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PREFACE 

Within its work programne for monitoring industrial development in 
developing regions and countries, the Regional and Cour.try Studies Branch of 
UNIDO is carrying out analyses of constraints to and prospects for inter­
regional co-operation in industrial development. One approach is to monitor 
the emerging trends and issues in the sphere of industrial co-operation 
between developin~ and developed countries. The purpose of the present Study 
is to document the past record of industrial co-operation between the ACP 
States and the EC, with a view to looking into future prospects of possible 
options for effective industrial co-operation. 

The Study attempts to furnish a synthesis of existing research findings 
on trade, aid, finance and industrialization in the ACP States. The purpose 
of such an exercise is to provide background information and preliminary 
indications of crucial issues and options that could be taken into account in 
shaping industrial co-operation and industrialization in the ACP States. The 
Study is primarily intended to initiate a rlebate on the macro-economic 
environment, structural adjustment policies and industrial strategies deemed 
vital for accelerating the process of industrialization in the ACP States 
within the framework of industrial co-operation initiatives. It is hoped that 
the Study would provide useful analyses and background information for 
industrial policy-makers in the ACP States. It should b£ noted that while the 
study examines trade issues relevant to industrial development it does not 
provide in-depth analyses of such issues in view of the established division 
of work between IJNIDO and UNCTAD. 

1 

The paper is divided into four ~hapters. Chapter 1 outlines the 
evolution of industrial co-operation between the ACP States and the EC, with

1

a 
focus :>n pertinent Titles and Articles of Lome Conventions which provide the 
::.heoretical and institutional framework for fostering the process ~f 
industrial co-operation. Chapter 2 presents a regional analytical overview pf 
industrial performance in the ACP States under Lome Conventions. Majpr 
constraints impeding industrial co-operation between the ACP States and the ~C 
are preseGted in Chapter 3. Owing to paucity of regional data, so~e 

infer£nces are deduced from the experience of selected countries in t~e 
Sub-Saharan Africat Caribbean and Pacific regions. Chapter 4 looks into t~e 

future prospects and options for effective industrial co-operation. 

The present Study was prepared by the Regional and Country Studies Bran~h 

of UNIOO in collaboration with Dr. Anthony Jennings as UNI DO consultant. ,It 
is based on personal interviews with staff of UNCTAD, GATT, ACP, CDI and EC 
Secretariats, and on information sourced from international organizations and 
publications. The study is based on information available as of ruid-1988. An 
earlier version of the study was widely circulated for comments a,nd 
information purposes in mid-1988. 
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Sl'MMARY 

The ACP represents a highly diversifi:ad economic grouping in terms of 
geographic characteristics, level of economic deve::.opment, per ca1-ita income 
and degree of industrialization. Acknowledging industrialization as a driving 
force in bringing about structural transformation of the ACP States the aims 
of industrial co-operation between the ACP States and the European Coamunity 
ar'? directed towards deriving full benefit from those States' human and 
material resources through the modernization of their soci-eties. Using the 
framework pr:Jvided by the Lome Conventions the European Co!IDUllity endeavours 
to help the ACP States carry out programaes and projects by enhancing the 
infrastructural and institutional framework for industrial develop~nt. 

The industrial performance of the ACP countries has lagged behind the 
expectations of the Lome Agreements. In seven ACP member States of 
Sub-Saharan Africa (ACP/SSA) the manufacturing sector is still at its 
incipient stage, accounting for less than 5 p~r cent of GDP. 
Industrialization has usually taken the form of import substitution, with a 
relatively small degree of indrstrial processing of raw materials for 
exports. The relative importance of the European Conwnunity as a market 
destination for manufactured goods has declined, despite an array of 
concessions. By contrast, the US and Japan are emerging as significant 
trading partners. The Lome provisions do not seem to have created significant 
impact on employment creation either in formal or informal manufacturing 
activities in the ACP member States of Sub-Saharan Africa. 

Manufacturing output per worker in Sub-Saharar. Africa fell by 18 per cent 
in 1975-1979 and recorded a further fall of 15 per cent during 1980-19€3. 
There is, thus, an urgent need to arrest de-industrialization and strengthen 
the manufacturing base in ACP/SSA. /. major effort is requir~d to raise 
capacity utilization rates, reduce import dependence and increase 
inter-sectoral linkages. The manufacturin~ sector also needs to be more fully 
integrated into the structure of the national economy. 

The ACP member States of the Caribbean and Pacific regions also exhibit 
great diversity in size and stage of industrial development. Many of them 
have demonstrated vulnerabil."ty to exter·1al trade shocks in recent years. 
Throughout the Caribbean and the Pacific, the siz11::. of the nat:ional manu­
facturing sector is relatively small in both absolute and relative terms and 
the potential for intra-industry linkages remains largely ·1nexploited. The 
main trade flows of the Pacific States have been infJuenced by traditional 
trading partners. Although the Lorne Convention gives duty free access to the 
European Co11111unity, the major influence on Caribbean trade has been the 
Caribbean Basin Initiative (CBI) implemented by the United States. 
Non-traditional exports benefiting from duty-free entry to the United States 
rose significantly in recent years. In so far as the manufacturing sector has 
undergone structural deepenii:3 in tho:! two regions, this was largely explained 
by the petroleum-based chemical industries and mineral processing. 

A set of complex and interdependent ~onstraintb impede industrial 
co-operation between the member States of ACP and the European Conmunity. The 
impact of exogenous shocks stenning from factors beyond the control of the ACP 
States and the European Community has reduced the effectiveness of some 
co-operation initiatives and the impact of policies aimed at accele1ating 
industrial development. 
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An assessment of the provisions for industrial ~o-operation in the 
Convention indicates that an impressive framework of aims, instruments, and 
strategies already exists in the "letter" of the Convention. Yet, the 
practical implementation falls short of the aspirations. 

By adapting the Titles and Articles of the Lome Conventions to the 
changing economic realities of the ACP States, the issue may be seen as one 
primarily of a political coamitment to the implementation of the spirit of the 
Convention, both by the ACP, and their EC partners. Apart from marginal 
amendments and some additions to keep pace with recent economic policy trends, 
for example the evolution of the dialogue on structural adjustment, and shifts 
of emphasis towards private enterprise, it is difficult to foresee the need 
for any major new amendments in the "letter" of the Convention for industrial 
co-operation. 

rn the light of the weak performance of industry under Lome, however it 
may be desirable and possible to argue for a new Industry Strategy Initiative, 
similar to previous initiatives on food security, desertification, etc. 

The stagnating flow of external resources to manufacturing activities has 
meant that the direct contribution of the manufacturing sector to the debt 
crisis is minimal. However, the burden of the debt crisis is transmitted to 
the import-dependent manufacturing activities through import restrictions on 
essential inputs which has resulted in capacity underutilization and 
inefficiency. Industrial development has also been constrained by falling 
domestic demand, stagnant export earnings leading to acute foreign exchange 
shortages and the existence of anomalies and contradictory measures within 
national trade and fi.scal policies. There is, thus, a strong case for a 
substantial increase in resources devoted to the manufacturing sector in 
ACP/SSA within the framework for future negotiations and for a :.:-estructuring 
of the process for determining assistance eligibility, implementation of 
agreed progransnes and monitoring performance. There is also a need for 
increasing the flow of resources to the manufacturing sectors of the Caribbean 
and the Pacific regions. These regions accounted for a relatively smal 1 
proportion of the total aid programne under Lome I III. The external 
vulnerability of the Caribbean and Pacific region can be significantly reduced 
by means of a regionally co-ordinated programme of integrated industrial 
develofment. 

The new round of negotiations for industrial co-operation could focus on 
the development of an emergency rehabilitati,on progra~e aimed at rescuing 
potentially efficient enterprises currently se'{erely affected by 
infrastructural breakdown And foreign exchange shortages. Many of these 
enterprises wi 11 be domestic demand or: iented. Their: rehabilitation may lead 
to the creation of strong backward and forward linkages with the rural and 
small town economy. They can provide substantial subcontracting opportunities 
for small-scale enterprises. The practical implementation of an integrated 
industrial strategy requires that special emphasis be, placed on the rapid 
development of the agro-based, metalworking,, engineering and agricultural 
input producing industrial branches. 

Future negotiations could make a major contr,ibution to upgrading 
industrial capacities. In a macro-policy enviro .. ment conducive to 
rehabilitation and growth, industrial co-op,eration could give priority to 
raising national capacities with respect to' industrial planning activities,, 



- ix -

entrepreneurship, management .imJ technology, project design, contract 
negotiation and technology acquisition. Such an upgrading of capacities will 
enlarge the scope for production sharing agreement between the EC and the ACP 
States in ;..reas where the ACP States enjoy a comparative advantage such as in 
natural resource-based and labour-intensive production branches. UHIOO and 
other UH agencies have in the past been deeply involved in programnes related 
to the upgrading of industrial capacities in the ACP States, and co-ordination 
of the UN and the Lome Agreements in these areas seems desirable in order to 
avoid policy inconsistencies and duplication. 

Integrated industrial development requires that industrial policies and 
programnes be organically ~ubsumed by the macro-economic strategy. A 
prerequisite for industrial co-operation leading to the development of an 
integrated industrialization strategy is the greater involvement of the EC 
States in the macro-economic and structural adjustment process in the ACP 
States. There is a strong case for EC participation in the Structural 
Adjustment Facility (SAF) related processes and the preparation of the Policy 
Framework Papers (PFPsj and country related industrial progrannes. There are 
also arguments for the re-organization and strengthening of existing 
institutions and for the creation of new institutional fo~i in the industrial 
policy l'laking field. Thus, a new institutional function may be necessary to 
bring together representatives of the business conmunity to advise ACP and the 
EC governments on the effects of policies and regulations on business and the 
specific needs of the business conmunity. 

A key issue in the renegotiation of Lome and the availability of 
investible resources for manufacturing is whether to expand the European 
Investment Bank (EIB) or create a new institt!tional function. This issue has 
been debated at previou~ negotiations and many of the same pros and cons ~till 
apply. Resources to relaunch growth could be incorporated into a special EIB 
progra11111e to support production sharing projects. The question of ACP 
participation in the management of EIB resources remains a contentious issue. 
A specific cell at the EIB for the ACP countries, on whose management the ACP 
would have representation, could be an appropriate compromise. 

A new institutional focus is also required to support the pr,granwnes for 
public sector rationalization and privatization in the SSA, the Caribbean and 
Pacific regions. Whereas changes in national institutions suggeste6 by 
Structural Adjustment Progrannes (SAP) may represent an important step, :i 

regional institutional focus is also required to co-ordinate national 
privatization and public sector rationalization strategies and create 
opportunities for new regionally-oriented industrial units to reap the 
benefits of expanded economies of scale. It is suggested that EC and ACP 
institutions could fruitfully collaborate with UN agencies involved in the 
industrial field for the davelopment of a regional framework for the 
harmonization of national privatization policies. 

There is also a need for stren~.aening existing institutions, 
particularly the Centre for the Development of Industry {CDI) and the ACP 
Secretariat. A case might be made for expanding UN linkage to the ACP 
Secretariat in the field of evaluation and monitoring of industrial policy 
initiatives. The work of the joint ACP-UNCTAD Connitttee on trade issues may 
provide a useful starting point for increased UN support for sustaining 
international co-operation between developed and developing countdes within 
the framework of a new Lome Agreement, 
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In addressing the emerging issues the follQwing options may be considert~ 
by policy-makers. 

(a) The adoption of an integrated, industrialization strategy by the ACP 
countries: Negotiations could be focussed on the question of 
enhancing industry's contribution to the national economy and 
particularly to the rural sector. Emergency rehabilitat:.on 
progrannes could concentrate on industrial units with significar.t 
output and subcontt'acting linkages to the rural economy and the 
small informal sector. Priority ought to be accorded to agro-based 
and agricultural input industries, engineering and metalworking 
industries as well as product adaptation and provision of basic 
requirements f~r the rural population. 

(b) The adoption of an integrated industrialization strategy is not 
incompatible with the search for an expansion of markets for 
manufactured exports. The export strategy must be selective in the 
sense that products with maxi1Dtun backward linkages are given 
particular encouragement. National exr~rt strategies should also be 
regionally co-ordinated to ensure an avoidance of production 
duplication. A broadening of the pr~duct range presently covered by 
the STABEX and SYSMIN arrangements could contribute significantly 
towards the adoption of an export strategy which is an integral part 
of a coherent self-reliant industrialization programme'. Given the 
adverse impact of declining pdmary coDIDOdities prices: of most ACP 
States there exist a strong case for improved marke~ access and 
opportunities for manufacture through reduced tariff a~d non-t - riff 
barriers. 

' 

(c) Expansion of resources allocated to manufacturing is re~uired if the 
switch to an integrated industrialization strategy is , to be made. 
It is also required to arrest the de-industrialization trend to 
which most ACP States have been a victim since the early 1980s. The 
expanded resources could be devoted to the upgrading pf industrial 
capacity in the ACP States with priority being given 1:0 industrial 
planning, entrepreneurship, management, and technolpgy, project 
preparation and selection ir. co-operation with the priva,te sector. 

(d) New institutional functions to strengthen the role , of existing 
institutions. The negotiations cou!d consider mechanisms for 
extending the policy dialogue on industrial issues., This could 
involve an extension of the EC's role in the formulation and 
implementation of the SAP related work and an institutional focus 
may be necessary to ensure that this occurs. New ,institutional 
functions may also be required to expand private sector 
participation in the industrial policy making process and within EIB 
to increase its contribution to manufacturing investmemt in the ACP 
States. Regional institutions for the harmonization of national 
privatization and public sector rationalization progra11111es may also 
play a useful role. Finally, there is a case for strengthening the 
role of CDI and the ACP Secretariat in the field of industrial 
policy. UN agencies may usefully participate in supporting some of 
these institutional initiatives. 
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(e) Additional efforts and resources to conduct in·-depth research on 
industrializatior. could enable the ACP States to identify and assess 
their needs and opportunities, resources and constraints, issues and 
options as well as policies and strategies in the field of 
industry. As part of this exercise linkages could be strengthened 
with concerned international agencies, including UNIDO. 



l. BACKGROUND 

The origin of negotiations b~tween the Eu~Jpean Conmunity (EC) and 
developing countrieE" setting a "model" of North-South co-operation in economic 
development dates back to the signing of the Treaty of Rome in 1957. With the 
indepenrlence of many African States in the 1960s new links were established 
between the European Conmunity and 18 African States in the First Yaounde 
Convention (1965-1969), followed by further five years of co-operation under 
the Second Yaounde Conventi~n. The Lome I, which came into operation in April 
1976, represented a 'andmark with a significant step towarcs economic 
co-operation, expanding its sphere of activities from 19 African States to 46 
African, Caribbean and Pacific States (ACP). The Second Lome Convention 
(Lome II) came into operation in December 1980 and lasted until February 
1985. The Third Lome Convent ion is a trade and aid agreement running from 
January 1986 to December 1990, between the EC and 66 African, Caribbean and 
Pacific States. 

The ACP as a group encompasses 45 States in the continent of Africa and 
the States of the Indian Ocean, 13 Caribbean and 8 Pacific States.·l/ In 
terms of population some 391 million out of a total ACP population of 
401 million inhabit Sub-Saharan Africa. The Group of 66 ACP States is more 
than one-third of the States represented in the United Nations Organization. 
It is a highly diverse group both in terms of economic and industrial 
structure. 

The European Conwnunity and the ACP States in the Third Lome 
Convention£/ acknowledged that industrialization is a driving force in 
bringing about a balanced and diversified economic and social development and 
creating conditions conducive to the attainment of the ACP States collective 
self-reliance. Acknowledging industrialization as a driving force in bringing 
about structural transformation of the ACP States, the aim of industrial 
co-operation between the European Con111unity and the ACP States is directed 
towards deriving ful 1 benefit from those States' human and natural resources 
through the modernization of their societies; to create jobs; to generate and 
distribute income; to facilitate the transfer of technology and its adaption 
to conditions in the ACP States and their specific needs; to foster 
complementarity of the different branches of industry and between industry and 
the rural sector in order to make full use of the potential of the latter; and 
to promote new relations of dynamic complementarity in the industrial field 
between the Cormiunity and the ACP States. 

!/ The list of ACP States is presented in Annex A. 

y Selected Titles and Articles of the Lome III ACP-EEC Convention 
pertaining to ind·1strialization and trade are presented in Annex B. 
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The institutional instruments to achieve the aims of industrial 
development are also detailed in Title III. and include: 

financial and technical co-operation under the European Development 
Fund (EDF); 

a Co111nittee on Industrial Co-operation, supervised by the Coamittee of 
Ambassadors - Current Chairman is the Ambassador for Zambia; 

the European Investment Bank (EIB); 

the Centre for the Development of Industry (CDI). 

The strategies tailored to achieve the aims of industrial development 
include: 

The establishment and expansion of all types of viable enterprise 
which have been identified by the ACP States as important in terms of 
their development objectives. 

Special emphasis on the restoracion, upgrading, reorganization or 
restructuring of existing industrial capacities which are viable but 
temporarily out of action or performing badly and also on the 
maintenance of plant equipment and enterprises and, for this purpose, 
industrial co-operation sha!.l be focussed on assislance for the 
start-up or rehabilitation of such enterprises and on the relevant 
forms of training at all levels with particular attention paid to: 

- industries for the domestic processing of ACP raw materials; 

- agro-industries; 

- integral industries capable of creating links between the different 
sectors of the economy; and 

- industries which have a favourable effect on employment, the trade 
balance and regional integration. 

Connunity financing shall take the form, as a matter of 1 '.ority, of 
loans from the Bank on its own resources and of risk capital, th~~ being the 
specific financing methods for industrial enterprises (see Article 65). 

Special attention tc the particular needs and problems of the least 
developed, landlocked and island States notably in the following area~: 

- processing of raw materials; 
- developnnent, transfer and adaption of technology; 
- development and financing of schemes in favour of small- and 

mediwn-sized industrial enterprises; 
development of industrial infrastructure and energy and mining 
resources; and 

- adequate training in the scientific and technical areas. 
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The Centre for the Development of Industry (CDI) was created to pay 
special attention to the specific problems that arise as regards promotion of 
industrialization activities of the least-developed, landlocked and i~land ACP 
States. At the request of one or more least-developed ACP States the CDI 
grants special assistance for identifying on the spot, examining, assessing, 
preparing, promoting and assisting in the implementation of industrial 
projects in the ACP State concerned. The European Coamunity endeavours to 
contribute in a spirit of mutual interest to the development of ACP-EC and 
intra-ACP co-operation between enterprises by information and industrial 
promotion activities. Selected Articles of Lome III deal with crucial areas 
in the sphere of co-operation between the European Community and the ACP 
States: 

the Coamunity shall contribute to the establishment and development of 
sm.2.ll- and medium-sized enterprises in the artisanal, coamercial, 
service and industries sectors ••• (Articles 67 and 206). 

Assistance in the field of industrial training at all levels: 

the Contracting Parties recognize the importance of private investment 
for the promotion of their development co-operation and acknowledge in 
this respect the need to take such steps as would promote such 
investment ••• (Title IV Article 240~~ 

projects or progrL"mnes may be financed by grant, or by special loan, 
or by risk capital, or by loans from the Bank from its own resources, 
or jointly by two or more of these means of financing • • . (Article 
197); 

"·ith a view to aiding the implementation of operations of general 
interest to the economy of the ACP States, the Co11111unity may 
c~ntribute to the formation of risk capital ••• (Article 199); 

the financial resources of the Co11D1Unity may be applied at the request 
of the ACP States, to co-financing ••• (Article 200); and 

regional co-operation including inter-regional 
marketing enterprises ••• (Article 113). 

production and 

An assessment of the prov1s1ons for industrial co-operation in the 
Convention indicates that an impressive framework of aims, instruments, and 
strategies already exists in the 'letter' of the Convention. Yet the 
practical implementation falls short of the aspirations. 

By adapting the Titles and Articles of the Lome Conventions to the 
changing economic realities of the ACP States, the issue may be seen as one 
pri1narily of a political co11111itment to the impleme'ltation of the spirit of the 
Convention, both by the ACP, and their EC partners. Apart from marginal 
amendments and some additions to keep pace with recent ~conomic policy trends, 
for example the evolution of the dialogue on structural adjustment, and shifts 
of emphasis towards private enterprise. it is difficult to foresee the need 
for any major new amendments in the "letter" of the Convention for industrial 
co-operation. 

In the light of the poor performance of industry under Lome, however, it 
may be desirable and possible 'to atgue for a new Industry Strategy Initiative, 
similar to previous initiatives on'food security, desertification, etc. 
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2. REGIONAL OVERVIEW OF IIDUS!RIAL PERFORftANCE IN THE ACP STATES 

2.l ACP member s~ates of Sub-Saharan Africa (ACP/~SA) 

2.1. l Recer.c economic trends ----

In recent years the ACP member States of Sub-Saharan A~ rica (ACP /SSA') 
represented a continent with the lowest pace of economic gro·.rth in the Third 
World. Growth of GDP in real terms for ACP/SSA was estimat,~d at less than 
1 per cent in 198~. following a 1 per r.ent decline for five cora5ecutive years 
ending in 1985. According to recent estimates growth of GDP in real term5 
recorded hardly 1 per cent in 1987. However, the regional average conceal!s 
wide variations; oil-exporting countries continued to experience negative rea'l 
growth in 1986, and grew by a mere 0.3 per cent in 1987, bearing the burden of 
the oil price-induced recession. Middle-income energy-importing countries and 
low-income countries recorded 3.3 per cent and 4.7 per cent GDP growth 
respectively in 1986, keeping pace with population growth. In the case of the 
t>oorest African countries the decline in real per capita output which set i'n 
the mid-seventies appears to have been temporarily halted in 1986, largel'y 
because of the recovery of harvests following the catastrophic drought o'f 
l984-1985. However, within the poorest group the most heavily indebte

1

d 
cuuntries suffered a further decline in ~capita output. Economi'c 
indicators showing a detailed classification of ACP/SSA by country and regio

1

n 
~s presented in Table l depict significant regional differenc~s. For exampl

1

e 
the average annual GDP per capita growth is lower for Western as compared wit

1

h 
Eastern Africa, and their debt burden higher. HowP.ver. the overall long-te~m 
~ecord is dismal. In the period 1980 to 1985 aln:ost half the countries in the 
~CP/SSA group suffered negative average annual GDP per capita growth. ' 

, Though Su . ..i-Saharan African countries managed to increase their exports i,n 
'{Olume terms, the steep decline of conwnodity prices severely affected expor;t 
earnings in 1986. The value of total Co11111unity imports from the African A~P 
~ountries fell from ECU 29 billion in 1985 to ECU 18 billion in 1986, despi~e 
a 1. 5 per cent increase in volume: terms. The deterioration in the terms qf 
trade wiped out the -xpected benef~ts of increased production and resulted ~n 

a decline in ~E capita consumptioq in many countries. 

The fall in export earnings had an i11111ediate impact on the debt-servicing 
and import capacity of Sub-Saharan African economies. Despite debt relief 
mea~ures initiated by a number of l,enders since the United Nations special 
session in June 1986 ar.d nwnercus rescheduling ope rat ions, external 
indebtedness has continued to increase in Africa, and for many countries the 
debt servicing burden has grown much heavier, exposing them to the state of 
','country risk" in international lending. 

The total external debt of, Sub-Saharan Africa1 /, estimated at $90 
billion at the end of 1985, is now in excess of $100 billion. The aggregate 
ex __ ante debt serviciing ratio for Sub-Saharan Africa was 42 per cent in 1986, 
with an ave rag~ of ,close to 60 per cent for the 22 countries classified as 
debt-distressed. The structure of African debt, regarded as compar:-atively 
favourable at the beginning of the decade, has been altered by rescheduling, 
conditionality agree1ments <\nd adjustment loans and is now increasingly rigid, 
partly because of the growing preponderance of debt to multilateral financial 
institutions. 

l/ For details see' UNIDO, "Industry and External Debt in Africa: 
A Preliminary Analysis", !!!~-~~~.!.Y. anif _D~yelopment, No. 17, 1986. 



Table 1: Selected economic indicators of the ACP States cf SSA, 1975-1985 ( selected yeara and perioda) 

Average 
Average annual Total 
annual Total Total Total Cereal CNP CDP per external Debt 

Total population land arable net imports/ per capita public aervice/ 
population growth area land ODA CNP capita growth debt exports 

~ubregion/country 1985 1975-1985 ( '000 (million 1984 l·.'~; 1985 1980-1985 1985 1985 
(million) (percentage:) sq km) ha) (S'OOO) (percentage) ($) (p~rcentage) ($ billion) (percentage) 

Southern Africa 

Botswana 1.1 3.2 60.0 1. 4 91 3.2 840 7.6 0.3 2,9£/ 
- '.esotho __ - l~ 5 2.2 3.0 0.3 94 2.9 470 -0.9 0.2 6.2 
~lawi 1.0 3.0 11.8 2.4 113 o.s 170 -1.2 0.8 28, l A/ 

..,waziland 0.8 - l. 7 0.2 30·a,/ 1.0 646 -0.1 0.3&/ 4.9£/ a-
1ambia 6.7 3.4 75.3 5.2 329 1. 3 390 -2.5 3.2 10.2 
limbabwe 8.4 3.1 39.1 2.7 237 0.4 680 -1.1 1. 5 32.2 

... OTAL 25.5 3.2 190.9 12.2 900 1. 6'1L/ 533ll./ 0.3&/ 6.3 4.1.v 

Coastal 

Benin 4.0 2.9 11.3 1.4 96 1.0 260 -1. 2 0.8 30.6 
Ghana 12.7 2.6 23.9 1.1 204 0.6 380 -3.0 1. 2 12.2 
Guinea 6.2 2.4 24.6 1.5 119 1. 5 320 0.5 1. 3 16.0 
Guinea Bissau 0.9 4.1 3.6 0.3 53&-' 3.1 169 0.5 1.6.a./ 15.3&/ 
Cote d'Ivoire 10.l 4.0 32.2 2.9 125 l. 5 660 -4.0 5. 7 17.4 
Liberia 2.2 3.2 11. l 0.1 91 4.0 470 -5.8 ('1,9 3.8 
Nigeria 99.1 3.9 92.4 28.6 32 0.6 800 -4.5 13 .o 30.8 
Togo 3.0 2.7 5.7 1.4 114 2.0 230 -5.1 0.8 27.5 
Sierra Leone 3.7 2.1 7.2 1.6 66 2.2 350 -2.l 0.4 5.7 

- .,,JTAL 142.5 3.6 212.0 38.9 900 1. 9ll/ 404ll/ -2.1&/ 25.7 17.7ll/ 



Table 1 (continued) 
- - - - - - - - - - -- - - - -

Average 
Average annual Total 
annual Total Total Total Cereal GNP GDP per external Debt 

Total population land arable net imports/ per capita public service/ 
population growth a:-ea land ODA GNP capita growth debt exports 

Subregion/country 1985 1975-1985 ('000 (million 1984 1985 1985 1980-1985 1985 1985 
(million) (percentage) sq km) ha) ($'000) (percentage) ($) (percentage) ($ billion) (percentage) 

- - - - -

Central Africa 

_ Cameroon 10.2 3.0 47.5 5.9 481 0.3 810 3.9 2.0 10.0 
Central African Rep. 2.6 2.2 62.3 1.9 105 o. 7 260 -1.4 o. 3 11.8 ...., 
Congo 1.9 3.1 34.2 0.7 71 1.1 1, 110 5. 1 1.8 19.6 
Equatorial Guinea 0.3 2.1 2.8 0.2 is•" ... . .. -1.0 0.1 &/ 12.3 
Cabon 1.2 1.8 26.8 0.3 73•" 0.4 3,340 -0.6 l .o•" 14.2•" 
Sao Tome and Principe 0.1 1. 2 0.1 0.1 11•" 0.6 278 -l. 2 
Zaire 30.6 3.2 234.5 6.0 324 1.3 170 -1. 7 4.8 8.6 

TOTAL 46.9 2.9 40J.2 15.1 1,080 o. 7&/ 995•" c "II./ 10.0 12.75&/ 

Western Africa Sahel 
- - - - -

Burkina Faso 7.9 3.5 27.4 2.6 197 3.5 150 -3.9 0.5 28.6 4
" 

Cape Verde 0.3 1.4 0.4 0.1 59•" 6.4 428 1.9 0.2•" 200.0•" 
Chad 5.0 2.2 128.4 3.1 182 . . . ... -7 .4 0.1 o.s•" 
Gambia 0.6 2.1 1.1 0.2 544

" 8.2 23 -0.9 0,3•" 15. 5•·" 
- - Mal-i - - 7.5 1.8 124.0 2.1 380 5.2 150 -2.6 1. 3 16.6 

Mauritania 1. 7 2.0 103.l 3.7 205 6.0 420 -1. 3 1.4 19.0 
Niger 6.4 3.1 126.7 3.7 305 3.8 250 -1.8 0.8 26.7 
Senegal 6.6 3.2 19.6 5.2 205 ... 370 l.4 2.0 9.0 

Tl'\TAL 36.0 2.6 530.6 17.1 1,677 .... s•" 284&/ -1.84
" 6.6 39,5.la" 



Table 1 (continued) 

Average 
Average annual Total 
annual Total Total Total Cereal GNP GDP per external Debt 

Total population land arable taet imports/ per capita public service/ 
popul-a t1on - -growth - area land ODA GNP capita growth debt exports 

Subregion/country 1985 197!>-1985 ( 'OOC' (million 1984 1985 1985 1980-1985 1985 1985 
(million) (percentage) sq km) ha) ($'000) (percentage) ($) (percentage) ($ billion) (percentage) 

Ea1tern Africa 

Burv- ..'.i 4.7 2.4 2.8 1.1 143 0.7 230 -0.9 0.4 
Comoros 0.4 2.9 0.2 0.1 34.1./ 3.5 278 0.4 o. 2.1./ 
Djibouti 0.4 5.5 2.2 2.2 59.1./ ... . .. -0 • '· 

o. 2.&·' 
Ethiopia 42.3 2.1 122.2 13.2 710 3 • '· 110 -2.0 l. 7 
Kenya 20.4 4.1 58.3 1. 9 439 1.0 290 -1.6 2.9 
~dagascar 10.2 3.0 58.7 2.5 182 1.6 240 -3.9 2.3 
~uritius 1.1 2.0 0.2 0.1 32.1./ 3.3 1,070 2.5 o. 5.1./ 
Rwanda 6.0 3.4 2.6 o. 7 181 0.6 280 0.1 0.3 
5eychelles o. 7 3.4 0.')3 0.006 15.&/ ... . .. -4.2 0 .1 ... " 
Somalia 5.4 5.0 63.8 1.1 354 5.2 280 4.0 1. 3 
Sudan 21.9 3.2 250.6 12.4 1,129 2.6 300 -3.5 5.1 
Tanzania 22.2 3.3 94.5 4.1 487 1.0 270 -3.1 3.0 
Uganda 14.7 2.6 23.6 4.9 184 ... . .. 0.1 0.7 

TOTAL 150.4 3.0 679.7 44.3 3,949 2,3.1." 335·11./ -1.0 18.7 

Sources: World Bank, World Development Report, 1987; The World Bank Atlas 1987; FAO, Production Year Book 1986, FAD, 
Trade Year Book 1986; and UNIDO data base. 

!_/ 1984. 
'!!.I 1983. 
i:_/ 1982. 

16.6 
4.4"'" 

12 .6 ... ,. 00 

10.~ 
25.5 
19.6 
20.1 &" 

4.3 
13,4.1./ 
44.8 
15.6 
16.7 

17. oa/ 
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As a result of the fall in the p•Jrchasing power of exports and the 
increasing demands made on foreign currency earnings by debt servicing 
requirements, the import capacity of Sub-Saharan Africa again declined in 1986 
from $28.5 billion to under $27 billion. In the most heavily indebted 
countries, per capita imports fell by almost 7 per cent per year in real terms 
from 1980 to 1985 and are now lower than they were in 1970. 

The shortage of imported g0ods is felt in industry and other productive 
sectors, severely affecting ca?acity utilizatio~ rates. It also has an 
immediate social impact, in that it disrupts essential collective services. 
It further jecpardizes the maintenance of basic infras~ructure. Most 
Sub-Saharan African countries are caught up in a vicious circle of debt, 
foreign currency shortage and recession. It is to this challenge that the new 
ACP/EC convention must respond. 

2.1.2 The degree of industrialization in ACP/SSA 

The low overall level of indu.:;trialization in SSA!.' is revealed by the 
share of manufacturing in GDP in 1965 and 1985 relative to other developing 
countries. Not only is the share of SSA countries well below the norm for the 
relevant income levels in both years, the middle-income African countries, 
suffered a declinE in the share of manufacturing over the two decades 
(Table 2). 

In at least seven African countries the manufacturing seclor is still at 
its embryonic stage, accounting for less than 5 per cent of monetised gross 
domestic product. Its contribution to generating income has been negligible. 
Simiiarly in twenty countries, with 12 per cer.t of the regional SSA 
population, manufacturing activities are of marginal significance. 

Table '; Contribution of manu~acturing to GDP, 1965 and 1985 
(percentage) 

1965 1985 

-------- ------- ----

Low-income economies 21.0 26.0 

Low-income SSA countries 9.0 

Lower-middle income developing countries 16.0 17 .o 

Lower-middle income SSA countries 9.0 

~./ 1984. 

l/ For an overview of industrialization in Africa see UNIOO, "Re_g~~~!.:atin_g 
~f_ric~n __ I°-dus_t ry: _ ~re:~-i~_gno_s_ ti<:: C~~nt ry ~u-~v~s", (forthcoming). 
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In the perio.- 1970 to 1985 some 27 African countries suffered negative 
grovth rates of MVA per capita. Table 3 ~hows that all regions of the ACP/SSA 
suffered a contraction of their already weak manufacturing base, and hence 
income-generating capacity. In the case of Western and Southern Africa the 
decline in MVA per capita continued over the whole period from 1970 to 1985. 
The least developed countries in Africa suffered a 1.1 per cent and 3. 7 per 
cent decline in MVA and MVA per capita respectively during 1970-1985. 

In comparison to other developing countries. several of the SSA countries 
however have exhibited fairly ".'"obust performances. Some of the low-income 
countries, like Burundi, Rwanda, Senegal and Malawi, and middle-income oil 
importers like Mauritania and Botswana, have sustained rates of growth 
comparable to many countries in other regiClns. The comparison, however, is 
distorted by the very small bases with which many of the African countries 
start. Among the dozen more industrialized SSA countries (i.e., with MVA over 
$300 million in 1983), five show consistently positive growth rate, while two 
(Ghana and Zambia) show consistently negative rates. Five countries in 
descending order, Gabon, Zimbabwe, Mauritius, Zambia and Cote d'Ivoire have 
per capita MVA of over $100. The lead established by Gabon is explained by 
its petroleum resources (and associated processing), which makes it by far the 
richest country in SSA, with per capita 1984 income of $3,580. Nigeria's 
large population drags down its figure to a fairly low level. Ghana, an early 
starter in the sphere of industrialization, is even lower, a testimony to its 
long years of decline. Mauritius, with its dynamic export sector, has almost 
caught up with Zimbabwe, whose large industrial base has been stagnant. 

Industrialization hae principally taken the form of import substitution 
of a dozen or so ind us trial activities, virtually the same in each country, 
e.g., beer-making, manufacture of soft d1·inks, cotton textiles, Raints and 
varnishes, confectionery, cigarettes, footwear, flour-milling, canni~g, cement 
manufacture, bottle-making, plastic articles, etc. There has al~o been a 
certain amount of treatment of raw materials for export. Two-thir'1s of the 
activities are light industries producing consumer goods, catering, primarily 
for the needs of a relatively high-income privileged minority. Tl;lere is a 
virtual absence of intermediate industries or industries producing capital 
goods. By and large in all the countries, with the exception of Mauritius, 
there has been no redeployment of industry to areas where manpower is cheap 
and efficient. 

There has been practically no integration (upstream, downstream or 
between sectors) to generate growth. There have therefore been no multiplier 
or induced effects (except, to a certain extent, in cotton anrl ,textiles). 
There are high-cost industries for a whole number of inter-related reasons 
(inadequate infrastructure, high staffing costs, excessive size, from an 
economic point of view or insufficient from a technical angle, absence of 
industrial environment, under-utiliz.~tion of caparity, imposed minimum wages) 
and also because incentives to reduce costs have been systematicaUy blunted , 
by various types of protectionist policy. Most undertakings, are not 
competitive internationally, some (e.g. assembly industries) consume more, 
foreign exchange than they save and many are unprofitatle, at present, at least. , 

The development contribution of this tardy industrialization process with , 
no real base has therefore been very small, with little value added, limited, 
contribution in terms of foreign exchange, few jobs created, meagre' (and very , 
unequal) income distribution, exacerbation of the backwardness of' the rural 
economy and of the existing insecure food situation, negative effect 'on 
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Table 3: Growth of manufacturing value added in SSA, by area, 1970-1985 
(selected periods and years) 

MVA :n curr~nt S •illion 
ltVA ...,r capita er-th ral .. lnd"x 

!t~aioa./•r~• in ~urrent $ (at 198(' 2rkH) (1980•100) 
198S 1970-1985 1970-1973 197l-191S 1975-1980 1980-1985 1911 1912 1983 198" 

No,..lb Afdc• 
l'IVA 18,019 6.S >.l 6.0 6.il 6.1 106 Ill 122 1?8 
flVA pu ~•pi l• 147 l.7 2.9 3.S ].9 l-" IOl 107 112 llS 

""chr"b 
l'll'A 1, 10 6.8 9.2 S.6 1.0 S.3 106 110 119 l21o 
llVA ,..r capita lSl 4.0 6.4 2.9 4.2 2.5 10] 105 109 112 

rent r~ I Africa 
l'IVA ?,056 6.0 S.7 -0.6 l.S 12.0 118 l"l 151 167 
l'IVA p..r capita 29 3.2 l.1 -].? 0.1 8.9 us 13" 139 149 

t:EPCL 

""" l82 2.0 5.1 "· l 0.8 1.6 102 98 104 105 

""" per capita 9 -0.9 2.l 1.2 -2.0 -1.4 99 93 95 93 

SIJf.AC 
ltVA 1,630 8.3 l.2 5.3 4.7 14.8 12" 156 167 188 
ltVA per capita 79 5.8 l.1 3.1 2.l 12.0 121 149 156 111 

West Africa 
f!VA S,561 S.3 8.8 6.0 7.2 -3.1 106 101 98 86 
llVA per capita 33 2.1 5.6 2.8 3.9 -6.7 103 100 89 76 

t.'.EAO 
ltVA 1,642 3.0 6.0 4.S 2.9 0.3 103 104 103 lOl 

""" per 
capita 18 0.2 3.2 1.7 o.o -2.6 100 98 95 92 

PWllUN 
ltVA I 78 1.8 7.8 3.6 2.7 -3.7 106 95 100 9l 
f!VA per capita IS -0.4 S.7 l.S 0.4 -S.9 103 91 93 85 

Western and 
Southern Africa 

flVA 4,82S l. l 6.8 -1.2 0.3 1.5 104 104 104 105 
ltVA per ca pi ta 30 -2.0 3.8 -4.1 -2.8 -1.6 101 98 95 93 

Al rica LDC 

""" 2,71>7 -1.1 0.3 -0.3 -3. l 1.4 97 96 101 103 
ftVA per ca pi ta n -3.1 -2.2 -2.8 -'L7 -1.4 95 .•l 93 9l 

~: UNlDO. Handbook of Industrial Statistics, 1988 (Forthcooain1). 

!!2!!_: Crouped accordin1 to UNCTIJ>, Handbook of International Trade and Developooenl Statistics, 1985 (TD/STA.13). 

