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INFIROBC 10N

1. Inmatmant decisiona am a whole gonntitute probably the wont important
influm ce 3n the fature ... me f wconomi ievei~mert @f & ~cuntry
Industrialization 16 11 fact bso ' o . Lpies g sovest. st e ey Uik e
e two complemetary wayre o0 4h P e and pactoiern nf Qv o ateent ege pto
its influsnoe on the acorony - a1 tie one taand, tnveatent reaten ey
capacity for srofucine additionad Sutput Wi o6 the Ather cand .t peaten
neW jobe and purchasin; o mr i1 tie cronory . This jual role of | veutmpe-t
nakes [t eapertial for the COWRTY 'S pilcy-makers tc 18°°18a ways o means
of influencing invweutnent 1o 1sione, & to e .ile to *teer ;- eoonLmy

acoording to national econo-i: and so- L.} ,Tior, . ieg,

2. T extent to wich, and the fomr of lew, & rovernser . ~&n 1nClurace
investment decisinna vary frov courtEy tn ~cuntry, depending or the ape i1
scoromic and political inetitutions prevalling. In a righly centralisei
soonoamy, the tovernmert usually makes 1| t . import .nt iecisicre in tue

sphere of investment ;lan-ing, whii® in + + reet-orients | “COP M Buch
decisiens «.» typically left tn be deter-ined by the (orces ~f thm m.riet.
Iabetweer these twc extrewe ., there emiits variety of econori. systems
charecterised Wy different iegrees of certra.isation, where the price mehanise
eperating through the market ia rtly allowei to snape investnent decisions.

J. Imdeed, Whe firet and in cortain wys, the most mportast role of the
plicyasinr 1o t¢ dolinsate the areas wiere tie price mechaniss would be
allowd to operate amd other ireas where mariet signals are deened tc be
insdoquate or even mis'eading nd direct,contralised decisions have to be
taea. Weredy, o d0licats dalance must ' struck to combine the advantages
of infermation flowing through even an laperfect market scomomy enabling
docentralised cemmereial decisiens with the advantage of centralised decisions
ia natismally iagortent areas.

4. T mature of $he prodlem of investment decisions can be further
dsacnstreted iy liating the variows bastio questions invelved:-




in whi>h branch t¢ invest;
how much to invest,
shen 1o Anvest

in vhich form to invest (choice of techmslegy,
proce g, ate, )

™e decision tc irnveat in 1 particilar project mans s decrdem on sweh
economic, financial and technclogioal issues wiich may nave s leng=tem

and significant impact > the country's economic development. ln n0 med
a8 the politizal leadership of tue country wishes to iafluence seeasnie
development, it should therefore participate ia, or influsamce the individual
investment 1sciuions,

5. This puper aims at picsentin, th~ problem of what the poliepmainr'e
role in the investment lecision precess invelves. Although She pagor'e
title refers tc investment decisions in eomeral, the actual wbjees fosusne
on investments ir tl.e industrial secter in African cowntrice. Pwea ia Wie

marroving-dowm of tha subject, the findiags of the gager cam aaly load %
broad and geusral recommendations.
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Lo CURRENT PRACTICES AND MROBLM; OF X UNESTMEY " 1 [GH PO 0

IN ARiICA

b he aay Pity of tricarn - g L SR I I LT R S T .
role of tiw goverarent 1 pudin ir veetee 1 e N S L LR e
VMg an ! mumtained econombe  peoate g A T R L R e

»

™e ratinncle of this actim rcle nf ¢« varame -t e that e yea )
markets, Lnauf’icient capital awd the |vx ¢t ablle an il ap tre gp.
siequate infre-stracture conatitute ton Toat chata 1o far tas denipred
sconoric amd induetria! development 'r v (aft tr krcet 7 ypeas aione tn

overcams. Iadustrial Lavesteerts tend *> congtitute o long=terr “ommit-
ment of thw ~ountry's reso rees and eve Ingmert proce. a8 wnd tha Hrice
mohaniar 13 nct consitered an A repriate cliccational = .08 frr these
iavestnenty A 4 coneegquence, the pelicy-maker wister t~ irfluen.e inv-st.
"ont docisions to ensur- that industrial deve lrpee-t i gpeared 11 acconiance
vith the declared ot jectives ani stratecic consepts af ievel prent. ‘jider
the weunption thet Aevelepment planniy 18 the . ropriat: teel fnr e
allocation of regources and that the PLwn Y waks 45w oveir—ail oF imctyes
and egpresses investment intentions, sost Lfricar ~ountrics sephasige the
significamee of esconemic and induatrial planning.

