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INTRODUCTION

“Africa’s genius is her peoples. Ip their diversity, vitality, ereativity and resilience,
they represent the greatest of the many resources of this Continent. '{he basic topic
of our discussions, therefore, is how io create the conditions of confidence,
predictability and mutual trust that will enable people and institutions to realize
their full potential.”

Excerpt from a speech of His Highness the Aga Khan on the occasion of the
Inaugural Session of the Enabling Environment Conference, Nairobi, Kenya,
October 1956.

The Enabling Frovironnient Cooference: Backeround

More than two decades ago, newly independent African nations embarked on
programmes of rodernization aimed at aceelerated social and cconomie
development. Many of these governments turned  away from  private
enterprise, centratizing development efforts in the state. However, optimism
for rapid growth has Tong since faded and leaders on the Continent. espeeially
in the past few vears, have been engaged inan intensive examination of the
roots of ccononue and social erisis. Faced with a range of complex national
problems. African governmets have not only declared their intentions o
strive for reforms in the functioning of the public sector but have in many
countries already taken steps towards policy reforms aimed at greater
incentives in the private sector and greater efficiency in public investment and
TCSOUFCE Manigement.

This trend indicates a spirit of receptivity to new approaches in Africa today. In
this atmosphere of pragmatic assessment of accomplishments of the past. the
Submission to the Special Session of the United Nations General Assembly on
Africa’s Feonomic and Social Crisis, jointly authonzed by the Council of
Ministers of the Orginization of African Unity and by the Conference of
Ministers of the Economic Commission Tor Africain May 980, acknowledged
that the twin challenges of survival and development. in terms of employment.,
health, education and other basic needs, cann: t be met by state initiatives
alone. The bold development process outlined in the Submission, with
fundamental restructuring and poliey reorientation, should launch the
Continent on the path of self-sustaining development. Among the approaches
being considered is the creation of an environment that will enable the private
sector to play a more positive role in the development process throvgh
well-defined and consistent policies.,

The Ohjective ot onde o

Receptivity to new ideas and o new spivit of pragmatism reprosented a rare
opportudity  to naugurate ino Sub-Saharan Africa o dialbgue among
governments, businesses and private non-profit voluntary agencies referred to
as private development agencies (PDAs). The Enabling Enviconment
Conference which took place in Nairobi, Kenva October 20-240 JUS6 was
intonded to facilitate that diadogue. and to suggest i range of practical policy
options that might cnhance the relationships between governments and the
privite sector,

Confesence Hoalt

Following much carcful planning, over two hundred official participants
gathered in Nairobi for a four-day meeting. This was dhe first time such a group,
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composcd of representatives of governments, private business and PDAs from
over 25 Sub-Saharan African, European and North American nations had met
to discuss these issues. Approximately two-thirds of the Conference
participants were Africans, ensuring that the discussions would be fully
cognizant of the needs and priorities of the Continent.

Conference activities and achievements are chronicled in The Nairobi
Statement and the Summary of Discussions. In some cascs, rapporteurs may
have focused more on agreement than disagreement among participants in
individual sessions, and thisis reflected in both documents, Consequently, they
may give the impression of more explicit unanimity of opinion and less lively
debate than was. in fact, achieved. While consensus on specific issues was
considered desirable, The Enabling Environment Conferenee sought above all
w foster frank debate on erucial issues among individuals representing varying
points of view.

Overall, the success of the Conference (and it was successiul. according to the
overwhelming majority of participants) was not the consensus actually
achieved on a significant number of issues but the fact that it took place in an
atmosphere of unusual openness. which allowed differences to be aired
without rancour or rhetoric. From that atmosphere grew a special liveliness
and an intensity in debate that can only oceur when arcas of disagreement and
new ideas are frankly explored,

Cantorence o ey

The Conference format - plenary sessions followed by working groups — was
designed 1o stimulate informal interaction on the principal issues being
considered.

To provide an intellectual framework for Conference discussions. the
co-sponsors, advised by an international Steering Committee. commissioned a
series of papers from a range of independent African and international
specialists and organizations including the African Development Bank, the
World Bank, UNICEF, the International Finance Corporation and the
Councii on Foundations. (See Appendix 1 for a full list of papers.) To promote
constructive thinking and debate. the commissioned papers were divided into
three broad topic areas, which were also the broad themes for the Conterence
sessions:

(1) the relationship between Alrican governments and private business,

(2) the relationship between African governments and PDAs, and

(3) the building of a meaningful dialogue among all three sectors based

onthe concept of “social responsibility,”

An Overview Paper synthesized the issues and recommendations contained in
all other papers and formed the basis of workshop discussions. As a further aid
for cach workshop, participants were provided with separate lists of Issuces for
Waorkshop Discussion, abridged from the Overview Paper.

