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INTIODUCTIOR 

1. Manpower training has always been viewed as a crucial aspect of industrial 

development. The recent experience of developing coe1ntries eabarking on rapid 

industrialization progr...es clearly indicated that the lack of adequate 

infrastructure and organization for training constituted a aajor constraint to 

the industrialization process. Although attention concentrated predoaiaantly 

~n the measures and efforts undertaken by individual developing countries. 

the role of international co-operation in the f~eld of industrial training bas 

also been emphasized. Within that context it is believed that training 

undertaken in the course of iaplementation of industrial projects involving _ 

foreign inputs (technology, equipaent, financing, etc.) aay siKniticantly 

supplement the efforts of the recipient countries. Consequently, due 

1ttention should be given to the adequate formula• ;~n of contractual 

provisions which define the scope, for11&, organization and financing in the 

area of industrial training. 

2. The need for improving contractual conditions for .. npower training bas 

also been reflected in the directions and progr...e of work of lfgIDO. The 

Fourth General Conference of UllIDO held at Vienna in 1984, while emphasizing 

the role of accelerated development of bu.an resources for industrialization, 

rec~nded that "agre..eots and contracts on the transfer of technology to 

the developing countries should include provisions for the necessary training 

of the local human resources required for the .. iatenance, operation and 

.. nagement of the i..Custry ano technology in question; tbe UllIDO should evolve 

a checklist of provisions relating to training for potential inclusion in 

contracts."!/ Sillilarly. the First Consultation on the Training of 

Industrial Manpower held at Stuttprt in 1982 rec~aded that UlllDO should 

"ca11pile a checklist to assist in the preparation of traiaiaa contracts.".!/ 

!/ Report of tile rourtla General Coafereace of the Uaited .. tioDs 
Iadutr~l Dnelopmat Oqaiaatioa, ID/COIJ.S/46, Viama, 1984, para.11, p.14. 

!/ Report of the first Coa8ultatioa OD tile Traiaiaa of Industrial 
llaapowr, Stuttprt, RG, 22 .. 26 lln..,.r 1912, OIUO, ID/294, para.20(b), p.9. 
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3. The present study concentrates priaarily on the food-processing sector in 

developing countries. Herewith, it aight be recalled that the First 

Consultation on the Food-Processing Industry, held at The Hague in 1981, 

rec~nded that UNll><> 8hould prepan: a "checklist of specific elements 

suggested for inclusion in agreements, permitting efficient co-operation 

between the parties based on autual benefit and including training as an 

iaportant element."~/ The specific aspects of contractual arrangeaents for 

technology transfer in the food-processing industry were also discussed during 

the Ninth Meeting of Heads of Technology Transfer Registries held in Beijing 

in 1984. The •eting recommended that UIUDO continues the work. in that sector 

"with particular reference to the integrated character of the sector and the 

role of local research and development carried out either by national or 

foreign laboratoriea."~/ 

4. While complying partially with the above rec011111enClations, the UNIDO 

secretariat presented an information paper during the Second Consultation on 

the Food-Processing Industry with Special Eaphasis on Vegetaole Oils and Fats 

held at Copenhagen in 1984, which identified the overall trends and aost 

essential issues relating to the uae of various contractual arrangements in 

this sector.~/ The present study shall be seen as a continuation of the 

previous one, while concentrating the analysis exclusively on the questions 

pertaining to industrial training. In both studies the empirical analysis of 

contracts either concluded or negotiat~d between partners froa developed and 

developing countries provided a background for drawing up final conclusion• 

and recommendations. In the latter study, however, the scope of capirical 

data under investigation has be~~ broadened as the additional con~Iacts and 

data have been included in the sample. 

1/ Report of tbe firat Coluultation OD tbe food-Proceaaiaa lnduatry, 
the Hape, ht!1f!rlanda, 9-13 lloYember 1981, UllIDO, ID/278, para.2, p.6. 

~/ h1•orr. of tbe •intb lleetina of Bead• of Tecbaoloay Traul:er 
leaiatri .. 0 lc.ijiaa, P&C, 8-12 October 1984, UlllDO, ID/'114..lt'lfJ/b, pcra.Jl, p.10. 

11 J. CiHlik, "Trend• and lHu .. ia Contractual Arraaa ..... u in tbe 
food-Proceadq Iaduatry", UllIDO, ID/WC.427/11, 1984. 

• 
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5. The study concentrates primarily on contractual provisions related to 

training which fora a part of industrial projects in the fooa-processing 

sec~or. The contracts drawn exclusively for training constitute a aistinct 

category and are not covered in this study• mainly because tile 1:1s.e ot such 

contracts in the food-processing industry seea to be quite limited as none of 

the agreements surveyed belonged to this category.!/ 

6. The study consists of four chapters. In the first chapter the manpower 

requirements and the specific features of training in the food-processing 

industry have been identified. and an attempt was aade to extend the 

integrated approach to the area of aaopover training. Against this 

background. the role, organization and foraa of training within the framework 

of various contractual arrangements have been evaluated in the subsequent 

chapters. Section II deals with the contract conditions for the basic 

training required for the operation. aanagement and aaintenance of production 

facilities in the food-processing industry in developing countries. Following 

the integrated approach the specific contractual provisions for training of 

the suppliers of raw aaterial•. quality control. research and aevelopment, and 

aarketing personnei are discussed in Chapter III. Qiapter IV has been devoted 

exclueive!y to the financial aspects of training and the corresponding 

contract clauses. the aajor cone l•~aions and rec~ndations are swmarized in 

the final section of the paper. 

7. The study baa been priaarily oriented towards practical .. ttere and 

therefore general theoretical deliber•tione are limited. An attempt vaa .. de 

to identify all essential aspects of the training component in t~e industrial 

projects in the food-processing sector and to of fer pragmatic suggestions aa 

to the adequate formul•tion of the respective contractual condition• froa the 

point of viev of the recipient, i.e. developing country. the paper is 

therefore offere4 •• supportive .. terial to be used •• a tool by enterprise• 

frOll developiag countries elaborating and negotiating contract• with foreign 

partner• ae well a• government institution• responsible for the evaluation and 

approval of such coatracte. lleedle•• to eay, eu11estione and rec01mendatione 

!/ The work of UllDO on trainiaa c~ntracte 1ball be acknowledged. See 
M. Sal•, Leaal A8pecta of lndu.trial Trainiaa, UllIDO, 1981. 

,. 

I 
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contained in the study cannot be applieo automatically but they s~all be 

confronted with the actual conditions and overall policy framework for the 

implementation of industrial projects in a given country. 

