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XY OF ISSUES AND RECOMMINDATICES

Ao Intr@du@ti@n

1, Th@ inﬂugtrial structure of most Africen ecomomies iz charseierised by

an in-buiit demand for foreign exchange maximézation versus growih of
indigenous resources and capitaly such & structure tends to be azeociated

with external despemdence through esczlating purchases of imports of regquired
industriel imputs, capitel goods, spare paris, components, technical mempower,
technology, managerial persomnel and services. :

2o The eriginal call by African economisis for & polisy of industrial develop=
ment was baged on the bellef that there was no good reason why Afriea should be
content merely to export ravw materisls, They urged that the prosessing ef raw
materials shouwld be carried & stage furiher b@f@r@ export, agein for purposes

of maximizing forelign exchange. )

3. Yhere some mineral resources are in dynsmic demand in advanced countrises,
which has vastly expanded f@r@ign exchange rosources and local dem&énd fox ‘
industrial produets, thers is & mad rush for industrial developwent im & ma2mmer
which . threatens, with & faw: exceptions, to be -chactie. Ounly lately bes it begumn
to be acoepted thet industriel development means far much more than cash, revenue
end foreigl exchangs. ,

4. Imp@rt subgtltuti@n @m@rg@d in Africe am & reaction against sxporting rew
materiale and re-importing them in processed or finsl form, which is assoociated
vith adverse terms of trade and aggravates the forelign exchange positiom. S+4ill,
moat. import substituntiorn in Aifrice contimves to be asccompanied by ineressing
imporis of iniermediate goods and other industriel.inpris, raw materials; spare
paris, o%c., implyiang inter aliag guite considerable forelgn exchange costs and
lack of domestic linkages, thereby makimg it difficult for indigenously—owned
local industries %o survive.

B Bven when materiales and equipment are purchased loeally, they are usually
astually devoloped elsevhere and may bave been lmported by non—foreign—-ownad
firms or;. if prodused locally, may have an extremely high import contemt already.
Thus, the import content of development has inecreesed; aund there does not appear
to bave been clearly articulaited sectoral pricrities for alloocation of capital
itself with a vie¥ to reducing over—-zll dependence on foreisn exchange by
®tepping uvp domestic productiomcf imput goods and materials and developing
indigencus technoclogy.

6. leny Africen Governmente emtorteinede belief that eccess to losns was the
principle determining sucoessful imdustrial activity and used to demand that
colonial governments sbould essist even the development of smell-scale loocal
industries such as the zoap, furmiture, soft drinks and brick and til@=mak1ng
industri@s@

To " In g@n@ralg many of the forelgn debts comtracted by African countries are
in fact 'for amounts muck greater then the sums actually received if & reverse
flow of interest, dividend amd principal payments, direct or imdirect payments
for imported technolegy, techniscal mamp@werg consul tancy services, etc.; is
taken lnto acooumt.
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B, Seleoted msjor inﬂustfial polioy iésm@s

8a Till rscently, the lndustrial policy issue was teken up by economists

in terme of factor proportions, and by big business in terms of market sise

and prefitability. rether thay in terms of the orsation of 2 produstiocn
structure capable @f @@v@l@ping and utili%ing domestie hulan and l&%@ri&l

PEeCurees,

%a Big bu@in®§® in Afriee S@t @ut primazily t@ @xpl@it the 2w materisls amﬂ J
the expanding warkets for consumer goods. Hesnwhile, the ossemce of African
indugtrial poliey was to provide forelgn private imvesters with cenditions
promoting stebility -end with strong financial incentives to identify and -
expleit thepe market opportunities. Kowever, nationals are often denied sush -
privileges; and thig patitern hes remained largsly unchanged in most Afri@am
sountries E@E@@pﬁ in the case of joint ventures and Africen enterprises -
@p@@i&liging in services and light indns tzw)o

18, A pr@f@r@m@@ f@r pr@du@tg d@@ign@d and d@v@l@p@d abr@ad SHCOUTEZes
dependence on compliceted imported technology rather than indigenous inn@vati@ng
and therefore temds to reinforse the posgiilon of foreign versus netional cepitel.
&. pr@f@r@n@@ for. things foreign bag led to the emergesnce of exaggerated @&p@@ity
in seleoted branches, resulting in superflucus consumpition {emong the @lit@)9
espesially of luxury goode coming im various unnecessery brands and fashions,
coupled with limited p@ssiblliti@- for @utput growth, divarszfi@ati@n and @mpl@ye
nent expansion. :

11, Tt hag been ré@@mméﬂﬂ@@-fb@f:@@ﬂ@"ﬁéll=@n@@W@d d@?@l@ping-@@un%ri@s‘5h@u1d-
be encouraged to menufascture; for expori, intermediate or end-products from ~ '
gpeoific in@ustrial pis=Nf mat@rial@o. This r@@@mm@n@aﬁi@n is now ems hﬁim@ﬂ inm -

particular,

12, Lack of indigemous research ¢n produect imnovation appropriete to the
domesiic mass market and envireomment; ¥hieh could bring induwstrial predusticn
within the reach of loecal self-help,: is clesrly related to exoessive dependencs °
on private foreign direct investment:and foreign irade. Ressarch curréenily '
being comducted in Afriea is relatively poor (compared.to other regioms),
inconsistent and carried out at eross—purposes; moreover; it does not lead te -
real 1mn@va$i@ml regponding %o the most burning problems of the Afri@an @@untri@@o

13. Resent p@li@y aﬂgultm@nts have led to the “i@t@rnalizati@n @f pr@du@ti@n” )
with whioh transnationals dre moy dbsoclatéd’ &iid B8y o may not be related to,. .
manufecturing £6r exportdeng the. lin@g desoribed under paragraph 1l sbove. . .
Suoh comtinued exSeesive dependemce on foreign enterprise heg led’ %o types. of .
cepitel foxmation which, besldes imhlbating the growth potenmiial for domestis . ..
self<help, widens the channel by which matiomal resources flow outside the
country in.the form of profits. It also discoursges indigemous expérimemntation --
in asctual preduction, which is the basis f@r th@ a@aptati@n amd d@vel@@m@nt @f
indue trial t@@hn@l@gy and @kﬁlll@ v .
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14, To some extent, the adoptiem of labovr-savimg technslo~ies and the
ineguitable perticipation of "basic goodse™, in prrduction =nd distributien
reflect & failure of publis poliey on the part of Africean fovermments,
especielly im regard to foreign emterprise. It ls largely -the absence of
realistic mational policies with respect to foreign investment which has,
inter alia, cpened the way for forelgn take—cvers .and hence has vweakened
indigencus enterprise and ecomnomic sutonomy.

15. Foreign—swned enterprises’ are of ten biased against projects orliented
towards expending the domestie market and are gemsrally in favour of expert—
oriented investnent which, 1If expanded substantially, tends {o orsate imbelances
in the nationzl economy as it draws the material and manpover resourses away
from the poorer sectors. The problem 1is worse 1f the capacity created for
export cammot retlonslly be readapted for demestic purp@@.s if aceess 10
external markets is bhindersd. £l

16, The impliestions of the Lima Declaration itself etill need to be fully
gpelt out, especially as it reletes to paragraphs 6, 8, 9 and 15 above, and to
make meaningful tha international negotiations which UNIDO seems t0.be inclined
to regard as the core meaning of the Lima Declaration and Plan of Action as it
perieéine to the different regions and the need for self-reliamncse.

17, While it ie genmerally accepted ihat engineering inﬂmatri@g are at the heart
of the process for acoelerated struciural chaunie, regrettably of all the d@v@lap=
ing régions, Africa has the lowest ratio of emgineering produciion %o emgineering
lmports, and its @mgin@@ring base does n@t geem to be growing.

18. Meny @oumtri@s in the Afriean r@gi@n are notoriocusly short of skills which
are vital for designing, initiating =nd sustaining developmsnt and economic
processes. 4 lack of enginsers to adepi imdusirial proceeses is usually &
hendicap im attempts to r@ad@@% or to even rebuild imp@rt@d machines fox
domestic PUTDOBEE.

19, A4lthough privat@ forelgn dborporations are am&r@vthat locelly available
manpoWer is less techmically skillpd then 1%t is in developed couniries, they
menage only tos provide superficial tralningg which, in spite of its
immediate positive empleyment effectsd, may neverthel ess have nsgative effests
in the losng-zun since thie kimd of training does not uffer any potential for
the vpgrading and diversificatior of ekille for integrated deveiopment im suck
branches &8 metals, chemiscals, @ngin@@ringg agT@=bal@d industries and building
meterials industries.

20, Inad@qu&t@ trangport and @@mmuni@ati@n feeilitles, especially im rural
areas, has proved to be a major bandicep in the development of natiomal and
intre-Africen specialization and trade for purposes of Postering int@rmally
S@1f=§ustaln1ng induetrialization.

21, Mamy African coumitries lack the ingtitutionsl and orgenizational tru@iur@
that reflects imterdspendence of econemic sotivities. Thus. they can herdly
develop the dstermination to cazry through any fundamentel measures on th@
necessary seale.

22, Foonomic. co-oparation vemiures; which could bave become & foroce for
@@npl@M@mtariﬁy in Afriocs, have been oriented primarily tc trede faecilitation.
This approach is based on models borrowed from advanced countries where thexe
is no problem regarding intéirated ecomomic structure im the firet place.
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23. By ané lawrge, a dang@ri@ug stage has been get in Africa whereby ‘to get:
ascess to modern imdustrial itechonology, expertise, indusirial and evem raw.
materials, ete. & country must associate itself with forelzn @apitaluémdf@r%

go through the mediuvm of foreign trade and foreign enterprise., With sush & _ . .
produstion framework, the "besic needs” of the masses can be achieved only '

at the expense of internslly self-susteining growth. This ereats & wider

base for increasing dependence om extermal trade and probably leads to

a@ri@us balan@@ of paym@nta defioitm. .

C. Some gud@lin@a and r@@@mm@nﬂati@n@ for a gelf-reliance sirategy

24. Choice of imdustriel objectives: Im order to be effestive, an over—all
industrialization sivategy must be expliecitly seleotive and aim at the attain-
ment of K comorete and specific integrated objeetives, such as employment expansion,
reducing mase proverty, instelling basic and key industries, aveiding industrial
congestion, minimizing waste of maturel resources, aveiding envirommental degrad-
ation, eitc., and developing the ingtitutional capacity to reset quiekly to
@hanglng international comditiens. .

25. The principel element to be @@riVQd from broad d@v@l@pm@mi @bj@@tiv&@
should be the ingtallation of an interndlly sustainsble industrial development
prooess, and this implies ths’ d@@@l@pm@nt of the ln@usﬁrnal @gpability of the
indigenoys population for purp@g@a of imzti@ting and %ﬂ@t&lﬂimg th@ industrel=
ization pr@@@asa ’

26 Pri@riﬂy s@@t@rg and -@1f=r@11an@@ in indus trial inputs: Industrislisestion
strateyies must 2im &% oreating and developing & domestic induptrial productien
structure capable of developing, utilining and oonveriing domestic human and
material resources into intermediate ipputs and final consumer a2nd ocspital goods
without ite being slways necessary to go through farelgn trade or forelgn "
enterprise. Indesd, Africa néeds more aid, forelgh investment aumd trad@@

but certainly om b@tt@r temms than &t present. )

27 EBach African countzy should, either individually or together with other -
countries, try to plan for esteblishment and development of baglie industries

er complexys where varicus seetors and projects can buy and sell their outputs.
and inputs 0 cach other. Frierity indusiriasl bramohes withim the framework -

of the Lima Declaration include engineering and metals indusiries (f@un@ri@g

and f@rg@g)9 @h@mi@@lsg @@nﬁtru@ti@n amd £g4a=@lli@d and gmall-scale in@ugﬁri@sou

