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1. INTRODUCTION
 

It is increasingly becoming accepted the world over that the private sector has a 
major role to play in the development of any nation. Some have even gone so far 
as to term it the 'contributing force" towards accelerated and sustained economic 
progress and better standards of living. That erstwhile vehement opponents of 
private enterprise, such as China, have today become its proponents, bears 
testimony to the growing recognition that in man is embedded tremendous force of 
industry and enterprise which if allowed to be released, and properly harnessed,
could lead to higher levels of achievement for the crmmon good (also known as 
prosperity).
 

However, in the context of Sub-Saharan Africa, the practice of private enterprise
has not been uniform across countries or over time. This nas been due to a number 
of factors ranging from changing circirstances, conditions, and political
instability to the emergence of serious economic difficulties. 

There are various lessons to be learned from the experiences of various 
countries. It is fran:. these experiences that the paper draws most of its 
inspirations. To this end this paper discusses: 

- the kind of posture governments adopt towards private investments; 

- legislation adopted to, encourage private investment; 

- risks fdced by investors; 

- the prevailing type of interaction between government and private 
capital; 

- avai labi lity of ranpv.,er to manage private enterprises; 

- and the manner in which bus i ness organi sat ion i nteroct with government. 

The paper conc ludos by offering recommendations for improving the role of 
government in creating an enanling environment for investment capital in 
Sub-Saharan Africa. 

2. GOVERNMLNT POLICIES TOWARDS PRIVATE INITIATIVE
 

Goverarn'ent policies have ranged from those demonstrating open hostility to 
foreign private investment to favorable policies which see it as supplementing
their own efforts todrds soci-economic development by providing: 

- capital which wrid otherwise not have been nubil.sed for investment; 

- hu-, :i reouJrces which otherwise would be deployed in another economy; 

- technological im;rrts which are not available locally in the economy; 

- foreign exchange , espcially during a period of balance of payments
difficulties Lw',n locally available capital cannot be transformed into 
investments revuiring imported capital goods. 
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By the same token government reactions to local private investments have varied.
 
While some have encouraged the phenomenon others have viewed it with feelings 
ranging from lukewarm to antipathetic. 

Those governments which have encouraged private business have viewed these 
businesses as mobilising both hunan resources that would otherwise have remained
 
idle and capital for investment. For the above reasons governments with varying 
political orientations have allowed contributions of private capital investment.
 

(i) Local private capital investment 

Those governments that encourage domestic private initiative tend to 
protect and prcmote local private capital from the nationalist point 
of view, often in the name of indigenisation of an economy which had 
been under foreign control durino colonial times. The achievement of 
political independence is deemed incomplete unless the economy is in 
the hands of indigenous people. Some governments have declared total 
support for local private initiative, with government investment 
being made in areas where private capital will not go (i.e. 
infrastructure and other i nvestm:,nt s with low financial returns). 
Such goverments include the promiotion of private enterprise as part 
of their econucic policy and provide all the necessary support. Other 
goverrmients have bee,i concerned, en ideological groLunds, that a 
strong local private sector woula distort the distribution of 
economic povr between the private sector and the state; with 
undesirable consequences for the distribution of wealth. Although the 
latter can be corrected by using other policy instruments (e.g. 
progressive tax) Lhe question of the balance of poer between the 
private sector and the state is more complex. 

Those goverr|vents which have, on ideological grounds, been wary of 
the strength of the private sector relative to the state in economic 
affairs hjve reservel key arid often technologically more complex 
economic sec tor to the state, allowing private capital to be 
channel led only to the areas which are not deemed key areas. 

Twe prosiler;:, have emTerged in this context. First, the demarcation 
betw-.en cey areas reserved for the State and other areas has been 
rather fluid, resulting in an envirorient of uncertainty as far as 
investors are ci)ncerned. Second, the private sector has functioned 
with the ifr eSc o, that it is an unwelcc,.e partner in developient, 
stiflinq the il tiative of the private sector. 

Regardi ro the lac of clear demarcation between key dnd non-key 
areas, scrle gverrr-rnts have relied on the supposed capacity of the 
state to run businesr enterpri ses. Errors of judgement have been 
made, often ta irtygthe form of over-estimating the capacity of the 
state to undertae a large nrM'!)er and variety of investments. In 
practice, adjustrrents have been made to the state's real capacity to 
run businesses arid to changing economic conditions (e.g. limited 
capacity to generate surpluses or to raise government revenue). This 
has resulted in selective denationalisation of State owned 
enterprises and in attempts to redefine areas which are set aside for 
private investment. Tie current exercises in Guinea, Liberia and Togo 
offer good examples in this area. 
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The response of local private businesses to these practical

adjustments seems to have had a reassuring effect. To the extent that 
this is so, it supports the recotumendation that governments should 
clearly define the type of socio-ecenomic activities which shoulde 

Orin by lucal piv- 1--seco as c---t-ewitT_tiose key and 
-strategic socio-economlc acoi t-is-w-TT-u-be reivT for state 

--- Tr--- T-.---T - is - ip ra-v--- rr -pecTiye o-----Lhe ideological 
orenta'ion-of the goverrinent or its national objectives, which will 
determine where the demarcation line between the two sets o' 
socio-econonic activities should be drawn. 

Goverrmients which have encouraged local private sector businesses 
have not necessarily supported all levels of private sector 
investment. In certain cases, greater attention has been paid to 
large scale local private investments at the expense of small scale 
private investment. This bias is a reflection of the relative ease 
with whi cLh large investments can be monitored. In sone cases, 
however, the support of the private sector by the state has resulted 
frT, the nature of the state and its relation to the means of 
production. For instance, one study has shown that in some states, 
personification of state power and its use to endow a small upper 
stratum of the bureaucracy with econoic power (e.g., acquiring 
property and big business-concerns by virtue of their positions in 
guvern;%ent) has alienated private initiative outside the favoured 
stratum despi te the government 's proc aimed support for free 
enterprise. This being a unique form of "indigenisation" or
"nationalisdtion" it cannot be a basis for healthy contributions of 
private initiative to socio-econc ic development. Experiences of this
 
type support tiie rec(cinrendation that a democratic state in %.hich 
state p',;,er is eercised in the interest of all Jroups in society is 

a precit i j7 ions Fconi unTJVXJT~ctT STBui frorr n 
Te'Welof" I paes- -to sOo-econoric evel-opment. 

(ii) Foreiqn pr iv_, e investment 

Since p,litical indpendence, governments of Sub-Saharan Africa have 
strived to gair, control of their economies through state enterprises
and throu'h local private initiative. This has often been done on 
Fat ionalist ic gruunds as a way of preserving sovereignty. In 
practice, thi s has meant being wary of indi scriminate foreign 
in-estme; t s in the economy. In some countries governments have 
natnormal) se. (wi te or without adequate compensation) pri vate 
businesses and acted selectively in allowing participation of foreign
pri vate inrvestrmrnt. Other goverrvnents have deliberately restricted 
foreigr. private invest.ments on ideological grounds or on the grounds 
trat th, interests of fore-ign private investors may conflict with the 
ni1ior, a i r, *' . . ;er ie ce now sugges'ts that any conflict with 
n irtirr tl ,t an be resolved by instituting the necessary 
reg1 irn', i n re s c t of en try and operations. Wh6ile some cases of 
ndt i(ra sI, i(it! have be'r, successful on the operations level other 
exp..ier Icr T w., der:;n: strated that adequate preparations ,especially 
manag,r i a I ar, tehnoIoj ical) had not been made. Thi s has been 
rectif ied in so (;ass ty selective denationalisation, handing the 
enterprise,, ba t,,, the former owners under stipulated conditions. 
The case of Batnah-- Com;)any in Sudan and the Sugar Plantations in 
Urjanda arc, god e :cri;,ls. By contrast, government attempts to attract 
foreign private capitil have met with little success, both because 
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they have not been able to offer adequate infrastructure and natural
 
resources, end because policies pursued are not conductive to foreign

private investment. In general, however, those countries which are
 
rich in natural resources, notably minerals, have tended to attract
 
considerable foreign investment. 

Overall, Sub-Saharan African goverrrnents acknowledge that foreign
private investment has a role to play in bringing in capital, foreign
exchare and technology. What seem to be far from uniform are the 
conditions (regulations and incentive schemes) for entry and
 
operation of private investments. Thi s results in competitive

attetlts among nations to attract such investments, with each
 
competitor losing in the process. These experiences suggest the
 
recovii-endation that African countries coordinate and harmonise the 
conditions proposed _-{--r a-JT-nvestors i -O-T6J7J-r to avoid 

Particularly since the 1970s, goverrwnents iP,jub-aharan Africa have 
taken steKs to ensure control of the economy, while private foreign
investment supplements the existing level of domestic savings,
foreign exchange and technology. Attempts to strike this balance have 
taken the form of specifying those sectors in which foreign pri vate 
investment is invited. Local private or public sector participation

must exceco- a spec if ied share of equity often made to vary from one 
sector to another, reflecting the perceived importance of the sector 
in the econoi.. . 

3. LEGISLATION ADOPTED TO ENCOURAGE FOREIGN PRIVATE INVESTMENT
 

If leg IslIt ion in mo,st So:-Saharan countries is anything to go by, there is a 
universal I t rinotioc, to en: ourage foruign privdte investment. The differences 
bet ,een c u' rr , ,Occur in the c,verage of sectors in which such investments are 
we lcoire 0nli in,t " r,!'Jrc of invetrert incentives stipulated in the legislation. 

This le;i 1 , thelt r tip.lats conditions of entry for would-be foreign
invest,,t-,, ir t t -'-.reiistration of foreign investment and the necessity to 
obtain an n I ct Soimoe legislation is more el aborate than others 
c cerr it. r , . n addit.ion, incentive sche:,es are describ-.o by
each courr,' 1 a 1!1 0ri,Inuding taxation, various al lowONces and exch1arg.e
control, ar". 1s; , t a ri e .t licences. 1he details vary fro": one country to 
a nor oF.
 
On th. e,-;i at r t 1 fII ov, in; four observat ions are made with a view to
 

drawin rec. *'dti,: 

( i) .PJtr;t1 _o 'pr or'e u,"e_. 

First, legi slation is silent about tile time it takes (under normal 
condition,,) to obtain the necessary periits and 1icences. Legislation 
in SrAse count rie, i iint s that the procedures take a "short time" or 
rather that there are "n(,delays". This in itself does not tell us 
much. Ob.,servation of the, practice however, indicate that for some 
cojr, rie procedures fir ot aini rig the necessary information and 
permits tnt to ta e too long. On this point it seems appropriate to
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make two recommendations. First, all legislation related to foreign
 
direct investment should indicate the expected comp etion time for 
each major step in the whole process and how long the whole process 
nornaI ly takes if all the necessary information is supplied. Second, 
thiese procedures sTiould be rationalised and closely monitored to 
a-void taking unnecessarily long. 

(ii) Basis of decisions
 

Yet another cause for concern is the lack of clear cut criteria for
 
decisions on applications submitted for import and export licences.
 
In several countries foreign investors are informed by the Investors'
 
Manual or Guide to the effect that decisions are made on a case by
 
case basis. This obscures the criteria used in decision making,
 
giving the impression that decisions are probably made arbitrarily;
 
thus eroding investors' confidence. It is therefore recoiimended that
 
the governments which have taken the good step of printing these
 
mana sfFo4iFTg'--various--prceis should clearly stipulate the
 
criteria us-d-oTe-cTns ming.
 

(iii) Implementation f the legislation
 

It is not enough to pass legislation: but the text has to be
 
perceived as fol lowed and respected to the letter. There have, for
 
instance, been cases where regulations and laws have been broken (or
 
bent) without any scruples.
 

(iv) Cha neL!.ng economic conditions 

Fourth, ci ctVI.stances at present are scnetimes so substantially 
different from the conditions which prevailed when the legislation 
was adopted that it becomes difficult to implement the legislation. A 
rather ccy-morn case in point is the feasability of administering
remi ssions and repatriation of dividends under the difficult 
conditions of the balance of payrnents crisis. Several countries in 
Sub-S:harn Africa have been forced to accumulate payments arrears 
for lacO of foreign exchange. However, the operating legislation has 
not male provision tor such situations. Since the problem of payments 
arrears is likely to continue as liong as the balance of payments 
crisis continues, new arrangements capable of coping with this new 
situation should be worked out. 

It is reccrimierded that investors be given several options and allowed 
to indicate their preferences. First, foreign investors should be 
reutested to reinvest their dividends, in which case further 
investment incentives should apply in compensation. Second, if the 
investor- ex;p)rt they should be allowed to retain any equivalent of 
the amount of dividends set for remission abroad. Third, in order to 
get rGund the balance of payments problem the Anerican - Turkish 
Institutions Collaborative Proiects (now renamed as PAID) could be 
used as i n)de 1. Under tni s approach subsidiaries or affiliated 
ccrg-anies owing dividends in the USA are allowed to provide the 
equivalent of outstanding external dividends in local currency in 
return for the payment of hard currency which had been targeted as 
aid to lur.ey.
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4. RISKS FACED BY INVESTORS
 

The risks faced by investors come in various forms ranging from political
instability, deliberate action by the host country to nationalise the investments
 
(with or without conpensation) to deterioration of the economy (due to internal 
or external factors).
 

i) Political instability
 

Political instability, resulting in a drastic change of government 
and suspension of the constitution ano legislation or in civil war,
is viewed by investors as an important element of risk. It is 
therefore imperative that efforts be made to ensure that stability
reigns, if the enabling environment for private sector investment is
 
to be enhanced.
 

(ii)Nationalisat ion 

Nationalisation can be effected and 
in fact it has been effected in
 
many countries in Africa with immediate compensation, delayed

compensation and without any compensation (i.e. confiscation). Such 
action affects private investors (local and foreign) in varying
degrees with confiscation as the rmost dreaded consequence. 

Most goverruents have guaranteed in their legislation that in the 
event of nationalisation full comerensatio, reflecting the duration in
which the investment had been productive would be made. All 
governmients which mention nationalisation in their legislation
indicate that the criterion fo- nationalisation is "the strategic 
nature of the investment, or its importance tu state peace zi 
security". These criteria are not elaborated upon, and they should be 
so that investors who may wish to avoid that risk may make their 
investment decicir,ns accordingly e.g. by investing in sectors in 
which firm, ar, rc,,t unlikely to be nationalised. 

A further oto.,rvation on nationalisation concerns a guarantee clause 
with reference tc, compensation. Several governments fail to indicate 
a mechanism for arbitration in the event of conflict between the 
governpent and the investor on the terms of nationalisation and 
compensation arrangements. A provison for arbitration would 
considerably reduce tre amount of risk as viewed by investors. It 
seems appropriate therefore to recommend that governments should work 
out an adequdte frameqnrk for the settlement 6T-oispute, prefer-FT
Eybi~h wrtWfhout or4din7t e sovereighi~ty ofT-thGt ate. 

(iii) Deterioratinn of t. econory 

A gr kiing aOrJ buoyant economy is viewed by investors as more 
attractive than a declining and deteriorating economy. This is
problematic since the contribution of the private business sector to 
socio-economic development is needed in both growing and in 
deteriorating economies and often nre so in the deteriorating
economies. Advising governments to make sure that their economies are 
sound may seem futile since every government hopes that its economy
is growing. One observation, however, can be made relating to the 
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degree of interest and concern top leaders of goverrinents show for
 
economic matters. The Organisation of African Unity (OAU), for
 
instance, has started to discuss matters of the economy only in
 
recent years.
 

There is still considerable rocin for goverrinents especially th heads
 
of state, to cultivate greater sustained interest and ccocern on
 
matters of the econciny. A goverrinent whose leadership shows positive
 
interest and concern for the econcmy is likely to show confidence in
 
the potential and existing investors. On this ba.,is it is recommended
 
that leadership in governments should demonstrate interest and
 
concern-- rrndrTe-- F-T apparent ly
l eoiri. -Tse may Tinclude 
isigi actionsTIei-ntitting presidential award forTTcart a 
outstanding private investor contributions to socio-econcinic 
developient, acknowledging notable contributions in public speeches, 
making encouraging remarks in political statements, and making visits 
to their woi4 premises and talking to them and listening to their 
problems. This in itself '.,ould contribute to reducing the degree of 
ris0 from the point of view of private investors and would give them 
real or psycholcjical reassurance that the goverrnnent is taking a 
positive view of their contribution to socio-economic development. 

5. INTERACTION OF FORI IGN CAPITAL WITH LOCAL CAPITAL
 

Wile many go verrinent s i F ut-Saharan Afri ca have invited joint ventures between 
t hemT and foreign private irvestment s, there has been relatively little 
e~courap-fert of joint ventures between foreign private capital and local private
c a ita I 

(i) Gover-rw,'tnt and private capital 

Joint vetre hetw,.en governments and foreign private investments 
have beonr,e I'ced because of the desire of governments to control 
or particit the oiperat ion of the enterprises whi le allowing the 
forreil n pri'v'ao [p,rtrw. to contribute badly needed foreign exchal:ge 
arld tecrnolxjy. 

Presu ably because private local investors have no foreign e>changc 
to offor through equity and have few new technologies of their o., 
Mary gcoverrr.erts have not given priority to joint ventures with loc.' 
private inetor-s. Therefore capital and hurman resources in the local 
private sector have riot been given adequate opportunity to complement 
or sup p lIUert the capital and human resources possessed by 
goverrert s. W~0 le more governments have specified the desired equity 
shares betwei loc al and foreign capital in different sectors these 
have geineral ly rerai ned silent on the corresponding share levels for 
local private capital and government equity capital. It is therefore 
reccu;men;ee that governm;ernrts begin to give priority to joir;t ventures 
with local invet 6Or--Jol-nt---vent-ures--b6w6en governments ainF--5-Qh 
TocVal-iriva-ec-e~i7-would release that local private capital which 
would be incapable of large investment on its own, while control by 
the goverruent would be attained without overstretching the 
goverTnrrt 's capital and human resources. 
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(ii)Local and foreign investments
 

One of the drawbacks of joint ventures between foreign and local 
entrepreneurs is that it more often than not turns out to be a"marriage of unequals". While local investors may have the capital
they often lack experience, technology, foreign exchange and other 
elements necessary for the success of the mdern enterprise. They
therefore have to depend on the knowhow of the foreign partners,
creating an unbalanced relationship. It is therefore strongly
recxramended that efforts be made by the authorities to establish 
mechanism(s) whicb--w-uld--i-;-to--l T6-iTo- local inves-t6-s during
tHCYJard7FJLIVT- i-- T ai 1 ilfToga part nce r s. 

(i ii) Market size 

Most of our econcinies are too small to justify a reasonable level of 
investment. Efforts must therefore be made to create or facilitate 
access to much larger market bases. The recent trend toward 
sub-regional economic communities (EOWAS, PTA and SADCC) should be 
pursued. It is ultimately in the interest of all countries in the 
respective regions to have access to these potentially vast markets. 
Firms should be encouraged to adopt a much wider view of their market 
scope by riot 1imitinrg tneir potential to the national markets. 
Adequate e ,port incentives should be provided, such as retention of 
part of ecarned foreigr exchange and establishment of inter-central 
ban' pay:iunrts arrangements (e.g. clearing house). 

(iv) Infrastructure 

Tne i rimorta re of roads, railways, wel 1-run telecoMmunication 
systems, cle ,r water and electricity to the smooth operation of 
ridern bojsiness needs no further emphasis. And any goverrvnent wishing 
to encoirage private investment in its boundaries will have to not 
orl provi6 these facilities but also ensure that they function 
prpe r Iy. 

6. AVAILABILITY OF INDIGENOUS MANPOWER FOR MANAGEMENT OF PRIVATE ENTERPRISE
 

Tie shoratagl of i 1: >ln;c.,.r is a well known constraint upon socio-economic 
develo',nt inn r - Hitory has taurjht us that no meaningful development can 
take place wi t,, a re 'nmao po:- of s~i1led and enlightened manpower. Some 
ol'rr'lIt, h tv , i t indicated to foreign private investors that they are 

expectI to t)rin; th,,ir ( a sl illed manpower and/or to train such manpower in the 
host c,uritnr. 

Private in ' c t find skilled for, rot xpe to surp Ius manpower 
rec rui tmeat. 

Many gov-ru ,,,' have set up t ra ini rg inst i tut i ons, not with the pri vate sector 
requ ireen L 1h i nd, ut es sentially for pub) ic sector activities. In some 
countries the, g, aludtes froar t raiinng institutions rema ira bound to the service of 
the public sector for a spe'ified minimum period. The private sector, therefore,
becc::aes isal in;rginon terms, of avai ,bility of skilled manpow.er both in numbers 
of trained people and their orientation and skill. Although in practice the 
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private sector sometimes offers more attractive terms of employment to attract 

manpower from the public sector, the concern here is that training arrangements 

for management of private enterprises are not adequately provided for by 

,ijoverrinents. Against this background it is reconmended that arrangements be made 
to establish institutions focusin 2 on training manpower requirements for private 
5-sinesses.
 

As a provider of pubi ic goods it is the respurisibi lity of central authority to 
devise policies for providing educational and training facilities for its 
citizens. The word devise is deliberately underl ined to underscore the fact that 
the government itself need not provide the training alone. It could seek the help 
of the private sector in its endeavour. It is all a matter of providing adequate 
incentives for the private sector to allocate resources to manpower training. One
 
fundamental error rude in the past has been to try to do this through the 
coercion of the private sector. The "stick" approach never works very well, even 
when it is occasional ly accmyairied by "carrots". 

7. ADEQUATE BUSINESS ORUANISATIONS TO INTERACT WITH GOVERNMENT
 

The goverri'ent arid the pr i vate sector are joint contributors to socio-economic 
divel or:,ent, arnd there is a need to co-ordinate their efforts in a more 
structured and sustainew manner. This could be done through (i) a structured and 
strengthened rl ationshi p betweenr Chambers of Cornierce and governments and (ii) 
the esta'ishmerit of sectoral associations involving all agents (public and 
nrivate) in the respective sectors. Under the auspices of sectoral associations 
(e.g. food marofacturing a'ssociations, metal industries development association, 
etc. j, problems pertaining to the sector can be discussed among all the partners 
in the d,.veloplent of the sector, be the.' foreigners, local entrepreneurs or 
public sec tor entterprises. 

Priv ate sector irjrtitiitt onj( (lIcdi arid foreign) are not involved in develepient 
planninj e,rcises carrie! out by governments. Decision-making government 
institut ions d> rot incorporate in any systematic way the contributions from the 
private sector. Yet at the stage of plan implementation, considerable 
resporsii lity is given to all agents of developTient. In order to harmoni se the 
formulation and implemeritation stages of development programmes it is recommended 
that a 11 mu jror agents of deve I opment he incorporated in a more structured manner 
in e'-.r 1c7 i"r (ins 

8. SOCIO-ECONOMIC CONSIDERATIONS
 

In the qias,t for foure J ri investors, certain socio-c-conomic factors can be 
overl oo e-, with potent i,Ily grave consequences. For instance, both the 
goverrimert and investfrs will nave to bear in minrd that with eiery new econcxmic 
factor or zre will comm' pressures fo, educational, medical and hous ing 
facilities anal relatxl amenitie' . Failure to provide these could lead to 
increas's in chi ld dfilin' 1i'(y, and poverty- Furthermore, gove,,nments have a 
respornbm ity to he]p check t hr rural-urban exodus. Incentives t,)encourage the 
equal distribution of investmfrt and centres of employment could be one good way 
of cor-bating this. 
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Investors, particularly those alien to the culture in question, also have 
a duty
 
to ensure that their business operations respect the morals of the society they

operate in. For instance, in a country that is predominantly Muslim, high

visibility for advertising of ladies underwear, or pork products could be
 
offensive. Similarly, the appointment of a young man, however intelligent and
 
hard working he might be,to supervise older men may not be well-received.
 

9. CONCLUSION
 

Having established the important role that private investment can play in the
 
promotion of economic development and social progress in Sub-Saharan Africa, this
 
paper went on to identify the constraints that have tended to hinder the private
 
sector 
fron fully realising its potential. In the process many recommendations
 
were made on how the situation might be improved. Amonq these were the following:
 

1. Goverrinents should clearly define the type of socio-economic activities
 
which can be performed by the private sector, as contrasted with those
 
key strategic socio-econciic activities which must be reserved for 
state
 
undertaking. And this should be followed by sericus 
 guarantees

concerning nationalisation, seizure or 
any other form of action that
 
could deprive investors of the right to enjoy the fruits of their
 
labour. In the same vein, goverrvients should not shy away from
 
privatising or even closing down public enterprises that 
 prove an
 
unnecessary drain on scarce national resources. Funds saved from such
 
seemingly drastic decisions could be 
utilised elsewhere-with the never
 
ending demand on public resources, there would be no lack of appropriate
 
takers for such funds.
 

2. Leadership in goverrinent should demonstrate interest and concern for 
economic matters. Policies designed to encourage foreign investment 
should be introduced, and better still, implemented. Well defined 
investment codes, with attractive packages including inducements such as 
tax holid<iys, fast depreciation write-offs, less onerous duties on 
inorted machirery and equipment, could prove a welcome incentive for 
both local arivl foreign investors. 

Equally erco,,urging for existing and potential investors are realistic 
economic policies such as encouraging market prices and exchange rates,
and aut hori ty to retain part of foreign exchange earnings to enable 
exporting firms to procure eternal ly-sourced inputs and machinery. 

3. 	 GoverrlTents Shruld begin to give priority to joint ventures with local 
investors, arnd in so doing the authorities snould provide capital,
though not necessarily management. Even better, efforts must be made to 
create a climate co,-ducive to capital formation, for further investment. 
Where possible, la,.s shut;ld be introduced to encourage the promotion of 
embryorlic capitil markets. 

4. Arrarn]jrmrits should be made to establish institutions capable of 
providing a pool of trairned manpower for private businesses, private
developjient agerc ies, and indeed the government itself. Training should 
erico:iass all levels of manpower development, from the lowest to the 
upperri st rurgs of the ski 1Is and know-how spectrum. Further, the
 
training objectives arid the end 
 products should be a result of
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users of
 

manpower.
 
collaborat'.ve efforts between the central authorities and the 


f

5. All major agents r developinent, especially Chambers of Commerce and
 

business associations should be incorporated, in a more structured 

mar.ner, in gove-rTent decisions. Involving the business community and 

the private developrTient agencies in the early stages of policy 

discussions could go a long way towards ensuring overall acceptance of 

the gover ninent policies by all agents of social and economic
 

deval opnent.
 

6. Given the small and easi ly-satuated nature of most domestic markets in 

Africa, governments should create the incentives ani Environment 

enabl inq inv.stors to expand their market horizons beyond national 
boundaries. A combination of good exchange rate policies, less arduous 
machinery procurement and input sourcing regulations, and good relations 
with neighbouring countries (better, still membership of regional trade 
groupings) could provide a good foundotion for export orientation among 
bus iness5iS).
 

7. Bot i: gyverrnient, s and investors should do all they can to take 

soc io-ecnooic factors (culture, social services, etc.) into 

corisidt r at ion when mal irig dL'c isi ons regardi ng where to invest, what 

pr odJUc t s tU pt'odLCe, ard how 'o mar ke them. It is important to remeober 

that setin. u;p a fac tory or a mining venture far away from the major 
p-;i")l"ti-ni aV .rdtiO(sn will r;.quire new schools, hospitals, play 

groom:. and otmi, r aritnities to be built. It is equally important to 
re:,;.'rr trIt cOJItu1 es, and therefore sensitivities, differ from 
mAort1 rd:ft t curti r,'r,t arid fruo:i c ountry to country. Both government (as 

a regAjl tur of u"rless condiuct) and investors, foreign or local, have 
t,,. ,ea, i ri thdt swot mce products, and they way they are marketed, 
r,o , . to be o dwif ied in order not to offend the majority of 

po ,I'Th wi could, in certain provide potentiali:on; ch instances, 

cUoct (c­
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1. Introduction: A New Phase in African Devlpnt
 

Today, Africa stands on the threshold of a new phase in its development. The 
experience of the drought and famine has been very chilling. The picture of 
hundreds of thousands of Africans dying of hunger and millions more on the verge 
of starvation or death, in a continent with untold potential and possibilities 
for developTient, has given the continent a bad image. It has galvanised African 
governments into speed), action and they have set the agenda for a new phase in 
African developrient, inforimed by the spirit and substance of the Lagos Plan of 
Action, but concentrating on priority areas that will help them to rehabilitate 
the African econ(T~y and create conditions and structures that will provide 
lasting solutions to periodic hunger and starvation. It is a phase marked by a 
pragmatic approach to developnent issues, in which no options are excluded, and 
in which the private sector will be allowed a far greater role than before. 

ne,,o has 
Economic Recovery 1986-1990 (APPLR), approved by the Assembly of African Heads of 
State and Govermient in July 1985, 3nd the United Nations Programme of Action for 
African Economic Recovery and bevelopment, adopted by the Special Session of the 
United Nations General Assembly on the 31st of May 1986. The two docunents have 
established the goals and priorities for the next five years and put in place the 
mech arism dd m(,dalities for the implementation of the objectives. In this 
connecti on, ttie lerrmanent Steeri rig Commi ttee established by APPER and the 
Consultatiwe (roupmmeetings and Round tables or similar bodies that will be used 
to pursue diologues between national governments and donor agencies at the 
nationa I level w I I no doutit asstmoe new importance. 

The framework for the phase been set by Africa's Priority Programme for 

it 1 within the framcmqork of these develoixtients that the subject-matter of this 
paper is test considered. 

2. The New Interest in the Private Sector
 

There are many reasors winy Africa's develoanent experience so far has generated 
new interest in the role of the private sector. In the first place, African 
goverr ,ent s have criue to the --on( lusion that, whi le the African crisis is the 
result ot .",.rd internal anl external causes, the most serious of the internal 
Causes is th, very 1( level of productivity that pervades all sectors of African 
e ,nJmei es . S.,.condly, there is a general belief that a vital explanation of the 
low level of product ion is pJor and inreff icient management. On these two counts, 
the expeLt tior is that a greater role for the private business sector, where the 
profit 1 icentive and the mm self provide powerful incentives,tivatior of interest 
for eff icient rniriagmjent and sustained ircrease in productivity, will increase 
the dynari st of that sector and enable it to make a far greater contribution to 

,-.rt the isAfrican develI than was the case in past. Simi larly, it expected that 
s for enablea greater fpp,,rtpri vate social development agencies will them to 

play a greate role in socio-economic development. 

3. The Responsibilities of African Governments
 

An enal ing erivirtTI ent for the private sector is a means to an end: the 
mobilisation of the potential of the private sector for the task of promoting 
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African economic and social developnent. If African governments are to succeed in
 
that effort, they would have to assume and pursue four major responsibilities:
 

Firstly, they would need to ensure that the measures they take succeed not only

in--blising the potentials of the private sector but also 
in charielling those 
potentials to prooting specific national developiment objectives and priorities, 
as well as the goals that they have set at sub-regional, regional and 
interregional level s. 

Secondly, they would have to 
expand the range of incentives that they provide for
UJ evelopmuent of the informal domestic business sector and the sub-sector of 
small-scale industries. 

Thirdly, they would have to undertake specific measures to promote closer 
co-oleration and collaboration between indigenous private business and 
developmient agencies on the one hand, and their foreign-controlled counterparts,
 
on the other. 

Finally, African govermnents would have to involve the private sector more
 
closely both in the follow-up machinery for the implementation of the UN
Programe of Action for African Econaic Recovery and Devel opient, and in the 
forr'al national arrangemhents for the preparation and implementation of national 
deveio unent plans. 

4. The Private Sector and Development Objectives and Priorities
 

But it is a I s i nted..d that the pursuit. of thi s objective should be consistent 
with other o~etIr,1 s (iof economic and soci al policy which African governments
have estaNl i snie.: in their dv(,e] prlans, such as: 

- the prf.'rt ion of wider port icipation of all sections of the population -n 
the procev e: of ecnur:: planning and plan implementation; 

- the restructu,'i nr of Afri can econ.nies in order to make them less 
SuSceP; isle to f lstutions in e~ternal conditions; 

- the pr(cimtiori of ecomcir linkages, so that all sectors of national 
ecofl!ii es. will hbemutul ly supportive; 

- the en( urajerueult of aI pattern of incorme distribution that wi 11 promote
ecornomic ani socia stai 1i ty while not discouraging the incentives that 
the pri vote secter wi I need to contribute effectively to the growth of 
African e rt ino ,; 

- the encouragelmerit of d pittern of consumption that is consistent with the 
realities of Africa's ,production possibilities and the constraints 
imposed on imports by the serious shortages of foreign exchange resources 
that the cotinent will have to contend with for as long as can be 
foreseen; 

- the creation of larger markets through regional economic co-operation in 
or der to oVr(.rr the limitations imposed on developnent prospects by the 
small size of many African econ(xiies. 
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In order for African govermients to be able to achieve these objectives 
simultaneously, three conditions will be important: first, the private sector 
must bQ fully aware of the goals of the society an-7-Io the extent possible, 
allowed to make a contribution to the elaboration of policy options for the 
achievement of those goals; secondly, the private sector must be involved in the 
process of implementation of-p ans and programnes, even in those that fall in the 
public sector; third, there must be a close link between foreign and indigenous 
private sectors so as to encourage a continuous exchange of ideas between the
 
partners on such matters as technological processes and management techniques on 
which the foreign partners are likely to have considerably more experience, and 
on the peculiarities of local conditions and circunstances, on which the 
indigenous partners will certainly be more helpful. 

These are scmie of the considerations that would have to be taken into account in 
discussing the kind of enabling environment that will allow the private sector to 
cuntribute effectively to the growth and developnent of African economies. What 
is at stakt' is not just what governments can do to make private enterprises more 
profitable, but also - and perhaps more importantly - what kind of partnerships 
need to be fIostered between governments and the private sector, so as to 
encAir & e pr i vate econ(iii c and social devel oprent initiatives that would 

contrl:te to the dttai ruient of defined national objectives". 

ljoen ap, nirht this bacO ground, t he papers pr'epared for the conference have oealt 
e.haust 1vely with roo),t of thes' i es'.ue,,lh purpose of this paper is not to go 
over, in aLn great. dctail, issues that have already been very well considered, 
but to, o 0 30 i, at te issue, a(.dini.t tht, background of the African Priority 
F'rogra.rrrn for ILcunicic K, overy , arin t hi United Nations Programme of Action for 
Afri can c)rf iC t,(o ver 1 ( a) [' Ve Ili r) . 

5. Liberal Economic Policies: Opportunities and Constraints
 

0!1 these, vt t-", onl ,in, otner, ari~ing from the present econcnic situation 
in Africa, it i aI.i,-, hol I;if to pay close attention to economic realities. 
WitIhout (do(1:,r the ,a ,lIon of life ,iI ecOn(FliC policies is full of great 
e,,rtminit1(ic . it i. neces,,sary to realise that it is also fraught with 
ri 1 ii pr lI a', witi otsta( los and constraints that tend to dini nish itsa12 
ef t.ct v ',T ill t,. pitr t i ,ar CirCum ;t 'H(eS faced by mo st African countries. 
An h!i , ,I l ,,f the enrF'A i n environmnt that does not deal with both sides of 
the, plllture 1I1 n ot on Iybe on!iiala'n(, d, hut also not particularly helpful to 

C orn l I ( pr,1 1i ,,. 

fc r :.i( I )-,7,l I Ii 1dt , ir nly a mean, to an end - in this case, the enhancement 
of the c(ontri )ut. 1mo tht, private sert.(r to Africani devslpqrrent. But it requires 
a set of or,! it. ion'. and ( irclst d (.,ance'.,asure its1, effectiveness, and to ensureto 
that it .ont rit te, to qrwtfh without .acrificing social objectives. In this 
connecti(, it iS ,.thy thatt the paper by the IFC, which presents perhaps 
the strongest case for eco'-omi c liberalisation that will be put to the Enabling 
Envirorn;ent Conference, contains a warning that: 

- "tho rrai seyst em maj not be allocationa lly efficient when there are 
market r qi di t ie,, n)no uol ist ic elerIents, externalities or informational 
constraint',. Allocational Lfficiency may not be as important to growth as 
the spirit and rntivation of the people who manage the productive units. 

3­



Itmay be ef f cie n t t ot equitable or th reut f ret-fre may,
,notjcoincidewith socaobjeties', 

thr!Cpaper, quoted by Frimpong- Asa pneot bat, 	 fpri ate
eneprise in '-Sub-Saharan' Afri ca" is to f Iodri ra'nd coiitr'ibut tV soIl andeconoic developlent;, "i rquires som:, mi nl~mum level of, tabilitt- and 
ti'canges 1freconomic policy, Ilarge gyrations in,interest ratesiian xhng ae, austerity and recession are poor. ba ses fpj,X 	 long-term inve1stment inproductive a'sese'! . Not' only is th~is a~ very-validobservation, itmre rls desc iestthe~siua~tion that Mnp f can 	c'ountri'es
hav hd to ac duin~g th Ip~st' ecade, as' aesl of the wol eesin:t 

h'ic tey to,"r-resul to-n-odva 	 -ts u.,ry:i-llt ,drstc _ 

-of the- ,primary,"ccoimo d0 6s- o'-which they sio 'heavily depe'nd, and massivedau'atj ors, Innlarb' o6Unt~ris th'at have' so~far h'adN littl pstv feton thei4nflow' 	 o prvt investmeeeffec tieig 
For these reason's it is iniportantto-bear in~ indtcon ns and. idtei~n . frican 'economi es> whi ch yioulId -have to be ased'if' heral econpiic policiesare' tb"' have the desired' iesults., The 'following ;ac-tors"need to be Ngiven~particular attention: , ,7 , . i--w'§, 

most African countries are still he'avily, dependent on ,the export of aN
'N narrow range of, primary commodities with unstable world markets;~­

in spite 'of the recent 	 shift of emphasis i 'n favour of food productionKresearch and extension, as well as basic infrastructure in this criticalsector, it still lags behind the attention~ given to export crops; 
the- linkages among the major economic and social sectors are-.still soweak that many African countries do not as yet enjoy su6- mutual ly~supportive linkages thatare essential for building dynamic, self-reliant
and self-sustaining economies; 
 ' 

-domestic 
 production and consumption are still heavily .dependent onimp~orted inputs of goods 'and services and, in consequence, domestic
econcomic aciite are serously constrained by limitations in'foreign'


-exchange; 

in spite of the-heavy investments' that' have been, put in-to the industrial,~sector, during the p~ast two decades, Africa still accounts Nfor only ,a-tlny'fraction of world industrial 'pr 0ductioni and' evenN the 'present,-'s ender- ~~7industrial 'base is in danger Of crumbling for. lack of, mnaintenance, and 
-' shortage of critical inputs resulting from scarcity of foreign' exchange; 

there is still a cotnighay eedneo foreign exports, -witkhaw~great, 	 drain on scarce -foreign exchange resources, in spite of Nthesubstantial, investments 'that 
-have, 
 been devoted to human resource
development in the past: two decades;- ­

'~'achievements in--the 'vital- area' 6f regional and subregional economic-' 
cooerto have fale far* short. of expectains and idsra 
expansion is in consequence still ser'jously constrained by the smal.l size61' domestic markets;N­

-in many countries, there are still widely 'divergent trends between thelevels of domestic productivity and the level of. realncomes;NN 
­
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- some countries may now be nearing the critical limits at which growing 
population pressures may be exceeding the carrying capacities of the 
ecology and the envirornment; 

- the critical shortages of foreign exchange have substantially increased 
the cost of servicing the growing urban centres and more may now be 
achieved in terms of productivity increases by shifting emphasis and 
resources in support of small-scale farmers and small-scale rural based 
industries. 

The implications of sone of these constraints for the operation of liberal 
economic policies may be illustrated by some practical examples. 

First, let us consider the impact of exchange rate adjustments on African 
economies, a subject that is mentioned or discussed in several of the papers 
coming before the Enabling Envirornent Conference. In principle, a downward 
adjustment of the exchange rate is expected to alter domestic price relaions in 
such a way as to stimulate the production of exports and substitutes for imports 
and to curtai I the consumr)tion of imports and of comimodities that could be 
CxporteJ, thus helping to close the deficit in tne balance of payments. In 
practice, thing have not always worked in this perfect way in many African 
countries that have experimented with this policy in recent years. While 
devaluation has undoutedly had a positive effect on production for exports, 
instability in the prices of those commodities in the world market has not made 
it possible for many of the devaluing countries to realise increased foreign 
exchange earnings from rising volumes of exports. The World Bank has drawn 
attenti on to several cases where this paradoxical situation has occurred. 
ryious ly, d country that is able to produce a diversified range of exports 

stards a better chance of realising the expected positive impact of devaluation 
on the value of exports. In the same way, the expected positive impact of 
devaluationr on thle production of import substitutes is not likely to materialise 
Unless the phfyjical cArmlitions are right for the exparded production of those 
subhstitotes, wohciS is far from being the case in many African countries. While an 
increasinj numzser of SuLeCss stories is being cited in support of the efficacy of 
thin iri trTrnLt in African conditions, it is probably too early to make a full 
overall a4essnpnt. Wnat is important from the point of view of the present 
contere, ris 1 to, connidr how the private sector can be encouraged to take more 
ITterest in di re lt i q antlvi ties to those areas, especially export 
diverbsi, icat1rn, that will increase the effectiveqess of devaluation. This will 
prolba:,ly i nilve a wiole rarvin of incentives, guarantees, and crash programmes 
f i infra struour ,ir mpoovements that may be beyond the capacity of African 
govurrv -nits tu pr-virk-, without su stantial international support. This is why 
such r't turs mdy be easier to discuts and negotiate within the framework of the 
fo I Irw-up machr, iery for the imp lemention of the mutual cmmitments and reciprocal 
oblIgatonnw ir, the UN Prograrine of Action. 

1w, bromjd COlusi can be drawn from this experience: First, the discussion of 
toe erabilirng environiment han to give far more attention to the implications of 
the structural econwic pro ,l-ms that African countries have to contend with, and 
in part icular, the limit ions which those problems impose on the working of the 
price and marlet mechanlisms in most African countries. To say this is not to lose 
faith in the efficacy of the price system but to recognise that we live in an 
imperfect world and that. in many real situations, we may have no choice but to 
opt for secof,,d lest solutions. After all, many developed countries are still 
st ruggling, wih ncot PIQ succ ess, to open up their agriculture sector to the 
full glOre of the market. A realistic discussion of the advantages of liberal 
ec onomi c poi1ics In Air i can countries should also touch on those areas of 
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~ecr~oi~a~oca~p~ic~4re pulicinervention mpay st IlIbe.requjred toensure that li beral ec6nomi~c policies prdc oilldsrber
the conrols'6 thata goverjnent may wish :to6 ijmp nth Sv l&fnve e sof 
as ~eigree , ,control,~f 16 .al pr~ovisions for review Iof ,agreeme't, some A 

n,met , 'lcalobjectives, ,stpultions on ''technology~ transfer an'dtriigrqieetpiig.an6:rWnvsmet 'fearnings, disclosure' qoj I,~rq~g~on,'1 be regarded as, theSbar~est mi nu that i s~ 'S~ut e, ofg ea~n 

oepni ieracIsto'ibe c - l
leatosta e cnstraj ned by - toci al 'anid other~objectives,-'wijlnot usually,eou An 0iof: foreign private capital on th 'sale"deird. While~ lca piat cpiil'ay stra in i tself ktowork within these c61istrats,.,forjei

f. iprivate capital may fin~d'other areas' of the world, 1ess restitv"o,'pi"activities In any case,' as long'as the str-tura imalanes
 
i , of, economic istructures faced by.(ost African countries .persit 
 ti nj~lth't' thaa continent will slerugnc ofpite fbi-uhlwins anyilarg ni"'y 

<**~ ivestment2, even ifpolitical conditions become more stable.''"< 

Mfost-of the :papers to be presentedto ehave,,madethe conferenc , a powerfuIbcaseA'for the adption of, liberal'economic policies> asthe -central fa uo a'Aenabling enivironment 'for the enhancement of thieprivate setf.Tsi cran 
,consistent'with the new pragmatic approach that-African countries have decided tofollow. Whether the new pragmatism isborn out of; deep iconviction,,or has be'7forced upon them by a combination of adverse ircumistances that many of -thecountries have been :going through, is- for the moment- :irrelevant., What-isimp~ortant is that,1African countries have decided tob give more scope to liberalAeconomic ideas, and have called on the international. community to r',.pport' theirendavors;~Thy ~aveoutlined, their new policiesT in the 'African rioritK7Programivme for Economnic Recovery 1986-1990 (APPER),' whl hnow ,forms an'~essenptial~'-compo~nent of the ,UN Programme of Action for African Economic~Recovery ;and(aDevelopment. Further elaboration of the programme 'was provided ,inAfrica' s''Submission to the Special Session of the United Nations General Assembly on the4<critical economic situation inAfrica.
 

6. Africa and the'International Connunity:, Reciprocal Commiitment~ and'~ 

What will be particularly relevant to the discussion at thie:Enabl~ing&Environ'mepbti
 
' 1 

Conference is, on the one hand, the mutual conmitmenitsbythe'African' c'unt'rie~'>'S
(most especially the ,donor governments thtaeipotn i North-South resource
transfers, the count'ries of the;Sou~th: that areKstriving to achieve increased
economic~co-operation among 'themselves,. and the 'pri vat,, business ad devlpmentI
agencies whose resources and activities are now expcte~d to provide a incrasig'

'share ,of the overall tranjsfer of resources and expertise from develope'd couintries;to the relatively .less~developed) and the inentoa omniyo h te.It is within the framework of these mutual commitments that,I 

a' can b'e discussed in a balanced manner, and the two sides.'thpcue~ruh~;\into a clear. focus, of th . cture 'bruh 
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On the African side, the commitments include:
 

- necessary economic reform and structural adjustment as mentioned in APPER
 
as a basis for broad-based, sustained economic developnent;
 

- priority attention and increased commitment to the rehabilitation and 
development of agriculture, based on durable structural changes as 
indicated in the priority prograine; 

- appropriate policies that promote the developiient of sectors supportive 
of agriculture and rural development, namely, agro-related industry as 
well as essential consumption products, trade, transportation, health, 
education, environment and other social and conmercial services; 

- fundament al measures to address the problems of drought and 
desertitication as an integral part of agriculture and rural deveiopment, 
with the act ive involvement of vi Ilage and community groups, wherever 
applicable;
 

- ef ficient deve(iopnent and ut i I i sat ion of human resources wi th particular 
refereL, to the ful and equal participation of women in order to 
ma,,ir so the.ir C.oUt ri = tiu tu na tiornal development; 

- undertdking retfiorms in such a marner as to encuorage the broadest 
possible partir IP ti 01 arid the productive use of scarcei, vCIlMOrUt 
re our ces. 

The respons, ar] cui' .i tiiert tftthe internrtiurh., ColmurMiity as Stated in the UNr 
Programme nt Actiro ion sUd oIl tw' lajor premises, namely: 

(1) "ine irCt:r jt. l I ;n t' is ,wdre that the process of developcient 
being Irni t ited uy Afr'itldh cGutries as ref lected in the priority 
Pr.g:e, W tW, he Supp;e;,ted by c.Oiiileientary actions of the 
intornitliuna l c mown ity through intensified co-operation and 
substan"tL IIy icrnL ,' wupport. i n this context, it is also realised 
thaI last ing so out ion to tie serious eogenous cnnstraints over which 
f'l.f ils.,io coritr olIwill have to be found, since their persistence 

wiI i .pi..de uf.f orts ofthe the African countries." 

il) 	";h" interI i(r l cuiiriu!nity recogni ses the magni tde of Africa's debt 
ard the severe ar restrictive burden which this has placed or many 
African countries, it realises that measures have to be taken to 
al leviz,:? this burdien and to enable those countries to concentrate on 
tPI, full l;;nI of addressing r-earisingI .entatior priorities. In prob s 
Irt(Clsuch dobt, e.,.istirig meChdanisms should respond flexhiily and be 
imiproved as amipr uliate." 

On the bass of thse pr'im ses, ton international cuiimurnity "cOnMiits itself to 
making every effort to provide suff icient resou-ces to support and supplement the 
African devloprent uf fort; it a]so dppreciates that the realisation of Africa's 
developto nt efforts woo ii be greatly eased if the flows of external resources 
we, e predictable and a%sured." 

The int.ernatin dl cuMrrnirit V also recognises the need "to deal urgently with 
cukWr'udit! isysors, taring into acnount the special intere ts of African countries, 
in the fr mc,,ior of an overall approach, embracing commiodi ty 
agreements/arrangements and adequate compensatory financing, and also to increase 
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the capacity of African countries to process, market, distribute and transport
their exports; and in this context to 
 stress the importance of sufficient

ratification of the Agreement Establishing the Coiimon 
Fund for Comiliudities, for
 
it quickly to become operational".
 

Other 	commitments of the 
international community include greater concessionality

in financial assistance, aid increased resources 
for- multinational institutions
 
of particular importance for African developiient.
 

7. 	 New Roles for the Private Sector in A Widerl Setting
 

These 	conclusions should 
lead to a discussion of the most appropriate framework
within which a bigger role for the private sector (both indigenous and foreign)in African developinent can be negotiated. The specific suggestion in this paperis that the United Nations Programme of Action for African Economic Recovery andDevelopmient now, provides such i framework, and that :ix)re could be achieved byworking within that framework and mobilising for this purpose the reciprocalcomimitments and obligations by African countries and the international communitytuat the framework provides. In this way, the private sector will come to seeitself not only as an essentia] contributor to econmoic develolment, but also as an instruaent that could male a valuable contribution to the pursuit of the 
bro,aier ohje :tivyes of economnic and social policy. 

The firs-t priticaa] action that needs to be taken in this regard is to involvethe private cuctor, In Ar appropriate way, in the follow-up mechanism at thenational levelt, whici e..ch African country is expected to establish for the 
implementation of the I Prograrmie of Actien. 

ihe froamrt,'k) pro viOe, for thi , purpose by the UN Programme of Action is broadenough to accurmividate tni siprposal. It envisages that, at the national level,"Goverier-t s wo(o i, as appoprj ate, establish fol low-up mechanisms, involvingjoint act ion with their devel olxlient partners, within the framewcrk of existing
aid co-o(,li riit
lon iiachi nery, such as round tables and consultative group,
meet i ngs, a well as wit fin the framewo rk of inter-governmental agreements foreconornic cc-operition. 
The terms of reference a,-d other details pertaining tosuch niecha nisms, which could ta e the 	 form of Joint Committees or joint bilateral
comi ssions, wuuld be agreed upon among the parties concerned, keeping in mind 
the following elements: 

(I) 	c(xnirehcmloive and simultaneous consideration of all issues pertaining

to the iii ilementation of the United Nations Programme of Action for
African Fconoic Recovery and Development 1986-1990; 

(ii) 	 revi(ew and evaIuation of the process of implementation of the jointly
agreed upon conmvitients, both on the part of national Go/ernments and
their 	developient partners in the context of the Programme of Action; 

(iii) 	 implementation of the Progranie of Action in the context of
long-term develolnent needs and policies of 

the 
African countries." 

If the miachine works satisfactorily, it should lead to package arrangements
involvirg at the same time substantial inflow of foreign resources, debt relief,
action to conpensate for falling cofniKmdity prices, arid the liberalisation of

economic policies by the countries concerned. One of the great disappointments of 
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th ps eaeduiNwic mn African countries have emakdo mjrplc
reomis that such reformis hav o alay bee supporeb nrjead infowUy 

oresoures AsAth WolBnhsntd nisrprFnncngAdstment~lo
ih-Growth in Su-aaa frc 969 

A Ithe miajor >structua reform undetken by, many~'Arcncutist 
addressterln-em deve omen prblems, ave not~ received adequate-,
donpor support. As" nted Pin te i'6 ort',, grow -,dtequity enhanci~ng~reform 

AAprogramps 
 'alre ad 'der .way are.'founderjngbecause o6f,inadqate , donor ~~ funding,, nom ndtiii Crtre'~iCh''i S 1often 4irappropriae a A 

g major ofrmprogtramm fJi i'tt~leOcgpsIJO c nd ou'eet-rmte = 
do'nor su'pport doeffonstrated for those ,countrA s5Wi1th,. ref ormrs udrwa.I 
th 'abbence of.adeq uate6, finncial ~support,sstructu6r aI'reforms Acannot be4i 
1zc4~;hieved iwi th . groth'_ Adjustment: :through' further economic". cntr ct'ion 's

alternative 'prcpta levels7~.ot a .feasible ini;a~continent wher income 
* 

e< ere pe cpitoday are no higher than they were' twenty' year's ago".~AA 

T<he expectation is that new reciprocal commitments inthe UN Programme of Action.'; 
wilreverse this -Situation,'>and7'African. countries shoul.d lose no time in

'exploringkthe po'ssibi lities that the Prograimme provides. 
 . ~ Y 

8. Investment Possibilities at Sub-regional, Regional and Interregional Levls~A 

Having said all this, it is necessary 'to recognise the limiitati ons impos Ied on
investment possibilities at 'the national :level by the small 'size of manyAfrican
economies. Several 'papers have already drawn"attention to this central problem of. 
Alrlcan economic development, 'andwit will no" 'oubt occupy a prominent place on 
throgendafu dciscusbrough at the conference. What, new insight has, the, UNV 

Prgameo cinbogtto this problem? 
<At the regional. level, the UN Programmie o ctinrcgiefha'Iyieaf
follow-up action is necessary at' the sbb-regnalr and regional levels", and it
envisages that~this. wilb aiia,,e b xsig ehns The underlyings
 

~ 'rationale. for, this proposal is :the' existen'ce 'of a large number of African

regionial and 'sub- regional institutions ' hich could'play< a m~ajor' role in thi's
 

"' connection:.if they are effectiv'ely mobilised. Aside from' the regional' economic
~grou~pings, 'such'as~the; Economic Community of West African States (ECOWAS)', bie 
"A9,Preferential. Trade Area of easternv and southern AfricaA (PTA), 'and the-Southern

AAfricanl';Development Co-ordinationi 'Conference (SADCC),Athere. are rnot, 1ess~than 
'twenty-five''African' multinat'ional. institutions..dealing *with, a,, wide range<7of5<
"iSsues, :among' them agricultural ,research, technology, manufacturing, design,~
mnrals development Aand renewable eniergy 'resources. What was' previously, lacking
was a~central' mechani smnto 'mbiliie these institutionis effectively 5oAAthat their 
a~ctivities 'will coiivnpeidte for, the 'bmall, size ofAfrican economies, and enable 

AAp'jtsrqiring large economic ba8ses for, their viabi~lity..to be',,implemented. It 
isfor ,this purpose that . he OAU Economic Summit',of, July l985 establ ished~a' 'X

''"\PErmanent Steering~ Committee composed of (fifteen Foreign :,,Ministers. The'
expectation now is'that, among otherl thirngs, the; Permanent Steering Committee 
will utilise the new'fr'amework provided' by Jthe. UNProgramme of, Action to
stimulate the regional~and 'sub-'regional institutions~to implement those regional
and ,sub-regional projects that will attract'substantial foreigninvestient to-the 
continent and at the same. time '
help t6 remove some of the critical bottlenlecks to "
 
~agricultural and industrial expansion at the'natio'nal-level. 

A ' '' A9 
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Indeed, the vision of investment-inducing co-operation extends beyond the
 
continental level. Recognising the important advances that have been made by

other developing regions during the past two decades in agriculture, research, 
technology, and industrial production, the UN Programme of Action reiterates the"conviction that South-South co-operation should constitute a key element in the 
economic recovery of Africa". lo that end, the Programme underlines the "urgent
need for Afri can countries, together with other devel opi ng countries, to 
strengthen nnre vigorously than ev r before South-South co-operation and make 
grea er efforts through action-oriented measures, particularly 'inthe priority 
areas of food and agricultural p.'oduction" and it goes on to identify specific 
areas where such co-operati~r Could contribute towards helping Africa tackle its 
food production, storage an( marketing problems. Among them are water management
and sinal -scale irrigation technology; dry- land farming; sm aI -scale rural 
industrial develoijient, rural ee gy production, including the development of new 
ad01 renit) I sur ces of energy; agricultural research; ard devel opment of 
pou't ry, fi sheries and other non- farm produce. 

Here then is a veri table agenda for the generat i on of investment opportuni ties in 
African courtries which the private sector could explore with great profit to 
itself and much beriel it to the African econny. 

9. Formalising Africa's Informal Sector 

As a rule, th iniforsml sector in African countries is taken for granted except 
illtiIes of extreme d if Clltie. For example, when shortages of foreign exchunge
becji'_, particUlIa'ly critica , and imported supplies of durable consumer items 
vi r t., I ly dry/ up, pep le turn to the informal sector for a wide range of 
Sub)"titt ! - turll ture , beddings, metal structures, and improvised parts for 
veh ,i ,,. nTe 1Ituotl rl( irnbe likened to that of a man on crutches who discovers 
his txr, 'or 1 1 rily whli his crutches are snatched away fron him. In Nigeria,
durlrj in., w,rld Wilr, wten imports of many items of durable consumer goods
virtLUia , 111 : up, t.e i nferI;ial sector bustled with activity and was able to 
;ro:u,: 'p ; r,-At irge-r j~ity ni resourcefulness, a wide range of substitutes for 
mary pt, 1',Ily impprte:l items. Whi le scmne of the new industries survived the 
war, w', iImply w1th'r, d away as soon as imported items became available. Iii 
actual ft t, verl1 11 l rm,l I t il,,:, t he informal sector plays a not insign i ficant 
role in thle ; )(nf ::it Afri ,rin countries. It is a sector that bustles with 

dli d tie ,e'_' )nd resourcefulness. It hasgredt ener ard ' ' l voir Of enterprise 
been a i for future captains small-scalemu Jr train i groili the of industries. 
Arid it d,,es , 1 hi -1,wit l Iirn I demand on capital arid foreign exchange 
resource'.,. A:, many pa)io'r S ,4f ,re the conferenc, have pointed out, there is little 
do,.'nt ttih t it wi 1I bf an iniirtant catalyst to devel opuent, gi ven more consi stent 
governIlert help, par to ILirly as regards ready availability of improved tools and 
training Iti 1lities (perhap:, summer courses in technical institutions for those 
woriers w -h great ll]Iut little formal education) and an adult education 
progra ir fr managencent !J ills and rudimentary accounting practices. 

On a nKre formal planie, the estahl isihmetrit of arrangements and linkages between 
particular trads in the informal sector and :orrespondlng enterprises in the 
formal industrial sector, Illay be particularly useful in upgrauing ski Its arid 
rai sing the level of i nforriat i on in the i nfiormal sector. The time may in fact be 
ripe for marny African countries, to have a Minister of State with responsi)i1ity 
for S;TlIlI-scale rtes, arid wi th particular emphasis on the informal 
industrial sector.
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10. Kwe Roles for Private Develop nnt Agencies (PDAs)~ 

Lik .the if~oralsector Afrca'~s1 idigenous~ DAsr areJ -more orls tak'en for~ 
granted. Iniideed,,ma regarded ' si'r~Y riate asoid ions'rather tha ajs~ny-re I 
pri vate.'devel opnent, ageInci es; ,,and hath s, pehp s' ulprograrmieA otned

a~nd:l yVto emp ha6sI s' expand 'fheir ' dlopmental '#6iles Ast6,;ppe a 
r9eealed;. tie nber, of' Afr ican PDAs,,-i s :qui te lar~ge and th~eir; cf vitijes ~6ier-a
 
.werange:6f econornic and :social funtos o xmli7'dteNtoa
 

i% Council 1 Social :-Seviesfo-_____a hu6dred
of Vunta6ry adon nd fifteen~ 
7 -m e m erF ass6ci a-t-- 's- n -- --

AIThere are at least two w~ays in which~they activitie's of African, PDAs should be
sA p6red' One is by extending the'princioler' of.-mthn grns byiAfrican> 
~governents and bdsinesses to suppuleme~nt ;the 'voluntary- eontributions~ they

~K"recei ve,,r the ;other~ is .by Ii ki ng, their;, activiti~es, cloelywith those -of 
iiternational,.PDAs working in the samerdomine. This latter, arrangennt:&uldibe~

%particularly imp~ortant at. thisl point in,.time when' the, internationkal-PDAs-.are 
- becoming. increasingly involved: -inthe delivery and executon f on6nii6 and. 

soi projects on .contractual arrangements with :foreig 'ai-d,2gencies., With~ 
~.increased government support and encouragement,' the I'DAs should be able'to expand-~Stheir' developmental roles-in, those areas of economic~and social services, wh',e'r 

close association between clients and extensionrworkers, is!essential for.~ 

11 ANew Approach to Development Planning,, 

The current trend towards -more liberal~ economic policies,',the new interest inthe 
private sector, and the new drive to broaden the basis of popular participation
in"development; planning, should give rise to the. question' What, kind~ of4
developmrent plans' should African counitries now aim for , so'that these variouls7 
ideas can be translated into coherent and consistent development policies?JThosec.

.observers who have become over-impressed by the failures of past', development
efforts in, Africa would wonder whether 'African countriesnedtowse a < 
~effort 2:in drawing up new development 'plans. However, .past- 'failures 
niotwithstanding, the fact of the matter is that, considering the turbulentK and

~uncertain international environment in which African countries must, struggle for ~ 
- survival, the fragile. nature of their economic and. social structu~res, and the* 

~delicte~ balance between man and nature in, some parts of the continent,.rAfrican 
countries do need to plan for the future with even, greater imagination 'than in > 
the, past. What can be said is that Africa's future development plans-should be~~ 
m~ore demiocratic, 4more flexible, more. permiissive of the private sector, andmor'e'i 

-~suppu6rtive of regional arid sub-regional economic co-operation. They must be plans,..-.
7that provide and sustain an enabling-2environment in which creative initiatives
 

-~can thrive among all sections of the population. ­

- 12. Summiary of Conclusions and Reconunendations, 

1.Africa's Priority Programmie for Economic Recovery 1986-1990 and the United> 4~-
Nations Prograrmne of Action for African Economic 4Recovery, and Development
1986-1990, provide a useful- framework for discussing the creation of an 4 

.. '~enabl ing environment for the private sector in.African countries----­
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2. 	Given appropriate initiatives by African goverrvnents, an expanding role for
 
the private sector can be made consistent with the pursuit of those 
objectives of econcmic and social policy that are essential for stable 
economic and social development. 

3. The new trend towards a morre liberal approach to econmic policies in African 
countries can generate tremendou-, opportuni ties for development, but it also 
faces major constraints, arising from the peculiarities of African economies, 
that may reduce the effectiveness of such policies. 

4. 	 The dynaiIsm of the privat, sector should be enlisted not only in exploring
the easier opportunities for profitable enterprises, but also in tackling the 
ancre difficult areas concerned with easing the domestic constraints co 
self-reliant arid self-sustaining development. 

5. 	 This can best be done by invoiving the private sector, as much as possible,
in the machine-y for- the implementation of the recarnendations of the UN 
Programmea of Action and in the processes of econenic planning and plan
implementation; and by giving them a role in thI follow-up mechanisms 
suggested by the UN5Programme of Action for the implementation of those 
mutual co:mitmo t,,, ard reciprocal obligations that form the core of the UN 
Prograrie of Actlun. 

6. 	 An ex.pa ',inrg role for ind i enous Private Develolpinent Agencies (PDAs) in
Africa, as wtl as for the large arid dynamic informal sector, should now be 
seen Whin t.he fr amewHrO of the implementation of the UN Programme of 
Action, in particular the commitment made by African countries to promote
"the broaiu'At p',siwble participation in develojent". 

7. 	 Since inigeno, IA's are very weak both ir terms of organisation and 
finanei al rein Lu S , an coparid with internatonai PDAs, government policy
should aim at pr=,ling close collaboration between the two, with the 
co-operatirm ci a aid rcies, for the execution of small-scale and grassroots
devel ulrwrRt p'(ojcts, particularly those financed by foreign agencies that 
are ro' 	 utinily international PDAs for the execution of theirincr otilining 

program;Ies if,Africa.
 

8. (a) Al so, as part (A the process of pr(xnotirg broader participation in the
develoVnemt process, governments ,hould give considerably more support to the 
hitherto virtually neglected informal sector, which contains a large
reservoir of sk ills, energy and resourcefulness, produces a wide range of 
con.mo:,r products ar services at minirnal cost, and makes little demand on 
foreign exchange resources. The informal sector should be given more 
consistent governrnnt help particularly as regards the ready availability of 
improved tools and traiiing facilities. Arrangements and linkages should be 
established b tween particular trades in the informal sector and 
correspording enterpriso: ini the formal industrial sector. 

(b) Each country should consider having a Minister of State for small-scale 
industries, with particular emphasis on the informal industrial sector. 

9. 	 Special attentiin should be paid to the informal sector in 	 the rural areas 
and service centres, particularly to those units whose activities cater for 
the needs of the farning c minunities. 
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10. Special arrangements should be designed to enlist the help of private
 

industries in the respective African countries for the developnent of the 
units in the informal sector of those countries, in 

particular through training to upgrade their skills, improvement in their 
tools and equipment, and promotion of easier access to the materials and 
components that they need to pursue their trades. 

production and service 


11. The pursuit of all these objectives demands a whole new approach to
 

in African countries which will be far more pragmatic,development planning 
and far more democratic, than previous development plans that have not been 
remarkably successful. 
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Current Economic Situation and Prospects
 

1986 is a year of respite and opportunity in Sub-Saharan Africa. Good rains have
 
returned to nst of the continent, and lower oil prices have improved the terms
 
of trade. Average per capita income for Africa as a whole should increase this
 
year.
 

But Africa's basic economic problems pfrsist. Productivity, notably agricultural

roductivity, is still low. Population growth is still extraordinarily high.
 
rought and overgrazing pose cuinous ecological challenges.
 

The figures below suggest the long-term character of Africa's development crisis.
 
The dividing line between "low-income" and "middle-income" countries is per

capita income of $400 a year (roughly the income level of Mauritania or Senegal):
 

Annual change in average per capita income
 

1965-73 1973-80 1980-85
 

Low-income Africa 1.2 -0.1 -2.0 
Sub-Saharan Africa 3.7 0.6 -4.5 
Devel oping countries 4.0 3.2 1.3 
Industrial countries 3.7 2.1 1.7 

While the global ecocri c sl owdown of the 1980s has accelerated Africa's economir 
decline, low or nen, tive growth in per capita income has prevailed in most of 
Africa since the mid 1970s. 

In its annuial 	 W)rld )velopment Report, the World Bank presents three plausible 
g-Tb #UTh#h years thescenario,; for ii e7-Thjioment in the anead. Each of three 

scenarios is based on more or less optimistic assumptions about economic growth
in the irdustrial countr ies, global interest rates, and other key variables. 
Under the assiinptiorn of the central-case scenario, the Gank is projecting zero 
growth in average per capita income in Sub-Saharan Africa ',985-95. 

Zero grc~th in avera , per capita income implies declining income for many people
who are alreadyjon the verge of subsistence. Some three-fifths of Africa's 
population is already too poor to afford a diet that supplies the FAO/WHO minimum 
recommended nunber of calories. Most of these people are less productive and 
energetic than they would be if they had more adequate diets. Between a quarter 
and two-fifth,, of Africa's population is too poor to afford even 80 percent of 
this minimum .andard. Among these people, infant and child mortality is high, 
and children are often stunted in their physical and intellectual development.
 

Under these conditions, the prospect of econonic stagnation is surely
 
unacceptable.
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Progress of the African Reform Movement
 

There is now remarkably broad consensus on the need for major reforms in economic 
policy to reverse Africa's decline. The qovernments of Africa have, as a group,
committed themselves to necessary reform. lhe World Bank has been urging three 
lines of ref orm, each of whi ch would contribute powerfully to what this 
conference is callnirj an "enabllg envirorienit" for private-sector contributions 
to economic and so(.id l developuiert: 

(a) Corr. ting overvalued exchangle rates. Overvalued exchange rates 
it rY;uJ- ~e_J-!,__e-J i eff cieces, whi ch s low economiciL down 

grMth. When) overva loation leads to exchange and trade restrictions or 
multiple exchange rates, international trade and investment (also
between neighboring countries) becomse much rrJre cornp 1icated. Both 
private bus iness and private not- for-prof it organizations are 
constr'aine!: by the di t icult ies of obtaining rationed foreign exchange. 

(b) Correc, 'in urnin-rural bhia Overvalued exchange rates al ',bias prices
g-I" '-,t ------ xpor (mainly fairmers) and in favor of consumersproucer 

of imnp rts. Price ceilirgs on farm prices further bias the system 
agai nst ural areas. Where state co;vanies have a monopoly on buying 
fa r r, crops, or on se 11 rig farm i nputs or consumer gooris , the 
1rid i. (ri-ry-- and i nequi ty -- of the system is yet more severe. 

c ) 	 PtiorilI , n ti e putI ic sector . Most of the econcmies of Africa are 
hur(tk-bf y'~T eptiTFly governiment bureaucraciesac-r-- inefficient 
ardth e.,cessiye regi lation. Am active public sector is necessary for 
d.vel o,;nent.t i 1. t African governments could reduce waste and take 
f tlle alv ar)t,;t, (,f e.istirig capacity in the private sector by 
cONCOrItr,:t I rl t i tIr katLe adiinLrstyative resources functions whichon 

p"u,: ,1only [lit 1L r' (ad p.fo(rrl. 

Some African g(,,rn' cot, hot, ,mreat, achieved substantial reform in each of 
these threc! are,, Z,ir t,, t or e,aip Ie, reduced its real exchange rate by
th ree-qu, r ter s he tvwen 9-i arl 1% . ;n late 1985 , Zambi a introduced an auction 
systerr fo r iiary e cr,arige t r r t on ,, thus reducing the real effective exchange 
rate by hain I),,the en( of tile yrre r. lhe exchange rate di stort ons which have 
accurmolated tirirogrhPot Africo ,ver the years e'- severe, and in some countries
real e iiar t, r a e,,s ril,io to c Ii rTI,.But ,,r the lov,-inc(rie countries of
Africa, d' a grup, vjv,.U;;ri-al excharnge rates tL ve declined since 1982. 

lhere i, ,, a lear treri twir (l higher food-crop prices, and a numbcr of 
countr it, ar , ng ,imi I r vf f rt s to improve incentives for export crops.
Tanzania ior e than in h1ed the controlled producer price of maize between 1983 

Gli-r,l 	 for cropsand 198". ' ,niro led prd.iu(er prices food and quadrupled the 
off icil wh,,le',,l price o)f importe( rice in early 1986, as part of a reform 
package wi cI atl i rcI IaIrssi ve devoiluat i n. 1983 to 1986,)I oded From Ghana 
devalue c its c:irrrncy to one- third of its forrwer value and, at the saie time, 
more thian (uddrUp led the or Odiucer price of cocoa. 

Governir ienit xperiditures are a]1so beginnirig to crrie down. Public consumption in 
low-inctme Africa, which i ncreas.ed 5 prrcent a yea:- in real termis between 1975 
and 19P0, dec reas ed ].5 pe'rcent c year between 1980 and 1984, declining as a 
share of nat ional incce. Reduct ions in pub] ic consumption have ben achieved, in 
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part, by more restraint on public employment. In the past few years, Rwanda,
 
Mali, Somalia, and logo have abandoned their policy of automatic employment of
 
secondary-school and university graduates. Low-incoffe Africa's governments have
 
also closed down or divested about 5 percent of their public enterprises during
 
the 1980s, and many public enterprises are being pressed to behave in a more
 
businesslike manner.
 

In some countries, reforms have already contributed to economic improveonert. In 
Zimbabwe, higher farm prices in 1984 resulted in an almost immediate boom in 
production, especially anrw(j smallholder farmers. The result was a bumper crop of 
maize. Similarly, (Ainea-[ ssau's stabilization arid recovery program, undertaken 
in December 1983, resulted ii a douhl iny of exports in 1984. 

Malawi began its prxjram of adjustment early, in 1980. Policy reforms have 
contributed to increased export production Ly smallholder farmers, increased 
industrial production and investment, increased domestic production of energy, 
and a strengthen ing of the finanial position of government and of key 
en terpr ises in tth the public and pri vate sector-. MaIwi faces continued 
eCOnO'liL ditt icLIties, husver, and the process of adjustment is far from over. 

Cbte d 'vire also began its adjustment program in 1980. C6te d 'Ivoire has had to 
cope wi tn deteri orat in terms of trade, ri sing interest payments, reduced 
f inaric idl I ni1 s, anc. dr ugh t. Per capita i nicL0e fe I I by one fourti between 1980 
and 190,4. LEnu:.1c growth fi ril ly resumed in 1985, mainly because of a recovery 
of agr'icultua l productiorn that was stimulated, in part, by higher farm prices. 
:n 19, C6e c 'voire ol achieved a trade surplus, d government fiscal 
surp Iuo, aMd soe revval of private investment. The C6te d'Ivoire cast is 
especial ly interenting, becaus.' data are available which show that economic 

ustMnlidmleWn the di , .ibution of iric(1;ie less skewed. The gaps between 
ur: ai 1n! rur al ino irmes, and between high- income and low-income urban families, 
h::v,. e' &:t icsta reduCed.dir 1ly 

Tre ref r, prose::, in Africo stiII h1 : a long way to go. Some goverrnments have 
b-;n. h,'! othrs hav i.&lu substantial progress -- in a few cases, dramatic 

prtqre', -- Nnt e I, e of severe di f icult ies. 

Po. ri-n(.,tior I: African goverr;ents should proceed with reforms to correct 
over-'a'u-K- rAWmrlo. rates, orrect urban bias, and rational ie the public sector. 