I. MANPOWER REQUIREMENTS IN THE FOOD-Plc.OC£SSING SECI-OR AND PROVISION OF 
TRAINING IN FOREIGN-LINKED INDUSTRIAL PROJECTS 

(i) The distinctive features of the food-processing inoustry and the 
manpower requirements in developing countries 

8. In order to identify the possible implications of tra1nin~ Link.ea with 

industrial projects involving foreign participation, one bas to take into 

consideration the distinctive features of food processing as compared to other 

branches of the manufacturing industry. Without going into detail it might be 

stated that food processing is characterized by relative technological 

simplicity as in the majority of sub-branches of the industry the process 

technology is well-known and straight forward. As a result, the most acute 

manpower gap in the food-processing sector in developing countries occurs in 

the middle-range skill 12vels, vhereaa only a limited number of sub-branches 

is dependent on highly professional knowledge. Yet, the recent developments 

especially in the field of genetic engineering and biotechnology may 

substantially affect the overall situation by introducing sophisticated 

processes as well. 

9. Another characteristic aspect is the heterogenity of food processing with 

respect to the size of operations. In fact, no clear trend has been 

identified as to the higher profitability of large-scale and centralized 

varsus smaller-scale and dispersed facilities.I/ Obviously, the industrial 

projects involving foreign inputs like technology, equipment ana equity tend 

to concentr~te on the larger-sc•le, technology-intensive proce~ses but even 

then the scope of viable alternatives as to the plant size ia relatively wider 

as compared to othe= industries. The visible het~rogenity of tbe 

food-processing industry reflected in the parallel operations of small-, 

mediua- and large-scale production facilities has obvious iaplicetions on the 

organization, scope and directions of industrial training to be provided 

within this seetor. 

11 See "Outlin'I for a Policy Pr811eVork for the Tranafer, Application and 
Development of Technolop in the food-Processing Sector", UICTAD, 
TD/B/C.6/AC.6/3, 1982, f•p.4-6. 
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10. The inadequate and irregular supply of raw materials has been widely 

recognized as a major constraint in the expansion of food-processing in 

developing countries. lbis relates in the first place to the insufficiel.t 

volume of production supplied by farmers and grovers which in turn hinders 

full capacity utilization of the newly established plants. lbe geographical 

dispersion of the suppliers calls for the or&anization of an effective 

procur~nt systea including the interaediate stages. On the other harJ the 

inferior and/or not uniform quaJity of raw materials creates severe obstacles 

ia the production process especially while using i.mporteo equipaent and 

technology (in which case the quality requirements for proouction inputs are 

typically adjusted to the conditions prevailing in developed countries). lbe 

investor bas to cope with the proble11& mentioned above, veil Detore a new 

facility has been put into operation, inter .!!!!.• by .. tin& necessary 

arrangements for training of the suppliers of raw 118terials. 

11. The development of the food-processing industry requires corresponding 

shifts in the consumption patterns. In most cases this represents a major 

change in tne structure of consuaption towards an increased share of processed 

products ~eplacing raw foods. Such a process does not occur automatically. 

It require• careful preparation of th~ 118rketing caapaign es~ecially in the 

case of brandP.d products of foreign origin as well as the organization of an 

effective distrib~tion aystea including wholesale and retaii outlets. lbis 

again calls for a well-coordinated effort aimed at dev£loping marketing 

skill•. lbe experience of developing countries clearly shows that the 

.. rketing barrier and corresponding .. npotter gap negatively affects exports of 

processed foods from this regio~. 

12. The critical role played by the quality contr.ol system represents anothe~ 

distinctive feature of the food-processing industry. Such a system begins 

with the production and handling of pri .. ry inputs and continues tnrough 

stages of processing up to the final point of consU11Ption. Inadequate qu~lity 

control not only negatively affects the whole production process but .. y also 

repres~nt a direct threat to the human life as the resulting failures cann?t 

be easily detected before reaching consumer~. Therefore the quality control 

specialist• are viewed as an indispensable cateaory of per1o~nel in the newly 

established food-proce1sina plants. 

• 
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13. The establishment of small laboratory facilities to permit accurate 

monitoring of quality and process control leads eventually to the launching of 

research and development wo~k aimed at, in the first place, the modification 

and adaptation of the existing productR and processes to local conditions. In 

the case of foreign-linked projects, in many sub-branches of the 

food-processing industry domestic research and development becomes an acute 

necessity sin~e technologies and processes acquired from highly industrialized 

countries do not meet requirements resulting from the wide variety ot 

situations reflecting the different cultural, climatic and socio-economic 

patterns prevailing in the developing world. ~ven when the professionals with 

adequate formal euucatiou are available in a given country, additional highly 

specialized training is usually required for research and development 

personnel. 

14. The problems and issues outlined above may not be characteristic of food 

processing only. However their implications for the manufacturing activities 

in this sector in general, and manpower training in particular, seem to be 

relativ~ly strong. 

(ii) The need for an integrated approach towards manpower training in the 
food-processing industry 

15. The most distinctive features of the food-processing industry pointed out 

above should be taken into consideration when defining strategies and 

prograumes for its expansion and modernization. As a result of the experience 

a~cumulated so far by developing countries the concept of integrated 

development of this sector emerged. Nowadaya the integrated approach has 

gained wide acceptance as the underlying concept for setting long-tena 

objectives, designing national and regional development plans as well as 

executing individual industrial projects.!/ lbe .. jor proposition of this 

paper is that the int~grated approach shall be extended to the area of 

manpower training, including that provided within the fra.evork of execution 

of industrial project• involving foreign inputa. It aight be useful at this 

point, to diatinguish between •icro and macro pcrapectives of the integrated 

development. At the individual project (aicro) level, such an approach 

!/ For the description of the concept of intesrated 
food-processing industry see "Firat Global Study on the 
Induatry", UNIDO, ID/WG.345/3/Rev.l, 1981, ,pp.83-92. 

Geve!ovment of th6 
food-Proceaainl 

' 
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requires careful evaluation and analysis of the skill requirements necessary 

for the successful operation of a given undertaking. ln view of the analysis 

conducted in the proceeding section, manpower training cannot be only limited 

to building up skills for operation, maintenance and mana&ement ot production 

facilities which is typical for the overwhelming majority of foreign-linked 

projects. The training "package" shall also include other components such as 

the following: 

training of farmers (growers) and intermediate suppliers of raw 

materials; 

training of marketing personnel including export marketing; 

training of quality control staff; 

training of research and development personnel. 

16. The implementation of such an integra~•d approach towards training in the 

course of preparation, evaluation and execution of industrial projects is a 

very complicated task. In the first place a psychological ~arrier among those 

involved in project preparation and implementation has to be overcome. 

Naturally, building up skills of personnel directly responsible for the 

operation.and maintenance of production facilities attracts greater attention 

whereas other areas of training are viewed as auxiliary with a lower priority. 

