerated growth rate is accompanied by a broadening of the

production base, widening from the traditional light and consumer goods

9/ See document CMI.2/INR/TP/I.
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industries into petroleum refineries, petrochmical complexes, metallurgic

and heavy engineering plants. However,.relatively few countries are

significantly affected by these developments, as manufacturing industries

in Africa are highly concentrated mainly in North Africa and in Cameroon,

Ethiopia, Ghana, Kenya, Nigeria, Zaire and Zambia, with ten countries

accounting for over two thirds of/ the total manufacturing output of the

developing countries in ^

65. At the same time, accelerated .internal growth rates have not been

reflected in manufacturing exports from Africa. Exports of primary

commodities continue to constitute between 80 and 90 per cent of total

exports, with twenty leading raw material commodities constituting over

three quarters of total export earnings: therefore, the share of

manufactured .exports is still relatively small and concentrated in a few

countries.—

66. Policies of import-substitution have normally been implemented in

most African countries without taking into account a systematic develop

ment of the manufacturing export sector.. It has been assumed that when a""

certain level of industrialization had been achieved and the domestic

market supplied for a particular product F__the surplus production would

"spill over" into the export market.

67. This anticipated "spill over" into export markets has not occurred

in the majority of countries. The structural and technical inefficiency

of industries protected by high tariff barriers is not consistent with
export marketing.

68. Products primarily produced for the domestic market are tailored to

the requirements of that market, where customers are usually less discerning

than in developed countries. To compete successfully in overseas markets

exporters are required to make considerable product adaptation which

involves serious production problems.

69. At the same time, the industrial structure that results from a policy

of protecting domestic industries is not conducive to a successful export

drive. Import-substitution tends to spread productive resources over a

range of industries, not necessarily fostering those in which the country

has a natural advantage. When certain productive resources, such as

skilled labour and capital are in short supply, an effective export policy

requires that resources be concentrated on the narrow range of industries

which enjoy definite economic natural resource endowments; these are the

industries that can take advantage of economies of scale and improve their

competitive prospects in international markets.

10/ Document, CMI.2/iNR/tp/8.
ll/ Ibid.
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70. Import-substitution discourages exports, net only because of what it

does to the industrial structure, but also because of its effect on costs

of production. . ■ . ....-:

71. In addition to the above difficulties, there are added obstacles

due to the imposition of international standards of quality, design,

performance and. packaging requirements, terms and schedules of delivery.

The need to reduce prices and to improve quality to a level acceptable

in export markets is very demanding on the limited resources of management

and technical skills in African countries.

72... ... Basic to any policy for the promotion,of export-oriented industries,

is the recognition of the developing African countries' serious lack of

marketing information as well as of techniques and channels of distribution

of"the developed market countries.

73. Export promotion.requires a considerable outlay of material and financial

resources that are beyond the abilities of most growing African industries

which have to be subsidized by the Governments of these countries.

74. There'are also severe limitations and problems arising firom complete

reliance and dependence on^ the use of imported technology. Certain

technical.requirements,, marketing restrictions and contractual restraints

are imposed on African countries. The mere physical implanting of

imported technology, which has been designed and created to suit the

vast.and ever-growing and changing international markets dominated.

and influenced by the large international industrial giants creates

further difficulties. There are dynamic revolutionary changes in

the making of products that have remained in demand during a certain period;

even more important, new products, new designs, and new qualities are

being introduced on a vast scale and so rapidly that developing African

countries can hardly cope.

75. Thus, the high degree of specialization implied by a pronounced

export orientation of industrial development undoubtedly carries a

considerable risk for the economy as a whole and, even more, for individual

producers. For the economy as a whole, the risk of a-high dependence on

exports can be reduced by efforts to spread exports over many markets;

but since, there is usually a minimum scale on which entry into any one

market is feasible, this will generally require a larger scale of output

than is economically feasible under the limited resources of developing

African enterprises. The reduction of risk to the individual producer can

up to a point, be achieved through various forms of insurance. ^isks

beyond certain limits may require governmental or other forms of support

e.g. regional and international co-operation.

12/ See document: Transfer of Technology to Developing Countries ■ Major

Issues and Lines of Action, CMI.2/INR/TPA.
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76. Over and above the aforementioned problems and obstacles, due

attention and consideration should be given to the trade policies and

practices of developed countries, the Socialist countries'and other

developing countries, which tend to make entry into their markets quite a

formidable task, requiring African producers to formulate certain industrial

and'marketing strategies that have to be supplemented by African governmental

promotional schemes, and by international co-operation in the areas of

international trade.

Areas for action by African Governments

Identification and programming of industrial sectors with an export

potential

77. The experience of a large number of developing countries indicates

that the promotion of exports of manufactures requires a specific export-

policy orientation; and as such, should be an explicit objective in overall

development efforts, and in the industrial development plans of African

developing countries.

78. The extent to which emphasis can be placed on export-oriented industries

is fundamentally determined by the stage of industrial development'in the

particular country. In the early stages of industrialization, characteristic

of most of the African countries particularly, the least developed among

them, emphasis may have to be on the domestic market; but, even at this

stage, it appears essential, for successful industrial development, that

the basis for an export sector (or sectors) must be incorporated in the

adopted industrialization strategy. This sector can be given an ever-

increasing responsibility for leading the export drive.

79. Increased care should be shown and a realistic approach should be '

made in the process of identifying and selecting those industries with

an export potential, and in formulating promotion policies. Criteria

should be tailored to the selection and promotion of industries with viable

export potential.

80. For the establishment of export industries the required infrastructure

should be provided and resources redirected as necessary. Lastly, the

determination of the optimum scale of production, product mix, appearance,

packaging, presentation and pricing should be important considerations.

Export policies and incentives

81. An export-oriented development policy should offer adequate and

discriminating inducements'and incentives to influence the attitude of

both; national and foreign potential investors.
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82. Investment can be channelled, through the judicious application of

differential incentive schemes, to those priority industries which make

a positive contribution to foreign exchange earning capacity.

83. Basic to any policy for promotion of export-oriented industries, is

the recognition of the serious lack of marketing and technical know-how in

African countries as well as of the severe competition faced in inter

national markets. African producers are entering markets in which their

competitors are firmly established and have substantial experience and

know-how. They, on the other hand, suffer from limited financial resources

and a lack.of marketing and technological knowledge. In the circumstances,

it is not surprising that the manufacturer in the developing country

.ends to prefer the security of the protected domestic market to the

uncertainties and risks of export markets. It falls on the Government,

therefore, to formulate a policy that will not only attract resources

into the export sector, but will also enable industrialists in the develop

ing countries to compete on more even terms with their overseas competitors.

84. A range of methods of assistance is available to the developing African

countries such as: (a) provision of loans for fixed and/or working

capital; (b) priority in transportation and reduced freight and shipping

rates; (c) fiscal incentives such as direct and indirect export subsidies,

income tax concessions on export profits or earnings, accelerated deprecia

tion allowance, drawback systems on import and excise duties prepaid,

adjustment of export tariffs, etc., (d) export credits and export credit

insurance.

Quality control and standards

35 <■ One of the most important aspects of export promotion programmes is

assuring-importers that, the goods they purchase meet their standards, and

p.re o£ uniform and acceptable quality. Therefore , the setting up o£

standards and quality control measures and institutions is an essential

pr.rt of export promotion efforts.

Export marketing organizations

86. Potential exporters in African developing countries are generally

subject to a variety of structural disabilities, which prevent them from

entering foreign markets, even, where external obstacles to trade are

not important. These weaknesses are largely a result of their limited ■

experience, their small operational size, and their predomznantely domestic-

orienied approach to marketing problems. Export promotion and marketing

organizations could be a useful instrument for the promotion of exports

from developing African countries. Such marketing and trading organizations

could be successfully organized, with Government backing, to promote and

co-ordinate the export operations of small-scale and medium-size enterprises.
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They could also undertake, on a joint basis, marketing and research

activities, management training, and promotion campaigns which could

result in substantial savings for individual producers and for the

country as a whole.

Marketing information and promotion campaigns

87- The Governments of African countries may also find it necessary to

provide assistance in marketing and export promotion activities. A sound

knowledge of overseas market conditions is fundamental to a successful

export campaign. To undertake his desk research, the exporter requires

data on such aspects as import and exchange controls, tariff and non-tariff

restrictions, labelling and packaging regulations, shipping services,

prevailing prices, advertising media and distribution outlets. The

Government may establish a bureau to undertake the collection and dissemina

tion of such marketing information. Expansion of the functions of the

trade commissioners or commercial attaches to cover such field; trade

missions and trade fairs are useful instruments in this respect.

Development of mineral and agricultural resources

88. A characteristic of virtually all African countries is their endowment

with rich unutilized mineral and agricultural resources, which, by and

large, are exploited today by the simple exportation of minerals, and

agricultural products in more or less raw or semi-processed forms. Further

processing to increase the value added and to maximize export earnings

from them must be given high priority in export promotion efforts. Needless

to say that the development and optimum utilization of these resources

demands, first of all, a most comprehensive knowledge of these resources,

and , secondly, policies to fully incorporate their exploitation into the

national development plans of individual countries. A systematic approach

to exploitation and commercial utilization .must be evolved in each country,

and on a.subregional and regional bases.—

Development of capital and intermediate goods industries

89. The importance of the development of the capital and intermediate

goods sector for successful and self-sustaining industrialization in Africa

makes it necessary, in spite of the early stage of industrial development

of many of the African countries, to devote special efforts to its develop

ment. To overcome the inadequacy of their domestic markets, and limitations

of domestic technological development an export-oriented approach, may

seem, the only feasible course for an earlier development of this strategic

sector. Regional and international co-operation are prerequisites in

this respect.

13/ For more detailed considerations see document CMI.2/iNR/tp/h.
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90. In the early stages, African manufacturers will'probably have to

rely heavily on international industrial co-operatior. as a means of

stimulating export production. Forms of co-operation such as international

sub-contract manufacture, assembly operations, as well as marketing and

technological agreements and joint ventures with companies fro/n developed

countries, cculd form the basis for initial export.efforts.—

9.. . A number of developing countries have found it advantageous, in order

to stimulate and attract overseas export-oriented industries, to establish

export-processing free zones. African countries may find this instrument

conducive to their export drive efforts.—

Re cr i pnal c o-op erat i on

92. Production of standardized high quality products at competitive costs

requires large-scale modern installations, which the generally smaller

domestic markets do not justify. Regional and subregional economic

co-operation among developing African countries through bilateral and

multinational arrangements and/or regional groupings give a new dimension

to t\e exfcrt-orientation policies of African countries. This has been

effectively used, as a successful development approach to overcome limita

tions imposed by scarce factors of production, smaller market horizons

and international trends towards a larger scale of industrial production.

93 * In practice, this calls for harmonization and co-ordination of

development plans at a regional and/or subref• onal level, with a view

to developii.-j,j/oint industrial activities and intra-African trade in

13/
manufactures.

94r Co-operation between the African countries Ueyond the confines of

regional and subregional problems might also be usefully considered,

particularly in the areas of the international policies for trade, tariff

and .ncvi-tar-fr restrictions, trade liberalization talks,, and other

international policy activities which affect efforts to promote exports

of African manufactures.