Rapporteurs, selected from among Conference participants, provided detailey
notes on all plenary and workshop sessions. These notes were the basis of the
Summary of Discussions reproduced in this report. Rapporteur notes also
provided the basis for preparation of The Nairobi Statement,
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The Enabling Environment for Effective Private Sector Contribution to Development in
Sub-Saharan Africa

1. The Epabling Enviresoment Conferenee took place in Nairobi from the 21st to the 24th
October, 1986. It has focused on evolvin effective relationships between
African governments and the private sector. The Conference nas taken its
guidance from African leaders who have recognized that:

“necessary conditions for growth are the improvement of the national economivs of
Africa, deep reforms in the functioning of the pr:bli: sector, as well as the provision
of sufficient incentives to private initiatives.”

1984 Lconomic Report on Africa, issued joindy by the African Development
Bank and the tZconomic Comiission for Africe.

-

2. The Conference recopnizes that the twin challenges of recovery and development cannot
be met by state initiatives alone. The private sector = both business and private
development agencies (PDAs) - must collaborate actively among themselves
and with government to achieve these objectives.

"~

. The Conference turther recognizes that a huge burden of debt in the midst of adverse
international conditions shickles many African cconomies: that terms of trade
are strongly skewed against African countries and no recourse appears in sight;
that drought still continues in some parts of Atrica: and that mifitary conflicts.
famine and refugee upheavals add to the severe hurdships of some populations.
The Conference. however. welcomes the fact that against this bleak picture,
many  African  governments have, with courage and vision, adopted
comprehensive reform programme: . mobilizing  national  resources and
channeling efforts to where thev will bring greater retarns. Thus, if the broader
issues of a hostile international environment are bevond the scope of the
Conference mandate, they are very much in mind as it concentrates on the
contribution of the private sector to the development of Sub-Saharan Africa.

e

. The principalissie considercd by the Conterenve was:

How can environments be created. within the constraints imposed by the
international cconomy, that will supplement importint government initiatives
and those of public enterprises by permitting the extensive resourees,
imagination and creativity of the private sector - both people and institutions -
to participate fully in the development process?

5. The Conference unantmoushy aflivmed that:

Africa’s genius is her peoples who, in their diversity, creativity, vitality and
resilience. represent the greatest of the many resources on the Continent. In
serving the African people, business, governments and PDAs should forge new
partnerships to create the Enabling Environment in order to ensure that
developmentis the expression of the individual.
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6. The Conference urges collaboration amoay Sovernments, Business and PDAS (o:

(i) Encourage the evolution of enabling environments to foster the release of the
energies and creativities of African peoples and to promote confidence,
predictability and mutual trust among the partners in the development process,

(i) Take all possible steps to encourage  the development  of - African
entreprencurship.

(iii}  Scck concrete measures to integrate women fully into the mainstream of the
development process and to eradicate all forms of discrimination against
women.

(iv)  Promote the incorporation of the informal sector = the men and wonien
working in agriculture and small-scale trade and industry - into the modern
cconamy,

(v)  Foster the concept of the social responsibility of business. while recognizing
that healthy business requires an appropriate return on its investment and
enterprise.

(vi) Promote the evolution of a strong voluntary sector through measures to
improve management and financial viability.

(vii)  Facilitate the creation of viable regional markets.

(viii)  Strive to maintain the three-way dialogue on development issues initiated at
this Conference., possibly including formal guidelines on mutual responsibili-
tics.

7. The Conference urge s iovernments fo

(i) Reatfirm and intensily their support for the modernization of the indigenous
small-scale agricultural, industrial and business enterprises.

(i) Undertake mutually agreed policy changes to enlarge the role of the private
sector. such as moving toward freer markets and more realistic prices for
foreign exchange, capital, products and labour.

(iii) Devise special measures to lessen the hardships o' policy adjustiments on
vulnerable groups in society.

(iv)  Foster the enabling environment through such basic elements as confidence in
the future; reliance on the rule of law and a system of laws which itself
encourages enterprise; and protection of the rights of individuals.

(v)  Reduce administrative controls on the private sector and simplity procedures,

(vi) Promote entreprencurship through technical assistance., training and better

accessto credit,
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(vii) Work with other African governments and business organizations to attempt to
create viable regional markets and trade zones.

(viii) Review the role of parastatals so as to maximize the use of scarce resourees.

(ix) Build on the African traditions of communal effort to promote PDAs as crucia!
partners to foster self-reliant, sustainable development.

(x} Promote improvements in the management, administration and financing of
PDAs to increase their effectiveness in meeting development challenges,
through such measures as encouraging dialogue with national PDA councils.