It is quite difficult, under such circumstances, to introouce e•&• tne idea of 

setting up in advance a tr4ining progr8111Re for the suppliers of raw materials 

before the equipment has been installed. Secondly, the need for overcoming 

organizational barriers shall also be mentioned. I.et us take the classic 

example of the supply of machinery under the turn-key arrangements. The 

supplier, usually the engineering or consulting company, may arrange for basic 

training as well as the inspection of the reference plant. However he may not 

have the necessary experience and expertise for conducting specialized 

training e.g. for marketing personnel, and such training obviously falls 

beyond the sco~e of contractual relationahip with the supplier. 

17. While looking from the .. cro perspective the integrated approach towards 

trainins implies the harmonization of trainina c011pOnents in industrial 

projects with the .. npower development progr .... s and ~bjectives at the 

country level. this calls for the co-ordination of the 1over1111ent progr .... • 

for the extension of th• formal education •y•t .. (university courses, 

technical and vocational education) vitb the strateaies and policie• for 

expanding and/or llOdernizina specific indu.trial branch••· ln the case of 
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large-scale projects the integrated approach requires joint, co-ordinated 

action of the local investors, government and foreign suppliers. Obviously 

the principal responsibility for the harmonization of individual industrial 

training efforts with the nationwide .. npower development progra.aes, lies 

with the governaent specialized agencies in developing countries. Such 

objectives aight be achieved through the planoing p1oceas as well as through 

establishing effective .achinery for ev&luation and approval of industrial 

projects with due consideration to the training component. 

(iii) The role of trainiD& provided uacler various contractual arrangewents 

18. A8 eapbaaized in the introductory c~nt•, the training of industrial 

.. npover is priaarily the responsibility of the developing country itaelf. A 

decisive role in that area is being played by the daaeatic industry, and 

efforta further reinforced by tile effective co-ordination, pro•r-• and 

facilities sponsored by the gover111111nt5 at the regional aad national level. 

With the present gap in skilled aanpover ia the food-processing iaduatry of 

developing countries there ia an obvious need for alternative way• of 

supplementing national actioa. Iaproviag the conditions for the provision of 

tr'.ioing ia the various contractual arraaa ... at• with foreign partners aeema 

to be one of the 110•t praaiaing and feaaibi. directiOll8. 

19. The previous ..,irical study on coatractual arraaa...ate in the 

foocl-proeeHiag industry rnealed a areat variety of arraaa-.u used in this 

aector.J/ If tbe contracta uaociated primarily vith the erection of a 

plant ad tbe iutallation of •flUi,_.t is alao eaken into couicleratioa 

(enaiaeeria& and couultaacy aervicea, coutruction ad eaaineering vorlu, 

delivery of aachinery aad ..-i,....t, tun-My), tlae available epectr.m of 

coatractual relatioaabip bee~• na wider. LU. iD other eectora tbe 

ao-called DOD-..Uity fona of foreip iavolv-t are piaiaa ecceptaace 

vitbia tlM fr....,rk of llortla-So9tb co-operatioa ad are upaading at a f .. ter 

rate tbaa direct fonip iaftataat.!!/ nae scope acl coaai.tiou 

!/ J. Ciealik, "Tr .... ad i. ....... ", op.cit., pp.S-8. 

!!/ AltlaoaP coatractaal anagr r•t• an tnically ri. .... •• a 
alteraatbe to panac-...sUiarJ relatioMlaip it ..._14 be bora ia mad tllat 
••I• Ucwi., ap91uata an tnically coacl....a Mt.... panat _. 
.-.uur, ca111•i••· 

• I 

• 
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of training rendered under various arrangements depend to a great exteat on 

the type of contract e.g. the difference between turn-key and thP. pure 

licensing agreement is quite obvious. he shail concentrate however on the 

general problems relating to the provision of training so that so.e 

conclusions and prryposals may not be applicable to certain categories of 

contracts • 

20. For the present study which is liaited to the food-proc~ssing sector, tbe 

personnel undergoing training in toe course of execution ot projects involving 

foreign participation has been divided into two broad categories: 

- Personnel responsible for the operation, aanageaent ana maintenance of 

?roduction facilities; 

- Personnel performing additional functions like extending service~ for 

suppliers of raw materials, quality control, research and develop!'lent, 

marketing, etc. 

21. The reason for the above distinctions is mainly a pragmatic one. In the 

past, major attention was given to the training of personnel belonging to the 

first category (basic training). As a result substantial experience has been 

accumulated also in the area of drawing up and negotiating respective 

contraetual clauses. Consequently one can rely on such experience which is 

reflected, ~ alia 1 in t~e substantial uniformity and standardization of 

the relevant contract clauses. With respect to basic training the overall 

situation in the food-processing sP.ctor does not differ substantially from the 

conditions prevailing in other branches. On the other hana the distinctive 

features of the food-processing industr7 are clearly emphasized in the case of 

training of personnel belonging to the second category. ~eeo!ess to say, the 

knowledge and experience on negotiating adequate conditions for this group is 

very limited. 

22. The analysis of the contract conditions indicated that s011e1i;hat different 

problems arise in the case of training perfo1:11ed abroad as COllJ>ared to that 

arranaect at site in the recipient'• country. The alternative fora• such as 

on-the-job trainin1 under the supervision of expatriate in1tructore, 

specialized workshops, "sandwich-type" arranaeMnh combinina academic input 

with work experience as well as issues relatina to the oraanization and 

functionina of plant trainina centres also requiie different approac~es. 
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II. CONTRACT COHDITIONS FOR PROVISION OF BASIC TRAINING IN FOREIGN-LINKED 
INDUSTRIAL PR.OJECTS IN THE FOOD-PROCESSING SECTOR 

Ci) Existing t~ends and recoaaended ways of defining the training 
CO!J>Onent in industrial projects 

23. The empirical analysis of clauses in the sample of contracts concluded in 

b 'ood . 11/ . "fy t e ~ -processing sector-- helped to identi the aost coamon ways of 

defining obligations of partners with respect to training: 

(a) In a number of contracts the question of training was not mentioned 

at all or was foraulated very vaguely ao that praccically no obligation was 

illposed upon the foreign partner. Thia vaa typical for pure licensing 

agree.eats covering solely t~e tra .... iasion of property rights; it was also 

found in a few .. nagement a....d technical assistance agreeaents; 

(b) The provisions pertinent to training were listed among other services 

to be rendered by the foreign partner without identifying details as to the 

scope, forms and conditions. Thia vaa found in several .. nageaent and 

technical aerviee agreements. A standard clause of that type reads as follows: 

''During the contract period FOREIGN PAH.THER shall do the beat of its ability 

to perfora the duties of: 

-selecting and training technical, operational and maintenance staff for 

the efficient utilization of its production facilities and distribution 

services." 

