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1. DACHCROUN

1. Ir some pa=rte ot ine devslioping wrovld, especi. .

a Afrier, the La-
dustrie] strusture eomsiste assent ally on tue one pnad, o @ certoin number i
lerge~scale or medium—nized naductrics Tolon- o bo Torciemers or expetriotes,
tn ihe Government or io the Government and (orevn investors (mi—ed econony
em;enies) and, " the cther hwnd, of rel=tively lorge numsers of artiosons,

handicrafte and sobiage i1ndustrise operaced By oindirennus eroitemsn.  In

L;if;;i‘;("
cowntries, tnere 1s hardly any midfle clasas oFf moders but smell ranufacturing

undertakings owmed and sanaged b indigenaus entrenrenenri.

s

. The crestion, in A'ricen countries, of the jrrst modern indigenus
indurtries is an exceedinglv difficult tngi, Becmise of the laet of industrial
tpadition, the lac: of Imowledge 07 tochnicuc and monegement, he shoriage of
financic! rerources and the inadequate oredit-w rthiness of the indigeaous
population, the number of prospective ATriesn entroprensurs Lo erviremely
limited.

3. It ie the tag of industrinl ciiensim ogencies, thet is, of
national centyes for assistance in technique, management ond marreting, to
promote entrepreneurship and to heln in .he astoblishment and enrly operalion

of small-ecole industries. UNIDO is ecnrrving oul, at the pre ant time,
operations in a large number of African countries, aimed ot estahlishing or
strengthening irdustrial extension centres. Memy of these operations ara

alse comcemed with the establichment of industrial estrtes, that is, o7
tracie of lond with the lweoic infresiractue, stoadard frctories erected in
sdvence of demand and, in manv cases, COMAON Servich fae1lities such as &
mechanioal workshop with tool room snd heat treatment, ° testing lahoratory |
etc. The indusirial estate is, indeed, an effective instrument for promoting
mtmpmﬁrsbﬁp in smal)-scsale industries. ' |

4. In view of the difficulties of orienting Alriocans towards indusirial
activities, of the frot that extension ocentres hove heen cstallished only
recently, that their umially gmell staf? hes unt yot gained the aecessary
proficiency, thet financing is not rerAily availo le and thet there 18 a

soarcity of sound, "van':gble" proiacts, +he number 7 modern ipdirencus




indagiriecs remring verrs omat an st Africoa countrics,

5o It may he expectod thni, rmec £oecertoi qumser of ruch industries
liave heen sei un mnd a ricmons‘;fahnn has een node of vhot con e aceomplished
through the comhined ¢/ forte of the Goverwment ~ad o7 intemetional aad other
technicel co-operet .on progivmics, © hrea’ throush will Se achieved rad ile
promotion of small industries will presress Suriser vatil o spontaneous trend
towarde thair catablishment becones o otrent. Much effori, wwever, will heve

$o be exerted unt .l these stareu are recchod.

6. UHIDO feele thot, nm part o. this ¢fi~rt, and »1 addition to the
curreat and planned tocluiien! co-opereiion pro cecis relating to industrial
extension cen‘rec ond industrint cstates, there is seqpe Tor certnin eetivitien
involving partnerships or stle» fomg »f cr-operatinn hetween, on the one hand,
industries end certain ~rpanizations in the developed couniriss and, on the
other hand, entrepreneurs wnd supporting ineiitutione in the develeping
countries, especially in Afrieca. The purmice o7 the present note is to out-
line the variouc frrme which eue) partacrsuips ~an tele and the role which
UNIDO intends to pley in prwoting then.

*

I1. POMMG OF PARTRFERIUIP

7. There iz avidence thai » rumhor of Buropesn nrivete industrial core
porations, private or publie <.part 33‘#&312"‘*3 rna other institutions are
intorested in sale of mochinery and ecuiprment to developing eviniries or in
liconsing, investment cr inint ventlures in small or medium-sized industries in
guch countrics.

8. In mony oases such rvo ecis Talter »r eollanse el re mmterializing
because of difficuliies snd high este o7 earrying out preliminary surveys,
identifying local entrenreneurs, necuring !ncal {inanecing, o mplving with
administretive and legal recuirements and other reas-ms.

