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Agency for International Development 
Washington, D.C. 20523 

ACTION MEMORANDUM FOR THE ACTING ASSISTANT ADMINISTRATOR FOR 
AFRICA BUREAU - 

THROUGH: AFR/PD, Timothy Bo 

FROM: AAA/AFR/MDI, 
b 

SUBJECT: Foreign Investment Advisory Service (FIAS) - 698-0528 
Problem: Your approval is requested for a life-of-project 
grant of $2,100,000 to the International Finance Corporation 
(IFC) for'use by the Foreign Investment Advisory service (FIAS) 
for activities in Africa. The grant is to be disbursed in 
three annual tranches of $700,000, beginning in FY 1989. 

Discussion: Despite considerable natural resources, 
Sub-Saharan Africa has experienced very slow economic 
development. Industrial expansion has been sluggish and much 
existing capacity stands idle as a consequence of scarcities of 
imported inputs, uncompetitive industrial structures and 
generally depressed market conditions. Agricultural output has 
not kept pace with population growth, and until recently, 
imports of foodstuffs have been filling an increasing 
proportion of the region's needs. 

To cover persistent deficits in their balance of payments, most 
African countries have incurred substantial foreign debt. The 
servicing of official and commercial external obligations is 
absorbing an increasing proportion of export earnings and has 
begun to more than off-set new aid inflows. Foreign direct 
investment has continued to decline in real terms, and new 
investment inflows have been negligible for most countries, 
except for the oil and mining sectors. As a consequence, and 
in recognition of the past failures of public policy, major 
economic recovery and structural adjustment programs have been 
initiated in about 30 African countries, directed towards 
greater reliance on market forces and upon the private sector. 
The success of these reforms will ultimately hinge on a 
significant resumption of productive investment, especially of 
private investment, a major share of which must come from 
abroad. To be successful, African countries must be able to 
attract, on acceptable terms, the necessary inputs of foreign 
technology, through an infusion of foreign manufacturing, 
management and marketing know-how. 

To assist in this formidable task, this project provides 
funding to supplement resources from a variety of donors to 
support FIAS's African investment advisory service program. 
Major objectives on behalf of client countries are to 1) 
streamline and reorient the regulatory environment to allow 
market forces to operate more effectively, and 2) expand the 



capability of recipient governments in the areas of investment 
promotion and investor services. 

Brief Project Description - The grant to IFC/FIAS under this 
project will be part of a larger multilateral resource base 
which permits FIAS to undertake investment advisory missions in 
selected developing countries. A.I.D. funding will be used to 
finance FIAS missions in Africa, but will not be associated 
with specific countries since it constitutes only a part of 
FIASts budget for these activities. However, despite the lack 
of specific attribution, with funding,provided by A.I.D. under 
this project, FIAS will be able to undertake approximately 20 
technical missions to countries in Sub-Saharan Africa to assist 
governments of the region to improve the climate for foreign 
and domestic private investment. By providing technical 
assistance and information to receptive governments and 
regional institutions, the project seeks to produce a more 
attractive investment climate and improved investment 
opportunities in participating Sub-Saharan countries through 
government policy actions aimed at attracting foreign 
investment. 

Relation of Project to A.I.D. Strategy : A major policy of 
A.I.D. is to encouraqe developing countries to rely more on - - 
competitive markets,-trade, and private enterpriseVto support 
broadly-based economic growth and meet the basic needs of their 
people. The Africa Bureau views this fostering of 
market-oriented private sector activity as a key to achievement 
of sustainable growth on that continent. A vigorous and 
growing private sector and an expanding middle class also 
provide the best sources of large-scale employment 
opportunities and offer the best hope of improving local 
investment climates, which will induce greater indigenous and 
foreign investment in African economies. 

Beneficiaries: Although many segments of the economy will 
benefit from investment arising out of FIAS activities, the 
creation of jobs is perhaps the most important result of 
foreign investments in social terms. Those benefitting most 
from the activities of FIAS are the employees of the companies 
created directly by the investments, as well as the small local 
companies which almost invariably grow up around important 
foreign investments by providing local inputs, services, 
marketing, etc. In individual terms, beneficiaries include 
local managers, foremen, skilled technicians, clerical workers 
and laborers of all kinds. 

Major P ro j ec t  Outputs: 1) Participating African governments 



-1 develop a capacity to analyze and assess their investment 
~ironment and to revise their regulatory standards, based on 

,rket factors; 2) An improved policy framework will be 
  eloped by assisted countries through new or improved 
~estment codes; 3) The legal, financial and administrative 
xess of initiating foreign investments will become more 

* Zicient, faster and less burdensome. 

Implementation Arrangements: As the project will be buying 
to an ongoing program of a public international organization, 
2 rules and procedures will be followed regarding 
ocurement, management, audits and evaluations.. Since 
dividual FIAS country reports to governments are confidential 
d contain very candid assessments, they are not circulated to 
nors. However, continuous monitoring will be provided by 
R/MDI, which will receive informal feedback on country 
ssions and the status of action by governments on FIAS 
commendations. Furthermore, written quarterly and annual 
.ports will be submitted to AFR/MDI by FIAS. In addition, a 
~rrnal evaluation is required under the terms of the UNDP grant 
I FIAS, covering the overall FIAS program. The successful 
~mpletion of this evaluation, to be undertaken in the first 
,lf of CY 1990, will be a Condition Precedent to disbursement 
i the second tranche of the A.I.D. grant in FY 1990. 

Committee Action and Findings: The Project Committee met on 
2ptember 1, 1989 under the Chairmanship of AFR/PD Deputy 
irector Kevin Kelly, to review the Project Paper prepared by 
?R/MDI. Concerns centered around 1) the lack of an evaluation 
i the FIAS operation to date and the resulting difficulty in 
ssessing how effective FIAS has been in achieving its 
~jectives; and 2) disbursement procedures and related 
ocumentation. Discussion and resolution of these concerns are 
ummarized below. Based on the straightforward nature of the 
roject and the absence of outstanding issues, the Chairman 
etermined that an ECPR review was not necessary. 

. A major external evaluation of FIAS is scheduled early in CY 
990 to meet requirements of the UNDP, which is a major donor. - covenant to the A.I.D. grant stipulates that AFR/MDI will 
eview the scope of work of this evaluation to ensure that 
- 1 . D .  interests are covered with respect to the African 
lrogram. The completion of a satisfactory evaluation is a 
:ondition precedent to the disbursement of the second tranche 
)f the A.I.D. grant. It is the view of AFR/MDI, which the 
:ommittee supported, that the operational accomplishments of 
'IAS to da t e ,  summarized in Annex B of the Project Paper, 
justify sufficient confidence in FIAS1s overall capability to 



ase t h e  i n i t i a l  t r a n c h e  o f  $700,000,  which  i s  b a d l y  n e e d e d  
. a i n t a i n  t h e  momentum g a i n e d  by FIAS a l r e a d y  i n  s e v e r a l  
c a n  c o u n t r i e s .  An A . I . D .  c o n t r i b u t i o n  t o  F I A S ' s  A f r i c a  

- ; r a m  is s e e n  as a  c a t a l y s t  t o  e n c o u r a g e  o t h e r  d o n o r s  which  
i e x p r e s s e d  i n t e r e s t  i n  a s s i s t i n g  FIAS. 