Cc) The training c011pOnent was referred to in the main contract but 

detailed conditions were left to further, separate agreement between the 

partners. Contracts with such a clauae were mainly know-bow licensing 

.!!/ The analysis was baaed on a aaaple of 23 contracts either implemented 
or currently neaotiated vith foreign f ir1a9 ~Y local partners froa Argentina, 
Ethiopia, Indonesia, Kenya, Halay~ia, Nigeria and the Philippines. Additional 
inforaation provided by tbe respective Goverllll8nt inatitutiona on the 
prevailing trends and policies with respect to tbe training component in the 
foreian-linked project• bave also been used tbrouabout the study. 

• 
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"The LICENSOR shall train or procure the training of such employees of the 

LICENSEE as may be from tiae to time arranged between LlC~N~UK an4 the 

LICENSEE and it is agreed that such training may involve a visit to any other 

company and countr1." 

(d) The contract included a specific provieion for training while 

defining upper limit for services to be provided by the foreign partner. Few 

contracts for the delivery of plant equipment contained such a clause, e.g.: 

"OWNER'S techni~ians nlmbering up to three shall receive ti-aining at the 

SUPPLIER'S or sub-supplier's works for a period of eight weeks each. 

Round-trip airtickets for the trainees shall be paid by the t-dER. lbe 

SUPPLIER shall pay all expenses abroad including pocket money". 

Ce) In a liaited number of contracts (mostly turn-key deliveries) 

detailed provisions attempted to define precisely the objectives, scope ana 

conditions for training. 

24. In sU111111ing up, the survey revealed that in the overvhelmio~ 1118Jority of 

contracts in the food-processing sector, the training component was defined in 

a very general manner (alternatives b, c, and d). Before making coaaents and 

recoaaendations on thi£ subject, it might be worthwhile to look for arguaents 

justifying such an approach. lbey were often voiced during the discussions 

held with the local enterpreneurs in developing countries and the 

representatives of government institutions responsible for the evaluation ana 

approval of contracts with foreign ~artners. 

25. In principle the respondents were fully aware of the important role of 

training conducted within the framework of implementation of industrial 

projects. It was pointed out, however, that training was not the main 

objective of the contracts in question but that greater attention had been 

given to the principal elements such as equipment or proprietory technology. 

It was argued that in the area of training there was uaually a substantial 

convergency of intereat between foreign and local partnera. Consequently 

conflicts and disputes in that area arose very seldom. It was also stipulated 

that the detailed coverage of the training component naturally results in 

additional financial obligations of the recipient. In some cases this might 

be avoided with the aeneral-type provisions. 
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26. While c01111tencing on the line of thinking outlined abov~. one bas to 

question whether the objectives of the local partner iaple.enting the 

industrial project might be accomplished without ade~uate training. While 

leaving aside short-term, trouble-shooting arrangements or agreeaents made 

specifically for the transmission of property rights in other cases the answer 

might be definitely negative.~/ Therefore, even though training does not 

formally constitute the aain objective of the contract. it shall always be 

viewed as an indispensable component and integral part of the agreement. 

27. Secondly, the generally favourable attitude of the foreign supplier 

towards training cannot be substituted for his experience and availability of 

qualified staff and facilities necessary for conducting comprehensive training 

programaes. In the previous chapter, typical obstacles in the food-processing 

sector were mentioned which reaulted because of the fact that the general 

contractors 1iiho supplied machinery and equipaent including turn-key deliveries 

and related engineering services, did not run production facilities 

themselves. In fact the organizational capacity for renoering training 

services shall be seen as a principal criteria for choosing the partner, so 

that detailed requirements in that area can already be defined at the 

preparatory stage. On the other hand, it is much better that the supplier 

already knows during negotiations that he is expectea to provide equipment, 

technology and adequate training. 

28. The negative financial implications of the detailed formulation of the 

training component are self-evident but there seems to be no rational 

alternative to such a solution. The practical experience clearly indicated 

that the expectations to obtain comprehecsive training at little or no coat 

are not well founded. On the other hand a clear definition of the training 

'omponent and corresponding financial obligations provides a sound background 

for evaluation of effectiveness of resources allocated for training and for 

imposing measures in order to achieve a aaxiaua contribution from the supplier 

within the given contractual fraaevork. 

J:l/ Some doubts •iaht arise with respect to the .. aag ... nt and technical 
service agreements resulting directly frOll the lack of adequately trained 
r.ational•. In such a case, the training coapoaent should be included in order 
to lessen gradually the dependence on the expatriate st4ff. 

• 

I 11 
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29. The foregoing analysis leads to the con~lusion that a-detailed 

coaprehenaive fonaulation of the training component in various contractual 

arrangements is definitely preferreo to the general-type clauses. It is 

obvious, however, that a proper balance shall be maintained between the 

training ca.ponent and the provisions covering other critical issues within 

the overall structure of the contract. Based on the experience in drawing up 

and negctiating contracts (including that of Ulll.DO with elaborating model 

contracts), it is rec01111ended that the defin~tion of the training component in 

the contract conaists of three inter-related ele.ents: 

(i) Training section in the aain body of the contract; 

(ii) Training anaexure; 

(iii) Provision for additional arrangements between partners for defining 

detailed trai!ling progr-. 

(i) Traini.aa sectioa 

30. The detailed formulation of the training 1ection 1n the .. in body of the 

contract shall depend on the type of agreement but in principle it 1ball cover 

the following elements: 

- Statement on the agreement oi both partners that the adequate training 

of the recipient's personnel ia a necessary condition for the fulfilment of 

the objectives of the contract; 

- Kain objectives of the training progra1111e; 

- Reference to the training annexure; 

- Reference to the additional errangeMnt1. 

(ii) Traiai.aa •nnesare 

31. The trainiaa annexure which foras an intearal part of the contract shall 

contain clause• definiaa the scope, forae and ba1ic condition• for trainina 

includiaa, ~ .!!!!= 

\ 
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- Place of training; 

- Crganization and forms of training; 

- Nuaber, category of personnel and duration of training; 

- Assignment of the supplier's personnel; 

- Supply of teaching aaterials and equi.,.ent; 

- Selection of trainees; 

- Procedures for evaluating of progress and performance of training; 

- Principl~s of co-operation between partners in the tiela of training; 

- Financial conditions of rendering training services. 

(iii) Additional arrangement• for defining detailed training progra1111es 

32. As a rule it is not possible, at the negotiation stage, to identify and 

agree upon all elements of the training programme related to the execution of 

a given project. Therefo=e a useful solution is to refer in the main body of 

the contract to the additional arrangements between partner• (e.g. 

co-ordination meetings) made specifically for elaborating detailed tiae 

schedules, contents of training, training methods, procedures of evaluation, 

etc. 