). There arc, however, some sasesz vhere various types of nortnerghips,
including ioint vontures, have heen successfully negniiated hetween Buropean
and local entrenreneurs Almret snvarishly, succets was nchieved, ofier
lengthy negotiations, owing {9 persevereni prozvection in the developing

<
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country By the Buropeo: invesine, ~ad b0 co=omopatiog N lancl cacs, movome

ment depariments and promolion agencics,

10. t ie the feeling of UNIDO thot speaict o0 pio e promoto ond
facilitate partnerships of diffcrent typer cre neccssory. Thesc parinorshine
should Le mainly develyped n /ifrica, “weoause 1% s in Lie coun'ries of thot
region that the ecreation of indigenmrus industrial entervrises is cmivontcd
by the greatesl diffioulties.

11.  The partnershins v other e -nperotive orrangemontis might tare the

following lomms:

(1) sale of mucliner and eguipment ot liheryl ornditions, such ae
instelment oredic granted 1y the foreiygn manufactu er or ex-
. porter oxr lhe loocul imporiing ageat. OLter-sales services
might also L provided:

(11) Sale of machinery ard equivment with proviaion of cervices of
teclniciane f~r the time necessary 1o instzl ond test the
machines, and train lonal percomael in oporating, maintcining
and repairing it-

(111) Secondment of mensgerinl and/or techniocsl persmanel to solve
diffionlties in an existing enterprisc in the African country,
w and train ite &rafl ac a mle, suck co=operation would he ex~
vended to an Afrioan enterprise in which the {nreign ompany
has some ‘ntercst:

(iv) Training o® persomnel from the Africrn emterprise in the factory
er office of the foreign co=opersiing company: thic too would
pormally ve provided ta nn aszsocintsd enterprise;

{v) Bubcontracting arrengemcnts for the produstion of part: and
oompenonts by the Africon enterprise on order of tae foreign
co-opereting company: thete parts and oomponenie are to be
incorporated in the prodvets menufoaciured by the foreign company:

{vi) Aesistence in mar-oting products amiuisctured hy the Africen
onterprise in the country oy the /oreiy: onapany or in nther
oomirice, includirg, if need be, dirvct 'mrchasing of »




given scrcentige o7 thesce prodac s o7 X CoOrCifn COMmprnyY
“ar its otm use Ar {or resalcs  there items e i to Lo ine

corprraced in the produe’ s of the forelpn compan’

(vii) Lieecasing nad {ranchising agrecnents, wilch night invelve
riganninl pariicipation ~nd tomebnienl rosigltomcs on the part

of thoe Morelgn corpany:

(viii) Jaint venturc in the ATrican enterprise with eculiy narticipaticn

and co=managenent on tho part of ths foreign industry.

12, The ghove arrangoments would not e ewmeluded b the oreign company
ag n philantropic gesture. Thoy would be commercinl onorctions motivated
either by profit, desire to ~pen mertetn for machines, components end othor
products, using lscrl raw moterials and other considerations. Thay would
neccssarily be expeected 1o pay bacly, after a tmé, the initiel i.nv;stmtnt and
other operstional cocts o” the foreign partner ond cventunlly to provide for
roeinvestment in the Afrinan entorprise. However, il is ovident that, under
the conditions surrounding such operations, some costs ineurred by the {oreign
partncr w.uld, in the initial perind, limit 17 noi econce! out any profit or
pey-inc's.  Trecte! ccsis and subsisteace Auring prospection or preliminary
nerotictions, the salaries commanded hy fereign technicians and monogers, the
oadded ndministrotive costs of instnlment crodit, the conts of training and

other special eommitments would be high. Unlesg oulside agsistance or sunsidice

are available, these costs would have the result of lengthening the maturation
period of inveotment and of deferring the time wien normal returns may Accrue.
As will he seen belcow, the proicct deseribed in the present note might comiri-

ute to reducing such costs Tor the co-opurating cnterprises.