95- Co-opnration in industrial and marketing research and trade promotion

through the establishment of joint facilities, All-Africa industrial

fairs ev.6. exhibitions could be an effective means of promoting African

export industries.

14/ Document CMI.2/INR/TP/8, page 5.

_15/ Documents CMI.2/INR/TP/8, page 6 and CMI. 2/INR/TP/9, page 33.

16/ Document CMI.2/INR/TP/7.
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Internatipnal co-operation

96. The problems and obstacles o£ the export of manufactured goods from

developing African countries to developed countries, the socialist ■

countries, and to other developing countries are presented in document,

"Problems and Prospects of Exports of Manufactures and Semi-manufactures

from Developing Countries in Africa"(CMI.2/lNR/Tp/9)

97- It is generally felt that additional efforts must be made by the

African group of countries to gain increased access to markets in

developed countries. This would necessitate an increased understanding

and recognition on the part of the developed countries of the difficulties

and obstacles facing the African countries in particular, and the

developing countries, in general.

'98. Mindful of the particular problems and urgent needs of the African.

countries, and particularly, the least developed among them, special

commercial policy measures, supplemented by increased financial and

technical assistance flows, that would be supplementary to the general

preference system and other measures applicable to all deve?oping countries

should be taken. ■

99. UNIDO, ECA with UNCTAD-and GATT, and other appropriate United Nations

organizations should provide technical assistance, within the framework of

the United Nations export promotion programme, aimed at establishing

export-oriented industries indeveloping African countries, in:

(a) identifying viable, export industries and in setting-up such

industries;

{b} in studying the problems relating to design, standardization,

quality control-, presentation and packaging of exportable products

(c) co-operating with, and assisting the developing African

countries in marketing studies of the international markets;

(d) assisting African countries in promoting bankable export projects,

and in finding potential investors for such projects submitted

by Governments;

(e) making available training possibilities to qualify and up-grade

African professional and teqhnical know-how of marketing and

promotion techniques;

(f) expanding innovative marketing techniques and methods such as

international subcontracting and establishment of export free

zones as effective instruments for.promoting exports of

manufactures. ■ -
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Industrial Technology

100. It has long jeen recognized that the application of- science and

technology to the problems of industrial production lies at the heart of

the modern economic growth of the developed countries, and that similar

application has a central role to play in the economic and social develop

ment of the developing countries. Both in the economic history o£ the

developed and the contemporary evolution of the developing countries,

the major contribution of science and technology has been to increase

productivity and incomes and to induce changes in the scope and structure

of human wants and their satisfaction. This process of economic trans

formation and enlargement has very evidently - indeed almost by definition

gone much further in the industrialized countries than it has in African

countries.

101. Moreover, science-based development in Africa cannot.be expected to

proceed as smoothly, to follow the same pattern, or proceed at the s^me,

(relatively slow) pace as it did earlier in the developed countries.

The major reason for this are well-Tcnown. More rapid contemporary

development is at once imperative, and in principle possible, because

of the now highly developed state of world science and technology. Most

of this intellectual property is, however, located in the highly

industrialized parts of the world. There it has grown on the basis of

pragmatism which has both influenced and reflected changing economic

endowments and social needs. To apply this accumulated knowledge and

experience successfully in the present economic and social conditions of

the developing countries is a formidable undertaking, which raises large

questions concerning the 'transfer' of technology from the developed
countries, the choice of industrial technology in the- developing countries,

and the development of indigenous technologies in such countries.

102. Many of the problems thus raised can be discus|ed under the heading

of the transfer and choice of industrial technology. Although not

without precedent in economic, usage, the word 'transfer \ can be misleading

when linked to technology.2^7 Specifically, to speak of the 'transfer'

In particular, the notion of technologxcai unemployment was

Marx and the classical economists. _

18/ The transfer of technology is concerned with the commercial acquisition
by developing from developed countries and includes inter alia

influences these decisions. _

(capital) 'transfer problem' initiated by Keynes after tne 1914 191b
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of technology is to run the risk of disguising (failing to recognize) the

fact that what is being described is a commercial transaction which is"

accessible to economic (including social cost-benefit) analysis like other

commercial exchange. It may also ^e to suggest a degree of ease that the

process palpably lacks. The 'transfer of technology1 is probably too well

established as a description to be easily changed. Its continued use.

can consequently be justified. In considering the issues which surround

it., however, it is important to bear continually in mind the basically

commercial nature of the transfer.

103. The development of substantial technological capacity is a long,

complex and skill-intensive process, and even countries which are well-

endowed find it fruitful to engage in an international trade in technology.

The important point, however, is that African countries have had no great

option. Their supply of scientific and technological skills, and the

relative youth or smallness of institutions relevant to their production

has necessarily made them dependent on foreign industrial technology,

just as the lack of other skills and talents has made it difficult for

them to exploit this technology efficiently. Industrialization was (and

is still) bound to be a prominent element in independent African development

Initially at least this inevitably meant (means) that, particularly in

the light of the developed country influence on patterns of wants, African

industry has been (is) largely imitative of that of industrially more

advanced societies.

104. The technology underlying the imitation has been taken to cover

"those elements of technical knowledge ^hich are normally required in

setting up and in/Operating new production facilities or in extending

existing ones".— The required knowledge relates to preinvestment studies,

the technology embodied in production processes, the choice of appropriate

production methods, engineering design of the production facilities, and

marketing the product. In addition to these individual elements in

technology transfer, successful production of specific goods and services

requires the capacity to exploit the relevant knowledge.

105. The range of elements just identified is sufficiently wide as to

suggest that their transfer to African countries can be (is) effected

in a variety of ways. One possible way, or more accurately set of ways,

would comprise the general and (from the point of view of particular

production process) indirect transfer of knowledge diffused through

generally accessible publications on'educational instruction. Thus, for

example, pertinent chemical or engineering knowledge could be had by.

reading learned books and journals or by following relevant university

courses. This' acquisition of general scientific and technical knowledge

20/ UNC.TAD, T,ie Channels and Mechanisms for the Transfer of Technology from

Developed .to Developing- Countries, (td/b/aC.h/5)
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is important; and strengthening the command of it is an imperative

policy need in African countries. Technological transfer to Africa has,

however, mostly related to the establishment of specific production

activities. It is consequently at this stage convenient to confine

attention to the transmission of knowledge and skills required to set up

and run particular productive units. The restriction still leaves a

large and varied number of transfer mechanisms to be considered.'

106. One obvious distinction that can be made is between, what might be

called, partial and complete transfer of technology. In principle, some

or all of the elements identified above could be transferred. Given,

however, what has been said about African technological dependence and

what is known of African industrial experience, attention can be concentrated

on the complete set of elements. Here an African enterprise can result

from the operation of a- number of transfer mechanisms. These may range

from the independent— acquisition by the enterprise of the individual

elements from the original suppliers of them to the packaged 'delivery'

of the complete set ■ to the enterprise by a developed country agency.

J3uch agencies act. as_ intermediaries between the' developing country

enterprise an4 the developed country sources of supply. This distinction

between direct access to the (in some sense) original suppliers of technology

and resort to an intermediary is analytically useful. It should not, however,

be allowed to obscure either the complexity or the variety of the transfer

process. .

107. Conspicuous examples of direct transfer would he the direct purchase

of process technology from the developed country manufacturers of the

capital goods in which it is embodied, the use of consultant agencies or

individual experts, and the application of the expertise of research

institutions. These mechanisms, particularly contact with capital goods

manufacturers and the use of consultants, are large and important means

of technology transfer, although neither their magnitude nor their

consequence has yet been the subject of systematic study.

108. At first sight the direct procurement of technology might seem an

entirely adequate way of establishing new productive enterprises in African

and other developing countries. Two important reasons explain, however,

resort to indirect transfer. In many cases, neither the manufacturers of

capital goods nor particular consultants can provide the full range of

knowledge required. Related to this, but possibly more important than

it is the fact that knowledge of-process technology may rest more with

developed country manufacturers of the product to be produced in Africa

than with the makers of the capital equipment used to produce it. Often

this is proprietary knowledge protected by patent or surrounded by secrecy.

It may also be reflected in trademarks and brand names which are themselves

often the subject of commercial transfer, particularly where industrialization

is import-substitutive.

21/Of one another.
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109. .These factors provide reasons for indirect transfer - which has

. indeed hitherto been more extensively, but not exhaustively, studied

than direct transfer - and help explain why developed country productive
enterprises should play the important role that they do in transmitting

technology from industrialized market economies to the developing countries.
They also help explain some of the forms that the technology transfer
taxes,, and indicate why the control of developing country operations by

developed country concerns is ultimately linked with this transfer. Control
may have other origins - in the case of the large multinational corporation,
for example, the desire to pursue" effectively global corporate"objectives
may be the most important consideration. The fact, however, that technology
royalties may be b^sed on sales volume and/or that some part of the pay

ment for technical knowledge may take the form of profits from equity in

the developing country enterprise, gives the developed country enterprise
a powerful incentive to control production (including marketing) activities
in developing countries. c

110. Such control can vary in degree and je exercised in a variety of
ways. Direct foreign investment is normally associated with considerable

control, particularly in the case of the wholly-owned subsidiary. In joint

ventures also, however, the degree of control remains high - whether the

expatriate concern- is a majority, an equal or a minority shareholder -

if only because of the auperior knowledge of the developed country enterprises
Licensing agreements, which focus mainly, but not exclusively, on the
transfer of process technology can (perhaps infrequently) provide -for

.control as complete as that associated with a wholly-owned subsidiary.

Licensing control is expressed in a number of (not necessarily mutually
exclusive) forms, including the appointment of technical directors, the
undertaking of the entire management function and the securing of equity
(described.in the literature as the capitalization of know-how) or part
of the price for the transfer of knowledge required for the use of

particular patents or the process technology associated with trademarks,
brand names, etc.

111. Other forms of indirect technology transfer tend to he more partial
than private direct investment and licensing agreements. Typically, they
include limited contracts which require developed country intermediaries
to provide management services, or engineering and construction services,
as a range of technical services. Eeing thus limited, the scope for

control is obviously less than that■resulting from much of the transfer

arranged under the -two earlier headings. Moreover here, however, control

may not be negligible. This can be seen from the following considerations.
Both as.an act of direct private foreign investment and under a licensing
agreement, control can be greatest if a turnkey agreement - under which the

full range of technical and managerial elements required to establish and
operate an enterprise are provided, and the management of the enterprise

turned over to local owners at some appropriate time - is combined with a
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very long delay (for good or bad reasons) in relinquishing control. Even,

however, if1 the management operation were turned ov°r to local owners

(public or private, but completely, independent financially from the

original^suppliers of the plant) immediately after the production process

and relevant-management procedures were established, then - since production

parameters, levels of capacity operations, the size and skills composition

of the labour force,. production costs, accounting and managerial procedures,

etc. will all have been largely fixed-in relation to the process technology

supplied from abroad - the scope for manoeuvre of the independent operators

may be very much more limited than appears to be the case at first sight.