8. A8 %e ¢ rrent \frican develowme o rlans, tie indur.rial plan etjectives
and stretegic tarpets are g islly rather vagwly expresond. Me pians

"y onphasise labour-iaten:ive (emplaguert ‘reating) industries, sgro-dased
indugtriee, tmpurt Substitutions, ¢ rport promotion and tilization of
dometio nat.ral resources, Mt apparently very few ountries have aystem-
atisally fermmlated o dotailed, consistent and lang-tem strategy 1ur
indestrsal dovelopmeat wilch cea be appliod at tie lewel ~f 1ndividual
inwo‘mmnt pre jects.

9. In o WNIBO stuly | Sammaries of ladustirial Development Plans ', vel. III)
to » mblished shertly, it 10 neted et Vhe plan doowments often even laok
o cloar distinetion .Dout e Geired rels of e padlic and private sectere




of 1vestrnt. IMe gtidy aluo reveals that tie various -omponente for the

formulatinn of A atrategy oot o0 the proparation of a consistent plan are

e1ther non-exigtent o0 oty 5 ont.

low TU oo viaa er 1y s rver Yt ters w010 iltier A reconciling
Birateris toroe o ot L an andivi vl nveatment projecti- Pirstly,

it b= ghow te e cuuttantive probler to tronel cte the averall objectives

and strate,cdc t.rets ant coe 1fl arejecis wd to 1 corporate investment
piojeste tnte A presrare tetally consigtent with the ~wrall objectives.
Jeccndly, tre. > are onraliy toc frw projects available at the time of plan
prefaration tr allea o pplic.ting ¥ welection and prisrity eriseria,
Thirdly, the private 1nvestrent decisions may not fol ow tne pelicy-eaker's
objectives, since tlege v ctivew ar ~cetly not supported by a consistent
policy framewcrk w.. ar ef-clive ani oper:tive promctional aystem at the

project level.

11, In African plarning reality, 1t is thus not uncommor. that (a) the plan
document (of the policy-maker) ore or lese apells out >verall objectives

and priority arcas frr industrial inwestmert, that (b) at the sams ‘ime and
urrelated to these, a nuiber ¢f investment prujacts are ilsted whieh Nppened
tc have been identifiel and  onceptualized by the tecinicians iu time for the
Plan Lreparatior, u.d that (~ the entrepreneurs - 4 it & private industriel s,
A prastatal wovelopent corperation o a pubtlic industry = ~irry eut different
isvstasnts based orly on comrcreial protitatility analysis, disregarding
external ecomomies, interindustry re' tioms and ithout giving regard to secie-
sconomic considerations.

12, As » result, the choice of investment prajecta, iheir tiaiag and their
form may be quite iifferent fron what the policy-malker avisaged ia s
original -oncept.




1.

TNE D 10 INFLRICE INVEIWENT

1}. In the BCA/OAU onfercnce f the Miidsters »f incustry, 1)71, t.+ jeed

to better inf.usnoe investoente wan “.early recocruzed. I 1ty ite o1 gye

of Aotion, the Conference sccordingly rtresmed the .-ed for *fri-an KC/BTIUNE Y, Ly
to mut greater amphasis on solving some ! t e oot g i 1ant protlems wh;
refer %o industrial financing, “igh ca1'-i pera‘ing costs, ~wergnip
swployment, foreign influsnoe, etc, Az ropriate mo .giures te ivord * ,e.e

proLlems should be faremeen Already at ‘e 82 % of in nvestent ‘e ision.

l4. T™e recommandation of the Coafape . - i@ atill velit fndeed. [ rany
Wrong inveetments lave demonstreted t. irica that “YRLOIN A developing atonody
sack irwestaent loes not neoessarily constit te a gien toward develrpmert,
Therefore a thorough selection of investaent projecis must e carrisi oyt
based on socio—economi- nensiderstions.

15. In influsncing investoent fecinicne, soe swhoul: ~snaider that anly few
Africen countries are large *nougli to expect, «ver ir t.e long rur, tc ‘e
able to create & bread .ndustrial struoture of tieir cwn. Noreover, resources
are likely to be scarce for an extended period of time and fevelopment must
there:c re connentrete on selected projects having naximus »ifect.