The Need for [xternal Capital
 

Africa needs external capitl to help firance refoNrm. Whi le the costs of reform 
tend to be obvious and immediate (more ex.pensive iniports, for example), many of 
the benefits are realized over a period of years. It takes time, money, and some 
imported inputs for farmers arid entrelireneurs boild up their capacity to produce 
in respie tiq improvyj incentives. 

But, as shown in the table belcw, net financial transfers to Africa have declined 
abruptly: 
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(millions of US dollars)
 

1980 1982 1984

1
To low-income countries 


IMF 
 378 492 164
 
Worl, Bank 
 375 552 553

Other, multilateral 
 704 463 183
 
Bilateral aid 
 4,758 3,970 3,251
Commercial banks 
 854 424 -468


Subtotal 
 TM ST.U TT93 

To other countries 
IMF 
 85 87 -38 
World Bank 
 97 335 453
Other multilateral 
 177 251 150
 
Bilateral aid 
 2,018 1,915 1,906

Commercial banks 
 1,806 2,757 -2,603


Sub .Lul 4.8- , 4--- 7
 

Total Net Transfers 11,253 11,246 3,551 

Most of the deterioration has been due to changed relations with the commercial

banks. In 19B.), cinmnercial banks were lending Sub-Saharan Africa $3.2 billion a year more than they were receivii,, in principal and interest payments. In 1984,Africa's pajrlents to the ccwinercial banks exceeded new lending by $3.1 billion.
Mearrihile, the net 
flm of capital from official sources also declined. 

Looking to the future, projected flows of external capital and export revenues
will not be huff icierit to maintain even today's per capita level of imports. If

Africa is inrl !Ov CCITyel,}Ii" to further curtail imports, the reform movement is 
hlkely to ahort. 

Cloing the foreign 
evrhar ,jegap in Africa must depend mainly on substantially
increase ,lows of oft ici l development assistance and debt relief. Given theoverhang of internaticral debt obligations, both commercial banks and African
goverrisents are wary of additional coummercial borrowing. Some middle-in ome
African countries can borr(.w on non-concessional terms from official lenders,
such as the World Bank, but such non-concessional borrowing would not be prudent
for the low-iriccine countries. Increases in direct foreign investment or indonations to private development organizations can make a difference, but only amarginal difference with regard to Africa's problem of external finance. 

Throughout the 1980s the World Bank has urged both broad policy reform and asubstantial eipansion of official development assistance to support reform.African governments have responded to the call for policy reform, but donorgoverrinerts have not yet increased development assistance significantly. 

There is scoe 
scope for increasing the effectiveness of what development
assistance is available. Most importantly, the donors can improve coordination 
among themselves and with African governments. African goveroments have haddifficulty coordinating the many aid agencies. In some countries, the public
investment program has been little more than an aggregation of the projects whichvarious agencies wished to finance, sometimes because of commercial interests in 
their own countries. 
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Over the last several years' consultative groups~and other Aaid coordination~ 
mehnss ae-become- more VnuierousA a'imr efetie and new~ mlechafhi srs are 

abli sed,",to mnitor. coordlnatonf' reement aett.rco rdi atfonca "' 

imiprove t"he'aselection 'of ,projects and at, the' sam',,time~'rdue te 
dmnsrtv tri nAr an govermwents.4~( ' ~ 'i ~:~~VV 

wh aidtraitonally prfreThen,- too, onomsst ofnarene 
projects, ihey' ar~e now' makingV more funds,,available to 'mantain~'and Utilifze; ~
 

~'~existing ,jsin ts (spare partsj,for' example) "and' to fiac eseta 1mot
 
-o s-S or Sub7Saha r a n ;-in support-f:tpo iy r e fo6rm -The-World&Bank pecialI F661lxty f 

.Africa -is among'"the' innovations, that,-:have, made i:more ,fast.di sbeing fnds,
kavailable to those African' goVernmients Which are committed to reform. 

Recommiendation,_2:, Donor governments sholild substantially~ increase/the, eeio 
'through>~~deA~' assistance and improve its "effectiveness, notablyvelopmient toAfrica 

aid coordination.Sbetter 

World Bank Collaboration with PrivateCounerce"'"
 

The paper which" the International Finance Corporation' prepared for the Enablin~g 1, 
Environment Conference 'describes' the important' role of. private businesrs , in~ 
Africa's development and IFC's efforts to fo'ster, a stroniger business sector. The' 
IFC is the World Bank affi ll~jte that works entirely with' commercial enterprises.; 

The World Bank has recen'tiy launched another internationial institution, the 
Multilateral. Investment Guariantee Agency CMIGA); to enicourage direct foreign~
investment in the developing counitries. MIGA will" fill gaps and strengthen what,~"i" 

national investment. insurance" agencies are doing to protect international 
investors from non-commercial risks. 

1Vvarious 

, 

The World Bank itself -~- including its concessional affiliate, the International' 
Development Association: (IDA) -- work with 'goverrnents to foster a stronger~ ~~ 
b'usiness~sector. There is no need to repeat .here what the- IFC paper for-the' 
Enabling Environment Conference says about business, but the experience of the' 

' 

Bank'>itself illustrates various ways in which goverment's can encourage business 
contributions to development. ., ' * , , 

Sevealtpesof Bank-financed projects are especially relevant to ,5usiness:~' 

o Projects~ to improve and maintain basic .infrastructure (roads, ,for 

example, or ports) and to upgrade human resources (population and health, 
education, and. so forth)' help 'to create an environment in which"' 
commercial enterprise is more likely to be profitable.>'', 

o Public investmnts i'nagriculture 'reach out to 'farmers with credit, 
improved marketing facilities, new varieties of seed, and suggestiosfor 

. 

better 'farming',practices. The World Bank is also: supporting",intensive; 
VV'V agricultural research in Africa,' with emphasis on the "ada'ptation 'of new 

'technologies to Africa's diverse local situations. > 

I Starting in the "1970s, the Bank ha's'helped to set' up development banks 'i 
whiclen tolocal investors, identifyprjcs an asitne 

~"'entrprenrs. This type of credit is increasingly channelled through';; 
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~ central ba6~sta variety of>local lending institutions an, hus, to a 
~~ ide~r group of entrepreneurs. ~~ ~ ~>' 
B~tinthe end, the Bank'supr foson cnomcpoicy i s priobably its lost
 

nf, et Icnrbto to ar~nablig eironmnerC~for~bus'iness. 1In some,
& cutries, thje W~orld 'econbpic .an'alysi s: is,,,tIh best analysisgoverment,Banlk's 

fic{i'ls'have6o4Yf regarding their'policy options," and the Bank 6acs'p is.avc 

'~~Imi tied in'hi'efc vees,zgo vemen s a oe msp y couragthe liprjvate sector simiply ~by9 refraining frmudeitfrne(y'ettiig

~supply and demand dletermine agricultural prices,',for,examp1e).
 

Rcmendati on 3: Goverrtnents should encourage private cotnmrcrcial etrr e
especial ly by providing a framework of, sound economic policy, and also through
the provision of infrastructure 'and some forms of direct support.~ 

World Bank Experience with Private Development Agencies
 

The Bank's experience with what: this conference is calling private development
~ agencies (PDAs) -- which the Bank normally calls non-govermental organizations"

(NGOs) -- is.mu'ch more limited. While~ some , bi lateral' donors have~been~collaborating~with PDAs for decades, the Bank first adopted 'a. formal policy f'cooperation .with' PAs i n 1981. The Bank-NGO Committee, the principal forum',andfocal point for World Bank cooperation wqith POAs, started in .1982.,>,x~ 

PDAs play a formal role in only about 5percent of the 550 Bank-assisted projects~
~which are currently being -,implemented~in Sub-Saharan Africa. 'Iniarcultureoeducation, health, and other sectors where PDAs are typically' active, they playsome role, formal or informial, perhaps 20 percent of the World Bank',s projects
lin 

inAfrica.
 

But the Bank's experience with PDAs is growing and, in the main, positive A'"recent consultant report on the World Bank's coop~eration with PDAs ~in rural~
Africa docuniented the followiing success stories: 

o The go'vermient of Liberia turned to CARE International to construct10
IDA-financed primary .schools. CARE had already built 35 schools on it 
own,, and was. able to. buildh the 100 additional schools on~schedule and at
low cost. CARE was effective in,trainin'g~Liberian counterparts and in­getting communities to help in clearing th osrcinsts*n 
similar situation, the government of Sierra Leone turned to CARE for the(
Construction and initial maintenance of~nearly' 500~kilometers of
 
IDA-financed rural roads.
 

oD-supported education projects in Botswana have helped the gov~rmn
'construct facilities; for Botswana's Brigades, an indigenous
youth-training movement. A few. Brigades have made furniture, for
IDA financed primary schols. In Lesotho, IDA supported the expansion of 
a PDA vocational/technical school, and the school itself won the~ 
construction contract. 

oIn Kenya's seiiarid Buaingo Ditit an IAfunded goverment project'
and an Iri sh- funded Catholic Church project have evolved,': in.close,~ 
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informal cooperation. The Faiik took account of the church project's 
experience in its initial planning. As implementation proceeded, staff 
frcqn the two projects frequently did favors for each other (lending each 
other equipiient, personnel, and even iyney). lhey worked out common 
policies of extension and advice to farmers in the two project areas. At 
one point, officers of the two projects coiiq'ared cost of tasks such as 
extension, se-! production, and vehicle mai-iteriance, and found that the 
church was doing similar tasks, with at least equal effectiveness, at 
only 15-20 percent of the gon erninent project's costs. 

o 	 In the northwest corner of Mali, an IDA health project is using a 
st abi 1 ze (!-si cons t ton: t i on technology developed by a PDA in Burkina 
Faso. L'Associ atiot pour le Developpement d'une Architecture Naturel le et 
d'un lIr barni s, Africa in (ADAUA) began with assistance from a Swiss 
priest, hut is n( entirely Afri can in staffing and finance. ADAUA has 
shown that, with i;novative architectural designs and strict quality 
control in brick - mal i rig , st ab Ii zed- soil construc t ion c an be practical 
for 1arge-sc ile pibl ic bui ldirgs. Mali's .linister of Works learned about 
ADAUA un a vi sIt t L, (J) )Uguti and suggested tle tech no1 ogy to Worl d Bank- ( 
statf. ALiA1A is aihtnad of schedule on the construction of 21 primary 
heLIth care ctenters. lhi s project is )el ieved to be the largest 
ccmunierci al p IILLt Io of stabi lized-soil bricks in Africa to date. 
A[IjA ', t ch i I(xy is e/pectcd to cut costs by a third dnd foreign 
excharge costs by hill . 

The Bank has also( had sxle 'iilur. s workirin with PbAs in Africa. One agricultural 
develojent prohje(t in the (,ibia, for' example, was designed to channel credit 
through tIe Ga;, 1inl Cooprrat iv Union and local cooperative societies to farmers. 
Ihe schemt fi ed, I i rily doe to taff irig and financial difficulties in the 

C0U,'or at1ve",. i bar[i and tr,t 1tmaI Labor Organization then began a program 
of teC,r)i ,lI i ti e ( Gin,) id 'S cooperadtive r0 vement, but the credit 
ar , feC fr1 , Up o C 1o11Urtur a d v o ien project have so f fer ee nt from 
w i ' t iiii, Fr ti, cijolt r tive se ries.tr, 	 tcret 

lIf Wr It : ", l9 T6 re)ort on A r i a urged increased investment in four-14 areas 
of prier 1ti i;i,.r1e for- the long term: population/health, basic education, 
forestr'i, mnd avr i ejlIture l research. PDAs play important roles in each of these 
prioritYCiT*riee', 

crie way 'a a, sou;ht to idenkitify Op);iirtiiit'.t s for ;ollaboration with FDAs 
has bt.e tir-Uo ih 'i'l lateral" meet Irgs, wiI ch bring government and 
ofi 1(io l-1 ,rL'y star f tfve(tner with fIBA staff in p,rticUlar countr'ies arid 
sectors. Five such meet in hive focused on popu lation arid health (field in 
Bot s1,ar:,, i,,,i,P 'in!,i , Gambit, ari fre'ricopho ne Africa) . Three have dealt with 
educat in i , List Afr ica, where ch iches have lor( played an important role in 
tt.. prv-lin of schKu lirj . iier-e i lso been a tri lateral meeting on water 
su pl ri,a a r So ( itlb onl village foi-estry are now, meel being planned. 
Iri I a rI r meet i n: hav, tjrt sp e(if : imrnivemerits in goverinment-PDA 
rel it Ion,;', (, t I [,t ,, ta l i hmtrit of routli rtMecharii sins for consultation)I ,oe 
and hive al led ti do nor ci t Ltation with PDAs in sector" work and the 
inc lsi orlof pri vi t g ;, irl 1ever,governiiment-sponsored projects financed by 
the Barid . 

The Banl s ropifl ' expoo(-i r; it s 1, for p:)iumlation, health, anfleridin; 	 nutrit ion, 
es', ll I A, i [I, ao1 KnA, have spec i i advantages in these areas. PDAs haveI 
long prvid!zr tlIi sorv i.. in many couritr ies ard they are often dedicated to 
reachiri low- tori(.':;f groups. Some PhAs are active in fani ly planriing, and 
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goverrnents may prefer to extend family planning services through PDAs than to
involve themselves in this sensitive matter directly. The Bank s population staff 
are relying mainly on trilateral meet ings to identify new projects, and PbAs play
important roles in current health and population projects in Kenya, Sierra Leone, 
aid Liberia.
 

In response to Africa's severe problems of envirorinent and deforestation, the 
Bank is also embarked on an effort to double its lending in support of vil lage
forestry. Reforestation will depend largely on the initiative of millions of 
small-scale farmers, and tie Bank's forestry staff are convinced that PDA 
outreach is essential. In the village foresty prorams that IDA financed in 
Burundi and Rwanda, expatri-te volunteers in "bush" areas made the difference
between success and failure. In Kenya, an, IDA project is comrplemented by Swiss 
assistance to several PDAs involved in forestry education (among then CARE
internationarl and KEiGO, an association of Kenyan PUAs). The planning for a
proposed forestry project in Uganda has relied heavily on CARL International. 

Discussi'ns in the Bdnrnk-NGO Comittea led the Bark to initiate an experimental
mechanism for official cofiranci nrg of PDA projects in logo. A snail unit in the 
Planning Mini stry and a steering coormittee (two goverriment officials and three
PDA representatives) screen PDA project proposals. Once I is mechanism proves
itself, it should allc official donor agencies to supp .-L PLDA projects that 
would be too small for them to evaluate individually. However, some PDAs have
been critical that this scheme risled weikening CONGAT, an umibrella organization
which includes oust PDAs active in luou. Thus, when authorities of the Central 
African Repo: lIic recently asked the Bank to help attract PDAs to their country,
the Banh turried to [DAs on the Bank-NGO Committee for advice about how to 
proceed. 

There have also. been several fresh initiatives in Zaire, where 1lilted government 
capacity leW,:I wide scope for PDA activities. The Bank recently appraised an
IFAD projutct trnt wi I I suppNmrt two PDAs in Shaba Province. One of these is 
related t(, a milin"; cofpani ; the other is religious. Each works with 3,000 to 
5,00") arnrs. Sinrce they haive never been subsidized by the goverrmient, they both 
get full ust-recovery for the inputs they provide farmers, including their' 
extenrsI r,vice.s. .r another province, Kwarigu-Kwi lu, the Bank helped establish 
a sem1 -p:A ic c'r; rat.N (oCODAIK) to provide services to farmers. The Zairean 
governi e,it is rimy reducing its share in CQUAiK, leaving the majority of shares to 
about 30 samll organizations -- traders, transport companies, local chiefs, and 
Catholic ilns Sions. in addition to reaching out to farmers directly, CODAIi: will 
be a channel fur eMternl irivustmert in the programs of its shareholders,
includirng the 'DA,. Iri yet another ,.griculture project in Zaire, the Bank has 
invited PDAs (mainly re igious orders and expatriate volunteers) to hell) find out 
from intended benef iciaries how they tiM. tUe project coold be improved. 

In summary , tW. Bar 's , .perienLe wi th PAs i n Africa co f iirs that in 
appropri1t0 s1 tuit iors they cair be effecti ye ageits for developorent. In certain 
cases, the, are the ornly mechanism for reachirg the grassroots. Some arc 
exceptional ly dedic ted, with long experience in particular locales, adept at
working with people, and expert in applying appropriate technologies. The Bank's 
experience with PDAs suggests that goverments and official agencies can usefully 
col laborate wi th PDAs in a variety of ways. 

Recommendation 4 overrriientb and official agencies should explore opportunities 
o -increase(F cooperation wi th private development agencies. 
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Private Support for Public Reform
 

This paper, has described ho some African governments have already proceeded, 
sometimes boldly, with the process of creating an enabling envirorient, and how 
yet more goverrinents are at least convinced that reform is desirable. This paper 
has also irdicated that a substantial increase in development assistance is 
essential if the reform foovement is to lead to sustained growth. 

But the refurr v, vement amng Afri can goverrnrents and deve]o, nent assistance front 
the donor goverr"Pents are both politically fragile. 

Adjus twrknt polic ies will be unlii eiy to work unless they are mdified in response 
to local criticis and then win fairly broad political support. But there has so 
far been little organized effort by business or private developirent agencies to 
either c ritique or enor se tire adjustmernt programs in a systematic way. 

Afrirdn c sire.: leaders can help governments how private isi know the sector 
likely t: re,,rord to paro'icular policies. PDAs, mainly churches and other 
1rr i r ,, , , rI sjle t -- a ,l perhaps help with -- measures to protect 
pt icu]ir rpW ,I prmr perp-le who might otherwise suffer serious deprivation 
bea p ,i cQrUri5en (the urbai poor who must pay righer food prices, for 
er,. TJe). P can Il! help e0q.lai'r and leg itimate policy retor,., especially 

fiom.f tie ,f, r r rr must oiften benefit rural areds, i cluding many poor 
p, . rle, ( I t . ,r, , Of U0r Pl i es. 

To jet ecOFrr r pq , k.tf ,(,Ii :]y undet'ay again, the process of policy reform must 
pror(,e( rve1 ;),rid of at lea ,t five or ten and major ini years effect changes 
soriet,. ;!itrio t the iniforried agroerrient of inf luntial groups like busineis and 
reli gio. leader s, the process is alrm st sure to get hugged down. 

Si i lar I,, iirlreo ,eml develo;Tie'nt assistance is politicallC, difficult within the 
d or cOWrtnes. international P[As played a key role in alerting the world to 
the AriLi NO Meireard itn ra i ,i ng ermergency funds from pub! ic and private 
sources. Icre iitprnat irnal huniness leaders also hel ped. But despi te the 
emerger c, f ffort, cLiceMi ,,r f I ow s to Iuw- i nc(re Afr i ca have been largely 
stagnant. Marry interrrtirna P)DAs have consistently stressed that Africa's 
problem wUU I:f!It my aw-cy when the rains returned, but public and parl i amentary 
attention to Africa has, imevrthelss, novw sharply declined. Moreover, some PDAS 
are not part, icularly enthucsiastic about assistiroce to support policy reform. They 
are used to wor i r at the grassroots level, and they don't always recognize the 
importanc~e of chdrqy', i n ecumrc-ic policy for sustained progress against poverty. 

The Wor d Barl recently hosted a meetirg with a wide variety of PDA leaders from 
the Jnited Staten to talk about how [arrk-recommended policy reforms in Africa are 
likel y tU, affect th pmor. lhe rm ing was able to reach ore consensus than 
almost arryorne erxpected. [ve rynnrie present agreed t:at nolicy reforms and increased 
develojlrMr dSSIstarnCt are eseir ial to African recovery. The Bank argued that 
the 1irre, of reforms it is urrinq in Africa tend to benefit rural areas, where 
the great ,ireority of Africa's poorest people live. But Bank staff agreed with 
PDA leder,, that norre shoiuld be done to evaluate the effects of particular reform 
promjraMs OM the poor and to proect nutrition and other basic needs among 
vulnerable groups. There wa, al,, aqreemrnt that PDAs should help to "adjust the 
adjustment prIrariw," and thei tor cultivate public understanding (in both Arica 
and the dorror countrips) of the need for reform and developmwent assistance. 
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One PDA that has done exemplary work in support of the reform movement is an 
international group called The Hunger Projert. This group began in the United 
States, but now includes 4.3 million people in 140 countries. Hunger Project
leaders have been concerned that international attention continues to focus on 
crisis, failure, and corruption in Africa, even though many African leaders have 
committed themselves to correcting the mistakes of the past. Through mailings to 
their memters, contacts with inf luentidIs (at the U.N. Special Session, for 
example), an articles in the i tern&tunal press. The Hunger Project has been 
drawing attention to storias of ciunmitment and success in Aiica. 

Another PDA initiative, tue Lnuor>ies' lirought Action for Africa, has instead 
critiqued the current dir. tion of pol I reform. nluternationul church leaders
initiated a process in which over 40(U Atricarn church leaders and African 
academics worked in coontry teams to produce a pan-African PDA report. Their 
report angues that dei policy reforms are indid required, but opposes increased 
eophasis n e-xport crops, arid imstead favors re rlm, su(uh as reduced military
spendi rig ani, in SM0, Lourtries, the redistribution of laM:. 

han ais 
c cict, c. [he Ln il I i l Env io ren t CoGnfelrence provides a much needed opportunity
for imnv aoi luolers, especially Africans, to help plan for economic 

[rr Aijg Foundut ion a DA with exceptionally strong links to private 

rs PDA 
ref u ti at w lI i idrod meet Africa 's needs and, then, to widen political 
Sipilt ' I r, tht. re l 'fli lk)v11l, llo . 

Heci , 1 io I: Bu, moss leaders and private devel oiment agencies should 
L(,;t -fi;~mun- ~- f ,rmuIa ion of pol icy reform arid povide political support for" 
b'oth the retor i' 0 ve'mert ilr Africa rid 1ncreased developmant assistance from tie 
dorir10­
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RECOMENDAIIOhS AND AGENDA FOR ACTION
 

Creating an enabling enviroment for full developlent of the private sector, 
while maximizing its contribution to economic growth and development, poverty 
alleviation as well as to other national goals is indeed a daunting task. It 
involves untangling the wet) of obstacles that have h'itherto hindered the 
realization of Africa's considerable potential and devising ways of overcoming 
them. The successful approach will, per force, be multi-dimensional and will 
require the full cooperation of African goverments, bilateral and multilateral 
developinent institutions and the business comnunity, both domestic arid foreign.
 
The follcoing, by no means exhaustive, list will go a long way in creating the
 
kind of environment sought:
 

A. What the Afiican Governments can do:
 

i) 	 Goverr.ient policy reform: gradual decontrol of prices, correcting 
overvalued exchange rates, cutting down of puolic sector 
ependitures and streamlining government operations, privatizing 
parastatals or operating them as autonomous units in a businesslike 
manner. 

(ii) 	 Reforms in econcuric management: simplifying economlic decision-making 
by increasing the role of prices and reducing administrative 
contrdIs in allocating resources. Tis would reduce the level of 
corruption, red tape and bureaucratic lethargy. 

(iii) 	 Creatirnj a nure predictable business enviromient: reducing the scope 
for arbitrary political decision-making to increase predictability 
of the bus iness envirorvent and thus allay the fears and 
insecurities of potential investors. 

(iv) 	 Incre.-ising rPVrk t size: by creating more effective regional markets 
to reimive th acute constraint on industrial development imposed by 
the smal1 size of most African countries. Instead of creating 
central bureaucracies directed by member governments (as in previcus 
coHm.-,n Varket organizations in Africa), open the boundaries for free 
mvjvement of people and goods. At the same time, synchronize the 
incentive structure ard overall econmic policies. If borders are 
open and incentive structures are harmonized, the larger markets 
creatci as a result would have a greater chance of survival after 
changes of government in member states. Out of the interaction 
across borders, a sense of larger cannunity and hence a critical 
mass of vestel interest in larger markets may mitigate against 
autocratic polity change;. 

(v) 	 Product specialization and regional markets: considering the
 
discouraging record of common marlets in Africa and the primacy of
 
political considerations in interstate commerce, an alternative way
 
of creating larger markets is for states to negotiate some product
 
specialization along bilateral or multilateral lines. One country
 
could produce a product (at a higher level of output and, thus,
 
hupofully achieve greater econornies of scale), and enter into
 
long-term contracts to sell it to member countries while agreeing to
 



enter 	into a si ilar agreement on the purchase of another spec:fic
 
product frcm the other country. This would reduce the problh cf
 
differential pace of industrialization that wrecked many regional
 
comnn markets in the past (e.g., East African Conmon Market).
 

B. What donor agencies could do (in conjunction with host governments):
 

(i) 	 Sensitize African goverinents to the necessary policy changes and
 
the creation of other aspects of an enabling environment while
 
supporting them with requisite financial resources to smooth out the
 
transi tion.
 

(ii) 	 Donor agencies should also sensiti-? industrial countries as to what
 
they can and should do by using the media in these countries to
 
build a critical mass of public opinion more favorable to Sub-Sahara
 
Africa's special problems.
 

(iii) 	 Channel a greater, proportion of available resources to the private
 
sector ar mat e sure that it reaches its intended target.
 

(iv) 	 Donor agencies Qhould aim at reaching the smallholders and the 
informal urban sector and not just formal-sector establishment with 
western style mara-ment, though the latter would continue to remain 
irp)ortant.
 

(v) 	 Identify and bring in simple technologies that have been perfected 
el sewhere. mhere are a large array of appropri ate, absorbable and 
repI icable technologies that have been developed in both devel oped 
countri ,! ar, ,ther regi nns of the developing world. Transferring it 
sooetimesi .,nsi st s irmpl of funding a pilot project that uses that 
technoloy an the "demistr ation effect" could then take over. 

(vi) 	 Increase ur r' f research and devel opTent on issues of critical
 
importare, to Africa (e.g., increased agricultural productivity,
 
alternutive hw" iuig to reduce deforestation, etc.).
 

(vii) 	 Great,r ,. i donorsC,-,r!i .', betweer to avoid duplication of effort 
not onl at th. country level but at the regional level as well,
 
with vie., to pr m ctin regional econcaric activities, where possible.
 

(viii) 	Create regi rral consulting firms in engineering, econcITics, finarnce,
 
etc. that could gradual ly replace the need for oul:ide expertise.
 
Use Africarn experts to the maximum extent possible.
 

(i) 	 Tu help re'ors the brain diau,, id-ntify art recruit qualified 
Africnn o,. anr rpdrf, t. in industrial countries to fill many of 
the techrnical ar managei al positions financed by the donor 
agenc i e s. 

(x) 	 Establish informat ion banks accessible to African entrepreneurs 
about sources of equipment and materials, potential funding sources, 
potpntial partners, clients and sellers, about market conditions and 
potentalitiec of other regions. 

-if-


It"
 



C. What the business community could do
 

() 	 Taking a longer and larger view: Without the expectation of profits, 
private investment simply might not be forthcoming. Businesses are 
in business to make a profit. To encourage domestic investment and 
attract foreign investment, governments need to create the
 
environment within which reasonable returns could be realized. On 
the other hand, the business corinunity, both foreign and domestic, 
should contribute to genuine develouirient and becoine effective 
participants in that process so that they cannot be easily dislodged 
by changes of qovernment. 

(ii) 	 Helpirkt create regional markets: Multinationals are in an excellent 
posijtion to operate in more than one country and thus help build 
larger markets and contribute to regional integration. By so doing, 
they diversify the risc element inherent in operating in only one 
country and erniarge their market, while contributing to the increase 
in flow of goods and services across national boundaries, and help, 
build regionally-oriented local interest groups. 

(iii) 	 Indigenous Afr i can entrepreneur s can create more effective 
interstate co-operative councils which can act as vehicles for the 
exchan j of in foration on marlets and investment opportunities, and 
create a ser se of an Africa-wide business cc 'urnity. It is best that 
th, bNsiness cor,"mnity, possibly with the assistance of governments 
and dMir agencies, take the initiative on creating these agercies 
ir ordor t avoi: the inevitable introduction of politics that 
gy ,errnent ir,,, ve', ent would necessarily entail. 

It is oifficult to prioritize these reco mendations since they are mutually 
reinforcing arol contain eleainlts Mt overlap. However, if one were to detrr.ine 
the rosSt (ru ial Orhe1 for cre :tinj the enabling environment, goverrnient policy 
ref!rr an! crea in] a pre ictale business environrirent would have to be at the 
t,;, of t 11 t t uti t ly, th sr;all size of the domestic market in most 
CO ri.re w:,ld Coon,trair w atvier economric activity is generated throuqh policy 
refu.rr , l r 1r.; the marlet size through creation of regional marrets and 

" ,r -- .r i c( y betw,,;,r' Afri(an. countries would therefore be crucidl for 

lonq-t,-v de Iei. er, Af r i o r govern:ents would have to take the lead in 
crcf 1mt t he ent:,11 rnj en vircoror k nror agenies would of necessity play only a 
suppurtve, tNuM] I at ti r c,r1tical, role while the business comrr ity would be 
the reyrtr to, ratrer than the creator of, that environment. However, the full 
CLO,,eruin of qgv.rr,.Ots, the bu;lness c(r nity and dorMir agenies is 
essenti l for creating the desired environrent, in ensuring that the new 
envirorv:ent he Ip, create the tpe of investment opportunities that most 
conrtrib ,te to ec n owic develo;w;et and achievement of other social goals and in 
asoir tin' African entreprentu, n to tale advantage of these opportunities. But, 
the ma,.r repr;n' ihil ility in urnIocling Africa's considerable potential lies with 
the Afric ns, gh ,, rpnt ar pe ,le. Ultimrately, it is the Africans who will have 
to im;,leo ir' r e. policy cha,iges and who will be directly affected by the results 
of any ati io taien (or riot ta en) tcwards creating the enabling environment. 
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1.1here isagoigcnessAa. 	 h rvt, sector ispvtlt h 
'~J_ ~ 	 ~ devel opnent process and' thA itshiould 'play a.I r ole in th becnoic' 

~ growth and deve opment of, rAfca. ' Recent poiydciin._'b,.mn
'~~'i govermen ts '(Mozambique'- Gha'na, Too; Guna aba aie Smla;t';,:~":menio~n bu't a .s as ~~~b 	 et'&yi&y) wel I current heirlae 

pnnthipst'i1_ph sdevesA isect1 
~consensus,;Worl~jide there seems to 'Ue, a new a'ppreciatjonfor the private

Ssector. Polit~icalyleaders as' disparate: as~Deng daon'an Ronald.66ganare endo'rsing th~e private 'sector' "model" of'' deeoInn most 'African 
'countries,, the, prev'io's 'public-sectorl bias i s giving 'way- to,"a . new,
appreciation of the role that the private sector can play in. economic~..4 developmnt. Hitherto scialist countries like Guinea' and, Somali'a'h'ave'
rediscovered the virtues of the market place,.~ 	 ~' 

1.02 	 The~newfound appreciation of the role of the private sector inAfrica
reflects the overall international mood 'but is also the".result. of' thecurrent economic difficulties facing the African continent,~especially the:
45 'countries that constitute Sub-Sahara Afric a, and the disappointing
performance of the public sector. However, in order not i to "oversell" the 
must not be made to seem that the pri vate sector will be,,piicafrall 
of Africa's problems.' ) -- s 

1.03 	 A lot, has been written about the al locative, efficiency of market forces,.its flexibility. in the face of changing' exte'rnal circumstances and its~
ability to elicit individual initiative and enterprise. However, ,the miarket~
 

.be.
system may. not al locational ly efficient' when there are 'market~
 

consraits.Alloatinalefficiency may not be as important to growth 'as 
the spirit: and. motivation 'ofthpepewomngte-rdcieuts.:tmay be efficient but not equitable or the results of market forces t~h~coincide with isocial objectives. Moreover,, it isnot the mode of ownershi pbut how a productive unit is managed thiat deter'mines efficiency. 14 6ther~
words, ownership per se does not, determine. how efficient or even amenable,
to m~arket forces a productive unit would be. "The following issues need to,~be addressed in order to assess the' extent to which the private sector 'can
deliver,>the "Igoods". To: what, extent can. it 'help~overcome the current-,woes
of the African: continent? To what 'extent is the current preoccupation with'the private sector merely a reflection of' past' failures, and to what.extent~does 	 it'ha've real merits? How much of itis "'fad"and how much of &i i
 

~~' ~ based on real facts? " 
 ''7
 

1.04 In development th'ere is .a tendency to simplify' the dishearteni ng web of~~constraints and the central focus has shifted ver-time. In the"'1950's and>
early 1960's 'the developmient literature emphasized 'the need for massiv.eefforts and, "Big Pushes" :to take economies in "!low-level 'quilibrium trap"over' the hump.. Si nce., ~ily governments~could mobilize such efforts, implici~t
in these theories was the primnary role of thie public sector. The>'capital
accumulation mrodels and 1take-off. theories emp~hasized the import'ance ofdomiestic savings, 'but later: the two-gap models pointed out the obvious:,
that 	 foreign exchange is-more of a constraint than domestic savings fo;~ v'most developing countries. For, a long time, physical capital was givep '
 primary role in growth miodels* but it Was 'subsequently realized thaiL
 

http:poiydciin._'b,.mn


convntinalfactorsA(including capital),.,have accountedP for but little4 of' 
'i~~ hi stori cal growth Jmhe'. emphasi s then' shiftfed Ifromj physical 'capi tal. to human 

caia :fo6riiftlon,, and ;appropri ate or' interme'dlate'technologles. Durling fthe~ 
v960,s , and early, 19701s ,. dl ,sector,'k models were ~in vogue.", Under~such 

~ models,. the.'econory was-divided 1,nto:'small1, -, odern, and 'peoinnl
Sindustrial, sector, and- a' large, blackw~ard,' agriculturaly1 based sector,~ 

~ Dev elopient. accordi ng 4to, these.; model s 'consi sts of, expandi ng tthe modern 
~ '~a."vsect or uni l it~encompasses moreand more of.tthe'who le economy and-bnefeits. 

~j~.thle whcie' 6ofoythrough ,the.,so pot~"
s I~s of- eqity'-,and -poverty -;'llevi-a'tA on-bec e n'' m 6ha rtnc in--,

the 1l970.1s,the emhasis'shifted .to. mekin 1-th'e b si ieeds of le 
population land 'th "Basic Need Approach" ito developmient' was espoused.~
Presently th'e emphasis, i's on >thieprivate- sector..lCould this merely be the ~ 
last in' a long string of "fads"; in the developmnent literature? 

I.M1The dominant themes or focus of the developiient literature at any in"0 	 moment 
time.'do influence policy, albeit with a time 'lag, 4and usually reflect,
however subtly, the world views" of the major theoreticians. As Keynes once
observed, the views and philosophies of~politicians and. policymakers are,. 
more often than not, based on the ideas of' a now~defunct economist.' An Y 
.-prdinary villager iwould: probably have told you that''meeting. his "'basic 

- ,ieeds" is.what economic development*'should. be all abot - if he could ' 
articulate it. It *did' not require'two or three decades of high-powered
intellectual effort'.to reach thf , same conclusion. The inevitable presence
of a subjective or phil osophl,c element in what constitutes economic 

Idevelopment, what the major' constraints are, and' what remedies arermost 
appropriate mak~es* it almost; imperative that 'African intellectuals, 
businessmen and pollcymakers actively participate inthe on-going dialogues­
*on Africa's 'development. There are many subtleties and quirks to the 
problems which confront the African continent, 'and' the appropriateness of 
the array of possible solutions advanced 'can be better, understood by
Africans than outside experts. Moreover, 'they have to implement,' or at 
least'live wi th,' the consequences of any policies implemented "as' a result 
'of'the current international dialogue on Africa. "' '' 

1.06 	 In'this paper, the role of the private. sector (especially domestic, 'gi~ven v 
*.the paucity, of foreign investment) in the development of Africa, the m'ajor 

obstacles facing it, ways 'and means overcoming xthose obstacles' anu'of;

whether in fact the, removal of, those'obstacles'is all that is needed,' will 
be discussed.'' 	 '. . 

11. THE IMPACT OF PUBLIC AND PRIVATE SECTOR INECONOM4IC GROWTH INAFRICA
 

A.The Current Ecnoi Siuto
 

2.01 	 Despite its enormous potential and the considerable' inflow of' concessional'
 
external resources, the Afric'an continent. as a"'whole.'is in worse economic
 
shape today than at any time in the last two decades."This isnot to imply
 

''that there .have> been no :gains since ilndepen~dence. \There 'has' been. an 
impressiv progress in education and'expanding the coverage of he'alth and T 
other services to wider segments of 'the population. :In spite' of high
population'growth, especially children, "primary school' enrollment'increased 

2 	 'A~ 
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from3'361 to 78%,,and secondar ndrm,3;ito 15% over the "pasttwo decadps Onth economi promneneryyear~s.of indep'end 'ha beerqt
adqt wth hto rcapiit p growth'rate $ thea , 'Per 	 m60 -of , 1.4%sswconldtions began to deteriorate inthe 1970's and contimue ,to do so.,".Growthi 

SGDP has, barely kept aperpacewith'population, growth resultingAa.'i
cptinoethat-is below the,,1960. level. Agricultural output, especi'ally'
fod: prdcin ean relatively stagnant :and dc in ~1iper capita

:term's even oref the donsetsmostly aimots ofute recent drought Imports of foodstuffs,~~ an, increasing'-portion-of the region need 
~ aaoia 'ly"agricultural"pr'odtti W'"fill-"i~ost 'in_6un'tries with good 

resource base (Sudan, Tanzania Zambial Zaire Ghana, and Nigeria), Nigeria
was self sufficient in major foodstuffs inthe earlyi970's and agricultureaccounted :for. 70%$ of> its export earnings. At present, -agriculture'accounts

1forless than3%of exports and' food imports amounted to about $2.7 billionin 1982 (34% of all imports). In Tanzania, Zambia and Sudan, -three 

front- .'ir _61'i larges ............... 


countries with good agricultural resource base, :per capita agricultural
Mproduction also declined significantly.
 

202 	Much of the industrial capacity. alsostands idle :mainly due to scarcity offoreign exchange formaterials and spare.parts but also because of falling,dumestic incomies,. poor investment choices, 5and failire to develop exportopportunities. .They physical infrastructure and"'P,iblic services, have
 
deteriorated, over 
 the past decade. The efficiency and technical, and
 

.ability
financial of public institutions have: declined. :Irf addition,political instability in many. countries has claimed' many victims, disruiptednormal economic life and created tone of the largest refugee'problems in"this world. Still, the present multidimensional crisis may not capture thefull' picture of the resulting human misery nor the.differential mpact onthe weakest segme~nts of the population. Between 1960 and '1985, .per capita"income .in Su -Sahara Africa remained relatively' stagnant and thedi stribut ion of income across households might 'have worsened. On the otherhand, per capita income for developing countries. as a whole rose by about87't, while in low-income South Asia it has almost doubled.' 
2.03 The> recent drought and famine Ithat defimated a wide 'band of Sub-SaharaAfrica has attracted world attention. BO' horrible as it was, it was not a" 

mere tenporary aberration of nature but: part of 'along downward slide. Thispicture, however, should not conceal the wide diversity of the 45 countriesithat. 	 constitute Sub-Saharan 'Africa., They rang' in population from 100,Kmillion in2 Nigeria to 100,000. in2Sao Tome and Principe," in'area from 2.5million km in Sudan to' 1,0001km in Sao Tome, and Prillcipe, in 'per' capita, 
' 

income from $4,000 in.Gabon to $180 in Chad. Some countries (e.g., Kenya,Malawi,. Mauritius, Camneroon, Nigeria,: Congo,: Gabon, Botswana, 'Lesotho)registered respectable per capita growth rate of 2.3% to. 8.5%per year,during 1965-84, 'while others (e.g., :Uganda, 'Ghana, Zaire, Zambia,Madagascar,. and Somalia) a decline per capita: terms of 0.811had lin 	 to,4.4%per' year during 1965-84. By almost any-reckoning, the overall economicperformance inthel region has been disappointing;. 
 '''~ 

2.04 There is growing :evidence that African. governmjents realized the.have'gravity of the situation and *are willing' to institute appropriate remedialpolicies as' indicated by their collective stand at the recent U.N.. SpecialSe.%ion on Sub-Sahara Africa. But the remedies depend'on an understanding ofthe root causes of the current economic difficulties., 
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6 Factors 'behnd the current situation 

2.05 	 Som o th aor that may. be: respop i bleo,- ti"' peent. econ -ii~c' 

t e~ s e tprojec'~'~W ow prducti ity 'of investments, t~proliferation of:'non-viabl rics'x 
a(aeasing'Populatiori that Js- growing fasterthan' 'ny6ther, continen~t, tJncr ' 

~role 'ofCunproductive parastatals that constitute', an inodinae burden ,on 
the-- -fbdgetei -and eco2nomi p s-that-fostei!neffi6iencd'govermient 'l 9cn and 

~ '<reduce,::incentives." An .'adverse" international economicevromn 
excr'ae thiese problems.~ 

21.0 Ehoi t suggets t at in Sub-Shara Afric'a as a whole return,, to> 
r~ invstent,(measured by incremental capital-output ratios ordthe amount'of7~ 

output reesultin fom:an additional unit 'ofinvestment) has been falling 
since then1970's. While the availability ofinvestment asa percent of *GDP 
icreased from 15% duringthe 1960's to 22%during 1970-81, the growth of 
per capita GDP declined from. 1.4% toe0.4% About 400'of the!deceleration is 
accounted fore by: an increase in the population~growth rate and 60% due",tor>; 
lower productivity of investments. Cross-sectionally, the investment rate: 
in Sub-Sahara Africa was higherthan inSouthAsia (22% vs. 19%)but GDP 
rew faster in the latter (3.2% vs. 3.9%). In Zambia and Zaire, the 
Investment, rate was a high' 30%'. (well 'above' the average of 22%. for 
Sub-Sahara Africa). but per capita .GDP: declined. by about 3%. This points out
 
the great. importance of'the' efficiency with whichfresources are utilized 

~,apart 	from their availability indetermining rates of economic. growth.~
 

2.07 -Much of the expansion in investment' 'programs took~place. in the public 
sector where many of the projects undertaken were selectedon the basis of
 

~political prestige and other~considerations, smteswhlittle regard[ 
to their economic and financial: returns Many state-owned enterprises 

i (S0E's),,.incur~substan lal operating';losses, constitute .arecurrent burden 
*~'on" government budget and a 'continuous drain of resources away ,from 

'alternative productive uses. This mainly results fromn the fact, that, SOE s 
are so often viewed' as' convenient "vehicles for *pursuing' social goals,-'such 
as providing employment, rather than as' efficient.'producers of goods and"'< 
services. As an extension' of the government, .SOE's have been 'subject to 
excessive interference by Ministries. In some' cases,> they have'.been ~a 
vehicle for misuse and 'misappropriation of 'public' fun~ds,, Because of Jack'of ' 