(ii) Defining the scope and organization of basic training 

33. According to the final rec011111endation made in the previous section, the 

acope of training service• to be rendered by the foreign partn~r as well as 

the methods for achieving the atated objectives should be aaequately defined 

in the contract. The relevant provisions •igbt be conveniently grouped in the 
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training annexure. Alternative approaches to thia problea as well as possible 

solutions are briefly outlined belov giving due consideration to the 

d . . . f - th food . "nd ll/ 1•t1nct~ve e~tur~a o~ e -proceaaing 1 uatry:--

(a) Place of training 

34. One of the principal questions to be resolved in the contract is the 

locationa(a) of training activities. Ill the complex industrial projects in 

developing countries, the cc.bination of training abroad of a liaited number 

of supervisory ~raonnel with the extensive training of lower level staff at 

site (during the pre-production period, i~ the course of tranaaitting knov-bot1 

or rendering technical aaaiatance and aanagement services) is typically 

accomplished. In view of the specific conditioDa prevailing in the 

food-processing industry the location of foreign training requires careful 

analysis and consideration before signing the agreement. Since the suppliers 

of sacbinery and plant equipment do not, as a rule, operate food-processing 

units tbeaaelves, necessary arrangements shall be aade fGr selecting reference 

facilities with adequate training conditions. Secondly, experience bas shown 

that the knowledge and experience acquired in th~ reference pl£Dts in 

developed co~ntriea are of liaited uae for developing countries in view of the 

fact that overall conditions affecting the production process differ 

substantially. Consequently, it is suggested that training in other 

developing countries which have already accumulated experience with the 

respective technology and/or equipment be considered aa a useful alternative 

while iapleaenting project• in the food-procea1ing industry. 

(b) Poma of trainina 

35. As pointed out before, there i1 a 1ub1tantial variety of forms and methods 

through which a •ucee1sful training progr .... aigbt be accoepli1bed. 

• Obviou1ly the choice of the fora of training laraely depenoa on the 1pecific 

condition• of iaple.entation of a aiven proce11 or tecbnolo&Y ana tbe type of 

contract. With re1pect to the practical experience in the food-proce1sin1 

1ector there i1 need for reverting to, at least partially, a visible 

!ll Financial a1pect1 are not dealt with here 1ince they will be 
diacua1ed 1eparately in Chapter IV. 
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propensity towards using staaclard forms, i.e. allocating trainees to the 

different plant units under supervision of the supplier's per5onnel. Without 

undermining the effectiveness of this form, it is rec011mended that due 

attention be given to alternative or suppleaeutary arrangements such as 

specialized vorbbops, seaia.ar or s&advich-type training cOllbiniag in-plant 

vorlt experieac~ vith academic input. 

(c) Proriaioa of -ceriala, equi..-t .... facilitiea for tra:iaiag 

~. A well-defined training progr...e .. , require es•eatial aaterial inputs 

wbicb neecl tli» be acquired or elaborated well in achraace. l'he moet tnical 

ezaaple is the supply of training aaaaala and relevaat documentation. 

Eapecially for iaezperieaced foreiga suppliers the elaboration ot sucb 

.. terials aay involve substantial effort, time aaca -.penditure (e.g. for 

tr .... lation). this calls for tbe adequate formulation of tbe reat-ective 

conditions in the contract. Additional questions to be resolved relate to tbe 

property rights of training aanuals aad documentation. la tile hceuing 

agree.ents the licensor often imposes protective .easures agaiaat leakage of 

confidential infor:aation by liaiting the DUllber ,.,f copies of aaauals as well 

as right to use thea only ia the course and place of traiaiag. It is 

th~refore recc...ended that tbe contract s~.cifically provides for the 

sufficient number of copies of training .. nuals to be freely used by the 

recipient's persoaael with due consideration to the •ecrecy requirements. 

37. Ia some cases specialised equi,.eat is needed exclusively for training 

purpoeea. this ... t be stipulated in the contrac-t since a given itea bas to_ 

be added to the list of equi,..nt to be provided by the supplier. Recently 

one aay have noted a favourable tread vbicb is reflected ia the establisbllent 

of the training units or centres in the newly established food-processing 

facilities involving foreian iaputs. ••edle•• to say, it is highly desirable 

that sue~ a centre becomes op.aratioaal during the pre-production stage. 

Altbou&h the detailed aspect• of the oraaaisation aad operation of such a uait 

can be left tQ further aare ... nt between partners the key aatters, especially 

·those r••ulting in fiaaacial obliaatioas •ball be explicitly stated in the 

contract. 
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(d) Category. number of personnel aad aelectioo of craiaees 

38. The principal way of defining the scope of the training component and 

relevant services is by indicating the number and categories of staff as well 

as duration of training (in aan/aonths or aan/~eks). The relevant data i~ 

usually included in the training annexure in a tabular fora. On tne other 

hand 1 the foreign partner often insists on a precise definition of 

qualifications and work experience of prospective trainees. 'Ibis is usually 

required in order to avoid the •ituation vbere candidates are selected for 

reasons other than their job r~~ponaibilities. Unfortunately this is not 

unusual in the food-processing indus~ry in developing countries and therefore 

the above requirement should not be withheld provided similar conditions are 

iaposed on the supplier'• personnel assigned for training. The following 

clause which should be included in the introductory part of the training 

annexure, •ay serve as an exaaple on how the balanced fonaulation of the 

rights and obligations of partners in that respect can be ensured: 

"The CLIENT shall undertake to supply personnel for training with 

qualifications and experience recom11ended by the SUPPLIEk, and agreed by the 

CLIEHT11
• 

(e) Aasignment of supplier•• personnel for training 

39. In order to assure a high quality of training, the recipient shall insist 

on a detailed formulation of contract clauses relating to the number, 

categories, duration of assignment and qualifications of the supplier's 

personnel responsible for the execution and supervision of the training 

programmes. It might be reasonably assumed that without such provisions the 

supplier will attempt to liait the number of training instructors, especially 

those sent abroad. Specific provisions shall additionally define the duties 

and responsibilities of the training co-ordinator designated by the foreign 

partner • 

(f) Verification of the effectiveaess of the traiaiaa proar .... 

40. lstablishing formal procedure for the verification of the professional 

skills and knowledge of staff may sianif icantly contribute to the improvement 

of the training proar..... Tbe said procedure involves the final examinations 
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after c011pleting training courses and i~suing pass certificates. Typically 

the evaluation of the trainee's perforaance is aade by the foreign partner 

providing or procuring relevant services. Such an arrangeaent bas obvious 

shortcOllings but under circumstances prevailing in developing countries 

alternati~e solutions are not practical (e.g. joint examinations or using 

third, independent partners). Aa a ainimua requirement, however, the contract 

should stipulate the obligation cf the aupplier to notify the client of the 

planned exaaination so that the latter .. y attend, if be so wishes. 