8. The Conference urges Business to:

(i) Ensure that its investment activities are consistent with the development
priorities of African Governments, while addressing its legitimate goals of
providing goods and services profitably.

(i)  Channel more resources, training and technical assistance to - African
entrepreneurs, especidly in the informal sector.

(iit)  Support PDAsin promoting income-generating activities.

(iv)  Become increasingly sensitive toits social responsibility threugh commitment
to Africa’s long-term development and the pursuit of justice, equity and
cqualityin African countries,

9. The Conference urges Private Developmont Agencies to:

(i) Strive to develop new, cost-effective approaches to Africa’s long-term social
and cconomic development problems, especially in rural arcas and among
vulnerable groups.

(i1)  Recognize the eritical role that women play in Africa’s development and assist
them with access to eredit, special extension services, appropriate technology
and relief from diseriminatory practices.

(i) Work with business and government to strengthen the voluntary sector
through improved management, training and increased financial support.

(iv)  Develop mutually  supportive  relitionships  between  indigenous  and
international PDAS: e.p. . establishing national PDA councils.,

(v) Strengthen the contidence of governments in the voluntary sector by making
known their achievements and activities and by non-interference in political
matters,

(vi) Reinforee their capacities to inform African peoaples and governments and the

international community about the nature of Africa’s development challenge
and about progressin meeting that challenge.

6
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1¢. Conference Follow-up:

This Conference has brought together three sectors for the first time in Africa.
The interests kindled during the week should be carried forward after Nairobi
andideas should be turned into action.

To this end, the Conferenee requests:

(i)

(ii)

(1)

(iv)

(v)

(vi)

The Organization of African Unity to continue to give the necessary political
impetus to Africa’s cconomic recovery and development, to mabilize public
opinion in support of the African effort, and to assist in the creation of an
cnabling environment for enterprise and initiative,

The Economic Commission for - Africa (ECA) o work with national
governments. Chambers of Commeree and other appropriate bodies 1o
developacode of ethies on business practice in Africa. 1 also requests the BCA
to bring the main conelusions and recommendations of this Conference to the
notice of Afvican governments and appropriate regional and sub-regional
inslilulinn.\\\ilh;l\'ic\\‘mcn\uringlhcnccc.\s;u'y follow-up actions.

Participants wha have expressed astrong commitment to follow upintheirown
countries to doso immedatels.

Action be tiken 1o establish or strengthen national councils for regular
consultation among PDAs. business and government,

The media to sustain their interest by highlighting the aims and conclusions of
the  Conference and  assisting in publicizing - Africa’s  potentialities,
development eftorts and necds.,

The Conterence co-sponsors to take appropriate measures to ensure that the
recommendations and conclusions of the Conference are followed. In
particular. the Conference suggests further regional and national meetings on
the subject of the social responsibility of business. as it has been discussed at
this Conterence.

The Conference participants wish to express their most sincere appreciation to
the co-sponsors of this Conterence for their initiative. Thevalsowish toexpress
their deep gratitude 1o the Government and people of the Republic ol Kenya
for their typical Atrican hospitality and most particularly to His Exeellency
President Daniel T, arap Moi tor maugurating the Conterence and for his
personal interest inits suecess.

Finally. the participants wish to acknowledge and thank His | lighness the Aga
Khan whose ideas and initiative have sparked this Conference.

The Conference puts forward its proposals and recommendations in the firm
beliel that their full and sustained implementation will lead to the evolution of
enabling covironments that will aceelerate the process of social and cconomic
recovery and developnent for the peoples of Africa.
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African governments and people are examining the creation of environments that will
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enable the private sector to participate actively and cffectively in the
development process. The Enabling Environment Conference was convened
toconsider specific ways in which this process can be assisted.

Setting the tone in his inauguration of the Conference, the President of the
Rupublic of Kenya. the Honorable DT arap Moi emphasized the need for
suchan international dialogue:

“The more we interact and understand one another, the easier it will be for us to
solve our common problems jointly in the years to come.”

His Highness the Aga Khanin his opening remarks introduced the theme of the
Conference by saving:

“Let us concentrate on the opportunities for the future. Nations and continents can
emerge from depression. Men a vd women of good will and solid intelleet can
change the course of events. My hope is that the participantys in this Conference will
come up with practical, feasible recommendations for ways in which government
and the private sector — both profit and non-profit — can work together to build a
better future for this continent.”