.:he d i s b u r s e m e n t  mechanism p r o p o s e d  i s  t h e  a n n u a l  
~ u r s e m e n t  o f  e a c h  $700,000 t r a n c h e  i n t o  t h e  i n t e r e s t - b e a r i n g  
; T r u s t  Fund,  w i t h  t h e  i n t e r e s t  e a r n e d  t o  b e  r e t u r n e d  t o  
. D .  T h i s  p r o c e d u r e  is  d i f f e r e n t  f r o m  t h e  a r r a n g e m e n t  f o r  
?r  c u r r e n t  A . I . D .  g r a n t s  t o  I F C ,  which  a r e  i n  t h e  fo rm of  
l s u r y  Let ters  o f  C r e d i t ;  u n d e r  t h i s  mechanism, IFC r e q u e s t s  
ils f rom i t s  bank t o  meet immedia te  o p e r a t i o n a l  n e e d s  and  
3 i v e s  c a s h  w i t h i n  t h r e e  d a y s  t h r o u g h  t h e  T r e a s u r y  Le t te r  o f  
lit. The s i n g l e  a n n u a l  d i s b u r s e m e n t  p r o c e d u r e  p r o v i d e s  FIAS 
1 g r e a t e r  f i n a n c i a l  f l e x i b i l i t y  and  q u i c k e r  access t o  i t s  
3s w i t h  less paperwork .  The p rob lem of w i n d f a l l  i n t e r e s t  
9 i n g s  by t h e  g r a n t e e  i s  a v o i d e d  by r e t u r n i n g  a l l  i n t e r e s t  
ned t o  A . I . D .  Both t h e  A I D / F M  Cash  Management and  Payment 
ice and t h e  I F C  a c c o u n t i n g  d e p a r t m e n t  h a v e  c o n c u r r e d  i n  t h e  
d a l  d i s b u r s e m e n t  mechanism. Annual  d i s b u r s e m e n t s  would b e  
g g e r e d  by n o t i f i c a t i o n  by MDI t h a t  t h e  g r a n t e e  h a s  met a l l  
l i c a b l e  c o n d i t i o n s  p r e c e d e n t  t o  d i s b u r s e m e n t  f o r  t h a t  
nche  . 
C o n d i t i o n s  a n d  C o v e n a n t s :  S e v e r a l  c o n d i t i o n s  and  c o v e n a n t s  
e b e e n  i n t r o d u c e d ,  a imed a t  a s s u r a n c e  t h a t  FIAS w i l l  f o l l o w  
a n n u a l  w o r k p l a n  f o r  A f r i c a n  a c t i v i t i e s ;  t h a t  FIAS h a s  made 
q u a t e  b u d g e t  p r o v i s i o n s  f o r  i t s  A f r i c a  program; a n d  t h a t  
S ' s  o p e r a t i o n s  w i l l  b e  f o r m a l l y  e v a l u a t e d  b e f o r e  t h e  s e c o n d  
nche  of t h e  A . 1  .D .  g r a n t .  D i s b u r s e m e n t  p r o c e d u r e s  and 
~ o r t i n g  r e q u i r e m e n t s  a r e  a l s o  a d d r e s s e d .  F o r  t h e  f u l l  t e x t  
t h e  C o n d i t i o n s  P r e c e d e n t  and  C o v e n a n t s ,  see t h e  a t t a c h e d  

) jec t  A u t h o r i z a t i o n  o r  S e c t i o n  V.D. o f  t h e  P r o j e c t  P a p e r .  

O t h e r  Concerns :  An I n i t i a l  E n v i r o n m e n t a l  E x a m i n a t i o n  
- i t e g o r i c a l  E x c l u s i o n )  h a s  been  a p p r o v e d  by t h e  Bureau 

. i r o n m e n t a l  O f f i c e r  and c o n c u r r e d  i n  by GC/AFR. 

a g r a n t  t o  a P u b l i c  I n t e r n a t i o n a l  O r g a n i z a t i o n ,  Gray 
?ndment t a r g e t s  a r e  n o t  a p p l i c a b l e .  However, F I A S  will 
~ o r t  t o  MDI on  t h e  u s e  of U . S .  c o n s u l t a n t s  and  f i r m s  i n  
~ d u c t i n g  i t s  o p e r a t i o n s .  

w a i v e r s  a r e  a p p l i c a b l e  t o  t h i s  p r o j e c t .  

I.D. p r o j e c t  management r e s p o n s i b i l i t y  r e s t s  w i t h  Warren 
i n s t e i n ,  AAA/AFR/MDI, or  h i s  designee. 



Congressional Notification was submitted on September 13, 
489 and will expire on September 27, 1989. 

?commendation: That you approve this project and sign the 
ltached Letter of Agreement. 
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I .  BACKGROUND AND RATIONALE 

A.  N a t u r e  o f  t h e  P rob lem 

D e s p i t e  c o n s i d e r a b l e  n a t u r a l  resources, Sub-Saharan A f r i c a  h a s  
e x p e r i e n c e d  v e r y  s l o w  economic  g r o w t h .  Even a f t e r  s e r i o u s  
deve lopment  e f f o r t s  by A f r i c a n  g o v e r n m e n t s  and  t h e  i n t e r n a t i o n a l  
d o n o r  community, d e v e l o p m e n t  i n  many c o u n t r i e s  h a s  g i v e n  way t o  
s t a g n a t i o n  o r  r e t r o g r e s s i o n .  P e r  c a p i t a  income h a s  b e e n  l e v e l  o r  
d e c l i n i n g  i n  t h e  m a j o r i t y  o f  A f r i c a n  c o u n t r i e s  o v e r  t h e  p a s t  
d e c a d e  and i n  many c a s e s  i s ,  i n  r e a l  t e r m s ,  be low l e v e l s  e x i s t i n g  
a t  i n d e p e n d e n c e  i n  t h e  1 9 6 0 ' s .  I n d u s t r i a l  e x p a n s i o n  h a s  b e e n  
s l u g g i s h  and much e x i s t i n g  c a p a c i t y  s t a n d s  i d l e  a s  a  c o n s e q u e n c e  
of  s c a r c i t i e s  o f  i m p o r t e d  i n p u t s ,  u n c o m p e t i t i v e  i n d u s t r i a l  
s t r u c t u r e s  and  g e n e r a l l y  d e p r e s s e d  m a r k e t  c o n d i t i o n s .  
A g r i c u l t u r a l  o u t p u t  h a s  n o t  k e p t  p a c e  w i t h  p o p u l a t i o n  g rowth ,  and  
u n t i l  r e c e n t l y ,  i m p o r t s  o f  f o o d s t u f f s  h a v e  been  f i l l i n g  a n  
i n c r e a s i n g  p r o p o r t i o n  o f  t h e  r e g i o n ' s  n e e d s .  

D e s p i t e  a t t e m p t s  t o  m o b i l i z e  d o m e s t i c  r e s o u r c e s  t h r o u g h  m o n e t a r y  
and  f i s c a l  p o l i c i e s ,  d o m e s t i c  s a v i n g s  r a t i o s  h a v e  d ropped  i n  many 
c o u n t r i e s .  E x p o r t s  have  l a n g u i s h e d ,  and  t h e  r e g i o n ' s  s h a r e  o f  
w o r l d  t r a d e  h a s  s h r u n k .  To c o v e r  p e r s i s t e n t  d e f i c i t s  i n  t h e i r  
b a l a n c e  o f  payments ,  most  A f r i c a n  c o u n t r i e s  have  i n c u r r e d  
s u b s t a n t i a l  f o r e i g n  d e b t .  The s e r v i c i n g  o f  o f f i c i a l  and 
c o m m e r c i a l  e x t e r n a l  o b l i g a t i o n s  i s  a b s o r b i n g  a n  i n c r e a s i n g  
p r o p o r t i o n  o f  e x p o r t  e a r n i n g s  and h a s  begun t o  more t h a n  o f f - s e t  
new a i d  i n f l o w s .  The o v e r a l l  f l o w  o f  c o n c e s s i o n a l  e x t e r n a l  
a s s i s t a n c e  h a s  d e c l i n e d  s l i g h t l y  i n  r e a l  t e r m s  i n  t h e  1 9 8 0 ' s  a f t e r  
r i s i n g  s h a r p l y  i n  t h e  1 9 7 0 ' s .  N e w  medium- and l o n g - t e r m  
commerc ia l  c r e d i t s  a r e  g e n e r a l l y  n o t  b e i n g  e x t e n d e d  t o  t h e  r e g i o n ,  
and  e v e n  s h o r t - t e r m  t r a d e  c r e d i t  i s  d i f f i c u l t  t o  o b t a i n  and 
e x p e n s i v e .  F o r e i g n  d i r e c t  i n v e s t m e n t  h a s  c o n t i n u e d  t o  d e c l i n e  i n  
r e a l  t e r m s ,  and new i n v e s t m e n t  i n f l o w s  have  been  n e g l i g i b l e  f o r  
most  c o u n t r i e s ,  e x c e p t  f o r  t h e  o i l  and m i n i n g  s e c t o r s .  

A s  a  c o n s e q u e n c e ,  and i n  r e c o g n i t i o n  o f  t h e  p a s t  f a i l u r e s  o f  
p u b l i c  p o l i c y ,  m a j o r  economic  r e c o v e r y  and s t r u c t u r a l  a d j u s t m e n t  
p r o g r a m s  have  been  i n i t i a t e d  i n  most  c o u n t r i e s  i n  t h e  r e g i o n .  
About  30 c o u n t r i e s  h a v e  begun m a j o r  economic  r e f o r m s  d i r e c t e d  
t o w a r d s  g r e a t e r  r e l i a n c e  on  m a r k e t  f o r c e s  and  upon t h e  p r i v a t e  
s e c t o r .  The s u c c e s s  of  t h e s e  r e f o r m s  w i l l  u l t i m a t e l y  h i n g e  o n  a  
s i g n i f i c a n t  r e s u m p t i o n  o f  p r o d u c t i v e  i n v e s t m e n t ,  e s p e c i a l l y  o f  
p r i v a t e  i n v e s t m e n t ,  from b o t h  f o r e i g n  and d o m e s t i c  s o u r c e s .  