(g) Priaciplea of co-operatioa betweea partaen in the course of 
illpl-tatiao of the trainiaa progr-

41. Eno if the training progr- has been well defined and prepared in 

advance there aight still be a need for its aodification or adjustment, ~.g. 

due to last ainute decisions. replacement of trained personnel due to lack of 

COllpeteDCe or aiaconduct, etc. the flezibility on such aatters seeaa to serve 

the interest of both partners. In teras of contractual provisions, it can be 

achieved by broadly outlining the potential areas of eventual adjustaent and 

by the explicit statement of the principle of 1111tual consent which shall be 

•P?lied in such cases. 

111. PIOJECT-ULATED TIADIUC. or THE SUPPLIERS or RAW MATERIALS ARD Tlii 
IWlDTillG, QUALITY COITIOL, A1iD llSIWlCH ARD DEVELOPMEllT PERSORMEL 

Ci) IntrGductoq comments 

42. the analysis conducted in Chapter I has led to the general conclusion that 

in view of the distinctive features of the food-processing industry the 

project-related skill formation shall be of an integratea character, i.e. due 

attention shall be given to the auxiliary training of suppliers ot raw 

.. teriala, .. rketing, quality control and research and development personnel. 

Unfortunately, in actual practice, the illpleaentation of industrial projects 

does not. conform vitb the above rec011111endation. Project-related training is 

concentrated predoainaotly on acquiring knowledge and experience for operating 

and aaintainiag iaported equipment and asaiailatina process cecbnology. 

Consequently, clauses pertaining to iaproving skills of quality control or 

• 

• 
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aarketing personnel can be seldoa found in contracts concluded in the 

food-processing sector. In view of the lim~ted practical experience and lack 

of generally-acceptable standards for defining contractual conditions for 

"auxiliary" training, only bread suggestions are offerec1 below on the 

improvement of the overall fraaework for such training. 

(ii) Training of the suppliers of raw aatarials 

43. The scope of potential involvement of the foreign partner in the training 

of the suppliers of rav aateriale depends primarily, on the method of 

procure.eat. Let us consider first the situation ~here the local investor 

retains direct control over farms or plantations supplying agricultural 

products for further processing. The inetailation and/or llOdernization of the 

processing facilities calls for corresponding adjustments in planting, 

harvesting, aaintenance, tran•portation and general fara/plantation 

aanagement. Unfortunately, contractual services rendered by the foreign 

partner are not, as a rule, extended to the agricultural part of the project 

and this applies to training as well. Only in one project - for sugar 

.. nufacturing in kenya - bas the technical service agreement include~ separate 

provisions on services related to the operations of sugar-cane plantation. 

The foreign experts assigned to the agricultural sector were expected, 

..!.!!!!!.!!!!•to carry out on-the-job training of kenyan personnel and to advise 

on staff training needs and progr~s. Unfortunately further details were 

not etipulated in the agreement. 

44. At present the llOst popular method of procurement is contract farming 

where financial and organizational aspects of supply are cover~d by various 

contractual arrangeaents with independent farmers and growers. Theoretically, 

the current stable relationship provides a favourable framework for 

backward-linked training. The above considerations •re fully applicable to 

the situation where the co-operative organization is involved in establishing 

food-processing facilities. In the latter case, training offered by the 

foreign partner can be integrated within the progr...es launched by the 

co-operative while usina existing facilities. Unfortunately respective 

provisioas were found only in one previously 11e11tioned technical assistance 

aare ... nt where experts assi1ned to suaar-c8lle cultivation were directly 

involved in the supervision and trainina of independent 1rovers. 
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45. An analysis of the e~isting practice leads to tbe conclusion that the 

backward-linked training opportunities are largely overlooked by the local 

investors entering into contractual arranpeaents in the food-processing 

industry. Thia tendency however is already reflected at the stage of project 

preparation and has obvious iaplicationa for negotiating contracts with 

foreign partners. 

46. Project-related training aight be seen as an important contribution 

towards solving the problem of inadequate supply (in qualitative and 

quantitative teras) of raw materials for food processing in developing 

countries. Therefore steps and measures aimed at iaprovill#; the contractucal 

fraaevork for such training shall be encouraged. tor practical reasons it is 

suggested that conditions for training of suppliers be definea separately frOlll 

basic training. Although forms of training aay vary according to the project 

or local environaent, the short-term courses and seminars coabined with 

practical demonstration seem to be most suitable for such purposes. 

(iii) Training of marketing personnel 

47. Training in the area of marketing becomes critical for those 

food-processing projects which are dependent on the acceptance by the local 

consumers of a new product. A joint venture between Nigerian and arazilian 

partners to manufacture and distribute cocoa-ba&ed confectionery products in 

Nigeria serves as a typical example of such project. In order to introduce a 

successful marketing campaign and an efficien· distribution system the 

agreement stipulates the provision of the following services by the Brazilian 

partner: 

- Training of three sales supervisors for the perioa of aix months in 

Brazil; 

Training in Nigeria of one employee who shall assume permanently the 

chocolate .. rketing and distribution responsibilities after completing 

the training progr...e. 

48. Training in .. rketina involves a saall n1.111ber of personnel. l'be proar .... 

combines foreign coapoaeat (on-the-job or sandwich-type trainiaa) with local 

workshops emphasizing dome1ti: factor• and conditions havina a 1troa1 impact 

on the effectiveness of the various marketin& technique•· 

• 



• 

• 

• 

- 23 

49. White negotiating the provisions relating to training in marketing in 

technology transfer agreements, recipients often face stiff opposition from 

the liceneors. 'Ibis ocr.urs when the foreign licensor offers a similar product 

on the local aarket and is interested in retaining it~ marketing advantage as 

long as possible. One possible way of assuri'lg co-operation of the licensor 

in the above-.entioned field is to express all licensing fees and royalties as 

a percentage of net sales of the proc!uct aanufactured under licence. 

50. 'lbe conflict of interest becomes even more acute when it comes to the 

traneaission of experience and skills in the area of export marketing. The 

suppliers of technology and services atteapt to protect their doainant 

position on the foreign aarkets against the newcoaers. At the smite ti.me the 

lack of qualified export aan£gers represents L significant obstacle in 

expanding export• of processed foods from developing countries. 

51. The successful on-the-job training of export personnel snail be conducted 

abroad preferably in countries expected to becOlle major outlets for processed 

foods. Unfortunately no contract covering export aarketing training has been 

identified in the saaple. Clauses restricting export rights were often found, 

especially in the licensing agreeaents. The above fact~ are not meant to 

discourage actions and aeasures au.ea at improving contractual conditions tor 

export aarketing training but to point out existing obstacles and diverging 

interests of the foreign and local partners. 

