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A. ORGANIZATIOF AND PARTICIPATIOW 

1. The F i r s t  Pleetinq of Intergovernmental Conanittfe of E x p e r t s  on Cheica ls  for 
Eastern and Southern Africa w a s  organized jointly by the Economic Cormnission for  

- Africa ( E C N  and the United Nations Industr ia l  Development Organization (UiU'IDO) 
and held a t  AcIc5.c Ababa, Fthiopia, from l d  t o  13 September 1901. 

2. The 3eeting was opened by Plr. G. K i m a n i ,  Director of the  Joint  ECA/U!'IW 
Industry Division, on behalf of the Executive Secretary of the Econonic Conmission 
for Afr ica .  

Attendance 

3.  Representatives of the following member States  participated i n  the-mcetiny: . .  . . . . 
Ethiopia, Kenya and the  United Republic of Tanzania. 

4. The representative of the World Health Oraanization a l so  attencled as an 
observer. 

Election of off icers  

5 .  The meeting unanimously elected D r .  Ckrilla Ouma Olwa, Kenya, as  its Chairman 
and ilr. Hailu Reaassa, Ethiopia, as  Rapporteur. 

5. AWPTION OF THE AGENDA 

6. The meeting adopted the following agenda: 

1. Opening of the me t ing  

(a) Opening statement by the Executive S e c r e t a y  of ECK 

(b) Statemnt  by L5e representative of U'JIDO 

2. Election of of f icers  

3. Adoption of the agenda and oraanization of work 

4 .  Presentation of country experiences a d  ciscussion on t.he 
character is t ics ,  s t ra teg ies ,  p r i o r i t i e s  am2 constraints of 
the  chemical subsector . . , ,  , 

5. (a) the chhracterist ics of the chemical subsector - basis for 
policy fomulation 

[b) s t ra tea ies  for  developing the chemical subsector 
(c) p r i o r i t i e s  i n  the chemical subsector 

~ . .  ., .., . (d) problems and constraints 

5. Presentation of and discussion on the "Project Prof i les  on 
Chemical Tndustries' (ECl./ilULPOC/Lusaka/IV/7) 

6. Special issues rfquirinq detailed discussions ana recommendations 
(a) Formulation of pol ic ies  and s t r a t e g i e ~  for  the development 

of the selected basic  projects 

(b) Tonnulation of programme for  the basic production f a c i l i t i e s  
under consideration 
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(c) Modalities fo rco-opera t ion  and ca-ordination 

(dl Determination of follow-up a c t i v i t i . e s  

7 .  presenta t ion  of t b e  "Chemical Industry Development Programme' 

8. Second meetinn: agenda, d a t e  and venue 

9. Adoption of d r a f t  r epor t  3f t h e  meeting 
, .  . . . 

10. Closing of t h e  meetinj.  , . . . . . . . 

C. ACCOUNT OF PROCEEDINGS 

7. I n  h i s  opening statwnent ,  t h e  1)irecto.r of  t h e  J o i n t  ECA/UNIW Industry Division,  
c a l l e d  a t t e n t i o n  of t h e  meeting t o  t i e  p r i o r i t y  g i v q i  t o  b a s i c  i n d u s t r i e s  by t h e  
success ive  Conferences of  African Minis ters  of Industry s ince  1975 and by a series 
of subsequent missians anJ exper t  m e e t i n ~ r :  inc luding t h e  F i r s t  ECALIJNIDO Meeting of 
Experts on Chemicals he ld  i n  Movember/December 1979 which recommended t h a t  pre- 
investment s t u d i e s  on 16 p r o j e c t  ideas  be undertaken. H e  s t a t e d  t h a t  i n  vim! of t h e  
very high cost of   re-inwstment s t u d i e s ,  t h e r e  w a s  need f o r  member S t a t e s  to  express 
t h e i r  wish and f irm commitment before  any p r e f e a s i b i l i t y  o r  f e a s i b i l i t y ' s t u d i e s  could 
b e  undertaken on the  p r o j e c t  ideas  r e l a$ed . to  a q r i w l t u r a l  chemicals (nitrogenous, . 
phosphate and potash f e r t i l i z e r s  an2 p e s t i c i d e s )  .. .. and -pharmaceuticals f o r  Eastern and 
Southern Africa.  FIR pointed o u t  t h a t  p ro jec t  p r o f i l e s  on t h e s e  p r o j e c t  ideas  had 
been prepared and submitted t o  the  Fourth Meeting of t h e  Lusaka MU.WOC.Counci1 of  
Minis ters  he ld  i n  Maseru i n  January 1901, which decided t o  e s t a b l i s h  an i n t e r -  
governmental chemical exper t s  com-ittee t o  be r e s p o n s i b l e f o r  the promotion of 
mul t ina t ional  chemical p ro jec t s  i n  the  subregion. , .  . . . 

, ,  . . . 

