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1. Introduction -+ Basic principles for consideration

The following bacic principles for the establishment and development of
the Institute are submitted for consileration in discussing the financing of
the Institute and nember States® contribution to its budget;

(i) the Institute shall be an intergovernmental institution with
characteristic North African orientation in its mission and
programmas;

(ii) accordingly. the Institute shall be owned and mznaged by its
" member States angd ;1?11 bte developed and financed on the basis
of co-operatici and collective self-reliance;

(iii) 'while the ’1P?nc11g of the Institute shall be the primary
reupon31blllty of member States of the Institute, supplementary
.assistance frcit bilateral and multilateral organizations and
agencies ‘n programne suppert and other forms of technical
co—operation orrangements. <hol1l be welcomed, provided such
assistance is in no way tiedl to objectives thi’ are inconsistent .
with the puiocsc ay’ funetioas of the,Inqtitute;.

(iv) menber States bna1l contribute on an agreed basis to the capital . by
214 ;‘LJLN eout of the lnstl*ute,, :

(v) the host co'n*“y shall be obliged to contribute substantially
to the. financing of the Tnstitute through the provision of
institutional inirastructure and special grants for the operatlon
of the Inaulbuye, thereby ensuring its viability.

2+ Aim of papsr

The aim of this paper ie to claborate on some of the basic principles

. enunciated above. A further chisctive is to weigh the pros and cons of

the various opticnz and to subwit a workable proposal which takes account

of the need to ensurc equel reaponsibility for the development and .growth

of the Institute and at the sauz tire recognize the fact that member States
are at dlfferert stogzs .0f develepment with varying lsvels of 1ncome and
resource CrtIuocct
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In submit’ing the compromise proj .sal it is duly re.ognized that adthorlty
for the determination of the manner and level ot member States® contributions )
to the budget of the Institute lies solely with the Board of Directors of the
Institute when established. Therefore, all prior debate on the original - -
recommendation by the intergovernmental meeting referred to above and the
proposal by the Secretariat are cnly meant to provide a rational basis for
the consideration of the matter by the Board of Directors and to facilitate
its decision on it,

3. Principle of equal contribution

The need for the member States to assume principal responsibility for -
financing the proposed Institute does not call for much debate. There is
no other option to member States assuming direct responsibility for the
development of the Institute and the orientation of its training and research
activities to serve their needs. Primary responsibility in financing the
Institute will ensure cffectlve ownershlp, management and direction by the
member States. °

Equal contribution to the capital and recurrent budget of the Institute
can be justified by the need to ensure equal responsibility for the survival
and growth of the Institute, t also implies equal control by all the member
States. The Constitution and; in particular, the Rules of Procedure of the
Board of Directors stipulates that all member States or their representatives
at meetings of the Board shall have equal votes. It is therefore reasonable
to attach equal financial contribution to the right of cqual vote. The
principle of equal contribution also implies equality of treatment in deriving
advantages from.the programme activities of the Institute, and in particular
equal distribution of trainee places snd fellowship awards,

Having regard to the realities of the African situation; however, several
member States might not readily subscribe to the principle of equal contribution.
It is common knowledge that menber countries are not all equally endowed with
natural rescurccs; clucational infrastructure, resecarch capability, level of
economic and social development, resources of trained manpower, and size of
population. Other basic indices of socio—economic development vary a great
deal between one country and another. Accordingly; relative capability to
support the Institute and usc its programme facilities will vary, depending
upon a country®s level of development, its own local training capability,
its managcrial manpowecr requirements and other factors that need not be
elaborated. While it is fair to ensure that the relatively more developed
member countries should have the same vote in OAU and in BCA as the less - -
developed countries, it cannot be considered equally fair to expect that Sudan
and Mauritania, for example, should make the same financial contribution as
Algeria, Egypt and Morocco for the support of the proposed Institute.

The pr1n01ple of collective self«“ellancc to which all member States
subscribe requires that group welfare should be ensured through the better—
off member States helping to improve the lot of the less well-off. Essentially,
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liauce require that'mcmber'Siates_shbﬁldJ

share ip the task and benefits of development, each according to its'ab;lity

and means.,

Equal contribution to the budget of the Institute would mean that the, .
more developed and wealthier member States would find the financial obligatioen

much easier to meet while the poore
obligation much easier to meet whil
much more difficult +to meet their

r member States weuld find the financial
e the poorer member States would find it ., .
contributions. As in taxation, the’ '

incidence of equal contribution would be greater on, and rather unfair to,
er on, shd mpore advantageous to,thezr1Cher_“m,p

the poorer member States, but light
member States.. Equal trsatment in

Institute requires that the incidence of the financial contribution should . =

bearing the burden of maintaining the .

affect all member States fairly equally, This requires that each hgmbgr;
State should contribute to the budget of the Institute according to its

capability.

b Combiﬁed.oﬁtions.

