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I. JmODUCIIOR 

1. The difficult economic situatio~ in Africa has long been of concena to 
African Beads of State and Goveru.•ent. The need for a joint effort by Afri~an 
countries has been recognized as one of the aajor strategies in accelerating 
the pace of development and reversing th~ current downward trend. The 
Industrial Development Decade for Africa {tDDA) aonitored jointly by the 
EconOllic Ce>1mission for Africa (ECA), the O~ganization of African Unity (OAU) 
and the United Rations Industrial Development Organization (URIDO) reflects 
the importance the Lagos Plan of Action attacl.:es to industrial development as 
a driving force for economic growth and overall devel~iiment of African 
countries. 

2. The progr .... e for IDDA is aimed at putting iLto operation the industry 
chapter of the Lagos Plan of Action. It is baaed on the twin principles of 
collective self-reliance and self-sustained developme~t. It emphasizes the 
development of c;rtain core industries such as the agrL-related, 
metallurgical, chemical and engineering industries since they often provide 
effective linkages to other sectors of the economy. With the adoption of the 
United Rations PrograJDe of Action for African Economic Rec~very and 
Development (1986-1990) (URPAAERD), the progra11ne for IDDA h~s tak£n on added 
impor~ance in contributing to the attainment of the objectives of URPAAERD. 

3. The development of core industries could have a significant impact on 
the overall development of African countries. In view of the subs~a~tial 
resources involved in the development of each of these industries (tbe 
magnitude of ~apital investment; the human resources in terms of mana~a::ient 
expertise and skilled manpower; foreign technology and know-how; and t~e siz£ 
of market for the product), it is necessary that the African countries, ~n a 
spirit of co-operation, develop the core industries together. This is 
essential since in Africa today, socio-economic structures and levels of 
development as well as financial and human resources are such that most 
countries ar~ not in a position to carry out core projects alone. There is 
thus a need to co-ordinate and harmonize national policies, plans and 
programnes at the regional and subregional levels, especially those that 
relate to the establishment of core industries and other projects of a 
multinational character. 

4. The major core industries identified under ~he IDDA programme are: 

Food and agro-based industries; 
Metallurgical and engineering industries producing machinery, tools, 
apare parts etc.; 
Building materials and construction; 
Inergy and energy related induatries; 
Chemical industries - fertilizer, pharmaceutical and pesticides; 
Engineering - repair and maintenance aervices in the mechanical, 
electrical and electronic fields; and 
Forest-based and textile industries. 

5. The related aupport areas and aervicea also identified under the IDDA 
prograane ir.~lude: 

Rational, regional/subregional institutions capable of promoting 
regional and aubregional inteiration; 
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Entrepreneurial development progr ... es; 

Training facilities and centres of excellence for the training of 
aanagiement, technical and other skills; 

Local industrial consultancy services particularly in engineering, 
econoaics and finance; 

Industrial inforaation and docuaentation services, including 
computeriz~d industrial inforaation and data banks. 

6. Des~ite the special progr ... ea and the facilities aimed at accelerating 
the rate of industrial development, particularly of aultinational industrial 
enterprises in Africa, the pace of industrialization has been very slow indeed 
(See Table 1 below). The share of Africa in world 11a11ufacturing value-added 
has remained 1Dlder 1 per cent since 1970, with the exception of 1982 and 1983 
wbui it was 1 per cent. This compares with over 12 per cent for developing 
co1Dltries as a whole, and over 6 per cent for Latin America. 

TABLE 1 

Share of economic groupings and developing regions in 
in world manuf1cturing value-added at constant 1980 prices 1970 - 1985 

Year Developing Centrally Developed Developing Regions 
countries planned market 

econouies economies Africa S&E Asia Latin America 

1970 10.4 16.C 73.6 0.8 2.3 6.1 

1971 10.8 16.5 72. 7 0.8 2.4 6.3 

1972 10.9 16.5 72.6 0.8 ~.4 6.4 

1973 10.9 16.4 72.7 0.8 2.5 6.3 

1974 11.4 17.6 71.0 0.8 2.6 6.6 

1975 12.0 19.9 ~".5 0.9 2.8 6.8 

1976 12.1 19.3 68.6 0.9 3.0 6.7 

1977 12.3 19.5 68.2 0.9 3.1 6.7 

1978 12.4 19.7 67.9 0.9 3.3 6.6 

1979 12.6 19.8 67.6 0.8 3.3 6.9 

1980 13.ll 20.2 66.8 0.9 3.4 7.0 

1981 12.9 20.8 66.3 0.9 3.6 6.7 

1982 13.2 21.5 65.3 1.0 3.7 6.6 

1983 13.0 21.4 65.6 1.0 3.9 6.2 

1984 12.9 21.0 66.l 0.9 3.9 6.2 

1985 12.8 21.2 66.0 0.9 3.9 6.1 

Source: Handbook of Industrial Statistics (1988) by UNIDO \page 21). 
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7. The need for regional and subregional indu~trial co-operation and 
integration has received a~ded impetus with the establishment of subregional 
organizations in Africa, such as Economic co .. 1Dlity of West African States 
(ECOWAS), Economic Community for Central African States (ECCAS), Union 
douaniere et economique de l'Afrique centrale (UDEAC), Co11111unaute economique 
de l'Afrique de l'Ouest (CEAO), Preferential Trade Area (PTA) for Eastern and 
Southern African States, Arab Maghreb Union and Southern African Development 
Co-ordination Conference (SADCC), which have adopted special protocols on 
industrial co-operation. With the assistance of international organizations, 
notably UlfIDO, the United Rations Development Programme (URDP) and ECA, those 
organizations have talten steps to promote the establishment of multinational 
industrial projects. Some of the subregional organizations have adopted or 
initiated action towards the establishment of a legal framework for 
aultinational industrial enterprises. 

8. In the course of its work in Africa within the framework of the 
Indu£trial Development Decade for Africa (IDDA) and in view of the increasing 
emphasis attached to the promotion of intra-African industrial co-operation, 
URIDO considers it opportune to talte stock of previous work on and experience 
of the subject and to advance proposals for consideration by African 
Governments, organizations and public and private enterprises in the 
establishment and operation of multinational industrial enterprises. 

9. It is expected that the exercise will result in the preparation of a 
brief guideline or simplified checklist in readily ~eadable form for wide 
distribution in Africa. The guideline/checklist could assist African 
Governments, organizations and industri&lists in the formulation, planning, 
negotiation, implementation and monitoring of multinational industrial 
enterprises. It would also serve as reference or teaching material in 
universities and management or technology institutions for the preparation of 
future African capabilities on the subject. 

II. IDENTIFICATION ARD FORMUI.ATION 
OF MULTINATIONAL INPUSTRIAL ENTERPRISES 

10. Multinational industrial enterprises are projects in the development of 
which a number of co\Ultries are involved. Co-operation can take the form of 
equity participation, access to member co\Ultry markets, providing management 
support or technical expertise or sharing in sponsor~· responsibility for 
promoting the development of the project(s) in its (their) entirety. 

A. Ibe ProJect Cycle 

11. The identification, formulation, appraisal, implementation and 
•onitoring of multinational industrial projects is usually carried out in a 
project cycle. At the identification sta1e, project ideas are developed from 
a number of sources. These include statistical data on trade, natural 
resources and technology; for instance, market trends in imports and ~p~rts, 
economic survey reports including sector studies, suggestions from experts in 
particular fields, and special information through contacts. At this stage, 
the important things to r,or.sider include the objective of the projett, which 
should be clearly defined, the expected end result and profit. Other 
essential features include: (i) the type of technology; (ii) the type of raw 
materials and other inputs and their availability; (iii) orientation of 
production (for local consumption or for export); and (iv) an estimate of the 
total project costs. 
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12. The next stage in the cycle involves the formulation or preparation of 
the project. At this stage, the project idea is crystallized after a serious 
analysis of relevant preliminary data. Tbe economic and financial viability 
of the project and its technical feasibility are ascertained with a view to 
securing financing. It is also necessary at this stage to estimate the social 
benefits of the project. 

13. If the results at the for11ulation/preparation stage confirm the economic 
and financial viability of the project, a fir11 decision is taken to proceed 
with the project. The next stage then involves a detailed appraisal of the 
capital, management and work-force requirements of the project, along with its 
projected cash flows, operating costs, profitability and socio-economic 
benefits. 

14. After project appraisal, the next step is iapleeentation. This involves 
all activities, generally carried out by the project sponsors, connected with 
the completion of preparatory arrangements for project operation. Those 
activities include the following: 

The aobilization of the n2cessary flDlds (equity and loan capital); 
Re~ruitment of qualified and suitable management personnel; 
Appointment of technical partners; 
Appointment of architects, surveyors, engineers and contractors for the 
construction of the buildings and infrastructure required; 
Regotiation of appropriate technology; 
Arrangement for procurement of plant and machinery, raw materials and 
other inputs; 
Arrangement for the efficient marketing of the products; and 
Satisfactory conclusion of any other matter e.g. obtain import licence 
where necessary, that will contribute to the successful completion of 
the project, initial production and marketing of the products. 

15. Prior to commissioning the project operation, it may be desirable for an 
independent team of experts to carry out an evaluation of the project with a 
view to establishing whether the project has been implemented in accordance 
with the approved terms and conditions of the appraisal report. In this 
regard, evaluation should be seen as an integral part of a continuous process 
of monitoring the implementation of the project throughout its lifetime. 

B. Identification and fOJ111Ulation Of 
multinational industrial enterprises in Africa 

16. Rormally, projects are identified at the colDltry level: they become 
inter-colDltry or multinational when, for any of the reasons cited below, the 
boat colDltry is lDlable to develop th~ project alone: 

Inability to contribute the necesaary capital resources and 
mobilize other financial resources; 
Smallness of domestic market and the need for a larger market to 
support optimum level of production; or 
Lack of technology ar1d know-how; and 
Inadequate trained manpower and administrative capabilities. 

17. If, in view of the capital investment required and the complicated 
nature of the technology involved, the private sector is unable to promote the 



- 5 -

project, a Government might undertake to promote its development on account of 
its importance to the national economy. On the basis of relevant preliminary 
data, the project would be formulated and the details of this preliminary 
study would indicate the following: 

The objective and scope of the project; 
Its economic and financial viability; 
Its technical feasibility; 
Availability of raw materials and other inputs; 
Type of appropriate technology and sources of availability; 
Estiaated total cost; 
Whether the production will be for the local market or for export 
or for both; 
Country in which the project vill be located; 
The importance of the project in terms of the national industrial 
priorities; 
The compatibility of prospective participating countries. 

18. The invitation to the other countries should be accompanied by a copy of 
the pre-feasibility study, which the co1Ultries invited should study in 
detail. They should allow their experts sufficient time to appraise the study 
and coanent on details with particular regard to: 

The importance of the project; 
The assumptions underlying the calculation of the economic and 
financial rates of return and the profitability of the project; 
The assumptions underlying the total estimated cost and the debt 
equity ratio; and 
The ability of the project to meet financial and other obligations 
related to participation in the project. 

19. A positive decision on the invitation should be taken at a level that 
will co1111it the Government. The decision should be taken in the full 
knowledge that the economic rate of return will be applicable mainly in the 
case of the host co1Ultry. Except where there are forward and backward 
linkages, very little economic benefit will accrue to the countries invited, 
particularly in the case of import substitutes and where the products are not 
competitive in price and quality. Therefore, the main factor that should 
influence the decision is the financial internal rate of return. In the 
situation where foreign exchange resources are scarce, as in all African 
countries, the decision by one African country to invest in another African 
country becomes a serious economic, social and political issue. 

20. Government administrative systems are hierarchiecal with decisions being 
taken at the top. The decision-maltln, process ls, therefore, slow. This ls 
not suited to a coamerclal operation, such as Multinational industrial 
enterpriaes where decisions should be prompt in order to take advantage of 
market situations. A number of constraining factors within Government 
machinery are: 

Delays caused by lack of the relevant ~pertise in handling 
inter-country investment projects or multinational industrial 
enterprises; for instance, in analysing problems in sufficient 
detail to facilitate decision making; 
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Delays caused by lack of co-ordination between the different 
governm£ntal authorities concerned with multinational industrial 
enterprises. The problem is compounded in those instances where 
there is no coherent industrial policy; :and 

Delays caused by apathy due to inadequate remuneration or other 
social factors. 

21. Once the decision has been taken to participate in the project, it will 
be necessary to set up an administrative machinery to handle matters related 
to the multinational industrial enterprise. It would be desirable to: 

Rominate a Minister (for instance, the Minister of Planning or 
Industry) to be primarily responsible for the project and to 
report to the Cabinet or its equivalent; 

Rominate a special team that will work under the Minister, the 
composition of which should satisfy the legal, economic, 
financial, technical and administrative as,ects of the project; 

Establish a channel of coanunication and agree on a system of 
consultation on matters related to the project, details of which 
should be clearly indicated to the other countries (see also 
paragraph 24 below). 

