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A.  INTRODUCTION

The Co—ogeration between UNIDO and IBRD

In order to link operations of UNIDO closer to the more
investment-oriented activities of the World Bank Group, a
co-operation agreement was reached between the two organizations
last year. A special unit has been functioning within UNIDO -
a8 a part of the Executive Director's Office - since e middle
of last year. It carries out industrial studies, helps formulate
industrial policies and plans, assists feasibility studies, of projeocts,
preparing and preappraising investment projects for Bank Group
financing., In carrying out ita task, " our Unit collaborates closely
with the other UNIDO Divisions, Industrial Pield Advisors, and
outside consultants,

Until now, we have been engaged in industrial sector studies
in Ohana, Ivory Coast, and Senegal, and helped appraise a
development finance company in Colombia. Members of our staff are
now in Egypt partioipating in an Economic Mission, and an Industrial
Import Credit Project appraisal, as well as in ® appraisal mission
for a project for small-soale industry developmeat in Nigeria,

I am glad to be able to report that with UNIDO's assistance
in the appraisal, a loan amounting to $18.5 million was approved
in February to the IMT Traotor Factory #n Yugoslavia, to cover the
foreign exchange requirement for a substantial expansion scheme
costing a total of about $88 million. This loan is guaranteed by
the Yugoslav Government and is repayable over 14 Years at an anmual
interest rate of 74 per cent, the grace period being throe years.

The first IDA credit of 32.3 million to the Government of the Yemen
Arad Republic to finance part of an industrial estate was approved by
the Board of IDA's Direotors in February, again with UNIDO's
participation in the projeot preparation. Unlike World Bank loane,
the so-called "credits" from IDA oarry ne interest, but only a
3/4 of 1 per cent P-a. Bérvioce charge, and the oredit is repayable.-
cvor 50 years inolwding & ten year grace period.




These two reoent, preotioal instances involving the co-operation
between UNIDO and IBRD, already provide & answer to basic questions
about World Bank activity in the field of industry.

There is a booklet available which gives more thorough answers
to 136 questions related to IBRD and IDA. In addition, IFC has
informative booklsts of its policies and achievements.

B, THE WORLD B GROUP

1. Ceneral information on ERDI IDAl and IFC

The World Bank Group eomprises ihe IBRD and its two affiliates,
the IDA and the IFC. All three institutions are devoted to the
provision of financial and other assistance for the economic development

of member countries.

The World Bank was founded about thirty years ago, began
operations in 1946 and has now 123 member countries. It is a
Specialized Agency of the United Nations, as are its two
affiliates. At present, the Bank is the largest multilateral source
of development financing in the world. By thc end of June 1973, the
Bank Group had committed about $26 billion in over one hundred countries.
IBRD terms, at present, are now generaslly at 7% per cent p.a.
interest, and repayable over 10 - 20 years. All Bank loans must
be guaranteed by the recipient country's Government.

The IDA was established almost 14 years ago, it has the same
objeotives and the same staff, but its credits are on very
oonoessionary terms and can only be made to thc poorest member

countries.

The Bank itself reoeives its resources from the capital markets
in the Western World, in Japan, and more recently, in the
Niddle East - on oonditione in”*line with the world oapital markets.
IDA, however, needs contributions from the "rich" member ocountries
which in turn enable IDA to give oredits with a high "grant element".

o BuE—. - e
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The grant element is the face value of loan commitments less
the discounted present value of the futurc flow of rcpayments of
principal and interest, using the customary rote of 10 per cent
and expressed as a percentage of face valuc.

Average terms of loan commitments and grant element in the
period 1965 - 1971 ore as follows:

Maturity *(years) 17.0 - 20.8
Grace (years) 4.0 = 3,0
Intercst (¢ p.a.) 4.0 = 5.2
Orant Element (%) 32 -4

Recently, the problems of IDA have been discussed in the
public when in January the US Housc of Renresentatives declined
the approval of the soeoallad "fourth ID/~Replenishment". Atfhe end of
April, the US Government however, with itg 35.8 billion For;ign
Aid bill, inoluded about 42 billion for IDA replenishment plus
ADB* contribution, but this still needs Congressional approvol.

The third member of the Group, the IFC, was established in 1956,
to finanoc oommercial enterprises through investments in cquity
and loans (on commercial terms) without Govermmental guaranty. IFC's
objective is to stimulate private enterprise, the capital markets in
developing oountries, and the international flow of private capital.,

2. The role of the World Bank Groug in fina.ncigg develogment
g_z_-g;]eots.

In 1972, the total capital flow (excluding Eurodollar credits)

to all developing countries exceeded 319 villion, a 7 per cent
inorease compared to 1971, Of this amount, about §8.3 billion, ocame
from private sourcocs including £3.8 billion direot private investment
in developing countries including investment ir Wih. oflimectsds, but ex-
“SIBING : guppl fore: cradi ta, - Diroth. privithe invetnsht a) the oili seched
Wl been estimated o Sk Wllior: . Devnloning comirive <in. ~dM tion i
dre WbiW Y0 h~ie recsived from Murodoll~r. merkets ~i least % billion, ;
‘but possible up to A billion. Terms (1970-72) were between 5 per cent !
and 11 per cent interest p.a.j 5-9 years.repayment.