,..&hreb Alaeria, Pio roe co, Tur.is la 

Ct:PCL Econo.ic c ....... nity of the Creat Lakes eo.mtriea: 
Burundi• awanda, :Uire. 

Ullt:AC Customs and Eco-ic Union of Central Afrlca: 
c ... roon, Central African lepubllc, Cltad,'Con10, Equatorial Guinea, Cabon. 

1:uo West African Eco-le CollllltlnitJ: 
Benin, lurkin Fa•o, Cote d'Ivoire, "-Ii, Mauritania, Niger, Sene1al. 

ltAlllUN l'lanu •Iver Union: 
Cuinea, Liberia, Sierra Leone. 

198~ 

l ].I 
lli 

1: 
II: 

l 1l 
IS~ 

10, 
9~ 

201 
178 

88 
76 

102 
88 

82 
73 

110 
94 

106 
92 
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overall competitiveness, scarcely any induced effects, foreign debts and 
strains on the budget, and increased externa!. dependence, leadfng to the 
existence of an incomplete, unbalanced and vulnerable industrial structure. 
The weight cf ACP/SSA industry set against world industry is negligible -
$15 billion, or less than 0.5 per cent of world manufacturing value added, 
which is proportionately less than the rest of the developing world, and 
growth is also lower than in other regions. 

2.1.3 An overview of industrial performance in ACP/SSA 

The record of industrial performance in ACP/SSA view~d in the context of 
the objectives set out in the Lome Conventions presents a dismal picture. 
Despite success in few manufacturing subsectors in some countries, there is a 
general concensus that industrialization in the ACP States of SSA coutinues to 
be at least embryonic, with incomplete, unbalanced and vulnerable structures. 

The key issue is that Africa is endowed with both agricultural and 
mineral resources, with vast potential for the development of manganese, 
phosphates, iron ore, bauxite, tin, copper and diamond-based industries; yet 
exploration and product development in these branches is virtually at a 
stand-still. The region continues to import an increasing proportion of 
processed mineral intermeaiate pre-ducts, and the ample potenti:1l for increased 
utilization of intra-industry linkages remains unexploited. 

The extent of import de~endence in manufacturing: far from self-reliance 

UNIDO has compiletl data for over 40 African countries, for the time 
periods 1972-1974 and 1979-1981, on the share of domestic production and 
imports in apparent consumption (defined as domestic production plus imports 
less exports) for over 100 conunodities •. !/ The main features are sununarized 
in Table 4. The Table, however, is incomplete, primarily because it excludes 
all products in category 38 of the International Standard Industrial Classi­
fication of All Economic Activities (!SIC) (category 17 of the Standard 
International Trade Classification (SITC)), i.e., metal products, machinery 
and transport equipment. Domestic production in precisely these branches grew 
significantly during the period 1973-1981 in some countries; however, since an 
overwhelmingly large proportion of this production is of assembly character, 
its import content is likely to be high and broadly in line with trends 
pr~sented in Table 4. 

Table 4 presents a truly alarming picture of the extent of Africa's 
import dependence as far as manufacturing industry is concerned. It is clear 
that an overwhelmingly large proportfon of these imports are obtained from 
outside Africa. Food manufacturing and textiles are the only branches in 
which the import to apparent consumption ratio is below 25 per cent for the 
majority of countries for which data are available. Soap is the only chemical 
product within this category. Two other chemical products (liquified 
petroleum gas and distillate fuels) have import to apparent consumption ratios 
below 50 per cent for the majority of African countries. Motor gasoliQe in 
the period 1979-1981 may al:;o be regarded as a borderline case. Eighteen of 
the 41 countries for which data are available had import to apparent 
consumption ratios above 50 per cent. 

Source: UNIDO, "Industry and External Debt in Africa: A Preliminary 
Analysis", Industry_and __ peve~rn~_f1_~. No.17, 1986. 
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Of all the items • 54 per cent exhibited. import to apparent consumption 
ratios approaching 100 per cent for all or almost all African countries. For 
another 28 items (12 per cent of the total), the majority of African countries 
had imp~rt ratios approaching 100 per cent. These categories included 
virtually the whole range of intermediate industrial inputs (including most 
chemicals, all mineral processed products an..:i even wood, pulp and paper) 
necessary for the development of an integrated industrial str~cture. 

Another feature of African industrialization revealed in Table 4 is the 
surprisingly small change that took place in import ratios between the periods 
1972-1~74 and 1979-1981. Out of the 43 coDIDOdities included in category 1 
(i.e. with import ratios approaching 100 per cent in almost all countries), as 
many as 38 coll'lllodities remained within it in both time periods. Three 
products (wood pulp sulphate, non-cellulosic staple and lubricating oil) moved 
down one category and had import ratios approaching 100 per cent in the 
majority of African countries. Two products (glycerine and unwrought lead) 
moved up to category 1. By 1981. all African countries had an import ratio of 
100 per cent in these conunodities. 

The picture at the other end of the list is more ~omplex. Five of the 13 
coR1110dities included in the lowest category (with import ratios below 25 per 
cent for the majority of countries) have moved; but only three (cheese, raw 
sugar and refined sugar) have moved in the "right" direction anci achieved a 
lowering of their import to apparent consumption ratios vis-a~vis the period 
1972-1981. Movement in the intermediate categories is also limited. Seven 
products (malt, motor gasoline, distillate fuel, raw sugar, liquid petroleum 
gas, chee~e and refined sugar) out of a total of 23 moved in the "right" 
direct=on. The overall impression, therefore, must be that the pace of import 
substitution and domestic integration of production somewhat slackened during 
the 1970s and remained largely confined to the petroleum-based products. No 
progress whatsoever has been made in terms of the major categories of 
industrial intermediates or in the production of fertilizers. In all 
fertilizer categories, the majority of the African countries continued to have 
import to apparent consumption ratios of approximately 100 per cent during the 
l970s. 1/ 

There is no evidence of any sip,nificant improvement in the ACP/SSA 
States' drive towards self-reliance as spelled out in Title II I of the Lome 
Conventionc: which endeavours to strengthen development efforts in pursuit of 
achieving elf-reliance. 

11 The "Afr.ica" category includes north Africa non-signatory ACP States. 
This category may be accepted as an indicator of the ACP/SSA/EC 
experience since over the period analyzed the ACP/SSA States accounted 
for over 90 per cent of the African States' aggregate figure of the 
European Community's imports of manufactured goods. The EC has special 
agreements with a number of North African and West Asian countries and 
the impact of the current negotiations on the relationship between these 
states and the EC is likely to be significant. This paper does not 
address this question sio~e the North African and ··est Asian countries 
are no~ participants in the current round of negotiation. 
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Table 4: SUl!IDary of data on import content of apparent consumption for 
selected conmodities in 40 African countries, 1972-1981 
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Source: UNIDO, "Africa in Figures", IS.517, 6 February 1985, Table 7. 

~I Import ro apparent consumption ratio. 
bl During the period 1972-1974. 
~I During the period 1979-1981. 
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~I Each commodity is counted twice: once for the period' 1972-L974 and once 
for the period 1979-1981. 
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Exports of manufactures: disappointing experience with the EC 

As indicated in Table 5. there is clear evidence that a long-term decline 
in the market share for the European Co11111uni ty imports of African States' l · 

manufactured goods had set in by the mid-1970s. continuing in the 
mid-eigthies. 1/ By contrast the declining trend in shares to the US and 
Japanese markets reversed from 1980 to 1984. Almost certainly the economic 
climate within the European Community. especially between 1980 and 1982, 
contributed substantially to the disappointing experience of the ACP States 
as suppliers of manufactured products. The period 1980-1984 saw lower average 
annual growth rates for imported manufactured products. compared with the 
average performance for the period 1970-1980. However. this should not be 
allowed to hide the fact that rates of growth of manufactured imports from the 
African ACP States for the period 1970-1984 have always been lower than those 
achieved by any of the other g".'oupings. Almost certainly these data reflect 
to some degree the supply sid·'? problems in the production of manufactured 
goods. 

During the 1970s and t:1e 1980s the value of trade in manufactured goods 
between the industrialized countries and the developing countries increased 
substantially. Developing countries accounted for 33.6 per cent ~f 

industrialized country imports of manufactures in 1984 compared with a share 
in this market of less than 20 per cent in 1980. This rising importance of 
developing countries is reflected in the average annual growth rate of 
14.6 per cent for 1980-1984. But the rr.ajor source of this growth was the US 
market (Table 5). In contrast to t!•! U.S.A., the European Community declined 
in relative importance as an importer of manufactured products from developing 
countries between 1970 and 1984. In 1970 the Community was the largest 
importer of manufacturing goods from developing countries within the 
industrialized countries absorbing 43.8 per cent of this trade. By 1980 this 
share had fallen to just under 40 per cent, and by 1984 it stood at only 
24.7 per cent. 

While exports and imports between Afr.ica and the European Conununity have 
risen in value the expected increase in trade shares has not been achieved. 
The import value index of manufactured goods (1980 = 100) from Africa to the 
European Cormnunity rose from 31 to 99 in 1981 and 154 in 1984. The export 
value index of manufactured goods (1980 = 100) from EC to Africa rose from 22 
in 1970 to 126 in 1981 and remained at 126 in 1984. 

The share of non-EC imports of manufactured goods from Africa fell from 
7.7 per cent in 1970 to 5.5 per cent in lijSO. and to 5.3 per cent in 1984. 
Africa's share of EC import trade from all developing countries fell sharply 
from 45 per cent in 1970 to 28 per cent in 1980 and 27.5 per cent in 1984, due 
primarily to the emergence of Asia as a major exporter to EC. In 1970 the 
value of EC imports of manufactured goods from Asia was three-quarters that 
from Africa, but by 1984 was more than double in value the imports from Africa. 

Source: EUROSTAT, EC-Deve!.Q..Q__ing Countrie~ Manufactured Products -
Analysis, 1~70-1984. Luxembo~rg, Hi9ifi:---,-·- -----------------------

, 



Tabl~ 5: Share of manufactures in imports of all products 
from developing countries, 1970, 1980 and 1984 

(percentage) 

All 
industrialized 

- _ t:xporter ~ countries _____ USA 

1970 1980 1984 1970 1980 1984 

- -

!leveloping 
countries 2l1. 4 19.5 33.b 11 •• 3 27.2 51. 5 

Mid-income 
developing countries 14.9 5.7 8. 7 13.3 4.6 11.0 

l.nw-income 
•l.:veloping countries 9.8 30. 5 29.3 11.1 37.7 45.6 

AL'.t' 28.7 11. 2 12.9 14.2 5.4 11. 2 

Middle income ACP ')., '> ,..,, .. 24.0 30.4 68.2 14.6 34.2 

Other ACP 20.4 2.0. 3 36.4 36.0 33.1 56.1 

Africa 23.2 13.3 18.0 23.6 6.2 17.9 

Low-income Africa 17."3 - -ir.1 28.3 18.4 22.3 34.l 

Asia 25.5 21.4 41.b 58.4 43.2 71.0 

S~: EUROSTAT. 

~/- Ten European-Member States. 

EC a' _____ _ J~i:>an ---
1970 1980 1984 1970 1980 1984 

-

20.1 19.8 25.5 13.S 9.3 13.6 

16.6 8.0 9.5 12. 0 2. 7 4.3 ,... 
"" 

5.1 31.4 26.4 LS.4 5.8 ~.9 

30.6 14.2 12.2 54.0 28.7 30.3 

21.8 'L 7. 2 28.5 27.7 26.b 31. 9 

16.3 19.7 28.3 9.3 8.6 13.1 

20.9 17.0 17.3 48.9 27.6 35.5 

20.1 21.4 18.5 11. l 23.5 24.4 

19.0 21.1 36.8 8.9 7.4 11. 8 
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The share of non-EC exports of manufactured goods to Africa increased 
from 14.8 per cent in 1970 to 19.l per cent in 1981 and fell to 14.l per cent 
in 1984. Africa's share of EC export trade in manufactured goods to all 
developing countries fell from 45.7 per cent in 1970 tc 44.3 per cent in 1980 
and 38.6 per cent in 1984. As in the case of imports, it is Europe's exports 
to Asia which have been the major factor in pushing down Africa's share. 

The USA as a market for Africa's exports of mar.ufactured goods has grown 
faster than the EC, but this is from a low base, and in total is only a third 
of the absolute size of the E., market. Similarly US exports of manufactured 
gooJs to Africa have increased faster than those of the EC, but again from a 
low base, and in total are only some 16 per cent of the EC exports. 

Japan as a market for Africa's exports of manufactured goods doubled in 
value over the 1970 to 1984 period, but from a low base and remains less than 
10 per cent of the size of the EC market. Japan's exports of manufactured 
products to Africa grew fast to 1981 but also then fell back, and by 1984 were 
about 16 per cent of the EC exports. 

The European Connunity is, thus, the most important market and source of 
manufactured goods for Africa. However, the Africa-EC trade patterns in 
manufactured products have changed in the opposite direction to vhat might 
have b€en anticipated from the objective of Lome. The relative importance of 
the EC as a market for Africa's manufactured exports and source for 
manufactured imports has declined, despite the fact that trade concessions of 
industrial goods are particularly liberal under Lome. This includes granting 
free access to all ACP industrial products as defined in EC customs 
regulations, although these preferences have been eroded with the 
implementation of other schemes such as Generalized System of Preference 
(GSP). Intra-regional trade in SSA has remained disappointingly low, only 
accounting for 5 per cent of their exports in 1983. More recent data on 
EC/ACP trade shows relatively good growth rates for 1983-1985, and it is 
suggested that the Lome Convention had a buffer-effect on EC/ACP trade, as 
compared with the volatility of other developing country trade. Jn 1986/87, 
the margin on international trade in goods had diminished so rapidly that 
there has been a serious decline in manufactured EC/ACP trade. The following 
two principal instrumentss seem to violate the spirit of Lome: 

a) The impositions of voluntary export restraints (VERs), whereby the 
ACP State concerned agrees to limit exports through self-restraint 
on the threat of having formal barriers imposed; and 

b) Over-restr.ictive rules of origin that require ACP States to supply 
an unrealistically large proportion of the final value of a product 
before it can benefit from the preferences. 

It is argued that the rules of origin are unreasonably tight, and that 
the EC is slow to grant preferences to new ACP exports that are eligible 
within the spirit, but not the letter of Lome, and that VERs have been 
imposed. It is contended that controls through VERs have been infrequent, and 
have been applied more sympathetically than to the ACP/SSA principal 
developing world competitors, with possible exceptions. 
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There seems to be clear evidence in the case of Mauritius that the Lome 
Convention played a part in the development of new exports. A significant 
movement of capital and expertise to manufacturing occurred from Hong Kong in 
the mid-1970s which seems to have been attracted by the prospect of 
preferential access to the European market. This formed a symbiotic 
relationship with indigenous and other foreign capital and contributed to the 
initial stimulus to the development of exports. Since then the rate of growth 
of new exports has slowed and Mauritius has been subject to some non-tariff 
restrictions, although these restrictions have been imposed more flexiblv on 
Mauritius than on non-ACP suppliers. 

In the case of the Cote d'Ivoire, the Lome Convention appears to have had 
a much smaller impact. The Cote d'Ivoire already enjoyed similar preferences 
in few countries of the EC, especially France, which remained its most 
important market for new exports, so there was 1 ittle change in the ex-ante 
and ex-post Lome situation. 

One hopeful and positive impact cf Lome may be its stireulus to the 
emergence of new products and hence modernization •. l/ A notable feature 
analyses pertaining to this area is that the ACP States involved in new 
exports include not only the middle-income members of thE group but also some 
low-income countries. The list includes Ethiopia (twelve new p .·oducts), Mali 
(seven products), Zaire (seven products), Tanzania (eleven products). Benin 
(six products), and Central African Republic (four products). Just over half 
the sixty six ACP countries group has been able to diversify into a least four 
new manufactured, processed agricultural or temperate agricultural goods. 
More advanced countries showed even greater gains - Mauritius (thirty-two 
products), Cote d'Ivoire (twenty-seven prociucts), Kenya (nineteen products), 
Senegal (seventeen ~roducts), and Cameroon (fourteen products). 

Employment creation: mixed sub-sectoral trends 

The industry share of labour force in SSA increased only sliLhtly from 
8 per cent to 9 per cent between 1965 and 1985. UNIDO data shows that the 
aver~ge number employed in manufacturing in ACP/SSA rose by 28 per cent 
between 1975 and 1980, but stagnated thereafter. Some key sectors did show a 
consistent expansion of employment opportunities and conswner goods 
industries, for example food manufacturing, beverages and tobacco appear to be 
the largest employers. However, other sectors, including non-traditional 
sectors such as plastics and metal products experienced decl foes (Table 6). 

I I 

' Unfortunately the statistics on manufacturing employment provide a very 
partial picture because they are restricted to the formal' sector. Yet the 
infqrmal sector in SSA is very extensive. very labour-intensive, and appears 
to ~ncompass a wide range of manufacturing activities. The exclusion of the 
infqrmal sector also limits the utility of output d:ata but, because 
ent~rprises tend to be very small, this is not so serious as the distortion to 
emp~oyment figures. 

!./ ' "Trade Diversification: 
A surv~. 1988, No. 4. 

Has Lome Source: C. Stevens and A. Weston, 
Helped?", in EEC and the Third World: 
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Table 6: Average number of persons employed in ACP/SSA 
manufacturing, 1975, 1980 and 1985 

( '000) 

Sector 1975 1980 

Manufacturing 939 1,210 

Food Hanuf acturing 182 207 

Beverages 45 63 

Tobacco 23 27 

Textiles 181 215 

Wearing Apparel 43 47 

Industrial Chemicals 13 20 

Rubber Products 22 25 

Plastic Products 10 40 

Iron and Steel 18 19 

Metal Products 
(excluding machinery) 68 90 

Transport Equipme:nt 44 64 

Other 291 3 9 3 

1985 

~,202 

' 234 

70 

34 

20E 

50 

19 

16 

21 

32 

79 

64 

375 

------1---------

Source: UNIOO. 

There is also evidence that some ACP/SSA countries have experienced sharp 
falls in manufacturing employment growth, for example in Kenya the 'percentage 
increase over the previous year of the nwnber employed in manu£acturing fell 
from 4.6 per cent in 1975 to 3.4 per cent in 1980, and to 2.9 per cent in 
1985. The Lome provisions do not seem to have had any significant, impact on 
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employment creation in either the formal or informal manufacturing sectors. 
In Nigeria the number employed in manufacturing fell from 432,000 persons in 
1980 to 339,000 persons in 1986. 

Estimates by UNIDO of wages and salaries in 1980 USS paid to employees in 
manufacturing in ACP/SSA indicate a fall of 14 per cent between 1975 and 1980, 
and an even steeper fall of 44 per cent between 1980 and 1985. At a 
sub-sector level the decline was not uniform. For example real earnings of 
employees in textiles fell more rapidly during 1975-1980, at 28 per cent than 
from 1980 to 1985, when the fall was 16 per cent. In iron and steel real 
earnings rose by 6 per cect in the first period but then fell by 21 per cent 
between 1980 and 1985. 

Contrary to the Lome objective of generating income, the manufacturing 
sector has experienced significant declines, Even so there is some evidence 
to show that wage levels are higher in manufacturing than in some other 
sectors, al though the evidence should be treated with extreme caution. A 
study of Nigeria shows wages in manufacturing were about 12 per cent higher 
than in the public sector, and about 17 per cent higher than in construction. 
There is also evidence that in some SSA countries wage rates may be high when 
compared internationally.!.-' Nigerian production costs need to approach 
those of the successful emerging NICs if there is to be any chance of domestic 
manufacturing becoming viable without heavy protection. 

Incidence of technical progress: 
structure-

yet to create an efficient industrial 

It is difficult to measure the technical and skill aspects of industrial 
transformation. An attempt could be Rldde to see these effects through an 
engineering-intensity indicator, and a skill-intensity indicator. The results 
of a recent exercise are shown in Table 7. Engineering-intensity was measured 
by the number of engineers employed per 1,000 employees in each industry 
group. On the assumption that such engineering intensity reflected universal 
technical norms (this clearly has to be qualified when the level of processing 
and local design work differ among countries), it provides an indication of 
the technological demands of African industry (if not the ability of SSA 
countries to fulfil those demands). Skill intensity was measured on the basis 
of relative wages and salaries in different US industries. ' 

The first four groups of industries shown in Table 7' - food, textiles, 
wood and paper - are both of low engineering and skill intensity by US 
measures. They are generally also local resource-base'd and (with the 
exception of paper) usually of low capital- and scale-intensity; all the 
various indicators of comparative advantage point to 'suggest that for 
countries with great scarcities of technological and othe~ skills, these are 
the industries to be developed first, both for import substitution and export 
promotion. Some technical and skill upgrading is implied 'by this, but these 
data cannot of course show whether upgrading has been succes~fully achieved. 

' ' !J Quoted in C. Stevens, Manufacturing Development in _fil_K..e,ri_~. O.D. I., 1988. 

' 

~I This section draws on the work of S. Lall, Ind'!S..t!:YJ._in SSA, Background 
paper for the World Bank, 1987. 



- 21 -

Table 7: Technical and skill measures of industrial transformation. 
1979 and 1984 
(percentage) 

Low Incaae Low !name Middle Iuca:!e Middle Incane \iorld 
Airica Asia Africa .\sia 

1973 1984 1973 1984 i9i3 1984 1973 1984 1973 1984 

1. Fcod, bevuages & toblcco 37.7 35.0 U.5 U.7 32.6 27.5 20.3 U.3 12.4 U.2 
2. Textiles, apparel & leather 22..J 15.9 24.2 14.7 13.2 9.9 22.6 28.0 10.2 5.4 
3. Wood md wood procb:ts 5.9 3.4 2.2 2.0 3.7 6.1 4.1 1.4 4.1 3.2 
4. Paper and paper products 4.9 5.0 4.4 3.3 4.8 6.5 5.0 4.6 6.J 5.1 
5. Owmic.als, pettole1.111 prods u.7 28.5 14.3 19.7 16.2 14.2 18.9 !.4.4 14.0 17.7 
o. ~t.allic a:inenl prods 4.1 2.S I ~ 4.9 4.3 3.3 4 • .? !.2 5.3 '· -

~ .. -·' 
7. Basic tDetals 2.9 1.3 9.5 17.0 11 • .j 3.2 5.o 4.9 d.7 -·-
!I. ~tal prod. madtinery & 

equipnmt 9.8 7.5 24.8 22.8 U.5 21.7 18.3 29.9 37.;. 3S.9 
9. Other llD.lfactures 0.6 O.J 3.2 2.6 0.8 3.5 1.6 2.2 1.8 1.a 

Tot.al amiufacturiDg 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

!:adi.tioaal industries (1-3) 63.9 54.J 38.9 29.4 49.5 43.5 47.0 41.7 26.7 
Non-a:adid.oaal iDdust. (4-9) 34.1 45.7 61.l i0.6 50.5 56.5 53.0 58.3 73.3 

C:xlsuner ~~ indust (1,2,9) 60.6 51.2 39.9 30.0 46.6 40.9 44.3 42.3 24.4 
Int.eill'P-...iia. te goods icdustries 

(3-i) 29.6 41.J 35.3 47.1 40.9 37.4 37.2 27.6 38.5 
Gapit.al goods industries (B) 9.8 7.5 24.8 22.8 U.5 21.7 18.3 29.9 37.l 

Low ~ inteasity 
(1-4)A/ 70.8 59.J 43.J 32.9 54.3 50.0 52.0 46.J 33.0 
Med.~ intensity 

(5,6,7) 91 18.7 32.8 2S.7 41.6 32.5 24.7 28.l 21.5 28.0 
High mgineering intensity 
(8,9)~ 10.4 7.8 28.0 25.4 13.3 25.2 19.9 32.1 38.9 

Source: ---- US Department of Conwnerce, Statistical Abstract of the United 
States. 1982-1983, Washington DC, 1986; National Science Foundation, 
Scientists, Engineers and Technicians in the Private Industry, 1980. 

!1 Engineers per 1,000 employees of below 10: food, beverages and tobacco; 
textiles and leather products; wood and paper products. 

~I Engineers per 100 employees of 10T30: Chemical and petroleum products; 
non-metal minerals; basic metals. 

t:J Engineers per 100 employees of over 30: Machinery and equipment; other 
manufactures. 

,, -
---l:I -- ., I:·-

'""·• I 
~;..-

39.7 
30.9 

23.9 

30.5 

40.7 
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The chemical and petrochemical group turns out to be of medium­
engineering intensity but of high-skill intensity. The basic metal industry 
is similar. This suggests that these sectors require 2dvanced 
operational/technical skills in the work force rather than intensive 
engineering superv1s1on. The non-metallic mineral group (cement, clay, glass, 
etc.) has medium requirements of both engineering and general skills. and so 
may be of greater appropriateness to Africa conditions. By 1984, low-income 
SSA had pushed up its proportion of medium engineering intensive industries to 
levels exceeding middle-income SSA and Asian countries, and even the world as 
a whole although not so high as low income Asia. This may have been a 
desirable strategy if it took advantage of, and promoted growing engineering 
and other industrial skills in the intermediate range. If not, however, it 
may have caused overstretching of domestic capabilities and consequent 
inefficiency. 

The metal products and machinery group is extremely diverse, encompassing 
a range of relatively simple to highly advanced technologies. On average, it 
comes out as being highly demanding of engineering skills but of medium level 
in general industrial skills. In Ahlca, the level of technical and skill 
requirements in this industry is likely to be lower, since a large' part of the 
industry is engaged in simple assembly, and much of local metal working is at 
a primitive level. Nevertheless, the int'ustry calls for a base of metal 
working experience and a minimum of engineering skills which are scarce in the 
region. This may account for the fact that low-income SSA countries have 
reduced their proportion of highly engineering-intensive ' activities. 
Middle-income SSA has, by contrast, increased the proportion ~f these 
industries, but lags behind both low- and middle-income Asia. 

The analysis of Table 7 suggests that African manufacturing has undergone 
structural "deepening" over time, and industrially more advanced countries in 
the region do have proportionally larger producer goods sectors 'than poorer 
countries. This is broadly in line witt. patterns of industrial' development 
elsewhere. However, much of this "deepening" is accounted for by 
petroleum-based chemical industries. While this may not by itself denote an 
inefficient pattern of develcpment, it does indicate that the industrial base 
is not as diverse as in other developing regions. In particular, there are 
important lags, especially in low-income SSA, in the development of 
engineering industries, which are ususally regarded as the heartland of 
industrial skill and technology acquisition. 

There is an increasing realization of the crucial importance ~f effective 
linkages for successful industrialization. Industry functions, in a dense 
network of information technology, and other co-operative arrang~ments. The 
growth of linkage requires receptive capabilities by potential s~ppliers, and 
transmission capabilities by lead enterprises. An illustrative l~st, s~t out 
by Lal11/, shows how difficult the task of linkage creation can be:, 

' 
"Existing large-sea le modern enterprises need several, types of 
organizational and technological capabilities to establis~ successful 
linkages. For helping local smal 1-scale (actual or potentiaO suppliers, 
firms need procurement departments which can locate and scre~n promising 
entrepreneurs. These departments must have technicians who c~n help 

' ------------

!./ Source: S. Lall,, I~~~-~;.t!:}' in ~_§-~, Background paper for' the, World Bank, 
198 7 • p. 110 • 
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subc~ntractors to choose appropriate equipment, to master the processing 
technology, to improve quality to the standards needed to constantly 
provide designs, drawing, blueprints, etc., on their changing 
requirerients, and to negotiate prices which are fair to the supplier and 
comp~titive for the buyer. Linkages also have to be established with 
larg~-scale local suppliers. The technical departments of both firms 
have, to exchange data on products, jointly solve technical problems and 
deve~op new designs for components and products. For establishing 
downi;tream linkages with industrial buyers, firms must have technically 
trained marketing staff. Capital goods manufacturers should be able to 
help, customers install their equipment and train operators; more advanced 
ones, should be able to set up complete turn-key plant utilizing their 
products as well as com~limentary equipment from other firms. For 
selling technology horizontally (to similar producers), firms should be 
able, to formalize technical knowledge into blueprints, patents, models, 
and so on, for sale to competitors. Their projet departments should have 
turni-key capability to set up plants for other enterprises or their own 
affiliates.".!.' 

Sucress in creating fully effective linkage-capabilities has been 
achieved only by the most advanced NICs. SSA industry has to date failed to 
create si1gnificant linkages capabilities. Some success has been achieved with 
expanded 1 technical education systems, on the job training, and prolilotion of 
SME, but' generally progress has been uneven and slow. Few firms have the 
technical' or organizational manpower to set up linkages with local suppliers 
of industrial inputs. Few firms 2. ·e able to transfer their technology to 
other local large firms. The "missing-middle gap", caused by a va ·cum of 
linkages between small- and large-scale industry has been a serious barrier to 
industry 'growth. The primitive stage of mechanical, metal working and 
electrica'l skills is identified by Lall as especially harmful. 

Linkages between other institutions, as well as manufacturers themselves, 
for exam~le consultancy groups, universities, research laboratories, industry 
associatibns, etc. have also remained at a rudimentary stage in Africa. The 
various s'chemes set up to date have failed to link the small and large-scale 
enterprises. Activities in the rural sector have not been integrated into a 
strategy for manufacturing growth, and dualism of the industrial structure and 
low productivity techniques have persisted. 

' 

Selected 'indica~ors of industrial performance: weak £!Oductiv!,~ !"~.'=..~~<! 

The 'MVA per capit'! indicator for SSA is distorted since the adverse 
figures are primarily explained by iarge declines in import capacity and 
capacity 'utilization. The use of Total Factor P~oductivity (TFP) is also 
dominated' by capacity utilization, and the record varies accordingly. World 
Bank estimates.!/ of TFP for Zambia show a decline of 3.8 per cent per annum 
during 1965-1980, and for Kenya a rise of 8.2 per cent between 1976-79, and 
4.8 per cent during 1980-1985. 

' Source: S. Lall, In~ust!:}' __ in ____ ~~~. Background paper for the World Bank, 
198i, p.110. 

' 

'!:_/ Quoted in S. Lall, op.cit. 
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Estimates by UNIDO of output per worker for manufacturing in the ACP/SSA 
as a whole show a decline by 18 per cent during 1975-1979, and a decline of 
15 per cent during 1980-1985. Such a dismal productivity record is not a good 
basis for "promoting new relations of dynamic complementarity in the 
industrial field, as stated in Lome II I". 

Analysis of Domestic Resource Cost (DRC) ratios for six countries is 
shown in Table 8. It reveals large inter-country and inter-firm differences 
in the ratios. In general Zimbabwe has the most efficient manufacturing 
sector. followed by Kenya. The ratios for Ethiopia indicate gross 
inefficiency and no improvement over time. 

How far the reality of industrial co-operation is in tune with the 
objective of promoting new relations of "dynamic complementarity" is most 
vividly seen in a recent survey .!/ results of selected sectors covering 
343 enterprises in SSA (see Tables 9 and 10). 

Only 69 units (20 per cent) function satisfactorily, i.e. at over 
70 per cent of their capacity; 

195 units (75 per cent) are functioning unsatisfactorily, i.e. 
performing at well below a satisfactory production threshold; 

79 units (23 per cent) have ceased to function. 

The analysis of capacity utilization rates in different sectors shows 
relatively good performance in the wood, dairy and brewing lemonade making 
sectors. In contrast serious malfunction exists in the cement, sugar, milling 
and above all, paper, oils and fats, canning and refining sectors, with 
special problems facing the textile sector which is currently facing an acute 

, economic crisis. That is the harsh diagnosis that emerges. The fact that the 
, sample selection has not been undertaken on a random basis means that all 
, conclusions must be heavily qualified, iGcluding any cross-country 
, comparisons. Those countries in the sample identified as having serious 
, problems, primarily due to severe import restrictions, with virtual paralysis 
, of the productive apparatus were Angola, the Central African Republic, Guinea, 
, Madagascar, Mozambique, Nigeria and Tanzania. Countries e.:periencing a 

relatively better performance were Cameroon, Cote d'Ivoire, Gabon, Mali and 
Zimbabwe. 

The appalling state of much of African industry makes it very difficult 
to address the key issue of restructuring EC industry to achieve 
complementarity. Dynamic complementarity, could follow from EC's acceptance 
of abandoning some industries likely to compete with ACP/SSA - for example in 
textiles, sugar and coffee processing, forest industr'ies, other light 
industries, and some basic metal industries. There is littl~ evidence of this 
to date. Possible approaches could include new forms of :direct investment, 
where SSA/ACP have a comparative advantage (su,ch as i~ labour-intensive 
production). This could hc.ve been in the form of , Production-Sharing 
arrangements between EC and ef fident SSA/ ACP manu~acturing ,uni ts, in order to 
assist them in expanding in those areas. 

' !f G. Egnell, The .!~habilitation o_f Malfuncti'?~ IndustriaL_lli:i_;ts in the 
ACP States, Eur0pean Convnission, 1985. 
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Table 8: Domestic resource cost~/ in manufacturing, 
selected countries, 1972-1985 (selected years) 

Keaya Zlmbel:J.ae QlaDll 

l9P.:5 1961 1983 
0.8 0.88 <l 
1.65 1.1-1.3 <1->5 
1 • .5B 1.3-1.8 <1->5 

Chmicals 1.5 <;/ 0.94 <1->5 
Petroleua & pmd 
~tallic mineral prods 6.29 C.98 <1->5 
Basic !lll!tals .!. !lletal prods j.48 }/ 2.7-3.B 
~ectrical mc.'rl.nery 0.9-1.4 
Elec:t:rlcal nachinery 1.1-2.3 
Transport equ:ipnmt 3.49 ii 1.3 
Or:her "'"' HJfactures 
All rmnufacturiIJg industries l.J 1.3 

Sources 
1. World &mk, Zimbabwe: An industrial Sect.or Menorandun 

1%;3 p.71 
2. ~dd Back, Ghana: Industrial l?olicy, Perfocna!lCe aad 

Recovexy p.58,59 
J. \lorld Back, Ethiopia: Industrial Sector Review Dec 

1985, p.28,29. 
4. World Bank ZJmba.bwe: Country Ecmanjc Manor.mdun Oct 1985 

p.51 
5. World Baak, Cote d'Ivoire: Country eccx10nk Menor.mdun 

Ha%Ch 1986. p.221. 

Notes 
ariD:ludes electrical llllChinery 
b/ i.a:ludes non-electric.al mac:hine:ry 
cl i.a:ludes pet::oleun pi:oducts 
d/ i.IlCludes ccn-elec tric.al ll1iKhineey 

Ethiopia Cote 
d'Ivoire 

1972 1983 1981 
2 2-5 0.4-1.2 

5-6 4-6 2.1 
6 6 

0.8-1.0 

3 2 
6 6 

Tamaoia 

1984 
0.7-0.9 
3.9-00 

20.00-00 

3.2 
!.6.J 

2.9 
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Table 9: Capacity utilization of industriaJ 
(number of unit~) 

Sec.tor 

wood 

Paper 

Cement 

rextiles (not made up) 

AGRO-FOOD: 

Sugar 

:):.ls and fats 

~creals and poultry 

Food preserving 
(fish, fruit and veg.: 

Beer and lemonade 

Milk 

roIAL 

No. units 

in the 

33 

16 

43 

47 

32 

48 

33 

33 

43 

15 

343 

lOJ~~ 

sample 

Satisfactory 

operation 

12 

2 

6 

2, 

5, 

1' 

4' 

S' 
' 

25' 
' 

1: 

' 

69 
20% 

' ' 

ts, 1985 

Under-

production 

18 

6 

27 

33 

19 

31 

26 

16 

14 

5 

195 

s0; 

Stand-

still 

3 

8 

10 

12 

8 

16 

3 

12 

4 

3' 

79' 

Source: G. Egnell, The Rehabilitation of Mal-fun£tioning Industrial Units ~ 
the ACP States, European Conuniss,ion, 1985,. 



- Table 10: -classification of industrial breakdown of units in the sample by country 
and by state of operation, 1985 

N\llllber of N\llllber of unita Under- Stand-
Country units 1 isted in the sample Operation production at ill Conmen ta 

An1ola 18 13 - 6 7 Sample does not take account of brewing-
lemonade making where capacity ia 
generally underutilized 

Benin 28 12 2 6 4 

C-roon 73 34 19 12 3 Brewing over-represented (11 out of 34 
units all working well) and no data on 
oih and tau 

Conao 31 22 s 15 2 

Cote d • Ivoire 99 44 10 28 6 Wood and oils and tats under-represented 

Cabon 33 15 8 7 - Brewing over-represented (5 out ot 15 
uni ta) 

Guinea 11 11 1 - 10 

Hali 15 12 3 8 

ltoaambique 44 21 - 20 l Cereals-poultry over-represented 

Ni1eria BOT. 20T. Global information from the Hanuf acturera 
Aaaociation of Nigeria 

Central African Rep. 16 11 l 4 6 

Senegal 47 30 4 23 

Tanzania 24 13 1 11 l Brewing, food-preserving, oil and fat• 
and cereals not represented 

Togo IS 11 1 6 4 

Zaire "" 7 1 3 3 Reduced sample la not very significant 

Zimbabwe 29 15 4 10 l Hilk sector over-represented (4 uni ta 
functioning well) 

Other 70 7 36 27 

Total 34 69 195 79 

Sou".:!: c. E&nell, The Rehabilitation of Hal-functiontna Industrial Units in the ACP States, European co .. ia1ion, 1985. 

N ...... 
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2.2 The Caribbean and Pacific States~/ 

2.2.l Recent economic trends 

The Caribbean and Pacific States exhibit great diversity in size and 
stage of industrial development, yet they share many comnon economic 
characteristics both in terms of their resource base, industrial structure and 
potential for industrial growth. In the Caribbean only two States have a 
population in excess of one million, (Trinidad and Tobago, 1.2 million, and 
Jamaica 2. 3 million), and in the Pacific only Papua New Guinea's population 
exceeds one million at 3.3 million. Thus, the CP States are confronted with 
strikingly similar constraints and their economic development potential bears 
many parallels. They are facing similar industrial policy oi>t ions, 
opportunities and development possibilities. 

Persistent volatility in the external trade environment, adverse weather 
conditions, and other unfavourable developments of a non-economic nature lead 
to corresponding changes in domestic consumption and investment demand, 
government revenue, external resoruce inflows, and hence a "stop-go" pattern 
of economic growth for some States. For example, real GDP in Fiji grew by 8 
per cent in 1984, fell by 5 per cent in 1985, rose by 9 per cent in 1986 and 
plunged into a negative growU, rate of 11.2 per cent in 1987. Similarly, in 
the Solomon Islands real GDP rose by 24 per cent in 1984, and fell by 8 per 
cent in both 1985 and 1986 but improved in 1987. Jamaica experienced three 
years of modest economic growth from 1981-1983, a decline in 1984 and 1985 and 
resumed modest growth in 1986. Export revenue from traditional exports has 
declined. The situation for sugar cane is particularly bad, both because of 
price slumps, and the decline in the US preferential import quota for 
Caribbean sugar producers. Bauxite and copper markets have also dwindled 
badly affecting the Dominican Republic, Haiti, Jamaica, and Papua New Guinea. 
Falling oil prices and output has severely affected Trinidad and Tobago. Debt 
servicing requirements have made increasing demands on foreign currency 
earnings. As in the case of Africa, CP States have been suffering from import 
strangulation. 

