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I. INTRODUCTION 

1. This approach paper is a first attempt to tackle a problem of 
immense complexity, namely to assess the funding requirements for 
the Second Industrial Development Decade for Africa (IDD~) and to 
suggest ways and means of mobilising the resources required. 

The complexity of this exercise arises for four distinct 
reasons: 

2. First, we are not dealing with one planning and development 
agency but with 51 independent sovereign states, each of which has a 
different political, economic and social scenario an~ all of which 
are at varying levels of industrial development. 

3. Second, the timeframe of ten years is rather long for making 
precise estimations in the face of volatile price situations, 
inflationary conditions and changing patterns of the world's 
economy. Furthermore, we are faced with a situation where the 
governments concerned themselves design national development plans 
of durations extending only over four to five years and the donor 
agencies have even shorter planning periods. The ability both of 
national governments and of donor agencies to make such long-term 
commitments is questionable. 

4. Third, long-term financial planning by governments is generally 
associated with and is more feasible in the case of countries which 
adopt systems of comprehensive national planning, where economic 
activity is largely in public sector hands and where the state is 
"dirigiste• in character. While, till recently, this may have been 
the situation in many African countries, the scenario is rapidly 
changing. There is a perceptible shift to economic liberalisation, 
a move from the public to the private sector. Investment decision 
making and consequently the assessment of funding require~ents is 
passing on to a much larger field of actors. The imponderables in 
calculation have certainly intensified. 

5. Fourth, the degree of confidence with which one can make 
projections is in direct proportion to the degree of confidence one 
has in the economies concerned. In this regard, Africa's recent 
record had been very unhappy. The imbalance b~tween exports and 
imports, the colossal debt burden, the gross underutilisation of 
existing industrial assets, weaknesses in the institutional and 
physical infrastructure and the lack of adequate human resources -
all these factors are disincentives to investment and certainly 
constrain foreign equity involvement. 

6. These four factors h3ve been stated not in a spirit of 
defeatism or as a counsel of despair. It is necessary to recognise 
them frankly - and indeed this has been done by the conference of 
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African Ministers of Industry (CAMI) - in order to appreciate the 
limitations of undertaking a ten-year financial assessment and to 
highlight the enormous challenges confronting African planners, 
leaders, administrators and managers. 

7. Despite the dif~iculties involved, it is imperative that the 
effort to calculate the resources required and to mobilise them be 
made if the second IDDA is to become a reality. The position could 
not have been stated bett~r than in paragraph 302 of the approved 
IDDA document, •visions and dreams of development, strategies of 
industrialisation, projects and programmes acquire a sense of 
reality if they can be backed by financial resources, specifically 
mobilised and deployed for the purpose. One of the handicaps faced 
during the first IDDA and one of the reasons, amongst others, why 
the first IDDA did not come up to expectations, was that the 
required investment finance was not forthcoming.• 
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II. THE CHARACTERISTICS OF THE SECQND IOPA 

8. B£fore embarking on the financial analysis which is the main 
purpose of this approach paper, it is necessary to understand the 
conceptual basis of the second IOPA, its strategic orientation and 
the earlier background which had led to its design. Second IDDA is 
not an exercise prepared in a vacuum. It is a continuum from the 
first IDDA and the strategies envisaged in the Lagos Plan of Action. 

9. ThP. Lagos Plan of Action adopted in April 1980 was an 
integrated programme of African developaent covering all sectors of 
the econony - food and agriculture, industry, natural resources, 
human resources, science and technology, transport and 
communications, trade, finance, energy and the environment. The 
underlyinq spirit of the Lagos Plan of Action was the vision of 
African self-reliance and self-sustainment. An important element in 
the approach was the commitment to regional and subregional 
co-operation. 

10. The first IDDA (1981-1990) was a creation of the Lagos Plan of 
Action and an integral part of it. Its aim was to translate the 
Lagos Plan of Action goals into the arena of industrialisation with 
the following objectives and strategic approaches: 

(a) To use industrialisation as a means of attaining 
self-reliance and self-sustainment; 

(b) To reduce traditional dependence on forces and factors 
outside the continent: 

(c) To promote il'l.ternal engines of growth; 

(d) To increase the use of domestic factor inputs; 

(e) To promote the establishment in Africa of core and 
strategic industries: 

(f) To develop critical national capabilities, human, 
institutional and infrastructural, for project design, 
project execution, negotiating skills, mobilisation of 
financial resources, support services, entrepreneurship 
and business management; 

(g) To promote regional and subregional co-operation as a 
practical means of enlarging markets, establishing 
multinational core projects and strengthening the 
interdependent physical and human infrastructure. 

11. The brave dreams of the Lagos Plan of Action and the first IDDA 
remained, alas, unrealised. The decade of the eighties was a 
disaster for Africa and African leaders have themselves described it 
as the "lost decade". Per capita incomes declined, agricultural 
output could not keep pace with population growth leading to food 
deficits, the huge investment envisaged for the first IDDA did nvt 
in fact materialise, existing industrial assets performed poorly and 
Africa accumulated an enormous debt burden. 
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12. It would be duplicative to repeat the reasons why and how this 
happened. Earlier docWDentation has gone comprehensively into thE 
question and indeed in designing the second IDDA programme, African 
leaders have taken into consideratior. the causes for the failures 
and shortcomings of the earlier approach. Second IDDA firmly 
reiterates its faith in the aims of the Lagos Plan of Action and of 
the first IDDA namely the attainment of African self-reliance and 
self-sustainment. However, there are appreciable differences in the 
strategies proposed to be adopted during the second IDDA to achieve 
the sa&e goals. 

13. It is important to recognise the basic elements of these 
strategies underlying the second IODA as they have a direct bearing 
on the scope and direction of the programme, the thrust of 
investllent, the scale of operations, the actors involved, all of. 
which influence the issue of mooilisation and deployment of 
resources. The highlights of the strategic approach to the second 
IDDA include: 

(a) The most striking difference between the first IDDA and 
second IDDA is the manner in which the two programmes were 
designed. First IDDA was conceptualised and articulated 
at a central level by the Economic Commission for Africa 
(ECA), Organisation of African Unity (OAU) and United 
Nations Industrial Development Organisation (UNIDO). It 
had of course the backing of the Conference of African 
Ministers of Industry but even so, it was more in the 
nature of a message to the Member States. For instance, 
estimates were made of the order of US$170 billion needed 
for investment in the so-called •core industries•. These 
estimates were prepared by regional and sectoral groups of 
experts. They conveyed what needed to be done. There was 
no specific ba~king at the national level. 

Second IDDA has been prepared at the grassroots level. 
Each Member State has designed its own ten-year national 
plan of industrial development based on its own economic, 
political and social circWDstances, its own natural, human 
and financial resources and its own priorities. This has 
two significant implications. Firstly, the plans are 
based on the hard bedrock of realities and secondly the 
countries concerned are committed to the programme. In 
terms of financing the national programme, there is a 
sense of realism as each country has made an estimate of 
its own capability to mobilise funds and has already made 
a preliminary examination of ways and means of securing 
foreign ~ssistance to meet the funding gap. 

(b) Second IDDA has recognised courageously that it is not 
adequate to make heavy investments in creating industrial 
assets. Of equal importance is the responsibility of 
operating these assets at optimum level. The national 
programmes all recognise the poor performance of existing 
industries in Africa - low capacity utilisation and far 
from adequate input-output ratios. The programmes have 
consequently given a very high priority to rehabilitation 
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and revival of existing industries. From a financial 
angle, this make good sense. For marginal investments in 
de-bottlenecking and rehabilitation, coupled of course 
with strong human and managerial effort, the returns can 
be most rewarding. Capital-output ratios will be more 
satisfactory than in the case of fresh investment. Donor 
support, it is expected, will be more likely to come for 
this effort. 

(c) All the national programmes recognise that 
industrialisation should under no circumstances be at the 
expense of agriculture and food production. They also 
emphasise the interlinkage between agriculture and 
industry and the need to promote agro-industries. From 
the financial angle this approach will pay high 
dividends. Agricultural self-sufficiency will relieve ti~e 
state of the heavy burden of food i•ports and increased 
rural prosperity will generate markets for industrial 
products. 

(d) The leadership role was taken by the public sector in the 
first IDDA but unfortunately the performance of the 
state-owned enterprises was rather weak. A major shift in 
policy had taken place almost throughout Africa. Economic 
liberalisation is the order of the day and the private 
sector is now being called upon to advance the cause of 
industrialisation. This move has major financial 
implications. The strain on government ~udgets for 
investment funds will reduce. There will be greater 
dependence on private savings and foreign capital and the 
commercial and investment banks will have to play a more 
active role as providers of investment and working capital. 

(e) A survey of the proposals for industrial expansion reveals 
a sense of modest praqmatis•. There are no heroics about 
giant integrated steel plants, petro chemical complexes 
and other highly capital-intensive and technologically 
sophisticated industries. The choice of investments in 
the metallurgical, chemical, textile, leather, forest, 
fisheries and agro-based industries ranges from small to 
medium-scale. The chosen areas are less capital intensive 
and more labour intensive, the technologies are not too 
complicated and w!ll be easier to absorb and adapt and the 
scale of investment will be relatively modest. In 
practical terms this range of investments will attract 
domestic private entrepreneurs as well as donor support. 

(f) A r.ajor effort will be made during the second IDDA towards 
entrepreneurship development. The concentration will be 
on the small amd medium-scale entrepreneurs and the 
informal sector. Institutional support is foreseen for 
this drive. 

(g) In keeping with the ~~ve towards the privatisation of 
industry, African countries will make a strong bid to 
attract foreign venture capital. Towards this end, 
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Investment Codes are being liberalised and an atmosphere 
conducive to foreign investment is ~ir.g created. Foreign 
capital is vital to the success of the second IDDA as it 
will not only help to bridge the resource gap but will 
also bring in technology, •~nagerial know-how and access 
to export markets. 

(h) Second IDDA will make a aajor effort to strengthen the 
physical infrastructure without which industrialisation 
will not be possible. The programme includes development 
of railways, roads, ports, transr •rt and co11J1unications, 
telecommunications, water supply, energy and housing. The 
cost of production, competitiveness and cost-effectiveness 
of industrial production would certainly be conditioned by 
the quality of the physical inf~astructure. 