8.  The Direc tor  underscored the danger of  increas ing &pendenSe hy African 
countr ies  on non-African countr ies  t o  feed and cure'  i t s ' p e o p l e s  and of t h e  widening 
gap hotween a g r i c u l t u r a l  production and populat ion growth i n  r e l a t i o n  t o  the skyrocketing 
and p r o h i b i t i v e  p r i c e s  of f e r t i l i z e r s  and pharmaceuticals. This s i t u a t i o n ,  he  s t a t e d  
c a l l e d  f o r  t h e  need t o  look ahead and plan  c o l l e c t i v e l y  and' t o  set  up a g r i c u l t u r a l  
chemical and 2harmaceutical i n d u s t r i e s  which were e s s e n t i a l f o r  increas ing 
e g r i c u l t u r a l  product iv i ty  and improving t h e  healt& sf t h e  peoples. ' A s  the  scope of 
na t iona l  economies were l imi ted  because of  narrowness of na t ional  markets 'which 
subsequently d id  not  allow t h e  achievement of ecc>nonies of s c a i e  i n  opera t ion  and 
because of  t h e  inherent  huge investment requirements, the  development of f e r t i l i z e r ,  
p e s t i c i d e  and pharmaceutical indus t r i e s  would the re fo re  no t  he f e a s i b l e  under t h e  
p reva i l ing  p a t t e r n s  of i n d u s t r i a l  s t r u c t u r e s  wi th in  t h e  subregion, where intermediate 
inpu t s  and f in i shed  products  a r e  imported whereas t h e  subregion had a l l  the necessary 
raw mate r i a l s  f o r  t h e  production of such products.  The opera t ion  of production 
f a c i l i t i e s  based on imported inbuts  was therefore l i n i t e d  because of t h e  perennia l  
fore ign exchange problem. I n  t h i s  regard,  he  wondered what chance ex i s t ed  a t  
e s t a b l i s h i n g  v i a b l e  c a p i t a l  in t ens ive  p r o j e c t s  on a g r i c u l t u r a l  chemicals and 
pharnaceuticals  production f a c i l i t i e s ,  p a r t i c u l a r l y  a t  na t ional  level .  In add i t ion ,  
h e  assumed t h a t  t h e  African countr ies  had t o  depend on i n t r a  African cooperation 
i f  they had. t o  overcome the h a r r i e r s  imposed aga ins t  import from LDCs by 
i n d u s t r i a l i z e d  countr ies .  

9 .  I n  t h i s  regart-, h e  sta.:ed t h a t  t h e  only opt ion  l e f t  f o r  member S t a t e s  i n  the 
subregion was t o  a c t  c o l l e c t i v e l y  on planning and on t h e  speedy implementation of  
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the manufacture of the basic and intermediate chemicals for agr icul tural  chemicals 
and pharmaceuticals, taking in to  account the magnitude of investment required which 
was approximately estimated a t  US$1,300 million t o  es tabl ish production f a c i l i t i e s  
comprising one un i t  of each of the  projects of nitrogenous, phosphate and 2otash 
f e r t i l i z e r s  and ant ibiot ics  and approximately US$2,600 million including investment 
fo r  downstream f a c i l i t i e s  a s  well a s  transport  equipment, an investment beyond the 
capacity of an individual country. Thus, i n  view of the character is t ic  chain of 
processing of the chemical industry, the projects under consideration offer.  
poss ib i l i t i e s  fo r  sharing production f a c i l i t i e s .  

10. Elr. Kimani called u.pon t h e  meeting t o  find ways and means hs t o  how the 
character is t ics  of the chemical industry can be exploited t o  the common and 
bes t  advantage of the member States.  He noted 13at these could bes t  be achieved 
by exchanging information and experiences i n  the promotion and implementation of 
chemical'projects, by identifying and examining c r i t i c a l  factors  an6 issues 
constraining the developmnt of chemical industry a t  national and subregional 
levels and by making concrete recommendations for submission t o  the Fif th  Meeting 
of the  Lusaka MULWC Council of Ministers. 

11. Finally,  he called upon the meeting t o  devote its at tent ion t o  bringing about 
the urgently and badly needed collective,  se l f - re l ian t  and co-ordinated approach 
t o  the integrated development of v i t a l  agr icul tural  chemical and pharmaceutical 
industr ies  through the  ident i f icat ion of potent ia l  areas and forms of co-operation 
among member States.  

1. Presentation of country experience and major issues for  discussion (agenda 
item 4) 

(a) Country experiences 

12. During the discussion on the countries experiences, it was noted t h a t  i n  
most of the  countries of the subregion, the  development of the chemical indus t r ia l  
suhsector had not only been neglected, but had not a l so  been given prominence i n  
the  various national development plans. T h i s  had resulted i n  the subsector being 
dominated by the subsidiaries of the transnational corporations. 

13. A representative from ~an2ania.j .n presenting h i s  country's experience s ta ted  
t h a t  it was only i n  May 1980 t h a t  h i s  government established a National Chemical 
h d u s t r i e s  Corporation (NcI) t o  implement the government policy on the 
development of chemical industry. But pr ior  t o  formation of NCI these a c t i v i t i e s  
were carried by another Industr ia l  Development Corporation which was a lso  i n  . . 

charge of other major indus t r ia l  subscctors. He however pointed out t h a t ,  e f fo r t s  
t o  promote the development of chemical industry a t  national level  had met:wlth 
d i f f i cu l t i e s  due to lack of raw materials, high inf ras t ruc tura l  costs i n  developing 
the industry, lack of foreign exdhange t o  purchase spare par t s  as well a s  raw 
materials, delays i n  delivering of raw materials from outside source and the 
o p ~ o s i t i o n  by 'he transnational corporations against t h e  establishment of chemical 
industry i n  Africa and i n  the developing region i n  general. 
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14. In Kenya, it was s ta ted  t h a t  the government actual ly  became involved i n  the  
development of a f e r t i l i s e r  factory around 1977 when a joint  venture who negotiated 
with a foreign firm. Before tha t ,  the chemical influstry depended on formulations 
including those related t o  pesticides and pharmaceuticals based on imported inputs. 
The Committee was informed t h a t  a t  about the  same time, the  government was involved 
i n  the local  manufacture of pharmaceuticals i n  a joint-venture with a foreign firm. 
It was noted t h a t  chemicals were among the items (including raw materials, spare 

- 
par t s ,  machinery and fuel)  which together accounted fo r  abcut 50 per cent of the 
country's foreign exchange use. 