S competition their' productivity isusually'low'and 'quality of'services poor.~
 

2.0 This is'not to imply that all SOE's have been inefficient nor dces itmean ~ 
~~~'"''that 	SOE's are not ilmportant,? The existence of natural monopolies (eg.,'-in 

"utilities), unwillingness of private 'producers >to unidertake c~ertain~K 
activities (eg., social services), the infancy ofl the modern do'mestic 

priatesecoras well as' the existence of social'g~lst hc rvt 
'profit'-seeking enterprises would. not be, readily responisive, makeit almost 
inevitable that the state would" be involved inr'som'e economic' activities 
However, the ,preponderance of 'SOE's in'many African countries 'and> the 
primacy of political and other" non-economi6' considerations ini
the selection 

and management of projects tend to reduce the efficiency of SOE's 'and thus 

'"~ 

~ 
their relative contribution to overall economic growth.,'' 

'2.09 	The international economic environment has Lbeen' difficult for Sub-Sahara 
Africa since -the firsts oil price, shock 'in1973 and has 'worsened in~the 
first half of the 1980's. The combination of 6clning. export' markets,~and 
lower' prices' for primary products' in~ face' of 'higher" 'imprt ri~ces 

4;: 
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(especially oil) ard higher debt service payments led to worsened balance 
of payrnents situation rawand reduced the ability to im)ort essential 
materials and spares. The terms of trade for- almost all the low-income and 
mediui-incoek, oil i,.port ing African countries fell sharply during the 
period 1970-84 (eg., by 70 for Zambia, 55 for Zaire, 50 for Liberia).
How ver , vL1nerabi 1 ty to external shocks increasedwas by inappropriate
tradt: and exchaje rate policies that cheapened imports, reduced the 
incent 1 ve to export and i ricreased the import- intensity of domestic 
product (in. Al cons Idtrud, aret hi , ,r . goverrypent economic pol i ci C 
probably the ru _t iriqort ant factor behind the poor overall ecoriortic 

e rforiancr and hxarired di.ve] oITr1et of a viable private sector. 

2. 10 The current e,. sis on the private sector-, while it may represent the 
swinging of the penJu lii wiy ircwO public-sector domirrance of past years,
is based on the obso,'vatio!' that countries which to low this "model" have 
done better than thost, trdt do nut, be they in the first, second, or third
Worlds, even when thue CLkritries have thu sam,, resource base. While the 
direct ion of caust i or ho,, not been (efirni tively established, it has been 
found that e I1:I C gro,th is hlightr in countries where the share of the 
priwite sector in d r,,..tik credit arid GI)P is higher than in countries where 
it 1s riot. This SLOjr,'-tS that the private sector uses finan(ial resources 
n.rre efficient ly thvt th(, pod' ic se(tor, as the following table 	 indicates: 

Shire of Private 
Counr ies 	 ArnuiI Growt tI Sect or in [)k;e st ic Private Domest ic 

ifon- ti G(',Pr Capita CreJi t 	 Credit ( of GNP 

1962-8 1962 1982 1962 1982 

Hi gh Grow , 4. 5 	 65 (r 13 41 

Me-i u*. brot h 2.3 	 9) 65 13 28 

Lo.. Gro,,t. 0.9 	 89 31 13 16 
e t iv e Growt h -0.9 	 68 26 8 13 

Source: feith Marsden, Wall Street Journal, June 3, 1985 

In Sub-Sahara Afri ca, theI countries that showed the most impressive
performance are 	 c(or, tries in which the private sector predominates (e.g.,
1enia , Mail r,.i, Ma.jr itlS, Cameroorn) i and countries where the publ ic sector 
dof: r',lt..e,, e,,c ,n a: vi 1.ies have shown a negative performance (Gnana, 
Seneg , if, .:' !,. M, :.j3o '.car, et . ). The same holds in other regions. In 
A i a, Sut eint yi! Ih,i i land hlive done better than Indonesia and thePrh1 Ii ii ,'t, 

1. The countrty- a-. Ca,!,oror,, Ethiopia, Ghana, Ivory Coast, Kenya, South Korea, 

Madaga'csar, Malaw). Mdl ay d, Mali, The Philippines, Senegal, Sudan, Tanzania,
Tiha lari, tirre, /aubi a ( Indonesiaj and Nigeria which are special cases have 
been exc Iudel 

5­



A-" J, 

111 KQ~iIOBSTACLES TO THE-PRIVATE SECTORTAJOR 

01 Generally, thle obstacles~ facing th 'rpi vate 4sector, are also the same~ 
whl of,. economic" development.

inhde;a> Iack of, >adequat'e<physical,, and 'human- resources; . limited 
~2~ertre preneurshIp; , na11',an~d -framented markets; 'rapid rate Iof popi a ,o 

ostacles. that fae'h ,cs-	 -ITese 

t i I 
f 9'I4, h high~ centralizto of, (dlci 46on-making;' economnickgro 	 misr-anagemenpt
'~~'corrupton _- Political in tability and ''un'certainty; ,-weakx'' 

adin trt e and. ]egaI" tructure; unevep,,enforcement- of -the -law- ,rand~ 
unfavorable external, economi'c environment. ,it"'is,~hwvr wdlared' 

"s'>' thiat government economic policies constitute a'critical, ifnot the5 single 
ost ,important, obstacle in 'the development" of the private sector in<7 

A~fri ca.' Thes e policies exhibit a pronounced public-sector bias born of one 
or a conbl'nk ion of fractors> both :phlosophic or 'experiential. 

A. Government Economic Policies 	 . .*> 

3.02 In light of the small. size of domestic markets, and heavy dependence on 
"'4'>'.1wor"d trade, 'trade:'and exchange. rate policies' are' of-critical, impiort'ance,

fohavthe private ;sector- as a whole. general, foreign,"exchange controls
haeresulted -inovervalued exchange

'In 

:rates, reducing incentives to export 
-as exporters are squeezed by' rising domes-tic costs and increased demnd for!"" 
artificially cheap imports. With, reduced availability of foreign exchange,<4;
:tighter exchange 'restrictions' are" imposed "as 'we'l'1'as import' controls 
(inc luding quantitative restrictions) and. outright -bans, creating activei 
parallel markets in.foreign ex&change .and consumer products, In addition,-.<7 
price controls have shifted the termns of; trade against agricultur~e
especially' export 'crops, exacerbated financial 'difficulties of industrialY' 

Sfirms and may have reduced new investments, especia~lly when copune wit
 
overvalued exch'ange rates and 'exchange controls. 
 ' 

~(a) 'Trade and exchange rate policies ''''' 

3.03' Trade and foreign exchange policies relate 'to official exchange rates,
import duties, 'export taxes subsidies, quantita'tive' restrictions> on'and 

~<~ ' imports, 'and exchange 'controls.' The 'specific policies followed by' the, 

Kdifferent, countries' in Sub-Sahara. Africa vary, but commuon fe'atures' include> 
"'~maintaining overvalued'exchange rates, relying on import restriction~s (high ~ 
''tariffs, 'quotas, bans <of 'non-essentials and licensing ,of most i'mports).
<designed to' conserve. foreign" exchange, -and promoting industrialization' 
through quotas or bans' on imports.''' ,''"'' 

3.04 	 These policies are at the. root, of..many'of today's' problems. They result in'
 
'an 'incentive structure,44that~ is.biased 'against "agricultural, "exports,
 
encourage imports' (especially foodstuffs),''and slow the. pace >of:"genuine"r7~ 
industrialization by 4encouraging" the development of import-intensive,*Y 
'inefficientindustrial structure. '' ' 

3.05 Import' restrictions raise ,the cost' of consumer 'goods and: the >price ofL 
domestic" inputs. Overvalued exchange ,rates hold ,down teprices 'domestic 
producers receive fo'r'their'exports (because' theylare paid inlesser nuber'~ 
of local currency' units than if'the local' currency wass not-overvalued),
sometimes to 'level s belo ,"cost o~f producti on' even~ in products~Y (eq. ;i{food,
crops)' inwhich the',country has a comparative "advantage."The low level of 

-6­



due ould it overv~alued exchag ratesis responsible fo a 
icesnleeoffood imrpc ts22' 

~ 3.06 -The exchange< rate pol ic ies folowed b:y'moSt fr c o~unties<also 
o 	 ,,'~7 industries> en 	 e .a import 71ntensive assembly-type andI-discoura>ge the 

developiment of inutieta 
. 

are_ based 'on domestic resources." This is
because 'the ~relative "price ';6f importedj'a' materi al s,;"capi'tal. 'nd, spre
become':~ (relative to, domestic'prics'we i.soe'a eC'heaper, irec 

__Theip7_otecti on-af.forded,-them-b-. mor .es) i c 7 ur~ reu c : e'v i es 
~for- prd_6ivt dgrot l'ducton':. of thlSree 	 Th.dometic re~entsthemaret gowthof ostof these- import~s'ubsti tute
industrie S to econom~ic size;,the'e~may~e~room'in the industry;for:onyone~
or' 'avery' few firms, which i'tself. is ,lesthan economic idal'B'ut''such,
industrie~s 'particularly suffer"'in times of'&foreign exchange sca'r~city when 
necess~ry raw materials 'and spares'can no' longer be''imported.'This is the 
reason behind, the :extremely l'ow 7capacity utilization' (20-30%0' of. ibs't7Nigerian industries and. th htdw fmn im.Tewaeigo hoi market in the past several years has reduced oil export earnings (fronm
$23 billion in )981 I o an estimated $6 billion 'in' 1986Y and 'thus 'the 

~. imports of. raw materials 'and, spareiparts. With appropriate exchange rate~.~ 

policies: the type of industrial structure that 'develops would' have
reflected' the true cost of resources and could: thus have been able to7
better absorb the shocks of changes inthe balance of payments situation.
 
Mb Price controls' ' 

3.07 	 'Price controls are practiced to varying degrees by, most African countries.
This involves both controlling the aggregate price level and price-setting
for a wide range of' specific commodities' and products. Control on specific
commodities is usually motivated by a.desire"'to protect' consumers while" 
ensuring adequate profitability to producers. ,Inagricultu~re, the objective
of ensuring 'regular supply of. staples at. "affordable" iprices for urban
consum'ers, 'has been the dominant criteria. However,' controls"'often~widp
~hurting I very people they, were supposed'to protect * Priccotls ldu 

at artificial ly' low, prices cannot be ,satisfied, as ,declininig mar-gins and~profits reduce availabilities and create scarcities,"thus encou~raging, the,
developent of parallel or "black" markets. 'In the. latter,:prices are~ 
usually a multiple of official, controlled'prices.
 

3.08 	 The cost-pl,us pricing prnle frequently applied by government policy to­
manufacturing, 'protects les fcetfirms within aparticular industry
and does not provide incentive for potentially 7 efficient firms to reduce 
costs. There are al so delays, sometimes very lengthy,, in,.built-in 


processing applications for price' increases, which% may cause financial
problems for firms that ,are otherwise efficient. In Kenya, for example,<
most manufacturers receive price hikes biennially. But: such price hikes may
not 'adequately reflect intervening 'increases in'- the 'cost of prodiction~
,squeezing profits 'and thus' inhibiting new'investments. In the case of orle 
manufacturing establishment. in"Kenya inwhich IFC had a financial interest,
price increases were not: given for, several years~even though unit costs had
risen by '30%. Also, price',controls increasejth~e uncertainty' over, future 
rates of' return and may' be a~disincentive *t'onew'investors. Lastly,V 

'imposecontrols a' heavy administrative burden'- oermn nddvr 
.~~." scarce managerial resources. '' ntad iet.'o."ven 
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3.09 1n agriculture, there sees'obe ample evidence' thiat piing ~poicy is one' 
of the ost~ imprtntfactors influencing""output Farmers aore hiu1ghly
responsiveto"pric'~chngesiand the relative price structure determinles, to 

is thb ecet isurge lrV' agricu 'tura groth;jpn China,~~acountryr,_with
if stri jgejtcontrol s and high,,degree -of central ization for oyer $two dec-ades. 

By decentrai~zilng on's" the househol d arid..prioducti on.', d~c I to ,alowi~hg 
--- to-mar etrprice's-tthe-gros s-valu -of-g"1c ult'Ur~a -outp'ut-7-1_'fa ners-to-respond

h~'"~;?as'gron .a navrg o o~r6 per"annumi between. 1980,1985. However, 
~ 	 ,~~ h",l e th 	 aus'ntiall 6bwth 'in~ almost 'every~ aspect, of C~nese<. 

agrculure :cntral ' ltveprc 
>"Ljegi m favored crops to livestock, an ahcos ofo ris h~got

in aiwlhsbndyh'as, been slowe -<andthere hsbena:,shift', in~ 
cultivAed lan from food grains to cash crops., ~ '<', 

3.10 'In'Ghana, cocoa production declined from 566,000 tons in 1965 to 172,000' 
~7K~7' tons in1984/85, m~ainly because of relatively'low prices paid to farmers by

the Cocoa Marketing Board. The prices paid by the Mark'eting.Board increa'sed'
 
by only' about one-fourth of the increase in the consumer. price index, and 
one-sixth the price rises inneighboring countries, 
 ' 

"3.11 	Gove nent interventions in, or controls of, the capital'Tand labor markets~ 
'have resulted inartificially low interest rates (in'some cases negative in 

~ real terms) and artificially high wage rates, in the, formal ,sector. Thi~s~ 
2'resulted in a capital-i 'ntensive, labor-saving productio'n 'structure that is 

7at variance with factor availabilities and resource endowments.'
 

*B.Political, Legal and Administrative Obstacles 
 ' 

3.12 The political situation in many, countries <is unstable or. uncertain. and,''K
consequently engenders .insecurity of investors 'and. prevents them from ~ 
mnaki~ng any long-term commitments. This applies to both local 'and foreign"''
investors, It~ may; reduce- the flow of 'foreign investment but more. 
importantly may encourage' the flight of domestic capital and favor'"~ 
short-term investments over the type of long-term productive investments 

~'P , crucial to growth and developmient.' 

3.13, There are also nujierous legal and administrative hurdles to, go'through ,inK
conducting transactions, which, coupled Wi'Lh
'business 	 'cumbersome
 

bureaucratic 'red, tape ~an'd high,; centralization o'fidecision-majkin'g,l 
constrains 'normal day-to-day 'busi'ness activities.' Futemr~ h 
uncertain political'situation often increases ,the expectations 'of:future'~ 

~'y changes the legal framework. These expectations have been by,~'f~ in borne "out 
~frequent' ch ange s' in. go'vernment . and abrupt changes in legal t anpd
administrative framework. During the cour'se of the first tw eadso 

, ,'independence""(1960-80) , there' were, numerous cases of nationaliza-tion 1of''", 
foign broerty and, social'ization of domestic property. The,'memory of"'this ~ 

appictin foerad neutral' 'philosophies. The absence '"f stable,~
predictable political and legal enviroments and , the ,uneven.'and~>
unpredictable application of the'law constitute major! obstacles to private"''
sector development.' ' ~ 	 Yf 

314, 	To3. lessen the scope for abuse and unintended adverse results, ':economicY
decision-making needs to be decentralized, the price 'system -rather than 

8'""~ 

' ' ', r 



administrative controls needs to be used for allosation of resources, the
 
legal framework needs to be predictably and evenly enforced. Moreover, the
 
political system itself needs to be broadened and, where possible,
 
depersonalized to reduce the level of uncertainty. In sum, the
 
institutionalization of the political, legal and adi nistrative apparatus
 
as well as the decentralization ef decision-making are necessary for the
 
creation of an econmi c environment conducive to the promotion and 
development of indigenous entrepreneurship and a viable private sector. 

C. Small Doestic Markets 

3.15 	 More than half of the 45 countries in Sub-Sahara Africa have a total 
population of 5 million or less. Nearly 80. of them have populations of 
less than 1b million. About twelve countries have a population of less than 
1 million 2. At least one of them, Sao Tome Principe, has a population of 
only l00,000. The combination of sa 11 population and low per capita
incmries (approximately two-thirds of the countries in Sub-Sahara Africa are 
classified as 1cu-inccome and have per capita of S400 or less) means that 
tie dc.viestic market of most countries is too small to sustain viable 
industrial production. Thus, the frogmencation of Africa (a bitter legacy 
O0 tne colorial era), constitutes one o, the cost seri Us obstacles to 
econTmic davel op;eErt. Ifne develo;i',ert of regional markets as an anti lote to 
this proolci, ha' been thwrtei by differences in economic policies and 
phl losop rites, political aritagri s;;is (resulting from border disputes, 
harboririg of po1i i ilI asylums, etc.), or disparities in resource 
endowments. Hoyever, t he fa ili ngs have been rcf 1ecti ve more of a lack of 
political will than econom!ic realitirs, as evidenced by the large but 
undocxierted or o5s-b, ®r cont,aband in many countries. 

IV. TOWARDS IMPROVED POLICY ENVIRONMENT 

A. The Major Co;frt; ot -c,R foroii 

4.U1 	 Sub-Saara AfricaC f]tes a 'ar JC number of long-term factors that acutely 
constrain its ecjnomri development (high population growth rates, manpower 
and skI const r,i nts, deaerent of the resource base through 
deforestation, des,,rtl ficat ion and overgrazing, etc. ). However, there is 
considorablce sc oe for increasing out put even wit hi n these basic 
constraints. increaed prcductior can be achieved in the short and 
ne': ,c7- terri by re ,0.,ifig the level o,: distortions resulting from 
interver,,nti arc orl t,ol, appropri ate incent ives, and enhancingm.: inrstitut in,1 
tme role .,I toio- ;) v'1: sector. 

4.02 	 Th, ri fe, tumC,,- of an improved econonmic environment for oi vate 
ive stmer, i s the remruval of thie distortions brought about by government 

2. Botswana, Jitout i, Co0:(m!sjro islands, Gabon, Gambia, Guinea-Bissau, Equatorial 
Guinea, Lesotho, Mauritius, Sao Tome Principe, Seychelles, and Swaziland.
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policy. These include correcting the overvalued exchange rates and allowing 
the market (demand and supply of foreign exchange) to determine it, 
removing price controls so that it reflects the true factor and product 
scarcities, rational!ziy the public sector with a view to reducing its 
size, and improving the government's day-to-day interaction with the 
business community. 

4.03 	 Evidence indicates that countries with a low level of price and exchange 
rate distortion have higher economic growth rates than countries with high
levels of distortion. In a recent study covering almost all developing 
countries (including ten from Sub-Sahara Africa), it was shown that the 
average GDP growth rate of countries with low distortions was 7'_ per year, 
while the average for those with high distortions was only 3-/ per year -­
for many, virtual stagnation on a per capita basis 3. In Sub-Sahara Africa, 
the countries with low distortions and high growth include Cameroon, Kenya, 
Malawi, and Mauritius whi le the high distortion, low growth category 
included Sudan, Zambia, Zaire, Ghana, Tanzania and Senegal. Since the 
resource base of the latter group of countries is at least as good as the 
former, the differential growth rate is most probably due to the 
differenses in the level of distortions. There is a strong theoretical 
basis for why distortions lead to low growth. Resources ar2 inefficiently 
allocated (i.e., not necessarily used where they can do the most good
because the signal -- the price system -- has been tampered with), and 
incentives are reduced. Distortions result mostly from governmcent 
intervention in, and control of, economic activities and use of 
administrative rather than price signals to allocate resources. Since the 
price syste-7 cortainSrmjch more information (on resource availabilities, 
consumer preferences, production possibilities, etc.) than any government 
department can muster, it is a better signal to both producers and 
consumers ard ther-fore to the whole economic system. Distortions could 
also result frcri rw rnp lies but the government is also the biggest creator 
of mi cnp:lies -- thru~h para>tatals, QRs, restrictions of entry to certain 
activities, etc. 

i) Corre.tn ir,_er valuedl Exchange Rates 

4.04 	 Re)i :nce on demand and supply for foreign exchange to determine the 
excrare rate helps redu.e the balance of payments deficits, eliminat2s the 
neen or parallel markets, cross-border contraband and smuggling, removes 
artificial scarcities, and reduces or eliminates the huge "rents" received 
by thu fa'red by the administrative allocation of foreign exchange. 
Correcting overvaluation of currencies also shifts the terms of trade in 
favor of those who produce for export and away from those who consume 
imports, Since those who produce for export are mostly rural and those who 
consw'e imports are urban dwellers, correcting the overvaluation of 
currenciet will also help improve the distribution of income across 
households, reduce or reverse rural-urban migration (and there is evidence 
-- eg., Ghana -- that this is happening) and improve agricultural
production, especially for export. As imports become expensive in terms of 
dorp:stic prices, consumption and production become less import-intensive. 
The incertive to export and to use domestic resources in 

3. Daniel Landau, "Government Economic Growth in Less Developed Countries" in 
Report to the President's Task Force on International Private Enterprise: 
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industrial production increases, and the need for import restrictions is
 
reduced or eliminated. Moreover, the need for cumbersome bureaucracy and
 
costly administrative controls is eliminated and scarce manpower freed. 

4.05 	 Despite the benefits of exchange rate reform, adjustments are slow and 
tepid, partly because of fear of social and political consequences. Groups

like urban dwellers and owners of industries who benefit from the implicit

subsidies resultinv frcxn currency overvaluation, usually resist
 
devaluation. Nevertheless, several countries have recently undertaken
 
significant reforms in their exchange rate system. Ghana, Guinea, Gambia,

Zaire, Madagascar, and Mauritania have either adopted a market-determined 
exchange rate or taken significant steps toward, more flexible exchange

rates. 
The Ghanian Cedi was devalued from C2.3-US$1.0 in April 1983 to 
C90lUS$1.0 at present. The ratr in Guinea has been devalued to less 10. of 
the old official rate. Following the adoption of a freely-determined
exchange rate in 1984, the effective rate in Zaire fell to only a quarter
of its original level. Zambia introduced an auction system in late 1985 and 
nowminal exchange rate fell from K2.3oUS$1.0 to K77US$1.0 in just three 
weos. However, the real effective exchange rates in most of these 
countries is still above the level of the early 1970's. 

4.06 	 The comynination of the oil price drop, the rise in the price of some 
comr: ~Iit a I yg cof fee) anv good weather conditions have improved the 
baldace of pa,. ,Pnts situation in many countries and could cushion the 
short-tr, eff,. ts of e~change rate reforms. 

(ii) 	 Re','' ru Pric Cor, tro 1s 

4.07 	 The Pst iiqnificant impact of price decontrols is on the agricultural 
sector agi "It which the term, of trade have significantly shifted in the 
past tw dec adet. Decontrolling agricultural prices wi ll reverse the 
di rrit injtL in agoi nvt fdrmers in favor of the urban sector, and will also 
ircrea e ti In' 'r, tIve tiu ris': agricultural output. Since the majority of 
the po ti r ' ,r on agriculture and the economies of the region are 
heavi ly d.- r,,l,.t on ti',, agricultural sector, this would help alleviate 
poverty, i1, tnvt ditribut ion of income, and raise overall economic
growth. C,' .;,I--! with c,.,rrecting the overvaluation of the currency,
d..conlr-lr of aqrikultural prices would help increase exports and reduce 
im'qrW a,"ri" Iturl pr I 'rt, e.pecially fuo stuffs. 

4.08 	 In add it on 1, price d'contro 1 s, ccxplimentary reforms would be essertial 
to reif (i imroved incentive structure resulting from priceor,. t , 
decontroIs. IT'e inlIude lower agricultural taxation especially on export 
crops, refrmirn' or di smant 1ing the parastatal systemi in agricultural
mar4 ot i ng and input di Stribut inn, greater public expendi ture on rural areas 
(extension servicp e,, agricultural research, feeder roads, etc.), and giving
the pr i vat 'P sect or a greater role in marketing, transport at ion of out put
and in the di trih iWu' nof !eed fertilizer.and 

4.09 	 Price dAontri I n (ouId hel I t he profitability and therefore tne output of 
marrj facturin j sertr. J ' ,,er , price controls have not been as detrimental 

,to irndust riill ,ut pat ar th,,i have been tn agriculture because the mragnitude
of the dfferer ( , tie! n tiofficial and market prices are smaller and price 
increase, are giver rore fr'quent ly. 

4. 	10 Over the pa.t ,everal ye,,rs, many qnvernments in the region have undertaken 
signif icont polity reforms in this area. Zaire, Zambia, Ghana, logo, 
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Tanzania, Madagascar, Cameroon and Guinea (nmst of those who have also
 
liberalized the exchange rate system) have either derequlated markets 
or
 

and the results were increased agricultural
increased official prices, 

output. Tanzania doubled producer prices of maize during 1983-85, Zaire
 

tripled the price for cassava and doubled that for maize during 1983-84. In
 

Mauritania, domestic prices were set in line with import prices for cereals
 

in 1985. Zambia official producer prices were increased by 35, in 1984 and
 

decontrolled in 1985 Ghana tripled the price of cocoa between 1983 and
 

1985 (50'. in ncninal terms). In early 1986, Guinea decontrolled prices for
 

foodcrops and quadrupled official wholesale prices for imported cereals,
 

especially rice. It should be remembered, however, that these price
 

increases are in nominal terms and that they accompanied an overall reform
 
program including substantial uevaluations (which would increase the cost
 

of imported inputs as well as consumer goods).
 

(iii) 	 Public Sector Rationalization
 

4.11 	 Sub-Sahara Africa is distinguished by the preponderance of the public 
sector. Public sector employment is about 50 of modern sector employment, 
accounts for m st of the investment in this sector and for about 20 of 

total consumtion (and is growing at a rate 50. higher than fo, private 
consumption). In the immediate post-independence period, there was a 
definite putklic-sector bias in most African countries. This resulted partly 

from the perceive! exploitation by the private sector (especially foreign 
businesses) and the belief that only the state can be an effective 
protector of national economic interests. lhere was also the belief that in 

order 	 to malke "short-cuts" in the development process, the state must take 
the lead. The private sector was either too small or non-existent in modern 
sector activities, it lacked the requisite resources and know-how and was 
concontrated in the subsistence or traditional sectors (which was deemed to 
be the sine uodnon of underdevelol-Cent). 

4.12 	 Ar expardi public sector absorbed an increasing share of the scarce 
fiain(ci l and haqai resourues and "crowded Out" the private sector. it is 
wider',ly believerd that the rapid growth of the public sector over the last 
tw de ades is a major factor contributing to the current economic problems 
of the region. There is ',ie evidence that many governments have realized 
the nero to redce tihe size of the public sector. For the region as a 
wl.'le, public sector ependiture declined by 1.5 per year during 1975-80. 
lhe reduction in public cxpenditure was not always accomplished in a 
rational way. In many cases, it led to marked deterioration in public 
services, ir the. dclne of morale and productivity of public employees, 
a d in the dt-terioration of putli sly-owned equipment and materials. 

4. 	13 Te closure of nor-v i able enterpri ses and the pri vatizat ion of others in 
Africa has, as in many other parts of the world, been picking up. The 
gcverrunents in the region divested themselves of about 5' of their 
owners ip in public enterprises during the 1980's. However, divestiture is 

frujugt with difticulties. There are formidable forces and interest groups 

against privatizatio,; divestiture can lead to short-term dislocations 
(Clagyfs of redundant labor, closure of inefficient plants) which 
political leadr', are unwi II ing to go through, and there is frequently a 

fear that pu5li L enterpri s-s might be privatized at less than their fair 
value. But if properly managed, including some external financial 
assistance for buyers, the long-term benefits would be substantial as 
non-viable enterprises "die out" and the management structure becomes more 
responsive to business rather than political or bureaucratic factors. In 
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many of the SOE's that remain, increased autonomy and responsibility could
 
lead to better management and cost-cutting. In Ghana, the aggregate losses
 
of approximately 100 SOE's declined by 80% between 
1982 and 1983; the
 
Cocoa Marketing Board dismissed 19,000 employees, a third of its payroll.

In Mali, the thirteen major SOE's cut deficits by 50% in 1985. Nigeria

announced at the end of 1985 that the reduction of parastatal transfers
 
was 50. And the list goes on.
 

B. Results of the Policy Reforms
 

4.14 	 It is generally accepted that liberalization of the policy environment
 
(correcting currency overvaluation, removing trade restrictions, reducing
 
or eliminating price controls, reducing 
the role of the public sector,
 
etc.) increases productivity and output, increases incentives to export,

and reduces imports. It shifts the pattern of domestic production in favor
 
of domestic resources and away from reliance on imported inputs.

Rationalization of the public sector, including reducing its role in favor
 
of the public sector, reduces the budgetary burden, releases scarce
 
financial and managerial resources to more productive activities and
 
reduces the scope for corruption and mismanagement.
 

4.15 	 The recent spate of economic reforms, however, is too recent to allow
 
sufficient analysis of the ensuing results. Still, preliminary evidence 
suggests that the performance of those countries that have undertaken 
reform has improved both in relation to the pre-reform period and in 
relation to countries that have not undertaken reform. After a decade of 
economic decline that left per capita incomes 30' below and exports 50. 
below their 1970 levels, the economic picture in Ghana turned around 
following the dramnatic reforms introduced in 1?3. Despite a severe 
drought, the sudden return of one million Ghanians from Nigeria, and an 
already acute foreign exchange crisis, growth in GDP was estimated at 7, in
 
1984 and 5 in 1985 (from stagnation or approximately 3.15. per annum
 
decline on per capita basis during the preceding decade). Inflation was
 
brought down from 123 in 1983 to 20.. in 1985. Receipts from gold and
 
diamond exports increased due to reduced smuggling after the recent 30-fold
 
devaluation. Agricultural production increased sharply (maize production 
tripled in 1984 following a 30C increase in prices) and increasing numbers
 
of urban dwellers moved back to the rural areas 
as the terms of trade
 
shifted in favor of agriculture and as urban-bias of government policy
 
reversed.
 

4.16 	 In Zambia, cotton and maize production rose by 20- during 1983-85, and the 
amount marketed rose by 55. during 1984-85 following price increases. 
Similarly, cotton production in Togo doubled during 1984-95. While it is 
difficult to separate the effect of weather conditions from the price 
effect, tne clear correlation between the level of commodity prices and 
agricultural output is too dramatic to ignore. 

4.17 	 Cross-country comparison reveals the same pattern. For both Tanzania and 
Kenya, coffee is the major export earner. In Tanzania, the share of farmers 
in the export price of coffee was only 40-50-. in 1984, while it was 90. in 
Kenya. Coffee production in Tanzania has remained stagnant over the past
decade with significant deterioration in quality, while in Kenya it 
remained buoyant even during the international recession of the early 
1980's and severe drought in 1984 (coffee deliver,es grew 7. per year over 
the period 1979-84 and actually increased sharply during the drought of 
1984). 
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4.18 	 In industry, the response to policy reform is not as immediate because of 
the long gestation period of new investments, and the importance of 
increase'd allocations of foreign exchange (which depends more on infusions 
of external resources than on policy changes at least in the short-term) 
for the importation of spares and raw materials. In Zimbabwe, for example, 
there was a boci in the manufacturing sector in the immediate 
post-independence period, not because of liberalization but because of 
higher foreign exchange allocations. Manufacturing output increased by 15' 
in 1980 and by 10 in 1981 and labor productivity grew at 17 per year 
because of increases in capacity utilization. With reduced foreign exchange 
al locations to the indsutrial sector in 1982, output declined. This is not 
to minimize the imortance of liberalization on industry but merely to 
point out that the short-term effect on industry might not be as immediate 
as in agriculture. Liberalization, particularly removing import 
restrictions, night in fact hurt before it helps, since most local 
industries pr txuce import- substitutes that usual ly cannot compete 
head-to-he;ri with iWorts. Imports of capital equipment, spares ary: raw 
material inputs would also bM, nore expensive after devaluation (most 
African currten: ie are overvalued ) and so increase their cost of 
produ, t ion. Twr, f(,re, mar i neff ici ent industries established under import 
restriction and overvalued exchangu rates right go out of business after 
1iberal ization. hov,..'er, these types of industries are a drag on the 
eConvy an, ^!i;,a'] their c losure migrt be helpful to the econor y. In the 
1onj-run t. i, will be replace by anMindustrial structure that reflects 
true f hr av- odiIlities anri is based mainly on domestic resources rather 
tha t, ;7! , , .
 

1.19 	 W-i. thr.,, (d..'., strorot". ind.icate the prilary role of economic policies 
in 1hO irn, ,ntive stru ture ar' hencrie on output, there are other factors 
tOt4! , have e , orfr 1itidtod against, the policy reforms. Weather 
con:itliri' w,,r: in ge 1ri .2du,' logthe past year and gro'th was from 
de' ' 'vI l .. , s .,:;i',t p rlI1, ascoot for the observed growth in 
ajri ,ltur 'l pr Q 7 !1 . Alnr, top dramatic turnaround in the economic 
PON,,"I AV f G,.w'. butres , at least in part, by large infusions 
of ... rvl ru', , in,. th ough the World Bank sponsored Consultativen tly 


i a long years. 
to ', ' fl' t, it i ;,rt.arce of economic liberalization is rct in 

n .ttr hiatus of 13 However, in spite of 

C. Are Rpefor,', Al 1 .re is to Growth? 

4.20 	 Sigiif icart econrn.i c ref orms are a necessary, though by no means 
sufficient, cLnqrit ioa for sustained economic growth and development of a 
vi srit pr ivate, sector, The absence of policy reforms ensures failure but 
ref..-: by itself doe:, not guarantee success. In other words, the fact that 
refro ,,are critisdl d,,. not imply that a country will achieve growth and 
ecornomi ncelb i.r,'t ore it under Iafes reforms. 

4.21 	 (ithpr inrr eM w'It b for success nst also be present and other obstacles 
beside, bi econr,:'.ic Vicle, mut be removed. A favorable international 
eriviroryiOnt fir Afrll's e) ports, appropriate levels and types of external 
econor ir as ni %t= P, iriL1ud ing debt relief, the deve 1opnient of effective 
reg ii orl I irT t-t S tnat reduce scale 1imi tat ions for the smaller econonies 
(arid tiat ir .l orb', nnrst of Sub-Sahara Africa) are also essential 
irgrf.dients for success. In addition, a stable and predictable political 
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enviror nent, increased legitimacy of leaderships, as well as the existence
of an institutional and legal environnitnt conducive to private sector 
developiunt are also as essential as the policy framework. 

4.22 	 There are also a host of long-term constraints hindering the realization of 
Africa's potential. These long-term constraints include a population thatis growing faster than any in history (leading to a doubling of population
every 20 years or so, only 18 years in Kenya) and that absorbs the
increments to output and increases the dependency on the working
population, nkjst of th eoi smal lholders. [nv rornental deterioration and
debasement of the natural 
 resource ba.e through deforestation,
desertificat ion anj overgrazing (part of the cycle of factors that
aggravated the recent drought) has also emerged as a major long-tern,
constraint, especial ly to increased agricultural production. Otherconstraints include manp;wJr and sh ill shortages (aggravated by a brain 
drain that, though not large by international standards is significant in
Afrrcan tort..! and a wja inst itutional structure. The interloclin9 web of
obstazles that males for "under,_velopmenPt" have to be removed if increased
inceritives are tc le .t:ihu,! with upprtunities and the ability to eploit 
ths' O rtu'1 tit', enhancL.1. 

4.23 	 Ho oexe,, after all this i, ;aid, the ir::;rtmce of reforms both in helping
t, o,,'orCa,-, the"s cortrarrts (by incremertally building a critical mass 
w ich ru t e: a'inst these corstraints) and in taking full advantage of 
whtevrer e tg, cannot be overempha!ized. Distorted ecclomic policies and
prio-ities n.t only cc 'w;,ril these constraints but also red.ce any chance 
of utili jr Africar's cn'nnaprabl- potential and ra ing full use of what it 
alreaA, i,. Th abnen:e of significant policy reformn ensures repetition
of pa ,! i Infr-' s griverninot expenditures when times are good -­
h're,I 	 dlr r), the cote Ib c i, Nigeria during the oil booxi -- reinforces the 
d,,,.ard S;,I r d I I b i t iMY,. Pol icies of import-substitution, import
rebt.iri qi an ! r 'aud, eKanh, rates that were designed to reduce 
e e,' ,al d*''. kt h ir! u; increaving dependence on impiorts, reducing
in r*,'tiv, tn, eqjwrt ani incrta.ing the dependency on, and vulnerability 
to, a cr ri; e-te,-riol ec'' nu ic environment. In sum, the creation of an 

Sea:iinvirnr, YAt of necesni y, requires the creation of a liberal 
esn ,"r en.' ri, re',,,t. WIt t it, foreign capital willi 
 stay aw.ay, domestic 
capi tal will eit,, leav the country or go into short-term speculative
rat ,.r tlha long-terms productive investments. Corruption and the lure of 
exh, rtitan! "rents" ge eratod by policy-created scarcities will continue 
unrhAJlrl de,pite all the mral exhortations to sacrifice and patriotism.
lnstead of e,;loitirrg its enormous wealth, Africa will continue traveling
down the road to furtther deuline. With policy reforms, there is at least achance that th people of Africa, as iadividuals and in communities, acting
freely t(. bettr thems.'lves, will unlock the considerable potential of this 
continent, 

V. PROMOTING AFRICAN ENTREPRENEURSHIP
 

5.01 	 The existence of an indigenous entrepreneu; ial class to take advantage ofinvestment opportunities is critical for economic growzh and development.
Without it, the creation of an "enabling" environment would mean little,
especially in regions like Sub-Sahara Africa where the inflow of
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~~~~foreign? investment is ,expected 'to be very;.small in ith1enerfte.A
 
evidenced 'by',the vitality of, Ilimited lfree' markets (ea -rparalltel), and
 

in. (ti - 1ralel) 'and 
entreprenheurial spirit 'is, stfgi Africa~as~itielwh, 
the vigor of its traders- even the, 'most 1n,,pleal pa 

4as Hw' 
the ma'nifestation' of .thiat,"spiri tin a 'modern ,business cotx.(se'ly
f6in-producti ve activiti es) ris Ilimited': by' ai ,,te, atrstaa o li 
busi ness oportunities in Africa. In adiint h:eisec o aeut 

* opporuiis the outward expression o euiO abilities are6fent'Ot'iisipre al 

j abilIities) (bol dness,. dynami sm, 	 Ei~d6 ie W,,;l 'ade#'ship-qual ities- to, ,ft'.-novel 

butr may" have 'channeledi their' energis 'into 'field (not alway/s econoic"-W'" 
priesthood, 'medici'ne mrren', etc.))on' which"'society-puts" greater value&'.ard 
prestige. In present-day Africa, many individuals .who may be potentially 

'" 

excel lent entrepreneurs and 'who have the necessary technical background 'May
have gonie into politics and the 'civil'.ser vice because these, had, until 
recently, "more soc'ial' prestige 'and immedit matria rewards. This may
have been reinforced by the general anti-business bias in'many countries 
during()the first decade of independence. The' fact that 'the government
controlled all economic levers and was therefore a: fa'ster route to riches 
may have been an added factor. However,' there seems' to be developing in 
most' countries a pro-business socio-political, enviroment and an increased 

f prestige' of the business profession. The current'' overall 'economic" 
difficulties: and the erosion~of civil salaries by rarant-service. 

inflation, in addition to the dwi'ndling of public sector resources,-may
have 	 contributed to the emergence of "an environment' conducive" to' the 
'development of a modern entrepreneurial' class. 

5.02 	 Despite the improved ~'environment, there remain numiber of .basic.a 

constraints on the full1 emergence ,of the entrepreneuri al potenti aljThese
include. a. shortage of financial "resources, especially foreign exchanrge,
the 'near absence of. capital 'markets, limited access to credit, poli'tical
favoriti sm in the all oc'ati on of. goverment credit and ;foreign exchange';: as 
well as lack'of information abo'ut markets, costs and sources of equipiqiit < 
and materi al. Cumiibersomne bureaucracies slow-down actions' and A'rustrateAthe 
honest and, dynamic' but "unconnected". individual.' An ucranlgl n 
administrative environment, coupled with politica'l 'uncertainty and~generalI
insecurity' in some. countries, have favored speculIati ve. and 'trading
activities at the'expense of long-term productive investments." 

5,03 	 The extended family and Its complex web of obliga'tions,K while often a.help 
in starting' a business, also discourages risk-taking (success' we' share, 

"~~ 

failur'e you lose), drains savings and' prevents capital. accumulatio6n, and 
thus hampers the expansion of existing businesses. Above'.all','there. is 

t
probably nothing as important to the developmient of entrepeneurship as the-
experience of seeing somebody' else do it:, put a deal;'to'gether,' map-out';the
market, negotiate with clients, partners and bankers,' etc. Considering ithe 
current state of" Africa's' dev'elopment,' this type 'of peene'to'-some
extent would 'have to come' from outside in the form of' foreign private -

* investment' (and 'with Africans holding. top managerial positions' in' Ahem);
However, private' foreign investment" has, been' declining~in the.past :decade
and is likely to continue' declining' for the foreseeable future for' all te 
reasons that also limit"'overall private .sector development." 

5.04 	 In spite of the obstacles, most knowledgeable -observers of 'the Afri can 
scene,' including IFC, have c'omie to realize that Africa does not, lack. 
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entrepreneurs and there are considerable investment opportunities. However,

the nature and mix of 
these investment opportunities as well as the type
and experience of available entrepreneurship miy be different froi; ,ore
developed regions. A recent IFC study 	 of 11 countries in Sub-Sahara Africa
indicates that most of the investment opportunities in the modern sector 
are small-to-medium size, averaging between $750,000 and $3,000,000, mostly
in agricultur-al processing and light manufacturing 
sectors. There is aiso agrowing nui:ber of indiqgunous entrepreneurs ready and willing to take 
advantaje of thtese opportunities. 

5.05 	As the largest international duvelopi;.rt institution concerned exclusively
with the private sector, IFC is naturally concerned with how to assistAfrican entrepreniurs in ekploiting those opportunities, as well as in
helping to increase the poul of local entrepreneurship. In addition to its
normal project-related 
work, the IFC, in cooperation with the African
Develop:ent Bans and UNIP, has established a new facility (the African 
Project Develop:,ent Fac ility) which will assist African entrepreneurs in 
screenirn 
 project idt.as, obtaining loan finance for viable projects and
idntif)iryJ son j., of equity and techrical partners. Another IFC facility
(le Atrican 1i.,, ; ,.ent Sevices Co;:aly),, currently being discussed, aims 
at bridirlg t ,e technidl and managerial gap faced by many African
cw";Aqe b tappingi. the worldwide reservoir of qualified senior 
executive,, d5SIStinj in the training of indigenous managers, and providing
s';,pmi't an! 
 a -up services to these companies. IFC has also recently
etat isho. a Forein Investm'ent Advi sory Service to assist member
developin; cv.in. tris in designing ways of improving tie i nvestment 
en .rirun .rt for pri vato foreign investors. In addition, IFC is at the 
forfru! of the privatization drive and would assist governments in
dewn 1;n an or..rlh, and effect ive trans ition of ownershi p from the pubI ic 
to tho private sectiir.
 

5,.06 	 1r. (t,1 : .. irvj A ar entre;preneur ship, there is a tendency to 1imi t the 
dl y,¢a ] tu 
 "P hrr sector business activities and western-style

mIin.tj.- t, h.. ver , tre vast "ajority of existing and potential
en! r,,; e, ,s cat i.t of traditional businessmen: traders who want to go
intr; ner sect ors an,: owe-rs of small camercial farms who want to raise 
prtorl Ivity. Th, deel , ;t,.nt of this type of entrepreneur would have more 
1", 1 1 sir:;,1' be, au',e they ((onstitute a larger portion of the population
than the edurtol, wi'stern-style managers. The latter might be the
 
cutt r e-jg- in terr'; of introducing new technolc gies, in obtaining
extern I f inanc in, a ri in i formi ng joint-ventureshi p with forei gn firms. 
But , they are too Y, all i n nuiber , and the formal pri vate sector itself too 
tiny, to have an ap;reciahle impact on overall economic growth. 

5.07 	 1"c ma Pir cr~c, or',nnt of the pri vate sector in Africa consi sts of 
sma I lMolder, an the sp. f-epployed in the informal urban sector. Increasing
the out put an, pr ndit ivi ty of these s'ctnrs is what developient (and
poverty alleviatirn) is all about. There is ample evidence that individuals 
engdged in these two sectors have been discriminated against through thecontrol led price 
structure, the set of incentives or disincentives, the
share 	in goverrnmernt expenditure and external finance, access to government
credit and 
public services, etc. Nevertheless, these sectors have managedtW gro¢ when the policy environment gives them room to do so. The informal 
urban sector, for example, has grown faster than the modern sector and
provirs a safety-net for low-incoxne urban dwel lers. Thi s 	 sector is 
characterized by ease of entry, intense copetition, simple technologies
that are locally-produced or locally-replicable, has low initial capital 
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requirements and is more reflective of the resource and technology base of 

the econcxcy than the modern sector. The smallholder sector has also shown 
the ability to sharply increase crop production, given adequate price 
incentives, input supplies (seed, fertilizer), and extension services.
 

5.08 	 The devel opierit of African entrepreneurshi p requires a two-pronged 
approach. Pronrit rig the modern ent repi neur who uses advanced technology 
and modern technical and managerial sills would be essential as the 
technological "cutting-edge", for dernknstration effect and to impart a 
limited "pull-up" effect on productivity. People learn the subtleties and 
intricdc ies of launching or running a modern business (or even ways of 
p'ittirio tthirKjs tcjother, arid different ways of viewing the world), by 
seeiij others 6,ing it, especially others with whor they could identify and 
with ho,r they have personal and sustained interaction. However, the direct 
iri4lact of such entrepreneurs would be limited by the fact that they would 
be few in nr',er, and could theni.selves be swamped by the inertia around 
them. Thi, is why it is alsi important to promote potential entrepreneurs 
&Tn4 the la rgf_ pool f the population. There are a large number of 
dyn1i' ic, intel I igent arJ innovat ive (within their scope and means) 
irv!i v 1iua I arr P.; c:, ll hold ,rs wrse eritre,)reriir 1al spirit lies dormant 

tbenea ti a so f foc at i n(j sheet of gover nirient res r-mct ions, arid wh. have 
1 i(r.1 ac ess to res(our es. 

o hair, or.09I, to rec lII tr4' produktion respcnse of sfiallhiolders in Kenya 
dcrin th. f ir'st Cdcade of independence with the conversion of the high 
pt e1,al a aii. fr(i e tensri ve use to SITal lhol-er cultivation, and the 

intr- X t I rr of lI r - yieldirg maize varieties. The very existence of 
rural-ur- r, r i gr atior in response to incrise differentials despite all the 

unic TIi r.)t Ie o i:1i ot ion i, a ref lestion of entrepreneurship. So are the 
ne, ur,,,in arrivals ;, start pedding sr, Ill quantities of products in the 
inf crr:: I- uri f i t r . ver , they do not have access to credit 
fasilitie, (:,, it e'teri;l or internal) and other resources of tie 
go ,,r"' [,-. l I d ) T or Se l d!', have access to thccin because of 1angUadg 
or Ct, t ' I : ' , t'an: atr, external resource, are at any rate sC ues tered 

b, .1 	 sector. these peopleby tri r,' arl thfl forTial But it is little 
ft, 	 'r' I' I I(J 'r, the se ff-tu-, lo,ed informal urban sector') who w t,i, ld make 

r t i, fl,'fr.' in %.+,' r-f'l c u brea L aw4ay from the current c , Ic of 
p ,'e , hr r ,r . por;etoates sr- 1 ernc Iaves of modernity whi cli beccOe m re 
isolIate In ',q, tImes ar d are engulfed by ecunorcic polems in had times. 

.10 	 ih. pr ti on of e' re,,rerietirs (existing or- potential) in the smallnolder, 
infonr.il irbar sector arid even aiinjg those at the bott(xTc end of the furmal 
sec tor ( te, CSalI tracer who warts to own a sma 11 workshop, the tire 
re;,,i irma who wants tco own an auto,ated garage, etc.) would involve 
nr;o ative wys, of ,tending tectnical and financial assistance, the 

reT v al of a i sc r 1i i t cry gove r nu,ent policies and equal access to 
qoer r,..t f .ilities. [ ist irv entrepreneurs are shad led by a lack of 
e ,,p, t m ,, on h,. t o put de ls t oge t her and provide documenit a: ion to 
1en,'', s. Tri, h v., I itt le ir,for;at ion on mar6e s, sources of equipment and 
mat r l c, arid tti rargi' of avail btile equi)A:eint, the different sources of 
f riiu irn. arid o aplyin for thers. 

5. 	 11 The 1,(. is1 reo!y arid wi 11 irn to work wi th Afri can Goverrnents in pro oing 

and c'.velopif nj Afr-i encitr epreueurship and managerial capabilities. It is 
UsUilly :iff1(uult an: reldi iv.y cost ly fur IFC to get involved in prcjerts 
below a certalnnit.hr J ,d (operatioril ly i5 million) but considering the 

small size of dj:,eStic Mr-ets in much of Sub-Sahara Africa, an exception 

- 18 ­

http:infonr.il


has been made. By June 1985, IFC conmitted about $700 million to ever
projects with an approximate 

150 
total cost of $3.4 billion which resulted in 

the creation of about 90,000 jobs. Projects financed were 	 in 37 of the 39
Sub-Sahara African countries that are members of IFC. More than half of 
those projects are less than $2 million. 

5.12 	 IFC intends to reuojble its efforts in Africa and devise novel wajv of
assistiny the small entrepreneur. lhe African Project DeveloprTent Facility
and the Africar Manq]rernt Services CompanV are two new initiatives 
undertaken with Africa's special circumstances in mind. There is currently
a lot of in-house di a yLe of what ese IFC can do, given its mandate and 
expertise. here is, howuver, a limiit on what any outside agency can do and
how far it can reach. Ult ir;atly iL is only the Africans, govermrerts and 
peopple, undor t he SOL i al objectives and specia circumstances of each 
country, who can du the job. 
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PREFACE 

The field studies for this paper were conducted in Ghona, C6te d'Ivoire, Nigeria,
Kenya, Tanzania, Zambia and Zimbabwe. The goal was the presentation and analysis
of public and business opinions within the framework of the issues raised in the 
terms of reference. The results reported in the paper are therefore the views of
businessmen, policy makers and other Africans rather than those of the author. 
The author wishes to express his gratitude to the various chambers of conUIerce 
and manuticturers' associations, private businesses and public officers who
kindly discjssed the subject matter of this study and provided him with the views 
and material which have facilitated the writing of this report. The author, 
however, takes full responsibility for all errors in analysis and presentation.
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SLIMARY OF RECO#*fENDATIONS 

A nunber of suggestions to further the growth of the private sector in Africa are 
discussed in the Report that follows. We present below, under some principal 
headings, and in each case in their order of importance, those factors considered 
most significant in the promotion of an enabling environment for the promotion of 
the private sector's contribution to econri c developjient in Sub-Saharan Africa. 

I. Ar i cL tural Development 

Post-independerce develojuent strategies in Africa appear to have misconceived 
the appropriate appr'oach to the development of agriculture and the role of 
agrisulture relative to indwstri olisatiori. The crucial role of the small farmer 
and the irir~'tane of lncreasing his or her output to optimal levels have not 
been ascordt'd adeqya to intel lectual and policy recogrition. As a result, the 
tho" i c t o ri,,It 1oIts for e onom i devl(f, o iment havre rema i red fragile and 
OvT r tIr hod. Irsi: t Ctase," thoe tounit ions have been fractured. Therefore a 
SU[(1'i ful tri.it ion to iriu",trialisAt ion, by whatever route - state, private, 
i rli pr us or t or"i.jr' - htI rot teen possible in most couritries. The remifival of 
thi- bay, i c(ristri iit i% orsi dered to be tti, most fundamental condit iron for 
devello(iort arid i r tie v i ,e, if [lost pelept the ful lIc ,ing mi nimal measures may 
pr ovi do te ap ro r iat ,or vi roknment: 

A co ncrted effort t,) m'bi Ii se puS1 ic opi nion arid public poli cy in 
fa,.,(ur Cf the pstd it IId the sm11 -scale farmer that will result in 
bet ter Ii nr betwe,' rura I and urban areas through increased road 
Immleaje arl! tr'1nisp ri At iri. 

enore (:,f f 
provide gi irrr ted ad(, enforceable iIi nimum prices arid guaranteed 
ac nss bIf-m r6 ot s for rural production, and adequate and safe storage 
faC i I i t ie' f or" Surp I u"s product i on. 

ii Tie ,t o iir 'revi able public and pri vate programmes to 

iii The irprivouroTrlt f the (rmdi t ions of life in rural ccAnm nities, such as 
better h ,usin,;, hotter health facilities and better agricultural 
edoC fit I Ori 

_joII. Thle Prim_,, Ifirn ,f tI n nO._S Busi nesss 

A succisstu , rtri, pJist- i rdeporndrce African econnmy is one in which 
busiries,os ari a: I. to carry out pr'foduc '.ion and distribution between the rural 
and urban su& io- eurrt poles, ir a fra,,mrk of stable economic conditions. The 
enabl irig erii roirt for irid I eris privote sector cortributions to this process 
is concr i ved at pr iwi: rj arij so(undory level,: 

!I the lr" I. 'd ( ategory are mea, ures to pr minote indigenous 
entrepren,,irdr .i ) at tie grass;ro(,ts l.vil: 

- ejals,,i s on(i ,e r- iale vgro-baed industries and enterprises tiat 
relate rior, c[10. , ly to the .truc ture of rural production and 
di stribut ion; 
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- management and financing facilities for the development of small scale 
rapid rural-urban transport companies, such as are seen in many 
suburban areas of Africa; 

- Public and private sector support for small scale financial 
institutions. More cost-efficient and better suited to the financial 
needs of farmers and small businesses, rural banks are better able to 
elicit their involvement and cultivate their saving and banking 
habi ts; 

- medi un sized agricultural ventures are possible in the indigenous 
private sector and can be developed through careful management and 
capitalisation on the lines of the examples fron Kenya (Para. 2.12). 

ii Secondary measures are designed to cope with the existing constraints: 

- an expanded role for specialised investment and merchant banks to 
serve the particular needs of small scale to medium size indigenous 
enterprises in the areas of business structuring, training and 
financial mariagement;
 

-a new specialised role for private institutions in venture capital 
financing and mn dgeoe t which will further both domestic and external 
capital mobilisation for small to medium size indigenous/expatriate 
involvements and interrnatlonal capital market relations; 

- better access to (Omstic credit through publicly supported mechanisms 
like donestic credit insurance and export credit insurance; 

- measures to liberate prices and exchange rates that would eventually 
legitimate certain "informal" aspects of indigenous businesses. 

III. The Envirorment for Expatri ate Enterprises 

The enabliryj envirorrient for econcondc development is one that will enhance the 
opportunity of eqatriate enterprises to utilise their organisational, financial 
and techn i ca1 resources to the maximum. The contribution of expatriate 
enterprises to economic developmsent can also be considered on primary and 
secondary level s: 

The primary cont ribut ion consi sts of measures permi t.ting the expatri ate 
enterpri se to relate more appropriately to the primary development need 
of the ho"t cormtry, They include: 

- the pr cc' t ion of the corncept of corporate citizenship. Corporate 
citizenhip rrcofjnises the symmetry between the rights of expatriate 
busine.,sse:, to the facilities and resources for optimum productiun and 
prof itabi I ity ad their responsibilities vis-b-vis economic 
devel opent; 

- the creation of faci lities iperiitt ing greater involvement of 
expatriate entrepreneurs in pol icy discussions and formulation. 

ii The secondary measures that wi 11 encourage greater expatriate business 
contributions to economic developxnent are those that help expand output 
within uistirng constraints. The important facilities are identified as 
follows: 
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a stable economic' anpd pliiaCimt, A uniously~conidered, the. 
most suitable enviromnifor expatat'e investment and -roducti ,,ty' 

k~ . yz. 	 mostre~o>1i~bea~le t n~~} ati of external resources a W 
~ of gji.iate earnings ;an, profit' a 1'4 ewo r, t at 

ensues~anetcontributi,to dometc ains 

"withoLut~egle'cting their~repn 	 slafitleoi~ 
ibi s fo~~~rlclsafdvopet 

The wides'pread nature, of admini strative controls i n Afri ca and the devastati ng
e"'f t hey have44had 'on productivity,. cost, "'nd 'business conf idence wlI4I be4fect 
di scussed later, Nevertheless, the following points should 'be'mnilned here:

I Evidence fromlfrancodphone44Africa4 iniae htexhn'l rI 
in the 4four, economnic sub regions ,.of, Afr4 ica ,(WsenEaster,.Centr~alPand Southern) is a vital 'pr'econdition f~or -the -liberal eviro'e i 
which production and trade can expand. ,' ' 4 

ii A non-di scrimi natory busi ness'aid' investm~ent code "fosters4;pri vate ,sector
capital iinflows -and product'ivity: more',effectivelyi. than codes tat
 

distrtaxaionandproduction by'favouring' ndigenous, enterprissodistertn tax exemptin, to expatriat'e'entrepreneurs. 	 ssor
 

iii 	Deregulation and' denat1nalis tion 'are rstil4l politically:- sesitive
issues in miany countries in Africa. Nevertheless,'the prilvate sector i ,!1
Af rica -is encourt-aged by t he di scussion 'itsel f,' and consider pfrloof of
its pivot al role 'in:busi ne ss. Other observers se tIas"- n ndication of
the desire of govermients. to come to grips wth~afdame t ' l m i 

. post-Independence African developmient. 

4 	 . 

4' 4 	 4 



fh 	 r'6'.: has "een' a tendency in'developme~nt literature, 'when referri gto"tb 
~ivate secto ,inA ica toex Oe tedyam'ic, impct o~fne'-a",t 	 a;~yt
 

cTr~ 1'4 shoquld beaded ttheh~been~a ,'s of egect'ofmi""a 
prip o 'ay:ut ojjr oo andfor export' is ,carri ed out -by sm 1 s'ca1e i' n 

peasant fJarmer.' F6,,t hif or o Ieffe t ~i'ediest i c and 'nt' a'-re gjona1
-1o f io- -has-en unetaen- byec l ' o t an 

pri	vate. trars. The ',def ijfi o o(the prlyate sect t6.-- tt s. adopte
thispper.,therefor includes' the: activities of, i ni le9 no u s'pd~cer ntraders, often derogativ ely refer red tora ' 'inforPI sctr hos 

contitjbution to the ,tjieory and practice of 'developmnt economl &2s has yet t' 
be adeutl stde 2.~ 

1.2 	 The private sector that is considered in thi s paper therefore includes thle,
lopration; l al,61economic' sectors, oflre- l mulijniational *compaes,,
11n .',A-in<frica,sa IIer scale 	 esoreigngnou seneI toi mediuur 
scl.enep se, nd I Isca e,household peasant -anml 	 and tradii 
agri cultural units 1Insome expatriarte Nenterprise operate, incases, mIa~y 

S partnership 'withI the state.: In. soe'Oit' s small~ scale indiigenous~ 
,agricultural opatiobis, may be grouped ~&into coo6 eativ~es jor rural 

communities. are deemed to be within the private sector.,Ths8soit 9s 

1.31 An ealn environment' for private busines cnrbutionto social and 

C6 inAfcwenexisen 'the,~yt ofcno 
~arnd the rules anid cnentions 'reguIating~busns operations .pe rmiit thle 
prvtrsco to rdJ ijse~ production 'at. appropriate mparket prices. The 
cocpt'f 'appropri ate pr i hrb~sue ta' pi-lpiigat close 

S to~marginal :.mark~et. cost will1 lead to the accumul'ati on 'of 'surpl uses from~ 
~-.~ which future4 investmen~j cn6possible. The:faVo0rable atmosphere for a 

mxiumj1 con t.ri but ion. b the ~~pri vate, sector '~t 'i a4l~ and ,econ~omic­
T~ 4 ~,4~evlopiet s therefore. defined 'as that which lead to m~aximum ut"pt

~'~~profits and savings by, businesses an iniiul ntepiaesco n 
;~~which dirc surpluses for furtherstimuilates te-irc'o use" of 


production4 inthecountryorfor th efreo h cutry.
 

1.4 	 The need for this Kind,! of inyestiqation is only now being -seriously,
addressed. Last. year,4,,Te,.UrganIs at ion of, African Unity WAUdiscssete' 

4)'need f0 'fre sh!, look. a'tpo'teit i aI pr i vate sector' conti bLut i ons to -economj C 
~de~elopiient'-in' ~fic ~.In :recent months other mu ijlaterial institutions', 

~4have:'al so, made sinfca'' 'dacsi~h di io' of. the role of the 
~4~ri~teseto Th~Wr~~a~nks Word Development',Report 1985" pointed ouit 

1.lLord,:,(P.TVBau'er .'Remembrances' of 'the Past:': Rtatcing, Fir'st Steps"kin 
SPone rs in~Development, (Eds)' ~Me1e r.aand Seers,'' bx-f'rd 1985;"'.Page 37.~ 

2. -e57 reuse ul~s tudies'on.,this subj'ect: 'Wlteri-Elkano I g 	 "The Economics 
4~of ,Shoe -sjipnhg i n Na robi%Afri can ,Af fairs Apr il1 1982' Jane6t Mac fe,"The,

Second 'Eco~n i'rjh Zaire- .African 7Attairs Jul' 1l98'3. M. ,Roemer "'Se.gmiented 
4mark6ts ,What .Case- 4 for Liberalizatioq" 11IDtrHarvard 1l984 ,Unpu~bl'ish6ed,

~4 Adjepong Boteng 'Rational Expectations n , xc an Markets!!QOxford A Sc. 
'~+ Thesis> 1986,. El 'May'"Exchange Con'trols _and'4Parallel, Market: 'Econo'mes' in 

Sub-Sahara Africa. WBSWP' No.7llWorldB60 (Upbihd 1985, 

j> ~~4-4~ ~. 	 - ~ 443 44 4 '>4~~~ 	 44 .4,'45 
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tha;' 'v "anl p contieshaercentl mY~ade policy reorsthat~amongoother, g oescp o prvaesectoracivities. They have2' e~r~ce~iVAals &s' become 1endinig b&banks 
has ; 3.J I tdeclned" vein, til Internaiona, Finance Coj po.at.ioasia 
~I~FC has observed that: 'Devel opment throgh' he~priv~ate sector is,beiniggiven increased p-if ii 'number of developi'ng courntri es, Unsat isfactory
results of some ublic' inevntos cobnditj7'nabi 1ity t .'cntiut'.~
?finan~ce them,~ar.lading some ovenilientb4 ,d it th pi cLpri vate mi in:p
~teireonoiies muore th aesector" ' 4, Inthe~rspecifjc case oftoad ' 

eSub! A Il Fi 6ance Con' s 1985 AnnualAa h
Repart_._ st d__" an-of-- h6r countries- see- that tht eir- pr ivat e,ion 

2The ~ oeg~ beoe ~ rvn,S.s~5- Inentoaalso ~~~eetetFnac ~ ~has-ietivsmalso,~ joined,+,'the United,o"'Nationsr oprto ~ n I 
Developmn ,t' Programm&le:1,i preparatory studies, for, an African.-Project~
Developmnent~Facility""which'>it is hoped". "will1 help African eIntreprene, rs 

, ~~47~:~ develop new buisiness ventures" 6. The IFC has also begun discussions with
private companies andj public agencies about an African Management~ Services' 
Facility which would contribute experienced management to new and existing
W"businesses., These) initiatives are highly~ significant: the- envisaged
structures' could well make an effective con~tribution to the promotion1 of ~ 
indigenous private bu'siness inSub-Saharan' Africa, 

ose V IAOU1.6 Although the Afri can Devel opment Bank (ADB) 's involvement in, the promotion
of private sector business on the continent 'has been I imited;<it has~
recently carried out a review of industrial developmient inAfrica duringi

last twenty years with a view 

the 
'to formulatingI a 'new intervention policY"approach. One of the conclusions the ADB has drawn from the review.,is that ' 

"there seems to be a growing consensus in (its),member states to pay mnore,
attention to the private sector" 7.' This consensus isemerging for different.
 
reasons in different countries, but the' most important "reason is the~h~avy>
external debt burden resulting from the performance of''state industrfial 
enterprises.
 

1.7 The ADB also affirms that the economic crisis has vindicated the policies~of
those countrieswhich have not sought to h'amstringthe private sector: "the' 
empirical evidence from ,the ,opposing ideologies in Africa lead- to .theconclusion- that we. need to pay more attention to" the~privte sector!',i8'.'
Having drawn this conclusion,, the 'African Development Bank feels that ,thas\
 
to re-orient its ownrinterventions'to take the trend' of so6me of 'its mr~ember 

account.> send,, twostates in' Towards -tis, important. questions,: ha've beenraised at the ADB: should the ADB create an 'affiliate similar ,to 'theF. Afc~* .whi ch would, be. entirely, responsible >fripanci ng "pr~i vate sect,9r'for

enterpri ses? Or shoul d the ADB' use i ts existing istructures ,to make loans
available to the pri vate sector on a non- govermental recourse basis?2 

3.World Development Report 1985.:Page 125 

~~-y~4IFC Annual Report 1985, Page.9.­

5. Ibld Pag0 L13.­
++++#+ +++ +++++'+6 'I : +'++ ; , A 4',C++,++6. IFC Annual Report 1985, Page 13.
 

+" , ++' Interview March + 1" ' : +'"1 ''-++ 7.N. N. Susiungi, ADB. . . . . . . . .. +;++ +' 1986.. . . ..... ++++ : : ++ 
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Whatever the answer will be, the current debate at the African Develolinent 
Bank underlines the need felt in Africa to facilitate effective private 
sector contributions to the soc io-ecOn(,iciC devel ulilent of the continent. 

1.8 	 Recognition of the need to prcxiote the priate secgor is vital to Africa's 
future develolpiient, and the proper' conceptual isation of strategies for 
achievi rig that objective is imperat ive. First, the limits imposed upon 
private sector develolinent by current development strategies need to be 
acknowledged. Second, the role of the pri vate sector, in a "liberal ised" 
develotinent context which takes both agriculture arid private business into 
accuurit needs to be spel led out. lii s study di scusses the eiab Ii ng 
environment in the context of present constrairits arid also suggests ways in 
which I iberalisation could be proiioted. The results of the eniuiry are 
presented seiarately fur the different components of the private sector in 
Africa. 

2. Private .'tu' Ar)' I _!tri in Hi_storical e'.,pective, 

2. 	1 Tht, pkA-rI. ticrict. phaise of African econxri c history has been turbulent, 
coin: I,i nIt,; ,,1 t !I ;;j r o r ._,'als in the world economy arid involving major and 
(it yrjr e f i t,', t M . oin::i duvelupmeri t. Some successes have been achieved 

.i1 s C 1 , bit there have been major fai lures in others. It would 
tirre 'i1,,. i r, to amaly,e the enabl ing environment for effective 
pr ivott. .- t r c, rItrib ti on t(I development in Sut-Saharar, Africa without 
p1 adin.; t,, d'i , U r, in LIhi toiri(c.1 perspective, arnd draing attention to 
tilL' di tere . in mth , and in performance. 

2.2 	 Th t bei t _ rir tit ri of (,vel i eit in po' t -irdtpendence Afr'i ca deriv s fr-om 
a sc ,1,I )t toi,, it J ld a:, or gin ised modern economic thought itself', 
stuirtir; ' wit' ,a .',t art 9, thruugih Ad m Smith 10 to Arthur Lewis II. It 
stCi.e': r ' 1, ''i;ily th t th pri ricip l limit. on tfhe rate of deve1opmert of 
rIr,n j r0 1 r. in th( initial stagef of econocic growth in the 

Ii a irt, it, prodctivity of farmers wioseot, 1 marketable 
s r; tV., br' It:_ (Puri'(, t Lu ani e tern markets are exchanged for dollmest I 
manfa.tor.', an..F ir1Jlet1,',. the evolution of successful busirness in the 
irmmoed I a t , V t-inA',ru Itt period in Africa thus cannot be considered 
viable Un lets it. iS bds,_d on the steady expansion of agricultural output at 
a ratc. CA'>"',ra te with tatioc. Tis rule inviolable, theThierni is whether 
oidte(. 61,'' ,o -_,fi i , Ive-, ,tate-centr ed a privateof 't. 	 moderni sat ion, system, 

or 	 I seli-mii('iint ecomcty emphasi sing manufactur i rig for the domestic 
mar 	 it (r f or' e.'y r 

2. " i r b tK Iow i ,ie n, mi d 10 irc0(u1e Su!)-Saharar, Afri can countries, the 
at.tef,'CJ to, i I)! .tr i IlI I i:n the earl ier years of independence general ly took 
perI( ot' (iv.r tI!, if fort to irurrove ag ri cultural output. As the 
arcr ciI tur'l f (,,., t iofi, ot the African eonom'ies have beer. eroded in recent 
y'(IrS h ji irl 4:,. 1Itt' ri( irlg, excesS tauotiori arnd fragrientation, the 
indutstr i I tt ior t ir ,.t h iievi t b ly suffered (table I . Tie countries in 

9. Sir ,amr', ,teualr't "A., [fi tir1 into the Principles. of Political [conumy". Book 
I . t ncndonr!1 , , . 

10. 	 Ada!;; Smi t "he Wea It ft f Nat ions" Bool I :I Chapter 1, London 1776. 
11. 	 W. Artiir Lewi s " Ihe iherry of Economic Growth" London 1955, See also his 

"Re;iret on inrtdc;trialisat ion arid The Gold Coast.", Accra, 1953. 
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ouc sanple in which agriculture has not been neglected, Kenya and C6te 
d'Ivoire, are also those that have been relatively more successful in
industrialisation. There are of course additional reasons. Where agriculture 
has been penalised, for example in Uganda, Ghana, Liberia and Nigeria, there
 
have been corresponding failures in industrialisation. 

TABLE 1
 

Growth of Agriculture and Industry in Sub-Saharan Africa
 

(Average annual percentage)
 

GDP Agriculture Industry
 

1965-73 1973-83 1965-73 1973-83 1965-73 1973-83
 

Low Inccile 
Countries 4.2 1.7 3.1 1.2 6.9 0.6 

Ex amp l e s: 

Ethiopia 4.1 2.3 2.1 1.2 6.1 2.6
 
Uganda 3.6 -2.1 3.6 
 -1.6 3.0 -10.1
 
Tanzania 5.0 3.6 3.1 2.6 6.9 
 0.2
 
Ghana 3.4 -1.3 
 4.5 -0.2 4.3 -7.0
 
Kenya 6.2 3.4 12.4 5.3 12.4 
 6.3
 
Togo 
 5.3 2.3 2.6 1.1 6.2 2.6 

Middle Incicne 
Countries 7.7 1.4 2.4 -1.3 17.7 1.0 

Examp les: 

Liberia 5.5 0.2 6.5 2.0 6.2 -1.5
 
Senegi1 1.5 2.6 0.2 0.3 3.5 
 6.1
 
COte d'Ivoire 
 7.1 4.7 3.7 4.0 8.8 7.4
 
Nigeria 9.7 2.8
1.2 -1.9 19.7 0.3 

Source: World bank (1985) 

2.4 The prirmry constraints which the private sector has faced in the 
pr ,t,-i ndependence African economy can be further interpreted in the 
framejri rk of the Fei-Ohkawa-Ranis model of the historical evolution of 
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developnent from the pre-i ndustri al state 12. Based on this model, we have 
estimated in Table 2, for three countries in our sample, Kenya, Nigeria and 
Ghana (with Korea for comparison) the phases in the transition from primary 
export expansion to secondary import and export substitution. We have also 
estimated in Table 3, the phases of stagnation and decline in two countries 
in our sample. 

TABLE 2
 

PHASES OF DEVELOPMENT
 

A 	 B C D
 

PHASE KOREA KENYA NIGMRIA GHANA
 

0 	 Before 1953 Before 1962 Before 1960 Before 1958
 
Traditional Traditional Traditional Traditional
 
Export Export Export Export
 
Expansion Expansion Expansion Expansion
 

1953 - 1964 1962 - 1974 1960 - Present 1958 - Present
 
Primary IrTfort Primary Import Primary Import Primary Import
 
Substitution Substitution Substitution Substitution
 

2 	 1964 - 1972 1974 - Present
 
Primary Primary
 
Export (Minimal)
 
Substitution Export
 

Substitution
 

3 	 1972 - Present
 
Secondary
 
Import 	 and Export 
Substi tuti on 

Source 	 (:,orea): Fei. Ohkawa, Ranis (1985) 

2.5 	 In the initial pre-industrial phase of developnent ("0"), import capacity is 
dependent upon the developnent of the country's comparative advantage in 
primdry export cmmo(dities. Savings from these exports help finance 
modernisation, and the surplus incomes of farmers sustain the market for 
imported manufactured non-durable consumer goods. A country makes the 
transition into Phase 1 when an effort r, made to employ savings from 
primary exports for primary import substitution. The duration of Phase 1 
depeids on the availability of fundamental resources, mainly land and 
labour, i.e. the potential to extend the programmnes of import substitution. 
An importdnt condition for stability in this Phase is that primary
 

,2. 	Fei, Ohkawa and Tanis (1985) Pages 37-41 in Ohkawa and Ram's (eds) "Japan and
 

the Developing Couitries" Yale 1985.
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production steadily increases, reaching the level necessary for 
modernisation. Ihe empirical evidence indicates that population pressure on
the land in the countries of the Pacific Basin has enabled those countries 
to reach optimum levels of agricu !! al prouuction faster than in Africa.
There would seem to be scmie evidence, therefore, that a better stimulus for 
countries to move up to Phase 2 (Primary Export Substitution) may exist when
the limits of productivity have been reached. There also seems to be some 
evidence to support the existence of a secondary stage of transition in the
agricultural phase, requiring a certain level of productivity in peasant
sma 11 scale production before the transition to improved technology and
generalised large scale commercialisation can be achieved. These levels have
scarcely been attained in Africa. By a variety of methods, all African
States in the post rindependence period have tried to move from the primary 
stage (Phase 0) t) trin import substitutior stage (Phase I). They have,
however, met with varyirg success ii Phase 1. Some have experienced limited successes in this import substitution phase, especially those that 
ma i ntai ned thei r emphasis en agri culture, such as CUte d' Ivoire, Ktfya,
Cameroon, Botswa!na aNd Zimbabwe. Among this group, some countries have
recently tried to Kove into the export substitution phase, i.e., the
substitution of manufactured goods for primary agricultural exports. 

2.6 	 Anotner group of countries has not been able to increase primary exports
largely becaune of domestic and international price factors and neglect of 
agi iculture. lhese countries have been condemned to stagnation. In most 
countries that have, been t-'.toped in this way, substantial population shifts
have tended to place a greater burden on the relatively scarce primary
resources. it, large majority of countries in Africa fall into this 
category.
 

2.7 	 A sma 1I, oijt increasinq number of African countries fall 	 into a third 
category, chara(terize, y stagnation and 	 decline after significant and 
protrac ted falls in prim:' export production. These countries suffer from 
low real producer prices caused principally by excessive taxation, adverse
internatina l markets and overvalued exchange rates (Table 3). Tanzania,
Ghana, Zambia, Uganda ard Sierra Leone all fall into this category. They
have 	 been trapped in Phase I, and some of them will need to return to the
initi a Phase (Phase 0) ard reconsolidate their primary production base 
before p otress ran be anticipated. 

2.8 	 lhose countries that are caught in the stagnation and decline trap. Phase 1,
and for whi(h there are rio foreseeahle prospects of transition into Phase 2,
exhibit certain cumn characteristics. First. they are all crippled by very
reduced inifort coip)city. lhis handicap Te-a-s, in nst cases, to restrictive
exchange policies arid exchange rate instability. Associated with this 
problem is the develoIrnt of "informal" markets and the consequentsririnhage of he ft rmil markets. The second general characteri tic is the 
reduction in prodUcti,,e capacity. The loss 6f production has been traced to 
two s0111,,: the curtail ment of factor inputs into import-substituting
indutries, arid reduction; in primary production resulting from the neglect
of that se:ctor. PH! interaction of these two factors usually generates a
dynamic dc lIne especi ally where it is linked with the third characteristic,
namely, the re-lo:ation of large populations in the process of 
import-sum;stituting industrialisation, in preparation for the ill-fated 
transition into, primary export substitution (Phase 2). Most of the 
constraints thait hamper businesses in Africa in the present period originate
in thes, throe basic adverse conditions. We shall call these the "Primary
corstrain ts !hey are 	 the results of the failure of the deveTpnmeT 
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process, and are well oitside the control of businesses. But depending on 
how businesses respond to those constraints, the burden they impose can be
 
lightened or exacerbated. Secondary constraints emanate fro)m these primary
 
constraints, and affect businesses more directly. These constraints are 
found within the framework provided by reduced import capacity, reduced 
productive capacity, and the rural-urban migration phenomenon.
 

TALE 3
 

PHASES OF DECLINE (CASE 0)
 

BEHAVIOUR IN TRAPPED PHASE 1
 

PHASE GHANA 	 ZAMBIA 

0 Before 1958 	 Before 1Q60 
Traditional Export Expansion TraditiJnal Export Expansion
 

]A 1958 - 1975 
Primary Import Substitution 

1960 - 1974 
Primary import Substitution 

lB 1975 - 1979 
Primary Import 
with stagnation 

Substitution 
in production 

1974 - Present 
Primary Import Substitution 
with stagnation in production 

1C 1979 - Present 
Primary Import 
with decline in 

Substitution 
production 

The foregoing analyses enable us to investigate the constraints and the 
enabling factors for agriculture from the experiences both in the less 
successful countries and in the more successful ones.
 

2.9 	 In countries in which agriculture has failed the following have been the 
common constraints: 

(I) Public policy has failed to raise outputs to an optimal level. 
Particularly in West Africa, this is largely the result of the 
inability to develop the feeder road network linking the peasant 
producer and the consuming centres. Yet evidence suggests that an 
increase in feeder road mileage has been the principal catalyst for 
rapid incredses in peasant production. There is also evidence that 
guaranteed prices and markets have provided a greater incentive for 
raising peasant output at existing levels of cechnology than
 
fertilizers and high yielding seeds. 

(2) Public policy has severely penalised egriculture. In some countries 
this process has resulted from a shift in emphasis from agriculture to 
booming non-agricultural sectors and associated services. The case of 
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Nigeria is a classic example. In Ghana price colpression, particularly
in cocoa, was the result of high government taxation of that sector to 
finance the at teI4it to expand social infrastructure and 
industrialisation. Between 1950 and 1984 cocoa producer prices in the 
al -peasdnt pri vate sector in Ghana fell in real terms by an average
 
annual rate of 5. In that period Ghana cocoa farmers, on average,

received less than 30 of the market prices ol that production. Similar
 
trends have been observed in Uganda and Tanzania. By contrast, in the 
same 	 period Kenya coffee farmers remained a major claimant of the 
proceeds of their production, receiving approximately 90, of the market 
value of their production. 13 

2.10 	T1e constraints on peasant agricultural production and develomient are 
largely at the "political level, in systems where the smal 1 cultivator 
carries little pol itiCal weight" 14. At the same time it has been clear that 
the protrx-ted penal isat ion of 1-rto'c ,e has led to producer withdrawal from 
important sectorsof agJricul ture, often permanent damage to the agricultural
infrastru:ture, anrl consmequently serious disruptions of growth in all other 
s(tors 0f tht. ecooI( . Conflict between the devel olrent objectives of 
Govrnlimnt antd the prof it objectives of producers cirn thus lead to 
funIdam,ta I ',e 1 pliieIt problems. If political weaknesses of small farmers 
Ie ve yover Ifni t - a free hand 15, to exact ofi sproportion ate taxes from their 
agri cultura I setr-, 16, thIn successful transitions to iIdustri ali sation do 
rIot ta 12 l ce.I'. puIl ic pol icy enables the farmer to retain a significant 
sh are of hi , ma r4it price and reduces the fragmentation between the urban 
and ruralI, r then agricultural foundations can be consolidated and 
er ljrqe..! in s(p;,r it i nidust ri a isat ion and moderni sat ion. 

2.11 	 The ft tort to ircreo,,,, the prod, -:vlvity of peasant agriculture to optimal
le-vek In the trin',ition to, wider-cal c(imercialisation would appear to be 
corioat itlI with t v I ofe p. Irale dev.l onent large scale commercial 
agij . Ii , , . rcr ha tbcorn observed in Kenya and Zimbabwe where theT,, Ihi 

c1:7,, e i! f,r er ha',, thruNJhouIt this century, had considerable political
wei i I I , n Itra.t wi t I -asi rt farmfners thee- and elsewhere. It ha,. also 
bee ,W ,"r v', ir SI'we Count r ies tho ini tiat.i veas in c Irm.rclal agri CUl ture 
are Ia gI-,y uridrta en hy personr, with other ful i-tiw occupation' or 

v,!,wcre 	 mohi lise neededref ! p ,,s who, better able to 	 capital. ;hey have 
beon h ,.r, hndi(, p pet by i ne xperience, inadequate iovWlvm t and 
inIsit f ii o'iIlprvi nn. 

2. 1Z 	 One (io it. I o,. (v[;irtrc al anis 18 whi ch f aced these problems in the early 
p, t-lire; . I I' , [period in Nenya has created an A r 4cultural [state 

ry
;uJI: i Iti 'dI whic h provides a service to crxnmerc iaI farmers 
df, I tjfo oveIcri. these hand icaps. I he farms managed by the company
currenty pr -Iduc appr u, iiiately 16 of Kenya's coffee and include large 

13. 	R. 0. ttes, -,,I',ays (in the Political LconiRsy oifRural Africa" , Cambridge
198i;, 	p. 1 . 

14. 	 W. Arthur I ewi in ''P orieer. in [Jvveloiint", htier & Seers, Oxford 1985, P. 
128 . 

15. 	 P. H. aiBat's, d.
 
16. 	 With i ne stis 0,,rind arid ela, tic supp!y, there can be little, if any, rent 

which cal ie creared away In taxati on of the small farmer witLhout seriously 
erodirnIhi, profits and working capital. 

17. 	 See P. H. hit's, Ibid, on tenya. 
18. 	 ihi 5 operation is a subs idiary of Standard Chartered Barn PLC, Nairobi. 
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farms collectively owned by other small farmers and peasants, who benefit 
from the company's educational and extension services. The company also 
manages large pineapple plantations and cattle ranches. It provides
 
irrigation, electricity and road infrastructure, along with ready-made farms
 
for new clients and part of the capital cost. This is a service which our 
survey found would be favourably received inmost African countries provided
 
it 	 also gradually introduced younger, trained farmers into larger scale 
modern agriculture.
 

2.13 	The opinion of the Executive Officer of the Kenya Association of
 
Manufacturers provides an excellent sunary of the agriculturil constraint. 
When asked what, in the collective view of the Association, constituted the 
best environment for the expansion of industrial production in Kenya he 
answered paradoxically and unequivocally: "The measures to increase 
agricultural production are the most important to us in the Association. We 
have observ.d for a long neriod that in the years of good agricultural 
production, manufacturitiu output has also increased in response to higher 
demand. It. is in that ccnmon envirornment that we see growth in 
industrialisation' 19. Ironically many of the peasant farmers we interviewed 
expressed the wish to be freed fro m the rural poverty in which they were 
trapped.
 

3. Ap 	 r(pri ate Ev. Iut ion of Indienous Business 

3.1 	 From the foregoirg analy, is it can be seen that the growth of African trade 
and irn 1 should evolved in tandem with the development of theistry nave 
agricultural Dan. the pace of zhe latter determined by relatively more 20 
or less balanc,d 21 strategies. In the latter option, stronger foundations 
and fz,,cter increases in productivity were called for. This ideal situation 
however did not occur in a large nunber of cases, for the following reasons: 

3.1.1 At the end of decolonisation in the early 1960s large expatriate 
crmtimercia enterprises were already established in the urban areas, 
thriving on international trade and on central government activity. 
lhe post-independence successor state considered this sectar the 
vanguard of "developmnent" and supported it at the expense of other 
sectors. In many countries indigenous public and private commercial 
enterprisec were encouraged in competition ,ith the expatriate firms. 
In a fewi cases expatriate enterprises were acquired and expanded. 

3.1.2 	In most cases import substitution industrialisation strasegies were 
adopted. The businesses involved were those expatriate firms that had 
been engaged in international trade, and the products locally 
manufactured were those previously imported. Largely, therefore, the 
inter-industry linags that had been hoped for 22 did not. 

19. 	 Mr. J. W. Kuria, Executive Officer, The Kenya Association of Manufacturers, 
in an intervi,w1 with ,J. H. FriMpong-Ansah, April 1986. 

20. 	 Rosenstein-Roonam ard Arthur Lewis. 
21. 	 Albert Hir-chr n and Paul Streeten. 
22. 	 Hirschman "The Strategies of Econmnic Developnent", New Haven, 1958. Also 

Hirschman "Essays in lrespassing - Economics to Politics & Beyond', Cambridge 
19'i. 

13 ­



3.2 

3.3 

23. 
24. 

materialise 23. The principal actors in industrialisation therefore 
remained largely the alien middle-size business or the large 
multi-national. 

3.1.3 	When goverriients intervened directly or assisted new indigcnous 
enterprises, the general trend was to replace or copy the style of 
the enterprises operated by Europeans and other aliens. Thus 
throughout Africa large indigenous state trading enterprises and 
mediun size indigenous comrpanies in manufacturing, trading, banking,
insurance and transportation, emerged, primarily to serve urban 
interests. Many of these enterprises operated inefficiently, whether 
under state subs idy or various forms of patronage. Thus the 
devel opient of efficient, Todern post-i ndeperidence econcxnies with 
businesses integ:rating the rural and urban populations in a single
unit has not quite taken place. It is achievement of such integration
in a stable economic envirortneht that should be the primary objective
of develoIment strateg es in contemporary Africa. 

An enablirj envirorment for indigenous private sector contribution to 
development cuuld thus be said to consist in two categories of measures 24: 
those foteri ti primary development, and those that would minimise the 
constra sin irrqosed by present development strategies. In the former 
category wuld be meancures for the promotion of agro-based industries, 
smaller - le ertorprisec, that are mcire closely related to the structure of 
rural pr 1d,rl( i and di-tribution, transportation services linking urban and 
rurai centres, a finoncial structure that caters to the needs of the rural 
sectors, (e.g., rural banl ing, and facilities for the marketing of rural 
products n With th, rutal and urban areas). The category of measures to 
reduce c tnti (_; Con',trdints includes management training schemes, improved
relations with oanis, encouragement of cooperation between indigenous and 
e piai1t eutreprrteur's, and deregulation of production and trade. 

Aq,'b so d .r.u'trie. At et s to reimove the fragmentation that has 
(Ti s'iTr ,.,! , U l -Til produc t i(n and manufactu ring i n Africa, have i ncl uded 
effor t invnve marufacturing in agriculture generally or in the 
prod. 'n of raw mdterials. At the more liberal end of the spectrum,
eLa It at'! !X:; 1 scale farmers have been offered guaranteed markets and 

pricrn for their output by governments and manufacturers. Very rarely, 
howe'ver, h,, thL atte~t at backward integration been successful. In most 
case,, cost structures, technological design and installed capacities of 
ex.int in in d tries have been inappropriate to local production and cost 
Strutture,. Kr e.ampjle, the cotton textile mills in northern Nigeria, 
Zimbabwe and Uganda are more efficiently based upon indigenous cotton 
production than the mills in Cbte dl'oire, Senegal and Ghana, even though
the marlet for te/tilsc in the latter countries are well developed. The 
grer,ost sin'jle problemn that governments have faced, in their attempt to 
roselv thi', fr rjmeri at ion has been the determination of priority in pricing 
,nl iy. King term econmiic develoinent is obviously best achieved through 

ma ,ima111 i.(ur clj. ,_Ftt for the farmer who produces the appropriate industrial 
inputs.%, and trnis i dote by incentive cost.-related prices and guaranteed 
imaretc; in the pri od of growth. Yet tile short term interests of urban 

A. KillHO "5evelojinrt Policy in Action", St. Martins 1978. 
This categ -ir.ation fialIs within the framework discussed in paragraph 1.7 of 
the introduction. 
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dwellers, labour unions and biy business pressure groups do not permit 
public policy to adopt appropriate policies such as the rationalisation of 
faulty industrial structures (with urban unei jloyment consequences) or the 
adoption uf cost-related incentive producer prices that would reduce the 
econ 	mically irrational subsidisation of consumers by producers. 

3.4 	 Promotion of Small Scale Enterprises. More formal recognition arid support by 
go-T r,1 -nT-F --s-m IT-d i_,-- -r5 -- e so called "informal" sectors of tile 
African econiiiy is vital to better understaandi ng of the vertical 
subdivisions of African economic activity, especially trading activity, and 
their contributions to econrric growth. Such support would recognise tile 
capacities of indigenous businesses to adapt to the scarcity of capital, to 
shortcomings in admiinistrative skills and t.o econcmi c stagnation (via 
part-tirm artivities). Ihis would help to avoid the obstruction of the 
growth of indigenous experience and skills and faciitate their contribution 
to econmwic pr,)gress 25. Regrettably we have had difficulty identifying 
specific efforts by African governments to prconote the role of indigenous 
producers and tradtrrs in development. It would seem that development has 
beon coriceI vol as a giant nitional enterprise in which small operators have 
little, ro I, ti ply. W. carp across a number of cases of compulsory 
"'irimjii~~: ~o f small businesses, e.g., the Non-Citizens Retail Trade:ae 
Act 	 of 19/% in i rra Leone, and several examples of state ideology in 
fdvoar of ,,, i I I bu s i ne 7e .. In 	 tile majority of cases, however, proclaimed 
irtort 	ion rar cojt- to actual performance. 

3.4. 	1 There are two pni ilipal com;ponents to this constraint. As in the case 
of sm ] I farimer s, small businesses have little or no political 
inf lu nce. In a few cases, they have been courted for political 
mr, ilisatin, but teiy have also been discarded with ease and 
victimi lsc. Consequently, governments have found it easier to ignore 
their forrial needs in situations of scarce resources. Their prog-es_ 
ha. therefore been more a function of market factors than of 
political fivour, 'al ing their activities all the more efficient even 
if th, rntre dTi vel. The second constraint derives from the position 
of tho sm I I scale iriorral sector vis-b-vis the large scale 
e prl at, or- state corpr, a,i.rc . Faced with increasing shortages of 
ha'ic goods, Jy'ormients he e tendcd to rely more arid moru on the 
stoef ly .,it,r distrihb ion anid manageint capabilities of larger 
CtatP and e;,,tri AtP compare' This has worhed against the efforts 
of small (ale enterprises that have tried to expand. In our 
inv, t r igt ion, we came across one well -organi sed indigenous 
small-scale tO ti le designing and di stribution company which was 
faced wi th the di le a of either prematurely embarking on nation-wide 
di ,tribut. ion or be irig prohbi ted by official regul ations from 
distributlnmg its own products. 

3.4.? h;'t, , f f i, salrlnstirms that may be offered are the following: (a) 
puhli( 1,,.1 / recognit Tri for the primary role that the small scale 
and ho, s at ld irformal sector can play at this stage of 
developir-,it; b) more national resources should be allocated to this 
sector through the el imi nat ion of the preferential treatment for 
lrger state and expatriate enterprises. This wi 1 permi t the 
ha rimin isat iion of rot structorec and consequently the survival of the 

i)r, eff ic rnt enterlri ses. 

25. 	 The pioneer of these idea-s was Lord (P. r.) Bauer in his works: 'West African 
Trade" Camhridge 1954 , an( with YarTey "Mark2ts, Market Control and Market 
Reform". 	 Wi dpnfe Id Y h iho 1son, London, 1968.
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3.5 	 Linkages between rural and urban 
 markets are based on adequate
ransorT-U-i -T- en-te--Tw- n--on prlce mechanisnis in which changes in
urban demand are adequately transmitted to rural markets. Developing
countries have not always been able to pursue policies permitting theselinkages. The transportation problem has many facets: (a) village to village
transportation is often several times more expensive than town to city
transportation. A study conducted in one African country in 1973 citedinstances in whi(h the cost of transporting goods on village roads rangedbetween five 	 to Len times the cost of trarIsport on town-to-city roads 26,
emphasising the discrepar:cy in transport costs between adequate roads andrural roads anid tracks. (b) In the course of our survey we found that
traders only visited places to which they could arrange transportation, onspecific market (Jys, and where farmers could easily head-I oad theirproduce. (c) We aI so found considerable evidence that the average age ofvehicles for goods had deteriorated in recent years in many countries andthat the ratio of such vehicles to the population had also declined. These
factors iI lustrate' how crucial the solution to the transport problem hasbecome in dcvelo ntthe ,xc of the contribut ion of small scale indigenous
businesses to econci- grovth. 

3.5.1 We also traced the problem of fragmented price structures to the
Lra rsprtat ionr roblem. Soni,rural producers we interviewed thought
tradcr-s wh,.o went to villages did 	the villagers a favour. Consequently
the 
latter were prepared tu accept less favourabie prices for excess
wuights or measures 27. We also observed situations in which urbanprices of rural product s were rising against the background of rural
sUr p 1uses. Conversely we noticed several instances in which the
prices -.)f urtan prn)ducts in the ruIral areas fluctuated within a wider 
rare ian in the urban areas. lhese factors point to sub-optimality
of prn!,.ction and living conditions for the large majority of the
African popiuatiorc. .t woould seem that the miniiium measure that must
be expected g'iver'n ;erit , tofro,!: bridge the gap between the urban andrural peoples w,ulId bw the purchase of production at appropriate
prices arid ot po iriis as c iose to the places of production as 
Wi)!,5 iS Ie 

ad(it i, in f3.6 	 1n tr) li--g, riiI pr iia ry corist ra i nit s, marny secondary cons trai nts

lif tod thr o7j , an ea. Ii rig enviroirient . The first is t he problem of

inve.tcionrt aonl wnr in j c rp it aI for sm aII to triedi on size in-c-igenous
-e-nerpri s-" T ad--i)fTom. capital by a business enterprise from
unidistributedl prffits ta~es several years (if the proper taxes are paid),but this i s a c 00 p.:, .e efhicient way to finance business expDannsion than 
with 	 berr(mad mwri/. 11'...ver, the lack of alequate accuimilated capital hasmade it nec,,,sary fo. 	 , ine ' ses to fi na rice t lie i r growth wi th bor rowedmr(,oy. Our stdi-s hav,- iridic ated that for a nutriber of reasons, banks have 
preferred to lend to 1g,,i bugJnesses rather than to smal1-scale indigenousbu,,ilesses(,. Ir c ic businessessil
:!et .1l', are little known to banks loan supe 	 vlI sn, for ")inu11 er! ''rp i s is tedious arid relatively expensive,
accOrrt irffaril 1i d i t 	ing "y '.ts ar, not rigid enough, business is often 

26. 	 Nyariterg and Apledliorr "Inrre Developienit Implications of Farmers' Problems inMarket i rig the ir Food Crops" in "Factors of Agricultural Growth in West
Africa" I . M. Of rri( d. ) I "S[ . t eg n-" 

27. 	n soiie vi I layes there is the concept of "bush weight" usually denoting a 20 
excess of the univer sal ly accepted rileasure. 
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mixed up with personal affairs, etc. To reduce these risks, banks have often
 
fixed their charges and interest rates for small businesses marginally above
 
those of big businesses and have demanded larger collateral. This increases 
the relative running costs of small businesses. Of even greater relevance to
 
our enquiry is that the lack of better access to bank finance has forced
 
small businesses to borrow fron the "informal" money market at very high 
rates. Examples of "informal" interest rates we came across ranged from 10; 
to K!.per nnth. 

3.7 	 The shortage of investment and working capital has not been the only 
problem. For ost indigenous enterprises, in those countries in which 
manufacturing production has been stagnant or declined or in which there are 
serious balance of payments problems, the supply of scarce domestic products 
and -j' foreign exchare for imports is s-6-Tn-av6u-r o--1he larger 
bu,insses. The reasons we obtained were that ost manufacturing enterprises 
are controlled by the l]aver distribution companies in the state and private 
sectors, which are also favoured in rationing systems. We noticed this 
problem espe~cially in Nigeria and ZamI'a where the foreign exchange shortage 
has recently becUMe acute. 

3.8 	 Another aspect of the financial constraint is the lack of contact with 
credible inoternationaI sources of finance. Unli -- tfier expatriat 
-conte l liigrio- -lT~roprneur1'- S- n.--- have head offices or associ ate 
cowpanies in the overseas market place arid are therefore not in a position 
to procure bufl supplies or to obtain import credits in times of temporary 
constraints on foreign exchange. 1he problem was observed in all the 
countries we studied. Tnis handicap has forced many growing indigenous 
companies to operate through expensive overseas intermediaries. We came 
across maJny instances in which substantial losses had been incurred through 
the "baokruptcy" of these intermediaries, often believed to be fraudulent. 

3.9 	 The above list of seconddry constraints affecting indigenous businesses is 
not e~dIustive, but it includes must of the problems which have to be 
resulv.a in order tu improve the environment in which enterprises can grow. 
In the tollfowinj pardgraph. an attempt is made to respond to some of the 
additional sugqs tlions that were made to us. 
3.9.1 fo develop business expertise, several types of manalt.ria] training 

schemes have been suggested. The IFC's programTes omf manageriaT 
asfT-nce to middle-size companies from a pool of experienced 
personnel and of projPct analysis had been positively received. We 
found that these schemes have been aimed at indigenous enterprises 
that have already reached a fairly advanced stage of development and 
required further sophistication in management. At the same time, we 
also discovered a new generation of businessmen and women whose 
operations are too small to be assisted in this way, but who are in 
equal, if not greater need of as.istance. One category within this 
group was readily identified. It consists of a growing group of well 
educated individuals, often graduates and professionally trained men 
who cannot be absorbed into public sector or private employment and 
who 	 are attempting to launch a variety of business ventures. The 
ventures we encountered included small scale transportation, travel 
and shipping agencies, brokerage in the informal markets, 
non-traditional exports, and consultancies of several types. We 
observed that these new entrepreneurs were able to develop greater 
exp~rtis, than their senior counterparts whose initiatives had taken 
shape in large scale private sector employment. We also observed that 
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what they needed was support from banks (especially merchant banks)
and governnent business pronoition agencies. In Nigeria and Ghana we 
came across two such persons who had quickly developed thriving
businesses in electronics and deep-sea fishirig via merchant bank 
support. Fur such ventures, expert training is iniportarit, but we 
consider the association with merchant banks which advise, formulate 
business proposals, fird technical partners, and accord finarcial 
support to be the most relevant type of assistance. 

3.9.2 	 The question of indigenous/expatriate partnerships was raised at both 
smaller arid larger" scale levels. It was argued that such partnerships
had the advantages of introducing external capital arid developing
local entrepreneurship. We found significant progress along both 
lines, particularly in the larger scale joint partnerships. We 
however found several instances, especially in the small to 
mediun-scale categuries, in which the indigenous partners had little 
or not irf]luence On fli busino. S venture, learned very little and 
were oft ,ri j,,d for pu lic relations purposes only. 

3.9.3 	 [!omes tic Lrdeit. ti von tho Iitorior 1CCess to 1ar4 f ianse, official 
assdst'aro- to 1ndigpnious bun,inesnen for ban loans has been one way
i ri whi ( h sofie governwet4 have sought to pr oiote indigenous 
bus i isses. In a iuniber of countries a system of credit inosurance is 
provided by the central barn . We found examples of this system it) 
Ghana and Sierra Leone wh re they have worked very satisfactorily for 
several years. We also noticed that the idea was under serious 
consi des at i on in other countries. lhe idea was borrowed from the 
Reserve bank of MA d and was first introduced to Africa by the Bank 
of Chara in 1964 with techninal assistance Iromi dia. The system has 
since been studj(n! hy several African central banks. The scheme has 
furthered co(.imrc 1 al bank urnder st arid irio of the sma 11 scale 
entrepreneurs, anI the roature and operatiori of their businesses. It 
has contrihute sigriificanty to the devel opment of a working 
re Iat ionsh i p. 

3.9.4 	The informal nature of indigenous businesses in Africa entails a 
rejectiion of official rules and regulations relating to trade and 
industry. indeed, most regulations are whoM1ly unsuitable to the mode 
of o;,'ration of these f-nterprises. At the sane time, their existence 
conveys an aura of caiandestinity and illegitimacy to the entire 
indigerico- sector. We found this aura of "illegitimacy" questionably
fournded. observed, for example, that the exchange rates in the 
informal -or were rnore accurate than those enforc( d by central 
ban s, arid in Infist cases the operators were very much abreast of 
internat ional currency trends. Nonetheless, false assumptions
concernirg t he i nforinia sector's "i legitimate" market methods 
persist. We e st imate that this problem can be overcome only through 
ger iralized deroigulation and liberalisation. 

4. The Approp rirate. .rvi r.onemenit for_Foreign Lonterprises in Africa 

indeped the4.1 Since ride.,nce, foIlowing trend-. have been generally observed: 

4.1.1 The withdrawal of large erterprises from branch operations in the 
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retail fiel d and the concentration on) 'urban centr7es.~ At i ,we 
n.an rd sti t ioncentr we earrkrJed~forinigenous a 

maagmet ti s process was voluntary. Later it was. enforced' by
variu public l
~awssm i~ 

-_1- -xatri ate -- nerpries--ha ve -inegrated- t 7i~nto ~j~orte 
subst'-tn mauatuig thus~ attaining greater. cntrl-oe e 

eooi'pr'ocessesJ WithPgovew t encouragementi oecutis 
~v'a ~few 'expatr~ifie:-copn~ies became directly involved in even greater

upstreamitegr'tion by moin ito lare-sca1 agri culture. ExampleS~ 
are~the op'rt on of cotton and oil pI pl antationsby textilemi Ils 
arnd6sa' fac ie~sin:We s t Afri ca.<~ 

4.1.3 There has been significant indigenisation of 'sen~ior managem~ent in 
many n e 	 teAoncu~~g pesA %f 
copne-ocmtnl;teehsbe some degree of devol uti on' of. 
management from-mnetropolitan headquarters,'eyen though m~ost of thesei~ 
enterpr~i se's have not' been. - ble to integrate them~selves adeqliatly<>
into the domiestl c~econ~omies . or . become the. catalysts for~~ 
de-fragmentation. 

4.2 	 Governmients have thus hoped, to give~the larger companies opportuniijs'to
make :a greater >contribution to the, deelpetpoes Expatriate
enterpri ses were assum~ed 'topossss Lexpe~rtiseand resources .in areas in 
which indigenous~facilities werei~nadequate , hd- to,,be in ,a o n to 
boost, production, distributiodn and ancillary s~ervices, to thieir,I optimuim 
levels. But in. some countries,<1inci ngsme th mre, 11ber'ai'i:it was 
demdiapor t o, ocnrt eeomn ecclusively, in,
expatriate enterprises alone. Instead thejollowing strategies wer ad ped
(1) lag scl nepiehd alpouto, istribution and services 
were resel-veJ for~state enterprises I the, Tanianian exam or Nyerere
Mode);~ (2)The state~operatedlarge orpoations in major 'activities~ 

4 . paral lel . to ., ful ly-owned, expatri ate enterprises, and~granted, thei formier, 
better oppor ui ties for expansion 1thie Ghana 4example,~or ,krumah Mdel';i
(3) Goverments~deie ,htetrrssi strategic fields, suc a 

- banking insurance, . maniufacturing , and wholesale trading mut be 
majority-owned by inieosntrs 'b theth6 state or. state agencies16;w~rV pri vate interests 'This-is 'the Nigerian, Model. ~In, countries -with miore

lberal' enviroments such ideologica1]lyK ifspi're-d limitati'ons' were not 
Sapplied. In most such cases~ both private i ndigenous and ,ful1ly- owned 

expatriate compaiiies operated~alongside state :corpora'tiorns without anykow,-­
dicriintio,7(heexamp le of Kenya)'.
 

Cosrit Emanating from Inieos uhrt
 

'?4,3 Within the broad spectrum, of r~oles permi tted for,the lrge scale expatriat{~ 
.. private sector in Africa, we observed, specific constraits onefficierltK; 

~operations. A discussion of these should help ,todermn ,hta
'appropriate, enabling envirornent' for expatr at rvt ntrrssi 
Afric would consist of. 	 raepiaeetrrss 

C1It 	is climed. that expatriat prvteenterprises, are discrimiinated
against in the distribution- of national ;,resou~rces. .needed Jor te 
e'tticient operation of, businesses an trthmxisio f.their2 
contributionv to: economic development. These, criticisms ar omol 
Yoi ced' 'in most of~the,,,countries we studied' but,, were st ronger in 

thoe~cunrie were' th',private sector,: competed wit large state~ 
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sector organisations in the same fields. The principal examples of
discrimination related to the allocation of scarce foreign exchange:
the private sector esteemed that state-owned enterprises had larger
allocations than their productivity justified, and greater 
access to
 
local bank credi t s (loan appl ications from expatriate companies in 
certain countries had to be sarict i oned by the central bank and were 
often judged o norin-cornrierc ia] criteria) . Limi tations on the sale of 
equity in expatriate enterprises and on the transfer of funds between 
them were a Iso resented. We observed an example in whi ch the 
authorities in one Country had refused to permit a local parent 
company to rescue a suusidiary which was in financial difficulty. The 
authorities in the country concerned insisted that assistance be 
provided in foreign exchange by the foreign owners of the cciripany in 
the form of capital enrichment. 

4.3.2 	 Expatriate private enterpri ses nave generally been condemned to a 
lower- deq(ree of involvement in pol icy di scussions and formiulation. In
-OirTi:--C Uii I' ) .I-t his i - l e seen as a reaction to the levels of 
inyuvo0eFnt anHid outhor i ty wielded by expatriate bus i nesses in the 
pre-indetendence (qiverriieits. [his has indeed been seen as a loss of
pri vi lege, but imorie important ly, many expatriate enterprises feel 
that their' (:ont ri ut ion to pu Iicy (1i a logues could improve econcNii c 
managemtrit. It ,iwcV. suc felt that indigenous senior staff were too 
few at the top Itvel , in expatri,ite enterpri ses, and advice and 
o) i i on are usu I Iy souqht on ar individual rather thd,i on an 
institot iori,il basi s. We observed that governments were Ii ti. Ie 
inc Ii ned to iriv ite exptriates to serve on public policy comi ttees 
but were ver ent hi:, iast i c about us i fig the expertise of Afri cans in 
seni ior prsi tiS in eXpctriate companies. In a nullmber of cases we 
noticed that suifit:r pl ic servants and politicians actually had 
great re i_.'(ct I cc' t I' vie Ws of S0(I Africans. 

4.3.3 	 Anottih r orm of di i r Fill iiot i oin con( er-ns t he I imi tat i ons placed i n 
110s t iii I!r I I (M e tt I 1jteIoyiieri t . systeli of i [T11,i grat ioncup1 Ihe 
quit . S,.,.', ti 1e qu te wi desp,-edt , and i s based on i deas-w1Tc-FT, we 
obde "yd, re ft n o lIionger cogent. in the imTImediate 
p) st I 	 ido;,t' i'',, p ,'i (i this pol icy l1(ddtwo pri ncipa I objectives.
Fli r st, it Iiait , Ie(I , e (or coMipe I the train i rig of i ndi genous 
st - IrI ti s iv fior,-,j n exc i i qige otherwi se ,penf on .,:pat ri ate 
star I (a lf ,i,,I Or i' , overseos aI lowarices, leave azri, travel 

, ,., p I 5:01 r lliittalice quotas, etc. ). In one country it nad 
be-ri e'.t i t,tI it, 01W U..tpotridte costs approximiately four- times his 
Afri c c eirprt roiinalIt riI terms. In ariother count ry it via s 
et i mot ei tI e,p tri ates were able to remit overseas 50 of their 
grois iric,i-. t.fore to As the primihry objective, in the early days 
of irdltp -ri.it., wir to creat-, I arger indigerious bosiness sector 
(private iridpUte I(., ali epindin, expatriate sectr was not a factor
that wd,. 'ii(iii, core inly i(lered immigration regulations.
Furtitherrirci, the (Ir(JuriIIt', of cost were qui te valid. There was 
therefore I g-,.nural tendency in most countries to reduce expatriate 
st al wi t. lIt reIg cird to the probabl e expansion of expatriate
bus inesse,, to I I I f uture pr(iduct ioln needs. The probIem was 
exactrbated by tti fact that tf. gpverinent agency responsible for 
immigrat1on quo I,, was riot often r(,lated to that responsible for 
ecorWni 	 Ic devi.l 0;Uienit. i orther-mor-e, in many countries Africans have 
riot beerl traiied to f i II the wide gaps left by departing
expatr'ite,., esp ciall1y in the nire technical (non-trade) sectors. We 
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al so~ 	bserve& that goyernmlents; wer e adamant in their refusal~s to 
enlarge 	expatrlate quts hr reas eea in which 

-qutas as;Thees'niene tatthese intractable positions'hd~ 

' .4 -In.s46 c' esspecjaI Iy tho6se wtichrhave bee tryl nq:oeeo
e, ~ Ie~aebe~ecue 

4from- certajn. busfesses~perfom ng _eSsent icsevcs TeseW 
)~the indigenous stateso exatrt 

4o aL,pub
~have been : resrved for state' ekltpri se's 6yolved"', 1n,,:nornurb an(. 

sectors, "such 'as branch, operati orns" A 'u~ooic ' '' 'enti''1 
xampgeofusuccatnonson include-the financing~ 

of primnary, productionr and -exports. -Goverrmnent accounts have been .

concentrated, in,- stt a~n~~ ,to suort the "expansionN of bang 4 

services iAn , the ,rural areas and to strengt'hen their,. international~ 
~to reconcile commercial considerations and social objective". 'The two~~ 
~approaches to .development cn fromi two opposing theories, discussed 
~earlier 28. Hlowever, we observed in ~~7 
trends, havo,)'tended to favour comercial considerations as, economic ? 
resources have dwindled. 7 

4ostanseman tinqg from the expatriate npterprises' themselves., ~we~hv 
~~-j 	already mentioned' the widespread, fai lure: of e patriate enterprises to;

'dobevepdignu ,epets,'.Aohr4imran cosran whc-e, -have 
obevdorigintsfromthe~ di ff ictlties,- experienced.,b~y majo p~~ eJ~ 

*companies vi ~s-isth .I'evel opent 'objectives "of,th ei r!Kost countries."~ 
Apart,- from theore tica Vdivergences, concerhng.th apopiate-a appoc to 
,p-	 aparently been; unable -~to.development,~some~foreigvcip anies. 1n.Afri ca ha 

- eocleter-sot erprfit ,ob jectives wit thelong-tr~tdevlo ment
 
~ -goals of their-~host country. Frorr~the point offview ofprvaebulSiW.ses,

-the~ most, important;' facto tht; , i t-.alon.term:, Avew o6f ',b'usines~~-~-~evelpiin is an~ ~ucertain future...Scepticism *ha< -ae? n~ 
S historical record ' of ''compuilsory ac'istos mpcsi't i j Of,~ '~oe~ nnomil td ma not, have b'eein the, best avl,'n 

~2~,~v~business losses. 'For ,somne nterprises, such -events ,have compro6nis;ed their,
~'- ~ 	 plans~f or long term participat.io~nAn economic devqlopment_-From !the p irnt of 

4-A.~vilew, of. the u orteiith cunis concerned, these,teps hav"-beeni 
necessaryinodrt- civ balanre ,6tween,,private' aindpublic, se'cton 
initatiesi a eveopment- strategy, Which seeks to induce'-'growthby

redcig -sectora _1fragmeoitation.-----------------­
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t$-4. 5' 	This i deolIogi cal- conflict seems, to begat Wree.ir oIi caIll liberal
 
co tts,c t ribtin to't lieactors tjiatainhib it coEoper atiop
oetscn oificat 

- 'between ep triat enterp~rises<ij frc-ndhir host coutr ies.-
Appeasement of it would pave the way-for , cooIeation between expatriate~-,.


~P>compani~es and 'African ,Governments in econicic developmlent.
 

.6 'The Enabling Environment for Expatriate Business inAfrica, Such cooperation-' 
S;4Zuu~d welIlI be ,coce ived 4in~the cot fanwspit f,' icorporatef 

Referencet ismade here to thle balanced theory fkdevelopmenL n oth prt
 

A ---aggressive di sequilibriuii strategies,, see 'footnodtes 23 arid 24.< 
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citizenship". Thi s nc-, spirit would go beyond limited, paternalistic formsof public invoivment like donations, grants, and charities, and would implythe local involvement of expatriate companies in socially desirable
objectives that help to ensure long term legitimacy in the host country. Inreturn, operationi1 structures and practices that conform with the dictatesof the market and thereh. ma iili U p'rofit, would permit eApatriate companiesto protect thoi' sharehold,;r s. Defined in this way the obl i-ldtions'citizenship" ref Iec t a very broad de f i nit ion of corporate 
of 

re spon si i 1 i tywnich includes ethical, social and good business objectives, as well aseconomic Ckvelopiiknt goals. 

4.7 The concept of "corporate citizenship" adopted iri this paper varies somewhatfroml cce:mun usage by pl a i II greater emphasis on an appropriate balancebetween corporatt, resporisibility and corporate rights. Our detinition aimsto atta in ma, iuriLrI productivity wi thir, any given environment. This definitionpr ovids govermrerts arid expatri ate enterpri ses with the framework formay I,;um cont r ibuti on', to both business prosperity and national economicdevel ofIerit . (orjpratu citizenship therefore becomes a two-way concept. Onthe of '.hrtJ, it involves the recognition of the rightfuI clii ofe~qat rlajtedii, 1noos'e, upofn av i Iab!e resources arid faci ities in the hostcountries and the ne.es , ty oI their inteIi rti on into developrient processesand po Ii ci e-. On tihk (ither hari] , it al so sets down thu obligation ofexpatr ato bt ',)en tI cotriLbute to ecoi(omic developrment tfiroouy agreattr cmf;ii tmuit thin ha') hi thtrto berll tre cane. 

4.7. I lie rt 1ki I rev 1s1i n of (t .rt'lin Lori( ept s of expatri ate ti i nessIyoV(,I..:.,1t WI I itu(.e',",,ry ift the neIessar-y balance is to be a r.tI -I,,t . l ' I I( InI r e a f ew examf, It-; I ) I nappropr iate iiportSub st I tut i I PrrI I'dl es , eS(C i a l ly t iune bui Iding uponT an i nadequateagricultura l bat', Wi I I hiaVt LO he drastically revised if they are tocorifor-III to ii1re por t.i rient strategies of economic rehabi Ii tat ion ariddevel olifent . (U) I u we I I organised transportatiorn arid di stribut ionfaci litie, of e.;)itriate firms should becorruI involved in the handlingOf Ii! 1II 0)W, Jr'(duCt 1(i h ti(1ItO the primairy products. I r our survey,we oa ervi d a ge'reral I ack of concern on the p(rt of expatriatetradiIrj a .eMsen, about i ridigerious production; the principal reasons
ci tt.,J .rt co t ­it et I c t i venesS, contrary business objectives, aridtrdi t ion, :n orio country a multiliationor upermarket had decided to
place pr,,alnt pr,.,ducts on its shelves. Our investigations showed thata shir i (II f f, re i e.ch nIige di d not enable Lhe importat i on oft ini !nIIfo , ld ipp Ioc, etc. It may be remernbered that the e.panlsionOt I;I-irid' proJduct iorl to optiIIR': levels in the first hdlf of thiscentury was Iade po1>s i ble by the greater i nvol vement of wello(I (Iri -( bi / irn compiri en. (3) [xpatriate comip,ani es in Afri ca,part i . ul r ly tho,,,e branlches arid subsidiaries of multi-n itiona
cofrpor at iorin.., wI II hive tI, develop strategies suited to localcord ItiIns. A typical example of iradaptation cdan be found in theba nl i roj set'Tr wiltrt, , truc turin-, hive remaiined unchatig -s( ni Lice theturni of tho' (.iri tory aril hdive fai I'cd to respond to re(01irelriit S ofr nioi- or an d ,rWa .t for S)l1i1 It' r local dI teriiat i yes. (4) 1hebUC ai''i'r-a(dvr;tat'er iriij, of he fore i gr entrepreneur in Africash Id y i ve wi imt oft, Ihe t an1 hoinest arid concerned btI inessian 
ca;ahli f IW' rli(1 nIr. rt, t' Irito African society. 

The ihia ;1,, ri ih.' it t 1id, of the eXpatri ate eiltreprerenr must beachit .,. iiII 'rd~ m Wiw t,h arge', iI the host country perceptions andsi r loni, c Ioierlili() foreigi bus iiess s. he f lowi nmg are soiie 
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examples of the changes in host-country perceptions that must be 
envisaged" (1) The foreign entrepreneur should be accepted as a
 
trustworthy partner in developnent. This is not an easy matter, and 
the degree of confidence will vary considerably from the individual 
entrepreneur to the multirational, and in accordance with 
nationality. A great deal will de)cnd upon the business ethics and 
traditions of the entrepreneur. from the opinions that have been 
expressed to is, Africans arL 'cre likely to accept and integrate the 
mediuLm-size foreign operator than the faceless multinationai, (2) 
Liwitations on the use of resources, such as land for agriculture, 
must be significantiI relaxed. Existing limitztions preclude the 
optimum use of the exoerience and financial resources of the foreign 
entrepreneur. (3) Limitations on the scope of involvemert must also 
be signific3ntly relaxed. In the framewrrk of corporate citizenship, 
restrictions on expatriate crop markting and export would be 
invalid. (41 A corollary to the removal of market restrictions is the 