(i) Second IDDA places equal stress on the development of the 
institutional infrastructure. This includes critical 
industrial support services such as R & D agencies, 
industrial consultancy, testing and quality control 
services, engineering and process design capability, 
industrial information services, standardisation and 
metrology services. On a wider scale is the question of 
the strengthening the educational system from primary 
school to university, with special emphasis on technical 
education. Of equal consequence is the need to strengthen 
industrial financial institutions - development banks, 
commercial banks, export finance, leasing, insurance stock 
markets and commodity exchanges. Finally, the second IDDA 
recognises that the most critical part of the 
institutional infrastructure is the government itself. An 
attempt is being made to debureaucratise government 
agencies converting them from regulatory to promotional 
bodies and to design government policies relating to 
taxation, exchange rates, import-export regulations and 
investment codes to create what is now described as an 
"enabling environment". 

(j) The spirit of the IDDA lies in the development of African 
capability. Hence human resource development forms a 
central core of IDDA. The aim is to upgrade skills in all 
areas critical to industrial development -
entrepreneurial, managerial and technical. An important 
element is the integration of women in the industrial 
development process. 

(kJ Finally, IDDA reiterates the urgent need to convert the 
declarations of African solidarity and the oft repeated 
plea for regional and subregional co-operation into 
concrete reality during the second IDDA • The 
fragmentation of the continent has resulted in a situation 
where the majority of African countries are not large 
enough to go in for optimum-sized industries. This 
applies in equal measure to the development of the 
physical infrastructure particularly transport and 
communications. The importance given in the second IDDA 
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to regional and subregional co-operation is evidenced by 
the fact that a seperate Part II of the second IDDA 
document has been exclusively devoted to this question. 

14. Reviewing the panorama of projects and activities which 
constitute the second IDDA and seeing this programme in the cold 
light of the need to raise the requisite financial resources to 
sustain it, it is repeatedly urged to that it is imperative to 
prepare a shelf of "bankable projects•. Such a shelf, it is argued, 
would be the only way to attract investors, lenders and technical 
assistance. 

15. Prima fa~ie, this advice appears sound, based as it is on a 
sense of econowic pragmatism. The term "bankable project• 
presumably conveys an investment proposition which is backed by a 
feasibility study/project report which establishes it~ technical, 
managerial and commercial viability. Its products can be ~arketed 
at a profit and the venture will have a sound balance sheet. 
Certainly such a proposition woqld be attractive to lenders 
investors. 

16. The projects included in the second IDDA under the head 
"industrial expansion• and, to a great extent those covered by 
rehabilitation should be subjected to this discipline. But one 
should not lose sight of the composite nature of the IDDA 
programme. There are many elements in the programme, as critical as 
direct industrial investment which cannot be evaluated by the 
"bankability• criteria, as earlier defined. The~e include 
development of the physical infrastructure, stengthening of the 
institutional infrastructure, capacity building and human resource 
development, promotion of small and medium enterprises, export 
promotion and revamping of public policies affecting 
industrialisation. It is not possible to prepare conventional 
prof it and loss accounts for these activities aLd yet they are basic 
to industrial development. They require funding. They also require 
foreign aid. It goes without saying that these c~ncepts should not 
remain at the level of generalities. Specific projects and 
programmes need to be prepared along with cost-b~nefit analysis. 
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III. FIRMING UP THE SECOND IDDA 

17. We have already had occasion to note that one of the strong 
points of the second IDDA is the fact that it is based on national 
programmes, prepared nationally. This aasumption needs 
reverification and reconfirmation. A scrutiny of the 47 "national 
programmes" received will show that they do not at all have the same 
status. They fall within the following categories: 

(a) National programmes which have been formally approved and 
adopted by the nati~nal government: 

(b) Draft national programmes, cleared by civil servants and 
planning agencies, awaiting formal approval at the 
political level: 

(c) Draft r.ational programmes, prepared by local experts in 
consultation with local officials waiting formal approval 
at civil service and political levels: 

(d) Draft national programmes prepared by foreign consultants, 
in the nature of recommendations made to the national 
authorities. 

18. One can however reasonably assume that the ·•national 
programmes" received do in fact reflect the thinking of the 
governments concerned. This is reconfirmed by the fact that 
paragraph 20 of the second IDDA docwraent "Self-Sustained Development 
Through Industrialisation", approved by CAMI.10 specifically states 
that 47 African countries had prepared national programmes and the 
names of these countries were specifically cited. The ministers of 
iL~ustry of the countries were present at Dakar when this programme 
for the second IDDA was approved. 

19. Nevertheless, to set aside all ambiguity and doubt, it would be 
desirable for each Member state to r~view the draft "national 
programme", update the projections and accord formal approval to the 
document. It could then be used as an operational instrument for 
implementation and action-orientation. 

20. As a second step, it is suggested that the ten-year period of 
the second IDDA should be divided into suitable operational 
phases/tranches. This would be a practical measure in the light of 
the difficulties outlined earlier and indeed recorded in the second 
IDDA document itself, regarding projections over too long a period. 
While it would no doubt be desirable to have uniformity in the 
period of phasing for all African countries, this may not be 
practicable. The most logical arrangement would be to make the 
phases co-terminus with the periods fixed for the national 
development plans. 

21. An immediate exercise which African countries may be requested 
to undertake while revie~ing their national programme is to 
categorise the proposed activities into the four elements classified 
in the second IDDA document: 
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(a) Programmes of rehabilitation: 

(b) Pr~rammes of industrial expansion; 

(c) Promotion of small and medium-scale industries: 

(d) Support services: 

(i) 
(ii) 

(iii) 

physical infrastructure; 
institutilnal infrastructur~: 
human resource development. 

22. Along with this eA~rcise and as a prelude to prioritisation and 
cost estimation, it is st.ggested that the proposed programmes should 
be classified according to their present operational status, thus: 

(a) Existing investments needing rehabilitation: 

(b) Completed projects awaiting commissioning: 

(c) Projects under construction: 

(d) Approved investment projects where finance has been tied 
up; 

(e) Approved investment projects for which finance is being 
sought; 

(f) Projects for which feasibility studies and project reports 
have been completed; 

(g) Projects for which feasibility studies and project reports 
are currently under preparation; 

(h) Project ideas. 

23. It is expected that from year to year, projects will move up 
the scale as they mature. 

24. Finally, there comes the most difficult task of establishing 
priorities. No doubt the total shelf of projects and programmes 
incorporated in the national programmes are all relevant to the 
industrialisation goal. However, the stark reality is that 
resources are limited and consequently hard choices will need to be 
made. To begin with funds requi:-ed for industrial investments will 
have to come out of the general kitty of funds available for overall 
economic development. This will involve a wider national priority 
P-xercise, particularly to the extent that the funds come from the 
p~tblic exchequer. It would seem that while preparing the national 
progrdmmes for the second lDOA, the claim of otb~r sectors of the 
economy of equal importance has not been adequately examined. 

25. Within ti.~ industrial aector, the highest priority must go to 
the rehabilitation and regeneration of existing industries. It has 
been clearly recognised in the second IOOA text that it is not 
advisable to go in for large-scale industrial expansion without 
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first setting the existing house in order. An urgent diagnostic 
exercise has to be undertaken to ascertain the causes for industrial 
sickness and to work out a remedial plan of action. The aim must be 
to raise capacity utilisation to at least 70 per cent. 

26. In selecting new investments, no set rules can be imposed. 
HoYever it would be desirable for each country to establish an 
appropriate set of investment criteria and a professional cechanism 
for scrutinising project proposals and taking investment decisions. 
The goals of the second IDDA would seem to indicate the following 
investment criteria: 

employment generation; 
lower capital intensity and higher capital-output ratios; 
export earnings; 
development of backward areas; 
use of domestic factor inputs; 
existing or potential adequacy of African professional and 
technical staff; 
adequacy of the local market or firlil arrangements for 
creation of regional markets; 
international cost-competitiveness. 

27. It is vital that the strictest discir:ine be imposed in 
filtering investment proposals through this set of investment 
criteria, so as to prevent unworkable and non-viable investments. 

28. Aft£r the above exercises are completed, an ass~ssment of the 
total costs involved would need to be prepared. Each national 
programme must be accompanied by a financial annexure. 
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IV. MQBILISING DOMESTIC RESOURCES 

29. The first IDDA emphatically stated and the second IDDA has 
reiterated that the conception and execution of the p~ogramme of 
industrialisation is jointly and ~everally the responsibility of the 
African countries themselves. By the same token, it is implied that 
the main burden of raising the funds for industrial development must 
be that of Africa itself. It is of course by no means Africa's case 
that it can raise the required resources by itself. The injection 
of foreign capital, donor aid and technical assistance will be 
needed and will be asked for. But such external help will be 
forthcoming only if it is perceived that a genuine effort is being 
made by Africans to raise funds and to use funds prudently. 

30. The problem of domestic financial resources for development is 
not divisible. The resources raised and available for investment 
are needed for a variety of economic sectors. The resources 
constitute a pool on which competing demands will be made. It is 
thus not practicable to undertake a totally independent exercise on 
raising domestic resources solely for industrial development. 

31. Domestic financial resources can be r~ised from the following 
sources: 

(a) Budgetary resources; 

(b) Surpluses of public enterprise; 

(c) Private savings; 

(d) Surpluses of private enterprises; 

(e) Funds of development banks; 

(f) Funds of coll&lllercal banks; 

(g) Funds of insurance companies, housing societies, unit 
trusts and othe::: financial institutions; 

(h) Export earnings 

(a) Bµdgetarv resources 

32. A survey of the national programmes brings out the grim reality 
that the majority of African countries do not have any budgetary 
surpluses available for investment in industrial development. On 
the contrary, most countries are running unmanageable budgetary 
deficit~ which in turn are leading to inflationary spirals. It 
would require a great deal of optimism to believe that a substantial 
portion of the resources for &econd IDDA can come out of budgetary 
surpluses, unless there are major changes in policy and practice. 

33. The turn around can come if public income can be raised and 
public current expenditure reduced. The raising of public revenues 
is possible only through raising taxes (or ensuring better 
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collection) or by raising public loans. The first option is hardly 
available because of low private incomes. Existing tax levels in 
most African countries have reached saturation level. There are two 
positive factors for the future. First, if the plans for the second 
IDDA do in fact mature, the additional production and income so 
generated will widen the tax base. Second, there is already in 
existence a substantial informal sector, whose activities are 
unaccounted for and who are currently not paying any taxes. The 
question is whether the African govermaents can create conditions to 
bring the informal sector within the national accounting system. A 
huge source of resource is today escaping the tax net. 

34. The same considerations apply to the capability of raising 
loans. There is inadequate private suplus income to lend to the 
g~vernment and even where there is, the high inflation and 
continuing decline in the value and purchasing power of local 
currencies is a disincentive to savings. Interest rates are not 
keeping pace with inflation rates. Consequently there is a 
preference for investments in property and tangible assets or for 
activity in the informal s~ctor. 