28. The pbliey pres¢ription for the ‘satisfaction of, "bagie, n@@d@“ (@ggoﬂltahl@
and growing income level, better schools, medieal’ fa@iliti@sg putrition, housing
an adeguate supply of cleen weter, cheap traneport facilities; etc.) can be :
firmly imstelled ounly by developing & s0lid domsgtic  imdustriel foundation whish
is ocapeble of regenerating the variety of indusirial inputs Pequired for the
internal productiem and distribution of basic goods and services on. & DPETmEnSnt
besis. Such inpuis include building materials, water pipes and pumps, other
metal znd enginsering products, machine tools, pharm&@@uti@alg, f@rﬁiliZQr o
pestisides, paper, medical and school equipment, and personmél who' are
t@@hni@ally qualiflgd to repair and maintain all the’ phgai@al im@utso
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29, Utiligation of n@tmr@l regourcess = Une prerequisite, £ r local utilization
of domestic resources is te foster d@m@stl@ capabilitlties in poe sibl@ t@@hm@=
logical innovations and to expand the bass of engineering industries as.a
nessure for soyuiring and upgrading dynemiec indigemous skills and oapability

to sustain the contimious teshnologicel process involved in the exploitatien
and utilization of resources. )

30. Skilled meapower and technology: Skills apd technology cauact develep
in'ea vacuum; they need appropriate imdustrial apd englineeving eotivity azs the
infragtructurel agent and link, In making efforts toward self-reliamce in
industrial technology and expertise, special atiention has to be directed.
tovards th@ d@V@l@pﬂ@nt of ‘local capability in enginsering and pr@@ﬁ@t‘&@signo

31. Im g@n@ralg ‘priority should "be given %o @ngin@@ring production, ‘which is .
capsble of - making rapid’ and broad pr@gr@ss in industrial technology and skills .
even if it ie ‘necessary ‘0 start from & very wodest bame. Engineering

industries would facillitate economic diversifiocation end warket expansion ag
they penetrate other economic branches such as metals, chemicals agr@=indu@tzi@lg
building and cometruction, transport and commerce, and gtilulat@ the growth @f
f@rwardg backward amd 1at@ral linksges within the eniire economy. .. L

32. B@ginmimg with repeir services; probably based on various @xisting g@rvi@@
workshops associated with railweys, ports, public works and industrial plants,
there is always & certein einimun of engineering a@tivity within & couniryts
reach which éan graduslly be upgreded to perticipate im the manufacturing of. . :
gpare partes and compoments and bther imdustrial inputs, lsadang % the subl@qu@nt
&@V@l@pm@nt -0f wachine toole and @Quipm@nto . e

33 - Lah@ur is uwsuelly aveilabie and eapabl@ of being trained t@ enakbl e Afri@@m
ceuntriss, indlvidually o j@lntly, to aim at mepufacituring such @@mplem@ntamy
and 'eompatible machine teols as can be ul@d@ iz $he 1@mg=@un9 to rebuild or te,
replace eertdin machines. -

34. Action 0 develop local sspabilities (ﬁith agesistance from UNIDD, UNESCO
UNCTAD and ILO) in lime with long—texm - industriel -plans should ales Iﬁ@iu@_’, L
project progremyers, désignera, analystsg market researchers, mark@timg @gp@mtsgu;
management consultants, finan@@ @xp@rtag @150, .

35. The ifrican regiom should make meximum use of lis existing solentifig amd . .
technological potentisl and call on experts from abroad ouly when reelly mecessacy.
The cost of forelgn expertise can be reduced by making at least partiasl use of
exports Trom developing countries.

36, While the development of m namy1m@r@ gkills at 2ll levels of th@ f@rmal .
edusational system should b@ @n@@urag@@ .greater emphesis should be placed on
informal education, su@h a8 @n=¢h@=@@b training gnd appr@ntic@shipa Bvery
industrial” a@ti@ity sh@uld heve a %rainang component. Adult education classes
and the mass medis Gould aleo be used to provide persons ctherwise cuteide the
educational system, (lu@h as gmsll-goale eutreprensurs) with llmpleg pra@tinal
ﬁ@@hni@&l gicills, . .
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37+ 'Loeal engineers, technicians, mechenics and waster crafismen would be ™~ = .
organised inte industrial guilds or associations me they can share thelr
experiences in everyday practical industrial problem--golving, thr@ugﬁ s@mln@rsg
puhli@at;@msg r@fr@lh@r @@urlos and inf@mmal contact,

38, 4n effsctive techmnology poliey requires first and foremost em adeguate
instlitutional strusture which can eystemaiically examine the technical options
inveolved in the choisey adaptetion and development of the ﬁ@@hm@l@gy appr@priat@
for @a@h @as@o )

39, Mark@t development: The output of the priority induetrisl sectors ehould
contribute directly or indirestly to the improvement of the standard of living
of the masmes, particularly in the rurel seciors, by estisfying their "bagis
needs” and to the provision of cheep imputs for rural-baged productiviiy, thus -
brifnging large sections of the population into the "moderm” esomnomy. .

40, Teo keep pese with the ever-changing reguirements of techmology and divergent
noveriente of trade and capitel, the sssential requirsment of African countries is
a wegll-considered selection of industrial products and processes, such as these
offering the grestest potentiel domestic production linkages and @th@r imp@rtant
sp111=@W@r &nd trainlng @ff@ct 5o o L .

41, On the wholey; large @@untri@g kave greater p@saibilati@a than small @@mnﬁri@a
for choosing & type of link with forelgn enterprise congistent with suiltably

gelected producis and with the objective of gpowth. Thus. suoh countries as Japa ,
Indie emd Brasil, have chosen to res 3triot the f@r@lgm=@wn@d enterprise amd rely .
mainly om the attraciion of their intermal markets to extract favourable collabo-
ration agroemente from foreigners. Similarly, im the case of Africa, subregiondl
groupings could meke it possible to use 280008 to their internal markets as an .
impertant bergeining counter in megotistions over the terms of entry of f@roign
besed’ enterpriss. Subregional and regional co-operation could thul}&@@pl@@@ﬂﬁ K
domestic markets for indusitrial goods.

42, -Agriculture and intesrated rurel developient: There i@ a need for research
and @@v@l@pm@nt in the fieldé of industrial support for agri@ultur@s o sueh -
inputs &8s low-cost prototypes, agri@ulﬁural maschinexry amnd f@rtili@@raia&apt@d

to the specific needs of the soil, climete, ocrops, ©t6. '

43. Intéegrated ruzrel demel@pmen$ pesds & p@li@y network linked with impr@v@d
technical skillg, - rural imfr@sirm@tureg st@r&g@s trangp@rtg dlltribu%i@n and .
nazketing. " e s

44, Attention must aleo be glivem to the development of sgro-industries amd
small-goale rural processing industriss, with emphasis on skills for. the .,
operation, méintenznee and vepeir of eguipment im su@h indultri@sg the utilizati@m_
of agricultural by-products, ressarch zssiszisnce, ‘natlomal nu%riti@nal ‘policies
and @mganlzati@n tailam@d f@r the trangf@rmati@n @f th@ rural $raditi@nal
subgestor. _

45, Eppr@priat@ @hang@s in th@ a@@i@lg p@liti@al and inntituti@m@l gtru@tur@
muet be scarefully studied and applied. Institutional activities, especially in
the poorest rural sectors, must aim at inoreasing the capabilily of &ll the
populetion groups, comcermed, so they can do what they have o do.
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46, Tremsporis The memufacture of trensport apd communiscation eguipment
should be promote. in aceordance with the requirements of the natiomal economy

and  matohed by the development of complementary { engineering, gte.) services
indispensable f@r th@ @ffi@i@nt use @f such eguipment,

D, . -Mechanies of p@li@y=m@kingﬁ planning and impl@m@mtat%@n

47. Finance for industry:s Im regard to the implememtation of sirategic priority
indugtrial projects requiring large amounts of finance and to Bupplenent resources
available at national levels, it wmay be necessary for the Afriscan regiom 1o
establish lmltlnatl@n@l industrial investment banks to underiake the organizasion
of finencial packages beyond the capabiliiy of nationsl fimsnoial institutiens.

48, ﬁfri@am countries should elso take rracticel eteps to esteblish & colleetive
industrial furd for fimencing multinationsl projects of social signifies that
would lupplem@nt national development programmes and to lay dowm & polioy of
long-term losms for fimencing the growith of the Africen ecomomy.

49. Regearch and information: Techmelogical reséarch institutes tnst establisgh
- regular woriging relations with imdustry so thet research can continuously impart
to the industrialization process findinge in keeping with the objeectives of the
relevent economic and soeial development plans.

50. Information on productionm techmnigues, product specifiscations and sources of
imput supplies should be provided to indigenocus enterprises, especlially in small-
scale, medium and rursl inmdustries. Tecbnleal ¢ formailon services alse might,
initielly &t l@asﬁg b@ dirseted t@ industries affosded priority im the m&ti@nal
Pl 8 : .

S51. 4 retional development atrategy must include am in-built, effeetive informa-
tlop progremne 6 thaet thoze conserned ¥will have & clear motion of the goals

and objectives incorporated in ithe sirategy and slso some aesurance of oomplementery
action. should they in fact bekave as the strategy indicates they should, thereby
evoiding contraditicns botween targete and botween different pelisy imstruments.

52, Attention must be glven to the design of instituitions to promote eompetence

. im informatien utilization by individuals and agen Afriocan oountries will

- aleo have t0 acguire the habit of exchanging industrlal knovwledge among them—

- gelvesy; which will add %o their owm stock of information and. counter the practies
of gending informetion to the advanced countries amd having to buy it bask at

bigher costs. . .

53. Organisation at plant level: Before industrisl planis commence operaiiems,
abeps muet be taken for training the a%aff and eeeing to it that spere parte
will be available, thus making it possible &t least, %o aveid an operatienal

maintenanse or repailr crisis thet mecessitétes 2 shutdowvn.
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54, Thr@mgh FG~0" g@nlsatl@n of pm@du@tl n and b@tt@r tra aing an& smpéfvi i@np
substantial ,adepiation of equipwent oan be «flected at th@ plent l@Vbl Thetever
the possibilities for technologiscal adeptation, their reelization r@quir@
knowledge of engineering and the other technical eptions availeble and the
motivation oun the part of wanagers to underteke such adaptetion. Henagers _ -
should also comsider.suboontrasting. in. sagee. vhere it will promote capacity -
ptilization and efficiensy.

. . bem s it oL a ’ s}
55. Reorgsnietion of Nizisiries of Indusizys It 1s important -that every African
country should reorganise and restaff a Ministry of Industry, imdusirisl pare-
statals and other ipdugtrial institutions withk & biss towards specialization and
' conplementarity among industrial projects. The Minietry should in partioular,
pursue a pelicy of mainteining & harmomlous operational relatiomghip with the
Mindstries of Planning, Agriculture, Biucation, Trapspori, Natugsl Resources,
Health, Commercé amd Labour amd with other govermmental organs, taking into
aooount the @@lpidM@ntarlties of thelr mutually supportive a@tﬁﬁiti@so

k]

- 56. Qovermment structure for industrys Priority nus® be glven to .a.form of

. gevernmental organization which is consistent with &. sirstegy of miral industrisl—
ization and includes a meries of programmes and a@tlvitiés that are aimed at
inereasing both agrioultural oyiput and enployment and the output and employment
of agro-industries and other compsetible activities and services. The .sadeblish-
ment of basic industries in metals, engineering, chemicals and building materialg

mu@t .also be g@ar@d t@ fulfilling thie g@alo _

Regic 4 ons. DE The @b@@@th@ a&ﬂ m@d@ @f eo= " .
operation in developling Africa should involve the ersation apnd witilimation of
new productive capacity.

..570 R@gi@nal and @ubﬁ@ﬁl@nal @@=@p@rati@no

58. The significease ef trade among narileipating States inveolving goodes and
services for use as further inpute for other industries or for consumpbtion’
‘ghould depend not merely om the absolute v@luM@ or value. trad@d but &ls@ o8
the composltion of that trade. :

5%. ' Co-—operantion with developmesit coumiries: Nechanisms and ingtitutions for
gpecielization in industry showld be mede availalble thirough long=term-'agreementa
at the subregionsl, regional .ind imter-reglonal levels. In.addition - transpetionzls
ghould be controlled and.policies co-ordinated a® the subregiomal, iregional .and
inter-regional levels im respect of .foreign privete ilnvestment. . Co—ogpisratidn

gust aim at conmerete results in cach cese and should not be sought merely.as &
matt@r of ebgtrast f@itho

e _.' -:r-n.-

60, G@=@g@r@ti@m With d@@@l@g@d @@untrioso Afri@an @@untri@s mus& stEQV@ in
earnegt to prepars thelr positiom elearly, individually and eéollesetively im
advance, lest the resulte of the redeployment of induetzry on the busls of the
Lima Declaration should lead to the peddling of non—dymemie induetriel unive
vwhioch nelther fit im with the strategy for seli-susteined industrislization
nor inorsase the potential for domestic resource utilization, skill develop—=
ment and divergificatien.
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61. The public sector should grow simultaneously with the econocmy lest
f@r@ign capital digcourage the d@?@l@p@@ﬂt of rival indigenous teckbmologles
and enterpreneurship.