15. T!w development of the chemical industry i n  Kenya had suffered from the 
domestic market t ha t  was unable t o  support an economic s i z e  plant.  The prospects 
of using the neighbouring countries'  markets had a l so  been ciiminished by the f a c t  
t h a t  each country was s t r iv ing  t o  bui ld  i t s  only chemical industry. The subregion 
was therefore faced w i t h  the  problem of duplication of similar industries.  It was 
fur ther  pointed out t ha t  a f e r t i l i z e r  plant which was planned fo r  Mombassa had fa i led  
t o  materialize. The factors  t h a t  were responsible fo r  t h i s  s t a t e  of a f f a i r s  were 
lack of proper evaluation durinq the i n t i a l  stages of the project  implementation, 
the inadequate negotiating capabili ty a t  the national level  t h a t  could match t h a t  
of the  transnational corporation, and some degree of dishonesty on the  part of the 
transnationcls thatimported old outmoded machineries. 

16. The other problems which were c i ted  as  contributing t o  the operational 
d i f f i c u l t i e s  of the chemical industries included, the lack of raw materials, the  
severe competition caused by the f ac t  t h a t  while the local  pharmaceutical f i r m  
were not ge t t ing  t a r i f f  protection from the government and payinq duties on imported 
raw material inputs, the imported finished products by the other  transnational 
corporations were entering the country duty free (a  s i tua t ion  similar t o  tha t  i n  
Tanzania). This had caused the government a substant ia l  loss  i n  revenue and foreign 
exchange especially with respect t o  medical products which the government provided 
t o  the people f ree  because of i ts  f ree  medical policy. 

17. 1" Ethiopia, it was s t a t ed  tha t  the chemical subsector w a s s t i l l  a t  a rudimentary 
stage of development, hence about 90 per cent of the country's chemical needs were 
met t&ough imports. Prior  t o  1974, t h e  importance of the chedca l  subsector t o  the 
national economy had not been given any attention. In 197.9i the government established 
National Chemicals Corporation with the objectives t o  organize., manage and Operate 
goverm&nt undertakings engaged i n  the manufacture of chemical products and raw 
materials processing, and t o  produce agr icu l tura l  and indus t r ia l  inputs such as  
f e r t i l i z e r s ,  insect ic ides ,  etc. ,  as well as  t o  carry out s c i en t i f i c  and industr ia l ,  
reseazch t o  'develop t h e  chemical subsectpr. I t  was indicated t h a t - ~ . t h i o p i a  had 
experienced problems similar t o  other countries as  regards the wns t r a in t s  i n  the 
development bf t h e  chemical subsector, namely, limited domestic market,, lack of 
adequate capi ta l  and lack of technica l  know-how i n  project  formulation and implementation. 

. , ,. 

18. The country presentations showed t h a t  the countries were experiencing the same 
d i f f i c u l t i e s  i n  se t t ing  up national chemical industries.  In  order t o  meet the  challenge 
of in te rna l  and external factors impeding the development of chemical industry a t  
national and multinational levels,  ttte meeting agreed t h a t  solutions t o  these problems 
l a i d  on the joint  mobilization of matcrial, f inancial  and human resources of the 
countries concerned a t  multinational level.  In  t h i s  regard it was suggested t h a t  
the governments should put greated emphasis on subregional co-operation, as  means of 
bringing about co-ordination of national markets, avoidance of unnecessary duplication 
of e f for t s  and competition, col lect ive planning of ehenical industries i n  the subregion, 
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establishment of j o i n t  ventures,  and co-ordinating p r i c ing  p o l i c i e s .  These would 
enhance the  a b i l i t y  of t h e  countr ies  of the  subregion t o  f u l l y  e x p l o i t  new resources and 
and e s t a b l i s h  bas ic  chemical indus t r i e s  which a r e  some of t h e  required p re requ i s i t e s  
f o r  aenuine economic growth and development. 

(b) The c h a r a c t e r i s t i c s ,  s t r a t e g i e s ,  p r i o r i t i e s  and cons t ra in t s  of t h e  
chemical subsector  

19. Before t h e  in t roduct ion  of t h i s  agenda i t e m  the  Chairman of the  meeting s p e l t  
o u t  t h e  important r o l e  of t h e  Intergovernmental Committee on Chemicals f o r  Eastern 
and Southern Afr ica  convene+ t o  promote i n t e r l i n k e d  acce le ra ted  and se l f - sus ta in ing  
development of tine chemical subsector  i n  t h e  subregion through nat ional  e f f o r t s  
and co-o,neration among member S t a t e s .  

20. Regarding membership of tne  Committee, t h e  ECA s e c r e t a r i a t  pmposed t h a t  i n  
add i t ion  t o  member S t a t e s  it should include t h e  subregional  intergovernmental 
organizat ions.  F u r t h e m r e ,  t h e  Chairman and t h e  Rapporteur of t h e  meeting should 
v i s i t  some member countr ies  which coulr: not  p a r t i c i p a t e  a t  t h e  meeting i n  o rde r  
t o  appra ise  then on t h e  outcome of t h i s  meeting, and propose on what governments 
could undertake ind iv idua l ly  and c o l l e c t i v e l y .  The Chairman was a l s c  en t rus ted  t o  
present  t h e  r epor t  of t h i s  meetinq t o  the  next  meeting of Lusaka MULPOC Council of  
Ministers .  

21. I n  view of  t h e  poor attendance, t h r e e  countr ies  out  of eighteen i n  t h e  sub- 
region, t h e  Kenyan deleqat ion  wondered whether i t  i s  a ~ p r o p r i a t e  f o r  th ree  
countr ies  t o  hold t h e  Kenya requested t h e  meeting t o  r e g i s t e r  its re- 
luc tance  t o  de l ibe ra te  on behalf  of t h e  absent  majori ty.  The ECA s e c r e t a r i a t  
brought c l a r i f i c a t i o n  and pointed o u t  t h e  many correspondence it had with coun t r i e s  
of the  subregion ant: t h a t  t h e  meeting being an  exper ts  meeting, t h e  l e g a l  aspect  
of quorum should n o t  delay tile de l ibe ra t ions  of t h e  meeting whose recommendations 
a r e  expected t o  be presented a t  t h e  next  Lusaka Council of Minis ters  meeting. 