A,

*)  Asian Development Bank
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How does the World Bank Group fit into this overall pioture?

The Bank's and IDA's main funotion is lending for productive
projects which will lead to eoonomio growth in the developing
oountries. The Bank has lent over the past 27 years up to 1973, about
$23 billion in foreign exchange. Major scotors were as follows
(in § million: - related to arro-industrv -

Sectors through 1963 & years 5 years Cumulative
64-68 6913 through 1973

Agrioculture 456 621 2,589 3,666

Industry 550 118 598 1,266

Do 206 483 1,224 1,913

The: tetal lending 5¢321 5,030 12,849 aboutzs'ooo

wes as follows: (thfough 1963); (64-63);  (59-73) and (accumulative

through 1 73?
During the Fiscal Year 1973, (1 July 1972 through 30 June, 1 13),

IBRD and IDA approved 148 operations, and the amount of loans and
oredits epproved totalled §$3.4 billion, which is an "average" of
$23 million per project.

In 1972/13, IPC committcd equity and loans amounting to $147
million representing o total projeot value of about 4481 millionm,
more than three times the IFC share in total financing. In all the
projects in which IFC participated in 1972/73, and of the total
funds, 31 per oent came from IFC, 43 per ocent from developing
oountries, and the balance (26 per oent) from industrialized
countries.

Besides this "bankers activity", the Bank is involved in many
international groups and agencies, such as oonsultative groups on
various oountries, international research aotivities, eoonomio
development groups, and has sponsored the International Center for
Settling of Investment Disputes, and the Center for International
Agrioultural Rescarch.
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3. What is a World Bank projeot?

a) Basic requirements

IDA and IBRD loans must be for u specific projeot in a member
country, excopt for programme loans when these enhance the develop-
ment of a member country (prcviding foreign exchange to enable

equipment to be imported to support exisiing production faoilities);
technical assistance oan elso be financed,

A project must be teo‘nnioally, finanoially and economioally
sourd and of relatively high priority to the country. Management for
implementation and operation muet be adequate. There must be
assuranoce that the loan will be repaid, and that the loan does not
unduly burden the borrower country's economy.

The Bank lends to governments, or private or publio organizations,
if the regeoctive governments guarantee the loan. Loans ocover the
foreign exchange cost of the projeots, sometimes also some local
ourrency oosts. The borrower must agree to certain procurement
prooedures (international competitive bidding, among others).

Theae "official" dofinitions, need some personal explanations.
A €009 | mor. asupport is the 13 M-Rule" covering the essontinl items

whic =~ -ake up the nppraisal oriteria:
- Ranagoemont
- Merket

=  Markoting (sales)
- Naintenanoce.

If these aspects have been oovered, in a sound fonsibility study,
this is usually suffioient to Judge whether or not we have "a projeot"”,

Nost important is the menogement part - during the initiation stage
often represented by & person, or a department in a. ministry, whe is
really pushing a project as if their own well-being would depend on its
success - the only approack to industry which almost guarantees suosess.




b) How are Bank projects identified?

Govermments of member countries may propose n projeot to
the Bank;

Bank economic or sector missions may proposc projects
sometimes as g follow-up of earlier projeots;

Special Projeot identification missions are sent out by
the Bank;

Bank Reaident Representatives or Resident Missions may
propose projects;

The Co-operative Programmes of the Bank with UNIDO or
PAO (and other orgnnisations) moy identify and prepare
projeocts for proposing them to the Bank;

Pre-investment surveys financed dby UNDP may be sources
for bankable projects.

Inmdireotly, projects may be proposed by local development
banks, 4f such projects exoeed the finanoial capability
of local financial institutions.

Finally, tho Bank may be asked by other multinational or
bilateral agencies, to partioipate in projeot finanoing.

IFC projects, in addition, may be proposed by private sponsors
in tho borrowing ocountry, or from an industrialised oountry.
INC also fields speocific projeoct promotion missions.

o) bilising Bank Group financi
Bank Oroup financing can be chanclled in several ways:

Smnller projects - up to about 31 million invesiment

value ~ through intermedinte industrial finanoing institutions
in the borrower's country. In some countries, development
banks are designed specifically for such purposes.

Small and medium sired projects -~ up to a few million dollars
investment value - may be finanoced by IBRD/IDA, w!th
industrial loans and oredit:.*
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- Integrated agro-industrial projectc:
The investment integrates farm production, sorting,

packing, transportation (refrigc-nted trucks, ships)and
storage. These projects may i ighe future become more
importent for the Bank's acti.: y, and receive direot

finanoing, as a mixture of egricultural and industry-
type lending.

C. WORLD BANK OPERATIONS IN THE AGRO-INDUSTRY SECTOR

1« The agrioultural socene to-dgli the ooumodity problem
and related issues

In recent years, many developing oountries have beoome
disillusioned with the outoome of industrial growth, since
industrialisation hitherto has failed to slow down unemployment
and reduce mass poverty.