22. The decision of the Government to accept the invitation together with 
details of the administrative arrangements to facilitate project-related 
matters should be communicated to the host country. In responding to an 
invitation to participate in a multinational industrial enterprise ~r to sign 
a memorandum of understanding with the prospective partner countries 
represented by Governments, the following details have to be clarified: 

The nature and object of the project; 

Capital investment involved, indicating equity capital, loans and their 
sources, and percentage share-holding; 

Management and its constitution. Under Algerian law, for instance, 
Algeria should hold a majority interest and appoint the managing 
director or general manager of the project. The latter is accountable 
to the Algerian Government through the governmental agency sponsoring 
the project. Other senior management positions are shared between the 
partner countries; 

Guarantee for loans to be furnished by the partner countries; 

Guarantee by the host country relating to transfer of loan repayments, 
interest charges, dividends and eventual repatriation of capital; 

Composition of the Board of Directors and nomination of representatives 
of the partner Governments with numbers reflecting the weight of equity 
holding which might also determine voting rights. 

23. Upon receipt of the responses, it will be necessary for representatives 
of the member countries to meet to discuss details of their obligations. At 
such a meeting the following matters should be discussed: 
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The objective of the project and its scope; 

The assumptions underlying the calculation of the economic and financial 
rates of return; 

'lbe estimated total capital investment and debt/equity ratio; 

Distribution of equity capital and 11<>de of payment - in cash or in 
kind. If in kind, the assets should be valued by professional valuers 
and the title should be transferred to the project at the time of 
contributing the equity capital; 

Loans to be raised, sources and tenas and conditions to be identified, 
discussed and a position taken. Where there are standard loan 
agreements, copies should be studied by the countries before negotiation 
with the financial institutions; 

The host co\Dltry's laws and taxes affecting the project; 

The host country's taxes and regulations on profits and dividends, such 
as the rate cf tax on distributed profits and retained earnings 
respectively; 

Bos~ country's laws and regulations affecting shareholders, directors, 
management and workforce; 

Appointment of directors. Whether the number of representatives of each 
country and shares held should determine the voting rights; 

The identification and selection of a foreign technical partner with 
suitable technology for purposes of negotiation. Advice in this regard 
can be sought from international institutions including UNIDO, the 
United Rations Centre for Transnational Corporations (UNCTC) and the 
ACP-EEC Centre for the Devel~pment of Industry (CDI) and the request 
should be supported by relevant information as in all the items above; 

Marketing and pricing policies: 

If total production is for member states' markets, the basis for 
allocatfon should be discussed and agreed; 
Export msrkets should be identified; 
Export market prices and trends should be examined and compared 
with the prices of the products of the project; 

A system of consultation among the member countries indicating the 
points of contact in each country, and deciding on convener for meetings 
of member co1Dltry representatives; and 

A system of settlement of disputes: whether by arbitration or by the 
International Chamber of Co1111erce or the Centre for Settlement of 
Industrial Disputes. 

24. Administrative arrangementR at country level should take into account 
the following factors. Each country should indicate clearly to the other 
C01Dltries its channels of communication and agree on • system of consultation 
on matters related to the project. Each country should also inform the other 
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countries of the "inister to be primarily responsible for the project, as well 
as of any special teams set up to wor~ under the Minister, the composition of 
which should satisfy the legal, economic, financicl, technical and 
administrative aspects (see also paragraph 21 above). 

25. The above points should be discussed by th~ member countries at their 
initial meetings and if they are satisfied, they will tclte the decision to 
participate in the development of the project. At this stage, it ls 
rec01mended that the aember states sign an agreement which may be entitled 
"Memorandum of Understanding" or wXYz Project Promotion Agreement", (XYZ 
refers to the name/title of the project). The agreement should embody the 
following points: 

The decision to undertake the feasibility study and finance the cost 
thereof i.e. whether to share the cost or part thereof according to an 
agreed formula and/or to seek financial assistance and professional 
advice from international institutions such as UBIDO and the ACP-EEC 
Centre for the Development of Industry (CDI); 

Select the firm or institution to undertake the study - either the 
technica~ partner, an independent private firm or a financial 
institution based on recommendations from international institutions 
such as UBIDO. If the prospective technical partner is selected, a 
letter of intent indicating the cost of the project and payment 
arrangements and the intention to appoint that partner should be 
signed. In the other cases, an agreement to cover the cost of the 
pro;ert would be signed; 

The committee appointed in each member country under the chairmanship of 
the Minister should assist the consulting organization and monitor its 
progress. 

C. Elaboration of the f~asibility study 

26. Once a decision has been taken in principle to establish the project and 
positive reactions have been received from co-operating countries and 
financial services, the next major activity is the preparation of a detailed 
feasibility study. The study should, among other things, give a detailed 
analysis of the following major a£pects of the project: 

Macro-economic considerations 
The importance of the project to (primarily) the host country's economy 
and to the economies of the other participating countries. It should 
indicate the linkages between the project and other sectors, the 
existing policies and strategies that will affect the project and the 
project's impact on the economy. I'.. is necessary to explain prevailing 
pricing policies e.g. system of price control, and tax lava and 
regulations such as import and excise duties, as well as incentives and 
subsidies. 

Tbe financial asoects 
The detailed analysis in the feasibility study involves estimates of a 
aeries of revenues and operating costs in order to establish which 
alternative will generate the highest operating income before 
depreciation. It will also enter into such details as interest charges 
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and income tax, indicating profit after tax which accrues to 
shareholders. The analysis should also develop a financing plan that 
indicates when financial resources, including equity and loan capital as 
well as short-term credit facilities, should be made available to meet 
expenditures during the implementation of the project. The financial 
internal rate of return which measures whether a project is likely to be 
profitable enough to cover the average cost of capital of lenders and 
shareholders will also be calculated. The following financial analyses 
also need to be made: 

Break-even analysis; 
This analysis will indicate the production level at which sales 
(output at 1Dlit price) will cover total costs, including fixed and 
variable costs. The analysis should bring out the financial 
strengths and wealcnesses of the project; 

Liquidity analysis: 
In order to avoid unnecessary borrowing in the course of 
operations, it is necessary to know the inflow of cash resources 
(sales receipts) and match them wit~ the series of expenditures in 
each year. The liquidity analysis should identify periods of 
surplus cash and cash d~ficit. The information will facilitate 
efficient financial management; 

Sensitivity analysis: 
This will bring out the extent to which the project is sensitive 
to increases in cos's of production and decreases in prices of 
output and changes in other related factors. The information 
derived from the analysis will help management anticipate 
situations and solve problems more effectively; 

Current ratio analysis: 
The calculation of current ratio (current assets over current 
liabilities) offers a useful basis for structuring the financing 
plan. If, for instance, the current ratio is low at the initial 
stages of the project, it requires an increase in equity capital 
with less loans in order to minimize the cost of borrowing; 

Quick ratio analysis; 
This ratio (current assets less inventory over current 
liabilities) gives an indication of market trends. If the ratio 
is low, it means inventory is building up and sales are not moving. 

The economic analysis. 
This analysis will evaluate the impact of the project primarily on the 
host co\Ultry's economy indicating the linkages between the project and 
other sectors of the economy. The analysis will also calculate the 
economic internal rate of return, indicating whether the project is 
using the country's resources efficiently, i.e. whether the internal 
rate of return is higher than the opport\Dlity cost of capital; 

Tecbnical analysis. 
The analysis will deal with (i) process technology, size of plant, 
design and layout facilities; (ii) type and availability of raw 
materials and other inputs, and type and quality of the products of the 
project; (iii) availability of utilities, such as energy and water; and 
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(iv) detailed arrangements for the iapleaentation of the project 
including procurement of goods and services and other related activities; 

llarJteting analysis. 
Irrespective of whether the production of the project is for loc~l 
consuaption or for export, an analysis should be made of the historical 
pattern of both local and international trade in and consuaption of the 
products, and projections should b~ aade of their future supply and 
demand, It should also examine the existing system of marketing the 
products an~ recommend improvements where necessary; 

ftanage11ent. manpower and organizational aspects. 
The study should identify (i) the aanagerial requirements of the project 
particularly in technical, financial and marketing know-how; 
(ii)<availability of skilled manpower suitable for the selected 
technology; (iii) aanpower coats; an~ (iv) the cost of training and 
technical assistance. 

27. Based on the above analyses, the feasibility study will contain a 
package of reco11111endations for the implementation of the project. 

D. Consideration of the feasibility study 

28. Upon receipt of the feasibility study, the host country will send copies 
to each member co\Dltry for study and discussion, indicating a date for the 
relevant meeting. The national co11111ittees, under the chairmanship of the 
Minister, should organize a review of the study. One country or all countries 
may decide to have an independent review of the study, in which case technical 
assistance may be sought of UNIDO. A copy of the study should be attached to 
the request. 

29. The important aspects of the feasibility study that the countries should 
discuss at their meeting include: 

The economic and financial viability of the project: the assumptions 
\Dlderlying the financial and economic projections as well as the laws 
and regulations that would adversely affect the viability of tbe 
project, such as import tariffs, tax on profits, cost of utilities, 
price controls, import restrictions, foreign exchange availability, and 
supply of raw materials and other inputs; 

The total cost of investment broken down into equity capital and loan 
capital. A highly geared equity/debt ratio would reduce the amo\Dlt of 
loan necessary an1 thereby minimize the financial coats of the project; 

Distribution of the equity :apital in terms of the percentage and amount 
each share-bolder would have; the mode and time of payment; penalties 
attached to delayed payments; voting right• (whether based on percentage 
equity holding); medium- and long-term loans from international and 
development finance institutions for the acquisition of plant and 
machinery; suppliers' credit for machinery and other imputs; and 
overdraft for abort-term credit for working capital; 

Loan amounts and credit facilities: the terms and conditions (interest 
and other charges, repayment periods); guarantees necessary (in the case 
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of joint and several guarantees, each guarant~r·s contingent liability 
vill be equivalent to the total loan aao1Dlt plus interest and other 
charges); a fo?11Ula should be agreed upon for relieving one another of 
the proportionate ..01Dlt of liability in case the joint and several 
guarantee is invoked; 

Appointment of a teaa to negotiate the loans. Advice and technical 
assistance •ay be obtained frOll UKIDO in this regard; 

Selection of technology and technical partner. If a technical partner 
has already been identified at the project formulation stage and •ember 
states are satisfied vith that partner's suitability and appropriate 
technology, selection is confirmed; 

Appointment of a teaa to negotiate acquisition of technology. UllIDO and 
other relevant international organizations could off er useful advice in 
this regard. A request for assistance ••Y, therefore, be addressed to 
them; 

Incorporation of the company for tte project and deciding on its legal 
entity, i.e. whether it should be a partnership, a limited liability 
c011pany, or a company limited by guarantee. It is advisable that a 
limited liability company be incorporated; 

Management: if management responsibility is to be shared with the 
technical partner, the relevant managerial positions should be specified 
and allocated. For political reasons, the participating colDltries would 
like to appoint the managing director or general manager. The key 
management personnel, including the managing director, director of 
administration and financial controller should be appointed as early as 
possible so that they can assist in implementating the project. The 
following are ways in which the management of a multinational industrial 
enterprise may te appointed: 

Romination by the host co1Dltry; or 
Romination by a member state on the basis of rotation; or 
Selection from a number of applicants who are cit!zens of 
the member states only, after competitive interviews; or 
Selection from African aa well as non-African applicants 
after competitive interviews. 

30. It la recoamended that if, for any reason, the appointment has to be by 
nomination, the member co1Dltry should put up at least three candidates for 
interview by an independent panel. Once selected, the management team should 
be introduced to the representatives of the member states. Arrangements 
therefore have to be made for the interviews. If there ia no successful 
candidate, the net should be cast much wider. 

31. At the end of the diacuaaion, if a firm decision la taken to implement 
the project, an agreement embodying the points discussed and agreed as 
contained in paragraph 29 above will be signed, and a Board of Directors will 
be appointed by the sponsors. 
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III. IPIPLEJltE1'TATIOR OF THE PROJEct 

32. laplementation is the responsibility ~f the project sponsors, and it 
in•ol•es all acti•ities associated vith the c011pletion of the project for 
operation: 

The 110bilization of the necessary equity and loan capital; 
Recruitment of qualified and suitable aanage1tent personnel; 
Selection of technical partners where necessary; 
Appointment of architects, surYeyora, engineers and contractors for the 
construction of necessary buildings and infrastructure; 
Begotiation for appropriate technology; 
Arrangement for procurement of plant and Mchinery, initial rav 
.. terials and other inputs; 
Arrangement for the efficient aarketlng of the products of the project; 
and 
Satisfactory conclusion of any other .. tter e.g. obtain import licence, 
tbat vill contribute to the successful coapletion of the p~oject and 
start of production and •arketing of the products. 

33. If there is a technical partner, the teaa appointed (see paragraph 29) 
should negotiate with the partner. It should be noted that at this stage a 
ltchnical partner aight have already been identified, i.e. during the 
formulation of the project vith the assistance of institutions such as UBIDO, 
CDI, IFC or a development finance institution. Indeed, sponsors of 
inter-comitry projects or multinational industrial enterprises are encouraged 
to seek the advice of the above institutions on the identification and 
selection of technical partners. 