35. It would therefore appear that the only plausible way of 
raising budgetary resources is by reducing expenditure. Obviously 
the axe should not fall on much needed development expenditure. A 
sharp review would need to be ma~'- of current expenditures to weed 
out w~steful and unproductive outlays. Amongst the areas which bear 
scrutiny are: 

subsidies; 
military expenditures; 
overstaffing; 
speed of ~ecision-making; 
support to losing public enterprises; 
ceremonial expenditure; 
excessive participation in conferences and talk-shops; 
dismantling of excessive bureaucratic controls. 

36. Many African countries have commenced diagnostic studies into 
public expenditures to eliminate waste. Some of these areas of 
examination are part of the conditjonalities imposed by the World 
Bank/International Monetary Fund (IMF) as part of Structural 
Adjustment Programmes (SAP). 

37. Finally, African countries must courageously face the fact, 
which is often swept under the carpet, t~at corruption is rampant in 
many countries and public funds find their way into private hands 
and move into the informal sector or into foreign bank accounts. It 
hardly seems right the countries should bemoan the lack of financial 
resources, when in fact substantial resources are illegally 
funnelled away. 

(b) pyblic enterprise surpluses 

38. Throughout Africa, there have been enormous investments in 
state-owned enterprises. Unfortunately, these investments have not 
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paid oft. With some exceptions which qive rise to hope, the general 
record of public ente1"Prises in Africa has been very poor. Most of 
them are runninq into heavy losses and are a continous drain on the 
public exchequer. Studies conducted in several African countries, 
so•etiaes with technical assistance fro• UNIDO and the Word BanJc, 
have revealed a variety of reasons for this disaal performance: 

underutilisation of installed capacity; 
low productivity; 
overstaffinq; 
political and bureaucratic interference; 
lack of professionalis• in Jlallaqeaent; 
underpricinq of products; 
undertakinq at the instance qovernllent social obliqations 
to the detri•ent of the profit and loss account. 

39. One of the important proqraJ1J1es in~luded in the 
the revitalisation of the public enterprise sector. 
governments are no lonqer in a position or in a mood 
enterprise •ismanaqeaent and losses. 

second IDDA is 
African 
to bear public 

40. The measures launched to improve performance include qrant of 
manaqerial autono•y, insistence on accountability for performance, 
strenqhteninq professionalisa, freedoa of pricinq and in some cases 
privatisation. The net result of these steps should be two fold: 

elimination of losses thus relievinq the budget of the 
present drain; 
qeneration of surpluses which will auqment the pool of 
domestic financial resources available for investment in 
the second IDDA. 

(c) Private enterprise 

41. It is expected that during the second IDDA, there will be a 
major qrowth in private entrepreneurship, particularly in the small 
and medium-scale sectors. To the extent that this actually occurs 
and on the reasonable assumption that private businesses will be run 
profitably, the qrowth of the private sector will automatically 
auqment domestic resources through the qeneration of profits and 
payment of taxes. This trend will be even faster if steps can be 
taken to bring the informal sector into the accounted economy. 

(d) .friyate sayings 

42. Earlier, mention has been m~de about the constraint on private 
savings because of generally low ~nd oftimes subsistence incomes. 
Further, the incentive for individual and household to save does not 
exist because interest rates generally tend to be neqative, lower 
than the rates of inflation. It is hoped that the second IDDA 
proqrammes will generate higher incomes and result in lowering the 
inflationary trend, thus setting in motion a savinqs drive. 
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(e) pomestic ban]t finance 

43. In the industrialised world, the banking systell plays a key 
role in funding industry, both in the shape of long-aediua-tera 
loans for capital investlaent and working capital to keep the wheels 
of industry aoving. The co .. ercial banks find theaselves unable to 
raise deposits because of the earlier aentioned negative interest 
rates and low private incoaes consequently they are in no position 
to provide cash credit to industrialists. 

44. Soae African countries such as Cote d'Ivoire, Mauritius, Zallbia 
and Ziababwe have established developllellt banks. These institutions 
need to be strengthened to play a catalytic role in the 
industrialisation process by providing venture capital and long-term 
loans. 

45. With the current trend towards privatisation, there is a clear 
need to revamp and strengthen the banking syste11 in African 
countries. 

Task Force 

46. It is generally assUlled in developing countries that the 
responsibility for aobilising resources is that of the Ministry of 
Finance. While no doubt the Minist-cy of Finance does play a vital 
role in the process, th~re are, as the earlier survey shows, a 
nUlllber of actors involved. A joint and co-ordinated effort is 
called for. 

47. It is therefore proposed, for the consideration of the Member 
states, that a task force on resource aobilisation should be 
urgently set up in each country. The team should include 
representatives of the ministries of finance, planning and industry, 
the central bank, comaercial banks and chambers of co111Dlerce. 
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V. MOBILISING FOREIGN BESOQRCES 

48. The raising of doaestic financial resources for funding the 
second IDDA aust of course be accepted as a governing principle, 
arising out of the self-reliance concept. Thus while adopting the 
progrillllle for the second IDDA, the Council of African Ministers of 
Industry in Res.l(ix) specifically •appeals to African countries and 
to African intergovernaental organisations, particularly financial 
institutions, to take the necessary aeasures to ensure the 
successful iapleaentation of the prograJllle for the second IDDA and 
to give priority to the aobilisation of their own financial 
resources for the iapleaentation and aonitoring of the programme.• 

49. African leaders have, however, theaselves recognised that the 
second IDDA and for that aatter overall socio-econoaic development 
would be an i•possible dreaa if it is to be based totally on 
doaestic funding. The inflow of foreign capital in the shape of 
equity and loans as well as technical assistance would be absolutely 
necessary. In Res.l(ix) CAMI.10 aakes the following appeals: 

•Also appeals to the international co .. unity, particularly 
bilateral and aultilateral fundiDCJ intitutions, to increase 
significantly their contributions to the industrial sector in 
African countries, so as to ensure successful and sustained 
implementation of the programme.• 

•specifically urges international financial institutions, 
particularly the World Bank, the International Monetary Fund and the 
African Development Bank, to ensure full support to the activities 
programme and effective implementation of the prograJllJlle at the 
national and subregional levels.• 

"furtber appeals to the United Nations Development PrograJ11JDe to 
allocate, under its fifth cycle regional prograJllJlle for Africa 
{1992-1996), adequate resources for supporting the activities of the 
prograJ11JDe.• 

so. What will be the response of the international coJ11JDunity to 
these appeals? There is reason for optimism, judging at least by 
the pronouncements and declared prograJ11JDes of multilateral and 
bilateral agencies. The World Bank/IMF are deeply coJ11JDitted to 
African development and are closely associated with the majority of 
the member states through Structural Adjustment PrograJ11JDes. United 
Nations Development PrograJ11JDe's {UNDP) fifth cycle prograJllJlle and the 
prograJ11JDes of several United Nations agencies, notably ILO, FAO, 
UNESCO and UNIDO have taken into consideration the directions 
provided by the second IDDA. The African Development Bank (ADB) and 
other international development bankers are viewing the second IDDA 
prograJllJlle as a base for lending operations. Bilateral support from 
many friendly countries will also play a major role. It is in the 
area of private capital investment {FDI) that the question mark 
still remains. 

51. The foreign support will come in the shape of loans, equity 
participation, grants and technical assistance. It is necessary to 
open a dialogue with each of the existing and potential foreign 



- 16 -

partners to firm up their respective co .. ittaents. The ~xercise 
will also help to bring aoout co-ordination and joint effort. 

A. UNITED NATIONS DEVELOPMENT PROGRAMME CUNQP> 

S2. UHDP is the largest siuglc financial contributor towards 
technical assistance to developinq countries. In the year 1990, 
UHDP outlays totalled Ub$1.4 billion. The expenditures covered 
direct field proqraJllles, costs of UHDP ad.ainistered trust funds, 
proqraJDte planning, aanageaent and co-ordination by ~12 field 
off ices and headquarters and support costs for 31 executing 
agencies. UHDP's 1990 annual report claias •one •easure of UHDP's 
i.Jlpact is the follow-up capital investment generated as a result of 
UNDP's pre-investment work. These co .. it•ents '2Jle to an estiaat£d 
US$14 billion•. 

SJ. out of the estimated proqra..e expenditure of US$1042 •illion, 
•ore than one-third namely US$379.6 aillion was devoted to Africa. 
The break-up of the proqra..e expenditures by sector indicates that 
industry received only US$121.J •illion, less than 10 per cent. 
However, as the second IDDA has recognised, there are a host of 
inter-related and supporting activities which are relevant to 
industry. Aside fro• industry, UNDP proqramaes cover IOPA-related 
activities such as agriculture, forestry and fisheries, transport 
and co .. unication, science and technology and human resource 
developaent. 

S4. During the fifth cycle (1992-1996), the IP~s for all developing 
countries are estimated at US$4162 •illion. out of this, the IPFs 
for Sub-Saharan African countries a11ount to US$1S80.7 million and 
for Arab African countries US$189.2 •illion. 

SS. Until recently, most of the UNDP financed projects were being 
execu~ed by various UN agencies. There has now been a major change 
in UNDP policy. Under the Successor Arrangeaents, the execution of 
the bulk of UNDP projects will be directly by the governments of 
developing countries. This would •ean that larger amounts will be 
available for being channelled directly to developing countries. It 
would also be in consonance with the objective of promoting 
self-reliance. The inevitable fall-out of this decision has been 
the adverse impact it has had on the financial position of UN 
agenies including UNIDO. 

S6. The governing council of UNDP, at its June 1990 meeting, 
directed that during the fifth cycle, UNDP could concentrate on 
building national capacity in six specific areas: 

(1) Poverty eradication through grass roots participation in 
development; 

(2) Environmental protection; 

(3) Management development; 
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(4) Technical co-operati~n aJ1on9 developing countries: 

(5) Technology transfer: 

(6) Promotion of women in development. 

57. These objectives are all related to the overall aim of building 
human capability, which is a principal goal of the second IDDA. 
Industrial development has not been specifically listed in the 
framework of objectives. However, projects coming under technology 
transfer, technical co-operation among developi~g countries, 
management development, environmental protection are, by their very 
nature, supportive of industrialisation. 