Although investment in agrioulture may not be as glamorous as
large steel and fortiliger plants, it is most important for the
economic development of the less developed sountries, and it
offers good investment opportunities, last but not least, through
prooessing of primary ngrioultural oommodities in agro-industrial
outfits,

Bven oil-rich oountries such as Algeria or Iran are paying
inoreasing attention to agrioultural development. Agriocultural
primary produots, however, =are very sensitive as export goods
although their prices - espeoially for non-food products -
are inoreasing with the internationsl inflation.

The Bank/IDA lending for agriculture in fiscal year 1973 was
ebout $958 million, and in the five year period from 1969 through 1973,
about $2.6 billion. MNost of these funds were used for irrigatiom,
dreinage and flood oontrol, 1livestook, and agricultural oredits.

The Bank, in its 1973 Annual Report, states that "trends in
the promotion and marketing of primary oommodities such as agricultural
products, have a major influence on the prospeots of most of the
Bank's developing member countries."




The heavy dependence on exncrts of rrimary agricuiturel
projecte with poor markot progpecte is difficult for smaller and

poorer countries whi-h hove linited domestic markets.

The Bank is thereforc in consultrtive status with
intergovernmental comnodity organizations (sepresenting hoth
primary producers and consumers). The Bark can aul must review the
probuble effect of Bank tiroup nrojects on ucrld sunplies and
commodity prices. ELxamples of such consultative errangenents
enoompass: citrus fruits, cccon, coffee, fots and oils, fish,
groins, hard fibers, ment, cugar, and vhent. Price forecact for
a number of primary agricultural products such s coffee, sugar,
octton, rubber, fats and oils ~nd others - cre a basis for evaluating
egro-industrial projects. Lny increase of nroducticn will re-adjust
international trade and orices, (e.g. palm oil production in South
East /sia - formerly an African domaine). The Bank must consider
such interchange between oroduction and nrices - because almost half
of the developing countries denend on o single commodity for more than
50 per cen of their total export earnings.

Weather and other netural "immuts" comnlicrte any forecast. The
energy situation in addition, ie changing the world nicture for supply
and demand for naturzl producte which previously had to stand up agninat
synthetic products, +to n~me - few - cotton ngninst synthetic fibers,
rubber agninst SBR and polybut-dienc, wood ~gninst PVC nnd other
plastic materials. Long range price Torecnsts; under thoese
unoertainties, nre slmoet impossible to roocomplish, +the more
since the interlinkage betwecn increased input nrices (fertilisers)

onc. agriculturel produot pricee, have not yet been clearly
e®tablished.

The Bank hns to an inorecsing degree worked on analyzing future
Bank lending policy for commodities, for exrmple - during the fiscal
year 1973 .- market proepects for sugnr were evnlunted. The result was
that sugnr produoction in developing countrics should be expnnded,
if the ocuntry enjoyed - comparetive ndvantnge. Supnly and demond
for sugar are difficult to forecest in the medium nd long-term;
history shows sharp sugar price fluctuntione.
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Another cxample is the industricl uce of herdwood resourecs.
The Bank, in 1973, conoluded that tropical hamdwoods - in Indonesia,
Malaysia, and the Philippines - could be explo ":’ .fering labor
intensive wood procescing opportunitici even in renote npens,
A good examnle of ngro-indusctry: furniture manufacture sould be re-
locnted, for instanoe, from Demmark to Weot-Africn (Ghano, Jabon) .
In Latin Americn -nd the Caritbeon, laree forestry resources orc awaiting
agro-industrial exploitntion. New wood baued nroducts may offer
additional export onportunitics.

I like to draw your ~ttention alzo to some lesser known
products based on agriocultural inpute - which nay well beoome
interesting - following the scarcity in, and price increcscs for,
hydrocarbon raw material. I am referring to wood chomicals such ac
lignin as a basis for plastios (replacing oil or coal based phor ! <ersins).
IFC has assisted, as another example, in the financing of a fu S
plant based on bagnssc.

Technological research on industrinl uses - especially in the
light of rcoent market developments for other feedstooks - of
agriocultural ronewnble resouroces mey become a major cbjective of the
Bank a8 well as of UNIDO. It would supplement the internmational ,
efforts in ngrioultural rescarch which otherwise are directed prin.% i1y
towards solving the food problem.

During 1972/73. a paper on "Development Folicy for Countries
Highly Dependent on Exports of Primary Products" wna disoussed
in the Bank's Board of Direotors. It concluded that onc of the
fundamental needs wos the access to major markets for agrioultural
products, processod primary products and manufactures exported from
developing oountries.

Processing of primary goods nny be a means of improving the
comparative cdvantage of a country. Diversifioation into other
primary goods is another alternative.




fewoe, the 3ty policr may be suilines as follows:

- The financing cf :ho new preducticon of primary ( agricultural)
products .- as such rroducts faee inclastis derands should
be limited, +to nvoiq price veductiont for the samo product

axported from oiker developing counteiesy

- Least Dceveloped Covntra. should rcceive accelerated assistance,
and realize their comparative alvaatage by implementing agro-
industrial projec 035

- Researoh in agriculiur.l naketing and end-uces should be
expanded.
- Trade and economic €%-meretion snong d:veloping countries

deserve nore support

- Export policies nad rotential, crc accorded particular attention
in the Ba's ccecnt e ari nmicet analysic.