62, lechanismes and ingtiiutions established at natienal levels to stimulate
co—operation between African enterprises and enterprises im advanced countries
(8.go through jeint vemtures, subcomiracting or liocensing) would help %o emable
African couniries to ceame belng passive receivers of foreign technology and
kn@w=h@wramd to enrage in adaspiation and ressarch on their own initistive.

INTRODTCTION

63. -The primeipal pelicy objective of economic development in most souniries
in the African. region over the last deeade has been the maximisation of foreign
eshange earnings to finence comsumption and capital aeeumulation for d@V@l@p=
e in gemerel and industrialisatiom im partieular. On the other hend,
industrial development cemtred a2round the accumulation of oapital derived from
domestic, State and privete investment supplemenied by foreign invesiment,
primarily foreisn- private investment. The seeial objesctives on the basis ef
whick indugirial projects were evaluated by pollicy makers Werse to earn foreigm
exchange and @r@at@ m

nature.

640 Resources for usse. by the State in its investment progremmes were derived
from public- savings; and aid and grants frem sdvanced eountries. State. inv@lt=
ment wap in mogt cases directed to the development of tramspori and communica-~
tigns, energy, water supply, adwinistration, defence and sorial and welfare .
services; such. as tliose consermed with healih &nd education and to the fasilita~""
tion of distribution and the provision of support services for agrieul tural
pro@uotion. With notable exceptions; thes® investments were mnot direstly
related te imdusirial production but provided infrastrunetursl support fer
domestic private and foreign investment and export orcps. Other measures
taken by the Stete ineluded the protection of private investuent and the
supply of g@n@rali@@d incentives to foster it.

65. The finaneial socurces for privete domestic imvestment was the private
savings of the indigenous populstion, which did not have.adeguate access to
foreign and sometimes even domegtic momey markets, With limited edusation,
agsets and entrepremneurial experience, most emergent individual African entre—
preneurs had & tendenoy o shun industpiel production and to concemtrate theiw
investment im the less risky sestors of commerce, distribution amd, resl estate.
Hereover, most indigemous enterprises were family esteblishments with little
corporate life and wers therefors imcapable of long~term investments, risky
eperimentation, imnovation and research and development. Thelr capaeity fox
finaneial planning end the acguisition of information om preduct and factor
markete wae also highly limited. Frequently, they could not stand up ageimst
the competitive power of the subsidiaries of ihe trensnational cerporations,
vhich are the main foreign investors im indusiry. Biate support of indigenous
indusirialists hae tended to weld them to transnationals through joint ventires
and to concentrate economie power in the hands of the few.
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66, The capital accumulated from foreign investment was derived parily from
domestic borrowlnge emd partly from capital imperis from the indusirial couniries.
Since the State undertock oply limited direct investment in pr@du@tiv@ Bectors
and indigenous industrizl entrepreneurs were relatively very' weak and had
insignificant capability and knowledge in activiiles such as managemeni, business
finance and factor and product markeis, the main force for oapital acoumulatioh
in industry wae therefore foreign private sapital. The need for & flow of real
readureces such as skills, eapital end %@@hn@l@gyg from advinced countries medmt .
that incentives %o promote sush & flow where industrialization was consermed.
The structure and sectoral disiribution of caplitel formation was therefore
determined largely by the profit-maxzimization objectives of foreign irndustrial
investors. The prineipal objective of such investment wWas to realise the
maximum profit in the shoriest poesible time amd %o re—invest 1t elsehwere

in the world amd this temded %6 raise the prices of indusirial goods amd to
redistribute incomes. Investment objectives were om the one hand to emsure &
contimous supply of raw materials to the parent oompanies in advanced countries,
end on the @th@rg maximize to exporte of the parent companies to the African
@@untri@@o The maximization of importe from parent companies was acce mplished .
through ‘internal proourement arrangemente made by the subsidiaries, which were -
particularly concermed ¥ith carving out & place for themselves on the losal
market for manufaciures. The main, @h@ft=ﬁ@rm produstive investuent. .sectoxrs .

ware d@m@-ti@ impors @ub@tltuti@n af congumer, goods &nd procegsing f@r amp@rtgo

67 Th@ p@ll@y @b&@@tm@@g of cepltal a@@umulati@n t@ save foreilgn @xchang@ and
gensrets smployment naturally led to recommendations eimed at glupl e proocessing
for export amd were algo ofien ¥ied %o an iuport substitution patierm of develop=
ment, which applied meinly to cponsumer goods, and this invariably prodused am .-
ever—gxpanding need for additi@nal Poreign exchange satnings o flnance lmports -

of industrial imputs, @xp@rtisgg 8tc. ) "without improving dowestis indusirial :
1inkag@sg vhich could, in time, have internzlized the use of domestic resources.’
In the main, the indusirial sirusture of most, if mo$ &ll, African economies is
charecterized by an in-bullt &@ma@d for foreign @x@h@ng@ &S ODPOE @d o inﬂig@m@u@
resources and capital. . .

68. Concéntration of impert-substitution stratesy om final @@nsum@r g@@da e,
has been partly dvue 40 the limited sizs of quantitative d@mesti@ d@m@md in. SRR
individnal African ecountriss, apparsht technologioal simplicty in production’

and the shori-term nature of such invesiment. Such policies =nd stretegies o
bave saved some f@r@ign eﬂ@hangas generated some industrial empl oyment and )
leid some type of indusirial bage. On the vhole, h@weverg the strategy tends

te inecrsase external d@p@ﬂd@n@@ a8 réflected in deficite in balances of payments
and indebiedness br@ught about by’ @s@alati@g pum@hag@s of sapital goods required,
ipdustrial inputs, spare parts sad compenents, technical manpover, techuology,
managerial personmel and servieces: Furthermcre, the strategy tended to discoursge
indigenous technological experimemtation in actual production, which is the h@@i@
for the development and adaptati@n of induﬁtrial te@hnnlngyog

69, A strategy &iMQd at $he gimple: pr@@@ssimg of raw materials and th@ 1@@&1 .
mepufacture of isolated components and parte for export is a varient of the =
more familiar one whereby foreign companiss .try to maximize thelr local sales
by establishing plants often as "joint venturss” ‘merely. to -assemble isported -
components inte mochinery and equipmsnt such 2s cars for the looal market in

the hope thet somebow industrial growth will autometically ‘progress baskwards.
There is nothing fundametally unsccnomic in exporting semi-processed rew
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materialg to merksss of the advanced couriries im order teo earm foreisgn
exchange. This approach is eanshrined, for example, in the sxport trade
provisions of the Lome Convention. A large mumber of advanced.ocouniries no
doubt expert @rud@p unprooessed materials as it is fr@qu@mtly advanteageous

to do so. It ie elgo frequently profitable to undertake upstream .processing
in erder %o maxzimize value added amnd/or employment. The cspacity to do this,
however, depende partly on the size of the domestic. @upply of rav materialg, -
the cost of upsiresm procegsing and the domestiec lnt@rm@diat@ demand and the
acoess of intermediste products to foreign markets. Capability for up-tr@am
processing of ten requires an integrated indusiriel production eizuciture in |
torme of @apit@l gkills and techmology. With falling termas of -trade ‘between
menufactures apd commodity exports, the ability of a @@W@l@pimg country %o
import .the oomplementary @qulpm@nt and. other lnpuis used in upstr@am processing
declines over time. i

70, While import substitution and processing for export were imitiated as
instruments for saving and earning foreign exchange for sapital formatiom, ithe
import content of development has increased, and thers do not appear to have
been clearly articulated sectorsl preferences for the allocation of sapitel

to reduce over—all economic depemdence on foreign exchamge the domestie produc—
tion of impité goods and @at@rialé and the domestic development of t@@hn@logyo

Tie The third and n@W@aﬁ gtr@t@gy pr@@@ripti@n for the esonomic amd indu@trial
development of d@v@l@ping r@gi@n@ identifiee new poliecy @hj@@ti%@a &g belmng the
satisfection of "basic needs”, where such meeds '—3lude contlimucus and stable
employment om g@lf=@mpl@ym@nt9 better schools and medical fa@ilati@s and a
rising level of imocme. This sel of goals is besed om the tremise that efforts
merely ito inorease CIP in déveloping @@umﬁri@s have been accompanied by mass
goverty, malmutriti@ng sguelor end unemployment. The new objectives are there-—
fore highly laudabls and constitute the permanent goals of -conomic .development
whdch p@liti@iams frequently summarize as being the eliminsiion of p@vortyg
"*ign@ran@@ @nﬂ disenseo " .

72. The @xigtimg industrial siruotares in m@sﬁ @f Africa were devised tc produce
"modern” goods for superfluouns consumpiion and are not intended o satiafy the
"baeic needs"” of the majority of people, espacially the rural poer, Also, the
eriterion for developméent appraisal is conventionally per csplte income,; ofien
without referemce to policles to impose the disperal of development benefits by
region and population groups. Su@h reliance on per capite growih slens is
‘simply o aecquicsee in the power of the elite to comver: incomes inio luxuriegp
@u@b &p luxury bousing and cars and large lamdh@l@ingsg whi@h cannot r@a&ily=
be reconverted into "besic needs", such as low-cost housing, chesp trapEpord, .
rural feeder roads, hospltals, @@h@@lgg popular shops, sanitvation facilities;
eleciricity; water supply, food and other eesential g@@d@ an@ services. Tha.
satisfaction of such basic needs implies the existence of & productive
gtructure which is iteelf consistent with the needs 1% is intended te sexve.
Thig means thet its capacity must be broademed and its functioming oriemited
towards producing and utilising such inputs as bullding materials, pharmaceu-
ticals, water pipes and pumps and mashbine tools and other metal and engineer—
ing producis, medical and school equipment, paper, fertilizers and pesticides.
I oust 2lec employ techmiemlly qualified persommel to repeir and meintain all
these physical inputs. Unless progress towards the implimentebion of such a




BCA/CMT /FCIA 4 R/m;lys ]
BCA/CHI. 4/TINR/TE
Page 12

strategy can be discerned, "satizfaction of bagic needs" per se will only
be achieved at the expense of internslly self-susteining growth et ie will
only widen the base for more dependency om exiernal trade or even balance
of payments deficits; inzesmuch as the fulfiluent of "basic needs™ does not
directly earm foreign exchamge. It is thus lmpertant to develop a solid
domestio imdustrizl foundation which is capable of regenerating the variesy
of inputs required for imternal production and distritution of bagic goods
and services on & permament basis. ‘

73, It is clear that there was no consistent relationship or poimt of
integration betwsen programmes for creating resl capitel and those for :
devel oping manpo¥Wer infrastructure and social investment in such figldsg as
education and heelth sinde sovial and infrestructurel investment, for
exempl®, generated more consumpiion than produetion and edusated p@rg@nn@l
vho could not be absorbed in any produotion ssctor apart from the service
g@@t@ro -

Tdo - v@h@ reliance on capital acerwuulation was bag@d on the assumption thai
once- the quentum of fixed capitel imvestment reached a very high lewel, :
indugtrialisetion would teke off automatically, end this, of course, did mo?d
ocour. -As impori content inoreased, export of menufaotures did not imerease
substantially vwhile external dependence on ﬂi‘wﬁ;Ti&I end technical skills
and on foreign @apital amﬂ t@@hngl@gy @@ntinu@ﬂ te’ im@reaS@ at the same tiﬂ@o=.

75, What is called for are imﬂu@trmaligati@n suﬁétegi@g §e) d@vﬁl@p 8 domss ti@
industrial production struciture capable of develop.ag, wtilizing and coverting
domestic humen and material resources into inmtermediste imputs and final

sonsuner and eguipment goodes without having always to go through foreign trede,
Suek indiugtrializetion should bd edeguately integrated intermally im order to -
generate the socie. benefits of forward a.d backward links,®s through inereased
domestic multiplier. Only the implementation ef sueh siratesies, which comstituie
the foundation of internelly self-susitaining industrislization, ean guaranies
increaged @apability for the satisfying bagic needs with economic and p@liti@al
dignisy. .

o BA@KGE@UND A¥D GUIDELINES FOR AW IEDUSTRIAL SELP=RELIANCE STRATEBGY .