S

e B Releasing the energies of the many millions of African men and

women who are producers is the key to the solution of the current African
malaise. The encouragement of African entreprencurship is essential. To a
large degrece. those policies that foster indigenous entreprencurship will also
attract foreign investment. However, the Organization of African Unity
(OAU) and African governments are confronting the reality that private
foreign capital can only be o small vart of the answer to the continent’s
problems. Africe mustrely onitself first,

Most Conference participants expressed the view that, when the environment
is appropriate, entreprencurship in Africa develops  quickly. That
entreprencurship - the willingness to take risks and to try new approaches in
both the profit and voluntary sectors = requires an atmosphere of confidence,
predictability and mutual trust. Where indigenous entreprencurship Rourishes
and markets develop. it will also become easier to attract foreign capital. Thus,
there is @ synergy between indigenous entreprencurship and international
business.

Conference puarticipants agreed  that the GAU Priority Programme for
Liconomic Recovery should be given wider dissemination and publicity, by
governments and other concerned groups. There needs to be concerted
follow-up action and revies of progress at regular intervals,

G After two decades in which many goveraments and international
agencies tenr od o minimize the role of the private sector, most African
governments are now more willing to enlarge the role of private business as o
positive foree Tor development. Conference participants generally agreed that
national policies should move toward freer markets and more realistic prices
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for products, capital, labour and forcign exchange. Many participants were
concerned, however, that some of these changes, at least in the short term, may
be detrimental to vulnerable groups in society, which could result in instability.
Special measures may be required to lessen the hardship for these proups. Such
measures are now being systematically considered in the design of adjustment
programmes. The World Bank, with funding by UNDP, is faunching an
Africa-wide study to assist governments to monitor chinging conditions of
differentsocio-ceonomic greups.

Most participants recognized that removal of price controls should be
accompinicd by increasing competition and avoidance of monopolies iind
cartels, whether by parastatals or private business.

While advocating greater flexibility of exchange rates and working toward a
reduction of exchange controls, Conferenee participants recognized that these
processes would he helped by o reduction of protectionism in developed
countries and by global cconomic expansion.

Apart from macro-cconomic policy changes, participats expressed the view
that stability and consisteney of poliey are vital to the concouragement of the
privite sector. Governments should establish investment codes which should.,
as far as possible apply equally to both domestic and foreign business, These
cades should be casy to understand and implement. Goverrments could
establish broad indicative lists of activities that private business would be
welcomed to undertake.

Participants recognized that there is relatively little forcign investment taking
place in Alrica today. Most participants believed that the policies outlined
above should be helptul in attracting foreign investment, Perhaps the most
difficult issue in this regard concerns repatriation of dividends. Companices
consider yepatriation an essential incentive to foreign investment. In those
countries where it is difficult to relax restrictions. some Conference
participants urged governments to consider, as an interim measure. providing
additionalinvestment incertivesit dividends are reinvested. Some partiipants
suggested that governments should consider allowing tax relief for donations of
“blocked™ assets to PDAs, The World Bank demurred and expressed aneed to
study such proposals in the light of the fiscal policy of the concerned country.
(Seealso, discussion below at B.3))

Investment guarantees such as the Multilateral Tnvestment Guanantee Ageney
and the Guaranteed Recovery of nvestment Principal deserve support and
expansion: some countries might introduce additional bilateral guarantee
arrangements,

AL N s A vastamount of the time of businessmen and women - both
indigenous and torcign s spent trving to meet the administrative and
regulatory requirements of governments. This often diverts resources from
more productive puiposes,

Most Conterence participants supported o recommendation that African
governments should make strong efforts to reduce their administrative control

Y
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of business and to simplify procedures. There should be greater consistency
and transparency in the regulatory and administrative systems applied to the
private sector. Morcover, there should be regular diatogue between the private
sector and government toidentify legal and administrative problem areas.

A Promotion of Entreprencurship. The Conference focused particularly on the needs of

(i)

(ii)

(iii)

the African entreprencur, a crucial ingredient of  Adrica’s  cconomic
development. Entreprencurs need:

better aceess to information and to technical assistance through extension
services;

better access to eredit either directly from lending institutions or, in the case of
small entreprencurs and tarmers, through intermediary structures such as
creditunions or efiective PDA organizations; collateral requirements will need
to be redifined where proven entreprencurial talent exists; and

management assistance and training through strengthening or creation of
training institutions and through the use of PD A, particularly for training and
management assistance for micro-enterprises.

Some participants suggested that entreprencurship and business practices
should be further integrated into the formal cducational system, thereby
cncouraging specific skills and “risk-taking™.

Many participants also recommended that special elforts be made to encourage
joint ventures between international business and African enterprises. In the
case of small farmers and micro-enterprises, sub-contracting relationships with
Jarger African and international businesses (including parastatads) should be
cncouraged.

LS The smafl-seale Sectors Most Conference participants recognized the particularly

important contribution and potential of small-scale entreprencurs: smaltholder
agriculture. entreprencurs in the informal sector, and small businesses owned
and operated by women. This seetor requires and deserves special atiention.