A. Responsibility for the iaple11entation progranne 

34. If the foreign technical partner is responsible for the implementation 
of the project, the foreign technical p&rtner as a corporate body will t·e the 
project manager; otherwise, a project manager should be appointed by the 
sponsors. The project manager will be responsible for: 

Project planning, including s~te selection, detailed engineering 
design, costs estimating procurement of plaut and machinery, 
construction and start-up, and co-ordination of all relevant 
activities to ensure that the project is ccmpleted on schedule; 

The establishment of letters of credit, or any other form of 
payment acceptable to the suppliers, for the procurement of plant, 
aachinery and other necessary iteas; 

'l'be foreign technical partner will be accountable to the board of directors. 

B. legotiations with the tecbnical partner 

lS. Depending on the needs of the project and the interesla of the technical 
partner, a 11Utually beneficial fora of partnership could be negotiated. The 
fora of partnership may, therefore, differ from project to project, but 
b~•ically there are three forms: 

1. The transfer of technical know-how whereby technical assistance, a 
licence or franchise is given for the manufacture of specific 
products; 
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In the case of technical assistance, the technical partner 
provi~es information and skills for application by the 
project, as well as staff to train the project personnel 
over a specified. period and for a specified fee; 

In the case of a lic=:.~ing agreement, the sponsors of the 
project acquire the right to use the technical partner's 
processec and product specifications. The technical 
inforaation thus acquired. is not to be passed on to third 
parties. Licence fees are charged by the technical partner; 

Under a franchise agreement, the project sponsras undertake 
to 11anuf acture the products developed by the technical 
partner but under the trade n .. e or trade-mark of the 
project. The fees charged for the franchise aay be in the 
fora of royalties based on turnover; 

2. A marketing agreement whereby the technical partner is responsible 
for the sale of the project's products in export markets; 

3. Equity investment in the project by the technical partner. In 
order to protect bis investment, the technical partner would 
usually prefer to be responsible for both technical management and 
marketing. 

36. The team appointed by the sponsors to negotiate the project could obtain 
very valuable advice fro• UBI[I() and other relevant international 
organizations. Thus, before meeting the technical partner, the team should 
1Dldertake an in-depth examination of the feasibility study, identify the 
specific aspects that should be negotiated, obtain relevant information and 
adopt an appropriate strategy highlighting the following: 

Advantages that could accrue to the partnership: 

Production of products that are already well-known, in which case 
sales/marketing will be facilitated; 
Production of good quality products at competitive prices; 
Benefits of training and management which can sustain the project 
on a long-term basis. 

Points that could pose problems to the project: 

Restrictions on the use of the technology; 
Royalty and other charges which could be expensive. As far as 
possible they should be linked to profitability; 
Period of partnership. In cases where improved technology is 
available elsewhere, this would render the technical partner's 
technology leas competitive; 
The capability of the technical partner to perform 
satisfactorily. Emphasis should be placed on management and 
training requirements, engineering assistance, production and 
quality control, finance and accounting and mdrketing arrangements. 
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c. Partnership Agreement 

37. Depending upon the fol'll of partnership negotiated, a partnership 
agreeaent eabodying detailed aspects of the relationship vill be aigned. The 
follovina details aay be relevant: 

Capitalization: contribution of equity capital and raisin& of loans to 
finance the project; 

Technology 
Process and/or product involved; 
Capacity of the plant; 
Type of equipment, plant and uchinery, rav •aterials and 
other inputs, product deaign and QUality control; 
Detail• of technological information in the form of drawings 
and technical doc1111enta; 
Technical operating skill• necessary; 
Training; 

Representation on the board of directors; 

Treatment of profits and payment of dividends; 

Financial management and accounting system; 

Fees and other charges 

Period of agre~.ment; 

Lav that is applicable; 

Language; 

Settlement of disputes - arbitration. 

38. The fees and charges to be paid to the technical partner usually consist 
of royalties, lump sum payments and payment in kind. Given the lack of 
foreign exchange resources, it will be necessary to negotiate payment of fees 
and charges in fol'lls other than cash and to spread payment over a period of 
time - for instance, 1s a loan repayable on specific terms and conditions. 
Payment in kind could be made in the fol'll of products supplied to the 
technical partner for sale and retention of the proceeds. 

D. Financial Arrancmpents 

39. The project impleaentati ~n progn•e should indicate details of the 
financial require11ent1 in fora of a financial plan. That plan should show the 
schedule of amounts and due dates needed in order to ensure completion of the 
project on schedule. It will also indicate also the dates on vhich equity 
capital ahould be paid aa vell as the diaburseaents of loans and credit. It 
ia, therefore, necessary that loana and credits from financial institutions 
and suppliers respectively are negotiated at the beginning of the 
implementation prograaae. 
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teaa representing the sponsor~ of the project should 
partner if h~ is a shareholder, otherwise he should act 
Th~ points to note during negotiation are outlined in 

IV. AGREfj@fi BEtWEp COUIDIES PAITICIUIIlfG 11' MULTIRATIOIW. 
IRDQStRIAL 11'J'ERPRISES 

41. During the illpleaentation phase ~f the project, a detailed agreeaent 
ahould be concluded between the participating co'mltries. It should relate, in 
particular, to aarketing, financing, aanageaent and technology acquisition 
arrangements as well as legal, technical and commerical considerations. 

A. ftarketing arnygents 

42. llarketing the products of a 1111ltinatianal lrAustrial enterprise is an 
illportant subject for negotiation among aelll)er states. The feasibility study 
should indicate whether the products of the 1111ltinatioa&l industrial 
enterprise are for export or for local consuaption, i.e. whether for the 
markets of the member states or for both e%p0rt an4 domestic consumption. 
Whatever the case aay be, aeaber states should ensure that costs of production 
and quality are such as to make the products cOllpetitive. The projection of 
cost structure and aarket trends as contained in the feasibility study should 
be critically exaained before a firm COlmitaent is aade since price and 
quality will, in the long run, determine the size of the market for the 
products. 

43. If total production ls for the aarkets of the aember states, they should 
agree on the issue of distribution. For instance, in the case of Societe 
d'Exploitation des Industries Chimiques du Senegal, a 1111ltinational industrial 
enterprise based in Dakar for the production of fertilizer, phosphoric and 
sulphuric acids, the member states - ligeria, Cameroon, Cote d'Ivoire and 
Senegal - have since refused to buy the products of the company because they 
are 50<per cent more expensive than comparable products from other sources. 
The explanation is that in the feasibility study prepared by the African 
Development Bank, the prices of the finished products were estimated at auch 
higher levels than current aarket prices. Secondly, the current high cost of 
production has been caused by the following: 

High fixed costs; 
Expensive electrical power supply; and 
Substantial increases in the prices of raw materials, particularly 
aulphur. 

44. Another exaaple which eaphaaizea the iaportance of marketing, and hence 
the need for a critical exaainotion of related arrangements, la the case of 
Ciaents d'Afrique de l'Ouest (CIMAO) which started production in 1980. As 
early as 1975 the three aember states of CIMAO •isned a treaty to ensure the 
aale of the project'• entire production to the three member countries. In 
addition, the aember states agreed, vhen necessary, to entrust CIMAO with the 
responsibility for importing clinker and ceaent into their respective 
territories as a supplement to the project'• production. 

45. Despite the undertakings which the aember states had given in the form 
of a treaty, they refustd to purchase clinker from CIMAO, when the 
(subsidized) price in 1983 was more than 60 per cent higher than the CIF price 
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of illported cli~~er. The subsidy acco\Dlted for about 40 per cent of the 
aubsidized price ~s the cost pe~ ton of the local product was aore than double 
the CIF price of imported clinker. 

46. These experiences show that shareholders/owners of a project are not 
prepared to buy their projects' products at any price. !t cannot, therefore, 
be emphasized enough that the aurTival and profitability of an inter-country 
project or multinational industrial enterprise depends on the competitiveness 
of its products, in teraa of both price and quality. 

47. Another iaportant aspect of aarketing related to aultinational 
industrial enterprises is the aode of payaent for the products. For instance, 
agreement auat be reached on a c011110n currency which should be convertible, 
and payaent ahould be at sight, i.e. on presentation of shipping docuaents. 
If, hovever, the products ha•~ to be sold on CEedit, ~he pricing should be 
done in such a vay as not to iapose additional credit costs on the 
aultinational industrial enterprise, i.e. the cost of the credit should be 
included in or added to the price. Similarly, delayed payments should be 
subject to appropriate interest charges. If these policy measures are not 
strictly enforced, the defaulting member state will benefit at the expense of 
the multinational industrial enterprise and, in turn, at the expense of the 
other aember states. In the case of CIMAO, these measures were not strictly 
enforced. Payment for the clinker was aade in US 1ollars or FCFA (Francs de 
la COlmUllaute financiere africaine) at the prevailing exchange rate. There 
was no penalty for delayed payments. 

48. Furthermore, if payment arrangements are not 2trictly enforced, the 
mutual trust between the member states is \Dldermined and with it the spirit of 
co-operation. 

49. Given these problems, it is strongly reco11111ended that, in future, the 
concept of mcltinational industrial enterprises should be changed, the primary 
objective being to export products to non-member African countries in 
particular. This would also help to enhance existing technology and the 
acquisition of new technology, particularly in product design. The concept of 
iaport substitution should be re-examined as it has come to connote the 
aanufacture of inferior and expensive products. 

B. Financing arrangements 

50. The inability of African co\Dltries to aeet their financial obligations 
on inter-country projects and multi~ational industrial enterprises has been 
due to their veak economic and financial position resulting from the 
iapleaentation oi certain policy aeasurea. Constant features have been: 

Budget deficits; 
Balance of payments deficits; 
High inflation; 
Over-valuation of the currency; and 
"Remedial" measures in the form of price and distribution control, and 
restriction on the use of foreign exchange. 

51. In order to reverse the trend and mobilize resources for investment, it 
will be necessary for the African countries to pursue policies that will: 

Balance their budgets and create a surplus; 
Maintain equilibrium in the balance of payments; 
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Maintain price stability, and at vorat the annual rate of inflation 
abould be single-digit; 
Adjust the exchange rate of the domestic currency from time to ti•e so 
aa to reflect, aa far as possible, the .. rket situation. 

52. The stabilization of the general price level vill guarantee savers a 
reasonable return on their savings. As part of the savings drive, the tax 
lava .. y be modified to encourage corporate institutional savings and this 
ahould be supported by a :apltal .. rket. It la rec011aended that African 
coUD.trles pursue policies alaed at economic atabillty in order to generate 
reaourcea that vill enable thea to finance, on their own, the coat of 
pre-feasibility and feasibility studies, in addition to •eetlng their equity 
obligations. 

53. If, however, for one reason or another, pa,.ent or contribution of 
equity la delayed, appropriate interest charges, at a rate specified in the 
•eaorandua of 1Dlderstanding, should be levied. If a aember state is 1Dlable, 
for vant of resources, to make its contribution or •eet its financial 
obligations for the time being, it is rec01mended that the member state 
concerned should issue a abort-term financial instrument endorsed by the 
central bank discountable at any of its national banks. The inter-colDltry 
pro.1ect or multinational industrial enterprise should receive the face value 
of that instrument so that the UI01Dlt of discolDlt is paid direct to the 
discounting bank by the Government. 

54. It is further recoanended that as a way of spreading the financial 
burden and in order to involve the private sector, shares of successful 
multinational industrial enterprises should be sold to the private sector in 
aember CG1Dltries. The development of the capital market will facilitate this, 
and this recommendation should be brought to the attention of ADB. 

55. In the case of joint and several guarantees for loans, it is recoanended 
that the memb~r states sign an agreement or embody a clause in the memorandum 
of understanding that in cases where guarantees are invoked against a member 
state, the other member states will relieve the affected state of their 
respective proportionate obligation, together with interest and all other 
charges. 

56. lormally, it i~ part of the responsibility of the project manager (i.e. 
the company planning Knd executing the implementation progr&DDe) to design and 
eatabllsh a suitable financial and accoUD.ting syate.m. 

57. During the early stages of the project cycle, the financial requirements 
for the project usually consist of the following: 

Coat of promoting the project, including the cost of the pre-feasibility 
atudy; 
Coat of the detailed feasibility study after the formulation stage; 
lquity capital contribution; and 
Loan capital and credit facilities. 

58. The greater part of the cost of the feasibility study may be in foreign 
currenc1, particularly where a foreign consultant with the relevant expertise, 
is involved. This also depends upon the nature of the project. The total 
amount of these preliminary expenses could be capitalized after verification. 
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sq. For th~ i&plem~ntati~n phase of the project, there should be a master 
plan indicating the time of every actiYity necessary for the timely completion 
of the pr~ject or in accordance with the a~proved recoamendations in the 
feasibility study. The aaster plan should ea!»ody a financial plan indicating 
the &ll01Dlts of equity capital and their due dates. In addition, an indication 
should be given of the loan amo1Dlts to be raised (domestic as well as foreign, 
including suppliers' credit), and the dates by vbich loan negotiations should 
be concluded, as well as the amounts and dates of disbursement. 

60. To ensure efficient co-ordination of the activities and thereby minimize 
costs, it is necessary that financial obligations are aet promptly. The 
1111ltinational industrial er.terprise will face problems, if capital 
contributions or loan negotiations are delay.cl. If the capital contribution 
is in kind, the assets and/or services should be valued or verified and the 
title, net of transfer charges, passed to the aultinational industrial 
enterprise at the appropriate scheduled date. 