B. THE WORLD BANK 

58. There is littl~ doubt that of all multilateral and bilateral 
involvement in th~ economic development of Africa, the intervention 
of the World Bank and its associate in£titutions, the IFC and IMF is 
the most significant. The Bank has already been involved in African 
develop"aent during the decade of the eighties and this involvement 
is likely to ~e intensified during the nineties. A review of the 
national proqramJ1es for the second IDDA reveals that the great 
majority of -.frican countries are in receipt of Structural 
Adjustment Loans (SAL) and have adopted Structural Adjustment 
Progra-es. 

59. This situation has had a major conditioning effect on the scope 
and thrust of the second IDDA, and this is evident in the drafting 
of the national second IDDA prograPJJDes. The SAPs incorporat@ a 
package of World Bank inspired policy approaches which include: 

(1) The belief that the market is a more efficient mechanism 
for promoting optimum resource allocation ~ban state 
planning and •dirigisme•; 

(2) Realistic exchange rates reflecting the true value of a 
country's currency; 

(3) Positive interest rates to encourage savings; 

(4) Avoidance of large budgetary deficits; 

(5) Trade liberalisation and removal of bureaucratic 
constraints; 

(6) Avoidance of subsidies; 

(7) Encouragement of the private sector and a lessening role 
of the parastatals. 

60. This proposed package of policies reflects the traditional view 
of the Bank. Experience in many developing countries and 
particularly in Africa has resulted in a significant re-orientation 
of the Bank's approach. This is based on the realisation that is 
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not adequate just to get the "rule5 of tlle ~ame~ right. ~ore 
positive institutional steps are called for including: 

(1) "'1lile qiving the highest priority to agriculture and food 
security, industrial developaent must simultaneously be 
encouraged: 

(2) Growth by itself will not alleviate poverty. Income 
redistribution and poverty alleviation programmes must be 
part of the strategy of equitable growth: 

(3) A realistic set of public policies needs to be accompanied 
by promotion of African entrepreneurship to capitalise on 
the open business environ.ent. The development of small 
and mediwa business holds the key: 

(4) The focus should be on iaproving productivity of existing 
capital assets to make them generate surpluses: 

(5) There is a need to create an enabling environaent 
including capability building at the planning, 
administration and managerial levels, development of the 
physical and institutional infrastructure and promotion of 
science and technology. 

61. The prograJIDle for the second IDDA is fully in harmony with the 
policies and practices being advocated by the World Bank and this 
will hopefully attract the fullest support of the Bank towards the 
successful execution of the second IDDA. Confirming his support for 
the second IDDA, the representative of the World Bank addressing 
CAMI.10 emphasised the importance of industrial and enterprise 
develop~ent as an engines of growth and highlighted "the growing 
convergence of views" between the Bank, ECA and UNIDO, based on an 
understanding that actions in the industrial field rested on: 

(1) A correct policy and regulatory framework to provide an 
environment for dynamic enterprise growth: 

(2) An appropriate organisational and institutional context 
that enabled the factors of production and firms to 
interact and mediate amongst themselves: 

(3) The development of market-driven business support by 
systems to help transfer knowledge and information and 
deliver finance, technology and market access. 

62. While these s•rmpathetic statements are being made by Bank 
officials and while there is a declared recognition of the 
importance of industrialisa~lon, in actual practice the lending 
portfolio of the Bank in Africa only marginally covers i~dustry. 
The 1990 World Bank Report makes no reference at all to the IODA 
(hopefully this will be rectified in the 1991 Report as World Bank 
recognition of IDDA coJDJ1enced effectively only last year). 
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63. The lending figures (IBRD and IDA combined) speak for 
themselves. The annual average lending during tha period 1981-85 to 
Africa (the tera covers only Sub-Saharan Africa) was US$1874.7 
aillion of which the share of i~dustry was only US$37.2 million. In 
t?le year 1990 overall lending ro3e sharply to US$3932.9 million of 
which the share of industry was ~S$105.l aillion (about 2.8 per 
cent). However, it must be recorded that these figures do not fully 
reflect the Bank's contributions to the general IDDA programme. The 
1990 porfolio includes several iteas \olhich are !ODA-related: 

Saall-scale enterprises 
Public sector aanagement 
Telecommunications 
Transportation 
Energy 
Technical assistance 
Developaent finance coapanies 

US$130.0 million 
US$ 45.6 million 
US$225.0 million 
US$543.6 million 
US$230.0 million 
US$ 56.0 million 
US$127.6 million 

64. This pattern indicates that the Bank's strategy is to 
strengthen the physical and institutional infrastructure, to create 
an enabling environment for industry to grow. To this extent, the 
Bank's policy and practice is clearly supportive of IDDA aims. 

C. THE INTEBNATXONAL MONETARY FUHD C IKf > 

65. The World Bank's sister organisation, the IMF, has also been 
actively engaged in Africa, in the analysis of macro-economic 
developments and design of polici~s conducive to external financial 
balance and sustained economic growth. This has been accompanied by 
direct financial assistance. Under United Nations Programme of 
Action for African Econoaic Recovery and Development (UHPAAERD), the 
IMF has disbursed substantial resources under its Structural 
AdjustMent Facility (SAF) and enhanced Structural Adjustment 
Facility (ESAF). Globally IMF has made available SDR 8.7 billion ~o 
the eligible countries on highly concessional terms. The 62 
eligible countries include 34 African countries. At the end of 1990 
US$1.34 billion was commited under SAF and US$1.77 billion under 
i:SAF. It is expected that the amount of IMF assistance will 
increase further, as more countries embark on sustained adjustment 
programmes. 

66. !n addition to SAF and EASF, the Fund will also allow access to 
stand-by arrangements and the Extended Fund Facility (EFF). IMF has 
also developed a •rights approach• under which a member with 
protracted overdue obligations would earn •rights• conditioned on 
satisfactory performance during the period of a programme. So far, 
11 members have become eligible for •rights• including 5 from Africa. 

67. In June 1990, the Fund's Board of Governors approved the Ninth 
General Review of Quotas which provides for 50 per cent increase in 
quotas, from SOR 90.l billion to SOR 135.2 billion. This 
s~bstantial quota increase will ensure resources to enable the Fund 
to fulfill its global responsibilities. African countries can 
confidently look forward to en~anced resources from the IMF during 
the period of the second IDDA. 



- 20 -

D. THE IHTEBNATIOKAL FIBANCE CQRPQRATION CIFCl 

68. The IFC has so far been the largest source of direct investment 
in the private sector in developing countries. In Africa, IFC's 
main for.us has been on Sub-Saharan Africa. IFC has open two 
subregional offices in Eastern and Western Africa to increase its 
promotiona.l role. More than 75 per cent of its African investments 
have been in the area of industry. So far IFC investment in Africa 
amount to the not insignificant amount of OS$164 million, 
constitutinq 14 !;)er cent of its global portfolio. 

69. It is encouraging to note that IFC has taken a nUlllber of 
promotional initiatives, which are supportive of the IDDA 
programae. They include: 

the setting up of the African Projects Development 
Facility (APDF) in co-operation with ADB and UNDP. APDF 
provides advisory services to African private 
entrepreneurs in the much needed area of preparation of 
viable projects; 

the setting up of the Africa Enterprise Fund (AEF) to 
assis~ small and medium entrepreneur; 

the establishment of the African Management Services 
Company (AMSCO) to provide high-level management and 
technical assistance to local managers to enable them to 
sustain high levels of performance. 

70. The 1990 World Bank Repcrt records "net investment approvals in 
Africa r~se 50 per cent in 1990 to a record level. Several sizeable 
investments were approved, particularly benefited from private 
sector-oriented economic reforms. The corporation continued its 
efforts to assist small and medium-sized businesses in Sub-Saharan 
Africa. Thirteen investments in such businesses were made through 
the Africa Enterprise Fund. With staff in place, this program is 
expected to expand considerably. Demand for the services of the 
APDF, which was given a five-year renewal, continued to be strong." 

71. These positive initiatives and the high investments made so far 
by IFC in Africa indicates IFC's confidence in Africa's capability 
of promoting industrjal development. It is hoped that during the 
period of the second IDDA, IFC's activities will be intensified. 
Indeed keeping in mind the trend in most African countries to 
encourage the growth of the private sector in industry as well as 
IFC's mandate to promote private entrepreneurship in developing 
countries, the corporation will c~rtainly have a major role and 
responsibility during the decade. Hopefully the quantum of its 
investments will increase substantially. 

E. THE AFRICAN DEVELOPMENT BANK CADB> 

72. For the financing and execution of the second IDDA and indeed 
for the industrialisation of Africa, the key African institution is 
undoubtedly the hDB. It mus~ be recollected that the ADB's 
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responsibilities cover overall socio-economic Jevelopment. Industry 
has been receiving a relatively small but growing percentage of the 
Bank's lending. In 1986, the Bank's assessment of its lending 
9rogrammes in the industrial sector "have not been consistently 
satisfactory•. Following this assessment, the ADB adopted in 1986 
"Industrial Sect~r Policy Guidelines• aiaed at: 

(1) Helping to create a proper framework for industrial 
development; 

(2) Supporting productive enterprises that help to generate 
value-added and foreign exchange; 

(3) Supp~rting development finance corporations and other 
financial institutions in resource mobilisation; 

(4) Encouraging the private sector to play a more dynamic role 
in industrial development; 

(5) Ensuring respect for commercial principles in the 
management of enterprises and institutions. 

The strategies for achieving the obj~ctives include: 

appropriate project selection; 
emphasis on productive investments; 
emphasis on resource-based industries; 
expansion of the private sector; 
development of new institutional mechanisms (joint 
sponsorhip by ADB, IFC and UNDP of the African Project 
Developmc~t Facility (APDF)); 
focus on rehabilitationr 
greater emphasis on small and medium enterprises; 
emphasis on management development; 
effective equity participation. 

73. These very sound aims and strategies still underpin the ADB's 
lending policy for the industrial sector. They are fully in harmony 
with the design of the second IDDA and indeed the ADB can take 
credit for having influenced the shape and direction of the second 
IDDA. At the meeting of CAMI.10 which adopted the programme for the 
second IDDA, the representative of the ADB •emphasising the 
importance his group attaches to the second IDDA given the crucial 
role the decade is called upon to play in the industrialisation of 
Africa, stated that the industrial sector has been one of the main 
areas o! assistance b:' the group of the ADB. • 

74. out of the total of a total of US$3.3 billion lent by the ADB 
during the decade 1980-1990, approximately US$700 million (about 21 
per cent) went to industry (including the mining sector). Keeping 
in view the past lending trend and the positive declarations of 
support to the second IDDA, it would be reasonable to assume that 
the ADS would earmark at least US$1 billion for loans/grants to 
industry. The issue is whether African countries can su,>mJ t 
proposals in line witl". the strategic principlas suggested by the 
Bank. 
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75. Another initiative relevant to the second IDDA is the 
establishment of the new Private Sector Development Unit (PDSU) 
within the ADB, with a seed capital of US$JOO million. Loans are 
expected to ranqe from US$100,000 to US$20 million. PDSU will seek 
co-sponsors for projects, providinq only one third of project 
costs. Particularly in the context of IDDA's objective of promotinq 
African enterpreneurship and developinq the small and medium-scale 
sectors, this initiative of ADB should be of qreat assista~~~-

76. or.e of the major constraints, notes the recent report of the 
ADB, in promotinq industrial ventures in Africa, is the inadequacy 
of capability in identification, preparation and manaqements of 
industrial projects. ADB is seekinq to play a positive role in 
redressing this deficiency by participating in the APDF in 
co-operation with the World BanJt and in the African Management 
Services Company (AMSCO). 