I f  t h e  r e g i o n ' s  deve lopment  o b j e c t i v e s  a r e  t o  be a c h i e v e d ,  a n  
i n c r e a s e d  f l o w  of f o r e i g n  d i r e c t  i n v e s t m e n t  w i l l  be n e e d e d ,  n o t  
o n l y  t o  augment t h e  d w i n d l i n g  p o o l  o f  d o m e s t i c  c a p i t a l ,  but a l s o  
t o  a t t r a c t ,  o n  a c c e p t a b l e  t e r m s ,  t h e  n e c e s s a r y  i n p u t s  of f o r e i g n  
t e c h n o l o g y ,  a s  well a s  a n  i n f u s i o n  o f  f o r e i g n  m a n u f a c t u r i n g ,  
management and m a r k e t i n g  know-how. However, i n  t h e  1 9 8 0 1 s ,  
f o r e i g n  d i r e c t  i n v e s t m e n t  i n  t h e  r e g i o n  a p p e a r s  t o  have  d e c l i n e d  
i n  a g g r e g r a t e  t e r m s  t o  w e l l  be low $1.0 b i l l i o n  p e r  y e a r ,  and 
c o n s i s t s  m a i n l y  o f  o i l  and mining investments and r e l a t e d  



r e i n v e s t e d  e a r n i n g s .  Sub-Saharan A f r i c a ' s  s h a r e  o f  t h e  s t o c k  o f  
g l o b a l  f o r e i g n  d i r e c t  i n v e s t m e n t  h a s  c o n t i n u e d  t o  d e c l i n e ,  
h a v i n g  a l r e a d y  a b o u t  h a l v e d  be tween  1960 and 1980 t o  l e s s  t h a n  
2 .5  p e r c e n t  o f  t h e  g l o b a l  t o t a l .  Sub-Sahara  A f r i c a  c u r r e n t l y  
a c c o u n t s  f o r  less t h a n  1 0  p e r c e n t  o f  b o t h  t h e  a n n u a l  f l o w  and  
t o t a l  s t o c k  o f  f o r e i g n  i n v e s t m e n t  i n  d e v e l o p i n g  c o u n t r i e s .  

I t  i s  ev iden t  t h a t  t h e  r e g i o n ,  w i t h  i t s  r a n g e  o f  i n v e s t m e n t  
o p p o r t u n i t i e s ,  h a s  n o t  t a k e n  a d v a n t a g e  o f  t h e  f u l l  p o t e n t i a l  o f  
f o r e i g n  d i r e c t  i n v e s t m e n t .  Al though  a number o f  c o u n t r i e s  have  
t a k e n  s t e p s  t o  s t r e n g t h e n  t h e i r  c a p a c i t i e s  t o  a t t r a c t  f o r e i g n  
d i r e c t  i n v e s t m e n t  (more  t h a n  20 c o u n t r i e s  have  r e v i s e d  t h e i r  
i n v e s t m e n t  c o d e s  i n  t h e  p a s t  few y e a r s  and  o t h e r s  p u r s u i n g  
s t r u c t u r a l  a d j u s t m e n t  a r e  a l s o  p r e s e n t l y  r e v i s i n g  t h e i r  
l e g i s l a t i o n ) ,  much r e m a i n s  much t o  b e  d o n e  i n  e s t a b l i s h i n g  
a p p r o p r i a t e  p o l i c y ,  r e g u l a t o r y  and i n s t i t u t i o n a l  f r ameworks  and 
p r o m o t i o n a l  mechanisms t o  maximize  t h e  c o n t r i b u t i o n  of  s u c h  
f l o w s .  

The g o v e r n m e n t s  o f  t h e  r e g i o n  l a c k  e x p e r i e n c e  w i t h ,  and 
u n d e r s t a n d i n g  o f ,  t h e  mechanisms o f  t h e  f r e e  m a r k e t  a n d  t h e  
p o l i c y  and r e g u l a t o r y  f r ameworks  needed  t o  a c h i e v e  t h e  p r o m i s e  
o f  economic  d e v e l o p m e n t  t h r o u g h  p r i v a t e  e n t e r p r i s e .  O u t s i d e  
a s s i s t a n c e  i s  d e s i r a b l e  t o  i n v e n t o r y  t h e i r  e x i s t i n g  p o l i c y  
e n v i r o n m e n t ,  a n a l y z e  t h e  i m p l i c a t i o n s  o f  t h e  p o l i c y  reg ime  f o r  
f o r e i g n  and d o m e s t i c  i n v e s t m e n t s ,  and d e s i g n  s y s t e m s  and 
p r o c e d u r e s  which w i l l  make t h e i r  c o u n t r i e s  more a t t r a c t i v e  t o  
e x t e r n a l  i n v e s t o r s .  

B .  T h e  B u r e a u ' s  Response  t o  t h e  P rob lem 

A major  p o l i c y  o f  A . I . D .  i s  t o  e n c o u r a g e  d e v e l o p i n g  c o u n t r i e s  t o  
r e l y  more on c o m p e t i t i v e  m a r k e t s ,  t r a d e ,  and  p r i v a t e  e n t e r p r i s e  
t o  s u p p o r t  b r o a d l y - b a s e d  economic  g r o w t h  and  meet t h e  b a s i c  
n e e d s  o f  t h e i r  p e o p l e .  The A f r i c a  Bureau v i e w s  t h i s  f o s t e r i n g  
o f  m a r k e t - o r i e n t e d  p r i v a t e  s e c t o r  a c t i v i t y  a s  a  key t o  
a c h i e v e m e n t  o f  s u s t a i n a b l e  g rowth  on  t h a t  c o n t i n e n t .  

A v i g o r o u s  and  g rowing  p r i v a t e  s e c t o r  and  a n  e x p a n d i n g  m i d d l e  
class a l s o  p r o v i d e  t h e  b e s t  s o u r c e s  o f  l a r g e - s c a l e  employment 
o p p o r t u n i t i e s  and o f f e r  t h e  b e s t  hope o f  i m p r o v i n g  l o c a l  
i n v e s t m e n t  c l i m a t e s ,  which  w i l l  i n d u c e  g r e a t e r  i n d i g e n o u s  and  
f o r e i g n  i n v e s t m e n t  i n  Af r i c a n  e c o n o m i e s .  

A l l  p a r t s  of t h e  A f r i c a  Bureau a r e  i n v o l v e d  i n  c a r r y i n g  o u t  t h i s  
p o l i c y  t h r o u g h  s t r a t e g i e s ,  p rograms ,  a n d  p r o j e c t s  r e l a t e d  t o  t h e  
p a r t i c u l a r  s i t u a t i o n s  of t h e  r e c i p i e n t  c o u n t r i e s .  I n  t h e  
f o r e f r o n t  i s  t h e  O f f i c e  of Market  Development and  I n v e s t m e n t  
( A F R / M D I ) ,  whose p r i m a r y  g o a l  i s  t h e  p r o m o t i o n  o f  t h e  p r i v a t e  
s e c t o r  and  economic  g rowth  t h r o u g h  p r i v a t e  i n v e s t m e n t .  

The Bureau c o n d u c t s  t r a d i t i o n a l  a c t i v i t i e s  s u c h  a s  s u p p o r t  t o  
deve lopment  banks  and c r e d i t  i n s t i t u t i o n s ,  t r a i n i n g  programs, 
a n d  p r i v a t e  s ec to r  p o l i c y  reforms l inked t o  commodity impor t  



programs. In  add i t i on ,  i t  has a l s o  moved i n t o  new a rea s  of 
p r i v a t e  s ec to r  suppor t ,  such a s  p r i v a t i z a t i o n  and d i v e s t i t u r e  of 
p a r a s t a t a l  companies, f i n a n c i a l  markets development, promotion of 
informal markets and microen te rpr i se ,  venture c a p i t a l ,  t r ade  
processing zones, debt f o r  equ i ty  swaps and promotion of fo re ign  
investment i n  Afr ica .  A c t i v i t i e s  i n  these  new a r e a s  have been 
i n i t i a t e d  by AFR/MDI and a r e  usua l ly  undertaken i n  cooperat ion 
w i t h  o ther  o rgan iza t ions  such a s  the  Overseas P r iva t e  Investment 
Corporation,  the Trade and Development Program, the I n t e r n a t i o n a l  
Finance Corporation and o t h e r s .  In  f a c t ,  a  major ob j ec t i ve  of 
AFR/MDI  i s  t o  i n t e r e s t  these  o rgan iza t ions ,  which now d i r e c t  most 
of t h e i r  a t t e n t i o n  t o  Asia and Lat in  America, i n  devoting g rea t e r  
resources  t o  Afr ica .  