13. It is guite cloer that cnterprises int-resicd in partnerships in
Africa must be propared to carry out prospection and aseistance activities and
baar coste in exocos of those they would have 1o cesume in similar operations
in their own or other developed countries. Their cxpectation must o that
developments in the Zuturs would justify heavier initial efforts. Thus, gale
2f nachinery on the inetclment plan and provision of services ol techniciens
to get up and operate the {irst few cnterpriscs might lead, through demon-
gtration end pu licity, to urther orders L7 other enterprises ot nore romal

ik
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veloping countr’. Seeoadmnent -0 momsgors rand Leceneias oo o o craated
company would not only lensiit the foreisn agercipic Yy aesciorat ng the
echievemunl of suaccasiyl snersiion it ogiald aless v pameidersd by L
{oveign compary 2u a Tor of invesisont o ‘nmen v "%‘E}‘“‘%’S%zgw; sifee 1in
monagerial and tochnioce! persomne! seonded o ths 2P ema eompony would
aoguire, through expoasure t wemal 2ed 440 Tientt gonditions, & mivetics!
experienoe which they ewld not gais at fovse.  Thie oxpevieaoe would Yo of

groat veloo to their ocomplay wiwa ihey pelum (o S0 )

4. The ownt veature ie ths elasest [ope i sartasraiip eavigngsd here.
It involves cowownership faad. as o rale, eresnagement of tle induetyin)

117 eapital

enterorise. The participation of the forigs portesr i otal oo
) !

M

should normally “e of S0 per ccat oy loes, “ud At sore. Tae foreign portner

wmild “ring in the machinery, oouipmant apd gporve pormis 2ad tie serviecs o) o
nager, cngincere ondfor tramiciens and oihor oodres 10 casc of noed,

he mighe shar: in the wortungy eapitel, ¢.g. Tor the preecurcsent 7 row

materiale. Tho national poertner would “riag ia laad, “wildiagy, & co-monnger

and other cadres, sunerviscry end opereiing porsoanel and {Tiee emplovecs,
working capital eto. The authoriiv and wesponsi™a ity ol eieh pariaer &b id
be clearly defincd. mt should allow {or the develepeont o
indigenous menagemcnt iy the Mreign poriner.

15. It ic likely, howover, i(het the value »F the machinery «nd equipmont
hrought in Yy the foreign pariner might often syeeed hat of the land and
building contributod “iv the antions] rortner. In thet ense - mnd in others
r8 woll - part of the foreign cmiri™uiion t- fixed cnpitsd might "e dn

‘41/ Such ventures might elso allow €or minority equity porticipntion Trun
the Qovemment or tho development boa'™ of the Aipiew ecwsrtry. Thy s meoht
help in giving con®idemece tn the foreign nvesisr wnd Taei’yising the
opening of eredit for curreat neods as wo!' as Yor the Joure oxpanslon
of the en‘erorisc.




eguity and »rrt 1a eroc Unevioae ¢ e 0T v DR pationnh phImiawr
might hegwn o fter vz sy b oend VT Doerody FRRTR S RN SIS S Pl RN
Toig ryeten woold hovs e srventooe o0 redueing o ot o0 che {arcsem pariner
ond of wnerescing e mint e 0 ihe aotrons ]l pnron o

e & gorat wemiure Aot o or wito Tororn Thew cotaer nererment,
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commitment; ~n the norl o7 the Jorsioy derinere, 1o uy ooriven noreeniage of
the finished produvets or v nele i eor ofior Ven, 40 ool modpewer, ond
other specind i limntions. The soriner Jop wonld rac b i o senctudoed Jor

an indelinits period. Tdeally, ik jetionel ontre reneur shon'd heve on option
to my out the foreimn portierts soore snd e ot re s an Bl owm, aftfor the

enterprise aad its neliorn! personael bove Twmeeme eeli-mupporting. Thin

Finl oo tggtive . tho voptube,

which is, i» » Torpge oriont, © - help wn Africs crterprise in the diffiecult

5
#

S Hwever there are mutual r«lvonioges in a

infant and adnloseent stogcs.
pemmenont partncrechip, espeeinlly i nn oxpori mar:et is " c¢ing ploaned or
developed, This would eanrure the aved e lity oy morkeling erpertise and
antrée {0 marrete. I would alan onssle the Timm to Teep abreast ol now trenda
and developments in teelnology. 4 permanent partinerscaip would hetter meet the
purposce of the fTorcign partacr, which, g stased carlier, cannot be entirely
disintercsted. It would Yo desirablc, however, i{, when this hecomos possible,
full monogerial responsibilitics were ta'en sver by the Afeicrn pariner, the

forcign portner ceping his cquity ond shore o prodia.