61. Given the weak financial position of aany member states, financial 
institutions usually insist on joint and several guarantees from the 
respective states against loans for the project. The negotiation of loan 
terms and conditions, including joint and several guarantees, could create a 
political problem for •ember states and frustrate promotional efforts. It is, 
therefore, important that the implications of loan clauses are e7plained to 
•ember states before they commit themselves to the project. 

62. In order to avoid a situation whereby a number of financial matters are 
referred to member states for decision, a suitable financial reporting system 
should be put in place which will en•ble the member states to monitor the 
financial position of the project. In addition, sufficient authority should 
be delegated to the board of directors and management so that they C3n handle 
working capital facilities and other day-to-day financial matters. 

C. Management arrangements 

63. In view of the complex nature of production processes in modern 
industrial establishments, it is necessary to enter into a contract with a 
foreign technical partner who will also be responsible for management, at 
least, for a specified period. Under such an arrangement, a training 
prograane is launched to train personnel from the participating co1Dltries, and 
some of the trainees 1Dlderstudy management staff in certain specified 
positions. Some of the problems enco1Dltered in this connection are the 
following: 

Appointment by nomination. Management personnel are nominated by their 
respective Governments to fill positions on the multinational industrial 
enterprise. Such appointments are invariably made on the basis of 
considerations other than merit and suitability. The appointees, 
therefore, tend to extend their loyalties to their respective 
Governments and not to th'- corporate enterprise employing thea.,. This 
makes lax for discipline and inefficiency. Furthermore, in so~e cases, 
the number of employees engaged from each participating country ia based 
on a quota system, and not necessarily on merit; 

Outside interference in management. In view of the high status •~corded 
to participating Governments and the manner in which management 
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personnel are appointed, individual aembers of Governments (not the 
Govenunents as such) exert a major influence on the management of the 
enterprise. These problems contribute significantly to the inefficiency 
of African aanageaent in aultinational industrial enterprises. 

64. It is rec<>1mended that in the first instance, the member state should 
put up at least three candidates for interview by ~ independent panel. If 
there la no successful candidate then the net should be cast wider as in the 
second instance. Furthermore, it is recOllaended that the recruitment of the 
work force, particularly the skilled personnel, should not be a question of 
quotas, but of merit. 

65. It ia hoped that by adopting objective •ethods of appointment and 
recruitment, supported by a system that recognizes and rewards merit and good 
conduct and discourages incompetence and indiscipline, the corporate spirit 
within the aultinational industrial enterprise organization will be 
strengthened and outside interference minimized. 

66. The main administrative problem is the inordinate delay in 
decision-making. This can seriously affect the implementation of an 
inter-co1Dltry project or a multinational industrial enterprise. As explained 
earlier, delays are caused by a number of factors arising mainly from 
bureaucratcy or incompetence. It is, therefore, necessary to institute an 
administrative arrangement to short-circuit the normal procedure. 
Accordingly, the following ar~angement is recoDDended: 

Upon receipt of an invitation to participate in an inter-co\llltry project 
or a multinational industrial enterprise, the Minister should, after 
carefully considering the pre-feasibility study accompanying the 
invitation, submit a recomnendation to Cabinet (or its equivalent) for a 
decision; 

'no~ decision to accept the invitation should be taken in such a vay as 
to authorize the Minister to liaise with the relevant ministries and 
departments in all matters related to the project, except on issues 
related to: 

Finance: the total cost of project, equity capital, and terms and 
conditions of loan; and 
Technical partner and terms and conditions of technology transfer. 

67. As part of that decision, a c01Dittee, comprising senior officala with a 
gro1Dlding in economics, finance, trade, industry, law, engineering, banking 
and the relevant technical expertise, be constituted 1Dlder the chairmanship of 
the Minister. The members of the coamittee ahould be given a business 
orientation and made to appreciate the need to execute all matters with 
despatch. The minister will be required to aubmit to the cabinet 
reco1mendations related to finance and technology as and when necessary. 

D. Tecbnology acquisition arrangements 

68. Modern industrial technology baa yet to develop in Africa. Ther~~~re, 

it ia necessary at the formulation stage of a multinational industrial 
enterprise to enquire of foreign sources about suitable or appropriate 
technology for the pr~posed project. The project sponsor (the host country in 
the case of a multinational industrial enterprise) needs expert advice on 
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sources of appropriate technology. In the case of import substitutes, it is 
easier to identify and ccntact manufacturers. As indicated earlier, 
international institutions, such as UNIDO and CDI have relevant information on 
•anufacturing companies in developed countries vho are willing to transfer 
their technology to developing countries. The relevant information is made 
a•ailable to developing countries upon request. 

69. The problems to be considered in connection with the acquisition of 
technology for multinational industrial enter~rises include the following: 

The suitability of the technology in terms of market size and whether 
for a smaller capacity the plant should be •odified; 

The terms and conditions governing the acquisition of technology, 
including: 

The industrial property rights, i.e. patents, know-bow, trade 
marks and trade names, owned or licensed by the foreign partner 
which affect the products to be produced by the multinational 
industrial enterprise; 

Relevant licenses granted by the foreign partner to third 
parties, their dates of expiration, geographical area covered, 
conditions \Dlder which they can be terminated by the foreign 
partner, the products and industrial property included in each 
licence, and the royalties payable 1Dlder each licence; 

Whether the foreign technical partner has the management skills meeded 
to assist the multinational industrial enterprise develop an efficient 
and effective local management and, in addition, upgrade the technical 
competence of the multinational industrial enterprise so that it can 
master the technology within the specified period; and 

The cost and financial terms and conditions of acquiring the technology. 

70. The project sponsor would need expert advice on eliciting the relevant 
information from two or three identified sources of appropriate technology and 
evaluating it so as to be able to estimate the total cost of investment. 

71. On approval of the feasibility study for implementation, the foreign 
technical partner will be selected and negotiations entered into on the terms 
and conditions for the transfer of technology to the multinational industrial 
enterprise. The latter would relate to: 

Product specifications; 
Manufacturing methods; 
Equipment; 
Use of trade marks; 
Management skills; 
Training; and 
Financial implications. 

Member states need expert advice from international institutions such as UNIDO 
and UNCTC and the services of a consulting firm to provide expert advice 
during negotiations as well as during implementation of the project up to 
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start-up, at which stage the project, as a whole, should be evaluated by an 
independent group. 

72. Transfer of technology could involve SOiie or all of the above facets in 
a package deal suited to the requirements of the recepient project. Most 
important in this regard is the ability of the recipient to master the 
necessary skills and benefit frOll the facilities. It is, therefore, 
rec01111ended that the •£ans by which technology ia acquired should be 
reinforced at the national and subregional/regional levels, and African 
colDltries should e%cbange inforaation on technology transfer progr ... es. In 
this connection, it la further rec01111ended that the African Regional Centre 
for Technology (AICT) and development finance institutions in African 
co1D1tries should be assisted by UBIDO to develop "industrial and technological 
information banks" to link up with IITIB in UBIDO, particularly in regard to 
technologies and equipment for the industrial subsectors and branches selected. 

73. The thrust of the reco1m1endation, however, lies in enabling the 
development finance institutions in Africa to develop the databank facility 
since this will both enhance their co-operation with UBIDO and facilitate 
their work. The development fjnance institutions have been selected because, 
as financial institutions, they generate income, operate for profit and have 
their own budgets. They should, therefore, be able to allocate funds to the 
development and maintenance of such a facility. Development finance 
institutions could readily provide relevant information from their da~abanks 
at the formulation stage of an inter-country project or a multinational 
industrial enterprise, thus facilitating the preparation of pre-feasibility or 
feasibility studies. In the process, the database of the institutions would 
be enhanced. 

74. In order to enhance its position when negotiating for technology 
acquisition, it is recommended that the multinational industrial ~nterprise 
put up a team with the requisite expertise from the member countries and 
solicit assistance from UNIDO and/or UNCTC which would act in an advisory 
capacity. 

E. Legal consideratio..D§. 

75. Usually, each participating member state nominates a law officer(s) from 
its legal ministry or department to handle the legal affairs of an 
inter-country project or a multinational industrial enterprise. These 
officers meet from time to time during the project formulation stage to 
discuss the relevant lava of the host couratry as they affect the proposed 
project, and they submit comments and recoamaendations to their respective 
Governments. In order to facilitate the group's work and obviate areas of 
conflict, it is recoanended that, in addition to the group, the services of a 
reputable law firm specialized in international co111111ercial law be engaged to 
handle all legal matters, once a decision has been taken to implement the 
project. It is hoped that by resorting to an independent legal consultant, 
legal matters will be handled objectively. The group of legal officers 
representing the member countries will, however, continue to be consulted by 
the law firm. 

76. In order to create the legal expertise and develop law firms of 
international stature in African countries, it is further recommended that the 
African Development Bank (ADB) and/or subregional institutions such as ECOWAS, 
PTA and ECCAS, request the bar associations to ask the law fin!I& that are 



- 22 -

interested in this special field to register with them. Through seminars and 
workshops, subregional institutions should encourage such law fiI'llls t~ develop 
further in the field. It should be possible, through the registration 
arrangement, to get two or three law firaa froa different African co\Dltries to 
form a team that can handle complicated assignments such as technology 
transfer negotiations. 

77. At the national level, the Government need not resttict itself to law 
officers within the Government aachinery. Rational law firms or individual 
private legal practitioners with the relevant specialization and experience 
could also be engaged. 

71. There appears to be no serious areas of conflict between the legal 
provisions of different African co\Dltries governing industrial projects. 
Bovever, where there were, COllproaise solutions have been fo\Dld. Under no1•al 
circUllatances, the laws of the host country apply to inter-country projects 
and multinational industrial enterprises located in that co\Dltry. In few 
cases, bawever, the laws of another co\Dltry could apply: for instance, if a 
foreign currency lo~n !s raised for the project, the relevant laws of the 
country of the lending institution would apply and the extent to which these 
lava vould affect the project should be clearly understood before the loan 
transaction is concluded. In the same way, the extent to which the existing 
laws of the host country affect a multinational industrial enterprise should 
be clearly Wlderstood and ~odified, where necessary, so as to ensure that the 
profitability of the project can be achieved, before the prospective 
participating member 3tates commit themselves. 

79. The relevant laws are those that affect: 

The legal personality of the project. 

Its tax liabilities, including customs tariffs such as import and 
excise duties; and 
Availability of foreign exchange whether by import licensing or 
any other method of allocation for raw materials and other inputs; 

The shareholdings. 

Legal recognition of the rights of shareholders as owners of the 
project's assets and, therefore, their rights and powers in 
regard to: 

- Share in the project's profits; and 
- Appointment of directors to the board of the project. 

Management and vork-forr.e. 

Restrictions on employment of non-nationals; 
Their rem\Dleration and other facilities. 

80. The multinational industrial enterprise ahou 1 d be incorporated under the 
lava of the host COWltry as a legal entity that can sue and be sued. Its 
relationship with the ho3t Government and other organizations and persons 
should be interpreted in this context. The rights and responsibilities of the 
shareholders (mem!>er states) as owners of the project, as well as the powers 
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of the board of directors and those of management in the day-to-day 
administration and management of the project should be acknowledged. 

81. Where the effect of the tax lava is adverse to the project, i.e. it 
1Dlduly reduces the net profit, the project becOllea unattractive for investment 
purposes. The effects of current taxes, including import and excise duties, 
on the financial viability of the project should be brought out in sufficient 
detail in the feasibility study. Before c01111itting themselves, the other 
participati:.ig member states should ensure that the host country's tax laws are 
appropriately amended to melte the project viable. An undertaking should also 
be obtained from the host colDltry that subsequent to the decision to implement 
the project, the lava would not be aaended in a way that would worsen the 
financial state of the project or the benefits of the project's shareholders 
and employees. 

82. In a situation where dividends, as opposed to retained earnings, attract 
high rates of tax, the participating member states as shareholders would need 
to examine the relevant tax laws for purposes of review by the host country. 
Furthermore, 1Dlder rigid foreign exchange restrictions, a firm undertaking 
frOll the host country is necessary that repayment of loans together with 
interest charges, payment for imports and remittance of dividends, personal 
incomes, and other payments in foreign currency would be effected without 
delay. These points should be embodied in a legal document to be styled "A 
memorandum of understanding", spelling out the interrelationships that will 
develop around the multlnational industrial enterprise. 

83. For the implementation of the multinational industrial enterprise, a 
number of other legal agreements/documents w!ll be necessary. These include: 

Site for the factory of the project, establishing title to the land anu 
its acquisition; 
Factory buildings: contract agreements with a number of firms are 
necessary, such as architects, surveyors and contractors; 
Plant and equipment: selecting a foreign firm or company with the 
suitable technology and negotiating the acquisition of technology; 
Contract agreement for supply of raw materials and other inputs; 
Finance: mobilizing equity contributions and negotiating loans; 
The utilities: supply of power, telecomanmications, water and necessary 
infrastructure. 

F. Tecbnical considerations 

84. The full range of technical expertise for the development of a modern 
industrial project is not available in many African countries. Moreover, it 
does not appear that much is known about the engineering and other technical 
consulting firms available on the continent. There is the need to mobilize 
the available expertise in order that it can be used as and when necessary. 