(iv) Training of guality control and research and developaent personnel 

52. The efficient quality control systea cannot be implemented without 

employing personnel with sound formal eoucatioo. What is also needed is the 

practical know-bow on how to introduce standard procedures for quality tests, 

lll!tnods and laboratory facilities. With respect to quality control one may 

speak on the relative convergence of interest bet1'een supplier ano recipient • 

'lbus the contracts surveyed often contained provisions on transmission of all 

inforaation a• well as technical assistance nece••~ry tor launching a quality 

control systea. The trainina component relating to quality control nas not, 

however, been specifically lelltioned. 
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53. Consequently. in the course of mgotiations tbe recipient aball inabt on 

inclusion in the contract of the provisions defining the conditions ano sco...­

of on-the-job training at the supplier''J quality cootrol laboratory. Such a 

request shall not be unrea•onably withheld by the foreign partner. 

54. The e•tablisbment and efficient operation of a qu.ality control laboratory 

may eventually lead to the illpl~ntation of more ambitiou• research 

progr...es. The need for conducting independent research aiaed at adjusting 

products and processes to the conditions prevailing in developing countries is 

also gaining growing acceptance among suppliers of equipment and technology. 

On the other hand. there is a strong tendency among leading fil'8a fr09 

developed countries to conduct essential research and development 

predominantly at home. As a result, foreign suppliers offer to conduct 

specialized research and development works for the benefit of the recipients 

in their own laboratories for an additional fee. T~e alternative arrangement, 

i.e. training of research and development staff to carry out future 

independent activities, was identified 1n one licensing agreeaent only. The 

respective clause reads as follows: 

"LICENSOR agrees to train LICENSEK's specia!ists at his Research and 

Development Center in the U.S.A. For purpose of this eubparagraph, training 

at said Research and Development Center shall be defined as formal. structured 

counselling and education for purposes of transferring technical knowledge. 

Such training shall be provided at LICENSOR expense, the rate tor such 

training to be the then current Jilesearch and Develo.,.ent Center rate. Air and 

oth~. travel to and from the lle•earch and Development Center a• well a• living 

expenses for LICENSOR'• personnel •hall be at LICEISO& expenae". 

55. The lack of adequate contractual prov1•1on• for re•earch and developing 

training can only partly be explained by the unfavourable attitude of the 

foreign •upplier•. Equally illportant i• the lack of •elf-confidence of the 

local inve•tor• in developiaa countrie• which typically view inde~~ent 

re•earcb and development .. the r4180te alternative which •houla not be 

con•idered at the 1ta1e of project preparation and uaaotiMtion. Only vben 

1ucb defeneive attitude• are overcame doe• the neecl for imprOYellent of 

contractual fr...work for re•earcb and deYelop111nt traieiaa ia for•isa 

laboratori•• become eYideat. 

• 

• 



• 

- 2S -

IV. FlliAHCIAL ASPECTS OF PROJECT-RELATED TRAINIBG 

(i) Introductory remarks 

S6. According to the general recommendation .. de in Chapter II, training shall 

be considered as a crucial component of the industrial projects in the 

food-processing sector in developing countries. Conaequently this should be 

reflected in the thorough analysis of manpower and training requireaenta at 

the preparatory stage as well as in detailed foraulation of rights and 

obligations of partners in contracts concluded with foreiin partners fGr the 

purpose of iapleaenting industrial project•. In the following section somie 

principal issues relating to financing and payments for project-related 

training are exaained. Although the scope of the paper covering the broad 

range of alternative contractual arrange11ents dO!!a not allow for detailed 

recommendations. soae general suggestions are .. de as to the possible 

approaches to the issues of financing and re11UDeration for training which 

aight be taken by the partners frOll developing countries. 

(ii) Financina of trainina CCJ!IPODent in industrial proje,ts 

57. In principle training is covered within the general financial framework 

negotiated for a given project. Generally it accounts for a small portion of 

the total project coat ao that no special arrangements are necessary. When, 

however. training repreoents an important share of the whole package there ere 

easential question• to be reaolved, e.g.: 

- What are the alternative sources which could be uaeo specifically for 

financing the training c011ponent? 

- Shall the preferential teraa of f inancina be extended to training? 

- What kind of arrangements shall be uaed for financing the training 

component? 

It is worth emphaai&in1 that the probl... and iHuH indicated above have been 

laraely overlO?ked iD ~be course of project preparation and i•plementation and 

are only recently 1ainina attention amona investors and gover ... nt agencies 
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from developed and developing countries. lbe recent study comaiaaioned by 

UNTrv.M_/ h 1 • • f eel • • • f • • ..._,...--- on t e po 1c1ea o ezport er it agencies in 1nanc1ng of the 

training component in industrial proJects provides detaileo evidence to that 

effect. It baa been shown that although preferential credits offered by 

exporters of capital g.JOCla aight be eztenclecl to cover training, this is not 

the ca&e due to conaervative policies of the rec~~ctive goveraaent agencies 

(reflecting the liaited illpact of training on employment in the donor 

countries). Consequently quite often training is being financed on less 

favourable teraa than the supply of aachinery and equipaent. 

S8. Since the illpact of training (whether f~rmal or on-the-job) goes beyond 

the u..ediate objectives of a given project and shall be seen as an investment 

in ia.frutructure (usually receiving preferential treataent) this opeu tbe 

fra.evork for various aized financial arrangements. ~ithin the bilateral 

framework (between developed and developing countries) the combination of 

private investment and public aid is often used for financ~ inouatrial 

projects. lbe training component shall definitely receive priority for being 

covered frOla public aid sources. lbe aized arrangement involving also 

1111ltilateral funds can be u~ed especially in those countries where existing 

iutitutional aachinery enables full integration of individual projects within 

national or regiODAl .. npover developaent progr..-ea. A typical exaaple is 

the eatabliahllent of a large training centre exceeding the operational needs 

of the plant with the aia at provi.ding training for the whole region. Vader 

such circuaiatancee it aight be possible to draw funds fr->a 1111ltilateral 

sources (e.g. World Baalt) and uaed for the development of the national 

educational •yateu. Similar con&:ributiona can be sought froa local public 

funds adainistered by specialised gover1111ent agencies in the recipient 

countriea;. 

S9. !be above c~nta are intended to ebov only tbe examples of alternative 

fol'IU aDCI sources of finaa<" ta of trainina c_,oaente which are aeldoe 

exploited. 'Dae aucc .. s in obtainiq additional aourcea on favourable t•naa 

depends aubataatially on tbe preparation of a vell-defineo proar .... cOYeriaa 
' 

coals, scope, fonaa, .. tbods, resources and coat implications 01 tbe trainiaa 

componat. 

J!!l J. '••rce, "Policies of export credit qnci .. ia f iuacina of 
trainina component in indu•trial projecta", UIIDO/PC.)lt, 1982. 

~ 
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(iii). Forms and methods of reaunerating training services 

60. In the first place one should stress the existing variety of forms and 

methods of remuneration of training services depending principally on the type 

of contractual arrangement used for the implementation of industrial 

projects. In complex contracts covering e.g. turn-key deliveries, training is 

normally compensated for under general pricing formulae, i.e. Jump-sum or 

cost-reimbursabl, payment. Under the former method the training component may 

not be specified separately. However a breakdown of the total cost for each 

component 1s usually taken into consideration in the course ot negotiations. 