The objectivas -~ policies ¢f the Vorid Pank, therefore, are
also in line =il UNITO+ s «"forte {0 assist in expanding agro-
industry.

The specific chellersa [or f¢ro-industry 1si-

- to create o higher roie of gowch tham with primary commodities,

" via ‘the agriculiural bagic production,

- to srente employment )

- to reduce poveriy

- to create industrin develonment ay introducing new technology.

2. mmmg.w.,éffsa.v;elt_.'lm.;_l;elsis@..;eéw_._ries

a. Definjtion a1d past 3Caivity (through 1971)

The definition of agrionlture - relcted industries 48 not uniform;
besides the n ¢’ :ing of primary agricultural goods, even fertiliser
ard tractor manufr:ture may be inoluded.
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However, in this paper, 1 am only considering those industries
which are based on agrioultural inputs.

B Group investment in iculturc -~ related industries - throgﬂ Y 1211
(basod on locally - produced agriocultural raw materials.)

# million
Bank /TDA IFG through loeal
development bargg_
Pood proocessing =nd
Beverages 34 25 34
Textile Monufeoturing 13 19 13
Tobaoco Processing - - 7
Leather and Leather
Uoods - - 2
Wood-based industries| 173 60 32
Rubber Products - - 11
Sub-total gl 220 104 199
Pertilizer 17 53
Famm Machinery 2 -
b. cent indust rojects oed o er considepration

Sy _IRRD/IDA

During the fisoal years 1971 /72 and 1972/73, IBRD and ID.. have
participated in the financial assitctance of 24 projects in the ~gro-
industry field, or closely related to agro-industry. During the two
fiscal years which of course is an arbitrary time span, the total
value was at least 3800 million (including two large projects ins
Brasil and Mexico with 3135 and %216 million) and IBRD/IDA has oontri.
buted to the financing of the total cost, about 3300 million (or about
38 per oent of total oost).
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The total cost for projeots which are in the pipeline, as
of March 1974, ocammot yet be estimated. However, ot least 3400 million
IBRD/IDA funds will be needed to finance 25 projects for which such
estimates are already available, which 18 an average of $16 million
IBRD/IDA per project, Of course, such "average" figures are not very
meoningful. since the spread between the smallest (0.2 for technioal
essistonce)and the largest (216) projeot cost is exorbitant.

Although the breekdown of all 65 projects carried through or
under consideration from 1971/72 through the present date may or may not
be charaoteristic,it ia still interesting to group these projeots
as follows:

(See Annex I)

Grouwp A (13 Projects

Genoral Assistance to agro-industrial enterprises, commercial farming,
integrated rural developmont, technical assistance, marketing,
infrastructurc and general credits to development funds which are re-
lending primarily to processing industries.

Orogg B ‘21 Pro]ects)

A(N_ﬂmﬂ_tﬂ related projccte based on commercinl (oash) oropss

4 tea and oottor projecte cach, 3 sugar projects, industrial
projeots for ooffee, rubber, palnm oil, grain storage and flour
nilling, fruit and vegetables, oashewnuts, export facilities, ete.

Oroup C (17 Projeots

Livesiock industry related projects: 8 dairy farming and marketing
projeots, 7 slaughter houses and me&t proocessing projects (beof,
poultry, mutton), general projeets in thc livestock industry, anmd
hide/akin preparation.

Group D (10 Projccts)
Wood-based industries - suoh s § pulp and peper projects, genmeral

integrated forest industry development, wood prnoessing, saw mills,
linerboard and plywocod.




growp E - Other Pro;ects

Special sectors of agrioculture, whioh receive increasing attention

for industrial purposes, are the livestook, and fisheries

industries.

Tishery industries: shore facilities, boats, marketing, factor: e,
'I?'ltrastructure projects primarily designed for agro-industry luc..

as rural roads, used for transporting seed cotton to ginneries, and

fibre cotton to cxport ports.

Between 1964 nnd 1971 the Bank made locans amounting to only
324 million to fisherics projeots. Examples were tuna fish export
operations, and shrimp processing for export. Fresh-water fish
farming is also expeoted to beocome more important as a Bank lending
cperation. Projects moy be made more comprehensive by including
shore facilities; wharves, boat repcir - o UNIDO activity in
Mauretania for instance - ico-making, and progessing facilities,
supply of boats and fishing gear, and technioal assistanoce.

The scope of projeots supported by the Bank has widened into
poultry processing for export, dairy operations, and slaughter-
houses and meat processing and packing plants which are inoreasingly
necessary foi beef exmerti, required by sanitary regulations in
importing countries. A recent example iz the Aiffioculty for beef
exports to Europe, encountered by livestook industrics in traditional
Latin American export countries.