17. Imn & jeint venturc, the saleries commanded Ly foreimm menagers,
engincers and other oxecoutives wuid, 17 paid out of camings, exert n
considerahble dru.n on these. The excees of their stloaries over those paid
t2 the notional counterport personnel might nced {0 Le abserned iy subsidios.
The subsidies might be graniced Tor a specified period of time and might deecrease
Trom yeor to year as oorporate caminge inersene. The subsidies might De paid
iy the "pareat" foreign compony or, conceivarly, by the Government of the
foreign eompraryte couniry, under [ts “ilatcral teehnicrl coeopereiion pro-

gramme, The pogsisility [or UFIDO of aszisting in this arcn ic currently

& 52

P R W

7:’/ n Lhe otheor road, giving the Torcisn portper the ontion of m;l},ing out or

nf tuaring the zhare of the anticncl portner eould ¢ detrimeniai +0 the
mniess or be inesasistont with the narpase 7 the den , whicl ig to
enourne 1ndioontug catertrigo.
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under studr. Under the sciieme under conticorstion, cyccuaveos woulbd o«

piaced By UNIDO »n widustria’ cnterprices u emdiione ciml~r o theso
under which operationa. and admiristirotive pzroomncel Lo placed an yovemmment
deportments in the devel-pingcouniry o (Opcrationa) fiseivizee: - OPAS). Under
this system, the Uaited Fotios reoru.t cxeeut:ve personinel and per the

differonce betweon thicir cetunl saloary and the loen) remwiorotion.

18. Tt is wnliliely ihat eiant venturces might he negoviated in very
smell industrics in which lae initial eosts vyould e relatively high cad the
prospeetive retums tno small to e of irtcrest to any Toroign invector.

o}

The size range of suitahle indusiries would seem; in general. to he of

. . 3 .
$ 50,000 t~ § 250,700 in machincry ond equipment. / This range would appear

to corrospond tu .he threshold at which the interest of the foreign partner

might he aroused :nd to the ceiling of the finencisl resources which the

national partner would be able to muster. There might “e lower limits for

cortain industries roquiring rela*ively small investment, e.g. garments,

woodworking, oeramics, loather, ote.

17. Joint ventures can be concluded only in couatries waich have no
rostrictions limiting drastically the percontage of foreign ownership or the
degree of foreign control ia monagemert nad which arc prepercd to give

agsurances no regards the futurc in this resncct.

I1I. T PROJECT

20. UNIDO pruposes to arsist in bringing together prospociive partners
from developed and doveloping countries — as is heing done under UNTDO's

Industrial Promotion Sarvioce, of which the presoent proicet is o variant -

and to facilitate the implemeniation of thc wvorious types of partncrships
A two-wcy aystom of ccllection and dissemi-

described in the present rotc.
astion of information will necd to be Luilt up in the developing and in tho

industrial countries. As statcd enilier, the project willyat any rate in the

heginning, be limited to African cownirics grutli of the Sahora.

-

e

}/ A frequmtly employed delinviion of
manufacturing enterprice with o capital in lixed assots (mechinery
and equipmont but execluding land and Luilding) not ercecding the
equivalent of % 100,000. Tic industricr comsidered here would he
emell-gscale (upper range) to mediun-sized.

r

asmell-seale industry i o
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Action 1n /frican cuwmirics

Ao A fudrmento]l eonditing £or the suecser of SaTrtershlp speration
inoan Afrmean comntry 1ot omlist the ar=aperatiom of 1eal premotion ~ad fi-
nancing orgrnizationcs  amel) andustry depariment 0 o Minastrs o) Incustry,
industricl oxtension conire, devel-nment corprrotine or Acvelopoent han't end
eommercial credit istitutione.  The Lacsd Chanhiore of ecommerce and .adustry
and “ther iadustrinl nscocintiors have - particulerly mportant vy'e to play.
The scorch for - prosnective nntional citrenrencur with the reouired leador-

ship and other Lncic qualifiertions e he earried sut cucconafully only with

the heln of sne or several f thes. orpanizotinne. -
22.  Tht co=nperatioe of oxperts in the ficld is no leos cssertiai. Por

this reasom, the projcot provides [or o joint offrt by experts of UNIDO, of
the specialized agencics and of hilaternl oad multilateral technical aseistance
agencies, for the identification of guitable nrojcets nnd entropreneurs for
possible partnerships. Some eomplementary assistonce and followeup cotion
might be undertalen under UNIDO'= tochnical co=operntion programme.