Similarly in the licensing agreements training might he covered by basic 

payment formulae {lump-sum , royalty or a combination of both) or remunerated 

separately at the cost reimbursable basis. In the technical assistance ana 

service agreements no distinction is normally made between remuneration for 

training and other services. 

61. Before going into a further analysis it is reasonable to assume that 

within the commercial framework the recipient will always be charged for 

training provided by the supplier, notwithstanding the agreeo payment 

formulae, as the relevant cost components, if not shown separately, can always 

be included within other categories. Bearing in mind the arguments presented 

1n Chapter II it is recommended that the value of training services be 

specified separately in the course of negotiations and if necessary also in 

the final text of the agreement. ~econaly, while evaluating the payments to 

be made vis-l-vis expected results, the "full cot.::" pr.inciple be adopted which 

calls for calculating not only personnel fees for supplier's personnel, but 

also subsistence allowance, travel expenditures. cost of training materials 

and other out-of-pocket expenses. The principal strategy of the recipient in 

the course of the negotiations is to achieve an adequate balance between 

payments and the quantity and quality of services, by eliminating excessive 

and/or duplicating payments resulting from inadequate formulation of the 

respective provisions in the contracts • 

(iv) Remuneration for training in the recipient country 

62. While evaluating and negotiating contract conditions for the remuneration 

of training services, the recipient has to resolve first wbicn cost elements 

should ~e taken in or~er to arrive at th~ "full coat". l>epenciing on the type 
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of the arrangement, different pricing aethods aight be useo. Let us take 

first the agreements made specifically for the provision of technical services 

including training. The full cost comprises personnel fees based on the ti.me 

rate and differentiated by category and/or experience of toreign experts 

providing training of the local personnel. Additionally, tne recipient is 

expected to reimburse the cost of travel, daily living expenses, accomraodation 

and other out-of-packet expenses. However, personnel costs for training under 

technology transfer agreements or contracts for the delivery of capital goods 

can be interpreted in a different vay. It might be argued that such services 

are already covered in the basic pricing formulae (royalty, lump-sum) and the 

client shall reimburse only additional costs which are oirectly linked to 

their provision such as travel expenditures and subsistence allovanc~. In 

fact such arrangements are often found in the licensing agreements where the 

period of stay of the foreign personnel in the host country is relatively 

short. 

63. Even such standard cost elements as subsistence or travel expenditures 

ought to be carefully screened in order to avoid excessive paymenLs. In this 

case it is suggested that the U~ rates for subsistence allowance be used for 

comparative analysis. Reimbursement of economy class rates for air ~ravel 

(eventually business class) but not first-class rates became a widely accepted 

standard. With redpect to teaching materials and equipment pro?ided by the 

supplier the existing practice is quite uniform as the cost-re1J11Dursable 

formula is most often used. 

64. In view of the lack of widely accepted standard rules of remuneration for 

training services, the adequate formulation and interpretation of the "full 

cost" formula to be used in a given contract has to be seen as a crucial 

element in contract preparation, evaluation and negotiation as it may 

contribute to the elimination of repetitive and excessive payments for such 

s~rvicee. 

(v) Remuneration for training abroad 

65. With respect to project-related training offered in the supplier'• country 

(especially at his production facilities) there is a great deal of uni~ormity 

of pricing methods uncer contractual arrangements moat of ten used in the 

food-processing industry. First, no charges are being made for the services 

l 
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of the supplier's ataff directly involved in conducting or supervising such 

training. On the other band the recipient covers as a rule, the cost of 

travel, acc~ation, etc. for his staff undergoing training abroad. 

Sa.et:imea the supplier makes available bis internal accOllllOdation facilities 

(hotel, cafeteria, etc.) which may substantially decrease the cost of training 

collducted abroad. 

66. In soae cases, especially when highly specialized training is being 

arranged, separate fees aight be charged for such services. l'nis was found in 

one agreement containing specific provisions on training of research and 

development personnel at the supplier's laboratory. This seeas to be rather 

exceptional but again no stanct.rd rules have been identified so far as bow to 

deal vitb specialised training offered in addition to the basic programme. 

S1MIA&Y AID> CDllCLUSIOllS 

67. Tbe analysis of contractual arrangements in industrial project• involving 

foreign inputs in the food-processing ind~stry bas led to the general 

conclusion that the training component baa not been adequately covered by the 

respective contract clauses while taking into consideration the interest of 

the individual iovector and the needs of developi11g countries in that 

respect. Consequently, the potentially crucial supplement of the national 

aanpover development progr...ea in the fora of project-relateo training 

becomes largely underutilized. Moreover, training in inaustrial projects is 

often liaited to building up skills for operation, aaintenaoce and management 

of production facilities. Thu• the integrated cbaracter 01 1000-vrocessing 

hMs not been reflected in the area of trAining as the respective provisions on 

building-up "auzilliary" skills like those of the suppliers are not, as a 

rule, included in the whole package. 

68. the above situation results principally frOll tbe low priority given to the 

training ca11ponent at the stage ot project preparation and evaluation as well 

aa reflecting inadequate negotiating capabilities of investors from devel~ping 

countrie• while drawing up contract• with foreign partner1 and aaking 

f inaacial arrang ... nt• for project illple.eotation. It seems therefore that 

action• ailled at cbangina the attitude• of local inve1tors towards giving 

higher priority to training as well a1 improving their negotiating 1kills shall 
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bricg the most proai.sing ~ffects. This aight be achieved. inter alia •• 

through the following .eas~res and activities: 

Verification an~ adjustment of the aanuals. teaching aaterials and 

progr...es of specialized courses aOCl seainars for the preparation and 

evaluation of industrial projects aiaed at extending the coverage of the 

aanpower and training issues; 

- Elaboration of various tools which would iaprove negotiating capabilities 

of partners froa developing countries such as guidelines. checklists and 

wodel clauses relating to training. Such tools shall cover not only 

basic training but also additional specialized services while extending 

the integrated approach to the training component. !Jue attention ought 

to be given to financial matters relating to training. 

69. The measures outlined above might be further strengthened by the 

corresponding actions, policies and institutional arrangements by the 

governments of developing countr~es. In the first place the rules and 

procedures for 'he evaluation Jnd approval of industrial projects and 

contracts concluded with fori:ign partners shall be adjusted so as to ensure 

adequate coverage of the training component. 

70. The progrmame of action aimed at improving contractual conditions for the 

provision of training in industrial projects opens a broad fra111ework for 

international co-operation. In view of the vast experience accumulated by 

UNIDO and the existing institutional arrangements. this Organization is 

expected to play a leading role in co-ordinating such co-operation. 

• 