reduction in excessive investment allowances that are accorded to 
expatriate entrepreneurs. The concept of symrmetry in rights and 
ob! igdtLions implies a new concept of investment concessions that does 
not discriminate between indigenous and exp,.riate entrepreneurs. (5) 
The most difficult aspect of equal treatment is how to judge 
competit vene ss. The generally greater experience, financial 
resources, nd external co;tacts of expatriate entrepreneurs imply 
that an equitable basis for equl treatment would be difficult to 
cletermine. Whojt would also be socially and politically difficult to 
justify is the greate, initiative which foreign enterprise; would 
probohl) acquire in the business sector's contribution to ec(iomic

' growth. To clarify these i.tters, wt investigated the experiences an 
Dpinions in the C6te d'Ivoire, Kenya and Zimbabwe. o the basis of 
our experi,.nce in henya and the C6te d'Ivoire, we formed the view 
ttat as i ndi (nous enterprises climb the ladder of progress, 
epatriate ent.rp- i ses will be better integrated and less resented. 

5. Admi ni st.ra i vy Contr( I s 

5.1 	 In setions 2 to 4 of thi s study we have repo-tcd on some of the fuidamental 
problems iffactiny private sector agriculturu, the indigenous business 
sector and the e..pyatrite business sect3r. in this section we will discuss 
administrative contrcls, which in varying dcgrees affact all forms of 
private bo. in:ss in a niuier of African COLntries. Thesa controls relate 
prin.ipally to foreign elchange allocation and domestic prices. 

5.2 	 Expansion;iry fiscal policies and limited productive responses have been 
associated with the miarnisation strategies in a large number of African 
countries in the ocst-independence period. With the fdilure of these 
developm.Tt strategies, admiristrative controls have frequently been seen as 
one of th po.siule instruments of econ(ui c correction. In the more liberal 
econoies it, was ast,sed that without administrative control, imports would 
grow beyond acceptable bounds. In those countries in which adherence to the 
periphery and bocialist theories was strong, administrative controls were 
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accepted as a key instrument of economic policy and resource allocation 29.
 
A wide spectrum of economic and exchange restrictions in Africa has
 
consequently evolved 30.
 

5.3 	 Whatever benefit controls can bring to economic mai.agement, they do have
 
certain constraining effects ?n business management and economic
 
development, including higher management costs, production losses, crises of
 
confidence and declining investment.
 

5.3.1 	The increase in managemert and production costs associated with
 
administrative centrols is considered to be the result of the denial
 
of the market mec, anism, which is central to the maximisation of
 
business wlumes and profits. To avoid some of this loss, private
 
entrepreneurs have resorted to several ingenious, sometimes even 
devious means to raise their business volumes. One businesswoman very 
aptly put it this way: "the best environment that they can give to us
 
is to enable us net to live in sin" 31. By "living in sin', she meant
 
the resort by businesses to pro:edr,';s and practices that are known
 
to be i 1legal in the eyes of te autiorities but which must be 
overlooked if businesses are to survive. Administrative pricing is 
often the result of inadequate output, and has the tendency to keep
official prices of domestic output and imported goods at sub-optimal 
levels. Businesses are also very concerned with the disruption of 
their production plans, because of delays in receiving import
licences and by delays in placing orders by mandatory letters of 
credit, to give two examples. To overcome some of these problems most 
businesses have developed the expensive habit of keeping higher
stocks of essential imported inputs and spare parts than would have 
been necessary otherwise. ine most reliaole sources suggest that 
stocks of essential materials are 50 higher than in a more liberal 
environrient. Related costs frop delayed payments, and for some 
cuunories the auditional cost of establishing letters of credit, were 
put at approXimately 6 of total imports. Large costs are represented 
in these escimutes both for businesses and for governments. 

5.3.2 	We also came across spveral examples of const'aints deriving from 
loss of confidence in exchange restriction regimes. For the purposes 
of our study, the most signif!cant of these stems from the 
instinctive desire of many businesses land entrepreneurs) to keep as 
such of their surpluses as possible in convertible currencies in 
oher contries. Ihe arguments were often legitimate, e.g., to make 
urgent purchases of essential material. But in many counrcies this 
practice has needlessly put rational external reserves in separate 
small pockecs. This, practice has been especially Trequent among small 
and middle size companies whose accounting and auditing practices 

29. When cntirols Y:rf, introduced in Ghana it ;as not because the economy was in 
decline, or bOcK5e mar!ket methods would not have resolved the difficulties. 

30. The varous forms of restriction are listeo in the IMF's Annual Reports on 
Excnirge and Iradc Pe, trictions. 

31. 	We came across this theme and variants of it in Nigeria, Ghana, Sierra Leone, 
Tanzania and Zambia. 
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are 	 less rigid than those of the bigger companies. The tendency to 
keep savings abroad appeared to be quite widespread in most countries
 
and amo ng most businesses.
 

Methods to overcome these constraints
 

5.4 	 The sharp contrast in economnic performance in Africa between the countries 
with widespread controls and those with minimal controls provides a 
framework for the discussion of methods that may improve the climate for 
private sector business in Africa insofar as exchange liberalisation is 
concerned. For this purpose comparisons from West Afri ca, where more 
restrictive Anglophone countries and more liberal Francophone countries are 
evenly distributed, and where both groups are members of the EconeTic 
Conmunity of West African States (ECOWAS), are useful. A recent ECOWAS study 
has indicated the following 32: (l) that in those West African countries in 
which exchange restrictions were instituted, controls succeeded only ir the 
short term, and failed in the medium to long term to curtail the use of 
foreign exchange; (2) that intra-regional trade expansion has been faster 
amunrg the countries with liberal exchange systems; (3) that a key factcr in 
the rnire successful economic management in the francophone courtries is the 
convertibi lity of the common currency; (4) that when two adjacent countries 
have unharmonious e change practices, exaggerated adverse effects befall the 
econ(q with the mo;re restrictive system; and (5) tlat the francophone 
countries on the whole since 1960 have achieved lower raues of inflation, 
greater ecoromic stability, and higher levels of domestic business activity. 

5.5 	 Evidence fr'm the West. African study and evidence discussed in this section 
indicate that exchange rate convertibility and harmonization in Africa are 
key factors in the prcxi)tion of stable and expanding economic activity. The 
strenrth of this argument is three-fold: first, exchange convertibility, 
imIplinig exchange and price I ibralisation, would help to eliminate most of 
the 	 constraints on private initiatives listed in this section. Second, an 
ecunuceic management system based, 1 :ke the francophone system, on exchange 
rate convertibility and harmonizatior, has built-in safeguards against 
unstable fiscal and monetary expansion. Third, the greatcr use of the price 
and "mar'ret" m,, i-i.ism s in a liberalised system takes recent reservations 
c. ,cerni nj the appropriateness of the uribalanceed theory of developeent in 
the iritil stages of ecoomic development 33 into account. 

5.6 	 A brief ccxiparison of the "liberal" Cote d' Ivoire and "restrictive" Ghana, 
neighbo' in the Economic Community of West African States (ECOWAS), may 
lelp to illustrate te above points. First, within the framework of the 
liberal currency exchange system of the Vest African Monetary Union (UMOA), 
the Colfe d'Ivoire gvernment has permitted almost unlimited and unrestrained 
facilities for investments in the private sector. The Ivorian 

32. 	 A c,;,rehen1 ive anal/,is of the differences in perfornances may be found in a 
recent work comnivi,,oned by [COWAS: .. H. Frimpong-Ansah, et al "Creation of 
a Single LCOWAS Monetary Zone" [COWAS, Lagos, 1986. 

33. 	 These argi;lents have paricularly been articulated in Deepak Lal "The Poverty 
of bevelo rnt Economics", IEA, London 1983, and by Paul Streeton in Seer and 
Meier (edo.) "I'ioneers in Development", )xford 1985. 
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Investment code, unlike several others in Africa, does not reserve 
specific

enterprises for indigenous entrepreneurs. The redistribution 
of equity in
 
businesses between Ivorians and non-Ivori ans is achieved through

transactions in the local Stock 
Exchange at a pace that preserves stability

in the private sector.
 

5.6.1 	Second, the Cbte d'Ivoire Government has instituted a
 
non-discriminatory system of encouraging agricultural production and
 
processing, with unlimited facilities for production 
extended to
 
indigenous and expatriate enterprises alike. As it has developed,
 
expatriate enterprises have tended to be 
 more involved in
 
agricultural processing - such as pineapple, palm oil, cocoa, coffee,
 
etc., while indigenous entrepreneurs, either individually or
 
co-operatives, have concentrated on 
primary production at peasant and
 
large scale levels. The demand 
generated by these enterprises and
 
their modest financial resources have decided the government to
 
undertake the third and the most important function of all, 
 the
 
develoixeent and maintenance of a wide network 
of roads and storage

facilities linking the agricultural heart-lands to the urban markets.
 
The rural-urban fragmentation in the Cbte d'Ivoire has therefore been
 
very 	 substantially reduced, compared to many other 
zountries in
 
Africa.
 

5.6.2 	This strategy is behind the notion of 
an Ivorian "economic miracle"
 
and in the 
period up to the early 1980's it enabled large foreign
capital investments, mostly "rom Europe and America, to flow into the 
country. Some of these inflows were strongly supported and financed 
by international banks, including the IFC which financed projects
like the GUVFR1V1_[ Textile plant, the SIVENG Fertilizer plant, and
the Investment Bank BILK. SIFIDA, the Geneva based African investment 
conm)any also helped to finance hotels, agro-industries and a 
flour-mi 11 . 

5.6.3 	The failure of the international commodity markets in the early 1980s 
seriously undermined the Cdte d ' Ivoire 's "Economic Miracle", but itcould not undo the sound fiscal and monetary discipline which derives 
from the wider regional UMOA framework, nor could it destroy the 
secLue foundations of primary agriculture. Instead the government
continued to push forward 
its program-es of liberalisation and
 
private sector encouragement. First, the government 
dissolved a
 
nuiTber of unviable state enterprises and sold off others to private
 
entrepreneurs. Second, it encouraged more 
Ivorians to engage in small 
to medium size ventures. The Chambers of Commerce, Industry and 
Agriculture were involved in the provision of training and advisory
services to indigenous entrepreneurs. Third, the government has 
recently made renewed efforts to link foreign investors and 
indigenous entrepreneurs in small to medium size enterprises. This 
strategy of strengthening its liberal posture, made possible by the
framework of the West African Monetary Union's common convertible 
currency System, is what distinguishes the Cote d'Ivoire's approach 
to the 'enatlinq environment" from some of its near neighbours.
 

5.6.4 	In an inveb'tigat ion into certain sensitive aspects 
of the C6te
 
dIvoire's strategies, we 
observed that the pattern of specialisation 
in agriculture is not perceived as a problem. However, the hegemony
of the large and sophisticated expatriate wholesale/retail chains in

trade 	 and manufacturing, and the Lebanese or Mauritanian businesses 
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which overshadow smaller indigenous petty traders were a source of
 
disaffection. The government has identified major stumbling blocks
 
for indigenous business expansion as inadequate capital and
 
entrepreneurship. It should be mentioned, however, that large

indigenous enterprises are beginning to emerge, such as COSMIVOIRE
 
whose soap products are providing strong competition for 
Unilever-Blohorn products. Other enterprises like CIFEL and ENO in 
construction and GITP in transportation are also emerging as strong 
competitors of expatriate enterprises. 

5.7 	 By contrast, the envirormient in Ghana for private business is provided by
the framework of a restrictive lega-l-system which dates back to 1961, and 
has essentially remained intact, except for a very brief attempt at
 
liberalisation from 1966 to 1971. Within the restrictive framework little
 
has 	been acccmTIplished toward an enabling environment for private 
sector
 
expansion and contribution to development, despite a few ill-fated attempts.

An initial attempt at privatisation in the late 1960s was nipped in the bud
 
by ethical arguments and political ideology. The 1970 Business Promotion Act
 
was essentially one sided, and unlie the Ivorian Investment Code, it sought
 
to increase the participation ef indigenous businesses in the economic
 
activities of the country by reserving certain sectors of the economy for
 
Ghanaians. Before this Act, the 1969 Aliens Compliance Order had excludea
 
aliens from almost all small s,ale enterprises.
 

5.7.1 	Within the restrictive framework, periodically reinforced by radical
 
iduolugy, ,)vernments in Ghiana have often pursued contradictory
 
policies on the promnotion of private entrepreneurship. For example,

in the 1975-80 Development Plan, the government expected the private
 
sector "to increase at a much faster pace so that its contribution to
 
both national output and employment (would) be greater". It also
 
sought to "strengthen the facilities offered by the various
 
institutions set up to aid private investors in the economy ...... the
 
National Investment Bank, the Agricultural Developcment Bank, the
 
Capital investment Board and the Office of Business Promotion".
 
Contrary to this policy, the government pursued a strategy of

"capturing the commanding heights of 
the econony", and proceeded to
 
expropriate 55 of all major expatriate businesses in the
 
manufacturing and timber sectors during the recession. The acquired
 
percentages were paid for out of the profits of the enterprises, 
under, governiient-imposed management. Most of the enterprises that 
were affected, particularly in the timber sector, have since 
collapsed. 

5.7.2 	The present government in Ghana has pursued very radical policies of 
monetary reforn that have reduced the external value of the Ghana 
currency by approximately 97 in three years. Despite this quantum
adjustment the Govervnment has been unable to effect any significant 
exchange and payments liberalisation. It has also promulgated an 
investment. Code, 1985 (PNDC Law 116), and set up a new Investment 
Centre to identify appropriate areas of investment and to offer 
necessary tax incentives. However political suspicions of expatriate 
companies, particularly multinationals, still exist, and wage and 
price 	 policies do not provide a viable base for optimum operations
unless they are acccxmipanied by large tax incentives. 

5.8 	For a closer look at the restrictive system we undertook a detailed survey
of business opinion in Ghana. The results are summarised below. 
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5.8.1 	International businesses still want to work in the present

environment and hope to expand if the economic climate continues to 
improve along present lines. Some businesses believe that a suitable 
indigenous partner can imyrove their public relations, and a new 
breeo of businesses, such as A B Sandvik of Sweden, and Vollmer 
Dornhan of Germany, is making a gradual entry. A number of older 
businesses whose output and employment fell dramatically in 1983, are 
making a gradual recovery. But we noticed that the large
 
multinationals and exporters are able to operate largely because of
 
fresh external aid.
 

5.8.2 	In the category of the so-called alien enterprises run by Lebanese,
 
Indians, Chinese and Koreans, we observed a somewhat lethargic
 
atmosphere which was summed up by a local observer: 'those classes of
 
businessmen do not regard themselves as being permanently established
 
in Ghana. They are always alert, the slightest unfaveurable 
develoinent and they pull Out, as a result. they refuse to develop o 
expand to their full limit". These alien entrepreneurs see the 
emergence of a greater degree of politica& stability and economic 
stability as preconditions for -jpositive "enabling environment". 

5.8.3 	Significart advances hav- been made by indigenous businesses
 
particularly in industry. We saw commendable examples in textiles, 
fishing, tobacco, transportation, choinical s, distilleries and timber, 
to name a fei. The Ghanaian entrepreneur is perhaps more independent
 
tian his counterpart in the Cbte d'Ivoire, not because of art enabling
environment, but because of an dverse environient dating back to the 
Nkrumah period. One businessman who commented on this said "we have 
had to fight boto the estaulishment and the multinational in order to 
get here". Ot! eXpIanation is that the Ghanaian indigenous 
businessman or businesswoman has always been well organised. In the 
colonial period farfcers initiated the revolt iln 1937 against 
produce-buying irterests, and the businesses, action against British 
rule (190 ) beg ri thu process of i ndependertce. They then finarced the 
early pol iti n , and have since financed all political groups
incluoini3 thne military governients. It has not been possible for us 
to est ilate t,U,C I;tributior that the Gharaian businesses could ha,'e 
maje tio C v,',1 'nt if a better ervironmert had existed, 

5.8.4 	The cn 0 i1 c o tr' betowen indligenous entrepreneurs in GhanE. and 
cMte d':v ire ncer us perftormance in the agricultural sector. 
Ghanaian farmier, ir th post-independence period have failed to 
organise thorTsnlvt-S i nito a pressure group against state-centred 
radical public ii5i, and hae therefore been victims of government 
repression ans; ru:-I -urtibr iragTntation. his has resulted in rural 
underdev(l o~er nt ('ar ag,.:p' '.lb . Su-I has riot been the case for the 
Ivor1an farmer. 

C'h 'Ivoire5.8.5 	To suqmarise, (,i:trna arnm L eM u illustrate the contrasting 
environic t s that e,,i,.t in frit, for the private sector. The factors 
which emerg, s important are a 1 iberal, non-di scrimi natory economic 
environment eiphasising agr iUltural productiron and processing and 
their recogni tion by the Governeint, and appropriate policies for the 
provision of si it able trat,(portation, storage arid marketing. 
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6. Improving Efficiency of Production
 

6.1 	 Recent political di scussions on deregul'ation and the liberation of market
 
forces have focused on appropriate methods of increasing productivity in
 
Africa. People today discuss free]y the disciplines of risk and reward,
 
compare the productivity of state-owned enterprises and private companies,
 
and suggest policy reccimeridat ions for the privatisation of certain areas in 
the state enterprise sector in Africa. Though such ideas are riot new in 
Africa, they have usually been isolated and have surfaced at times of 
political change from radical to liberal In Ghana in 1966, several state 
enterprises including farms, bakeries, laundries and textile mills were sold 
to the priv3te sector. Today's discussions are general in nature and have 
been iven credibility by the decision of the OAU last year to review the 
relative rol-:, of the :tate and private sectors in Africa's development. 

6.2 	 To . able to plop nB% di(:uson, oq privatisatior in a historical context 
a brief rCminrude- of the factors leading to the creatir of state enterprises 
in Africa may , us:h..lo quote Nk,::,on in 1957, "it would be many yEars 
before the Old Coast (hana) would be in a position to find from its own 
resources people who could cu;bine capital with the experience required in 
the de-velowuornt an! manag,,e:it of new industries" 34. The solutien was to 
use state capital ani international expertise to develop those strategic 
ent.rprise. whi ch could not be left in foreign hards and the economic 
infrastructure which private initiatives did not consider to be commercially 
viable.
 

6.3 	 The failhre At state enteririse, has taen place for different reason,. in 
differeWnt-couriA r , an SJTMCArs to the problem cannot be generalised. 
State interferrence has epm identified as one reason. It dates back to the 
early da/s, a ar observation made by W. Arthur Lewis in 195c illustrates: 

"rnc ![(-has greatly su ffered from outside interference, in the shape 
of ,'h of Parliament arc other influential persons expectingmrs 

st 	 a aip'ornteont' to be made irrespective of merit, redundant staff 
to be kpt on the payroll, disciplinary measures to be relaxed in 
favM, of ri Wttuent s, businesses to be purchased atLW 	 inflated 
prices, loan, toihv-Made irrerpective of security, etc" 35. 

Evidence of dilfi t mianageuent and comparatively poor results, despite 
State patronarrj;, han, beer well documented for mary countries 36. In one 
example, tiW output fI large-scale rodern state oiwned farms only represented 
22 of peauan! agriculture, and worker productivity was only 18 of that of 
the pcasant farmer 37. iirdly, in the more idceological examples of state 
intervertion, neither c .liarat ive advantage, management efficiency nor 
productivity wads the plri 'ay objective. As Nkrumah, a pioneer of state 
econ(ric initiativen in Africa, described one example: 

34. K. tirumh, "Autob jrdny" PAtJAF 1973, P. 128. 
35, Arthur Lewiq, cited in illirA 197, page 245 (Ghana). 
36. 	E. . Wilson i. "Public-Private Sector Reforms in Africa: What prospects 

for privatizat ion'i" Michign, undated and unpublished. 
37. 	 Ki Iick (197;) [ago 193. 
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"It 	may be true in some instances that our local products cost 
more ....But 	even if it were substantidlly the fact, it is nft 
an 
argument we can accept. It is precisely because we were, under
colonial ism, made the dumping ground of other countries' manufactures 
and providers of primarv materials, that we remained backward; and if 
we were to refrain, for example, from building 
a soap factory simply

because w may have to the price soap
raise 3f 
 to the conmunity, we
 
should be doing a disservice to the country .......
 

In connection with the founding of Ghana .irways ........ naturally, it

increases our self-confidence to observe 
our own people helping to
control the intricate mechanisms involved in the functioning of our 
own airway services, and we certainly experience a glow of pride in
seeing our flying on ships
flag planes and travelling to other
 
countries" 38.
 

Generally, in thi type of state involvement, the losses are legitimated by

long ter" political vision 
and other less immediate and less economic

factors, I v piomntr', did accept the possibility of higher appropri ate

prices, but for pol itical reasons they 	were not able to implement them.
 

6.4 
 In the present attempt to find solutions to the problems of the state sector
two appruaches are he ing folNowTI-T distinguishes between ownership and 
management in thu'&, enterpri ses that should no benefitlonger" from the 
non-economic 
 ef fec t . In this category are those enterprises that were
originally dk -igdto be Pconu;cal ly and coimercially viable, but which no 
Icnger are cn, chiefly for management reasons, as well as those, like
airlines, that neverwere conceived as profitable ventures. It has been 
argued that the forrmer group of enterprises could cone under private
mana .ementwi le, remai, irg under state ownership. In some cases it has been 
sugg,'ste that this pracess of semi-privatisation be limited to technical 
partnershi p which endrile the pri vate Partner to contribute equit", mobi lise 
resour.es for 
rehabi litation and undertake the Management. Examples of this
approach are oun i n reha:,i itation programmes in the C6te d' Ivoire, Mali 
and Niger. A rir'e recent attempt is being made ii the rehabilitation of the 
State bull M n by a Canadian firm. The latter group, large1y the'i- ;ha na 

non-viablo p,-,r,- t" pjone greater problems. The proposals that 
 have been
heard are t, rap tnem aitogether or to undertake radical rationalisation 
to mae thy nr : , 1 ly disposable. 

6.5 	 The other, and mre dramatic, approach to privatisation is the corplete
wi thdra,:,, I (, the st T.,, from those productive forms of economic avtivity
wh ich can h- more successful ly undertaken in the pri vate sector. The
objective: arp two: to reduce inefficiency in these otherwise profitable and 
productive vertures, ad to use the 	process of privatisation as a source of
extern l r,..,our,-ces in present conditions in which large external debtburden t, oI ii t di rect ban horrwi ng. The assumpt i on of inefficiency
has nit hp,,, dif ficult to prow, 39; there is evidence a1so to show that in a 
numoir of in '.mir.,, the e.ternal deb:t situation can be eased by the 

38. 	 :. b rum,: h, Af inca I-wt lkii tc,' , nternan ionIal PubI i shers, New York, 1970. 
Pag-s 11?-II. 

39. 	 [. J. Wi Is i ! , Opus Cit. 
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sale of certain large scale state enterprises to their previous owners 40.
 
[his 	proce;s amounts to danationalisation. It would appear from our
 
investigations of this subject 41 that the response to this idea is somewhat 
cool. In the coujrse of our study we posed the problem to policy-makers,
 
politicians and expatriate and indigenous businessmen in those countries in
 
our 	sample that appeared to be most affected, ond received the following
 
responses:
 

6.5.1 Most policy-makers are of the firm view that proposals to improve the
 
management and productivity of state enteprises will be very
 
difficult to achieve if such projects remain ir the state sector.
 
Policy-makers are generally not interested in selling off viable
 
state 	 enterprises. Their greater concern is with those enterprises 
that 	 are a drain on national resources (Para 6.4). Some of these 
enterprises were initially not well structured, feasibility studies
 
were not properly carried out, some enterprises were not designed to
 
operate in the most orofitable sector, etc. Most of them cannot,
 
the-efore, be sold without considerable post-sale subsidisation. The 
question that nst policy-makers face in such situations is whether 
some of the current subsidy could be saved by denationalisation, and 
whether the trade-off in the assumed higher level of productivity 
against the probable loss of employment would, in the medium term, be 
socially justified. Fdced with such questions, and despite the
 
current liberal wave )f deregulation and denationalisation, most
 
policy-makers prefer to consider the denationalisation of state
 
enterl)rises, whatever the economic justifications, as a political
 
problem to be decided at the highest political levels. 

6.5.2 	At the political level the question of selling to previous owners was 
seen as distasteful. One politician pui the argument against it this 
way: "if we have not done as well as we could in the initial 
post-indtpendence period, it does not simply imply that we should 
suggest a return to colonialism". Politicians who think this way are 
nmere radical: they believe that present problems are a necessary 
phase that oIUstbe experienced and overcome. Other, more moderate 
politicians would have no objection to the sale of non-controversial 
en terpr i ses to joint indigenous/foreign investors, but they were 
cautious with regard to other enterprises. The implicit recognition 
of failure seems to be one which African politicians are not yet 
prepared to face. But more importantly the idea of handing vital 
areas of the econmnp.y back to former colonialists is simply repugnant. 
Most politicians would prefer another solution, and some believe that 
the political will and ability exist in Africa to take radical
 
decisions arid actions without selling out.
 

6.5.3 	The views of businessmen, both indigenous and expatriate were very 
pragratic. lhey drew a clear distinction between enterprises that
 
should be scrapped arid those that should be restructured. In the case
 
of uneconomic state-enterprises, particularly those with a history of 
industrial di spotes, private interests would be difficult 

40. 	 There is evidence in Zambia that the previous owners of some copper mines 
would be interested in a repurchase. 

41. 	 The negative responses are more generalised than was previously imagined. 
Even moderate politicians are hesitant on this subject. 
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to mobilise. It was generally felt by indigenous businesses that an
 
attempt to save such enterprises was, from a national economic point

of view, a needless waste of scarce resources. Expatriate enterprises
 
were of the same view. At the sane time, they felt that the
 
atmosphere for new direct investment would be improved if the state
 
decided to denationalise those enterprises that could be salvaged

alongside the less vi able enterprises, and provided adequate
poEt-sale subsidies to meet the cost of restructuring and 
rationalisation. It was clear from our studies that for some 
multinationals, there were other factors involved, such as their
 
international marketing capability and other trade-offs that were not 
available to the indigenous entrepreneurs. 

6.6 	 We can conclude as follows regarding privatisation as a factor improving the"enabling envirori-enL" for the private sector in Africa. First, the private 
sector in Africa considers the present debate on denationalisation a 
vindication of its suporior role in business and in that sense it sees it as 
a favourable trend. Secondly, the debate oi privatisation is seen by many 
pe,ple as an indication that gover'nments now want to ccme to grips with some 
of the fundorimental I'pru> Ims.of econoiic dvvelolpnient that have been ignorej
for several years. In this sense also privatisation helps to improve the 
envirormiert. But the real value of this debate depends on stome major steps 
being ta en in those countries tha t have been leaders in Africa in the 
ideology of state initiatives. Thit has yet to happen and it is our view 
that a strung act of political will will be required for such steps to be 
taken. 

7. Economic Corid it i.ris_ and Prospects 

7.1 	 We beg in our analysis With the priuary conditions for economic developierit 
fro:. the pre- indus tri aI state and emphasi sed the importance of the 
agr cul tir al f(Un ions which a number of African states have apparently 
neg lec ted. It w irld be appropri ate to conclude this discussion with a 
general a .essmrnt. of th future of the African econoiny and the relevance of 
an enao ing ernv i r u rio t for pri vate tus ine ss contributions to Afri can 
ec on mi 1 recovery arid We exami ne thi s via ingr olt h. can 	 t rends 
macro-economi c pol ici es, polIi cies towiards the princi pal growth sectors, and 
the way these affect the se..turs that are judged to be productive. 

7.2 	 There i s evi (knce to shov; that most Afri can governments are now, more than 
ever h,,r prepa red to undertak e reforms that wouldore, economic place Africa 
on a vi ~le econrcii c gri.,'t i pjath. ThiUrecent7Thrsi ons at the OAU and the 
several IM! stati Ii sat i on pruranii es test i fy to this desire. In the ECOWAS 
study 42 on Si xteoni We'st. Afri can countries, it was concluded that in all the 
metmr cou)rt ri OS, ec ept oie, mnionetary trends were on a path away from 
di sequ1 I r iir.; at the begi nni rig of thi s year, i n only two of the member 
states, were the real ef fect i ve exchange rates outside their 1960 
equ i I ih)r i i. 1hese factors indicate that if the will exists, a very large
mijorty of the countries in West Africa will have little difficulty in 
liberalising their exchange rates and harnonising them. lhe picture in 

42. ECOWAS: J. H. Frimrpong-Ansah, et a] , opus cit. 
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East and Southern Africa shows similar trends with only three countries 
currently in serious misalignment. 

7.3 	 In most current discussions with African policy-makers -nd politicians one 
cannot fail noticeto the strong emphasis that they now placeagriculture. This is i()-i -	

on 
a i f-a1cuI5----veT-5TpenL. -Two decades agT9oecEet--TTFred around massive industrialisation. As an African scholar putit in 1976 "only two decades ago anyone advocating more vigorous development

of agriculture than was the case under, the outgoing colonial authoritiesrisked the danger of being ranfed with neo-colonialists. Industrialisation 
was seen as the answer to the African economic problem" 43. 

7.4 	 Thirdly, current experiences of stagnation and decline will inevitablytheir own seeds -f de' r i i l o n -, bliri -N#iY grow ou t T 
sow 

- to 
-diFFTc-ul t---t[es. C-L(rI wir)(- --rJcal governmrenits are now seeking IMFstebi Iisat ion prugrarimes, t sti fying not only for a change in fai th, but aIso to an overnh elm ng de sir f or econciii c impr ovement that now appears toprevail over i deo logy, 1hre were times when exchange rate adjustments wereregqirdh. as the surest way 	 for a goverrurent to get itself overthrown. Thatis n,) 1oger' the ca se in Africa. loday most countries have elevated their
blackiidrrts to peia4llel market, and even to second windows in their central
ban s. lhe trer11 to',drdl, alcelJtdjrl(e of the "market" concept and economic
prices is. (:ler1,,Ir,, l' vil(. 

7.5 	 It wuild ap;wtar fro rm the genet-,! evidence that Africa is mloving, in this 
per i(,d, tolw rd, im -;, and ioreI pragriit, ic pol icy formulation. [he nextstep Vill I h t h 1den t I t ait ioitn of tIe SU itable framework within whi ch to
im I .. IIt thIt, i] ' pr ate policiess. [ie objective of this paper has been toi ivest igate t h v.rIV ironmert which the private sector could play ani within 

intoo, ,i(; in,! pf o( 
 ltive ro le. We have ,h(wn in our analysis that there are 

of ii rt be 

to ! 1to- ;t. i, 


0 (iu;,rcotI',tr' that have to reiwiyved to enable the pivate sector 
i', ( rtrjbut ior in the current context. These have beenst l?,l, , ,e I' r ur tr, t iis it the beginning of this report. We have alsoshovi ti'.'t th i ,,r,t ' blem that. faces Loth governments and the private

setL ItF tin I. r-t t , plfreset e devel opment is the sub-optimal state of 
agricuItrIol pru, r oi arid 010, t1d(. 

43. H. A. 01 uwsanni " Afr i can I nsti tot ions and Rural Devel opment" Land Tenure
Centre, Madisort, Newsletter No. 53, July-Sept. , 1976. Page 15. 
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RECOMMENDATIONS 

1. Institutionalise a business code of ethics by creating an international
 
association of African businessmen and businesswomen.
 

2. Identify and foster geographic relationships that pr omote trade and 
production, including regional markets and trade zones, as well as strong city 
to 	hinterland and city to city trade links. 

3. Improve or, rehaNbilitate infrastructure essential to business, especially 
transportation ard telec mmunications; use radio and television to increase 
and broaden education at all levels; concentrate secondary arid higher 
educat ion on techniual and business ninagenient skills. 

4. Reduce state -,,i-a pori li,;niul through 	 of competition,. (-uit te it,'s ericouragemerit 

inc 1ud 1ri,pi ',', I ,at i on.
 

5. Offerr dv'eit,! t) l(,i I irott-t ri s equal to the best available in other parts 
of the r d. I 


6, Face anid ,vtc',r ia the piup lot io predi caert, prirmari ly through planning and 
Coordrrit Ii, H ies create services, and(f _li to sciil employent, purchasing 
power for the ircre J!Jirig P'))Ul1atiur. 

7. 	 R ax guvr :ent intervenrtion in smallholder fanrmi ng, informal sector 
business, arid! 'rri monufac tu irig by reducinfg or el iminating price controls, 
mnart et i rq hadds, fDre ign e,ch are deposit requirerients, etc. Permi t exporters 
to reta i freitign e/chang, eirnings for" investment in productive capacity. 

8. Estas] I ci, rr'ilist ic eclh _rge rates to protect and stimulate domestic 
product r1r. 

9. Promote the de .l opinient of Afri can capital markets. 
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~FOREWORD
 

v~our, rec eb!n'dat ions are 
for Ing I'st,We know that otr re Q 0461i-Qns,.ineed-ny -recomniednain 

I ewser fl ,c keyed, 'by nmer,' to t e-­
--oreigners to Afr cai~ ay ar' p m,'t~o~W 6thWt"Afri66 -fhhtel~si7 

A fun crat thir own :-nablh. h~en m'bsed upon social and , cu efudtionsthat ar di stihctflie yAfican.- The specific xecamrnendations that'wmakerare 'deef~e~mrr debat .mn hCwr I to~provoke
participantSr than -to offer infalIlIbM6 prescri pt n Or r ei te sfteulate 

at' ad tohane of 'a partic uIar kinld, an increase',.n:
A icasabi ityAto~pr bduiceeconomi c goods'~ and services., 

~ Theser recorliendations~are- the outcome of one company_:se~tensive. experience ofdoing' business in .Africa., EquOator has en~serving African clients exclusively
thoghu it eleven, years of existence; moreover .1ts. of~f icers, North AMerican an ' Eropean as 1:well .,as, Afri can, haverspent .the better, part of . their'"li ves 

S'work'ing" within zthis- miarket Thus, wedtAriuo svral hundred; mn-y~ears, ofJ~ <,~experi ence in.African'economies.~ 

I.'n dition, , qa akes, strong~ interest in: questions of; economi cdeyel opnent, especial ly as they pertain to:.Africa.>The company is,:,currently:encouraging research'that e'x~mi'ns~the Western pattern of,,economc groth 6d,transferability. to, the entirely different, context's lof 
ts 

culItu'al 'social-,','and'politlcal relati onshi ps i nAfrJ ca. 'Our reerhproject:i s',i n i ts.earl 'sa"gsThe topicis both large and subtle; 'althoug it ha beestudied -closel ',beforb,by many ableyscholars, it continues to be difficult, and the practical r s'Ut
have beeneliive. Howeverv it'is',possible iever&.-today 'to, a gbnera61-st'aet
observation:. .the .factors~ governing ',the'onset-a nd_ continuio~nA of econo'micdevelopment-in the West were 'many;r diverse, and mutuallyreinforcing, in g 4;~j relationipis throughout society; -it ,seems,, inescapable £7that'Afr,(us create

1yras-ive and 'complex relationships 
occur~there. Thus, tecc of th , hae "nbiT environt'fr- thel. 
prsn 'Conference is not merely~ felicitous, but 'profound, because notin Ies

Sencompassing does justice to the problemO'f, econoaic 'develop'ment . 

sipl e if: trueleco'nomic deeto"'e 
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~~, \ ~INTRODUiCTION~ ~;i ; ~ -' 

the~whole 'Pnto.;pieces 6~breaking u small,,,n'g tobe menable tosud.- Th 
~Conference organi'sers a''1 hav en fru by '661ii pers,led thils"As' ~ for, 
on a er of ti1's as e o Punn SC,. ' rls go~vernments, nultilateral 

en vronmnt; 'the Aneedis .of : profi -rnaking ; businesses; and the -"s cfal 
i, espo i ~bTiti -s of~ bui'nesses . inLa, develQ p'i economy. 'These di ffer'i ng 

~an s per pwill we fricsantstat,, kindeofeve, ray.e hequeton ethr 
't~1.V ae ' enccecpargsaetJlgpaewi1iirto~py,~norde to achieet. 

anwy 1 ic a~ stfdeveopment6rI ficn wil perhaps getroc 


This iapr eals'i6t'icheesofpot-nkigbsiessTaiitekst;'; 
Pa psi t w 1 e n ras question a t rArii casnss wa edntfrtki omolwthean dof p h t"'hat~ cngbe'she cOnic deveupeh t? o s 
they, tre tionay, aievmpt' inh esuldemak explce~ 
'svo rieant'tf to' cotiuteingto,-! n te s 

quesin_eoies sevderalo 


~Teon wrfi~i hat prvae husnesgdes nfc coiibue oeooi
develomn Wentbelireversaibale that it oesfact,thoguthipae~ 
T'hipriaer f reetobuies1s,wth thepnads individua 'ingitiessfee. entrpis,and 

nqetion rat d: the 
envo 'enti thtw ~ale ub~mnntcontriut: dee opet " 

a-dis,-t forlwn hWhrd ,-,rivatecumstn es' ne fo 'n 
e the to uion' Psd j 


rst--- assum private to.cooi 
pc~rite lusnesomeAicanals,individcual initate free ilad.ifrtye' 

The -fe o jsthat , business ih fac -legtiate 
capitaliiseh

2- wordt 'arelyassumedh to be, posiivei2, threeint econ ofmyang m on.eree 
ptro b~tivi tcapitaldsm'to gritter ,'rontial eh'one may 1itsse'good. handeadisocialtinm, 
ecncfg distortionExploitat i p~u' 't-any, p1nthe lon"ar'unnder' c anjiapr
wheir men gabt~in oupigs theage; wisei canf~by rh'rmre lghrerisqet, ic 
ofenOigaethedam ethant uthey rniqelcaratistc-o'Af.ca 

Thesecnd ssup~c 7thatprivate business ha egtiat roei f ca."nis a 
ecoomas7.,In m e'A 'ca 'Crls, cai nlmJ till fro dirtyinelecua 

wod,.~pyn ihnsy n eaiy t hxpl i acto the b an e'6f gues 
- h4at'r 'etalisdemnd!r is th aats a~~iehr mivdil'pipen~rsand 

~~to the'thi~iarid.ie~in toil hc'iicmtsandsin l
ofe actcd oean fis

aricants ontYn. forerspnenth proset~ Afi's
thep~l evede~opsrat~pe rg; wirentecoomir, r th~pac 'fcalltyexprimnt 1 c3 or,1 d,, 
ahr' le~yp'oui grioups;the amr~ee man 'un'u'y-ch2. 'dn o ~ ers 'fe 

'1-ha"thinrd ance to'n ,ithe t uriess n~eedsr cetinvr thigsPEVate '.bnv efromthe­
envionmnrde to ad~tri pojiSchis n,. lo priiat&j'ct'rn urvve the 

. nmbro ntriepae xeiecna dpedn,4Ar an c 'd the, past 
quarter- 'nt;6 ~ deL-os~ae htidvda nrepeer a uv.tv e' n 

there~~-h un U '', 

http:rniqelcaratistc-o'Af.ca


igreater~ scope6 foripariip,)tionin th'cnoy isbkpol iticU intsh essnce ad
hus it lies kcopletel'withiW the autP'erlty ofsovereign A rican goverpnments.

jj&'ayi~s ess'piy'tousle inbdd stand ready thAfricans create their enabl i gq'e vironnent , as a logical consequence of-that, 
crcilpoiialcsin.
 

Be&ause' the , nablin vr ,nin iAsso comle'x, 1ehave b ke idown intIo 
-se6veral categories of analysi si mioral foundations, 'the .soci al contract, pol1 t ical

obj~ec~ti ves and goverrnpnt 1 esponsibi i ties,1'd1g i pri nc 1pIe~2 a eooic 
policies. I~neach~1i sa~ we ';_eai ne theqi mie 6ts' fo ra nai 

tre-n i o rvt business' sothtbsnsca 

-'i" ~ ~,MORAL<FOUNDAT IONS 

'--Thetime-honoredcustodians o nation,s~ oral Mues'are its religious leaders,
'its phil 6sophers. and, perhaps it'~spoets."n iniiul r a sis issthe core'6~ integrity;Jt.1holdsI his But mrafudati6ns}ae alsoof -hisI soul.tog6ther.

essential tosoclety: wihu moa rcpt'admta1l udrsodWights, an~d
:obligations, 1the peoplb are ,an aggregate, - lacig the, glue ,that:,binds,. the
indivlidual to the whole. Thus, )every society 1needs moralb fonain prpit
to its; people, , to their deepest ispiritual beliefs, an o''6dal csta
bring them incontact1With eacr'other--anid with outsiders.<
 

A, Thi s is as true of the economic 'sphere s any other,. Who-gets What,onwhic 
mrlstandards for ec-omii& act1'vity, which i n the fourteenth century wer~e still: 

firmyf qroundedrecepts of~the C.hristian- church, ' i to 8coef 

commercial transactions based loi-1as 1and shared business practices,/took several
centuries and continues t evol ve'Jtociay3 It .was,- and "is.imperfec t, and Its
0 and ar'ele ion But enough Wester'n businssmen 'stuck firmly 'eno~ugh,vo 1ators' were 

'by- their moral prnilst ,mk h industrial revolution, successful-'and 'to' 
raethe West, livin standardsi to unre .edente levels.a 

Li kewi se, :,Afri ca' s peonil societies ApssessId highly develop~ ~ Isophisticated religions,' moral. traditos n tia cdsgennabod:l 
rangeof 'ehavior, including, Ieconomic, life. , The o'tinent'Is 4~goIr aphic,-linguistic, apdc.oth~er barriers prevented~thc' figcoeObehavior, but 'commerce flourished1 Invrhees creftinao~tly incod eof

accumulated , isdom1 of Africanv traditional society was '.swept-1away -during 4the,,
colonial period, but the -potential for -creating' or- 'a dj-i'ticiv-eret
'<African ethical

.~. 

a code is indi'sputable.1 a /-' . TlAI$: -

Athou'h have, 
SWesterners -to -viol ate their, own moral 4 traditio'ns,. weage eeteesta 
' r'mral" code African. business-;is -the 4 first reust:o''nealn 

A] Africans tno 7doubt~ observed at ifirsthadte iIngs o 

k for 
ef~vironment Its essence must be honesty, i nt'egrity -and sonib] --y 

r~ -4 These..a're' demanding qualities e'.tey ar-omo'in- l soclieties,,including 
jj~Africa's.. Everywhere there are mei and women who are honest,' incorrpjhile,-and

A~i~U responsible. ' Soc iety, through :appropri ate institutions, can help -individualIs
S 1 strengthen these 'traits; this is the roie of parents, teachers., and priests tiut:~-'I-it-can-also be the role of colleagues and frien~ds.~ 
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Rcuendation N~o. 1: ~ 

'Afic ans hsJ~uld !institutilonaliseia~,business code of ethics 'by c'eatin~g an 
itrainl associ~atio~n of, businessen an buiesoe; n fia
 

inst"Itttion, upj rdtoa Ai'~ana~dvalue5, a ormal orga'nisation wt

ch -es,I,, "',,V~ town' and na~ io, c~an tengthen businres people's ethicaL 

priee s.'- Ifj -Afr41can bus inessmenT anld bu siessw~men. are members oftthe same mo r a1I 
~ farii 1y,~1V~d~d~t~ mtut asupport a manufatrr j 

O0kar need ,hve fewer qualIms about shipping to' a br ther~in Harare, or. bljyng 

Sor'ganis'ation m~ust' be_ .broad.and inclus'ive, able to-,welcorneall who ,earn their 
vel 'h~odi. :bycom g'i't en , inspire1meedrcca-ted
ai Itss'Ip~teader',,ms ' fea ':be,3(dic 

C611116hca orwh siant'sth i a~lvo ovaly their own busnsss bt also to 

SOCIAL, CONTRACT, 'TK' 

Q'"Africa's moral foundationsl can be' apart of -its social contract. However, each 
individual needs not only a clearilnternal' gui'de',to moral,behavior, but .a lso a:) 
set of ; external rel ationships that offer'-freedom of action, 'stab'ility, an 
support from others. The world's existing societies offer a spectrum of workable4~ 
solutions to the problems of daily life, ranging from' a high degree of individual 

Sautonomy to. a,high 'degree~of social. integration. 'In the -most~liberal -nations'of~s 
the West, personal 'freedom 'is niore highly, valued than the good o'f.,society; i 
fact, the exercise o~f freedom is'assumied 'to produce automatically th'pesonl 

Sgreatest good for society a-s a'jwhole.~ In nations. of: the Marxistiper-suasion,, the' 1
good of soci'etyj'is"most highly prized', and the individual i's.assumned 'to fulfi-1lj

-his highest function through 'his contributions (and pesoa su'rialb)to 
the col lectivity. t' ' ' ''" 

H(uman beings- are s'elf-consciously individual creatures,,-yet they, inevitably seek<;
Stie company ''of fel low humans, and any 'social. contract must take both aspects :,ff > 

hannature into 'ccount2. Each African nati on must determine for i tsel f,'on thei 
Sfoas'its'histoicl dv"'o e and vYaluYes ,where 'on this spectrum it' wisI~es' 

t,,belong.. 'During the teithcentury, Africa has beenl offered two major~'T
i-.odel S7the" capitalism 1priacticed by the colonial powers, . and , the- sociali'smi~ 
practiced by tne -cou~ntriesof the Soviet bloc. Each has its-vari ants,-from -th2 
soia deorayo the 'Sc'andinjavian countries. to theradical exprimeiitation in 

j Chinaduring the Great--Cultur'al 'Revoution!' ' 4' 

~Yet .the' 'mere avai labi 1lity .of" th'ese, two powerful, models does not guarantee their"
 
reeac 'for _Africa '- The Africa'n experience since independence suggests thatw
 
u~~tniquely spe'cific solutionsi to Afic's requirements-for- a social contract (or T
 

gwcontracts), on African terms, have Vet',to emerge 'This isclearly a majbr task irh4 
7 nent Is,devpl opxent, one- that transcends-'the bec'ause jt 'jmust4~4T the.Conti cnomiy

Sencompass all aspects of;, society..One -of the, strengths 'f,African societies h~ 
been , th at c'mmunity- ties are' abuhndant, and supportive,'while individuals retali?n 

, 

scope- for,,'personal ' i-nitiative-<and, growth. ~The , choice .betwe'en extreme~ 
<'.individualism,.and extreme colle'ctivism has often been' introduced into Africa from"i' 
-'the outside',- Whereas Africa.itself already embodies' the best of both'aspects,of 
human'behavior. ' 
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Having said this, we feel obliged to point out, in the context of seeking to
 
create the enabling environment, that the nations of the world must successful in
 
achieving economic developnent have been, thus far at least, those which 
emphasized a free econony and rewarded entrepreneurial initiative. This has been 
true in societies otherwise as different, say, as the Japanese and the British or 
French. Certainly for business to succeed in contributing to economic
 
devel opment, the social contract must allow free people to make their own 
informed decisions, nevertheless binding them together through shared loyalties 
and mutual benefits. 

The reader will note that thi s discussion does not lead to a specific 
recommendation for our list at the beginning of the paper. This is a matter 
requiring initiatives from Africans, not outsiders. 

POLITICAL OBJECTIVES AND GOVERNMENTAL RESPONSIBILITIES
 

Our recoimendations with regard to politics have to do with the scope of 
government, in two senses: first, what sort of territory, and second, what range 
of social activities, guvernment should control. 

The eistence of niz'erus concrete exceptions notwithstanding, the abstract idea 
of the nation-state invlves a unified, independent people, occupying a 
contiguous terri tory, cmntrolled by a government. The independence is both 
political and ecomric, althLugh in exceptional circumstances the people may 
depend teSprdrily upUn cutsiders either for protection or livelihood. However, 
the essenceo f stat.e'oo)d includes at least potential self sufficiency in both 
cat egor s. 

As eve' , n, kn. , , African's nation al borders are products of colonialisl. As 
everywi, alu Mns, Africa's leaders wisely recogrised, at the founling of the 
Organisatir of African Unity, that unless existing borders were declared 

rsacrosinz, tti ptS to chane them might lead to unimagined disaster. As a 
result, .in eormusl destructive force has been kept in check for more than a, 
generatwn. Yet the cost has been high, because the existing boundaries are 
inefficiet both politically ad ec onomically. 

The African reader will, we hope, forgive us for drawing an example from the 
k'rricar hi sturicl perierce. In 1781, during the fifth year of a seven-year 
war to wrest indapendence from England, the leaders of the thirteen former 
colonie created political institutions intended to promote successful 
prosecut.ior of the war, win their independence, and promote their economic 
develon:'.er t. Spy adopted a document, known as the Articles of 'Confederation, 
which w-ll i 11dot'ned t, erahle the thirteen irdependent states to regulate economic 
and soci a l intercour,,,, among themseldves. Each state was free to choose its own 
form of gon!'ct, roise a militia, regulate commerce, issue money, and collect 
taxes, incrludirg imp'.rt and export duties--in short, to conduct its affairs as an 
indepe d.r t na ion. The national Congress was intended mainly to coordinate 
defense, dipl y, coina , , and postal service. 

Despite the tahl rits of a brilliant generation of pulitical leaders, as well as a 
naturaI resource bale Ind indub.t rial investment that were respectably substantial 
for the time:, the system soon showed fatal weaknesses. The rebellious armies 
emerged victorio us a id a treaty Of peace was signed with England, but great 

6­
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powerscontinrued to 'treatbn, t tts economies failedt rseitra 
pltcl di sarement~ flrd ot 	 cae 7bureaucraticn admisimatilor 

nigtmre.j ~~ituag~tion was, ,.in ~.short, not dsila fromdhat ~facing African~ 
natonsfolowlngth~~r,]own indepe'ndenie, 17'87, ,a,vspecial" conventi6b ,Me~t for~the Pupseofds i4aew federal6 system with a .central" g6v*6rnment. Tpis 

covetibon produced 'the vreria constiti~r~wih~ai e~sfi'etS 
~powerf uIand~fIlex ib1 -'6r inte nto' bai IaW~for almost: tw66e ties. 
When theriw constltut~i ~n'1:t6ok~ef fect in~.1789, it exerc ised 'the. 6oveignty~ 

'choe its~ own forrp'ofgover nment-, raise a mi lUda, regula'te' intrnlcoerce,
" and colledtits 	'own' taxes wit h-6 it s'orerr',The feea'oehetwscag 

g aaImy (wh ich - m n dvr-mllbeas-h .,a)oa,,f ml~iti as-­
~were vailable in t'ire''of, 4war)Y cond6ucting diplonacy,' i s su'hg 'money,r and 
col lectiihg federal ta'xes, Aincluding import' duties.,-Export 'dutiswr abol hed;~Y' 

It:s not the purpose 'of thiS exarpIe to advocate-, a United Stateso frica;.~
Safter, al11 'Europe has~prospered with~out un fication. The point, is thtmrc 

'.''experienced a'system ,much like the o"~l Africa' has today' '(ini practice,-the 
Continental Congress was~not much mor"6-pcwerful than the OAU);' andit fald't 

:it. T;-ey then created <a new 'system based upon~what the'y had l'earned from .the'~ 
fa'ilure o'f the oi'd. The new systpm e'stablished an enivironment for economic growth~-'
whi le preserving. desiralle social' -and 'political'' institutions. The new,' 

'~overarching political structure helped to link the diverse geograpllc, 'parts,,
stimulate; the- formation of, markets, and: lift the' burden of, bureaucratic'~ 
administration.. Key trade activities,' from'city to hinterland and from city to 
city, received a strong impulse by being freed to~grow uncontrolled. 

S Since the redrawing of Africa's national borders has avery low probability,, we 
must-look for other ways to rationalise- the situation.. Some African nations may
be permanently' deficient in resources, while others may-~be :unable :to'tae best ~' 
advantage' of their resources because they cannot achieve economies'of scale, Iost '. 
African nations, despit'e repeated'efforts to'create 'egional markets and lines "bf'"' 
transportation and communication; find it-difficult tb' cooperate with- their.'1~ 
neighbors because of natural or administrative barriers.' ' '' 

S Recommendation No. 2: 

.'Aricnshold denif an&'fv*pe -geographic, relationships that promotetrd 
Sand production, including' regi/Thal markets. and 'trade zones,. as well as ~strongV~
~ci tyto hinterl and and city '",ci'ty'trade, links. 

'<'The 'second fundamental i ssue"wi't h'regard to political objectives has :to do wi1th 
-~- ' r6~,ange of ksocial -' ctivities g'overnment's '"should attempt to control, The 

,Am~ierican natural phi'losopher Henr David'Thoreau," writing o'n "Civil'Disobedience".I 
1l849Y. asser'ted 'hi's' position unequivocally: "That government is best wih 
goen -lat"W eieeti od truie 'for the governance of"Afric'. 

Sprovides a"harpchallenge to any extension"of- its authority. It~reserveslt'
 
government the, things that only governm~ent'can do--monopolise the, legitimate 'use
 
offorce'through..pbliceaid dfense powers; provide certain'basic social- services~~~ 
(-''"masseducation, public health,.social security) that involve'the'whole 'of the;j'

~''-population; and' succor ths tews ihu ep anid unable, 'to provide for"" 
'themselves.' 
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Clearly, gomen i fiahslgtmteven~ essential economic furiti oris we argue', hoeer, that Afr"ican governments h)ave tried toaccoplish an imp ranit ~group oJt, ask to~wh~ich~ they, are usuiLed, forK which 'they, 'lackvjadequate 
resources,. and whi ch canbe' performed bette'r by thjeir own private' citizens. That~igt uins hae' atempted to be the main engine of progress'k the ymaryor,';the 6'er 
This was a rpon1sii Iit ,for-whic nationalieadersa inufcet xets 
ecnoi a Ir~ anidproducer of1,as (ism aes 

trai ned manri erita1 manpowr -,funds,~ or materi al goods'; - Givyen the resource
shortages,~ the ematT'tto fulfill this role,,hs :not only "prevented icessirprobducti've capacity, it.has,als'o severely,c'urtaile governments ability to meet,~ its-other ecnmcresponsibilities ''' 

ciey''s'f~nl" r~itr''o economic,:justice -th~be ng anr extensionof. the policepoe to poevent powby 
one person del iberately '.to i nJure' another. Government can and: should .shape,, hedirection and 'promote the Ogrowth~ , of eco'nomic activities .through fJinancial1

monetary, fiscal, labor, and trade policies. Its programs for, population, control,i, 
"' 

education, health, land distribution, and other social needs pro oundlyiaffe'ct
;~'the'conomyw Its 
 regulation of investmeni (including foreign investment),
 

'''resource. development, environment, transport, commnunications, and Athe like 'allIprotect 4the Iegitim-3e interest of the 'nat-ion's people, as. a whole' theseregulations'cani be' arranged so as to" stimulate economiic produ'ction rather thanretard it. In an C2nomy that'-relies. upon private iAnitiatives to generateincreases in production, government continues to play a suCpportive,"role, creatin'gthe so'c'ial "and' physical infrastructures that facilitate'privat' efforts, ,andprotecting the' people against- abuse of1 economic power on. the' part' of 'private.interests. Perhaps the Japan~ese'experience can serve as a model':while production,
 
S rests almost exclusively in.private hands,' the state 'works every closely, with

business to achieve economic objectives beneficial to the whole society.""
 

Recommendation No. 3:0 

In< order. to0provide pri vate businesses with an environme nt enabling them, toconribute to 'economic development, African governne'nts.,should examine ,the~infrastructural requirements' needed to bring, prdciep~lies
resources together. Modern 'transportation and te'lecommu'nications are. specificareas for~concentrat-ion of' effort. Althouigh "feeder, roads in rural areas, a'',,essential; modern highway networks ,are not an 'immediat'e;requiement because thetraffic is limited; moreover, highway, costs" for Afr'icaas' a whole .woufld beastronomical; because' of~the- continent's~size., Similar argu~ments apply: foPr ra ilways, Afri ca can overcome, thle ob staclIe' of distance, by expand ing commerc iaIair service and general aviation,' both activities that are, already' 1 developingwellI By'Imoving .'forward on aviation'without waiting to bui Id omplete4 groundtransportation networks, African nations can leapfrog expensive- obstacles 1 to~><. their developnent . iK- ''-'" ' -~""' 

SWth regard toitl ''miui ios Africahas anotheepr-oga opotun tt
Can bring econiomic information'and education'to' the people" via radio, and 

Stelevision.The system would involve broadcasting facilit'ies in .major citie,
satellites instationary orbits above Africa, dish receiver antennas in the, ownsd
and major'v1llges, and rugged, inexpensive TV set's equiipped toOa~pn.oa
alternating or direct current, generator sets, dry, cells; and~motor vehicle~"_batteries, generators, or alternators. (Radio rece'ivers, of course,, 8re already4 
.Widespread.) The networks could carry (a) educational programmi~g nfarin 

8 

http:toOa~pn.oa


chni ues, use osf tools and materi asx famiivy health 'and hy ,n, ieayp~~~escpo~ ~ ~ b' ew,'molaip t.; ~ services providing Weathe'r crop, andpre;:,reports - and& (c) 'some ertertai nment., These% 'servces' 'iht,' do mo're~topread'
knowldge and~ improve produftivity. in iAfrlca',tha6 -any"-te sige gn of 

Educain s i dely shared, can hel p increase performnance and imrv lvso sma Ifrs s~ad insaII, shops of h.inrmlsector,;.but the modern industrial' 

triigpogaie ge6,ared tow'ardlAfricans- -bt arod-nd wi thin Afica-lo as 
to t~uta p tgap- bewe theI fe6w-effective7siioire YectieIn e&­d 

mrany wage earnIers who ca'n do the'Work if,given prope'r supe Irvision . 
Onef te rasons. why African governments have had such difficulty in providingA"the, necessary social' and Iphysical infrastructure fo hi~cnm is,that;, n
 

1<trying, to- be thenmain engine of e'c~nomic pors they have diverted resourcesfr~om these efforts into inappropriateleconomic activities. Lacking steel , leaders 
Sborrowed .abroad to create a'government steel mill ;Iacking theyplantd aAl sugar,

hug( governmient estate; finding local bricks too crlidei' government,:built,a moder~nljbrick factory dependent on foreign machines, driving of? 'smal'I, privat e~ scores
:brick maikers out, of 'busi ness. African 'governmients .have spent bill1i ons in'donor~grants and' loans, as wel I as private foreign. loans, on state-owned production 4'~~>facilities' that were and 'are' uneconomical ,anyi continue to absorb scarce funds,~u
including,;foreign exchange, whi le l'osing 'mon'ey 
 and operating at ,afraction of, 

There 1 are essential'differences'between'government a'nd 
private sector production:~
.goverment exists to serve, political rather than economic: purposes, it can U 
Soperate at a loss for an indefinitely long time; '1t-ne'ed never de'clare bankruptcy.and liquidate 'its assets.' Thus,'"economic efficiency is not amonig its 'requi red 

chrat'itis
 

Unfortunately, economic efficiency is required 'for economi~c deve'lopment, just as,it1 is required for the survival and success of private sector firms. The ;firmithat :produces less than it consumes is destined for obl ivioi;'itj cannot, huy raw'materj'i
,s, pay its workers;, repay its' bankers, borrow money) for expansion,-reward
 
1,investors, attract' new ca'pital.
ilts Itmust'produce or perish"withi'n a relatively


~.short ,timne. The entrepreneur who cannot 'produce a net g~ain 'in'value for his
efforts in one business must shiut its doors and seek another~opportuinity',that

more productive.' Because he must compete with.other. producers 

is 
of similar" go'ods, a 

Ihe 
 must constantly strivye' to1'provide better~goods at lower cost. '' 

I ~~Recogmndation No. 4:-'3 -

v'Dimini~sh,1 the role of .'state-owned cob'porate' monopplies 'through ,encouragement ;ofj A '
'competition,~ including privat'isation' These 'days, no set of recomimendations for~.~imffprovinlg African economies is "complete withdAt referencesome to privatisation.
ln African countries there exist a wide varie6 of staterowned and state-operatedj~corporations created to provide 'goods and services to 'the people Wiethi.economic inefficiencies are widely recognised, 'they Yere established originally

3-~for political reasons, and there rremain political 'reasons why they are difficulty1~ 
>' Idoto 1abandon.' These have to with the 'misguided role of the state as econoic1'Aengine, creating economic activities'by fiat. The solution isfor gpvIernnment to 
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step back, s asve its Iimiited rources,, and encourage private iitiati est
 

create the productn development."
ssi 
if thitep toarddi smanti Inrg this apparatus, governmnt peforms a kind 
oiftrs ag.e, identifying those 'firms (a) thatshould:remain under government 
ok'qweiship. (thiose, thought to' tee'senti altontn.dees or social welfare, 

suhas ,heavy weaponsinajiufacture ~orhpostalevie, (b) those'tha hW1oulddbe, 
closed down and',abandoned, and (c)_those with viable proucts or m'arkets and 

-The- third- categodry- contains the candidat's--for-pr-ivatisationi'but''Js-r-cis 
here that. governments iltot . cil{ tofl t gof i fper to, ade.eigo h 

" ""poltical'~ leaders that ,th'ey, should .give .up a.gb'ing concern, especially on~e 
providing 6 needed -service that yields~a real 'or pote*tial profit-.nvertheless,, 
t is'orly:these fim ha~r attractive tobusinessmenas acquisitions. ,: 

IK't'may not~be easy to' find& a buyer able' to make~thie ~substantiaI capital,'i 
d~' investment'needed to acquire the firm's assets,.particularly if a large 11amount of~ 

imported machinery'or raw material' is inov Isuhae,'frinfirancalW 
~'iiassistancecan make an difference. a oImportant

African government' wants to seloftedmsi.arielnigtecpia1
KWith the hinterland, it must find qualified :buyers possessing, the necessary. 

'Imanagement~ skills and able to 'pay forl'the aircraft, spare~parts, hangars,.~ 
Ktelecommnunications equipment, and ,so forth, most obfw.hich was imported and for 

which the government may still be paying in hard currency under long term loans., 
Unless someone 'helps'the government to pay off those'loans, in effect recouping~~
its equity 'inthe; airline, the governmenit will be reluctant to divest the firm 
despite its drain on the 'national its inefficiencies 'in, the,budget'and serving 
public. local buyer cannot pay. in foreign 'exchange, the government'
'The 


long-standing policies made difficult odrimpossible for' private.~
having 'it' 

citizens to hold forejign currencies or maintain accounts abroad,
 

In 'such cases, foreign assistance can'be the 'citical catalyst :making. 
priyatisation possible,' by providing the govermepnt, directly or. thro'dgh the 
local buyer, with the foreign exchange necessary to pay for the assets; if 
directly, the money could be, in the'formn of a grant, or a concessionary,:
long-term loan to~be rep'aid. in'local or' foreign currency,~ If the -foreign 
assistance passes via the locualprivate buyer, he acquires an ob igatiorn trepay

'the foreign lender either in local currency or,' in the case of afirm with e'xport',
pteIntial, in retained foreign exchane earnings. Better still, an agency ofthe, 
assisting foreign igovernmient might guarantee or insure such an obligation funded, 
by a private bank.' 

Parenthetically, without reference to the~prvatisat'lon pr'ocess,2 we' would add 
that donor nations can alo u some of their aid resources 'di rectly into the'' 
hands of small private producers', pr'oviding 'grants', or, loans 'to joi~ntKventures
involving' local' African entrepreneurs working with 'foreign jfirms. 'The foteign" 

B' 

~partner would then be 'a, likely source'of hard' curny qiya elaan 
guaranteed or insured~iy ,the~donor governmenit. 'Thi's' is not 'to -arue 0ta 
multinational 'businiess' should move inoteArcneoo~ aumai ~e 
over;, Africa will never 'attain self-sustain~ing'growth'unless its.peop le masteri~ 
the skIIIsof. builIding and' managi ng their ow enep e,,-hsachieving 'hi' 

,own economic, successes.'''' +.: 
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- '>y4 "~'LEGAL~''~. ~ PRINCIPLES2i'Jj' 

~~one >of~ the key elements in'the~enabling, environment, 4is dependability.~ We
 
deliberately chbose>this~word rather'than~the more common ne,'-stability,' because~
 
we recogni se ,that" societies mnust , hange,' and tley can, ch'ange '.. t 'arying

rates-,no l mor oieycna4 e d b
qu~~,,aan !;ol.' Jbft 
relIyi ng upon <tradi tiona I cu-stom, but"1in modern societies, where 'techhol ogy, and 
institutions.''cIkang, ver pilynrle ipon ptradition' bcomes :difficult, The~i" 
Ira'nian Iat t ept to ~>make>jmodern technologa' 44subservient ,:to 'traditi nr is an 

experirnent --who seloutcome, a4a i tstthe- pa s s age-ofzzt i me;"-but-~a Iready -the --resuIt ing~. 
­

~stresssarerieadi lypjiparenit.. 

1n the West, by contrast, ~the process by which tradition gave way> to-secular law 
closely preceded the' rap~id development> of "technology 4ind'the unparalleled 

Sincrease in 'economnic"'productivity that we call the industrial revolution, Ov'er-
"'
 

w'>>the course of several centuries, increases in activity by guilds and, merchants
 
builit, up a body of 'commercial law that: provuided' tile framework~for" new -social ,
structures well suited to business anid producitio'n'it included statutes. and 
precedents governing" land ownershiip and'use, bankinig 'and 4foreign exchange"'trade,
maritime .transport, taxes, labor relat'ions, patents:,:insurance,4'and: the like,
These laws continue to give welcome .structure to businessmien's lives, -Africans)~}
know them well because, they were imposed upon Africa bythe cooniial powers,and,~
because they continue to govern transactions' between Africa and the rest of the ­
world. 

Some *of these legal >principles are embodied in 'the constitutions of African 
-count ries, but' businessmen have come to. feel that laws ar~e less, depen'dable in 

'
Africa than in other parts of the'world. Insomecountries the authnrities have 
:displayed little concern for legal niceties or for the- o'p1nions'of businesm~en. 

'" 

who complain 'of ill treatment. I n others, the dcsire to no oona 
institutions has meant the undoing of past legal. systems.' Deemnto t evel ' 
the differences between. haves. and have-nots has 'weakened "the righits and 
protections oaf. private. producers and tr'aders.., The rsl a en ht 

. 

businessmen'.have simply. looked elsewhere for opportunities. Foreignrs&regard 
> Africa as ,adistant last altern'ative for enterprise and inve'stment. Afri'cans who ,­

achieve any modest success. in'business may spend'more'effort'on protec'ting,'their"4~ 
gains by exportlng them to more attractive countries than> they do, bn the: business.Ka
 
that produ'ces the income in the fi'rst'place. 

Recommnendation No. 5: ''' 

African governments, must offer dependable legal, protc'n eqa otiebs of 4 

those 'available: in other regions of teworld. Si> nylglsystem-is. a4'>a 
reflection of its'society, the laws" that'support economic deeomn mutb
 
ref lection,of the enabling environment. 4Unless the> spirit~ofgot, iest,
 

4 4 and enterprise prevails, legal protections. may failiuto be> uphield vigorously,' 4' j 
44, Legal protections are, critical' to attracting andholding investment> in''African 

countries. They: are .far more, important> than 'niv'es su.ch as"netmn' 

444 protection against competition, tax havens, subsidies, or lon(, tern 'contracts. 
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ECONOMIC POLICIES
 

In order to contribute to econolnic development, the private sector in Africa
needs resources, knowledge, finance, labor, and markets. The resources are ampleand knowledge is growing. As Africa pursues policies that reveal opportunities,
funds will seek them out. 

Labor and markets have to do with twin attributes of population. As the questionsof population and its rate of growth are sensitive ones in Africa, touching
social values and 

on
political choices, mention here under the ofto it rubric 

economic policies may seem out of place. Yet we are not advocating population
policy here; rather, we seek to deal with the economic consequences of
uncontrolled popu l. tion growth. 

Africa's popular ion is grcwi ng at a high rate, and the argunets aboutconstrainirg it arc- too well known to recount. Certainly, were population growth
to slow or stabilise, the task of economic developnent would be much easier.However, po;;u ilti on gro,.th is a social phenomenorin that operates in Africa, today
at least, with the force of nature. Thus we may take it as given that population
will double and perhaps double again in the decades to cone. As a result, the
econOinic (:onnelinirices of that growth require urgent attention. 

Recoimnendation No. 6:
 

Africa must face and overcone the population predicament, primarily throughplanning and coordination of policies to create social services, employment, and
purchasing power for the increasin j population. The continent must generate realgrowth well in ec ess of the three to four percent annual increase in the
populatron if the quality of life per capita is tU) improve. Moreover, the high
birth rate rla'rntees that childrer: 'n1idyoung willadults constitute a majurity
ill v iictul ly every country , rPqul ring expensive social services-especially
educat.r.,,i, Il their prolvict rye contributions to society still lie in the 
future. 

African ql,jr'vewt mwo't bend every effort to making thes younq peole
productlve, Ir it is only through their labor that Africa , 11 developeconc.al ly. .tri c , ec.m~cnires must put the fruit of that labor into the hands
that earn it, ot.( .' u the pur-ihasing power of the wiarking masses wil , be themdgnet that nda fcr h ever greater production. Most critical to this outcome are odu Arot af,(; tr, ,eII;; of economic opportunity. 

Th (i ,' e ,r in1c sy'.teii that will meet the needs of future Africans is one that 
prow e' ac te ,l l iroi inq wealth. It will not do to redistribute existing
wealth by td! rl it a .y fror others. After a generation of concentrating on
level inj trruro butini whichij, ru.I- 1t r -- underl ies, after all, African socialismand the African or,'jument in the NorLh-South dialogue -- the enphasis is shifting
now to pro:uction, Liv the pr-ple work, give them incones, and they wi l: buy theresulting increase in pruu( tion. Frun the perspective of the working masses,
trnis is the heort Of a .u (essful economy based on private initiatives. Do a few
becqme riLh? l-. Do the many prosper' Yes. how else would you have it? 

Given the dynamics Of po(puIatiun growth, creating wealth by means of steadyoutput of goods and services is not enough. Economic develolpent goes well beyond 
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miere ;incea~es in w1th it requires in the productive~capacity to create 
we'alth: not jest'mr mize,, b new, t r a1i f seed mai ze that increase output,.ut ns 
not, us morecloth, 'but) more txti16 iii 1 s;~not ju~st more pharmaceuti cal s, bUt~ 

nwcures for tropical~diseases, ' *'-''" '-. 

The urgency of this situt ation dean~dsp agmt sm. Fortunatelyv,, there a'e signs of 
thiis'ew pragmatis ~i n anh~ ica 6 66un triet, Governments. are experin ijng Wi 0v" 
~pol'icyreforms that~already are yielding modest imrvmns npefra .: 
particul ar we reccxpiend that African govern~ments take the fo oig p 

~.ARecoruedati on No 7: " ~ 

Jelax,R government intervention in smallholder farming, informal sector, b6Usihne,s 
~'and 'modern manufacturing, freeing private citizens to use their 'own, et 

Judgement about, what to produce and where to market it.Peasant farms, remain the,
backbone of virtually every African economy, employing the majority "of workers~ 
.ard providing a substantial portion. of GDP, yet governments have dicii ae 
against them systematically, using controls on producer prices and subsidies fo'rir 
food, sales in the towns and cities, Government marketing boards<~paid low, fixed 
prices for output while charging high prices for inputs'such as credi 't,seed,, and
 
tools.. State-owned wholesale or retail outlets in' the towns and' cities marketed 
food at artificially low prices. These interventions have so c~mpletely distorYted,:

'agriculture that e capita food production ,inAfrica has been falling for'more 
than "adecade. 
 -

Africa's severe droughts have undoubtedly done enormous damage to the continen's~~ 
food production during the past quarter-century," but 'food production. policies
have been so mi sgui ded that they' may have been even more destructi ve-~than'~the'1­
drougt'itself. Certainly, had better~policies been' followed,'the famines wb~uld >~ 
have been less, severe. In countries 'where -governnient. has raisedpduc pri es4 

"K or allowed them to rise freely to market levels,' local food production;has'riseK4
fre "y to market. levelsiplocal food 'productionhas risen remarkaly Zambia' and 'K't 
Zim2bwe are two 'exa'mpl 's where returning rainfall and price incentives,'have 
produced recent bumper crops). ' '' ,I~ 

"InformalI'"sector business does not mean; "illegal" 'business, although some 
'informal; sector activities have been prohibited in some countries. The. informal 

, 

sector comprises small' craft, trade','and service activiti'es at the edge of~the 
money economiy, often~ family businesses;. in theI vil l'ages and towns--furniture ~ 

' 

mak~ers, bicycle repairmen," street''hawkers, ijitney''drivers, and the, like These' 
Ibusinesses have difficulty obta'ining'credit, 'pay high taxes and graft: to local 
"ofif-iials, and. often suffer. from admiini'strative- harassment of various kinds.~; 

- 'Ne'vertheless, ;some of Africa's 'most' succes'sful businessmien and women have gotten y 
'started in the informal sector;' it is the' incubator of private initiative. As 
such,,it has earned the'right't b left alone, which is probably all it'nee~ds"in4Yi 
o6rder to'thri ve.- ' K .- ~12" 

U The moensco of' the economy "includes;"producers of' industrial comodities ~ 
(fertilisers,' retas, minerals,' petroleuifl),.agricultural products (cereal grains,,:

edible oilsj fibers,: fish,: flowers,' fresh fruits and vegetables,, meats; "sugar),
manufaq)tfired goods' (conisumer' items, machin'ery), and services (transportation,'' 

tecco.un ications) . -At present, 'vi rtualIly, a11 of ,t hese. producti ve activities,~
requiire foreign exchange,' because ,they ?tend 'to require inputs not prdcdin
Sub Saharan Africa;i likewise,' much'lof their output is aimed at markets 'in 

Sindustrial cuntries, so'that sales generate hard currency earnings. 

13~''~ 
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These4 modern-sector4 activities ar es~senitial~to devel opnent, because theyin~corporate very, large increases, i~n kpoducfivity4 asl compared wit~h tradi tionaliwtos hi potential con~trib~ution to th 4:'qality':of life iscrs pon4Iarge; Lut at present fthey tenpd to operate at, aIsmallI ra'ctibn-'of capacity. There 

~deyel0ent begunliunder' colonial ism; in~ that thyrely upon-tmported 'In'puts and~2jexportrunfin'ished goods tometropQ~~n res 4 1slae hma 3 tegry
prices set ,abroad, ,over~ wich.,.they 'have n~o conitrbi .::Second, ei'iid few 
~ consij~i-i 'n dmiong their African neighbors, heir natural, market, .who th.same predicame'nt._ Third,jy d6 n~pn~4e~coeinecane'in~hLA 

~4governmentsuffers 4achronic?Jorei-gn excha sehbrtage'lit te ndsvlto sequesterKexorti earnlingsi in' 4the. central iJn) 'bank ordr to~:use them.for 4' Its owii rgenttreuiements' ieaving theQn de~~ tor without 'the raw materialsr 'Ilcmni 
machinery, 'spare , parts, 4and suppl ies, it' needs to ,operate competitively. -The<
insufficiencies create Ia,.downward iSpiral of diminishing foreign exchanpge
earnings; eventually, the modern sector'is virtually shut,.down.
 

~<" The solution is to begin. feeding foreign exchange, as scarce as itis,back intothe mnodern sector. Two methods that are being used today to do this, are Ahe~~weekly foreign' exchange auction, at which 'companies can bid for the hard~c'urrency'they ,need, and foreign exchange retention schemies that a)low exporters to keepl
'44-4 some of. their, export earnings4 to, be plowed' back into plVat rehabi litation. Both 

methods' have produced production improvementsinthe short tim~e they h'a4e~been in 
<~use. Both offer 4the hope that 'an upward spiral of hardicurrency earnings cani~ 

4' replace' the decline,' Success in exporting,, will stimulate the modern sectorv ~generally, creating additional investment opportbnities " ' 

44 2Recommendation No 8: 
4. ' " 

Establish realistic foreign exchange rates. This policy decision,c which 'can
produce far-reaching 'improvements in, economicconditions, isals among the mos~tK 

4'difficult' to' implement because it'pr'oduces, short-term sufferinq throughoutjsociety, Inflated 'exchange rates are "seductiVely attractive because anartificially high value for' the national currency makes imports cheaper and' exports dearer: given~a choice, the citizens buy imports. The resulting massive 
outflow of foreign exchange leads' the goenett oto mot by''MpRosing 

~ ,' borders, and the like. Such :controls reduce availabi lityI but not demand,-so 4 ' people 'pay mo~re for the scarce items on the black market. The main beneficiar.ies 
are the wealthy, who can 'afford the black market' prices.
 

Beasthe,,country's export goods'cost 
more to. produce, foreign competitors gain
74an'advantage 'inmark'ets abroad, so earnsthat 'the" country' less. foreign currency9than it,would other~wise.. Eventually' foreignv exchange 'becomes" so' scarc'e th'at;
essential imports are'rtioned'4 or foeoeetrly ny'hs with ispecialpermission' from 'the' governmnent~may import' at all, 'andY'permiissio ''usuallybeyond the reachof't'he man inthe street. '~'' '' i '' 

In such' a situation,; a major devaluation of the currency'caluses a sharp jolt to'
ythe economy.' Everything that' is~ imported--I.e., everything~ that.'''I s~cheap-,-suddenly becomes expensive' Inflation surge~s, for. i~t'follows'ithat if goods~~':,are more expensive,' everyone must charge, more for his'output :in order 'to-maintailn

his economic place: wages go up, driving .up the prices of domestic goods'andservices. It takes somie time toofor these, effects to work their way fdl ly,through~
the economy, so the pain isprotracted.,,'4)44 

44 ~4- *14
 

4 4 44 44 4 



--

Onte other hand, 1 a,consistently. underyalued currency, whi le itprecluds
4~no~et~ofqiejgde iis. ,prov~ides slid, _long term benefits'. It is e­

fiancial:equivalent of, 'a protect 1ve',tar~iff b'arrier~used to protect dometic~
 
*-producers,' Because foreign food, J's ;expesie toimport' domnestic 'farmers' are 'able
ito sell. t' a profit., itle pic res an mnfatre to~ad'ataee afts'men, 

arketteirlpro'ducts competltively;A,for example" theImaker of-fire-tread"ss'dals
cano' traders' import-machine made~ leattler. sadls t~ woi ,caq
bu if the, are , tecea snas become for'mports~ Ipps,. acceptable
~ordinary-wear. LoW',cost- local -Tproducts and, expensive-.imp'6rts thus' come, to occup 

' 

,---diffeierit competittverich:i-;-T e-dsetic-producer-6an-,survive -and-'thri'e -. 

Why. shouldtegvrmn su pp sanda IsWhen,, by manipulating' the valueort crude 
o2f :the ational, currency, it can make 6etter, foreignisandals affordable? 4The

~;answer:,is th~atithe long-term benefits outwei'ghthe short- term savings.' The~localrpj 
m 'uses; materials,,.- no foreign1exch'ange, ,to produce ;.,his 

< 

ranuifac turer no 'foreign 

6 sa~dals. oreimportant,, he employs local labor, creating local purchasing power,


both he and his employees acquire ski I s that, iti time,. enable them to improve

their;'products and create new ones. The -skilPled:employee can leave to establish 

~hhis-'own shop, making sandals or some related product., As the history of, Japa'nese-.i
 
industrial development clearly shows,A th'is pro'cess can' lead eventually Ito global~

lea'dership -inmanufacturing, Repeated throu'ghout" society, itis the essence 'of~
 

~economic dev'elopment,' 

Recommendation N4o9: 

Promote the development of Africani capital markets. 'More- than twenty years ago
'H 

an African Marxist economist remarked thati "You can't be a 'capitalist if 'you 'j

haven't any capital." 'He referred, of course, to thepoverty of his compatriots

after a century of colonialism; yet his point acquired a new irony inth'e (fsuing 
years, as state interventions in economies effectively blocked the accumulation,~'
of funds for investment in'production. As..a result, the, natural evolution, of
small- and miediumn-sized 'financial institutions never occurred,,and the withdrawal 

­

of, government from the economnic arena will] leave avoid thatmay take many 'Years 
to fill iflf olocal' skills 'and resources alone.' ~ '' '' 

~ Three c'onditions are essential, to the nurturing of capital markets:' (a) faith in 
-~the business-enivironment such that businessmien 'believe-their investments';to be 

-~,-securie from 'government interference not onytdy u o teftr,() 

~'large enough to 'enable''indl viduials' to accumulate it'.in quantities'-suitable' for 0 ' 
'A investment, and (c eihra egh eidO o ntttoa vltooa 

injection of foreign caia ospeed, th process. 
A'number- of successful' African, entrepreneurs' have started, with: small4qiy

,.loans fromiycommercial banks; >therei were 'and 'are few~ 'venture capitali ty'1i 'rA'i 
,Afri ca.~ The" exi sting i ntermnedi ate-sized financi'al- insittions lack f'unds- and the,, 

,, means to deliver them- to would-be entreprenours. African governments can
stimulate the development of these institutio is by allowing realistic interest-J~ 
rates competitive with institutions outside the country and with domestic­
alternatives such as real estate holdings and retail, trade, nventory. Fore Iign' ) 

,government and multilateral 'aid' agencies can help by offering ~guarantees to
foreign lenders who put funds into these intermediate sized financing activities.
 
The recent- Baker Plan proposals, to have foreign private banks restore and


Sincrease their len~ding to developing countries, offer an opportunity to channlela j

rtionof that money into the creation of capital markets. ~ ' 
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;A?~2i~' ~ CONCLUSIONS 

Thus far' i n istor, nly hanfu lof, nations~have undergone the transfor ii4" 
epei ep of economic odernisatio oir ipdustria' reouto knw seooithdeveopment, proceIss that-V iiyl ,ncreases, routv' 6a ad i, poves9uallt oflfaojoriyy6'ep eduring eir owqn lifet ines. The

~hii'cal eap6SIOLecooi developmepnti'stnoringly su'ggest that' it emiergesfrom
a .complex: backg6r~ou'id "of cUIlturaI .' poIitica1a ela 6 mic ---..-- forces.,We-should-bear i zmi nd that the4nutia ~b I4 S,7ej ther-~~l 

ip~preie&'ol ~& d asFrce~iit was occur g at last o~tih;t s 
~early. stages, it simply happened, 

Wth.the exampl e of, the 'economic 
-Japan' before"Us, mankindi is no longer.wllljngAo await economic development asan

~cident 4of history, nor even :as a slow process of 'evolution. We want economi1 c 

Wi t~ transformationf of Europe, 'NorthAmjer* ca ad 

''v~ aciv it.development now. We'want to know what tu dol 

prcs fsc opeiyrsss ~l nlss Grand soluii'ons Ihve been''rpsdsm even itried,, with disappointing, results. Nor does _economic
 
S developmient appear' to be particularly responsive,,to, central planning; too, many'Svariables,';too 'many, levels of, activity, and too an'y centers of initiative are

involved to make unified directioni effective. Rather, policy makers Who'wi'sh to
emulate , successful, industrialisation and to, enjoy the benefits: of- ebonomI ic 
development (and 'who are willing to submit themselves and their countrynmen to its 
stresses and cost) can best achieve it by'creating an environment hospitable 'o'
the private 'initiatives that lead to increases inproductive caait,
 

This is what we believe the Conference on the Enabling 'Environment isaot The& 
outcome of the Confe'rence should be, not a~grand experiment, but 'many. 'smi 11
experiments, 'all aimed toward constructing' the enabling environment. Some:of'the
experiments will fail, but, those which 'succeed will hasten the process; -,of
transformation. Our, recommjendations are' proposals for' experiments,'We bel eve 
they can contribute to'success. , ., ~ 
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INVESTMENT IN ZIMBABWE
 

The delegates to this conference have come together to consider the question of 
establishing and maintaining an Enabling Economic Environment in Africa. It may 
be useful to make known scxne of the features connected with an investment which
 
H. J. Heinz made in Zimbabwe in 1982, in order to see how the investment was 
made, and to consider briefly whether it has borne the fruit hoped for by the 
parties concerned. 

The background to the proposed investment was this: 

H. J. Heinz Company began in 1980 to *rev-ew invest-nent potential in the entire 
Sub-Saharan region, an exercise prompteu by a World Bank Study that showed that 
whi le the US share of the World GN;P was declining, that of developing countries 
was draratical ly on the increuise. Although a company with annual sales of over US 
$4 billion, it was realised that Heinz had no production or distribution in the 
countries tohat containt-d 85 of the world's population. Their Third World 
interests w.,re confin d to Mlexico ard Venezuela, and it was agreed that if Heinz 
wan ted to groi as a com;yany, then increased involvement in the 1lhrd World, 
including Arico, ha.: to by a vital part of that strategy. 

Heinz dr, , up a list of criteria by wbich they would assess a project's 
desira: ility. The fators considered took into account both a prospective 
acqui it ion 's performa, ':e and the performance ot the country in hich it was 
located. 

Look i rig at the c(x:ipany's requirement s first, they were seeking a concern: 

- in field similar to t o,,, preferably in the food business.a oir 

- staffed by, nationals ef the country andrnot reli ant on expatriates. 

- of a sufficient size to give the; a "critical mass" and a continental 
base frL; wih t ey wriu id be able to spearhead their expansion within 
the countr ank the rei,uri., 

- that was not dependent on im;iorted raw materials since foreign currency 
is a severely liriting factor in nmost Third World countries. 

- that had ready marV.,, for its products within the country and was not 
depend,-nt u;pon exports. 

- that. had good prr fit potential to justify the greater risk of investment 
in the lhird W,,r Id. Only investments with significantly superior 
fi ranic ijil rat ie wu Id ho, cons idered. 

On the nationd I le ve1l, they assessed the courtry's investment potential taking 
the following fa i intonor.Saccoont: 

- the minerol arid metal resources of the country. 

,- the country' balance, of payments arid g-owth potential. 

- the population size and growth rate. 
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- average income and growth prospects, with particular attention to actual 
income distribution. 

- agricultural potential, water table, irrigation availability and rainfall 
level. 

- government policy on foreign investment in food processing and attitudes
 
to free enterprise generally.
 

- regulations affecting the importation of machinery and essential raw 

materials.
 

- corporate taxation and debt regulations for foreign controlled entities.
 

- regulations relating to the repatriation of capital and the remission of 
dividends. 

- the level of economic and government infrastructure, in particular', 
roads, railways, telecommunications and the civil service. 

- the likelihood cf expropriation, inconvertibility and civil unrest/war 
risk. 

- the outloo for political stability. 

- the availability of insurance of the investnent, for example, is the
 
country a member of O.P.I.C.
 

These exacting conditions called for exhaustive research that went on 
for some
 
considerable time. Eventually they narrowed the field down to Zimbabwe, and
within Zimbabwe to a farily-owned company called Olivine Industries that
manufactured soaps and candles, edible oils, fats and iiargarine. 

The edible oil business in Africa is a crucial one, as, after maize, oil is the
second trist irn)ortant element in the diet and accordingly ranks high on the list
of essential comrodities. Olivine Industries w~s the market 
leader in edible
 
oils, and the largest producer of soap in Zimbabwe. Their plant was extremely
sophisticated, using the most up-to-date technology; their main raw materia'is -
soya bears and cottonseed - were locally grown; and the finished products were of
 
a very high quality, readily acceptable not only everywhere within Africa but 
also in Europe, the Middle and Far East. The owners 
were wanting to sell for
private reasons, arid both Olivine Industries as a company, and Zimbabwe as a 
nation, satisfied enough of Heinz's requirements to make the project look 
attractive. 

The sale of a Zirnbabwean conpany to an external concern, however, had to receive
the blessing of the Government of Zimnabwe. Their position was a difficult one. 
As a newly fledged independent nation, they were cndeavouring to rehabilitate the
 
econoy after eight years of civil war, and were in addition confronted with the
pressing need to redress the social 
and political imbalances of the past. While
 
keenly 
aware of the need for industrial expansion and overseas investment, they
 
were most anxious not to become the victims of unscrupulous speculators. They had
 
a wary mistrust of the hard-nosed entrepreneur, and they dreaded the commercial
carpet-bagger whose ambition it was to cut into the country's economic blood 
stream, make a quick profit and get out again. In order to protect themselves
from these hazards, they in turn nad drawn up a code, on the basis of which they
could assess the worth and the 
 sincerity of a potential investor. Most
 
significant ariong these were 
the following principles:
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An investor should introduce new foreign capital to the enterprise.
Preference would he given to investments made in the rural areas. An 
investor should bring with him meaningful expertise, managerial or
 
technical, 
to the net economic benefit of Zimbabwe. He should incorporate a

training programme for Zimbabwe nationals. Local participation should in no 
instance be less than 20%, 
 and shares in the venture should be made
 
available to Government on request. All private enterprise must be
 
conscious of and 
 dedicated to the economic and social advancement of
 
Zimbabwe and her people.
 

While the Government of Zimbabwe were not signatories to an O.P.I.C. agreement,

they maintained that the country's constitution provided sufficient safeguards

for the' foreign investor, in that property ran only be expropriated in terms of a 
law and adequate compensation in foreign currency must be paid in such an event. 
Although there are no tax incentives for the foreign investor, the standard rate
 
of corporate tax is 51,75;/ and there are generous allowances for capital
 
expenditure.
 

Here then, were the stated priorities of two of the parties concerned, Heinz arid
 
the Goverrwnent of Zimbabwe. On either side there were 
grey areas where the needs
 
were nnt satisfactorily accounted for, but substantially the two sides keyed in 
together. The third party to the deal, the Margolis family, which was selling
01 1vine, had only one major stipulation, and that was that a portion of the 
purchase pri:-e should be paid in external currency. 

Negitiati:orn ccomenced in October, 1980. During the following two years there
 
were niTierUS ups and downs, hopes were raised on one issue only 
to be dashed on
 
another. One tw-nth would see expectations soar, the next would plunge the entire
 
issue into confusion. There were several disappointments and set-backs time and

again. As the weeks and months went by, however, it became increasingly apparent
that although there were misgivings on both sides, there was arso emerging the
basis for a frank and forthrioht understanding, and a strong desire for the 
venture to go through. 

The major stu;t,,ling bloc to the agreement was that the Government of Zimbabwe 
had declared in May, 1981 that it would not, except in exceptional circumstances,
permit a locally controlled cOITrany to be externalised. This obstacle was finally
remnved in January, 1982 following a meeting between the Hon. Robert Mugabe,
Prime Minister of Zimbabwe, and Dr. Tony O'Reilly, the President and Chief 
Executive Officer of Heinz. As a quid pro quo, Government stated that it wished
 
to participate in the venture.
 

This was not the end, however, for a further stumbling block a;l but derailed the
 
whole project. In May, 1982 the Government of Zimbabwe withdrew a subsidy it had

previously granted to the edible oil industry and at the same time would not
 
permit an increase in the retail price of oil.
 

Negotiations continued for a further five months until on October 8th, 1982, the
 
Government gave its approval for an increase in the price of edible oil. Five 
days later the agreement was signed between all the parties concerned, and it is 
not too much to say that there was an air of euphoria in Harare that day. It had
been a long hard road. The final agreement granted co the Goverm7ent of Zimbabwe 
a 49' shareholding and 51 to Heinz. Contrary to popular belief, no other 
concessions were given to Heinz.
 

It would be presumptuous for the parties to this agreement to speculate as to why
their negotiations succeeded where others have failed, since within the African
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context there are many variables, and no two companies, no two n,3tions, have the
 
same priorities. Nevertheless there were certain striking aspects f the
 
negotiating process which could be of interest to others who are involved in 
similar exercises. To borrow an image from the Arabian Nights, I would suggest
 
that the locK. to Investment in Africa can be sprung by a kind of "open sesame", 
and the key-words which activate the mechanism all begin, conveniently, with the
 
letter "P". They are: preparation, perseverance, partnership, pragmatism and
 
patience.
 

I would like, briefly, to elaborate a little on each of them. Firstly, then:
 

PREPARATION
 

In this regard the onus is on the potential investor, and it is very much in his
 
interests to prepare his case thoroughly before submitting a formal application.
 
By the detailed and specific nature of his proposals, the investor has the
 
opportunity to denujnstrate the scope and extent of his commitment. Airy promises
 
are not enough. Thorough research and preparation will show the investor fields 
in which his own particular skills will be of greatest value to the host country, 
and it is very encouraging when the people who evaluate an application can see a 
serious intention to make a contribution to the overall welfare of the economy. 
An investor who is grudging with his expertise does not present a friendly face, 
and his chances of success are accordingly diminished. And it should be 
emphasised that premises made initially need to be practical and appropriate and 
must be fulfilled.
 

Heinz promise1 Ziimbabwe assistance in the fields of agriculture and food 
production, in the training of personnel, in the expansion of new product lines. 
Within wee s of ma ing the acquisition, Heinz personnel were in Zimbabwe 
preparing a feasibility study for the growing of the Michigan Pea Bean. Since 
1982 Heinz agorin-ci sts have assisted with and promoted the crop from an 
experimental five hectares to three hundred hectares in 1986. These beans are 
exportedj to the United Kingdom and are already a valuable earner of foreign 
currency. Recertly this project was further expanded by the launching of Heinz 
Ba,(ed Beans in 74im;ab e, the forerunner of other Heinz products. Heinz 
agronomists are also involved in the production of new strains of tomatoes. 
Zimbabwe has been given access to valuable tomato hybrids which have been bred
 
and developed by Heinz in Canada, the U.S. and Australia. 

Since its acquisition of Olivine, Heinz has established a training school at the 
factory, and many members of Olivine's staff have benefited from attending 
courses run by Heinz affiliates in other parts of the world. The fields covered 
include managm'r nt, account,i, c.-,puter techniques, personnel management and a 
wide range of technical subjects.
 

Over and above these fundamental benefits, Heinz's presence in Zimbabwe has 
exerted a faVoL1rahle ripple effect both at home and abroad. For example, the 
Heinz Foundation txether with five U.S. companies have donated over US $200 000 
for the building and running of a clinic near the Mozambique border, and recently
 
Heinz made a donation of US $50 000 towards the building of a hospital at Kutama
 
Mission.
 

As an unofficial ambassador for Zimbabwe, Heinz is active in promoting Zimbabwe's 
interests abroad, particularly in the U.S. It maintains pressure on the news
 
media to adopt realistic attitudes towards Africa in general and Zimbabwe in 
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particular, urging on them the merits of fair reporting as opposed to
 
sensationalism. In 1984, Prime Minister Mugabe was invited to present the H. J.
 
Heinz Distinguished Lecture in Pittsburgh, a useful platform for publicising
 
Zimbabwe's position in the United States.
 

If I have seemed to belabour this point, it is because there is a need to
 
emphasize the fact that an investor's initial preparation must incorporate this
 
type of proposal.
 

PERSEVERANCE
 

During those two years of negotiations there were many occasions on which either
 
side could pardonably have said, "This is the end. Let us withdraw". The vital
 
ingredient here was perseverance. From Heinz's point of view, it was necessary to
 

naintain the momentum, to argue their case with Ministry after Ministry and
 
department after department. A rebuff was never treated as final, it was followed
 
by a new initiative, a new, approach.
 

There are certain differences between doing business in Africa and doing business 
in New York. Preparedness for risks, however, is as necessary in New York as it 
is in Harare. The fact remains that business can ind does prosper in Africa, even 

though the conventions and instruments are unfamiliar. Perservance is an 

essential ingredient to success.
 

PARTNERSHIP
 

In any joinz venture there is a need for give-and-take by the parties concerned. 
The concept of partnership, of joint-participation, was vital in the negotiations
 
between Heinz and the Goverrent of Zimbabwe.
 

lo the capitalist-oriented investor, the notion of State participation is 
custcrarily viewed with abhorrence. The mere mention of socialist principles will 
wither the tiri investor's aspirations. By the same token, many African States 
view with pr(Jofund mistrust any business concern that insists on total control. 
Both the investur and the State have to demon! ate a measure of trust in one 
another. What is needed initially by both sides is an act of faith.
 

The rewards are considerable. A joint venture has the great advantage that both 
parties rapidly cre to a practical understanding of what they can and cannot do.
 
It's like a three-legged-race: if one is not to tumble in disarray, one has to
 
respect the otht.r party's needs. A partnership of this kind opens up a clear 
channel of ccxMunication between the public and the private sectors, a useful 
facility in the Third World environment. 

PRAGMATISM
 

If the onus of preparation is on the investor, then the need to be pragmatic 
rests with the state.
 

Most newly independent nations are understandably preoccupied with redressing the
 
errors of the past. In striving to uplift the conditions of their people they
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have on occasions resorted to measures that brought 
short-term benefits, but

long-term poverty. There is at 
present a renewed awareness in Africa that the
 
Enterprise Tree, if treated well, 
will yield good fruit to those around it. This
 
awareness, this pragmatic approach was demonstrated by the Zimbabwe Government in
 
its negotiations with Heinz.
 

The Government of Zimbabwe's stated policy of "Growth with Equity" is a
masterpiece of comnnsense. Worthy goals and necessary 
ideals are tempered with

realism. As Zimbabwe's Minister of Finance, Dr. Bernard Chidzero, observed 
at the
 
time: "We cannot have 100 equity with l004, growth".
 

This bold and dynamic pragmatism was a vital factor in the negotiation process,

and a nation which has the courage to implement such a policy deserves all the
 
prosperity which its foresight made possible.
 

It is interesting in this connection to glance at 
the advantages which the joint

venture has brought to the Government. 
In the outflow of nney from Olivine, 78,

of every pre-tax dollar of profit is paid to the Government, while the remaining

22i goes to Heinz. This does not 
tale into account the additional benefits which
 
accrue to the Goverment in the form of taxation, both direct and irdirect, from
the 1400 odd eilm1oy.es of the company. The significant factor here is that alldividends renitted comie 
 ir(xi profits. It is, I think, a useful illustration of
 
the fact that a vital and flourishing private sector provides the most 
lucrative
 
source of Goverrvent revenues.
 

PATIENCE
 

The fifth, and possibly the most important key to success in the Heinz/Government
negotiatiorns was patience. Africa places upon time a different value from that

found in Europe or the Unite-, States. A hasty decision is not necessarily a good
decision, an a weighty matter deserves serious deliberation. The African methodof solvinj pruble:s may seer: irksome to the potential investor, but it would be 
as well for ho' tu adjust his pace to accommodate it, bearing in mind that many
of his d..., and will be equally irksome to the other party.mi, reservations 

Patience iv the oil in the lock's 
mechanism, wi thout it, the other four

compcrnert S ot tue "open sesame" are less likely to be allowed to function. 
Patience, after all, 
is the grain of truth at the heart of the fable of the hare
and the tortoise, and it is perhaps worth bearing in mind that Aesop wisdom was 
rooted in the sail of Africa. 

So much, thfn, for the process of negotiation. It is natural to ask at this 
point, hot his the marriage worked out? Has the venture been a success? 

The answers to both qoe t ion must be an unqualified "yes". The partnership is a
happy one that is wo6 ing well for both parties. Since the joint acquisition of
 
Olivine Incustries by the Government of Zimbabwe 
and Heinz, the company has

increased its share of the edible oil 
market, the soap and margarine markets, and
 
has dounled the capacity of its oil ard soap manufacturing plants. Local demand
 
for Olivine prwuts has risen so 
steeply that despite our increased capacity,

the market is still unsatisfied. Since the acquisition 
in 1982, the conpany's

sales have soared by a s[pctacular 124 . lhe return on capital invested riot onlybrings Glivine into the blue chip category, but also enables it to compare
favourahly with other corl.anies in tie Heinz group. It would be appropriate here
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to quote from a recent article) written by Dr. A. J. F. O'Reilly, the Presidentand Chief Executive Officer of H. J. Heinz Company:
 

"Today, we have a superb, profitable and dynamic partnership in Zimbabwe 
that has exceeded our mutual expectations and even more importantly, one
 
which has prompLed plans for further investment in that country and indeed, 
in all of the surrounding territories". 

trust that this case study of Heinz's investment in Zimbabwe will serve to 
illustrate that the environment for investment is alive 
and well and exists in
 
Africa today.
 

1. Africa Report. May/June 1986. Page 39.
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ENABLING ENABLERS TO ENABLE:
 

RELATIONS OF AFRICAN GOVERNMENTS AND PRIVATE NON-PROFIT
 

DEVELOPMENT AGENCIES*
 

Private non-profit development agencies (PDAs) have in one form or another long 
been a part of the African scene, whether one thinks of their incipient forms as 
in traditional labour excharnje groups or their more modern varieties exemplified 
by church groups or women's savings associations. Yet it is only in recent years 
that govermients have begun taking a serious and positive look at PDAs as 
suitable partners in the developmert process. Until recently -- and for many this 
is still the case -- governments merely tolerated PDAs, considering them to be 
nuisances, competitors or outright trouble-makers. At best they viewed them as 
minor entitie r which, while occasionally helpful to small groups of people
 
appeared insignificant when measured against large-scale government programmes.
 

THE NEW INTEREST IN PDAs
 

What explains the growing interest amng governments in PDAs and their potential? 
What is new in the African situation that appears to be encouraging a new respect 
for PDAs on the part of goverirTents? 

A key factor is the widespread recognition that the promise of post-colonial 
independence with its ar;ticipated benefits to the populace has not in fact been 
real ised . The dream of self-reliant communities producing enough to feed 
the-selves whi le generating sufficient surplus to support their urban 
counterparts ar;c the e;port trade -- all that has faded. Structural and 
op!at i aI constraints have hampered governrment efforts to reach peasant 
populators jo widely and effectively as earlier hoped. Yet many PDAs have proven 
their ca; :15ity to do just that, although on a much smaller scale commensurate 
witr t.eH- (),,ri Size. Fro" largely emergency-disaster and welfare-oriented groups 
fo.u, in; (;r orprans, the sick, the disabled and the like, PDAs have shifted into 
nw ij and lo rer-term de vel orventa programmes that find them working 
in.ensi vey with poor co;Tmunities and local groups. Conscious now of their 
covera3e Imit ations, they are ta ing further steps to foster linkages and new 
alliances with ot her PD;.s and with goverments. If successful these coulo bring 
about a quantu: leap in the people's well-being. 

• 	 Paper pre .ireo fr.ur a Conference on "The Enablirig Envirornent for Effective 
Private Sector Corntribution to Developnent in Sub-Saharan Africa", Nairobi, 
21-24 October i9 , sporsored by ihe Aga Khan Foundation, the World Ban and 
the Go wv.rr,, r,t ef Ke nya. The author of this paper is the United Nations 
Children's Fund (U1J .[EF) Regional Director for Eastern and Southern Africa, 
Nairobi. The views she states here, however, are made in her personal and 
professional capacity as a sociologist and riot as a representative of UNICEF. 
The author wishes to express her gratitude to the many colleagues in various 
UNIC[F offices in Africa who either themselves completed the survey 
qLestiunnaires or iY.r,tified other knowledgeable persons and requested them to 
do so. The contri but ions of all have enri ched the presentati on. 
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CONTRASIING DEVELOPN[NT STYLES: GOVERNMENTS AND PDAs
 

Why have governments proven less capable of releasiNg the energies of people for 
developnent at the grassroots level than PDAs 7 Public administration expert 
Korten advances eight reasons 1. He dues so in a provocative manner, so as to 
challenge goverrinent official. to re-examine their assunitions and approaches to 
people's development. Although the contrasts between governments and PDAs may 
appear overdrawn and even biased -- thece generalisations are derived fr(om 
numerous observations worldwide and therefore merit careful attention. 

1. Centralised control ani standard_'sation versus flexible comuun ity-gene rated 

Goverrnents have general ly espoused central i sed contr,,, as their means of 
reaching the rural poor. Decisions about proposed prcgrammes in distant 
villages are taken in the capital city by officials wi ') choose to ignore 
the enorriKus variety of situations in existence. Ihey develop their 
nation-widt, blL? print, consultin little if at all uitn the prospective 
benef ici ari e , ad uni foN ly superimpose that d.si gn orl hundreds of peasant 
comnijnitie., lhe latter in turn are expected to respond as programmed. 

One has only to locr,, at the enorrious expenditures entailed, with their 
questionable results, to 'iudge the appropriateness of this stardardised 
approach. A former Fect-ral Minister of Health frow Nigeria put for his 
as sessment: 

I apponIa to those who are not trying to reconcile requirements with 
resources and produce the fifth plan to stop assuming from tne 
distance of Lagys, tnei can guess the needs of the rural areas. They 
must open a dialogue with the village people so that the plan they 
are a!:.,, to produce mow ref lect the needs and social organisation of 
rural Nigeria. The greatest failings of previous plans in the country 
was the a;ser;ce (f day active dialoguie between the planners and tne 
people 2. 

PDAs, on the otrer hain,, located as they are at the district or village 
level, encour a-e local residents to identify their, own problems, needs and 

" priurities, da,d C c on toe kinds of actiors they wish to unoertar.e. 
People learn to dcvi ,seways of achieving their aims and of assessing the 
results in lic .t of treir own criteria for success. In the entire process 
the focus of c c iin-maoitrg rests with people living in the district or 
t !e cxii ,rirt, rather than in a far-rermaved capital. To be sure, many PDAs 
have n-,t yet reahed this level of sophistication in their relations with 
local resr r, , hrrg rr, pre-criptivc than catalytic. But in time they 
are so dra,, i nIie eg1i ta-ri n or collegial interaction by the very 

1. 	 This discu,,ior. dr,,. heavily on David C. Korten's "Social Developnent and the 
New Profv ronul ir. A ccn-r,entary for the Sc-ial Development Alternatives 
Conf,.ren':e, Na';' , Japan, U.N. Centre for Regional Planning, October 1985. 
Maru c ri pt. 

2. 	 J. A. E ,re, " RleP(,l of Non-Goverrynent Agencies in National Develoment 
Plannirr.; arc P;,al [, loirnt, quoting The Punch, 30 November 1985, page 16. 
Paper p'e ert ' at the International Worl.shr5p-- Designir g Rural Development 
Strater;re,, U',,versity of Ibadan, 2-7 December 1985. Manuscript. 
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nature of their involvement at the grassroots level. The centralised
 
decision-making of governrients likewise emerges in the allocation of
 
resources by capital city technocrats through centrally-controlled 
bureaucrats. PDAs look rather upon people as resources; they search for 
ways of strernjthening the capacity of the poor to control and mobilise 
assets largely for tte latter's own needs.
 

Coffnunication flow: "top-down" versus "bottom-up"
 

Consistent with its centralised mode of operation, government channels of 
coarninication mo v e frcnTI the top down through layers of bureaucracy, 
skimming off resources at each level until they reach traditional elites at 
the ccnmmunity base. Contrast this with PDAs which make direct contact with 
the poor, and which believe goverrient's role should be that of an enabler. 
Goverrnient, however, assu;Ties that it, and not the people, must be the lead 
force in all aspects of develcpnent. Its involvement in grassroots activity 
is organised by technocrats, politicians and bureaucrats in ways that more 
often than not serve to increase their own power rather than the people's. 
In contrdst PLAs espouse drect conscientisation and organisation of the 
poor while sim-iultaneousIy wcrl iny with local goverrients to enhance their 
ability to support self-reliance and empowerment of the poor. In this 
manner the poor no lor qer remain a faceless m,-c but through PDA 
"betot -up" efforts beco;me visible to planners and resource allocators. 

Criteria for success
 

In establiiirpj their criteria for success goverruients take a macro-vieiw of 
devel opTiret that concetitrates on the highest rates of return on capital, 
with peo Ie seen as an anonymous mass of recipients. Capital transfers 
serve a,, the prirra'y instruicents of action, while efficiency is measured by 
the ao.Lrnt mney '(c per staff PDAs also seek the hi ghestof iso person. 
returns, but to pe es labour and investments. Allocation decisions 
addres, the nece:s of the poor. Sma 11 amcunts of funds made available to 
peop Ie qj i c Iy and fle.i Iy charac teri se their operation. 

[1if fer ii r 1.: b ses 

Gover rrerts rely or. a data base that measures wealth and the productive 
otpt Lo f t h: nat i r( I ec onoy: in so doi rig they ignore the informal 
eccOncar:, ther'eby le 3,i out the majori ty of the ci tizenry. The problems 
identifiej therefore reflect the concerns of those in the modern sector,
 
and channel benefits tc:'.ird the already privileged. To the more progressive 
PD,;'s, estatlishing a data base remuires first and foremost identifying who 
the poor are, sub -gru;-s that are particularly vulnerable like women-headed 
hcusedc or outcast ethnic minorities, where they live, the assets they 
ccntrol, their survival strategies, the overall determinants of their
 
poverty an,! how t hK_ modern formal economy blocks their access to and
 
control civi'r resor-ces. Goern iment emphasis on macro-planning to cover a 
wide rarge of locI l situations fosters a drive for quantitative 
n,_asur to the detri;7.ent of the mc)e qualitative judgments ande r(f.ts, values 
on vhicr, KL,;s prefer to rely. 

,
Macro versus ricro fbUs

The Outl oc, of goverrrenit s and PDA's diverge in that governments favour 
larg-scale urnl.rtaj ings as necessary for quick results encompassing many 
people: the dorestic arena of family and household is seen as yielding 
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little if anything useful for development. For PDAs the domestic arena is
 

the scene of action.
 

Definitions of social development
 

For goverrients, social developTnert means increasir social service budgets 

and strengthening the service-delivery capacities of bureaucracy in, for 
examprle, health, educatior, nutrition, water and sanitation, housing and 
the like. To nre and rt-,re PDAs, the true meaning of social development 

rests 
in the eij~owerment of people through their raised consciousness to 

seek greater cnntrol over resources -- including health, education, 
nutrition, etc. -- and a voice in the affairs of the comniunity and nation. 

Workin,9 procedures
 

Bei rn physically reft e from the cCIflLn Ity , goverru,ent officials cannot 
match the level of rowledge PCAs have of location-specific conditions and 
solIut i ons owi ng to their actu I residence in ccmnrrLnities and empathy with 
the resi 6onts. rr-,tiv,, and altruistic, deriveHig' ly ed frequently PDAs 
their d yTi amJ sf rr cc the large] y voluntary character of the membershi p. Ihe 
pwa d .Ia!ff, i' ar.,, rec eive low wages but willingly male sacrifices and 
enr.? e i~rc;hips to achi eve the group's object i ves. Their frequent contact 
with cA:Jk,'.itieo:o s inst,.I]s a sense of trust that pro otes effective 
wcr in2 relations. Corcirast this with goverr, ert officials who are 
frequct 1y tran sferre fror: o.,e duty stction to another and rarely have the 
cppirturit, of gettinr; to 0no. ,iople personally for mutually reinforcing 
w rt in. rel r r, pih [ ,.rl " and cornple) ities cf, ;(_ 1'61 1sd by the intrigues the 
b rea cri. , ci,1CIL laco. that kind of co_nmitrent to people ano the 
correse),irrirj set ions it, brings. 

UJe o funds
 

In g rrr'r.t pr cr amos funds are talon for gr arted and often wasteJ , with 
a- r '. a r It , a mi r;- concern. t'r;, on the othur hand, must necossari ly 
a . t i re: rI of ec rrY* , ever) frugJa lity. The chronic shortage of furicii ng 

d.-" f11, ,-,iI di 7, i;line ano! allows for only modest salaries or 
al- r.e'. ri s"'rl a ,j t mar es it feasible to mor, tor fir ar.cial 
ac, , i V Iu't ' pursue 1abour- inten si ve approach intey ai rig 
wit', cr'",' it re i ri. so as to tap their s ills and energy. For it is 
the I;rt iIclti ,of the coroirii ty in matters affecting their lives that 

1r, re aI irjni tori ng , 

1.it u a ' 

t.,,-ns5 p 1a t ty and assures maintenance, and 

cor, tiriit . ,; ty of IA opirations further enables the; to learnI f Ie. 111
from tt'Ir rr .m ,t and, rriae firi-coursu corrections thereby profiting from 

sral &:,vernment, is bound centralised 
rUle' a'", t'e c:,nstroirti, of civil service mechanisms, adopts a mcre rigid 
star,,:,, tioal. mt e° , 

Ita es difficult to correct arid discourages feed:Jack. 
Bedj :,eit rid 1 50 a leJA 1 system upon an entire population and defend 

aa] r ,r, ., g:)virr:, t reacts to criticis7.. (ne 

feed! . ar c,er, at ion. which by 

ar , ' r negativcly 

It t;,i /ri',r carryover the
may ir er I i lso as a of tra:.i tional 

e ~ a,I or , f c wr, j,t ir,r j itt itude toward persons in authority. 

t, c(M.;e! ' not be rrj part of goveriment take as one of their 

f u,(_ t ior, t to r . v,'..' r, of do": a nd fr public resources and service. 
Beyc~r' thit th'' often see tr,.m.elve,, as facilitating people's ability to 
revii. e,, c int g.,,,rnri',r', al]()cat ron; arid argue for a shift that takes the 
co-, ,,.ity" , r wi ',hes iTto cor Id rat iot. Wii le thi s process mav indeed 
d6-vt-op a corf! nt ati)nal situation as often occurs in Latin America or 
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As a, 'PDAs i n Africa tendimore to, facilitate pe oplIe -ove rwet negtiatins 

as ~ thethedmes.h~'~
 

'Forh al]-these. ,easons, Fote set, oenetad PDA, objecti'ves structuires 
~~~~'~~ wadoprt'na2procedures, have -signifi.cantly' different' ipac~I~ 'f''i 