By far the largest group of entreprencurs in Atricic work small farms, Price
regulation and marketing boards have often worked against the interests of this
group: their operations need to be reviewed to ensure incentives for farmers,
Greater attention shauld be paid to storage. processing and marketing to help
iniprove prices paid o farm producers. Thev also require assistance with
credit, technology and extension.

The informal sector should be recognized as aomajor source tor the watiation of
entreprencurship. Special clforts should be made to provide the same
framework of support for this sector, as suggested above under the heading
“Promotionof Entreprencurship”,

10
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In most African cconomics, women form a large proportion of producers and
traders. Many Conference participants expressed the view that special
attention should be given to the credit, management and training needs of
women. Some participants noted discriminatory practices directed against
women  that should be  removed, c¢.g. lending institutions  requiring
counter-signatures ol husbands for loans,

V.6 Regional Marte s e was recognized that the small size of country markets inhibits
arowth of African cconomices. Several Conference participants suggested that
African governments work with one another to attempt o ereate viable
regional markets and trade zones. possibly through such regional cconomic
groupings as the Economic Community of West African States (ECOWAS),
the Preferential Trade Area for East and Southern Alrican States (PTA) and
the Southern African Development Coordination Conference (SADCC), or
through negotiating accords on product specialization among African
countrices.

Htwould be helpfutif governments gave priority to inter-country transportation
and communication links. Less emphasis should be placed on creating new
sub-regional arrangements than on implementing and strengthening existing
accords.

Several participants suggested that international corporations may be able to
contribute to such regional integration by building mulinational markets,
Indigenous business might, for its part, create interstate cooperative councils
forexchange of information on markets.

Additional specitic suggestions included:

(i) opening boundaries between neighbouring states for free movement of people
and goods;

(i) standardizing the incentive structures for foreign investment, regulations on
product quality, and overall cconomic policies among neighbouring states; and

(i) considering the establishment of common agricultural policies with a view to
encouraging cach country to produce those agricultural commodities in which
ithas acomparative advantage.

The role of parastatals generated
substantial - discussion and  controversy. Some  Conference participants,
particularly representatives of African governments, emphasized that in many
cconomies, parastatals have o useful and strategic role. In many cases,
however. parastatals have become inefficient. and consume resources that
could be used more productively. As monopolies. thev have also engendered a
restrictive climate that discourages private initiatives.

Tarastatal reforms, therefore, are an integral part of creating an enabling
environment. The elements of a reform programme mightinclude:

(i) reducing or climinating budget subsidies for incfficient and inessential
parastatals;



(if)
(iif)

Ly oliey

SUMMARY O DISCUSSIONS

reducing the monopolistic status of parastatals; and

increasing cfficiency, improving management, and reducing interference in
those parastatals that continue to play a useful role.

Some governments, in taking stock of their parastatals, have decided to divest
themselves of some of these enterprises. Privatization in such cases has been
considered appropriate. But itis only one facet of a broader and more complex
reform programme. Many participants emphasized that privatization of
parastatals is not an end in itself. but one more ol to be utilized, where
appropriate, in the ongoing efforts to provide and distribute more efficiently
the needed goods and services.

D e - <o There was a consensus among,
Conference participants that business should be sensitive to government
priorities and should be willing to define and articulate its responsibilities to the
broader community. Many participants recommend an ongoing dinlogue
between government and  business, with business participating in the
preparation of long-term development plans. Some participants suggested that
Chambers of Commerce representing traders and  manufacturers from
different countries convene regularly to devise mechanisms under which
governments might encourage trade. Some participants recommended the
establishment of a formal mechanism to study and make recommendations
concerning business ethies in Sub-Saharan Africa. A specific suggestion was
that the Economic Commission for Africa undertake such astudy, with o view
to producing a draft code of cthics for the consideration of governments in
consultation with such institutions as the Atrican Federation of Chambers of
Commerce, the PTA, ECOWAS and SADCC.
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BOINOIGENOUS AND INTERNATIONAL PRIVATE DEVEL OPMENT AGENCIFS

.0 The Challenpe. Private Development Agencies (PDAs) comprise a rick -aricty of
formal organizations and informal associations, covering a broad spectrum of
activities. Their most noteworthy characteristics are their roots in the powerful
voluntary cthos. their concern for the disadvantaged, their ability 1o harness
the energies of many people, and their non-governmental and non-profit
nature. Their activities run the gamut from the traditional direct provision of
social services to the initiation of innovative enterprise development. As such,
they can also test and implement new cost-effective and participatory
approiaches to the challenge of econamic and social development.,

Governments and business often do not consider PDAs serious partners in the
development process. As a group, PL/As may have been deficient in
documenting and articulating their accomplishments and the breadth of their
activities. Traditionallv jealous of their indenendenee, many PDAs have Leen
cautious about allowing outside scrutiny. Mereover, some PDAs have been
inadequately managed. under-finzneed and inefiicient, though there are many
examples to the contrary.