From_ the foregoing argument it
of equal contribution nor that of ¢
applied alon¢ can meet the ready ac
the fullest support of all member S

may be obvious that neither thé'principie:¥‘ '

ontribution on the basis of capability _
ceptance of all member Statés. To ensure
tates both in contributing to the'budgét_

of the Institute and in taking advantage of its programme activities, .the

two basic principles might be combi

Member States may be grouped i
gross domestic product which f
Institute's budget would refle
to support the Institute, It

the same.range of income as me
equally in being called upon t
Institute. Consequently, as o
board for .all member States, ¢
to a group of countries whose

range of GDP.

Table 1 provides comparztive i
to a selected number of intergovern
Member States have regularly accep
is based on the principle.of capabi
Centre for Technology and the Afric
and Research have adopted the same

ned as follows: i

nto three categories according to their

or the purpose of contribution to the .

ct varying degrees of their capability ,
fur' 1er recoghizes that countries ﬁithin;_‘
asured by their CDP should be treated .

o make financial sacrifice for the R
pposed to equal contribution across the | -

qual contribution:would thenfépﬁlj_g@i?}bi(li

income capability falls within the same

ndices of member States' contributions
mental organizations and institutions. L
ted the OAU scale of contribution. Which
lity to contribute. The African Regional
an Institute for Higher Technical Trdining
scale of contribution. IDEP follows a .

similar principle. By ‘contrast; CAFRAD recognizes differences in thé income

capacity of .member States and conse
ranges for equal levy within each i
considered this compromise in makin

quently has grouped them into five iqcpme.a.;

ncome range. The Secrctariat has seriously
g the computations set down in Table 2.
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Column 5 of Table 1 indicates the rate applicable to cach member State™ ™'~
using the CAFRAD formula when all 7 states- become members of the Institute, ' =
Table 2 shows the grouping of countries into income or GDP range, the rate
of equal contribution within each range and the difference between the
sacrifice required of the least ‘able and the most capable, Thus the rate
applicable to Mauritania and that applicable to Libya differs by a factor
of 3. The rate applicable can be compared with those of CAFRAD. Reduced _
number of membership would automatically increase the rates applicablé to ' - N
the different, income or GDP groups. : ¢ o ' o

The¢hrinciple‘of-grouping‘countries on the basis of the level of their =~ '
gross domestic product or national income is: not without serious drawbacks, ;"'m
It provides a type of yardstick for measuring income differentials among’ '
countries. , It .is certainly not a perfect meakure. FEcohomists are’not all
agreed that what goes into the income or CDP. "basket" is all that:should
be in there, especially in the context of developing countries where the’
unpaid services of the family go a long way to make all the difference in
the level of matecrial wealth and confort. Similarly, politicians do not. .
always accept that one country is all that morc developed than another
nor do they readily agree that a 2 or 5% difference in GDP level justifies
pushing their countries iato a higher rather than a lower categoryv for the
purpose of assessment in contributing to the budget of dn ‘organization.

Just by changing the amount in the iricome.range ‘there could be marked _
difference both in.the number of countries in a given group and the amount
that member States would be expected to contribute. - In other words, there
is much for the statistician to juggle with before arriving at 2 solution
which in the end may still not satisfy many. Lo

Because of the possible discrepancies that may arise in either using
equal contribution for.equal vote or fu.r contribution by grouping countries
into income categories on GDP basis, there is much merit and convénience in
adopting for the Institute the OAU Scale of member States? contributions
The arguments in support of that scale have long been debated and accepted
by all member States; in terms of contributions based on equity and capacity.
It is considered fair. : - : o

Another version of the combined options is to oblige member States to
contribute on equal basis' 50% of the Institute's budget while the remaining
50% is levied on the basis of differénces in gross domestic product and '
ability to pay. Even in this approach most countries will have cause to be
dissatisfied: The incidence of an equal share 6f the first 50% of the budget
would be comparatively heavier on the poorer member :Statcs than on those
that are richer.. The question of the inadequacy of GDP-as a basis for
determining ability to contribute funds remains débatable. The majority of
the member States are not likely to be happier with either options ‘than with a - !