112. Considerations of this sort raise questions c.l ;ie cost or technology

transfer.- Before examining this, it is worth .recalling that technology

transfer -is desirable.. There is, for example, a brisk and substantial

trade.in technology among the market economies themselves and, that,

between the developed market and the centrally-planned economies is .

increasing. That it is desirable to purchase foreign technology, is not

to say that the cost of such purchases can be ignored. To appraise this

cost fully would re-quire complete knowledge of alternative opportunities

for productive activity for-gone as a result of it, together vith full

awareness of the economic (and social) consequences, of the use of the

imported technology. Knowledge on this scale is not in sight, and even

to answer the apparently simple question of how much economic control is

to be ceded as part of the purchase price of foreign technology is difficult.

113. .Even, however, from the relatively little that is known of the

transfer processes, there is cause for concern about costs. In particular,

there are thought to be powerful monopolistic elements at work in the

technology market,, and there must be a consequent presumption that costs

are unduly high and against developing country interests.

114. The presence of monopoly elements has already been foreshadowed in

the earlier discussion. In this regard, it has already ^een seen that,

in the conditions of developing Africa, there are pressures that make for

the purchase of technology 'packages ' - These same conditions confer two

further monopolistic advantages on developed country suppliers. As

prospective buyers, African countries need 'information about information1

if they are to choose wisely (economically). Moreover, although the

cost of providing the deserved technology would normally he relatively

small for established developed country users of it, the cost of the basic

alternative to purchase open to African countries - the development of the

same or similar technologies from, scratch - could be enormous. The 'pricef

of the transfer could normally be expected to lie between these two extremes.

Hitherto the balance of monopoly power has clearly been with suppliers of

commercial technology.
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115. The transfer process has hitherto been mo*it extensively studied in

Latin America. From the relevant work, there is evidence of a concentrated

market structure, and of monopolistic 'exploitation'. Foreign firms

operating in Latin America frequently have a monopolistic or oligopolistic

position in the host market, "'this, together with (possibly over-generous)

tariff protection enables them to operate effectively. The fruits of

this effectiveness are passed on to the foreign suppliers of package

(and usually tied) technology. Moreover, developed country or developed

country firms1 concentration in the tost market frequently impedes

competition among the suppliers of technology packages.

116. The Latin American studies have identified a number of (fairly
well-known or at least widely-suspected) practices which can be presumptively

linked to the imperfection in the market for technology. In addition to

the 'tied' (and possibly relatively high-cost) supply of relevant machinery

and services, these include restrictive practices which limit or prohibit

exports to third countries, implicit payment for'technology through

transfer pricing (over-invoicing of imported intermediate goods or

'under-invoicing1 of exports) rather than through loyalties and profits,

and patent licensing which (deliberately) never get,to the point of

actual production.

117 It should finally be noted- that the purchase of foreign technology

evidently implies large foreign exchange expenditures. One UNCTAD

estimate, which almost certainly understates the position, puts the^

relevant expenditure for developing countries in 1968 to US$15 billion.

This figure represents a significant proportion of developing country

exports, so that balance of payments considerations provide additional

reasons for worrying about the cost of imported technology.

118. Turning now to the question of what is sometimes called the factor-

proportions problem in developing countries is basically an aspect of

developed-developing country relations. The nature of the problem can

be seen in the contrast between the normal economic presumption about the

choice of techniques1^ in the light of varying factor supplies, and the
reality of that choice in developed and developing countries alike. The

usual expectation Of the economist is that different relative factor

endowments would, in the absence of factor mobility between widely-

separated' production locations, lead to different choices of technique

for the production of the same quantity of the same good in different

locations. In each location, the technique chosen would make relatively

more use of the relatively plentiful factor. Thus, since capital is

relatively plentiful in developed countries, and labour relatively

plentiful in developing countries, and since factor (at least labour)
mobility is restricted between the two, it might be thought that the

production of sugar, textiles, shoes, beer and other commodities in

22/ For present purposes, technology can be crudely but effectively

equated to the capital-labour ratio.
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developed countries would be characterized by much higher capital-labour

ratios than in developing countries. This thought does not, however,

survive casual inspection. Typically, capital-labour ratios in African

industry are much mere in keeping with the capital and labour supplies

of the developed countries than they are with those of African countries.

119. This matters because African labour forces are growting rapidly

at rates that are virtually without historical or contemporary precedent

in che developed world. Given the scarcity of capital in Africa, to use

developed country techniques in industrialization is consequently to

reduce the scope of labour absorption^ both in the industrial sector and

in the rest of the economy; and reflects a need for a comprehensive

technology which would preserve the goal of moernization and ensure

widespread access to productive employment.

120. Such a technology need not pervade the entire economy. It could

comprise a mixture of the very sophisticated (highly capital intensive)

and the less sophisticated. Moreover, this compromise could be effected

in a number of ways - by, for example, introducing both types of technology

into all sectors of the economy, or by endowing each sector predominantly

with either one or other technology. Employment creation is a matter for

concern in the investment decision^ taken in all sectors of- the economy.

In industry; no less than in agriculture, the choice of technique requires

exact ing scrut iny»

121. Moreover, a concern to create as much employment as possible is not

the only reason for wishing to see the technology used in African industry

chosen with care. As things stand, recently established African industries

use developed country technology with little concession to the circumstances

of the economies in which they operate. This probably helps to explain the

widely-noted fact tnat African industry is inefficient, and in particular

not competitive in export markets. After all, the uncritical use of

foreign technology maker, -_ts heaviest demands on those resources with

which Africa at present is relatively poorly supplied - capital,

entrepreneurial end managerial talent, and skilled labour- It is also

possible that it leads to imports of equipment and raw material being

over-priced and exports, where they exist, being under-priced. The

demands of more labour-intensive technologies than those now used on

capital, managerial and other skills wculd not be negligible. They

would, however, probably be much less severe than relatively capital-

intensive production processes. They would certainly be more jn keeping

with African comparative advantage so that there must be some presumption

that they would be more efficient and competitive than existing establish

ment s.
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122. The explanation as to why capital-labour ratios are not more

dissimilar than they are between developed and developing countries is

sometimes sought in both engineering and economic considerations. On the

engineering side, "it is sometimes suggested that there is no scope for

variations in factor combinations and consequently no possibility for

choice. There may be some industries - petroleum refining, for example -

where productive factors can only be used in relatively fixed proportions,

but not many. In most industries there is considerable scope for technical
choice. Granted this, it is often, further argued that choice is not

exercised 'sensibly' because the factor prices on which it is based are

'distorted' - by measures, such as tax holidays and other investment

incentive*, which artificially lower the price of capital and. by measures,

wch as the enactment of minimum wage laws, which artificially raise

the price of labour. Over-valued exchange rates are often also cited in

this regard, and so also is business behaviour.

123. It is only fair to note that even in the face of demonstrated

practicability of labour-intensive technologies, there nontheless

exists a resistance to the idea that they should be widely introduced.

This would seem to be based on a geeneral equation of modernity with

higher sophisticated technology - a feeling that anything less than

'best-practice' techniques is inferior and consequently to be shunned.

More importantly, the fear is often expressed that relatively lrbour-intesive
technologies would provide employment at the expense of growth, and so in

the longer run possibly be detrimental to employment itself. Whether or

not this fear is well-grounded is largely an empirical question^ involving
the savings behaviour of different social classes, and the relative

profitability of different methods of production. Available evidence is

wciak and meagre. It is, however, beginning to accumulate and to suggest

that at least in some industries, and for some levels of output, the

relatively labour-intensive technique is more profitable than the relatively
capital-intensive.

124. The discussion above described the way in which technology is

transferred to Africa, and has indicated that the way in which production

technology is chosen in Africa is on balance, detrimental to African

interests. At the very least, the 'price' of the technology transfer is

higher than it need be, the consequences of such transfers arguably

include sub-optimal resource allocation and pressures making for the 'wrong'

choice of techniques, although inappropriate choice of technology involves
more than the technology transfer mechanism. In turn, the inappropriate

choice of technology created provides less employment than would otherwise

have been the case, and possibly means that African industry is less
efficient than it need be.

23/ A value judgement concerning the respective interests of present and
future generations could also be involved.
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125. If those judgements are correct, what issues are raised for policy
consideration, and what action can be taken? The first issue raised is the

meaning of self-reliance. In present African (indeed world-wide) practice,
to be self-reliant clearly does not require contracting out of the

international economy. It does (should) however, connote a substantial
capacity ttf determine, in the light of the national interest, the terms on

which participation in international economic relations shall take place
In this regard, in both the transfer and the choice of technology African
national interests have not received adequate recognition by the developed
countries. The basic policy requirement is consequently to st-engthen
African capacity for self-reliance.

3 26.How is this to be achieved, and to what end? The quick answer to this
question is, by strengthening the planning mechanism in order to provide
a greater capacity for critical search and scrutiny than now exists.

Organizationally this could best be done through the creation of
specialized (but linked) units concerned with the transfer and choice of
technology respectively - although it would be important to sensitize all
concerned with project appraisal to the issues.raised in this paper. As" far
as technology transfer is concerned, what is required is a clear identifica
tion of the major drawbacks of existing mechanisms, a procedure for
monitoring all technology agreements, and a strengthening of the bargaining
power of African authorities. Technology transfers - direct and indirect -
have been proceeding in Africa for many years now. Yet little, if any,
systematic study has been made of their characteristics, benefits and
costs, and consequences for the African economies.

127. In some ways, it may be easier to monitor technology transfer
effectively than to grapple fully with the problems raised by.the choice
of technology issue. The former can be substantially coped with on the
basis of a good grounding. The latter, additionally, requires a firm
grasp of modern science and technology, and a capacity to appraise and

stimulate feasible developments in domestic technology. Ihese additional
requirements cannot be quickly met. A start can, however, be made at any

time. Moreover, two further things can be said. The first is that

there are some issues which can be investigated in such a way as to add
steadily to knowledge and progressively kcr.« the effectiveness of
policy. Thus, a Government wishing to encourage the use of relatively
labour-xnt^sive techniques can (to some extent simultaneously) pursue two
broad lines of approach. It can seek to manipulate the composition of
output - paying due attention inter alia to price and income elasticities
of demand m such a way as to give high weighting to relatively labour-
intensive products; and, taking product composition as given, it can seek
to influence the choice of techniques - both by means of macro-economic
policy and by investigating and disseminating information on alternative
Technologies.
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128. The second thing that can be said is that what initially is beyond

the capacity of individual countries, could be within their collective

reach. The basic need for search and scrutiny has two aspects:

(a) a need to strengthen immediate policy responses, since

technology transfers and technology choices are being made

■ all the time; and

(b) a need to improve the institutional capaciti&s of individual

countries, by means of a relevant training programme.

129. In the following are summarized the main components of an action

programme for promoting the efficient transfer and effective utilization

of industrial technology. On the basis, of the discussion above and-the

identification of major constraints to the transfer and choice of

technology, the Conference may wish to express its views and draw-up

guidelines for policy formulation and define priority areas of action

at the national, multinational and international levels.

A- Action r\ the national level

For examination and possible endorsement:

(a) that, adequate attention be given to the formulation and

implementation of national policies and strategies in connexion

with the transfer and choice of technology, as a part of their

overall industrialization strategies;

(b) that, mechanisms and institutions for monitoring and controlling

the choice and transfer of foreign technology be established.