comnte, with s'acknowledged' i§ generally -mre I 	 lfete 'itin]imi ted 
'4~~ra areas,Theistarkfcontra'st'he"makes ust of course ,be.tempered byatul 

nsa'r 	 u up contetNrb jn'~practice, esp cilli6 
~should"7.one~--over-ruonci PATa:mn oft idily t4Wo neg ti e 
~character1 stics attributed to6 4overrnents in additlbh ~tb':di'ficulties of,thei~r 

own,, 'Moreover, PDAs are not~a.homogeneous 
, 

1lot. .Their~objecti'ves, Ieadershipl 
~sructure,'organisati~ofal styles and 'relations>'with goverrnenpt",ran'ge far an~ 
wide. , Yet despite divergent :perspectives, 'many PDAs and governent, work' well, 

together
 

Problems of role definition persist,, nevertheless, leading to misunderstandings 
counter-productive tensions between the two parties. These tensions, together
 

4~ywith positive examples of co-operation need to be idenltified and sorted out if
 
*the synergistic approach combining the strengths of the two entities ,istolhave~
 

;,and, 

the desired impact on African developmient. We shall'examine these aspets'f he'4 
problem in 'a later section reviewing,'data from '11 countries in Sub-Saharan 
Africa.'
 

THE 	 AFRICAN CONTEXT OF PDAs 

S 	While it is difficult, indeed fooltiardy,_ 'to speak of Afr~ica as a single
 
homogeneous entity, one can nonetheless characterise the African, social heritage
 

'. 	 as one of personalised clans whose strategic linkages reinforce: traditional''' 
security systems. This' economy of 'affection, 'as' H.den terms 'it,give's-structure 
and' meaning , to the 'business' of' everydayv life"'and addresses 'the..intermnittent 
crises that afflict 'every society 3. It defines relationships in a range' of.~ 
circumTstances '--'which combination of people cultiva'e a~ field' together thr 'ough 

'activities,'reciprocal labour exchange', organise fish-smoking 	 engage in 
-negotiations for a marriage. o'rprepare a body for burial. Collaborat'ive groups. in 
village o.- other residential settings may be seen, as' incipient forms' of PDAs in 
that'they'are small and represent a common interest.' They also differ,",however, 
being mrre informal and less voluntary~in the sense of 'activities being largely'~" 
culturally prescribed. Moreover, they rarely question authority.~ 

These traditional linkages were disrupted by the caning of';the colonial powrs~ 
and 	the concomittant introduction of a cash economy.'Where trade~already existed,
 

V it was redirected into anewproduction'and' commnercial' stream. The accumulation''> 
of, 	cash' to pay taxes or' fees of'one'kind;or 'another, or to:'purchase goods becamrej;' 
a necessary~ condition' of 'life. Men dominated ingaiingIaccess~to and control 
over cash as they, ra'ther, than the. women, 'engaged' in wage labodr~ and gen~eral ly '"" 

controlled the marketing of hous'ehold products. Under these circumnstances Wompen 
formed' rotating credit associations with' the little 'cash' they received from thieir",~ 

.3.Goran Hyden. No' Shortcjts Progress: African, Devel opment Management in'to~ 


.Perspective. London, Ibadan and, Nairobi Heinemann,' 1983. 
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husbands or from the sale of their own garden produce. These together with the
 

religious associations fostered by the missionaries formed the basis of
 

itidigenous PDAs.
 

With the end of colonialism, independent African governments had to address the 

issue of clan politics now transformed to encor pas; the national arena. The state 

set new conditions for food and agricultural production, pricing, and marketing, 
thereby reducing private local initiative. Although governments aspired to 

democratic forms, the continuing defe!rence to authority ingrained in African 
or
tradition counterbalanced this ideology, Concepts of constructive criticism 

loyal opposition found little support in the continuing economy of affection in
 

which kin or clan relationships pursued harmony for t:.eir effective functioning.
 

To be in opposition was tantamount to a confrontation, possibly even a
 
declaration of war.
 

It is in this context of stfifting values that PDAs have played an important
 

role 4. They serve as an intermediate structure to bridge the gap between
 

universalistic (democratic modern government) and particularistic (economy of 

affection) norms. P, comig together to pursue a common set of objectives, 

members learn to handle a cxc'oJ: fund, gain experience in management and 

gradually internalise the ncrm of accountability to a largely non-kin cluster. 

Moreov'er, althouq; local and natiional PD";'s operate in close personal groups, 
they have a bro.:, interest ir:the institutional setting that influences their 
operation. Hence, they ,ccF outward as well as inward. It is to their advantage 

to link fac::ilies or ciars with local and national authorities. In this process
 

they will be maing a neei. 'ir into the reform of the state structure by
 

facilitating louer co'r:r! from the centre and fostering Lhe feedback necessary
 

for effective action by all parties concerned.
 

Working out the rmonallties nf co-operation with PDAs in real-life situations will 

develop new institutional capdit ies an, norms in the government bureaucracy, 

redefine instituti-'ral an, IcM govermrent groups and promote self-reliant 

people's organisatinor,. ITis arena of micro-policy reform may find government 
officials en.ap.d in newmbeh,avicr, like holding more consultative meetings in 
villages to liste, to pople s views arid ensuring that women participate in these 
mreetingr, assigr0; gverrw'.et e~tension agents to longer stints in one place, or 
rela-in] strir,,y..rt f rnmal eucation requirements for local facilitators like
 

comrm'unity health worL.ers or nu'r.'tlon assistants.
 

As each party lu ans to oprate effectivvly under this new dispensation and
 

recognise its strengthn, the sequence by which institutional values and
 

structure ve away ftc: a cent'ally dominated one will become more familiar and
 

therefore less threatening, the role ' of PDAs as the enablers in coalition 
building and institutional learning is crucial to the evolution of this 

participatory mode. 

4. David C. Korten, "Mi.cro Policy Reform: The Role of Private Voluntary 
Developvent Agencies", Community Management: Asian Experience and 

Per spect ives. D. C. Kor ten, .,on--cT'icut--Kuia-ess-T E6. 
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THE THIRD GENERATION OF PDAs 

Not all PDAs exhibit the capacity for working out viable relationships between
 

governiment and local community. lhis task represents a relatively new departure
 

for somae progressive PDAs, identified by Korten as being in the Third 

Generation 5. The category emerges from PDA actions in forging sustainable 

systems' development through mutual government-PDA linkages as well as deliberate 
comlementarity among PDAs. 

To start at the beginning, the First Generation encompasses PDAs focused oi the 
marginali sed fringes of society, like victims of disaster or family 

tragedies -- orphans, widows, disabled and the like. Curative health care and 
educational approaches provided imediate solutions. As time passed, these PDAs 
and others entering the scene realised that their piecemeal efforts were not 
touching the heart of the matter -- the poverty, disease or mass illiteracy that 
spawned the symptrns they had been treating. And so they shifted into small-scale 
developriental Second Generation approaches that focused whole comunitieson 
rather than on individuals or families as in the past. Increasing the capa.ity of
 

the poor to meet their own needs in a self-reliant cornunity development style
 

led in turn to the concept of empowering people. Raising community awareness of 
the social, economic and political situations in which they lived and which 

rendered them poor, triggered a process of transformation more decisively than 
did visiLble projects lie chicken-raising, school building or well-digging.
 

So long as the early covirnity developcient mode flourishes, whereby people 
basically eccept the power status qujo and carry out programmes and projects 
designe! for them by others, they see little need for reforiulating government 
institutional arrangements. but once people recognise, on the one hand, the 
im; ortance of they themselves deciding what is needed and how to accomplish this 
and, or, the other hand, that the power to allocate resources, services and 
1 ior1,~t1 or, still lies outside their community in a centralised government 
structure or in private elites supported by the social system, they begin to 
de::ar:: cr,t ar.c in the form of power-sharing. 

N,,r are Fi, '., the-,ve ves immjne from this rethinking. More of them now ack nowledge 
that if th,-, retain their traditionally independent, mistrustful stance of 
av")i n,.- coliaboration with other PDAs -- or the government for that 

matter -- tily w1I seriously undermine their own enabling function. We thus 
notice ccoalitionrs of PDAs evolving. Sectarian and other differences are being 
sub,erged for the time being in favour of collaborative action and a united front 
to su;ppjrt r',: and to influence goverrient toward elaborating an enabl i rig role 
of its owr, instead of its more custcmrary constraining one vis-a-vis PDAs. In 
summary, sustaining the results of self-reliant village develog;rert and 
initiatives relies on the creation of effectively linked local and private 

organisatio ns bolstered in turn by larger systems of regional and national 
institutions and policies which integrate local initiatives into a national 
develouriert system. 

The sense of urgency felt by PDAs to bring poor people into the mainstream of 
developcoret and facilitate their gaining access to resources on their own terms 

also forces PD;,s to reflect on their own limitations. Although they will 
necessarily continue First and Second Generation activities, the addition of 

5. ]bid. 
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Third Generation responsibilities requires greater expertise in strategic
 
management, policy and institutional analysis, networking and coalition building.
 
It calls for motivated professional managers, disciplined organisation and good
 
leadership in the private sector.
 

PDAs IN SUB-SAHARAN AFRICA: SURVEY RESULTS
 

African governments have adopted a range of attitudes toward PDAs, from 
supportive or "laissez-faire" through merely tolerant or neutral to the other 
extreme of unsupportive or control-oriented and occasionally even hostile. These 
vary 5lso according to whether the PDA is an international one, a national body 
affiliated with an umbrella international organisation, a second type of national 
body that is completely independent, or a local, indigenous, grassroots 
associatioi. 

In an attempt to locate more precise patterns characteristic of government-PDA 
relations in ifrica, a survey questionnaire on the subject was circulated to 
knowledgeable persons in several African countries seeking their views on: (1) 
government attitudes to PDAs; (2) PDA attitudes to government; (3)PDA relations 
with the business community; (4) ways for governments to strengthen PDA's; and 
(5)ways for PDA's to develop better relations with governments. The results of 
the tabulated returns from eleven countries reveal some interesting trends 6. 

Government attitudes to PDA's
 

Supportive attitudes generally characterise government perspectives on all four
 
types of PDAs. This is either in the sense of outright positive support or a
 
laissez-faire attitude in that government lacks the means and organisational
 
capacity to exert any significant control over PDAs. In some cases governments
 
give neither support nor non-support but merely tolerate PDAs, ascribing little
 
significance to the- in daily governance. One country reported unsupportive
 
control-oriented attitudes toward groups at the community level.
 

Specific exar;Ales of governrent support to PDAs lies for most countries in the 
participation or attendance of officials in PDA events, and even in some cases in 
their serving as PDAs cCmrittee menbers. Provision of budgetary support is 
mentioned for seven coutries but this can serve, adds one observer, as "a most 
useful weapon to impose control while appearing supportive." International PDAs 
in six countries get tax exemptions or are allowed to import items like drugs and 
vehicles duty-free. In four cases, governments facilitate access by PDAs, 
especially wmen's oroups, to foreign and local funds. Different countries 
described as supportive such measures as government-sponsored training of PDAs 
staff, secondment of civil servants to PDAs, giving recognition to a permanent 
secretariat for all PDAs operating in the country, and a political stance 
espousing the empowerment of people and by extension their PDA initiatives. The 
degree of government support in all the actions mentioned above ranges widely 
from strong to mild, with emphasis on the latter since many of the linkages are 
of a sporadic ad hoc nature.
 

6. The countries are Botswana, Burkina Faso, Congo, Ghana, Lesotho, Madagascar, 

Mali, Sonalia, Tanzania, Uganda and Zambia.
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Where governments are unsupportive, or have tried to assert their control oVer
 
PDAs, they make it difficult for the latter to obtain permits for their
 

activities or, in the case of international PDAs, work permits for their foreign
 
members. Stringent registration requirements are applied along with foreign
 

exchange restrictions and import/export constraints, so that PDAs find themselves 
hard-pressed to implement programmes in a timely and efficient manner. Emergency 
situations, eemlIified in the drought/famine crisis of 1983-85, exacerbate the 
tensions. In one country, for exampl1, PDAs involved in rapidly and successfully 
deployed health programmes for severly affected populations came into conflict 

with Ministry of Health officials, who resented the lack of consultation and 
by-passing. At the same time emergency dssistance needs had surpassed the 

government's capacity to respond (and officials knew it), forcing the latter to 
allow PDA field activities to go unchecked at the height of the crisis. The 
rpsent.mtnt persists. 

Mc.st of our correspondents, however, see a trend toward more favourable 
gcvernment attitudes to PDAs in the last five years. Others detect no shift, 
whi le the emerg, cy country mentioned above reflects a less favourable outlook. 

The positive attitudxos emerge in the following ways: (I) greater government 
financial or budgetary assistance to PDAs; (2) the creation of an office attached 

to the Presi.ncy which monitors PDA activities throughout the country and 
providts a co-or::riating, information-generating facility; (3) greater public 
apire:nat1on of HA efforts owing largel- to the personal interest exhibited by a 
wiad of state (who han re-exergeG into a position of power); and (4) the holding 
of re cinl wcrkshops that have brought goverrent officials and PE'A members 
tog:'.er specifically to explore avenues of closer collaboration. (5) PDAs 
nL.sel.ves have also cor)trilbuted to improving goverrwrent attitudes as they are 

now oetter m d.qK',r; e supportive of government priorities, more willing to 
wor! witn Wrou gvernment agencies, open providing training forand rj to 
g,.ernrv.r t p rsonr eI and gen:-rally eAhibiting more responsibility than in the 
past, led:Ing the goverrwrnt to accept them as serious developrient partners. 

pbi. attitu$ ., to (:per n 

Interrational an! nati nal PDAs in half of the countries in question relate to 
govern --_.rt in a haramounr;, open and co-operative manner; in the other half they 
adopt a rare n"etrdl stonce, keeping a respectful distance while they undertake 
their projects. Lsdl cc .nmity groups, however, generally maintain co-operative 
links with t he go verruent. No country mentions hostile, suspicious or 
urico-operat ive attitudes. 

The reas c tc ty i ri dLj:i countr cI f r the hrr, nious, open and 
cu -oppa 1ve a! t tuo. of ['PA, tow d government are the fol lowing: (1) the 
goverrrert Mdirtains an open dour policy with all groups, encouraging PDAs to 
call or the gvern',nt for support, which they receive where possible; (2) 
goverrr ert-PPA ccun:nit tees have beer formed which meet to discuss matters of 
mutual interest; (3 PDs accept the validity of government directives guiding 
their activities in ter:.; of the national interest and ensuring an integrated 
approach that avoi.s wastage and unnecessary duplication of efforts; (4) PDAs 
needs goverrirrt's mr l supp.rt or "blessing" to gain access to communities and 
obtain the co-oV.ratior: of local government authorities; and (5) the equitable 
orientation of a now goverrent's social service policies makes it attractive, or 

at least acceptable, to PPMn to work collaboratively with the government than had
 

been the case under a former regime. 
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PDA relations with the private business community
 

Interaction between PDAs and the business community appears to be extremly
 
limited except for occasional fund raising drives and donations in cash or kind.
 
This is due in part to the small size of the formal business community in many
 
countries. Some initiatives are underway, however. In one country the town
 
councils now grant PDAs unrestricted permission to contact local business groups
 
for fund-raising purposes. Formerly this was illegal without the express
 
permission of the authorities on each occasion. In another country,
 
tax-deductible contributions to PDAs encourage businesses to make donations.
 
Still others report that government officials have been publicly exhorting the
 
business sector to join government and PDA efforts to bring the fruits of
 
developient to the less advantaged citizenry. This posture creates a favourable
 
climate for establishing positive PDA-business linkages.
 

Wayssfor '.,er n: s to ste nn PLAs 

Several measures ill ena ,le governments to encourage the growth and development 
of PL-S, es;.. jl I, njtioridl and local groups. Reccmmendations fall into three 
rateo-a r ics: l c ard outlook; (2) resources and funding; andpeliCy (3) 
procedures. 

Pol icy arcr c.1C t o,2, 

Fi rst it sf, ld be recc..jr ise , that for scr',e countries with a Socialist 
per:,;pt ive, Fs are rc,::aried with suspicion. Hence there are relatively fe. of 
the- tr e [v r) wItU t i 1tltidl cli:,ate gcverrrents would do well at least 
to ta''o , 1 :' r,>t, in overall sectoral planning. Governm-entsCrjr.v account 
m,it aIS I f f11 f C et a ,,e positive envirorrient for those private groupsU mC' 
w c , w 1Ic rrn., , th :ernment, n)netheless under take activities 
t hat fall r r prcI rw .:', ; rlr ties. 

The sar-, prirri -l; of gqrve,(, . irncor;crating PDA acccrlTlish;:,ents into sectoral 
plarr,ir,j dat: L,.,, a;;.lie t non-.of ialist countries as well. Mechanisms for 
involvirj P . ir, the pro,i. s will strengthen the g(,verr-ent's search for 
effective r .,costo, p',Aces necs, especially at the grassroots level. In 
addition, Ly participatirij in grverrr-rnt plannirn] efforts, PDAs will feel more 
c.c- )tt ed to cr u , . ie', ar programmes they helped formulate and at'.,cA 

the sa ti': w II, d'1 'C1 the nej-itive ser,timent that these are being ir,csec, on 
tte- witt, litt 4, if ar, cor,-iltt ion. At the very least, PDAs welcome clear 
pC Iicy gA ,C consi te' in their im;,lementation.,i l i , ar 

Resourc e: arcr fLi, n, 

Bec a.se PDAs usua ly face a chronic shortage of funds and other resources, 
relyirg a% t hey do.,no,volunt3ry coritributions and public goodwill, this area 
deserves spc: al atteition. Goverments can assist by allocating funds for PDA 

- 10­



administration and also for projects. A fixed annual budgetary allocation would
 
help greatly as long as it does not result in undue government control over the
 
recipent PDA or the undermining of PDA independence and flexibility. If
 

governments are not prepared to render direct financial support, they can still
 

help by creating favourable conditions for PDAs to gain access to credit
 
facilities and other sources of project financing. Tax-free imports of items
 
essential to PDA operations further expand the resource base.
 

Procedures
 

Since PDAs recognise only too well their weakness in financial administration and
 

project management, they would welcome government assistance in the form of 
training programmes. Organising simpler registration procedures and workable 
systems with government for channeling funds from external agencies to national
 
and local PDAs would also represent a significant breakthrough, as would
 
qovernment designation of a single Ministry as the focal point for PDA matters. 
This Ministry would not only serve PDA needs but also defend their interests 
before other goverrxnent ministries and units. 

For example, in some countries Ministries of Health apparently feel threatened by
 
PDAs engaged in primary health care activities, often because FDA successes put
 
the governrent's less laudatory efforts in poor light by compirison. The focal 
Ministry charged with PDA matters could dissuade the health ministry from taking 
the counter-productive position of defending its turf and restricting the 
activities of the "offending" PDAs. Instead the focal Ministry would try to 
convince colleagues in the health ministry to take a broader view that 
encorrrasses PDAs as positive extensions of government in that they expand the 
total population reached by health services. In the long run, this kind of 
coverage brinqs credit to the government as a whole.
 

Ways for PDAs to de-velop better relations with governments 

Many of the proble Ts PDAs encounter with government stem from the latter's 
knowing little about what the former is doing. Better communication and 
information will go far toward dissipating the suspicion and mistrust that 
governrents soT etimes feel toward PDAs. Regular meetings and joint committees 
help, but more than that PDAs must show by word and deed that their activities
 

fall within established government policies and objectives. In addition, by
 
maintaining regular and closer contact with government personnel in the field,
 
PDAs can project an image of collaborator rather than competitor. This ccntact
 
will also tend to lir. their local level actions with national plans, a subject
 

of concern to government. In the case of PDAs which focus their activities on a
 
narrow constituency, as in the case of some churches for example, a broadening of 
their prograr-es to cover non-believers is appreciated by a resource-poor
 
goverrrrent health service. Qpenness among PDAs about the resources and technical
 
assistance available t1._4-, similarly a of Of
to will build sense trust. key
 
importance are friendly inter-personal relationships between PDA and goverrvient
 
personnel. P A' should, as one respondent urges: 

Be more convival' The largest problem is an attitudinal one. Government 
workers so often feel PDA personnel, whether local or expatriate, look down 
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at them as corrupt and inefficient. This is perceived by government workers
 
as unfair as PDA staff get much higher salaries or allowances or in-kind
 
assistance. They also get overseas support for their progranes (through
 
church groups in donor countries, etc.). All too often the government
 
worker has to walk to the village when the PCA staff will get there in a
 
donated vehicle!
 

CONCLUSIONS AND POLICY OPTIONS
 

Because the greatest resource of any nation is its people, the challenge facing
 
African governments today rests on finding more effective ways for the citizenry
 
to emerge out of poverty and contribute to as well as benefit from development
 
efforts. Significant changes will necessarily take place at the local level,
 
calling for new institutional capacities, norms and roles, power sharing between
 
the 	national and local levels and self-reliant beneficiary organisations. What
 
happens in the next decade in what Korten terms the micro-policy arena may well
 
make 	the difference between development or decline.
 