16. Te polioy-maker should cousider tie foliowing esmentiil elements of
an investment dectsion:-

= Commitasnt of the cou:try's resewrces (financial, antersial,

SAmpo WY

= Bffects on eaplaymen: ;

= BfRocts oa the distribution of imcome;

-~ Poreign exchange offoots;

= lomg-tera offecis on *he tadustriul structure of the coumtry;

~ Bffosts on the regiomsl dovelopment;

- Effocte oa the iafrastruoture (pudlic wtilities);

- Bffocts 1a 19gasd to domestio verows foreign control of
tadustry; .

- OSher cestal iaplications.




Qbvicualy, tha ibove neitioned «flecta v ve the creater .n impact on the

rational econeny, the Larger tae o Jert 1s 1u regand to inetalled capacity.
There 1g thua R realer ot Uor fe Jovernment to exert 1ta influsnce, the
sreater the smaiv1dy-

i urant 1o 8.

17. Tiere are o suwrorr i Cooanocenort. Altern .tives of eaon pn)cot.*v

the chotce of W.ict will huve a lorw impact on the lfuture aperation of the
nlant. Theee .l rr.tivem .-

= Coice of protuct X, (1., type specification and quantity
cf various rodurts to be manu! actured ;|

Produrticn "2 mnolrgy,(1.e, procase Fiow, material inpute,
byenradu ts ud dastes, typ of sachinery and -quipment,
TALNTenance recoarements, and future need for mnl):

Morpower «nd k11l requirements .nd srganigationr;

- i.(’m"i!lf:.’\,

Moming; time 1eile oy To Mtruction, vl operatican start.

These chiioes should basically oe left to the techaicians. The peolsey-amher
TAYy be instrument.i tc aome ertent oml  ir

: -ecisions which affeet timing amd
location.

T 0. N A s i W

As stated (n an artiole Wy Richasd Nallen (entitled 4 semm of orimee

Planaing”; Nedern Governmeat, Jamuary/Mdeuesy 1972), o oteel pre Joot
in Vensousle shewed 27 altermatives uﬂumuhwhd”
of constructien of veriows proosss optiome.




i1, INDUSTRIAL PLANN NG AS AR Lo TWUMENT UF T OLT Y -G

18.  3n far, i1t has twer Potnied gt that dgepe gy necd 1L s povern wnt
to entab'igh LTIy arcas frr o eva. trenta ad v L, <Potat the teoge
cheine be made WWONg the ind. 1wl nvent .ot prooesase Lopoouryng jianring

has proved itmelf to te .. TNEC umert fary translating ~versl) r ety

concrete actions, Mo« ALY L G wmver CTtair conatrazitg re o
9. Mo induntSrial gy I AL Y S U L AR LT Y S P wirg
Ay -

(1) Msed or. wnilyeis f e ox, "ting intuatmial etructure ar
the long-terw Prospe.te an wo.i ag npy t & determined 1+ pa],
nbyectives (‘ sconn- ;- davel prar-. lorg~t.pm 1v iuatr,al
deovelopmen’ Ftrategy s formylantes By the v iCvemaker. he
*trotegy 1rtermis. o RN PLATIlY eas tnvestent

amd dMsic sriter,y ror *Vh. atiry 1nvestment Pro ject e,

(1) a oY o i~y REUTCS GE foremiate; fay i*olemeting the
oW rall obje t: we.

(144) T Polioy ker's atrate v 4 ‘ranaformed intc 4 rediup-torm
W ilcpmmat pian ir Rieh pantified targets are set (1uvees-
saas, prodwriior, smploywent, foreige trnde, afc,),

(lv) A lerge number o Anvesimant spportunitiss are eontified,
e laveotaent W rtunities are Systenaticaliy amalysed v
e Yechaictans accerd: T 0 the criteria and other preforeaces
osatabl Lehed W the polioy-asker. e selecteq Lavestaent
SpPeriunities are subes juently tevelapad 1ate o feastdilayy
Wy ed evaluateu rosordiag to nationsl Baefitcost oriterta.