C .  The Object ives  of FIAS 

The Foreign Investment Advisory Service  ( F I A S ) ,  a  j o i n t  program of 
the I n t e r n a t i o n a l  Finance Corporation ( I F C )  and the  M u l t i l a t e r a l  
Investment Guarantee Agency ( M I G A ) ,  a s s i s t s  member coun t r i e s  of 
the  I F C  and M I G A  t o  improve the  po l icy ,  regu la tory  and 
i n s t i t u t i o n a l  environment f o r  fo re ign  p r i v a t e  investment. FIAS 
shares  many of the same goa ls  and o b j e c t i v e s  a s  the  Africa Bureau 
of promoting p r i v a t e  e n t e r p r i s e  development i n  Afr ica .  The F I A S  
program i s  s p e c i f i c a l l y  focused on fo re ign  investment and the 
mobi l i za t ion  of fo re ign  i npu t s .  Like A . I . D . ,  F I A S 1 s  Africa 
Program includes  p a r t i c u l a r  emphasis on 1) s t reamlining and 
r eo r i en t ing  the regu la tory  environment t o  al low market fo r ce s  t o  
opera te  more e f f e c t i v e l y ,  and 2 )  bu i ld ing  up the  c a p a b i l i t i e s  of 
cooperat ing governments i n  the a r e a s  of investment promotion and 
inves tor  s e r v i c e s .  

F I A S ,  o f t e n  working d i r e c t l y  w i t h  host  country i n s t i t u t i o n s  a s  
p a r t  of a  l a r g e r  team including World Bank and I F C  expe r t s ,  
examines the investment c l imate ;  eva lua t e s  fo re ign  investment 
p o l i c i e s ,  r egu la t ions ,  procedures, and p rac t i ce s ;  and a s s i s t s  
l o c a l  i n s t i t u t i o n s  i n  improving t h e i r  c a p a b i l i t i e s  t o  a t t r a c t  and 
maintain fo re ign  investments.  Since i t s  es tabl ishment  i n  1986, 
F I A S 1 s  opera t ions  have grown rap id ly ,  e s p e c i a l l y  i n  1988, when 11 
advisory p r o j e c t s  were completed i n  1 2  coun t r i e s  i n  Asia (China, 
Bangladesh, Indonesia,  Malaysia, Ph i l i pp ines ,  Thailand and Papua 
New Guinea),  and Af r i c a  (Guinea, Kenya, Madagascar, Senegal and 
Togo). I n  1989, 1 6  t o  18 a d d i t i o n a l  p r o j e c t s  a r e  underway o r  
planned i n  a s  many coun t r i e s .  

Cable comments requested of African U S A I D  Missions revea l  
considerable  support  f o r  the e f f o r t s  of F I A S  t o  supplement A . I . D .  
i n i t i a t i v e s  i n  promoting p r i v a t e  investment i n  Afr ica .  W i t h  the 
support  and p r e s t i g e  of I F C ,  t h i s  m u l t i l a t e r a l  approach i s  seen a s  
a  p o s i t i v e  way t o  dea l  w i t h  s e n s i t i v e  i s s u e s  such a s  tax po l i cy  
and investment codes, where governments may be r e l u c t a n t  t o  accept  
U.S. invervent ions  d i r e c t l y .  
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11. PROJECT D E S C R I P T I O N  ' 

A.  P r o j e c t  Goal and Purpose 

The p r o j e c t  goal  is t o  increase  the p a r t i c i p a t i o n  of p r i v a t e  
fo re ign  investment i n  the  development process i n  Sub-Saharan 
Afr ica .  The p ro j ec t  purpose i s  t o  improve the  regu la tory  
environment i n  s e l ec t ed  African coun t r i e s  and t o  a s s i s t  
governments i n  planning and implementing programs t o  a t t r a c t  
f o r e ign  investment. 

B.  P ro j ec t  Outputs 

The gran t  t o  I F C / F I A S  under t h i s  p r o j e c t  w i l l  be p a r t  of a  
l a r g e r  m u l t i l a t e r a l  resource base which permits  FIAS t o  
undertake investment advisory missions i n  s e l ec t ed  developing 
coun t r i e s .  A . I . D .  funding w i l l  be used exc lus ive ly  t o  f inance 
missions i n  Afr ica ,  b u t  w i l l  not be assoc ia ted  with s p e c i f i c  
coun t r i e s ,  s i nce  i t  c o n s t i t u t e s  only a  p a r t  of F I A S ' s  budget f o r  
these  a c t i v i t i e s .  

However, d e s p i t e  the lack of s p e c i f i c  a t t r i b u t i o n ,  w i t h  funding 
provided by A.I.D. under t h i s  p ro j ec t ,  F IAS w i l l  be ab l e  t o  
undertake approximately 2 0  t echn ica l  missions t o  coun t r i e s  i n  
Sub-Saharan Afr ica  t o  a s s i s t  governments of the  region t o  
improve the c l imate  f o r  fo re ign  and domestic p r i v a t e  
investment,  By providing t echn ica l  a s s i s t a n c e  and information 
t o  recep t ive  governments and reg iona l  i n s t i t u t i o n s ,  the p ro j ec t  
seeks t o  produce a  more a t t r a c t i v e  investment c l imate  and 
improved investment oppor tun i t i e s  i n  p a r t i c i p a t i n g  Sub-Saharan 
coun t r i e s  through government pol icy  a c t i o n s  aimed a t  a t t r a c t i n g  
fo re ign  investment. 

The fol lowing ou tpu ts  a r e  expected t o  r e s u l t  from the  FIAS 
investment advisory missions.  

1. P a r t i c i p a t i n g  African governments w i l l  develop a  
capac i ty  t o  analyze and a s s e s s  t h e i r  investment environment on 
a n  ongoing b a s i s  and t o  r ev i se  t h e i r  regu la tory  s tandards ,  based 
on market f a c t o r s .  

2 .  An improved po l icy  framework w i l l  be developed by 
coun t r i e s  receiving a s s i s t a n c e  through the  i n t roduc t ion  o r  
refinement of investment codes. 

3 .  The l e g a l ,  f i n a n c i a l  and admin is t ra t ive  process of 
i n i t i a t i n g  fo re ign  investments w i l l  become more e f f i c i e n t ,  
f a s t e r  and l e s s  burdensome than is  c u r r e n t l y  the  case i n  
p a r t i c i p a t i n g  coun t r i e s .  

4 .  The understanding by a s s i s t e d  host  government agencies 
of t h e  investment ob j ec t i ve s  and ope ra t i ona l  methodologies of 
U.S. and  o ther  fo re ign  inves t ing  corpora t ions  w i l l  be enhanced. 

5 .  A n  improved capac i ty  w i l l  be developed by IFC/FIAS t o  
provide p r a c t i c a l  and e f f e c t i v e  investment advisory s e r v i c e s  t o  
African coun t r i e s .  



A . I . D .  f u n d s  p r o v i d e d  u n d e r  t h i s  p r o j e c t  w i l l  be u s e d  t o  expand 
t h e  A f r i c a  program o p e r a t i o n s  o f  t h e  F o r e i g n  I n v e s t m e n t  A d v i s o r y  
S e r v i c e .  FIAS, a s  a  p a r t  o f  t h e  World Bank g r o u p ,  a s s i s t s  
Sub-Saharan governments  w i t h  t e c h n i c a l  a s s i s t a n c e ,  t r a i n i n g  and  
i r , f o r m a t i o n  c o n c e r n i n g  t h e  ways and means o f  i n c r e a s i n g  f o r e i g n  
i n v e s t m e n t  i n  t h e i r  c o u n t r i e s .  