A few examples for IBM)/IDA assisted projects are given below:
Exasple V1

Turkey Antalya Integrated Forest Industry Project (SEKA)

This Turkish enterprise intends to build an integrated forest products
mill to produce annually 182,000 obm of saw-wood per year plus

155,000 tons of linerboard or 90,000 tons of multiwall sack paper using
the KRAFT pulping prooess.
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The complex +ill include a 30 megawatt power gencration and
other offsite facilities, and ir exrecied to ot abous %170 million,
which places it among the largest industrial sregeety.  Financing
is expected from: T1RW - L0 milliom, g W15 . 224 ailiion,  to
cover the foreiom exchange requiiement: . Turkioh Lir~ will be |
provided by SEKA, ond the Stite Investmery Tk, |

Expmple 2:
Ivory Coast — 32¢ million investmet nocesiviste
A coffee de-sheliling ~1.t, T willion) ks e ¢ nstructed, with

an annual capacity of 00, 000 tran 0w Loellew cotfor bunns as
compared to an exnected c-ivec srotuntion i 1), of 260,000 tons.
The Government intencs tc buil? nine or these lantg, Als0 in the

Ivory Coast, thc Rinicfe rs3ietonee hone beon reouestaer for a

el

chocolate factory (about 3.} rillion), =ud tor e’idvle cil factories
for palm oil and cotton sced oily (~bout A million each), and 5
a cocoa butter nlant (about 44 milliorn).

le 3
& - Apple rrooessinge
An IDA credit of 13 millien has been unproved (total cost about

$22 million) for 55,000 tons of apple proceciing wnd marketing
faoilities, and related road investuent, aerial cableways, technioal
assistance, training, etc.

C. IFC activitx

The I, in addition, has iavested, from the beginning of
its operations in 1960 through Iy 1972/73,  about 3138 million in
at least 38 projects, whish arc relntec to Agro-industry, about
12 investments have been cormitted during the last two fiscal years.

(3ee Annex II).

IFC's aotivity has becn mostly in the mulp ~nd paper industry
(19 projects), food proceazing (8 projects), tamerics rnd shoe
manufaoture (5). Othcr industrics include sugnr foctories, oi} mill,
wood proceseing, and even shemicals (furfurol from bognsse)., IPC'a
oommitmente through June 1973 in the Tood and {ood pProcessing
seoctor, total ;28.5 millior, and in +the "uly Aaw paper sector,
3117.3 millior.

gl n B R R ol s WG Wil
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As an examplo for o financial plan for an agro-industrial
project, with IFC involvement, a project may bc mentioned in
Nigeria for produoing 37,500 tons p.a. of ocotton-seed oil.

dits » million
IrC 1.6
Nigerian Industrial Develooment Bank 0.8
Loocal banks 0.2
Total Credit - 2.6 (52%)
Ry
Nigerian Investors 1.9
Foreign Investors 0.5
2.4 (481)
Total Finanocing: 2:9

This project is predominantly privately financed, with international
finanoial, managerial and technical assistance for operations and for
marketing of the products.

The feedstook for this first oilseed mill in Nigeria is a
byproduct from ootton production.

In Venesueln, IFC partiocipatcd with 33 million in the finanoing
of a factory for production of animal feed from grain, supplying
about half of the domestio demand in Venesuela. New chiocken farms
oan be implewramonted based on this project's feed produotion.

In Zembia, IFC ocontributed a 31.2 million loan to finanoe a
$2.5 million tannery. The oapacity will be 300 skins per day to
produos leather which will secure the supply to an integrated shoe
fastory, which hed been financed also with IFC help. Zambia is
produeing enmually 72,000raw skins, 70 per oent of which are being
emported, and the balance virMally unused; on the other side, Zambia
imported its total domand for leather. This backward-integration
from shoes to tannery forme an illustrative examnle for integrated
agro-industriec.

IFC's assistanoe to DFC's which in turn may invest in agro-
industry, and in thc textile industries, are other important
fields of IFC aotivity related to agro-industry.
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3. Indirect Lending in Sectors related to Agro-industry
a) Transportation

One of the largest traditionel areas of Bank lending is tranepor-

tation, This in turn has an important impact on agro-industry - for
shipping agricultural products ‘o the factories (for insténce, cane to
sugar factories), and the processed goods to consumers, or to ports for
export pruposes, The asgistance in acnruiring special iransport equipment
- refrigerated trucks or rail wagons, refrigerated ships - may be of
special relevance to the agro-industry sector. In the five-year period
1967-71, the Bank has invested an average of apout #270 million p.a.

for financing of construction and improvemeant of about 6,000 lm of roads
annually, Over two thirds (length and cost) of these roads, will directly
benefit the agricultural sector,

In 1972/73, the Bank and IDA have approved 36 transportation pro-
Jjects with a lending volume of US $632 million. Many more projects
are in the pipeline,

For illustration Pruposes, major projects in 1973 may ve mentioned:

e

Project Total cost Country
(3 million)

Rolling stock 12 Bolivia

Railway rehabilitation 223 Turkey

(bulk traffic from agriculture and industry)