Tighter control of purchases of foreign know-how may have to

Vie introduced. ''The experience of Mexico in this respect should
. 24/

be ci _ed as a useful example;

(c) employers' organizations, industry associations and federations

should be encouraged to set up documentation centres to provide

teclinical information to the,ir member firms;

(d) the setting up of central documentation and information centres

to keep track of past and current technical developments through

out the world, working in liaison with regional, international

agencies and centres for industrial documentation and information;

(e) the provision of service institutions and common facility services

for small industries and artisan workshops, which would provide

extension services and technical training in the use of new

equipment and process technologies;

24/ See document: CMI. 2/INE/TP/5, page 9, paragraphs 43 and.44.
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(f) that, appropriate action should be taken to improve and up-grade

the skills and expertise, in the choice of technology, of

government administrators and engineers who deal with project

studies, evaluation, design, contracting and implementation;

(g) the provision of vocational and technical education and training

at all levels in conformity with the planned needs for manual,

technical and managerial skills;

(h) encouragement of the setting up and/or expansion of indigenous

machine building industries, initially to provide capital

equipment of a simple type and spare parts, which can later

be diversified into manufacture of more advanced equipment.

Associated with this might be rewards for local inventions and

patent protection for adaptation of foreign designs;

(i) development of local management and industrial consultancy

government agencies and private firms. The establishment of

such local institutions independently, or in collaboration

with foreign consultancy firms in developed countries will

contribute considerably to the development of local technological

know-how. Egypt and Sudan experiences in this respect could

fce cited.—'

(j) that, as a part of their total research and development effort,

African countries should give priority to programmes of

scientific and industrial research that help in adapting

foreign technology to the local ne^ds. Basic research should

be fostered in order to develop indigenous technology that

is more appropriate to their resource and factor endowments;

(k) stronger incentives and direct financial assistance may have

to be given to encourage local enterprises to develop their

own research and product development capability;

(l) UNIDO, ECA, UNCTAD. and other international organizations.

concerned can be called upon to render advice and assitance

in the areas and problems mentioned above as appropriate.

B, Actions ^t the regional level

131. The following recommendations are suggested for appropriate action

by the national, regional and international agencies concerned:

(a) formulation, co-ordination and implementation of national and

regional policies and of measures designed for the promotion

of free exchange of information and experiences pertaining to the

utilization, adaptation and modification of imported technology;

25/ Sudan has passed a law for the promotion and regulation of national

consultancy bodies.
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(b) establishment of regional and/or subregional technical documenta

tion and information centres;

(c) establishment of regional and/or subregional specialized

■ . research institutions to deal with common problems of industrial

technology;

(d) adoption of a common, policy towards certain restrictive

terms and conditions of contractual arrangements, of the

transfer and use of foreign technology by African countries,

which tend to limit, and restrict the diffusion of technological

know-how between them, and, in particular, (lie .development of

an intra-African export market, and which tend to impair

measures and agreements.for regional co-operation;

C. Actions at the international level

132. There appears to be a growing demand and need.by most developing

African countries for better understanding and co-operation between

them and the suppliers of foreign technology, with their trade associations

and industry federations, on an international level, based on the needs

and requirements of both concerned parties, that would enhance and

improve the conditions and terms of transfer of technology. gActivities

in this field by the international organizations concerned should be

initiated and developed.

133. There is also, a feeling and growing recognition for an international

code of conduct,—and .a better understanding between the developed

countries as the main source of foreign supply, and between the developing

countries as recipients of such transferred technologies. A common

understanding and a co-operative attitude is imperative and must gain

international sympathy and support.

134. UNIDO and ECA, in close collaboration with the developed

countries' Governments, research institutions and corporations, together

with the developing countries, should launch and foster programmes for

the development of optimum technologies suited to the specific

circumstances of the smaller markets and resource endowments characterizing

the state of industrial develcpm-nt in the developing African countries, in

general, and the least developed among them, in particular.

26/ See document CMI.2/INR/TP/5 pages 9-10.
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V. Agenda item 7: Industrial financing

135. A fundamental decision which must be taken in formulating development

plans concerns the role ascribed to foreign participants in contributing

to the success of such plans. Foreign participation comes in many forms,

but. in this note attention is focussed on the private sector, so the

issue is reduced to that of deciding on the role of foreign business.

Multinational corporations are now the principal vehicle for private

foreign investment by developed countries, and private foreign investment

has long surpassed the level of portfolio investment - the traditional

vehicle for overseas financing. While the multinational corporation does

very much more than contribute financial resources, it Is the only form

of foreign participation which does involve large transfers of capital.

If, after consideration of the pros and cons of incorporating a wholly

foreign owned multinational corporation in development plans, it is

decided to eschew this option, then complete divorce from the private

sector of developed countries is not the necessary outcome, for various

alternative forms of foreign participation remain - joint venture between

a foreign multinational corporation and host Government or private

participants, management contracts, turn-Key projects ..and licensing.

Of these, however, only joint ventures involve a financing component.

136. The pressure for participation by the private sector of foreign

business comes from two different directions. The more important from

the African point of view is the relative failure of the drive to

raise incomes through industrializing, and particularly >y fostering. •

manufacturing. The rate of grtowth o£ output of manufacturing industry has

been reasonably good by developed country standards in the last 10 years

or so, but given the tiny base on which percentage increase is calculated,

recent progress is far from impressive. At the same time, the share of

African output in the global total has not risen. Thus, both from the

'relief of poverty' and from the 'catching up' points of view, recent

industrialization has failed to achieve its goals. Lack of investment

funds, or of -absorptive capacity, or both, have undoubtedly contributed

to this failure and few would be so optimistic as to imagine that locally

generated investment funds and expertise, together with 'official'

international assistance (financial and technical) will soon solve the

problem on their own. There is therefore, a demand for additional

assistance, rr.ost of which must come from the private sector of the developed

economies.

137. On the supply side, there is also pressure to increase the level of

foreign participation in Africa - albeit a less intense pressure. The

maximization of the growth of output cf market share, together with the

desire to exploit monopolistic advantages (stemming from managerial,

technical and marketing 'know-how1 as well as from product differentiation

in the broadest sense) are powerful forces pushing the multinational
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corporation to expand into developing as well as developed countries. So

far relatively few of the thousands of them now op_..rating have set up

manufacturing facilities in Africa, but we may expect the*-supply - or

potential supply - to build up as African economies Continue to 'expand.

138. Whether or not African countries should-be willing to accept an

influx of such corporations is not entirely an economic matter, for there

are strong political overtones. Even where there are no ideological

conflicts, the possibility of a subtle erosion of national sovereignty

by the.presence and operation of■ a multinational corporation must be

confronted. Having said this, however, it is necessary to point out

that the economic factors associated with the inflow of the multinational

corporation into Africa are of central importance for most host economies,

and that the central issue of whether to encourage or not foreign participa

tion in the form of the multinational corporation or of one of the

alternative forms mentioned earlier, is a problem amenable to economic

analysis. In what follows, the implications.. of permitting foreign participa

tion are "examined, and the- issues raised for African Governments are set

out.

The costs and benefits of foreign participation

(a) The multinational corporations

139. It is not possible briefly to present the arguments for and against

foreign participation - the cost and benefits peculiar to multinationals -

in any grea. detail, nor to explain fully the variation in the pattern and

incidence of costs and benefits across different industries .and host

countries. However, the main points are presented here in a highly <\

condensed, but, it is hoped, intelligible form.

140. The benefits flowing from inward direct investment are several.

Most multinational"corporations finance the setting up of their manufacturing

establishments in developing countries out of group assets, or by borrowing

on the international capital market. As local funds are unlikely to.be

available, this means that an infusion of new capital accompanies the .

multinational corporation and this helps with both the savings and

foreign exchange bottlenecks. (Subsequent expansion by the multinational

corporation may well be financed out of profits, however ), As well as finance,

multinational corporations offer new well paid jobs (both directly and

via 'multiplier1 and 'linkage* effects) and also bring with them a

'package ' of technical and managerial skills which would be very difficult

and very expensive for local entrepreneurs (themselves in short supply)
IT

to assemble.—J This not only increases the level of sophistication in

27/ The savings to*" the host economy do not stop here, for the multinational

corporations have a built-in mechanism for innovation via their access to

their affiliated innovations. For a full discussion of the costs and savings

see the background paper on "Transfer of technology". 8
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production and management in the economy as a whole, but also creates a

centre from which such skills can be diffused throughout the manufacturing

sector - by emulation, by the movement of skilled workers and staff

trained in multinational corporations and by the direct efforts of the

latter in training the local suppliers of their material inputs, local
userr, of their products, and local servicing agents.

141. It is also important that the multinational corporation 'package1

■is generally embodied in a carefully designed project proposal, thus

relieving the pressure on the host country's project design capacity,

which is often-seriously inadequate, and itself'constitutes a bottleneck

in the development process. Many (but not allj multinational"corporations
'lave a particularly high propensity to export^ because of their
overseas contacts and skills in international marketing. The growth

performance of the multinational corporation is usually good, and sub

sidiaries in developing countries may be expected to e^and rapidly

especially in the early years; the combination of ready-made markets (in

many cases) accessible through the parents' sales network and the
availability of funds for both fixed and working capital, enable sub

sidiaries to side-step the more serious constraints or. the growth of

independent indigenous firms. In many cases, too, the multinational

corporation will stimulate competition in what are often monopolistic

or oligopolistic - and certainly not competitive in the layman's sense -

local markets. Last, but certainly not least, are the taxes levied

on the multinational corporation on its profits - for these revenues

represent a transfer of resources from the foreign owned to the domestic

sector and enable the host economy to benefit directly from the

superior efficiency of the multinational corporation. This will be a

particularly welcome benefit where the tax-collection from the purely

domestic sector presents difficulties and/or where there is a 'fiscal
constraint' on Government activities.

142. Turning now to the cost side of the balance sheet: as wj.th the

benefit side, the precise nature of the costs inflicted on the host

economy by the incoming.multinational corporation depend on the precise

character of the multinational corporation, the industry in which it

operates, and the host economy. Here only brief summary of the more

important and generally valid points is presented.^

28/ For example, in 1966-69, US-controlled firms in Latin America
accounted for 10 per cent of value added in manufacturing, but over 40

per cent of exports of manufactures - according to a recent survey..by Eauber

2j>/ For a more detailed treatment see background paper "The Appraisal
of Proposals for Foreign Participation Manufacturing Industry in Africa"

(CMI.2/INF/1P/16)
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143. As with foreign aid, so with private foreign investment, the

problem of debt servicing arises, but her, future outflows will probably
contain a larger element of profit/interest (if the multinational corpora

tion is successful) than is- the case with straithtforward loans. More

over, the use of accounting or arbitrary prices on exports and imports

(especially when trade is with affiliates) together with the remitting

to the parent of fees for research and development inputs, management^

services, etc. can give the multinational corporation great latitude in

determining the volume of resources transferred abroad, (as well as making
the declared -profit1 meaningless as a guide to efficiency or even

commercial viability). By no means all multinational corporations would
wish to, or be in a position to, make use of such devices, but they must

be considered a possibility, and will be important where the foreign

exchange constraint is a problem. Some multinational corporations ^

usually those which are export-oriented, also tend to have a heavy import
bill - which somewhat diminishes their attractiveness as foreign exchange

earners

144. Imports will also be increased, though to a smaller extent, by the
practice of many multinational corporations of employing numbers of
expatriates whose taste for imported goods tends to exceed the national
average in African countries. At the same time, local production and
consumption patterns may be pushed towards import substitutes and ^Ports
respectively by the increased demand on the one hand and the -demonstration

1 th threffect1 on the other.