The small size of the Caribbean economies means that they are heavily 
dependent on external demand. Manufactured exports in the Caribbean region 
have been greatly reduced by recent economic difficulties and trade 
restrictions in some of the key regional markets. These restrictions suddenly 
diminished preferential access to protected, neighbouring markets, which in 
many cases have absorbed the majority of production. The loss of access to 
key regional markets, such as Trinidad and Tobago and Jamaica, has h'.t 
producers in Barbados and OECS hard; the growth of manufacturing output 
experienced in the 1970s and early 1980s has given way to stagnation or 
decline. In the larger economies, such as Barbados, Jamaica and Trinidad and 
Tobago, depressed demand has t·educed already limited market opportunities and 
real output has declined by an estimated 16 per cent in Trinidad and Tobago in 
1985, by 9 per cent in Barbados in 1985, and by a similar amount in Jamaica. 
However, there were signs of recover~ in the manufacturing sector i~ Trinidad 
and Tobago and Barbados during 1986. 

Many cuuntries have adopted restrictive economic policies, ~om~ with IMF 
guidance and support. Unemployment and under-employment have gro:-m,, affecting 
all categories of the, labour force, and especially vulnerable gl'.ou~s such as 
women and young people. The slow-down in economic activi,ty,, and the 
additional burden of ,debt service, has weakened the public sec~or, financial 
situation. 

!./ For details of, industrial development in the Caribbean, aqd 
States, see UNIDO, Indt:Lstrial Development Review Series: Pflcific 
~tates, IS.645 (1986) and The Caribbean Region, PPD.51 (198,7). 

Pacific 
Island 



Table 11: Pacific States 1 inter-countrl!: comEarison of selected 
economic indicate~~. 1980-1985 (selected years) 

Papua Solomon Western 
lndlca tor Year Unlt New Culnea Fl J l 11 landa Samoa .ua ta Tonia Klrl~ 

Populatlon Hld-1984 '000 persons 3,400 686 260 159 127 99 64 

- - - - - Population density Hld-1984 persons per sq.la:I 7 38 9 54 11 142 92 

CDP 1983 Millions of US$ 2,510 1,200 160 100 - 88 29 

GDP pe•· head 198) USS 780 l, 790 640 635 Jn!/ 904 47~/ 

·::.cture c: .... \: l ( : ~ • , ~ I 'f <· 1 f 'Yr· .1 r (Year (Year ( Y "a r 

;> roduc:. i or. ~·c·~ rs r·<·r ct-nt ..... : .. :.; I.,." , ! . ~ ... ' l '·-~' :~•-/;51 J.')7 i 
- - - - - Agricult~re r~r-cent ----rr:- i' """""24:)" - 5~ - ~~ 

11inin& and quarrying Per c"nt 13. 2 0.1 - - - - 4LJ 
Kanufacturlng Per cent 9.5 12.3 - 6.5 - 9.1 1. 9 
Construction Per cent 3.6 6.0 - 6.7 - J.9 8.4 
Other Per cent 40.0 57.6 - 35.0 - 46.6 2. 7 

labour force 1983 mill lon persons 1. 7 0.2 0.098 0.053 0.050 0.034 0.022 

Employaent by sector Early 1980s Per cent 

Agriculture Per cent 57 44 33 61 75 Sl 7 

Hining Per cent 1 1 - - - - 5 
Manufacturing Per cent 3 7 25 4 - 2 3 p 
Constructlon Per cent 5 6 25 5 - 6 15 .J:> 

Trade Per cent 3 10 11 6 . 4 14 
Transport Per cent 3 5 - 5 . 4 10 
Finance Per cent 12 2 
s .. rvlces Per cent 4 17 n 18 . l2 43 

-...J(\5\.r'lef p:-i.:e in! lat ion 19e.o Per cent 12. I 14. 5 15.9 33.0 11. 2 2 2. 4 I 7. 0 
1Q81 Per cent s.o 11 . ~ ]1.4,(J 20. ~ 2'. 5 14,Q 

1982 Per cent 5.5 7.0 9. 7 18.) b. l 10.8 
1983 Per cent 7.9 6. 7 7. 4 16.4 1. 7 9.3 
1984 Per cent 7. 5 5. 3 12. 0 11. 9 ~.s 

1985 Per cent 4.0 3.5 

hchange rate t.oca l currency Klna F$ SU \IS$( tal.a) Va tu T$ US$per 
equivalent• AUi$ 

1980 to US$ 1 0.671 0.791 O. 8.'SO o.919 68.29 0.90 1.139 
1981 0.673 0.877 0.870 1.036 87.83 o.u 1.149 
1982 0.738 0.947 0.971 1. 205 96.21 0.98 1.017 
1983 0.836 1.046 1.149 i.n9 99.37 0.89 0.902 
1984 0.899 1.143 1.274 1. 838 99.23 1. 20 0.87!1 
198~ 1. 007 I .16 7 1. 450 2.267 107.40 1.46 1.42-

- - - - - -

Source: UNIDO, Industrial DeveloEment Review Series: Pacific Island States, 
UNIDO/IS. 645, 1986. 

- - - - - - - - - - -

~I Ni-Vanuatu population only. b/ 1982 data. sJ June 1985. 
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Table 12: Caribbeau States, inter-country comparison of size and 
growth of GDP, 1982-1985, 1985 and 1986 

GDP GDP l:!er cal:!ita 
current at current 

Country prices, 1985 prices, 1985 
grouping {million US$) (US$) 

Jamaica 1,983.4 858 

Trindad and Tobag< 7,723.1 6,538 

Guyana 461.9 584 

Barbados 1,236.8 4,894 

Netherlands Antilles 1,310.0~/ 5 41~/ 
' 

The Bahamas 1,814.6 7,822 

Belize 184.7 1,110 
a/ 

Bermuda- 10,200.0~/ 11 ,800~/ 

OECS 

St Lucia 170.3 1, 245 

St Vincent and The Grenadines 102.0 933 

Grenada 96.0 961 

Dominica 88.2 1,132 

Antigua and Barbuda 180.2 2,244 

St Kitts-Nevis 67.3 1.469 

Source: Caribbean Development Bank, Annual Report 1986. 

~I Dependent territory. 
QI 1982. 
<;J 1984. 
M 1981-1985. 
~I Preliminary estimate. 

GDP growth rate 
{per cent) 

1982-85 1985 

0.1 -5.0 

5.5 -2. 9 

4.6 0.9 

0.2 0.3 

-1.~ 
5.0 3.0 

0.2 2.7 

0.9 -2.3 

4.5 5.8 

4.2 3.1 

0.6 3.7 

3.2 3.0 

4.9 6.7 

3.5 1.0 

1q8~/ 

2.0 

-6.4 

0.3 

5.0 

4.5 

2.3 

0.7 

6.0 

7.0 

4.3 

6.0 

3.0 
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2.2.2 The industrial base 

Throughout th~ Caribbean and the Pacific the size of manufacturing 
activity has been very small in both absolute and relative terms. Both 
regions are rich in agricultural, fisheries and mineral resources, yet this 
potential and utilization of intra-industry linkages remains largely 
unexploited. As can be seen in Tab .. e 13, only in Jamaica has manufacturing a 
share of total value added approaching 20 per cent. In Trinidad and Tobago, 
manufacturing has a share of under 8 per cent. while in Guyana the share is 
less than 4 per cent. Of the Organization of Eastern Caribbean States (OECS) 
members only in St. Kitts-Nevis does the share of manufacturing exceed 10 per 
cent. A distinguishing feature of manufacturing in the Caribbean has been its 
concentration on a limited range of product areas; being mainly agro­
industries, garments and footwear, furniture, and assembly-type industries. 
The range of activities and the scale cf operations tends to be even more 
limited in the smaller islands. The concentration of a few product areas ar.d 
dependence on a very limited number of markets tends to add to the sector's 
vulnerability to adverse technological or market developments. 

One of the more developed industrial branches within the Caribbean 
economies is the agro-industrial branch. Development of this sub-sector has 
taken several forms, the largest and best established being the production of 
sugar and sugar-based products, including rum and other alcoholic drinks. In 
most cases, foreign capital was originally involved in the establishment of 
these large-scale activities. but more recently local interests, both public 
and private, have come to assume :.. larger role. Increased competition in 
overseas markets and falling prices are forcing these industries to become 
more competitive in both production and marketing activities. In some of 
those islands with significant agricultural potential, the processing/ 
preserving of agricultural produce has expanded greatly in recent years, 
largely serving the needs of small domestic markets, but in some specialized 
areas producing for export - as in the case of concentrated fruit juices, 
spices and spice-based sauces. In some of the tourism-oriented economies, 
these activities have grown out of or have been combined with break of bulk or 
packaging operations of imported foodstuffs. In most of the smaller islands. 
jams and jellies and preserved foods are also produced in very small-scale or 
cottage enterprises, utilizing seasonal surpluses of local crops; but these 
operations are heavily constrained by insecurity of supplies of raw materials 
and the lack of adequate market outlets. 

IQ the two decades after 1960, a number of Caribbean economies developed 
import~substitution industries, utilizing simpler technologies or assembling 
imported components/kits. Established within protected, limited markets, 
these , industries remained highly dependent on imported inputs and 
technologies; inter-industry production linkages were not well developed and 
the sector was often characterized by deficiencies in managerial marketing and 
entrepceneurial skills. The type of products so produced include foodstuffs, 
edible, oils, packaging materials, furniture, garments, footwear, chemicals, 
plastic goods, motor parts and electrical goods. Where overseas investors 
have been attracted to establish new labour-intensive, industrial ventures in 
the, islands, garments, electronics and electrical goods have tended to 
predominate. Such offshore assembly operations tend not to be well integrated 
with the local economy; rather they tend to be closely oriented to the needs 
of ithe, North American market and are largely of "foot-loose" enclave type 
accentuated activities encouraged by the Caribbean Basin Initiative (CBI). 
Caribbean governments actively encourage the establishment of enclave 
industr:ries to create employment. Special incentives are laid down by the 
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CARICOM Secretariat for enclave industries. Service industries such as data 
processing, key punch operations and electronic assembly are one of the 
largest industrial employers. 

Table 13: Sectoral value added shares of GDP in selected 
Caribbean countries, 1983-1985 

(percentage) 

·- - - -·--------·----------·-

Value added in 

Tertiary 
Country Agri- Manu- Construe- and other 

culture Mining facturing tion sectors 

Jamaica 6.0 5.3 19.3 8.8 60.6 
Trinidad & Tobago 4.4 24.6 7.2 12.0 51.8 
Guyana 25.2 3.0 3.5 7.6 60.7 
Barbados 7.0 1.4 11.8 6.1 73.7 

Netherlands Antille~ 
The Baham3s 
Belize I 
Bermu~ 

22.1 0.2 13.8 5.3 58.6 

OECS: 
St. Lucia 14.2 0.7 8.8 6.5 69.8 
St. Vincent and 
The Grenedines 17.4 0.3 9.3 10.7 62.3 

Grenada 
Dominica 

17.6 I 
29.7£ 

1.1 I o.aS 6.0 I 
7. 7£ 

7.6 I 
7.sS 

67.7 I 
54.:JS 

Antigua and Barbuda 5.1 0.5 6.5 5.3 82.6 
St Kitts-Nevis 
Montserratbl 

12.3 0.3 13.8 9.5 64.1 

,Source: UNIDO, Industrial Dev~~opment Review Series: Caribbean ~ion, 
PPD.51, 1987. 

,a/ Dependent territory. 

,~/ Micro-state. 

, cl Data for 1983-1984. 
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While few of the Pacific Islands have a well diversified resource base 
for industrial development, most of the larger islands have seen the growth of 
an industrial sector in response to the availability of resources, and 
domestic markets. Thus far, however, throughout the islands the size of 
manufacturing acitivity r::.s been very small in both absolute and relative 
terms. Table 14 provides some perspective on the contribution of 
manufacturing to GDP; only in Papua New Guinea and Fiji is this of some 
significance. In employment terms, manufacturing accounts for only a small 
proportion of the work force, within the monetized sector. Total employment 
in manufacturing within the Pacific region was estimated at 37,000 in the late 
1970s. The overwhelming majority of employment is in small- or medium-scale 
enterprises, but generally speaking, there is little "informal" activity in 
the island economies. It appears that in the early 1980s around 1,000 persons 
were employed in manufacturing non-resource-based products for export. The 
lack of informal enterprises is , the result of the predominance of the 
subsistence sector and the absence' of the extremes of poverty in the islands; 
it is also accounted for by the lack of production skills outside the formal 
sector and the low level of par1tici~ation of indigenous people in entre­
preneurial activity. The formal' sector dominates conwnerce and trading, 
although in some islands specialized trading activities are the preserve of 
co-operatives, as in the Solomon IS'lands. Service activities have proved much 
more attra-:tive for local investment than manufacturing. 

Table 14: Sectoral contribution to real GDP in selected 
Pacific Island States, 1977-1984 (selected years) 

(percentage) 

Colll'lt!l'. 

Papua New Guinea 

(1980) 

Fiji 

(1984) 

Western Samoa 

(1978) 

Tonga 

(1983) 

Kiribati 

(1977) 

Agricultu~e 
Mining & 
~!!Ying 

33. 7 . 13.2 

24.3 0.1 

51. 7 

41.5 ' 0.5 

19.7 45.3 

Manufac- Construe-
turing ti on Other 

9.5 3.6 40.0 

12.3 6.0 57.6 

2.8 6.7 38.8 

5.0 3.9 49.1 

1.9 8.4 24.7 

Source: 
' 

UNIDO, Industrial Development Review Series: Pacific Island States,' 
PPD. 7, 1986. ' 
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In the five larger island countries, in the early 1980s, the largest 
single manufacturing branch was food, beverages and tobacco, accounting for 39 
per cent of manufacturing employment; wood and wood products was the second 
largest accounting for 24 per cent, and fabricated metals was third with 18 
per cent. Other sub-sectors such as textiles, paper and chemicals were very 
small. It was estimated that 78 per cent of output was oriented towards the 
domestic markets (in the main substituting for imports), 10 per cent of output 
was the processing of indigenous natural resources, and only 3 per cent of 
output involved the processing of imported raw materials for re-export. The 
dominance of domestically-oriented production is due to the perishability of 
some food products, local tastes and preferences, high transportation costs 
and difficulties of suppl,. These are all factors which work in favour of 
local, small-scale production. Counter forces include diseconomies of scale, 
limited technical skills and "service" industries, high cost of imported 
inputs/components, the open nature of most island economies, and awareness of 
branded imported goods. Fiji is the island economy where import-substituting 
industries are most widely developed. They include a wide range of 
construction materials, wood and metal working, consumer goods, and food 
processing industries, including some based on imported raw materials. These 
activities have developed under the combined enterprise of the Indian 
inmigrant conmunity and a long standing policy of "infant" industry protection 
by the governments; these factors, however, are beginning to play a less 
important role. 

The processing of local raw materials, particularly renewable resources, 
has increased significantly in the island economies in the last decade. These 
activities have been a response to the increased exploitation of natural 
resources by the primary sector, offering additional employment opportunities 
and significant increases in value added prior to export. In terms of 
technology, these activities are not very demanding and often have smaller 
scale production options. In most cases, the procurement of supplies and the 
marketing of output require careful organization, because of competition in 
international markets, which also exert considerable pressure on production 
costs. Processing of coconut cream, tropical fruits and fish are in the main 
oriented to distant international markets. Timber procesing in contrast is 
often oriented to domestic markets in the smaller islands, but Papua New 
Guinea and the Solomon Islands have quite large export-oriented forest 
industries. In many of the islands the processing of indigenous raw materials 
is reserved for the islanders themselves, but foreign interests are almost 
a!wa~s involved in investment, production and marketing arrangements. 

'The low level of processing of imported raw materials for export markets 
is l~rgely a measure of the lack of competitiveness of island producers in 
fier~ely competitive markets. There is some production for export to 
neighbouring islands; Fiji and Western Samoa' have been able to exploit their 
geog~aphic situation for a limited range of: consumer goods and construction 
mate~ials, but inter-island trade is hampere~ by transport constraints. Some 
spec\al incentives and preferential, scheme~ have fostered production, of 
garm~nts for example, in some of the ,Polynesi,an islands destined for Australia 
and ~ew Zealand, but often these iny:>lve expatriate interests with ties in 
thos~ markets. The Pacific Islands ~udustrial Development Scheme (PIIDS) and 
the f,ustralian Development Assistance, Bureau : (ADAS) sponso,red by New Zealand 
and ,Australia, respectively, encourc;tge for~ign investmen,t by entrepreneurs 
from, these countries rather than ~he gen~ration of e~trepreneurship and 
investment in the Pacific Island State,s ,thems~lves. 
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2.2.3 Changing patterns of trade in the Caribbean and Pacific 

The EC has not displaced as forceful a market attraction as the American 
market for the Caribbean, and New Zealand, Australia, Japan and the American 
markets for the Pacific. Lome is but one of a network of trading and regional 
co-operation arrangements as shown in Table 15. 

Table 15: Trade preference systems in the Caribbean, and Pacific 
Island States' membership in regional organization, 1985 

A. Trade preference systems in the Caribbean 

Caribbean Caribbean Or~anisation 
COlllOOn Basin of-Eastern 
Market Ini tiath,,; Caribbean Lorne 
(Caricor.i) (CBI) 5tates Com.-ention 

Anguilla x x 
Antigua/Barbuda x )( x x 
Bahamas x x l( 

Barbados )( x x 
Cayman Islands 
Dominica x x l( x 
Dominic.an Republic x 
Grenada x x x x 
Guyana x x 
Haiti x 
UK Virgin Islands x 
Jamaica x )( x 
Netherlands Antilles x 
Montserrat x x x 
St Kitts-Nevis x x x x 
St Lucia x x x x 
St Vincent-Grenadines x x x x 
Trinidad-Tobago x x 
Turks-Caicos 

B. Selected Pacific island States' membership in regional organization, 

~ ----

Count Organizations 
ADR Orx;RH F.SCAP SPC SPEC 

Papua New Guinea "' * * * * 
Fiji .,, 

* * * "' 
Solauon Islands ·;, * "" * "" 
Western Sanos "' * * * * 
V8P.18tu " * * "' * 
Tonga -:: " "' "" " 
Kiribati .,, 

* * * * 
The Federated States 

of Micronesia "" * 
Cook Islands 1t ... "' 
Nauru * • • .. 
Niue • ;, * 
Tuv.lu * * * #-

The Europa Year Book, 1985. 

(*) Indicates country's membership in the respective organization. 

1985 
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Although the Lome Convention gives duty free access to the EC, the major 
influence on Caribbean trade has been the implementation of the Caribbean 
Basin Initiative (CBI). Conceived in 1981, the CBI finally came into effect 
on 1 January 1984. Twenty-seven countries were designated as eligible for CBI 
benefits. In 1 985, 21 countries had applied for and been accepted into the 
progranme. According to section 213 of the Caribbean Basin Economy Recovery 
Act of 6 August 1983, only the following products are ineligible for duty free 
entry into the US customs territory: 

textiles and apparel, which are subject to textile agreement; 

canned tuna; 

petroleum and petroleum products; 

footwear; 

certain ieather, rubber and plastic gloves; 

luggage, handbags and flat goods; 

certain leather apparel; 

watches and watch parts when any material used originates from a 
centrally planned economy. 

Sugar from the Caribbean enters the USA duty free, but exports are 
limited by the present quota system. In order to qualify for duty free 
treatment of sugar, beef and veal, a country has to ensure that increased 
sugar and beef exports will not adversely affect its levels of food production 
and nutrition. 

To qualify, goods must be exported directly to the USA and a minimum of 
35 per c.ent of their value added must be added locally. The initiative was 
s~pported by a $350 million aid progranune. In case imports caused or 
threatened injury to the US industry, labour or agriculture, the President of 
lne USA can, according to the provisions of the 1974 Trade Act, withdraw duty 
free treatment or impose duties lower than on imports, from countries outside 
the Caribbean region. The President can also take emergency action to prevent 
perishable agricultural commodities from injuring a US industry, pending the 
outcome of a normal import relief investigation. 

CBI applies to about 9,000 products defined in, the US tariff schedule, 
whereas GSP covers only about 3,000. Moreover, many articles, particularly 
agricultural products, are only eligible for duty free treatment for a certain 
period of the year under GSP, while there is no such restriction under CBI. 
More important, GSP product coverage is shrinking and likely to be reduced in 
the long term so that it applies only to a few products and countries, in 
order to protect US industry. Initially, as enacted' in 1976, exports of one 
single given product of a country above $50 million or above 50 per cent of 
the US market were excluded from GSP duty free benef'i t. In 198t• ,, imports so 
excluded were worth $12.6 billion. GSP was renewed' in 1984 for' eight more 
years (1985-1993), but the total value of a given export could be reduced in 
1987 by the President of the USA, who can also waive 'the limits entirely, but 
it is doubtful whether he would do sc given demands' for increased protection 
and the slowdown in the economy and c.rade. GSP is' in fact likely to fade 
away, while the CB[ may not only be amplified it) the 1986-1990 forecast 
period, but possibly even renewed beyond September 1995. 
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CBI is also more generous than Items 807 .00 or 806.30 of the US tariff 
schedule. Both allow the duty free treatment of the portion of an import 
which originiates in the USA. Specifically 806.30 applies to articles 
previously exported from the USA for processing and then returned for further 
processing. 807 .00 relates to articles exported for assembly abroad. 
According to the US Department of Connerce item 806/807 imports constituted 
8.5 per cent of the total US imports in 1983, the duty free portion accounting 
for 2.2 per cent of total US imports. Around 3.6 per cent of total 806/807 
imports was attributable to the Caribbean Basin. 

On the surface the trade agreements would seem to be a failure, as they 
have not reversed the declining trend of the region's exports. Indeed, US 
imports from the 21 CBI beneficiary countries have declined steadily, even in 
current dollars since 1980: in that year they were valued at $10,359 million 
falling to $9,952 million in 1981, $8,205 million in 1982, $9,242 million in 
1983, and $9,134 million in 1984. During the first half of 1985, imports 
dropped by a further 28 per cent. 

However. the dee 1 i ne in exports has been the result of a fall in the 
earnings of the region's traditional exports, while non-traditional exports 
have increased significantly. The trade statistics of the Caribbean CBI 
beneficiary countries show that exports of petroleum products to the USA 
declined in the first half of 1985, by $2,99.1 million in the case of the 
Bahamas, by $548.4 million in The Netherlands Antilles and by $40.7 million iP 
Trinidad and Tobago. Similarily, sugar exports declined by $44 million in the 
Dominican Republic, by $1.1 million in St. Kitts-Nevis and by $5.1 million in 
Trinidad and Tobago. Jamaica's bauxite exports declined by $126.1 million. 

On the other hand, the volume of non-traditional products, most of them 
benefiting from duty f~ee entrance into the USA under the CBI increased. They 
include vegetables, fruit, shellfish, toys, furniture, clothing, electronics, 
and other assembled products. In Barbados, though, exports of electrical 
appartus fell dramatically, partly due to a general slowdown of US demand, but 
more specifically to uncompetitive labour costs. The growth in some 
countries' exports to the USA in the first half of 1985 compared with the same 
period of 1984 was spectacular: St. Lucia's rose 100 per cent, St. Vincent's 
255 per cent, Antigua's 290 per cent, Grenada's 250 per cent, Dominica's 8,600 
per cent. 

The value of trade with the Pacific States has fluctuated widely given 
the narrow export base, and variation in convnodity prices. However, for most 
of the Pacific States the trade picture has been one of decline or stagnation, 
as shown in Table 16, and the balance of payments picture has worsened in 1987. 

The main trading partners for the Pacific States have been their 
neighbours in the Pacific, except where traditional links have bee"' 
maintained, for: example, through the Convnonwealth. Japan has increased its 
share of Solomon Island exports from 26 per cent in 1980 to 51 p~r '.:ent in 
1985, and of imports , from 19 per cent to 23 per cent. The major trading 
partners for Vanuatu are the Netherlands, Australia and Japan, and,for Tonga, 
Australia, New, Zealand and the USA. The Lome Conventions, have not 
significantly af,fected ,trade patterns of the Pacific Island States. 
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Table 16: Balance of payments and reserves 1 selected Pacific States 1 

1980 1 1984 and 1985 

(US$ million) 

Cln:mt lannt 
Exports( fob) lrrp>rts(fob) Trade Balaoce &Ia nee 

Fiji 

1980 343.3 493.0 -149.7 -24.9 
1984 227.9 390.7 -162.8 -26.9 

1985 209.1 382.7 -173.6 -6.8 

Papua New Guinea 

1980 986.1 1020.5 -34.4 -310.9 

1984 915.4 965.6 -50.2 -324.1 

1985 n.a. n.a. n.a. n.a. 

Solomon Islands 

1980 73.3 74.1 -0.8 -12.2 

1984 91. 7 65.8 25.9 5.3 

1985 70.1 69.4 0.7 -18.9 

Vanuatu 

1982 10.7 43.3 -32.6 12.2 

1984 32.5 51.5 -19.0 22.9 

1985 18.1 52.3 -34.2 -1.3 

Western Samoa 

1980 17.2 56.9 -39.7 -12.9 

1984 19.8 45.6 -25.8 0.8 

1985 16.1 46.6 -30.5 1. 7 

' 

Source: ABECOR, Country Report - The Pacific Islands, 1986., 
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2.2.4 Employment creation 

Unemployment continues t:> be one of the most serious social problems 
within the Caribbean and Pacific regions. Six of the Caribbean States 
experienced 20 per cent or more unemployment in 1985. 

Table 17: Employment and population characteristics of selected 
Caribbean countries, 1982-1985 and 1985 

-··--
Annual rate Average Average 

Mid-year of population labour unemployment 
Population increase force rate 
1985 1982-85 1985 1985 

Country ( '000) (Per cent) ( '000) (Per cent) 

Jamaica 2,311.1 1.7 1,042.0 25.0 
Trinidad and Tobago 1,181.2 1.5 471.1 b/ 15.3b/ 
Guyana 790.8 0.8 240.0 - 15.~ 

Barbados 252.7 0.3 113.2 18.7 

The Bahamas 232.0 1.6 b/ b/ 
120.0 b/ 20.0t;; 

Belize I 166.4 2.7 43. 7 -; 14.~; 
Be~ 54.0 32.0 h. 2.cft 

OECS: 
45.5 ~ 22.d! St l.Jxia 136.8 2.0 

St Vincent and the b/ 
Grenadines 109.3 1.3 ... b/ 40.<![; 

Grenada 100.3 3.2 38.0 b/ 28.~ 
Dominica 77.9 1.4 26.0 b/ 13.~b/ 
Antigua & Barbuda 80.3 1.3 31.5 b/ 21.~/ 
St Kitts-Nevis 45.6 0. 7 23.0 - 30.G-

Source: UNIDO, 1ndustrial Development Review Series: The Caribbean Region, 
PPD. 51 , 198 7. 

~/ Dependent territory. 
b/ 1984. 
~/ 1983. 

As a result, of reduced output in primary sectors, unemployment has 
increased. Additfonal jobs were lost in the manufacturing and public sectors 
as demand fell at;1.d/or public expenditure was reduced. In a small number of 
countries - Grenada, Guyana and Jamaica - the proportion of unemployed within 
the labour force, has been persistently high for some time; in others, where 
some greater progress has been made in job creation, there have been recent 
setbacks in export-oriented activities, either traditional or else in recently 
established offshore industries. Migration from rural to urban areas or to 
more developed i,s lands in search of more prest igeous or higher paid jobs 
continues. In many sectors growth cf wages continues to outstrip the growth 
of productivity adversely affecting international competitiveness; elsewhere 
some of the unemployment may have been disguised or have reflected reduced 
productivity. In, many of the islands unemployment co-exists with shortages of 
agricultural labour, and at the same time there are perceived shortages of 
:adequately trained labour and technical skills. 
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Jamaica has by far the biggest labour force in the Caribbean. Its total 
labour force stood at 971,400 in 1984. The sectoral distribution of GDP and 
employment in 1985 reveal some striking contrasts. While agricultural sector 
accounts for some 9 per cent of GDP, it employed over 33 per cent of the work 
force. Mining on the other hand produced 5.2 per cent of GDP with about 1 per 
cent of the work force. Manufacturing accounted for over 15 per cent of GDP 
and provided ll per cent of employment. This results from some very large 
differences in value added per employee between more modern, capital-intensive 
sectors and the more traditional ones. 

The total labour force of Trinidad and Tobago numbered 463,200 in 1985 
and the rate of unemployment increased from 10.4 per cent in 1981 to around 20 
per cent in 1986. The majority of unemployed are unskilled and there is a 
shortage of management personnel, technicians and skilled workers, and a 
relatively limited supply of agricultural workers. Since half of the 
population is under 20 years of age, the work force is expected to grow 
rapidly in the future. In order to improve skill levels in the labour force 
and to reduce unemployment. the government has introduced several manpower 
training progranvnes, especially in technical and vocational fields. 

Sectoral distribution of employment in 1985 revealed that the 
construction sector was the largest employer, providing 19.0 per cent of the 
labour force, followed by distribution and hotels (16.6 per cent), public 
services (14.l per cent), manufacturing (11.1 per cent) and agriculture (10.3 
per cent). 

The new industrial reorientation in Trinidad and Tobago places emphasis 
on the creation of jobs for the skilled and u11skilled work force. While 
gas-based capital-intensive industries could absorb skilled workers, 
downstream activities in heavy industry and labour-intensive light 
manufacturing activities could provide jobs for the growing labour force. 

In Guyana in 1984, of the total labour force of 240,000 persons, around 
20 per cent was engaged in mining and' manufacturing activities. There has 
been a 20 per cent fall in public sector 'employment in 1982-1985. It has been 
estimated that as many as 5,000 skilled and semi-skilled persons are leaving 
the country annually. 

According to a study carried out 'in March 1984 by 
International Ltd the Caribbean region 'was becoming more 
The study entitled "Comparative Analysis of Investment 
production costs (including wages, overheads, shipping, 
etc) of three different products: 

Production Sharing 
cost competititive. 

Factors" compared 
freight, materials 

men's long sleeved dress shi'rts (manufactured in seven Caribbean 
countries), as representative of a labour intensive industry; 

automotive flashers, as representative of more capital-intensive 
production; 

special power supply units 'used in labour intensive electronic 
assembly. 

According to 
review proved 

this sudy, 
fairly 

three o:f" 
compe tit~ v,,e 

the four Caribbean countries under 
with Asia and Mexico. 
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Table 18: Caribbean Production Cost Comparisons, 1984 
($) 

Dress shirt Auto flashers Power suppl:t 

(per doz.) (per '000) (per unit) 
Costa Rica 54.2S 231.3 16.22 
Haiti Sl.76 224.S lS.88 
Dominican Republic SS.SO 16.83 
Jamaica S6.92 
Juarez, Mexico 54.40 236.9 17.66 
Barbados 60.20 2S5.5 18.97 
Panama 59.4S 255.6 
Honduras 56.93~ 241.1~ 17.12 
Far East 51.4fl 257.5 15.26d 

Source: Production Sharing International Ltd. 

~I Philippines. ~/ Taiwan Province of China. <;J Malaysia. 

Taking into account currency devaluations well above inflation rates in 
Jamaica and the Dominican Republic, those two countries will have gained 
significant competitiveness since eariy 1984 when the survey was conducted. 

There are a number of uncertainties concerning the competitiveness of the 
Caribbean as an investment location in the longer term. First advances in 
industrial automation, particularly in areas such as textiles and electronics, 
both important industrial activities in the Caribbean, threaten to erode the 
labour cost advantages of some countries. But in those where wages are 
lowest, like Haiti, the Dominican Republic, St. Lucia or Dominica, automation 
will not be a threat in the immediate future period, even given the most 
optimistic hypotheses of progress in automation. 

In some of the Pacific island countries, such as Papua New Guinea and the 
Solomon Islands, a significant proportion of the population remains largely 
outside the monetized sector, but with the drift towards the urban centres, 
especially in the small States, the share of wage labour has grown 
substantially. However migration in sea:.ch of work is a charactel'istic of 
almost all island communities, with some smaller islands having their overall 
population growth' restrained by long-distance migration to the industrialized 
countries of the 'Pacific Rim. Virtually all island countries are short of 
skilled manpower,' especially technical and managerial personnel with practical 
experience. Ann~al output from the regions' training institutions is 
relatively small , and there have been significant losses through emigration, 
high dropout rate~, and inadequate incentives to acquire key skills. At the 
same time the cqntinued reliance on expatriates limits the extent to which 
islanders can fiq policy and decision-making posts. Minimum w;1ge legislation 
often leads to 1'igh wage levels, which maintains the disti1.ctions between 
urban and rural wprking conditiors and deters entrepreneurs from establishing 
secondary activi,ties. Tertiary activities in servlc' transport or 
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constructions are much preferred by local investors large~y because of greater 
certainty of demand. At the same time population growth rates and increasing 
unemployment in the main urban centres have createli pressure for employment 
creation particularly in some of the smaller States. A number of island 
governments have been looking to secondary economic activities to meet this 
pressing need. However, in employment terms manufacturing accounts for only a 
small proportion of the work force, within the monetized sector. Availability 
of data is limited, but it is important not to exaggerate manufacturing's 
pot~ntial contribution to employment creation. For example in Papua New 
Guinea: in 1980 manufacturing and utilities accounted for about 10.8 per cent 
of the total formal sector employment of nationals. The latter stood at about 
200,000 people. Between 1976 and 1980, national employment levels in the 
formal sector grew by 5. 2 per cent a year. The corresponding figure for 
employment growth in manufacturing and utilities was 8.1 per cent per annum. 
However, this seemingly i~pressive performance representfd only some 1,400 new 
jobs per year. It is, therefore, clear that even on highly optimistic 
assumptions the sector could only make a tiny contribution to the 40,000 jobs 
required annually by new entrants into the active labour force. In many of 
the islands service activities have proved much more attractive for local 
investment than manufacturing. 

2.2.5 Extent of technical progress 

The structure oi industry in the Caribbean and Pacific is dominated by 
food, fisheries, textiles, wood and other natural resource-based activities. 
Since there are low engineering and skill intensity activities, they would 
appropriately reflect their technological c:>mparative advantage. They are 
also of low capital and scale intensity. 

Insofar as manufacturing has undergone structural 'deepening' in the two 
regions this is largely account~d for by the petroleum-based chemical 
industries, and mineral processing. For example Jamaica has received the 
largest single investment under the Caribbean Basin h tiative, a $23 million 
ethanol plant at Kinsgton, a joint venture of Tropicana Petroleum of 
California, and Shell. However the dangers of major fixed capital investments 
with sophisticated techr1ology may also be illustrated in Jamaica. In 1985 
prospects for exports of bauxite/alumina deteriorated with the ending of the 
special sales arrangements of 1984, and the temporary closure of the ALCOA 
alumina plant. As a result gross earnings from bauxite/alumina fell by J$200 
million in 198~, with profound implications for the economy as a whole. The 
government sought to reduce public sector consumption under a severe austerity 
programme, debts were rescheduled, and long-term finance was raised. 

' Fo,r the great majority of the Caribbean end Pacific States manufacturing 
is a s,mall sector. Options still need to be explored for increasing the 
linkage,s between manufacturing and the fishing, forestry, agricultural and 
minera~ sectors, and to identify the scope for further resource-based 
indust~ialization using appropriate technology. 

' 

2.,2.6 Indicators of industi:_i~erformanc~ 

TQe diversity of industrial structure and the lack of data, do not permit 
an overal 1 regional v;_ew of performance, but it is possible to examine the 
individual cases of the States where manufacturing is most significant. 
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Jamaica 

The manufacturing sector in Jamaica has traditionally been based on the 
strategy of import substitution, but in recent years exports have been of 
increasing importance. Significa:it deregulation of the sector has ta~en place 
under t~e Structural Adjustment Progranwe agreed with the IMF. 

Notwithstanding various measures, including the relaxation of import 
licensing together with greater allocations of foreign exchange for imports of 
industrial inputs, the growth and performance of the manufacturing sector has 
been uneven. Table 19 displays the indices of both industrial and 
manufacturing production for the 12 year period ending 1984. The 
manufacturing sector in Jamaica grew at an annual average rate of 4 per cent 
during 1965-1973. The indices show a somewhat different behaviour of 
manufacturing and industrial production over the 1973-1984 pedod (1974=100). 
After the 1974 peak (102. 2), the index of industrial production bottomed out 
(84) in the first quarter of 1982 - a year in which the bauxite sector 
registered a loss of 29 per cent. The Table reveals that industrial 
~roduction never recovered anywhere near the level of the early 1970s. An 
overall downward trend existed until 1986. This was largely due to the sharp 
declines registered by the bauxite and alumina sector. 

The picture that emerges from indices of manufacturing output is 
different. Manufacturing activities showed resilience between 1973 and 1978. 
Manufactuting indices showed the ability of the sector to recover when 
conditions allowed as for example through the increased availability of 
foreign exchange for spares and raw material parts. The production peak was 
reached in the second quarter of 1978 at a level of 118.3 (1974 = 100). In 
the following four years the manufacturing sector suffered loss of 
production. In 1980 the sector experienced a steep recession under the impact 
of foreign exchange shortages and domestic unrest, but showed some signs of 
recovery in 1981. Aft-:r a fall in output in 1982, the sector rebounded in 
1983 only to fall again in 1984. Despite this continued decline in the 
manufacturing output dur~ng the period of 1979-1986, manufacturing activities 
have been undergoing a process of structural change. The share of food 
products in MVA increased from 41 per cent in 1970 to 43 per cent in 1983. 
The MVA share of chemicals increased from ll per cent to 16 per cent during 
the same period. 

Table 20 shows figures pertaining to physical output of selected 
manufactures during 1979-1983. With the exception of fertilizer, diesel/fuel 
oil, cement and beer, 1983 production fig~res show the full extent of 
contraction of output when compared with 1979 level of output. Manufacturing 
production in 1984 showed mixed trends and uneven growth rates. Between 1983 
and 1984 1·he rrocessed food branch is estimated to have grown by 7 .1 per cent, 
with large increases in the production of flour and cornmeal. Agro-based 
activities such as the production of sugar, rum and molasses fell some 4.1 per 
cent; other beverages fell by 9 per cent and cigars and beer .showed the 
greatest f:llls. While apparel and sewn products grew rapidly, 'textiles and 
footwear as a whole declined. Chemicals and chemical piroducts' expanded by 
almost 4 per cent, but output of paints declined with the lack of' construction 
activity; for similar reasons cement and steel production also declined. 
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Table 19: Jamaica: indices of industrial and manufacturing production, 
1973-1984 

Year Industry Manufacturing Year Industry Manufai: turing 

1973 I 94.5 97.7 1979 I 90.4 94.7 
II 96.7 100.4 II 92.7 99.9 
III 98.3 101.6 II! 93.2 100.7 
IV 94.9 96.1 IV 103.4 116.5 

Average 96.1 98.9 Average 94.9 103.0 

1974 I 97.4 98.3 1980 I 96.3 103.8 
II 102.2 102.2 II 89.5 87.7 
III 101.4 100.3 III 91.6 92.4 
IV 99.0 99.2 IV 91.9 93.4 

Average 100.0 100.0 Average 92.3 94.3 

1975 I 101.0 101.6 1981 I 93.4 93.0 
II 102.6 113.3 II 92.0 91.2 
III 96.5 105.5 III 95.2 98.3 
IV 96.0 108.6 IV 92.7 97.5 

Average 99.0 107.3 Average 93.3 95.0 

1976 I 96.9 109.7 1982 I 84.0 94.2 
II 90.1 108.7 II 85.2 91.6 
III 96.0 110.1 III 89.5 99.9 
IV 97.4 108.1 IV 84.0 95.1 

Average 95.1 109.2 Average 85.7 95.2 

1977 I 99.0 110.8 1983 I 94.1 109.1 
II 96.1 105.2 II 92.7 105.3 
III 98.6 108.5 III 93.9 104.8 
IV 102.6 112.8 IV 90.1 99.2 

Average 99 .1 109.3 Average 92.7 104.6 

1978 I 97. 7 105.7 1984a/I 90.9 103.1 
II 105.2 118.3 II 90.3 105.9 
III 96.8, 106.4 III 84.0 100.9 
IV 95.2, 100.S IV 87.8 103.8 

Average 98.8, 107.7 Average 88.2 103.4 

Sour~e: Planning Institute of Jamaica, Quarterly Economic Report, Oct.-Oec. 
1984/85, Vol., 1, No. 3, p.42. 

a/ Provis iona 1. 
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Table 20: Jamaica: Erorluction of selected manufacturesi 1979-1984 

------------------------- ·--
Product Unit 1979 1980 1981 1982 1983 1984 

Sugar '000 tons 279 228 202 192 195 185 
Run '000 tons 3,279 3,279 3,715 3,361 2,696 3,123 

Molasses '000 tons 108 101 79 99 93 89 
Beer '000 gal. 11,326 13,993 12,379 12,477 12,490 10,388 
Cigarettes/ 

cigars millions 1,412 1,.m 1,269 1,435 1,378 1,280 
Textiles '000 yards 6,700 4,979 3,448 3,543 3,555 2,125 
Cement '000 tons 222 142 162 208 273 257 
Gasoline '000 gal. 59,156 50,388 44,054 55,476 43,545 25,573 
Diesel/ fuel oil '000 gal 156,383 174,944 108,995 148,141 164,560 103,485 
Fertilizer tons 30,279 28,129 24,460 18,977 36,701 32,954 

Source: Planning Institute of Jamaica, Economic and Social Survey of Jamaica, 
1984. 