P r o j e c t  f u n d s  w i l l  make i t  p o s s i b l e  f o r  FIAS t o  i n c r e a s e  t h e  
number and  q u a l i t y  o f  i t s  c o u n t r y  m i s s i o n s  and  t o  expand  i t s  
t r a i n i n g ,  i n f o r m a t i o n - g a t h e r i n g  and d i s s e m i n a t i o n  a c t i v i t i e s  
w i t h  key r e g i o n a l  and  n a t i o n a l  i n s t i t u t i o n s .  A . I . D . ' s  
c o n t r i b u t i o n  would e n a b l e  FIAS t o  u n d e r t a k e  a b o u t  20 c o u n t r y  
m i s s i o n s  a t  a n  a v e r a g e  c o s t  o f  r o u g h l y  $100,000,  p l u s  s u p p o r t i v e  
s t u d i e s  o r  c o n f e r e n c e s  o n  i s s u e s  o f  common i n t e r e s t  i n  t h e  
A f r i c a  r e g i o n .  A c o u n t r y  p r o j e c t  t y p i c a l l y  i n v o l v e s  a n  
e x p l o r a t o r y  m i s s i o n  v i s i t  by FIAS s t a f f ,  f o l l o w e d  by a two o r  
t h r e e - p e r s o n  m i s s i o n  t o  t h e  c o u n t r y  i n  q u e s t i o n ,  w i t h  s i m i l a r ,  
s h o r t e r  v i s i t s  t o  p r e s e n t  t h e  program t h r o u g h  workshops ,  e t c .  
V a r i a t i o n s  o n  t h i s  c o n c e p t  i n c l u d e  t r a v e l  o f  c o u n t r y  o f f i c i a l s  
t o  o t h e r  s i t e s  t o  p a r t i c i p a t e  i n  FIAS s e m i n a r s  and c o n f e r e n c e s  
o r  workshops  t a i l o r e d  t o  t h e  c o u n t r y ' s  n e e d s ;  f o r  example ,  
s e m i n a r s  t o  r e v i s e  i n v e s t m e n t  c o d e s .  C o s t s  c o m p r i s e  m a i n l y  
s t a f f  and  c o n s u l t a n t s '  t i m e ,  t r a v e l ,  p u b l i c a t i o n s  and 
c o m m u n i c a t i o n s .  

W i t h i n  t h i s  c o n t e x t ,  FIAS m i s s i o n s  c o n c e n t r a t e  on  a  s e r i e s  o f  
a c t i o n s  summarized a s  f o l l o w s :  

- S t r e n g t h e n i n g  t h e  c o m p o s i t i o n  o f  FIAS' c o n s u l t i n g  and 
t e c h n i c a l  a s s i s t a n c e  m i s s i o n s  t o  c o o p e r a t i n g  c o u n t r i e s ;  

- P r o v i d i n g  a c t i v e  c l i e n t  c o u n t r y  and r e g i o n a l  i n s t i t u t i o n  
f o l l o w - t h r o u g h ,  c u r r e n t l y  c o n s t r a i n e d  by l i m i t e d  f u n d s ;  

- F i n a n c i n g  " s e c o n d  round"  work w i t h  c l i e n t  c o u n t r i e s ;  and 

- D e v e l o p i n g  a  more c o m p r e h e n s i v e  r e g i o n a l  program of  
workshops ,  round t a b l e s  and  i s s u e s  p a p e r s  on  key t o p i c s  o f  
common i n t e r e s t  t o  many c o u n t r i e s  as well a s  t o  
s u b - r e g i o n a l  and r e g i o n a l  i n s t i t u t i o n s  i n  A f r i c a .  



111. F I N A N C I A L  PLAN 

A .  The FIAS Budget  

FIAS i s  f u n d e d  by c o n t r i b u t i o n s  f rom i t s  p a r e n t  a g e n c i e s  ( I F C  
and M I G A ) ,  UNDP programs ,  c l i e n t  c o u n t r y  payments  and  
r e i m b u r s e m e n t s ,  and c o n t r i b u t i o n s  f rom donor  governments .  FIAS 
u s e s  a l l  of t h i s  income f o r  s u p p o r t  o f  i t s  d i r e c t - h i r e  s t a f f ,  
h i r i n g  o f  c o n s u l t a n t s ,  t r a i n i n g  p r o g r a m s ,  and r e l a t e d  program 
and  o p e r a t i o n a l  a c t i v i t i e s .  

The a c t u a l  and c u r r e n t l y  e s t i m a t e d  o v e r a l l  FIAS b u d g e t  f o r  
1988-92 i s  shown i n  t h e  f o l l o w i n g  t a b l e .  The p r o j e c t e d  b u d g e t  
f o r  Sub-Sahara  A f r i c a  i s  on  t h e  n e x t  p a g e .  

FIAS T o t a l  Budge t ,  1988 - 1992 
(F i sca l  Year  J u l y  1 - J u n e  3 0 )  

( i n  000 U . S .  $ 1  

A c t u a l  A c t u a l  - E s t i m a t e s -  
FY88 FY89 FY90 FY91 FY92 

SOURCES : 

C o n t r i b u t i o n s  f rom I F C  696  
C o n t r i b u t i o n s  from M I G A  - 
World Bank 6 6  
UNDP 4 3 7  
C l i e n t  Payments /  

Re imbursements  7 2  
A . I . D .  
T r u s t  Fund 10 - 
T o t a l  

USES: 

S a l a r i e s ,  t r a v e l  
c o n s u l t a n t s ,  t r a i n i n g ,  e t c .  

T o t a l  



W E  ..- S u b  - A f r i ~  
(US =O'S, current values) 

p e r  of Funds: Africa 

A. Country Tasks (# of projects) (7-8) (8-9) ( 9 )  ( 9 

Category 1' 
Category 2' 
Category 3" 
sundryk 

Sub-totals mi L?.a ua! ULl-2 

B. Regional Tasks 

Studies  130 320 340 360 
Conferences/workshops 300 160 340 360 
Teleconference preparaticn a@ 6.000 - - - - 

Sub-tstals a4 4&!% 6.80 720 

Total Uses Africa 1.430 Lhal u L ! ! J  L-U.5 

o: (Total FIAS Uses) 3.000 8.150 4.350 5.000 

Sources of  Funds: Africa 

UNDP 
Bilateral 
FIAS Trust Fund 
USAID 
Unidentified 

Total Sources UdQ P,630 Lk!2Q!l u.22 

One or two mission FIAS exercise costing about $50,000 (1989 values). 
Includes 3 !/2 projects: Togo I ,  Lesotho I ,  Senegal I;  possibly Guinea 11, 
Uganda I, Nigeria I. 
Unidentified ( 2  112 projects). 
Unidentified 3 projects. 
Two to three mission exercise costing about $100,003 (1989 values). 
Includes 3 1/2 projects :  Cameroon I, Madagascar I, Togo 11, Kenya 11. 
Unidentified 3 projects: possibly Cameroon 11,  Togo I1 (cont.), Lesotho I1 
(cont . I ,  Uganda I (cont .  1, Nigeria I (cont .). 
Larger promotional initiatives casting $150,000 o r  more, including the launching 
of new foreign investment promotion strategies. 
Launching of Lesotho I1 (or Ghana XI), 
Unidentified ( 3  projects): possibly Kenya 111, Ghana 11, Senegal 11. 
General administrative expenses of communications, translations , documentation, 
s t a f f  t r a i n i n g ,  e t c .  



I t  i s  i m p o r t a n t  t o  b e a r  i n  mind t h a t  A . I . D .  w i l l  be  o n l y  one  o f  
many s u p p o r t e r s  o f  FIAS and  t h a t  t h i s  g r a n t  c o n s t i t u t e s  o n l y  a  
r e l a t i v e l y  minor  p a r t  of  t h e  t o t a l  FIAS b u d g e t  ( a n d  a  somewhat 
l a r g e r ,  b u t  s t i l l  m i n o r i t y ,  s h a r e  o f  t h e  A f r i c a  B u d g e t ) .  
N e v e r t h e l e s s ,  t h e  p a r t i c i p a t i o n  o f  t h e  U.S. is  s e e n  as  a  
p o s i t i v e  s i g n  i n  e n c o u r a g i n g  o t h e r  d o n o r s  t o  a s s i s t  FIAS i n  
e x p a n d i n g  i t s  o p e r a t i o n .  I n  f a c t ,  t h i s  p r o j e c t  w i l l  be  t h e  
f i r s t  g e o g r a p h i c  e a r m a r k i n g  a c c e p t e d  by FIAS f o r  i t s  c o u n t r y  
p r o j e c t s ,  and t h e  p r e c e d e n t  h a s  prompted t h e  U . K .  and  p o s s i b l y  
o t h e r s  t o  p u r s u e  s i m i l a r  e a r m a r k i n g s  f o r  A f r i c a .  S i n c e  t h e s e  
c o n t r i b u t i o n s  a r e  i n t e n d e d  t o  be a d d i t i o n a l  t o  t h e  r e g u l a r  
A f r i c a  program,  n o t  a s u b s t i t u t e  f o r  i t ,  A f r i c a ' s  s h a r e  o f  t h e  
o v e r a l l  FIAS program i s  e x p e c t e d  t o  grow s i g n i f i c a n t l y .  The 
A . I . D .  s h a r e  o f  t h e  t o t a l  FIAS f u n d i n g  r e p r e s e n t s  2 4  p e r c e n t ,  1 8  
p e r c e n t ,  and 1 5  p e r c e n t  f o r  f i s c a l  y e a r s  1989 t o  1991 ,  
r e s p e c t i v e l y .  I n  c o n t r a s t ,  t h e  A . I . D .  s h a r e  o f  t h e  FIAS A f r i c a  
b u d g e t  w i l l  be 35 p e r c e n t  i n  1991 ,  a c c o r d i n g  t o  c u r r e n t  FIAS 
p r o j e c t i o n s ,  which  show A f r i c a  a s  r e c e i v i n g  a p p r o x i m a t e l y  50 
p e r c e n t  o f  t h e  t o t a l  FIAS b u d g e t  o v e r  t h e  n e x t  t h r e e  y e a r s .  