145. A more important point concerns the impact of an influx of the
multinational corporation on the level of domestic savings. It is

dti ings will faquite possible that the levels of domestic savings will fall
consumption increases. Coupled with the higher waFes Pald by the multma-

tional corporation to their labour (and the likelihood of further

increases in wages as multinational corporations and indigenous firms

compete for skilled labour, the supply of which tends to be ™f^cJ
and the problems of imposing a credit policy on firms with, effectively,
unlimited access to outside funds, the fall in the indigenous marginal
propensity to save may create problems for stabilization policy in the
short run! and for the generation of investment funds in_the onger term,
should the inflow of. capital from multinational corporations dry up.

146 A further problem with multinational corporations concerns their
choice of production techniques. Recent research-^ suggests that such
corporations, operating in developing countries are frequently suilj

30/ Reuber found that of 78 firms investigated, 57 transferred their
Eduction technology intact from the parent firm, and' a further 19 made
modifications to the parents' production methods - mainly because- of

differences in scale of operation.
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using "inappropriate" techniques, so that too much capital and too

little labour are employed.— There are "many reasors for this - ■

suffice it to say that this characteristics may in fact make sense from the

point of view of the multinational corporation as a whole, while from

the host country's point of view it represents a-mis-allocation of resources,

in that it (a) tends to worsen unemployment amongst the unskilled whose . ..

shadow wage is low, (b) places greater strain on the market for skilled

labour, (c) gives rise 'to wage inflation which inhibits the development

and use of labour-intensive techniques, (d) tends to result in a more

sophisticated variant of the product than the local market requires -

since there is often a link between-sophistication of technique and

quality of product - e.g. refined sugar where the local demand can be

satisfied by mill-white sugar, (e) increases the absolute level of profits

(and therefore, in all probability, outward remittances across the

exchanges) while reducing the rate of return, unless the multinational

corporation has monopoly power in the local product market, (f) puts
excessive quality/delivery demands on local supplies, and so.reduces

backward linkage effects, (g) cuts the size of the labour force and

hence the amount of training done.

147. Resource allocation policy may also be seriously undermined if too

much, and too long-lasting protection against imports is offered to the

multinational corporation as an inducement to invest. This is, in fact,

a very common form of inducement, and may be used to perpetuate the .

inefficiencies arising from the wrong choice of technique, the payment

of excpssively high" wages, and even the wrong choice of industry. Given

adequate monopoly power by protection, and the consequent ability to pass

on costs to local consumers, it is conceivable that the operations of the

multinational corporation may actually lead to a fall in real income.

High levels of protection attract capital-intensive, import-substitutive

assembly-type operations, rather than export-oriented, labour-intensive

operations. Since protection is normally operated in such a way that

capital equipment comes In free, the developing of a domestic capital

equipment industry is inhibited, and consequently the emergence of

indigenous labour-using industries is also inhibited. Thus the protection

offered to the multinational corporation tends to prolong the state of

'technological dependence1 of the developing countries.

3l/ This is sometimes held to depend on the multinational corporation having

ncncpely power in the local product market. -lowever, this i^ not strictly

necessary if the cost advantage of the multinational corporation stems from th.

availability to it of information on technology, p.ossilly even equipment, at

below market price. Such monopoly elements in the input market may well--be

mere important.

32/ This applies to cases where a superior (in cost terms) alternative

technique is available but is ignored. Here the ability to pass on costs

(including 'excessive' wage payments) to the local'purchasers, because of

monopoly power in the product markets is, of course, crucial to the argument.
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148. Multinational firms may also frustrate Various other policies of

the host Government. Thus regional policy (arid the- -lir.ination of
•duality O^ili not be helped by the fact that the multinational corporations

tend to locate in the large towns - so increasing the attractiveness of
urban areas still further, and creating a new 'elite' of well-paid urban

workers (which may also adversely affect income distribution policy).

Manpower policy may be hit by the multinational corporation acting as

a channel for the 'brain drain' - while in the factories owned by ■

multinational corporations labour relations may be adversely affected

by foreign ownership.157 It is also possible" the multinational corporation
may retrench in the event of a glotal recession of demand for their product
so that production is concentrated in the parent factory - at the expense

of the overseas plants; clearly, this would result in developing country

operations -over-reaching' to swings in demand, and this could.constitute

a serious destabilizing effect on employment and income. It is also

possible that invidious comparisons arising from the relatively high

wages paid in multinational corporation branches may adversely affect,

labour relations in indigenous firms, which lack the same 'ability to pay .

149. Finally, there is the issue of sovereignty. The widely held view
that multinational corporations infringe national sovereignty has been a .

potent cause of suspicion. But while the economic costs and benefits . -

associated with inward private foreign investment can be measured, more

or less, no units exist in terms of which sovereignty can be measured.

Thus the discussion of this matter inevitably involves a value judgement

rather than a calculation, and the outcome of such discussion is hard to

predict.

(t>) Alternative forms of foreign participation

150. All alternative forms of foreign participation under consideration

carry with them their own special costs and benefits, though as. the
extent of active domestic participation rises as we move from joint venture

to management contracts, to turn-key operations, to licensing so that list

of costs and benefits both shrink and the operation comes closer and closer

to being a fully indigenous operation. It is apparent that one important

cost - infringement of local sovereignty diminishes as the degree of
foreign participation declines, but no general statement can be made

about the over-all balance of net advantage or disadvantage of any

particular arrangement since, once again, the nature of the ^ the
industry and the host economy all condition the final outcome.

33/ The evidence on this is conflicting.

34/ The various alternatives are considered in detail in '^
paper "The Appraisal of Proposals of Foreign Participation in

Industry in Africa", (CMI. 2/lNR/rp/l6) .



rage 4>

Investmentipolicies and instruments

151. The factors related to the formulation of policies and the choice of

instruments for promoting external resources of the desired volume and

quality to the African manufacturing sector are examined in greater detail

in the three documents submitted to the Conference, namely:

(a) The appraisal■of proposals for foreign.participation in

manuf ic ;:^.ri.r_fT industry in Afri'ca ,/ CM/I^2/INR/tp/i6

(b) Problems of the harmonization of African investment laws,

document OH. 2/lNR/TP/l3 .

(c) Some obstacles to prospective foreign investment in Africv,

document CMI.2/iNR/tp/i4.

152. The first study suggests procedures for appraising industrial projects

involving the participation of foreign investment based on empirical

observations of the operations of foreign enterprises in selected countries.

The second study surveys and analyses the deficiencies of African invest

ment laws and incentives currently being used to induce a sizeable flow

of external capital to finance an4 implement development projects. The

third paper prepared by SIFIDA— summarizes some of the obstacles faced

by private investors contemplating investment in Africa. Since SIFIDA was

established for the purpose of mobilizing external capital for investment

in Africa, the problems that it encounters are relevant to the formulation

of investment policy in Africa.

153. On the part of Governments, the strategic use of foreign investment

resources calls for measures aimed at laying down policy guidelines for

mobilizing and channelling external investment resources to priority

sectors, programmes and projects. Experience has shown that in Africa,

private foreign investment was mainly attracted to the mining and service

sectors. The resource flows directed to manufacturing were relatively small

and in any case were-principally used in easy import-substitute investments.

These, however, could have been reserved for domestic entrepreneurs if they

were available or if they could have been induced to investing in

industry through appropriate policy and incentive measures.

154. Ideally, Governments may cor.side- that securing long-term loans

is a superior strategy to that of servicing equity capital. However,

the supply of the former is inelastic and in any event the prevailing

terms and conditions for its upply are not conducive to stimulating large

flows to African countries where generally debt servicing is already a

serious problem. In the circumstances, the objective of accelerated

industrialization would call for a strategy aimed at inducing private

CMI.2/iNR/tp/i4.
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foreign investment to play a strategic role in African industrialization.

There are two areas of particular interest to African countries.

155. First, a deepening of the import-substitution industrialization

strategy calls for a widening of markets through regional co-operation to

set up industry of the appropriate scale economies. Elsewhere it has

been proposed that one instrument for creating large-soale integration

industries is the "African Multinational Enterprise":— Private foreign

investment and particularly the multinational corporations could, through

their participations, be.instrumental in promoting industrial integration

systems since they would be in a position to enhance the early implementa

tion of multinational industries, and also fit in advantageously in the

benefit sharing scheme presented by the African Multinational Enterprises.

156. Second, host countries as well as private foreign investment could

derive increasing benefits from the establishment of export industries

within a scheme of relocation of industries from industrialized to African

countries. Rising wages, depletion of natural resources and environmental

considerations in the industrialized countries are likely to give impetus

to a restructuring of world industry. In any case, it would make a great

deal more sense for investment policy to guide investors to the export

sector in general rather than to the simple import-substitute investment

opportunities'in particular.

157. Decisions on foreign investment are, however, not only a function of

strategy but also of tactics. They involve the identification and

appraisal of the specific industrial project, promotion of the project

in question, negotiation of the precise form of the desired joint'venture

arrangement, and provision of the appropriate incentives and concessions

that will just induce decision-making on the part1 of the foreign investor.

Governments have several options each of which has its own set of costs

and benefits. They could opt to wait instead of calling upon foreign

investment, which becomes .3 question of comparing the flow of'net'benefits

of the alternative approaches using an appropriate discount rate. They

could choose total national ownership to total foreign ownership, but

in between there evidently'exist a wide range of possible combinations.

The concessions to be granted thence become or should be a function of the

precise form of joint-venture arrangement, aimed at taking into account

of the over-all plan and strategy of industrialization.

158. In other words each and every industrial project proposal involving

foreign participation would need to be assessed from the vantage'point of

the national economy. This calls for a systematic approach", not only in

project appraisal but also in the evaluation of the influence of specific

incentive policies and measures on stated objectives. Investment laws and

26/ CMI.2/INR/TP/7
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incentives in African countries are noted to be not. only., generous but in

many cases also comprehensive. They are designed to provide adequate

incentives and at the same time safeguards for foreign investors to allay

their fears of expropriation and nationalization. Although African

investment codes share a common objective, namely, the mobilization of

a greater flow of external resources to development programmes, nonetheless,

the diversity of concessions, and incentive instruments do not in the

aggregate present clear-cut guidelines to the foreign investor. There is

a need for harmonizing,, or at least for constructing a common framework for

formulating investment laws and incentives so as to provide the foreign

investor with guidelines which are neither ambiguous nor competitive

countrywise. Investment laws and incentives based on common objectives,

approaches and instruments are likely to be effective in directing the

foreign investor to priority areas of investment for the region in general,

and for the individual country in particular.

159. The definition of priority areas for foreign investment and the

formulation of appropriate incentive policies no doubt constitute the major

ingredients of an effective investment policy for stimulating an increasing

volume of the appropriate quality of foreign investment to the African

manufacturing sector. These will need to be supported by machinery set up

to undertake the responsibility for providing the requisite information

and data for facilitating and expediting decision-making, for conducting

negotiations, and for keeping under constant review the concessions

granted to the foreign investor. Because the investment climate is

a major factor in the decision-making process of the foreign investor,

the creation and effective operation of investment promotion centres

is an obligation to which Governments would need to respond in equal

measure.