The process of reform at the grassroots level will require conscious re-thinking
 
of structures and institutions by community members and entail corresponding
 
behaviour changes on their part, even as higher level officials engage in a
 
similar exercise. The active involvement of PDAs can facilitate the entire
 
process. Given their long experience at the grassroots level -- whether as
 
outside entities or local groups -- they can help identify appropriate strategies
 
for this transfcrmation. By offering community residents the opportunity to
 
diverge frcr kir,-bsed traditional group norms to more universalistic behavioural
 
criteria for dealing with friends, neighbours and kin around a common interest,
 
PDAs set the stage for changes which are acceptable to the people because the
 
latter work ther. out the stlves. From there it will not be such a quantum leap to
 
building coalitions with other groups and for-ming wider networks linked by
 
ccllecti e concerns. This more sophisticated level of larger-scale organisation
 
will allo groupings of the poor and voiceless to make themselves heard by those
 
in the seats of power. This in turn can lead to the kinds of policy and
 
institutjional changes at the national level that makes an equitable society a
 
reality.
 

Govermerts that wisely recognise the strengths and potential of PDAs, especially
 
as they mrcrve fr or. First to Second to Third Generation entities, will take
 
definitive steps to create Lhe kinds of environment these groups need. They can
 
start with four policy options:
 

1. 	Undertake structural and institutional reorganisation of the
 
g;verrrnent which aims at strengthening local communities, as in
 
decentralisation of authority from national to local levels and
 
developing a participatory planning mode spanning all levels;
 

2. 	 Emphasize the government's explicit recognition of PDAs as partners in
 
develonent by incorporating the message into policy statements, legal
 
provisions and ad'inistrative circulars, and by giving concrete
 
evidence of collaborative ventures;
 

3. 	 Acknowledge that in Africa women's PDAs make the dominant
 
contributions to social development and economic production
 
activities, especially at the cummunity level, and support women's
 

ability to continue and expand their involvement; and
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4. Facilitate better communication and active collaboration between
 
governments and PDAs through such institutional mechanisms as:
 

4.1 	 an effective focal point in the government for linking with
 
PDA's;
 

4.2. 	 facilitated PDA access to funds and other resources; and
 

4.3. 	 simplified operational procedures like registration and
 
permits to work, hold activities, solicit funds, import
 
essential items and the like.
 

Governments and PDAs need each other for the collective attack on poverty,
 
hunger, disease and mal-developnent. As the larger and more powerful entity of
 
the two, govermients must take the initiative to assure PDAs that they are
 
welcome partners in the struggle for a brighter future in Africa.
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I: BACKGROUND TO THE PAPER
 

1.1 

1.2 


1.3 


1.4 


I1: 


2.1 


2.2 


of indigenous Private
This document attenvpts to describe the current status 

Development Agencies (PDAs) in Sub-Sahara Africa and emerging issucs within
 

the context of the proposed conference on "The Enabling Environment for 

Effective Private Sector Contribution to Development in Sub-Sahara Africa". 

for this paper was gathered through an initial search for
The information indigenous
contacts for a brief survey of 


PDAs. The survey area covered Nigeria and Cameroon in West Africa, Zimbabwe
 

in the East African sub-region.
 

relevant documentation and useful 


and Malawi in Southern Africa and Kenya 


The initial information search was followed by interviews with
 

provided essential information and in some
 
know.ledgeable individuals, who 


and their

instances, supplementary docurnentation on operatio)ns of PDAs 


from the interviews provided the basis
 
areas of involvement. Information 


for maing broad generalisations which were thereafter verified in personal
 

contacts with representatives of the different 'types' of PDAs, and
 

goverrm ent officials.
 

exercise was to gather information about
 
The purpose of undertain1 this 


PDAs, with particular reference to their

the operations of indig-,ous 


thrust s and the siqnificance of their contribution to
 
current 


their strengths and weaknesses, constraints and

socio-ezonomic develoqnrnt, 

basis analysing the environment concerns. The inforration provides a for 
and their potential relative to 

that sme:ifically affects PEA operations 

the the",; of the propose. conference.
 

attempts to
 
Be-innirY3 with a aeneral introductory statement, this paper 

arrive at a wor irg definition that is acceptable to indigenous PDAs. The 

section revie's the contribution of PDAs dnd provides some 
net 


survey area, of PDA work in different
frcpxthe
illustrations, d a,.,'r 
7t is is fullc%: .y a brief loo at the w-aknesses and constraintssectors. 

section analyses the strengths and some
 
tta are qeneric to P ss. The final 

These factors give
p-,s i le op;),,rtunlties which could be eploited by PDAs. 
a,:e to the cor,Lluti 1- and recccendations of the paper wicr,, in 

es e:e, are pc.it as challeriges for collaborative efforts between the 

and PbAs.
trreE sectors - gc.er:vnent, the private sector 

CONCLUSIONS AND R-ECOMM[NDATIONS 

wno in spite of their limited
 
[rE r;ing inrdo;,i ndent African nations, 


to 
resOjrces are eypectel t-) provide expanded economic and social services 

uneasy about the growing role of
ra"Idly gr(.irn po;,,lations, are scnetimes 

p ; if sJ;;'Irtirg these services.
 

need to 
To im;,rove the effectiveness of indigenous PDAs, therc is a major 

promote greater cooperation am:nq the
reso.lve the cortroints they face arid 

to accelerate 
three sectors - qoerruent, private business and PDAs ­

national d: el o;v et.
 



2.3 	 The contribution of indige-ous PDAs, partic,,larly i. a useful vehicle in 

strengthening sel f-rel iance in the developuent process, has been 

insufficiently documented. There is an urgent need for accurate dnd 
comprehensive docurentation and effective publicity of such information. 

The strong and important community traditions of self-help in Africa
 

constitute the essential aspect of PDA work. PDAs should be encouraged and
 

supported in their efforts to nurture these unique traditions.
 

2.4 	 Most African PDAs, with the exception of indigenous and traditional rural
 

associations, are largely foreign-funded. It is necessary to develop
 

iniovative and aggressive strategies for domestic fund-raising. Such a
 

strategy will need to aim at creating mechanisms which both increase and
 

foster the private sector's awareness of its social responsibility, in a
 

manner which stiotulates the rlease of resources to PDAs. There is also a
 

need to encout'age goverrnients to grant tax deductions to the private sector
 

for any resources allocated to PDAs for development work, as a means of
 

motivatinj such resource flows from the private sector.
 

2.5 	 In Africa, institutional infrastructures like the civil service are 

relatively well developed and facilitate the work of PDAs. Huwever, 

enco-drging localised institutions such as development committees requires 

more effort in creating relationships and building their management 

capacity through PDAs. Existing channels for meaningful and productive 

aialogie, 1in ing goverrvment, private businesses and PDAs particularly in 

the pi)Icy and plannirj] areas, should be urgently exploited through 

exchange of information. This will enhance mutual trust for greater 
col laborat ion. 

2.6 	 IncreasirK pu. ic derarid has led to the quantitative rather than 

qualitative growth of PLAs. There is now an urgent need to strengthen these 

institutions through training and similar capacity-building programmes. 

Such programmes sho'ld seek the support and collaboration of the private 

and p, ic sectors and should form the basis for the establishment of 

adarceu institutes of management and development where all three sectors 

can collectively train professional staff of high calibre. Existing 

institutions of higher learning should also be involved in this process. 

III: 	 INTRODUCTION
 

A: Ma 	inq The Best of What We Have
 

3.1 	 Most coloni sodl Afri can countries experienced unequal development 

characteriseJ by rural-urban and regional disparities. Post-independence 

devel o;r,ent has therefore been highly sensitive both politically and 
socially as evider,ced in the tendency of state and central governmerts to 

rrnopolise ck.veloprent management despite decentralisation programmes. 

3.2 	 The tc.;ddncy towards highly nentralised bureaucracies has been especially 
noticeat.le in Francophrune African states and to a slightly lesser extent in 
Anglophone states. lhis has resulted in over-extended central goverrnient 

bureaucracies, which have tended to stifle development. Sometimes this has 
led to loss of faith in the state as an agent of development.
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3.3 The curr~ent deylopent~ crisis~ji ricm could therefore, be, viewed as a 
~jke: 	,central.,,go errrentcrss 	 of trbdtiona statej inst ituti on ',;II

his si tu' 
6otntry to country, depending ",ortpo 1i t i history-a weV 'as, political and. 

otf:~~n~~~ onS 6rsi iffers from 

ecooicp il0sop es~- At. th IaM, tiMe j s ciVs's . 'les~d to a: 
novlable~ eInd towardsi .consi dering non-profit deelopment, agencies aS< 

vibl'ad eirab~le parns indevelopment 

3.4~ 	 he c l loo&2a8ttheir- activ.ities' , '1nceajr~ r le of PD~ fora critical 
andf th~er 'v ioscactivities.-Asmn talqt Dwin-plaIIC6tne 
aim ortat' deveoplent role ',th crcialu so ill cot rte,a 

sutalevrom~t .i which thley can:,wor , ree I~ The ~ei~o~ 
absen e of& such.,.an 'enabling enviroment', depends once again,~on-

indiviclMal countries. uSuch an environmient. does. not 'exist~ in quite'a few' 
African 'countries, and'where it does, it needs'constant encouragement. 

3.5 One way of overcoming tecre"t eeomncis nAfcais for all 
the parties involvedin develpmentwork to coperate in try ing to make the 
best of what we have. -Such parties include central govermvient ministries,. 
local "authorities, community -organisationis, the private sector, foreign 

-governmients, .foreign and indigenous PDAs. 

3.6 	 The role of indigenuus PDAs is underscored by the factthtuimelyte 
bulk of developmient work~ in Africa will have to~be done by IAfricans~-i 
themselves. The-ccmnnunal spirit characteristic of rural Africa is one of' 
the best institutions we tave. In 'this~respect, PDAs ar not culturally 
foreign. Rather, they build on that comimunal tradition of self-help and',as 
such are seen even by- governments as- crucial. partners ,who help to foster.­
the 	 spirit of self reliance~ and encourage sustainablei developmient~ 

~ approaches. ~-,-

3.7< What 'then is needed to: establ**.sh, the spinit~of. partnershi p we advocate and-~ 
~P ii:: the resulting enabling environment for indigenous PDAs? 

3.8 	 Part of what -is needed is an understanding of. what African PDAs -are ~ 
currently-involved inand of their curren~t constraints and strengths.,It-is '> 

~also 	 necessary to understand what constitutes indigenous POAs ano their ~'­
renvironament. ­

-IV: 	 DEFINING INDIGENOUS PDAs 

4.1 	 Creating- a special role for ;PDAs imnplies defining what1 they 'are vis-a-vis, 
fo :eign PDAs.- The- distinction bewe Foreign , anrd' local PDAs mnay '~be 

-activities.,irrelevant ,to their developmient 'What is imortant is'the~act 
that PDAs tend to be guided by a common philosophy and cmmonl operational 

- - principles and procedures,' which' make-it irrelevant' to dwell on local and. 
-foreign distinct-ions, AllI PDAs tend- to respond to certain institutional 
bottle necks regardless of whether they -are extensions5 of'well known 

areas. ~ internlational4 PDAs or- simply -local -women's groups inrural 


*4.?' Some qualities credited to PDAs generally include: 

~--o 	 being innovative and, ccmplementary to other institutions such as centralx 
goverment mini stries -and local communities, 
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4.3 


4.4 


4.5 

4.6 

o having managerial and educational skills needed by local communities and 

their leaders;
 

o 	 playing an advocacy role in the develo~flent sector; 

o 	being flexible in their operations;
 

o 	 demonstratinj achievements and correcting failures over a relatively 
short period of time; 

o 	 being able to deliver goods and services faster than conventional public 
inst i tut ions; 

o 	 being able to go beyond emergency activities like relief work and
engaing in actual developmcnt work. 

While one would like to agree with the universal nature of PDAs as 
described above, one cannot help asking whether: 

o 	 the local/fureigr, distinction is irportant in terms of availability of 
funds, ptrsurrel and patterns of influence; 

o 	the distin:t ior is i;m;)ort ,3.t in the orgagisational distribition of power 
as ref le. to: in r rUrl:dyent positions; 

o the question of who initiates the PDAs is also important as is the 
quest i or of whether or not the PY;A s limited in its operations to one or 
several coeur ies; 

o 	the declared ot joct i Ve of strengther ing local institutions is 
demr strated suffic ientiy in interndticnal PDA operations. 

The ae: u qu:,. ions call for some sort of definition, whatever the 
di sagreemen ts at .,it tree characteri st i cs of i nigenous PDAs. 

One way of t rin; to do f in irrci , rorS FDAs is to base it on: 

o 	Mana;-;et - the PK:..sh:uld be largely managed by local people; 

o 	 Incept ion the PDA should have been initiated by local people; 

o 	 Territory the PDA should operate mainly in one country; 

o 	 PesdI-ces the PDA should generate nost of its resources locally. 

When the ah.,vi, criteria were tested against PDAs in a number of African 
countries, it a'; poirted out that flexibility was needed in defining 
idiqr.n-. PKA;,.If the aove criteria were applied strictly, mary PDAs 
miO;ld W, eo.clude,! frrc, a.,ong indigenous PDAs even where their managemrt 
felt tnat they vere indige-ru s. 

Giver; tK.i, cri -ern for f le-ibility, one- could define an indigerou: PDA as 
irt .: th lot. al citizens in respnse to local development proble;is, and 
ni ir,..',. in terr, of (,-;ision-malirg by local citizens. It could further be 
defined as a private 1d-eyempt non-profit agency, managed in a particular 
territor, by citizens of that territory and perhaps originally initiated by 
citizens to solve developnent problems that continue to guide the 
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4.7 


V: 


5.1 

5.2 


5.3 

5.4 

5.5 


objectives of the agency. Such a definition would exclude branches of
 
multinational PDAs usually managed by non-citizens, but would include
 

organisations which function under the umnbrella of 'international'
 
movements and orqa.:-isations such as Boy Scouts, YMCA and various churches, 
but are autono,0u3 in management. 

Strictly speaing, however, the only groups that qualify as indigenous are 
local development groups such as the market women's organisations in West 
Africa and the tnousands of Harambee groups in Kenya. 

THE STATUS OF PDAs IN AFRICA 

A: Their Role and Contribution
 

What do we know about PDAs in Africa? Part of this question is answered 
later in this section where PDA activities are briefly reviewed. In sum, we
 

could safely say that we know a lot about their activities, of which we 
have little systematic evidence. This ignorance applies largely to
 

indigenous PDAs, except in Kenya, where activities of Harambee groups 
are 

fairlj well-dcLrented. But even in Kenya, little is documented on the 
activities of other types of PDAs. 

The extent of our igrorance about PDAs is seen in the fact that few African 

countries can accurately say how many PDAs work in their countries. In 
Kenya, for instance, it is ccrmonly estimated that there are about 400 PDAs 
eAclu ing Haramree groups. 

Lack of basic data on PDAs ma es it difficult to answer funda-,ental 
qLestiors a.:ut gcovernment policies towards PDAs in Africa and the extent 
of their inigerisation. Nigerian PDAs, for instance, may be said to be 
fully indigri.ised, bit the same cannot be said of other African countries. 
Ir. terms of policj, il appears that few African governments are clear on 
FP#s. Tris ageir is mainly because of absence of basic data.
 

In Nier , t he gverr-ent views international PDAs purely as funding 
age'-cies, wlich should not be involved in project initiation and 
imple._entation. In most other African countries, the relationship between 

PDAs and gevernm-ent is much less clear although the former are generally 
w, I Ccre. 

In spite of little knowledge of PDAs in Africa, there is enough information 

to give a fairly grod idea of their status on the continent. One review of 

Pbc,, in Yenya has conclue.d that: 

o 	 W ile PU;,s are active in every district, they are mostly concentrated in 
areas of greatest poverty and need such as remote rural areas, where they 
cor;,lem-ent gverrrent effort in reaching the poorest of the poor. 

o 	PDAs feel they have managed to reach the poorest members of society, 
including small-scale farmers and pastoralists. 

o 	PDA benefits to the comrimnity include material and technical assistance 
as well as provision of education and training and health care. They are 
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5.6 

5.7 

5.8 

5.9 

active in ariculture and rural development, business enterprise
 
development, population activities, health and nutrition, energy and the 
environment, water and sanitation.
 

o 	The assistance strategy of PDAs in all sectoral activities tends to focus
 

on community participation and decision-making. Corinunity involvement 
works either through groups or established management committees composed
 

of community leaders. PDAs are therefore highly conscious of the need to
 
strengthen local institutional capacities for long term community growth 
and sustainabe development.
 

o PDAs generally tend to have a remarkable capacity for mobilising
 
significant anunts of human and material resources. However, indigenous
 

Kenyan PDAs have not been successful in raising sufficient resources from
 

the country's private secto-.
 

o 	 While the combined financial and management resources of PDAs may be 
high, they are outstripped by the existing demand for projects and 

services. PDAs often rely on fragile technical expertise, a thin staff 
and constrained financial management. They need varying levels of 
assistance in training and advisory services. They also reed to be helped 
in all aspects of project development including identification, proposal
 
writing, implementation, monitoring and evaluation. 

The country-specific nature of both local and international PDAs in Africa 
needs emphasis. In a country like Malawi where PDAs were banned soon after 
independlence, one neither expects nor finds many of them in spite of the 
recent liftiq of the ban. In fact, Malawian PDAs would be called 
parastatals in other African countries. 

Types of PUeAs in Africa largely depend on the history and institutional 
arrangeents of the various countries. In Zimbabwe, whose recent history 
hds been one of liberation struggle, the question of when and by whom the 
PD was starteJ is crucial to its category. Because of this, Zimbabwean 
P As whic, were started by whites and designed to meet their minority 
interests had to change at independence. 

One such P'A is the Voluntary Organisations in Community Enterprise 
(VO:C-), for:,,e ry the So,thern Rhodesia Council for Social Services. 
Zimbabwe als, has a categ;ry of PDAs which were started by indigenous 
people during the struggle for independence, for example Christian Care.
 

Others w-re started by indigenous people after independence while others 
still were itiated white people and began change before
ir, by 	 to 

independence. The ZirT babwe Christian Council - one of the country's biggest 
indigenous_ PDAs - belongs to this category. 

Wrile e, istinr, no,ledge about the role of PDAs in Africa would seem 
insLiicient for rPin 1 gfneralisations, it is safe to say that PDAs play a 
uniCuje and! i ndis .'rsa.e role in the realm of socio-economic developmTent. 
PDAs are often atAle to effectively mobilise grassroots groups, and are 
Vno,, to catalyse irnin),vative developinent approaches. In addition, PDAs 
often fur, ction as etre;:ely cost effective entities. Following are brief 
illustrative descriptiors of some of the sectors within which PDAs, through 
their activities, have made a substantial contribution: 
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B: Education
 

5.10 	Missionary activity in colonial days was the earliest form of PDA 

involvement In education in Africa. This involvement continued into the 
1960s after independence. Church affiliated PDAs in particular showed 

for the plight of African youth, particularly 	 the
special concern 

They
underprivileged, whose achievements in formal education were minimal. 


have mostly tried to meet the non-formal education 	 needs of this group of 
-youth. Such education can be divided into several 	 types, two of which 

follow-up programmes and alternatives to formdl education - are relevant to 
this discussion. 

the most important areas of educational
5.11 	 Follow-up could be one of 

involvement by indigenous PDAs. Indigenous PDAs try through their
 

progranmmes to provide school leavers and drop-outs with practical skills 
for self-ernploynent. The Christian Industrial Training Centres (CITCs) and
 

the youth polytechnics movement in Kenya as well as the Zimbabwe Foundation 
for Education with Production (ZIMFEP) are examples of this type of 
progra iie. The collaborative spirit between the goverrient and P4As in 

Kenya is illustrated by the adoption of youth polytechnic mcvement into a 
national youth training stiategy follc.ing the pioneering work in this area 
by the Nati onal Christian Council of Kenya. 

5.12 	 National literacy cartaigns and education for the physically handicapped 
deserve special mention as regards alternatives to formal education. Many 
African gcverrrents have stepped up adult literacy campaigns. This has 

a steady increase in the demand for adult literacy teachers. In
resulted in 
Ziabwe, the Aujlt Literacy Organisation of 	 Zi,.babwe (AL_) has 

an average 80 teacherssuccessflyj responded to this challerge by training 
a year. In 19-,4, there were about 350 ALOZ trained teachers for 29,0OC 
student s. 

5.13 	 In er,.a, a 1969 surve, revealed that nearly 70 percent of adult literacy 
run by indigenco: P;As
stud_.-r,ts ir,the cour,try had; been enrolled in classes 


is ;oing on in other Africa':or self-Ielp grou;;s in 1965. Similar work 
cor tries li1e higeria, Carerooni and Malawi underlining the cor le eta'y 

role of FL.4s to g:.,,ernrient literazy campaigns. 

5.14 	 Tte p' .ically handic p d are obviously disadvantaged in edu.ation 
facilities. brral schsols are not equipped to cater for the needs of the 
prysically ha rdicap d. Equipping schools for the latter 9rcups is 
e~enci e and the irrprtant contribution of PDAs towards education for the 
har,dicap : car,not be over-e , asised. 

were5.15 	 Kenya is a good ea.;le in this regard. A 1981 survey shows that there 
in Kenya engaged in education for the physically
a out 6, institutions 

hardica . Tw,rty of them were vocational rehabilitation centres (VRCs), 
and the rest w.re spec ial schools. Nine (45 per cent) of the VPCs were 
gr,,errre,-ru, eir1t (4? per cent) were run by missionaries and three (15 
per cert) w.-re run by P5As. Of the 45 special schools, 40 percent were run 

by local athorities and a similar number by missionaries, while the rest 
were ru,, ' y PDAs, notably the Association for the Physically Disabled in 
Yerka (AP,'), the National League of the Disabled and the Lions Clubs of 
Kenya. 

5.16 	 The Map,, i Cour ci 1 for the Handi capped (MACOHA) and the Nat ional 
are goodAssocial ion of Societies of the Disabled (NASCOH) in Zimbabwe 


ea%;,les of PDA wo irnthe training and rehabilitation of the handicapped.
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C: Health
 

5.17 	 The work of church missions in health care goes back to early colonial
 
days, when mission hospitals were the only health delivery institutions in 
many places. Today, religious indigenous PDAs continue to make a vital 
contribution to health care through the maintenance of extensive networks
 
of health care and health training facilities. Collaboration between PDAs
 
and the public sector in this area is extensive and includes the provision
 
of government subventions to PDA health facilities and creative initiatives
 
such as applying the primary health care concept.
 

5.18 	 Health services are an important component of the Christian Service
 
Co-mmittee (CSZ) of the churches of Malawi. lhe comanittee has been working 
in health for the last 15 years. Is has built clinics in rural areas and
 
provided medical personnel. CSC works alongside the Private Hospitals
 
Association of Malawi. Other aspects of health services include primary
 
health care and nutrition, and CSC and its member organisations provide 40
 
per cent of medical and health care in Malawi. 

5.19 	 Private Hospital Associations exist in many African countries. Ar.ong them 
are international PDAs like the Red Cross, St. John's Ambulance, African
 
Medical and Research Foundation (AMIREF) and church-oriented indigenous PDAs 
already mentioned. AMPEF is providing a wide range of health services to 
the less privileged. Its work includes curative and preventive health 
services, fai:i ly planning and carrying out of medical examinations in 
schools. In 19E1, AMFE[F visited at least 4,171 patients through its Flying 
Dctor service and im iunised 10,846 people. 

5.20 	 Family Plaoning Asrociations (FPAs) are also active in health care 
throuqgo'it Africa. In Kenya field educators are currently reaching some 2.5 
mll ion peeole through hore visits, group di scussions, film shows and 
setnars. F, work extenlds, beyond mere recruitment of members, and 
educators are mainly woroe recruited from women's groups. 

D: _ircn".,.!._t_.an n_-__ iy 

5.21 	 Toe (,fricar erivirorrert has seriously deteriorated in the last decade. The 
alarm has ber raised, maling the problem a public issue in many countries. 
Cameroon, Mala.,i, Zimbabwe and Kenya have witnessed tremendous public 
response to the- problem. Public response in Kenya has been translated by 
the grc,.th of indigenous PbAs with envirornent conservation as the primary 
objective. They are involved in tree-planting, aid research into 
alternaT, ive ano mo re efficient forms of energy. 

5.22 	 Envirorrental PLDAs wnrk closely with the Ministries of Energy and 
Er, virorrment and Natural Resources of the government. But in Kenya for 
exa-,;..e, they have also found it useful to work under KENGO - an umrella 
orgarisation whose main objective is 'to link government research and 
effort with cor'rjity resources and international resources' . KENG I was 
estailished in 1979 - 1980 in response to the energy crisis and currently 
has 130 registered members. Two-thirds of the members are based in the 
rural areas and range from very small informal groups to big organisations 
such as Marde leo Ya Wanawake. 

5.23 	 KENGO's main activitiec include giving technical assistance in 
agro-forestry to local cimmunities, training thr,ugh seminars, development 
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5.24 


5.25 


5.26 


5.27 


5.28 


VI: 


6.1 


6.2 


6.3 


educational materials and research particularly in improved charcoal
of 

communities and illustrations on
stoves. It also provides seeds to rural 


their planting and care. The organisation has successfully supplemented
 

and the environment. Its activities
government efforts in energy and
 

relevance to the African situation call for closer ties with other African
 

organisations.
 

E: General Rural Development
 

in many parts of Africa are becoming increasingly

Indigenous PDAs 


involved in rural development, and women's groups and

interested and 


area.
organisations have made worthy contributions in this 


in Nigeria is an umbrella
Council of Women's Societies
The National 

which mobilises women particularly in poor rural areas and


organisation 

and concrete programmes for their increased
establishes incentives 


participation in development and decision-making.
 

the Harambee movement has mobilised thousands of groups in active
In Kenya, 

health centres, water projects, cattle
work involving building of schools, 


efforts to organise at the
dips, among others. It represents indigenous 


cofmvunity level for rural development. Kenya's Women's Bureau has about
 

15,000 women's groups with over 572,000 members. Group sizes range between
 

40 and 1,000 and are found in every corner of the country, although the
 
Valley


econcmically better-off provinces like Eastern, Central and Rift 


have greater numbers.
 

is food

Similar groups are active in Zimbabwe, where their main activity 


the wocn's
 
pro>.ction. A 19BI survey shows that 64.5 per cent of 


to 0.75 per cent ii public

p pulation was in agriculture as opposed 


is the Zimbabwe Women's Bureau's
administration. "We carry a Heavy LoEC" 


sumrm,ary of tre status of African rur' l women. 

of women's groups in rural development has not been
Tne i rnpact 

to rural
 assessea. tut it constitutes a critical entry point
svste7aticall 

ar,-as by g9,verrrent de~elopr,ent agents and by international and local PD~s, 

anc toir imhact is pro.ably more than most estimates have shown. 

THE WORKING ENVIRONMENT: Constraining Factors/Weaknesses
 

PDAs has both constraining and 
The wrking envirow.ent of indigrnous 

.nabling factors. A rIber of f?.-tors hinder the progress of indigenous 

cc;irmnn to all or most of the indigenous PDAs while
PD 's. S ,:,e facturs are 

others are specific to rural situations or particular economic sectors.
 

PbAs are largely involved in social development work, while new,
Traditional 

a specific technical
PDAs have entered rural and urban development with 

mandate.
 

1he fast rate of grcth of technically oriented PDAs outpaced the rate of 

to man them. Lack of technical staff is therefore a
training of staff 

PDAs. A lot of indigenous PDAs have to corr, corstraint among indigenous 
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make 	 do with ilH-trained and inconpetent technical staff due to great 
demand for technically qualified and competent staff by government, private
 
business and PDAs.
 

6.4 	 There is also a shortage of personnel to facilitate organisational
 
expansion. In most cases, indigenous PDAs are understaffed, overworked and 
overstretched. Where there is poor pay and lack of incentives, dedication 
and commitment - both essential for effective running of PDAs - are 
lacking. 

6.5 	 At project operation level, it is cormon to find field workers 
insufficiently trained in proposal writing even though they could identify 
areas of need and appropriate projects. This is a serious shortcoming when 
local implementing corruittees have little sense of direction. Technical 
projects are sometimes the brainchild of powerful politicians or a 
spillover frcoTm grassroots enthusiasm and demand. Pressure rather than 
developmental merit become the determining criteria. 

6.6 	 Lack of funding - frequently mentioned as a major constraint - is sometimes 
related to lack of competent personnel. Due to tie prevailing positive 
attitude to PDA work, it is very likely that a well formulated project will 
be funded. Many donor agencies find PDAs to be more cost effective, more 
innovative, better at reaching the poor, more participatory in their
 
approach and able to disperse money faster than bureaucracies. These 'PDA 
advantages' have created a rapid desire to fund their work, resulting in a
 
situation of surplus funding and difficulty in spvnding. Still many
 
indigen,,us PB;s have serious shortage of funds. Some of them are trapped in
 
the clicken-and-egg syndrome_ whereby they will only get funds if tney have 
competert personnel, which they cannot obtain without sufficient funds. 

6.7 	 The erratic nature of PDA funding makes long term planning difficult. Most 
indigevous PDAs arc funred on a one-to-three year basis by external donors 
whose cortri!btion accounts for an unacceptable 98 per cent of total 
funding. Result: rranagement time is spent on fund-raising instead of 
institut ion-bilding. 

6.8 	 Another p-ohie-. relates to lack of PDA co-ordination and co-operation. They 
have a tendeoocy to mind only their own programmes. There is definite need 
fcr rnre irefor:mti echarge atrlong PDAs to avoid duplication. 

6.9 	 Similar ccrdi nat ion with government projects is needed. Information 
e,charge betw.en P As and government will remove mutual distrust between 
tiem. At the mroment, neither of the two fully grasps the role of the other, 
hence lack of government policy on PDAs in African countries. 

6.10 	 Transport and ciiw:Tjrications are major rural problems, Lack of the two 
hinders PbA w)r in rural areas, which also need postal services and 

6.11 	 Commenda,.,le efforts have been made to overcome some of these problems, but 
a lot nvre needs to be done. Some of the favoureble measures which have so 
far been implemented are discussed below.
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VII: 	 THE WORKING ENVIRONMENT: Enabling Factors/Strengths
 

7.1 	 Economic development PDAs are newcomers on the African scene, unlike
 

But their contribution within
 
health, education and social welfare PDAs. 


the short period of their existence has 	already made a major impact. What
 

factors in the environment have enabled and facilitated 
their work?
 

role 	in the work of indigenous
have 	 played a major enablig7.2 	 Governments 
PDAs. The latter generally feel that African governments on the whole 

the quick registration
appreciate their work, evidenced, for instance, by 

of apolitical PDAs.
 

all genuine cases. PDAs usually depend 	on
 
7.3 	 lax exe',ion is routine for 


material donations frcvi abroad, and when it is clearly shown that donations
 

are for voluntary work, custcis duty is waived. Indigenous PCAs in Zir-.abve
 
about difficulties


would appear to be an exception. They corplained 	 in
 
to


exe"tion -	 a privilege which is autoratically extended
getting ta 

international PDAs.
 

projects between govern7,ent and PDAs. Malai's
7.4 	 Most countries have joint 

joint 	projects with their government, as CK anJ Save 	 the Children Fund run 
d:. P ;-s in Zir 1. ,,t and Kenya. In Frar ccphc ne countries, however, 

the role of PAs and apparently have not:.,.errrer ts have beer. uneasy ahout 

recc ,lste PAs' con; lemer, ary role in their development efforts. 

PDA fora, where they have 
7.5 	 Se-io- ci'i I servaI.ts are reglar guests at 

latter. At the recent launching of the Voluntary
prai-. t.e 	role c, the 

the head of 	the Civil
.ies .eelortAssistar:.e (VAD',) in Nairobi 
P A*s. And while opening a primary health care

e,'e 	praise, the rcle of 


i, 7 a. tre Health Minister told the organiser, VOICE, that
 
se-irnr 

ne. recosised the historical r,:le of churches and PDAs in 
tle G, 

pe , , -	 iF, r. , t i C are. 

7.6 	 Tra t' ', ; g,-er . rural cy--jrities have also played their part. ",part 

have freely interacted with them. At the
frC- aI*er,F, r ' u.' irs,, they 
s " t it s:!! be ;:irted out that rural corunities tend to de-and a 

1l.; fr:,'" -, at ttr' eper,se cf projects. 

7.7 	 PRual institut ions including womTen's groups, Harambee groups and Kenya and 

Mla~idistr..t.d..pf-t coriittees (DCs) provide an essential network
 

fur F . efforts.
 

:	 than rural ones. But there is good
7.8 	 The u a' cc,.irities are more coirplex 

urban co :nrunities especially in theco;,;,erat I r, bet , ern P A, and poor 

set, , wle e thi, latter's w-r is concentrated. 

such areas as energ,
7.9 	 Pri tr bj i,,r. i., gererllI syI athetic to PDAs in 

,-e tlhere are cAr'_rcial interests. Inmany countries, locald'.veloi 	 and pujh ic
both 	private
and appealing to 

furlI rai,,ir,g rv(vei, visiti ng 

sectors, ard privdte businesses are lenown to contribute to such efforts. 

still leaves, a lot to be desired. While private businesses might
But this 


instance, many indigenous PDAs

be irtf.rested irtsj;;,,rting research, for 


are r:t Feet 	oriit.
 

increase its 	support for indigenous PD,s, it
 
7.10 For the bu'int5S, ccr',.ty to 

or the latter's role in developient. Business circles, nee to heeucat 

nee'is fi 11 ­b('-


II -.
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for instance, see PDAs as competing with the government - a misconception 
that can only be corrected through more information and education.
 

7.11 	 Political and economic ideologies play a big part in enabling or
 

constraining PDA work. The latter generally agree that an economic ideology
 

which enhasises a mixture of entrepreneurship and state participation is 

conducive to their efforts in partnership with the government. 

7.12 	 There could be exceptions to this generalisation. Until recently in Malawi,
 

it was very difficult for PDAs to operate freely although the country 
upholds a mixed economy ideology. In fact, many Malawvian PDAs had to stop 
their work because the political environment was hostile to their 
existence. But the situation is changing, and is likely to lead to growth 

of PDAs in the country in the near future.
 

7.13 	 In Kenya, the Harambee ideology is particularly favourable to PDAs' work in 
rural areas. Harambee is for self-reliance and involvement in development 

efforts with minimal governifent interference. Many PDAs find it easy to 
different types of Harambee groups. A strong co-operativelink up with 

movement i(kC;]cgy - in many ways similar to the Harambee movement - is also 
co ipatible with PDA partnership. 

7.14 	 Institutional infrastructure is necessary to the success of PDA work. In 

most rural areas where institutions are few and scattered, development 
slcos down. Sufficier and efficient institutions result from development, 
and areas lac. ing such institutions are those that have not been given 
priority by gqfvernr ernt and the business corimunity. This in turn reflects 
lack of pohtical and econoric power in such a community - a phenomenon 

that poses a serious challenge to PDAs, whose objective is to reach the 
poorest sect ions of the society. 

7.15 	While goverr:,ert concern for scs;e :ural c nmmunities cocies late, it always 

leads to the esta!)l ishIent of badly needed institutions, in arid and 

semi -arid aruas, for instance. 

7.16 	 In Kenya, the District Focus for Roral Developient, which emphasises local 
participatin, sh,: ld help PDA work in arid and semi-arid areas. The 

approac h ,. Ii e.rci,- i se g(.vernmeiL machinery, bringing in a bottom-top 
as oppteCo t, a t u,-b-ot t ' norm. 

where 	 it is already government7.17 	 If district planning in Kenya and Malawi, 
policy, is ir;,lee te d, there will be a significant improvement of 

infrastructre in the rural areas. But it is equally worth noting that some 
PuAs feel threaten;., by District Development Committees (DDCs). This fear 
is based orn the fact that DDCs are expected to review and approve all 

de c(,;'erit pruif-.ts in their districts. Previously, PDAs have not had to 
be vetted. 

7.18 	A Iis civil service, particularly in the rural areas, wherewell-est, e 
in an atmosphere ofres;', t au s, oa e it ebsier for PDAs to work 

Security. Whore the civil service has broken down and security is 
uncertain, the wor-, of PDAs is greatly hampered. The work of ORAP 

(Orgar, isation of Rot-al Assnciations for Progress) in Matabeleland, 
Zir mdw., sufffrer a lot at the height of insecurity in 1984 and 1985. It 
is etI ratd th ,t it will ta e a long time to recover from this setback. 
The same situ,!tior, previilIs in other areas of military conflict. 
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19 Church inr)stitutons prov'ide~'arespe'cted~and permanent infrelstrdcdire andA" 

newrIfavourable tAo PDA work.They are the only'rdependable institution i n 

many rural areas. It.is be'cause of' this 'thatimany PDAs~are: orki gi.with~ 

important1 role of "thee church in deyelopment work cannot be7.20' 'The 

In mny ',countries,- Orgnisatiolis such as Nti'onal~AAq''' oyer-'emphiasised& : 

the,.biggest ib,digenous PDAs in terms~of members'anhd7I 
SChristian,.Councils are 
areas 	'ofioperatiop. The CSC irnMalawi,ANCCK An, Kenya and ZCC in,Zimbab'We''< 

be. the biggest PDAs:,;ifl th~e three' countries. I CaeonS'';.could be' said .to 
W2"FEMEC' (F~dration,.des Egl'ises et tMissions Evnliusdu C 

per fps teo1nd'e01SPAwrthy of-tenm-.­

7.21 "Man',,new PDAs are going into ru'raV'areas for . the first. timle without an~"' 
and 	 very useful, to work with the'""7 nfry~structure of their own, have found it 


churchies.' ' 
 >~':'w, 

7.22 	Cultural and. religious values~could constrain or facilitate the work of, 
PDAs. ASome religious "sects, for~instance, do not believe in me'dical 

especially' when'treatment., Such values' are detrimental to development 
adopted as reli gious beliefs. Fortunately, only a'minority of the. African 
population'upho'ld 'such' beliefs. i'n'a continent where cultural 'and religious 
beliefs andvausaevrpoiv.
 

7.23; Communal welfare, mutual self-help and reciprocal, work are strongly, upheld's 
traditional values by the majority of African.peasants. These values easily 

efforts. Many PDAs are emphasising the participatory modeaccomimodate PDA 
of working for community development, which hasA~been the natural wayK'ofiX 
doing 	things.
 

7.24 Cfrictan cunriesan caring ;for the~ underprlvilegedz is strong i~n most, 
The: Islamic tradition,,"Afrcancoutrisespecially 'in rural ,areas.' 

'embraced' by quite a'big "African population'deserves special' mention, 'Both')
have a'bias infavoiur, fI!slam 	 and Christianity, 'when correctly practised, 

.A 
'A" ~the poor - a basic phi losophy of POAs. 

the woko n'ieos 
A 7.25. Theinternational cormunity contributes'a lot' to 

like UNDP2.UNICEF,~PDAs. 	 The specialised agencies .of the United Nations 
A 

ILO, 'etc.' pro'vide" both financial'aid technical assistance. .~They, ,also, 
staff are experts'in' different 

Aprovide ideas 'in'so far as.'most ofl their 
available to participate i'nthe.'fields. On the whole, they are willing and 

numerous semnars and'workshops organised by PDAs. Their literature is'also 1" 

Aa valuable resource, especially in places where such literature is bothi 
scarce' and costly.''. A 

7.26 Foreign missions are another co'ntributor to PDA work. Inmost cases, their'$< 
like 	 technical tools.Aand,~~
contribution, is in'the form of donations 


.instruments. 'Provision 'of scholarships~for further training is another: 
~~welcoie gesture from foreign missions.:
Y' 

7.27 	 Interaction betweeni.PDAs:s'i also an enabling factor..Forums for exchange'6fK§
although they gen rally.A' 

experiences and ideas are always highly valued, 
-a
lack coordination factor which isregretted by PDAs inmany counW'ies .7 

support of the academic community,. which, 
' 7.28 Indigenous PDAs als~o enjoy the 

provides valuable resources through research and participation at seminars, 
courses: The academic community also helps project,tworkvshops and Atraining 

'A ~" 	 ~'' 13­
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formulation and evaluation, mostly on a consultancy basis. Some members of 
the academic ccrnmunity support indigenous POAs' work by serving on the
 
latter's coxnmittees and boards of management.
 

7.29 	 It should be emphasised in conclusion that without those enabling factors 
in the environment, PDA work in most African countries would be greatly 
impeded, if not actually terminated. 
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SUMMARY OF RECOIMENDATION
 

International PDAs
 

- should emphasize their role as a catalyst and partner to other institutions, 
particularly African PDAs; 

to ensure that their projects fit into a country's overall
- should work 
development program; 

- should strengthen their own management systems, particularly in evaluation and 
coriuni cations; 

- should continue to strengthen their role as development educators in their home 
countries. 

African Governments:
 

- should consider more systematically making use of the resources and experience
 
of IF'LIAs; 

- should strengthen the administrative framework under which IPDAs operate in 
their countries. 

Bus iness:
 

- should er,cc,Luaqe I A:s' role as resources for small and micro business 
dpeleo r t, includjn tne infurrm.l sector; 

- should provide financial support to IPDAs, as an expression of corporate 
rec;,Q ,lit 1 ; irJudinr grants of bloced assets to IPDAs, for economic and 

social de.Ilo;1 .rt vithiri the respe Live country; 

- should provide 1leJrship in major collauorative ventures involving IPDAs and 
governments; 

- should w,.6 closely with IPDAs to seek ways to improve business' image in 
indi vidua] cot,ntries. 

African PDAs:
 

- should se6 nxre, new ways to collaborate with and take advantage of the 
resources and experience of ]PDAs. 

-1­



THE ENABLING ENVIRON4ENT
 
FOR
 

INTERNATIONAL PRIVATE DEVELOPMENT AGENCIES (IPDAs)
 

There are at least 300 international private development agencies (IPDAs) which 
are trying to proni)te developrient in Sub-Saharan Africa. They go by such names as 
NOVIB (Netherlands), CUSO (Canada), Community Aid Abroad (Australia) and AFRICARE 
(USA). They provide about $1 billion dollars in developmient and relief assistance 
to Africa each year. They are, therefore, a significant -- though in some circles 
under-recogrized -- resource for econoicL arid sucial development in Africa. 

This paper describes these organizations; makes, a nm,,er of generalizations about 
their effectiveness and role in Africa; describes their relationships with each 
other, with African governments, and with the business sector; and makes several 
reccrr.,en:ations to strengthen the enabling environment which would improve their
 
contribut'1uns to Africa's econcr:ic arid social develojrnrit.
 

First, arant, im;:;crtant work in definiticn: Econciic and S.cial Devellopsent 
in Afri1 .am.ons that bobs, capital aid the resources to acquire desired goods and 
service-, are increasincgly available to all elements of African society, 
pr oT,nent ly including those men and wcen not no,, benefiting from the formal
 
econ.j , -- and the basic need's Ii e education, health and shelter, and the 
qual It, of lift! for all eleoents of African society are increasingly enhanced. 
Esser,. i 1 to, ec' rf,X.iand. s-cial devel or: ent in Afri ca is the increasing strengthc 
of Africa inst i tut ions - governrients, businesses, and private develop7ent 
org, 1. iz~t i-r. 

IPDA CHARACTERISTICS
 

nternat i,I private de veloIpment agencies (UPDAs) are sometimes called 
nr-g,err ,tal org-: rizations (V 3 Cs), private and voluntary organizations (PVOs) 
or v.]':crr aj<.ncies ( IP As international virtue ofidJ.?s). are by operating 
traIr:.:', by ha ino a multinational composition, or by having 3n 
ecucat1o',il or ac.ocaC program which significantly addresses issues of 
interIat , 1 :..,;w'or.t . );.sare headcuartered outside Africa, mainly in the

]Pr art Cci", alth countries. They are private in the sense of being 
nor-g.. r,' ,l; arr they' are not-for-profit organizations. As volurtary 
age ncies t,,-, are estat, 1i hod arid directed by uncmWT1pen sated private individuals. 
Arid they hav,- a d -lare1 pur;pose of serving the public wellbeing in sore way - in 
the conte.,t of t Li s Pa;r, by supp rting social and econcoici developm:ent in 
Africa. Inhe" us lly have professioni1 staffs. Their funding ccxsies primarily from 
Vo u ar, ,t c,ot rll! i'S frtoc. t ei r Owr', countries, though many also ad' i ni ster 
f onar r.l rt:,, r' , pr ,,i det: by thei r respective governments. 

1i.Such r;, i 1 r !f,, ,s, P i(-es,us -ally as the product of some 
, (,
r ;, L andindi vi' , g i'r--'ce;t of a need, their subsequent organization 

of a str,,t,,, e t. r.t t . n.* :.. Mlreover, there is arle evidence in soe 
countri-s tr. t the P . plac a very ir;,r,rtant role locally, particularly where 
goverry # .tp,' a'! ard thrho-,nr:,.:l In- of the econcir'y do not or can not meet 
ccii)rnIy fel(. r.:.d. in thi 1r,Ited States, for exar'iple, this sector plays a 
powerful ro.lr. in prv.'idi ri; [ val education and health care, and ma; es up five 
percent of t it cu ntryc ' ,'%:.ThiK lss structured in Africa, African PDAs 
like the Har ":.''. grfj;,, in ,i al ,o play a significant role in the economic 
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and social-. developent of those countries, as detailed, in other papers prepared 
for this cornference.' ';"~ ~ 2f2"~~, 

Theris inpcreasing~ evidence , that.tissInternational PDA~sector plays' ia
1r~o'rian'~rlelnth~ecnohi~ad scal developmen~t of , the 'Thi d. World', 'As~ 

noted~above, IPDAs1,bring' with them $1'biIlion worth'of resources to Africa"'each 
year. Though oeis nwn'bu PD' iJn. Latin .,America and '1nlki :ta~in~h" 
Afre~fca 'ther eare nirnerous' 11lustrat ioni ''f thir -importance i nj'Afr'l ca.' In<' 
Burkina_'Fa'1so,.,for ex'ip~e almost twenty percent' of, deVelopment epeditu'.flw
't4r. ugh inter nai onal1 a n d'African' PDAs In_short, aPDA -set tor,exisds.Jn Atdic aJ 

-6ar~s':a0ni a s~'trong 'contrbbuti on to s.c a aidc6 n'icd'~ iI 'de-eomet 

;Inernational PDAs, have been, active in Africa for many years. Many'fthemiiwere~"
closely associated with Chistian missionariles in he early part of, the~century;. . 
bujt- mre' recently- interniational PDAs fromn both" North 'America and 'Europe tend to 

b;seular insti tutions, "backed byk cbc aboutresources' and .individuals ;n 
Afri'ca's wel lbeing. The mieans by 'which, iinternational: PDAs assist Africans' lin 
thei'r 'e onornic and social developmient 1progriams Ivary 'considerably. Some ~are 
~project i1rplementors in.much the same way 'as official bilateral~ assistance 
~progr~ams , Others prov ide techni cal. assistance to. local or'ganizations.6or, enti ties,; 

' 

'and others are pr imarilypr viders of Ifinncial or. in kind reore, 1ik 'h, 
pfrivate grantmaking foundations of Europe and the UAnited States. Of particular :,' 
note, are those IPDAs whi ch vi ew their. function as .institution bii ding orY'' 
strengthening -particularly, of. African. PDA -counterparts. or' ,colleague 
~organizations. Special. mention 'should also 'be made of those which. play anA~ 
important role in informing and educating 'their owvn home countries!. Citizens 
about African needs and resources. ~ ''~' ~ <~" ~ <~~ 

alkinds f ­
~': International PDAs are active in 'virtually' 1 ofassstance programs~'

ranging from village, water projects, to training~project managers, to providing" 
cr~edi t programs for. smiall-scale eniterpri se dev'elopment, 1to 'adnii ni steri ng food for. 
work programis, to. adult literacy, and so on. According to a recent, InterAction"Y-~ 
Survey of' IPDAs. from the, United States which work in'Africa, .multi-sector~ 
community 'developient, food' producti.>p and agricultural development, and medicine< ~ 
and public health ar the.*pribr'J----to for IPDA project ai ' " 

is al so2 important 1 to note that IPDAs represent an extraordi nary array of 1'"''It 

origins, sizes,'purpos'es and capacities. They are headquartered in near.1ytwentys
different'<countries outside of Africa and work' in countless different ways.A nz 
their programs',in Africa. This diversity, of course, presents both' an opportunity,~

~~and aproblemf. It promi ses for African societies many choices of, partners, types
 
of assistance, points ,,of, vi'ew,~ and 'channels to commvrunicate with industrial,"'
 
co'untries;,"and it also. permits diversified sources of .'forteign: assistance., But'~ 5
 
~IPDA 'hete~rogpen~eity 'can 'also 'create> sustnia, dificles for, African.
 
goverp~nme nds imoitoring and relating their efforts'to'gvrmna vlpet


pln adprograms. 'Moreover, many~IPDAs - in 'seeking'to w.ork~ directly withr 
people, free' of host government restraint or:bureaucratic impediment -'pos a~' 

Sparticular challenge to'governments which'understandably are mindful of, their own' 
~~prerog'atives and coordinating responsibilities. Ideed, some IPDAs''6orienitation 

,toward 'empowerment 'of 'low-incomne, dispossessed people, is sometimes seen" as' 
.threatening. JIPDAs, inshort,,are difficult to "coordinate.
 

It is "al's'o imnpor'tant~ to note that international private development agencies, 
~ en gage 'virtually millions of individuals directly" in their, work,. as key 

vol unteers, program participants, and donors. CARE, in the USA, for instance,, has 
over Imillion individual donors, Church-related IPDAs alone can communicate with '
 

of people inEurope, Australia and North America.11Smillions 
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Clearly, IPDAs are often very influential in the international development
 
process, by mobilizing their constituencies, pooling their resources, concerting
 
their action as a community, as well as by their direct program work. 

THE ROLE OF IPDAs
 

Though dangerous to make generalizations about this very diverse group of over
 

300 organizations, they share a number of characteristics.
 

First, though there is no overwhelming consensus of IPDA performance, external 
evaluators and developent professionals tend to agree that IPDA project 

assistance has been reasonably successful. Individual evaluations note 
particularly useful, quantifia3le achievements in primary health projects, 

community developinent, credit programs, and micro and small business enterprises. 
There is also considerable literature suggesting that IPDAs have a "comparative 
advantage" over othe- development organizations in the broad area of human 
resource development - the training of Africans for a wide variety of development 
program, s. This cociparative advantage cormies, in part, from the relatively low cost 
and people-to-peo.le orientation of IPDAs compared to the larger infrastructures 
of international and bilateral assistance programs. Othier areas of IPDA strength 
include their capacity to reach under-served rural populations arid the -informal 
sector in many urban centers, to promote pa,-ticipation in development projects, 
to adapt technclogies to local conditions, and to be innovative. 

Or the other sid,_ of the ledgr, the most frequently cited weaknesses of IPDA 
contributions in 6,veloping countries are the difficulty of extending or 
replicatirg trieir small-ccale projects to a larger context; their mainagement and 
technical cipacity; the sustainahility of their projects, since they are often so 
dependent on e,ternal resources and/or operate so independently of other 
organizatiosr,.; and their often inco;TAlete internal systems for data collection, 
planning anc evaluation. 

Secon1d, it. rTt be stressed that IPDAs are a form of extension of the good will 
of individuals and groups in so-called developed countries to bring needed 
resources to ,Africa. 1heir private character, therefore, stems from the varying 
mc tivait,.n of those ' , created and continue to sponsor IPDA activity in Africa. 
Mcverover, because of their relationship with publics in their own countries, 

,IPDAs are perhap the most important source of information and insights about 
Africa that exists in the industrialized nations. This "development education" 
capability represents an enormous resource for economic and social development in 
Africa, since IPDAs clearly help shape attitudes in the North about opportunities 
and challenges in the South. 

BecdUse PDA, as private organizations are not directly accountable to their own 
govern7or.t;- though many use resources from their governments to complement 
their prive' funding - and t.ecauce IPFP)As do not need to turn a profit on behalf 
of their sha, fho~rs, IP[As have a certain freedom that many institutions in 
societies dnr,'t ha vi.. This freedom enables them to focus singlemindedly on 
helping t,, de(ice and implement strategies to enhance the wellbeing of people. It 
also allr ,, them to take risks and co innovate. The freedom also, however, places 
som_ tension betwen IPDA(.' operations and local authorities who appropriately 
expect some coordination and accountability. Indeed, as noted earlier, IPDAs 
sometime orientation to bypass local governments and to "empower" the poor is 
occasionally, challenging and threatening to governments in developing nations ­
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as indeed it often challenges their home governments which must be mindful of 
diplomatic considerations.
 

IPDAs most typically seek to work with low-income people in Sub-Saharan Africa 
and thus have a grass-roots orientation not normally found in larger projects 
sponsored by governmerts and international organizations. Their "bottom-up"
 
orientation in itself represents a resource for economic and social development
 
in Africa. (There are, of course, other IPDAs which deliberately seek to work
 

directly with local governments and business operations in the more established,
 
formal economic sector, but they are in a minority.)
 

Finally, and most importantly in terms of this paper and conference, IPDAs are 
most effective when they are cooperating and serving as a catalyst or a bridge 
between other institutions, whether they are African PDAs, African governments, 
other IPDAs, or the business sector. In other words, IPDAs' greatest potential
 
value comes in their partnerships with other institutions. Their relative freedom
 
and private character enable them to bring resources together and to stimulate
 
other institutions in a rich variety of relationships. This characteristic - and 

strength - can not be overstated, though there are numerous examples of 1PUAs' 
failure to promote this partnership role. 

ENABLING ENVIRONMENT FOR IPDAs
 

In general, IPDAs flourish and make their most effective contribution in an 
environment that gives maximum opportunity for IPDAs to carry out their linkage 
and bridge-building role. In other words, IPDAs work most effectively when they
 

are encouraged to seek collaborative relationships with African governments, with
 
local African PDAs and comnmnities, with other IPDAs, with international and
 
African businesses, and with bilateral and international assistance programs. 

With African governments, experienced IPDAs like Save the Children, AMREF and 
AF%:CAK_ work effectively when their contribution is acknowledged by the African 

government and when their resources are integrated into the development planning 
of the African goverrnent. Moreover, African governments can offer a range of 
incentives to strengthen IPDA contributions, such as the provision of tax-exempt 
status, the frecdrr, to make contacts throughout the country, and the invitation
 

to IP ,,s to participate in policy discussions within their areas of expertise and
 

experience. Such collaboration, of course, implies that the IPDAs are themselves
 
prepared to accept the responsibilities of a guest in a host country, including
 

consultition, respect for local regulations and priorities, and adherence to
 

political and cultural requirements and standards.
 

It is with African PDAs that many observers feel international PDAs make their 
most effective contribution. International PDAs are most helpful when they are 

transferring their resources and expertise to indigenous institutions in a way 
that strerigtheris the capacity of thse local institutions to carry nut their own 
developtnent and social prugrdni,. Many church organizations, the YMCA, OXFAM and 
other I~b.s are rightfully proud of their emphasis on such institution 
strengsher, ing. The YMCA, for exaniple, has helped to sponsor the independent 
establishment and growth of local YMCAs; and it has fostered Pan-Africanism by 
helping to create and now supporting the African Alliance, with 21 autonomous 
YMCA members. Christian Aid in the United Kingdom works almost exclusively 
through "partner" African organizations, like the Ethiopian Coptic Church. 

Similarly, many European and 
private foundations have 

Canadian 
this i

NGOs 
nstitu

and 
tion­

several 
building 

of the 
priority 

larger 
in 

American 
their 

funding/grantmaking programs. 
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Since IPDAs have no inherent role or right to work in Africa, their transference 
of resources and capabilities to lasting indigenous structures is their hallmark, 

in the best of circumstances. Clearly the IPDAs which make the most lasting 
strengthen local institutions.contribution to Africa are those which seek to 

IPDAs' role is an increasingly active one.
In strengtheninq the private sector, 

First, many IPDAs work to strengthen or to create small and micro businesses in
 

Africa which themselves create jobs and develop a functioning economy,
 
sector. Thus, as advisors andparticularly in rural areas and the urban informal 

as sources of credit for otherwise un-bankable projects, IPDAs do much to 

strengthen African business, particularly in the informal sector, but some in the 

more formal business sector - like the International Executive Service Corp, from 

the USA. 

IPDAs are also increasingly active,
 

particularly US-based IPDAs. Organizations like AFRICARE o Technoserve accept
 

grant funds frorii businesses to carry out programs in countries in Africa where
 

the international business seeks to make a positive contribution to Africa beyond
 

its business operations. Few European PDAs work closely with multinational
 

With international business interests, 


businesses, partly because there is little tax incentive and partly because the 

two groups have not yet sought each other out as much as in the US. 

Particularly noteworthy is the increasing practice of American IPDAs' using local
 

currencies earned Dy the international business but blocked fromT repatriation by 
African governments because of international economic or foreign exchange 

considerations. The IPDAs, ta ing advantage of their capacity to receive tax 
deductible cor;tribtions fro, US corporations, represent a way to free these 
blocked rescurces for productive economic and social development purposes,
 
adm.in-stered b, the !PDA:, in individual host countries. The new Fund for Private 
Assist,rce in 7nterr,ational Dev.elo x' ent is a particularly good example of an 

institution work ing with US corporations to take advantage of US tax law and free 

irrpartart fi na r, i al reso'Jrces for econoric and social development purposes. It 
has, for irstance, brooujt iT,;;,-rtart new resources from block.ld funds held by US 
corporatitn t) the Internr tic.;,jl Institute for Tropical Agriculture in Nigeria. 

are n'erx:s e Iaples of IPDAs using international businessFinal l, there 
nir,t w0ich both IPDAs' and the long-termresourc'1,i ri projects serve the mandate 

or indir E-t interest of the bWsiness. AF RCARL 's work in The Gambia with the 

Pharr..a:_e t' l , '.ufacturers' Association and related companies provides an 

excel lent e d;,le of such collaoration. AFP ICARE, with grant support from' PM'A, 
providel direct maniaqe:rent assistance to facilitate the distribution of 

so PMApharmaceti ical drugs, in rLral areas, a project successful that 

subse;iently etende! the model to Sierra Leone. 

Many - though not all - IPDAs also work closely with their own government 
developrert ass!istance programs or with programs of international organizations. 
fiormall,, these relatir,hip,. work best when an IPDA like VITA, ITDG or PACT is 

extendin, the resources of the big donor program to local areas and to local 
corm rties w ,ich are difficult for official programs to reach effectively. In 

such cojop.rative relatiorisiips, however, the PDA's flexibility and autonomy is 

import ,t to m ntair) if the international PDA's private character is to be 

preserved ard remain credible with African peoples and governments. 
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RECOWtENDATIONS 

To facilitate and enhance IPDA contribution to Africa's economic and social
 

development and to focus 1PDAs' activities where they are most welcome and 
effective, a number of recommendations ,bout the optimal enabling environment for 
IPDAs are in order. 

Recommendations for IPDAs
 

1. Though most IPDAs are increasingly sensitive to this need and priority, 
IPDAs must continue to strengthen their role as a catalyst and as a 
bridge to strengthen African institutions - particularly African PDAs ­
rather than overly protect their own autonomy and independence. There 
are a number of examples of IPDAs which appear to operate deliberately 
at a distance from local institutions and governments to give themselves 
the greatest freedom oF action. While such a strategy might be effective 
in the short term, it ultimately erodes the principal strength of IPDAs 
and does little to promote lasting long-term institutional development 
in Africa. ?4)reover, there are increasing indications that African
 
governments will not tolerate such aloofness. This tension between
 
independence and collaboration with local entities is probably the
 
toughest strategic decision most IPDAs working in Africa must make.
 

2. IPDAs need to view their contributions as a part of a development system 
within the country, not simply as individual projects with rio
 
relationship to the whole. This recommendation implies that IPDAs need
 
to work carefully with African governments and private structures to 
ensure that their programs are fully compatible with African needs and 
priorities. It also implies that IPDAs need to be sure that their 
experiences are adequately documented and evaluated, and that their
 
policy implications are carefully and regularly communicated to African
 
governments and other local organizations.
 

3. Almost all informed observers of IPDAs agree that IPDAs need to
 
cent, and publicize their role and their contributions in
evaluate, doc, 


Africa far more systematically than they typically do today. Their 
bridging role and their success in many of their activities throughout 
Sub-Saharan Africa need to be understood better, particularly by African
 
goverynents, businesses and African PDAs. IPDAs must improve their
 
effective and professional communication with governments and
 
businesses.
 

4. IPDAs should continually ctr,..ngthen their role as development educators, 
informing and 1.ducating their home constituents about need and resources 
in Africa. No institutions in the northern nations are as well placed to 
serve this role, given the relative trust they enjoy in their home 
cour.tries. Euifl'f'-e and Canadian IPDAs, and some US groups, are already 
seized with this priority; but much more needs to be done. 

African Government Activity
 

5. Most important, African governments would be well advised to learn about
 
and make efforts to integrate the capacities of IPDAs into their 
planning and developnent activities. in Sudan, for instance, Save the 
Children/UK is working with the Government to develop a hospital system 
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in Khartouln. SAVE/UK as a matter of policy works with governments,
 
rather than African PDAs or alone, in an effort to enable the
 
governments to extend their program. Another example is its relationship
 
with the Ministry of Health in Zimbabwe, where SAVE is training
 
personnel in a nationwide immunization program.
 

African governments might consider developing or supporting coordinating

councils whereby comnunication among IPDAs and with the government can 
be encouraged and f3cilitated. (Examples already exist in countries like
 
Kenya, Burkina Faso, Togo and Zambia.) And, where appropriate, IPDAs
 
should be encouraged to participate in relevant policy discussions about 
economic and social development in the individual countries.
 

6. There are certain common measures that African governments can take to
 
improve the administrative structure which supports and forms the 
framework for IPDA activity in their countries. Minimizing internal red 
tape in dealing with IPDAs is one such step -- and a most important one. 
There are SCITie IPDAs which won't consider working in those African 
countries W,ere the governments are excessively "bureaucratic" and 
unresponsive, or in some cases indifferent to corruption by their 
officials. One PDA reported that one sophisticated project agreement
involving interdepartmental coordination required three years to be 
signed.
 

Creating a single liaison department or focal point for ]PDA activities 
is another step African Governments might t6ke. (The Community 
De'el op1 et 1rust Furd in lanzania successful ly plays this role.) 
Grant in IPFAs tax-exe::;F t status for their activities and duty-free 
entry for their imports of equi kvent and material is another such step.
Reducing the restrictions on I jA personnel's entrance to the country 
and travel within the country is a third such step. And, finally, 
individual Afri can govern)en5ts should consider establishing a basic 
agr ee.:,ernt with If,',s that carefully defines the parameters of their 
wr k, the African government's e.,pectat ions of the I PDA, the IKFA's 
expectations of the respective African governi'ent, and an appropriate 
repo.rt;ng structure. 

Business 

7. 	As noted above, man 1 IPDAs are effective in providing technical 
assistance, nanaryent assistance, and credit to encourage thL growth 
of sna1l-scale enterprise in Africa. Such activity should be encouraged
by appropriate local structures. Individual African countries might 
also do well to create intermediary business-oriented structures like 
chambers of cccr-erce to encourage small enterprise, as one way of 
coordinating an. channeling the resources of the iPDAs involved in this 
sector. 

B. The rar; ,of co ,,or,itive possibilities between IPDAs and interniational 
b.in.',se is i;,ressi y,, particularly for IPDAs and businesses from 
the sar:.e country in the riorth. Many IPDAs, for instance, already
beneit from finaicial assistance from multinational co-porations. Such 
grants are a coierient way for multinational corporations to eprcss
their own social responsibility and to support economic aod social 
devel.orent activities within the country. In this way, 1F-As 
particular) ftr'n the U, - offer the corporations a tax deduction from 

"" 8 ­



US 	 taxes as well as a vehicle for the corporation to express its 
corporate citizenship within the host country.
 

9. 	There are many examples of pr' ate firms working with !PDAs in what 
amount to joint ventures. A typical format might be an international 
PDA working with local producers of a cash crop which ultimately is 
processed by the company. Benefiting from financial ossistance from the 
corporation, the IPDA is carrying out an activity true to its own focus
 
on low-incoTe proJucers; end a product is produced which is directly
 
beneficial to the business' production goals. Again an example from
 
Kenya: a local trading fin is trying simultaneously to secure a steady
 
mango supply for export and to serve national concerns to involve 
Kenyan wu, en in enterprises, in this case, assisted by the Kenyan YWCA. 

10. 	Businesses which have assets in local currency or property blocked and 
unable to be repatriated to the home office in the originating
 
industrialized country will find IPDAs capable of accepting these 
resources as a grant to carry out a program serving economic or social 
development in the country, to the credit of the corporation and the 
benefit of the country. (Host governments can encourage such 
trantactiors throuyr fiscal policies as well, as exemplified by the
 
previously mentioned F-PA!D's success in Turkey.) 

11. 	 Businesses can also tae the lead in large-scale partnerships between 
mltiriational corporations, national governments, and IPDAs. For 
e,,aT;le, the Industry Council for DevelopITent (lCD) representing some 
41 mJltiratiorial corporations, has recently initiated an African 
evel :rrt corsortiu - with IPDAs to establish joint coordinating 

services for agro-forestry projects throughout the Sahelian region of 
Africa. T, is a'.i tio. scheme, thou'gh stil unproven, could well serve 
as a model for other maorr collaLrative relationships between the 
three sectors. 

12. 	 !P-:.: ca, al , -. rjhc to ,brei down the frequent local st)spicion of 
multin, o:1 ccrporatiorn ' m.otives and benefits. Such a role implies 
that K , t e el ves sh uold seek opportunities to dialogue with 
busi rs, 1e ,.rs ari r to ir v,: Ive them in IPDA programs as board members 
or ,o, reo! ,Ca volunteers. Maly I PbAs now resist relationships with 
biSirose3 0, t r*; ass r,;) ion that their interests and motivations are 
too divt.rge,nt. 

Africar Private 1,..'2o,'r t__Aqocmes 

13. 	 Trere is no rire natural and needed alliance than that between IPE;-s 
and Africar, F. . The two, groups generally sharc goals and methods and 
na,,e a cc''.". 'r . .s on the less privileged elements in the society. 
A1r tm,. P,. sfhuJd se4. neOwa .,s arid st uctures to take advantage of 
the re.so, ,ces ar(' evporti r, ;;'b;,. They can do much to assist IPL;,s 
to ftCje apopri tely into individual countries. It is no 
coir, Id'r.nce, for eaple, that IFIIbAs are particularly active in 
Zi m,,o, where there are numerous African PDAs to guide them arid 
collcj!,d rate with the', . And, by their insistence on their uwn lead role 
within d,.,lr%'.,, activities in the country, local PDAs can encourage 
IPDAs to ;,lay the.ir appropriate role as catalyst and bridge. 
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CONCLUSION
 

IPDAs are by definition bridges, poised between their home countries, where they
 
generate their resources and have access to influence, and Africa, where they 
promote and support development activities. This positioning has implications for 
their impacts on both environments. The recent outpouring of private 
international aid to victims of famine in Africa reflects the potential role of 
IPDAs as educators of publics outside of Africa, since IPDAs played the lead role 
in England, the US and other countries in alerting the media and then the public 
to the crisis in Africa. As a result, African decisionmakers and IPDAs themselves 
should not focus entirely on the IPDAs as sources of funds or expertise, given 
this potential role as a shaper of public opinion in the affluent North. Indeed, 
impressive as their contributions in direct assistance to Africa may be, history 
may wlII prove that their more lasting contributions are in this 
consciuusness-raising and educational role in the industrialized nations of the 
North. 

$1 billion dollars each year and millions of constituents ... the,e are the 
resources that IPDAs bring to Africa. This impressive st;.Listir and the role o 
IPDAs as a bridge and a partner with African governments, businesses and African 
PDAs - as wll as their own hcne constituencies - bode well for a continuing and 
increasing contribution by international private development agencies to economic 
and soclol develofrint in Africa. 

- 10­



THE ENABLING ENVIRONMENT CONFERENCE
 

Nairobi, Kenya - 21-24 October 1986
 

"AN INDIAN PERSPECTIVE ON
 

SOCIAL RESPONSIBILITIES OF BUSINESS
 

INAN ENABLING ENVIRONMENT"
 

Dr. Nani A. Palkhivala, Director,
 
Tata Sons, India
 

o0 	 1986 by the Aga Khan Foundation, rue Versonnex 7, Geneva
 
Postal address: P.O. Box 435, 1211 Geneva 6, Switzerland
 

o 	 All rights reserveo. No part of this document may be utilised or reproduced
 

in any form or by any means, electronic or mechanical, including
 

photocopying, recording or by information storage or retrieval system,
 

without the prior permission of the Aga Khan Foundation.
 

o 	 The views expressed in this paper are those of the author.
 



A responsible society is a joint venture between the governent and the people 
for achieving development and enhancing the quality of life through humane and 
efficacious means.
 

In this joint venture the -esponsibility of the goverment is to provide the 
enabling environment which necessarily postulates a humane and efficacious
 
policy; and the responsibility of business is to participate in development and
 
enhancement of the quality of life.
 

One uf the few eternal verities of economics is that growth takes place fastest
 
under conditions of economic freedom. West Germany and East Germany, South Korea
 

and North Korea, are classic examples of how two segments of a single people,
 

alike in every respect, reach vastly different levels of development when one 

operttes under conditions of freedom and the other has a state-controlled 
economy. 

Indian socialism
 

India serves as perhaps the most telling example of what lack of economic freedom
 
can do to a country. India is a singularly gifted nation, endowed with
 
intel Iigence and ski Ils, the natural resources and the spirit of enterprise
 
needed to maoe it one of the powerful economies of the world. An Indian can buy
 

frori a Jew, and sell to a Scot, and vet make a profit! But see how different the
 
realitj is frcc the potential.
 

Irniia is the fifteenth poorest nation in the world, the annual per capita income 
r~re ttiar It and during the 36bei ; ri,-: $26J. became d republic in 1950, years of 

self-rule its per capita incue in real terms has risen no more than 58 per cent. 
Hong kcr, has t ice the trade of India. If Hong Kong with 0.7 per cent of India's 
populatiorl an:: less tar, 0.03 per cent of India's land area (withlout even water 
as a natural resource) can be so far ahead of India, it is clear that India 
serves as a warr 1 in the art cf econcric management. 

How does ,ncia manage to rel'.in poor? The credit for that accomplishment goes to 

the pliticiars who, wre wedced to dcrtrinaire socialism and practised it &s the 
national pldicy till 19b14. when P.ahatina Gandhi was asked whether he believed in 
sociaiis:7,, his arso_.r was, "tio.Bit I believe in social justice." 

Socialisr is tV, srcial justice what ritual is to religion and dog:na is to truth.
 

State ow',rsti; a,:: s c~r',,- are the shells of socialism which were really
 
intended to prctect and prionkte the grcNith of the kernel; but rigid shells merely
 

stunt its gro,'h. The faratical devotion to nationalisation as an end in itself
 
and the con'luence of all controls in the hands of the government made Professor
 

J. K. Galbraith observe that in the old days the principal enemies of public 
enterprises w*'fe th,.e w00) disapproved of socialism; while now it is the 
socialists the 7so" vei. 

Fundamenttlis.'. is thle triur:;P: of the letter over the spirit. It spurns the lesson 

taught twi thou:,and years ag;o that the letter killeth but the spirit giveth life. 

Secular funda',ertalism is as dangerous as religious fundamentalisil. Many 

socialist countries of the South today practise economic fundamentalism. The 
governient respects the letter of socialism -- state control and state ownership 
-- while the spirit of social justice is left no chance of coming to life. This 
archaic style of socialisr: has beccxne the currency in which politicians play 
their unending game. They have made socialism the opiate of the people. Where 
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such socialism becomes the national policy, people may continue to dream of a 
higher standard of living but will never manage to underwrite their dream in
 

terms of output. No amourt of slogan-mongering or munificent promises can get 

over the basic law of eroncnics, -- you cannot divide more than you produce. 

State is too much with the people of the South. Socialism heavily subsidises
The 

an inefficient public sector, imposes labyrinthine controls over private
 

enterprise, and politicises the labour market. Corruption is the inevitable
 
decision to the arbitrament of
consequence of a system which leaves every 


bureaucrats. Further, economic freedom is irter-linked with political freedom. If 
a dirty word today, liberty will become a dirty word tomorrow.
profit is 


While it is possible to have economic growth without social justice, it is 

impossible to have social justice without economic growth. Economic growth 

without social justice is inhuman, but social justice without economic growth is
 

impossible. And economic growth is equally impossible unless we combine the 

of true socialism with the dynamism of private initiative which ishumanism 
loosely called 'capitalism'.
 

How many countries of the South have perpetuated poverty by their mindless belief 

in state ownership and state control? They have set up the public sector which 

can boast of a large herd of white elephants; while they have failed to tap the 

boundless reservoir of the peoples' response and initiative, energy and
 
The vital point to remember
endeavour, prosaically termed "the private sector". 

is that the public sector does not necessarily spell public good, and the private
 

sector does not merely spell 	private gain.
 

The new Goverrvent's policy 

A sea of chatyje has tao.en 	 place in the Indian national policy under the ne,, 

Government of Mr. Rajiv Gandhi since the beginning of 1985. Direct taxes have 

been drastically Iovere(J andi the Byzantine controls have been liberalised. 

We have no, mov1ed frcwi econciTI c theology to econonic rationalism. In the words of 

J. 	 M. feynes, "Man will dc,the rational thing, but only after exploring all other 
believes in fruitful egalitarianism in place ofalternatives." Today India 

because many politicianssterile soclialism. How-ver, this is not openly admitted, 
find scxetring indecent about the naked truth. 