With  r e s p e c t  t o  o t h e r  d o n o r s ,  c o n t r i b u t i o n s  t o  t h e  T r u s t  Fund 
d u r i n g  f i s c a l  y e a r s  1988  and 1989 came f rom t h e  N e t h e r l a n d s  and 
Sweden; J a p a n  and Belgium a r e  e x p e c t e d  t o  make c o n t r i b u t i o n s  
b e g i n n i n g  i n  f i s c a l  y e a r  1 9 9 0 .  O t h e r  d o n o r s  a r e  a t  d i f f e r e n t  
s t a g e s  of  d i s c u s s i o n  w i t h  IFC r e g a r d i n g  c o n t r i b u t i o n s  t o  FIAS. 
T h e i r  c u r r e n t  s t a t u s  i s  summarized below.  

STATUS DONOR AMOUNT I N  $000 

S i g n e d  Commitments Belgium 500 
F i n l a n d  500 
J a p a n  2000 
N e t h e r l a n d s  500 
Sweden 500 
S w i t z e r l a n d  500 

T o t a l  

F i rm Announcements N e t h e r l a n d s  500 
T o t a l  

S e r i o u s  D i s c u s s i o n s  Canada 
Danmark 
F r a n c e  
I t a l y  
Norway 
UK 
U S A  

T o t a l  

P r e l i m i n a r y  D i s c u s s i o n s  Germany 2000 
S a u d i  A r a b i a  1000 
Kuwait 1 5 0 0  
I n d i a  500 

T o t a l  



I n  a d d i t i o n ,  A u s t r a l i a  h a s  a g r e e d  t o  p r o v i d e  f i n a n c i n g  o n  a 
c a s e - b y - c a s e  i n  t h e  P a c i f i c / A s i a n  a r e a .  The a m o u n t s  i n d i c a t e d  
a b o v e  w i l l  b e  p r o v i d e d  o v e r  a  2-3 y e a r  p e r i o d .  S i n c e  t h e y  
r e p r e s e n t  d i f f e r e n t  d e g r e e s  o f  c e r t a i n t y  a n d  f i r m n e s s ,  t h e s e  
f i g u r e s  s h o u l d  be s e e n  a s  i l l u s t r a t i v e  a n d  f o r  p l a n n i n g  p u r p o s e s .  
O n l y  t h e  f i r m  commi tmen t s  a r e  i n c l u d e d  i n  t h e  T r u s t  Funds  a m o u n t s  
i n  t h e  FIAS b u d g e t  a b o v e .  

B.  D i s b u r s e m e n t  P r o c e d u r e s  

The A . I . D .  g r a n t  w i l l  b e  d i s b u r s e d  t o  IFC a n d  p l a c e d  i n  t h e  FIAS 
T r u s t  Fund,  f o r  u s e  by FIAS i n  i t s  o p e r a t i o n  f o r  Sub-Saha ra  
Afr ica .  T h r e e  a n n u a l  t r a n c h e s  o f  $700,000 w i l l  be  d i s b u r s e d  i n  FY 
1 9 8 9 ,  FY 1 9 9 0  a n d  FY 1 9 9 1 ,  s u b j e c t  t o  t h e  s a t i s f a c t i o n  o f  t h e  
c o n d i t i o n s  p r e c e d e n t  s e t  f o r t h  i n  S e c t i o n  V.D b e l o w  a n d  t h e  
P r o j e c t  A u t h o r i z a t i o n .  

The d i s b u r s e m e n t  mechanism c a l l s  f o r  t h e  a n n u a l  d i s b u r s e m e n t  o f  
e a c h  $700,000 t r a n c h e  i n t o  a n  i n t e r e s t - b e a r i n g  FIAS T r u s t  Fund 
a c c o u n t ,  p o o l e d  w i t h  f u n d s  f r o m  o t h e r  s o u r c e s .  T h r e  w i l l  b e  no 
S p e c i a l  A c c o u n t  e x c l u s i v e l y  f o r  A . I . D .  f u n d s .  However ,  i n t e r e s t  
e a r n e d  o n  a n y  g i v e n  d e p o s i t s  c a n  b e  t r a c k e d  by  c o m p u t e r  o n  a n  
a v e r a g e  d a i l y  b a l a n c e  b a s i s ,  a n d  i n t e r e s t  e a r n e d  f r o m  t h e  A . I . D .  
d e p o s i t  w i l l  be  r e m i t t e d  t o  A . I . D .  b y  IFC, e i t h e r  q u a r t e r l y  o r  
a n n u a l l y .  

T h i s  p r o c e d u r e  i s  d i f f e r e n t  f r o m  t h e  a r r a n g e m e n t  f o r  o t h e r  c u r r e n t  
A.I.D. g r a n t s  t o  I F C ,  w h i c h  a r e  i n  t h e  f o r m  o f  T r e a s u r y  L e t t e r s  o f  
C r e d i t .  Under  t h i s  mechanism,  IFC r e q u e s t s  f u n d s  f r o m  i t s  Bank t o  
m e e t  i m m e d i a t e  o p e r a t i o n a l  n e e d s  a n d  r e c e i v e s  c a s h  w i t h i n  t h r e e  
d a y s  t h r o u g h  t h e  T r e a s u r y  L e t t e r  o f  C r e d i t .  T h i s  a r r a n g e m e n t  i s  
cumbersome u n d e r  t h e  p o o l e d  T r u s t  Fund a c c o u n t  employed  by FIAS. 
The s i n g l e  a n n u a l  d i s b u r s e m e n t  p r o c e d u r e  p r o v i d e s  FIAS w i t h  
g r e a t e r  f i n a n c i a l  f l e x i b i l i t y  a n d  q u i c k e r  a c c e s s  t o  i t s  f u n d s  w i t h  
less a d m i n i s t r a t i v e  b u r d e n  t o  i t s  s m a l l  s t a f f .  The p r o b l e m  o f  
w i n d f a l l  i n t e r e s t  e a r n i n g s  by t h e  g r a n t e e  i s  a v o i d e d  by r e t u r n i n g  
a l l  i n t e r e s t  e a r n e d  t o  A . I . D .  Bo th  t h e  AID/FM C a s h  Management and  
Payment  O f f i c e  a n d  t h e  I F C  a c c o u n t i n g  d e p a r t m e n t  h a v e  c o n c u r r e d  i n  
t h e  a n n u a l  d i s b u r s e m e n t  mechanism.  Annua l  d i s b u r s e m e n t s  would  b e  
t r i g g e r e d  by n o t i f i c a t i o n  by  MDI t h a t  t h e  g r a n t e e  h a s  met a l l  
a p p l i c a b l e  c o n d i t i o n s  p r e c e d e n t  t o  d i s b u r s e m e n t  f o r  t h a t  t r a n c h e .  



I V  . PROJECT ANALYSES 

A .  T e c h n i c a l  A n a l y s i s  

T h i s  p r o j e c t  w i l l  a s s i s t  FIAS i n  c a r r y i n g  o u t  i t s  program of  
i n v e s t m e n t  a d v i s o r y  s e r v i c e s  i n  A f r i c a .  A . I . D .  i s  o n l y  o n e  of  
s e v e r a l  d o n o r s  which c o n t r i b u t e  t o  t h i s  program,  and t h e  A . I . D .  
g r a n t ,  w h i l e  l i m i t e d  t o  A f r i c a n  o p e r a t i o n s ,  w i l l  n o t  be a t t r i b u t e d  
t o  s p e c i f i c  c o u n t r y  m i s s i o n s .  FIAS c o n d u c t s  a  t h r e e - p a r t  program 
o f  a s s i s t a n c e  t o  A f r i c a n  c o u n t r i e s ,  a s  d e s c r i b e d  below.  T h i s  i s  
u n d e r t a k e n  i n  c l o s e  c o o r d i n a t i o n  w i t h  o t h e r  e l e m e n t s  o f  t h e  World 
Bank Group,  s p e c i a l i z e d  a g e n c i e s  o f  t h e  U n i t e d  N a t i o n s ,  and  
b i l a t e r a l  a i d  a g e n c i e s .  