F. ISLAKIC DEVELOPMENT BANK 

77. The Islamic Development Bank with its headquarters at Jeddah, 
Saudi Arabia has a membership of 45 Islamic countries, of which 23 
are African. The Bank is playing a siqnif icant role in the economic 
and social development of its members. The unit of account is the 
Islamic Dinar (ID) equivalent to the SOR of the IMF. 

78. The ~alue of projects approved during the period of 15 years 
(1976-1990) is of the order of ID 2359.65 million. Of this, ID 
1061.53 million was channeled to African countries. Most of the 
loans, investments and technical assistance are for development of 
the institutional and physical infrastructure and for human resource 
development. They are clearly IDDA oriented. They include road 
building in Benin and Guinea-Bissau, a telephone cable project in 
Egypt, tomato concentrate plant in Cameroon, port handlinq equipment 
in Morocco and the Nile railway bridge project in Uqanda. 

G. ARAB BANK FOR ECONOMIC DEYELOfMENT IN AFRICA CBADEA) 

79. During a period of 15 years, BADEA had advanced loans to the 
extent of US$946 million for economic development of African 
countries. These loans are IDDA related. The major portion has 
gone to infrastructure development and direct lending to industry 
was a little over 10 per cent of the advances. 

so. BADEA will be an important source of funds durinq the decade of 
the nineties. During the five-year period (1989-1994), the Bank has 
Co1Llllited approximately US$400 million to African countries at the 
annnal averaqe of US$80 million. One could reasonably expect a flow 
of US$SOO million through the decade. 
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H. UNIOO 

81. UNIOO, by its very mandate, is the lead institution for the 
execution of the second I~DA. Along with ECA and OAU, it has been 
co-sponsor of the first and seco .. d IDDA. It is the only 
international a~ency which has established a special IDDA 
Co-ordination Unit. Essentially its responsibility for the 
successful implementation of the second IDDA arises rrom its 
cons~itution which defines its primary objective as "the promotion 
and acceleration of industrial development in the developing 
countries". 

82. UNIOO is providing a wide range of technical services to 
developing countries in pursuance of this mandate. In financial 
terms, delivery of technical assistance has risen from US$97.7 
million in 1987 to US$159.6 million in 1990. Table 1 gives the 
breakdown of technical services by the substantive organisational 
units responsible for implementation. 

Table 1: Technical co-operation delivery by departments/branches 
(1990) 

Departments/branches 

Pepartment for Industrial Operations 

Industrial Operations Technology 
Chemical Industries 
Engineering Industries 
Agro-based Industries 
Metallurgical Industries 

Industrial Institutions/Services 
Institutional Infrastructure 
Industrial Planning 
Industrial Management/Rehabilitation 

Industrial Operations Support 
Industrial Human Resource Development 
Feasibility Studies 

Department for Industrial Promotion. 
'2Dsultations and Te£hnology 

Industrial Tect.nology Development 
Industrial Investment 
lndustrial Technology Promotion 
Sytem of Consultations 

Department for Programme and Proiect Pevelopment 

Other 

TOTAL 

TC Deliven 
US$ 1 000 Per cent 

130.029 81.5 

80,173 50.3 
33,744 21.2 
20,208 12.7 
16,903 10.6 
9,318 5.8 

37,812 23.7 
19,360 12.1 
10,611 6.7 
7,841 4.9 

12,016 7.5 
6,142 3.8 
5,874 3.7 

~l.Q66 .lL.1. 
11,149 7.0 
8,427 5.3 
1,244 0.8 

246 0.2 

5,646 .~ 

2,817 .L...S. 

159,558 100.0 
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83. The importance which is given to Africa is clearly revealed by 
the regional breakdown provided in Table 2. More than one-third of 
the technical assistance provided by UNIDO is delivered to the 
continent. 

Table 2: Technical co-operation 4elivery by recipient r~qions Cl990l 

Recipient/region 

Africa Al 
Latin A.•erica/Caribbean 
Arab States !!/ 

Asia/Pacific 
~1rope 

Global/Interregional 

TOTAL 

TC Delivery 
US$ 'OOO Per cent 

55,681 34.9 
11,203 7.0 
21,598 13.5 

(14,824j (9.3) 
49,384 31.0 

5,236 3.3 
31,280 19.6 

159,558 100 

84. While the figures of technical assistance are given regionally, 
it should be noted that by far the largest portion is of a 
country-specific character. It is however significant that overa!l 
regional and subregional projects account for 10 per cent but in 
Africa the share of regional arad subregions projects is 14 per ce .. it 
of project expenditure. 

Table 3 indicates the project approvals for Africa. 

85. In the programme and budgets for the biennium 1990-1991, the 
following programme elemqnts have been planned for Africa 
(Sub-Saharan Africa): 

(1) Technical co-operation: Annual programme review will take 
place in respect of 44 countries and the regional 
programme; 

(2) Technical co-operation: Further processing of about 490 
pipeline projects in progress at the start of the biennium 
for all sources of finance; 

Al Includes African Arab States • 

.bl Includes African Arab States which are separately shown in the 
figures in parenthesis and deducted from TOTAL as included already 
under Africa. 



Table 3: H~ RC9i1Gt IRRC9Xlll1 ~~ i9YDf~ 1nd source of funds 
(in US do ars) 

---Regular budget UNDP/special other 
Region/country XP/XA UNDP/IPF SIS 11easures IDF sources Total 

Africa 
Benin 23, 100 39,000 0 0 0 124,700 1B6,BOO 
Rotswana 88,000 0 33,000 0 335,900 0 456,900 
Burkina Faso 71,850 51,350 0 0 0 0 123,200 
Burundi 62,604 143,950 0 0 0 8,850 215,404 
Cape Verde 151,795 0 0 0 61,900 0 213,695 
Central Africa Rep. 0 0 0 0 0 0 0 
Chad 80,000 0 0 0 0 76,786 156,786 
C01110ros B5,400 0 0 0 0 0 85,400 
Equatorial Guinta 0 0 0 0 0 0 0 
Ethiopia 333,755 6B9, 100 84,000 0 0 0 1,106,855 
Gulbia 0 0 0 0 0 0 0 
Guinea 236,620 0 0 0 0 3,500 240, 120 
Guinea-Bissau 0 0 0 0 0 40,000 40,000 
Lesotho 8,544 0 43,000 0 0 0 51,544 
Malawi 26,500 565,000 0 0 0 62,000 653,500 I\) 

Mali 397,818 0 0 0 147,500 70,800 616, 118 V1 

Mauritania 0 0 0 0 147,500 0 147,000 
Mozalllbiqut 0 0 64,000 0 0 83,021 147,000 
Niger 93,662 659,200 192,2!)0 0 9,950 0 955,012 
Rwanda 0 0 0 0 50,000 0 50,000 
Sao T0116 and 

Principe 116,522 0 0 0 0 0 116,522 
Sierra Ltont 115,900 0 0 0 0 0 115,900 
Togo 128,468 3,063,830 79, 100 0 0 0 3,271,398 
Uganda 5,444 1,607 ,200 0 0 0 0 1,612,644 
United RepubH c 

of Tanzania 128,733 109,100 0 0 0 43,300 281, 133 

Subtotal 2,154,715 6,927,730 495,300 0 752,250 512,957 10,842,952 

Alnerica 
Haiti 6,336 56,000 0 0 30,000 0 92,336 
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(3) Technical co-operation: Identification, formulation and 
appraisal of so•e 530 new programae proposals. Some 80 
new regional and subregional projects are expected to be 
developed: 

(4) Technical co-operation: Soae 50 projects will be 
developed and approved under IPF and about 210 projects 
under other sources of finance: 

(5) Technical co-operation: Reports to governments and UNDP 
on conclusions and reco .. endations of UNIDO Secretariat 
progrilllllle review and/or project formulation •issions and 
subsequent follow-up to facilitate implementation of the 
reco .. endation: 

{6) Contributions will be made (in co-operation with progrilllllle 
element E.2.6.01) to the project of the United Nations 
Secretary-General to the forty-fifth session of the 
General Assembly on aonitoring the process of 
implementation of the UNPAAERD 1986-1990. 

86. The above activities of UNIDO are primarily in the shape of 
technical assistance. No doubt, valuable and relevant technical 
assistance focussed on the industrial development of Africa, 
provided free of cost, constitutes a fla~ of resources to the 
continent. A question could however be legitimately asked whether, 
in addition, UNIDO has been able to raise resource~; for IDDA or help 
the member countries to do so. The answer must be given in the 
affirmative. 

87. To begin with the technical co-operation programae has as an 
end result improved perfor.ance which in turn must bring in improved 
returns from industry and thus additional zesources. Particular 
mention needs to be made of: 

the programae for strategic management of the 
restructuring and development of the industrial sector; 

development of the institutional infrastructure; 

industrial management and rehabilitation; 

feasibility studies; 

industrial human resource development; 

integrated industrial projects. 

88. A clear source of the flow of funds to Africa for 
industrialisation is the acceleration of foreign direct investment. 
UNIDO is making a useful contribution in this direction through its 
Industrial Investment Programme (IIP). This being done through the 
Industrial Promotion Services (IPS) offices in 9 countries, the 
delegates proqramae and the regional fora for prom~tion of 
industrial investment projects. The total value of projects 
promoted in all developing countries is claimed to be US$699 million. 
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89. While the qreater part of this achieveaent seeas to be in the 
I.atin Allerican and Arab States/Europe regions, it is claiaed that 62 
projects of the value of US$138 •illion have been catalysed in 
Africa in 1990. A regional investment forua was organised in 1990 
for 16 aeabers of the Preferential Trade Area (Pl'A). Seventy-nine 
investment projects are said to have been identifi.ad and proaoted 
for bilateral discussions. The forua was attended by 600 
delegates. A similar forua was organised at Dakar in December 1990. 