160. The investment climate argument could, however, be taken too far to

include the reorganization of the entire administrative structure, the

'assurance of political stability and the elimination of corruptive practices

wherever they exist. These would need to be put into thsir proper

perspective. Without even carrying out rigorous cost-benefit analysis,

it is intuitively obvious that the benefits to be derived from potential

foreign investment projects would not outweigh the costs of carrying

out far-reaching .changes in political structures and Government administra

tions. Rather, the strategy should be for foreign investment to contribute

effectively within the realistic dimensions and constraints of ideology

and administration, given that there exist equitable investment laws and

incentive policies to safeguard the interest of the foreign investor.

There evidently are no conflicts of interest where, for example, the global

policies of the multinational corporations complement those of host

Governments. These policies would appear to be aimed at investing in

exapnding economies. If this is generally true, then the basic responsibility

of African Governments would be to promote the kinds of industrialization

strategies and policies which would place their economies on the path £■-"
sustained growth.
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Suggested recommendations for action

161. On the basis of the above observations and the expert papers referred

to above,.the main lines of action to stimulate a greater and more equitable

flow of foreign investment to the African manufacturing sector can now be

summarized for the examination of the Conference. These include:

(a) Governments would need to articulate clear policy guidelines in
respect of private foreign investment, preferably integrated

within national economic development plans, aimed especially

at outlining the priority areas reserved for foreign investment,

defining the relationship between private and public sector

investments, indicating the degree of national control desired,

and specifying the extent to which nationals are to participate

in the venture;

(b) intra-African co-operation would need to be fostered to promote

common policies towards the multinational corporations and

particularly to induce them to invest in (i) integration industries

in association with African Multinational Enterprises, and.

(ii) export industries taking advantage of the relocation
possibilities of industries from the industrialized countries;

(c) systematic approaches to project appraisal involving foreign
participation would need to be introduced to see to it that

the project is selected because of its optimum contributions to

national industrialization goals vis-^-vis alternative investments

or alternative uses of scarce domestic and external resources.

The Conference may in this connexion wish to endorse the methodology

and approach suggested in document CMI.2/INR/TP/7;

(d) the extent to which the foreign investment project contributes
to national objectives should preferably guide the granting of

concessions and incentives, or coversely it would seem reasonable

to suggest that the latter should be used as instruments for

maximizing the benefits of the project to the national economy;

(e) project appraisal and surveillance capacity should be greatly
strengthened in all African countries - and bodies like ECA

and UK-IDO should help by offering advice and possibly by training

project analysts, and participating in the appraisal procedure;

(f) some integrated system of surveillance should be set up so that
African countries can monitor the effects of multinational

corporations on their economies and exchange information on this.

Moreover, as their scale of operations, is multinational, it is

important that not only the local, but also the continental

effects, of their operations be known; :
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(g) the possibility..of. coordinating inducement schemes offered

tc multinationals should be examined;

(h) African Governments should agree on an 'investment code' setting

out the rights and duties of multinational corporations and

host Governments with respect to one another - and this should

be further discussed with foreign Governments particularly"those

of North America and Western Europe; and

(i) the crucial challenge to African countries would be to develop

the personnel to undertake the above tasks. Urgent actions are,

therefore, required to develop African capabilities in policy

formulation, project appraisal,. investment promotion, and

negotiations to arrive at the appropriate form of joint venture

arrangement, administration and control of concessionary measures
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VI. Agenda item 8: Technical and financial assistance needs

162. The regular convening of the Conference of Ministers of Industry

provides a mechanism for the review and evaluation of performance and progress

in industry in Africa, on the basis of vhich new and/or corrective measures

could be recommended to achieve the industrialization goals of the Second

United Nations Development Decade. Those consultations should contribute

to improving the quantity and quality of technical and financial assistance

in support of African industrialization,, and indeed the decisions reached

on priority needs would- constitute the requisite guidelines for the

formulation and pursuance of effective aid policies by bilateral and

multilateral sources of assistance.

163. In the preceding discussions the priority areas of need and action

were outlined under the various agenda items. External technical and

financial assistance could play an effective supplemental role if its

use is strategically deployed. Governments generally dispose of machinery

for processing technical assistance projects but it is frequently observed

that there are deficiencies in technical assistance deliveries. The

underlying reasons are not easy to pin-point, but it is generally thought

that delays on the part of donors to respond to requests quickly, the

lack of effective guidance and supervision machinery on the part of

recipients during project implementation and the absence or inadequacy

of follow-up actions subsequently tend to reduce the expected impact of

the assistance project.

164. On th.2 other hand, it needs :o be stated even if self-evident that

technical assistance is not • cc^tlc-;^ to the recipient country. It

presupposes the use of scarce resources such as the provision of the

usual requirement of counterparts and its unco-ordinated use could lead

to conflicting technical opinions thus delaying the realization of

development projects. If this observation is valid then Governments would

need to pay particular attention to the following basic factors in

drawing-up their short term and long-term technical assistance programmes:

(a) the cost to the country of the programme;

(b) the complementarity of technical assistance projects considering

the multiplicity of the sources cf assistance: bilateral and

multilateral;

(c) the supervision, guidance and follow-up action mechanism required

to maximize the benefits to be derived from the programme.
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165. These considerations are no less important in the context of inter-

country programmes of technical assistance, Indeed the recognition of

the importance of effective action for accelerated industrialization to

Africa provides the fundamental justification and need for technical

assistance at the inter-country level. The country programming exercise

of the UNDP is expected to increase the effectiveness of technical assistance

operations at the country level. However, while.some actions are predomi

nantly national in character, others are multinational and still others

international. These are interrelated and considering the magnitude of the

co-operative effort required in Africa, the strengthening of the link

between them is a major objective of policies and actions.

166. In addition to promoting and developing co-operative efforts

another reason for' paying greater attention and support to multicountry

technical assistance projects and programmes is the limitation of

resources in the light of the multiplicity and magnitude of needs at the

country level. In this situation, the impact of technical assistance

could be increased through the selective implementation of projects and

programmes serving a group of countries rather than through efforts which

are singularly directed to repeating projects in*one 'country after the

other. For example, the "creation of a regional training institute in some

specified-field may better serve the long-term needs of^African countries

than ad hoc training courses carried out at the country level. In the

latter approach the. technical assistance effort implies spreading resources

thin, while in the former not only is resource utilization being maximized

but there is also an added advantage to be derived from the size and

continuity of the technical assistance effort.

167. Technical assistance resources come from many sources and are used

for many purposes. This may give rise to an undesirable flow of competitive

projects in neighbouring countries and thus a waste of technical assistance

resources. The inter-country programming approach could promote a better

co-ordination of bilateral and multilateral assistance. It would provide

a mechanism \:y which the optimal allocation and use of such resources

could be achieved by harmonizing the regional pattern of demand to a

global structure of supply, Conceived in this way, inter-country

programming is a necessary complement tc country programming, and indeed

a means by which the relevance and increased effectiveness of the overall

technical assistance effort to African countries could be ensured.

168. Guidelines laid down by the Conference of Ministers of Industry

provide the framework for adapting global structures of aid policies to

the specific needs and requirements of African countries; for co-ordinating

bilateral and multilateral programmes of technical assistance, and thus

increasing the efficiency of resources utilization; and for promoting

the complementarity of country and inter-country programmes of technical

assistance, so that these become increasingly self-reinforcing to the

maximum benefit of the recipient countries.
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169. Also, the Conference is an instrument for promoting a greater

harmonization of the activities of regional and subregional instititutions

in Africa. In this way, their combined experiences and resources could

be increasingly brought to bear on the problems, projects and programmes

of industrial development. Equally significantly the Conference would

provide an effective and flexible mechanism for promoting and developing

inter agency co-operation and co-ordination in the field of industry within

the United Nations system.

170. At the regional level there is a need for external assistance to play

a more purposive and dynamic role than it has done in the past. This it

can do if technical assistance projects and programmes are designed to

support effectively the efforts of countries aimed at developing and

instituting suitable approaches and mechanisms for promoting multinational

or regional industrial co-operation as a basic instrument for accelerating

industrialization in Africa. The following would seem to constitute the

major areas of need at the intra-African level:

(a) Pre-investment assistance to include the identification,

preparation and evaluation of potential multinational industries.

(b) Investment follow-up assistance to initiate and sustain actions

aimed at project implementation including actions for facilitating

inter-country consultations and negotiations and devising

alternative approaches of benefit-sharing.

(c) Institutional assistance aimed at creating and/or strengthening

the activities of national and multinational investment and

export promotion machinery; groupings and for economic co-operation;

regional and multinational facilities for promoting industrial

skills, research and development capabilities, and the development

and exchange of industrial information; consultation machinery

for harmonizing regional and multinational industrial policies,

investment laws and incentives; and the greater industrial

utilization of Africa's natural resources.

(d.) Financial assistance aimed at generating a greater flow of low-

cost finance especially for the creation of viable multinational

and new export industries,

(e) Advisory services at the regional and multinational levels

for the purpose of assisting African countries in selected areas

of need especially in the promotion of managerial skills, technologi

cal capabilities, natural resources utilization, and also in

keeping under constant review their industrialization development

plans, programmes and policies.
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171. The creation of a special purpose fund to which contributions covered

by international and regional financial institutions may be thought to

be the best approach for carrying cut the tasks outlined under (a) and (b)

above. It could be used to finance preinvestment studies of multinational

industries and subsequently to sustain investment follow-up actions on

viable proposals. It could be used for strengthening the industrial

departments of groupings established for economic co-operation, so that

these could effectively discharge their resp.onsibilities in respect of the

creation of multinational industries. UNEP assistance supplemented by bi

lateral aid would assist in the implementation of the priority projects

implied by (c) and (e) above. UNDP is already funding the ECA/FAO
Forest Industries Advisory Group. It could be approached to assist in

the setting up of an African Institute for Management Development, and

an Advisory Service on Industrial Technology to promote and monitor programmes

aimed at developing domestic capabilities in research and development. With

regard to (d) above, international and regional lending institutions could

play an effective role in the channelling of a greater flow of funds to

the African manufacturing sector, by easing the terms and conditions of

loans, and by assisting in programmes aimed at surmounting the debt servicing

problems.