Table 21: Trinidad and Tobago: Ehysical outEut of selected manufactures 
in 1985~7 and average annual increase, 1981-1985 

--------·- ----·- ·--·-
annual increase 

Vohme (~r cent) 
Product Unit 1985 19 1981-85 

(average) 

Cement ' 000 tonnes 305.7 -24.6 10.4 
Fertilizers '000 tonnes 1,660.0 13.8 19.3 
Steel Products '000 tonnes 474.3 -17.2 80.6 
Motor Vehicles '000 units 13.6 -40.4 2.7 
Radio RE:Ceivers '000 units 3.4 54.5 -16.3 
Television Sets '000 units 23.6 22.9 13.0 
Gas Cookers '000 units 16.2 -20.2 -7.1 
Refrigerators '000 units 8.5 -61.0 -21.0 
R1JT1 m proof gallons 2.5 -13.8 -13.3 
Beer & Stout m litres 25.9 -23.4 -6.9 
Edible oil m litres 4.3 44.2 -11.9 
Margarine m kg 1.8 -25.0 
Soap m kg 1.8 5.9 -11.4 

~: Central Bank of Trindad and Tobago. 

.al f.c;t ilna le. 
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In 1984-1985 low domestic and regional demand, high interest rates, and 
new duties on imported raw materials forced a reorientation of business 
activities which adversely affected the sector's performance, particularly in 
footwear and furniture. In 1984 exports of manufactured items amounted to 
US$148 million, a 6 per cent fall on the previous year - with the only 
exception of apparel and sewn products which accounted for much of the growth 
in exports of miscellaneous manufactures: this resul te:d from a number of 
additional producers of garments establishing new production capacity in the 
Kingston free Zone and the expansion of '807' manufacturing by Jamaican 
apparel prooducers. Exports of manufactured items to CARICOM during 1984 fell 
by 37 per cent to US$ 52. 5 million, largely as a result of the protective 
attitudes adopted by a number of member countries. However, there was a 
17 per cent increase in the direction of trade from CARICOM to third 
countries, as producers began to seek extra-regional markets, although not in 
the direction of the EC. 

Trinidad and Tobago 

The level of industralization in Trinidad and Tobago is well below that 
of other countries at a similar level of per capita income. Under the 
auspices of the government's Industrial Development Corporation, a planned 
industrialization policy has been carried out in pursuit of using the 
country's oil revenues to develop the non-oil sector and diversify foreign 
exchange earnings. 

For the last 25 years the manufacturing sector has benefitted from <'.n 
"infant industry" status. Recently, however, import substitution is 
encountering increasing difficulties in the small national market. The cost 
of the long-term support given to infant industries has been high not least 
through the compensatory subsidies paid to conswoers. M....nufacturing has thus 
far been a net recipient of foreign exchange and has generated little tax 
revenue. The decline of the petroleum sector has created a need for 
alternative sources of foreign exchange to which the manufacturing sector 
could contribute. 

Manufacturing in Trinidad and Tobago expanded rapidly after 1973 behind a 
tight system of non-tariff protection. Real annual growth of manufa·'!turing 
output ranged between 5 per cent and 15 r-er cent during 1974-1978 and the 
manufacturing sector accounted for 10.2 per cent of GDP in 1985. The 
manufacturing sector registered a 2.1 per cent fall in 1982, but recorded a 
4.1 per cent rise in output in 1983 in contrast to over 7 per cent decline in 
GDP in the same year. According to the Central Bank, manufacturing in 
Trinidad and Tobago suffered declining growth rates of -11.3 per cent and 
-15.7 per cent (at 1970 prices) in 1984 and 1985 respectively. 

The share of food productc in MVA rose from 15 per cent in 1970 to 26 per 
cent in 1983, while the share of textiles in MVA increased marginally from 5 
per cent to 6 per cent during the same period. Machinery and transport 
equipment had a substantial increase in its share of MVA from 5 per cent in 
1970 to 15 per cent in 1983. Chemicals accounted for 8 per cent of MVA in 
1983. 

Table 21 presents estimated physical output of selected manufactures for 
1985 and figures pertaining to growth rates over the year 1984 and the period 
1981-85. With the' exception of fertilizers, radio receivers, television sets, 
edible oils and soap, all other subsectors of manufacturing suffered two-digit 
negative growth r~tes in 1985. The most striking aspect of manufacturing 
growth was an 80.~ per cent average growth recorded by steel products during 
1981-1985, despite,a 17.2 per cent fail in 1985. 
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Despite mixed performance of energy-intensive heavy industries, the 
government seems to rely on heavy industry as the possible long-term successor 
to an oil-based economy. The policy of the government is also aiming at 
developing its light industries. Assembly of imported parts and mixing and 
bottling operations of the food processing industry dominate light 
manufacturing with about two-thirds of total value added. In the 1960s, 
Trindad and Tobago was a net exporter of food. Now the country relies on 
imports for about 75 per cent of food requirements. 

The sugar industry continues to be in deep recession, despite a reported 
92,000 tonne harvest in 1986, which was 14.l per cent higher than 1985 output 
and higher than the target. Caroni, the State sugar company incurred a 
financial loss of TT$11.8 million in 1986. The company is yet to recover from 
the impact of a two-month industrial dispute, heavy rain and high levels of 
cane fires. Deteriorating conditions forced Caroni to lay off 8,000 of its 
employees in 1985 and 1986. As part of a restructuring of sugar processing, 
Caroni is to be merged with another public concern, Orange Grove Sational 
Estate, with a view to producing 100,00 tonnes of sugar a year. In 1984 
Trinidad's Usine St ~deline refinery processed 47,000 tonnes of raw sugar 
from Brazil, the Dominican Republic and Guatemala. It aims at operating at 
its 60,000 tonnes a year capacity. 

Among the light industries, the ~ment_industry suffered a sharp fall in 
sales in 1986 in the face of foreign competition and recent currency 
devaluations in CARICOM countries. 

Because of the, oil-induced recession, sharp contractio•• in domestic and 
foreign demand and 'high production costs, manufacturing production was almost 
14.5 per cent below the level attained in 1984. Sales in almost all 
subsectors of light' manufacturing deteriorated substantially. A comparison of 
sales indices for the second quarter in 1985 with that of 1984 shows that 
sales within food processing industries declined by 3. 7 per cent; drink and 
tobacco by 2.9 per cent. Sale of textiles, garments and footwear fell by 14.5 
per cent, and printing, publishing and paper products by 8.9 per cent. 

Guyana 

The manufactur'ing sector in Guyana, exclusive of bauxite processing and 
the mil ling of sugar and rice, is very small accounting for less than 10 per 
cent of GDP and of export earnings. Most of these activities are undertaken 
by the private sector, which has grown rapidly in the last decade, al though 
its potential cont'ribution to the economy has been limited. The diffic~lt 

economic environment, particularly the shortage of foreign exchange and 
frequent interruptions of power have inhibited the growth of existing 
enterprises. The uncertainties of the new investment climate have constrained 
diversification and' the creation of new enterprises and activities. 

Manufacturing activities take place in both the public and private sector 
enterprises engaged: in the product ion of a variety of consumer. intermediate 
and capital goods., The processing of sugar cane, rice, timber, coconuts, 
gold, manganese and diamonds accounts for about 75 per cent of the country's 
manufacturing output. Additional manufacturing activities encompass light 
consumer goods produced by a large number of small-scale fir'ms. In terms of 
investment, the public sector is dominant. There are 625 ent~rprises in the 

' ' ' 
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private sector, of which 217 firms are found ~n wood industry (including 
furniture) and 104 firms are engaged in the production of footwear, textiles 
and wearing apparel. In recent years a number of co-operative ventures have 
also been established. The small (10-50 workers) and medium (51-100 workers) 
enterprise sectors contribute approximately 20 per cent of MVA. 

Although the manufacturing sector in Guyana grew faster than other 
sectors in the 1970s, its contribution to the overall transformation of the 
economy remained far below its potential. Lack of investment and shortage of 
imported inputs limited the possibility of widening the manufacturing base and 
boosting exports. 

Notwithstanding these constraints, the performance of several industrial 
activities improved considerably in 1984-1985 in contrast to their performance 
in the period 1972-1982. Production of aerated beverages, cigarettes, 
sweetened biscuits, matches, textiles, footwear and stoves increased 
substantially in 1985 compared with the production levels achieved in 1984. 
Table 22 shows that pharmaceutical products, stockfeed, paints and 
refrigerators recorded downturns in 1985. Estimated indices of manufacturing 
output for 1986 show that with the exception of stockfeed and biscuits, 
recorded output was above the base year (1984) level. 

In recent years the non-traditional manufacturing sector grew 
significantly in value added, although performance across the various product 
groups was mixed. A variety of consumer, intermediate and capital goods are 
manufactured; these include food and beverages, pharmaceuticals, tex'tiles ar.d 
leather, and consumer goods such as refrigerators and stoves. Given the 
country's natural resources, the high level of literacy and ' research 
capabilities, the potential for the manufacturing sector is considerable. 
However, the industrial sector in general has been constrained by inadequate 
machinery and equipment and insufficient supplies of spares and raw ~terials, 
leading to continued low capacity utilization. 

' The State-owned Guyana Mining Enterprise Ltd. (GUYMINE) ~ndertakes 
bauxite production and operates mines and plants at four locations. ,Guyana is 
the world's largest producer of calcind grade bauxite and accounts ~or 50 per 
cent of the world market. Output performance of bauxite industry, declined 
:rom 350,000 tonnes in 1983 to 560,000 tonnes in 1984 and 580,000 ,tonnes in 
1985, the rate of capacity utilization was far below the installed, capadty. 
The low level of capacity utilization is the result of poor plant and 
equipment condition and high operating costs. In 1984, fuel oil, ,wages and 
salaries accounted for 47 per cent of GYMINE's total cost of produc,tion. The 
existing plants and equipments require extensive rehabilitation. ~part from 
under-utilization of capacity, the industry's finances have deteriorated since 
1976 because of low productivity, depressed world prices and emergeoce of new 
competitors. 

In early 1986 GUYMINE invested $ 62 million to rehabilitate bauxite 
mining installations. The International Development Association (IDA) 
approved a $7 million loan in August 1986 for the industry's rehabilitation 
plan, particularly for developing marketing and cost control techniques. A 
new product developm:?nt involving production of a new refractory, grade of 
bauxite is also envisaged. In 1984 and 19'85 Guyana received ECU4 mi,llion from 
SYSMIN for rehabilitation. 
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Table 22: Guyana: physical volumes and indices of manufacturing 
output, selected products, 1984-1986 

Item Unit 1984 1985 1986~ 
Index Index Index 

Run Litres million 17.3 100.0 17.9 103.47 18.2 105.20 
Beer & stout !000 litres 7 '731.5 100.0 7,982.0 103.21 9,002.0 116.43 
Aerated 

Aerated '000 cases 2,083.0 100.0 2,418.0 116.08 2,700.0 129.62 
Malta '000 cases 273.0 100.0 342.0 125.27 300.0 109.89 
Shandy '000 cases 176.0 100.0 277.0 157.39 240.0 136.86 

Cigarettes Million sticks 373.2 100.0 466.9 125.11 510.0 136.66 
Stockfeed Million kg 26.1 100.0 50.9 97.70 25.0 95.79 
Flour '000 lb 

Biscuits: 

Sweetened !000 kg 95.5 100.0 286.4 299.89 438.6 459.26 
Unsweetened '00 kg 806.4 100.0 50.9 6.31 545.5 67.65 

Ph.~rmaceuticals: 

Liquid '000 litres 528.0 100.0 438.0 ;2.95 840.0 159.09 

Tablets Million 22_5 100.0 18.4 81. 77 48.0 213.33 

Ointments '000 kg 4.9 100.0 5.0 102.04 9.6 195.92 
Matches '000 gross 

cartons 114.~ 100.0 160.8 140.44 240.0 209.61 
Paints '000 gallons 65.2 100.0 30.3 16.47 100.0 153.37 
Textiles Million metres 1.5 100.0 .i.. 7 113.33 4.3 286.67 
Footwear '000 pairs 216.8 100.0 233.0 107.47 305.C 140.68 
Refrigerators Number 9,607.0 100.0 6,092.C 63.39 1o~cm.o 104.09 
Stoves Number 1547.0 100.0 1,635.0 105.69 

Source: Central Statistical Bureau. 

~I Projected. 



- 50 -

Local production of capital goods is very limited and virtually all 
capital goods are impor.:ed. The users of capital goods are the dominant 
economic sectors, namely bauxite, sugar and rice. In line with the 
government's aspiration to devei.op the indigenous capacity for local 
manufacturing of capital goods with a view to saving foreign exchange and to 
enhance the technological capability of the country, metal and engineering 
industries have been established both in public and private sectors. 

Current production levels in manufacturing enterprises are substantially 
less than installed capacities, particularly in the production of garments, 
edible oils, margarine, flour and biscuits. Prospects for growth depend on 
the pace at which productive capacity in bauxite and sugar industries can be 
upgraded and rehabilitated, and idle capacity in the manufacturing sector 
refurbished and brought into production. 

Barbados 

The manufacturing sector in Barbados can be divided into two distinct 
parts according to ownership. Locally owned firms produce furniture, 
garments, engineering products, chemicals and food products for domestic and 
regional (CARICOM) markets. Multinational firms in Barbados produce 
electrical and electronic components, data processing services, engineering 
products and garments, mainly for the North American market. The problems 
facing these two groups differ considerably. 

One of the major manufacturing activities is the processing of sugar. 
Secondary industries include edible oils, soap, margarine and lard compounds, 
together with textiles and clothing, paints, paper products, furniture and 
electronic components. In 1984 a major cement plant came into operation, 
which should more than meet local requirements and produce an exportable 
surplus. 

The contribution of the manufacturing sector to GDP increased steadily in 
value during the late 1970s, and in 1981 physical output was 40 per cent 
higher than ten years before. In the 1980s, however, growth has slowed 
considerably and recently the manufacturing sector has only just held its 
share of GDP. 

Loca! manufacturing enterprises have been affected by tie recent marked 
decline in CARICOM trade in the face of severe economic difficulties in 
Jamaica and then Trinidad and Tobago - the major regional markets. It has 
been estimated that roughly half of Barbadian manufatures were sold in the 
regional makrlcet place between 1977 and 1982, Barbadian exports to CARICOM 
markets increased by an annual rate of almost 25 per cent. This trend 
reversed in 1982 and exports to CARI COM fell by 2. 9 per cent in 1983 and by 
8.3 per cent in 1964. Largely as a consequence, manufacturing employment in 
Barbados fell by 17 per cent between 1983 and 1984. 

Table 23 shows that the index of industrial production (1982 = 100) fell 
from 108.2 in 1984 to 104.6 in 1985 in consequence of falling production 
levels in the major branches; electronic components declined by 20.3 per cent, 
wearing apparel by 15.6 per cent, chemicals by 11.1 per cent and wooden 
furniture by 12.4 per cent. There has been much less growth amongst companies 
operated by multinational corporatiors in the last two years; indeed in 
contrast to their performance in the early 1980s, output and employment seem 
to have declined since 1984. This is largely the result of world-wide 
recession and excess inventories. In addition the very success and increased 
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prominence of the electrical components subsector has somewhat increased the 
economy's vulnerability to world trade cycles. In 1985 exports of electrical 
components amounted to over 60 per cent of Barbados' total manufactured 
exports. 

Table 23: Barbados: index of industrial production, 1981-1986 
( 1982 :;:; 100) 

1981 1982 1983 1984 1985 

Total industries 103.7 100.0 104.4 108.2 104.6 

Mining and quarrying 100.1 100.0 118,5 161.6 174.0 

Electricity and gas 98.3 100.0 116.1 121.7 130.2 

Manufacturing 104.6 100.0 102.1 103.2 97.2 

Food 116.0 100.0 99.3 99.7 101.3 

Beverages & t~bacco 109.9 100.0 98.2 90.4 90.9 

Wearing apparel 102.9 100.0 106.2 110. 7 93.4 

Wooden furniture 124.5 100.0 116.8 115.9 101. 5 
Chemicals 107.2 100.0 97.2 83.9 74.6 

PetroJ_eun products 100.0 100.0 97.5 99.5 103.7 
Other non-metallic 

mineral products 134.2 100.0 84.3 77.8 87.2 
Electronic components 69.0 10J.~ 108.2 141.0 133.3 

Other 108.9 100.0 102.8 95.2 87.0 

Source: Barbados Statistical Services. 

a/ July 1986. 

Papua New Guinea 

1986fJ/ 

117.9 

163.9 

140.3 

112.3 

109.1 

123.5 

90.0 

96.4 

117.3 

123.7 

155.2 

142.8 

100.9 

Amidst strong fluctuations in the growth pattern of MVA, the food 
industry expanded sharply during the second half of the 1970s, with the 
exception of a 2.4 per cent decline in 1979 (Table 24), suggesting that it was 
only a pause before a spurt as value added in food industry continued to 
expand since 1980. Metal-based manufacturing, the second most important 
manufacturing branch, exhibited a much lower, strongly fluctuating growth 
rate. Wocd products grew strongly during the late 1970s, but suffered from a 
setback in the early 1980s. 
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The structure of the manufacturing sector underwent one major change 
during the 1975-1984 period. Food processing replaced metal-based 
manufacturing as the most important branch, representing 44 per cent of MVA in 
1984. The wood and wood products branch has retained and slightly improved 
its position. These three branches together produced some 85 per cent of MVA 
in 1975, and approximately 80 per cent of MVA in 1984. Among the less 
important branches, non-metallic minerals strengthened its position. 

Manufacturing employment grew faster than manufacturing value added and 
productivity levels consequently declined. Table 25 presents estimates of 
labour productivity and of the share of value added in gross output at the 
branch level over the period 1978-1980. It can be seen that for the 
manufacturing branches shown in Table 25, aggregate labour productivity 
declined by about 4 per cent over this period. The fall was most marked in 
the case of food products where productivity levels fell by almost 40 per cent. 

The paper products branch also registered a decline. On the other hand 
productivity increased significantly for the chemical, wood and metal based 
branches. The wood and metal products branches also experienced a rapid 
increase in the value added to gross output ratio. Overall, however, this 
ratio declined by about 12 per cent over this period indicating that 
industrial costs rose substantially. Once again the food products branch was 
mcst seriously affected - value added declined by as much as 33 per cent in 
this case. 

Increased national self-reliance was a major objective of Fiji's Eighth 
Plan (1980-i985) basic strategy, which involved considerable fovestment in 
increasing and diversifying primary sector output coupled with primary sector 
processing at a later stage. There was to be a reorientation of investment by 
region to ensure better distribution across the country. Fiji's Ninth 
development plan (1986-1990) aims at achieving real GDP growth of 5 per cent a 
year. On the output side, emphasis is given to the growth of resource-based 
indu$tries. The Plan retains the diversification and distribution 
objectives. Creating new employment opportunities is also an ongoing 
concern. Measures to increase financial stability as well as efficiency and 
competitiveness in the manufacturing sector are to help increase economic 
growth. Special attention will be given to cottage and small-scale 
industries. There is to be a shift from investment in infrastructural works 
to directly productive activities. 

Within these planning frameworks the industrial sector was expected to 
help make optimal use of the available human and physical resources and to 
reduce income disparities. Initially industrial projects were chosen allowing 
only moderate economies of scale, and with modest export potential and 
capabilities of enhanced value added. Although import substitution was well 
developed by the time of the Sixth Plan it was not to be taken as far as full 
self-sufficiency - rather there would be a concentration on activities with 
export-possiblities. In the Eighth Plan both export and industries were 
encouraged with high priority to industries based on local primary commodities 
and the production of inputs required by primary and other sectors. 
Industries based on imported raw materials were to produce essential items for 
the domestic market and goods for export. Low priority is given to industries 
based on imported raw materials and producing non-essential items. 



Table 24: Papua New Guinea: manufacturing value added, 1975-1984 
(in millions of Kina at cur~ent prices) 

Total - Fen] ___ Te-:files & Rm' \\OOd -~& - - - - Year rrm...lia:b.rirg µ.-00.cts leatrer ;nxi.r.ts tr int:irlS 

1975 80,290 24,019 733 11,650 2,992 
1976 102,680 36,657 838 12,357 5,643 
1977 136,110 58,302 889 16,403 6,345 
1978 138,160 66,446 1,130 22,905 6,1)13 
1979 147,240 64,830 1,063 25,569 7,169 
19RO 187,840 75,359 1,315 40,409 7,584 
1-981 188,100 82,914 1,404 34, 771 8 '"/21 
!9>j2 198,990 87i616 1,486 36,785 9,226 

- 1-9~3 - - -221,-180 97,495 1,651 40,886 10,255 
1954 242,250 106,783 1,809 44,780 11,232 

Source: UNIDO data base. 

~fallic t'fil.8l;..l:ESErl ------ TOtfil 
Oienicals mlreraJ..s ll'El1Jf ccb.1t'in5 Others iTBlJfocturirg 

~rate 
cait) 

23,308 1,119 33,692 4,138 
6,050 1,704 35,939 5,5058 27.88 

10,936 1, 719 40,744 4,929 32.56 

6,867 5,887 26,320 2, 132 1. 51 VI 
..... 

5,800 7,305 34,561 3,188 6.57 

5,818 7,559 46,446 3,345 27.07 

7,529 8,305 41,009 3,434 0. !4 

7,965 8,786 43,383 3,643 5.70 
8,782 9,766 48,221 4,050 11.15 

9,696 10,696 52,817 4,436 9.53 
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Table 25: Papua New Guinea: performance indicators in selected 
subsectors of w.anufacturing, 1978-1980 

--- ·-- ·-

Value added ratio~ Produc . . . \?/ tiv1t):'. ratio 

1978 1979 1980 1978 1979 1980 

Food products 45.5 30.2 30.0 16!360 10,700 10,290 

Textiles & leather 53.3 50.5 59.0 2,985 3,514 5,058 

Wood 50.3 52.4 58.5 5,087 5,176 7,108 

Paper 54.8 47.8 47.4 6,934 6,4% 6,841 

Otemicals 60.4 52.9 52.7 22,413 19,566 27,335 

Non-meta Hies 54.6 52.9 50.0 12,240 11,128 13,933 

Metal band 
products. 40.1 40.7 45.8 8,001 7,009 9,624 

Total manufacturing 45.7 37.5 39.8 9,508 8,013 9,219 

Source: Official national Statistics. 

w Vcslue added to output (in percentages). 

1,1 Value added to total employment (K '000). 
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Table 26: Fiji: projected sectoral rate of growth in terms of 
gross value added at factor cost, 1985-1990 

Western Samoa 

·-------- --- - -------
Gross value added 

1985 1990 

1. Agriculture, forestry, fishing 
1.1 Crops 

1.1.1 Sugar cane 51.6 
1.1.2 Other crops 37.5 

1.2 Livestock 13. 7 
1.3 Fishing 15.5 
1.4 Forestry 11.2 
1.5 Sli>sistence 72.4 

2. Mining and quarrying 10.3 

3. Manufacturing 
3.1 Sugar 25.1 
3.2 Other food, drink & 

tobacco 48. 2 
3.3 Other manufacturing 75.4 

4. Electricity, gas, water 24.4 

5. Construction 90.2 

6. Trade 229.2 

7. Transport & camainicati<>11<: 114.8 
8 Fin'lnce, insurance and real 

74.2 
53.3 
17.4 
22.3 
16.7 
80.0 

16.9 

36.7 

67.4 
96.S 

31.9 

115. 7 

293.2 

143.2 

estate and business services 94.2 129.5 

Growth rate 
(per cent) 

7.5 
7.] 
4.9 
7.5 
8.4 
2.0 

10.4 

7.9 

6.9 
5.0 

5.5 

5.1 

5.0 

4.) 

(,_f, 

9. Comrunity & oth~r services _3_2_8-'.3 __ ....;J:.;;90---'.2'-----_..::.1:..:.~:___ 

Total ·'-,~2_42_._o_--=-I ''-'5c.:.8""5.'""l _____ '.:.c>-c..:O_ 

Source: Ninth Development Plan 1986-1990, p.14. 

Manufacturing activities grew quickly during the 1970s, averaging over 
3.5 per cent per annum, but are still very modest. In 1983 some 75 industrial 
enterprises were in operation. In 1981, the manufacturing sector contributed 
6. 5 per cent of GDP and employed 75 7 persons. In 1983, without improving its 
GDP share, the industrial work force had grown to 1,431, about half of thL;e 
being employed in the food industry, the most important manufacturing branch. 

In the period 1978-1980 a number of medium-scale enterprises came into 
production including a brewery, a cigarette factory, an animal feed mill and a 
match factory. Coconut cream, exotic tropical fruit juices and fishing boats 
were also produced on a significant scale. A coconut oil mill and a veneer 
mill factory were completed during the Fourth Plan (1980-1984). The coconut 
mill brought considerable benefits adding WS$ 4.7 million in foreign ~xchan~e 
to the 1983 export receipts. During the same period, another coconut cream 
factory was completed, and in 1984 a new meat canning factory start~d 
operations. A new soap factory was to be built in 1985/86, and the Samoa 
Forest Products factory was to be re-equipped in 1985. The majority of 
enterprises are small-scale employing less than 15 persons. 
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The market for manufactured goods in Samoa is limited by the small 
population, its low purchasing power and the small size of the monetized 
sector. Distance from major metropolitan markets also inhibits larger-scale 
operations. Manufacturing activities in the main are oriented towards 
substituting for imports of consumer goods. The potential for both forward 
and backward linkages remains underexpl0ited and many enterprises rely heavily 
on imports of raw materials and intermediate inputs. 

Table 27: Western Samoa: indicators of industrial output, 1979-1984 

1979 1980 1981 1982 1983 1984 

Beer 
---VOlune ('000 hecto litre) 38.8 45.7 42.5 50.6 43.2 39.6 

Value (market price·s 
in '000 tala) 2, 727 3,792 3,965 5,126 5,900 6,243 

Cigarettes 
Volune (millions of 
cigarettes) 67.5 142.9 131.3 157.0 129.6 152.1 

Value (market prices 
in '00 tala) 1,630 2,953 3,516 4,708 5,608 8,762 

Timber 
----yor-lJlle ( ' 000 cubic feet) 8,906 8,983 8,197 8,666 6,722 6,273 

Value ('000 tala) 1,914 2,618 2,797 3,507 3,454 4,159 

Veneer 
----vor-une (in cubic metres) 1,066 1,579 1,241 

Value ('000 tala) 261 542 57':-

Coconut oil 
Volune (million tons) 8,679 12,252 10,955 
Value ('000 tala) 4,452 11,446 21,621 

Copra meal 
Volume (million tons) 4,577 65, 74 5,477 
Value ('000 tala) 442 673 766 

Soap 
Volume (million tons) 956 898 807 923 713 661 
Value ('000 tala) 755 721 819 1,183 1,065 1,215 

Matches 
Vol1.111e (in '000 boxes) 1, 738 3,604 1,967 4,477 3,251 3,200 
Value ('000 tala) 80 127 101 283 205 230 

Source_: Department of f..conomic Oevelopment. 
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3. CONSTRAINTS ON INDUSTRIAL CO-OPERATION UNDER LOKE CONVENTIONS 

3.1 Major constraints to industrial co-operation between ACP/SSA and EC 

The experifmce of African industrialization under Lome has been 
influenced by a complex and interdependent s~t of constraints. It is clear 
that many ACP/SSA countries are subject to exogenous shocks ste1m1ing from 
factors that are beyond their control. These included deteriorating terms of 
trade, oil crisis, drought, floods, influxes of refugees, etc. and the impact 
of such shocks has contributed to the severe problems encountered in fostering 
'industrial co-operation•. Nevertheless, the response of individual country 
governments to such exogenous shocks has played a major role. The constraints 
limiting the impact of Lome on industrial co-operation also include problems 
of a broader and longer-term structural nature. 

An analysis of obstacles to "directly productive" investment was 
explicitly provided for by Lome III (Article 241). Two studies were 
camnissioned by the EC.l/ One study focussed on the constraints as 
perceived in the ACP/SSA, and for this 343 ACP/SSA firms were interviewed. 
The second study focussed on the constraints as perceived from the European 
view, and more than 1,000 firms and organizations of various sizes and sectors 
in the EC countries were interviewed. This presentatio~ of the co~straints to 
industrial development include findings from both studies. 

3.1.1 Deart'.1 of investible resources: stagnating flow of funds to 
industry 

In no low-income ACP/SSA country has significant local mobilization of 
domestic resources for industrial development, either by the State or 
individual businessmen, been achieved. The limited domestic financing 
capacity may be attributed to low per capita income, low or negative growth 
rates, and high dependency ratios within families resulting in low savings 
ratios. In 1984 savings as a percentage of GNP for Asian low-income countries 
was 24.3 per cent but for ACP/SSA only 4.3 per cent. The share of investment 
in GNP in 1984 for Asian low-income countries was 26. 5 per cent and for 
APC/SSA only 11.8 per cent. Large subsistence sectors and weak trading 
sectors further limit taxable capacity. Most of the ACP/SSA have tax/GDP 
ratios below 10 per cent. Investing from retained profits are by definition 
impossible with loss-making/s•.ibsidized enterprises. External sources of 
investible resources are therefore essential for industrial development. 

At first glance both Lome I a!ld II gave a prominent place to 
:ndustrialization in terms of funds allocated and technical co-operation 
efforts. A total of ECU 424 million was approved for EVF 4 and 
ECU 755 million for EDF S, or 14.3 per cent and 20.9 per cent of approved aid 
respectively, representing a 78 per cent increase. , Unfortunately, the 
definition of industrialization used by the EC is br,oad, and the narrow 
definition of industrialization to exclude energy relate~ projects and 
extractive indu~tries indicates an increase from , ECU 236 million to 
ECU 308 million, or an increase in share of total EDF ,4 and 5 from 7 .9 per 
cent to 8.5 per cent. In EDF 6, the allocation to industrialization has fallen 

!/ Ph. Queyrone, The Constraints on Industrial Co-operation b~tween Firms in 
the EC or ACP Count~ies, EC, 1985, and J.A. Tilot, Barriers to Industrial 
Co-operation between Firms and Partners in Developing Count~ies, EC, 1986. 
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by more than half from EDF :; to 320 mill ion ECU, or 14 per cent of approved 
aid. By December 1987, ECU 26 million, or 8 per cent of this allocation had 
been spent. A narrow definition of manufacturing industries, (excluding 
energy and extractive industries) saw a steep decline in aid approval from 
ECU 104 million to ECU 76 million, or 24 per cent and 10 per cent of aid 
approved for industrialization. In EDF 6, excluding mineral and energy 
related projects and extractive Industries, reduces the allocation to 
ind us trialization to only ECU 22 mil U =n. or a decrease in share of EDF 6 to 
7 .4 per cent. As a share of total EDF 4 the al location of manufacturing 
industries according to th1s definition was a mere 3.5 per cent, of EDF S only 
2.1 per cent and EDF 6 les3 than l per cent. 

Under Lome I, th, coamitments of European Investment Bank (EIB) whether 
in the form of loans from own resources of risk capital operations, climbed 
steadily. During t~1e first year (1981), Lome II saw a notable increase in the 
Bank's coamitments was mainly :iS a result of the "reserve" of projects bui 1 t 
up during 1980. Between 1982 and 1984, the annual volume of loans from own 
resources dropped appreciably with the result that by the end of 1984 less 
than 60 per cent of the ECU 685 million appropriations had been conwnitted. 
The main reason for this was the worsening eccnomic situation in most of the 
ACP States, which were finding it increasingly difficult to set up and finance 
pr1Jjects in productive sectors. In 1985, however, the level of conwnitments 
from the Bank's own resources rose sharply to nearly ECU 156 million, and 
about RS per cent of total funds had been coll'lllitted by 31 December 1985. 
Adapting the broad EC defir.ition of "industrialization", of total coamitments 
of EIB under Lome I and II, some 88 per cent went to industry, but excluding 
energy and extractive industries the share falls to 42 per cent. 

The EIB has supported SO Development Finance Banks or Corporations in 40 
ACP countries through 123 operations, mainly in the form of global loans, for 
an aggregate amount of CCU 431 million. At 31 December 1987, a total ~f 595 
allocations had been approved for the financing of an approximately equal 
number of projects. 

Assistance to Development Financing Corporation (DFCs) is the single most 
important activity of the EIB under the Lome Conventions, accounting for 22 
per cent and 29 per cent of total loan comni tments and tot.al number of 
operations, respectively. Both own resources and risk capital have been 
used. A total of ECU 277 million of own resources have been co111111itted through 
41 different global loans for long-term lending, while ECU 154 million of risk 
capital have been used to finance a variety of different types of assistance, 
including pre-investment feasibility studies and equity participations. The 
latter have contributed to help promoters arrive at a better definition of 
their investment plans and to bridge critical equity-gaps that are often a 
major constraint to successful project implementation. 

A break-down of activities by countries in terms of their income E~!: 
capita shows that approximately 75 per cent of both total operations and funds 
allocated have been in favour of countries with a GDP ~.r:.._c~.eJ!.ol! of less than 
$900. Countries with an income ~ capi_~ Clf less than $450, accounted for lS 
per cent of total funds allocated. As shown in Table 30, the utiliztion of 
own resource is concentrated in relatively high-income countries, while risk 
capital has, to a large extent, been used to finance global loans in 
lower-income countries. 
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Table 28: Use of risk capital of EIB, as of October 1987 

Purpose of allocation Number of allocations 

Equity participations 
Conditional loans 
Subordinated loans 
Feasibility studies 

Total 

Source: EIB 

29 
168 

17 
21 

235 

As shown in Table 29, the geograp~ical distribution of EIB operations is 
widely spread throughout the ACPs. 

Table 29: Geographical distribution of EIB allocations, 1987 

Africa Caribbean Pacific 

West Central East 

No. of countries 5 12 9 9 5 

No. of allocations 117 133 140 141 64 

Amount allocated (mn ECUs) 128 105 81 68 17 

·----------

Source: EIB. 
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Table 30: EIB resource/risk capital distribution, 1987 
( percentage ) 

Income groups US$ per capita Own resources Risk capital 

Under $450 17 .0 40.0 

$451 to 900 37.0 30.0 

Over $900 46.0 30.0 

Source: European Investment Bank (EIB). 

There is real concern that the EIB has as its main focus investment needs 
of Europe, and that industrial development requirements ACP/SSA are 
peripheral. For the period 1981-1985 EIB connitments under Lome II amounted 
to only 3 per cent of their total financing. In 1986/87, under Lome III, ACP 
,;:1-iare of EIB finance was 3.6 per cent. The CDI • with its small budget of 
ECU 40 million is also severely handicapped by limited availability of 
investible resources 

The inadequacy of investible resources for ACP/SSA industrial development 
under Lome should be seen in the context of stagnation in the overall flow of 
external r:esources to SSA. Sub-Sahan.n Africa relies heavily on external 
resource flows. In 1983-1984, net external financial resources from all 
sources, concessional and non-concessional, accounted for 7 per cent of 
Sub-Saharan African countries' GNP, more than twice the average for all 
developing countries of 3 per cent, and 2 per ce!lt for Asia. For low-income 
Sub-Saharan African countries the share was ll per cent. The bulk of African 
external resource flows cons is ts of Official Develcpment .'\ss istance (ODA); 
about 70 per cent in 1983-1984. Outing the 1970s and up to the early 1980s, 
er.ternal resource flows to Sub-Saharan Africa increased substantially, 
reflecting both higher priority accorded to Sub-Saharan Africa by official 
development agencies and a willingness of export credit agencies, banks and 
multilateral development lending institutions to increase their exposure in 
Sub-Saharan Africa. However, there' has been a sharp decline in the net flow 
or non-concessional resources, and' als.:> a falt in total external resource 
receipts. In addition, there has been a sharp decline in the net use of IMF 
resources. 

There are no fully consistent statistical series of non-concessional 
resource flows to Sub-Saharan Africa covering th'e period 1983-1984. The main 
reasons are the absence of consisteht statistic~ of bank lending until 1983, 
large unallocated amounts in severa! creditor scurces and inadequate record­
keeping by debtors. Beginning in '1983, howeve'r, considerable 'progress has 
been achieved with the introduction of the BIS-OECD survey of expo'rt credit 
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and bank lending claims which strengthens the quality of the data on the 
corresponding flows. The stagnating flow of credit and negative direct 
investment1/ in recent years for all SSA must have especially hit industrial 
development. 

In many of the countries where SAPs have been implemented. the 
liberalization of the markets (change in exchange rates. removal of tariffs 
and quotas. etc.) has dars~ically altered the former "profitability" of 
industries. The need to compete against world market prices, rather than 
artificial domestic prices has meant that the real comparative advantages, or 
more appropriately comparative disadvantage of industries has been revealed. 
It is suggested that investible resources do exist for bankable projects, but 
few such projects have been forthcoming. Hence, the paradox of 
underutilization of EIB funds for industry. The t.igh risk nature of 
jnvestment in ACP has ment that EIB "Risk Capital", and "Own Resources" have 
been inaccessible. This shortfall in investible resources has been 
exacerbated by inadequate access to equity capital. 

A significant improvement in the investment climate should occur , given 
that economies move on to a sounder economic footing, but this could take 
time, and for some economies may never happen, without some intervention. An 
option is to liberalize the terms and conditions for risk capital. A further 
option is to take measures to boost availability of equity capital. In 1984, 
no less than 23 of the ACP/SSA countries experienced zero or negative direct 
investment. 

At the end of 1987, Sub-Saharan African short-, medium- and long-term 
debt (excluding outstanding IMF credit of $7 billion) stood at 
$120 billion.-!/ whi~e arrears were estimated at $11 bill'ion. The stagnation 
of external resource flows to industry has paradoxically meant that the direct 
contribution of the sector to the ACP/SSA debt service problem does not appear 
to be significant. A recent study suggests that for only four countries does 
the "manufacturing debt" share exceed 20 per cent and in' no instance does it 
go beyond 50 per cent. 2 / While classificatory atijustmcnts might conceivably 
put the shares a little higher, the data certainly lend n~ support to the view 
that for Sub-Saharan Africa as a whole, industry has bee'n a primary cause of 
the debt expansion: the sector has not been a heavi~r borrower than the 
others. , In percentage terms, manufacturing industry r~nks tliird among six 
sectors ~xplicitly identified, with about one seventh of ,total t.!ebt. In only 
two coun,tries, Benin and Nigeria, does manufacturing indu,stry rank first among 
all sect9rs as a source of debt liability. 