90. A •ajor break through was aade in 1986 with the establishlllent 
of tJll~j()'s Proqrme of Direct Support to Industry under Trust Fund 
Arrangeaents. The funds coae either fro• the developing country 
beneficiary or fro• a third party donor. In 1990 the total value of 
project agreeaents was US$43.4 aillion, US$25.7 of project approvals 
were under iapleaentation. In 1991 (up to November) the 
correspondiug figures were US$37.8 •illion and US$26.6 aillion. 

91. The activities cover plant performance improvement, 
pre-investment studies and services, project financing advice, 
special training services, diagnostic studies, procureaent of 
equipaent and spares and services to developaent finance 
institutions. 

92. With the reduction in the flow of UNDP funded projects with 
UNIDO execution, the growth of trust fund activity assWRes 
considerable importance. Even now, these activities account for 
almost 15 per cent of all UNIDO's technical co-operation projects. 

93. The General Conference of UNIDO allocated US$8.6 million for 
the bienniWR (1990-91) for special activities relating to the 
promotion of IDDA, US$3.85 aillion for technical co-operation 
projects and US$4.75 aillion for suppleaentary activities. 

94. The technical co-operation activities component of the 
programme (US$3.85 million) will focus on the priorities indicated 
by countries and subregions in the programmes they have drawn up for 
the second Decade. Special emphasis will be placed on inter-country 
projects and national projects with potential for subregional or 
multinational co-operation. Priority will be accorded to 
agro-industries, agro-industrial linkages, agro-related industries 
(agricultural machinery, fertiliser, pesticides): small-scale 
industries an~ entrepreneurship development: promotion of the 
participation of the private sector in industrial development: human 
resource development for industrialisation: technological 
development: industrial policies and strategies: integration of 
women in industrial development: energy and environment. To the 
extent possible, the resources under this component will be used as 
seed money to secure further extrabudgetary resources. 

95. Th~ supplementary activities component of the programme 
(US$4.75 million) constitutes those policy and programme activities 
supporting the technical co-operation activities aimed at assisting 
African countries to attain the goals of the second Decade. They 
focus on supporting African countries and organisations in the 
implementation of national and subregional progra:mmes, particularly 
in the areas of strategies and policies, and the mobilisation of 
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financial and technical resources. Resource aobilisation will be 
sought through th~ organisation of industrial investment promotion 
forwas and donor meetings and the related preparation of project 
profiles, pre-invest.aent studies and bankable investment proposals 
(with special focus on inter-country projects), as well as through 
consultations with international finance and development 
institutions. 

96. The Industrial Development Fund (IDF) is an important source of 
funds, secured on a voluntary basis fro• Member States. IDF 
resources had reached an all-tiae high in 1989 of US$39.3 aillion. 
There has since been a decline. The announced pledges for 1990 
amounted to US$29.8 aillicn. Of this, only US$1.4 aillion fell 
within the general purpose convertible seqaent. The allocation of 
the IDF resources is largely tied and controlled by the donors. 
However, it is reported that in 1990, 10.1 per cent of the IDF 
resources were allocated to Africa. 

97. The issue of mobilising resources for industrial developaent 
has always been a aajor concern with UHIDO. Apart from the steps. 
narrrated above, UNIJlO has, in its Global Report (1990-91) aade some 
proposals for innovative forms of resource aobilisation. In view of 
the iaportance of this question to the theme of financing the second 
IDDA, it is dealt with seperately in Chapter VI of this paper. 

I. OTHER AGENCIES 

98. While it is true that UNIDO is specifically designated as the 
United Nations agency for promoting industrial development, it is by 
no means the only agency involved in the process of 
industrialisation. Indeed the jurisdictional limitations of UNIDO 
confine it to tbe manufacturing sector of industry. It does not 
cover substantive sectors of industry sulh as the mining and 
extractive industries, the petrole\lll industry, the 
telecommunications industry, the transport industry, segments of 
agro and forest-based industries and service industries like travel 
and hotels. Furthermore, the IDDA activities concept covers wider 
dimensions such as the development of the physical and institutional 
infrastructure and human resource development. Thus a large member 
of United NationF agencies are concerned with IDDA activities 
including FAO, ~ESCO, ILO, ITC, ITU and the UN itself and of course 
the major financing agency, ~"NDP. 

99. The concept of IDDA-related activities, it must be recognised, 
is much wider than the area of manufacturing which is UNIDO's beat. 
It certainly covers the extractive industries, the service 
industries, infrastructural development and human resource 
development. Consequently the implementation of the second IDDA 
necessarily involves a wider spectrum of UN agencies. 

100. It is a complex task to disa9gregate the budgets of other UN 
agencies to ascertain what percentage of these budgets are devoted 
to the industrial development ot developing countries and further 
what percentage of this is beamed towards Africa. Some indications 
of the trends do emerge from the draft report of the Secretary 
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General \April 1992) to the co .. ittee for Programme and 
Co-ordination of ECOSOC (thiry-second session) on the Syste.-wide 
Plan of Action for African Econoaic Recovery and Developaent. The 
follovinq tentative table appears in the draft report. 

Table 4: Past and Planned expenditures by organisations for 
activities ~elating to Africa 

(aillions of dollars) 

Additional 
resources 

Organisation 1990-91 1992-93 1994-95 required 

ECA 85.39 
ILO 34.40 26.90 15.00 
IFAD 1,599.50 240 240 
UNICEF 216.40 3,500.00 
UNFPA 158.80 88.20 96.80 50.00 
UNIOO 201.30 86.00 38.15 
WORLD BANK 7,326.60 8,000.00 8,000.00 

SPA 24,666.60 13,333.34 
WHO 250.00 276.00 
WMO 80.00 
U.H. Drug Control 6.40 15.25 8.85 
O.H. 85.00 85.00 85.00 
\lFP 409.30 1,133.30 
UN CHS 37.00 
UM CT AD 12.70 8.00 14.28 

TCYi'AL 35,039.09 23,333.69 8,453.65 3,682.43 

101. The above figures are tentative and perhaps not quite 
accu:rate. For instance, the 1990-91 figure for UNIOO cf US$201.JO 
•ill.ion is overstated. The figure is approxiaately US$108. 2 
million. Siailarly the 1992-93 figure should be US$86 •illion and 
nor US$100 aillion. 

102. The figures for other UN agencies cover all their activities 
in Africa and no ready data is available about the f&nded activities 
directly related to IDDA; But it aust be recognised that although 
UNIOO is the specialised agency dealing with industry, aany other UN 
agencies are involved e.g. FAO in respect of forestry and fisheries, 
UN for extractive industries, ILO for hUllan resource development and 
aanageaent, TJHCTAD for trade prcwotion. What is very evident is the 
pre-eminent position of the World Banlt. 

lOJ. For purposes of co-ordinating and aonitoring of the second 
IDDA, it would be desirable to identify aore specifically the 
activities of the World Bank and the other UN agencies which are 
IDDA related and the funds which are proposed to be deployed thereon. 
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J. FQREIGN DIRECT INYESTMENT 

104. The big question aark, indeed one of the greatest 
uncertainties in the decade of the nineties, is whether foreign 
direct investaent will be attracted to Africa and if so, to what 
extent. However, valuable technical assistance aay be it does not 
by itself create industrial assets. Foreign loans are of course 
needed but, however concessional the ter11&, they increase Africa's 
debt burden. What is therefore urgently needed is the flow of funds 
in the shape of equity. 

105. As things stand today, the prospects of any larqe scale flow 
of foreign capital into Africa are not bright. The IDDA docmaent 
approved by CAMI..10 recognises the disturbing fact the FDI flows to 
developing countries constituted only 9 per cent of total FDI flows 
and even these are concentrated in the aore advanced developing 
countries of I.atin Allerica and Asia. Africa's share of FDI flows to 
developing countries was as low as 5.6 per cent in 1987. The 
docmaent significantly adds •It is a chastening thought that in 
1987, the vbole of Africa received substantially less FDI inflows 
than the island country of Singapore•. 

106. The situation is likely to become even •ore diffucult in the 
nineties, as the competition for these resources grows. The 
abandon11ent of inward-looking econo•ic strategies and the adoption 
of •ore out-ward looking approaches is being pursued with great 
vigour by •ore and •ore developing countries. The gradual 
incorporation of the CMEA countries into the European economy and 
the dramatic changes in the foraer Soviet Union will also put great 
pres&ure on the demand for FDI flows. 

107. It is therefore abundantly clear that if Africa wants foreign 
investment, African countries will have to shed the old co•plex that 
foreign investment is a new fona of econo•ic exploitation and that 
foreign interests were waiting to penetrate African economies. In 
point of fact if FDI flows are needed, they would have to be wooed 
and attracted and the right environ11ent created. 

108. The creation of such a conducive environ11ent is in fact one of 
the goals of the second IDDA. Action needs to be taken: 

to review and simplify investment codes: 
to reduce unnecessary bureaucratic controls; 
to guarantee repatriation of profits; 
to improve the supporting infrastructure: 
to prepare bankable projects which will attract foreign 
investment: 
to set up •single window• clearing agencies to approve 
foreign investment projects. 

109. In addition to the individual efforts of African countries to 
secure FDI, international agencies should play a role. Among the 
i•portant institutions involved are UNIDO, through its Investment 
Promotion Services and Trust Fund activities, the International 
Finance Corporation and the APB. Their existing and potential 
progra1111tes in this regard have been earlier narrated. 
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VI. INNOVATIVE APPRQACJIES TO RESOURCE MOBILISATION 

110. The search for foreign financial resources for the 
industrialisation of Africa has till now tapped traditional avenues 
such as bank loans, coaaercial loans, foreign equity participation, 
donor grants and technical assistance fro• •ultilateral and 
bilateral agencies. It is beco•ing increasing:y clear that it is 
beco•ing •ore and •ore difficult to secure funds fro• these 
sources. If one takes into account the effects of inflation, the 
flow of foreign funds to Africa is actually declining. 

111. The •ost serious threat facing Africa is the increase in 
co11petition for foreign resources. The opening up of Eastern 
Europe, the new situation in the foraer Soviet Union, the 
attractions of investment in the Asian NICs, the recent dra.atic 
policy changes in India and the enor110us .arket of China are 
co11peting for a laited pool of investible funds. African planners 
need to recognise tha~ funds will tend to flow to countries which 
have conditions of political and econo•ic stability, reasonably well 
developed physical and institutional infrastructure, higher levels 
of hUJ1an capability and the overall •enabling environ.ent•. In this 
context, one •ust frankly recognise that Africa is at a 
disadvantage. Hence, also, the justification for the second IDDA. 