22. The s e c r e t a r i a t  then introduced document ECA/INR/ESA/Chem/l/l - Clajor Issues 
fcr Discussion. I n  present ing  t h e  pa.pr ,  t h e  representa t ive  of t h e  s e c r e t a r i a t  
s t a t e d  t h a t  the chemical subsector  is one of t h e  majgr i n d u s t r i a l  subsectors .  
Together with t h e  metal subsector ,  it forms t h e  b a s i c  subsectors  so e s s e n t i a l  f o r  
economic development i n  the  t r u e  sense of t h e  word. These two subsectors  provide 
b a s i c  inputs  t o  industry and o t h e r  economic a s  v e l l  as  s o c i a l  a c t i v i t i e s .  

23. It is a well  known f a c t  t h a t ,  with t h e  exception of t h e  t r a d i t i o n a l  i n d u s t r i e s  
producing products such a s  cement, cot ton t e x t i l e s  and processed food, import 
s u b s t i t u t i o n  indus t r i e s  i n  many African coun t r i e s  a r e  completely dependent upon 
imported inputs  and t h e  chemical process indus t ry  is  a t y p i c a l  case i n  point .  I n  
chemicals, except f o r  some f e r t i l i z e r s  p lan t s  wnich a r e  based on imported annnonia, 
phosphate rock, sulphur and potash, many of t h e  procluction f a c i l i t i e s  i n  t h e  
subregion a r e  l imi ted  t o  n ix ing and formulating f in ished products im2orted i n  
bulk. 

24. These s o  c a l l e d  i n d u s t r i e s  a r e  i n  a precarious s i t u a t i o n .  Dependent a s  they 
a r e  on outoiiie supp l i e r s  f o r  t h e i r  inputs ,  these i n d u s t r i e s  a r e  exposed t o  a l l  
s o r t s  of problems of which lack of foreign exchange f o r  t h e  uurchase of t h e i r  
inputs  is the  main cons t ra in t .  I n  recent  years ,  p r i ces  of these  inputs  have been 
skyrocketing and a v a i l a b i l i t y  of foreign exchange &indling f a s t  with t h e  r e s u l t  
t h a t  many such i n d u s t r i e s  have t o  d r a s t i c a l l y  l i n i t  t h e i r  outputs  and even c lose  
down fo r  good. This s i t u a t i o n ,  i n  a l l  l ike l ihood,  w i l l  g e t  worse. 
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2 5 .  The s o l u t i o n  t o  the above bleak p i c t u r e  is t o  produce t h e  required inpu t s  
l o c a l l y ,  us ing  domestic resources.  This is however, n o t  poss ib le  a t  t h e  na t iona l  
l e v e l  because of economies of  s c a l e  and the very l imi ted  nat ional  markets - 
hence t h e  need f o r  c o l l e c t i v e  planning. 

26 .  Planning of t h e  cheini-cal subsector  a t  e i t h e r  the  na t iona l  o r  mul t ina t ional  
l e v e l  r equ i res  knowledge of the c h a r a c t e r i s t i c s  of the  subsector  which a r e  
enumerated i n  Section I1 of  t h e  document e n t i t l e d  "Major I s sues  f o r  Discussion" 
(ECtl/I~R/Ei/Chem/l/l) . 

(i) S t r a t e g i e s  

27. Afte r  in t roduct ion  of t h e  above w o r k i n g d m e ~ t ,  d iscuss ions  folloxied on t h e  
s t r a t e g i e s  f c r  developing the chemical s&sector .  The countr ies  representa t ives  
b r l e f e d  the  meeting on t h e i r  respect ive  na t iona l  s t r a t e g i e s  f o r  developing chemical 
indust ry .  I n  general, t h e  subsector  has  amongst its ob jec t ives  t h e  production of 
chemicals ( f e r t i l i z e r s  and i n s e c t i c i d e s )  and pharmaceutical products  e t c .  

28.  Discussions on t h e  s t r a t e g i e s  f o r  developing t h e  chemical subsector  l ed  t o  
t h e  acceptance of the  following s t r a t e g i e s  and recommendations: 

Import s u b s t i t u t i o n  a t  na t iona l  and mul t ina t ional  l e v e l s  

Meet subregional import and expor t  demand 

develop m u l t i p l i e r  e f f e c t  by producing those chemicals 
which a r e  inputs  t o  o the r  i n d u s t r i e s  

Effec t ive  subregional economic community is necessary, 
p a r t i c u l a r l y  when t h e  subregion is i n  t h e  process of 
s e t t i n g  up a p r e f e r e n t i a l  t r a d e  area.  

Intra-country use of raw mate r i a l s  through equ i ty  share  
o r  buyback  arrangements should be encouraged. 

Continuous and o v e r a l l  co-ordination of e f f o r t s  i n  t h e  
subregion is necessary. 

Founc?ation f o r  t h e  f u t u r e  should be l a i d  down. 

(ii) Problems and c o n s t r a i n t s  

29. The Corni t tee  examined t h e  p rob lem and c o n s t r a i n t s  which inh ib i t ed  t h e  
development of the  chemical subsector ,  and s p e c i f i c a l l y  t h e  chemical p r i o r i t y  
areas .  They are: 

I. Charac te r i s t i c s  of  t h e  indus t ry  

30. The d i v e r s i f i e d  nature  of t h e  indust ry ,  i n a b i l i t y  of t h e  small  and fragmented 
na t iona l  markets to support  production f a c i l i t i e s  due t o  lack  of economies of s c a l e ,  
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the consequences of high investment costs ,  need for  optimum ut i l iza t ion  of co- and 
by-products, and many options for  raw material/process combinations make it 
vi r tua l ly  impossible fo r  any country t o  be self-suff ic ient .  