76. 1t is imp@sgible %0 enviszge a standard development policy and strat@gy f@r
all - of Africa, because therse are meny differences beitween the couniries im the
region. Héverthelees, it is possible to define the ezsential feaiures of an
industrialibdtion policy apd strategy which would be breadly a@pli@ahl@ al though
their practical implications would depend om the parti@ular sonditions in eeeh
gountzry and on the degisioms of its G@W@rmm@mtgo_
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A, Reocommended indusirial development objectives

77. The pasce and patt@rn of indu-trial dgval@pment depends @rucially on
industrial @bme@tives whioch must be derived from over—all economic develop-
ment goals. The kind of economic and social development objectives now
established by Affican States is based on: (i) deliberate promotion of an
increasing measure of self-reliances {1i) the imstallationcf capacity for
self--cusiaining growth and (iii) diversification, generally through plamned
26tion.

78. The principal elements in a strategy deeigned fo achieve these @bg@@tiVQI
would imclude increased substitution of domestic for imported factor imputs im
terms of both current and potential economlic activities; measures 10 improve
the quality end inorease the supply of such factors to permit growth and
diversification to meet the needs of a larger population with the highest
possible. gtandard of liiving; the installation of basic,; key or strategic
industries and the del iberate esiablishment of economic and structural links
within the i trial sector itself and between the imdustrial secior and ]
other sectors the restructuring of domestic markets through the transforme—
tion of agri@ulture, the development of rural areas snd dimupition or removal
of sooial, economic, teohnological and political disgocontimuities im nati@nal
structures the regulation of iwmported. technelogy .and. the.ensoursgimer
local development of technologys the establishment of e resvurces market &nd

the enlargement of markete through close économic co—operation et imtegratiom -
emong African States arid, finally, the restructuring of trade betweem Afriea

and -the outside world. Above all, the.ddoption of such & sirategy would mean
that the formulation of national strategies and policies would derive maimly
from African perception of Africen needs and potentialities and thet the h
direction and pace of soo6ial and ecomomic transformation would depend om local -
capeaclty to @og eive, design, install and manage productive enterprises
successfully. .

79. The main industrial development objectives derivable from these broad
devel opment objectives aeed no longer imclude the earning of foreign exchangs |
and the creation of employment, importent as these nc doubt are. The main
objective rather be the installation of an “internally nustamnabl@ industrial
develupment process. The principal requirement for imstalling an internally
gelf-sustainable industrial development process and for effeoting the required
goclial - transformation is the development of the industrial capability of the
indig@n@us’popu;ation"%@‘initiat@ ahd' sustain thaet industrialigation process.

é/ Manufa@ﬁuring in the African region is at presgnt heavily concentrated
in the hrea of light industry and especielly in the" ‘food and beverag@ smhae@ﬁ@r
which in 1971 produced about 42 per cent of gross @utputa The " food processing
sector, together witk the textml@/@l@thlng seotor produe@ more than 60 per cémi
@f th@ output of African memufactures (eee The inli@aﬁi@n of raising Africa’s
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The develorment of this @apabillty in tuzn d@p@n@g @n a8 murber @f fa@t@rﬁg
including the comtinuous development end utilisation of local rew meterials
end human résources, the installation of an appropriate industrial productiom
structure capable of producing industrial inputs, generating industrial-
technology, widening internal markets for mamufactures, f&@ilitatlng the.

devel opment of technicel indigenous ekillsg, strengthening the capability of -
indigenous State and private éntrepreneurship relying mors and more both onm~
internal industiiul finance and on the production of goods and servides which-
directly or indirectly and in both the medium and the long-term will satisfy
th@ haoio needs of the populatiomn. : ‘

80, The principal elements of such an industrial strategy would th@r@f@r@
include the choice of industrial priority sectors whose development ocver time
is consistent and also capable of generating the development of indigenous
technologioal capability. The growth of indigenous skllls gemerstes imvest-
ment funds whieh, to a greater and greater extent, are derived from domegtic
sources and widens the output mix smpp@rt@& by se@@nﬂ&ry gtrat@gi@s for @xp@rt
@xpansion t@ a@@ure th@ requir@d r@s@uraelo

Bo ‘Imtegrat@@,inau@tmial d@?@ld:m@mt and production of industrial inputs

8l., While imporit-subestitution in Africs bas mainly foocussed on local produstion
of consumer goolds, there hasg been lititle domestic production of industrial inpuis.
The use of imported technologies by foreign subsidiaries and even by Stete—owned
enterprises, is often asgociated with the importation of intermediate goods and
other industrial inpute, rew materials, spare parts and compoments, implylng, -
inter alia, congiderable foreign exchange costs and lack of domestic limkages. .

82, To be sure, Africa hosts e large number of foreign~owned enterprises which
insliet on buying their ravw meterials, intermediate goods and componenis and parts
from an affiliate in another country 80 that the profiis of the iransnational
gysten 19 mha@h they belong mey be increased. M@my d@v@l@pimg countries hQM@
bed their balance of payments problem exacerbated through the practice of .
tr&msf@r pricing, whereby the foreign-owned lubsialamy overpays its par@nt .
company for materiels, etc. - 4s long as transfer prieing is used as & means

of pr@fit remission f@r@agn investors will, I@r@OV@rg be m@tivaﬁed t0 eontinne
importing ravw materials apd other imputs rather than producing them locallyy
thereby making it difficuli for. independently-ovmed local industrial units. to:
survive if they oan get started et ail. However, some manufacturing subsidiaries
of the trensnational corporations do im fact purchase & high proportion of . .
materials and equipment locally. It is tempiing to comclude that &.high propor=
tion of the total value of these subnidzari@@ r@pr@aemts value-added within

the AfPicun countries in which they are located. However, this conclusion is

not valid., The fallacy lies in the fact that materials amd equipment purchased.
legally are sotuelly developed elsewhere and m may have been imported by .a nom-. -
“f@m@ign owned - firm-and thet if %h@y‘wer@ pr@dm@@d lecallyg th@w way bave am . -
- eztremely hlgh imp@rt=@@nt@mto T T

[ TR P s eman
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83, The failure to imorease the wlume of domestically produced inputs used,
meang a failure to diversify botk industrial production and skills., The eame
problem perverts import-substitution polieies, leading %o e creation of high
cost industries and wezkening the advantages of the African reglon @@nparlng
with th@5@ of other reglons still fuwrther,

84. Unintegrated progreammes for the produstion of industrial inpuie would @f
course lead tv higher imporv vontent of industrialigation; imcressed require-
néents for foreign exchange, limited development and utilisation of domestie
resources 2nd.greater external dependence whers skills and technology are
goncerned.

85. Integrated industrialization reguires systematically planned inter=industry
investment programmes, targets and projeots aimed at the realiszation of maximum
direct and indirect output through mutuzl feedback end foreward linkages. - Such
investment policies, programmes, targets and projects are designed deliberately
to establish %technical and economic links among raw materials so that the 2/
extraction of raw meterials is related to exportetion and loscal processing
for the production of basic products muck ag basle chemicels, building materials,
enginsering products and metals. The exirsotive, processing and equipment
and conponent building subsectorg wuld be supported by the upgrading of existing
produotion capacities and the oreation of new ones., Inter-industry trade aleo
requires a deliberate policy for integrating large—, medium- and gmall—scale
industries, especially in rural arsss, through subsontraciing arrangsments and
technical essisgtance.

86. . It is quite clear that generalized industriel integration 2t the national
level is determined by & large number of fastors; the primcipel ones being the
metching of the elasticity of supply and the demand mix and an adequete flow of
investment funds. While it is advisable to sirive towards institutionally-
determined forward and backward linkages in industizry at the global lewel, the
creation of such linkages is likely to emncounter difficulties in esconomies
characterized by highly unequal income dlstribution; an underdevel opad rural
sector and & foreign-determined consumer preference system. Within a larger
ocontext, it may therefore be more practical to start with inter-plant integration
baged on & set of sarsfully selected products. The adventege of this approasch
iz that 2t this level it is poseible to reduce uncertalnty by securing moxre
aoourate information on demand and supply ohanges, make more reiizble demand

and supply projections and igolate the factors which imerease the effective-... .
ness of the linkages. Thus; what would emerge eventually would be & series

The presence of abudent matural resources :in the absence of largs
internal markets has e tendensy to decrease the advantages of proceseing - -
sinee the cost of earning foreign exchange is much lower whem unprocessed »aw
materials are exported, (See for example, Hollis B. Chenery and Lence Taylor, ..
"Devel opment patterns: Among countries over %ime", Review of Economies and
Statistics, vol. L, Ho. 4, 1968, pp. 391-416). -

4/ Africa’s share in world heavy menufacturing output (ohemicals, engineer—
ing, metals, etc.) as reflected in 1971 data is mimiscule, b@ing ju&t over- 25 per
cent (see document no. CHI.3/INR/TE/3 (op.. @ito)o e e e .
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of imtegrated imter mlant c@mpl 8%98. & _ . .

87. . Thd coneept of 1¢ﬁmages relates to the orestion @f an Gﬁb@rﬁﬂmltJ for one
inﬂustry to imvest mads poseilble by another while the concept of integrated
industries has beén used in ‘sconomie @o=®p@rat19n to refer to indvstries whioch
g@ner&u@ trmd@ b@tween couatries. Eguelly iuportant is the tyne of nroject

or iudvn vy Wiiislh serve &L i link votween two aypircauiy Glifervent types of
industrys Suok 1unn strize ‘unclude 5H@ sagiveering producti and nackiae S00le
industry which utilines’ the output of metal industries ia theéir odvn reproduction
and in the production of toole, implsments and capital goods. =f .Thege products.
are 10 an industrizl regims what the sead is to an agricultural scomomy and ,
therefore have t0 be inoluded in the peckage for industrial invesiment progremmes
for the intermzligation of the indusirialization process.  Indeed, they engendex-
thé capabllity for imbedding technélogy inm inputs and @overtang domestic savings-
inte eguipment without h&ving o g@ through foreign trade to aecquire for@ign Lo
exchange. , A '

C. Industrial W&EPOW@P and @xger%ise SR S

88. “Nany countries in fhe African region are an@*i@ugmy short of sklllg whlch
are oritically requiresc in designing, initialting and sustairing the industrial
devélopment procese woioh acems %tpat, 2s indioated sarliasr, they 2rs innreasingly
dependent ou importsd technical menpowsr for these puvpcess. While the immediate
employment effect may be nositive, the long-term effest may be n@gativé gince &
policy of importing bechnical mappower does no* offer adsyuaie oyporiunity for
vpgrading and diversitying indigenous ocapabiiily for self-suebeinsble indusiriel
development to say nothiug ¢f the large sums of forsign exohaiige waich f£low @u%
of suoch @@unﬁr*@q a3 in'the form @f factor incomes paid @@% 'he gervices @ff@r@d
by 1mp@rte& manp@wem _

89. The implementaticn of self-sustainable indnetrial daveﬂ@pment calls f@r ‘the,
conscious develcpuont of d@m@aii@ {ndusirial skills snd axperiise im the. various .
fields of industrial asvivities. qu@h @xv@rﬁ*sﬁ in@lud@s Ranagers, ie@hni@aamsg
market Te8OATcRoTs; namket and mamx@timg -p@@iallat- for znﬂus%?iai 7008, .
spetlil Lutm £ ¢rdugt“1a1 ferign, ladustriel and massviiel eﬁgi*esweg @xp@wﬁa in
financu and pg@@@g ﬁmea$atﬂ@M and. &%valopm@pt 3 e mn@l

E/L”Laek of " gyetemetio integration among firms and a shortage of raw
materials and spare parts, which are generally not prodiced domestisally, coupled
with persistent balence of payments problens restricis the growth and competitive-
ness of manufasturing export industries inm developing countriss, see, for exempley
Atsushl lerekaml "Brport base and Iafant Export Industries”, ggpe Universigg
Economio Review, Wo. 12, 1965, pp. 94-96.