85. The enterprise needs to develop and operate its own training programme. 
Such a programme should consist of on-the-job training, especially for 
maintenance and production operators, training abroad for senior management 
and technical staff, and exchange programmes with similar multinational 
industrial enterprises in other countries. To be effective, the structure of 
the multinational industrial enterprise should include a training un~t with a 
competent training officer and adequate funds. The enterprise may also 
develop an incentive scheme to encourag~ career development. 
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86. It is also rec0111ended that professional associations and bodies should 
be made aware of the need to register their firas at the subregional and 
regional levels. From their own contributions, they should maintain 
secretariat(s) at the subregional and regional levels to co-ordinate their 
activities and act as liaison between aeabers froc different countries. They 
should also be aade avare of the need to upgrade their capabilities to an 
international level. In the aeantiae, African consulting firms should be 
assigned certain technical aspects of inter-country projects or aultinational 
industrial enterprises, including sub-contracts. Finaa on the registers 
ahould be invited to quote for projects. With the support of ADB and the 
develoi-ent finance institutions granting credit facilities to such firas and 
COllpanies, the upgrading of African capabilities could be expedited. 

87. It is also rec01mended that, in order to accelerate develoi-ent of 
technical e%J)ertise, ADB* should support the foraation of a COllpany 
(incorporate a subsidiary) to provide consultancy services related to project 
appraisal and other technical aspects. The cOllpany should be self-financing, 
but from the outset, it could be financed partly from seed capital put up by 
ADB and partly from individual members' own capital. Tne capital from ADB 
should attract interest if it is considered a loan, or dividend if it is 
equity. It might be better to have it treated as a soft loan. 

88. This consulting firm should be subregional or regional in character, and 
it should be encouraged to develop international capabilities. It should be 
invited to quote for projects alongside with foreign companies. If this firm 
is successful, it is expected that similar private firms aspiring to maintain 
international standards will also be established. 

G. Commercial considerations 

89. The cardinal point to consider here is the comp~titiveness of the 
project's.product(s) in both price and quality. For instance, if the size of 
the market turns out to be smaller than 1!stimated or if, for one reason or the 
other, the member countries are unable to buy the total production, it should 
be possible to export the products elsewhere provided they are competitive in 
terms of price and quality. 

90. It is therefore, recommended that the primary object of any 
multinational industrial enterprise should be to export in order to maintain 
its competitiveness in price and quality. In fact, member states should not 
be 1Dlder an obligation to buy the products. But, if for purpoaes of assuring 
the creditor institutions an adequate market, they have to sign a treaty or a 
marketing agreement, then it is further reco1mended that the 1Dldertaking to 
buy the product(•) should be related to the price and quality. There ahould 
be defined in such a way that i1mediately the price exceeds international 
prices, the member states would call for a re-appraisal of the whole project. 

91. With respect to restrictive measures, such as import licensing and price 
controls, each member state should give an undertaking to be embodied in the 
Memorandum of Understanding that it would grant the necessary approvals to 
facilitate the ma1keting of the pro~ucts in the respective countries. 

* This proposal has not betn discussed with ADB. 



- 25 -

92. Any system for monitoring 11\lltinational industrial enterprises should be 
such that it would give early warning signals of increasing produ~tion costs 
coapared with market price trends. 

V. MQRITQRIBG OF ftULTlftATIOftAL lftDUSIRIAL EftTERPRISES 

A. leed for. levels and obiectives of and framework 
for aon1toring 

Beed for 119nitoring 

93. With a view to ensuring that any 11Ultinational industrial enterprise 
(Rll) fulfils !ts object~ves and purposes satisfactorily, it is necessary to 
include an appropriate monitoring aystea so as to watch the signals received 
as a result of such aonitoring and to take, vell in time, any corrective or 
remedial action necessary. The outcoae of monitoring of successful MIEs vould 
also help to promote the culture of MIEs in the larger interests of African 
development. 

Levels of monitoring 

94. llfonitoring is required at different levels. Whereas, in practice, there 
can be various levels, the following three are of critical importance to the 
success of the enterprise: 

M-level - Multinational ownership level 
B-level - Board of directors level 
P-level - Project or plant level 

95. Monitoring at the M-level will be done by the multinational owners of 
the MIE as per its articles of association. The entity may be a co!lllllittee of 
ministers from the participating Governments, a co11111ittee of chiefs of 
co-operating and participating corporations or enterprises, or a body of 
shareholders who might be private citizens. 

96. Monitoring at B-level will be done by the Board of Directors as 
constituted 1Dlder the articles of association of the MIE. 

97. Monitoring at P-level will be done by the person in charge of project 
execution or in charge of plant or enterprise operation, such as the project 
or plant ~irector, general manager or executive or managing director. 

98. Amongst the various auxiliary levels of monitoring which could be 
useful, particular mention may be made of two levels: 

(a) Monitoring at the international, regional, subregional and 
national levels: United Rations organizations (such as URIDO, 
URCTAD and UNCTC), international financial institutions (such as 
the World Bank, International Monetary Fund and International 
Finance Corporation), regional agencies (such as !CA, ECCAS, 
ECOWAS, CCE, CDI and IDEP), and national financial institutions 
(such as Kreditanstalt fijr Wiederaufbau KFW) could mak~ a 
considerable contribution with data based on their own regular 
monitoring. 



- 26 -

(b) Monitoring at the industry group level: industrial enterprises 
having cOllllOn interests, features, products or •altrets aay get 
together within a national, 1·egional or international setting, 
auch as the Fertilizer lnduatry Aaaociation, Theraal Power 
Project Groups, Cement Manufacturers Association, Briclt 
Manufacturers Association. They aay aonitor the entire group in 
teras of achieving their cOllaOn goals and sharing their cOlaOn 
interests; they aay aalte (or assist in aaking) inter-fira 
compariso~ (codified, if need be, in those instances where 
identities are not to be diacloaed). These could provide 
valuable input into the process of evaluation at various levels 
during aonitoring. 

Obtectives of aonitoring 

99. The objectives of monitoring are: 

To know quickly, regularly and clearly, in a manner appropriate 
to the level of monitoring, the current status of an industrial 
enterprise when under implementation and when in operation; 

To evaluate the extent to which the enterprise is achieving the 
set objectives and to take tiaely corrective steps if an where 
necessary; 

To permit comparison with other enterprises and to take steps to 
improve performance and, in certain cases, even secure higher 
performance levels than those originally envisaged or projected; 

To provide an effective tool for ensuring that an 
enterprise: (i) fulfils the goals and objectives set for each 
level; and (ii) serves the social and economic interests as 
envisaged at the time of setting up the multinational enterprise. 

Framework for monitoring 

100. The framework for monitoring should include consideration of the 
following issues: 

(a) The effectiveness of monitoring multinational enterprises will 
depend upon management'• cDlmitment to monitoring and the 
linkages established. The first linkage ia with the overall 
monitoring system for economic development in general and 
industrial development in particular which the respective 
Governments will have established within their own countries. 
Regardless of whether the multinational enterprise is in the 
public, private or joint sector, it has to draw upon appropriate 
supportive systems for gathering and processing information and 
data. Decision-makers at both the macro- and micro-econoaic 
levels would need assistance froa the information and data 
disseminated by those systems; at the same time, their own 
monitoring activities would provide inputs for those systems and 
this complementarity should lend atrength to the framework. 
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(b) In view of the rapid technological advances taking place and the 
need to •onitor b~th the aicro- and aacro-econ01Dic issues on a 
sound sci~tific basis, it is of critical importance that the 
aupport services to the enterpriae are solDldly interlinked; the 
aupport service .. y be in the area of industrial information, 
standardization and testing, research and development, and 
training and continuing education. The African regional, 
subregional and international organizations, such as those 
indicated in paragraph 98(b), can play a vital role in providing 
this linkage for the 110nitoring ayatem by har110nizing and 
co-ordinating their inputs; autual competition and differences in 
approach which r1Dl colDlter to the developmental efforts should be 
replaced by 110re effective co-ordination and •eaningful linkages 
between 1111ltinational industrial enteprises and these 
institutions. Whereas consultancy services can play an iaportant 
role in some facets during the development of an enterprise, 
their role in terms of monitoring is rather limited, especially 
once effective horizontal and vertical linkages have been 
established. 

(c) In the case of MIEs, three elements are involved. First, 
•onitoring is in relation to an industrial enterprise; this is 
much the same as in any other industrial enterprise. Second, the 
enterprise is multinational, using the resources from and/or 
serve the markets of more than one country; this makes it 
necessary to monitor certain special aspects. Third, the 
multinational enterprise is in Africa; thus the African 
environment has to be realistically taken into account and fully 
integrated into the details being monitored. 

(d) Ro monitoring system should be too rigid or cumbersome. It 
should be flexible enough to adjust to the unexpected, especially 
\Dlder African conditions; it should be simple enough to achieve 
the monitoring objectives. Since those engaged in the 
implementation of a project or operation of an enterprise will 
ultimately be those participating in the monitoring, it is 
necessary that they receive appropriate training in monitoring. 

B. Monitoring to cover the entire life cycle of MIEs 

101. Ivery stage in the life cycle of an enterpriae needs monitoring. These 
can be grouped in two aajor phasea, vith ~ach phase having two stages: 

(a) Pro1ect implementation phase 

Initial stage 

The initial stage in the project implementation phase is the 
one where the varioua aspect• of the project are still at the 
docments and negotiations atage before co11111itting aubatantial 
expenditure on physical progreas. At thia atage, change& can be 
easily incorporated with little wasteful expenditure, if the 
monitoring aystem detects new parametres of deviation& from 
original assumptions or expectations. The COMFAR (Computer Model 
for Feasibility Analysis and Reporting) System of URIDO may be 
used to advantage. 
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Execution sta.ge 

The execution stage in the project iapleaentation phase is 
the one where coaiaitaenta on expenditure have been aale and 
physical progreas on ground haa a tarted. At this sta·ie, any 
changes indicated as a reault of monitoring should b~ looked into 
in order to establish whether already cOlllllitted expenditure would 
b~ wasted. Thie project would have to be reviewed ta the extent 
considered desirable, renegotiated with all concerned and the 
aharea in investment redlatributed to the extent celled for and 
agreed upon. 

(b) 1Rterpri1e operation phase 

Pre-stabilization atage 

The pre-stabilization stage in the enterprise operation 
phase is the initial period after c01111issioning when operations 
and production are being stabilized and aastered, during which 
relatively low~r norms of operational results would be acceptable. 

Post-stabilization stage 

The post-stabilization stage in the ent~rprise operation 
phase is the one vhen the required degree of operational 
stability and production •aturity has been attained and designed 
capacities are being utilized. Within this stage, there could be 
a substage when financial debts have been cleared as from that 
j1Dlcture onwards the balance-sheet and financial picture of the 
enterprise may change substantially. 

Appropriate details on standard fonnats 

102. Although the basic principles and framework may look similar at various 
levels, details have to be appropriate to that level; the parametres and the 
way they are dealt with at different levels have to be complementary to each 
other within the total system. A single detailed elaboration of the 
monitoring system cannot be applied to all types and sizes of the enterpriser 
in all situations; a separate foraat for monitoring of specific multinational 
enterprises thus baa to be formulated, using the above guidelines. Such 
fon1&ta should include the aspects described in paragraphs 109 to 123. 

Monitoring machinery 

103. The machinery for collecting and analyzing monitoring data should, as 
far as possible, be the same machinery as that responsible for executing the 
project or operating the MIE. In fact, it is envisaged that aonitoring is an 
intearal part of the implementational, executional and operational activities 
of the enterprise. The data to be collected are indeed a necessary part of 
the information that those executing or operating the enterprise should 
non1&lly have for the proper mana1e11ent of their ovn fmictiona and 
responsibilities. The critical overview of some of these data by the 
identified levels is a part of the auperviaory process as well as part of the 
process of identifying ahortcomin&s and securing remedial actions. However, 
in such cases where discrete machinery to assist in monitoring is considered 
necessary, and the enterprise can afford it, a separate cell or section can be 
set up. 
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Verification apd. apdit in aonitoring 

104. The aost Important tool in aonitoring are the detailed data in the 
foraat. Since the analysis of the data ud the conclusions derhed therefrom 
can only be as &ood as the data, it ahould be ensured that the data provided 
are correct and complete. 

105. Froa time to tiae, the llOllitored information or data .. Y also have to be 
verified or re-checked. For this purpose, aome alaple and convenient 
aeuurlq device• .. Y on occuion have to be provided to the aonitoriq 
te... There ahould, however, alvaya be aystaa of foraal and inforaal 
internal autditing, u vell a• external auditiq ao as to em.ure that the data 
beiq included for monltoriq at each level are indeed factual and fair. 

TlaelY feedback 

106. It is not uncOlmOn to aee that certain enterprises aonitor very vell. 
Extensive data are aenerated but those vho have to review these give it auch a 
lov priority in their work that it bec011es too late to do anything by the time 
the analysis is complete. Any aonitoring ayate11 therefore bas to be 
accompanied by a tlaely feedback ayste11 which has to be appropriate to each 
given case. 

lwplementation of corrective steps 

107. Even after good aonitoring and the presentation of competently analysed 
end tiwely feedback is given, the benefits way not be fully realized unless 
effective corrective steps, remedial weasures, or effective methods for 
further improYement are taken. Each superintending level has therefore to 
oversee this aspect by what may be termed "super-monitoring" to monitor the 
monitoring activity and implementation of related steps appropriate to that 
particular MIE. 