2. Co-operation and m-ordination 

31. It was noted t h a t  there existed i n  the subregion, lack of cooperation and 
coordination i n  formulating and devising subsectoral po l ic ies  and prograuanes, 
laek of co-operation and co-ordination among national producing companies and 
government purchasing agencies and among member States  i n  pooling t h e i r  resources 
t o  enhance industr ia l  development, and lack of appropriate i n s t i t u t iona l  arrange- 
ments such as chemical corporations a t  national and multinational levels.  

3. Resources 

32. The Committee s ta ted  tha t ,  although the subregion was endowed with substant ia l  
resources, it was not i n  a posit ion t o  pronounce on them due t o  inadequate information. 
It urged a l l  the member States t o  make available a l l  information on natural  re- 
sources (raw materials and energy) endowment. 

33. The Committee fur ther  noted the lack of adequate trained manpower, finance 
and foreign exchange f o r  project preparation and implementation. 

. 4. Other problems 

34. The Committee examined the various other problems and concluded t h a t  t h e  
member States  should develop the public sector which would closely control the 
a c t i v i t i e s  of foreign companies and pr ivate  indigenous companies. 

35. The Connittee was a l so  of the opinion tha t ,  i n  order t o  develop loca l  industries,  
the  member States  should reexamine customs pol ic ies  (duties etc.)  re la t ing to  
import of pharmaceuticals and other chemical products, especially i n  regard t o  
anomalies whereby finished products a re  imported duty f ree  while duties are  levied 
on inputs for  further processing. 

2. Project prof i les  on - chemical industr ies  (agenda item 5) 

36. In  view of the above s t ra teg ies ,  the Meeting approved the chemical project 
ideas considered i n  document ECA/MULPOC/Lusaka/IV/7. These are f e r t i l i z e r s  
(ammonia and phosphoric ac id) ,  pesticides and pharmaceuticals. Ammonia and 
phosphoric acid, two basic  intermediates, together with potash are  the major 
inputs for  f e r t i l i z e r  production. The use of f e r t i l i z e r s  and pesticides is the 
most expedient short- and long-term solution t o  food shortage. 

37. In order t o  promote the use of these products within the subregion, the countries 
need t o  develop industries providing inputs t o  the basic nee& producing industr ies  
(food, clothing, she l te r  and heal th) ,  industr ies  providing inputs for  other 
industries,  import subst i tut ion industries and industr ies  involving an appreciable 
degree of technology development. 



3 .  During deliberations, note was taken of the f a c t . t h a t  l i ~ ~ t e d  nationalmarkets 
and lack of resources, i .e.  technology, machinery and equipment, finance and know- - 
how e tc .  impede the implementation of national p r io r i ty  projects and programmes, 
hence the need for subregional co-operation. 

. . . .  . . 
39. Before discussing the next item, the Chairman introduceG the Lagos P l a n r g f , : .  , 

Action and s ta ted  tha t  i t w a s  one of the most important documents as  regards short-, 
medium- .and long-term planning. He urged a l l  t h e  par t ic ipants  t o s t u d y .  it thoroughly 
i n  order t o  know what t h e H e d s  of State  and member S t a t e s  want i n  the indus t r ia l  
f i e ld .  

(a )  Fe r t i l i ze r s  

40.. After presentation by each country of i ts  own experience i n  the f i e l d  of 
f e r t i l i z e r s ,  i t  appeared t h a t i n  Kenya and Tanzania most of the raw materials and 
other  intermediate inputs were ,imported. I t  was reported t h a t  the Kenyan p+oject 
on f e r t i l i z e r s  fa i led  because of poor planning and inadequacy of negotiating . . :. 
capabi l i ty  with multinational companies. However the government has since formed 
a paras ta ta l  organization t o  pu r sue the  poss ib i l i ty  of establishing another 
f e r t i l i z e r  plant i n  the neqr:fu.ture. . ~ 

4 1 .  I n  Tanzania, phosphate and nitrogenous f e r t i l i z e r s  a r e  produced from imported 
phosphate rock,liquid m n i a  and s u l ~ h u r .  The plant w i l l  s t a r t  u t i l i z ing  domestic 
phosphate rock a t  the beginning of $983. An amnia -u rea  complex based on natural  
gas from Songo-Songo is planned t o  begin prochction by 1985. 

. . 

42.  I n  Ethiopia, a market survey is being carried out on Danakil potash deposit which 
of fe r s  the  advantages of opencas t  exploitation and of being located near the coast 
and hence near ,potential  marke.ts i n  Africa and Asia. . . 

43. The meeting noted with sa t i s fac t ion  the f a c t  t h a t  except for  sulphur a l l  raw 
materials needed t o  produce f e r t i l i z e r s  are  available i n  the subregion. 

(b) Pesticides 

44. I n  introducing the document a member of the sec re t a r i a t  s ta ted  tha t ,  due t o  
lack of adsquate.,information, it was not possible t o  qive figures i n q u a n t i t y  and, 
therefore figures need t o  be expressed in  monetary fiqures which because of in- 
f l a t ion  tended t o  show high increase i n  consumption. In addition, there'was'the. 
problem of identifying the exact pesticides used i n  the subregion. ::: 

. . . ,  . , 

45. He said t h a t  the broad spectrum chlorinated insecticides (DDT, BHC) had been 
banned ill developed countries.wc; t h e t r e n c  was t o  replace them with specif ic  
insecticides.  However, the subst i tutes  tended t o  he very expensive as  compared t o  
the cost  bf DDT. For *is reason, VHO had expresse6 i ts  opinion against banning 
completely the  use of s,uch insect ic ides  i n  developing countries. 