6/ 4 r@@@nt study, by .the Fconomic Gommilslon £or E@r@p@ @@m@lud@d tbat the
Afzzqanwr@gion?- whare in .the worlid output of meials and engineering producis’
remained unchanged, et 0.2 psr .cent im 15 yeere between 1955 znd 1970, and that
the shard 9f ‘matal¥ &nd Sirgindéring products in total indusirial produstion .- -
during this period appears 10 have dg¢clined. OFf sll developing r@g*@ns Africa
had“the lowest® ra%io of enginesring produotion to engineering mmp@rtso = S@@‘E@E@.
Eol@ and place of engimeering indusiries: in_gatlanal amﬂ wnrld e@onoml@s T
{(EcaE/ 73/ 001, Lo (Bsid.1L/Wam FJo .-
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90, tUhile there is still a meed for foreign experis, end especially for exports
fron other developing regioms who have b .d practical expe-ience in dealing with
problems similer to those emcountersd in Africs, there is a greater nesd for &
coherent programme aimed at the formal and informsl dsvelopment of skills im
relation to industrialisation.. Policy-makers have reotgnimed that the

sducational system must Ye restructured tc meke it relevamt emd sppropriste to
economio and industfial development needs for suitebly qualified Africans for
development purposes. Howsver, ¥hat is not frequently clesrly underst-od is that
the restructuring cf the educaticnal syetem, whlle neccesary, is nct sufficient
for the develdpmont of appropriate skills in the Afriean rsgion. The

of the educational system should bs precedid by or go hend in hand with the
regfrusturing of national invesiment programmes, particulerly ip the industriel
sector, for without such chenge im the pattern of public and private investment,

& restrustured educational system would only alter the composition of unemployment.
The development of induetrial technical skills and skilled manpower is determimed
qualitatively by the nature of the domesstic employment demand while the qualisy

of labour employment demand is determined by the composition of the physical and
social- capital stock imheriied by~ the irdustrial seetor and by the curremt and
future sectoral structure and ®i-tribution of investment. The pest and currenmt
structurs of foreign investwent, which’'is the dominamt souree of productive capital
formation in most African countries, still reflects colonial development phtterns
in that the foous is primerily on sxtrzotive imdustries, with some smphasgls on
egro—-indusiries and more recently on impori—substitution zetivities and the
agsembly of transport equipment from imported componente. None of these activities
develop technieal skille to a significant degrse. Similarly, the compositiom of
investment by the State snd -domestic privete ertwspreusurs has changed only very
little,; and the composition of investment by the Stete in imfrastructures and
sociael gervioces has sucteesded oply im inéreasing lhe demand for social scisntists,
lawyers, doctors and educators, but not for mechnical and chemical engineers,

H

material surveyors; financial experts, ete.

< . o - . L a

9l. Since the most important means of elkkill development is on=the-j 473

or "learning by doing" om the Jjob, the development gf appr@priat@QggEEi:riigin%g
dptermined by the allocation of new industiial investment to those industrial
s@@tgr@ whiok generate a2 demend for industrial labour, and which promote® the
acquisition of .the ekills. they require; The engineering, chemical amd metal
i@QUEtri@@ are, by their very -nsture, the most dymamie industrial sectors im

& growing ecomomy because they Bupply imputs to agriculture, traneport and
g@mmun@@ati@ms.and songtrustion ag well as to themselves and the rest of the
eoomomy. Mo practical ekille oan be developed in these £islds without ihe
growth of emgineering, ochemical and metal industries.

Do .ﬁ@@ |3

tetion and development of imdugtria1~t@@hn@1@gy

92. Industrial technology ie the key to the solution of & pumbir of ;
: 8 int

%;ZE%§§E of considerable social significance in the process of inﬂustriaiiggiizgf
. e er growih.raie of employment amd inequitable distribution of im@bﬁ@=©an'b@

raced partly to the bigher growih of eapitdl ~intensive industries. MNoreover
modern products. promoted by trensmatiopals and d@velﬁpm@ntg'aﬁr@ad 8nooUT ’
gﬁgfﬁéang@”@n imporied techunology. Teochnology and various types of induaiffai ”
b 8 cannot develop in & vacuumgy they cannot be scquired and utilized in the

sence of the adeguate and relevant economic activities and infrdastiructure.
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93, Above all, &~ in the cese -of indusirial skills end erperte, effective -
adaptetion and development of induetrial techbnclogy depend on the sectoral
priorities for industrial invesiment in the country. The priority seciors
ar® those sapable of generating indusirial technology and processing a. Wid@
p@t@ﬂti&l for experimentation, immovation and diffueliom.

. 94&: Fot all .industrial sestors p@@s@sg a wide ramge of opporiunity for
techiiplegical inmnovaiion, import awbstitution in genersl and the local .
mamufacture of componsute for expori; but assembly and sale elsewhers dees -~
not permit freedom inm product design, and specifications and produetieom .

| processes. These are directed by the parent firm and are highly rToutinized

.- and therefors insusceptible to loezl technological experimentaticn. The
-gectors which are likely to promote the adaptation and development of

indigenous technology.are the same ones which are ocepatle of genersting and

developing ekille, namolyg th@ enzineering, metal and ochemlecal indusiries.

25, Sinoe t@@hm@l@gi@al a@@@t@ti@n oocure primarily at the plant l@vglg.ﬂ
thers is particular need to enesr~s the gxistence of an effective working
. relationgbip between production units and institutions working om industzial
design and techmological facilites so that through the feedback the work of
these institutions is related to solving technological problems whi@h arig@
at th@ plant level,

86, Iff@@tiV@ edaptation amd d@W@l@p@@ﬂﬁ of technoleogy would @bvi@ugly start
. With greater knoWledge of the available sapacity in the formel and infeoxrmal

indusiriel sectors amd with programmes for the iurther utilization amd wp-

grading of existing capebilities in order to heve contimmity the way im which
preblemz of technological imnevation are viewed im relation t0 indigemous. .
gitille and capebilities and meterials. This impliss that indigenous techno- .
logical developmert cammot osour if Afri~ap countries continue to pubcontract
their industrialization prospecis te foreign investorss indigenous techunology
can develop only when the owmership and contrel of the firms in those sectors
capable of generating new techniques is completely im the hands of the :

imdig@m@ua population whish is an. imt@gral part of the domegtic ¢ @@ial Barkét.

9?o @n@ imp@rtamt fagtor im the: ﬂ@v@l@pm@nﬁ of industrisl technology is th@
evolution of effeotive techmologiecsl poliey requiring adeguate institutienal
struetures which fumction #s semi-autonomous facilities under the responeibllity
ef persemnel who are not orly skilled but also have aceess to bodiss responsibls
Tor d@t@rmiming over-all poliey. .The .ovganization of industrial guilds and
assoclations dealing with specific ocurremt sotivities would no doubt be useful
for stimulating the development of indigenous technology.

98, Induetrial technologloml experimentation. and -lnnovation depend-to some
extent on the decentralisation of the immsdiate elements of deelsion-making
even in copditioms.where the role of the State iz important, This “ives .
 mepegeTs &t the: plant level enough. fresdom and decision-making pOUET to. V”q :
undertaken the adaptetion and experimentation each job reguires. This x@ml@s '
the qu@sti@n of. micro-planning both at the plant and community oF villag@ u
level whieh wopld fasilitate the distribution of ereative @pp@rtumityg o
regponsibility end income amnd of the diversification beth within <he @@unﬁrw
end amopg Aifferent groups in the éommunity, which in turm implies & need for
adequate policies on siendardizing and reducing the range of products imporited
inte a counitry im order to integrate and widen the market.
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E. Fivapcing industrial development from domestic resources

99. The implemsntation of an industrial development strat@gy besed primarily
on self-reliance calls for & greet desl of emphasis on appropriate policies to
facilitete the mobilizaition of domestic savings in amounts consistent with .
indusirial development objesctives. The thres major soureces of savinge, namely,
households, corporZte bodies and the govermmenl, are characterized slightly
diferant clasgticities, facilities, incentives end growth., 1In gemeral. houne=
hoid savingg are highly subject to the level of per oapits income and inflation
and to the degree of development of financlal insiitutions, while corporate

gavings are largely dependent and the level of profits in specific sectors om
corporate re-investment pollieies and on the utilization of depreciation
allowances, GCovernment savings depend on the direct and indirect tezatiom
bage, the development of involuntery savings schemes, such as sooclel ssourlty
and provident funde, and om the pattern of ellocation of scarce rescurces by
the State. . _

100, Afriocan @@untrieag in g@neralg have been @hara@t@ril@d by & low level of
demestic and foreign exchange resources and by the lngiability of such resources;
and for this reason, a great deel of emphasis has alwaye been.placed on inflow
of forelgn industrial capitel to fill the resources gap. A4s indicated in the
preceding pages, foreign private investment has been the meln source of industrial
invesiment in direct prbéduction setivities in most African countries over the
lagt decade, and this fact has determined the uses io whisch ocorporate savings
and depreciation sllowances are put. Domestic utilization of these resources is
very important ocongléering the relative inabllity of general government savings
to increase due to lmorsaging govermment expenditures in the proviglion of
infrestructures and sooial services. The level of household savinge is egually
low, partly bhecause of the relatively low level of imdividuwal incomes and
inflation and donsumpiion patierms imported from advenced countries, whieh
local groups tend %o imitete. Individual househelds in the Afrieam rTegion,
especially in the rural areas, save their rescurces by investing in farm
improveménts and in the acquisition ef non—-industrial properiies. From these
otaervations, it will be eclear that corporate savings have 2 eérueial rele im the
mobilization of fimance for industriel development. It is now clear that
foreign investment tends to fliow imto sectors whioch yield maximum privais
returas in the ghordtrun (often becasuse they are generously protecied) amd do
not frequentiy initizte an intermally sustainable imdustrializmation process.
Concentration of rescurces in the short-term investment gemerally preferred by
foreign invegtors, tend to raise domestic prices of industrial goods because
coste must be within a short periocd. Foreign short—term investment im highly.
protected sectors also serves %o redisiribute incomes to the detriment of the
organized rural poor and the benefits of orgenised urban workers. Investment
financing in thege sectors which imitiate dynamle, intermally susiainable
indusirializetion muet therefore ocome from the community iteelf for omly it
can alford to trade off some of its money profits for the social benefits
implieit in natienal industriel objeciives. The bamk&biliﬁy of an ;ndu-trial
projest will therefore depend on whether it is %o be funded by the community
or by f@r@lgn ihivestors and sleo om the @ualitativ@ @hara@t@r of the projest
and the seotor in which it is to be implemented. The ipdustrial finsmee for
integrated industrial development must incrsasingly comslst in domestlo
finencial resources, which inevitably must be dveawn from industrisl corporate
gavings and depreciation allewances.
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101. The utilisation @f inﬂustrlal @@x@@r&t@ savings and d@pr@@iati@n
all@wanc@n will reguire more amd more direct State pariicipation in industrial
production, in the form of either enterprises wholly owned by the State or
effeptive joint vemitures, espescieally in those sectors which are sirategic to
the implementetion of the indusirial polieies discussed above. It will also .
gall for greater direct participation by the State im .euch soft sectors as
imsuran@@g bapking, distribution, transpert, @@lmuni@ati@ms end touriesm and
in the development ¢f indigenous-ocpnsul tancy services in order tc guarantes -
the domestic regyoling of national resources for the development of the
priority seciors. OControl of these soft seciors by foreign and domestio
private investment generelly results in an unduly h@avy export of resources
to the rest of the world im the form of refits,. importe for conspicuous
consumption and investment in speculative arsasz, such as real esiates-snd
land. - Additional savings could 2lso be secured through the developuent of
effective institutions for negetiating the purchase and utilization of
indusirial techmology. The industrial linksges and integration which are
being pr@p@@@d ag an imporient element in indugtrial d@val@pm@nt enable the
@S %ablishment of a linkage between the utilizetion and the mebilization of
gavings @sp@@ially in poor countries where savings mey shift upward im
response to inereased investment opportunity. In such.comditlons, inoreased
investment may be followed by a rise in corporate sevings,.especially inm
those cases where the integration of the industrial sector opens ne¥ invest-
ment @utl@tlg pr@vid@dg of course; that these savings are re-invested in the
BOUNTEY o

102. The impl@m@ﬁtati@n of the indusirialisaticm policy and pr@gramm@ outlined
ebove would require a strémg secondary supporting stretesy. te ensure z steady .
flow of fereign exchange ¥o finance the additiomal imporis required., Such
supporting strategies would oall for the expension of ireditiomal amd non—
traditional exporis of unprocessed and prooessed raw meterialssy of agro- amd
allied industries and of exports of menufaciures such as textiles, shoes,
leanther goods and petroleum to the @il=pr@du@ing countries. In @th@r words,
the impl@m@ntati@n of all integrated industriselization progrzume besged on
increasing self-relisnce would sucosed only if the programme Were supported
by eggressive’ export promotion programmes. It is in this context that the
imtegratea commodlty progremmne aupp@rteﬂ by UNCTAD becom®s auite important
for the m&gorlty of Africen ccuniries becsuse earnings from exports of
tradtionsl menufapctures ere not likely to be significant. To winimize the
probl sms inherent in the concemtraztion of @xp@rtatlan to developed couniries
the export drive must also f@@ul on irade with other develeping couniries am@
on & regional and subregionsl %rade, Int@rmal integration would fa@ilitato
such trade and its compesition. .