108. At the time of considering the data derived through monitoring and the 
results of the data analysis, it is iaportant to remember the primary 
objectives of aonitoring. The data uid the results of their analysis should 
be compared with the targets originally set and not with targets iaagined 
later as aore apprioriate. Of course, whenever the data and the analytical 
results so indicate, the original targets should be reviewed and revised 
targets set after taking into acco1Dlt their iwplications and effects on the 
Mii as a whole and after enauriq that the re-evaluated benefits and/or 
redistributed shares are acceptable to all partners in the MIE. At this 
ataae, it is not merely the monetary or economic aspects of returns on 
investment, but the whole gamut of other benefits, including social benefits, 
that should be kept in mind. 

Ibe basis for formulating monitoriqg detail• 

109. Collectiq the data required and pre1enting them in prescribed formats 
aloq with their anlayses are to be considered part of the normal functions 
and duties of the executive, operational and managerial officials concerned, 
except where a separate machinery is considered necessary and the MIE can 
afford it. Those who have to monitor the MIEs at different levels u1e these 
data and analyses, supplement them with such additional information as may be 
required either from specialists or from audit, and then draw their 
conclusiuns and initiate needed actions. 
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110. In the intitial stages, until the articles of association of the MIE are 
adopted and the body of shareholders or owners is created, the promoters 
themselves do the required aonitoring and this is included as part of M-level 
monitoring in the initial stages. 

111. The following paragraphs outline thoee details that should be monitored 
at the different levels; though the titles of the outline aay look 
aubstantially siailar, it is iaportant to remember that the perspective and 
purpose of monitoring at the three levels are different; hence the details to 
be provided within that outline will also be different. 

112. At the multinational ownership level CM-level), the aonitoring details 
ahould provide owners with a coaprehenaive and total overview of the MIE at 
that stage indicating the type of actions required in terms of share 
redistribution, aarket support, foreign eJCchange and cuatoas regulations, 
social benefits, etc. and, indeed, ensuring that the very structure and 
f1Dlctioning of the Board of Directors itself are satisfactory. 

113. At the Board of directors level CB-level), the monitoring details should 
enable the Board to take an overall view of the performance and functioning of 
the "IE vis-a-vis its objectives. The Board being the highest level of 
aanageaent of the "IE should be able not only to ensure that the "IE is being 
run in th- best aanner within the existing rules and regulations of the 
countries involved, but also to draw the attention of the owners at M-level to 
the need for any changes in rules, regulations and policies in the best 
interest of "IE as well as of their collective or joint owners. 

114. At the executive or operating level CP-level), the monitoring details 
should enable the MIE to reach the targets set by the Board and, at the same 
time, provide such feedback to the Board as 4ould enable the Board to take 
action to improve the functioning and performance of the MIE. 

115. UWIDO can provide separate auxiliary documents to illustrate the above 
aspects. 

C. M-level monitoring 

116. "onitoring at the initial stage of the project implementation phase 
shall include the following aspects: 

Whether the various data used for carrying out the feasibility 
study are realistic of need any aodification; 

Whether the feasibility study has been done following the 
guidelines in the URIDO "anual for the Preparation of Industrial 
Feasibility Studies (Ro.E/78/II/B/5); 

The extent of agreement on v~o will participate in the MIE; 

The extent of agreement on distribution and form of shares in 
investment among the participants; 

The extent of agreement on market share and distribution of 
profits, assets and liabilities; 
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Whether a suitable soft:vare package, •'lUCh as UIUDO COMFAR, has 
been used to simulate short-term and long-term financial and 
economic situations; 

Whether the software pacltage ref erred ~o above has been applied 
to various possible situations such as changes in input costs, 
changes in foreign exchange rates, char.ges in sales realization 
due to changes in aarlte·t situation and prices; 

Whether particular attention has been given to: 

(a) inter-country differentials in prkes of goods and foreign 
exchange; 

(b) solutions to divergencie11 in fisca:t, administrative, 
custons, and regimes followed in the participants' countries; 

(c) imports and exports aaong the participating countries and 
outside; 

Even though the country where the MIE i~ located seems to gain 
the maximum economic bent~fits, whether ietailed consideration has 
been given to: 

(a) benefits to each participant due to regional development; 
(b) benefits on acco\Dlt of import substitution, if any; 
(c) economic benefits to each or other participants resulting 

from an MIE in one focation succe1!ding another MIE in 
another location ove~ a period of time; 

Whether suitable articles of association have been drafted and 
appropriately registered; 

Whether steps have been taken in regard to technology inputs to 
the MIE in order to ensure that the UNIDO Guidelines on 
Technology Transfer Negotiations have been followed. 

117. Once: the initial stage as above i.sa well monf tored and a decision bas 
been reached to go ahead with the execution stage of the project for the MIE, 
and once the planning and negotiations 1lre carried out in accordance with the 
guidelines described in Chapters II, n:: and IV, the monitoring shifts its 
attention to actions on the gro\Uld which include: 

(a) financial 11onitorina, covering: 

Mobilization of inven11ents 
Preparation of balance~ abeet of the project 
Analysis of the planne~d and actual cost of the project 

{b) Resource monitoring, covering: 

Technology transfer ar·rangoents (with the asalatance of 
organizations, such as UlfID'J) 
Mobilization of human reaources 
Mobilization of materials 
Mobilization of machinery (with the assistance of 
organizations, such as UlfJDO) 
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(c) lbvsical progress monitoring, covering: 

Expected deviations in time targeted and costs of completing 
and implementing the project 
Measures suggested to •eet the shortfall in infrastructural 
requirements 
Project schedule chart ahowing the project status as a whole 

(d) Quality monitoring, covering actual quality being achieved in the 
various faceta of the project via-a-vis quality as originally 
envisaged 

(e) Social responsibility (ulfi1aent 119Ditoring, covering: 

Status of environaental pollution prevention measures 
Status of human resource developaP.nt 
Status of the local infrastructural development 
Status of any other social responsibility the project has 
envisaged 

Jl8. On completion of the execution of the project, the plant is co1missioned 
and then put into operation. Even though the enterprise will have reached its 
operational phase, it will initially still be at the pre-stabilization stage. 
Monitoring during the pre-stabilization stage will give attention to almost 
all the parametres which will also be monitored during post-stabilization 
stage with particular attention to the following aspects: 

(a) Problers arising out of the technology or technology transfer 
arrangements; 

(b) Relatively lover norms of operational results will be acceptable 
which, in any event, will have been anticipated in the detailed 
project report; 

(c) For the success of the MIE, the plant 11Ust be stabilized at the 
earliest possible jlUlcture and efforts will have to be directed 
to that end; 

(d) Once the plant is stabilized, the product or service can 
sometimes be of varying quality; it is ther~fore important to 
ensure that products or services which could shake th~ confidence 
of the consumers in that product or service are not marketed; 

(e) In the initial period, special attention should be given to 
building up the market ao as to secure a good response to the 
product or service from the consumers or the clientele; 

119. Monitoring at the M-level during the post-stabilization stage of the 
operational phase shall include: 

(a) financial progress menitorinc, cove1tng, in terms of currencies 
as per previous arrangements and in equivalent "hard" currency: 

Income and expenditure statement 
Summary of coat of production, cost of sales and sales 
revenue, including price& 
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Balance sheet 
Fund (cash) flow statement 
Various financial ratios 
Whether there have been any changes in the regimes of 
foreign exchange, CU8t098 and preferential buying 
Ccst-benefit analysis for the modernization/expansion of the 
lDlit, if proposed (increase in production, cost-benefit 
ratio, net present value, internal rate of return and 
pay-back period) 

(b) Social and economic responsibility fulfill!ent monitoring, 
covering: 

Extent of fulfilling the needs for ecological balancing and 
evironmental protection 
Bet benefit achieved by the nation in the form of direct and 
indirect employment 
Increase in the availability of production for national use 
Extent of benefit to the nation in terms of human resource 
development 
Quantum of foreign exchange earned and/or saved by import 
substitution 
Other indirect benefits derived by the partners in the MIE 

(c) Physical progress monitoring, covering: 

Quarterly production, despatches and stock status 
Quarterly capacity utilization 
Quarterly loss of production (owing to shortage of input 
material, shor~age of fuel, shortage of power, stoppage of 
plant on accolDlt of planned maintenance and/or repair, 
1Dlplanned (break-down) maintenance and/or repair, 
faults/problems) 
Status of technology transfer (implementation status in 
terms of agreement; extent of transfer of necessary skill) 
Technology support services provided (research and 
development; information; testing and quality control and 
productivity) 
Quantum of export 
Quantum of import 
International trends in market, product, servicing, etc. 
Analysis of share of MIE in the national and international 
markets via-a-via the targets 

D. I-level •onitotin& 

120. Monitoring at B-level in the project implementation phase shall include: 

(a) financial progress monitoring, in terms of currencies agreed to, 
including "hard" currency: 

Total expenditure actually incurred on the project vis-a-via 
targeted expenditure 
Measures taken to tackle the over-run/under-run cost of the 
pioject 
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Evaluation of the proposal for revised expenditur~ targets 
Mode of financing, including mobilization of investments 
(total equity (promoters and public) and total ~ebt) 
Imports (variation in CIF price and variation in exchange 
rates and their effect) 

(b) Resource moni~.2I.in&, covering: 

Technology transfer arrang91ents aobilization (with the 
assistance of organizations, such as URIDO) 
Mobilization of hUllan resources 
Mobilization of aaterials 
Mobilization of aachinery (with the assistance of 
organizations, such as URIDO) 

(c) Physical progress monitoring, covering: 

Suggestions, if any, for changes in the design and 
engineering 
Revised schedules for various activities lDlder the project 
Revised BAR chart/CPM network and/or PERT network chart 
Adherence to the new progranne schedule 

(d) Quality monitoring, covering: 

Evaluation of various corrective steps recoD111ended for 
quality improvement in respect of materials and workmanship 
Further suggested measures for quality improvement 

(e) Social responsibilities fulfilment monitoring, covering: 

Environmental improvement achieved 
Results of the efforts towards human resource development 
Status of any other social responsibility the project has 
envisaged 

121. Monitoring at 8-level in the enterprise operational phase shall include: 

(a) Consumption norms monitoring, covering: 

Rate of consumption (of raw materials, man-hours, fuel, 
electrical power, lubricants, refractories, grinding media and so 
on depending on what is being consumed in that particular 
enterprise) per month as well as per unit of pr.od~ction 
(tons/kgs, etc.) 

(b) Physical performance monitoring, covering: 

Monthly production, despatches and stock satus 
Deviation in monthly production and despatches vis-a-via planned 
Monthly capacity utiliz&tion of the plant and how it compares 
with break-even point Nld also with performance in earlier periods 
M~nthly loss of production in· the plant (owing to shortage of 
input materials, shortage of fuel, shortage of power, stoppage of 
plant on account of planned maintenance and/or repair, unplanned 
(break-down) maintenance Mnd/or repair, and faults/problems in 
mechanical aspects, electrical aapectB, instrumental aspects, and 
op~rational aspects) 
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Actions taken to meet the shortfall in production/despatch 
Demand for the product - present, projections for the future, and 
identification of demand centres (i.e. status of market-survey) 
Supply (i.e. inputs) - present, projects for the future and 
identification of supply centres 
Export potential in the international market as vell as in the 
markets of participating co\Dltries - price-wise, quality-wise and 
demand-wise and the international •arket trends 

(c) Quality monitoring, covering: 

law •aterials 
Semi-processed goods 
Finished product, services, software, customer satisfaction 
Improvements in quality through quality circles 
ieco.-endations for the creation of new quality circles 

(d) Financial progress monitoring, covering in currencies of the 
participating colDltries as has been agreed to and in equivalent 
"hard" currency: 

Inccme and ~enditure statement 
Cost of production 
Cost of sale 
Sales revenue (inciuding prices) 
Balance sheet - assets and liabilities 
Fund (cash) flow statement - sources and applications 
Financial ratio (current ratio, asset turnover ratio, 
inventory turnover, return on sales, return on equity, and 
return on total capital) 
Effects of changes in foreign exchange rates, customs levies 
and any other loans in the participating countries 
Effects of changes in preferential buying agreed to 
originally by ftny country 

(e) Social and economic responsibility fulfilment monitoring, 
covering: 

Extent of fulfilling the n.eeds for ecological bala.1cing and 
environmental protection 
Ret benefit achieved by the local in the form of direct and 
indirect employment 
Development of the region 
Increase in the availability of the product to the local 
marekt 
Status of human resource development (number and details of 
training progr&11111es conducted, number of participants 
benefited, level of participation, participation in seminars 
and workshops, etc.) 
Extent of import subsitution - if this is identified as one 
of the objectives of MIEs 
Extent of foreign exchange earnings 
Other social and economic benefits envisaged at the time of 
embarking on the project and its subsequent reviews 
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E. P-level monitoring 

122. Monitoring at P-level in the project implementation phase shall include: 

(a) Financial progress monitoring, covering: 

Status of 11<>bilization of investments 
Actual expenditure vis-a-vis planned expenditure 
Original estiaated cost of the activity vis-a-vis the revised 
Anticipated coat over-run or under-run if any, and the 
reasons thereof 
Proposals for any revisions in planned expenditure 

(b) Resource monitoring, covering: 

Issues arising out of technology transfer activities 
Mobilization of human resources 
Mobilization of materials 
Mobilization of 5achinery 

(c) Physical progress monitoring, covering: 

Basic infrastructure for the project 
Progress of various items of wor~ in the form of BAR chart, 
CRITICAL PATH (CPM) network, or PROGRAMME EVALUATIOB REVIEW 
(PERT), network indicating both planned progress and actual 
progress; these may also include: critical milestones; 
scheduled completion date; latest allowable date for 
completion; assessed likely completion date; event slack in 
terms of (+) or (-) (weeks); description of problems; impact 
of problems; actions recoanended to Board level; cost 
implications, if any, and additional rtmarks, if any. 
Proposed amendments to the BAR chart, CPM network and/or 
PERT network 
Starting date and completion date vis-a-vis planned schedule 
with reasons for deviations, if any 
Draw attention to any specific issues coming in the way of 
achieving the planned physical progress 

(d) Quality monitoring, covering: 

Quality of materials vis-a-vis scheduled specifi~ations 
Quality of workmanship vis-a-vis specified standards 
Impact of the deviations on the total quality of the project 
Recommended corrective steps 

(e) Social responsibilities fulfilment monitoring, covering: 

Effect on environment vis-a-vis what is envisaged 
Extent of training of employees of different categorie• 
Any other social or economic aspect which the P-level is 
required to take care of as part of its responsibilitiy 

123. Monitoring at P-lcvel in the enterprise operational phase shall include: 
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(a) Consumption norms monitoring, covering: 

Rate of consumption (of raw materials, man-hours, fuel, 
electrical power, lubricants, refractories, grinding media, 
etc. depending on what is being consumed in that particular 
enterprise) per day as well as per 1Dlit of production 
(tons/kgs, etc.) 