. . <  

46. During the discussion, the Embers ident i f ied several problem areaso multiplicity 
of brand names (over '30 names i n  some casts). the control of t h i s  scctor by 
transnationals, preference of imported products by the users and the general lack of 
education of farmers. 
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47. The consensus was t h a t  although some inputs  f o r  manufacturing pes t i c ide  were 
l o c a l l y  ava i l ab le ,  t h e r e  would s t i l l  bc: need t o  i e s t  a number of the  inputs  f o r  
some time t o  come. Since  p e s t i c i d e s  were necessary ingred ien t s  f o r  t h e  reduction 
of food crop losses ,  they were the re fo re  a s  important a s  f e r t i l i z e r s .  The meeting 
the re fo re  recommended 'ihat t h e  use of l o c a l  raw mater ia ls  be encouraged including 
t h e  use of f i l l e r s ,  d i l u e n t s  and solvents .  I t  was f u r t h e r  recomended t h a t  more 
l o c a l  use should be made of pyrethrum, ins tead  of export ing it. 

(c) Pharmaceuticals 

48. Afte r  t h e  in t roduct ion  of t h e  s e c t i o n  on pharmaceuticals,  the  Chairman s t r e s s e d  
t h e  need f o r  indigenous production of r~harnaceut ica ls  usin9 l o c a l  and/or imported raw 
mater ia ls .  

49. Regarding a n t i b i o t i c s  the s e c r e t a r i a t  s t a t e d  t h a t  raw n a t e r i a l s  d id  n o t  
c o n s t i t u t e  a problem. The c o n s t r a i n t s  were r a t h e r  t h e  s i z e  of t h e  production u n i t s  
which were too l a rge  f o r  na t ional  needs and secondly t h e  s t r i c t n e s s  of q u a l i t y '  
con t ro l  requirements during the  manufacturing process. 

50. Presentat ion of country experience shcwed t h a t  t h e  countr ies  had s imi la r  problems. 
The problems encountered i n  t h e  pharmaceutical f i e l d  a r e  exemplified by t h e  
Tanzanian experience. The Tanzanian qovernment has  under t h e  guidance of WHO 
compiled a list of e s s e n t i a l  drugs. A survey on most common d i seases  has i d e n t i f i e d  
120-140 drugs most commonly used, and these  were c l a s s i f i e d  i n t o  21 groups. however. 
t h e  survey revealed t h a t  most of t h e  ai lments were due t o  lack of s u f f i c i e n t  ftrod.. 

. , . .. .: 
51. The delegates then enumerated t h e  various c o n s t r a i n t s  fac ing the  i n d u s t r y ' t o  
comprise, i n t e r  a l i a ,  v a r i e t y  of products and inputs ,  shortage of c a p i t a l ,  high 
degree of s k i l l s  requi res ,  strict q u a l i t y  con t ro l  requirement, lack of f i s c a l  
incent ives  because of leavy of import du t i e s  on imported inpu t s  whereas imported 
f in i shed  products were a l l w e d  i n  duty f r e e .  and rm n a t e r i a l s  competing with food. 
supply requirements. The delegates f e l t  t h a t  c l e a r  hea l th  prograrrar.es a r e  r e q u i r e d  .' 
by a l l  countr ies  i n  order  t o  e s t a b l i s h  subregional p l a n t s .  

52 .  Regarding t h e  s e l e c t i o n  of products s u i t a b l e  f o r  l o c a l  manufacture, t h e  
s e c r e t a r i a t  s t a t e d  t h a t  t h e  DCA would be pre2ar.ir.g a r:todei p r e f e a s i b i l i t y  study 
on pharnaceuticel  formulation. I n  thls connexion, a consultant  would be s e n t . t o  
t h e  WHO Regional Office,  Brazavi l le ,  i n  order  t o  consul t  iW0 i n  t h e  s e l e c t i o n  of 
generic products which should f o m t h e  b a s i s  f o r  tiif study. 

53. Among t h e  p r o j e c t  p r o f i l e s  submitted, t h e  meeting f e l t  t h a t ,  t o  s t a r t  w i t h ,  the 
following mul t ina t ional  u n i t s  o r  p l a n t s  be urgently e s t ab l i shed  i n  t h e  subregion: 

(i) one armonia p l a n t  based on na tu ra l  gas r e s u l t i n g  i n  t h e  
most economic process route ,  t h a t  is, l e a s t  investment and 
production cos t .  However s t u d i e s  should be c a r r i e s  out  t o  
a sce r t a in  t h e  adequacy of na tu ra l  gas i n  the  coun t r i e s  
concerned. 

(ii) two phoshoric ac id  p l a n t s  

(iii) one p o ~ a s h  p l a n t  
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( i v )  Pes t i c ides :  A real market f o r  p e s t i c i o e s  w a s  recognised t o  e x i s t  
i n  t h e  subregion. 

(v) Pharmaceuticals: The m e e t i ~ g  noted t h a t  pharmaceuticals of fered  
wide scope f o r  d i s t r i b u t i o n  of production f a c i l i t i e s  a s  products 
and inputs  were nmerous wi th in  t h e  var ious  branches hence the re  
was a much l a r g e r  scope f o r  subregional  co-oxperation. It was 
suggested t h a t  ~ h a r m a c e u t i c a l  p lant8  producirlg a c t i v e  ingredients  
should he es tab l i shed  wi th in  the  subregion. 