103. To implement strategic pri@rity im@ustrial projects r@qulring 1@@@@
smounts of fihance afid to supplement resourdes svailsble at nstionsl levels,
it may b6 necessary for the African region to esteblish pultinstionsl m -inang -
and indm@trlal investment Benks t@ undertake the organization of fimam@i@l :
pa@k@g@s beyond the @apability @f nati@nal finan@ial instltuti@nso-
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Fo Indi g@mus p@pular partmlpation ln ind.untmal d@vel@;p-ent

104, Th@ ilplem@n‘ibmi@n@ th@ :‘Lmdusibrial d@?@l@m@m strategy prescribed im the
previous pages implies intemsive participation by.the indigenous population.

The kind of p&rti@ipati@n referred to should be Wor® .ntensive than thet effected
by measures for equitable corporste participation without effective comtrol. H@r@
participation is seen 28 including comceiving, planningg. @la‘b@ratingg manegingy
and financing industrial projecte &t the village, district, provincial and
country levels as well as on subregional and reglonal levels. At the national
level, it also implies intensive involvement of ell strata of society in o
various aspects of inmdusirielization end especielly in the design, planning and
operation of industriel and related complexes of smell-scale industries and
related suj_@p@rt l@M@@s im ihh@ rural areas. .

105, ﬁ@V®1©pl®n'ﬂi @f th@ kind diseuss@@. above, which emphases imoreasing selfi-
reliance, might seem likely to engender autarky and inadegquate exploitatiom of
international specialization and trade om the bagis of competitive advantages.
However, whetever benefits may. be réaped- from -international -division of labour
and sy@@ia.lizati@ng especially in those.processes and sctivities which maximize.
learning by dolag, must be also weighed sgeinst the potemtial loss of less .
quamtifiam@ but perliaps much more. fundemenital geins for Africam coumtries
acguired fTom the widespread participatiom by their people im the @@n@@?i@ng :
f@mula‘ibiong ﬂ@szgng manufasture and- r@p@ir of new types of @quipm@nts

106, A real inﬂultri&l rewlution am@ng African countries will @ff@@tively

begin when the” 1arg@at gsector of the population has 2oquired new patterns of
work and what has been called ""@@gmiti.@n of mechanism”, that is en underteking
of the use of machines and processes, the way in which machines interrelate; -
induetrial materisle, imdustriel labour end informetion. 8/ Partioipation

in the’ :‘lndustzial pm@@n@s isg 2 mu@h bmador oconcept them thab .

of @mpl@m@mg whi@h may r@ﬂ@ct @nly a very pessive and narrow relationship
with the process of industrizlizetion centred om the performance of & limited
numbeyr of industrial sctivities im relstion to the total number of activities
required for the design, formulation, imnstallation and management of industrial -
activity,. . Ait@mpts %o inocreame the role. of the State in spearheading such . : )
partwi,patim nay b@ dictated by the need- to influence the employment y@li@i@u gnte
of lnﬂult?}.%l @nt@rpﬁri-@s whiech determine, the extent of H,a‘m:‘ by é’l@:mg by e
the lndig@nous pppulation at the plan level. . .. ;

w

o Gc Rawekl, "Problems of tecﬂm@logi@al a‘b@orpti@m im chim@g@
Indultry"g ﬂmer@ian Boonomic B@u@ﬁf& v@lo LXW’,, H@o 29 ‘May 1975, jppo 383=388°

8/ B S@l@g “"The Capacity to A-suﬂat@ an Advandbed T@chn@lo@“ serican .
Boonomic R@ﬁeﬁg volo LY¥I, Wo. 1, 1966, : , A
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107. U@v@l@pm@nig snd inﬁultrial d@velapm@nt in parti@@larg invol ves app&r@nﬁ
gonflict between sooial and private objectives and betwesn shori— and lomg—term
objectives in the impl ementation of development strategy. Thess conflicts cem
be equitably resolved omly if the primoipal apents of production in the imple-
mentation of the sirategy are members of the indigenous population whose .
interests embrace both the short— and leng-term rogquirements of production.
Extensive partioipation by the.ipdigemous population would also.imply that the
ptarting point in the implementaution of the strategy is the existing indigencus
technology, skills and ulnits of produciion however small, which correspomd 'to
the large base of available sizills. 4n opportunity mupt. therefore be created
for improved incentives for exieting imdustrial ocapabilities through informsl
training programmes and for modsrn skill. nultiplication schsmes through tele=
vieion and oiher media, Since what is czlled for is totel and purposive moblliza-—
tion and self-reliance which dspend on energetic and imaginative participation
by all sectors of the population, thers must be a continuous search for the
wogt effeotive forms of participation im imdustrialigatiom, espesially hy the
rural p@pulati@mo .

Go Iomestic merket ex

108, In Africe there is certainly mome relationship beiveen excessive dependensce
on foreign enterprises and lack ¢of research on product innovation appropriate to
the domestic market and enviromment. 4n imternetionsl firm choosess to centralize
regoarch activities in its home country because it worries about maintaining
eontrol over whatever production or knowledge it engenders since monopoly over
new products is the most imporiant source of profits. The difference between
export-ocriented projects and investmente related to import-substitution and
investinents oriented te the internal utilizailion ¢f resources is that in the
latter type of investment, local patterns or materials and weges and salaries
are diotnted by the need for market development to a greater extent tham im the
oases of imp@rt=sub-titut1@n anf primery  processing isf - export-oriented invesi—
ments. The need for industrialization- which depends primarily on doméstie,
subregional and regicnal mazk@ts is @@n@it@nt with nati@nal and sollective
gelf-rel iance. .

gion and imdustrlal devel opment

109. The priority imdustrial sectors must be ihose th@% pr@duce g@@@s which

dynemioc local and extermal demand, especially in the mediuvm and long-
term, =nd are likely to encounter mirdimum trade resirictions at :the.subregionsl
and regional l@V@llmDir@@ﬁlp'or indirectly,. the output of the priority indusitrid
gectors should esomtribute v the improvemeni of the standard of livimg of the
rurael wasses by satiefying thelr beslo needs and by providing cheap imputs for
rural ~beaged produstion.

110, The prieority industrial investments should be in indusiries capable of
preducing goods reguired espeoially by the rursl sectors in satisfying their
bagie privete and social needs, such sz the need for ad@quat@ and mutritious
feod, & stable supply of water, clectrisc facilitiesy -6heap -transport; medioal
end health facilities, clothing, and educationsl materials end in-indusiries
aimed .8%.iporeasing the variety of idpuis, thereby enhaneing. pr@@u@tive
capability. Thie is feasible if there is an fnorséase im effective d@mand‘f@r““"
2 broader base of products tham that provided by traditional agriculiural exports.
The production of traditionzl export crops hag in-built restrains, in termes of

the quota system ahd climatic conditions, on the utilizatiom ¢f domestic resources.
Effeotive expansion of rurel demend must depend 1t —e om food erops for the domestic
merket and on greater intermal specialization ari trade im crder 1o relate social
investment demand to the production of goods amd services.
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111, Owing to the pattern and deitributicn of economic astivities within regions
of individuel African ecountries in receni years end to. the undue concentration

on the production of export erops, large sectlons of these ccuntries pave not

been brought adeguately inte the "modern™ ecomomy of gainful productive sctivities.
This hep greatly affected the size of domestic markets for industrial - products.

The d@n@sti@ market for specific indupirisl products is also freguently further
reduced by fragm@ntati@n through the import of & wmultitude of brands in similar
functional classss. Erfsctive strategies for the production of input g@@d@ and
comsumer durables must thus entail reducing the mumber of brands imported and
standardisntion with & view to domestic merket expemsion.

112, The pooling of subreglomsl markets through subregicnal and regionsl economie
co—operation is an indispensable regquirement of marke’t exrpansion 1o supplement
domestic markets for imdustrial goods. ”

I1. POLICY GUIDELINSES FOR INFLENENTING THE STRATEGY
oo AT T3 BATIONAL AND REGEONWAL LEVELS

Ao Uéilisation of natural rTesdurees . .

113, The Africen couniries have abundant rescurces of various rew materials for
industrial use., Thess imclude irocn, coal, petroleum, sopper, tin, aluminium,

angenese and phosphates. For many yesrs these resources have been exporied to
feed the industrizlization process ef the develoned countries. Evidence has ’
emerged, however, of the sguandering of exbaustible resources which bhas been
taking place at the internatiomal level in recenb decades.

114. There are indioations that while the exhaustible resources of Africe are
being depleted, thr ecological E@I&m@@ ie also belmg upst by deteriorsting -
vegetation cover and advencing. degerts. Thus, Africs must rsce against time 28
regards the need for more ratienal utilization of ite resources lest self= - -
reliarice in development soom moves beyond ite. reash: Africe ought 10 inorease
ite national decision-meking capacity &s regards the uee of its resources. One
prerequisite is to fester domestic- epabllities in rewpect of techmologisal
ipnovetions in industry simed at the lecal utilization of -domestic rssourees.
These innovations may involve designs, products and processes which sould
produce imporiant changes.in the struetures of lndustirizal development of the
Africen countries. In this comnexion the integration of mining enclaves with
the rest of tha sconomy is of speclial importance., Immovation ehould extend %o
the development of reoycling processes for the re—use of maierials which are
now being thrown away. .

115. The extent to which the engineering industries exhibit thelr ezpacity for
continuous growth im production Wy ascquiripng additional skills and devising mew
technigues; new designs and neW edaptatiomns, le & meazsure of domestic capabilidy
to sustaln the contimuous techmological precess that is the charscteristic of
modern industrielization in auy gountry. Without such capacity, even if e
eountry has a bigh per sapite incomé derived, for @x&lpl@s from the explo? tation
of matural resources which earn foreign exchange; it is 63ill a "rich backward
country" whose good fortune hangs on the stebility of the exieting ltru@tur@

of intermational trade.
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116, Thus, in addition %o seeking imcressed met contributicms tec their publie
revenue and forels.. exchange resources, Govermments should teke acecount of the
possibllities for incressed employment; increased local purchases more Torward,
backward and 1at§?a1 linkages and greater aceess to technology and the develop-
ment of skills. The main point to be stressed here is that, from the point .
of view of self-reliance and 1mtegrat1@n9 reel benefits from resource use are
as important (and ney be more important in particular cases) than inmcreassed
finarcial bwenefits im the form ‘of zdditions 0 public revenue and Cforeign
exchanges resources. There is llttle purpose in geining foreign exchange if
the long-term effeots of such gains on ‘employment, skills, te@hﬂ@logyg domestic
Iinkag@sg div@rsifleati@n and quality are negetive.