-- A s s i s t a n c e  t o  i n d i v i d u a l  c o u n t r i e s  i n  s t r e n g t h e n i n g  t h e i r  
p o l i c y ,  r e g u l a t o r y  and i n s t i t u t i o n a l  e n v i r o n m e n t s  t o  promote  
w o r t h w h i l e  f o r e i g n  p r i v a t e  i n v e s t m e n t .  Some A£ r i c a n  
c o u n t r i e s  now b e i n g  a s s i s t e d  by FIAS a r e  Ghana, Kenya, 
Guinea ,  Madagasca r ,  S e n e g a l ,  Togo, L e s o t h o ,  and Cameroon. 

-- R e g i o n a l  e x e r c i s e s  t o  examine ,  f rom a  g l o b a l  a s  well a s  
r e g i o n a l  p e r s p e c t i v e ,  i s s u e s  o f  common i n t e r e s t  t o  s e v e r a l  
c o u n t r i e s  ( e  .g .  e f f e c t i v e  i n v e s t m e n t  p r o m o t i o n  t e c h n i q u e s ,  
e f f e c t i v e  r e g i o n a l  m a r k e t  i n t e g r a t i o n ,  f o r e i g n  i n v e s t o r  
a t t i t u d e s  t o w a r d  A £  r i c a n  i n v e s t m e n t s ) :  and  

-- A s s i s t a n c e  t o  and c o l l a b o r a t i o n  w i t h  A f r i c a n  r e g i o n a l  
i n s t i t u t i o n s ,  s u c h  a s  t h e  P r e f e r e n t i a l  T r a d e  Area  f o r  E a s t e r n  
and S o u t h e r n  A f r i c a n  S t a t e s  (PTA),  t h e  S o u t h e r n  A f r i c a n  
Development C o o r d i n a t i o n  C o n f e r e n c e  ( S A D C C ) ,  t h e  Economic 
Community o f  West A f r i c a n  S t a t e s  (ECOWAS), t h e  West A f r i c a n  
C l e a r i n g h o u s e ,  t h e  Economic Community o f  C e n t r a l  A f r i c a n  
S t a t e s  ( C E E A C )  and  t h e  A f r i c a n  Development Bank. 

I n  t h e  c o u r s e  o f  a s s i s t i n g  c o u n t r i e s  and  r e g i o n a l  o r g a n i z a t i o n s ,  
FIAS h e l p s  i t s  c l i e n t s  d o  t h e  f o l l o w i n g :  

- - r ev iew o t h e r  c o u n t r i e s '  e x p e r i e n c e s  and  r e l e v a n t  g l o b a l  
s i t u a t i o n s ;  f o r m u l a t e  t a r g e t e d  f o r e i g n  i n v e s t m e n t  s t r a t e g i e s ,  
i n c l u d i n g  s u p p o r t i v e  p o l i c i e s  and i n c e n t i v e s ;  

- - d e f i n e  t h e  r u l e s  o f  t h e  i n v e s t m e n t  game c l e a r l y  and  
r e a l i s t i c a l l y ;  

- - f i n d  c o s t - e f f e c t i v e  ways t o  i n t e r e s t  c o m p e t i n g  f o r e i g n  
f i r m s  i n  i n v e s t m e n t  p o s s i b i l i t i e s ;  

--know what  t o  l o o k  f o r ,  and  how t o  e v a l u a t e  o f f e r s ;  

- -deepen n a t i o n a l  g a i n s  t h r o u g h  e n c o u r a g i n g  s t r o n g e r  p r o j e c t  
l i n k a g e s  t o  t h e  d o m e s t i c  economy and t o  d o m e s t i c  
i n s t i t u t i o n s ;  and  

- -p rov ide  f e e d b a c k  on how w e l l  t h e  p r o c e s s  h a s  worked and how 
i t  can be improved. 



I n  s e l e c t i n g  i t s  c l i e n t  c o u n t r i e s ,  FIAS g i v e s  p r e f e r e n c e  t o  
a s s i s t i n g  g o v e r n m e n t s  t h a t  f a v o r  t h e  p r i v a t e  s e c t o r ,  s e e k  
i n c r e a s e d  f o r e i g n  i n v e s t m e n t s ,  and need h e l p  i n  d e v i s i n g  
p o l i c i e s  and p r o g r a m s  t o  a t t r a c t  s u c h  i n v e s t m e n t s .  I t  r e q u i r e s  
a  f o r m a l  w r i t t e n  r e q u e s t  f rom a government  b e f o r e  u n d e r t a k i n g  
a s s i s t a n c e .  Such r e q u e s t s  a r e  i n  f ac t  o f t e n  g e n e r a t e d  a s  a  
r e s u l t  o f  o t h e r  World Bank and d o n o r  a c t i v i t i e s  i n  c o u n t r i e s ,  
e s p e c i a l l y  p o l i c y  r e f o r m  o p e r a t i o n s  which f r e q u e n t l y  i n v o l v e  
m e a s u r e s  t o  a t t r a c t  f o r e i g n  i n v e s t m e n t s .  

Upon r e c e i p t  o f  a r e q u e s t ,  a  FIAS o f f i c e r  w i l l  v i s i t  t h e  
c o u n t r y  f o r  p r e l i m i n a r y  d i s c u s s i o n s  w i t h  p e r t i n e n t  government  
o f f i c i a l s .  I f  t h e s e  d i s c u s s i o n s  a r e  s a t i s f a c t o r y  and FIAS is 
c o n v i n c e d  t h a t  t h e  c o u n t r y  g e n u i n e l y  w a n t s  t o  a t t r a c t  f o r e i g n  
c a p i t a l ,  a  " f i r s t  round"  m i s s i o n  i s  t h e n  s e n t .  T h i s  round 
i n v o l v e s  r ecommenda t ions  and  t e c h n i c a l  a s s i s t a n c e  f o r  
s t r e a m l i n i n g  and r e o r i e n t i n g  t h e  r e g u l a t o r y  and i n s t i t u t i o n a l  
e n v i r o n m e n t  t o  a l l o w  m a r k e t  f o r c e s  t o  o p e r a t e  more 
e f f e c t i v e l y .  The s e c o n d  round t y p i c a l l y  i n v o l v e s  f u r t h e r  
r ecommenda t ions  and  t h e  b u i l d i n g  up t h e  c a p a b i l i t i e s  o f  
c o o p e r a t i n g  g o v e r n m e n t s  i n  t h e  a r e a s  o f  i n v e s t m e n t  p r o m o t i o n  
and  i n v e s t o r  s e r v i c e s .  FIAS n o t  o n l y  makes  recommenda t ions  f o r  
government  a c t i o n ,  i t  a l s o  h e l p s  g o v e r n m e n t s  c a r r y  them o u t  by 
o u t l i n i n g  l o g i c a l ,  s e q u e n t i a l  s t e p s  t o  e f f e c t i v e  i m p l e m e n t a t i o n .  

FIAS a l s o  r e q u i r e s  t h a t  t h e  r e c i p i e n t  government  pay  t h e  l o c a l  
c o s t s ,  e . g .  h o t e l  and  f o o d ,  d o m e s t i c  t r a v e l ,  e t c . ,  o f  t h e  
m i s s i o n s  u n d e r t a k e n  by FIAS p e r s o n n e l .  T h i s  h e l p s  t o  e n s u r e  
t h a t  t h e  r e c i p i e n t  i s  s e r i o u s  a b o u t  t h e  u n d e r t a k i n g  and  t h u s  
more l i k e l y  t o  f o l l o w  t h r o u g h  by i m p l e m e n t i n g  r e s u l t i n g  
recommenda t ions .  