Responsibilities of business 

To Candide's optimistic dictum "This is the best of all possible worlds", the 
was "I a afraid so". Even in 1986 India is certainly not thepessimfist's reply 

best of all possiole indi as. Occasionally we have the triumph of hope over 

experience, but thuse are short-lived mrynents of Pollyanna optimism, and even the 

cheer-irinjers are driven to rejoin the ranks of "despairing optimists". 

Among the best business houses in India there is a growing consciousness of the 

social resprsiwlities of business. Gone are the days when it was held to be 

sufficient if a ccrn;,any p~nd reasonable wages to workers, gave quality goods to 

consumers, paid fair divid.rlds to shareholders, and bore its due share of taxes. 

It is increasinrjly realised that business is pre-eminently suited to play a vital 

of a nation because it can supply the four elements, therole in the develop: ent 
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combination of which can lead to development. First, leadership -- the 
incalculably important factor. Secondly, organisation-7-Dr. Schumacher rightly
said that the underdeveloped wor-e-e-Jsthree things -- education, organisation,
discipline. Thirdly, human resources. Human energy and human software are 
indispensable.Four-Frhly, financial resources. 

It is futile to expect everything from the goverment. A perceptive thinker 
observed that there arc two categories of persons -- those who expect the 
political system to produce humanity and care, and those who practice humanity
and care in the faith that it would produce the system.
 

What is required is not merely involvement but total commitment on the part of 
business to national develoUPxerit. The distinction between development and growth
is crucial. In our obsession with the Gross National Product, we have forgotten
Gross National Happiness. Growth is concerned with the former; development with 
the latter. Grcmth is quantitative; development is qualitative. Quantitative

growth counts; but qualitative developnent matters. A standard of living is 
import; but standard of life is vital. 

Gandhi's doctrine of Trusteeship 

The one p.,,'sr, w'& presentco to the bus i ness cCCmini ty the Vision of Vol untari s, 
mst e Io, ly wvas Mh atma Gandhi. He taught the timeless lesson of "Obedierce 

t , . to the deadly sins were thethe Ur;n f ,rc eabe" According him, seven 

foI o inig:
 

"Co Tmerce without ethics; 
Pleasure without conscience; 
Politics without principle; 
Knowiedge. withcut character; 
S it with humanity;ne ut 
Wt- lth without wc, ; 
'r sl p without sacrifice." 

b'ie' w there the 
there I, also) the dtt'!Ctiv ic. o f capitalis:T. Cynici&- corrupts, and ab:: lute 
crr :ci" c", lujy. Th one aiuLer,t wich businessr~en have t, g]c'd 

M ."dGr:'.',Oe that 4.i le is unacceptable face of capitalis,", 

la:. 

aga strs is fdtty degteration of conscience.
 

,e-r .r, ';J t of morie, i'proverishes the mind, shrivels the imacir:t 11 n,
and dei cates the heart. " Ihe g, lden age only comes to men", said G. K. 
Cheste .t, n, "w' o the,' have, if only for a moment, forgotten gold." Mahatma 
Ganci tafS bus ir~eS, or, t yo. ca., be engged i,. conmerce but without having 
a ccv"r,-cra!ii,5' ,, He exho)rted young mrn to cultivate their mind, hut not 
merely wit, d vie. to c ff ring it as a ccv d_,,ity for- sale in the market place.
Busines'-2e, s',i , , ini', t'.ine:.s to ,.' well, but stay there to do goo,. 

It was M&,.tr', (,,idi . I ved the dctrin, of Trusteeship. Your wralth, your
talert, yujr fir. dTi, e'r, ''J , are all held in trust for society at large. As he 
obserYc!, roie the d ctr ine of Trusteeship is accepted, phi Ianthropy would 
di sap..'dr . A n rr, w ', is or ly a tF List ee of a public charitable trust does not get
kudos fur nmer ely di sJh argi nj hi s tru .t aid di s ir sing the funds for pub i c 
be nef it. Dr. Pai, a.van I yer ,utr-, up Md,dma Gar hi's doc t r ine of Trusteeship in 
the fCII cl ing wirds: 
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"A trustee is one who self-consciously assumes responsibility for
 

ood use whatever he possesses, acquires
upholding, prgt-cfng, putting to9 
or earns. For an inviU-Ua-o-e a [rustee in any meainfu! sense imp ic-s 

aware of the
that heis self-governing and morally sensitive. He is acutely 


unmet 
needs of others and, simultaneously, i; capable of controlling and
 
He is deeply committed to


transmuting his 	own appropriating tendencies. 

most generous feelings and altruistic hopes for others,


cultivating his 

all recognised
while consciously and patiently freeing himself from 


become
attitudes and relationships. He tries to
exploitative 

self-regulating, reliable and sacrificial."
 

Corporate_ philant hropy
 

that at a conference held in 
Corporate philanthropy can be such a potent forcc 

Britain in August 1985 it was called the Fifth Estate.
 

one 	of three ways:

The 	social responsibilities of business can be discharged in 


public service,

(a) The very undertaing of the enterprise may involve 


to the community at little or 
 no
 e.g., supplying essential goods 

profit.
 

(b) 	 The manner of running the undertaking may itself result in public 

benefit, e.g., giving employmerlt to the handicapped. 

money.
(c) Eytra p ,ilanthro;,ic activities, involving men, materials or 

The 	quality of life
 

old 	cliches ar, exhausted slogans, the quintessence of an improvement in Shorn o 

the quality of life can be sur,-.,ed up under four headings:
 

(a) F'uL'1 health and nutrition,
ic 

(Wi 	 Fa-i ly plarming, 

(c) Education, and 

(d) 	 Ecology. 

no effective
Year after year India persisted in its cardinal blunder of taking 

steps to male investment in famrily planning, education, public health and 

nutri tion, igr, rj the tru i or that investment in human development is far more 

iriport ant thar, physical investment. 

from the rich countries is no substitute for self-help.

One thing is clear. Aid 

been cured by a massive transfer of
of a nation has never 

rich, can develop another country merely through


The 	under-develoixent 

wealth. No country, however 

for only 13 per cent of the total

finance. In fact, official aid accounts 


uttered a profound truth when heinvestment in developing countries. Dr. Drucker 
are only under-managed
said, "There are no under-developed countries. There 


ones.
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Between two and three people out of four in India have no proper sanitation and
 

no clean drinking water. Thomas Hood's words are still true:
 

"Oh! God! that bread should be so dear, And flesh and blood so cheap!" 

India can never make significant progress so long as the population keeps on
 
increasing at the present rate. Every half an hour, the Indian population 
increases by over 1000.
 

It has been said that development is the best contraceptive. But development 
itself would not be possible if the present increase in number continues.
 

The rich get richer, and the poor get children which helps to keep them poor.
 

More children does not mean more workers but more people without work. The World
 

Bank's latest World Developent Report rightly suggests that population control 
is one of the first imperatives of development, since economic advance is so 
severely diluted by rapid population growth. It is not suggested that human 
beings should be treated like cattle and compulsorily sterilised. But there is no 
alternative to family planning at a human level without introducing an element of 
physical coe, ci on. The choi ce is really between control of population and 
perpetuation of poverty. Anyone familiar with Indian conditions would have no 
doubt theft the hope of our pe: ple would die in their hungry hutments unless 
population control is given the topmost priority. 

Article 45 of ou, Constitution enacts, "The State shall endeavour to provide, 
within a period of ten years from the conqmencement of this Constitution, for free 
and Ccr; isor edLcation for all children until they complete the age of fourteen 
years". Even 36 years after the Constitution came into force, 66 per cent of our
 
people are literally illiterate, making meaningful democracy impossible but
 
making iteasily possible for politicians to have a vested interest in illiteracy
 
and pultl ic icnrurance.
 

Thorras Jefferson, one of the founders of the United States of America, remarked, 
"If a natilr, epects to oe ignorant and free, it expects what never was and never 
will be". When a repit I ic cccies to birth, it is the leaders who producE the 
institutions. Later, it is the institutions which produce the leaders. The
 
ques.tion -- w. cr, are thc leaders of torTiorrow? -- can only be answered by the 
other question -- where are the nation-building institutions which can produce 
the lea.ers of tc:)rro;,? 

Do we have educational institutions which aim at generating excellence, and which
 
are equipped to produce "movers of people, mobilisers of opinion" -- integrated 
personalities whiose minds, hearts and chL,-acter have been developed in the noble
 
traditions of our invaluable heritage? 

I am usiny; the word "education" in its profound sense. Animals can be trained; 

only hutr,ari beings can be educated. Education requires personal participation and 
transforrmat ion. It cannt be giver, to anyone; it must be inwardly appropriated. 

H. G. Wells wi,,ely observed that human history is becoming more arid more a race 
between education and catastrophe. This observation indicates what our people 
without educatior, are heading for. 

More than 27 million acres of tropical forests are disappearing every year, or 
almost an acre a second, according to the latest Report of the UN Food and 
Agriculture Organisation. Wood is becoing scarce, because mer, in their
 
commercial greed haqe been causing the death of forest. In the zoo at Lusaka, 
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where the notice reads, "The world's most dangerous animal".there is a cage 
Inside the cage there is no animal but a mirror where you see yourself. 

The earth itself is a living organism -- an enormous bUing, of whom we are parts. 

It has its own metabolic needs and vital processes which need to be respected and
 

preserved.
 

The least noticed part of the First Brandt Report, which should have met with the 
widest measure of agreement, was the one dealing with ecology and environment. 
The Report asked the question -- "Are we to leave our successors a scorched 
planet of advancing deserts, impoverished landscapes and ailing environment?" 

India, like far too nany other countries of the world, has beenr guilty of 

strident deforestation and shameful damage to ecology. 

In all the aforesaid areas which touch upon human development and the quality of 
life, the business houses can play a leading role. The House of Tatas affords a 
good example of how the social responsibilities of business are being discharged 
in India while ensuring a fair return to the shareholders. 

(a) Afforestation
 

Forest cover w+)ich was 43 per cent of the land mass when British rule ended, 
has been re.,!,ceJ to 11 per cent in India today. 

The Tata Electric Ccv,)anies and The Tata Engineering and Locomotive Co. 
(IE C;J) have ta r or prograr'imes of afforestation. The Hydro-electric 
Co-; arlies ha ve' consid _ratle catchnent areas in their charie which have not 
ory beer protec ted but enr iche d over the years. Wild life flourishes. In the 
la es, are I fishes flown parts offisherites cult ivte and are to different 

the courtry, gen irn:tm,.; ", *rt in other
C: areas. 
TLCO preCe!s to eac vlla'pr in a wide surrounding area, without charge, 

tiv.: fruit 1hs 'r will protect the fruit trees from cattle, -­tr Ire viili 
wl-ict, te, will n:ot do reck!' I for other trees. Wherever forests are created, 
the grLn, wa Cr level groes up; and even at the height of summer the we Is 
s , _ d r. i r i,t- t ' in w,.e, le vel. 

ruf si er,,Cr atin;iI n Yls a nd oyuent 

Tr.e TaT iron ari,' St eel Co. (1ISCO) has the largest social devel oji-ent 
projra".. of unyi privatu cot:4any in India. It runs a city (Jamshed ur) for 
Over h If a mmllior, pe.ple and its five-year rural development programme 
rea c,;e/ 15,CK' pe. ie over 30, sq. ki. Its aim is to develop crop extersion 
and v i ,,m,.,(lie dairy arid poultry) around the city. For example, 
where cdre is a, ii:-,Ie, the traditional handicraft of basket-weaving is 
revive':. The u''; in1 provid25 marketing for the village people. 

(c) Fani ly Flar,r,1r; 

Far ly la~n, i dealt with by mobile vans of TISCO. In 
Africa, tr,," far ly unit provides social security, hence sons are valuaole for 
the old ao-l of parents. If parents are assured of medicare for their 
ch iIdren, fami ly pIar, ning is acceptable to them. So health and family 
planning go hand in hand. 

is t health India, as in 
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(d)Catalysts in the Development Process 

A Trust founded by Tatas started one of the first integrated rural 
acts as a catalyst, helping thedeveloiinent schemes 33 years ago. Today it 


villagers to get loans from the Government for lift-irrigation and other 

prograrnes. Sturting its tiperiment in the early 1950s in a parched area, 
today almost every family in a group of 13 villages has a transistor and a
 

cyc Ie.
 

(e) Road building
 

Tata Chemicals has built up a areat reputation for social service. So the 

State Government reqjested the company to undertake road building in its 

vicinity, -- the Government meeting half the cost of the roads, the company 

bearing th, other L.lf. 

(f)Encouraging talent
 

The Tata Trusts have assisted in training five generations of scientists and 
engineers. They spotted and encouraged a young man who came along -- before 

-- and said that if India could developthe Hiroshima explosion in 1945 

atomic energy it .euld meet its power needs of the f,,ture. The young man was 
Dr. Hor-.iDhabha, and the institution that the Trusts built around him became
 
the cradle of India's impressive atomic energy programme.
 

One does not have to be necessarily a philanthropist to bestow social benefits.
 
Companies in their own self-interest can assist in production of the goods they
 

want, and thereL alleviate the poverty of the people. For example, in India,
 

CadLxurys have pioneered plantations of cocoa; Richardson Hindustan (better known
 

as 'Virks') hive encouraged the growth of menthol on the hills of Northern India.
 
Trere are countless ways in which industry can create wealth. The fallout is
 

bound to benefit society at large.
 

In scveral parts of India the condition OT women has improved greatly by their 

ta, ing inc jstrial jobs to which they are well suited. This way industry helps to 

bring about a quiet social revolution. 

Appropriate technology
 

Dr. Schumacler, the author o 'Snmall is Beautiful', related how one day when he
 

was driving through a countryside in Africa he saw a whole lot of people
 

besieging the walls of a factory. He thougqh there was a minor riot. His host
 

corrected him and ex.plained that there was a textile mill set up by a European
 

company with highly sophisticated equipment that absorbed only 300 workers.
 

Everybody in that nigh-unemployment area was fighting for a jot. This incident
 
set Dr. Schumacher thinking about the benefits of "appropriate technology".
 

stortf by technology appropriate to its stage of development.
India sets great 

Generous fiscal incentives and financial support are gi-en to units in the
 
small-scale and mediunm-scale sectors.
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Divisiveness
 

India became independent on 15th August 1947 and since then we have observed the 
15th of August every year as the Day C Independence. I have suggested that 
hereafter we should celebrate the 15th of August as the Day of Inter-dependence 
-- the dependence of the 22 States upon one another, the dependence of the 
different communities upon one another, the dependence of the different castes 
upon one another.
 

It is amazing how far business can help to eliminate the differences between
 
different regions, comnminities and castes and thus help the cause of national
 
integration.
 

Civilisation is an act of the spirit. The busines. world has a major role to play
 
in disseminating the benefits of civilsation. in the words of Arnold Toynbee,
 
"Our age will be well remembered not for its horrifying crimes nor its
 
astonishing inventions, but because it is the first generation since the dawn nf
 
history in which mankind dared to believe it practical to make the benefits of
 
civilisation available to the whole human race."
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RECawMENDAT IONS
 

The key recommendations in this paper are:
 

1. African Governments should encourage and support the development of the
 

private sector in their countries, and in ways that contribute 
to
 

economic growth, increased self-reliance and wider opportunities for
 

wealth and inccne. They should support the efforts of local
 

entrepreneurs to gain access to adequate financing and work toward the
 

alleviation of 
the debt burdens of their countries.
 

Governments and Business, both locally and internationally
2. African 

6-Wne----,
s
7-l--lrefc-ognTze Te-en--gTitened self-interest of both parties.
 

Government policy should create a supportive environment for the pursuit
 

3. Business, both locally and internationally owned, should recognize 


of business activities. Business should conduct its affairs in a way 

that is socially responsible. 

its 

obligation not only to provide goods and services efficiently and
 

responsibly but to contribute to the wellbeing of society as a whole.
 

4. Busines.s, as it considers the means by which it exercises its
 
resp T1oility, should consider each of the following models:
 

a) the use of technical, management and financial resources to 

facilitate additional businec.s development; 

b) cashi contricut ions for charitable purposes; 

c) non-cash contributions -- gifts of company product, land, facilities 
and equip ent; 

d) corporate assistance activities -- loan of company personnel, use of 

facilities, project leadership, etc.; 

e) cvl hcor~ti~n with other corparies, government and other entities to 
pror:te local w,:llbeing; 

f) jcint vet.,ures with international or indigenous PDAs; 

g) direct investment to meet some local need. 
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INTRODUCTION
 

The relationship between business ci.d society in Africa involves a mutuality of 
interest. A strong private seLtor can contribute to economic growth, increased 
self-reliance and wider opportunities for the accumulation of wealth and income. 
Decisions made in the public sector ce.; contribute to the growth of an indigenous
private sector, attract foreign capital and create ne. jobs or they can stifle or 
discourage private investmer.Ls altogether. 

This paper examines The social imf.,ct of business in Africa in five major areas 
of 	activity:
 

1) 	the pursuit of daily bus'nes-. affairs -- developing desired goods and 
services, providing jobs and training, investing in technology, using
 
local suppliers and paying taxes; 

2) 	conducting business arfairs in a way that is socially responsible -­
ensuring fair e;m(Io)yent practices, job safety, reliaoility and :afety
oi product, environmental protection and the conservation of natural
 
resources; 

3) 	corporate@ phi la,,thro;) -- support of social development thrugh cash 
giving that is dedictible as a charitable contribution; 

4) 	 non-cash gi vi n; - - gifts of company product, land, facilities and 
ecui ,:,,.int thlt 1,-2j b lt:Cucted as a charitable contribution; and 

5) 	cocpcra e iussstarie a&tiYvl ies -- loar, of cor,pany personnel, use of 
facilitiu2s or survices, loars or investments at below-market yield and 
dorations of cash or productr not deducted as a charitable contribit ion. 

2­
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WHY CORPORATE PUBLIC INVOLVEMENT
 

A 	few years ago, the press in the United States and Europe gave considerable 
attention to the development of codes of ethics, corporate responsibility 
programs and other forms of public involvement by large transnational 
corporations. Both small and large business institutions sought to define 
principles, describe practices and develop programs to promote the wellbeing of 
society. But the notion of a mutual benefit for the company and the coimiTunity is 
not exclusively Amnerican or Europen. Many countries in other parts of the world
 
are now keenly interested in the social role of business.
 

Business and goverrunent leaders in Japan, for example, want to know why business 
leaders in the West are not satisfied with simply producing a product or 
providing a service that pleases custcmers; providing jobs that please employees; 
and providing profits that please shareholders? Why, in other words, are they 
using a portion of their profits to support and sustain communities? 

At 	 least three answers are provided: 

I. 	 The idea of civic duty. Some businessmen argue that the business 
Tr Mtt-ion is-a-Cirporate citizen with the rights and responsibilities 
of citizenship. Scbme even argue that the corporate charter ma es the 
business institution a trustee of the public good. It is not simply an 
ecorixlc institutior en,;:,jed in the business of making a profit, but a 
social institution which also impacts on people and their connjrities. 
Corporate ph la rpy, loaned executives and leadership of local 
charity drives reflect a larger coirr itrnent to being a good corporate 
cit izen.
 

2. 	 The idea that cc.i; ,lite n,).tlic involvement can provide a coipetitive 
-e:~j.P-u Th acVs-vr- -iI-F;o-UTl-ity are sometimes aligned in such 
a Sy as U. enhxa, e the com;any's image or premiete the company's pro~duct 
and g,::s. Nh' called "cause-related" marketing in the United States, 
this und.rstan ing of social responsibility has long historical roots. 

3. 	 The idea nf el Q ! ,-d self-interest. Some businessmen argup that 
c(rJfJF tL-rceneis--part-oTTTT cost of doing business. The 
corporation, li ( individuals, benefits from quality educational, 
health, w;.lfare, and cultural activities. And, like individuals, it is 
assured also to have responsibi lities to support and develop such 
activities. The idea of enlightened self-interest acknowledges that a) 
corpor ate exi sterce is dependent upon the consent of the various 
individuals and groups whose lives it affects; b) a corporation is a 
social organization organized to produce goods and services in a 
co".p,,; itive envirorrint which gets the right to do that from the consent 
of these irdividuals and groups; c) those who have a stake in the 
business corporation will mae claims on it; and d) the long-tern, 
self-interest of even the shareholder depends on a corporation's ability 
to satisfy the claims of other "stakehDlders" -- employees, customers, 
suppliers, creditors, ccvimunities arid governments. 

Each of thes, rationales for corporate public involvement -- the idea of civic 
duty, the use of various forms of corporate contributions to support. marketing 
objectives and the ide ', enlightend self-interest -- reflects to some degree 
the notion of corporate citizenship. Bu:iness corporations have long considered 
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the responsibility to shareholders a primary obligation. But it is increasingly
 
recognized that there are parallel (sometimes competing) responsibilities to a
 
wide variety of other groups with a stake in a company's operations.
 

MODELS OF CORPORATE RESPONSIBILITY
 

It is useful to look at some examples of how businesses in Africa are responding
 
to the needs of these stakeholder groups, helping to solve community problems and
 
contributing to social development. 

1. The Indigenous Business and Social Development Model
 

The idea of a free-market approach to African development is nUw widely promoted. 
Whie those who know Africa best regard enterprise development as an important 
strategy, they are quick to point to the need for other approaches as well. They
 
worry about the continent's $175 billion debt, one-crop economies at the mercy of 
pricing decisions made in New York and London, an the projection that Africa's 
population of 43? million will triple by the year 2025. 

Yet, while African entrepreneurs are severely restricted by the lack of access to 
international financing and the critical debt burden of their countries, the 
potential of enterprise development should not be minimized. The work of groups
 
like the Ghana Business and Professional Women's Association (GBPWA) is
 
especially worth noting. This organization provides guarantees for bank loans for
 
women in agriculture and small-scale industries as well as marketing assistance.
 
The GBP'A also provides technical advice and introduces appropriate technology to
 
women's groups in the fish-smoking business and dry-season vegetable farming.
 

The Zonta Club, another association of Ghanaian women entrepreneurs, is involved
 
in projects to ensure a better living standard in rural areas. The Club works 
with village ccAmittees in self-el, projects by providing financial and material 
(roofing sheets, cement, timber, etL.) support. 

Local entrepreneurs are not only suoporting the development of additional 
enterprises, but many are reaching out to help improve the quality of life in 
cheir commjnities. In Nigeria, local businessmen are contributing cash and 
materials through their local Rotary Clubs to build day-care centers and youth 
sport facilities as well as to provide refuse bins. A wealthy businessman has set 
up a successful center for the handicapned and is seeking local and international
 
cooperation. A commercial bank, The United Bank for Africa Ltd., sponsored a team
 
of officials frc n the Pan-Africa Relief Foundation to assess the drought

situation and the relief needs of Ethiopia.
 

The entrepreneurial spirit is not only alive and well in many African nations,
 
but local entrepreneurs are doing their part to promote the general welfare.
 
However, large-scale private sector development will require increased support

from the international community and wiser allocation of development resources
 
locally. African businesses need equiiy participation rather than debt. Local
 
governments and entrepreneurs need to spend more development funds on agriculture

than on glamourous projects that only add to the debt burden. With population
increasing faster than food resources, more attention will need to be focused on 
farming. The bottom line is that while there is much that indigenous African 
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business can do to contribute to national and local development, the private
 
sector remains very much at the mercy of factors it cannot control. The need for
 

greater stability in world commodity markets is only one, but an important, 
example.
 

2. The Host Country Private Foundation Model
 

The idea of formally setting aside some percentage of profits to be used for 
charitable purposes in the home country has long been a practice of
 
multinationals. What is new is the creation of foundations in the host country.
 

The Coca Cola Company has recently created two independent foundations to support
 

education, housing and business development for black South Africans. The two 
foundations, the Equal Opportunity Education Fund and the Equal Opportunity
 
Development Fund, will be administered by a Board of Trustees composed
 
predominantly of black South Africans. Members of this board include Bishop
 

Desmond Tutu, Arthur Chaskalson (Director of the Legal Resources Centre), Gert
 
Johnannes Gerwel (Professor at the University of Zululand). The company's initial 
commitment to the foundations is $10 million.
 

The critical feature of this approach to combatting apartheid and supporting 
black development in South Africa is the entrustment of all spending decisions to
 
black and colored South Africans. These trustees wEre selected from a number of 
different constituencies thirough consultation with a cross-section of South 
African religious, political and business leaders. 

This approach compares in style to the arrangements established by some Japanese 
firms, including Hitachi and Panasonic, in the United States, with grantmaking 
managedl by kerican trustees. 

3. The Howe Country Grantmakin Model 

Some business corporations based i, one country make grants to support 
develop-eot. in otrer countries. 

In 1978, ITT provided a three-year grant of $600,000 to the Institute of Cultural 
Affairs (ICA), a Chicago-based nonprofit organization, to help fund human 
developiert projects in the rt,-al areas of Nigeria and Korea. In addition to 
granting funds, ITT personnel , )'unteered to assist villagers in their economic 
and social reconstruction pruy .:-,s. 

The results of the Ijede project in Nigeria alone included the following 

accomplishments by 19L?: 

" 	Four industrie. w re crealvu, including a sewing factory employing 25 

tailors, a poultry industry with 800 hens, a motorized fishing fleet, and 
a 	 ccsilnun ty farm; 

* 	Seventeen community bui ldings were constructed and 123 private 
reside.nces. the road wa- paved and 30 mercury vapor lights were 
installed; 

* 	Over the three-year period, 533 people %ere involved in 26 training 

programs, including preventive health care training for 19 health care 
workers.
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Another example of home-country grantmaking is the $60,800 grant made by the 
General Electric Foundation to sponsor an innovative project to coordinate 
private, public and non-profit aid to Mali. This initiative is a pilot project 
which will test the ability of several private voluntary agencies to work 
together to aid one country. 

The GE Foundation grant covers the cost of the detailed planning to outline the
 
rollaborative strategy of the participating agencies. Funds for the initial
 
planni,,g were provided by PACT (Private Agencies Collaborating Together), a New
 
York City-based consortium of orgarizations engaged in relief and development
 
efforts around the world. The project will be administered by PACT with the field 
work funded by USAID.
 

The prcject represents an experimental approach to development aid. It is based 
on t:ie premise that all developinent needs are inter-related. Shared resources and
 
coordinated planning g agencies should lessen administrative
a uT, development 

costs while increasing the impact of each agency's efforts. 

While most grantmaking activities involve cash contributions going from the home 
country to the host country, soie companies are using blocked currencies in host 
countries to meet their charitaole commitments. 

4. The Industry Collaboration Model
 

One of the best examples of support for African development is the work of the 
Industry Council for Developient (lCD) in the Sahel and Somalia. The ICD is a 
non-profit, nor-commercial membership corporation which makes expertise from 
industry availatle on a non-commercial basis, to assist the priority economic 
develo rjrt efforts of developing agencies. Members include 41 companies from 15 
countries.
 

Over the past year, the Industry Council for Development inaugurated a 
collaborative prcject intclving me:TUber corporations, interested private voluntary 
organizations, interrational aid agencies, governments and regional organizations 
to assist a pricrity deveoloment sector in Sub-Saharan Africa. Agroforestry in 
the SaPeI rej;ion was chosen as the focal point, taking advantage of the 
cor;,lemen.ary s ills arid experiences of the partners. 

The concep)t was strongly ndorsed by UNDP, the World Bank, the UN Office for 
Emergency Operations 'ri Africa, UI,iCEF, USAID and the EEC. The choice of 
agrcforesry in the Sahel as a priority focal point represents the consensus of a 
working grujp of representatives, including foresters, PVOs, the W'orld Resources 
Institute and ICD meiniers. 

Ine ICD will tae the lead in establshing a service center to support 
agroforestry devel ouvent efforts in the SaeIel, initially on a pilot basis. The 
project wi 11 be orgr,ized around a central information management mechanism. If 
the pilot devir,strates that significant value is added to PVO efforts in 
agroforestry through such a support center, establishment of a broader project 
will be consia,,red. 

A second example of industry collaboration is a joint venture in The Gambia and 
Sierra Leone betw-er Africare and the Pharmaceutical Manufacturers Association in 
the United States. 
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and thirteen member conipanies of the Pharmaceutical
Africare, an American PVO, 

Manufacturers Association of the United States collaborated successfully in a
 

twenty-one month venture in The Gambia beginning in 1982 to help improve the
 

management and distribution of basic pharmaceuticals to allow their broader
 

availability in rural areas. This project grew out of a meeting in 1981 when
 

several member companies of the PMA concluded that it would be in the industry's
 

best interest to improve in-country infrastructures in the developing world, a
 

perennial block to drug distribution. To do this involved identifying structural
 

weaknesses within existing LDC distribution systems, a task beyond the resources
 

and capabilities of the pharmaceutical companies who were not development
 

specialists. The PMA thus decided to collaborate vith a private voluntary
 

organization with developrent experience in Africa, choosing Africare.
 

Africare provided specialist assistance to the Medical and Health Department of 

the Goverru-ient of Gamia to help strengthen systems ard practices for 

record-keeping, inventory control, arid the distribution of pharmaceuticals. 
Africare also sup;;l ied the specialized equipmoent for the new system. Furthermore, 
a one-tinir grant frcx. Africart of $50,000 for basic pharmaceuticals allowed the 
governT'ient to use thdt equivdlent for- one-time costs such as training to imrcrove 
the s)st t:. Thr ph rii participants $200,000 in cast ard,icet ical contributed 


ri-kind supporL.
 

A key feat e of the project was its placement from the beginning under the 
an,, rztrage-' nt of the Medical and Health Department. Evaluation has 

shoir. the ien to wor well the high cost of petrol and a, syste!' be ing despite 
shortage uJ tr ainc! personnel. This project derrmonstrates what can be accorTl i shed 
wen a - wuris together with the private sector and a:1e.ted nio nal go,,erre:ert 

volurtary or- zjtmon. The success of the Gambian project has stirn.lated a 

repliccatiri project in Sierra Leone involving the World Ban' , U ,:C[F, and 

fourtee' .- coripanies the PfA. The former Chief Storekeeper of the .,-D in',..'-i, of 
The Go": i, r , retir.J , has bee; ergaed as a resource person. 

5. The Non -Cash Contribution Model
 

Or,- of ti:e i;, rtant opp;crtunities fror contributions to African developert is in 
tie u:e, of c r'; ate resourccs in, ways that do riot involve direct cat', 
ccortrv i '.c..t rL!,include the contribution of equi p,ent, know-ho, , services 

or sp, , talents or it may involve training, the development or improve7ert c' 

local infrastructure r ether significant contributions that do not includc the
 
direct e,:' § . of c, 

Urion Carbido,, as an expression of its corTmitment to improving the quality of
 
life for Zi- ia!wean s, built and equipped a technical college in t,,e rur,icipal ity 

of Que oe. The college, opened in 1981, is det-gneJ to train 240 studerts per 

year in electrical ar mechanrical engineeri ig skil ls. It was intended to 
' 
al leviate a c r',ir short ,;. of traine-! technical personnel in the country and to 

,
discourag- o,t-riga'lon. ine cost wa. 54.5 millieq. 

In addition, the ccr;,ai has built and equipped nine other schools in Zimbabwe 
and conducts a(.l t literaicy education for 400 students at various locations.
 

One of the largrst m itinationals operating in Zimbabwe, Union Carbide emp;loys
 
4,5r? people. The copany is corritted to the welfare of these employees in many 

w:y , offering pen,i)ns and benefit programs for secure retirement, life and 

accidfit insurdrce, medical aid, and subsidized housing. 
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In the high plateau country of Thika, 
a city 27 miles northeast of Nairobi,
Kenya, Del Monte Corporation built one of the world's most 
modern food processing
plants, surrounded by a plantation of 9,500 acres, four years after arquiring a
major interest in Kenya Canners. 
The company has been diligent in providing
employee and community assistance. 
It has built housiny in eight separate
villages for 12,000 people, 
a nursery, primary 
schools, and a top-quality
secondary school well-known throughout Kenya. Del Monte has 
also been active in
adult education programs and has established a three-year apprentice program in
 
the company's autcnotive shop.
 

Del 
Monte has been rewarded with high em)loyee loyalty, experiencing a turnover
rate of only 31-5, annually. The Del Monte 
operation provides employment for
6.500 Kenyans; an additional 
5,000 jobs have been created in various supporting

industries.
 

6. The Joint Venturinqwith PVO Model
 

We have already seen how 
private voluntary organizations 
like PACT and Africare
are working with industry councils, but some 
PVOs also work with single

companies.
 

In 19,;4*3,
Literian-k:erican 
Mining Company (LAMCO) began construction of an
iron-ore mrining venture near the town of Yekepa in Liberia. Under a contract withthe Liberian goverrITent, which expires in 2022, LAMCO is to mine iron ore for
export only witt, revenues accruing to its 
owners in Liberia (50 ), Sweden, Canada 
and the Unite' States. 

When L,!.L began construction of 
its mining operation, Yekepa was a traditional
rural 
toi,. Hence, froi: the beginning, the company provided fully for social and
infrastructufr-fl 
needs, includinJ 
housing for its employees and a railroad to the
port. in l93, mining ope_rations began. By 
1969, acting on its own initiative,
LA.'K begri to organize subsidiary enterprises, including a supermarket, ahi i nrg cor',t r cticr, fir:,, a transportation company, a lumber company, afurniture repair Sfi;., and a rr.vie theater-restaurant-hotel conplex. 

It soon ,r::.-, apparent, howe ver, that there was a lack of local skilled manpowerto mnnage trnese enterprises. Furthermore, with many inhabitants attracted to workin the rines, the area wo s no longer producing adequate food. Thus, in 1973,LAM':G sought the services of a private devel opment agency to assumerespoir, .i:,,Iity for the coq)pany's econcc.ic and social development programs.Part ersip f' r Productivity (FP) identified and in July 1974 the PPwas 

Founda' 1o,,'iberi a was set up with the goal of hel ping the inhabi tants of Yekepatown and its surrounding vil lages to become self--supporting by the year 2022.
 

rhe Yeke; project iIlustrates the need for early social development planning: PP
is still 
strugyl inj to overcccme problems creoted by 
its late entry into the area.
lhe first years of Pi activity have indicated the following:
 

" the need! to consider developmnent as a slow and long-term process;
 
" the benefits of including an intermediary development organization 
from
 
the earliest stages of 
planning a multinational project;
 

" the desirability of giving the intermediary organization 
 full
 
resporsibi ity for development 
 activities in cooperation with the
multinational, the local people, and the host government;
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" 	 the importance of flexibility on the part of the intermediary in 

responding to local initiatives; 

* 	the need of the intermediary organization to act as an ongoing catalyst 

between the local people, the multinational and the government. 

While an intermediary development organization cannot prevent problems from
 
developing, it can create a center for constructive cooperative action.
 

7. The Business Investment to Solve a Local Problem Model
 

Occasioially, a foreign company makes a business-related decision to participate
 
in a profit-making way in solving local probl2rts.
 

One example is the involvement of Monsanto in the development of an energy-saving
 
peasant farming syston in Kenya. The Kenyan farmer uses an area of his land for
 
grazing livestock and the remainder is planted for food crops. Every few years
 
the grazing area is rotated to cropping areas. The natural perennial grass
 
becomes an aggressive weed pest.
 

To combat this, Monsanto has introduced a conservation tillage syster, using an 
envirornientally safe, easy-to-use weed killer. The system has taken years to 
develop, including training, demonstrations, and preparation of support 
materials. The objectives are long-term; the profits lie in the future. But 
Monsanto's ap;roach represents real participation in a developing country's basic 
problems. 

These models reflect the wide variety of socially responsible corporate 
activities underway in Africa. Some are traditional with business, such as 
providing ho)using, social services and education for their employees. In some 
cases a cor;,an, coitributes funds to a development agency. In more innovative 
appr33,,'.s, private erterprises collaborate with others in their industry and 
with doeloo ritac rici es. 

.ls between 
?roups, co"'-pat or, aril hust governr'ierts denmonstrate the enormous potential that 
ie in pro ir, 6 variety of resources. 

N. rrKt are VX C; b tie recent collaborative ventures non-profit 

SOCIAL IMPACT OF CORPORATE RESPONSIBILITY STATEMENTS AND CODES
 

Given the many way. in which businesses contribute directly to social developrient 
in Africd, it is easy to overlook the social impact of enlightened business 
decisions in the straightforward pursuit of daily business affairs. Some 
companies have adopted codes of conduct to guide employees in all aspects of 
their business activities. The official code of the Caterpillar Tractor Company, 
fur examole, cori'lts its em;ployees to busine conduct "at a level well above the 
minimum rerjuirel by law." It begins with d statement of ownership and investment 
and end,, with a c cWIT tient to help improve the quality of life wherever the 
cor,,any doer- bu°,ine',,. According to Caterpillar, "the principle of mutual benefit 
to the investor anti the country should prevail in the case of business investment 
in any country .. . investments must be compatible with social and economic 

priorities of host countries, and with local customs, tradition and sovereignty."
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The Code of Ethics of Cummins Engine Company, similar in many ways to the
 
Caterpillar code, sets standards for product quality, competitive conduct,
 
relationship with employees, pricing, corporate facilities, relationship to local
 
tvernments and the observance of laws. Most
local such codes confirm the notion
 
o. enlightened self-interest, acknowledging the direct benefit of operating in
 
accordance with standards of responsibility.
 

But African nations seeking to foster an appropriate relationship between the 
public and private sectors of their econny must also contributc to the creation 
of an environment conducive to responsible business practices. Governments have a 
right to set minimum rules of the game and investors have a right to demand that 
these be clearly spelled out. Even businesses with strong corporate ideals 
dislike being put at a competitive disadvantage for being more responsible than 
local custcms or laws demand. So, while it is important for governments to 
provide a supportive regulatory climate, tax and other investment incentives that
 
can lead to increased business activity, they should also provide an enabling
envirornent that encourages busi ness corporations to be responsible corporate 
citizens as well. 

Key eleMeFits of coporate responsibility that have been found to be of special 
interest to somme African ministers and heads of state include the following:
 

1. A structure which permits some local control 

Joint ventures which establish a partnership between the host country
and the foreign investor ensure joint accountability as well as a 

uLtuality of interest. Some host countries opt for majority control 
while others integrate local private capital with the resources of the 
foreign investor in other arrangements. In some instances, a license 
agree:-,ent were the host coun ry pays a fee for the use of foreign
techn lfogy may prove to be the nst useful arrarnement. In other cases, 
the parent company may insist on full ownership in order to ensure 
produ .t unifo-mity and protect patents and traceiiarks. The host country 
sh).JL! negj tiate w'atever investment arrangements and corporate forms 
best s , t its developrit objectives. 

2. 'r. , i ,l f or re,,e'oe at ntieo,of 

Ire initial agrec 't.nt eserves eaco party best if it provides for a 
review. at the,- request cf either side, at sufficient intervals of all 
cIau es o thte contract. 

3. An i,;p r t mrission 

Where practical, de pending on the form of economic activity, an 
a EE:;,er t which requires a certain level of exports may contribute 
vital foreiqr excharije. 

4. A plart locution which enhances local objectives 

ITe decision on where to locate a plant should not be either arbitrary 
or casual. Whi le there are manly factors involved, some countries have 
succecsfully use.d pl an t location to facilitate demographic or 
el, I OY ,ent otjec t I ves. 
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5. Technology transfer
 

Technology may take many forms. It may be embodied in physical assets 
such as machinery, services provided by skilled manpower or information 
of a technical nature. Regardless of its form, it is usually expensive 
and often oi , of the reach of host countries. Yet in order to retain 
quality and maintain a competitive posture, a local affiliate needs not 
only the transfer of the original technology, but acce(s to the 
continuing refinement of that technology. 

6. Trainin requirements 

A major contribution of the foreign investor can be in the introduction 
of management skills, providing there is a regular program for training 
and upgrading members of the local labor force. It is entirely in order
 
for the host country to write requirements of this sort into the 
initial contract. 

7. Pricin9 anj r of earningsd oStr,_t 

It is often argued that transfer pricing techniques are used in order 
for a firm to show,, lower profits in countries with relatively higher 
rates of ta,-tion. This practice is difficult for host countries to 
control. To elir.irnate suspicion and to placc the working agree!rent on 
sound fcrtin,, it mray be useful to agree upon standards of disclosure 
at the, ot et. Sore comp'anry codes specifically require that pricing be 
base, (,, ethicail bu iness principles consistently applied throu;,h:ut 
the enterprise. 

8. Disclosure 

Mj:h of the criticism of transnational corporations and of governments 
W ich cooperate with them stems from the fact that the public is often 
ill-irforrej abcut the activities of foreign investors. Public 
disclosure ' uld bejin with the attempts to communicate the mjtual 
benefit to toe hst country and the foreign investor. 

9. Er :,lc-"r. t "ractices 

A host grverrrvent should ensure fair treatment of its citizens by 
sp-cifically re21-Jiring the foreign investor to select and place
 
el;o.ees on the basis of their qualifications for the work to be 
performed -- without discrimination in terms of race, religion,
 
national origin, color or sex. The corporation, in turn, should adhere 
to universal standards of equity, going farther than the minimum 
req..; ir emont s of q,,ver nent when those requirements are either 
discririnanry cr unfiessar1ly low. 

10. Ethical practice" 

Both local ccrclnie, and foreign investors should resent losing a deal 
because a corn;,.t itor pays off an official. It is incumbent on 
gov; rrvnients to f orce bus iness firms to compete solely on the basis of 
qua lity, price and service. 
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The sum,of the matter is this: there is a growinq commitment to supporting strong 
and equitable growth in African nations. But public sector resources are severely 
limited. This means that African nations must find new ways to creatively t se the 
resources of the private sector. The first step is an enabling envirGr,r,,e,,t which 
fosters mutual benefit for the business firm and the society in which it 
operates. 
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INTRODUCTION
 

...Africa remains a continent of great.. .potential, almost all of which has
 
so far been untapped. African States are now most anxious that these
 
potentials be realized so that their continent should not continue to be
 
the weakest link in the network of world economic interdependtnce.
 

Organization of African Unity, Africa's Submission to the Special
 
Session of the United Nations Gen--lAsseThlT y o1n-7-F-fTca's Economilc
 
- -T- -TF'la--9, T-2-79,p. 13.
 

More than two decades ago, newly-independent African nations embarked on programs 
of modernization intended to accelerate social and economic development. Many of
 
these goverriTlents turned away from private enterprise, centralizing development
 
efforts in the state. However, expectations of rapid success have long since
 
faded and a ne, generation of African leaders has, especially in recent years,
 
intensively examined the root causes of and possible solutions for prevailing
 
eccnoric aid social problems.
 

African leaders recognize that
 

necessary conditions for growth are the improvement of the management of
 
the national economies [of Africa], deep reforms in the functioning of the
 
put,lic sector, as wel as provision of sufficient incentives to private
 
initiatives. 

Afri can [ieveloprTent Bank and Econcnic Conmmi ssion on Africa, Economic 
Peprt on Africa, 1954. 

In their Sission to the May 1946 Special Session of the United Nations General 
Assembly -on 7AFrc-'s [conoMic and Social Crisis, the Councils of Ministers of 
both the Organization of African Unity and the Economic Commi ssion for Africa 
acknowledged that the twin cha1 lenges of development and survival, in terms of 
education, health, eyllopent and other basic needs, cannot be met by state 
.nitiatives alone. Th e Su.)mi ssion outlines bold strategies calling for 
restructuring of key govern nKt poIcies. Among the strategies governments are 
exarining is the creation of environments that will enable the private sector to 
participate actively in the develoiT:ent process through well-defined and 
supportive national policies. At the same time, businesses and private 
developrent agencies are considering their own future roles. 

This sp iri t of receptivity to new approaches presents an opportunity to help 
foster in St:-Saharan Africa a dialogue between governments and the private 
sector. The Enabling Enviroinent Conference is intended to facilitate that 
dialogue by sugasting p,,sible ways to promote effective private sector 
initiatives for African econonic and social development. 

The Enabling Environment Conference, in focusing on the evolving relationship 
between African gverrrints and the private sector, does not advocate any one 
econcric theory or develo;zrent oure. it is, instead, an attempt to present new 
persctive, on issues yet unrennived. Its premise is the realization that, while 
public enterprise', will cnt nur to play an important role in Afri ca' s 
developmiint, there is increa,ing scope for private initiatives. 
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The Conference's starting point is the recognition that the private sector
 
includes both private, for-profit businesses and private, mainly non-profit,
 
Voluntary agencies that we call Private Development Agencies or PDAs. To many
 
people, the term "private sector" means business. While business is key to
 
Africa's future economic growth, PDAs are also an important, often unrecoqnized
 
and undervalued, private force for development. Thus, the private sector's
 
contributions in the spheres of health, education and other social services
 
should not be overlooked by focusing solely on its potential contributions in the
 
economic spheres of manufacturing, mining and trade. Productive capacity and 
ent;.±preneurship are heavily dependent on health, education and other social 
services. 

In this context, The Enabling Environment Conference is about fostering mutual
 
responsibilities and trust among governments, businesses and PDAs. An enabling
 
enviroryent is based on policies that encourage the productive release of
 
energies of many African people, whose initiatives previously may have been
 
discouraged. As His highnes,, The Aga Khan stated in Nairobi in 19"32:
 

Both the developi;ent of the econ~lly and the success of social institutions 
dep'.nid on the creation of the right environMent for progress, an 
envirori.ent which enables both businesses and people to realize their full 
potent i al 

He also notei,
 

lie CreLti ,r and e, tension to all areas of the nation's life of this 
enai ling en'irjn:ment is tie single mOSt important factor in Third world 
devel~r~ent ... If given the right enrviromTvint, private enterprise can do a 
great deal mt re than simply invest, it can introduce competition and 
st i:.' late gry-.,th ... Private enterprise can dcvelop the managerial s ills 
and orqari i zat iona stru tures neces_.ar y for effective economic growth. 

The ultv:. at qt.,,tiri r tLr, Lonfer, ice, then, is: 

How can environent, be created that will supplement important government

initiatives and public enterprises by permitting the extensive material 
resources, energies, imagination and creativity of the private sector -­
both people and private institutions -- to participate fully in the 
development process? 

More specifi qa.!t5,11 ', a ressed by Conference partici ants are: 

1. 	 How can each of the Conference's three main sectors -- government, 
busioess and PDAs -- do more to foster environments that will permit 
private initiatives which contribute to economic and nocial development?
 

2. As g,)vernments often have legitimate reasons for mistrusting private 
initiatives, bow can the private sector (both businesses and PDAs)
 
better articulate contributions they can make to develoinent?
 

3. Where one sector requires special initiatives of other sectors, how can
 
they, singly or together, produce the enabling environment in which 
desired contributions might be successfully implemented? 

4. Acknowledginq that there are many private economic and social 
develouw'ent initiatives in Sub-Saharan African countr"es with 
less-than enabling enviroinents, how might the environment supporting 
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such initiatives be -strengthened? How. might successful cases be
 
replicated and failures minimized?
 

Conference discussions, while not expected to produce consensus, should lead to
 

recommended action steps. The Conference organizers hope that, following the 
Conference, participants will introduce representatives of governments, 

businesses arid PDAs in their hoime countries to Conference ideas, and work to 
implement appropriate reforms. 

To provide participants with a framcework for debate, the Conference organizers 
Whencommissioned a series of papers (see Appendix A, "Conference Papers"). 

reading these papers, participants should keep in mind that: 

1. 	 Conference papers are not intended to provide definitive answers, but 
instead to provoke constructive thinking and starting points for debate. 
Emphasis is on practical and longer-term solutions. 

2. 	 Mdry past theories of development have not worked in practice as 
predicted. Today's prescriptions will benefit from critical examination 
and constructive debate. 

3. 	 Conference pa~v:-rs are divided into three broad topic areas: (1) The 
Relationship of Goverrunents and Business, (2) The Relationship of
 

Governments and Private Development Agencies, and (3) Social
 
Responsibility -- Building Bridges among Governments, Business and PDAs.
 
Many of the concerns overlap. The viewpoints of international aid 
ag.ncies are also featured prominently. While increased official 
develop'ent absistaice is a hey to Africa's future development (see 
e.g., World Ban Paier), it is not a special focus of this Conference as 
it is under discussion in nan other fora. 

TIis ,erv i.. Paper atterlts to synthesize discussions in Conference papers; it 
is not as a su:.titute for careful reading of each Conference paper. In 
additicr, th is par often generaIizes about "Sub-Saharan Africa". Clearly, 
Africa is nt a homTo:ero us continent and has diverse physical and human 
re ou, ., ip 'r;' ;,',., ecolvqy arwl tralitions. For greater specificity concerning 
diffor- n'esin c itries ard reaions, readers should refer to Conference papers. 
.4 alwition to ,Cnference pap;'ers, this overview reflects some recent important 
evonl.s a,'2 a vwilth of recent analysis concerning African development prospects 
(see Ap;..rc , B). 

I. TH[ RELATIONSHIP OF AFRICAN GOVERNMENTS AND BUSINESS 

Africa is far irw d crisis in output. Business has not contributed all it might to 
Africa's develo;ri.rt. Whrt has corntraineo Africa's growth and the business 
initiatives that might increase that growth? lhe co plex answers to this question 
are fram:ed by hi ot ori( ii haii qround ard many current external and internal 
constrairt s o, b ',iness ictiv lyit .. 

A. 	An Historical Perspective
 

Since independ'rcce, the central role of government in prcxnoting developnent in 
many Sub-Salaran African courtries has been grounded in historical realities, as 

well as in eccnomic and political theories. Many Africans viewed private 
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business, particularly expatriate or foreign investment, with suspicion. The
 
decision of many African nations to turn from private enterprise stemmed in part
 
from wariness of foreign exploitation. This decision was reinforced by ideologies
 
believed correct at the time, by economic theories then popular in the
 
international aid comrunity, and by the political will to demonstrate African
 
capabilities (see, e.g., Frimpong-Ansah discussion of Ghana, Tanzania and
 
Nigeria).
 

As the post colonial era began, most Africans were outside the modern economy. In 
fact, in 1960, there wre probably no more than 10 million African wage earners 
(see, The World Bank, Accelerated Development in Sub-Saharan Africa, 1981). 
African-owned arid operated enterplyes with care th-aTl-Wei~iployees were rare, 
even in the reldtively advanced economies of Kenya and Zimbabwe (Ibid., citing 
Shankar N. Achara, "Perspectives and Problems of Development in Low Income 
Sub-Saharan Africa", in World Bank Staff Working Paper No. 300, 1978). Nationals 
of non-African origin (so-called 'indigenous minorities") ran small-scale 
businesses, often trading firms. Africans engaged mostly in household trade and 
small-scale agriculture. 

At inJL',;urd.nce, many nL African nations required that many non-African private 
enterprises be dbsorbed by state structures. Some businesses were nationalized. 
As Mungtn:la an:d Wangwe state, "The achievement of political independence is 
deemed not con: lete unless the economy is in the hands of indigenous people". 

International business interest in Africa gradually diminished. In recent years, 
a world ide recession, Africa's debt problems, and political uncertainties 
contributed tu the continued decline in international business activities in 
Africa, particularly in the manufacturing and banking scctors. 

During this period, inest-sized and small businesses -- operated either by 
Africans or natiuniaIs of nor-African o:igin -- hung on as best they could, 
squeeze by chrnic shortages, price rnnrrols, currency restrictions 6r0. 
govern7-ent att ituds rarni r-g from indi f ference to outright hostility. At the 
gr assroot level pVeole learnej to cope, often with considerable ingenuity. An 
informal rar, t qpr an, up in, rities and villages, supplying a wide range of goods 
and servi es that the yverwent was not able to provide (see Equator, 
Fr i.frrp-,r: and I FL pap,-.rsc .r ' 

Some multina nonals have, of course, continued to be active in Africa, 
particularly in e:.tractive industries. Sore continue to have strong sales staffs, 
distribution ret..or s, services, training and consultants, but most are not 
making new investments in plants. A few have started up new operations -­
including H. !. Heinz Co., a large U.S.-based multinational corporation which 
has, in fact, ne,.,ly come to Zimbabwe and Zambia. (See, Dibb study of Heinz). But 
most intprnational businesses have other options. If African governments wish 
foreijr investment, internationral business must be convinced that Africa is a 
place w',bre they can nrale a profit, on the understanding that they wil1 mate a 
contribotion to i s economic growth (see below, 1II .soc A-a --we-ll- Social 
Responsib lit) of ,usiness; see, also, Onitiri , Equator, IFC papers). 

B. Constraints on Business Initiatives
 

The Organization of African Unity ("OAU"), the Economic Commission for Africa 
("ECA" ), the W,,,id Bank and many African governments in the 1980s have 
acknowledged ani begun to coe to terms with factors that have constrained 
business initiatives in Africa. These factors, as the OAU and ECA's Submission to 
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Special Session of the United Nations and many of the Conference
the May 1986 

papers indicate, include long and mediuri-to-snorter term, external 
and internal 

constraints. There is consensus that the principal constraining factors include: 

Long-term internal constraints, such as: 

- high population growth rates (doubling of the population every 20 years); 

of the resource base through deforestation, desertification- debasement 
and overgrazing; 

- decline of physical infrastructure; 

- weak institutional infrastructures; 

- decline of self-sustaining agriculture, weakened by stress on "cash 

crops" for export arid on rapid expansion of the industrial sector at the 

expense of agriculture; and 

- lack of access to resources (technical assistance, training and credit) 

by women, especially s-,all-scale farmers. 

Lon-term exter-nal constraint , such as: 

- increased protectionism and tari ff barriers in the North; 

- repayment of large debt burduns, to both official and commercial lenders; 

- need fur increased concessional aid;
 

- excharKje rate fluctuations; and
 

- decreased ccuT:,,:rcial financial flows. 

Short-term interri(l cnri trairits or business initiatives, including: 

- econcx:lc policy barriers: 

o trade and exchange rate policies; 

o price controls;
 

o 
 do, inant role of state-owned enterprises or parastatals; 

- political, legal and administrative obstacles;
 

- policy discyir1inrtion against sinallholder agriculture;
 

- pol icy re§lect of inforrmal sector;
 

- sma 11 domestic marliets (need to create regional markets);
 

- shortage of s[ i1led minagers arid workers; and
 

- lack of credit.
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C. Effect of Constraints on Private Business Activities
 

Constraints on business activities in Africa are analyzed in depth in the IFC,
 
Frimpong-Ansah, Equator, Mung'Omba and Wangwe, World Bank and Onitiri papers.
 
Summary discussion here is intended to tie together scne common tnemes.
 

1. Economic Policy Reforms
 

The IFC summarizes suggested economic policy reforms:
 

The main feature of an improved economic environment for private investment 
is the removal of the distortions brought about by government policy. These 
include correcting overvalued exchange rates and allowing the market 
(demand and supply of foreign exchange) to determine it, removing price 
controls so that it reflects the true factor and product scarcities, 
rationalizing the public sector with a view to reducing its size, and 
improving the government's day-to-day interaction with the business 
community. 

With respect to overvalued exchange rates, Frimpong-Ansah, Equator and the IFC
 

recommend policies-ti~t.Tu-l-F-xu ha- ge rates to market as a means to:
 

- reduce balance of payment deficits; 

- eliminate parallel markets, cross-border contraband and smuggling; 

- renuKve artificial scarcities; 

- reduce or eliminate "rents" received by those favored by administrative 
allocation of foreign exchange; and 

- shift terms of trade in favor of those who produce for export aid away 
from those who consuTie imported goods. 

To react, these goals, many African governments have adopted policies designed to
 
achieve ,re realistic exchange rates.
 

Several Conference papers focus on the importance of removing price controls, 
particularly for the agricultural sector. African countries, such as Zaire, 
Zar 'l a, Ghana, logo, lanzania, Madagascar, Cameroon and Guinea, that have either 
deregulated markets or increased official prices, have increased agriculLural 
output.
 

Rationalizing tho public sector and diminishing the role of parastatals is also 
rec-C -rJT~hj 0T' hece paperpapers.--T}-WorTdFl-nk states, 

An active puhlic sector is necessary for developnient. But most African 
governrments could reduce waste and take fuller advantage of existing 
capacity in the private sector by concentrating their scarce administrative 
resources on functions which only the public sector can perform. 

Other Conference papers urge diminishing the role of parastatals. They recognize, 
however, that while the eLorlomic inefficiencies of many state-owned enterprises 
are widely recognized in the region, there are important political reasons why 
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they are difficult to abandon (see, Equator, World Bank and IFC papers). That is, 
while suggested policy reforms are designed for positive long-term impact, on 
adoption, they often jolt the economy, causing short-term increased domestic 

prices and suffering throughout society. Many African leaders, while painfully 

aware of these short-term problems, have boldly instituted reforms. 

2. Political, Administrative and Legal Obstacles to Business Activities
 

Unstable political situations prevent both international and indigenous investors
 

from making long-term cornitments, reducing foreign investment and increasing
 
flight capital.
 

Mung'Omba and Wangwe, Frimpong-Ansah and the IFC emohasize that cumbersome 
bureaucracies and highly centralized decision-making constrain day-to-day 
business activities. The IFC states, "The absence of stable, predictable 

political and legal environments and the uneven and unpredictable application of 
the law constitute major obstacles to private sector development". Two of tile 
IFC's reccn;;endations to African governments include:
 

(First]...simplify econmiic decision-making by increasing the role of 

prices and reducing administrative controls in allocating resources. This 
would reduce the level of corruption, red tape and bureaucratic lethargy. 

[Second].. .reducing the scope for arbitrary political decision-making to 
increase predictability of the business envirorvnent and thus allay the 
fears and insecurities of potential investors.
 

3. Policy Discrimination Against Smallholder Agriculture 

Mary African (Jovernrents today recognize the need to adjust agricultural policies 
to create supportive environments offering libvral pricing policies, credit, 
input availability, etc. A key unresolved question is how to mobilize the 
millions of peasant farmers, the backbone of virtually every African economy. As 
Equator states in "African Economic Policies and Private Investment", April 15, 
1985:
 

A healthy agricultural sector is the foundation on which to rebuild: it 
relieves the foreign exchange shortage to the extent that domestic
 

foodstuffs replaco imports and agricultural exports increase, and it gives
 
purchasing power to the largest segment of the population. When farmers buy 
locally produced tools arid transport services to increase their 
productivity, heri they buy locally manufactured hot!_ewares, furniture, and 
cloth iri for thermselves and their fami lies, they create opportunities for 
fdr s ihted, energ;,t ic local busi nessmen. Pri vate producer- will respond to 
opportunit ies. 

The Equator paper for this Confersuce recOTmmends, as do others, relaxation of 
governmentil corltTols over the likes of small farmers, "freeing thcm to use their 
own best jud,])Tienlt about whdt to jrow and where to market it". 

4. Policy le(ect of Informal Fector 

The IFC, Equator, Frimpong-Ansah and Onitiri papers recommend that governments 

provide assistance to the informal sector, a group which shares many of the 
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problems -- including lack of access to bank credit -- of the small farmer. As 

Equator summarizes: 

... the informal sector comprises small craft, trade and service activities 
at the edge of the money economy, often family businesses in the villages 
and towns -- furniture makers, bicycle repairmen, street hawkers, jitney 
drivers and the like. 

Forty to fifty percent of the working age population in developing countries 
derive their livelihood from the informal sector. Many of Africa's most 
successful businessmen and women have ..arted in the informal sector. It is "the 
incubator of private initiative' (Equator). In most African countries, 
entrepreneurs are at the level of family enterprise. A principal problem is how 
to encourage them to grow beyond the family level to where they are capable of
 
"taking off".
 

In this regard, the IF(, in cooperation with the African Development Bank and the 
United Nations Development Programme, has recently established the African 
Project Development Facility which will assist entrepreneurs, possibly including 
those in the informal sector, to obtain loan financing for viable projects. 

5. Small Domestic Markets (Creation of Viable Regional Markets)
 

More than half of the forty-five Sub-Saharan African countries have a total
 
population of 5 million or less; at least ten have a population of fewer than one
 
million. Smill populations combined with low per capita income mean that the size
 
of domi.estic markets in mKst countries is too small to sustain viable industries.
 

Mung'Omb a arid Wangwe state: 

Gi er the smail anc easily saturated nature of most domestic markets in 
Africa, gn'oerrvnts should create the incentives and environment for 
investors not to restrict their market horizons tu the national boundaries 
only. A ccr,' rjation of good exchange rate policies, less arduous machinery 
procurerrent anr input sourcing regulations, and good relations with 
neignoouring coutries (better still membership of regional trade 
grou;i nc) could provide a good foundation for export orientation among 
businr-ss er. 

Equator agreOs and recomrerrls fostering "geographic relationships that promote 
trade and production, including regional markets and trade zones, as wel I as 
Stronq city to hinterland ard city to city trade links". The IFC, focusing on the 
relationship between product specialization and regional markets, recommends: 

...corsi ourinj thu discouraging record of common markets in Africa and the 
primacy of political crisiderations in interstate c=mmerce, an alternative 
way of creating larger markets is for states to negotiate some product 
specialization along bilateral or multilateral lines. One country could 
produce a product.. .ard enter into long-term contracts to sell it to a 
member courtry while agreeing to enter a similar agreement on the purchase 
of another specific product from the other country ....[reducing] the 
differertial pace of industrialization that wrecked many regional markets 
in the past .... 
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*~Shortage of Skilled'Managers arnd Workers ~i 

Conferencepar r n a whileAfrica does not lack entrepreneurs it
 
does Ick mag i cuIpeople skiI led at mapagingmediu siizd
 

ad larr er erpri v r~ ~p ~ with -entrepreneurial aiiis
 
dyiami sm, eldjrsii 11n ess totake, _chances) have in the past 'channel le
 

thieir en~ergie to~fieldsoother than 1large-scale bus iness management,, ofe to"h 
r _Civil "service. or-the inforfral sector. Man'y qualified Africans have- also '.sougt~~ 

pfst the continent. African b 
n .e orma mal sectors,,ouldbenefit from aimproveda

and>worker 1 skills.: 	 ' 

Several of1 the pa~prs (Frimpong Ans ah, Fox ad::Euati pjoi nt, to an oth sfacto~r
 
they lack of credit -'-as seriously inhibiting 'small-holdrs as. ell
 

Senritrepr .neursmddest means presentcommecialbanks find
of 	 At 
 r(and other. smaller, loans) unprofitble because srai'.oa adnittonsI­
' pohiitively u ae and
'	epensive and risky.; PDA-funded lending.schemes are 

et>f tee:romeeapoale,:wyercial Ghanainnovativeak-:fC supplement._- to cc lending (e'.g,, Business land 
Y; ProfessionalWomen's Association agricultural lending scheme discussedblow).i 

World Bank work' with local -development banks which lend to wider 'groups of 
Pentrepreneursis-also usf-il. 

;Re 	 n~sadministation isD. he Way Forwar"d;'	 t 

Wihi the conte>;t of these recommended approaches, what do Conference papers~& 
~su ggest goverments .c an do;, along with PDAs and -businesses, 7'tohelp create.
~enabling e'nvironments~for businesses? 

>I., Possible Agenda, or African Governments
 

a ,Policy Reforms 	 J 
MayArcn ocnet have in~stituted measures designed to enlarge the-role 
0ofprivate business. Mayo hs eom r tl-utse n oe-r 

" 

co ovesia. thre~sC
Sill omneece vidence that reformsi have helped (see IFC,
an:Wol Bank' papers). Cofrnepapers suggest that African governments 1 
T olsider:* 

-

'1-'; 4, 1 '4;Idnifin clearly activities ,private businesi, would be welcome t 2 
4


Sperform, 'backed by guarantees against nationalization, and reserving. 
~ ~ spe ci fied str ategi c areas for the state, 

Cor. ecting Iovervalued exchange~rates to protect and stimulate dometc~III 

Reducing4 the domi nance of parastatals or state-owned enterprises (e 

b.' below);I 

Relaxing goverment intervention in smallholder :farming, the informal: 
economy and modern manufarturing by removina price controls and marketing ~114 
boards;, , 

Prmtig further devellrent of African entrepr eneur ship (see A
below); 


1~ 
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- Instituting legal and administrative procedures designed to produce fair,
 
consistent and predictable guidelines for what is expected of business; 

- Streamlining administrative procedures to ease day-to-day business 

activities and discourage corruption; 

- Developing policies designed to integrate the informal sector into the 
formal business conmmunity; 

- Working with other African governments to create viable regional markets 
and trade zone s, possibly through such regional economic communities as 
ECOWAS, PIA and SADCC (see, specifics reccimended by Muna'OCba and Wangwe 
and by Onitiri), or negojtiating accords on product specialization among 
African countries (s'-e, IFC); 

- Encouraging businesses to develop regional markets by, e.g., providing 
adequate export ircentives and establishing inter-central bank payment
 
arrangements; 

- Recog]nizing Lhe dominant role of women in African development (e.g., 
women currently produce most of Sub-Saharan Africa's food) and 
considering ways to enhance their role. 

FOR CONFERENCE CONSIDERATION:
 

Are the policy reforms listed above the right ones? What of importance is 
missing?
 

Some specific questions fov, the Conference include:
 

- What policies should be adopted to correct overvalued exchane rates, 
liberalize imports and promote eaports?--ie-va-uafi 6n.-Secn- t--ie- oreign 

~hai-er-ket<?-Tregn c~xcnsange auc-ion? Other? 

- How can the objectives for which price controls are instituted (to 
protect consumers while assuring adequate Tr-6-t-ns to producers) be 
achieved without resort to price rontrols? What are some problems in 
implementing price decontrols? How can they Le avoided?
 

What measures can be taken to ovecome the small size of domestic markets
 
in most African countries? (ipenb-0un~~-s--ef-tw--nnelglbO-or-ng-s-aes 
for free moveent of people and goods? (ii) Synchronize the incentive 
structure and overall economic policies among neighboring states? (iii) 
Promote joint regional efforts on product specialization?
 

Can businesses or- PDAs help governments implement needed reforms?
 

b. The "Sp ial C.,.Lvn of Privotization of Parastatals 

Many governwfnts are f ,ic, in,j on econociic costs of an expanding public sector 
and are roconsid-rini the appropriate balance be'tween state-owned enterprises 
and private busine'r, (see, e.g., [quator arid IFU). Policy recommendations in 
this regard in lude: 

lmroving the upr. 1ici of parastatals by: 

- ending their rwriopoly in particular spheres and allowing private firms to 

compete; or 
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- contractin with private firms to manage parastatals, for increased 

efficiency.
 

Alternatively, transferring parastatals to the private sector by:
 

- selling them outright to private buyers;
 

- returning enterprises to former owners under stipulated conditions (e.g.,
 
Bata Shoe Co. in the Sudan -- see, Mung'Omba and Wangwe);
 

- entering into a partnership arrangement with a private firm and retaining
 
some portion of the ownership of the parastatal; or
 

- transfering assets to the general public, i.e., through selling shares.
 

FOR CONFERENCE CONSIDERATION:
 

How much of Africa's current economic problems can be traced to over-expanding
 
the public sector and government support of parastatals? What are the
 
appropriate roles of the public and private sector? Which policy
 
recommendations relating to privatization of parastatals seem most sensible?
 

c. Pramocin _African Entrepreneurship
 

The vitality of existing parallel markets demonstrates that there is no
 
shortage of African entrepreneurs. However, mdnifestation of that talent in 

the modern, business context is limited by factors including: near-absence of 
capital mirkets, limited access to credit, political favoritism in the 

allocation of goverrinment-controlled resources, cumbersome bureaucracies, 
unpredictable application of law, lack of information about markets and supply 
sources, arid 1imited te~hrical expertise. 

FOR CONFERENCE CONSIDERATION:
 

What are the best ways to promote African entrepreneurship? What assistance 
should governments and international aid agencies provide to fledgling
 
entrepreneurs? Measures that might be considered include:
 

- Profiling existing and potential entrepreneurs in the modern,
 
informal-urban and smallholder sectors;
 

- Channelling more investment resources to domestic business;
 

- Creating regional capital markets for better mobilization of local
 
investment resources;
 

- Instituting appropriate inducements to reverse capital and human flight;
 

- With the assistance of donor agencies, establishing information banks 
accessible to African entrepreneurs about sources of equipment and 

materials, potential financing, potential partners, market conditions and 
market potentials elsewhere, 

- Providing special technical and financial assistance to smallhoider and 
entrepreneurs in the informal sector; 

- Assisting the creation of indigenous regicnal consulting firms in 
engineering, finance and other business fields that could gradually
 
replace the need for outside expertise;
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t
- Assisting the crea ion of business-sponsored regional (or continent-wide) 
entrepreneurial cooperative councils for exchange of information on 
markets and investment opportunities and creation of a sense of an 
Africa-wide business comnunity; 

- Considering, as Mung'Otnba and Wangwe recomimend, that governments enter 
joint ventures with local businesses, with government supplying 
indigenous businesses access to capital, business managing the venture, 
and government retaining control; 

- With the assistance of donor agencies, identifying and implementing 
sinle technologies that have been developed elsewhere and that are 
appropriate and replicable in Africa. 

d. Administrative Reforms and Improved Legal Systems
 

Inconsistent legal and ctinbersonie administrative procedures coupled with 
excessive red-tape and high centralization of decision-making constrain normal 
day-to-diy business activities and foster corruption. Mung' nba and Wangwe 
suggest, e.g., that governments publish clear criteria for decision-making and 
the expected completion time for every government step. In addition, perhaps 
through local chambers of conmerce, businesses might work with governments to 
encourage aLi.ir, istrative reforms. 

FOR CONFERENCE CONSIDERATION:
 

What are the major conponents of, and the best ways of accomplishing, improved
 
legal and administrative systems for business?
 

e. Promctinc Foreiqn Invetr',ent 

Foreign in vestrent auqJr,-,ntS dorustic savings, brings foreign exchange and is a 
veni ce for ti~e trarn sfer of technology and know-how. io attract international 
buS,1ness, , Cr,b and Iv !iri ,. suggest: 

' nA:i :,;Si tent pf otler; s of payment arrears and repatriation of 
p of s t, (I ru. -, t ii foreign investors to reinvest dividends in 

chr,a fIor ar! it i1nKl investment incentives; (2) allowing exporters to 
retdin (,-port ear lings; or (3) considering donation of blocked assets 
(di sc use' bel , . 

Addressii fears of rat ioralization by instituting dispute settlement, 

mecid sr ' , prc'fer a',y arbitration.
 

On the other han, g-,vernments ra,' be concerned that as foreign or 
intfrniational f iri,, may have few 1ir c with the rest of the economy and, 
because of pr'oter t iof an! i. ie di 't(rtions in the domestic economy, may make 
moJre fro- ti, c untry ttior they bririg in. 

FOR CON!IRLNC[ CONSIDERATION: 

How can the type of foreign investment that most contributes to economic 
growth be attracted? Hnw can the benefits of attracting international 
Investment be maximized and the costs be minimized? What incentives are 
needed? liberal trade and foreign exchange policies? liberal policies for 
profit remittance and debt service repatriation? tax holidays? ease of exit 
and re-entry of expatriate personnel? other? 
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f. Fostering Concept of Social Responsibility of Business
 

Some African governments might consider stating that while they welcome 
international business, they also expect businesses to commit resources for 
development objectives. In addition, those governments that have strongly
 
enforced income tax regulations might consider allowing tax deductions for
 
contributions to PDAs, thereby providing new sources of support for social )nd
 
economic development projects. 

FOR CONFERENCE CONSIDERATION:
 

How can governments foster the concept of the social responsibility of
 
business? Policy statements encouraging social responsibility? Tax policies
 
that foster contributions of resources? Other?
 

2. Possible Agenda for Business
 

a. Business Confurmance with National Priorities 

Business can profit by being sensitive to government priorities. In addition, 
it is imortarnt that businesses articulate to government and the informed 
public huv; they cUnform with national priorities. (See, e.g., Dibb's Heinz 
case stucy.) 

FOR CONFERENCE CONSIDERATION:
 

Are there adequate mechanisms for businesses to interact with government to
 
assure that the ir activities conform with national priorities? If not, what
 
would prcxnote such interaction?
 

b. help to Create Re in l Mar et s 

There is a corsensus that tuo- s.:- l country markets inhibit growth of African 
ecoromies anJ that develoe,et of regional markets is essential. The IF 
suggests that rItirnationals are in a good position to contribute to regional 
integ'atiorn bj wail ing multintional markets. Indigenous businesses can, for 
their part, create interstate co-operative councils for exchange of 
inform-t . rintao rvarkets. 

FOR CONFERENCE CONSIDERATION:
 

How can businesses work toward creation of regional markets?
 

c. Strenthen the "S)ci al Pesponsibility" of Business 

Within African tra',i icr s of commi.Jnality and voluntari sm, many businesses 
recognize their responisii lity tor social as well as economic development. The 
IF rec(KJT.endi that consi stent with their profit orientation, the business 
comm.ity should contri bute to national development and become effective 
participants in that process. See, Section 11I of this paper. 

FOR CONFERENCE CONSIDERATION:
 

Should dissemination of increased knowledge of African traditions of 
voluntarism be encouraged in order to foster the growth of business' social 
responsibility? 
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3. Collective Agenda for Governments, Businesses and PDAs
 

a. lrining 

Conference papers stress the need for wektr and management training. As 
traditional approaches to training are not always appropriate for smallholders 
or self-ermployed persons in the informal sector, some new approaches for 
consideration are:
 

i. 	 PDAs have been successful in reaching some smallholders and some in 
the urban, informal sector. Business and governments might wish to 
collaborate in replicating successful PbA projects or funding
 
additional projects.
 

ii. 	Equator suggests using teleccnmunications -- including radio -- to 
increase education reaching rural areas. 

iii. 	The IFC is working with African govermients to develop African 
entrepreneurship and managerial capabilities. 

iv. 	The IFC's proposed African Management Services Company plans to tap 
the worldwide reservoir of qualified senior executives, assist in 
traininj in,, aerous mnanagers, and provide back-up support. In 
aiuition, the ,FC projoses that international donors finance a project 
to recruit quilified Africans working in industrialized countries to 
fi11 setliOr technical and munagerial positions in Africa. 

v. 	 Businesses , iuld corit riut, existing training programs and develop 

accitlonal prgrdms to fill management positions with local talent. 