(v) hasd ng ebjectives as ¢, the dogree of patlie ‘e rahip and




The nelected 1avestnent progecta are mplmnéntnd in accordance
Hthotae apevis o, e ulations {(pelicy mmm‘o)'
“.ther (v the nollc gectar ar by private el iiepransura,
CUpEL et ooandnr toceam s capital, appmpriate
pnlied oA selertiwwn 'm:ﬂa. The
TUrronr Kkngwenow, capitad and equipment
that the wgicy-maker's chjectives in

nabiered,

20, In reality *ose g Ceer, cratawies for arntroducing and following
UCT AL "Ldeal ! cvster. v st o8 ape af aubatantive, administrative,

rangation Ll . 2tatist o ml o atiure

2le lmoadditaen, o w0 yerioer wondd nave to be complete v knowledgesble
adbout loea~ters povontiale ond 1o U and be apecific about nie objectives
to be able to firr senaibl. priorities and prafarences and to transait these
to tue tecini uars., In Lot casrs e vujectives are formulated only vaguely
dus to on the o« 'and ‘he lanh of e ijable fota or the present structure,

petentiels nnd L s of e ecenomy wo An marticular of the indusirial secter

and on the cther aac. tne s.crt time norigon for a country in reapid political,

3721al and economic transiticn. AR A Prauit of {aege ancertainties, tne
fovernment often p.oaters toc «. rain from a iore recise formulation of a long-
term strategy and leaver it 5 tecani lane to take an &l hoc approach within
a Lroader policy framewsrk unicr (ontains these uncertainties, Moreover, even
if the sovermment has deterwmired 1t- long-tere ;0als, there is a problem of
how the policy-maker's sbjeciives saould be translated into dirsctives for the
project planmer. If the -=iorities are not clearly defined in quantified
terms, the investment may be implenented i. contradiction to the basic objoct-
ives of the policy-maker.

22, It should finally be noted thet an impertant requirement for the prepar
functioning of the plamning pro~ess is that the gcvernment has to its disposel
an eofficient admimistretive machinery. 1 )




=1l1l] -

2). In sest African countries,

iastitutiong MV to b established.
African couatries ia these efforts,

the adainistrative sachinery needs to be
strengthenesd $0 meot these requirements,

In nany ceses even the aotual
UNIDO ie ourrently supporting most




IV FRACTICAL STREPS FO. LNV STE T DUCISION-IAKLIG

24. The question nrisos whot practical Lo rCach could be recowmended for the
pelicy -maker's muitanze A8 industrial investqents. If ore ligregards the
apacific prolloss ~f virious rwuntiries, certuin goneral recommendations for

sach an arroach v o« matr W fermulated below,

...........

25. The long-irrn inciitrial devalopaert objectives should be part of a
tonsistent gorio-¢conoric -~orntinuum. The formulation of the objectives should
lend itgeif to the 4 firi‘i.e L quanti’iadble term: whicl would serve us
criteria for investment acisinng.,  3citer arderutanding of the longeterm
effects and ~ommitmants -~ s6d Ly investoents which are a:-lected in this way
should be anaurei, ne efTrcte of investnents ahould be under continuous
Snrveywace 1n order to wnalle : possible adjustment of zarlier defined

objectives.

26. The policy—rmaker neads io overcome tu:. problens of uncertainty of future
developments and prospects. Clearly, in certain turbulent situations it may
be futile to atterpt to foreu:e and gear development beyond two to three
years; but general'+ it scews to oo possible to make a stooktaking of the
present ewonomic structure, to visualize development for up to ten years ahead
and to arrive at some sensible conclusions as to the long=term prospects and
problems. Strategic and poliny concepts could be formulated based on these
findings. The logical sequeace of activities to be undertaken could be
described as follews:-

(1)  Analyse the present industricl structure, problems and
potentials of long-term industrial develoment in the

context of the overal! economic development:

(ii) Based on these findings formulate long-term objectives
and etrategies for sconumic and industrial development;

(iii) Based on the strategy, formulate a plan in which priorities
are assigned to specific industries;



(tv) Deview present lagal, sconomic, financisl and foreign trade
policies and instruments and their effwct cn the promction
and direction of new industrial investment, on trade anu on
the operation and efficiency of eIinrting industries; review
the institutional and crganisational set-up;

(V) Pormulate appropriate policy messwes and an institutional
®t-up for the realisation of the long-term objectiwa,

2]. T™e actual role of sthe policy-maker 1n thig prooesa can obviously be
fooused on items (4) and (v). This implies a dual responsibility of the
policy-aaker, le®,, the formulation of the objectives and their implementation.
In fact, he ‘a1l identify the instruments of sconomir policy that i o
politically and administratively feasible to use f~r Attaining those ctjectiveg.
Technicians will CArry out the rea.inder of tn- tasks.