3 .  Specia l  i s sues  r equ i r ing  recommendations and follow-up (agenda i t e m  6)  

54. The meeting examined t h e  various mo6al i t i ss  s u g q c s t ~ d  by t h s  s e c r e t a r i a t ,  
namely:, 

(a)  purchasing outputs  of the hos t  plant/conp.any; 

(b) same as (a)  and inves t ing  a s  minority shareholckrs;  

(c) inves t ing  a s  .majority shareholders i n  and purchasmg outputs  
of the  mul t ina t ional  plant/company managed 5y  the  h o s t  country; 

(dl same a s  (c) b u t  j o i n t l y  manar;ed by a l l  momber S t a t e s  concerned; and 

(el same as (d) but  t h e  mul t ina t ional  company becomes one of  the  companies 
o f  a subregional  chemic:-1 corporation. 

55. A f t e r  a lengthy discussion on t h e  various a l t e r n a t i v e s  thc  Committee agreed 
t h a t  a l t e r n a t i v e  (e)  appeared t o  :x? thu mst s u i t a b l e .  The Committee however 
s t r e s s e d  t h e  need f o r  c l e a r  d e f i n i t i o n  and e labora t ion  of t h i s  opt ion  by t h e  
ECA S e c r e t a r i a t .  

4. P ro jec t  d o c m n t  on chc.~ucaI indust ry  developvent programme (agenda i t e m  7) 

56.  A represen ta t ive  of ECA introduced the  p r o l e c t  docunent on chemical indust ry  
Developmnt P r o g r m m  which was alrcady su%mitteri f o r  LIILDP financing. The meeting 
examined the  p r o j e c t  docwent  and qave it i ts  support.  

D. CONCLUSIONS AND RECOMMENDATIONS 

1. Spec ia l  i s sues  r e l a t i n g  tc  p ~ l i c i e s ,  strategies, rrogrammes, co-operation 

(a)  Formulation of p o l i c i e s  and strategies f o r  the  development and 
promotion of t h e  se lec ted  b a s i c  products 

57. The Committee expressed the  hope t h a t  t h e  member S t a t e s  would re-examine 
t h e  planning and loca t ion  of chemical i n d u s t r i e s  with a view t o  fu r the r ing  sub- 
regional  co-operation. I n  this connexion, member S t a t e s  should take  bold s t e p s  
i n  and g ive  nore a t t e n t i o n  t o  the development of chemical i n d u s t r i e s  by s p e l l i n g  
o u t  c l e a r l y ,  p o l i c i e s  and s t r a t e q i e s  i n  t h e i r  na t ional  development plans. 
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(b) Formulation of  programme f o r  t h e  b a s i c  production f a c i l i t i e s  

58. The Committee was of t h e  opinion t h a t  t h e  member S t a t e s  should make long-term 
programmes (e.g.,  5 years  or 10 years)  i n  t h e  context  of t h e  whole subregion t ak ing  
i n t o  account: 

(i) optimum u t i l i z a t i o n  of resources and i n f r a s t r u c t u r e s  (o~timum 
locat ion)  leading t o  t h e  production of competitive products; 

(ii) e x i s t i n g  r e l a t e d  na t iona l  production f a c i l i t i e s  and p ro jec t s  
including the  p o s s i b i l i t y  of  convert ing such f a c i l i t i e s  and 
p ro jec t s  i n t o  mul t ina t ional  ones; 

(iii) linkages with e x i s t i n g  and planned/proposed downstream 
processing f a c i l i t i e s  up t o  formulation and mixing s taqes .  

(c) Modalities f o r  co-operation and co-ordination 

(i) Pa l i n g  of markets and resources - 
59. The Committee welcomed t h e  proposed PTA and requested t h a t  it should a s s i s t  
i n  pooling of na t ional  markets and resources. I n  t h i s  regard, t h e  meeting 
recommended t h a t  member S t a t e s  should undertake an e f f e c t i v e  c o l l e c t i v e  planning 
f o r  and co-ordination of marketina a c t i v i t i e s .  

(ii) J o i n t  exp lo i t a t ion  and exchange of raw mate r i a l s  and energy resources 

60. The Committee f e l t  t h a t  member S t a t e s  should s t rengthen t h e i r  e f f o r t  i n  t h e  
j o i n t  exp lo i t a t ion  and exchanqe of raw mater ia ls  and energy and t h a t  t h e r e  should 
he  a mutual exchange of  information on these  resources. 

(iii) J o i n t  man,oower development 

61. The Committee agreed t h a t  a l l  e f f o r t s  should be made f o r  manpower development 
and t h a t  e x i s t i n g  n a t i o n a l  i n s t i t u t i o n s  ( u n i v e r s i t i e s ,  t r a i n i n g  cen t res ,  etc.) 
should be made ava i l ab le  t o  member S t a t e s  of t h e  subregion i n  order  t o  b u i l d  up 
t h e  manpower requirements. It noted with s a t i s f a c t i o n  t h e  establishment of  t h e  
African Higher Technical Training anrl Research I n s t i t u t e  a t  Nairobi which should be 
used t o  t h e  f u l l e s t  ex ten t  by t h e  member S t a t e s .  

( i v )  J o i n t  approach t o  securing consultancy se rv ices ,  t e c h n o l o q ,  
machinery and equinmcnt, e t c .  

62. The Committee welcomed t h e  idea  of and supported t h e  s e t t i n g  up of an  African 
Regional Centre f o r  Consultancy and I n d u s t r i a l  Management Services  and rocommended 
t h a t  t h e  chemical subsector  should make f u l l  use of it. It a l s o  welcomed t h e  
proposed establishment of four subregional consultancy s e r v i c e s  including t h e  one 
f o r  t h e  Eastern and Southern African countr ies .  It f u r t h e r  welcomed t h e  newly 
c rea ted  i n s t i t u t i o n s  such a s  t h e  African Regional Centre f o r  Engineering Design 
and Manufacturing (ARCEDEM), Ibadan, Niqeria, and t h e  African Regional Centre f o r  
Technology (ARCT) , Dakar, Seneqal. 
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(v) Jo in t  mobilization of funds 

63. The Comittee noted with sa t i s fac t ion  tha t  a s t a r t  had already been made i n  t h i s  
direct ion with the creation of East African Development Bank and recommended tha t  
t h i s  should be extended t o  cover the r e s t  of the  subregion. It a l so  welcomed the 
establishment of the African Industr ia l  Development Fund (AIDF) which could help the 
development of the chemical subsector. 