!/ In , 1984 no less than 23 per cent of the ACP /SSA ~ountries experienced 
zero or negative direct investment. 

'!:_/ IMF, Sur~, June 1988. 

1f UNIDO, "Industry and External Debt in Af,rica: , A Preliminary Analysis", 
Ind~_s try_and Q~ve l<:>.21_!1_e!1~, No. 17. 1986. 



Ta~le 31: Summary of EIB operations with DFCs in ACP co~~tr!~s: 
Lome I, II, and III, as of 1987 

Tyoe of resource Own resources Risk <:api tal Total Risk Total ,\ll 

T\~ of intervention Global Loans Global Loans F.Quit~ ParticiE!!tion <:apital Resources 

Direct Indirect 

A:1ount (ECl' mil lion): 277 122 6 26 154 431 

~o of operations : 41 50 14 18 82 123 

~o of countries~/ : 19 (+4 reg) 32 (+3 reg) 9 (+1 reg) 12 (+l reg) 32 (+4 reg) .:.0 1.+S re;:1 

~o. of dfc's ~/ : 26 36 10 12 42 50 
o·· 

~. of tC>tal amo1,;nt 21 Per cent 25 Per cent 22 Per c<!nl 
: - - - r.:. 

', of total operations : 27 Per cent - - - 31 Per cent 29 Per cent 

~o. of allocations , 360 235 - - 235 595 

:\."'.10u~t allocated 

(ECt: :nillion) , 168 67 - - 67 235 

~I Because of r.lllltiple operations eithe: in one country or with one dfc, columns and rows cannot be directly 8&$:regated 
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Table 32: Manuf~cturing_~e·:t~~share ~f total debt, 1983 
($million) 

Count 

Total debt ~ Manufacturir.g 
debt QI 

as a 
percentage 

Benin 677.1 4~0.4 so 
Botswar:a 383.6 

Eur kin;: Faso 653. 7 22.2 3 

Burundi 527.4 67.1 17 

Cameroon 2,591.9 525.4 20 

Cape VerdE 112.1 .7 1 

Uganda 1,022.S 159.8 2 

Unit~ REpublic of 
3,234.5 Tanzania 465.1 14 

Zaire 4,704.7 283.2 6 

Zambia 3,210.4 321.0 10 

Zimbab.Je 2,166.6 74.6 3 

TOI AL 74 ,471.2 

Source: UNI DO, "Industry and External l)ebt i.n Africa: A Preliminary 
Analysis", In~~!!}'__and~velopment, No.17, 198b. 

~I Total debts are debts outstanding, including undisbursed commitments as 
at the end of 1983. 

b/ The actual debt to be attributed to the manufacturing sector will be 
higher than reflected in the Table because debts which have be~n 

reschedultd and debts for which repayment terms are unknown are not 
included, and also because debts for which the purpose is unclear or for 
which the country has not reported a purpose are put into the "not 
applicable" category. The World Bank print-out includes the following 
"sectors": agriculture, forestry, fishing; m1n10g, quarrying; 
manufacturing; electricity, gas/water production; construction; trade, 
restaurants, lodging; transport, storage, convnunicc:.t ions; finance, 
insurance, real estate, business service, community, social, personal 
services; contribution to finance current imports; contribution 'not 
directly for imports; other contributions; debt reorgenizat~on; 
nationalization; military; pension payment; other contributions, not 
Development Assistance Committee flows; and "not applicables". 
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However. it could be argued that the failure of industrial co-operation. 
and inadequate domestic industrial production. has led to increased import 
dependence. worsening balance of payments and increased debt. Industry also 
has to bear a share of the debt of the economy as a •hole. The weight of the 
debt itself is then a major reason why essential input imports cannot be 
obtained. and production is restricted. 

ACP/SSA debtors could be classified under two groups: those who expect 
to gain f.-om the generosity of tne EC; and those who are seeking continued 
credit flows as a result of concerted efforts to revive their economies 
through structural adjustment. Adequate debt management and structural 
adjustment could be ACP/SSA's only solution to the vicious debt cycle. 
Debt-distressed countries seeking solutions to the debt crisis need to 
demonstrate greater politiczl will to initiate structural changes by removing 
constraints impeding those changes. 

3.1.3 Demand constraints: Lessons from "sources of growth" 

Evidence is emerging from case studies that the principal source of 
manufacturing growth for some ACP/SSA countries over the period covered by the 
Lome Conventions has been the growth of domestic demand. An analysis of 
sources of growth in manufacturing output for Zimbiibwe shows that domestic 
demand accounted for 61 per cent from 1964/65 to 1980/79. with import 
substitution at 30 per cent and export growth 9 per cent. The relative 
contribution of exports and import substitution to manufacturing output growth 
declined significantly to be replaced by domestic demand between 1978/79 and 
1982/83 (see Table 33). 

Similarly. an analysis of "sources" of manufacturing growth in Kenya 
through thP. period 1964-1984 found the dominance of the growt!l of domestic 
demand in 'explaining' the growth of manufacturing output. More than 
two-thirds of output growth was due to domestic demand. and more than 
one-third of total output growth came as a result of increased domestic demand 
for food. beverages and tobacco products. Import substitution provided just 
over one-quarter of the sources of domestic output growth, with the two most 
important contributing sectors being chemicals. rubber and petrolewn. and 
again, food, beverages and tobacco. Finally, export growth of manufacturing 
contributed only 5 per cent to total growth of manufacturing output between 
1964 and 1984. The rising importance of food, beverages and tobacco as a 
source of output growth is evident through the whole period. The effects on 
the petrolewn sector following the oil shocks are shown by the increases in 
the share of the chemicals. rubber and petrolewn refining sector in the 
1980-1984 period. 

Import substitution constituted a negative contribution to grdwth in the 
late 1970s, reflecting a relatively rapid rise in aggregate imp~rts. The 
share of output growth due to import substitution was highest in' the early 
1980s, and reflects in large part the stringency of import licensing and th~ 

generally depress~d macro-economic conditions in the early 1980s. 

From the viewpoint of the Lome objective of trade promotion, the 
principal disappointing feature is the poor export performance throughout the 
whole period, particularly if one excludes petrolewn exports. However, f ram 
the mid-1970s onwards an increasing amount of Kenya' exports to neighbouring 
countries were transacted under illegal means. F c all sectors~ excluding 
chemicals, rubber and petroleum export growth never exceeded 5 per cent of 
manufacturing growth. 
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Table 33: "Sources of growth" in manufacturing output by branch in 

Zimbabwe, 1964/65-1978/79 and 1978/79-1982/83 
( percentage) 

1964/65 to 1978/79 1978/79 to 1982/83 

Percentage of total growth du~ to 

Dome&tic Export laport Domestic Export Import 

Sub-&ector& demand growth &ub. demand growth &ub. 

Foodstuffs 75.27 2.52 17.98 104.4e -3.9E -0.51 

BeveraEes and 
Tobacco 93.46 0.21 6.32 100.55 -1.40 c.~5 

TB tiles 29.59 1~.33 56.08 e9.20 11. 9.!i -1.13 

Clothing and 
Footwear 68.22 2.20 29.58 108.45 -.'.i.09 -4.36 

Wood and Furniture 65.20 7.52 27.28 96.55 2.54 0.91 

Paper and Paper 
Products 65.09 -1.62 36.53 103.76 1.83 -).55 

Che:..ical and Phar:na-
ceutical Prods. 77 .81 O.OG 22.19 "'>.82 0.6E 6 • .:.9 

l\on-:-1e ta l lic 
Mine:-als 8E.21 -1.55 13.34 8Li .96 5. 95 6.49 

Metals and Metal 
Products 50.36 12.93 36.71 113.78 11.64 -25.43 

T~ansport £.quip. 111.96 -7.59 -4.37 141.83 -0.38 -41.45 
~1s~ellaneous Manu-

factured Prods 18.35 13.80 67.85 81.90 3.29 14.81 

TOTAL~ 60.99 9.08 29.93 103.60 2.30 -5.90 

Source: R. Ridell, Industriali,zation in S~A - Countr.Y_Case Study - Zimbabwe, 
Overseas Development Institute, London, 1988. 

' 

' 
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Sectoral analysis shows that because of the dominance of food, beverage 
and tobacco sector in total manufacturing output, the very low rate of import 
substitution in that sector (15 per cent of total growth) is the major factor 
bringing down the overall contribution of import substitution to manufacturing 
growth in Kenya. The textiles, clothing and leather sectors show the highest 
share of import substitution as a source of growth (almost 65 per cent over 
the entire 20 years); followed by miscellaneous manufactures (62 per cent); 
machinery (52 per cent), metal products (1·4 per cent), paper, printing and 
publishing (33 per cent), and chemicals, rubber and petroleum (30 per cent). 

On the other hand, disaggregation by sector does not improve the picture 
for exports. The principal contributors to exports as a source of 
manufacturing growth are refined petroleum products (where there is little 
paralell trade) and the building materials sector, which is basically cement 
production, and which enjoyed a major cost advantage in providing the Middle 
East and the Indian Ocean basin with bulk cement from Mombasa. Other than 
these two sectors, only the small miscellaneous manufacturing sector had more 
than 4 per cent of its output growth accounted for by exports over the full 
20-year period. That this dismal export record is the experience of one of 
the better industrial performers is cause for concern for other ACP/SSA 
countries. The reliance on domestic demand for growth of manufacturing has 
arisen from the excessively restrictive trade regimes - itself a constraint. 
However, whatever the causes of this dependence on domestic demand, the 
collapse of purchasing power hac; dealt a severe blow to the manufacturing 
sector. 

A fundamental constraint to industrial development is the restricte · size 
of the ACP/SSA markets. Only eight countries reach the critical mass of 
10 million above citizens, establishing a market whose purchasing power 
remains even then, limited. Fifteen of the ACP/SSA States have a population 
of approximately l million or less. 

This fundamental constraint is exacerbated by a number of other factors: 

(i) the dimension (size of population and purchasing power) is not 
necessarily what it seems, given the unreliability of statistics; 

(ii) the very slow and uneven growth of the agricultural sector and the 
decline in agricultural GDP ptr capita is an indicator of the 
worsening pattern of income distributions and of fal 1 ing domestic 
demand and of real incomes in SSA; 

(iii) lax border cont rel reduces the impact of any protective measures, 
which can only exert their effect against official imports; 

(iv) market fragility lays open the possibility of a substantial fall in 
consumer demand in the event of an economic downturn; 

(v) insubstantial regional markets, often more theoretical than real, do 
little to encourage the expansion of national markets (non-tariff 
barriers, hidden protection, difficulty and cost of transport, 
mon( uy problems, etc~); 

(vi) the economic and poli'tical power of importers, who enjoy higher 
margins than the normal industrial margins, acts as a disincentive 
to the establishment of business activity; 

(vii) market dispersion in i'arge but sparcely populaLed countr'ies reduces 
correspondingly the size of the available outlets. 
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The improved producer prices paid to farmers have meant a growing 
purchasi~g power for the rural citizens - the majority of the population - and 
have had a stimulating effect on demand for consumer goods bought by them as 
well as for agricultural implements and some intermediate goods needed in the 
country side. These factors have particularly benefited small-scale 
industr~.es located in rural areas whose production is based on domestic inputs 
and geared to rural markets. However, deteriorating terms of trade for 
primary products have hit purchasing power of some rural populations hard. 

3.1.4 Exchange rates and protective trade regimes: creating 
an inward-looking bias 

A spate of devaluations in 1985 and 1986 halted the tendency of African 
currencies to serious over-valuation and marked a ret·irn to more realistic 
parities. Real effective exchange rates for Sub-Saharan Africa as a whole, 
which appreciated by 46 per cent between 1978 and 1984, fell by 7 per cent in 
1985 and almost 20 per cent in 1986. The currency readjustment process got 
under way in 1982-1983 in a handful of the poorest countries, spreading after 
1985 to the middle-income coillltries. 

The existing structure of industry in many ACP/SSA countries is heavily 
influenced by the heritage of highly protected trade regimes. For example a 
recent study of Kenya's industrialization, in finding the principal source of 
man~facturing growth over the twenty years was the growth of domestic demand, 
concluded that a substantial portion of the growth in manufacturing was the 
result of increasing levels of protection both from tariffs and quantitative 
restrictions.~/ Average scheduled tariff rates doubled between 1974 and 
1984, and the lower duties on intermediate goods combined with the easier 
access to import licensing for intermediates encouraged import-intensive 
manufacturing industries. Trade policies and the nature of manufacturing 
growth were major factors in explaining the macro-economic crisis of the early 
1980s. 

However, the reality that exchange rate realignment coupled with tra.de 
liberalization does not provide a quick release from the constraints is 
clearly illustrated by the recent experience of Zambia. In close co-operation 
with the IMF and with substantial technical help from the World Bank, price 
controls and quantit .. tive restrictions on imports were abolished, subsidies 
removed from all but one staple product, interest rates raised to yield 
positive real returns on savings, public sector employment compressed and, 
after several devaluations, the national currency (kwacha) left to float 
against the US dollar with its rate .set through weekly auctions. The very 
sharp devaluation of the kwacha produced by the float had given rise to a 
two-week suspension of auctions early in 1987 which was hesitamtly agreed to 
by the IMF. It signalled the difficult nature of the prescribed policies for 
a debt burdened economy with a declining import capacity. The government's 
announcement in May 1987 reinstated former controls and admini'stered foreign 
exchange allocations. The Fund's Lusaka off ice was closed overnight and the 
Bank's technical staff drastically curtailed. The belief 'that Zambia's 
difficulties would ease from an expected upturn in the price' of its major 
export - copper - thus allowing the continuation of the liberalization with no 
sacrifice of welfare, proved unfounded. The copper terms 'of trade are 
presented in Table 34. 

J. Sharply and S.R. Lewis, Keny_!.:_~ndus~rializ~,, Institute of 
D~velopment Studies and Overseas Development Institute,, 198~. 
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The Zambia case is a stark illustration of the acute hardships faced by a 
developing single-coD¥DOdity economy adjusting to a hostile eternal 
environment. Well over 90 per cent of Zambia's fo~eign exchange earnings have 
come from sales of copper and some lead and zinc. Production bottlenecks in 
Zambia, weak world prices and demand for non-ferrous metals - largely the 
result of the irreversible substitution of man-made products - the absence of 
foreign ivestment, diminishing aid flows in real terms, expensive conmercial 
loans, combine to aggravate the country's external sector constraint. 

Table 34: Zambia's ccpper prices and derived ratios, 1965-1987 

Constant 1982 Copper terms 
Current price Price of trade 

Year /Period US/MT cents/lb. Cents/lb. (1970-1974 : 100)~/ 

·----

1965-1969 !!_/ 1,333 60 195 127 
1974 2,059 93 155 101 
1970-1971. !!_/ 1,482 67 154 100 
1975-1979 !!_/ 1,459 66 83 54 
1980-1984 !!_/ 1,675 76 74 51 
1985 1,417 64 61 43 
1986 1,373 62 51 40 
1987.!:/ 1,546 69 60 44 

Source: I. Karmiloff, Industrialization in SSA-Zambia, Londond, 1988. 

~I Current price index deflated by the CIF value index of industrial 
countries' exports to developing countries. 

QI Average for the period. 
£/ Second quarter. 

Action on the exchange rate and trade liberalization may be a necessary 
condition for industrial development, clearly it is not a sufficient 
condition. Hasty policy measures may do more harm than good to industrial 
development. Nevertheless, it needs to be recognized that some p~rts of 
Africa still suffer from serious currency overvaluation - the relatively high 
value of the CFA franc is perhaps the single most important caEe in point. 
Devaluation in itself while drastically reducing the income of domestic 
producers - who represent the overwhelming majority of the population - does 
not in itself assure increased foreign exchange earnings however. 

The ACP/SSA State's situated within the franc currency area, are 
relatively well placed as regards foreign exchange, but others are afflicted 
by a structural trade 'deficit and, cons'equently, are burdened by foreign 
exchange problems. This' situation has two'main consequences: 

' ' 

(i) import restrictions which paralyse local undertakings by depriving 
them of necessary production in'puts or equipment and spare parts, 
leading tc capacity under-utilization; 

(ii) a bias towarc!s export-oriented 'projects (which tend ~o be tew in 
number) that are not geared to' the local market t thu~ considerably 
restricting the scope for co-operation. 

' ' 
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3.1.S High factor cost: resulting from inherent characteristics 

Contrary to what is often imagined, production costs are not necessarily 
lower in the ACP/SS~ States, given: 

(i) the shortage of skilled manpower in production (middle rank 
supervisors, foremen and skilled workers) and in management 
(accounts). a fact not unconnected with the cultural and social 
environment; 

(ii) the low labour productivity in relation to wages which, whilst 
apparently modest. are in fact kept up by the fixing of minimum 
thresholds; 

(iii) the vols.JJDe of "extra-contractual costs" resulting from other 
constraints (delays, procedures, requirements, etc.) which are 
reflected in non-recoverable costs; and 

(iv) the higher cost or low quality of the local inputs which firms are 
sometimes obliged to buy in place of imported inputs. 

3.1.6 Poor public enterprise perfo~mance: resultant budgetary strains 
lead to high cost of -~_Edal o~ect_i~es17 

It ic; argued that in many ACP/SSA countries there has been a bias in 
favour of state ownership, especially of large, capital-intensive projects 
which may have been unviable or, even when viable, were burdened with 
political interference, poor staffing, price controls, "social" objectives, 
etc, and were baiied out by massive subsidies when they made losses. Together 
with this went policies unfavourable to foreign direct investment, local 
private investment, and small-scale industry. The cost increases in many of 
the public enterprises have led to a rise in their operating losses, while 
the squeeze on state budgets has made it impossible for many governments to 
continue their subsidies, or to extend greater credtt to parastatal companies 
to enable them to maintain output while restructuring their operations. As a 
consequence, a number of public enterprises have had to close; others in 
better financial shape or operating in more attractive markets have been sold 
off to the private (often foreign) sector. This has augmented unemployment 
since many of these in principal capital-intensive enterprises are judged by 
their new owners following employment generation policies (often including 
elements of manpower localization) under government guidance. The resources 
available to the public sector from mining and agriculture, the traditional 
sources for investment have been drastically reduced. Even in the best of 
years, the low level of development in any sector of the economy forced the 
Afr'ican States, as the major entrepreneurs, to rely on foreign financial and 
mat'erial resources. The State has been crucial in decisions regarding the 
rol'e of foreign investment in domestic manufacturing with the State acting as 
buyer not only for certain basic industrial commodities but also for many 
intermediates. 

l/ ' 
- ' 

UNIDO, The __ Ch_ang i_[lg R~ !.e. 5>!'_ t_h~. J!,i~U_c _ __I!l.~l1s ~!'.. i_~ !_~~<:tor _i_f! De~ lo_pm~I)-~, 
IS.386, 3 June 1983 (see especially Chapter IV for an i, -depth assessment 
of the role and performance of' public sector enterpr .ses in selected 
African countries). ' ' 
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3.1.7 Inadequate industrial capabilities: lack of entrepreneurial 
efficiency and infrastructural facilities 

The installation. operation and expansion of industrial facilities 
require specia~ized skills and capabilities. These skills and capabilities 
vary widely by country arid include: entrepreneurial response and 
capabilities. investment capabilities. and operation capabilities. the 
efficiency with which similor facilities are operated under similar market 
conditions and external constraints in terms of productivity, quality, raw 
material, usage, intensity of operation. etc. Various managerial and 
organizational skills also differ, for example in management, marketing, 
financial mobilization, recruiting workers, etc. 

Classifying industrial capabilities into three categories of 
entrepreneurship, management and technology, the ACP/SSA countries suffer from 
limitation in each. The surveys undertaken by the EC into i3dustrial 
co-operation with ACP concluded:l/ 

(i) Absence of competent promoters 

Co-investment, the most common form of industrial co-operation, by 
definition assumes the presence of at least two parties, one from the North 
and the other from the host country. Unfortunately, industrial partners are 
rare in the ACP countries and many ideas for projects come to nothing owing to 
the absence of reasonably competent promoters with a real interest in 
industrial development. 

(ii) 'Absence of industrial fabric 
' -

The whole range of upstream and downstream business enterprises and the 
availability of various facilities, to which businessmen have ready access in 
the developed countries, the industrial "fabric", is lacking. Such an 
industrial fabric is constrained by basic infrastructure difficulties, high 
ccst and: unreliability of conununications (transport, post and telecommuni­
cations);' maintenance and , repair services; absence of suhcontractors; 
inadequat~ industrial suppli,es of all sorts; lack of information, etc. This 
structural deficiency, inherent in less develc..ped countries, is felt all the 
more sev~rely since import , restrictions shut off other solutions, and even 
these wou~d inevitably be expensive. 

' ------ - ---·-----·---

' !/ Ph. ,Queyrone, The Cons;raints on Iqdustrial Co-operation between Firms in 
!he ~EC and ACP Countrie&, Conunissiqn of the European Colllll1unity, February 
1985,., 



- 71 -

3.1.8 Political constraints: greater political will urged over 
inconsistent policies 

The EC surveyl/ suggests that a major problem has been the radical 
swings in most ACP/SSA countries between excessive interventions by the State, 
and economic openness and reliance on the market. F~w are the countries which 
have unambiguously espoused one or the other option or which have not switched 
their attitude. 

The debate goes on within governments and in all public institutions and 
~~counts for contradictory and inconsistent legisla~ive measures or actions. 
The "protective" measures taken against foreign investment have generally been 
based on views held regarding large multinational companies (whose activities 
are often the subject of political debate) and do not take account of small 
and medium-sized undertakings; overall these are much larger in number, 
represent a totally different phenomenon, yet they find themselves the victims 
of inadequate measures from the outset. 

The low priority which most of the ACP/SSA States in reality give to 
industry reflect a precise awareLess of the real development priorities (basic 
infrastructure, agriculture, food security, education and health), explains 
the limited resources made available to industry and the fact that some 
institutions or administrative bodies therefore accord industry only 
relatively minor importance (e.g. the trade ri•istry often covers industry as 
well and the influence of tradP.rs and importer ;s well known). These factors 
account for a number of initiative-inhibiling measures or actions which 
European businesdmen regard as political, institutional, administrative or 
legal constraints, including: 

(i) Failure to honour commitments 

European firms r.riticize host countries for their inability to provide 
stable conditions within which to set up a business. A firm can get used to 
strict rules ~rov~derl that those rules are predictable and reliable and do not 
change in the course of the operation being undertaken. 

Apart from individual cases (business losses, c.losure of undertakings, 
failure of projects), the most serious long-tenil effect is the loss of 
confidence of investors. The investment climate, to which businessmen a~tach 
supreme importance, ii; adversely affected and the damage which is quickly done 
can be repaired only slowly. 

(ii) Restrictions on empl~yment of expatriate staff 

These restrictions take various forms: quantitative restrictions fi~<ed 
in absolute terms or as a percentage of the total number of employees per 
undertaking, restrictions concerning salary transfers (shortage of foreign 
exchange), complex procedures for obtaining exit visas or the treatment of 
heads of firms as mere <""mpany representatives. To this list must be added 
the lengthy delays resulting from the various cumbersome procedures. For many 
investors the problem is a majcr onp, which is not properly appreciated by tl.·~ 

host countries. 

!/ Source: Ph. Quey~one, Ibid. 
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(iii) Restrictions on foreign capital remuneration 

Even when foreign capital is welcom£d, the ACP/SSA States sometimes try 
to limit the repatriation of foreign exchange, either by fixins maximu... rates 
of remuneration, taxing transfers progressively, manipulating exchange rates 
or, in some cases, limiting maximum transfers to the amount of capital 
invested plus a dividend fixed ~y the government. In addition, transfers that 
are officially authorized are blocked in practice in certain countries through 
the lack o~ foreign exchange. 

(iv) Protectionist measures 

Measures to encourage local production by limiting imports may be 
justified temporarily in order to enable a new industry to establish itself 
but can often lead to the featherbedding of uncompetitive industries. 
Unjustified protectionism may penalize local industries by depriving them of 
foreign supplies of raw materials or equipment or else by obliging them to use 
local inputs that are unsuitable or of inadequate quality, with the result 
that their activities, sales and, consequently, results are placed in jeopardy. 

(v) Economic policies biased towards non-economic factors 

Restrictions of this type take different forms and have varying degrees 
of impact on the firms whose freedom of action they limit. They consist 
chiefly of geographical constraints imposed by the national development plan 
(firms required to set up business in areas of political priority but little 
economic interest or a ban on the establishment of businesses in particular 
areas, often the most attractive) or restriction affecting sectors (foreign 
concerns obliged to forego the most attractive opportunities). Foreign 
enterprises in all cases find themselves directed to places or sectors which 
th~y regard as not meeting their minimum criteria. The potential foreign 
in'!'estor will obviously draw the appropriate conclusions and not become 
in'!'olved. 

, (vi) Nationalization or expropriation 

An element of rlsk steDllling from nationaiizaticn and expropriation 
differs from country to country. These are not felt to be a serious risk by 
firms contemplating the setting up of business in the ACP States. The:-e was 
little recourse to such measures in the ACP States following independ~nce. 

Except in the case of mining and plantations, virtually no action was taken 
, against manufacturing industries (except by Zaire). 

Investors do attach great 
, non-co11111ercial risks. The 
, Conventions in this regard has 

importance to the conce~t of guarantees against 
unconvincing nature ~f thP. previous Lome 

impeded EEC-ACP industri,al c.:o-operati on. 

' 
3.1.9 Institutional,,administrat~~e cultural and legal constraints: 

fe.iling to cope with indu.stria!;~alities , 

' 

These constraints result from the po,litical con~ext, the debate between 
' th:e supporters a:ld opponents of a foreign ,economic pr~sence, the low priority 
' a~corded to industry and ,the inevitable imperfection~ of young institutions, 
' a~ministrations as well as manageria! and ,supervisory, staff that are in some 

cases still inexperienced or insufficient!~ awa~e of fndustrial realities. 
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Tvo cases should be mentioned with regard to institutional constraints: 

\i) the insufficient transparency of institutions within which 
the undertaking wishing to s£t up a co-operative venture has 
to find a suitable party or parties leading to slowness and 
dis~ourage'!lent. The establishemnt of a "single window" (a 
body to centralize all procedures) could help to resolve 
this problem; 

(ii) the unpredictabilit.1 of legal and tax measures is greatly 
disliked by businessmen who are willing to accept 
restrictions clearly defined in advance but object to copiP-g 
with a lack of continuity. In the sphere of industrial 
co-o~ration, administrative and legal constraints take the 
form of extra ~osts (non- contractual) and management 
problems. 

Social and cultural constraints are hard to come to grips with. They can 
be overcome only in the long term and offer little or no scope for 
negotiation. But they are one of the main problems which a business has to 
resolve, necessarily involving extra-contractual costs that are difficult to 
predict and bringing the ~isk of a large number of failures resulting from: 

confusion hetween industrial co-operation and 
assistance; 
short-term vision; 
misconception of industrial reality; 

technicai 

mistrust of intangible contribution by the foreign partner; and 
preference for prestige projects. 

3.1.10 Major constraints to ACP/SSA-EC industrial co-operation as 
identified in a surv~ of European firm~: a host of obstacles~/ 

Manpower sho!"tag~. There has to be enough qualified staff to s:udy the 
situation, proa:.ice dossiers and, above all, set up production. After this 
final stage, someone ha& to live on the spot, have his firm and ever. face a 
whole •ange of personal problerrs such as tax status, maintenance of Facial 
securit/ and conditions of family life. Without the right status and enough 
gPLJrantees, an increasing number ;Jf qualified managers are refusing to agree 
to expatriation - which often also means harder work than in Europe and doing 
such things as training local staff, too. 

Financing ..P!'oblems. Public financing institutions which the private 
sector says are short of means, slow and formal in their procedures, geared to 
big firms and full of red tape. The trading banks are said to have high 
lending rates, dislike non-111<'.~erial operations (the transfer of know-how, for 
exa~ple), and tend to rely on a public institution, ont of the consequences of 
which is that local development banks then intervene, apparently creating 
difficulties. There are also compbint,; about lines of credit. ThesP., it 
would appear, often help sectors other than industry and are used without 
consulting the> businessmen concerned. It is hard to find a source of 
financing for some components of an industrial investment, particularly 
preparetory studies and equipment. 

!f Extracts from P.A. Tilot', !!_a_!~J~!-~ ___ ;p _ _!_ndu_stria!._ Co-operatiQ!!_betwee~ 
European Firms __ and --~"."tners ______ i_n ___ the Developing Count~f es, ELropean 
Conwnunity, 1986. ' 
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Intellectual property rights were ill-defined and badly protected in 
industry - and this applied to the technology, the know-how and professional 
tEchniques. The worst affected are the SMEs. 

Training. European businessmen "1ho negotiate with the developing 
countries have noticed a remarkable change over the past 15 years in the 
kuow-how and ability of the people they are negotiating with. But there has 
been no equivalent improvement in the European staff sent overseas, and staff 
in European finr.s would like to be taught to shoulder responsibility in the 
Third World. They want advanced classes on the econo;nic environment in the 
developing countries, on recent experience of industrial co-operation, and on 
the particular conditions of industrial activity in the developing world. 
Local staff and technician& also need specific industrial training - which the 
European businessmen would prefer to see offered bcally, possibly on an 
in-service basis. 

Miscellaneous problems. For guarantees and insurances, the European 
businessmen want to see any commitments the European partr.er made in an 
industrial co-operation contract covered by a collective private investment 
guarantee system involving a broad definition of the "non-co11m1ercial risks" 
and aimed at a wide audience. Only 10-15 per cent of international 
investments are insured because the big firms often provide their own cover 
and because the pre~ent premiums are too high, as well as being at a flat rate 
(instead of scaled according to risk and host country). 

3.1.11 Identification of s~b-sectoral constraints in the survey of 
ACP/SSA firms 

Analy~is of ~he sub-sector constraints revfals even more dramatically toe 
severe problems facing ACP/SSA industrial development. The following is based 
on the study of 343 enterprises ir. SSA:i/ 

The ctairy ik1dustry. The small dairies of Kenya, Rwanda and Zimbabwe, 
which are working properly, account for almost hAlf the sample; but, in fact, 
throughout the rest of Africa, the sector i£ hampered by poor milk supplies. 

The problem is a substa'1tial one, as the local breeds produce mediocre 
milk and the dairy breeds do not adapt on a lasting basis. So most of the 
plants use reconstituted milk. This is cons~dered to be only a temporary 
solution but it has proved risky ar.d unprofitahle. All the products (powder, 
butter oil, sugar) are imported and they arc fragile and therefore pose 
delicate problems of storage anci transport to t-he place of production. In 
addition to this, milk reconstitution is ~ighly energy-intensive. 

A further problem in this sector is the narrowness of the market. The 
consume:: centres are spread over .i wide ar-ea and convnunications are poot" or 
non-existent. Rwanda, for example, has go,1d prod•i.::~ion, but cannot develop it 
because it 'is unable to export to the neighbouring countries. Thirdly, the 
dairies are sophisticated factories using precision technoloisy. On~ of the 
problems is' the poor quality of the finished products, which "1inders marketing. 

-·--------
' 

!/ J.A. Tilot, Ibid. 
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However, alt.1ough involve!llent by large Western firms (N~stle, in 
particular, and France U>it} can attenuate this problem, it cannot ·~uarantee 

the proper func~ioning of plants by itself. The difficulties encot·ntered in 
this sector arise more from demands that are usually more political than 
economic in origin than from any lack of competence. Many countries have in 
fact demanded to have cs dairy industry established locally to ensure lccal 
productions at all costs, often with support from international health 
organizatitJns. The western industrialists have responded in order to "get 
their foot in the door" of a possible base for the regional cistribution of 
other products (as Nestle has done in Dakar). 

The timber industry. In spite of what s..:ems to be relatively 
satisfactory perfor102r.ce (12 out of 33 processing units working to capacity), 
is in fact doing badly. Wood processing (sawing, veneering and peeling) only 
occurs, essentially, in five countries of Africa - Cameroon, Gongo, Gabon and 
Cote d'Ivoire - all of which are in the sample - and Libe~ia, which is not. 

The fact that Africa, which exports three fourths of its output as 
round-wood, is even partly under-utilizing what are extremely inadequate 
proce3sing capacities compared to existing potential reflects a profound 
malaise. The international market is certainly ~ot large, in particular as 
there are no n:al regional markets and some investments are only amortizable 
on a large-scale. The laminate plants in Cote d'Ivoire are too large for the 
present market arid have to close periodically as they have no crders. 
However, there is a good export market, in Europe mainly - 75 per cent of 
Europe's imported s~wn wood comes from Asia, as against only i5 per cent from 
Africa (but for roundwood the figures are 96 per cent for Africa and 3 per 
cent for Asia). Although the (20 per cent approximate~y) price uifference 
between the countries of Asia and Africa was justification for this in the 
1970s, the gap is closing (5 per cent approximately). 

The beverages industry. The beverage industry may be the only really 
thriving industry (brewing and lemonade making). However, the survey reveals 
that the situation is sound in only slightly more than half the units - and 
the sample includes the units of three countries (Mozambique, Nigeria, where 
new projects are being run, and Zimbabwe) which ha"·e systematic import 
restructions in all sectors. 

Breweries seem to have relative advantages - reliable loc~l markets, 
considerable involvement (if not control) by big western brewers (BGI and the 
Artois groud, in particular) and, above all, substantial government help, 
especially with import licences. Breweries are a major source of indirect tax 
earnings and so the States are particularly interested in seeing that they 
work properly. 

Th~ cement indus~~I· This industry is often considered to b~ one of the 
keys to development and economic independence and it has attracted major 
internationally f ina1.ced investments. Overall, the situation is a serious 
one, as ten units have stopped and nearly 30 are under-producing on a 
permanent or sporadic basis. 

On the continent, as in most of the indivirlual countr<;.es, the production 
capacity is far too large for present requiremPnti;. The, two main causes of 
difficulty in this sector stem from: 
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bad location, which creates problems bringing in the raw 
materials and taking the products out (as in Madagascar 
and Mozambique) or inadequate energy supplies (as in 
Madagascar, Mozambique and Togo); and 

competition from imported products, which are often 
cheaper and sometimes better than those produced locally. 

The paper and pulp industry. Pulp and paper is producad by only eight 
countries of Africa and paper by 12 countries. The capacity of each country 
suggests that, in most cases, paper and pulp production is satisfactory. 
Paper production, however, has bigger problems to contend with, as capacity in 
the majority of producer countries is being used to less than two-t.hirds and 
sometimes le!'s thar. 50 per cent of potential (Angola, Madagascar, Mozambique 
and Zaire). Only two countries (Nigeria and Sudan) are producing to capacity. 

These overall figures mask a situation that is not reflected in the 
official statistics - units that have t:een started and even completed but 
never been put into operation. The financial burden of schemes of this kind 
is considerable- The cellulose-paper sector alone has at least four 
integrated projects of this sort (in Angola, Gabon and Nigeria). 

The market, as in the cement sector, is not the sole culprit. Although 
the market is very narrow (per capita consumption varies between 0.1 and 4 kg. 
per annum), it represents a vol'.·me of national consumption that is alw:i.ys in 
excess of the volume of production (except in the casL of Kenya, which 
exports). Assuming constant consumption, some countries - Angola, Cameroon, 
Madagascar, and Zimbabwe for example - ought to be able to stop their imports 
entirely, and even export, and others could cut imports drastically. 

Over and above the problems of poor project specifications, poor 
financial arrangements, a defective environment (water and energy) and 
insecurity, the weeicness in this sector is maintenance. Paper mills demand 
considerable technical skill and they extensiv~ly ~se spare parts. The plants 
that work well are those that have plenty of logistical back-up from 
international companies (La Rechette, Cenpa and Parsons and Whittemore, for 
example). 

The textile industry. In several cases, rehabilitation of installations 
are under way. However, there are cases operating with market uncertainty. 
For example, Togotex (Togo), although completed, has never gone into operation 
as it has no orders. 

The problems of almost all the units in this sector are largely due to 
their exposure to both domestic and external market vulnerabilities. The 
closure of ne ight:ouring frontiers coupled with the cyclical downturn of the 
global demand also added to the sluggish environment. The decline in African 
textile production, which began in the Cote d'Ivoire three years ago is now 
reaching other countries - Benin and Cameroon, for example. 

The textile sector is also very sensitive to the import restrictions 
associated with the foreign exchange shortage. In Nigeria, to take but one 
example, one-third of the factories have had to close down and others are 
running at less than 40 per cent capacity' n0w that import licences are 
restricted (only 30 per cent of ne~ds are now authorized). The sector, 
including the making-up of garments, now provides only 80,000 jobs, as against 
200,000 in 1978. 
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The sugar industry. Sugar refining -ind processing industries are aimed 
.-:-.t capitalizing on agi·icultural production locally. In cases of under­
production. it is often difficult to decide what is due to the agricultural 
sector and what to the processing industries proper, unless cf course, the 
problem is one of co-ordination between production on the farm and processing 
in the factory. 

In this sector, the installed capacity is more or less systematically 
oversized, which Somidaa, one of the main western companies involved in 
Africa, justifies hr pointing to the long-term savings accruing from building 
units today to meet demands 10 years hence. Due to the crisis in the Cote 
d'Ivoire's sugar plants, two have been closed down and are due to be converted 
and three of the other four, opened in 1978, are functioning well below 
capacity, although normal operation was scheduled for 1980-1981. 
Rehabilit.ation studies are currently being undertaken for the whole industry. 

The oils and fats industry. Only one out of SO units is operating 
properly and 16 units have stopped altogether. The problem of agricultural 
supplies is of prime importance here. Many consecutive years of drought have 
set the groundnut and palm oil plantations back, so rehabilitation of the 
sector will inevitably involve rehabilitating the plantations as well. 

3. 2 Cons.!_!:<!_ints to industrial co-operation: The experie11~e _of __ ~h~ Cadbbean 
and Pacific States 

Many of the Caribbean and Paci'..'ic States, like their fSA partners, have 
been subject to exogenous shocks stemming f com factors that are beyond their 
control. Hurricanes and cyclcnes have been a particularly severe problem, and 
some of the economies have suffered drastic damage. Deter.:.orating terms of 
trade and oil price fluctuations have aiso impeded industrial co-ot>eration. 
Superimposed on these obstacles to industrial co-operatj'ln under Lome ha•re 
been problems of a broader and longer-term structural nature, ir. many cases 
simil-ir to those encounL~~ed by SSA, though in a less pronounced degree. 

Unfortunately. tt.ere are no in-depth research studies of constraints to 
directly productivce investment in tae C:lribbean 'Jr Pacific. A few research 
studies undertaken as part of Lome III, Article 241 encompass issues directly 
related to the Caribbean and Pacific States. Most of the research findings 
listed in Chapter 3.1 also seem relevant to the process of industrial 
co-operation between the Caribbean/Pacific States and EC. It may, however, be 
u~eful to m.~ke a few supplemenLa~y points with additional and more up-to-date 
information on the constraint,; impeding industrial co-operation between the 
ACP Caribbean and Pacific States and EC. 