28, In view of the inacourecy of available data amd of possible rapid changes
An the political amd econemic systems, the long-terw conoept mhould be re-
considered with each sedium-tern plan. In this wmy the strategy could be
“rolled forward" based on the fesdbeck of information obtained in the proocess
of implesmentation.

29. On the other hand, if there is no Possibility to formulate clearly defined
long~tere dovelopment objectives as for instance in o Weoific trensitiemal
poriod, then at least some basic oconoepts should Be estadlished regulating
owmerehip aad investment licensirg.

i The Janerveepe of large-sonls iavestments

3. The festures of the large industries are eavy capital investmsat,
requirensats for special skills and Wohnelogical amd marimting (inoluding
OXPIrt marinting) knowiedge. e tavestmeats invelwe long goetation perieds,
Sreater risk slemsat ead leng cemitesate of the ooonenio rescurces of the
ocountay. m,.mmumumu- 48 ascessary in order te
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SUPPlY “apital, <rowmaw wi! rquiment. Derauee ~f Al taess properiice,
ir . -ecsle iniu try o e o 3Py aPfe A yror MmNt 1:0us af the lenc-tere
strategy.

Mo Tt e 0t~ a1 matawer e b oad the ol icpemmher shouls

uAVe 4 te fding role. L s o la emeu e g thciough analyees »f L loag-
top te e o th natian ] s canomy v eande b ken nd et tw posstible
Alternative e o aey 1y e e s, projest are Lreperl; enam) .24,

Ao MEIISPIPE Vo RaEE L vaplsble gre e \s

2. e mentic oo abwe, 1. ¢ 4. T ststacies for s proper selsetien
Cf Dre)ect At oy vAPkcus p,a31Liiitied L8 the faet that foesrally \ere ame
W80 oW prectnwe tre ¢ gty L o % afiAble - 4 sufTietently cremred o

te prreit & ey e 1 rder te rveprcome this prebles, 1t 4@ pert..ay -
AR U oM Wi thet Tt andi ater L, ee arens Wby ¢ ere of prisrivy
For investasrts rnd @ ici w.oull e Lav stigatel as to inveswmant oppertunitice
AN1,0n the Athar and tot pre epAvestmenl stu iies be Wwiasrtaios I8 & apeteomat e
wmy. The aystes tic 1oopar tior . industpiai Meo-iavestasnt stuiies can o
APTMAGed By the wstalii:'ywert 0 ti sPropriate iastitutions. Mmwei il Afrisan
TOUATFLIS NAVE .r fart st g Frojett twaics Lentres <Ath GEDPAN SO asel:tanre,
Thess centr-s genem! (v ‘arry w4 pre=feasibiiing stutise (called eppartunity
studie alac), yrep red ly « onemists, industriel *ag: eove, Mimaciel amnlgene,
stc,

3. ™e pre-feasintlivy ~tudies LTI Yo

(a) & description of the mapiet { stimation of demmmd, eupplics
Ak prices and their treads);

(b) o Wwrtef dencription of the alvermative toshms Jagics amd
lnremation @ the avatladiliy of B Jor agvie;

(o) teatativ sottmntien of e tave taset @l opoveting
oNpand § tures

(4) rough entinam of the cemmesetal prefitediityy.

bt o o U R Y L

Y ricams see p. 5




M. e aim of the studies (s t~ ontle & te~101ond-

(1) oW the ~biortives of Ihe pre <t Lices MMPhy AL ‘o
2bjerty . we f the goverumesat;

81, @ iser the erject Mes W ErAAR FAFAS (TAdS, smems e
W pronioing sacugh V¢ Wweerve 4otalled exanination,

(801) WRBY aopert Af the pre et leerrve epacial attention in
the couree of furtwer sxaginailow .