(VE) - !'stablishment of project  implementation machinery 

64. The Committee noted with sa t i s fac t ion  t h a t  the implementation of such 
machinery had already been s t a r t ed  i n  some countries, e.g., Tanzania and Ethiopia 
and recommended tha t  more national and multinational corporations or similar 
ins t i t u t ions  be s e t  up for  the development of the chemical subsector. 

2. Project Prof i les  on Chemical Industry 

(a) P r io r i t i e s  -- 
65. The particiuants approved the p r io r i t i e s  l i s t e d  i n  the project  p rof i les  and 
ident i f ied the various areas of co-operation. A s  a s t a r t i n g  point fo r  future 
co-operation, the meeting recommended the establishment of the following chemical 
uni ts  o r  plants a t  the subregional level:  

(i) one amonia plant based on natural  gas; 

(ii) two phosphoric acid plants 

(iii) one potash plant; 

( iv) active ingredient pesticide plants;  

(v) an t ib io t ic  and other pharmaceutical act ive ingredient plants. 

(b) Plant location 

66. On the basis  of resources endowment and other relevant factor  inputs the 
meeting recommended the following countries as  the ~ t e n t i a l  hosts for  the 
chemical plants under consideration, subject t o  fur ther  investigations and 
f eas ib i l i t y  studies: 

(i) Ammnia plants:  Tanzania, Mozambique, Angola and Ethiopia; 

(ii) Phosphoric acid plants:  Uganda, Tanzania, Zimbabwe, Malavri and Angola; 

(iii) Potash plant:  Ethiopia; 

( iv )  Pesticides and pharmaceuticals: t o  be determined. 

3. Proposed follow-up ac t iv i t i e s  

67. The meeting recommended that :  

(a) follow-up v i s i t s  by the Chairman and the Rapporteur be made t o  merber 
States  t o  br ie f  them and t o  enter ta in  t h e i r  views on the  development of 
chemical industry and proposed chemical plants;  
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(h) . t h e  Chairman should present the report  of the meetinq t o  the next 
Lusaka MULPOC Council of Ministers; 

(c) members of the Intergovernmental Committee of Experts on Chemicals 
f o r  Eastern and Southern Africa a re  urged t o  follow up actively 
the recommendations of t h i s  meeting a t  national leve l  and whenever 
possible a t  subregional level;  

(d) member States  a r e  urged t o  attend and actively par t ic ipate  i n  future 
intergovernmental meetings on chemical subsector; 

le) member,States take action t o  ascertain the commercial v i ab i l i t y  of 
raw materials deposits and sources of energy; 
, ~ .  , 

( f )  a questionnaire be sent  t o  each memberstate seeking infonnation on 
the ava i lab i l i ty  of and access t o  raw materials and energy, exis t ing 

, 
capacit ies and planned projects,  projection of demand fo r  the 
major'~cfiemica1s under consideration. The duly f i l l e d  questionnaires 

' ' . .  ,,. . . . jhould r&ach ECA by 31 December 1981 the l a t e s t .  . . , .  t ' :  

4. Other recommendations 

68. The Committee made the following additional recomndat ions:  

(a) he Committee recommended the se t t i ng  up of an autonomous subregional 
chemical multinational corporation which would ac t  as  a holding 
company and undertake ac t iv i t i e s  similar t o  those of transnational 
corporations. To t h i s  end. the Committee recommended t h a t  f eas ib i l i t y  
study be carried out. 

(b) .I view of the poten t ia l i ty  of chemicals from biomass, member States  
a re  advised t o  examine the poss ib i l i t i e s  of producing chemicals from 
biomass, par t icular ly  those which serve as  inputs for  the manufacture 
of agr icul tural  chemicals and pharmaceuticals. 

(c) the meeting urqed UNDP t o  approve the Project Document on Chemical 
Industry Development Progranme and provide the necessary funds fo r  
the implementation of the p r io r i ty  projects and progranrmes contained 
therein. 
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(dl I n  view of the increasing role  t h a t  i n t e rgove rmnta l  organizations - 1/ 
are  expected t o  play, as  the development of ~ u l t i n a t i o n a l  projects 
prOgreSS~s,".he meeting reconmiended t h e i r  membership i n  the Committee. 

I 

(e) The Meeting decided t h a t  ECA i n  consultation with the Chairman w i l l  
determine the date and venue and prepare the agenda fo r  the second 
meeting a f t e r  the Conference of Ministers of Industry scheduled fo r  
23-25 November 1981. 

5. Concluding remark 

69. The Committee was fu l ly  aware t h a t  potent ia l  opposition iron outside vested 
in t e re s t s  and transnational corporations ex i s t s  but s t ressed t h a t  it should not 
deter  the member States from formulating and implementing a subregional prograumte. 

E. ADOPTION OFTHE REPORT AND CLOSINC- b~ THE MEETING 
. . . . 

7 0 .  The a ra f t . r epor t  of the First Meeting of Intergovernmental Cormhittee of Experts 
on Chemicals for Eastern an? Southern Africa was adopted with the necessary amendments. 
Following h i s  closing remarks the Chairman declared the Meeting closed a t  7r?0 p.m. 
on Friday, 18 September 1961. . . 
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