172. The least developed of the developing countries in Africa face special

problems in promoting their industrialization. A comprehensive analysis

of their current situation in terms of demographic and economic investment

as well as their process of development was undertaken during a serrt:.nar

organized by UNIDO in co-operation with EGA in January 1973= At this

Seminar the priority areas of need of the least developed countries in

the industrial sector were outlined, and a number of specific projects in

terms of industrial and service enterprises were proposed as a basis for

approaching and mobilizing financial assistance from bilateral and

multilateral sources. The main emphasis of technical assistance should

be the contribution in establishing a network of institutions, policies and

tools for initiating and sustaining a viable process of accelerated

industrial development. It will be necessary to evolve policy and work

out the project profiles which can play a catalytic role in accelerating

the process of development- Initially, technical assistance to the least

developed countries should aim at the building up of machinery for industrial

planning and long-term industrial development strategy; the formation of

a set of policies to determine priorities of technical assistance in the

industrial sector and to provide incentives and subsidies; the creation of

institutions to provide financial assistance and also technical assistance

to generate project studies; to execute projects and operate them efficiently

and, finally, to devise institutions and policies to mobilize and increase

savings. In .this context, the promotion of subregional co-operation for

industrial development and the creation of tertiary educational and training

institutions should be encouraged as important and .effective tools of

development.
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173. In terms of technical assistance, the promotion of industrial develop

ment in the least developed countries will require a simultaneous .attack

on the following fronts:' (a) collection of basic data on industrial

statistics, raw materials, natural resources, market etr. , (b) industrial
planning and industrial development strategy; (c) industrial policies;

(d) promotion of individual and institutional entrepreneurship; (e) industrial

financing institutions; (f) project identification, preparation and

evaluation; (g) industrial extension services; (h) mobilization of domestic

savings and (i) managerial and technical training. This can only be

attained by intergrated and complementary national and subregional projects

for most of the least developed countries. An attempt must be made to

ensure the co-ordinated progress of the several complementary dimensions

of industrial development by means of a systematic and periodic review of

achievements and problems in the field of industrial development in these

countries and by bringing to the attention of the Governments any necessary

corrective measures. Studies of specific problems of-industrial development

in the individual countries should be undertaken and communicated to the

Governments concerned. There will be a need for assistance in the prepara

tion of teaching materials for training courses in industrial planning and

policies, project identification and preparation of prefeasibility and

feasibility studies of small enterprises, project evaluation, accounting

and financial analysis, and procedures for entrepreneur development,

over-all management of small enterprises, the maintenance and repair pro

cedures, etc., and specialized courses for the staff of the Ministries

of Industries and Commerce and other industrial institutions; to conduct

national and subregional training courses; and to provide advice to

Governments on request, on specific issues. The integration of regional

and national projects will be indispensable for initiating and sustaining

industrial development in the least developed countries.

174. It has been estimated that bilateral and multilateral technical

assistance in Africa will increase from its present level of 4* per cent

to about 60 per cent in 1980, and that it will be probably higher for the

least developed countries. Technical assistance will continue to be. an

important means of obtaining know-how for those countries where the .

manufacturing industry is in the public sector, since official finance

is usually non-project oriented.

175. There will be a need for supplementing technical with financial

assistance in the case of the least developed countries for financing the

creation of complete demonstration plants and horizontally integrated

industrial activities, and also for constructing industrial estates.

Since it has been recommended that the least developed -cuntri<;s should

aim at a somewhat higher rate of growth than the target set for the

Second United Nations Development Decade, it would mean a drastic and

substantial increase in the proportion of foreign finance required to
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finance industrial investment. In-the past, foreign investment contributed

only about 20 per cent of investment requirements in Africa, but the propor

tion, up to 1980, will have to increase to about 60 per cent. This figure,

representing well over US$250 million, will decrease as national savings

in the least developed countries increase. But in the short-run, however,

a substantial increase in direct private investment with its associated

technical Icnow-how is the only means by which manufacturing output could

be raised rapidly in these countries.

176. UNIDO is currently promoting actions aimed at implementing the

project proposals of the seminar, It would be necessary to mobilize a

sizeable amount of funds to respond effectively to the requests for

assistance from the least developed countries. The Conference might

wish to reaffirm its support for special measures to the least developed

countries in general, and specifically for the action programme drawn up

by the UNIDO Seminar for the' Least Developed Countries in Africa, urge bi

lateral and multilateral rources of aid to earmark supplementary funds

above the levels already programmed.
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VII. ^da item 9: ^»"d General Conference of UNIDO

. It has to oe pointed out that no sustained economic= ^-»* ^

the increment of growth in developing countr.es and also ^
helps the growth of other sectors. Industry is the most dynamic sector
of the economy and brings with it initiative, innovatxon and techn cal
capability. Moreover, industry besides providing direct^,^« >

a major generator of activities leading to ^^^^^L
through demand for inputs of domestic resources, for

tions. services, commerce and other labour intensive ^£^,s o£
employment that may not arise from other sectors and greatly

the direct employment engendered.

178. *e Conference might wish to^^
decisive role industrialization is called to P^\
achieve a sustained economic and social development in the wh 1
However, a new concept of the industrialization of the c» inent
conceived, and implemented through the joint efforts of all
countries and through international co-operation.

179. in view of the experience African countries -^ acquired during^he

primary phases of their ^--^f^ mT^me^ « is time
of qualitatively new aspects of world «<= & ^ phase which would have

now that the industrialization ot Africa in world economy as

the attainment of a new and stronger P°™.°™ialization strategies

the following main strategic
directives

,30. Mner.1 resources represent an enormous potenti-
number of African countries, provided a radical

in the mode of their exploitation. The ej
non-renewable natural resources are exporte

only after the minimum necessary procesing, ^xnj
respective producer countries, Keeping them ^Y P uations
unilateral channels of demand and on the - for
leaving them with devastated lands and w th £rinkingPP ^
genuine utilization of their greatest potential

their people.

existing

the
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181. African countries have to make united efforts to conserve their non-

renewable natural resources and to export these in higher processed and

manufactured forms to the African and world markets. With this in view, it

is imperative that the producer countries in Africa enter into co-operative

agreements aimed at the protection of their mineral resources and at'their

upgrading through the planned establishment of processing and manufacturing

plants on the African soil. The attainment of this goal will bring about

e. dr.cisive breakthrough in the international division of labour stemming

fronrthe- colonial-pa"st by changing the role' of Africa from that. p£ the

exploited supplier of raw materials to that' of'an equal partner'in world

industrial development, and world technological development as well.

1^2. The Conference should urge, therefore, all respective African countries

to establish, as a matter of utmost priority, co-operative agreements on

the above lines. The establishment of the African Minieral Development Council,

as discussed under Agenda item 6, would mean a further decisive step towards

the economic liberation of Africa. Both national and regional efforts

ought to be directed to strengthening the links between the exploration,

exploitation and processing of mineral resources up to the stage of the

intermediate and capital goods manufacturing. Various means of regional

co-operation, such as multinational enterprises, should be made use of to

this aim, The assistance of ECA and UNIDO might play an important supporting

intermediary role in those activities, particularly in strengthening the

links between the exploration and exploitation phases, and the processing and

manufacturing stages.

Upgrading and processing agricultural resources

183. The second major potential of Africa consists of making full use of its

oil, of its climatic conditions and of its populations for a substantial

increase o.? agricultural production together with its simultaneous upgrading

to the manufacturing stage. Instead of perpetuating' their dependence on the

shrinking clemcmd fcr agricultural commodities and on sometimes catastrophic

fluctuations of their prices, African countries should adopt the strategic

target of upgrading and processing agricultural raw materials on the spot,

primarily by means of the well conceived establishment of agro-industries, up

to the final products destined for the expansion of the domestic and of the

African markets, as well as for the world market.

184. African ccuntries exporting agricultural commodities should enter into

co-operative agreements aimed at upgrading their renewable natural resources

and at.trading them in the form of semi-processed, processed and final

prody/riis, joining their efforts in opening their respective markets to these

products through abolishing the existing tariff and non-tariff Carriers which

hinder their exports to the developed countries' markets, and through creating

new subregienal markets in Africa* Simultaneously,, they should strive to

introduce in Africa the exploitation of new kinds of so far untapped
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resources by means of newly developed technologies, e.g. for the mass

production of proteins.

185. In the face of the world population explosion, African countries

might thus make an important contribution to providing enough food for the

peoples of Africa, and for the peoples of other continents as well.

(ii) Towards a restructuring of the world industrial development and the

role Africa is called to play therein

186. The above main directions of the industrialization of Africa represent

but the immediate imperative approaches of a medium-term character. However,

in respect of the long-term perspective, Africa has to take, simultaneously,

the first bold steps to assuming a qualitatively new position in the interna

tional division of labour the necessity for introducing structural changes

in which becomes evident at this juncture. A number of important aspects of

the recent developments in the world econoiry tend to a world-wide recognition

of the trend to a massive relocation of industries from the present industrial

centres to the developingregions. Africa,, being the late-comer in world

industrial development is subjected to enormous constraints but, fcr the

same reason, it is in a position to take advantage of the newly emerging

opportunities, by offering, with its hardly touched industrialization

resources, a wide field for the gradual implantation of practically all

industrial branches, with their mutual inter-linkages, fully integrated in

the structurally changing world economy.

187. What are the main reasons inherent in the economic development of the

developed countries, which mark the nascent trend for world-wide changes in

the pattern of the location of industry? They may be summed up as follows:

(i) The labour constraint

The unprecedented upward trend in industrial growth of the

developed countries has brought about an increasing lack of

manpower which those countries try to overcome, besides

introducing more and more labour-saving technologies, and by.

attracting millions of foreign workers from less developed

countries to their industries. However, this method creates

growing practical, social and political disadvantages and

drawbacks, the solution of which becomes more and more difficult.

An increasing number of companies, and of representatives of

Governments as well, realize, that it would be advantageous,

instead of importing labour from the developing countries, to

move the other factors of production in the opposite way, »it

to the developing countries, utilizing simultaneously their

indigenous cheaper labour and other factor endowments.
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(ii) The cost constraint

Quite a few industrialized cGun-rie? face .the problem of rising

costs in their old originally resource-based, extracting and

heavy industries, not only in connexion with the wage and salary

increases but also due to the progressive depletion of their

non-renewable natural resources. This fact lies behind the need

to dig deeper and deeper under the earth or to irr:p;rr ores, coal

and other raw materials from overseas, the resulting overland

■ transport cost make the respective plants unprofitable. The

first attempt to overcome that.constraint has been the moving

of heavy industries to the sea shore to cut the costs of the

expensive land transport. This is not an adequate solution.

Purely economic reasons speak for a relocation of metallurgical

and other heavy industry plants to the riches: raw material

bases, which are to be found in the developing regions,

particularly in Africa, in order to process those raw materials

on the spot and to save, in this way, on transport, and labour

costs.

(iii) The environmental constraint -

Still following the same line of reasoning but in respect of the

environment in its own right concern for the progressive depletion

of land and of water resources, in combination with the mounting

air and water pollution is growing in the developed countries.

Hence the considerable emphasis given to environmental problems

and the long-run measures envisaged to exploit such resources more

carefully. This fact m \y tend to give a comparative advantage

to developing countries for the procesing of intermediate goods

like pulp and paper, steel, non-ferrous metals, cement and

chemicals. It is sometimes argued that those "dirty" industries

should not be relocated to the developing countries, as they

might eventually cause the same environmental problems there as

they are causing in the developed countries. However, it should

be taken into consideration that for a long time to come those

industries would be much less "dirty" in their effects in the

developing countries than they are in the areas of an excessive

industrial agglomeration, where their effects are multiplied

by concentration, and only so produce a dangerous degree of

pollution. There is, thus, definitely a chance for a careful

implantation of heavy industries of that kind in the developing

regions.