Railroad erruipment 44 Burma

Inland Waterways 24 Burma

Feedor roads for opening up access to 26 Honduras

agrioultural areas

Highway to open up agrioultural lands 19 Indonesig

Roads to assist agrioultural development 0.7 Yomen

- Engineering costs - (Peoplets Rep)

G SR AR W, . Ll 4
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b) Non-project lending

The Bank also provided member countries with foreism exchange
for non-project pnrposés. In the fiscal year 1973, for example,
$195 million IDA credite were approved for Bangladesh, India and
Pakistan, and a US .30 million IBRD loan to Zambia, mostly for finan-
cing imports of e~uipment asd materials for agriculture and manufactu-
ring among other purposes, to increase utilization of existing industrial
capacity. Our IBRD/UNINO Co-operstive Proeramme is involved in an

Industrial Import Credit appraisal in Egvpt which is now underwav,

c) Tocohnical Assistance

Technical assistance involves:?

gsector studies

selection of priority projects within
a seotor

identifying projects

preparing projeots

g
(
Pre-investment (
% - feapibility study for projecte

( = finanoing of oconsultant servioces

inyestment - training of locosl personnel
Stage - improvement of project deeign
General - Advice on economic programming and planning

Although lending for technical assistance projects is usually
provided from UNDP resources, the Bank does assist in this field, not
necessarily in conjunction with investment lcans. Last year, a U3 $4
million IDA oredit was given to the Government of Bangladesh for pre-
investment planning, feasibility and engineering studies primarily in the
agrioultural sector. These funds can also be used tc train staff from
Government agencies.

In the fiscal year 1973, a total of US %37.3 million were provided
for technical assistance (feasibility studies, experts, and training).
This is equivalent to about 4 per ocent of the loans and oredit amounts
during the same period. It is = for comparison - about four times the
annual teochnioal assistance deliveries of UNIDO.
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d) iocultural earch and o-indust> v

In 1971, the Bank, FAO, and the UNDP, cstablished a Consultative
Oroup on International Aericultural llesearch (CGIAR) which now comprises
29 member countries, including the Comnienion of the Furopean Communitiee,

With a total of about US %24 millio. - including IDA granis, the “Group

Ti1snoially supportal in 1973 amone otherw, Tnsitu*es dealing with

agricﬁltural research in tropical aTriculture, maize and wheat improvement

potatoes, rice, and cattle production ia “ropical Africa,

It ie not olear whether, and to wh-.t cxvent, such agrioultural
research could include preblems of asro-induatrv: Fon example, in case
of cassava (tapioca), the develormert of vrrieti.g vielding more staroh
and/or ocarbohydrates than convertional varieiiss, UNTDO oould play a
major role in forwarding such recucsts directing research towards the
needs arising from agro-indusiry, and modifying characteristios for
agricultural products used ror technica) purposes,

Pulp and paper manufacture from bagasse, i anoiher field of
such research,

e) Eduoation

Last dbut not least, many educational facilities finanoced by Bank/
IDA are in rural areas and theref re have tt least én indirect impaot
on the training of personnel for agro-industrinl enterprises. Agriocul~
tural Projects Courses are co-eponsored by the Bank's fconomio Develop-
ment Institute,

£) Credit

Agricultural oredit is another example of the diversified Bank
activity in the agricultural sector, The Bank funds are channeled through
intermediary institutions in the developin~ country, for instance,
agricultural development hanks and commercial henks . During the period
19691971, about $253 million Per anrum have heen lent in support of
agrioultural credit, which in turn has be.n used “op all types

of invest-
ment including afro-industry and even workin: eenital, "Credit" forme

a part of virtually all loans for rural development frojects,
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D. CONCLUSIONS ON THE IMPACT ON AGRO-INDUSTRY OF BANK ACTIVITIES

Although the Bank lending atill represents only one to two per

oent of total domestic and foreign investment in awriculture in deve-
loping countries, the impact is much ;rcater than this fimure weuld
imply; for the following reasons:

- foreign exohange is provided on relatively iavourable terms;

- the Bank carefully considers the dcvelopmemt value of its projects:
- the Bank assists in introducin~t better technologies;

- assistance to inatitutions is often provided:

- improvements in credit policies are a possible side-effect;

- the Bank's emphasie on project preparation (for instance, on
marketing, end product muality control) are often essentinl
to a project's success;

- ohanpes in fiscal matters (export bonus, foreign exchange allooa-
tions, tariff structure on utilitiee etc.) are often evaluated in
Bank seotor missions znd help to better prospects of agro=industry;

- int¥poduoing by the Bank of 2 system of project supervision benefits
the enterprise, and the Government.

The total capital flow in 197Z, to developing countries, is estimated
at about £24-27 billion (including Furodollar loans, but less suppliers
oredits). The World Bank Group's shere iz considerable in this foreign
exchange finanoing of about “3.4 hillionm.