112. It is in this context that the need to identify new and 
innovative sources of foreign finance arises. A significant effort 
in this direction has been .ade by UNIDO at the request of its 
Member States. The 1990-91 Global Report contains a special Chapter 
IV on •Financial Innovations for Industrial Developaent• which 
proposes the following new avenues: 

(a) Debt equity swaps (DES); 
(b) Country funds; 
(c) Venture capital; 
(d) Lease financing; 
(e) Build-operate-transfer (BOT). 

113. UNIDO cites a number of examples of the successful initiation 
of these financial aechanis.a in developing countries, but the 
instances are mainly from Latin AJlerica and the A.SEAN countries. 
The question is whether the conditions prevailing in African 
countries would be conducive to the application of these 
approaches. This needs detailed consideration. 

(a) Qebt-equity swaps CPES> 

114. The enormous debt burden of developing countries ~~kes this 
particular mechanism of great interest. There are many forms of 
debt conversion but DES is the most widely applied. In effect it is 
the purchase by a foreign investor of a banks's outstanding 
ecommercial loan and the investment of the financial asset so 
acquired in local currency as equity in the developing country 
concerned. There are three interested parties to the transaction; 
the commercial bank, the prospective foreign investor and the 
indebted developing country. The bank is happy to unburden itself 
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of a debt difficult to recover, the investor in effect obtains local 
currency at a vecy low rate and the developing countcy reduces its 
debt servicing liability and secures an accretion of foreign 
capital. In practice, DES seeas to have caught on in Latin Allerica, 
accounting in 1985-87 for nearly 50 per cent of all debt conversion 
scbeaes. 

115. Prilla facie, the scbeae should be of interest to African 
countries considering the enoraity of the foreign debt burden (over 
US$250 billion). So far no successful case of DES bas been reported 
froa Africa. This is perhaps because comaercial debt is a saall 
percentage of the total debt burden. It would be worthwhile 
atteapting the venture in soae selected African countries. To begin 
with a basic understanding would need to be arrived at between 
borrowers and lenders before bringing potential investors in. 

(b) Countrv funds 

116. Whether described as autual funds or unit trusts, countcy 
funds are collective investment holdings focussed on the stock 
aarket of a particular countcy or group of countries. The funds 
often operate in the international aarket channelling aoney fro• 
foreign i~vestors to the doaestic stock aarket. Successful exaaples 
as the India Fund, the India Magnua Fund, the India Growth Fund, the 
Indonesia Equity Fund, the Indonesia capital Fund, the Mexico Fund 
and about eight countcy funds of the Republic of Korea. 

117. The iaportance of these countcy funds lies in the fact that 
vecy large suas of international finance flow through these 
channels. It is estiaated that in 1989 foreign portfolio investment 
flows into developing countries, aainly through countcy funds, 
aaounted to aore than US$2.5 billion. 

118. The establishaent of countcy funds is pr•!dicated or. the 
existence of well established capital aarkets and stock exchanges in 
which the funds can operate. Unfortunately this is not the 
situation in African countries, barring soa£ rare exceptions. It 
would therefore seea that as things stand toduy, the setting up 
countcy funds is not a practical propositiort. Indel?t! it will be a 
measure of the success of the second IDDA, if during the course of 
the decade, the situation c~anges and capital markecs come into 
existence. 

(c) Venture capital 

119. The venture capital industry has been eminently successful in 
the industrialised world. It was only in the eighties that this 
instrument of financing investaent appeared in the developing world, 
in ~he NICs of Asia and in India. IFC has played an important role 
in catalysing the growth of venture capital companies in developing 
countries. With its assistance, two such companies have been 
established in Africa in C6te d'Ivoire and Kenya. 
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120. The pro•otion of venture capital companies is particularly 
relevant to Africa. The second IDDA conteaplates a large scale 
growth of private entrepreneurship mainly in the saall and 
aediUll-scale sectors. Many potential entrepreneurs aay ha·.,e the 
skills and techno-aanagerial experience to start new ventures but 
not adequate capital. Loans (even if they are available) put a high 
debt servicing burden on new co•panies. What is needed is 
risk-sharing partners and this is llibere vent~re capital co•panies 
can play a aost useful role. 

121. A aajor effort needs to be made during the second IDDA to set 
up such venture capital coapanies with government support and the 
backing of the ADB, IFC and doaestic developaent and co .. ercial 
banks. 

(d) Leasing 

122. Leasing of capital assets (plant and machinery) has becoae an 
attractive financial aechanisa globally. Although the cost of 
leasing is in practice found to be higher than securing financial 
loans, the speed and flexibility of the system attracts the saall 
and aediUll-scale sector and new entrepreneurs. It is esti:aated that 
in 1989 the global voluae of leasing ~usiness exceeded US$300 
billion of which the USA acco~nted for US$122.4 billion. 

123. Leasing is a relatively new phenoaenon in developing countries 
but is fast catching on in the aggressive aarket econoaies of Asia. 
The 1989 figure indicate the voluae of leasing business in Asia at 
US$10.96 billion, in Latin Aaeric3 US$2.50 billion and in Africa 
US$0.29 billion. Leasing co•panies have been functioning in 
Botswana, Malawi and Ziababwe. 

124. This fora of financing is well suited to Africa and the 
entrepreneurial pro•otion of saall and aediUll businesses. Building 
on the experience of soae African countries which have already 
successfully launched leasing operations, a aajor arive should be 
launched during the period of the second IDDA to establish a chain 
of leasing coapanies throughout the continent~ The ADB should take 
a lead role in this effort and foreign leasing companies (preferably 
fro• other developing countries) should be brought in. 

(e) suild-yp-operate-transfer (Datl 

125. This is perhaps the aodel whicn is of greatest relevance to 
Africa. The mechanism implies grant of a concession to a foreign 
corporation of the right to construct and operate an industrial or 
service activity for an agreed period of years with the option of 
the host country to demand the transfer of the assets and operation 
after the concession period is over. The model is of particular 
applicability to large infrastructural activities and public 
utilities such as ports, railways, highways, bridges and power 
stationa. A nWlber of such BOT projects are being executed in the 
developing countries in the fields of energy generation (China, 
India, Pakistan, Philippines and Turkey) mass transit and road 
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transport (Hong Kong, Malaysia, Mexico, Thailand, Turkey and 
Yugoslavia), teleco .. unications (Thailand and VietnaJ1), air terminal 
and business centre construction (Turkey). 

126. A survey of existing BOT projects indicates that they cover 
very substantial proje~ costing between US$1 billion to US$2 
billion. CUrrently they seea to have taken on in the •ore advanced 
and less indebted developing countries. 

127. The lleChanis• of BOT opens up welcome opportunities for 
Africa. one of the major progranaes of the second IDDA is the 
development of Africa's physical infrastructure, the inadequacy of 
which has been a constraint on industrialisation and on 
cmapetitiveness. The construction and modernisation of ports, 
railways, highways, energy projects and teleco .. u.,ications involve 
very hiqh outlays which Africa can hardly afford. BOT provides a 
way out, not only bringing in funds but also technology and 
Jlilllageaent. The BOT concessionnaires have a vested interest in 
making the projects operate successfully. In the process, African 
capabilities can be built up. Being public utilities generally of a 
monopolistic nature, African countries would need to negotiate the 
arrangements with great care, particularly in respect of pricing. 

OPERATIONAIJSING TBS NEW APPROACHES 

128. It is of course for each African to consider thes~ new options 
and to decide on their adoption. No doubt UNilX> will be willing to 
provide consultancy assistance based on the experience of other 
developing countries. 

129. However, to sensitise African decision makers on these new 
models and their i•plications and to exaJ1ine carefully the practical 
possibilities of adopting the• in the African environment, it 
suggested that UHilX> (IDDA co-ordination Unit) may organise a 
high-level workshop of economists and financial experts fro• Africa 
to draw out an Action Plan to tap these new sources. 
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VII. CQNCLQSIONS AND RECQMMENDATIQNS - ACTION PI.AN 

130. This approach paper is an open-ended note. It seeks to raise 
questions and issues and aakes no pretensions to prescribing 
answers. It atteapts to bring toqether a range of options open to 
African countries in the complex business of raising the f in~nces 
necessary to make the second IOPA a reality. 

131. The specific answers to the question of fw1ding will have to 
be found on a national basis and co-operatively on a subreqional 
ba&;_s, or else there is little meCL"linq in the term "self-reliance". 
Having said this however, it must be added that the international 
co .. unity is fully co .. ited to the develop•ent of Africa and 
inter-alia, of the second IOPA. This coml!itaent must express itself 
not only by way of •oral support and technical quidance, but in more 
concrete terms through the flow of funds to the continent. 

132. What is of particular significance is a factor which will play 
a positive role in resour~e •obilisation viz the converqence of 
views on how the pr~bleas of African econoaic development should be 
tackled in a practical manner. In the decade of the eiqthies, while 
there was agreement on the goal of self-reliance, there were aajor 
controversies on the strateqies to achieve this goal. The eit~irical 
experience of African countries during the last decade and the 
draiaatic changes in the world econo•ic scene have brought about a 
consensus on African develop•ent strategy - an approach which most 
of the African countries have accepted and which donors support. 
This approach seeks to pro•ote aa~ket orientation, lessening of the 
public sector role in industrial invest•ent, development of private 
entrepreneurship particularly throu9h saall and medium enterprises, 
optimum use of local natural resources, an emphasis on productivity, 
capacity utilisation and profitability of investments and 
international cost c~mpetitiveness. Further, there is a recoqnition 
of the need to build up African capabilities and to strengthen the 
physical and institutional infrastructure and to create an enabling 
environment if an industrial culture is to be promoted in Africa. 

133. The programme for the second IDDA is a pragmatic approach 
based on the above-stated principles. It has already received the 
endorsement of the CAMI and the enthusiastic support of multilateral 
and bilateral agencies. With this favourable atmosphere, the 
likelihood of the success of the second IDDA is high, provided - and 
this proviso is of the utmost importance - a plan of action is set 
in motion without a~y delay and the exercise of r~source 
mobilisation commenced urgently. 