The vast bulk of national programmed aid from the EC goes to Africa; the 
Caribbean add Pacific Islands accounted for less than 7 per cent of the total 
Lome II aid. Under both Lome I and Lome II, East and Wec;t Africa were 
allocated over 70 per cent of total national indicative programmes. The share 
of Southern'Africa rose under Lome II, due mainly to Zimbabwe acceding to the 
Convention. ' 
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The regional patterns of progranwned aid allocations and approv~ls in the 
first five years of each Convention are shown in Table 35. Under Lome I, all 
African regions showed approval rates of about 80 per c~nt or more. All the 
countries in Southern Africa, except Lesotho had approval r.ates over 90 per 
cent giving this region the highest rate of approvals. Central Africa, except 
for Cameroon, also perfonned well. !n West Africa, only Benir. was 
significantly below the group's average. While, in general, approval rates 
were high in East African countries, Ethiopia, Somalia and Uganda had the 
lowest rates of approval. In the Caribbean and Pacific Islands, very low 
approval rates were experienced in Surinam, Trinidad and Tobago, Kiribati and 
Papua New Guinea. 

In line with the drop in the overall rate of approval of programmed aid 
in the first five years of Lome II, significant changes occured in the 
comparative performance of the six geographical groups, with substantial 
improvement in approval rates in Ethiopia, Uganda and Mauritius in East 
Africa. However, the position of some other large aid recipients in East 
Africa deteriorated significantly (mainly Kenya and Sudan). Most covntries in 
Southern Africa, except Lesotho, registered declines 1n a~proval rates, 
particularly Zambia. 

In other African regions, low approval rates were recorded under Lome l l 
among large aid recipients - for example, Sierra Leone, Zaire and Senebal. In 
the Caribbean, very low rates were recorded in Snrinam and, to '- lesser 
extent, in Trinidad and Tobago. In the Pacific, low levels of aid approvals 
were registered for the Solomon Islands and for Papua New Guinea. Under Lome 
III, rev1s1ons in the planning procedures have att~mpted to improve the 
approval rates. Unfortunately, no data was available showing allocation by 
region or by sector. 

Regional 

Table 3r-: Regional characteristics of natio~al pro~rammed aid 
allocations and approvals,~71976-1980 and 1981-1985 

Per cent 
Lome I of aid Lome II 

Total allocation approved Total allocation 

---
Per cent 

of a~d 
approved 

groups ECU mi 11 ion Per cent 1976-1980 ECU million 2er cent 1976-1980 

-----

l :.Js l Afr i<.:.a 734 38.0 81. 7 897 35.7 82.2 
West Africa: 687 35 • .:; 87.9 912 36.2 77.9 
-Coastal 317 6.4 88.5 447 17.8 70.5 
-Sahel 370 19.1 CJ7.3 465 18.4 85.1 

Sou them Africa 166 8.6 92.0 257 10.2 78.9 
Ce:itral Afrka 237 12.2 88.6 2e2 11.2 82.0 
Caribbean 69 3.6 75.1 100 4.0 73.6 
Pacific 41 2.1 72.0 68 2 .,7 66.6 

' 

Total 1934 100.0 85.2 2516 100.,0 79.4 

------ ----------·-· --~----

Source:' European Investment Bank. 

a/ E~:tluding regional aid. 



- 79 -

The main objectives of regional progranming are: reduction of ACP 
States' dependence on imports, widening of markets and expansion of intra-ACP 
trade and acceleration of regional co-opecation. The allocation of r-egional 
aid takes account of the policy objectives and priorities of the individual 
ACP States forming a region. As it involves sever-al States, the applications 
of the different stages of regional progranming is inevitably complex and 
-;low. This form of EC aid is of rarticular impor-tance to the Caribbean and 
PacH:c. 

Under Lome I, as for Lome II, allocations were made by subr-egion, after 
deduction of an amount in respect of general operations. Table 36 presents 
the pattern of regional aic progamming in the preceding two Conventions. 

Table 36: Programming of r-egional aid by subregion, 1976-1985 

Lome I (1976-1980) Lome II (1980-lg85) 
Amount Amount 

Subregion ECU million Per- cent ECU mill ion Per- cent 

West Africa 130 38 160 is 
Central Afr:..ca 24 7 60 10 
East Africa 79 23 140 22 
Southern Africa 27 8 70 11 

Indian Ocean b 2 20 3 
Caribbean 28 8 55.6 9 

Pacific 10 3 25.9 4 

General Operations 

-all AC? Stc.tes 33 11 100 16 

TOTAL 339 100 6Jl.S 100 

Source: EC. 

Under Lome I, West Africa's shar-e was quite high, mainly because of EIB 
operations; in fact, most 0f EIB aid under this heading was channel led into 
this region. This may be attributed to the already well-est::iblished links 
between these States and the Community at the beginning of Lome I. Under 

Lome II, however, the precentage was reduced to a more "normal" level. In 
terms of the per capita allocation of resources devoted to regional 
co-operation, the Caribbean and Pacific groups were given special treatment 
und~r both Conventions on the grounds of their remoteness and insularity. 
STABEX and SYSMIN have abo been sources of funds, for example Pap..ia New 
Guinea received ECU50.7 mi'..lion under Lome II from STABEX and Guyana, Jamaica 
and Surinam were beneficiaries from SYSMIN. 
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Recent aid flows have stagnated or declined for most Caribbean States. 
Over the period 1980-1984, only Jamaica and Grenada enjoyed an increase in 
ODA. The CBI witr. its package of measures, including $340 million of 
assistance, was designed to reverse this trend. Nor has the trend in direct 
investment from DAC countries to the Caribbean and Pacific been favourable. 
Only the Bahamas and Papua New Guinea have received sizeable flows for direct 
investment, the former as an off-shore investment tax-haven for holding 
companies and the latter largely for mineral enclave development. The 
evidence seems to indicate t!lat direct investment has made a small 
contribution to developement of a diversified, wider, industrial capability in 
the two regions. For the Pacific Islands, the obvious obstacles of small 
~arket size, narrow resource-base, and high transport costs explain this lack 
of interest. However, there are schemes to assist the private sector business 
development to overcome these barriers. 

Australia's (South P·.iCific) Joint Venture Scheme (JVS) has provided or 
conmitted, since its inception in 1976, approximately A$6 million through the 
International Development Assistance Bureau (ADAB) in support of local equity 
participation by Pacific island bodies or firms in both the public and private 
sectors in joint business undertakings with Australian partners. The latter 
normaliy hold at least a quarter of the equity investment in the projects. To 
be eligible for aid, all assisted ventures should be commercially viable and 
development-oriented. The funds are not used to assist the joint ventures 
themselves or the Australian partners; they are only available to facilitate 
the acquisition of project equity by the local counterparts. 

Financial assistance is transferred as a grant to island governments, or 
is treated as a grant-in-aid if made available to public sector bodies. For 
private sector local partners, JVS funds are to be on-lent through a local 
institution, usually a development bank or the economic development board, 
under its normal terms although some concessionary elements may be involved 
(e.g. less flexible lending and repayment conditions). The amount of repaid 
loans, however, remains in the participating island and thus finance under the 
Joint Venture Scheme constitutes a de _facto revolving fund available to meet 
additional needs for development finance. 

The available information indicates that support under the Scheme has 
been extended to 10 projects, covering banking and finance (2 projects); agro­
business activities such as forestry, agriculture and cattle raisin~ (3 
projects); transport ll project); and manufacture, including wood venaer 
products, cement and leather work, and wine making (4 projects). Of these 
joint ventures, nine remain operational. In terms of geographical 
distribution, three assisted projects each were located in Samoa and Vanuatu, 
while there are two in Fiji and one each in Kiribati and the Solomon Islands. 

A similar aid progranme, the Pacific Islands :Industrial Develo~ment 
Scheme, administred by the Department of Trade and Ind~stry, offers finapcial 
incentives and assistance for New Zealand entrepreneur!; to establish app,roved 
manufacturing or agro-based processing ventures with l,ocal business par,tners 
of the South Pacific Forum. Among other qualifying conditons for assis,tance 
under the Scheme, business projects and joint ventures must have a minimu.in New 
Zealand share holding of 20 per cent, and a , minimum combinec., New 
Zealand/island share holding of 75 per cent. 
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Table 37: 

Island 

Jamaica 
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Official development assistance to selected Caribbean islands, 
1975 and 1980-1984~7 

( $ mi 11 iou.;) 

-·- --- ----- ----

1975 1980 1981 1982 1983 1984 

25.1 123.0 154.5 181.6 181.2 170.3 

Trinidad & Tobago 5.4 4.7 -1.4 5.7 5.6 4.6 

Barbados 5.6 14.7 17.9 12.9 19.0 8.8 

Bahamas 0.7 2.1 2.0 1.9 0.9 10.9 

Bermuda 0.0 0.3 0.2 0.1 0.1 0.1 

St Lucia 8.9 8.6 11.5 8.2 6.9 5.7 

St Vincent & The 
Gremdines 6.0 9.7 9.2 7.6 5.4 4.1 

Grenada 3.2 3.7 6.6 6.2 7.5 27.5 

Antigua & Barbuda 2.1 5.6 9.1 5.0 3.4 2.4 

Dominica 7.9 18.7 15.3 17.3 10.2 16.5 

St Christopher-Nevis 1.6 6.2 3.8 3.2 2.8 3.6 

UN, Specific Measures in Favour of Island Developing Countries: 

Report of the Secretary-General, 18 A~gust 1986. 

Net disbursements of ODA from DAC and OPEC sources and gross 

disbursements from CMFA countries. 
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Table 38: Direct investment from DAC countries to Caribbean and 
Pacific States, 1974-1984 

($ million) 

Country 1974 1976 1978 1980 1982 1984 

Antigua & Barbuda -19.9 1.9 1.0 

Bahamas 143.4 309.6 539.8 471.5 344.9 47.0 

Barbados 0.0 3.8 4.0 3.3 0.3 

Belize 

Dominica 3.0 

Fiji 7.5 7.3 12.2 14.3 5.4 -4.3 

Grenada 0.1 0.0 1.6 

Guyana 1.4 5.0 -0.2 2.0 0.1 

Jamaica -1.4 -80.9 -42.3 3.1 14.2 0.8 

Kiribati 

Papua New Guinea 72. 7 49.0 33.0 40.4 84.5 68.9 

St Cl'lristophcr & Nevis 

St Lucia 0.0 

St Vincent & the 

Grenadines o.o~l 0.1 

Solomon Islands o.fft/ 0.1' 0.6 -0.1 -0.3 

Suriname 7.5 1.1, 1.0 -0.4 -1.2 

Tonga 0.1 

Trinidad and Tobago 10.4 -0.7 10.9 54.1 18.0 -3.0 

Tuvalu 

Vanuatu 1.8 10.1 4.9 2.7 7.6 2.0 

Western Sarooa o.o~-' _, 0.3 o.o~1 

Source: OECD, computer extracts. 

~I L~ss than $1/2 millions. 



- 83 -

Currently, finar..cial assistance under the Scheme is obtainable for a 
number of pruposes. Grants may be provided for up to 50 per cent of the cost 
of approved feasibility studies training local employees either in the islands 
or in New Zealand or redeployment of selectetl work force and plant equipment 
owned by New Zealand shareholders to the island location. In addition, 
interest-free loans may be provided for up to 30 per cent of qualifying 
capital expenditure in large business joint ventures. The maximum size of 
such loans is NZ$75,000, although larger amounts would be considered in 
exceptional circumstances. These loans will be converted to grants if the 
business is still operational after 5 years from the time of loan disburse­
ment. Lastly, there are smaller grants of up to NZ$Z5,000 for approved 
capital expenditure or working capital costs or job cr:ation measures. The 
value of the qualifl•ing capital asssets or costs must not exceed NZ$50,000 and 
the new jobs must be maintained for at least six months for grant 
qualification. 

As of March 1986, assistance under the Scheme included NZ$1.93 million 
made to 228 proposals; of these, one-third related to feasibility study 
grants, 42 per cent to other types of grants and 15 per cent to suspense 
loans. Most of the established projects, totalling some 78 in number, 
received more than one type of assistance; about 20 projects, of which 19 were 
joint venture::;, were no longer operating. 

In terms of geographical distribution, projects were set up in seven 
countries with Fiji accounting for 27 per cent of the established ventures, 
followed by West Samoa (24 per cent) and Cook Islands and Tongo (17 per cent 
and 14 per cent, respectively). Busi:iesses assisted by the Scheme covered a 
wide range of activities, from food processing, wood works, building materials 
and accessories to various kinds of manufactured goods. There was an 
estimated 935 jobs directly created with assistance under the Scheme. 

Lastly, the Centre for Development of Industry (CDI) under the Lome 
Convention also provides technical and fin;lncial assistance for the Joint 
promotion of industrial development in the region. Under the Scheme, 
assistance is obtainable for the promotion of, and negotiations concerning 
contractural agreements and/or finance for, joint ACP-EEC ventures. The 
Centre also assists the conduct of feasibility studies, as well as the 
rehabilitation or upgrading of existing industrial activities and the training 
of key technicians and supervisors in EEC and ACP countries. The Centre, 
however, does not participate directly in any financial investment in the 
joint venture. 

These schemes, however, do not appear able to provide sufficient support 
for industry. There are grounds for considering an initiative for the Pacific 
similar to the CBI in the Caribbean, possibly in the context of new round of 
negotiations. 

Caribbean industries have so far found it difficult to compete 
succes.;fully with South East Asian NICs. Textiles has developed within the 
Caribbean, but only because US textile import quotas have been filled by South 
East Asia and not by the Caribbean countries. The advantages of Asian NICs 
over the Caribbean countries hav~ included the availability of cheaper local 
inputs, particularly in textiles, a dynamic and experienced business 
community, a generally higher degree of political stability better infra­
structure and a highly skilled and productive labour force. 
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Mexico is also a serious competitor as an investment site due to the 
development of the maquiladq_r~ or in-bond industries. Al though labour costs 
here are higher than in many Caribbean countries (around $1.10 an hour), the 
maquiladora does offer the advantages of experience and proximity to the US 
market. At the end of 1983, there were 600 1!13quiladoras, almost all of them 
operating near the Mexican border, employing a total of 151,000 and with value 
added of $829 million. In January 1985, their number had grown to 734, with a 
total employment of 202,000 and value added close to $1.3 billion. By the end 
of 1985, the number is estimated to be close to 800, with employment around 
250,000 and a value added component of $1.5 bill ion. Many US corporations 
have transferred affiliate companies from the Republic of Korea, Hong Kong or 
Taiwan Province of China to Mexico in order to take advantage of the proximity 
of the US market and of the fall in wage costs JCCasioned by the devatuation 
of the peso. 

But the Caribbean does have advantages over competitors, particularly now 
that the USA's geopolitical concerns have strengthened the amount of economic, 
political and promotional support it is prepared to give the region. For 
example the Caribbean benefits from easy access to the US market, especially 
through the CBI, which has more and longer term benefits than GSf' and Items 
806 and 807. The volume of Caribbean textile exports to the US grew from 423 
million square yards in 1986 to 534 million square yards in 1987. In gaining 
foothold in the US garment m3.rket the Caribbean region now accounts for more 
than 9 per cent of imports and is ahead of the EC as a source of imports by 
the US. 

Many South East Asian businesses are now looking at the Caribbean as an 
alternative production site, and no longer just for textiles. Japanese, 
Taiwanese, Korean and Hong Kong investment missions are studying the region 
closely. For many Hong Kong businessmen, there is the added attraction of 
finding an alterndtive country and nationality, even though the People's 
Republic of China is committ€.d to maintaining the present economic system in 
the area of Hong Kong for at least 50 years after the end of the British rule 
in 1997. In order to attract such migrant investors, Haiti changed its 
nationality law in 1984. 

The Caribbean is in a transitional phase, its p_tential is clearly 
demonstrated by the number of new projects coming on stream. A survey 
conducted by Caribbean/Central American Action, a pr.vate US association 
promoting Caribbean opportunities, identified 250 com~ilnies that were 
represented at the December 1984 Miami Conference as being able either to 
undertake investments or to enter into major import commi trrtents. Over 20 per 
cent responded to the survey. Of those responrting, 91 per cent were 
considering new or expanded Caribbean operations. A US Department of Commerce 
survey puts the number of export oriented businesses staring up in the 
Caribbean Basin (Central America and Panama included) between January 1984 and 
May 1985 at 285; this represented an investment of' $209 million and the 
creation of 35,891 new jobs (see Tab~e 39). Unfo~tunately there is n~ 
equivalent data for the EC. ' 

One avenue for investment recently ~xplored is t'win plants agreements:, 
which is essentially a form of produ~tion sharini between two or more 
countries, often using arr:umulated tax r~lief funds. 'Twin plant inveslmen't 
offer an opportunity to capitalize on low~cost locatio~s in CBf ccountries t~ 
maintain int~rnational compet1t1on. Thr-se are fotH)d mainly in assembly 
operations r.oyering a wirle rang•! of pr0<\11r.t groups. At the same time it i,s 
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also true that a number of CBI beneficiaries have so far failed to benefit 
from twin plant investment (Antigua and Barbuda, Bahamas, Belize, Honduras, 
Montserrat, St. Lucia, ~etherlands Antilles). While these are u~douctedly 
low-wage economies most of them tend to lack adequate infrastructure. It is 
of interest to inquire why twin plant investment has failed to take off so far 
in these economies. The Lome and Caribbean Conventions, which offer duty-free 
access to the European Community and Canada, also provide additional market 
access considerations for potential twin plant investment, particularly with 
respect to the English-speaking Caribbean. This remains the case, even though 
the main driving force at present is the CBI offering duty-free access to the 
United States . .!/ Available data indicates that between 1986 and 1987 .Jbout 
$70 million was invested in twin plant operations between Puerto Rico and Lhe 
rest of the Caribbean; a total of 39 joint pr1jects with employment generat on 
of 5,000 in ten countries in electronics, textiles, pharmaceuticals, leatner 
goods manufacture and telecommunications. The CBI offering duty-free access 
to the liS tends to exert greater influence than the array of concessions 
offered by Lome. but access to Europe in Lome could also be of greater 
significance if related to greater promotional effort. 

The constraints to industrial co-operation in the Pacific region are 
similar to those operating in the Caribbean: 

I I 

small populations; 

limited natural land resources; 

absence of economies of scale; 

isolation from i.:orld markets, yet with open economies dependent on 
the world trade syste~; 

limited opportunities for employment or development; 

primary production of one or two agricultural conunodities which are 
subject to severe price fluctuations; 

little industrial activity or development; 

high population densities; and 

low levels of training and other basic huma:1 services. 

See forthroming artirle 
Indus tr ia Ii 7.rll ion: !"few 
~ev i ew, Lonrl rm, I 9~8. 

by Frank 
llimensions 

Long, 
111 the 

"The Puerto-Riran Model of 
1980s", Dev_e I opmcn t Po I icy 



Table 39: ~~~investme~~_i!~e C<!!:i~~~<!!l__i_J_<!_'!!_l_<:!._r_y_ ~ ~-~---:... ~1_1!1.? 
(value in $ million) 

Wo6d 
Textile/ Electrical furn Misc 

Total a_pparel pre ducts products manufacture 

:\:Lti~ua 6 1 3 -- 2 
3ar-b.:.1dos 20 4 1 6 7 
3'21 ize 12 -- -- 3 1 
-=:a;ta Rica 22 J -- -- 1 
l)o.~inir.'.l 4 1 -- -- --
Dor.:inican Republic 31 12 -- 2 7 
El :3ah"ador 11 -- 1 -- 3 
Grenada 6 1 -- 1 - -
Guatemala 12 2 -- 1 4 
Guyan.:1 1 -- -- -- --
Haiti 21 6 2 1 9 
Honduras 29 9 -- 7 8 
Jar::.'.lica 75 25 1 3 8 
:"1ontserrat 2 2 -- -- --
Pana::ia 13 5 -- -- - -
St Kitts 2 -- 1 -- - -
St Lucia 11 :i 4 -- 1 
St \"incent 1 -- -- -- --
Turks and Caicos 1 -- -- -- - -
Total 285 74 13 24 51 

Source: US Department of Coll"lllerce. 

a/ Total does not add precisly due to rounding. 

--~ 

Hor ti- Fruit/ agri- All Value of Jobs 
culture vegs business others investment c rt::t Lt:d 

-- - - - - -- 1.0 J~ti 

-- 1- - - 1 (!. 8 1(_i7 
- - 4 3 1 15.7 JJ(l 
7 5 3 ? 43,0 ..:. '.:1 ~ll _, 

1 - - 2 - - 0,6 14:· 
-- 7 1 2 44.0 ~)' 7'-ll 

1 :; 2 1 4,0 3, 2<JS 
-- - - 2 2 1.2 11~ 

- - 1 2 2 8.5 l ,063 
-- - - 1 - - ... 10 
1 2 8.8 2,144 JJ -- - - 0-

- - 4 - - 1 15.2 4,J12 
13 4 15 6 48.3 4,b2l 
- - - - - - - - .. ~o 

-- 1 9 3 15.4 4,0."6 
- - -- 1 - - 0.3 
- - 1 1 1 1.2 676 
-- -- 1 - - 0.4 120 
-- -- 1 - - 0.2 -~O 

23 31 46 23 20s. sal JS,~91 
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There is, therefore, a tendency to become dependent on the major regional 
powers for finanrial resources and technical expertise to carry out their 
development progranmes. Further recurrent expenditures are often supported by 
bilateral assistance and policy making and implementation are inevitably 
heavily circumscribed. In terms of industrial development the very limited 
domestic market opportunities can support only very small-scale, low 
technology activities using local raw materials since such economies possess 
few comparatj_ve advantages vis-a-vis the larger external or regional markets 
with which they are linked. There is very little in the way of private sector 
initiative or enterprise with access to sufficient resources to balance the 
public seco:ors. Inevitably the public sector tends to dominate not only in 
essential services but also in some cases trading and distribution, and 
consequently the public sector assumes roles anu responsibilities which it is 
not always well equipped to fu!fil. Industrial enterprises in the micro 
states face an overwhelmingly hostile environment unless special circumstances 
create special market opportunities and special assistance is available to 
facilitate the supply of inputs. 

Within the Pacific region Papua New Guinea should be seen as a special 
case, and the UNIDO review-!/ identified the following constraints to their 
development of manufacturing industries: 

delays in securing land for industrial sites as a result of the land 
~dministration system; 

a small and fragmented domestic market; 

inadequate and expensive public utilities and transport; 

shortages of production skills and low productivity in relation to 
wage levels; and 

administrative and regulatory obstacles for investors. 

At a workshop.!/ held in 1987 by UNIDO to examine the various approaches 
within the Pacific and Caribbean island economies for promoting econo:nic and 
industrial development, •.. "Some members of the group stated that the Lome 
Convention III provided gceat opportunities for export to the rleveloped 
countries of the EEC. Both the Caribbean and the Pacific island countries are 
signatories to the Lome Conventior.; yet exporters stressed the difficulty of 
benefitting from the Convention due to the administrative procerlures which 
required long procedural formalities inhibiting export marketing. The 
Convention had therefore not achieved the intended results." 

l / UNIOO. Indu~-~r.:!a l __ Deve lopmef1t. -~_evi~~--~~!_i~~-!2cif ic ls_!i!~-~_!._a_~_~s • 
PPD.6 1 1986, 

'!:./ UN I DO, !__f!_te r_f!_a_t i cma L •co-ope r~ t io_n_ Q_~!_w~~~ __ _f a_cj_fJ.£__ and __ C~f' i b~~~!!. _ts l a_n_~ 
£_q_l!_f!t_!_!~-~-j~-~~- O~velopme!lt of --~~!12_ ~-f_l~--~~-~-~~=~r.al_e Agr():-in~_l_l~_tri~ 
(live marine resources and tro.Pical fruits): Workshop-cum-Study Tour 
II~~~}_c~;-~-r_rj~_i_d_ad a~d Tobago,_ Ba~~ados_J~~s~i-~~---Ll!~iaJ. -is Febn~ary 1:988~ 
PPD.73. 
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4. TO~ARDS EFFECTIVE ~NJUSTRIAL CO-OPERATIOU: ISSUES ANJ OPTIONS 

The purpose of documenting the past record of industrial performance in 
the ACP States is to look into the future within the perspective of possible 
options for industrial co-operation. Although the ACP States represent a 
highly diversified economic grouping, with hetrogeneous characteristics of 
industrialization, many of the issues pertaining to industrial co-operation 
are similar. This is due in part to t~e nature of the complex and long-term 
process of industrialization, and also in part due to the rolling basis of 
negotiations between ACP and the EC. There is a strong case for ACP and the 
EC to become more involved in the debate on the macro-economic environment and 
structural adjustment policies. The record of industrial development in ACP 
as outlined in ~hapter 2 and the severe constraints limiting industrial 
development detailed in Chapter 3 provide the framework for drawing up an 
outline of possible options for industrial co-operation. The variation 
between the three regions in industry performance and constraints lead to 
shifts of emphasis rather than fundamentally diffenmt outlines for industrial 
co-operation. 

The relatively slow pace of industrialization in many ACP St;.-es creates 
grounds for concern. A realistic and consistent strategy for 
industrialization is yet to emerge and this rem;iins a challenge for the new 
round of renegotiations for industrial co-operation. Given the relatively 
limited resources that are likely to be available for the enhancement of 
industrial projects within the Lome Ill framework it is particularly important 
to adopt a selective approach and to carefully target for co-operation 
strategically important activities with the greatest potential for 
co-operation and of high importance in the structural adjustment progranunes of 
the ACP States. In the face of changing industrial realities in the ACP 
States the following possible options merit attention: 

Many industries in Africa are viable but are not operating efficiently 
for a variety of reasons. ThesP. include shortage of spare parts, 
obsolesct: it machinery, insufficient supply of inputs, infrastructural 
shortcomings (roads, power supply, etc.) marketing problems and 
inconsistent policies that are obstacles to industrial production. 

The wide range of reasons for ineffident operation indic:ales that the 
relrnbilitation of plants, and the choice of plants to be rehabilitated, 
must be seen in a wid~r context. 

Industrial rehabilitation initiati~es could begin with an objective 
eva l 11at ion of the overa 11 macro-economic envi ronmenl, with a focus on the 
resp<:c:tivc co1:ntry's politir.al r:ontext. This could be followed by an 
analysis of the charar.teristics and future role of the manufacturing 
sector and its key subscr.tors. Promising candidates for successful 
rehabilitation rould be selected on the basis of their ability to thrive 
and keep pace with tht~ c:h.rnging industrial realities (see Annex C). 

It is also important to stress the fact that particularly in the SSA 
countries the development of industries requires the strengthening of the 
links between manufacturing and agriculture. Agriculture is now and is 
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likely to remain the leading sector in SSA for the medium-run and 
industry must be geared to more efficiently utilizing its output and of 
producing agricultural inputs particularly fertilizers and agricultural 
machine tools. 

Somf> of the industries created are well suited to the size of the iocal 
markets and are economically justified (e.g. cotton, textiles clothing, 
beer-making, soft drinks, footwear). Others, mainly in the intermediate 
anJ capital goods sectors, are out of proportion to the available markets 
and have been built up on the basis of tax and tariff incentives 
(investment and import concessions, high prot~ction against competing 
imports) and are thus of little economic benefit to the country. They 
have frequently proved to be non-profitable, creating a substantial 
burden for the national economy. There is a need to devise a selective 
import substitution sL:ategy which concentrates on a relatindy small 
nlLrnber of potentialy profitable branches and enterprises. 

Examples of this strategy include manufacture of cocoa butter, 
cotton-ginning, primary and secondary processing of timber, processing of 
fishery and other marine products, processing of mineral ores, refining 
')f non-ferrous metals, etc. The successful impl"2mentation of such a 
strategy requires identification of product areas being vacated by more 
advanced developing ~ountries and in which ACP countries have a potential 
comparative advantag~. There is also a need to investigate the 
possibility of linking tl.e national export drives of ACP States to t.1e 
production and marketing strategies of leading TNCs in specific product 
areas. In general the scope for developing an export-oriented 
industrialization strategy appears somewhat 1 imi ted for most African ACP 
States. Some success has been achieved in linking export initiatives to 
subcontracting activities, for example the growth of textiles in 
Mauritius and Jamaica, but most ACP countries do not have abundant cheap 
skilled lahou!" tu attract all or part of a manufacturing process. 
Sub-contracting could play a signifir.ant role in strengthening both 
forward and backward linkages especially in downstream activities. 

The prov is ion of measures to expand exports and to reduce import 
strangulation in this !"espect must take into account the close linkage 
between ~rade and <leht issues. Measures designed to permanently reduce 
the debt burden of the ACP States should be integrated within a trade 
reform and assistance package which aims to increase the capacity of 
their manufacturing sertors to earn and save foreign exr.hange. 

(iv) ~~_lf_:--~e_l iant development str~tegy _for_ i_ndustry 

'This strategy rerP.iverl significant support both from the studies 
'undertaken by Lhe EC on Afrir.an industri.:ilization, and by a Luge n11mbcr 
'of European and Afriran researchers. A major infercnr.c underpinnerl by 
'most rescarr.h fin<lings is that a new slrat~gy to..._.;,rds i1•<l11strialization 
'would result fr•Jm a rlifferent conrepLion of <lcvelopmcnt, n;imcly one of 

endogenous clevelopment baserl prim;irily on strategies of self-re'liant 
integrated cicv<:?lopmcnt conr.entratcd rhiefly on rum I rorrunun'ites, 
;igricultun: an<l fooci sclf-sufficienry. 
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This strategy includes an industrial component which will accompany rural 
development instead of trying to precede it. It introduces a new 
dimension and a new role to industrialization which would be based on 
local needs and resources, on domestic or regional markets, on self­
sufficiency rather than on exports. The strategy would as a matter of 
priority be directed towards overall development in an integrated fashion 
in contrast with the externally orienter' ~d hoc approach which has often 
prevailed. 

The practical implementation of the self-reliant strategy is impeded by 
the slow pace of agricul tura 1 development and the lack of effective 
demand for manufactured products among the rural population in the ACP 
States. Priority must therefore be given to: 

(a) increasing rural productivity so as to obtain a larger surplus; and 

(b) leaving the rural population with a larger share of that surplus so 
as to create purchasing power to be used on the purchase of 
agricultural inputs and consumer goods manufactures. 

Indust~ialization, in this context, should therefore no longer be viewed 
in is0lation as it has been hitherto but integrated within a process of 
integrated development in which the rural population and agriculture 
provide the motive force. 

Within this new strategy, three directi.Jn.i of industrialization could 
warrant special attention: 

(a) Su_pp!.,y~ _ag!'icul tural input~ 

If peasant farmers acquire the necessary mot iviation and as pi re to 
greater productivity, if access to credit and technical expertise is 
assured and if inputs are made available th[·ough local distribution 
and marketing, consideration could be given to producing surh inputs 
as far as possible locally. It becomes necessary to link up the 
modernization of agricultural production systPrns and industrial­
ization with a view to producing inputs - something that so far has 
rarely been done. In practical terms, this involves: equipment f(lr 
cultivation and harvesting (tools and implements),' irrigdtion 
equipment, transport equipment, storage, first-stage' proces~ing, 

fertilizer~ and pesticides, animal feed, etc. 

Potentially, the market is huge, if only because thP point of 
departure is excessively low. The key problem is te) rendP.r the 
market effective; this could be the aim of agricultural' anc! pridng 
pol ides, but also of institutional and administrativ'e adjustment 
mei1sures. 
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Clearly, products must be processed and adapted to the needs and 
tastes of ti1e urban consumer. The main obstacles to such adapt ion 

are: 

weakness of applied research; 
coropetition from products imported from the industrialized 

countries; and 
food aid. 

However, there is scope for industrialization in many different 
areas; milling of various sorts of flour, beverages, biscuits and 
bread-making, ready-to-use traditional food products, canning, etc. 

Demand also exist,; for a range of pr0ducts and s~n:ic:es which could 
pr0virle opportunities for local industries such as: 

basic manufactures: 

- housing construction: 
- supply of water: 

lighting: 

utensils, textiles, clothing, footwear, 
bicycles and mopeds, furniture, radios, 
etr. (for which the potential demand is 

very high); 
low cost housing materials, ironwork; 
hand pwnps and other equipment; 
hurricane lamps, acetylene lc.mps, other 
forms of lighting, etc. 

Commitment to a self-reliant strategy would necessitate incorporation of 
appropriate objectives and instruments in the new rounc of 
re-negotiations for industrial development. A strategy for 
self-sustained growth is to be tailored as to avoid any delinking process 
between manufacturing units in ACP/SSA and the EC, so far established in 
export promotion and import substitution activities. Furthemore, Lome 
III markf!<l a new recognition by both parties of the need to encourage 
privdte investment. The question could be raised whether EC firms would 
herome involvt"'rl in a self-reliant strategy given the narrow 
profit-margins for s:itisfying low-income rural dweller markets, an1l the 
gulf in terhnology and marketing which would exist, at least in the short 
term, until adapt;itinns wen~ ma<le. Furthermore, evid•~n··-; for some 
c:o•mtries shows that <lom•~stic deman<l has already been the overwhelmingly 
important source of growth for 'man11fact11ring output. This must raise 
doubts wht"'ther f1Jrthf>r rel i;ince 'on domestic markets woul<l lead to any 
signifiranl growth in the near ftit11re. The im:olvem•:nt of the F.C States 
in a self-rctiant strat·~gy is required to ens11re that resources arf'.: 
pnwirled tor an ·~xpansion of rlonit:stic (particularly rur;il sector) dem;rn<! 
and prod11ction 11nrtf?rlak<:11 to srltisfy this cl~mand is organize<! in an 

efficient mannf'r. 

1 •• 2 Increasing the flow of invcstihlc' resources lo m;rnufacturing 

fnr:reiising the fi11;1nr:i11g of madl1fa'cturing must he linke<l lo an ov1!rall 
expansion of f11n<li11g 11t•r1:ss;iry fi)r 'the <levelopirwnt of ;in integrated 
,jev1:lopm•:nt str;.it.1•?,y. th•: rf:nlr•:-pi•:'/,: '.,f which must he the achievement. of a 
r;1pirl ;md s11listantial growt.h in rura't' ihrom1:s. So t;ir ma1111far::turi11g's share 

in tot;JI f1111rling has hf>1:11 inappropria'tely low. 
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The EDF allocation is deter-mined bilater-ally between the EC and 
Member- State, with the pr-ior-ities of the member- States par-amount. 
pr-ior-ity of the ACP States has been towar-ds r-ur-~l development and 
security. Henr-e, a negligeable shar-e of the EDF flows to manufactudng, 
ther-e is evidence of a continued shift away fr-om manufacturing. 

each 
The 

fool4 

and 

However, emphasis on the self-r-eliant str-ategy option for-
industrialization, which focuses on the r-ur-al development needs, would de 
facto lP.ad to a greater- shar-e of the EDF to manufactudng. More attention 
could al3o be given to initiatives to co-or-dinate EDF oper-ations with local 
and EC private sector- investment and management. To this end the EC and ACP 
could establish a joint pr-ivate sector- wor-king group to pr-epar-e proposals for­
co-or-dinating EDF operations with pr-ivate sector investment and management. 
EDF funds could be progr-ammed to suppor-t such operations in the ACP States. 
The new round of negotiations could provide an oppor-tunity for- pr-ivate 
entr-epeneur-s to become partner-s eligible for- allocation of EDF funds. 

Lome I I I Convent ion contains a separ-ate Chapter- on investment (Ar-tic les 
240-247). In this Chapter the contr-acting parties underl in.~ the impor-tance of 
private (dfrect) investment for the pr-omotion of thP.ir- development 
co-operation and the laying down of principles for the treatment of those 
investments. New forms of direct investment could be encouraged, for example, 
in areas where the foreign investor does not hold a controlling interest via 
an equity participation but where his investment is in the form of various 
international contractual arrangements such as 1 icens ing agreements, 
franchising, management contracts, product-in-hand contracts, p!"oduction 
sharing contracts, d.!:k service contracts, international subcontracting, and 
joint international busine3s ventures, in which foreign-yield equity does not 
exceed 50 per cent. 

The scope for increasing the flow of resources to manufacturing from the 
ACP government and its role as a mobilizer of domestic resources could be 
developed. Much effort has already gone into restructuring public spending 
anrl cutting budgetary deficits. By dint of recruitment freezes, stringent 
selection, cuts in pay or redeployment measures, a number of governments have 
managed to reduce the public sector wage bili. Many countries have overcome 
considerable misgivings to set in train the process of reducing subsidies on 
st."l.ple food i terns anrl agricultural 'input c;. The reform of pub l ir:-sector firms 
has also allowed significant reductions in deficit subsidies and a number of 
countries have succeeded within th~ space of two or three yo::;irs in cutting 
overall public sector deficits by: half, to under ">per rent of GDP. The 
potential for fisral measures, cost:-recovery, etr. coulr! be explorerl further, 
but gener;ition of investible resources of the necess;iry vol11111e woulrl seem to 
require additional sources. 

An import;rnt imperl iment to ,investment in ACP has been in:ldequ:tte 
insuranre rover. The sr:opc of the ,national systems anrl the private sector has 
hef:n limited anrl ;itt.empls have beep made to establish a multilf:1teral system 
whirh woulrl provirlr: murh bror.1rler ,coverage of investments .1gairist political 
risks. Discussions began in tf1f: c~rly 1960s and a variety of pi:;oposals were 
made, in p;irtirul;ir by the Worl,d Rank and by the F.uropean, Conunission. 
Progress w;is hlor:k•.:rl unt i I rer:Pn~!y, whr:n the Worlrl Bank l~nuncheC: its 
propos;il for iJ Multilatf:rnl fnvl'!slm•:nt Guarantee AgP.ncy (MTG~). MIGA is 
,Jikfdy to P.Xl•:nd th•: Sr'.'lp.., of ;ivail;\hl•~ ins11rr1nr.e by covering a wi,der range of 
risks, by f:xterHling its rov<:rag•• to a host of artivities ena'bl ing inv~stments 
to be ins11n:cl even whcrr: die home r:mmtry has no nationr1l scheme, MIGA r:oulcl 
also farilit.:ite insurance of projects promoter! by multinationa'l consortia. 
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Lome III provides, in the Investment Chapter, for a study to be made 
jointly by the ACP and the EC of the scope and appropriate mechanisms of a 
joint ACP-EEC insurance and guarantee system, complementary to eixisting 
systems under Articles 241 and 244. The study was envisaged in two phases: 
the first phase to determine whether the gaps in the coverage offered by 
existing systems (including MIGA) provide sufficient scope for a viable and 
financial autonomous ACP-EEC system, and the second phase to outline the 
possible operating principles and mechanisms of such a system. The results of 
the study will be examined in the Joint Working Party established to monitor 
the implementation of the provisions of the Investment Chat>ter. Its 
recommendations would be the basis for amending appropriate clauses of future 
negotiations, with a view to improving insurance cover and facilitating direct 
investment. A note of caution has been expressed in previous debates from the 
ACP viewpoint concernin~ export credits and investment guarantees. As 
presently constituted the cost of the schemes are borne directly by the EC 
country involved and are not a charge on EDF. The attractions would have to 
be high for ACP to change this. 

The scope for increasing the flow of resources to manufacturing from the 
ACP domestic financing institutions should also be developed, although in most 
ACP countries local capital markets are at present extremely small, er 
non-existent. Such broad assessments will have to be qualified, as with 
statements on the attractiveness of ACP to commercial borrowing. 

Additional financial resources for industrial rehabilitation and 
restructuring are required due to the stagnation in export earnings. Given 
the adverse impact of declining primary commodity prices of most ACP States 
there now exists a strong case for the EC providing increased market 
opportunities for manufacture from ACP. A necessary condition is to improve 
market access. Therefore, the required level of processing codified in the 
rules of origin should be reduced to 30 per cent. The Caribbean Basin 
Initiative rules of origin stipulates only 35 per cent. The expansion of 
STASEX to cover more traditional exports incorporating more flexible 
requirements with regard to local content of manufactured exports to EC 
markets can be of considerable importance to the ACP countries. 