B. Transp@rt and communications

117. It ie & fact that the development of Africam trensport and communications
hag yet to meet the criteria of speed and efficiemcy im the distributiom of
goods and servioes, in@lu@img ind~gtrial inputs. Inadequate transport and
communications facilities bhave pioved a major bhandicap to the development of
inira-African trade and contacted. In addition fo -improving the imtermal .
transport system, it is sometimes necessary for Governmenis to ‘intervens

in shipping. The exporis of African.countries are usually dependent om foreign-
omsd shipping 1in@-9 and irregular services can disrupt: Africam industrial
@pezati@ns and. exports. QConsultations for comcluding bilateral and multilateral
maritime tranep@rt sgreemgnis on & pooling vy peyment—clearing basis are-
necessary at & governmental. level in order %o ovwain certain fasilities and
ensurs regular shipping serviges at freight rates which do. not unmduly add to

the price of exports oF imports.
11.8. Traneport equivment eaccounts for a lﬁrgf ortion ¢f the enginesring :
goods imported by ..e developing countries. The establishment of transport
equipment manufacture is generally preceded by %h@ establishmnent of repeair amnd -
mainienance shops and enterprises produocing replascement parts. Such facilities
have the additional advantag@ of providing training in the required skills.

This does -not iaply, however, that these two types of operation @amn@t be carri@d
oui simmltan@Ously if the capability exists. . .

119, The. namufa@tur@ of txamgp@rt and telecommunication sguipment should be
promoted in a@cowﬂam@s with the requirements of the national economy and matched
by the development @f ‘other services indispemsable for the. efficient use of such
e-uipment. GCovernments might £ind it necessary to promote co-=opexation and.
collaboration withinm the outside the region in order to help to determine product
priorities.

2/ See &/@mm/m/gom@m 39 (opo @m)g Po 35,
V@lo 49 Unit@d H&tﬁ@n@ publicationg Saleg
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€. Agricul ture

120, In mogt African eountries, the major comtribution to the gross national
produet #till oomes from agriculture. The need for industrial support for
agriculture is well known, especlally as regards fertilizers, farm implements
end tools, oultivators, sprayers, threshers, harvesiers, harrows, engines and
pumps and other irrigetion eguipment. There is need for rescarch and d@v@l@p=
ment in this field {e.g. on low-ocopt prototypes, agriocultural mscainery and
fertilizers adapted to the specific needs of the soll, climate, ocrops amd
available labour).

b. Integrated rural devel opment

121, If rural development policles are to deal adequately with the productivity
problems enscuntered in the rural sectors of Africem countries, they must take
an economically integreted approaoh and provide for any soclial, peliticel amd
institutional sitructural changes thet may be reguired. Integrated rural develop—
ment impliee 2 series of programmes and actlions that are simed at increszsing
both agricul turzl output ahd employment es well ds the output and employment of
egro=industries and cther mutually supportive activities, In fact, the peliecy
network has to be linked simul taneously with improved techbunical sldlls, rural
infrastrueture, storage, transpori, distribution and marketing promotion
sotivities. MNoreover, it may redquire thaei farmers bave access to eredit
fesilities and technical ipformation, ineludlng information om variouw by-producis
vhich incresse velue added. This may imply the deepening of loszl rssource
linkages and possibly the import of complemsnitary imputs from other @ountri@sg
and hence the need for various types of mulitinational co-operation. -

122, Policy must go beyond the familier comcept of the interdependencs of Coo
industry.end agriculture, as represented by the commodity flow between the two
gectors, and might include indusgirial support of sgriculture (e.g., fertilizers
and ma@hln@ry) and industrial proceseing of agricultural raw materials (boib
Pood and non—Food proceseing). It is often claimed that steps have been taken
in this direetion, but the efforts made are frequently biaged im favour of

oash crops while, despite & gemeral impression’ of sccio—esconomic development

on the surfuce; the staple food situation in rural areas continuocusly deterior—
ates. Thies can be explained in part by the ecmoemitant change in the dynamio
demend pattern; which is becoming more favourable t0 non—focd or cash ocrops
than to staple foodstuffs. The extension of the lategrated approach to the
staple food subsector reguired &*non-conventionel policy emphesizing develop-
ment of small-scale processing indugtries, skills for thélr operation; mainten—
ance and repairs facilities for such industries, the utilizstion of by-products,
regearch and marketing promotion sssistance, national nuitritionsal polisies and
orgenizational and other infrasiruciure ﬁailor@d for the traneformetion of the
#ural siteple food subseetor.
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B, Information and ressarch

123, The development of local imventions within both enterprises and techno= - -
logical research institutions is a decisive fasctor in enabling the regiom to - -
achieve gr@at@r autonomy &8 regards indugtrisl technology. .The reasearch

effort @urrently being conducted im Africa is relatively poor ag compared to

other regi@mgg ncr doeg it lead to real. innovations responding teo the most :
burning problems of the African economies. , !

124, The negieoct of the sectors whioch characteristically generate teobnology

in the industrislization process, such as those seoctors whick include the
manufacture of industrial equipment, petro-chemicals and eleotronic products,

is one of reagons for the low level of innovation., Another reasom is the
laock.throughout the reglon of sustained imcentive for local .engineering experte

in the flield of industrial processes and plant. This applies both t0 engineering
consul tants end to personmel for the design department of d@v@l@pmanﬁ @@r@@f&ti@ngg
enterprises and public serwices. , _

125, There will be & meed %o reoriente exigting research @apabiliii@-g which .im-.
most of developing Afriea are now engrossed im the study of agro-biological
problemg affecting agrioul tural export CTOPS. Creaber emphasgig, should be placed
on research relating to steple food crops emd industrial t%£=?ology (including -
that utilized in the .processing of agricul tural proﬂu@t Steps must be
taken te develop appropriate manpower for such research with special attention
given to -the science and teshmology of materials and to engineering design end
power emgineering. GCovernments should algo activate technological ilnmovation

and diffusiom. Lo ’

126. One of the greatest cbstacles to research, development and ianovation im
Africa. is the difficulty experiemced by technologiozl reswvarch imstitutes in
establighing regular working relations with industyy. - These relations are of
vital importance for cerryinmg out the origimal purpose for which these institutes
were set=up, namely, that of providing infermation which.will ensure that the =
industrialization process is conducted in a manner more in keeping with the
objeotives of the economic and social development plans. African eountries will
alsc havs t@ learn the habit of exchanging existing indusirial kn@ﬁi@dge am@ng
th@mselﬁ@@ rather than with the: advan@@d @@mntri@lo

1270 Th@ Afri@an sooial and o@@n@mi@ syst@ms will fun@ti@n moFe @ffi@i@ntly if
improved imformation £lows to ‘the decision-making centres can be ensured. Govern—
menta should provide facilities for the producticm; storage, dissemination and
utilization of the information resources available; Efficient processing of the -
total informetion available entails economies im:the processes of enquiring,
c@-mumi@atlng and decigion-making, whiochk are highly complementary activities, -
though mot always in fixed proportioms. Since national Jinformation policy

11/ See B/CE.14/B00/90/Rev. 3, (op. 8ito), Po 4l.
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emerges a8 & problem of resource allocation, attention must be givenm to the
deeign of institu lons to promote compei mee im the utilization of information
by individusls, agencies, aud Lebwssn various +fricen countries cm exXchange -
bagis. Thus, & stock of information 6ém be gradually buili-up on industrial
equipment, .processes, products, sources, plant leyout, price quotaiions,
technology, markets, by—-products, &ic.

P, ‘Régg@nax and subr@giém@l @@sagérati@na

128. Economic oco—coperatlon ventures im Afriea have been oriemnted primarily to
trade facilitetiovn. This appreach is, however, besed on models borrowed from
advanced countries where thers is no problem regarding the supply of competent
logal ertrepreneurs im btoth the public and the private ssctors;y skilled mappowsrj
familiarity with the sources of raw meterials supply; the range of ohoice of
tochnology; produotion processes and production markets; inter-industry linkages
the availebility of lecelly-produced inputss & lerge output mixz {imcluding the
utilization of ‘by-products) or developed domestic mearkets. In developing African
oountries, on the other hand, eonnomic activitlies and output are characterized

by subsistence production, apd &f ective demand is restricted and fragmented.

129, The objeetive and mode of co-operation in "developing Africa should be the
creation and utilizeiion of Bew productive capacity, espeecially im the production
of goods’ and services for unse as furtber inputs for other industries or for .
consumption, This is partioularly true of bapic indusiries such as the meitals,
englneering, ch@mi@alsg agrioul tural huildimg materialg, and slectriec pover
indultri@gm .

130, The englnsering industry, especially, offers possibilities for co-cperation
even among developimg countries themselves. This is besause & high prepertion

ef the parts, @@mmoments and acceasories utilimoﬂ in the engineering industry are
gimilar or sre vruiinced by identiesl or .imilar productior processes, while the
nesds of & single factory are citen below the optimum economic sozle required hy
the advanoced production technology. It is mot claimed that engilnesring industries
should be developed im isolation; but we must teke cognisance of the fact that
engineering is = oreative ectivity vhich wurks az & catalytie agent for any levél
and type of industrialization that can be contemplated. The practice of comcentrat-
ing @mgihe@rin@ pr@du@ti@n in w@11=@quipp@d plants serving & large oumber of other
factorles could be followed im the case of foundries amd forges. The flexibility
im m@@hami@ati@m of  such. indusiries makes it possible to cope with certainm imput
requireménts of varioug industriss. Thus, the significance of trade among - -
participant’ Sﬁai@a depends not mersely om the absolute volume 0T valu@ tradsd hu%
on the @@lp@@iti@n of the tradeo P :

131, In order o counter th@ FToroes of foreign trenepationals, reliance lust b@
placed in tbe principle of @@=@r@&u@ti@n enbodied im African State—owned multi=
nationals odmpetent Go organise large-sonle industrial productions negotiate for
ray materials, technology and eguipment, erremge large~scale training prograomess
promote and support eub-coniracting companies; set up zroup comsulitency and
Tesearch services amd emcourage innovation. The imstitutionsl sfruciure for this
needs repongideration at both the macro apd the miczo 1@?@1@0
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1320 The @@on@mw z.mentive for co-operation must ‘be p@r@@ivad andlaeti@ulat@d
largely at the nationsl level. It is in the solution of nationsl problems:
thet the mejor gains in. economig .co—operation .are-to be found. Clearly, &
considerable degree of close programming of metional production changes amd -
planned output of multinationsl industries, preferably effected through lomg-
term purchase arrangements, will be required. Howevery; institutioms for the
enoouragenent of regional co-operstion withim the emgimeering ssctor fulfil
sertain functions that cemnot be adequately covered by formal planming. Su@h.
functions inelude the finaneing of intra-regiomal exporie of capital goods
the exchange of informatiom &% the reglomal level amnd the co—ordimetion of .

the production progzammss of the va,ri@ug countries @@n@@m@d apd will have t@
be p@rf@med on & muibim@ basiso . _ e

i+ & P POLI@Y %‘IDME FOR mmm&mm oF m STRATEGY , F@RE@NI
" INVESTHLNT AWD INTERNATIONAL @@=0PMTIOK I INDUSTEY T

&, Genereal _pr@hl U @f ext@rml d@n d@n@g in relation 10 investment

1330 Many of the f@r@ign d@l‘@t- contraocted by Afriocan countries to fimeca
specifiec projects are in fact for amounts much greater than the sume ectually
received. In certain cases, so much interest due acoumulates that the total
debt becomed unvredeemable, Dependency on mon—Af~ican countries for fimance
extende to those types of foreign investment that do not oreate potemtial for
domestic self-help. There is a monetary cost im the form. of dividends,
aggociated with this kind of investment but the main cosis agsoolated with
capitel- formation made on the basis of national resources, which aleo flow to
the foreigners in the form of profite. Lieny invesiment ccntracts algo imvolve
éirect -or indirecs payment for :Llp@rted c@nsultamy g@mrio@-g technical -ampowerg-
technology, sewi@@sg eteo . :

134. Amm:g %.h@ neny fr@qm@nﬂym@mi@m@d adverse @xt@m&l @ffe@ts of dire@t
private investment are the followlngs the development of s foreign emnclave.
within the host country; the stifling of export markets ory. alternatively,
their excessive promotions the failure to develop domestic research ad@quam@ly
end. to adapi imported technology %o local conditions more effectively; the
inadequate effort made to train and develop locel m wanagerial and t@@hni@al
talents the failure to participate more astively in @@mmity devel opment oxy
conversely, %00 active partiocipation in locsl matters; the phoney transfer
pricing practices followed within companies; the failure t0 co-ordimate
investment and production policies with the plamned priorities of & country - ..
and the failure -to make more purchases 1@0&11379 the deleterious effects which
this hes upon the developmemt of indigenous éntr@pren@umhapg t@@hn@l@@ and
genuine. management ekills and, above all,. the 1ikelihood t@ it will pmdu@@
a loss of @@nﬁkz@l over th@ mivaik@ -@@wr of the e@@nomsyo

;_;QJ See G.L, B@u%@rg Pﬁva‘nb@ F@r@ig@ Inve-tlen*‘u‘; in Development (@lar@mgn
Press, Oxford, 1973), po 200




04 /CHI /PCTA . 4/TR/S
mﬁ/cm 4/1%{@19{%
Page 29

B, Gunventional promotional framewurk for yrivate forelsn investmenth .