(iv) The business expansion constraint

The recent development of the industrialized part of the world

is characterized by the rapid expansion of industrial giants,

mainly in the form of multinational corporations which profit
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from the integrational processes under way and appropriate

for themselves, particularly through mergers, large portions

of both the production and the markets. Hence, increasing numbers

of small-scale and medium-sized enterprises, both in the large

and particularly in the smaller countries in Europe, are squeezed

out of" markets. . Many of. these enterprises, challenging such

competition and desirous of steadily expanding their catalogues

to products offered but restrained, at the same time, by the

limits' of their capacities, and investment opportunities, tend

to realize that the best, and sometimes the only way to further

expansion lies in transferring part of their production,

generally certain production lines, to a developing country,

either through sub-contracting or through production and market

sharing. Whereas the mighty multinational corporations seem

to be, at present, the only partners for the developing countries

as far as foreign resources for their industrialization are

concerned, with all the pros and cons as discussed under agenda

item 7 of this C; r.ferer.c^, it is the opportunity described above

which offers a much more propitious alternative to the developing

countries in the long run.

(v) The technological development constraint

Considerable potential profits are not materialized owing to the

fact that many companies in industrialized countries are holding

in their safes a lot of significant results of their research and

development activities without making any use of them. Sometimes

it is so because the respective technological processes do not

correspond to the actual factor endowments in these countries,

whereas they would perfectly, suit the conditions prevailing in the

developing countries being, for instance, too labour-intensive, or

being appropriate either for production on a smaller scale than

would be economically feasible in the country of their origin,

or for shorter production runs than the capital structure of the

proprietor company could allow. And at other times these results

of research and development are not utilized simply because the

existing product-mix is successful enough to ensure profits for

some time to come not necessitating, thus, any costly revamping

of the machine tools and equipment, nor the reorganization o£

production. In such cases, it might be rewarding to make this

new technology work in a developing country, placing it at the

disposal of a prospective partner enterprise there.

188, All those new developments are susceptible to cpenir.o avenues for the

promotion of all other industrial branches in African countries, in addition

to the branches processing mineral and agricultural raw materials. These

avenues may be accessible within a much shorter period of time than might

have been expected only a few years ago, as Africa will have a comparative
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advantage in all these instances, including relatively short transport
routes to all other continents.

189. Tne above facts are also susceptible to providing increasingly

persuasive reasons for Governments and companies of the developed countries

to recognize the neces£ity for a new international division of labour by

means of a massive relocation of industries to the developing continents, and

therefore, for talcing appropriate steps in the direction of international

co-operation in industry with the developing countries, and, in particular,

with the African countries, It may still take time for them to arrive at the

recognition that such steps are in their own interest- It is, therefore, up to

*he African countries to help them to perceive these -trends earlier.

Forms of enterprise-to-enterprise international co-operation in industry

190. The enterprise-to-enterprise (inter-firm) international co-operation in

industry may take manifold forms, simpler or more sophisticated, such as:

(i) Product adaptation

The simplest form of co-operation would be between developing

countries ' enterprises and developed countries ' importers,

wholesalers or department stores, thus bringing about an

adaptation of the products to suit the demand pattern of the

markets to be newly opened.

(ii) Joint ventures

This is the most usual form being applied in Africa but there

are still many possibilities of improving its contents for the

benefit of the developing countries (partners to such ventures),

leaving, at the same time enough attraction for^the developed

<. countries ^.partners. ■•.-*-.

(iii) International sub-contraqting
This form is of particular interest to already established enter

prises in developing countries which have excess capacities or

.. strive.to master more sophisticated production lines, for opening

access to new markets and, on the other hand, for both multinational

corporations and smaller and medium-sized companies in developed

countries looking for profitable outlet for their production and

business expansion.

(iv) Production and market sharing

This is a more advanced form of"direct industrial co-operation

entailing agreements on specialization in the production of

specific parts and components, assembled finished products or

whole production lines, and on their mutual tracing in or their

trading on specific markets. Generally they contain a'high

; # ■
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component of transfer and adaptation of technology. This form is

of a special interest to the more advanced enterprises in develop

ing countries and for the same kind of developed countries'

companies as under (iii) above.

(v) Joint engineering and designing

This being the most sophisticated among the forms described

..-" here, it is generally effected by the technically developed

enterprises of the industrialized countries, together and above

their co-operation in the form of the production and market

sharing. However, agreements en joint engineering and designing

of new product families may be envisaged by some of the advanced

enterprises of the most developed among the developing countries.

All these forms contribute, in a varying degree,..not. only to the growth

of industry in the developing countries but, simultaneously, to their reaching

the successive stages of domestic technological-development. At the same

time, they enable the developing countries gradually to loosen their ties

with the traditional foreign trading companies of the colonial type, the

continuing dependence on which still constitutes the major hinderance to the

industrialization of so many African countries. These ties should be

replaced by beneficial co-operation with a new type of partners in the

developed countries, such as industrialists, importers of and wholesalers

with manufactures, including *ig department stores. And, finally, these

forms represent a vehicle for'the diversification of the pattern of trade

and foreign financial sources which is of vital importance to many African

countries. ■

191. This new kind of partner in the developed countries entering into a

direct industrial co-operation with enterprises of developing countries,

are susceptible tc becoming natural allies for the developing countries,

and of exerting the retpectivc pressures net only frem without but also

from within on the Governments of the developed countries for them to

favour, by concrete policy measures, the restructuring of world industry

towards the developing regions.

entries in
Government* of the

For™*; of assistance b

international co-operation in-industry

The Governments of Redeveloped countries both of the market192. The Governments of Rdp k

f he u* advantage it would .ring about. The African countries should
request the following principal measures to be adopted and aPPlxed by the

Governments of the developed countries:
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A. Developed market economies

(i) The abolition of all tariff and non-tariff barriers ancE" -■■—■-

restrictive practices hindering the imports of manufactures

from the developing, countries, in particular, of processed and

semi-processed products instead of the raw materials at present

exported from Africa.

(ii) .Preferential treatment for the imports of manufactures, parts

and components produced in developing countries under sub

contracting and other co-operative arrangements with companies . ■

of the respective developed countries or regional and subregional

economic goupings.

(iii) Fiscal and other incentive measures accorded to national companies

to stimulate their interest in participating in industrial

co-operative arrangements with developing countries enterprises.

B. Centrally planned economies

(i) Increasing inclusion of imports of manufactures from the develop

ing countries in.the respective foreign trade plans, and agreements,

and this not only on a barter basis, but leaving enough room for

mutually profitable trade considerations.

(ii) Encouragement of enterprise-to-enterprise co-operative agreements

by means of state planning and control methods.

Industrial co-operation among developing countries of differnt regions

193. . In" addxtiori to "fostering'all possible-joint actions-arid .co-operative

arrangements o.r-6rA "'African" "ccuntries- on a - regional ■ or subregionaX:..1?a."sis,

various forms of co-operation in' industry-- with -developing: countries of the

other regions should be promoted, as appropriate. The G.-jorg'e-twon Declaration

of the non-aligned countries deserves mentioning in this connexion, as well

as resolution 36(VIl) of the Industrial Development Board stressing the

promotion of "technical co-operation among developing countries, by the

exchange of duly adapted technology, iaformation and development assistance

formulas in the field of industry, including small and medium-scale industries,

industrial programming, industrial financing, etc." UNIDO should be invited

to establish a concrete programme of operational activities for this purpose.

Not only Government agencies but also various national, subregional and

regional institutions of a promotional, information, training, financial

and .research character in the field of industry might play an important ^ole

in the search for and following of more avenues to such co-operative ■

endeavours, thus making the developing countries not only recipients but .

also donors of technical assistance, and partners in industrial co-operation.
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turning UNIDO into an effective instrument for-the

tructurina of world iudustri-^T development

194. in view of the newly emerging trends in world industrial development

requiring in depth studies on, guidance about, and proton of new forms of
international co-operation in industry, it is imperative to increase the
impact of the work of UNIOJ by strengthening the global strategic aspects

elaboration of the respective industrialization strategies plans and
appropriate policies geared to their implementation. Fmally,^ should
act as a liaison, and catalyst in aegotiation to this end, both at inter

governmental and inter-firm levels. .. .■;;

195. With this in view, the Conference might

their approval of the recent establishment of the

^5their various subregional economxc groupings at all stages and m all
instances of the implementation of the goals so delineated.

ree of

hase in its industrialization
of a qualitativel

(iv)

196. All the long-term perspectives and necessary actions discussed in
this paper will retire for their achievementthe 0°™ °^ffor-^

African countries along the Ixne-oj nationf.^^ development ln
• nri +-Q increase the impact or ^xx i^a ^ii w

S Sl^tation of the African Declaration on
and Economic Independence, as adopted by the Organx
at the Tenth Ordinary Session of the Assembly of Heads of State and
at the xeni y the following

Government m Addis Ababa on 25 "ay ly/J. _

rrss:™:;
are submitted for consideration by the Second conference of Mxmsters

Industry.
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Recommendations

(i) To pursue, through concrete plans and measures at the national,
subregional, regional and international levels, the goal of

turning Africa into an independent and powerful factor for a

peaceful world industrial development by harmonizing their

respective industrialization strategies, plans and polices for the

benefit of the peoples of all African countries.

(11) To enter into co-operative agreements among African countries
producing specific commodities with the aim of conserving non-

renewable natural resources from wasteful exploitation, as well

as to process both renewable and non-renewable natural resources

in order to trade them on the African and world markets with the

maximum value-added content, and to the best obtainable price and

other conditions, including such steps as the establishment of the

African Mineral Development Council.

(lii) To co-operate in the establishment of multinational industrial
enterprises, in order to overcome the small market constraint

and to make the best use of the economies of scale, enabling thus

the building up of technologically advanced, large and heavy

industries in Africa.

(iv) To join their efforts towards streamlining the emerging trends
for the restructuring of world industrial development, through

international division of labour and a massive relocation of all

industrial'branches to African countries, making full use of the

comparative advantages which Africa is offering in this respect.

(v) To'harmonize mutually their investment incentive policies to avoid
harming African industrial development by competing among them

selves for foreign investment, and to increase their collective

and individual bargaining power.

(vi) To foster intra-African trade in manufactures, inter alia, by
means of joint action for the improvement of the intra-African

transport routes and for the utilization o£ the African energy

resources for industrial development.

(vii) To co-operate with progressive partners in developed countries in

the promotion of various forms of enterprise-to-enterprise co-operative

arrangements conducive to the setting up and development of the

priority branches of industry in Africa.
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(viii) To foster technical co-operation in industry among- the developing

countries of all regions through all appropriate means and institutions.

(lx) To work out and pursue a common policy for the forthcoming GATT

round and other trade and co-operation negotiations with the

developed countries and their, various groupings, with- the aim of

promoting the industrialization of Africa and of its gradually

assuming a new role in the international division of labour.

(x) To adopt a common policy standpoint for the forthcoming Second General

. Conference of UNIDO with the aim of increasing the impact of UNIDO by:

(a) strengthening the global strategic aspects of world industrial

development in its activities, as well as its advisory,

intermediary and promotional role in the restructuring of

world industrial development;

(b) equipping UNIDO with greater financial resources, increasing

its administrative autonomy and enabling it to use its

increased resources in a more flexible and, thus, in a more

effective way corresponding to the sophisticated and rapidly

changing requirements of industrial development in the develop

ing countries. , ..

(xi) To give' all the support required to the newly established Joint

CCA/UNIDC Industry Division, and to invite the Executive Director

of UNIDQ and the Executive Secretary of ECA to orient it towards

defining and promoting the role Africa is called to assume, through

entering in a new phase of its industrialization, in the changing

pattern of the world economy.