23. UNIDO intonds to send copies of the present note (in English or in
Prench) to the Resident Ropresentatives ol the United Netions Developmeni Proe
gramme (UNDP) in Afrioan countries for diztribution to the following persons or
argenisationsy
= URIDO small industiry experts, ~thor UNIDO experts in industrial development

and UNIDO ficld adv’ ore:

= ILO and FAO exncrts and regional ndvisers (aftor agrocment with their organie
sations):

- Experts serving in 'fricn under bilaternl, multilatersl and other progrommes,
including those of organizaiions such os Ford Foundation, 3nciétéd d'aide
technique et do ooopération (SATEC), repreeentatives of the Europess: Dovee
lopmont Pund (PED) oto., (after agreoment with their organizationn):

« Rinistrics of Industry, contrcz for the promotion of indigenous enterprises,
industrial extension centres, development corporations and hanks in African
countries, Chamhers of commerce and industry and Nationsl Committoces for
UNIDO ir African countrics, wherc thosc oxist.

24. These poersons or orgonizations will bo requested to forward to
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UPTDO, throwzi "he Resifznn Bopr sonts ov o n Shpmactiom e 0 Vet un

ivpes of partaersiaps woaeh oponetr Lt desre 1 s VL N R AT Tin o

Eal]

hoodonc after A suritole anduciry ol Liph trormt s L o poee amerod b T
fonoiile rad oo Adctnil’ed pre-inv etmont ofadr o7 th- CRTCPPTLSC e ceen e rried

i

out ady o7 pumeshie, Aafior o oo elw catroproneuw hoo coon idoatilod.
The propocals [or partacrships nhou'd < drown U TR Cl-onoroironl wikh the pro-
Antion ond {vitneing ~uthoritic s 50 e Siriesn o wmbry omoecemod.

¥

e UNIDO would ~Yn0 470 ¢ some “urther setion.,  In onae o) need, g wonld
provide cumpliemeniery tesiatince through short-oorm | vnert wissions under the
techmienl eo-nporation nrageemme o, Thens alould Ye reguerted v 3he ovornment
of the Lfricen eouatry comecmmed, through Uhe ususl chrnncle. Sueh mie®iong
would he undoria on Hrineinniiy to mele a Jotbrilad nre=inveotmont ciudy ond
finanecing plon of the proposed industry, 17 the UNINO erperte or loenl
authoritics in the countr: d» nob have the noccssory expertise in the field

wnder consideration.

26. UNIDO might algo prvide, ot the request of Governmonts, thc services
of experts to give advicoe in technique, management or mar-eting to cotahlished
enterprisee involved in partnerships. 8Scme Tellowships (or troining Lirienn
chdres oversoas, o.g. in the nosicinted foreign compeny, might also o mede
available by UNIDO. As indiceted earlier, the possidility ~f using the OPA3
system for providing excemtive personnel in industrics ‘oing considerad.

27. While UNIDO econnot, for obviouve reasoms, »nrticipate in the invest-
vent in joint projcctn, it might, upm roqueet, foecilitate the negotietions
hetuwcen nnriners, through exnorts, consulicnts sr ficld ~dvisars.

20. The two-way channclling of information would Te ecrried out Yy GHIDD
on & ocontinuing hasis, JAction will alse he $8'en on the oceamion of the in-
dustrinl frirs and other aschemes in African countrics, wherc the Industrial
Promotion Sorvioce of UNIDO is in oparntion.