19: e preparetion <f « pre feasitility study Sms =nables the pre joet
STORSOr Lo uake a Tiret Appruisnl of e sredect wd - tecide Wmther further
Omaitment of fands for sor- 4etailed e v-t ptydise wicu il o sade. e
illapaaer 190 L the JPItIon tr waute s T1:8! srreening of the alternativwe
projectis. 1t nes Wen ~Beerve: .~ same ases thal whar -  aaplete feagibiliny
WA Las wen foERIOslonsd, Based iirectly an - veges pre ject 1des, without
Povionaly ~stedlishing the vieddiily through the evaluation f . pre-feaaibility
study, e w tual conmitaent f - ~fen “onsidereadls - Mumds fer this nwy
alroady ssant & g fapdp Morision tr ir~etl sAAoe it nad tecoms pciitically
CUfficult tc rovelin e 400isica. Moge "roects wil'h preowe ¢ teserve a
tetatiod chme-orsamic feasibiiity study will pase tArvug? the fina.
svaluntition and desisran age.

AR W Yo A

3/ e tese “pre-tavectmsat otuly” covere e relininasy selectien
amd e fermulation stage (f & prefect and cenprisss the
stullen:

(s) poegeet Mdne study (JMaystating Lavestasat cpprrounitics);

(3) pro=fecstititty soma? (egpertunity otely, demkable projeet svudy);
(o) ocemplete toctme-ccensnte feesidiliiny ately.

of, “Stagee of ladustrial Mo ject Dovelogment”, (UNIND) latestrtielisetties
@l Fodestivity Mulietia Br. 19, Unsted Matieme, fow York, 197)

/ umtme Wees funts seustitute W %o 10 par cent of e lawetment
fonds for wehianey et oquigmeas.

L




. Phas, «atr Lorow nuwter o f #uf7f {ently prepured pre<ipwetment styuty =

PRl vl e, tr e mp e i rities “note Hpiied {n selerting
el PRRRLAY YD T prent 0 cte et gy »Eing t'e apprepriate olice {rom
vartatione o car aptiou, r M e 1,

e a8 tetlihing . aretem Br jroject evalustion

Te M prepr il ence of the pelicy-maksr on investment decisions - as
1o ribed 0cw™ - 18 1 uret wen lon =terw i rateyy ronaiderations .re
tPnelated Lt royect ajuatiw epitery Thus, approjpriate prooedures
for mntic. il hewfit= ont Joou¥8sle didl nave tc o oe sgtatllahed \a the M\n"!.
UNIDC nae =rxet wt o wstho! 1oy far preject svaliation w.1eh shows how
national parwneters cr » tian.] wights i>flecting She govs.nment's geals

Cal arfartively Yo umed ;; Aystxm of 4oiial semefiteccet walysis ~f
individual ;rm,wu.bf .81 this Wt10dol. . Pespectia natiomal samals

CONLALRLANE *De~ 151 mpoced (v o be Iavemted.

3. ™ w8t Blighant f b Arocsdure r th' ~owntry wnd a determination
cf the specific rational .. weter. by the jclicywmaiosr would o wa e ‘tiad
instrument for ateering inw -tment decisiens in accordince with the objectives.
In this "oatest, it ‘Fpmare tc s umeful tr briefly lesortis the sppreach

latd domm ir the NI uiieines,

39. T™e basie “pprac r ef the hidelines 18 to evilunte the project in terms
of {ts contritautior ‘¢ tne 40t 1 . l-mconemic odjmctives of the ocountsy. Mis
prooedure is to b arrici out in sevp | stepa. The firet step 10 %0 evaluate
the project from : rommercial wnd finan~{al point of view. o negxt oep 18
tc ~orrect thoes market pricea that owicusly 40 not repressat the real
OPPOrtumity coste or v luss of the pesaurves te the ecohony a8 & Wols. The
prices e look ut first ave the prices of unskilled ladeur and the prise of
foreign sxchangs. In wddition, ene myy need to corpeet prices which are
centreliod Wy e govermment suoh as arices for electricrty, mter, Srefsport-
atien, and agrisulturel products.

b il e o 2 R .

Y/ Osidelines for Preject Pvalustien', United Mations. New Tern, 1973,
Salee We.: 8.72,11.5.11 ' )
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4o If there ia Lialaquate savinge for tise u.plemrat tion of tne deve lopment
tlan, the wat of sovinge anomld (e vajoged AL Uur Uw o equivalent urit