copbination of the disadvantages of both.
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Comparative Indlces of African States Contrlbutlons to . -
TABLE 1 rnterggvernnental Organ1 ations and Instlt zions
(in pcrcentages) .
African Comparatlve o
. - Institutle f:f“" index”
. L African for‘Highgr e proposed
Cmii.. . OAU - CAFRAD IDEP Centre for - Technical '~ for the
Member States (1977) (1979) (1978) Technology : Training Institute -
6 6 ) u:..”» ”:“M, ."-‘-s.‘ . o [ "'1_'—”"- )
. e : 1'} . T .
1. Algeria o 6 . 7:3 ) Eame as OAU Scale S? Lo ZZ 222‘ :
Ze pt . RSP | R R - - e
Egyp 757 ‘ 3 7+3 Contrlbutlon
3¢ Libya 10.00 6.13 7.9 29.12} )
4+ Mauritania 0.94  1:02 1.0 2,737
S« Morocco 4,30 11,16 a/ 3.4 o Ce 3255280
6, Sudan 1.85 4,08 3.4 ‘ 5.287
Total 49 African 100.00 100,00 100,00 - — ”IWlOO;dl6
States o (100.00)
(for 7 States)
Sources

IDEP - Summary Report on IDEP'S Finanecial Sltuatlon, Appendlx 2
‘ and BECA Conference of Ministers resolutlon 287 (XII)

Afrlcan Reglonal Centre for ;echnOLOgv -- Repo-t of the First
Meeting of the Executiwve Bourd, document ARCT/EB/1/9
Annex IV

CAFRAD - Eighteenth Meeting of the Governing Board,
‘ document DG. 1/78 document 9, Appendix III

a/ Host Country
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Assessment of Member States for the Support of -
TABLE 2 IntergovernmenLJI Instltutlons‘ '
(in percentages)
1977 CDP at ‘ Contribution Comparable
. constant CAFRAp Unqualified: based on contribution
Countries . .  factor. . (1979) equal GOP . based on "~ "
Iy - 3 3 - contribution capability OAU index

Group I: Countries with GDP less than US51500 million (Factor 1)

L n o e

, US$ million - % % % %

Mauritania = 209.9 1,02 14,285 5.806 2.737.

Group IIt Countries with GDP between US£1500 and US$3000 (Factor 2)
Sudan . 2240.4 4.08 14.285 11,76 5.387 '
Tunisia . 2273.1 4. 08 14 283 11.76 10,206

Grdﬁgwiiiﬁm‘ Countrles w1th GDP of over USW3OOO (Factor 3)
Morocco .~ . 4321.7 11.16 2/  14.285 17.65 12,522
Algeria 6004.1 6.12 14.285 17.65 _“1? 909J“‘:
Egypt 8915.2 5.13 14,285 17.65 22,04,
Libya ' 6397.9 6.13 14,235 17.65 29.121
- - 99.995: 10C .00 100,016
Total for 7
States (100.00) {100.00)

Source: Data on 1977 gross domestic product at 1970 constant factor cost
were supplied by ECA Statistics Division as provisional figures.

For CAFRAD scale of contribution see DG.1/78 Doc.C Appendix ITI

Oop.cit,

a/ Host Country
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5. Charges for services

One further recommendation for considcration is that the Institute should
charge fees for its courses as well as an element of overhead cost per student
intake. By this arrangement the Institute is not expected to turn itself
into a profit-making institution; rather it is expected to recover some of the
costs of providing services, The Institute should still regard its primary task
as that of training African personnel, and therefore treat revenue earnings
from training activities as secondary,

The Institute will be expected to charge admission, tuition and examination
fees. In addition, a good part of the administrative overhead cost of running
the Institute and developing course programmes should be calculated in terms
of unit cost per student and recovered from clients sending students for
training at the Institute., This is an indirecct form of contribution by member
States and should be regarded as a levy based on individual member States
utilization of the services of the Institute. This is only supplementary to
the direct annual contribution for the support of the Institute or capital
levy for buildings and equipment., For example, Tunisia and Egypt may be taken
as member#. Let us assume that Tunisia contributes 10% and Egypt 15% of the
Institute’s budget as direct assessment. In the same year Tunisia accounted
for 10 student/year of training at the Institute and Egypt 75 student/year,
while the administrative overhead cost for the Institute worked out at US$500
per student/year. On the basis of "pay as you use the facilities" of the
Institute, Tunisia would be required to pay a supplementary overhead cost of
only US$5000 and Egypt US$37,500. This would appesr a fair treatment of both
clienta,

Recommendation: Action required

Having considered the advantages and disadvantages of the above propeosals
and having regard to the necessity to ensure that the Institute's financing is
soundly assured, the meeting is invited to:

{a) favourably consider recommending for adoption for the Institute
the OAU index of member States' contribution to the Institute’s
capital and recurrent budget;

(b) recommend that the Institute should charge its clients a
Proportion of its administrative overhead costs on a per—-student
per-year basis according to the number of nationals such clients
sent to the Institute. This amount shall be additional to the
direct contribution recommended above and shall not precluce
the Institute from charging admission, tuition and examination
fees or other legitimate fees.