FOR CONFERENCE CONSIDERATION:
 

What are good examples of training programs of governments, businesses and 
PDAs that can serve as models for replication? Would Africa benefit from a
 
new, ongoing approach to training, such as a new institute devoted to training
 
managers for business and government?
 

b. Rt---Troinrrrrj 

MVri wor'rcs in ; ,'l ic enterprises face unemployment because of drastic 
cut-!)a- in ;,urd'.tat 1 and government bureaucracies. These workers face 
severe c1CCr':i c hards hi ps, that, in turn, create political pressures on 
g >vernv . s H', r, ees arid PDAs might use their expertise to help governments 
de;iPip at,,: P ,,rt r-training programs for these workers, with emphasis on 
prdc t l " , r,,e.i,,: t y iusiniesses and PDAs. 

FOR CONFERENCE CONSIDERATION:
 

Are there good examples of successful re-training programs for released 
employees of public enterprises? How can such training programs be developed? 

c. Techr icil Ac,.i ctin e , ' all l der and Tnformoil Sector 

Bo.th gnverr",,.* ad l)rgu-scale usinesses can do more than training to 
assist bot0h ',l -,c e ajriculture and the informal sector. They can offer 

a ,such serv Iec, m.1rreting, design, quality control and general management 
advice.
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FOR CONFERENCE CONSIDERATION:
 

Through what maechaniss and following what model can governments and 
large-scale businesses work with small-scale entrepreneurs and farmers to 
provide a range of needed services -- marketing, design, quality control, 
management advice -- in addition zo training? 

d. Policy Dialogue
 

Papers suggest that it is helpful to goverment and business to interact in a 
structured and sustained way. The government of Kenya, through an innovative 
consultative committee between industry and government, has recently 
instituted a dialogue resulting in significant policy changes. Mung'Omba and 
Wangwe suggest yet another approach: establishing sectoral associations (e.g., 
food manufacturers) composed of representatives of business (both indigenous
 
and international), public enterprises engaged in that sector and governments.
 

FOR CONFERENCE CONSIDERATION:
 

How can policy dialogue among governments and business be encouraged? Has the
 
Kenyan-type consultative process been followed elsewhere? If so, what special
 
features might be replicated? What other consultative mechanisms might he
 
established, e.g., sectoral associations?
 

IT. THE RELATIONSHIP OF AFRICAN GOVERNMLNTS AND PRIVATE DLVELOPMENT AGENCIES
 

Tee term "'private .c. tor" m.ans, "business" to many people concerned with African 
developrent. in faot, Private Developmi;ent Agencies provide important but too 
often onceralued a:::,tiur I private initiatives for development. 

A. An Historical Perspective
 

In Mar 1 ,,t-c ,l'r,,a] A'rmcar ccutrles, political and historical rual'ties 
C]ctate: a ljrge_. r. lt for Stdte-lec initiatives in health, education and other 
ss.cial servic,.S. %,e., lcd .,s were sensitive to the demands of their people for 
these si'r,ice . ' litical rualities also dictated quick response to enmployment 
de:' ar.:, , . td,'fojugti te 'tattles for independence. Nevi governimentstf.r r, 
res;,crnc." Lj ra; i I t ,) .. H ing pui s ucmal services, by making large-scale 
invwet-,--rt if, f iliitlo, an:d by e!,ria rging the civil service. incentives for 
pri vate o Itr, cdre or 1't 1 r were rare. In spite of the lack of an 

,eric)ura i rj e r ,'1r ,ri'r t t h,. , (,e.r, a eraro able growth in the number and,ter- h 
ty[(e of "' _ a t v!.e irFar i r Ca. 

B. Definition: Private Lkveloixmrnt Agencies in Africa 

1 What are Pri, ,,:e *r -I ;',rt ;~ry.r~ le.e? 
1. W j f lr , , -p , f.js. a C'Ih'>J 

not formal 
and inforrliv, ati,,ns, .Ich have as their commcn characteristics, that they 
PD,, arc re . Thw (i ;,rciend a ri variety of organizations 
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A are usja Il1' non~pr of it*, ~non goverrnental, often voluntary 'in nature,~and work 
tr.for the, public well-b~ing. i~:' 

~,Major 4 strengths of ,PDAs include the ability to:~ ~ -. w* 

reach th grsros eily hrrlpoor jn unserved,, mace sible 

iinstitute al sense~of self worth by1 involving reipetsindsinig
 
~.~, ~ implement,ing and'devaluating asslstanceprograns;
 

S mobilize ,bthii?.1ndigenous and internationali resources fo, roject 
''_developmen_"'_ t,,+ncl ud i ng volIun teers-'W1o woulId- pot-typ icalIly-be-i nwol ed -Ain-7 

develpmen
proects
 

adapt simple, often innovative, technology to local cod ios 

- assist small business through integrated programs, of, credit, training and 
other technical assistance; 

implement flexible, low-cost and effective approaches to deve6lopment.'-


VPDAs' in Africa are both' "indigenous"' and "international". International PDAs are~headquartered outside Africa, and operate transnationally, -though they may have,
branches in African countries. As Fox states,c international PDAs are by
definition "bridges", poised between their home countries~'and Africa. !? 

Th quarter-century after independence, has ~seen many> international PDAs 
consolidating1 their roles a s major. providers' of health,, social welfare'
educational, enviromental' and other services. More recently,' they have provided
technical assistance to small enterprises, including financing, credit or in-kind 
help (e.g., Technoserve, a U.S.-headquartered international PDA, provides'
accounting and marketing assistance). ~4" 

Recent years have witnessed a marked increase inindigenousAfrican PDAs, defined7 
here,,as ",initiated by loca] citi zens, in response 'to local 'devel opmn havobemand managed by local citizens" (VADA paper) . In some cases, <governmuents',hav
'encouraged the formation 'of local organizations to work for; rural developrpentrI4Jn~ 
Kenya, for; example, the celebrated "Harambee" movement monbill zed th'ousands ~of~ 
groups "actively involved in ' rural development work such, as schools, health 
centers, water projects,.livestock, cattle dips and bee-keeping" (VADA paper).'
 

2 2. What are PDA activities?' ' ' 

PDAs. -- African and international'- conduct' activities that run the gamut fo 
traditional direct provision- of social services to initiation 'of innovative-~ 
enterprise'de'velopment projects. SomePDAs undertake experimental projects, often~­

4"INonprofit". dues not necessarily mean free of charge. Many of ;the best health~ 
and education 4PDAs charge fees to generate a' surplus that is used to, subsidize 
services or' 9offset losses in other' parts 'of the system, e g., chrsin sionw 
schools, the Shaban Roberts School Trust in Tanzania; the Aga Khan Hospital1 
Nairobi. J -"~ 
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agai nst~conventional, wi sdom andjcviietimes shunning close coll1aboration- with'~ 
~goveIrnment or -business. Some 'large-scale PDAs may be alternatives 'toe public 1 
~eteprises by runinrg private hospitals, schools, health clinics 'and specialized
 
training programs (eg.,tr'ainig helh t'areworkers) omties incooperation. 
~with govermvent, programs." Save The' Chilidren, Funhd U.K., in'fact,~ emphasizes 
cooperative. relations with governments 'to1'assurethat it 'leaives b'ehind l2asting 

"' contributions. The Aga Khan High <Scho'ol in Mombasa , Keny~a,1. provide's' an 
2 	 interesting example of an indigenous PDA that is:'privately run bupataly 

funded by the goverment. The Kenyan goverment pays a portion of teache.rs' 
salaries and helps assuire~quality through representation' on the school ,bbairdj. 

A: few. intern.tioal 'P.As. that' prvi.de'.innov .tive" 
f uunnding ,to .African PDAs from their, endowments for a range of development 

efct<activities. 'These foundations do not thenselves conduct projects. There are some 

African foundations that explicitly emulate these international foundati.ons 
(egthe Omole Foundation established in 1985 in Nigeria promotes education and 
efof 	hunger andBdisease). 
 ' 

By contrast, some local operating PDAs are poorly financed and depend on local 
benefactors and volunteers. These PDAs, have neither the capacity nor. the 'interest'' 
to expand. 'Still others are ad hoc' responses. to emergency situations .(e.g'*., 
African 'musicians organized th[T-rwn benefit concerts 'for famine victims long 

"' before Live Aid and Band Aid). 	 ' 

Other PDAs seek to build their capacity to become self-sufficient over time;
 
their greatest need is seed money for capital expenditures and start-up
 

N 	 activities; and they may provide interesting models for others (e.g., the Ghana 
Business and Professional Women's Association provides bank loan guarantees for 
women 'in agriculture and small-scale industries as well as marketing and other 
technical assistance).. 

The range of organizations and activities encompassed by the. term "PDA"
 
lhighlights its character as a "movement", rather than an'easily-defin ', sector.
 
In summary, as the VADA paper states:
 

It would be accurate to say that we know a lot about PDA activities in
 
Africa but we have little systematically documented evidence of the
 
activities.'
 

3.What resources do PDAs mobilize for Africa?
 

Even without such data, partial figures and anecdotal evidence indicate that PDAs 
are contributing to Africa's development. International" PDAs provide about $1 A 

Sbillion annually in development and relief assistance: to Africa. CARE, a 
U.S. -headquartered PDA that works in Africa as' well as other third-world regions, 
has an annual operating budget of about $350 million, about thesame as the 
official development assistance budget of the government of Switzerland. Two '' 

German PDAs, Misericor and Bread for the World, each have annual budgets of about 
$140 million, most of which is spent in Africa. In some African countries, 
PDA-generated assistance represents a major percentage of all aid received '(e g., 
13% of all aid to Burkina Faso comes from international PDAs). In Kenya, 40', of 
all health care is provided through PDAs. InMalawi, one largei PDA entity, the 
Christian Sertvics Committee of the Churches of Malawi, prrvides 40% of all 
health servicas It is conservatively estimated that 14% of'the total overseas 
development assistance inflow to Africa ccires through POAs at the present time, , 
ar-. many donor agencies are making strong efforts to channel an increasing
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poto f thir.-assistan~ce throghPDAs.,~ In i ts 1986 fiscal year$k~fr
examplete U.S. 'ec for'1 ntenation~a1., De-veopmeint ,,chapnneiled 1$650 million
~throughPAs,,.with -thie.bulk, going to&Af ic In,the, savie year, th vesa 
Devielopmnrt, Admi nistration'of the, UnltedI Kingdom. provided £E32.5 6illionjo 'PDAs.' 

YT h World ,,Bank' states . that, "whi le PDAs curren~tly _play, a smal1l role J 
Bank a6ssi-ted project~s AniAfrica,' ."the Bank experience with POAs is growinig and,
in, ttoe 
from priVate,,busirness sources,'.(including banks) minus $700 mllion 

~ManyjAfrican governeints--and people welcome th new vitlity'of the African..PDAs'-, 

~~+~ ~ mn1A iti ve. " By: contrast,' a~ea>elIerte' netIpi~ t-fiC~ 

ad' recognize their potenti al importance as a pluralizing force in:'setings oten 
__ char cteriid by snl 'pry'cnto ,fgovervrent2:and public sector'patronag 
-- Te PAmemet7arns- getr-teton,---so-that PDA-devel opment acti v ies 

can :be cmlmnayto thoserof government andbuies 

C.PDAslin Africa: ;Opportunities and Concerns4
 

As pressures on health,' education and other' social welfare bu~dgets of.Afri'can\ 
governmients have intensified, choices and tradeoffs in these- programs have become 
more, difficult. PDAs can help governments in this regard. -Theyican contribute to 
good resource allocaton through cost-effective, replicabie projects, persistence
in carrying out difficult programs, effectivedecentralization of services, wider,
transfer of new technologies and delivery of appropriate training :and technical 
assistance at the grassroots. PDAs can''also be links to< business. Internationalv 
PDAs' presently have ties with multinational businesses that; provide help through
tax-deductible gifts, in-kind assistance and training. ncreasingl bilateral and 
multilateral aid agencies and African*'governments are channelling funds;-through
PDAs,. often findin them effective and flexible mechanismssjto reachl-African-' 
people., In this regard, recent reports of' the OECD' s Developmenit Assistance 
Committee 'reinforce this perception. of PDAs. as efficient -and, effective-links 
between official. developm~ent assistance organizations. PDA 

­

-and -grassroots

strengths can be enhanced in ways suggested by, Conference papers. ~ 

*1.Concerns Commuon to Indigenous and International POAs
 

a. While PDAs make valuable contributions, they-share the need for:. 

better documientation and articulation of their accomplishments; 

improved management; . ­

-strengthened 
 evaluative capabilities;,
 

-improved~44 coordination with other PDAs;I 
constructive solutions to excessive government red tape and bureaucratic~r 
delays;
 

b.Politics -- either. of African states or donor governments ' -often 

determine whether aPDA can work in a country. 

'4'- 2. Special Concerns of Indigenous PDAs 4; 

a.Indigenous PDAs are, often underfinanced and~ have not developed~
sophisticated fund-raising techniques.- In addition, more than M0 4of indigenous PDA funding presently comes 'from foreign sources. 'Indigenouis 
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PDAs need to diversify and increase their support, particularly from local
 

sources.
 

b. Indigenous PDAs face special problems in undertaking enterprise development
 

nrojects, which often require technical skills that are in short supply.
 

3. Special Concerns of International PDAs
 

International PDAs have the special concern of host governments' accepting the
 

service role of foreign organizations working on problems in their jurisdictions.
 

D. The Way Forward
 

Onitiri and Racelis papers suggest the following ways
The VADA, Fox, World Bank, 

to enhance PDA contributions to development.
 

1. A Possible Agenda for African Governments
 

a. Administrative and Operational Reforms
 

i. Guidelines for International PDAs 

Governments might publish general guidelines to facilitate international 
PDAs working locally. Such guidelines should not stifle creative activities 
of PDAs, but might dtteTpt to assure that PDAs (1) work on important 
problems such as health, education, agriculture and enterprise development,
 

(2) cemonstrate acce;.tahle stancards of financial accountability, (3) are 
non-pliLtical an (4) have programs open to broadly-based communities. 

i i.. Far,:L:, rkArroent 

Governments ray wish to institute announced, standardized framework 
agreements for international PDAs, covering tax treatments and customs 
duties as well as mutually agreed targets, e.g., immunization within five 

years. Such frarievor , agriemcnts" would encourage PDAs to see their work 
in a genreral context, rather than on a project-by-project basis. 

iii. Gtverrr:ent ,c.gni t ion of PDAs 

Gover,merots should adopt policies that explicitly recognize PDAs as 

partners in deve.lopTent (especially PDAs that support women's contributions 
to devel c rY.t) . (See, Racelis.) 

iv. Ad" iist ratve Peforms 

Government right simplify operational procedures for PDAs (e.g., 

registratiun, work permits, requirements for solicitation of funds) and 

award certain tax and custctrs privileges for essential goods. Single 

govermrent liaison departments for working with PDAs, e.g., Tanzania, are 
helpful (see Fox and Rael is). Governments might support coordinating 
councils for communications among PDAs and representatives of government, 
both at the national and local levels. xamples already exist in Togo, 
Zambia and el sewhere. 
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JFOR~§ ':u~ CONFERENCE CONSIDERATION: 

1)Should govet rmnnts publish general guidelines for permitting international. 
PDASto work locally? (ii) Should, governments provide announced stan'da.rd.zed. 
fraaework agree.nts .coverngsuch matters. as tax treatment' ande customs 
duties?,If~ so, 'would it Abe. helpfu1~to design one, in, cooperati, n' with a~ 

' governme'nt, to- serve asa model?, (iii) What mnechanismswould enable PDAs ,to' ' 
achiee explicitA recognition of"'governmlents as partnersA in development? 1s ' 

there' aneed forspecial ,iiechanisms that recognize women~s contributions to 
~development? (iv) Wat administrative, reforms by gove rrnments would encourage
PDA activities? Should governmnts establish a, single', unitT responsible for 
relationswith PDAs? Should goverments publish guidelines fore PDAactivities? 

:b. Ta Incentives for Giving
 

In the United States, Canada, India, Pakistan and the United Kingdom,, tax 
deductibi~lty of charitable contributions is believed to encourage business 
and individual contributions t6 PDAsAfrican governments might consider 
mechanisms to strengthen PDAs financially through tax deductions for. 
contributions to PDAs. (See VADA, Fox, Racelis). 

A FOR CONFERENCE CONSIDERATION: 

Should more African governments allow tax deductions to businesses and
 
individuals frcontributions to qualified rwis?
 

c. Blocked Assets Contributions 

To preserve foreign exchange, some governments do not allow businesses to take 
profits or other assets out of the country. Host countries, which benefit from 
this practice, could make it easier for businesses to donate blocked currency 
to PDAs. In addition, host governments might emulate the U.S. practice of tax 
deductions for donations of blocked assets. (See, Fox, Mung'Omba and Wangwe.) 

FOR CONFERENCE CONSIDERATION:
 

International businesses consider the problem of blocked assets a serious one, 
and many deplore the practice. Would instituting tax deductionsfordonations 
of blocked assets be interpreted by some governments as an excuse to maintain 
the practice? Alternatively, would governments accept this mechanism as usefulW
 
to PDAs? Should contributions of blocked currency to indigenous PDAs be 
encouraged?
 

d.'In-Kind Government Support' to PDAs
 

:PDP~s, wishing to preserve their independence, sometimes to not accept
 
government funding,' (see, e.g., International Council of Voluntary Agencies
1985 Guidelines on> Accepting Government Funding). Many PDAs do, however,. need 
TU~McaIan-6ic spo-,priual from provincial~ and, local 
governments, e.g., support for cooperatives started by PDAs. 

OAFOR CONFERENCE CONSIDERATION:
 

What kinds of governmeant support do PDAs consider the most valuable? Funding?
lending of personnal or equipment? other? Would such support interfere with­
the independence of PDAs?
 

20 



S2. ~A Possibe Convon ged for Indigenous'.and Internatioa Ds'" 

wa.Coerto Among.PDAsk 

International PDAs, as guests of 4a country, wor kb'est~'by hligidgeo 
PIDA 'ihough ( a) providi',g resources to,, and ,strentheni ng capabilities o.>%, 
indigenbuts ,DAs, " nd (b)1dIevelopi ng su~p"port" wi th -ihome. overnments and ,publ ics"~" 
for, o'verseas. de, elopme nt work. Ther~e kis , a sr r ,aogsc ao 

and th, 
Kh .anr Foundati . n-7-a ndn-+mj or-_intern atio a 1t -echnical '-assist e--Ds,-o.-..-­

collaborate with,'idigeni"us PDAs .~J" 

fundipg :PDAs as -thieorFon ti, Euro' x m~~~~A"r 

>'S FORCONFERENCE CONSIDERATION: 'A 
~> What cooperative efforts between indigenous and" international PDAsi' and 
<'<between PDA and governments, have been successful? 

b. PDAs as Intermediaries ''--

PDAs are scmetimnes "intermedi aries"1, contracting with international business 
inAfrica to provide cultuirally sensitive links with employees-,(e.g., Partners~:
 
for Productivity contract with LAMCO in Liberia)".' " 

Larger and' wellI-establ ished PDAs can be intermediaries ina catalytic sense . 
Such PDAs can help identify" and support leaders of indigenous self-help, grouJps 

"(eg., OEF 'International. has brought together African women concerned with 
policy constraints on wmen's full partiipation idepmnt,'
 

CONFERENCE CONSIDERATION:"
" '~FOR 

How can PDAs be most 'useful "as interiediaries? 

c. A Public Education Role' 

The World Bank paper points out that th rcs fplc eomms rce 
Vover'~a five, to ten year period and effect major changes in' society. To assist "V 
this politically fragile' process, 'itsuggests PDAs and businesses help anld~S7L 
states:'
 

Adjustment policies will be unlikely to work unless modified inresponse 'to"
 
local criticism and then win fairly broad political support,
 

African business leaders (through, e.g. , chambers of comrmerce] can help 
governments kn ow h w the private sector. is likely to respond to particular 
Policies. 'PDAs,'mainly churches and other indigenous POAs, can suggest 

, 

and perhaps 'help with -- measures to'protect particular groups of, poor 
'" 

peopie 'who might otherwise""sufferV serious deprivation because of 0policy 
"''" 

V~changes (e.,te urban poor who must pay higher food prices).. " 

International9"PDAs might,' in turn, educate publics 'inthei'rhome countries a 
to why corncessional aid 'isimportant." '"" -

FOR CONFERENCE CONISIDERATION: 

Hwcan PDAs and business leaders contribute to the formulation of 
rfrsand provide political support or public" education for the 

policy.~
reform 
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movement in Africa? Do indigenous PDAs have the resources -- professionally 
and financially to conducL such work? Would such efforts divert them from 
their primary t ,sks, and if so, how can this be avoided? Specific examples, 
particularly of successful indigenous efforts, would be helpful. 

d. Credit Facility
 

It is often difficult for small, especially rural, business enterprises to 
obtain credit. PVOs provide interesting models for helping smaller enterprises
through loan guarantee arrangements and rcvolving loan funds, often combined 
with technical assistance, including accounting, management and marketing
 
services.
 

FOR CONFERENCE CONSIDERATION:
 

What are current models of PDAs, professional groups and businesses assisting
 
small, PDA-business orienLed enterprises obtain credit? Can these models be
 
replicated commercially?
 

e. Policy Dialoque
 

Policy dialLygjue can be pr0rtMoted through structured and systematic interaction. 
Possiole mecoinisms for such dialogue include: national PDA councils, 
specif'ing a single governmental unit responsible for PDA liaison, and 
U,;-spcnsored and similar roundtable discussions. 

FOR CONFERENCE CONSIDERATION:
 

What mechanisms are needed to foster structured, systematic policy interaction
 
among governments and PDAs? PDA councils? Single governmental units
 
responsible for liaison with PDAs? UNDP roundtables? Other?
 

f. Mo-ing "The C'i,.'' for F 

Many pe' are uri ,,!r, of the strong contributions PDAs make to developtsent. 
Afric i, a,re nr.'. t_ ;'i.-a 1ly thought of as a separate economic sector (in 
the 6r:tV'J 'te* !W,, calla , "The InJeprcndent Sector") e.g., building private 
sch c, s or ;.,rjvicirj efficient, effective health care, or as an impcirtant 
fo-ce for p ILIra lisr;. SoveraI mechanisms for making this case more forcefully 
are suggested:
 

- National Co ncils of PDAs (which alreauy exist in Zimbabwe, kenya, Togo, 
tbigeri i, etc.) cart serve this role on behalf of their members. 
InternatIonal IP.L mighL contribute to the operating cost of such 
Courci I ,. 

- Internat! or a l do)nors su(h a. U CE[F and the Ford Foundation might he]p 
re 1nfrce th, mh ca- e tOy support irtg public education campaigns of 
indigenous PDA vii thiii African countries. 

- International PDA,, can hel ) by supporting public education campaigns of 
in,!ige'u;us PDAs within African countries, and educating the publics of 
their ho;te countries about the abilities of indigenous PDAs. 
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FOR CONFERENCE CONSIDERATION:
 

national councils, international
What specific steps should be taken by 


donors, and PDAs to make PDA accomplishments better known?
 

3. A Possible Separate Agenda for Indigenous PDAs
 

e. National PDA Councils
 

Notional 	PDA Councils are useful mecharisms to help indigenous PDAs with: 

- strengthened manaqenment and accounting practices; 

- standardized accountability; 

- evaluations; 

- fundraising; 

- program strategies; 

- coordination and cooperation among PDAs and governments; 

- access to appropriate technologies. 

FOR 	CONFERENCE CONSIDERATION:
 

Do existing national councils provide effective services to PDAs? How can they
 

be strengthened? Should PDAs in countries that do not have national councils
 

establish such councils?
 

b. Quality Control
 

specific market needs
Sometimes P[,As operate schools or nursing homes to meet 

(e.g., [nglish as the language of instruction) and thereby earn their owners a 

comfortab'le living. Some of the institutions are of high quality. For others, 

prafit is the primrary mc;tive with quality and integrity of service running a 

poor se cond. 

FOR CONFERENCE CONSIDERATION: 

How can PDAs help governments distinguish between high quality, fee charging
 

schools and hospitals using their surpluses to subsidize poorer users, and
 

institutions which deliver poor services and exi ,-primarily to make profits?
 

What more can governments do to encourage the former?
 

4. A Possible Separate Ag.Pn a ior International PDA,- Training 

of 	 trained personnel,Conference papers stress the severe lack in Africa 
level. Some PDAs, which include large, experiencedparticularly at the managerial 

(e.g., Euro-Action Accord) andorganizations with established training programs 


smaller, innovative providers of technical assistance can help.
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FOR CONFERENCE CONSIDERAIION:
 

Have successful training programs of international PDAs been documented? If
 

so, which are replicable? Should special institutes or programs be established
 

for training professionals to staff and manage social institutions and PDAs?
 

111. SOCIAL RESPONSIBILITY: BUILDING BRIDGES AMONG GOVERNMENTS, BUSINESS AND PDAs
 

A. Definition: The Social Responsibility of Businesses
 

Businesses contribute to social and eciriic develoinent in almost every country 
and culture. The forms taten by their contributions vary and are shaped by 
historical and cultural traditions. Some generalizations are possible.
 

The giving of money per se is only one, albeit very important way businesses work 
with comiurities in neJ. For businesses everywhere, there is a larger concept 
that comprises not only the simple giving of money, but also a progression from 
such specific mechanisms as volunteer efforts by business employees, the lending 
of company facilities and gifts of equipment and products, the provision of 
technical assistance and training, to acknowledgement, through modification of 
business practices that, "s(wie things we oo are part of the problem". In North 
Nerica and in some Western European countries, this larger concept has been 
called "corporate citizenship" or "social responsibility". 

The concept of "social responsibility" is not, however, confined to Western
 
business. 1he Palhivala paper describes the wide range of social and economic 
develo~r?,ent projects operated by the Tata group of companies to benefit the 
people of india. Today, lata companies run programs in training of scientists ano 
engineers, reforestatirn and family planring. The lata projects are, in fact, 
sirlar to many corporate responsibility projects described in the Joseph paper. 

Though there is little docUmTent ation from other developing countries, 
particulirlY African countries, about similar programs, there is, nevertheless, 
enough ane_c!:,t al evidence to suggest that in many third-world settings, including 
Africa, "so-ial responsibility" of business exists though it may not be called by 
that name or institutionalized in the business framework, in Africa, there is a 
strong traroition of voluntarism and Lommunality at the vil lage level. These 
practices are translated almost automatically by local businesses into 
involvement ir cor-,unity affairs. In addition, some international businesses have 
brought their formal social responsibility programs with them. In general, 
however, social re-ponsibi ,ity practices of business in Africa have not been 
Syste atized. The Enabling EnvirnrTent Conference provides the opportunity to 
consider first stop', towdrd institutionalizing "social responsibility" in African 
terms. 

For businessrs, giving is sometimes related to a narrow, short-term "business" 
goal, such as offering gifts or grants designed to improve business operations or 
the com;,any's image (e.g., support to provide better working environments; 
educational opportunities for employees or their families; or contributions to 
publicity generating projects, such as, sports aid). Business giving may also be 
less directly self-interested and more long-term in nature (e.g., contributions 

to improve the educational level, or the health, social or cultural life of a 
c ommun i ty) 
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"Social responsibility" also encompasses innovative fur~ding mchanisms, like U.S. 
multinatienals' contributing to a PDA assets blocked fron repatriation, e.g., 
Burroughs Corporation in Zimbabwe, Mobi 1 Oil in Nigeria, etc. Or, foreign 
companies contracting with PDAs to serve as intermediaries that are culturully 
sensitive to the needs of communities in which they work (e.g., LAIICO's 
precedent-setting arrangement with Partners for Productivity in Liberia -- see, 
Joseph paper- for details). It can also involve business ccntracting with PDAs for 
other business services, e.g., a food processing busincss contrarting with a 
women's producers cooperative to supply the labor for a food processing plant. 'n 
a 'dition, busine .s can provid: mi.Jch needed management, accounting and 
d.nr! rtive expertise and training to PDAs (e.g., the Ghdna Business and 
Profesvicmnal Waten's Association). 

B. Social Responsibility of Business in Africa
 

Africa businesse,, boti indigerous arid international, have de:,,rstrated "social 
resnnsiility". These e,;eriences hove, not been well-documented, but examples 
gathere! for ti , f u include: 

- in Gh r,0 and hi , ria, ho;inessmeri ar.d women regularly contribute through 
t',i' lP o l Pary CIn!, to era:,le local PDAs to undertake self-help 
prJ-nets, twild yuth sport facilities, day-care centers, etc. 

- in Seer-,1,l cw-rzial fisherren donated tons of their catch to help the 
hungjry. 

-in Ghana, a profrensionil association of women en trepreneirs has 
established the Znt Club, which designs pr ,jects to assure better 
living standard , in rural area" Mhe Club provides firancial assistance 
and mater ia tU village c.-i-mitteen wr r ing c- self-hrlp projects, and 
also provide:, a ti' le hcal'h clinic for vi Ilay-s not ",ithir easy reach 
of medicaI III.i is.f l 

- n rn, , . I A' W p''0 :r; r,!tiun, a I.S.-hedquortered inultinationa 
bU'' ri , ha' [WrrVI ,',d hn-,J . inq in eight sepal ate villages for 12,00 
penoplP, a nur ',ry , pr 1- 3 ry nshi.,'Is, arw! a top-qua Ilty s.condary scool. 

SIJ L. ii o,.-,, a , r in.: to Ra elii ' survey, town councils nov, permi t PDAs 
unrr. ,tricteq p.rp ' ;nn tro funlrai e from local buoinerses. formerly 
ill] i e.p Si pereriscicm ea:hth". n.'-'i on occasior,. 

In I, r la, tin- PonA frica KIM Foundation, st up by a haidful of 
t)busi1 es afll f-or we, Ior , 1 Me r i d WorrIirl, joined a Nigerian co-v. ercial 
ban, r si'f r'-"ni ,) It a tes the relief needs in :,thiopia. 

, 
- - hi , ],' ,,-' P r aI AC C lrat.d Develofment Orqanization, a 
non-pri t orl, ' 2 t I A v lrd ii ,, bhoth individuals and corporate, 
[r-[ , nv , t i l t o or t ru ra c ornmuni ties.fI r,, r r wr, 1 II, at , 

I n /Inta -w'., i o-a rji y a -1i,, monauof (turer, participates in an 
intyerat d nriHo , o i-; rvow, the prrsrc t ivi ty of the coUrry's 

sm'l l-calp, farr,,r , a pr njp t d q,igned in c nju nction with Zi:ihaWe 's 
[)ep. rtripr'' c Arr urp. 

, 

of (i tl 

I n MI 1i, the G neral Electric Foundat ion, the non-profit arm "if a 

U..-base! corpnration, provided fonds for a pilot project to test the 
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4 ~~~abilIity, of several PDAs to work together in that'country. The project~~
will be 	adrdiistered. by PACT,(Private ,Agencies,Collaborating~Toehe) 

''U.S. 
 headquarte'red PDA .. 	 '~ 

-,In Zimb~ bwe, the Heinz Foundai6 thno-profit arm of, H.'J.Heinz'Cbo I 
a:U.S;based multntional $that, recentl-tre prtosi ibbe 
Joi ned: five other' U.S,-based' companies: to fund the 'building and 'running
of a clinicof r thozambique.b'order. Heinz. also~ made a susantial~ 
donation towiard building ahospital-inlZimbabwe. . 

~C. 'The 	 Wayforward 
These illustrations of social responsibility demonstrate some ways businesses i n 
Africa -- both international and indigenous' -- have 'expressed their wider 

commtmen tonational developmient goals. But the concept is broader
isolated gifts. It is that businesses, las 'citi zens, 	

than 
have an on-going

respop~sibi lity to contribute systematically'to the societies inwhich they work 
and prosper. 
Inexamining African political history from independence, Equator states that the
regioni needs unique soluti'ons to Africa's political/economic requirements.

Equator continues by stating: 
 '­

.a social contract (or contracts);, on African terms, have yet to' emerge.Q
This, is clearly a major task of the continent's development, .one that
transcends the economy because it must encompass all aspects of, society. 

In this connection, Equator's proposal for an international association of 
* 	 businessmen 'and businesswomen, whose members would champion strict" morality and ~ ethics in 'all business activities, might-Iwell 'be broadened' to include social ~ 

responsibility as a program to be, implemented by the members., , 

Mung'Omba 'and Wangwe state that' both gover-nment and~businesses "should do all Y
they 'can to take socio-economic: factors~(culture, social 'services, 'etc.) .intoKconsideration when making decisions where to invest, what'produ'cts to' produceA'
and how 	to market' them". Onitiri, agrees. , '. ' 

Frimpong-Ansah focuses on a fundamental conflict between international orexpatriate business and host government goals. He states, 
 ' ,', 

SSome major expatri ate companies have di fficulty f,ndi ng~an appropri ate 
'identification with the development objectives. of their. host' countries 
... Some foreign companies in Africa have been unable to 'reconcile their: ,
short' t'erm profit objectives with' long' term development,goals.of' the'ir host 

country... . in the two decades... .since independence the expatriate private 

<' 

sector 	 has undergone a period of significant adjustment,, often traumatic.
In this' period African governments have also tried to''find ways inwhich " 

~they could live with these former partners of colonialism and with the host Q
of' new ones from other parts of the world whio, in character,' were not
different." Africans neEd the technology "and; efficiency , of' these ~ 
entrepreneurs, butt they object to their often ,buccaneering .characteistlcs
regarding profits and foreign exchange repartriation'without'regard to the
difficult economic conditions inthe countries inwhich they operate.
 

Frimpong-Ansah invokes what lie calls "the' Concept of, Corporate Citizenship" - a'~two-way concept that recognizes a balance ,between 	 and"the 
 '"duties' 


http:development,goals.of


responsibilities of expatriate businesses" and "their entitlement for facilities
 

that are available for business development". Although Frimpong-Ansah applies
 

this concept only to international businesses active in Africa, it is possible
 

that, if expanded to apply to indigenous business as well, the concept may be
 

close to the "specific solutions to Africa's requirement for a social
 

contract. . .on African terms" that the Equator paper invokes. 

Possible models that might be considered in designing Africa's concept of "social
 

responsibility" include:
 

1. Business, Government and PDA Collaboration
 

In what may be a prcnising model for replication, the Industry Council for
 

Developmient, a Nev York-headquartered PDA, with membership composed of
 
corporations from 15 countries, has developed a collaborative
international 


project among corporations, PDAs, ir.terrational aid agencies, governments and
 

regional associations. The project supports agroforestry development in the Sahel
 

region. Corporations are sources of technological, managerial, marketing and
 
research expertise. (See, Joseph paper for further details.)
 

Anuther interesting iondel is a joint venture in the Gambia and Sierra Leone. 

Africare, a U.S.-bused rA, worked collaboratively with 13 member corporations of 
the Pharamaceut lcdl .'drn America and the goverrnments of Sierra Leonefacturers of 


Gur:i, t iru;)ove management distribution basic
and the ia I. the and of 

pharmaceuticals throu,]hut the two countries, particularly in rural area. (See,
 

Joseph paper for futiler de ai Is.) 

FOR CONFERENCE CONSIDERATION
 

What are other successful models of business/government/PDA collabnrative
 

projects?
 

2. 'ndi .,r,: PDA Collaborations a,' :.rternation Business and 

Several years arjc, :7T, a U.S.-based multinational corporation, provided a grant 
used to fund humanto a U.c,.-bised r:.., thi Institute of Cultural Affairs, to be 

develo;u.rnt projects in rural Nigeria. Since then, the Nigerian Institute of 

Cultural Affairs brought in local business people to assist with the pilot 

project (the >,ede vIIla-e development project). Local business people provided 
toskillet1 profesional assitance in management, accounting etc. assist 

villagers to org:nize successful small-scale business ventures. The use of 
in the form oi a grant to a PDA, combinedinternatip,r.,: busires, funling, made 

with locl ,sines assistance, is a viable model. 

FOR CONFERENCE CONSIDERATION:
 

Are there other examples of collaboration among indigenous and international
 

business and PJAs that offer viable models?
 

3. Ihe Nor-Ca,,h Coritribution Model 

Projects d(-,cribed above are examples of ways in which businesses have
 

contributed to African development by providing non-cash assistance, in the form 

- 27 ­

'7/i 



of equipment, services, skilled personnel, etc. These traditional non-cash models
 
use the talents of individuals already on staff. 

Another model, along the lines of the International Executive Service Corps, taps
 
talented and successful retired busiress people, entrepreneurs or, possibly,
 
former civil servants or political leaders. Such individuals, of proven ability
 
and possessed of leadership qualities, would be valuable additions to any
 
develOFTxnt projects.
 

FOR CONFERENCE CONSIDERATION:
 

What are illustrations of African PDAs using the talents of retired political
 
leaders, business people, civil servants and entrepreneurs? How can such
 
individuals be convinced to join such an enterprise? How can their talents be
 
used most effectively?
 

4. Grantu-3) riqin Host Cottries 

Many prujects cited abW.e received initial funding from foundations. Foundations 
may be either private, or corporate. In addition to making grants from remote 
hea-'quirters, mMIry corporatiurns establish corporate, grantmaking foundations in a 
host co tr',. Ja;i' /,e f i rms such as Hitachi and Panasonic have established 
cor;)ortle n in the United States. 

FOR CONFERENC[ CONSIDERATION: 

What are examples of indigenous African foundations? Why were these foundations 
established? How successful have they been? What factors are considered to be 
incentives (or disincentives) to their establishment and operation? 

5. B J"ir._i_ Kr. moss 

Occac, :l V,, an i nt.rra t i:,ri.I copi; any makes a business-related decision to 
partic1;*,t. in a pgr:vfit-v-.i w'y in solving local problems. An example, cited 
in the ' 'o.. p,w_.r T , ti e i rvul verent of Monsanto, a U.S.-headquarterec 
multini c,,,I !, t in enya to develop an energy-saving tillage system, using 
an envir1J ,11,af kill er a;.,t;ro;priate for a smallholder farming System. 
:n Za': i a, Zi- g- r Ag-icultore 17:e7 aitiorial, a British cor;an', has 

nut epi ! f.,,- tht. 've.t,,.rr i el for its chicken operations. Instead, the company 
di stri t1t , t hr. bi rd tO rrrucancls of S. 11 farmers. Further emplo,,mentt1 is 
generatej t, grn,,riJ the fefes for the chic ens locally. 

In O tui',t th( la. of f eign exchange, a large multinational's-, of 
'I , ci i r ( i:,,l If. ) inr.t 1tute the use of food grown locally, in lieu of' irpcrtin "tr:'.",!I , I l" tlf~,' fo "!'-

FOR CONIE[RENCL CONSIDERATION:
 

What are other examples of international business enterprises accommodating to
 
local problems in making business decisions? 

6. Ai d Af,o, Inlij iu , aIn ltrn,-tioai F[DA Col laborat ion 

The Canadian goverrcent has announced that a new multinational facility to be 
located ir, the Sahel will fund and provide techni cal expertise to qrassroots 
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organizations, enabling them to carry out projects of their own choosing that
 
respond to their needs in the fields of agriculture, forestry and food
 
production.
 

FOR CONFERENCE CONSIDERATION:
 

Does this Canadian initiative to create an African facility that will relate
 

bilatera" aid to grassroots needs offer a replicable model?
 

7. Possible Government Incentives to Foster Social Responsibility
 

-- Tax Incentives. Recent research in the UniLed States demonstrates that tax
 
AedctiToJ-Tnhance individul and corporate giving. Governments considering
 
the institution of such tax concessions will be concerned aboit foregone
 
revenue. However, fiscal authorities should consider that donations are to
 
provide services -- e.g., in the areas of health and education -- thdt would 
otherwise be supplied by the State. 

--	 Matching Grants. The Canadian International Develo~iinent Agency and the U.K.'s 
T--ersea Tvoent Admi nistration match privatc funds raised by national 
PDAs. African governrents might budget scme concessional aid funds to be used, 
where a;ppropriate, as a matching mechanism for funds raised from private 
sources in Africa. 

Channeling Funds Tirough PW;s. Increasingly, African governments channel 
-COK-SS1%TiJ[O-F;,'7-J :.le, CAF;E International, as the contractor 
under a World Bank loan to Liberia to strengthen communi ty schools, 
constructed schools at a cost about 30 less than business contractc'rs. 

--	 Blocle:a Assets. The fund for Private Assistance and International Development, 
a -' r,'-cngton, D.C. -headquartered PLA, has developed a mechanism for businesses 
to donate blocked assets to PDAs in exrhe.nge for a tax deduction. Because 
dejctiocns frcF, taxation are permi-tted by U.S. tax laws for gifts to certain 
crarita:nle or ecucational organizations, this mechanism is especially 
attractive to U.S. companies. To take advantage of the deduction, the gift 
must be tu a [WDA orgnized in the United States (although it may operate 
overseas). Under these tax rules, some U.S. corporations have recently donated 
their blocked assets in certain host countries to U.S.-headquartered 
inter inot use host countries.iMal [GAs for in the 

FOR CONFERENCE CONSIDERATION:
 

Is it reasonable to assume that incentives -- tax concessions, matching funds, 
etc. -- initiated by African governments will have the desired effect of 
fostering greater social responsibility by business? In the case of poor 
countries, will the benefits gained from new special responsibility programs
 
offset the loss in needed tax revenues?
 

8. Model S_ i al P p,)nJbi iity Prograres 

Bus i nesse. "nght be ercouir agl' to i tc 1ude in their publ i shed Annual Peport s an 
account of t.he act, vi t ie- they ha /e undertaLo en to demonstrate their concern for 
social re ,ni bl11 tj ,. Thi s approach has been used wit h success in the Uni ted 
Kingdom. in addition, both international and indigenous African business might be 

- 29 ­



FRCONFERENCE'CONSI DERAT I ON: 

papr,elfulstr ts ijat expre ssi ngbines soilre spons"bltD hy 

The Enabling Enionet Conference is' intended to foster a dialogue between/ ! 
...governments adthe private sector that will lead to national policies to enablei:; 
: /the private sector to participate more actively in the de veloffnent process, iThe!¢ 
i Conference is intended to facilitate tt prcess b~y suggesting) possible' ways :toii 
;: promote. effective: private sector initiatives for" African economic and. social!., 

d)revelopment.: It is hoped that :Conference participants,might, on itheiriretur:n! 
home, Or~anize: follow-up meetings or workshops that inclu~de :other- concernedj 

-i :nationals from the three main sectors ,--governments, business and PDAs - ito!!: 
ii:...introduce them to the results of the Conference a nd to discuss° opportunities!J.9 .. ... 9, : ' :itti 

:: concerning implementation :in their own national contexts. :::! 

asise b cnidrngth ttced"s -ke
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L. 	 The Relationship of Governments and Business 

A. African Govermnents' Attitudes Toward Business
 

1. WiIa D. Mung'Onba and Prof. S. Wangwe
 

2. Prof. H. M. A. Onitiri, UNDP
 

3. The World Bank -- International Relations Department
 

4. The International Finance Corporation
 

B. Business' Attitudes towiard Enhancing their Contribution to African
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1. Indiienous Business -- J. H. Frimpong-Ansah
 

2. International Business -- Equator Holdings
 

3. Multinational Case Study -- H. J. Heinz Co./Olivine Industries
 

II. 	The Relationship of Govirnments and Private Development Agencies
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B. Indigenous PDAs -- Voluntary Agencies Development Assistance 
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1!. 	Social Responsibility: Building Bridges Among Governments, Business and
 
Private Development Agencies
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B. 	The Social Pesponsibility of Business in Africa: Western Perspective 
-- James A. Joseph, Council on Foundations 

IV. Overview: The Enabling Environment for Private Sector Contributions to 
Development in Sub-Saharan Africa 

Overview Paper -- Sheila ri.McLean, Consultant 
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APPENDIX C
 

For discussion at the Enabling Environment Conference
 

Discussion Draft prepared by Sheila Avrin McLean
 

Suggested Social Responsibility Policy and Guidelines
 
For Business Workinq in African Country
 

Statement of Social Responsibility Policy
 

To stay in business, we must make a profit. To succeed in business, we must 
devote some of that profit, beyond the dividends and- taxes we pay, to the public 
good. The company's long-term success is closely linked with the general 
prosperity of [name of African country] which, in turn, depends heavily on the 
quality of education, good health and general prosperity of its citizens. 
Business does best in coiiriunities that are healthy, vital and secure. 

The Coi;niany was orqinized in [name of African country] in 19 to [specify 
purpose] and has since prospered. [Alternative for internationaT-company: The 
Conp any has operated in [ncome of African country] since to (specify 
operations) and has since prospered.] During past years, the Company has shared 
its profits by contributing to projects of special importance in [name of African 
country]. Th~e Directors of the Company believe that this practice should be 
institutionalized and ratirnalized so tnat the Conpany will continue and expand 
its contributions to organizations and projects in [name of African country] for 
the public go(,d without regard to race, creed or political affiliation. 
Contributions will be made in [specify currency of African country], by lending 
facilities, giving equi or,.nt arid/or seconding executives with skills in such 
areas as ranaw :,ont, accou:iting, marketing, and public relations. 

The Director. of the Company believe that its annual social responsibility 
program shfoul d provide for contributions of a minimum of of the Company's 
preta, income and should set as a goal annual contributionso-oT , of its pretax 
income. it also believes that there should be an effort to k-ep the level of 
contributions reasonably consistent (with an upward trend if profits permit) so 
that long-term contributions programs can be formulated. 

Social Responsibility Guidelines
 

Based on tnese beliefs ti'e Managing Directors of the Company are establishing a 
prograr, of social responsibility under the following guidelines: 

The Management c.1 the Company will: 

]. 	 Bo et between to of its pretax [name of African country] income 
for d(orati,, to--charit-Pile, education, health-reiated, small enterprise 
dev,, lur- rt or scientifc causes and private development agencies 
operatlri on a local, regional or national scale. 

2. 	Desionate a social responsini lity officer from, among its employees to: 

- 33­
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* Meet regularly with [alternative: a committee of employees of his 

own choosing?] [or alternative: a committee of employees and 
officers appointed by Company's management] 

* 	Review solicitations for support 

* 	 Investigate new opportunities for contributions to private 

developoient agencies working in [name of country] 

* 	 Evaluate proposals for projects submitted to it by the committee, 

as staffed by the social responsibility officer, according to the 
following criteria:
 

a. 	 The recipient should be a bona fide, usually not-for-profit, 
private development agency [that is not a political 
institution or political party?I that is working consistent 
with national devel pIMent goals in areas such as health, 
education, ario enterprise develoicient [specify additional or 
different areas as desired]. 

b. 	 The cause for which a contribution ; being contemplated 
should w:irrant a mini.,um contribution equivalent to [name 
of African country currency]. [Although the Co(pa 7 

y will 

cons ider larger reque-sts on a case-by-case basis, a maximum 
donation equivalent to [name of African country 
currency] is suggested]. 

c. 	 lhe project or cause must be sufficiently backed by local 
institutlons to survive and grow on its own after receiving 
a cort riut i un fr U;i the Company or fromn a combination of the 

Comrpany ani Other donors. 

d. 	 The proje:t or causc should fall under any -he of the 
folloamin3 general headings: Health and Welfare, Education, 
Ent erpr i se [)ivelo rient, whether urban or rural [specify 

other priority areas]. The project or cause must fulfill a 
national or reg i onal priority for economic or social 

6-, veloc;,vent. Iamples of types of projects or causes 
i n c I ude: 

pr iiiry edJdc~ t i on
 

* 	 secondary education 

* 	 higher education 

* 	primary hpilth care outreach and treatment 

* 	 urban hospital health care 

* 	 rural enterprise develor)ent. 

t* t r:hnical s.istnce to local "self-help" groups 

3. 	 Approve, in its di cret ion, contributions of money, facilities or 
equips(ent to supe't proposa 1, for projects submitted to it by the 

comfmgittee, staffed by the social ;responsibility officer. 
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4. Approve, in its discretion, the lending of Company executives to private
 
development agencies where the special talent of the executive is needed
 
for a limited period of time to assist the organization or the granting 
of time to erployees for volunteer work.
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Mrx. ,8teven SlI ii. , ,, •
 
BLrIctor
 

USAII) Misslou to Kenya
 

1'.0. Box 2 0?
 
APOJ New York, NY 09675
 

Ite: (;rant 9i-berNu 6,B.38-BI 

Dear M1r. Sindlohg: 

Bi1 behalfI of A,', i n I'.)oundiititon U.,S.A., I amI pleased to enclo.;e 
the ftlea narit.vt, and ftliwio: al r-eports of the Er;a[blng Environment 
Confolrcr. ill a'rlldul.e with your grant letter of April 7, 1986. DPW 
May I take thl" pporttoity to thank USAII) Msel to Kenya, once 

again iior It:; !;upp)rt. ot this Conference and wish you every ;ucces;,S DUN 
in 1987. 

pluir~ft nne-rely, ( O4T 

"IblNoor All a/-D-[. 

Chief Exect l, irr cOPY, , . D. R 
ACIONCop MUM~ 

I~;L A ... ,,../: .............. ...... r/A I(I/h
Action t e 's a r ' ~.Tti/. II 

l'.'n c1 o..;l r e,; ,¢tto nql~ ........ "l . ?..".... 

E:nc I ouores ,E.1/I 

n myc~etary ., "/
Ahl t )
 4 

cc: Ml. Ta, Mitha. 1 ...... , .\.l. (D\ te 

C, I q 

http:narit.vt


viyn rsiinctoey rereent 
greatestof, the'many resources of this contnnt h 

~basicX 'topic o ur theqrefore; how' to~&discussions; is 
create, trhe conditions ofcniecrrdcai~c n 

~mutual trust that will en~able people and finsticurions to 
relz ho1.r full potential.". 

SWith theset words,%1Iis 'Highness, th Ag Kha opened "TeEaln 
Elvi roznme C;-onference! o 4Ni-robi. .Kna n2li2t, 6 ~ 
This brought to fruition the, proposali His Hihesmd fu er~g on, 
the ocso-of the~ 25thf Anniversary of ,His Imamat. His- plan' was tobring~~ 

ocher eaders of* goernman,t private ,busins and priva~te development . 

Sagencies (PDAS) to texamine. how to achieve an' ffecLive::iriate seCtor -" 

conriution to 'social and ecnoi deelpmn i SbSa'a Aria 

*Following much 'careful, 'planning by'the"Aga Khan' onainadic 
c'o-sponsors (the Government of the'Republic- ofe~,TeWo ak h
 

j~(Kenya,,:Association of Manufacturers,~ the African Development'.Bank,- VolunL;ar~ 
 4
 
SAgencies Development Assistance (a Kenyan PDA),~and&,InterAction~ :(the US;~4 

;hbased' PDA network), some two 'hundred, off icial' participants gathiered 'in;~{ 
SNairobL for a,four-day . meeting. This 4 was the first,, time' su'ch' ,,group- 'of? 4 v 

"-eprelscn~acives of governments,;private business atndPDAs from over 25'Sb 
Saharan African nations, Europe andNorth Americ'"had met to discuss t'sl 

~ issues',Approximately' two-thirds of the-ru'we Afrdcains~ thus' ensuAng.! 
7 thatthe discussions andpoion, ak, -e' fully~cognizant oEf the- needs ­

andipriorities of the African cofminunity.,~~ 

The agenda of th.Cneenews c-learly, Ilaid 4out byte

organizers in order. to focu tepricip~at m tme. :a
 

4 available. The i.goal was to Ifruat . pcfc uieie and prtactical'
 
S policy. options that would lead 'to ~an '.enhanced '<relationship between-M---­

governments. and the, private .sector. In ,this spirit, -te' prnialise m< 
be 'considered' by the Conference was: 'lliow,",c'an. envir o'ntsbe 'created 
within ,constraints jimnposed, ~4 the' i on, '1 y,' _thatoniyntdrnati 

supplement ,Important goverrupent inicia I an, t's'*fpbi nepie.
cives 

-gj.by 'permitting the" extensive resourc'es, imagination,, and creariiy of e 
sector both people and instituti'ons '."'to paricipate. fully in t1he,"j 

development process ?" ', "'--' ' 

*~~.private 

To, provide back~ground material',' for the agenda.,of issuesm-put before~-"­

t' participants, .an international' Confer c'de Steeing Com ite a
comssoed ereuo papers-' rom . int' rat,.ona1: institutions (o 

,. example,.h Worldbank,,UNICEF, -the -Itratoa innc'Croatonand'' 
the, Council 'on lF6mndti'ons) and -from'.independen.-Ai ,ican spe cialists' (the~','
 

?§fo rine r- Governor: o te-Cntr~~ B-a nk of 'Gha an L~fo'iner ,Pr e dent h
 
4Ar-I'can!b.uvelopmet Bnk Qthe Dean -of the ,Schbo'l6f,Social Scie6nc'atth'-- '
 

'unliversity 'Cprf Dsr2e -Sla Taz.na anfters', saramework, for
 
- ~nstruct!, aI thinking ,and. debate1 "-teper we. -' 

divided~ into te-broad.,top c areas. hc w re as h bodhms o p~ 
~the~panel~ sess onsi sm aar ~ op 2 () 

'African governmients 'an&1 the-'private ..'bustness;-'A(2) the ~relationship between~ 
African goernnsand te prvai' development agencies;~ and (3) the~ 
building of a ennfl ilge among all three sectorsbasedon a common i" 

approah of so ial1 responsibility". '' '-f 

AN 



~~~? ~ ,Ip 4e.	 u31Lhk 0 e.I~~& C vyy 


f rthac"A aic~ di'oi env 

~g f'Lors to ac leveono c~ grow ~ ~ ~ rnnriti
 

exenadabt burden iweighs heavily on m~any h~d rs
 
overunens (a coal of-'oe U 00blin by the and of 18)ai hf
 

'terms~of trade aestogly 'k'~ d gai1ntAfrican c untr iec Also,~ dought'
 

hardships in~mn pat, EAfr1icaI openin rmks eSConference,~
 
KenanPrsid 't.;,a~~el aapMo stressed 'these' pointsad serd
 

>that, reaitically, African -governmnts "must plant our economies, bearing
 

deeoe ol wit ififusion, of :aid or pioviding' us Y~i 

'Mith~tieth~ ~necessar.y -lemrns r 'ui red~ :for_._gr wth W ce 
ffjt s -- t, ,i -more "im e ra ti to Aeia go nments~ ~i' 

tombiiedmsi eoucs.fr-eeomn adopting', the necessary~'i~ 

,counteparts.;' 	 * 

~ Despite~ th1ese constraints, it is crucial2 'to+ recognize' th 
considerable' jaccomplishment ,of Aria governments since~ i pen . ;. 

terms 'of increasing the human resource poeta fterp~uain , h 
AaKhan mentioned a few, relevant facts' in,his -opeing 'remarks: total, ~
 

schoo enrolments 'have' risenV fro6m 21 million,~ in"1.960 to -872 million in;
 
S 1982, geco dary'jsrho~ 1 nrolments increased' from 5% of 'children '.of, the' V"&.
 

appoprateagegropsAo 2%; average life expectancy has rsn frm'4
 
- ~. 	 years inithe mid-l960s to, 49"today'.K'!nSub-Saharan Africa, .the proportion_~, ~ 

of government expenditure devoted to education, health and social servic'es~ ' 

i~~".ls. governments the first to recognize',that ~'.statling.y~ large.' Yet, Would be 

Stheir resources are~ stretched to the limit~-~ and beyond. , Since' government,"''j
 
resources for the' social~sector are unlikely to increase inC e~o eal~
 
future, we must search' for other approa'ches; One possibility is to increase,,h
 
the resources' from and Ithrough the private,, ector. A second- imperative iUjs§
 
to improve the' management of resources' employed" Bot ,nh~o~
 
sectors and the productive sectors of 'th', economy, African governmnents, can~)
 
benefit enormnously from closer' cooperation with, the private secto'r both
 
for-profit'business and not-for-profit volun~tary ag'encies'. K
 

So, whaL conclustons emerged fr~m, the 'Conferenice~ deliberations ?.A' 
How can "enabling environmients" be create Id to facilitate a1private~sector ~ " 
contribution to development ? , ' ~ 

AGOENE, AND BUSINESS-	 'W;j 

Various recommendations, were made on' the subject. of: goenet
 
bus Jbusn relationis.' stogy htgvrnet fiil n "ugse
ess ItAwas 

burinsspeople 'should talk~ to""each,'other,,-more in order, to' 'better , 
tand respective pirte.Policy-,dialoue AAshould' be 

- A A' encouragd, with business collaborating -in'. the preparation . . long-term, 
developmnent pilans an gvrnet o~international'A bodies'. such .as the A" 

A-'unders 'their 	 AA 

and governments'or,' 

;AEconomic:'Commis'sion for Afrca) 'ndertaking' to esals sm -rudue
 
-. 'ixeor'oune s s'etnics,' A
A A 

>AAA;A~~A~AA Whereas in, the Afirst. 'decades, 'afterA independence,A African'
 
AAAAuAA~AAAAm felt that, in order to estblish their ow.dvlpet:agelas
 

oltialbases , the pr'ivate,'s'~ecto'r had "to. take second, pl'aceA,',ter
 
'owca ~~ "ecognitio'n the sector given. 'room 

"'A 

'r 'that' private if to ;grow 'in'a 
AA~ conducive policy environkment be a>'consatructive' force'forA'developmentAAAA " -can 

- '''A"> 'A ~ A~A1 yA:A2A 
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74'There wa~is 	 at' the Conference that. natCio Fai~~gene ral' nj 	 L, 
,polices shoul40.1ov owdacecopm'chlanges,,inclu l freer markets~.~ 

ldlead"to more.competiron-and'' 
Sthe ref Por m.ore' 'efficiency. dalso the m"ore-"~" ~ 

'44 

However, 7it's understood'-that, 

''' vulnerable ',groupS. in oieymay, suffer,: f rom these policies an ,pcq
 

measuresust beo taken: to ,proctt~hense groups and to 'integrate tem nt
 

's of4,plicy are 'e ecouragementA " 'onitency 4 t. 
Stabiltyandconsivital to h 

to,,&'jimplement. Kgoveranenur, coduld also'issu' Indicative liscst ~o .,sectors* .~'y' 

where' the'y. ou1ld wecm rvtoiesenI:h'sa me'vein"j goverrnmen t .44" 

administrative an euaoypoeue hudbe as; simple as 'possible , 

adconsi'stent, 	 ~ ~ 

A related concern which generated much discussion is the issue of 
-k-"4the future of parastat~ls state controlled enterprises4 and how theylfit'" T 

A nto. the theme of p,1'vate sector. initiatives.r There was general',agreement..' ~'44 
that governments should cake stock of their parastatals and in cases where... 
they have become 'inefficient, waste scarce resources' and do 'not play *a'~ 

useful or strategic r~le in'thel economy, privatization miay be the answer4'~' 
However, the consensus was, somewhat 4contrary~,to the prevailing," 
conventional wisdom" among 'aid 'donor agencies,' that privatization, is,. not 4 

an end in''itself 'but is.a,policy 'tool to b~e used selectively. Where""'"' 
parastatals perform- well in providin~g essential goods an~d7 services, they' 
should be left inovnmt hands.~ ' '"'t4 

More controversial were the'policy options wiP.1iregard to private 
foreign 'investmenit, Even if govern~ments adopt'less, constraining policies, 
it may be difficult to attract significant flows 'of foreigni investment ' 

because national. markets' are so 'small.' The' Conference recommen'ded 'that" 
governments and 'business might work 'tog'ether' to' create viable -regional 4'444A1 

markets and'trade..zones. ''' - A ~ ' 4 

The greatest policy stunbIIng,'block~ is 'the qu'estin 4 of''" 
repatriation of dividends, Companies ofuen co'nsider Lhis to be an essntial%j~fY7' 

,preco'ndition. for. investment in a pariua onr u:gvrmr r 
re luctant to offer this incentive due to for eign exchantge'sh'ortages.K The,

' 	Conference' suggested some~ possible. compromnise 'measures~ including: allowing 
exporters to 'retain export earnings;, providing" additilonal~ Investment' 
incentives if 'dividends are 're'lnvested;'iallowing tnxrelief for-,the 
donation~of blocked dvidends to the, social sectror, often through PDAs' 14 
Various investment~ guarantee schemes were discussed.'' 

'In~ a ddition' 'oforeigninetet a crucial' ingredientc in 
Afria'song term development' is the'ineed to p-romote ~indigenous 1 

1' ntrepreneurs, In particular, t:he Conference recognized""the important 
,~potential of small-s'calei entrepreneurs -2 <small farmers, 1'entereneurs4 in 

*Q'4 ;'j the informal sector, an'd women.;,All of ,these groups have' tended' to .operate ' 

at"'a~ subsistoince' level ion the' margins of African and4 i"'f"A'""44 

4444 

44economies 

integrated into themainstreamI.their contribution could'be immense.4 

"4~ 4 4 3	 4 44~ 
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-'- I s an in, which there'. clear, opportunities . for r!,' 
collpboratilon am~ong; govournments, private internationali ,iaid .indigenous 
business andl,- PDAs, Inceptives .and infrastructure. for small ;farmeru_ to-

This', Is are 

r produeeand'sell' moe, provision of credtdiract from'lending institutions 
o r-: through ."intermediary' groups or- PDAs to set up, small. entreprises -, -~-~ 

bdevelopImentof-,contractual relationships with larger businesseswhich will 
helps in thi moernization' of cechnology ns wel. as, guaranteeing ,markets 

maagement nnd nprrtical ong ''all rt ['assistcaAnd traini are pa o-ad 
otentialpakage' to: iliUpport these' entrepreneurs. Often, specific mea sures,:."-' 

specu o hproduerstradnrsaore to theirf--'-. 1­

'r 

"imd' at,--women and essential release 

potaential,7espccialyfnrasi Tmany, legislationhand-custom-have --- +
countries- , 

against their adra comat asdiscriminated 

GOVERNMENT AND PRIVATE DEVELOPMENT AGENCIES 

In recent years, PDAs have accounted forfa substantial portion of
 
the indigenous and. international human and financial, resources being
 
mobilized towards 'development goals in Africa. This contribution has- not
 

mhl:aiiy:fully oreste: partlyenris ofar'enpepePDAs thrfailedbecause themselves~ have 
document their activities and to' articulate publicly their accomplishments. 
Thus- botoh governments and private business have tanded to undervalue PDA 
contributions to the development process. The Conference was a definite 

step towards a vecognition' of their potetial role and an understanding of 
their composition and ­

been acknowledged, an to 

'priorities. 


- The Conference described PDAs as follows: "PDAs comprise- arih
 
variety of formall organizations and informal associations, covering-a broad
 
spectrum of activities. Their most noteworthy characteristics are their
 
roots in thle powerful voluntary ethos,' their concern 'for the disavantaged,7
 
their ability to harness the encrgies 'of. many, people, and' their, non­
governmental and nonl-profit nature. Their activities run the gamut from the­
traditionall direct provision of social 'services, to 'the initilition of
 
innovative enterprise developmnent.' As -such,: they can both -- supplement the 
 -7 

efforts of government' and' contribute to 'the evolution' of societies In' which 
private. business 'can: thrive. They can also' test "and implement new' cost­
effective' and participatory approaches to thle challenge of economic and : 
social development." ' 

As with the business sector, it is essential for the PDAS to'"
 
establish a 'constructive ongoing dialogue with government officials. The
 
Conference attempted to look, at' the, needs and priorities of; both'parties in
 
this relationship and'generally supported the idea. of 'some. kind of clearly
 
recognized admint~trative 'and legal' framework which 'would allow the PDAs to
 
maincain their 'traditional independence as a "third sector" in the economy.
 

-the
Cov.'rnments should ~'recognize right of PDAs to pursue their- own
 
objectives without detailed government control while, at the same time,­
both indigenous-and international PDAs'-should recognize the right of "'~
 

governments- to request information on PDAs' procedure, activities and plans
 
and to c,.ercise some oversight of appropriateness, integrity and
 
efficiency, -The proposed principles will hopefully form at least a'basis
 
for dialogue between PDAs and governments.- - ­

45 5 
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on 1tieonn on program and pnioy m tors shouldass st IDAsn 
gay iv~enm in avoiding duplicao nofeveopmen efforts, ovein nts can 
lern much from' "P , .... ' o - . .,because,,, of! PDAs 
lonow sdge ith asirationsns o> Iia 

-l 

ofand links, Jee nloon iand the 
ggrassoots.For ,han governmentsmigh i hePa In at ae' pDority 'areas', 

-acomplemencwhere~ PD of',forts' would -.be especially, helptul. .s or 
ops ng rof~goveonzaent progrwns..' Some tensionu willr nino ho 

"cunrrloorfnawhrn :,PDAs are correctly or icrrctly, perceived 'as having
dfeetfrom those of the goverrupent., 

The Conheye exp e aessehope hatgovernments would be able to 
PrL"vd:incen po , al DAd for- civ6to:Prafinss. iandt- posirion-of 

eTxamplen t tax deductions for charitabl e contributions -both
n a o by 
indiiduals-and businesses. Though this is-a commonplace tradition in North 
America and Europe,. Ii, eisted.. it.would take somei.has.o in Africa..and 

~time .to' 'derive 'benefits "from such a scheme. Itcol eventually be 
vextremely as a means of generating for indigenous PDAsuseful resources 


which might otherwise have-co seek funds ,from sources abroad.
 

Much as there are formal and 'informal linkages between-et 


international and Kindigenous business,. international anid indigenous ,PDAO 
'have'a constaintly''changi'ng 'and ev.olvig;relatiosipwith each"other At 
the United:Nations General Assembly. in May 1986, a strong statemonnt called 
for the "international' PDAs to* conicentrate~ their efforts, on strengthening 
the indigenous African PDAs on the.'asstfsption that African PDAs. arelbetter 
placed to. take primary respornsibi] ity fq.r the development of %their 'own 
societies., This stateme .it' emphasize'd the need for. internaitional PDAs to' 
guard< against "paternalism", to support theL activities initiated and 
inplrnned as much'ns 'possib'le by the African PDAs, and in making m~aximnum 
use~of l1ocal r:!sources, anid personnel to~ strengthen" the management and 

technical, capacitie5 of African PDAs. The Enabling' Environment Conference 
endorse'd th1se positions and Vurged the African PDAs to s.eek out practicalI 
training programs and to 'work towardts thce setting up of Institutions which' 
could 'provide a long- term resource base for' such programs. The Conference 
also suggested the' utilizati'on of existing Councils of PDAs as a means for 
coordinating PDA efforts and 'for, sharing Information and" lessons' from 
experience. , ,,'''F 

tu have a major educational role to'. playwere seen .PDA 

in African societies where they are positioned to servejas aii educational 
link->bntween African. peoplos' aspirations';and -policymakers and donors. 
International PDAs. wore called upon to improve' theiri'edu~cational role in 
their. home. communities and vis-a-vis various donor agencies in 
industrialized countries. They must emphasize the'long-term needs of Africa 
~and the determination of Africans' themselves' to confront their owncouldeou
 
development challenges.' -- ~ 

-, The Aga Khan and' others put much emphasis on the rieed~ for the, 
voluntary seetor to increase its management capabilities 'especially as it' 
is given more' responsibility for implementation of development projects. 
Though somei parts f the voluntary sector are already wall managed, others 

need help to become more , nffectve and efficient. This was seen as a 
particular area where bus1in'ss, could assist, PDAs since it is assumed that a 
major business strngth is its managers.' ' 
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Asa p aclr Icn ~o Iu ion to ch.~s li e to'6ga Ie ski 1s njd, as7a
 
iway of furthering communication aid mutual undertandingO ,inong managers in
 
governIment busines sz'd'PDAs ~t eAga, Khlan.proposed the, eIstabl.I shment, .oIf'a "
 
noiw faCUILy._of, th ihn nv ity which,, ,he said,, would -1resp t~42A 

challenge, of managemen ratanager ofthe anemt:.'for'qaiy,. Tefcly Deveopm ent,~b 
Policy, and 'Management would "-train managers'of social welfare instituions
 

*vand~services as well as managers' for business. and civil -services1 and would 
be:. of 'the needs 'of 'social f[it] beuly-cognizanIt the sertor. would 

f inked' directly to particular ins~titutions~ that could serve as learning~4 -. 
',labora~tories, and field training centers" thus, making an, effectivei'iii« 
I combination of technical training and :learning about :the ;developmentj: 

0ces:The Conference parti.i~pants noted, this proposal' with approval.~ 

SOCIAL RESPONSIBILITY ' 1'' j;,, 

One of the major points which was repeated again and a gain drn
 
the Conference dialogues was the fact that though governments havean
 

obligation to be tne primary force in developing their~ societies, they'
 
cannot accomplish this alone. Any group which'expects to' be able to benefit
 
fromi a successful development process must also be 'willing~ to 'make a~~
 
conLributn to that proces ros,
 

The concept of social responsibility is.one.which, to somedegree
 
at least, has become a regular part of doing business in industrialized
 
countries -where major. corporations. have St Up philanthropLc foundations
 

or grant-making uffices to demonstrate' their commitment, to the communities
 
In which they do business. The Conference recommends tile creation of
 
similar endeavors in African Countries - 'both Iby intern~ational' and
 
'indi9enous business. 'The African governments can play a leading"'role 'in
 
encouraging' this type 'of bahaior.- through dialogue with business about
 

potential areas where their resources,'could most aprpitl eue.The
 
Conference was, 'however, quite firm In its. conviction' that strict liegal,
 
codes" imposing socially responsible' behavior on the business community ,
 

would be counterproductive and, alienating, A proposal was put 'for'ward, ~
 
however, to ask the UN Economic Commission 'for Africa to study and'help
 
promote a code of ethics, on business'practices in Africa. The challenge'is
 
really to demonstrate to private business' that' it is'a matter of their own
 
self-interest to find imaginative and constructive ways of contributing'to w
 
Africa's social and economic development. "'''
 

Policy proposals for implementing this' concept of social
 
responsibility provided ideal opportunities for collaboration 'between
 

+
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'conferenceunder 'way were' presented by participants. This exchange of
 
information - in and out of formal: Conference sessions - was certainly' one
 
of 1'the main contributions of the' Conference and* demonstrated that
 
cooperation is,possible" where the 'three sectors are able to agree on a
 
socially acceptable approach to development.
 

'''The examples cited 'included the case study of the Americani' PDA
 
Africaro which 'has 'collaborated with 'the Pharmaceutical' Manufacturers
 
tAosociation'and the Governments of the'Gam~bia and Sierra Leone in order to
 
provide improved' distribution of medicines in 'those 'countries. 
-Also
 
mentioned was Massey,-Ferguson 's decision to 'rehabilitate' the tractor fleet
 
in'Mozambique rather than'.seeking, to sell new equipmentto:a governmentw
 
desperately short" of 'funds.' In Kenya, business has spotd'efhl
 
efforts through; the community-based Iarambee movement,. '' " ''"''
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At excellent symbol or such coperacion was"tile' opening, durin 
~1" ''ti Conference, -of ItheLnew Le.ather Industries iof Kenya Limited' 0LI0 plant, 

in Thika- This aS been hailed a model'ofi ecological planning,.~"~"~hroje as 
technology transfer and cooperation among local and national governments,, 
thle private 5sector and interriat~ional non-profit institutions. The equity 
and loan .capital was supplied by thirteen sponsors including the-Aga Khian 
Fund for Economic D velopment, the 'FC, USAID, German, Belgian .and Dutch 
investment companies mnd; a Belgian .company. involved in the' tanning
industry. :The local sponsors included, the Development Finance Company of 

Keaya t1 he East'?African Dove lopqjqnL Aink,,jthe Standard Bank Group and 
three' local affiliates~ of the' Aga Khan" Fund. ' Several- 'Kenyan 'national"''~" 
government departments and local councils cooperated in the proj ect, 

The new plant is expected to provide employment for loal workers,
 
considerable foreign' exchange earnings, a market for the Kenyan livestock 
industry, and technical *'training for Kenyan workers -- all clearly. a 
subntantial contribution to 'the social and economic, development of Kenya. 
Potential' models* of' cooperation such as' this 'should bef.publicized and 
discussed by 'groups wishing to promote 'replication in 'their own countries 
or regions.0 

.FOLLOW UP TO PROMOTE AN ENABLING ENVIRONMENT '' 

Thle concept of an enabling environment for the private sector in 
'Africa struck a constructive and positive chord among the participants at 
the Nairobi Conference. The discussion' brought: out the importance of 
providing the' conditions'. necessary to allow each individual to achieve his 
or her' potential and the complimentary dimension of the interdependence of 
the govertment, business and PDA sectors in achieving successful social and 
economic development In Sub'.SAharan Africa. Strong beginnings' were made in 
the "building of bridges aMOng these three sectors through open, broad­
ranging discussion as woll as consideration of some specific proposals. 

It now remains for the sponsors and participants to take the
 
process forward by stimulating further dialogue and action, in their 
national environmnns. At the conclusion of the Conference, there were 
strong indications that at, least some of the' participants 'had 'already made 
arrangements "to follow-up With' their colleagues once 'they return home., The 
Nigerians,. tile British and others had definite' plans, to, pursue' specific 
policy action - includIng the, possible formation of national couni ls for 
consultation among the three, sectors. 

The organization of African Unity and the UN Economic Commission 
for Africa are well placed to give' b'oth political impetus, and' specific 
policy input. The international and national media offered good'coverage of 
he Conference and have been 'ased to sustain their interest in 'African 
development. ''" 
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