sl consuaptin, Thoge Torrwctions stouls v irtratuced when Y flow »f ~oats
vid benefites we tiscounte: (v r tia, un rder te dotermine e “tulua of the
sroyect. The policy-maker hraa 80 fur detaremy. e by the tum prefarence and
the relative weight of CONSUMPIion Viruus so/1age Lhrow . the - hoice of the
11soount rite, The criticnl role of tae policvemaker, Lowsver, 1 to determi. e
the project's contributior. to other ORJeCTIVeE Walen e 3 pule are in o onflict
with the saximts.tice of & gregats consumption. Frli-. decisions or Ancome
distridution and regional dieperity are good examglos ~f this type of -onflicting
obhjectivey,

doJaveatment Applens;iiatiop

4l. Detdes influsacing the 1nvestasal deciston the policy-maker should alse
sake sure that the realisation of the investment projecta goes ncooriing to
his objectiven and priorities. Therefore tats role would not end uith the
evaluation of projec's oad the final decision to iavest, bat shouid be extended
inte the field of iaplementation.

4. Jnvasteens aremetion

One of the daste @eastions is 'vho will invest', This question calls for a
csmmiastion of the following preblems i1~

- ls sefficient lanstic, private, or oudlic oapital availadle io
W reised for the taweetasnt rrojeoct?

= If yes, how can these funds be chaamelled to the desired iavestagnts?

- 1If ne, oz damestic capital b generated or raised by msasures 1ike
relassd finamoial centrels, st pgage of ocapital exports?

= Is there sufficieat attraction for foreigm capital to come to the
Gooired taveotment?

ik other words, 1f the Wae of realising the desired invostusats are not
seoured, thes the seleestion proeess of projects and priority stting was futile.




43. If foreign privite capit.l 1 cxpectnd te rlay . crucial mole for the
country's Hdevelopant, o~ ficlaat provieion 1. ave ta be aade to lay s

TUER emPphasls on the tromatior £ ot selerted 1nvestment Mojects s on thelr
Planning wad eviluntion. Cto rwise “orcign . Pital my be scuret amy by the
restrictions anG/cr .tiricte: tn ther ~cuntriep eftaring n better invegtaent
~limate. In this connexion, tu  rcil m of the gur.rally wevalling soarity

of praperly formulited and v iuatsd roju -t shuld be caugidered. Due to

this nroblem, t'iv gove prrmert o after (1l have tr lewve the tnitigtive af
identifying, po p riro, =valuating ..ad 1aplime.tin: investment projacts to
private ertreprernoure lizregapr.in: tuair ompliance with the natiomal prierities.

44. To ~tirict .rivate, tor Smoohpital r elocted projecte im Andecd A
difficult tsc ter oome Y4 o ocountrien. bviousiy, priv.te capital is
only cttracted if tusce & 1rcpe for . seison | le commer~ial profitibilaty
of the project witiin ti. wiico ronditiors ir. if political risks are
considered s iimited, My “ountry will have to ensure that thess conditions
are [ulfilled ani that this ~ ct {s m .de know %o potential investors.

45. It is felt tn.t i1nvest ..t promotion is frequently being ¢ \.rried eut
too pessively and or too er-rzl a basis, Ir. TaRY OCMes poiential iaveeters
themselves are expected to find the projects nd to initinte contacts amd
studies.

46. To make the promotiom morc officient, it wuld be Mosssary teo wndertaln
promotional activities in a more specific way. fash i{ndividwl preject =
available in ferr of - pre~feasibility study - would hive to bo “geld )
seleoted potential investors. Also the application of incemtives and other
Policy measures should possibly be done on 3 more saleotive bastis. The
polioy-maker's role in this aspect should be t. creats the nesessaly fasilisies
and the comcepts for the proper handling of these activisies Yy the toslnictans .

47. Contraoting
After the problem of financing has been solved, one kay prediea 10 the
formulatiom of contrace¢s for consultants, civil works oemtsucters and
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= 48OV il = for suppliers of Mohinery squipment. 1 1. niccriocd tht

the pol:oy-aaer capnet b axperted t- ~jay a 11 ¢ role ot opmolatine

the tndividu:l reatpncte, lewmwe=,  srir - 4L g A - tr strengtien
the negot.ating positiwe of tavregtors o . Canbiiane ?fm -~ O tre Av.
Mad « §~ pavn prioritiss amd Bctives fer tredustpl o) tvelrmuant 1. “rporate
inte the OORYPacPual MTngemcnts, the il yemaker LR R A T
oertain guidelines ror fommulrting ~orir.ctg. FIOH P AAe AT e wo it e tA
SOV 100w like the us- of Karent' imeltien or 1 WPk oantp ree,
aeciatien of Josni) CMmeultarte with freige conault wits, previciom fep
trataing of lecal P!, 212, Ae to xnowiow Wmtracts, thesr saouli fol.ow
vertaia bastr miterne whiieh th policy =aler will wve % f remilate s to
PAFRSRts, cxport - lauses, aratiem, ¢,