The Uruguay Trade Round will be important in determining the EC/ACP trade 
relations with third partners, possibly for the next decade. Since the Punta 
del Este meeting the EC has submitted offers on tropical products, natural 
resources, and the Commission has Leen authorized to makf: an offer on 
agricultural products. Within the Lome framework consultations could take 
place between EC and ACP to limit any erosion of existing preferences, 
providing compensation if necessary. 

Impro•1ed market access may be a necessary condition, but it is not a 
s11ffic:ient condition for accelerating the e>:port-drive ir. manufactured goods 
from ACP/SSA. Industry in the EC should be encouraged Lo enter 
product ion-sharing arrangements with the ACP enterprises, and the EC could 
implement favourable tariff and non-tariff measures to ensure that the 
products from these enterprises gain access. Further, action along the 
production chain, for example in marketing, may be essential. The UK has 
established a Developing Country Trade Association to assist in marketing. 
Opportunities could be created for small groups of African business persons in 
order to help them establish trade links. A major expansion in export 
earnings could go a 1011~ way towards reducing the need for conc'essional 
finandng in the ACP countries which is increasingly requir_d to of'fset the 
rising debt burden. In the long run this must mean a large-scale in~rease in 
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the flow of DFI and °FI flows t.o the ACP States. At present the scope for 
enhancing the flow of ri!>k capital is 1 imited because risk capital flows are 
increasingly assor.iated with the same creditworthiness criteria that 
determines a country's international credit rating. Nevertheless, scope 
exists for creating an International Industrial Investment facility within the 
Lome framework which would facilitate the allccation of seed capital to 
projects with long r·un potential and which alsn pro-:ides a frame..,ork for the 
supervision of the utilization of these funds and the perfomance of the 
projects conc~rned. 

ACP/SSA debt service relative to export earnings has risen rapidly from 
around 80 per cent in 1976 to above 300 per cent in 1987. Arrears are 
estimated to have amounted to roughly $11 billion by the end of 1937. Debt 
service payments stood at $12 billion -:.( the end of 1987. uuring 1980-1987. 
only 12 of the 44 Sub-Saharan r.ountries, representing about 13 per cent of the 
group's 1987 debt, were able to service their debt promptly. 

Although the manufacturing sector in ACP/SSA has contributed only a 
relatively small share of this debt it is badly affected by the resulting 
'import strangulation' and deflationary impact on domestic purchasing power. 
The debt problem is less severe for the Caribbean and Pacific regions as a 
whole, but for some States, e.g. Jamaica, it poses a threat to development. 
One view is that there is no shortage of solutions, only of the ~olitical will 
to apply them. The Lome framework could be used as a medium to agree on some 
measure of debt reiief. 

A new impetus to new debt relief for the poorest developing countries was 
given at the Toronto Sununit in June 1988 with provisions for rescheduling of 
debt over longer periods, concessional interest rates and debt write-offs. 
The details of the plan will have to be worked out by the Paris Club of 
official creditors. 

The Paris Club in 1987 stood for longer repayment and grace perio<is (up 
to twenty and ten years respectively) in rescheduling operations with harcl 
pressed, low-income countries. But this brings no immediate relief to 
debtors. First it makes no difference for the first five years (the previous 
norm for grace periods) and, second, the debt burden is pushed into the future 
with compound interest. This is tantamount to taking new credit on market 
related terms to discharge a maturing liability, and only mak~s sense if the 
debtor country can reasonably be expected to become creditworthy in the 
meantime. Where this cannot be anticipated - and this is the case for much of 
Sub-Saharan Africa - more is needed than the improved Paris Club rescheduling 
terms. 

One additional step, which has already been taken by some bilateral 
creditors, is to convert official development assistanl".e (ODA) loans into 
grants. This could be extended to all existing ODA claims on :ow-income 
countries with no prospect of att;iining creditworthiness in the foreseeatle 
f11t11re. The WASS Report-'-/ rccommen<lecl that "Paris Cluh reschcdul ings, which 
are in effect long-term lo;ins, should not be more o- .ous in our view, than 
IDA or other soft loans". Recent proposals by creditor countries, such as the 
UK, France ancl the Nordi<: rountri0s, for interest rate reductions or the 
concessional refinancing of existing non-conr.essional debts are in this 
direction. 

1/ United Nations, 1-)nanring Africa's Recov_ery, R~port and Reco1!1ffiendations 
of the Advisory Group on Financial Plans for Afrjc~, February 1988. 
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Thou~h coimnercial bank creditors account for only about 2) per cent of 
Sub-Saharan Africa's outstanding debt, they have recei·.red about half the total 
interest pa id by the region in recer..t years. Moreover. the London Club has 
not normally rescheduled interest payments. Nor has there yet been any 
elemt>nt of debt reduction in London Club resched•1l ings. 

~k.ny European and US banks have built up provisions against the risk of 
losses v1 Third World debt, and some have started to sell or swap ci.aims on 
developing coun!.ries at a discount. However, this "secondary market" is still 
thin, especially for African debt, and the debtor country's obligations are in 
no way diminishea whether by the writing dc.wn of claims by bank er.editors or 
by the trading of claims at a discount - unless the debtor can buy back its 
own debt. 

The EC could consider providing funds to debtor countries to enable them 
to repurr:hase some of their cunmercial bank debt, or to facilitate debt-equity 
s...-aps or the conversion of debt into long-term securities or bonds, if 
creditors ar:cepted a lower rate of intP.rest and could be assured of their 
value and liqidity. A proposal along these lines, involving the conversion of 
debt into securities of at least twenty years, has recently been floated by 
th~ African Development Bank. 

Ther~ are many possible vari.:itions in the implementation of these 
schemes. For example if the EC purchased debt outright. the ACP State could 
be required to service debt, but in local rather .. han hard currency. This 
money could go into a Development Fund used to contribute towards the local 
currency costs of investment in long-term industrial development in the debtor 
country. 

The extent of existing debt can eas:ly act against the implementation of 
projects that promise to yield foreign exchange. The reason is simply that 
current creditors may insist on having first claim to any funds generated by 
the project, thereby cutting out the project sponsors (or at best relegating 
them to the queue). To confront this obsLacle, some efforts have been made to 
"cordon off" projects generating foreign revenue from the burden of meeting 
prior claims due to t~e perilous debt position of the co~ntry as a whole. One 
example of this type appears to be the urea factory coni.tructed to use the 
natural gas resourr:e'> at Songo Songo in Tanzania. Manufacturing would benefit 
especially given a relaxation of the depressing effects of the debt problem on 
import availability and domestic purchasing power. 

The provision of expanded fin3nr:ial resources through concessional loans, 
gr·eater mark..:t access or reduct ion of debt repayment obligations requires the 
building up of an effective institutional infrastructure for the allocation 
and utilization of these resources. Expand€.d ir.:!ustrial co-operation between 
the EC and the ACP States requires that the current negotiations focus on the 
question of the development of institutional strategies that can lead to 
eff·~ctive rehabilitation and restructuring of the manufacturing sector. The 
relevant steps required for raising productive investment between EEC and ACP 
States are detailed in Annex D. 
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4.3 The role of European. Inve_~t~~nt_Bank 

As yet, EIB have no sectoral loans to industry, although they are 
currently revie-,..ing the possibility of such sectoral support. The EIB Board 
would have to be convinced that a move away from their traditional project 
lending role, and the resulting possible dilution of control, would be offset 
by the gains to industry through quicker and easier disbursement with mi:iiurn 
risk of loss to the Bank. 

The EDF Programme makes allowance for sector loans, and the use of sect·Jr 
loans is increasing particularly given the additionality effect of sector 
loans. However, the focus of the EC/EDF is more on rur=ll di=:velopment and 
social/physical infrastructure, rather than on industry, which has 
trajitionally been left to the EIB, although some of the import pr-ogra11UI1es 
have includerl span~ parts etc. for industry, (as in the case of a recent 
~"la!awi loan). Serious consideration would need to be given to altering this 
traditional role sharing if the EIB was unable to shift from its project 
lending to sector-lending. 

There is still a role for risk capital. The take up of risk capital 
could be increased by softening the terms, for example longer grace periods 
and more interest rate subsidy by EIB management accepting the greater 
inridence of failure, giving the prevailing harsh business climate. 

Evidence from EIB loans to Development Finance Corporations (DFCs) shows 
that the grace periods have been too short. Whilst they may have been 
adequate to protect the investors <luring the implementation period, they have 
offered little margin for the difficulties often encountered in the start-up 
phase. As a result, a number of DFCs have had little option but to extend the 

grace period. 

There is a strong case for increasing the availability of 1uity 
participation, which up to end of 19~7 accounted for only 7 per cent of EIB 
ope rat ions with DFCs in ACP mun tries. Similarly, ope rat ions thrnugh gloha l 
loans should be increased. The Development Finanre Corporations are usually 
more aware of local b~siness potential and problems. There have, however, 
been problems with the viability of DfCs in some countries, and in these cases 
the EIB could adopt a more "hands-on" r2ther than their usual "hands-off" 
approach. Spedal provision could also be made for exchange rate losses, when 
ECUs are denominated in local currenry anrl an exchanr;e rate depreciation is 
not offset by asset revaluation due to market imperfections. 

In the case of project financing, EIB data shows that typically projects 
have been funded with a standard debt/equity ratio of about 2:1 equity. There 
is a need to raise the equity c:omponent and in the long run this can be 
greatly fac:ilitated by an industrial investment facility with the Lorn~ 

f rarnework. 

This is parti~ularly impeded if new projects are to get of the ground fnr 
equity requirements are usually significantly higher for new projects than for, 
extensions or reh~bilitations of existing inve,stments. This corroborates the 
widely held opin'ion that th~: start-up of, new enterprises is, almost, 
invariably, the ~ost critical sl.1ge often 'requiring a level of equity, 
participation that 'excludes otherwise viable entrepreneurs. 
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Availability of counterpart funds may be a major constraint to industrial 
projects, esp~cially for those countries implementing SAPs and facing periods 
of protracted budgetary austerity and sharp exchange rate devaluations. Suet> 
countries can hardly be expected to take on new conmitments when :.i.ey are 
cuttin5 back on existing projects, etc. Provision of counterpart funds could 
be justified by the EIB by reference to conmitments in support of projects 
already financed by EIB, or in support of agreed adjustment objectives. Other 
measures to support the budget could be examined for example, payment of 
tariffs and duties on project input imports wh~:.:h are currently exempt. 

4. 4 Streng!_henit!&_ the institutional framework for effective 
co-operation 

industrial 

The develop.nent of a viable institutional framework for industrial 
co-operation between the EC and ACP States must represent one element in the 
broader design of consultation and co-ordination of national macro-economic 
policies. 

There is a strong case for ~CPiEEC to be more involved in the debate over 
the macro-environment and structural adjustment while ret~ognizing the ~e_fil_~~Q 
lead of the IMF and World Bank. 

A major innovation of the Structural Adjustment Facility (SAF) is the 
requirement that a comprehensive three-year policy framework paper (PFP) be 
prepared by the national authorities, with the joint assistance of the staff 
of the World Bank and the Fund. The PFP sets out the macro-economic and 
structural policy objectives of the authorities for the ensuing three-year 
period, the policy strategy and measures that will be employed, and estimates 
of the financing requirements associated with the adjustment progranvne. 

Viable s~ructural adjustments must pay special attention to the task of 
creating an environment suitable for enhancing the development of the informal 
sector which has shown dynamism even when the formal sector has been 
contracted. Stimulating informal sector growth should be an important element 
of the liberalization strategy. 

Industrial pol icy measures identified by some PFPs are concerned 
primarily to improve the environment for industrial investment in general, and 
production of tradables in particular (see Table 40). Measures to eliminate 
institutional or regulatory barriers to growth have included, for example, the 
elimination of labour codes that acted as disincentives to new employment, 
reduction of quantitative restrictions on imported inputs, and streamlining of 
investment approval procedures. 

There have not been direct involvment in the formulation nr financing of 
SAPs in ACP, although SAPs have made an important contributinn in terms of 
both dialogue and operational support. SAPs have focussed on sectoral 
policies and on long-term development policies, downstream from macro-economic 
adjustment. Renegotiations governing the future pattern of assistance for 
industrial development could provide an opportunity to regularize this new 
involvement and consider the following four comp.lementary steps: 
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increased and mor~ flexible use of certair. existing 
instruments. for example. considering budgetary and 
payments support. at presently not allowed; 

co-ope rat ion 
balance of 

(b) close co-ordination between the Member States and the EC; 

(c) gradual adoption of a coD1DOn approach to the problem of structural 
adjustment in ACP; 

(d) a more active and concerted participation in co-ordination and 
discussions prior to drawing-up structural adjustment prograrrmes; 
otherwise project success may be jeopardized by macro economic 
policies. 

Table 40: Types of policy measures _r~_.<Lues!~~ in returf!__~or_ structural 
adjustment loan (li~!:-_l_(i_.!.1<!-!1Ce. 1980 to October 1986 

Source: 

Measure 
Percentage of SALs subject 
to conditions in this area 

Tr3dt" policy: 
Remo~·e import qu•llJ.s 
Cul tariffs 
lmprO'ie export inct"nli,·es :ind mstilulional support 

Resource mobiliz.ilion: 
Reform budge:! or l;ues 
Reform inleresl-rale poliq 
Strengthen mana!!ernenl of edernal borrowin( 
Improve linanlidl pcrform.,,nce hy puhlic enterprise 

Effici<'nl use of resources: 
Revise priorities of public investment program 

Revise agricultural prices 
Disslllve llr re<l11c<' powers of slate marketing li<nrds 
l\cduce or dimin;ile some agricultural input suhsidit's 

Ht"vise eneri;y priccs 
Introduce rm·rgv-conserv:ition mcarnres 

Dcv..Jop indii:enom t'n••;·gy sources 
Revise industry im·enrive system 

IMrilulional reforms· 
Strengrlwn cipacity lo forrn•1late and implemt"nl puhlic investment 

I 57 

'24 

'76 

70 
49 

'49 

'73 

59 
73 
14 
27 
49 

' 3.5 

24 
6'! 

pmgr;im 86 
I nr.rcase efficirncy of puhlic cnlrrprises 57 
lmprovr suppllrl for ~ii;ricuhure (marketing. c:k.) 57 
lmprovf' rnpporl for incluslry ;11111 mlncclors (i1ufoclin~ price l"Onlrllls) 4'> 

P. Mosley, "Conditionality as 
Adjustment Lending 1980-1986, 
Princeton, No.168, 1987. 

Bargaining Process: Structural 
~ssays __ ~n ___ !~~~rn!lq~nal F_inanc~, 
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The new round of negot iat i•'l1" .:ould provide an opportunity to emphasize 
the need for growth-oriented ~~ .. 1cdies to the balance-of-payment problems. 
Individual ACP States may however question the desirability of yet another 
participant in the SAL negotiations, partic-ul<irly since they are fu 1 l members 
of the World Bank/IMF institutions, and may wish to retain the current status 
of their bargaining positions. Furthermore in many countries the EC/EIB 
'subscription' to the SAL 'club'. is unlikely to be such as to give them 
significant bargaining power. They are unlikely to wish to duplicate the role 
of the I~F/World Bank, nor do they have the necessary staff expertise to do 
so. Nevertheless, involvement by the EC can be useful if such involvement is 
dovetailed with an independent consultative programme to identify operational 
priorities and monitor progress in specific sectors (such as industry) with 
respect to the utilization of financial allocation. Approp~iate institutional 
mechanisms, at the sector level, need to be created to achieve this goal. 

A new :i.stitution (ACP/European Development Co-operative Council) or 
function, may aiso be considere:d to bring tugether representatives of the 
business counununity tu af!vL;e ACP and EC governments in tht field of policies 
and regulations on busir.ess ar.d the spe•:ific needs of ttie business <'.Olmluni.ty. 
The CDI could be well-placed to make initiatives towards ::.he creation of such 

an institution. 

A key issue in the future negotiation for industri;il cc-operation using 
the availability of investible resources for manufart_uring in ACP is whP.ther 
to expand the EIB or create a new ACP/Oevelopment Corporation. This issue 
transpired during previous debates and discussions, and ~ny of the same pros 
and cons are still val id. The es!:.abl ishment of a separate development bank 
"'ould be worthwhile if there was additionality, i.e. if it made available to 
member countries funds that would not otherwise be available. 

Concern about expanding the EIB include the fact that its operations in 
the ACP are pe.:-ipheral to its major invest.ment activities, and that its 
current form of opF~rations would make it difficult to contribute significantly 
to a self-reliaPc. strategy, in particular rural development. However, se'leral 
factors continu1· to strengthen the case for ex;:iansion of EIB to inr:reas~ the 
flow of funds to ACP/SSA manufacturing. 

The EIB is alre.'ldy operntion;:il. Sinr:e 1':176, certain broac:I trends ran he 
distinguisher! in the ser:toral breakrlown of EIB financing. Durin~ th•: first 
two years of l.omi:, the bulk of EIB funding involvec:I individual f inilnr·ing for 
new projects or extensions. Agro-in<lustry took a major share ( 34 per r:enl), 
followed by energy projects (20 per cent of all f•:nding ;ind 3'• per c~nt of the 
sum total of loans from the Bank's own resourres) ancl investmt::nt in 
construction materials (18 per ceut). [n the remaining period of Lorn!:, the 
most striking feature was the significant sh.1re of global loans (I ine,; of 
r:redit) provic:lecl through the medinm of Ar~P development banks (2'> per ('ent of 
loans from the F.rB's own resourr.es between 1978 anrl 1980). This flexible aid 
formula wa: used prinrip;il ly to help finanre investment by small anrl 
medi•~-sizerl enterprises whirh generally acl<ipt better to the diversified needs 

of limited markets. 

The trend bccamf? r.ven mon! marker! with the implementation of the Ser.and 
Lc>mi? Convention, whirh inr:rcas•:rl r:onsicler·ahly the sr.ope for provirling risk 
capital to AO' devt:lopment trnnks. As of 31 Deremher 1981, the Bank had 
unclert;iken 61 opf.:rations with V1 c:lev(;l,>pmcnt hanks in ACP r:o11ntries and with 
four regional development hanks, f'or a total amount of ~:cu 26~ mi 11 ion, 
ECIJ 86.'l million undrr Lome I and F.Cl!' PH.'> million under 1.nmt! fl. 
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The ECB had by end-1981 approved sum•: 400 allocations representing a 
total of ECU 177 million. T~1e total fur.Jing for all projects amounted to 
ECl' 67<.J mi 11 ion, giving an average a! 101..·at ion of ECt: l.>3 mi 11 ion. I~ is 
estimated that some 30,000 jobs have been created or presen·ed, with an 
average cost per job in the region of ECU ~3.000. The four principal sectors 
in receipt of aid in the form of E~P global loar~s are agro-industry ( 32 per 
cent), textiles and 1€ lther (l l per cent) and paper 00 per cent). 

One of the objectives of global loa:1s is to facilitate the participation 
of AC? promoters (private and public) in implementing and financing productive 
investment. This goal would seem to have been achieved since nationals of the 
ACP States account for over 7'S per cent or the capital of the e.,terprises 
financed (61 per cent being priva~- ~oncerns~. This is, however, an average 
figure and does not apply to all countries. For example, in Botswana, Cott> 
d'Ivoire, Lesotho, Liberia and :"talawi, the share of foreign investment is 
higher, even though majority holdings are ,;ery unusual . 

The ErB has a broad operational base and its focus on tho: EC rllity be seen 
as an advantage in spreading the risk away from too much conce::trat inn on a 
high risk area such as the ACP/SSA. The EIB is already i:.·,·<>lvt:d in 
co-finandng whereby it JOlllS with other official agencies to provide the 
total f inaace required for a particular project. Under Lome and I I, some 
273 projects were subject to co-finan<:ing between the EC and otht!r rlonors. 
The EIB is al ready a major borrower on th~ European capital markets. As some 
of tt.e funds borrowed are lent to ACP countries the ECB is al ready 
facilitating the flow of private investment from the EC to the ACP. 

Another area in which institutional innovation can lead to benef ic ia l 
results i;; that of assistance to EC businesses intending to imrest in ACP 
States. There is a strong case for sugg~sting that the Comrmmity's 
development policy needs to assist European industry to identify opportunities 
for production-sharing in AC?, and to invest i11 areas where restrictions on 
the movement of foreign exchange would normally deter investors. This coulrl 
be complementary to the restructuring of Europt':an produrtion away from 
inrlustries, in which Europe no longer enjoy;; a comp;tratiVt! advantage. The 
European Investment Rank (F.IB), with responsibility for strategic investment 
within the Conummity and supp'1rt for the private sel".tor in ACP ro11lrl be cal led 
upon to take ap this role. Resources to relaunch growth simult;_ineous!y in the 
Europe<>n Community and the ACP coulrl be incorporated intn a spe··ial EfB 
programme to support product ion-sharing projects. 

The question of the ACP participation in the manag,:ment of EIB resources 
to be allo<:ated to ACP States remains a contentious issue. The points made 
prior to the Lome rrr negotiations rem<tin relevant. It would not be corre.~t 

to say that ~CP 'countries have no say in the provision of leans for ind11strial 
development.' O'bvio1Jsly the loan . .; wo11lrl h;ive to 'have been agn!t:d tiy' the 
governments 'in 'the ACI' 'States before tht:y can be requesterl, not to mention 
provider! by' tHe EIB. ' Ttw m<tjor problem is the lack of f:fft~r·tive 'ACP 
involvement 'in its dt~rision-making procf:ss. A spec'ifir C<!ll <lt thr: F-:rB' for 
the ACP countries, on 'whose managr:men• thf: Af.P would have reprtsentat'ion, 
coulrl be an ~pp~opri?~e &ompromise. 

' ' 
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There is, however, a growing list of demands for specific cells (for 
example "Women and Development") and there is a danger of making the 
administration complex and rigid. Under Lome II a Special Fund for Mining and 
Energy was created for ECL' 200 mi 11 ion, and only one country cal led on the 
Fund for ECt; 35 million, and it was dropped under Lome III. This would 
suggest that one should move cautiously in the creation of new institutions. 
Ir. many cases strengthening existing institutions and broadening their mandate 
may be the most appropriate policy alternative. 

Enhancing t~e effectiveness of the Centre for the Development of Industry 
(CDI) would require a major expansion of its resources. The CDI has been 
allocated a budget of ECU 40 million for the duration of Lome III, covering 
the period 1985-1990. Vigorous efforts have been made to establish working 
progra:mies for all ACP States. By the end of 198~ all ACP/SSA States had 
country prograllr.les with the exception of Angola, Chad and Equatorial Guinea. 
A.lthough the number of interventions by the COi has rapidly increased, 
totalling 263 between 1981 and 198), the absolute size of its impact is at 
best marginal. In 1986, its additional investment resulted in the •:reation of 
690 new jobs. It did not prove possible for the EC to involve the CDI in Lome 
III ACP country indicative progranwning missions. 

A framework for regular exchange of information between the CDI and EIB 
on ACP investment projects could pave the way for f i 11 ing the lacuna in the 
institutional channel for bringing risk capital assistance to ACP projects 
promoted by CDI, notwithstanding that the provisions of A1:ticle 199 (6) confer 
eligibility to "prog1·:nnes and projects identified and promoted by the joint 
bodies set up by the Cormrunity and the ACP States, and authorized by those 
States to attain certain specific objectives in the spheres of agriculture, 
industrial and trade co-operation." 

A radical appraisal of the objectives, resources available to fulfil 
those objectives, and conwnitment of the various parties, EC, EIB and ACP 
States, to the CDI seems to be required. The CDI has drawn up a detailed 
evolution of its role and structure in e3rly 1988, which could be a 
significant input into such an appraisal. 

A realistic overall assessment of the effectiveness of the two major 
institutions, EIB and CDI channelling resources to the ACP/SSA seems to be a 
prerequisite for a successful future negotiations towards fostering the 
process of industrial co-operation. 

Of equal importance is the need to strengthen the ACP Secretariat itself 
and enhance its capacity to participate in the negotiation, implementation and 
monitoring of industrial co-operation programmes. There is a strong case for 
multilateral and UN agency support to the ACP Secretariat in the field of 
industrial development and co-operation, the provision of information and 
othP.r facilities for foreign investors in the ACP States, evaluating 
industrial trends and 'assisting in the formulation, co-ordination, and 
harmonization of n;it ional' pol ides in the ACP region. The establishment of 
the ACP/UNCTAD sub-corrmit'tee on trade issues, represents one option available 
to UN agencies to extend ~upport to the AC~ S~cretariat. 
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'.'lew institutional initiati\/es are also required to foster the public 
sector rationalization progranwne and in particular to co-ordinate the national 
privatization strategies in the SSA region. Without such co-ordination, there 
is the danger that ACP States will end up competing against each other for a 
relatively small amour..t of foreign private investment and forP.ign assistance 
for public enterprise. Although the governments of ACP adopting privatization 
policies have been turning to domestic business circles with their proposals, 
it has generally become apparent that, given the limited savings capacity of 
these countr-ies, the capital outlays required for the take-over of public 
enterprises exceeds available domestic resources, and hence the search for 
foreign investors. Even this alternative encounters serious limitations in 
the case of the ACP/SSA, as their ability to attract foreign investment is 
impeded by their small domestic markets, lar~ ot skilled labour, and 
inadequate infrastructure. Given the great number o' ~'ublir enterprises 111 

need of rehabilitation, go\."ernments must deciae how 111uch, if any, of the 
country's manufacturing sector they want to see in fo: ~gn ~1a:ids, and on whi•:h 
discounts they are prepared to sell the enterprises built up with substantial 
capital outtays. Cnlike equi\·alent policies in developed l'r.•rntries, s11d1 as 
France and the Lnited Kingdom, where privatiza:ion tlf p•)"'erful monnpvl i.~s or 
internationally competitive ruajor firms have raised enormous sums for the 
national treasuries in ACP very large conress iors usr;.d ly have to bt.: made to 
induce private buyers to take on weakening assets. Thus in Togo, for 
instance, ~here State corporations were sold to the private sector at very low 
valuations, the i11U1ediate, once-.1nd-for-all benefits to the national budget 
may be outweighed by the longer-term effects on the economy as a whole. In 
addition, for a number of ACP Stales with a heavily subsidized public 
enterprise sector, privati;r.ation (hrough foreign investment is not a viable 
option, as no investor is likely to be prepared lo buy loss-making enterprises 
whose long-term profit prospects are doubtful without eno1·mous loc:al subsidies 
and long-term co11cessions. 

Regional co-ordination of national privatiz?tion 3trategies C"Ould serve 
to increase the attractiveness of potentially viable enterprises to foreign 
investors, since it c:ould serve as a mechanism for widening the market and 
eliminating production du!Jlication. Regional based public firms (created out 
of the amalgamation of national public: enterprises) would enjoy similar 
advantages. An effective privatization progra!Mle in the ACP/SSA region would 
require not just the reorganization of national ministries, development 
financing c:o1·po::-ations, and parastatals, 1 / but the e:re;ition of a regional 
ins~itutional network for policy co-ordination anti the establishment ar.d 
sustainanc:e of regional privatization and regional pub! ir. scrl<>• 
re-organization prograllU!les. Both the EC and ACP Scrr~tariats and U~-has~rl 

agenr.ies <'.onr:erned with industrial development can play a key role in the 
development of a regional institutional and poli,~y framewnrk for the 
harmonization of national priv.:ttiz<ition and public ser.lor rationali?.ation 
programmes and strategies. lhe 1.urrent negotiations coulrl, therefon?, 
seriously address this question. 

I/ As reC"ornmenderl hy the worlri Bank in relati:Jn to the naliona'I SAF 
progrrinuncs. 
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Future policies could make a major contribution to upgrading industrial 
capabilities. In a macro-policy environment conducive to rehabilitation and 
growth, industrial co-operation could give priority to raising indt·strial 
capabilities in the following areas: 

a) Indust~ial p!~ni!'B has rema~ned a relatively 
undeveloped area in ACP/SSA in fllOSt countries. There 
is scope for improvement in project selection with a 
clearer set of criteria for rehabilitation and for 
ridding economies of the !>urden of "~:hite elephants"; 
project initiation should be r.o-ordinated and 
moni ored at the national ~nd re~ional level to assess 
the overall impact of industrial projects on foreign 
exchang~ and other resource requirements; linkages 
should be developed between the private and public 
sectors. 

o) The three main areas identified as gaps in industrial 
capabilities in ACP/SSA, namf".ly, entr~..E.!:~ne1!r:~!:!i.E• 
ma!'~ge!"e.!'~• and ~echnQlosy. require major initiatives. 
The existing instnunents available to implement the 
Lome objectives need to be considered in the light of 
their effectiveness in up-grading industrial ca pa bi l­
It 1es. The new round of negotiations could help to 
bridge the "missing middle" between intermediate and 
informal parts of the small-scale sector and the 
medium-- and large-scale industrial sector. The case 
for an Intra-ACP Fae i l i ty should be examined. It was 
al ready ,iccepted by the EC that industrial experts 
should be appointed on a regional basis. 

c) There is an increased aware~ess of the need to improve 
the process of project preparation and s~lectiun. 

' 
Pre-investment studies, are often undertaken by 
parties which have an ~nv~stment stake. This has 
led to grave and oftP,n unre1'.tifiable : :stakes. 
Feasibility and pre-i~vestment activities should 
be conducted as far as possible by neutral 
agenr.ies. t.:NIDO can play an important role in 
this respect. 

There is also a need to improve contrar.t 
negotiation. An ef fo~t could be made to reduce 
the I iabi l i ty of A.CP governments in ttae r.ase of 
delivery hold-ups, and construction delays. 
Assistance is needed in improv'ng ACP negotiating 
capacity, and regional co-oriination can also 
prove beneficial in this resper.t. 

Equipment supplies to ACP projects 
he en suh-s t<tnda rd. A co-ordinated 
acqui5ition and pronurement policy 
relevant m.irkct inforrn.1t ion could be 
priority, and more' competition 
introduced into procurement. 

have often 
ter.hnolugy 
based on 

given nigh 
could be 
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Neglect of project appraisal could lead to high 
economic costs. Project monitoring on a 
continuous basis 'would be helpful, particularly 
in view of rapidly changing international price 
structures. 

In drawing up the, indicative progranwne within the 
framework of ACP-,EC co-operation, initiatives in 
the manufactudng, sector could be supported by 
substar.tial techrical assistance from other 
orgaflizations in ~ull co-operation with UNIDO. 

' 
In additior., di,fferent interest groups, for 
example the local, private sector, the different 
m1n1stries (not pnly the Ministry of Finance), 
regional/conmercial banks, representatives from 
loca 1 Chambers of, CoDlllerce. could participate in 
the dialogue , determining the Indicative 
Progranme. Consideration could also be given to 
the different i,nterest gr-cups making direct 
requests to the , EDF, for example to subsidize 
exploratory miss,ions to identify investment 
opportunities. and/or ~o have an Investment 
Promotion F·md. , It would also be necessary to 
improve co-ordination with Regional Development 
Banks, and other multilateral agency initiatives, 
for example, n·c. , 

d) A key feature in pu~suing industrialization through 
encouraging the entrepreneurial development and 
private investment is 1that priorities for industry are 
determined E- imarily by the private sector. However, 
in co-operating with' the private sector, and in 
influencing the prior1t1es of the public sector, 
certain priority are<\s may be specified - for ACP/SSA 
in particular: 

small- and medium~sizcd enterprises; 

manufacturing act'ivities located in rural areas 
and sma 11 :.;ernnda ty towns; 

manufacturing activities 
processing, upstream and 
rultural products~ 

which are 
downstream, 

1 inked to 
of agri-

manuf art11r ing ac:t'i vi ties which create employment, 
develop linkages~ and industrial capabilities, 
and use appro~riate technology; 

mel<tl-working and' mcr.hanical engineering 'deserve 
partirulctr attention since they usually' play a 
pivotctl role in development. 
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For the Caribbean and Pacific (.Ountrits the following areas have been 
identified : 

Agro-based and marine-::-esource based industries have become priority 
industries in development strategies which seek to promote forward 
and backward linkages betwetn economic sectors and which aim at 
reducing the island countries vulnerablilities to adverse external 
economic shocks. Indeed, the need for structural change in the 
island economies is most evident in these industries. 

In the field of food processing, there is need for harnessing 
linkages between agriculture and industry with greater focus on 
parallel diversification of both sectors; improved processing and 
supply for domestic markets; and higher degrt::e of processing for 
export market;; with emphasis on creating market niches for high 
value-added product~ with the support of good export promotional 
initiatives and marketing techniques. 

In the field of marine-resource based industrial development, new 
concepts and integrated approaches would need to be promoted with a 
focus on developing and improving: aquaculture and mariculture; 
sea-food processing and distribution; fishery gear equipment and 
technology; boat building and repair facilities; salt processing; 
marine biotechnology for food, pharmaceutical and chemical 
production, including utilization of sea-weed; leather production 
based on fish skin; and marine cottage industry and handicraft (such 
as pearl buttons). Industrial opportunities ar1s1ng from marine 
resources are far greater than generally recognized, not least due to 
the UN sponsored Convention of the Law of the Sea. 

Other marine resources with long-term development t:''ltential include 
hydrocarbons, manganese modules, phosphate and heavy mineral 
deposit.s, etc. In most cases the exploitation of such resources is 
at the limits of current mining technologies af'd is normally beyond 
the financial and development capabilities of almost all the islands 
unless there is major participation by external interests. There is 
also need for improving development technique~ for surveying and 
assessing marine resource potential and for the development of 
alternative ocean-based energy sources. 

There is a general consensus that some key inst i tut iona 1 instruments 
within the Lome framework would need to be improved to assist manufacturing 
sector growth in ACP. Such i:nprovements, for example, with respect to the 
role of the CDI and EIB, the strengthening of the ACP Secretariat, the 
establishment of regional based institutions for the harmonization of national 
privatization and public sector rationalization strategies and the involvement 
of the EC in the SAF process have been s;:-ecified in this Chapter. The ACP 
States have convnissioned no independent research on ind.1strial ization, given 
inadequate resourr.es. Hence F.C conunissioned studies form the main basis of 
evidenr.c for evaluationg performance and shaping rec:o1nne;1dations. Additional 
efforts to condun in-depth n~searr.h could enable the ACP States to identify 
and assess their neerls and opportunities, resources and constraints, issues 
and optio11s and pol ides and strategies in the .field of industry. As part of 
this exercise, linkages coulrl be strengthened with r.oncerned international 
age11des, ind1;din·, UJl.iI!JO. 
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kW A 

LIST OF ACP STATES 



A.~GOLA (o) 
ANTIGUA AND BARBUDA (*) 
BAHAMAS 
BARBADOS 
BELIZE (*) 
BENIN (*) 
BOTSWANA (*) 
BURKINA FASO (*) 
BURUNDI (*) 
CAMEROON 
CAPA VERDE (*) 
CENTRAL AFRICAN REPUBLIC (*) 
CHAD (*) 
COMOROS (*) 
CONGO 
DJIBOUTI (*) 
DOMINICA (*) 
EQUATORIAL GUINEA (*) 
ETHIOPIA (*) 
FIJI 
GABON 
GAMBIA (*) 
GHANA 
GRENADA ( 'f< ) 

GUINEA (*) 
GUINEA BISSAU (*) 
GUYANA 
IVORY COAST 
JAMAICA 
KENYA 
KIRIBATI (*) 
LESOTHO (*) 
LIRERIA 
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Al\NEX A 

LIST OF ACP STATES 

MADAGASCAR 
MALAWI (*) 
MALI (*) 
MAURITANIA (*) 
MAURITIUS 
MOZA..~BIQUE (*) (o) 
NIGER (*) 
NIGERIA 
PAPUA NEW GUINEA 
RWANDA (*) 
ST KITTS AND NEVIS (*) 
SAINT LUCIA (*) 
ST VINCENT AND GRENADINES (*~ 
SAO TOME AND PRINCUE (*) 

SENEGAL 
SEYCHELLES (*) 
SIERRA LEONE (*) ' 
SOLOMON ISLANDS (*,) 

SOMALIA (*) 
SUDAN (*) 
SURINAME 
SWAZILAND (*) 
TANZANIA (*) 
TOGO (*) 
TONGO (*) 
TRINIDAD AND TORAGO 
TUVALU (*) 
UGANDA (*) 
WESTERN SAMOA (*)' 
VANUATU (*) 
ZAIRE 
ZAMBIA 
ZIMBABWE 

----·-----·---------------- -----· -----··------------1 -·--- -- -----i-·-----·-- - -- ---
' 

(*) I.cast De~cloped ACP' Slates un<kr Lome II. 
('') Member Stales since' Lome.'~ III. 
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,\NNl-:X Ii 

Sl:-JJ:c:n-l J T nu:s t ... ~I J ART! <1.ES OF [ft-ii-: I [ ( 

TITLE III 

INDUSTRIAL DEVELOPMENT 

ARTICLE 60 

The COtmDUnlty and the ACP States, acknowledging that 

industrialization ls a drlvlng Cerce in brlnglng about 

balanced and diversified economic and social development 

and creating conditions conducive to the attainment or 

the ACP States• collective self-reliance, agree to promote 

!nrtustrlal development ln the ACP States with a view to 

provlrtlng them with a framework for strengthening their 

development efforts and increasing their share or world trade. 

ARTICLE 61 

The aim of in~ustrial co-operation between the Community and 

the ACP States shall be, ln particular, to derive full 

benefit from those States• human and natural resources 

t~rough the modernization or their societies, to crea~e 

jobs, to generate and distribute income, to facilitate 

the transfer or technology and Its adaptation to conditions 

In the ACP States and their specific needs, to roster 

complementarity or the different branches or industry and 

between industry and the rural sector in order to make full 

use or that sector's potential, and to promote new 

relations or dynamic complementarity in the industrial 

field between the Community and the ACP States. 

Account shall be taken in industrial co-operation of the need 

to establish and strengthen an economic, technical, social 

and Institutional environment conducive to lndustrl->.llzation. 

Emphasis shall be placed ~n the development of all types of 

appropriate industries, training and co-operatlor. bet...,een 

f1nns in the Member States of the Co1M1unlty aN~ •n the 

ACP States. 

In pursuit of these alms, the Contracting Parties shall have 

recourse to, In addition to the specific provisions on 

Industrial co-operation, those ~• trade, trade promotion 

for AGP products and private Investment. 

ARTICl.f. f>? 

In order to Implement industrial co-operation. Uie Community 

shal I help cdrry out progranvnes, proJP.cts and operation,, 

submitted to It on the Initiative or with the agreement of 

thr AC:P Stat~s~ To lhifi end, it !'-.hall u:;r all th~ mctann 

provtd~d in thtfi Conv~ntion, notn.,ly tho~~ at its rll~'>o~al 

unr1er financial and trchnlcal co-operation and, In partl~ular, 

thrit.e which are th<- re:;ponsl bl 1 i fy of th<' f:uropl'an Jnv,.r,1m,.nf 

ftank (hr.rrsuaftrr rrrrrrrd t.o a!', Uir .. B.1nk;"), w1 fht)uf. 

prPJw1lr.r. l() oprr,tf tr1n~., to a:;~tr.f A(".'f' ~a;11r:;, In mohtl i1.tnP, 
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Industrial co-,)pt•r..lt lt)f\ ~1nJ~ramn1•.!'!i. ~·:·,\-~•·, • · .:.tit-~ ~,t •·:..it 1or1·· 

which involv·· Cormr.•.Jnl ty r1n~n1_:;.n,.: ~.~: .•• l t .. lr.t,•l•·ll't•:n':.•"! lrL 

conformity with T1tl•: l Ir. E'.trt Thr•···. ··~ ':.~ii:; 

Convention. h:ivint-: r·t"·,.· .. ir·1 t•J th,• p.:.i.:·t ?.\ •••. 1r-

characteri!-~tii:·:; of a11: o,_ .. ,·ration:J in Ua" ln·Ju:;tr1al · ··-·t·1r. 