Action in ipndustrial countries

- oo

27. UNIDO will forwerd the infommetion reoeived from the Africen countries
to potentiel partmers in tho industyial countrice. It will aleo invite
potential partners in the industrial couatries in send it offers of pasers




ships I r 'rensnicsion Lo e Mreld.

30. Tt woudd o owvery naot 1 N NN ALIEF- TN TAR o ST cngh
ageney served an o fhenl o print o gnr theo ago=r s oo wtrect ceane L ingr
af infrmmetion on oertncrshing.  The Chow'ors £ G merec oad Trfusory R the

industrial oountries scom o e bheo 10t aAPORTY b 1Yannon coonioios For

this purposc. Tue Netional €eoamittecs for UNINDG, uboln ther Lvirt, would

e invited to eo-vperale in tie impiomentnioon o bl prooeer

21, UNIDO intends therciore B0 msn{} eanics o 4his note to whe Chembers
of Commorce mud Industiry ia coriain it ;du el counbrers Cor distritution
among intorested indostrics. Copos will alen he noat to the Metioneal
Commi tteog for UNIDO w’ to corteun institulioac rnd goverent doportments

in thame emnirices.

32. In addition to casuring iho two-woy Viciaen Cwotweon UHIDO and e
wsiness commnity of their country, the Chomhers n{ C)mmrcw and the Netional
Commi ttees for UNIDO in the indusiriel cruntries might induee their own Governments
40 participate to some extent in the proposed scheme, TFor instance, prospective
partaers fram e industr i~1 country cor experts might,undee the iilnteral teci=
nicnl eo-operation programmo, undortslce pregnection war, cnrry out feasi ility

and pre-invostment studier ~nd assist in the sesrch and identifiention of
entreprencurs. The services of cxperts might also e provided for ndvigory
gervicos to cstablished entorprises. Subsidies might Yo given for ofisctting
the high oosti of managers And nthor oadres scconded v the forcign cumpany.

Fellowships might be granted for training nf Afriecan industrial poersonnel in
the industrinl country.

33, In some industrial countries, a few priveic »r semi-public organiad~
tiome interested in the promotion of such nartnersiips lave hoon sot up. These
organigotions are usunliz non=profit meling foundetions or other eorporate
bodies. They normally charge feos for their services, m & nr=profit no-loss
basis. In some cnpes, they recceive subsidies from thoir Government. Their
income is dorived from fees tfor services crionded 1o the prospeotive industrial
and other pertners in their country. The suhsidy, when svailahle, covers over-
hend oosts. Their activity is onrried oul in two miin directions: (i)
foasilility studies and other surveys and prospection wor's in the developing




countrics, ond (11) contncting ontoerpriae: 50 vheiv ywn caantry, nd e esiogy
i the estoldishoent 0 partnoersaipc. The coetting ap o such oretsy ool oms
deserves 1 e enechurngod T the Goveraneat o7 theer countirr.s Thatr setion

might e of emsidercble help o the nroposcd sehone.

Moo AV the promatiot and arsisiance denerohed ahove will nover ohwinte
the nced Tor the prospective {oreion pariner to eonduet negr nilons i the
Lfricoit coamtry iteelf. T fie Tast sanlysis, ihe portiership deal will put

in prescnce the twoe interestod partics, and them 2lome.  Morewer, faull relionce
for progpecti i cannot oe ploced oa ~viside persens or nrganisctions. Much
should evidontly Ye done in the {icld 'w the intercoted foreimm commeny visclf.
Among the important mennc of neti-m which such coapanies should adopt would be -
apari from the entelogues or lists of mochinerr which they eould osupply - the
preparation of apecial pamphlets denerihing in detait eomplote sunll-senle or
medium-3izod plants which ther could help insinlling in Africal eorunliies under
parinership agrecements. Such pamphlets, to ¢ insucd in Englieh and in French,
should describe the products, employment, list and price of all the machinery
oand oquipment, layout, flowechart, annual production plan, working ecapitel re-
quirements, tochnology, meterials nnd cnergy consumption, materials handling and
storage, floor space roquirencents and antieipated profitchility. 8Some informo-
tion should also Lo made available on the epecial services (instelmeni oredit,
training, soconding of oadres, purchasing rmd marcting of products) which the

foreign company wight be preparcd to oxtend.