. Badderx

A final basie Fequiremsnt for an activwe pole H the ,clicy-malor in irw toent
docinians 10 W feedbacs af \:formation or ih- setusl perfomance of
eotabifahed \ndusirigl plamte. If tne Policy-aaker ilsregards that Wformnt,o,,
e mbeoquent Lavetment decisions may me' rlleviate Prevaliiing probdleas

Wt end % further TGRS thees,

M. B rele i e poliapemaier in tadl- cantent 1o t¢ sngure the “reation
of preger 1aetitutiensl STrAAgeate fer th's feeddack of Mfometian wd 1lse
nmsmcummqm o exieting Lndustiries,




e

TONCLWSTONS

N A cooclgin s ek, it 0w e dd s L A w) tiwe iy 4 gy te
wfire tie rele 0 U ven L8P i imvvatmert dscisione o a general
bsis .nt iar t- v i e oy dnstituiicna)l amd tats renairesents fur such
T lecisioneraking pro oo, the protier e te apply ‘hess findings sa
wtual tas L L. ., e boane it the contred Dgw tions of s povePmmenat An
s particul r sartov. To fatepmanation ~f the oo lance mtamor centralise!
- 80cd ] 0 v pul P tic - 80 1ems R the one hamd, oid
fecentreiizvr - ~uper L @R N Pter pge bt often tT10lent - decisleons
o0 the cthor . ra, wct 0 hased or n waliatic asmesamernt of the coumtey's

admiriztr ti o o e Coapgearnl O Lt s,

51, The tos 1o - prresches to 1eTine the rele <f e policy-saier
in cert ir ~a4ta ~1 o vestment decisions, require above .11 ar efficieat
institut: ny sctenp, 0 opropriate adrintastrative procedure ad a
commMmication beta o1 the palicy-waker .l the teohnocrates. e adninlste-
Ative wW.ohiAcrv s % cater for s trrcrlesien of the promounced prieorttiss
Al set of yreiorons of tne pelicy-maker to the imetit-.tions lealing with

the mejectior ¢ 1 - tmerts.

5¢. Thare ig 1n. - dangr that detailed .nd contralised contrel ower
snaividuil inv e ot tecivions Wy the govermmeat can put toc heawy a

barden un : w .k iatniitritive machinery rd can sventually cver-buresucratise

apd hinder eff ~t1-e 1ndustrial developmert,

%)s The instit tions generally required to exsocute the policy-saime's
sotaiens or srovide the techaical suppert fer these deeisions wsuld hawe
teo porform the 'cllowing fectures:e

(8) 2 masraccencasc function which is %o prepase surveys, amalpese,

altern.ii e strategie prepossls and 3lane and pregramee. B
formulition of pelicy imstrumen:s would alee W earried ewt.




() the ideniification f irvestmant ~pportaniti=a apecini.,
1 high prierity orncnes and the jt p r.tor of nreefe 1o laty
studicej

{~) undustraal project evaluation .0 « based o ‘o AV La o -

ranking of projects for .nvestna-t promoticn,

(d) Investent romotiom of tar selorted profacts inacioding =rndering
inforestion -bout and Aprlylng wncentives Ann ctier poil v
W ANGIe S}

(o) project impl:mensation including ' ~rtract regotastion - toe
pre ek,
MTese Nmctional parts of the institutimil set-up need to e factively

edteau with sach other to ensure a:nsistency and followip f i1nveataent
decinions .

S4. UNIDO eould offer its assistanoe here. [ndeed, one of the nu)°r rrles
of UNIND ia %¢ support desveleping -oun'ri & in greagtiening their m.cninery
for industrial pregramming, planaing and implem::.tatiom WwZ tr assist in
dofining the most suitable appresches and methodologies :a this field. Thus,
assistanse 18 pregently being rendered to developimg countrias including
nest Africam cowmtPries in the fields which = re mentioned abow, 1.-.,
strategy formilation, industrial pregresming, sectorel progremming, project
preparation, and evaluation and investmsat promotiea and implessntation.

Whg Wy g Wy Wy