(b) Pbysical performance monitoring, covering: 

Loss of production in each 1Dlit operation as C011pared to the 
norms set as well as the previous performance (owing to 
shortage of input materials, shortage of fuel, shortage of 
power, stoppage of unit on acco1Dlt of planned maintenance 
and/or repair, 1Dlplanned (breakdown) maintenance and/or 
repair, and faults or problems in mechanical aspects, 
electrical aspects. instrumental aspects, and operational 
aspects) 

Possible improvement of production 

(c) Quality monitoring, covering: 

Quality of raw materials vis-a-vis specifications 
Quality of semi-processed materials in the process line 
vis-a-vis what they should be 
Quality of finished product or service vis-a-vis 
specifications 
Quality of services, software and consumer satisfaction 
issues 
Effectiveness of quality circles and/or other mechanisms 
forming part of the total quality system of the enterprise 
Recommended corrective steps 

(d) financial progress monitoring, covering: 

Status of working capital and cash flow 
Inventory (in terms of days of stock and its cost) (raw 
materials, fuel, stores and consumables, goods in process, 
finished goods, and packaging materials) 
Variable costs (raw materials, fuel, power, and packaging) 
Fixed costs (salaries and wages, repairs and stores, 
overheads, depreciation, and interest) 
Sales costs 
Variation in market prices and sales realization 

(e) Social responsibilities fulfilment monitoring, covering: 

Measures taken to control environmental pollution and the 
r~sults thereof 
Measures taken towards human resource development (number 
and details of training programmes conducted, number of 
participants benefited, level of participation, 
participation in other aeminars, etc.) 
Any other social and economic benefits envisaged for the MIE. 
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VI. SUPPORT SERVICES FOR MULTIRATIOKAL IBPUSIRIAL ENTERPRISES 

12A. The absence of a strong spirit of co-operation in the development of 
multinational industrial enterprises in Africa is pri•arily due to the 
countries' weak economies. The main econo•ic and financial constraints are: 

Budget deficits; 
Balance of payments deficits; 
High inflation; and 
Over-valuation of the exchange rate. 

125. The reaction of the Govern11ents to these problems has invariably been to 
adopt corrective •easures which have had rather negative effects and resulted 
in a spiral of economic decline. The aeaaures introduced included price 
control in an effort to fight inflation, and the allocation of foreign 
exchange through import licensing in order to contain foreign exchange 
resources. The implemP.ntation of these •easures has distorted the countries• 
economies. 

126. As a result of this situation, there has been very little intercourse 
between the peoples of different African countries. Private travel is on a 
very modest scale and direct teleco1munication between the peoples of 
different African countries is minimal also on account of infrastructural 
problems. As a result, African Governments have become inward-looking and 
accord inter-country projects or multinational industrial enterprises low 
investment priority. F'Jrthermore, because of the premium placed on foreign 
currency, investments in other African countries are less attractive. 

127. In order, therefore, to promote the development of support services for 
multinational industrial enterprises, an enabling economic and industrial 
environement should first be created at the national level. To tt.at end, the 
policies outlined below are reconnended: 

Growth-oriented policies that will 

Dontribute to the elimination of budget defictis and reduction 
of Government borrowing; 
Maintain convertible currency and eliminate price control and 
administrative allocation of foreign exchange to encourage 
exports; 
Introduce tax lava to encourage savings and investment; 
Create a financial structure that can mobilize short-, medium­
and long-term resources to be made available particularly to the 
private sector; and 
Strengthen support services for export promotion; and 

Labour policies that will encourage, not force, employers to hire and 
fire as and when necessary, and to train the work-force. Wages should 
be negotiated between employers and employees, and not imposed by 
Governments. 

128. In order to achieve the primary objective of economic growth and stable 
prices, a number of African countries are implementing structural adjustment 
programmes sponsored by the International Monetary Fund (IMF) and the World 
Bank. A crucial factor at this juncture is that these countries need to 
develop the expertise and capability in order to continue managing their 
economies and maintain economic stability and growth. 
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129. Without ensuring continuous availability of that expertise and 
capability, it will be difficult to expect that the achievements of the 
progr ... es can be sustained in the future. In this connection, it is 
rec01111ended that 

Crash training progr ... es on econ011ic aanagement should be 
introduced by Goyemaents, vith the aasistance of IMF, the World 
Bank, UlmP, URIDO and ADB; and 

UniYersities, polytechnics and business schools should 
incorporate econOllic aanageaent in their syllabi and organize 
abort courses on econoaic aanageaent. 

130. In order to ensure that future politicians respect and pursue 
arowtb-oriented econ011ic policiee, a country'• basic lav should provide for 
ways in which Governaent will reepond poeitiYely to certain significant 
changes in the economic situation. For instance, they should obtain the 
approval of the electorate for their corrective policy packages, if inflation 
exceeds a certain level. 

131. Tbes~ rec01mendations are made in the light of the need to ensure that 
stable economic conditions are sustained over long periods of time. Only 
through such progr ... es will African econ011ies grow and various sectors, 
particularly the manufacturing sector, expand. 

132. Given stable economic conditions at the national l~vel, it will be 
comparatively easy to foster co-operation at the multin&:ional level. For 
instance, if the manufacturing sector expands at the national level, some 
degree of expertise will have developed in terms of project identification, 
formulation, feasibility studies/project appraisal, implementation, project 
management, production and marketing. This will promote \Ulderstanding and 
co-operation among the nationals of member states in a multinational 
industrial enterprise at various stages of the project cycle. The present 
situation is such that the few who possess the expertise enjoy insufficient 
opport\Ulity to apply their knowledge because of the decline in the economy and 
lack of business openings. 

Industrial training 

133. The basis for co-operation should be laid at the level of national 
educational institutions through exchange progr ... es, seminars and vorltabops. 
Language problems, such as those in West Africa, should be solved by the 
educational systems introducing official languages at an early stage. In an 
ideal situation West Africans would be bilingual, French and English. This 
would enable them to meet more frequently at seminars, workshops and 
subsequently on projects. It is 1Dlfort\Ulate to observe that, at the moment, 
the ADB training school organizes separate courses for English- and 
French-speaking participants. Such an arrangement will ultimately deepen 
rather than bridge the existing division between the two groups of West 
Africans and make co-operation difficult. 

134. The accelerated development of human r~sources for industrialization is 
a subject that has been a priority concern of URIDO since its establishment. 
Recent papers entitled "Strengthening the scientific and technological 
capabilities in African countries for industrial development" (document 
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ODG.3(SPEC.)) and "Development of human resources for industrialization in 
Africa" (docU11ent ODG.4(SPEC.)) prepared by U!llDO and presented at the ninth 
aeeting of the Conference of African Ministers of Industry analyse the 
aituation in Africa and advance a wide range of proposals for action. 

135. One problea which dese~ea particular aention relates to funding. It is 
iaportant that the training institutions eatabliahed in support of 
industrialization progr ... es are adequately funded on a permanent basis, 
oth~rviae they will be of no benefit. Peraanent aources of funding should be 
identified, and a fira financial structure put in place when eatablishing the 
institution. The arrangement whereby African countries are required to 
contribute periodically to the financing of an institution has not been 
aucceaaful as a n1111ber of countriea have defaulted, despite written 
undertakings to the contrary. 

136. Thia bolds true for the African Institute for Higher Technical Training 
and Research (AIBTTR). Only fifteen African countries constitute the 
aeabership of AIBTTR, and of these only three or four pay their annual 
contributions. This poses a major financial constraint and as a result the 
Institute bas not been effective despite its l•udable objectives. It does not 
have the required complement of staff and equipment nor the necessary 
logistics and facilities to make it f\Ulctional. The plight of the AIBTTR is 
aiailar to that of other regional institutions such as the African Regional 
Centre for Engineering Design and Manufacturing (AICEDEM), ARCT and the 
African Regional Organization for Standardization CARSO), all of which are 
expected to provide training. Major remedial •easures are urgently required. 

137. It is thus recommended that, in addition to the periodic contributions 
by the countries, financial arrangements such as an endowment fund should be 
established. The fund should be supported with fund-raising activities in a 
number of countries, including African countries. In order to encourage 
business houses to participate positively in these activities with generous 
donations, Governments ah~uld be requested to grant tax exemption on cash and 
other donations. These exemptions will allow donation to be deducted before 
t:AX is paid on profits. In addition, it la reco11111ended that organizations 
such as chambers of co1111erce and ass?ciations of industry be persuaded to 
sponsor technical and business schools at the national level. Such schools 
can be linked up, at a later stage, and given a multinational character. 
These reco11111endations should be seen as being complementary to those contained 
in U!IIDO documents ODG.4(SPEC.) and ODG.5(SPEC.). 

Consultancy seryices 

138. During the subregional meetings organized by U!IIDO within the framework 
of IDDA, reco11111endations were made for promoting intra-African co-operation in 
the area of industrial consultancy and engineering aervicea. Furthermore, a 
rec01111endation has already been made in paragraph• 87 and 88 that the ADB 
should sponsor the devel~pment of a multinational African conaultancy firm as 
a demonatration project. It is alao reco1mended that in support of thia, the 
development financial institutions should aponaor the development of 
consultancy services at the national level by granting loans to the firms so 
that they can acquire the basic infrastructure, including computers and other 
equipment. The development finance institutions should also organize seminars 
on project promotion and invite the consultancy firms and other institutions 
so that the participants have an opportunity to sharpen their skills. 
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139. The above rec01mtendations are being aade in the full knowledge of the 
current impression that the development finance institutions in Africa are 
bankrupt and ineffective as a result of mi .. anagment. Even though there ••Y 
be aoae caaes of ai .. anagement, thia cannot be aaid to be generally 
applicable. The aacro-econoaic problems that have contributed to the decline 
cf the African econoaies have also affected the development finance 
institutions. For instance, having borrowed long in foreign currencies and 
lent abort in domestic currencies, the aassive devaluation of domestic 
currencies will create devaluation losses. The clients of the development 
finance institutions are also affected by .. cro-econoaic problems. Thia has 
result.cl in their inability to repay their loans, thus r.clucing the loan 
recovery rate of the development finance institutions to a ainiaum. 

140. Under these circlmStancea Governaenta and central banlts have to find 
vays of rehabilitating the development finance institutions as they are very 
iaportant vehicles for the development of the industrial sector in African 
countries. Their aanagement should be upgraded or replaced, if necessary. If 
the development finance institutions vere to support the development of 
consultancy firms at the national level and if regional or subregional 
development banks, such as ADB, were to support their development at the 
aultinational level, it should be possible, in a coaparatively short period, 
to develop a reasonably adequate consultancy capability in Africa. 

141. The capabilities of the development finance institutions could also be 
upgraded for purposes of promoting project development at the national, 
subregional or regional level. As financial institutions, the development 
finance institutions, do not depend on Government budgets to finance their 
activities; they operate for profit, they publish acco1Dlts at regular 
intervals and hire expertise when necessary. On the other band, because of 
budgetary constraints, ministries of industry and investment centres have not 
been effective in project promotion. Furthermore, co-operation between 
development finance institutions in the promotion of a multinational 
industrial enterprise can avoid political involvement 1Dltil the formulation 
stage when discussions are held with the potential participating countries. 
This reco1111endation should, however, not be seen as 1Dldermining ministries of 
industry or investment centres whose role in project promotion is likely to 
increase in future. 