Itis, therefore, not surprising that many governments and businesses have
tended to ignore or undervalue PDA contributions to development. Now,
however, with the growing emphasis on releasing energies of individuals,
encouraging participation and genuine sel™-help, promoting the informal
sector, andinvolving womenin development, PDAs have a special opportunity
todemonstrate and build upon their traditional strengths.

A challenge fucing the Conference was to identify the many ways PDAs can
dircctly comnlement government and business in order to unleash the full
potential of the voluntary sector to contribute to the future development of
Africa,

S NINTRE T The Conference focused on the balance
between assuring the independence of PDAs as @ “Third Sector™ in the
ceconomy and - maintaining - good  working  relations with - government.
Conference participants generally supported the idea of structuring o clearly
recognized administrative and legal framework within which an optimal
PDA/government relationship might be fostered. Some suggested that this
framework be bused on two principles:

4. PDAs both international and indigenous. should recognize the legitimate
right of governments to have information on their procedures, activitics and
phans, and to exercise some oversight of tacir appropriateness. integrity ana
efficieney; and

b. this general oversight notwithstanding, governments should recognize the
right of PDAs to pursuc their objectives independently of detailed government
controband supported by an environment that recognizes the positive role that
PDAs can play.

Many Conference participants wished to encourage governments to work
collaboratively  with PDAs to formulate o framework  within which
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governments and PDAs (both indigenous and international) should interact.
Suggestions included establishing a framework of published procedures for
matters such as accounting procedures, tax exemptions, importation of
necessary supplies and equipment and PDA hiring practices. The caveat was
expressed that the framework not be overly rigid, though it should state clearly
the governmeni's legitimate expectations. Some participants were attracted o
the concept of a single administrative focal point in government/PDA
interaction, to avoid burcaucratic delays in decision making. Others, however,
recognized that such a focal point could itself present a bottleneck, and might
prevent other parts of that government from recognizing and supporting the
PDA cfforts. In any event, most participants thought that programme matters
should be taken up between individual PDAs and the relevant government
ministry or department.

On programme and policy matters, the participants were linm in their belief
that PDAs and governments should be in close consultation, Government
should indicate priority arcas where PDA operations would be particularly
welcome. Government should also recognize the unigue contribution PDAs
can make to policy, particularly in their sensitivity to the needs and aspirations
of small entreprencurs and rural populations where government is often less
involved. For their part. PDAs should seek to complement or extend, not
duplicate, government programmes

Governments might consider other means of encouraging PDA action.
Recogrizing that few African governnients have the budgetary strength to
consider financial assistance to PDAs, participants noted a range of possible
in-kind contribntions governments can make, such as the secondment of
personnel. training, material and equipment, housing, office space, or
transport.

The subject of governments’ provision of tax incentives for business and
individual donations to qualificd PDAs evoked considerable discussion and
some disagreement. While noting severe governmental budgetary constraints,
and the absene of a strong tradition of tax deductions for charitable
contributions. many participants expressed o strong belief that such an
incentive system would appreciably strengthen PDAs, as it has in many
countrices around the world. Other participants strongly disagreed because of
budgetary constraints on African governments. Some participants favouring
tax incentives suggested that astart coutd be made with incentives for qualified
indigenous PDAs, particularty in designated priority arcas, such as the
increased involvement of women in all spheres of the cconomy. Qualified local
“branches™ of international PDAs might also be considered eligible tor such
deductions.

: Many business participants at the Conlerence
learned for the first time of the many strengths of PDAs. In Alrica some
businesses have already sub-contracted with PDAs to be “intermediaries™ in
providing scrvices to employees. But more  extensive  and  creative
collaboration between businesses and PD As s possible and desirable.

14



SUMMARY OF DISCUSSIONS

Businesses contribute funds to PDAs and sometimes lend volunteers. But what
PDAs often need - especially those involved in enterprise development — goes
beyond funds and equipment, to access to such things as outgrower schemes,
sub-contracts {e.g., from textile manufacturers), processing facilities and
assistance with quality control and marketing. Such collaboration between
African and international businesses is already oceurring but it can be
increased, with substantial benefitand at little monetary cost.