It is possible to increase the Bank's involvement in arro-industry,
which was less than %0.2 billion annually. IMIDJ by helping to identify
suitable projects, and prepare feasibilitv stuldies, ocould foster such
inoreased financial assistance by the World Bank Group.
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ALERX I

IND AD IDA PARTIOIPATION IN AGO-INDUSTRY PROJEOTS »)

~ in 1972 and 1973
and up to Maroh 1974 #*)

Growp A: Oeneral Agro-indusirial Enterprises
Growp 3 Agro-industry Projects based on
Commercial Crops
Growp C: Livestook Based Industries
Oroup D: Wood Based Industries
Growp I: Other Projects
b —

®)  BExoluding Seeds Indve‘ry, Grain Storage.
Fisoal year 1972: ¢ Nly 1971 - 30 June 1972

®)  but not complete
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Genereal Am—indultrzal Jnteﬂrises

Project Country

ANNEX 1
Group A

Total
cost

IDA/IBRD

Credits to agro-industry: Brazil
processing beef, oilseed, milk,

other food and feed product~ -

to increase domestic suppl: ® ind

exports.

Agricultural Credit II1 - Tor Costa Rica
livestock, dairying, agro-
industries, orops, forestry etc.

Commercial farms and agro-industrial Costa Rica
enterprises for beef, dairy products,
crops.

Marketing agricultural products India
(training, fair trading, efficient
handling).

Agricultural Development Mund of Iran
Iran - lending to processing indus--

‘4ries and commercial agriculture.

Agroiultural Credit II for agro- Jamaica
industries, livestock, T.A., etc.

10,000 subloans for expansion of Mexico
livestock and crop nroduction and

of agro-industries; stulies and

treining.

Caisse Nationale de Credit Agri- Morocco
cole: 8,000 loans to farmers and
packing facilities operators.

Rural Credit - farm mechanization Philippines

equipment, fishing boats, agro-
industry equipment etc.

Integrated rural and liveatock Rwanda
development
industry - medium and long Turkey
™ oredit.

135

16.5

12

35.1

11

216

69

44

-/up to 15.0

-/9

8/-

-/14.0

10/24

-/22.0




Project  Country

Agrioultural oredit to Vojvod janska Yugoslavia
Banka to assist expansion and improve-

ment of production, prooessing and

marketing of agriocultural combinats,

eto.

Modernigation, expansion of Yugoslavia
produotion and processing facilities

of agro-industrial "oombinates" in

Macedonia: inoroase production of

processed meat, milk, wine, fish,

tobacoo.
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AMMEX I
Group B

_ Q&industg Proj'Lects Based on Commercial Crops

Project - éountny Total IDA/IBRD
coet

Agro-industries I: expansion and Algeria
modernization of Algeria's flour
milling inductry

Commercial development of palm oil Cameroon -/ 1.7
for domestic demand (jointly with
FAC and CCCE)

Engineering for rchabilitation of Egypt 0.2} 0.18/-
cotton ginning industry

Fruit and vegoteble production, Egyot
processing, marketing, credit
facilities etc.

Cotton ginneries, rice mills, T.A., Dahomey 12.7 6.1./-
feeder roacds, land development

Tea rehabilitation, recplanting,and Indoncsia 15.4 1.8/-
factories, including training and
extension services, marketing

Grain storage, olcaning, drying, Ethiopia

weighing, T.A.

Coffee processing (1I) Ethiopia

Rubber catate and rubber production Ivory Coast 33.4 -/8.4

(with EIR and COCE)

Rehabilitation of sugar industry; Indonesia 81 50/-
modernization and expansion of

factories, transport,extension service,

oredit P‘sane-growers, T.A. (not

yet efilctive)

Cotton ginning, development, Ivory Coast -/14.0
extension, feeder rceds, etc.

Cotton and seeds development - India 58 im
&innery rehabilitation .. o0il
crushing mills eto.

Sugar factory rechabilitation Jemaioa




Project

Integrated agricultural projects
for growing commercial orops for
export, and modern facilities for
prooeseing and packaging

Tea processing factories and Kaaya
training

Rural development and pilot rubbaer Liberiea
project, surveying rubber industry

Tea prooessing factories, foodcrop Rwanda
production, ooffeec improvement
and others

Cashew mut prooessing (40,000 t) /11
feeder roads improvement,
Gosso:4 nut research, eto.

Cotton textile industry expansion Tansania -/18
Diversification of agricultural Tansania 16.5 0.9/~

output: tea planting, lcaf processing (with Norway amd I1,C.0.)
factorios, T.A., road construction

Re-eruipping sugar factories, acouire Trinided and 21.9 -/12
harvesting eruipment, imggove Tobago
management and operations
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ANNEX I
Group C
nveltook Bged ;g\wtrioa
Projcot Country Total IDA/IBRD
—gost

Livestock including slaughtcrhousc,
refrigerated trucks, T.A.

Livestook development:

slaughtering,
portation

fecd-lots,
marketing, trans-

Dairy processing, marketing cte.

Dairy II (via Agricultural
Refinance Corp.)