A. The f 1rst tauk of the action plan •ust be the firming up 
of the national proqrammea for the second IDDA. This should include: 

(1) Each Member State ~hould review the draft n~tional 
proqramme, update the projections and accord formal 
government approval t.;'.) the document, which will then 
be ready to be used as an operational instrument for 
i111plementation; 
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(2) To bring about uniformity of approach and to more 
effectively monitor the implementation of the second 
IDDA on a regional basis, it is suggested that while 
reviewing the national programmes, the proposed 
activities should be classified into four elements: 

programaes of rehabilitation; 
programmes of industrial expansion; 
promotion of small and •edium industries; 
support services: 

(i) 
(ii) 

(iii) 

physical infrastructure; 
institutional infrastructure; 
hWDan resource development. 

(3) Therg is then the need to classify the proposed 
programmes according to their operational status thus: 

(i) 
(ii) 

(iii) 
(iv) 

(v) 
(vi) 

(vii) 

(viii) 

existing investaents needing rehabilitation: 
completed projects awaiting commissioning; 
projects under construction; 
approved projects where finances have been 
arranged; 
approved investments seeking finance; 
projects for which feasibility studies have 
been completed; 
projects for which feasibility studies are 
under preparation; 
proj~ct ideas. 

(4) Since the resources may not be adequate for the full 
range of activities contemplated, a priority exercise 
is called for. This needs to be preceeded by the 
setting of investment criteria; 

(5) Given the long-term span of ten years covering IDDA, 
the programme should be split into suitable tranchesr 
perhaps co-terminus with the duration of national 
plans; 

(6) On the basis of the firmed-up national programme, 
cost estimates should be prepared of ~he amounts 
required in each tranche. The estimates should give 
the break-up of costs between local currency and 
foreign exchange. 

B. The second major exercise is an estimation of the 
availability of domestic financial resources and a planned effort at 
resource mobilisation. The exercise would ncdd to include: 

(1) A close scrutiny of governmental expenditures to 
eliminate waste, reduce subsidies and improve tax 
collections; 
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(2) A drive to improve the profitability of state-owned 
enterprises throuqh i•proved professional manaqement 
and appropriate pricinq policy; 

(3) A review of interest rates to encouraqe private 
savinqs: 

(4) A review of the efficacy of the bankinq sector: 

(5) A concerted effort to brinq the informal sector 
within the systea of national accounts. 

134. Since the resource mobilisation exercise is a national and 
aulti-disciplinary matter, it is proposed that an inter-ministerial 
Task Force be appointed with the authority to co-opt representatives 
of the banking systea and private enterprise. 

C. MOBILISING FOREIGN BESOQRCES 

135. While individual African countries are negotiating with 
various multilateral and bilateral agencies for a flow of funds and 
whiie the response has been postive, it is necessary to do some 
stock taking and to make arrangements for the harmonisation of donor 
support in pursuance of IDDA goals. 

136. To provide the linkage and to fully involve all these agencies 
in the IDDA programme co-sponsored by ECA, OAU and UNIDO, 
consultations were initiated by UNIDO two years aqo with development 
assistance institutions, the ADB, UNDP, the World Bank and other UN 
agencies and copies of the "Framework and Guidelines" for 
preparation of the national programmes were sent to them for 
comments. Copies of the draft national programme were sent to the 
World Bank and its detailed comments were received. High level 
representatives of the ADB, UN, UNDP, World Bank, and other agencies 
were invited to and they attended CAMI.10 at Dakar and gave positive 
evidence of their support. It is these efforts which have given 
rise to a convergence of views on the strategic approach to the 
second IDDA. 

137. This convergence of approach is a vast improvement over an 
earlier situation where donors were beaming different and often 
conflicting messages to African countries. However, the policy and 
practice of individual and separate programmes of aid by each 
multilateral and bilateral agency still persists. There are some 
notable exceptions such as the PAO-TJNIDO joint project on the 
leather industry which is backed by several bilateral aqencies and 
the joint efforts of the World Bank and UNIDO in some countries in 
the field of rehabilitation. These exceptional cases estahlish the 
effectiveness of joint planning and joint action. 

138. UNIDO has programmed a High-level Consultative Meetlng on 
Resource Mobilisation for the Second IDDA. The meeting to which the 
ADB, World Bank, other international financial institutions and UN 
agencies had been invited was oriqinally scheduled for January 1992 
but has been postponed. This meeting is of the utmost importance to 
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the su<::;essful axecution of the second IODA and should be convened 
as early as possible. 

139. The objectives of the meeting should be: 

(1) To sensitise the participdting institutions on the 
cujectives, strateqies and contents of the second IDDA 
prog.Lamme; 

(2) To record colllllents, additions and amendments in the light 
of the experience and progrmes of the donor agencies; 

(3) To receive a thorough briefing from each institution about 
its vwn strategic approach to African development and in 
particular to African industrialisation, the priorities it 
haE- fixed in its aid progrme anci an indication of the 
f inancss which w~ll be deployed overall and specifically 
for !DOA-related activities. 

(4) To explore concrete possibilities of joint design of 
programme activities and joint implementation; 

(5) To exaD!ine the possibility of periodical exchange of 
information on progress made in IDDA-related programmes. 

140. It would be useful if, before the proposed meeting, each 
institution could prepare and circulate a position paper on its 
project programmes and funding of !ODA-related activities. 

D. INNOVATIVE APPROACHES TO RESOURCE MOBILISATION 

141. UNIDO's proposals for innovative approaches to 
mobilisation needs to be operationalised in Africa. 
that these new ideas have caught on in Latin America 
are yet to be tried out in Africa. 

resource 
It would seem 
and Asia but 

142. It is suggested that a workshop should be organised by the 
IDDA co-ordination Unit in collaboration with PPD/AREA and PPD/IPP 
to examine concrete possibilities of introducing some of these 
mechanisms in Africa. The participants should be high-level 
financial and industrial representatives of a selected group of 
African countries which have the basic infrastructure and economic 
environment needed fo~ the successful launching of these new ideas. 
The workshop will serve as an occasion to brief the participants on 
the news opening~ and explore possibilities of commencing some 
schemes on a pilot basis in a few countries. 

143. It is understood that PPD has proposed to organise a workshop 
on similar lines on Debt-conversion schemes by NGOs for Industrial 
Development. This Workshop to be held in Washington is mainly for 
Latin American countries. 



- 39 -

VIII. SOME CONCLUDING OBSERVATIONS 

1~4. The conversion of the proqralllJlle for the second IDDA into a 
concrete reality would require the concerted efforts of African 
countries singly and collectively. It would also call for positive 
and practical help from supporting multilateral and bilateral 
agencies. At the heart of the matter lies the fundamental issue of 
mobilising financial resources for promotion of industrial 
development and increasing the flow of foreign resources towards the 
same end. 

145. It is a welcome cirCW1Stance that many international agencies 
have expressed agreement with the approach of the second IDDA. They 
have all expressed their willingness to extend support. It would be 
worth repeating that the convergence of views on the strategy of 
industrial development is a major plus factor and will facilitate 
co-ordinated effort. However, all these expressions of support will 
have real meaning only if they a~tually result in an increased flow 
of capital, of resources, of technology and of technical 
co-operati~n to Africa. 

146. A survey of the existing pattern of assistance of the leading 
international institutions involved seems to indicate that the bulk 
of the effort is concentrated on capability building and 
infrastructural development and there is only marginal direct 
support for industrial growth. 

147. While it is true that the second IDDA is a composite plan 
which includes human resource development, promotion of 
entrepreneurship and development of the physical and institutional 
infrastructures, it should never be forgotten that these activities 
are aimed at creating the necessary enabling atmosphere for 
industrialisation. Ultimately, the goal is industrial dev~lopment 
and the success of the second IDDA will be measured by the extent of 
increase in industrial assets and industrial output during the 
decade. 

148. The operationalisation of the second IDDA calls for a joint 
effort of national governments, regional institutions and bilateral 
and multilateral agencies. The flow of foreign assistance will be 
in the shape of foreign equity capital, loans and grants and 
technical co-operation. It would not be desirable to place these 
components in separate water-tight compartments. They are all 
inputs designed to produce a given result namely the 
industrialisation of Africa. 

149. If this result is to be achieved in terms of the strategy 
envisaged in the second IDDA, international and bilateral agencies 
would need to address themselves to several specific issues, such as: 

(a) Rehabilitation of existing industries is a central theme 
of the second IDDA. How is this to be achieved? Which 
agencies will be involved? Who will provide support for 
diagnostic analysis? Will support be forthcoming and from 
whom for injection of improved management, technical and 
marketing skills? If rehabilitation requires injection of 
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capital equipment and spares, which agency would be ready 
to help? Is there a possibility of co-ordinated projects 
in specific countries involving several agencies? 

(b) IDDA proposes the improveaent of public enterprise • 
performance. But how? What will be done specifically and 
by whom? Which international agencies will be involved 
and in what manner? What are the resources being 
earmarked for this purpose? 

(c) There is talk of privatisation. But to whom? Will 
international agencies lend support to domestic 
entrepreneurs willing to take over sick public 
enterprises? Which agencies would help in providing 
technical and management know-how to the new 
entrepreneurs? Which agencies will arrange loans and 
working capital? Can a joint inter-agen~'"Y effort be 
launched? 

(d) A universal demand is that Africa should present "bankable 
projects" for the consideration of international financial 
institutions and potential foreign partners. Which 
agencies will play a lead role in helping African 
countries in preparing feasibility studies and project 
reports and in conducting market studies? What resources 
will be available for developing local capabilities and 
who will provide them? Even more important, if such 
bankable projects are available, will the necessary 
finance be available? Will the agencies help Africa to 
find business partners? Will be the agencies collaborate 
in this effort? 

(e) There is a great emphasis in the second IDDA on promoting 
small- and medium-scale business. Which of the agencies 
will provide active assistance in this area? What will be 
the nature and content of the help? What will be the 
quantum of resources devoted to this goal? 

(f) There is complete agreement that human resource 
development and capability building are crucial aspects of 
the second IDDA. Who will provide the support? How will 
the agencies co-ordinate their efforts? What will be the 
volume of the funds deployed? Even more important, how 
will the newly trained persons be employed? Will there be 
a counter part programme of creating industrial jobs? How 
will the agencies help in this balancing process? 

(g) Second IDDA places a great emphasis on infrastructural 
development. Which of the agencies will be involved? 
What are the resources commited? How will inter-agency 
co-ordination be arranged? 

150. The proposed international meeting of agencies concerned with 
the second IDDA ~s most timely. The meeting, as suggested earlier, 
would no doubt clarify the role which each agency proposes to play, 
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the resources it proposes to deploy and its own priorities. The 
aeeting would also be of great help in achieving a co-ordinated 
effort. 

151. Hopefully the issues raised in this concludinq chapter will be 
debated and suitable answers found. 