Another recent innovative mechanism for business contribution to PDAs is the
donationof “blocked™ assets to PDAs. Conference participants recognized this
type of contribution as controversial, quite complex and needing considerable
thought. country by country. Many Conference participants objected to assets
being  blocked since that restricts enterprise  and discourages  foreign
investment. However, they recognized that to preserve loreign exchange,
some - governments  restrict  repatriation of  profit. Some  Conference
participants suggested that countries where this prictice is present might
consider offering tax deductions for such  contributions.  Some  U.S.
carporations have already made such contributions 1o a few U.S. tax-exempt
PDAs operating in certain African countries. As noted above, the World Bank
(and others) thought this idea needed  considerable study  before
implementation,

Participants noted with great interest the growing role of PD Asin the provision
of eredit and technical assistance. particularly in the informal sector and rural
ceonomy. It was noted that the management of small loans is expensive and
risky and requires high standards of managerial probity. On balance, many
thought this arca ripe for expanding collaboration between business. PDAs
and the informal business sector.

Finally, many Confercnce participants supported the idea of instituting a
dizlogue among PDAs. business and governments to assure appropriate
consultation on development policies and on possibilities for coilaboration
among the three sectors.

The Conference carefully considered the relationship of
African and international PDAs. Generally, participants aceepted  the
guidelines on non-governmental organizations provided at the U.N. General
Assembly Special Session in May 1986, These guidelines include: an
admonition to the better endowed international PDAs (o guard against
“paternalism™: an acknowledgement among African PDAs of their basic
responsibility for African development: acall to international PR As to provide
consistent support to the activities and growth of African PDAs; and an appeal
to make maximunt use of local resources and personnel. Consistent with the
Conlerence’s discussion of the enabling environment for indigenous business,
most participants firmly believed that indigenous African PDAs should be
strengthened in their role as resources for economic and social development.

Participants supported the idea that PDAs should make greater efforts to
coordinate among themselves and pay particular attention to facilitating
communication and  policy  dialogue  with  government and  business,
Additionally. PDAs need to avoid unproductive duplication of their own

—
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cfforts, to maintain common standards of behaviour and efficiency, and to
learn from each other. Some countries have established councils of PDAs to
mcet these needs, o model that many participants commend to others. Such
councils could also serve as information centres to collate, document and
disseminate data on successful programmes and on the reasons for failure of
others,

Participants noted with approval the proposal of His Highness the Aga Khan to
create a Faculty of Development Poliey and Management 3o institutions
capable of providing practical management training  should also  be
inventoried. Participants urged PDAs to scek out - and business and
government to help provide - practical training programmes and institutions,

The role of PDAs in public education was discussed. Located throughout
African societies and economies, particularly at the grassroots, PDAs are well
positioned to serve an educational function, by acting as a link between African
peoples” aspirations and policymakers and donors. [nternational PDAs have a
separate but especially important educational role ir: their home communities
and with international donor agencies, bilateral assistance organizations, and
the philanthropic donors of industrialized nations. In their educational role,
most participants urged PDAS to emphasize the long-term needs of Africa and
the willand primacy of Africans to confront their own development challenges.

Finally. Conference participants were unanimous in their call to PDAs to be
aggressive in explaining and documenting their role in cconomic and social
development. Only inmiking the case for themselves cin PDAs make business
and government aware of their accemplishments and potential role. Nationa!
councils of PDAs can assist in such an effort but individual PDAs must aceept
responsibility for such communication with constituencics.
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CoSOCTIAL RESPONSIBILITY

By their very nature, businesses contribute to economic development, through
production and distribrtion of goods and services. Additionally, however,
businesses make other forms of economic and social contribution to the
societics in which they operate. In North America and in many other
industrialized countrics, this practice has been called “social responsibility™. In
many third world settings, including Africa, “social responsibility” of business
exists, though it may not be so named or formally institutionalized.

In his inaugural speech, The President of the Republic of Kenya The
Honorable Daniel T, arap Moi paid particular tribute to the concept of social
responsibility and asserted that itis “a challenge which the private seetor should
take seriously in the future”.

. The concept of social responsibility of business is difficult 1o define with

precision. 1t describes o business carrying out its functions in a caring,
thoughtful way. supportive of its employees’ needs and attentive to the broad
socialand cconomic requirements of the communities in which it operates.

The Conterence achieved a level of commitment to a social responsibility
coneept appropriate to Africa. Specitically. participants acknowledged and
expressed respect for the proposition that the primary purpose of any business
enterprise. must be to produce needed goods and services profitably.
Morcover. they welcomed the Conterence’s overall emphasis on the current
and potential contribution - however defined and implemented - of business to
ceonomic and social developmentin Africa. For instance. the Conference's call
to both international and larger African businesses to work with African
entreprencurs was acknowledged as an example of one form of social
responsibility. Secking opportunities 10 work productively with PDAs s
another.