ARTICLE 63 

The Community shall assist the ACP States in the improvement 

or their institutional framework, reinforcement of their 

financing institutions, the establishment, rehabilitation 

and improv~~ent of industry-related infrastructure and in 

their efforts to integrate industrial structures and regionai 

and inter-regional markets. 

ARTICLE 64 

On the basis of a req est from an ACP State, the Community 

shall provide the assistance required ln the field or 

industrial training at all levels, bearing notably on the 

evaluation of inJustrial training needs and the establishment 

or corresponding progranunes, the setting-up and operation 

or national or regional ACP industrial training establishments, 

training for ACP nationals in appropriate establishments, 

on-the-job training both in the Community and in the ACP 

States and also co-operation between industrial training 

establishm~nts in the Community and in the ACP States, and 

between the latter and those or other developing countries. 

AHICLE 65 

The Community shall assist in the establ1st1ment and 

expansion of all types or viable enterprise which have 

been identified by the ACP States as important in terms 

of their development objective~. 

The Community and the ACP States shall place special 

emphasis on the restoration, upgrad!ng, rPorganization 

or restructuring of existing industrial Cdpacities which 

are viable but temporarily out or action or r·erformlng 

badly and also on the maintenance or plant ar.d eriuipmenl 

and or enterprises and, for this purpose, lndJ5trial 

co-operation shall be focused on assistance for the start-up 

or rehabilitation or such enterprises and on the relevant 

fol"ITls of training at all levels. 

Particular a~tention shall be paid to 

- industries for the domestic processing o( ACP raw 

materials; 

- agro-industr1es; 

- integral industries copahle of creating links brtw~en 

the different sector<; of the economy; 

- industries which have a favourable effect nn rm1.loy,,,,.nl, 

the trade balance and reglnnal Integration. 

Cnmmuo1I ty flnanclnF, 11hal l t;1kf' thr form, as " matter of 

priority, nf lonni; from thr flank on I ti; own rrc.nurr.I':; """ 

of rl11k cnpltnl, t.hPllr brlnP, thr nprclflr. fln.rnrlnP, mrU10r1" 

for ln<lur.! rial ""!.rrprlt!I' . 
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Af.Tlct~: •·•· 

Tht~ Comm,Jntty ~hall •.>>ntrtl.u.J.t,.. tn a ~•p1r1t nf mut11.:tl int'-·r~st 

t•> th"" c11"vf&loprr:~r~~ ,>f .a.rP-F.F.C:- an<i intr.t-A.CP co-op~ratton 

t.J~twie-f"'n •~nt~rpris.,~; by tn!'orm.:i ... ion anc1 in·i~.,~r:.ri.al promotion 

.:ict 1vi t it""S. 

The aim af such activities shall be to intensify the regular 

exchange of information, organlze the contacts requlred ln 

the industrial sphere between lndustrlal policy-•akers, 

promo:ers and economic operators from the Community and the 

~C? States, carry out studies, notably feasibility studies, 

facilitate the establishment and operation of ACP industrial 

promotion bodi~s and foster joint investment, subcontracting 

arrangements and any other fon11 of industrial co-operation 

between ~ndertaklngs in the Member States of the Ca....unity 

and in the ACP States. 

ARTICi..£ 67 

The Comn:uni ty shd l contribute to the establishment and develoo­

ment of small and medium-si~ed enterprises in the artisanal, 

commercial, service and industrial sectors in view of the 

essential role th~t these enterprises play in the modern and 

informal sectors in building up a diversified economic fabric 

and in the general development of the ACP co•Jntries, and in 

view of the advantages they offer as regards the acquisition 

o! skills, the integrated transfer and adaptation of 

appropriate technology and opportunities for taking the best 

advantage of local manpo~er. The Community can also help with 

sector evaluation and the establishment of action programmes, 

with the setting-up of appropriate infrastructure, the 

establishment, strengthening and operation of institutions 

providing information, promotion, ex~ension, training, credit 

or guarantee and transfer of technology facilities. 

"l"he Community and the ACP States shall encourage co-operation 

and contact between small and medium-sized enterprises in the 

Member States and the ACP States. 

ARTICLE 68 

With a vlew to ass,isting the ACP States to develop thelr 

technological base, and indigenous capacity !or scientific and 
technological deve,lopment and facilitating the acquisl tlon, 

transfer and adapt,ation of technology on terms that wU l seek 

to brlng about the greatest possible benefits and minimize 

costs, the Commun~ty, through the instruments of financial and 

technical co-operation, is prepared, inter alla, to contribute 

to: 

(a) the establishment and strengthening of industry-related 

scientific and technical infrastructure in the ACP 3tates; 

(b) the drawlng""\.lp and implementation of research and 

development programmes; 

(c) the identification and creation of opportunities for 

collaboration' among research i11stl tutes, instl tut ions or 

higher learning and enterprises of ACP States, the 

Communltyr the Member States and other countries; 

('d) the estab'll shm<!nt and promotion of act I vi ti <!8 aimed at 

th<! consolidation of appropriate lndlgenou~ technology 

and the •cqu~sltlon of relevant forP!gn technology, In 

partlcul•r that of other developing countrlcG; 
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(el the identiflcation. evaluation and acquislt1~n of 

industrial technclogy Including the neg~tlatlon on 

favourable termas and conditions or foreign technology, 

patents and other industrial property. ln partlcular 

through financing or through other suitabl~ arrangements 

wlth firms and institutions withln the Coamunlty; 

(f) providing ACP States with advisory services r~r the 

preparation or regulations goven\ing the transfer or 

technology and for the aupply or available info,...tion, 

in particular on the teras •..nd conditions or techn<>lo&Y 

contracts, the types and sources or technology. and the 

experience or ACP States and other countries with the use 

or certain types or technology; 

(g) the promiotion or technology co-operation between ACP 

States and between theta and other developing countries in 

order to make tha best use or any particularly appropriate 

scientific and technical facilities they may possess; 

(h) facilitating, wherever possible, access to and use o! 

documentary and other data sources available in the 

Comunity. 

ARTICLE 69 

Ir order to enable the ACP States to obtain full benefit from 

the trade arrangements and other provisions o! this Convention, 

promotion schemes shall be undertaken for the marketing or 

ACP States' industrial products on both Community and other 

external markets, and also in order to stimulate and develop 

trade in industrial products among the ACP States. Such 

schemes shall cover market research, marketing and the quality 

and standardization or manufactured goods, in accordance with 

Articles 190 and 191 and taking into account 

Articles 9S and 96. 

ARTICLE 70 

1. A Committee on Industrial Co-operation, supervised by the 

Committee of Ambassadors, shall: 

(a) review progress made with the overall 1ndustr1a,l 

co-operation programme resulting from this Convention and, 

'4here appropriate, submit reco111111endat1ons to th,e 

Committee of Ambassadors; 

(b) examine problems and policy issues in the field or 

industrial co-operation submitted to it by the ,ACP States 

or by the Community, and make any appropriate ~roposals; 

(c) organize, at the request of the Community or of the ACP 

States, a review or trends in indu5trial policies of the 

ACP States e~d of the Member State5 a5 well a5, 

t1cvelopments in the world Industrial situation, with a 

view to exchanging inform3tlon necessary for Improving 

lnduntrlal co-operation and facilitating the l,ndustrlal 

t1~vclopment or the AC" States; 
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(d) establ lsh the general strategy or the Centr,· !or the 

Develoi-ent o! lndus~ry referred to ln Article 71. appoint 

the dlrector and deputy director, nomlnate the •e•bers or 

the Cove"'lng Board. appoint the two audltors. apportion, 

on an annual basis. the overall !lnanclal allocation 

provlded ror ln Article 73(4) and exaalne. on the basis 

or the Centre's annual report, the deploy•ent or these 

resources in order to assess whether the Centre•s 

activities are in conform!ty with the objectives assigned 

to it in this Convention and report to the Ca..ittee or 

Ambassadors and, through it, to t~e Council or Ministers; 

(e) carry out such other duties as may be assigned to it by 

the COllllittee of Almbassadors; 

2. The composition or the Comeittee on Industrial 

Co-operation and the detailed rules for ~ts operation shall 

be determined by the Council o! Mlnlsters. 

ARTICLE 71 

The Centre for the Development or Industry shall help to 

establish and strengthen industrial enterprises in the 

ACP States, particularly by encouraging joi.lt initiatives 

by economic operators o! the Community and the ACP States. 

As a practlcal operational instrument, the Centre shall 

assist in the identification, promotion and i...plementation 

o! viable industrial projects that meet the needs or ACP 

States, taking special account or domestic and exte"'al 

market opportunities and possibilltles for the processing 

of local raw materials while making optimum use of the 

ACP States• endowments by way of factors of production. 

In its efforts to help in establishing and strengthening 

industrial undertakings in the ACP States, the Centre shall 

adopt appropriate measure~ within the limits of its resources 

and its functions, In the field of transfer and development 

of technology, industrial training and in!o:"lllation. 

In carrying out the above tasks, the Centre shall take care 

to operate selectively by giving priority to small and 

medium-sized Industrial enterprises and rehabilitation 

operations, and restorlng existing viable Industrial 

capacities to full utilization. It shall place special 

emphasis on opportunities for joint ventures and 

subcontracting. 

The Centre shall act In close co-operation with the ACP States, 

the Member States and also the Commission and the Bank within 

their respective areas of responsibility. Its activity shall 

be subject to periodic evaluation. 

ARTICLE 72 

In the framework of the objectives set out In Article 71, 

the Centre's functions shall be to: 

(a) g11t.h"r and dlssemlnatr. all relevant information 

concerning trendc. In Industrial sectors In the 

Community and lhl! ACP State11; 



- 115 -

(tl) ,-arry out stu•tl~s. market resean:h anc1 evaluatlon 

vork and gath'r and c1lss~lnate all relevant information 

on the ln•1ustraal co-operation situation and opportc'\itl4'S 

and notably on the econoalc enviro..,ent, the treatment 

vhich would-b4' investors oa&y e•pect and the potential of 

viable inc1ustrial projects; 

(c) Identify industrial policy...U.ers, promoters and 

economic and financial operators in the COlllMA'lity 

and ACP States, and organize and facilitate contacts 

and meetings or all kinds between the•; 

(d) carry out studies and appraisals ai•ed at identifying 

practical opportunities ror industrial co-operation 

with the Community in order to promote the industrial 

development or the ACP States, and at racilitating the 

il!plementation or appropriate schemes; 

(e) supply information and also specific advisory services 

and expertise, including feasibility studies, with a 

view to expediting the establishment or restoration 

or industrial enterprises; 

(f) identify potential partners or the AC7 States and the 

Connunity for joint investment operations and assist in 

the implementation and follow-up; 

(g) identify and evaluate, on the basis or needs 

indicated by ACP States, opportunities for industrial 

training. chiefly on-the-job, to meet requirements of 

existing as well as projected industrial undertakings 

in ACP States and, where appropriate, assist in the 

implementation or appropriate schemes; 

(h) identify, collect, evaluate and supply information 

and advice on the acquisition, adaptation and 

development of appr~priate industrial technology 

relating to specific projects and, where appropriate, 

assist in the setting-up or experimental or demonstration 

schemes; 

(i) identify, appraise, evaluate, promote and assist in 

the implementation oi viable industrial projects 

of the ACP States; 

(J) help, In app~opriate cases, to promote the marketing 

of ACP n1anufactures on their domestic markets and on 

the markets or the other ACP States and the Community 

in order to encourage optimum exploitation of installed 

or projected Industrial capacity; 

(kl Identify and provide Information on pos ;lb!~ sources 

or financing and, where necessary, assist in the 

mohl l lzatlon of fund~ from these sources for industrial 

projects In ACP States. 
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ARTICLE 7 l 

I. Th,. (".,ntr., sh<>l 1 b., h.,ad.,d by a d1r,.c-l·>r a:>s1:;t~ol l>y a 

,t ... puty d1r--c-t.or. both uf whom sh.3.ll b~ appo..Jint~-.! ~y th,,.. 

L0 ,'<'llll1tt.,.,. on Ir.dustrlal Co-opf'r<1ttun. 

1. A JOlnt Governing Board shall: 

(a) advise and back up the director in providing lmpetus and 

motivation and •anaglng the Cent~; 

(b) take the following decisions: 

- a~prove the budgets and annual accounts; 

- establish ..ultlannual and annual progra.mes of 

act1v1t1es; 

- approve the annual report; 

- establish the organizational structures, staffing 

policy and establishment plan. 

(c} transmit an annual report to the Cocnmittee on Industrial 

Co-operation. 

J. Th., Governing Board shall be composed of persons with 

subst'lntial experience in the private or public Industrial and 

banking sectors or in industrial development pl'lnning and pro­

motion. They shall be chosen on a personal basis on the r,rounds 

of their qualifi~ations from among nationals of the States 

party to this Convention and appointed by the Committee 

according to the procedures laid down by it. A represen-

tative of t~e Commission and of the Bank shall take part 

in the Board's proceedings. The secretariat shall be 

provided by the Centre. 

4. The Community shall contribute tot.he financing of the 

Centre's budget by means of a separate allocation or a 

maximum o,f 40 million ECU taken from the resources ear­

marked under Article 112 for the funding of regional 

ca-opera~lon projects. 

S. Two auditors appointed by the Committee shall audit 

the financial manage~ent of the Centre. 

6. Th~ Centre's statute, financial and staff regulations 

ant1 rule" of procedure shall be adopte~ by t~e Council of 

Hinl3ters on a proposal from the Corrvn1ttee o,f Ambassadors 

after the entry into fore~ of this Convr.ntl~n. 

ARTICLE 74 

Jn Implementing this Tltlr., the Community shall pay special 

att~ntlnh tn the nprclflc nr.~d5 and problems of the leant­

,,,..,,. I opr/1, I and! orkr.d and Isl and ~tat"s. not,abl y In thP. 

fnt InwlnP, rtr~a~: 

rtrvr)of1mrnr anrt f1n.tf1r'1'1P. of r,rhfl'mr;, lr1 f,1vr111r or ~m;tl 1 

.\f\•i m,,q111m ·.t/'"1 tr1•!11~.t.rlnl ('fltrrprl~.,.~.; 
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- .t.·!···l'J \!.•~ tr-.t::.!11:~,.~ tn th~ scie-nt1fl'-.. a.nd technac-31 art."'~;. 

Th<' Centr" for th" t•"v"lopm<'nt of Industry shall pay sp-,·1al 

att.-nt1on to th<' sp<'ctfic probl~ that arise as regards 

promvtion of industrialization activities of the least­

dev.,loped. landlock<'d and island ACP States. 

At the request of one or •ore least-developed ACP States. 

the Centre shall grant special assistance for identifying 

on the spot, exam1n1ng. assessing, preparing. promotin£ 

and assisting in the impl~ntation of industrial projects 

in the ACP State concerned. 

Chapter 3 

Technical co-operation 

ARTICLE 207 

1. The purpose of technical co-operation shall be to provide 

enhanced support for the developaent of human resources in 

the ACP States. 

2. Where such co-operation involves the provision of 

external supplementary h..aan resources, then as a basic 

principle: 

(a) such support through the provision of technical 

assistance personnel (consultancy firas, consulting 

engineers or experts, training or research institutions) 

shall be made available only at the request of the 

ACP State or States concerned; 

(b) however, arrangements shall be ••de to train local 

personnel so as to phase out technical assistance and to 

staff projects entirely with ACP nationals on a permanent 

basis; 

(c) the co-operation shall include arrangements to enhance 

the capacity of the ACP States to build up their own 

expertise and improve the technical skills of their own 

consultants. consulting firms and experts. In 

furtherance of this, effective training of local personnel 

shall be part of the assig11111ent of technical assistance 

personnel; 

(d) the experts provided ur.der this co-operation shall be 

qualified for the specific tasks as defined in the ACP 

request. 

.1. Thr. ,-;r.rvlc" ,·,mlrac;ts under which technical as,;lstan~r.' 

pr.r,;onnr.I Is to hr. rr.crul ted shall include tt1ose covering 

the rf!crul tmr.nl of consultants and other technical 

c.pr.clallr.l.s; lhr.y '.;hall be negotiated, drawn up an<I conclJdr.<l 

by the ACP Stalr. roncr.rned subject to thf! agreement of lh~ 

Com11lsr.lon del"Rof.r. 
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c. The COlllm\lt\ity s.~all take practical •easu~s to lncr~ase 

and iimprove the tnro~tion placed at the disposal of 

ACP States concerning the avallablllty and qualtricat1ons of 

~levant speciallsts. 

ARTICLE 208 

l. Tech..~ical co-operation~ be either linked with 

operation• or or a aeneral nature. 

2. Technical co-operation linked vi th operations shall 

comprlae lnter alia: 

(a) developeent atudies; 

(b) technical, econoalc, financial and c~rcial studies, 

and research and surveys required to prepare projects or 

proar-s; 

(c) help with the preparation or doaaiers; 

(d) t.elp vlth the execution and supervision or works; 

(e) temporarily -etlng the cost or technicians and providing 

the resources needed ror the• to accomplish their 

assignments; 

(r) techr.ical co-operation -asures which may be required 

temporarily to penait the establishment. launching. 

operation and maintenance or a specific project; 

(g) atd ror the evaluation or operations; 

(h) integrated training, infor111ation and research prograames. 

3. General technical co-operation shal' comprise inter alla: 

(a) studies or the prospects and resources for economic 

development and dlverslficatlon in the ACP States, and or 

problems or interest to groups or ACP States or to the 

ACP States as a whole; 

(b) sectoral or product studies; 

(c) the provlslon or experts, advisers, technlclans and 

instructors for, spec1r1c assignments and ror llmlted 

periods; 

(d) the supply or trstructlonal, experimentation, research 

and demonstratl~n equipment; 

(e) general lnfonna,tlon and doc1.1111entatlon to pr()jllOte the 

develop-nt or ,the ACP States and the achievement or the 

alms or co-ope~atlon; 

(r) exchanges or e~ecutlve and specialized start, students. 

research worke~s, lllOtlvators and heads of social or 

cultural group~ or associations; 

(g) the granting o~ study or training awards, particularly 

to persons alr~sdy In employment and requiring further 

training; 

(h) the organlzatl~n or 8emlnars or ses5lons for training, 

Information and further training; 
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( l l th .. s"tttnR-U? or strength.,nlng or lr.!'l:"!llatlon an<J 

"1·..lCUt!l~nt.tt1on 1nstnm~nts. partlcula:--ly fl.l:"' f"'JtCh~~.ng··s o! 

lmv,..-hv"'. "'"thods and ""P"r1.,nc" b"t"'""n ACP Stat"'" 

an~ bet"'""" the• 30d the Co..auntty; 

(J) co-operatlon ~tween or tv1nn1ng of ACP lnst1tutions or 

Coma:un1ty and ACP States' institutions. particularly 

universltles and other ACP and EEC training and research 

establ1sr.ents; 

(k) support for particularly representative cultural events. 

ARTICLE 209 

1. Technical co-operation shall be provided under service 

contracts concluded with Individual experts, or consultancy 

firms. tr•ining and research institutions, or exceptionally, 

by direct labour. 

The chOice of whether to use the services of consultancy 

firms or of ellp-erts recruited Individually shall take account 

or the nature or the problems and the scale and compl .. xlty 

of the technical means and management resources required, as 

veil as the comparative cost of each or the two solutions. 

2. The criteria to be observed In the choice of technical 

co-operation contractors and their stare shall refer to: 

(a) professional skills (technical and training ability) and 

human qualities; 

(b) respect ror the cultural values and the political and 

adllllnistrative circumstances or the ACP State or States 

concerned; 

(cl knowledge or the language necessary for the execution or 

the contract; 

(d) practical experience of problems or t~e type to be dealt 

with; 

(e) cost. 

3. Given equal competence, preference shall be given to 

ACP States' experts, Institutions or consultancy firms. 

4. The recruitment or technical co-operation staff, the 

determination of their alms and functions and duratiJn or 

their mission:;, their remuneration and the ways in which 

they contribute to the development or the ACP States to 

which they are sent, must conform to the principles for 

technical co-operation policy laid down in Article 207. 

The procedures to be applied ln this context must ensure 

objectivity ln terms or the choice and quality or the 

srrvlccs provided. The following additional principles 

shall also apply: 

(a) rc~rultment shall br. carried out by the national 

Institution~ that will use the technical asslstan~c. 

wll.h th" help nf thr Commission and Its deleR'ltr; 

Ch) d•Jf' -•r:r:<JIHlt. :ihall h~ tak~n of the avatlah111ty or 

·,111t.1t1lr r:,.tr11Jlf1,;tf.f":., rtr-rordinp, to thr i:::rttrrln 

1•:,1.1td 1~;t1rd 1n paragrai1h <, rcslrJlnR ln th'! AC:P :itnT.r 

1 '·,,.Ir ,,r tn t.hr rf"glon~ 
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(cj ~!!orl~ Sh3!l b~ m3d~ to factlll3t~ dlr~ct contact 

~·~lV•"'~rl 3. C3..•lf11d3te" alld th"' (UtU~ US~(' Of th~ 

t••chntca.l a!i.s1~ta..,,c-~~ 

ARTICLE 210 

l. Service contracts Shall be awarded on the basts ot 

restricted lnvitatlonis to tender. 

2. Certain contracts. however. -:r be -arcled by direct 

ag~nt. notably ln the tollovlnc caaea: 

- .-11-acale or ..-.Ort-tel"9 operatlona; 

- operatlona ... igned to lndlvldual experta; 

- operations contlnutnc othen already in hand; 

- tollowtnc an W\Succeaarul lnvitatton to tender. 

3. (a) Where an ACP State has. wlthln lta ~lnlatratlve 

and technical ata.C1'. national• .-Jttnc up a eubatantial 
part or the wortt rorce neceaaaey tor the perf ol"9&nee 

by dlrect labour ot a technical co-operation 
project. the Community shall contribute 

exceptionally to the costs ot the department involved 

by providtna equipment that it lacka, or supply the 

required addl tional ata.Ct' in the tol"9 ot experts 

tram another state. 

(b) The participation ot the COllllllUl\lty shall cover only 

costs incurred by auppl-ntary -aaurea and tniporary 

expenditure relatina to e~ecution atrlctly confined 
to the require.ents ot the project 1n question and 

anall ex~lude all operating expenditure ot • 
pel"9anent nature. 

4. The manner ln which the contract 1• to be awarded or 

the services undertaken shall be decided by aaree-nt 
between the COllllll1as1on and the ACP State concerned on 

the basts or the ACP State's needs and available resources. 

ARTICLE 211 

1. (al for each technical co-operation scheme tor which an 
1nv1tatlon to tender has been issued, a ahOrtllat 

or candidates CrOlll the "ember States or the ACP 

States ahall be drawn up, wlthln two llOflths ot 

the date or the request, by •creement betveen the 

comia1as1on and the ACP State concerned, where 

appropriate followinc prequall!lcatton; candidates 

shall be chosen by reference to their leaal and 

rtnanc lal at tuation, q·..1al1 Cicattona, experience. 

independence, ava1lab111ty and the criteria and 

principles set out in Article 209. 

(b) Depending on requlrellH!nts, the lnvltatlon to tender 

111ay cover: 

- the design or the r.o-operation ache19e ~d the 
services or stare resources to be depl~yed, the 

financial 1nro,....atlon being submitted ~t the same 
time but separately and the prices to ~e paid 

beln~ negotiated at a later ntsRe; 
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prices. where in special. well-rounded cases. 

the co-operation scheme ls or a less complez 

nature. 

(c) The invitation to tender d~ssier. drawn up by the 

ACP State in agree.ent with the C-iasion, shall 

contain details or the way in which tenders are to 

be presented end the criteria ror selection or the 

auccesatul tenderer, ..tK> must be chosen within 

thirty days or the date on which tenders are 

ez-ined. 

(d) Without prejudice to the reapectlve powers of the 

National Authorizing OCClcer and the delegate 

referred to IOI Artlclea 227 and 22~, the relevant 

authoritie~ or the ACP States shall award the contract 

aubjerc to the agre-nt or the C-ission. The 

tender selected ror each operation ... st be the moat 

advantageous one, account being taken notably or 

its technical qualities, the organization or and 

-thods proposed tor the services rendered, the 

competence, ezperl~nce and aptitude or the atatr 

employed tor the operation and, lra the ca.se referred 

to ln the second indent or subparagraph (b), the 

coat or the services. 

2. Vhere the procedure by direct agre-nt la applied, 

the aucceasrul candidate shall be chosen b. the ACP State 

on the basis or a Coa1iasion proposal. A candidate iae.y 

also be proposed by the ACP State. 

The ACP State shall be notltled or the CollAlaaion'a 

proposal wlthln one llOllth or making 1t• request. The ACP 

State shall take tta decision during the llOl\th following 

that notification. 

3. In order to speed up the procedures, service contracts, 

including those covering the recruitment or consultant• 

and other technical aaaiatance apecialiats, iae.y be 
negotiated, drawn up and concluded either by the National 

Authorizing Officer. on a proposal rroa ,the Comaiaaion or 

with its agree .. nt, or by the Coa1iaaion, on behalf or the 

ACP State concerned and with I.ta agree-1'\t, notably where 

urgent, •-11-acale or ahort-tera operat,iona are involved 

and in particular ror ezperta 1 aervlcea ,ln the preparation 

and ezecution or operations. , 

4. At the request' or the ACP' State concemed, the Coanisaion 

may recrul t and de'al vi th the' adllllniatratlve ronnal •. tlea !or 

lndlvldual technlc'al assllltance through 'its relevar1t agency. 

5. The fl""s In the ACP States, which ray be taken Into 

consideration ror 'technical co-ope,•atlori operations, shall 

be selected by agreement between the COll\mlaaion and the ACP 

State or States cdncemed. 

6. In ezceptlonal' cases and 'In agree•nt with the ColfJ11l1111lon, 

recourse •ay be had to c:>naul tancy fi ""9 or experts that 

are natlonala of third countr'lea. 
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ARTICLE 212 

1. Service contracts shall be negotiated, dr•~ted and 

concluded by the relevant authorities of the ACP States, 

in agree-nt with the Co.-iasion delegate, on the basis of 

general condi tiona applicable t > the -ard and perfonaan<:e 

of contracts which Shall be adopted b~ declalon of the 

Council of Klnlsters, at ita first meeting following the 

entry lnto force of this Convention. af'ter conaultatlon of 

the ACP-EEC C-ittee referred to in Article 193. 

2. Until the entry lnto force of the decision provided for 

ln paragraph l, the -•rd and performance of service contracts 

financed by the Fund llhal l be governed by the national 

legl~lation of the ACP States or their established practices 

regarding international contracts or, if the ACP States so 

wish, by the general clauses currently used in the contracts 

'inanced by the Fund. 

ARTICLE 213 

In order to enhance the ACP States' capacity to build up 

their technical skills and improve the know-how of their 

consultants, co-operation between conaultancy firms, 
conaulting engineera, experts and institutions of the Member 

States and those or the ACP States shall be encoupaged by 

-an• or temporary -aociationa. aubcontractina or the use of 

experts who are nationals of the ACP States in teams 

employed by consultancy firma, corusultina enaineera or 

institutions in the Meaber Statee or the Com11Unity. 

ARTICLE 214 

Technical co-operation shall provide support ror educ•tional 

and trainlna operations in accordance with Article 119. 



- 123 -

TITLE IV 

INVESTMENT, CAPITAi. MOVEMENTS, ESTABL!S!!"'HIT ANO SERVICES 

Chapter 

Investllll!nt 

ARTICLE 240 

The Contracting Parties recognize the importance of private 

investment for the promotion of their development co-operation 

and acknowledge in this respect the need to take such steps 

as would promote such inv~·stment. In this regard the 

Contracting Parties Jointly and severally agree to: 

(a) implement measures to encourage private economic operators 

who comply with the objectives and priorities of their 

development co-operation and with the appl"Opriate laws and 

regulations of their respective States to participate in 

their development efforts; 

(b) accord fair and equitable treatment to such investors, and 

encourage and create clear and stable conditions conducive 

to the participation of such investors; 

(c) maintain a predictable and secure investment climate and 

be prepared to enter into negotiations on agreements which 

will improve such a climate and, in so doing, further 
mutual interests; 

(d) promote effective ca-operation amongst their l'espect!.ve 
economic operators. 

ARTICl.E 241 

I. In order to accelerate further their development co­

operation and the expansion of directly productive investment. 

the Contracting Parties, using the technical and financial 

assistance provided within this Convention, agree to study 

measures which wlll facilitate an increa,;ed and more stable 

flow of private ~apital and which will further enhance: 

(a} joint financi'ng of produGtlve Investments with the 
private sect~r; 

(b} access by Interested ACP States to lntP.mational financial 
markets; 

(c} the activity 'and effectiveness of domestic financial 
markets. 

2. To this end, 'the Contracting Parties agree to review the 

economic, techntc'a1, legal :>r Institutional obstacle• which 

curreritly hamper 'such developments as well as the action 

requl red to remov'e these obs tac le11, wl th due respect tor 
lntematlonal comm! tmP.nts I In order to promote further the 
development, of productive Investment. 
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ARTICU: 242 

1. Taklng account or the llnk between investment declslons, 

the capacity or the ACP States to generate adequate export 

earnings to ser-vlce the lnvestaent and the ablllty effectively 

to support exlstlng and new productive investment, the 

COlllllWllty undertakes to explore w~a and means to provlde, 

w1th1n the rr.-work oC f1nanc1al and technical co-ope-rat:lon: 

(a) credit lines to finance imports oC interaedlate materials 

needed Cor the export lnduatrlea or a requeatlng 

ACP State; 

(b) appropriate i.nd effective support ror export promotion. 

2. Taklng account or the role or d019est:lc development 

r1nanclng lnstltutions as channel and intermediary Cor 

attracting private capital flows into development co­

operation, the Contracting Parties agree, within the framework 

or financial and technical co-operation, to encourage the 

setting-up or the strengthening or: 

(a) national or regional financing institutions to finance 

exports and guarantee export credits; 

(b) regional pay111ent mechanisms that would Cacllltate 

intra-ACP trade. 

ARTICLE 243 

1. The Contracting Parties affirm the need to promote and 

protect either party's investments on their respective 

territories, and ln this context affirm the importance or 

concluding between States, in their mutual interest, 

investment promotion and protection agreements which could 

also provide the basis ror insurance and guarantee schemes. 

2. In order to further encourage European investment in 

develop~ent projects or special 1aportance to, and promoted by, 

the ACP States, the Community and the Member States on the one 

hand, and the ACP States on the other, may also conclude 

agreements relating to specific projects or mutual interest 

where the Community and European enterprises contribute 

towards their financing. 

ARTICLE 244 

l. The Contracting Partl"S agree to undertake a joint sturiy or 

the scope and appropriate mechanisms or a Joint ACP-EEC 

lnsurllllt:e and guarantee system, complementary to existing 

national systems, that could have a P•>Slllve ef(ect on the 

flow of private-sector resources' from the Community to the 

ACP :;~ates. 

?. The Contracting Parties further agree to explore the use 

of prlv~te sector market lnsuran'ce to Insure 8ddltlonal prlv11t,. 

~l!lp 11.!ll 'flows to the ACP State•.' 
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AHTICLE ;?4~ 

In order to prom<Jl .. th<' d.-velopr..,nt of prlvat" tnv.,stment flo ... s. 

the Commun! ty and the ,.,;p States her.,by agree. "1 thin the 

!ramework of this Convention and tn co-operation with other 

Interested bodies. to: 

(a) encourage the flow of information on investment 

opportunities between financial or development finance 

institution~. other specialized financial institutions 

and other potential inv~stors and sponsors by organizing 

periodic investment p•omotion meetings, caking available 

periodic information on existing financial or other 

specialized institutions. their facilities and conditions 

and encouraging the establishment of focal points in 

ACP States; 

(b) make a detailed analysts. taking full account of work 

being done in other Institutions. of possible net increases 

in the flow of funds for investment financing· that might 

result from greater use of cofinancing and Joint ventures 

and, in this regard. enaL;e suggestions to be made to 

multilateral. regional and other institutions regarding 

ways and means or improving and increasing the number of 

such arrangements in order to expand the funds available 

to ACP States in the form of equity and long-term capital; 

(cl strengthen, with financial and technical assistance from 

the Commun! ty, existing act1 vi ue·s to promote European 

private investment in the ACP States by organizing 

discussions between any ACP State interested and potential 

private in~estors on the legal and financial framework 

which that ACP State offers or might offer to a potential 

investor; 

(d) encourage the dissemination. to all interested parties, of 

information on the nature and availability of investment 

guarantees and insurance mechanisms to facilitate investment 

in ACP States. and encourage or rrepare, wherever 

appropriate. the creation or expansion of such mechanisms 

in ACP States. if necessary in collaboration with other 

appropriate agencies; 

(e) provide assistance to small and medium-sized enterprises in 

ACP States in designing and obtaining equity and loan 

financing on optimal tenns and conditions; 

(f) explore ways and mean5 of overcoming or re~ucing the host 

country risk for lnd1vtdual lnvestm~nt projects that are 

in themselves viable and could contribute to economic 

progress; 

(g) help ACP States to: 

(il Improve the quality of feasibility studl~s and the 

preparation of projects with appropriate economic 

and flnanc.lal r.ffr.rt~; 

(11) tntroduc<' Integrated proj~ct management covering the 

entire projPct tlrv .. lopmenr cycle within the framework 

of thr. dev,.lopmr.nt progranlm<' of the State. 
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ARTICLE :'4~ 

l. Th•• Contra<:ttng Parties hereby recognize that the lea:;t-

,1 .. veloped, landlocked and lsland ACP States suffer from c.-rta111 

un1qu"' disadvantages whlch render them less attractive to 

private investment. 

2. Th~ Contracting Parties therefore commit themselves to 

undertaking, as soon as possible after the entry into force of 

this Convention, a joint study to identify the specific 

measures it may be aesirable to adopt in relation to those 

States in order to improve their attractiveness to investment. 

ARTIC'.E 247 

t. In order to improve understanding of the issues Involved 

in private-sector flows and the effectiveness of attempts to 

encourage such flows, the Contracting Parties hereby agree 

that the Commission shall, with thelr ,.ssistance, produ.oe 

regul <" reports for the information of the Council of Ministers 

on flows of investment, lending, payment arrears and capital 

move:nents between the Community and the ACP States. 

2. The Contracting Parties hereby agree that the issues 

relating to the prorrotion and protection of investment in their 

respective territories may be the subject of discussions in the 

appropriate ACP-EEC co-operation forum or of consultations 

between th" ACP State concerned and the Community, especiall:; 

where particular investment promotion schemes are being 

implemented. 

3. The Contracting Parties hereby agree to launch all the 

studies referred to in this Chapter in the shortest possilile 

time and, In any ,.vent, not later than one year after th" entry 

tnto !ore" of this Convention. The result of these stud1P.s will 

be submitted upon completion to the interested parties !or 

consld.,ratton and appropriate action, not later than two Y"ars 

after the entry Into force of this ConvP.ntion. 

~rovlslons relatlr~ current payment~ 

!._n~2J?.•tal movements 

ARTICLE 240 

With rr.p,1Jrd to cBpltal movl!ments llnked with investments en<l 

to current paym~ntR, th" Contracting Parties shall refrain from 

tBklnp, action In the fleld or foreign exchange transoctlon~ 

whl<.h woul'1 be Incompatible wlth thr.lr obligatlon6 un<1cr !.hlc. 

Convl'n!lon r .. sultlng from the provisions relottnv. 1.0 tra<l" In 

p;->o<l:;, '1r.rvlce<., estahl i ahment and lnduatrlnl co-op••rat. I on. 

Thr.';.~ ohllRBtltJns shall not, however, prevent I.he <:011trRt:l.lng 

f';orUr'1 from a•loptlng the neceai;ary protective m~oriur.,s ,,h·>•il•l 

ttd'; "" juc.tlfl"d by reononn relating to serious econnmlr 

'11fflr11ltlr.n or s"vere bol•mce-of-paymenta probl!!m<;. 
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ARTICLE 249 

In respect of furelgn exchange transactions linked wlth 

Investments an<l current payments, the ACP States on the on" 

hand and the Member States on the other shall avoid, as far as 

posslble, taking discriminatory measures vis-1-vis each other 

or according more favourable trea·:ment to third states, taklng 

full account of the evolving natl re of the international 

monetary system, the existence ot specific monetary 

arrangements and balance-of-payments problems. 

- 258 -

To the extent that such measures or treatment are unavoidable, 

they shall be malntained or introduced in accordance with 

International monetary rules. and every effort shall be made to 

minimize any adverse effects on the parties concerned. 

ARTICLE 250 

Throughout the duration or the loans and risk capital operations 

provided for in Article 194, each of the ACP States hereby 

undertakes to: 

(a) place at the disposal of the beneficiaries referred to 

in Article 191 the currency necessary for the payment of 

interest and commission on and amortization of loans and 

quasi-capital aid granted for the Implementation of aid 

measures on their territory; 

(b) make available to the Bank the foreign currency necessary 

for the transfer of all sums received by It in national 

currency which represent the net revenue and proceeds from 

transactions Involving the acquisition by the Community of 

holdings In the capital of companies or firms. 

ARTICLE 2 51 

A~ the request or the Conununi ty or of the ACP States, the 

Council of Ministers shall examine any problems raised by the 

~ppllcation of Articles 248, 249 and 250. It shall also 

!"onnulate any relevant recommeniJations. 

Chapter 3 

Provisions relating to establ lshment and ser•llces 

,ARTICLE 252 

As regards the arrangements that may be applied In matters of 

establlshment and provision of servlces, the ACP States on the 

one hand and the Member States on the other shall treat 

nationals and companies or firms of Member 5tates and nationals 

and companies or firms of, the ACP States respectively on a 

non-discriminatory basis., However, If, for a given activity, 

an ACP State or a Member state Is unable to provide such treat­

ment, the Member State:J o,r the ACP States, as the case may he, 

shall not be bound to acc0 rd such treatment for this activity 

to the nationals and comp,anles or firms of the State concemr.d. 



Source: --- . 
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ARTICLE 2!>3 

For the purpose of this Convention "companies or flrms" mean 

companies or firms constituted under clvil or comm~rcial law, 

includlng co-operative societies and other legal persons 

governed by public or private law, save those which are non­

profit-making. 

MCompanies or firt11s or a Me.tier State or or an ACP State" means 

companies or finas formed in accordance with the law of a 

Member State or an ACP State and whose registered office, 

central administration or principal place of business ls 1n 

a Member State or ACP State: however. a company or firm having 

only its registered office in a Member State or an ACP State 

must be engaged in an activity which has an effective and 

continuous link with the economy or that Member State or the 

ACP State. 

ARTICLE 254 

At the request of the C0111111Unlty or of the ACP States, the 

council of Ministers shall examine any problems raised by 

the application of Articles 252 and 253. It shall also 

formulate any relevant reco ... endatlons. 

ACP-EEC Counc i 1 of Min i:sters,, Th~ T~!rd _AC~-::~~G_C9n~~n~ i_~>n_i 5_ig~~d 
at Lome on 8 Dece11_1bcr:: 1,9~~-~n_~ R~l~_t_e~ P-2.c~~-n_t!!, 1985. 
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ANNEX C 

STA.\ilJARD OUTLINE OF A REHABILITATION OPERATION 
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Annex C. Outline of a rehabilitation operation 
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ANNEX D 

STEPS IN RAISING PRODUCTIVE INVESTMENT BETWEEN 
EEC AND ACP STATES 



Annex D - Steps in raising productive inv~stme11t between EEC and ACP States 
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Source: Investment in the ACP States and related financial flows, ACP/EC, 1988. 
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