Livestock dovelopment:
plants, otc.

slaughter

Dairy devclopment of about 2,400
dairy units, pasturc cstablishment,
storage facilitics

Livestook - dairy dcvelopment inclu-
ding (possibly) beef dcvelopment

Livestock - mutton proocssing and
on-farm itcme

Dairy production and processing for
domestic consumption

Hide and skin prcparation (as part
of & livestook project). Inte-
grated markct and stock-route
systema, slaughtcr facilities,
T.A., staff training, projcct
preparation

Livostock: meat proocssing, agri-
cultural marketing etc., procecssing
industrios

Agriculturc, dairy and poultry
produotion, beuf ocattle and shccp
raising

improvoment of milk
morketing

Dairy famming,
ocolleccting, processing,

Livestook development: new small
dairy farm tcohniques, largc-scale
bect production (570 cnterprises!)

Afghanistan 11

Unper=Volta

India )
India

Cameroon 14.6
Sri Lanka 12
Korca

Iran

Tanzanic

Tthiopia 7
Argentina  (in abeyamee)
Bolivia

Ethiopia 6.%
Panama 13.8%

9/-

28.2/-
50/~

-/11.6

1.5/-

10/-

/-

wp to -/60

10/-

4.4/-

-/4.1
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Project

Inrevc beef production, merketing
and prooessing

Dairy development ("livestook IV")

Livestoock - proocessing plant,
sarketing, surveys and T.A.

Livestook industry development -
introduce livestook and mixed
fareing tochniques (research and
technology orieated)

ANNEX Y

Oroup C
Country Total IDA/IBRD

— e

Tensania 24.7 18.5/-
Ethiopia
Kenya 21.8/-
Indonesia 1.2 3.6/-




ANNEX I
Oroup D
Wood Basad Industrics
Projeot Country Total IDA/IBRD
Forestry Industrics (PROFORMIX) - Moxi oo -/¥8.,0
sawmills, plywood factories, liner
board plant, infrastructurc,
forestry roads
Porost Industrics - sewmills, plywood, Nexico
newsprint plent, infrastructure
and forostry conservation
Pulp and paper Poru
Porestry based industriec - Liberia
incl. reforestation, training etoc.
for integrated projeots
Pulp mill and pine plantation - Melagasy Rep. 16 10/-
foroet industry development
Pulp production based on Vipya Malawi 21/-
forest reserves - T.A. only
Porest planting and wood proccssing Zombia -/10
FPorest industry: sawmilling, Eouador -/5.0
ocorrugating medium end linerboard, oto.
Newsprint mill and sawmill, Thailand 107

industrial plantations

Antalya Forest utilisation - Turkey
pulp and paper

-/0.36 (7.4.)
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ANNEX 1
Croup &0
Other Projcots
Project - Country Total IDA/IBRD
! o . . . Cost .
Fish processing - faotorics and Burundi
improved marketing
Modernisation of fishing industry:  Yomon (People's 4.2 3.5/-
construotion of shore facilities, Domocratic
ships, international marketing Republie)
Highways, seasonal roads used for
transporting secd cotton to ginnories Chad 3.0/-
fiber cotton export roads, steff
training; ferry-boats
Bighways (seocondary roads) to Swasiland 2.0/-

assist agricultural development
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ANNEX II

AGRO-INDUSTRIAL PROJECTS WITH IFC INVOLVEMENT *)

Country Project Year IFC Investment
3 aillion
= General Projocts
Colombia Pood Products 1960, 65 2.1
Chilo PFood Proccssing 1959, 65 1.6
Colombia Jtorago BEquinment - 1.0
Sencgal Vogotablo Export 1972 0.05 T.A.
Venozuole Pood Products | 1961 0.5
Philippines Purfurol from Begassc 1973 2.2
Growp B - Agro-industry based on Crops
Ethiopie Sugar Industry 1968 9.0
Ouatemala Flour mill 1959 0.2
Iran ~ Food Processing 1973 1.3
Morocoo Tomatoe Proceossing 1966 1.4
Rigeria Cottonsced oil and byproduotsi973 1.6
Tansania Sugar industry 1960, 1974 4.7
Venesuela Animal Pecd from grain 1969, 1973 5.1 ;
Orouo C - Livestock based Industries
Hondures Leather Tannery 1964, 1966 0.38
Colombia Animal Proocssing 1966 1.6
Zamdbia Shoe Manmufacturo and 1972, 1973 2.3
Tannery

T

*) Exoluding IFC investments in Development Pinance Companies and

in the textile sector
T.A. = Technical Asristance

|
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ANNEX II

Country Projeot Yoar IFC Investment

M

D - basod tries

Pulp apd Peper

Argentina 1960 3.0
Bthiopia 1966 1.9
Brazil (5 projeots) 1958, 1959, 66,69, T1 17.2
Chile 1963 3.0
Honduras 1969, 1970 0.08 7.4,
Iren 1972 4.1
Yugoslavia 1973 13.6
Kenya 1970 14.8
Colombia 1959 0.5
Korea 1970 5.0
Mexioo 1972 0.0} T.A.
Pekistan (3 projects) 1965, 67,69 14.5
Philippines 1970 5.2
Spain 1972 9.6
Turkey 197011 3.2
Qther:

Finland Wood Industry 1961 1.9

Colombia Parniture 1961, 68 0.2