In general, participants were not able 1o agree on a shared definition of social
responsibility. Some participants believed that the coneept. as deseribed in
Conterence discussions. does not appear to reach the problems of the vast
majority  of  Africans. These participants stressed  that business’ social
responsibility will only contribute successfully to African development if it
gives priority toinstitution building and industrial training linked to technology
transfer. Conlerence participants strongly urged increased  discussion and
information an the various forms of social responsibility, both in Adrica and in
other countries whose models could be adopted within Africa. Nonetheless, as
conveyed by the following summary  of  specific clements of  social
responsibility. the conceptremains elusive and somewhat controversial.

An o normal part of their business
decisionmaking and operations, businesses should demonstrate a genuine
commitment to the country in which they operate and i sense of responsibility
toward their emiplovees and the community within which they function.
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Conference participants cited a number of clements of such a broad
framework:

(i) Business should follow an ethical code of conduct for dealings within the
African marketplace.

(ii)  Businessshould pay careful regard to the safety of its employees.

(iii)  Business might also strengthen its work foree by developing programmes 1o
assure the social seeurity, health, training. family planning., and education of its
emplovees and their families.

(iv)  Businessshould view theirinvestmentsin light of the long term needs ol Africa,
¢.g.. by heeding environaental protection requirements.

Beyond these sell-evident elements of beginning a social responsibility
programme, Conference participants generally agreed on other, essentially
“aftirmative action™ steps, that businesses might take within the framework of
normal business decisions. These might include:

(i) Locating plants and operations inarcas of the country where there is particular
need for developmentand emplovment:

(i) actively secking opportunities to work with African entreprencurs and small
holders - particularly women - in their business operations, ¢.g.. large scale tea
producers contracting with local small holders:

(i) investing in raw material development, and in rescarch and development in
their ficld of operations: and

(iv) seeking opportunities to work productively with PDAs, particularly in their
business relationships with small scale entreprencurs and  smallholders,
Participants cited o number of examples of contracting with PDAs 1o provide
neeessary goods and services. (It was noted that PDAs must do a better job of
describing how they can be hielpful to business.)

Allthe above elements ot isoci A responsibility programme. within the context
ol normal business decision making, were solidly - reaffirmed by the
participants.

[N IVES ETA R

(i} Cash grans. Participants recognized that cash grants to PDAS sometimes are
targeted in wavs that produce obvious benelits to the business. In other
mstances, such as general support grants to PDAs, the relationship to the
“hottony line™ is often less clear - despite the advantages to the business of
demonstrating its good will and supporting worthwhile community action.

Participants discussed cash grants and new ideas such as contributions of
blocked assets to PDAS operating within the country. Current examples, such
as Heinz' gitt of blocked funds in Zimbabwe. were noted. (Sce. however,
discussionat B.3above.)
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Participants also noted the existence of several foundations and trusts in
Africa, some created by businesses for their prantmaking. They - and the
American community foundation model - were viewed with some interest by
the participants.

Other forms of grants. Non-cash contributions to PDAs were also discussed.
Examples inciuded the provision of management assistance and training, the
secondment of personnel (including retired personnel). service on PDAs'
governing bodies, assistance with quality control. and donations of olfice
space. materialand equipment. Kenyan businesses” support to self-help efforts
within the Harambee movement were repeatedly cited.

Role of governments. Participants focused on the tole of government in the
uestion of social responsibility. President Moi's inaugural speech provided
participants witha clear example of a government cncouraging and chatlenging
business to develop social responsibility programnies which are supportive of o
countny’s long term development priorities and the needs of business’
emplovees and conmumities. Many Conlerence participants emphasized that
social respansibility - while desirable - should not be imposed on business by
African governments. Leadership and encouragement. however, are seen is
appropriate and desirable.

Some participants suggested that governments cncourige business m their
social responsibility programmes by offering matching grants, or by granting
tx deductions for business contribitions o gualificd PDAS operating in
Priovity arcas. (See discussion above. at 13.2)

“Trialogie”. There was discussion of vovernment, business and PDAS
cooperating togetherinsociad responsibiliny eflort, The cisestudy ot the ULS,
PDA Atricare. the Pharmaceutical Manutacturers Association. and the
governments of The Gambia and Sicrra Leone working together .o provide
distiibution of medicines was cited by many participants. Other examples of
Adrican busmesses workimg with their governments included the Business and
Professional Women's Association in Ghana,

Conclusion. The torns ol sockd responsaibility of African and international
business operating i Atricice numerous. There wis i conse isus that more
cise studies are needed of African eaperienee with social responsibility
Finally. Conference participants stressed that as the business scetor thrives in
Alrica. so oo will it strengthen s ability 1o initiate new wavs of contributing to
Adfricaand its peoples.
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