Entrepreneurial capabilities 

142. The development of industrial entrepreneurial capabilities is another 
area which is receiving increasing attention not only in African countries but 
also in international organizations, notably UKIDO and the International 
Labour Organisation (ILO). UBIDO has, for example, prepared a document 
(ODG.5(SPEC.)) on "Accelerated development of indi~enous entrepreneurial 
capabilities for small- and medium-scale industries in Africa" which puts 
forward rec01111endations for accelerating the development of entrepreneurial 
capabilities for small- and medium-scale industries in Africa. Furthermore, 
the World Bank has also accorded high priority to the development of 
entrepreneurial capabilities in its proposals for long-term economic 
development in Africa. 

143. The development of entrepreneurial capabilities in African co1Dltries baa 
been adversely affected by political and macro-economic problems rather than 
by the lack of entrepreneurship. For instance, in the 1960s and early 1970s, 
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a number of peasant f araers ••de Ghana the leading producers of the best 
quality cocoa in the vbole vorld. At the ti•e, there vere no state farms and 
the .. rketing board vas not as powerful as it subsequently became. Ghana is 
atill producing good quality cocoa, but the tonnaae haa dropped to leas than a 
half of the peak annual production of over 500,000 tons. The entrepreneurial 
apirit has been demonstrated in various other vaya in other African co\Dltries: 
it vill flourish only in a favourable econ011ic and political environaent. 

144. Various econ011ic policiea have contributed to the decline of the African 
econ011iea. !•port trade, for exaaple, becaae lucrative because local 
currencies vere over-valued. On the other hand, local aanufacture becaae 
anprofitable and, aa a result, private entrepreneurs vere discouraged frOll 
continuing vith •anufacturing operations. Under a regi•e of l•port licensing 
and administrative allocation of foreign exchange, private entrepreneurs •re 
leaa favourably treated. Aa a reault of aassive devaluations by a011e African 
coantriea, cash resources in the local currency have substantially depreciated 
and private entrepreneurs nov find it difficult to raise equity capital to 
rehabilitate existing projects or invest in nev projects. 

145. As part of a progr ... e to create the enabling environement, the 
Govern11ent and the central bank of each African co1Dltry should introduce a 
scheme, to be i•plemented by the development finance institutions, to mobilize 
•edi\la- and long-term resources. For instance, a good insurance system and 
pension fund schemes would attract such resources which could be mobilized by 
the development finance institutions and lent to the private sector. In this 
connection, capital markets could be developed to facilitate mobilization and 
flow of long-term capital resources. In the same vay as the chambers of 
c01merce in West Africa came together to establish the Ecobank Transnational 
Incorporated, a multinational holding company vhich has established a 
subsidiary bank in Togo and plans this year to open branches in ligeria, Ghana 
and Cote d'Ivoire, other multinational projects could be developed by the 
private sector, as long as the environment is conducive. Emphasis is, 
therefore, placed on the enabling environment, including economic stability 
vith growth, appropriate tax laws and incentives, efficient and adequate 
financial infrastructure and labour laws which favour production rather than 
consumption. 

VII. ROLE or UNIDO ARD OTHER RELEVAIU ImRRATIOftAL 
ORGAJ(IZATIORS IR THE IDENIIFICATIOR. FQRMUJ.ATIOB. IMPLIMENTA.IIQ!! 

A1'D rtQftITORIIG OF PIULTIIATIOftAL lftDUSTRIAL ENIERPRISES 

146. Several international organizations have, over the years, developed 
i•portant progra11111es that could be of aaaiatance to African co\Dltries in the 
identification, formulation, implementation and •onitoring of multinational 
industrial enterprises. These include, in particular, UNIDO, URCTC, URCTAD, 
World Bank, ILO, the United Rations Educational, Scientific and Cultural 
Organization (UNESCO), APB, the Economic co .. iaaion for Africa (ECA) and ARCT. 

A. Role of UIIDO 

147. Since its establishment, UNIDO baa developed an important progra11111e of 
assistance to developing countries in the identification, preparation and 
promotion of industrial investment projects. Within the fram~work of its 
various progr~es, especially the industrial investment programme, technical 
co-operation activities and the System of Consultations, UNIDO assists 
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developing colDltries, as vell as private and public sector enterprises, in the 
preparation of investllent project profiles. Soae of these proj~ct profiles 
are aaintained by UKIDO and promoted among potential investors and financing 
institutions directly through the URIDO network of Investllent Promotion 
Services and/or during investllent project proaotion fora. URIDO has also 
published a aeries of project profiles in a document entitled "Hov to start 
aanufacturing industries•. Bach of these profiles lists the pre-requisites 
for a particular process: rav .. terials, .. chinery and equiP11ent, labour, 
initial investaent and aoae element• of production coat. The profiles are 
intended for uae by develoP11ent finance institutions, the business 
enterpreneura, and other individuals intereated in investing in industry. 

141. URIDO also provides assiatance to fir1111 and C011panies in developed 
co1Dltries in the formulation of project ideas which they are aeeking to 
illplment vith a partner in a denloping co1Dltry. Such fima aay have 
technology, knov-hov, financial resources or plant and aachinery suitable for 
redeployaent in colDltries with a lover cost structure. In this regard, URIDO 
is often called upon to assist in proaoting investment projects identified by 
other develoP11ent agencies vith which it has established co-operation 
arrangements, e.g. CDI in Brussels (Belgi1.m1) or the International Trade Centre 
(UllCTAD/GATT) in Geneva (Switzerland). 

149. Within the fraaework of its investment promotion progra1111e, UKIDO has 
established a network of investment promotion services in major cities in nine 
co1Dltries: Cologne, Milan, Paris, Seoul, Tokyo, Vienna, Warsaw, Washington, 
and Zurich. The main f1Dlction of these services is to identify foreign 
partners for investment projects in developing C01Dltries. They are f1Dlded by 
a special contribution of their host co1Dltry Governments and/or business 
COlllllUDity such as the chamber of co1merce and industry or the association of 
manufacturers. The investment promotion services keep in close touch with 
business c011111unities and development agencies in their host co1Dltries and have 
established data banks vith details of companies seeking overseas industrial 
partnership opportunities. Such companies receive information on in\eatment 
projects in the countries and subsectors they have specified, as well as 
general information on business condftions, such as the procedures for 
registering investment projects, details of tax and other incentives in those 
co1Ultries. 

150. The investment promotion services have developed a delegates progra1111e 
which enables officials from investment promotion agencies, ministries of 
industry and other institutions in developing co1Dltries to participate in the 
day-to-day vork of the Service and develop contacts vith the boat co1Ultry 
industrialists as vell as with development and financing institutions. The 
delegates are a valuable source of up-to-date information on investment 
conditions in their home countries. During their secondment, •any of them 
receive from their home co1Ultriea details of priority investment projects for 
promotion among suitable partners in the host co1Dltry. 

151. URIDO bas also developed and maintains an Investment Promotion 
Information System (IlfPRIS) data base at its Headquarters in Vienna. The 
IBPRIS data base is related to industrial investment in developing coUDtries. 
In addition to details of active investment project•, the IlfPRIS aystem 
contains records of firms in countries with no IPS and which have expressed 
interest in investment projects in developing co1Dltries. Such firms receive 
details of all new projects that meet the criteria they have specified and are 
kept informed of URIDO project identification and promotion progr&1111es. 
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152. In arranging direct contacts between local project sponsors 111d 
potential foreign partners, UNIDO uses a nuaber of tools. The aost important 
of these tools are the investment project proaotion fora (also known as 
investor'• fora) organized in the developing countries to enable local project 
aponaora and potential foreign partners to diacuas investment projects that 
have emerged frOll UBIDO investment project identification and promotion 
activities. Prior to attending the fora, the foreign industrialists are 
usually aupplied with advance information by U1'IDO on the projects to be 
proaoted at the fora. Kev project ideas aay also be generated at the fora 
theaaelvea. 

153. U1'IDO also organizes country presentation tours arranged by the 
inveataent promotion services in their boat co1Dltriea for delegations from 
developing countries. Such delegations usually include: ainiatera of 
industry, senior governaent officials, executives of industry associations and 
buaineaaaen. The delegations call on potential partners to provide them with 
inforaatlon on investment conditions and opportunities in their home countries 
and to discuss specific investment projects previously promoted through the 
network of the investment proaotlon services. 

154. Advantage ls also taken of non-U1'IDO-sponsored activities such as trade 
fairs to arrange business discussions between entrepreneurs from developing 
and developed countries, especially between project sponsors and potential 
technical and financial partners with financial support from an independent 
source, such as Government of an industrialized country. 

155. In addition to the mechanisms described above, URIDO also assists 
individual countries in identifying their natural resource endovments or other 
available raw materials suitable for processing. With UBDP funding, a number 
of countries have been assisted in the preparation of their economic and 
physical profiles. In Kenya, for example, such an exercise was carried out 
for the 41 provinces of the country. In each case, an indication was given of 
existing opport'lDlitles for development ard rec011Dendations advanced for future 
development. The detailed information provides a good basis for project 
identification. 

156. At the subregional level and under the IDDA programme, UJIDO and ECA 
have intensified their efforts in assisting African countries in identifying, 
formulating and promoting industrial projects at the subregional and regional 
levels. Since 1982, UNIDO has organized, in co-operation with the ECA and the 
lead subregional organizations, a aeries of subregional meetings on the 
pra11otion of industrial co-operation within the fraaework of IDDA. During 
each of the meetings, agreement is reached on the priority areas and 
sub-sectors of subregional co-operation, a set of investment projects in the 
core industrial sub-sectors, support projects in such priority areas aa 
training, industrial consultancy and engineerin& services as well as on the 
atrategy for the implementation of the progr ... e. Several of the projects 
retained in each subregional progra1De are promoted at the UlfIDO-sponsored 
investment fora or directly among potential investors and financial 
institutions. 

157. An important feature of the UNIDO subregional prograane is the 
assistance it provides in strengthening subregional institutions auch as 
ECOWAS, ECCAS. PTA, SADCC and UDEAC aimed at enhancing their capability in 
promoting industrial co-operation in their respective subregions, as well as 



in promoting and monitoring the implementation of the subregional industrial 
promotion progr ... es. 

158. Furtberaore, within the fr .. ework of the UllIDO regional progr ... e for 
Africa, the following subregional projects have also been identified: 

Develo1111ent of fertilizer indll&try in the PTA subregioni 
Inatitutional support to VDU.Ci 
General inveataent opportmity study in the development of the 
pharaaceutical incluatry in the Union 110netaire OUeat Africaine (Ull>A)i 
General opportmity study on the possibility of establishing a 
refractory induatry in the SADCC svbregioni 
Industrial rehabilitation; and 
Pr0110tion of aul~inational industrial enterprisesi 

Under these progr ... ea a nunber of subregional industrial investment projects 
will be identified and promoted. 

159. In this connection, UllIDO bas extended the acope of its workshops, 
aeainara and co-operation with these subregional intergovernaental 
organizations to include assistance in project identification, formulation, 
feasibility studies, project implementstion incl•Jding negotiation of transfer 
and acquisition of technology, mobilization of foreign investment, and plant 
co1missioning and evaluation. 

160. In connection with its subregional progra1mes, URIDO has also actively 
participated in establishing of and/or supporting the following institutions: 

The African Regional Centre for Engineering and Design and ~'lllufacturing 
(ARCEDEM) in Ibadan, Bigeria; 

The African Regional Centre for Technology (ARCT) in Dakar, Senegal; 

The African Regional Organization for Standardization (ARSO) in Bairobi, 
Kenya; 

The Eastern and Southern African Management Institute (ES.AMI) in Arusha, 
Tanzania; 

The African Institute for Economic Development and Planning (IDEP) in 
Dakar, Senegali 

The African Institute for Higher Technical Training and Research 
(AIHTTR) in Bairobi, Kenya. 

B. lole of other relevant internptional organizations 

161. In order to assist African countries achieve the industrial development 
and other objectives contained in the Lagoa Pl.an of Action, ECA bas 
eatabliahed, in addition to ARCEDEM, ARCT, ARSO, IDEP and AIHTTR, a number of 
centres, known as the Multinational Pro&rAIDint: and Operational Centres 
(nuLPOCa) for member states within the respective subregions. A MULPOC meets 
at the level of Ministers of State and Government official• to discuss 
policies and strategies aimed at translating th~ development objectives, 
including the industrial development objectives, contained in the Lagos Plan 
of Action. Each MULPOC has set up a co1111ittee charged with the specific 
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responsibility of i•pleaenting the IDDA proar ... e for developing the core 
industries as •ultinational industrial enterprises vithiu its particular group 
of countries. The MULPOC secretariats are located at Lusaka for the Eastern 
and Southern African subreaion, Bi .. ey for the Western African subregion, 
Yaounde and Gisenyi for the Central African subreaion and Tangiers for the 
Borthern African subregion. 

162. In addition to the special roles of UBIDO and ICA described above, other 
international institutions including UBDP, UlfCTC, the World Bank, the 
International F~nance Corporation (IFC), CDI for the EBC/ACP countries, and 
national agencies and financial institutions of certain developed countries 
such as Kreditanstalt fur Wiederaufbau (IFW) and Caisse Centrale du 
Cooperation et Economique (CCCE), assist in the development of aultinational 
industrial enterprises in Africa. 