135. Poreign-owned private companies prefer export-oriented invesiment, mainly
to protest ur imprcve their competitive position at home or intermaticnally.
Freguently the market im the host country may be of Little or ac comsequence.
Erport=oriented invesitments tend to be profitable even im the short rum, and
they are highly mobile so.that, if conditions become lese favourable, the firm
oan and does move 1t@ investmenis quite readily. Also, investors are usually
reluctant to assume the risk of relying entirely on the host country for the
production of & full produet lime, The fallure of African cpuntries to capture
their shure of lasting advantages from foreign invesiment is mainly due to the
praciice of offering competing opportunities te forsign companies on Liberal
ﬁ@rm@ and p@li@;@so .

136, The point w@ bhave been atiempiing to make all slong is that.th@,prohl@m -
of dspeihdence on extérmal oapltal in Africa imitially érose from & pervasive
faith in the need to maximize foreign exchange; the satisfection vf which was.
pursued with such cbeession thet nothing significant wes dome to emhange .the
domestis potential for.industrial inputs, ekills snd techmological capabilityl
The result is that African ecuniries are now in & predicament where to 'Zed
access 10 modern imdustriel technology, &t6., they must associazte themsslves
with f@r@igm=@apital amdfbr must resort to trade and foreign esnterprise.

1370_Th@ Oers fa@t that an inflow of foreign investment may generats sa .
immediate supply of foreign exchangse, thereby relieving balance-of—payments.
difficulties; indicetes nothing in and of iteelf about the desirability or
othervise of such investment becanse subseguent transfers from the host to

the investing couniry im the forxm of interest, dividsnd; and principal Payments
and of indiregt payment for services, itechnology and other .npuis mway
@@n@@ivahly giv@ Fige to adverse effects on the temrs of itrade which nsed not
be r@@@gmigedn, Algo, forelgn invesiment may frighten off losal enterpreneurs,
causing them t0.spend lese on investment than they other wise might. Morsover,
foreign investment used as a substitute for resources obiainable locally implies
& negative relatiomship with local endowments.

C. Types @f imV@@tm@nta ‘oriented towards domestic rowth

138, ‘The 1mﬂu-traal strategy in the area of Toreign investment will reguire
host countries to exercise comgiderable bargaining powser imdividuslly or
Jointly in their relatiomships with investors,; in an atiempt o establish =
Toothold, in their domestic markets. At the mational level, it will wean the
promotion of market-devel opment invesiment zs well as government—initiated
investment. Market development investment is usually based on long—-term
congiderasions and implies & long-term commitment to the host country. In
the shert and. mediuve term, suck investment fregquently is unprofitable. The
investment. is made in resp nee to the general effsctivensss of the policies
¢f the host countries, the sizme of the locsl market, ite long-term potential,
@t6. As the economy expands, it may be feagible not only to reduce any
eoncesgions initially extended to foreign imyestors but alse to imsist that
ne¥ investors themselve grant ocertein comcessions in such arsas a8 losal
ovWnership, the utilization of loeal inputs in products and reinvestment.
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139, Govermment-initiated inveslments in@vitably oreate 2 high degree of
inter—dependence between the imVestcr amd the host country govermment. Th@y
tend to put greater emphaslis 6n joint venitures with minority partieipation
for foreign investors and on other comditiong of privete dirsct invesiment.
The ihcentives for this type of investment should temd 0 be specifie im
thelr orientation; i.8., they should relate to particulsr projects or
industries rather than to projects amd industries in gemeral.. The.imitial
high real resource cogts of such investments could Bbe justifisd om ground
that they yield 2 variety of inteangible nom—quantifisble external edvantagee,
guch as the development of local menagerial and technicezl skills; improvsd
technology end a series of bemeficial spill=@v@rs into other local industrlgao
The investment should zlso constitute ome step in e long-renge plam fo :
develep & fully-integrated basgic imdustrial ssector im sush fislde as ehemisals,
M@iflggjéngin@@rlngg bullding meterials and egriculiure., One other purpose of
7 " i
o SRR R R e S i BT e 1R ST s ey
140, The oriteri.f fused for govermmemt-imitizied projects is that projects
nust be directly initia%ed by the host country government by making an
expliocit offer to the. imvestor. This is not 2 guestion mersly of the host
country government's dbringing market opportunities to the attentiom of
investors. Tais type of imvesiment occurs primerily in response: to govern-
ment subsidies of ome kind or amother. Narket development invesiment no
doubt imelude projecte that are io some degree dependent upon host—counicy
gubsldies, and sush investments are therefore parilally the result @f govern= -
ment encouragement 28 wWell.

D, @@=@g@rati©n with d@vel@g@d @@untri@s

141, It would be with mubtual int@r@gt of th@ d@V@l@p@d and th@ African -countries
to co-operate in improving the quality and ecoeseibility of information om
tranenationsl corporatiomns. For example, bilateral tax trezties could be
utilized to facilitate an ewxchange of information on transfer prising, a11©@@=
tiom of Tized chargee and similar subjests. + -

{a) Inter—enterp yaent of industzy

142, Govermments may contemplate more-direct meesures thet would promote the
trend iovards co-operation. Arn example might be the establishment of industrial,
selientific and techmiocal co-operation agresmenis between & given indusirialized
couniry and a given Africam couniry. Buch arrangements in Well selected
industrial fields could be of bemefit to another develeping counitry:-outeide th@
Region, or théey @@uld be emacted- to cover particular subsectors with.a view %o .:
some speoclzlizetion of pr@du@ti@n between the twe contraciing parti@go They .
could stiputate & Lramework within which d@t&ll@d inter-enterprise agroements .
sould be esteblishéd. Interm&ti@m&l gub=@@ntra@ting AFTANZen .
important type’ of ;nt@rmgnt@rprig@ agr@{ment invelving ) partn@ruo Li@@ngi@g
agr@@m@nt @@ulﬂ algo be pr@m@t@du o e
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143, R@depl@yment of imdustry in the cumntext of inter—enterpriss agresments
sh@uld involve mot only ,transfers of pro.uction but transfers of technology
and thé éﬁa&ﬁmmy%&? Hedkets. Iubernsbivual congul tations o establish &
restructuted industrial system as endorsed by thé ‘seventh special session .
of the" G@n@r&l dpsembly would imclude the r@d@ploym@nt of seriain production
@apa@ities existing in developed countries and the oreation of mew industrial
facilities in developing countries. 1 H@weverg ifricen cguntries must
individually or collectively work in earmest to prepare th@ir position clearly,
lest the results of redeployment lead to the peddling of n@nsdynamic industrial
unite which will melither £it in with the envisaged industrial strategic frame—
work of Africa mor broaden the potential for domestic resourse utilisation,
gkill development and diversification.

(®) G@=@_@rati@n through joint ventures B

144, Afriecan countriss should be prepared %o distinguish fact from fiction whers
co=operation through jeint ventures is comcerned. Usually, firms undertaking
market-development or govermment initlated lnvesiments are more likely to -
participete in a joint venture or to accept & minority interest inm the business.
In such cages it is common to have local partners hendle the marketing responsi-
bilities because of their familiarity with. the language, local customs ahd
markets and the potentisl ocustomers. In the case of most export-oriented projects
marketing activities are not undertakem in the host coumtxry, and the foreign

firm inveriably takes the lead in developing the markets and alsc inesistse on
majority, if not.absnluteg condrol .

145, There. are “two categories of joint ventures. In Jme, local pariicipation
is prim&rily @ade up of private investors; im the ¢« ther, the local partner is
the Government. In both cages the cresatiom of joint venitures reguires some
tlegres. of @quality in the bargaining positiom of the looal group and the
for@ign entry. .The problem with having rrivate imvestors as locsl pariners
is thaet most sirat.gic decisions relating to funoction are made by mem im the '
overseas h@adqmarﬁerso Horeover, the local business elite whioh may include
political and military figures bensfit from such ventures while the masses
continue to suffer. In the extremé case, thelr power, status and wealth are
directly linked Yo the preservation of the "dependency" system.

146, In instences wherse Govermment is the pariner in & joint venture, mapegement
contracts’are -often wade 'as the main alternative to direct priveté foreign
investment in:the hope that this will facilitate transfers of knowledge, skills
end capabilitiss to. the local recipient.  However, even this facility ought %o

be closely examined:becsuse, a2lthough the host country retains nomimal comirel,
actual control remains-lergely in tlzhends of the foreign firms for the pericd

of the contract which may ldst for 10; 20 or 100 years., Under this kind eof
arrangenent, - the hope is that with time, when the country as well as the
recipient enterprise bave developed, actual control can be easlly regaimed

in the host country...This will; of course, be obvious to the foreign firm,
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which preamma‘bly ¥ill modify dite prices :nd ths gm@lity of the serviece it
provides to- ‘compensate for the fact that the srrhngement implicitly provides
for the phasing out of its affiliation with the local & enterprises. Thus, .

- & Joint venturs could turm out to be very costly and the max ent comtract
indefinite; No private foreign firm gives up control unless it feels there.

is comsiderable adventage to be gained. It is evident that this type of set-
up will be rationsl @nly if the time preference of the host country govermment
for astual @ontml is emell er if th@ immediate @@stl im@ur@ﬁl through manage—
m@nt cuntra@tl are 1om

147, It mu;l& ‘be useful to establish mechaniems and institutione a2t national
lewvels whereby co-operation between emt@rpri-@ could be stimulated; but such
megchanisms would have t0 enable Africam countries ¥0 go beyond the sitage of
being passive receivers of foreignm technology and know-how end. to engage in
edaptation and research on their own initiative. '

@ Go-operation with developing countries cutside the region

148, Africam countries should work im co-operation with countries inm other ...
developing regions im order to. @'levelop global strateyies .for industrialization
among all developing countries. Suoch strategies should provide for the
barmonization of policiess and plans as appropriaite and the establishaent of a
system or consultations among developing countries in specifioc sectors of -
production to inereese their share in world industrial production. Develpping .
countries could co—operate in underteking an inv..tory of their natural and
human resources which could be used &s 2 bagie for industrial co-operatiom,
the location of multinational (State) enterprises, the elabora@i@mg degign and
devel opment of mulﬁimti@ml and other projects and the management of public
enterprises. lMechanisme and institutions should be mede a.vaila‘ble for special-
igation in:industz, through 1 n&t@m a@@@memts at the su. reglomal, regional
and inter-regiohal- ]L@vellg 1 ag'well as the comtrol of transmationsls and
the co-ordination of" ‘policies in respect of forelfn rivate investment at the
subregional, regional and imter-regional levels." 12/ ~ = - ”

14/ ' Self-reliance can be natiomal , multimationsl, regionsl op multi-~
regionaly 1.8, 1% can be individual or .colleciive. This is understandable .
in @ region in which 26 of the 47 ind@p@nd@m member States have a. populaﬁi@m
of 5 million or less; 10 a population of between 5 and 10 m:llli@n and 9 a
populetion of befwoen 10 amd 30 million. This places lquarely -upon Covernments
end national communities, a@'lbmg individuelly or in groups, responsibility f@r
determining,with the assistence of Unied. ¥ations (including BCA) and othem .
agencies, the components of the mechenism -.f@r le1f=su§ﬁa@ing gmwth and
diversificstion for natiomal @bj@etives end securing and assembling these .
components and operating the mechaniem @fﬁ@i@nﬂyo This reguires two
- types of action: the identification a,nd preparation of eompoments internally
availaeble and sescuring ownership ama/@r use of components extermelly available.-
See the statement by the Breoutive Secretary of the Evonomic Commiseion for
Africs %o the sixty—first session of the United Netions Ecomcmic anmd Social
Council held at Abidjen from 1 to 9 July 1976.

15/ See B/CW.14/800/106, pera. 15.