Because  i t  o p e r a t e s  i n  many c o u n t r i e s  h a v i n g  s i m i l a r  p r o b l e m s  
i n  t h e  f o r e i g n  d i r e c t  i n v e s t m e n t  a r e a ,  FIAS h a s  b u i l t  up a  c o r e  
o f  e x p e r i e n c e  t h a t  f r e q u e n t l y  i s  a p p l i c a b l e  f rom one  c o u n t r y  t o  
a n o t h e r .  The s o l u t i o n  t o  a  p a r t i c u l a r  problem i s  a n  A s i a n  
c o u n t r y  m i g h t  s e r v e  a s  a  model  f o r  a  s o l u t i o n  a  s i m i l a r  problem 
i n  a  g i v e n  A f r i c a n  c o u n t r y .  FIAS i s  i n n o v a t i v e  i n  a p p l y i n g  and 
a d a p t i n g  s u c h  l e s s o n s  l e a r n e d  t o  new s i t u a t i o n s .  

Some e x a m p l e s  of  FIAS work f o l l o w  ( a l s o  see Annex B . ) .  

- Togo: A F I A S  team i n  1988  r e v i e w e d  t h e  i n v e s t m e n t  c l i m a t e  
and  s u g g e s t e d  v a r i o u s  improvements  i n  t h e  i n v e s t m e n t  c o d e .  
These  c h a n g e s  were  d r a f t e d  by a j o i n t  FIAS-Togo g r o u p  and 
a r e  now b e i n g  p r o m u l g a t e d  by t h e  government .  The team a l s o  
s u g g e s t e d  c r e a t i o n  o f  f r e e  t r a d e  z o n e s ,  and  AFR/MDI i n  
c o n j u n c t i o n  w i t h  O P I C  i s  now moving a h e a d  t o  a s s i s t  Togo i n  
t h i s  r e g a r d .  

- Kenya: F I A S  r e v i e w e d  v a r i o u s  i s s u e s  o f  c o n c e r n  t o  t h e  
I n v e s t m e n t  P r o m o t i o n  C e n t e r  ( I P C ) .  I t  recommended t h e  
p r e p a r a t i o n  o f  a n  I n v e s t m e n t  Code; t h i s  i s  now underway.  I t  



a l s o  recommended t r a i n i n g  o f  IPC s t a f f ;  t h i s  i s  underway i n  
c o n  j u n c t i o n  w i t h  t h e  Government o f  I r e l a n d .  

- Guinea :  A FIAS m i s s i o n  r e v i e w e d  b o t h  i n v e s t m e n t  i n c e n t i v e s  
and  i n s t i t u t i o n a l  c a p a b i l i t i e s .  Improvements  i n  i n c e n t i v e s  
and  r e o r g a n i z a t i o n  and t r a i n i n g  o f  p e r s o n n e l  now are 
underway a s  recommended. 

- C h i n a :  Over t h r e e  y e a r s  FIAS h a s  c o n d u c t e d  c o m p r e h e n s i v e  
r e v i e w s  and made numerous recommenda t ions  r e g a r d i n g  
p o l i c i e s ,  l a w s ,  and r e g u l a t i o n s .  Most o f  t h e s e  have  been  o r  
a r e  b e i n g  implemented .  

- M a l a y s i a :  FIAS h a s  t r a i n e d  M a l a y s i a n  o f f i c i a l s  on  how t o  
e v a l u a t e  t h e  economic  e f f e c t  and  a d v a n t a g e s  o f  s p e c i f i c  
f o r e i g n  i n v e s t m e n t  p r o j e c t s .  I t  is  a l s o  a s s i s t i n g  t h e  
government  t o  d e s i g n  and  i n s t a l l  a n  i n v e s t m e n t  m o n i t o r i n g  
s y s t e m .  

- Y u g o s l a v i a :  FIAS i s  h e l p i n g  t h e  government  c o m p l e t e  m a j o r  
new l e g i s l a t i o n  t o  c o v e r  d i r e c t  i n v e s t m e n t s .  I t  a l s o  i s  
a s s i s t i n g  w i t h  d e b t - e q u i t y  swaps  and  i n  improvement o f  
i n v e s t m e n t  p r o m o t i o n  p rograms .  

Based on  t h e  r e c o r d  o f  FIAS i n  d e a l i n g  e f f e c t i v e l y  w i t h  a  
v a r i e t y  of  i n v e s t m e n t  i s s u e s  i n  c o u n t r i e s  a t  d i f f e r e n t  l e v e l s  
o f  d e v e l o p m e n t ,  we c a n  c o n c l u d e  t h a t  FIAS i s  t e c h n i c a l l y  
c a p a b l e  of  s u c c e s s f u l l y  c a r r y i n g  o u t  i t s  m a n d a t e .  I t  h a s  
d e m o n s t r a t e d  t h i s  c a p a c i t y  t h r o u g h  numerous m i s s i o n s  t o  
d e v e l o p i n g  c o u n t r i e s  and t h e  f o r m u l a t i n g  and i m p l e m e n t i n g  o f  
a p p r o p r i a t e  r ecommenda t ions  t o  improve f o r e i g n  i n v e s t m e n t  
c l i m a t e s ,  p r o m o t i o n  p rograms ,  laws, c o d e s  and r e g u l a t i o n s .  



B. Economic A n a l y s i s  

An i m p o r t a n t  deve lopment  o b j e c t i v e  o f  t h e  A f r i c a  Bureau i s  t o  
a s s i s t  c o u n t r i e s  o f  t h e  r e g i o n  t o  i n c r e a s e  t h e i r  p r o d u c t i v e  
i n v e s t m e n t s ,  b o t h  t h r o u g h  i n c r e a s e d  l o c a l  s a v i n g s  and 
a t t r a c t i o n  o f  o u t s i d e  p r i v a t e  c a p i t a l .  One way i n  which t h i s  
c a n  be promoted i s  t h r o u g h  government  a c t i o n s ,  i n c l u d i n g  p o l i c y  
c h a n g e s ,  c r e a t i o n  o f  b e t t e r  b u s i n e s s  and  i n v e s t m e n t  c l i m a t e s ,  
f r e e r  m a r k e t s ,  r e d u c t i o n  o f  p r i c e  c o n t r o l s ,  e t c .  A s s i s t a n c e  i n  
t h i s  a r e a  i s  most  e f f e c t i v e l y  t a k e n  i n  c o n j u n c t i o n  w i t h  t h e  
World Bank Group,  IMF, and donor  c o u n t r i e s  s u c h  a s  t h e  U . K . ,  
F r a n c e ,  Germany, e t c .  

A t t e n t i o n  t o  t h e  more s p e c i f i c  p r o b l e m  o f  a t t r a c t i n g  f o r e i g n  
d i r e c t  i n v e s t m e n t  h a s  b e e n  u n d e r t a k e n  by a  v a r i e t y  of  d o n o r s  
o v e r  t h e  y e a r s .  The World Bank Group,  p r i m a r i l y  t h r o u g h  I F C ,  
p r o v i d e d  o c c a s i o n a l  a d v i c e  o n  t h i s  t o p i c  t o  d e v e l o p i n g  
c o u n t r i e s  p r i o r  t o  t h e  c r e a t i o n  o f  FIAS. A . I . D .  h a s  on 
o c c a s i o n  u n d e r t a k e n  s u c h  p rograms  i n  Korea ,  I n d i a ,  Turkey  and  
t h r o u g h  t h e  World T r a d e  C e n t e r  i n  New York C i t y  f o r  a number o f  
c o u n t r i e s .  C u r r e n t l y  A . 1  .D. i s  i n v o l v e d  b i l a t e r a l l y  i n  t h i s  
a r e a  i n  Cape Verde ,  Cameroon, and t h e  SADCC c o u n t r i e s .  The 
U N D P  and some b i l a t e r a l  d o n o r s  a l s o  h a v e  somet imes  b e e n  
i n v o l v e d  i n  t h e s e  p r o g r a m s .  

However, s u c h  e f f o r t s  by A . I . D .  and  o t h e r  d o n o r s  g e n e r a l l y  have  
b e e n  i n d i v i d u a l  u n d e r t a k i n g s  i n  r e s p o n s e  t o  a d  hoc  r e q u e s t s  
f rom s e l e c t e d  g o v e r n m e n t s .  O f t e n  t h e y  h a v e  c o v e r e d  o n l y  o n e  o r  
two e l e m e n t s  o f  t h e  whole  t o p i c ,  and  u s u a l l y  t h e r e  h a s  b e e n  no 
e x t e n d e d  f o l l o w - t h r o u g h .  Donors  have  n o t  made a n  e f f o r t  t o  
b u i l d  up l o n g - t e r m  e x p e r t i s e  i n  t h i s  f i e l d ,  n o r  h a v e  t h e y  
a c c o r d e d  i t  p r i o r i t y  a t t e n t i o n .  I n  some c a s e s ,  t h e  i n v e s t m e n t  
o b j e c t i v e  i s  o n l y  o n e  e l e m e n t  i n  a  much l a r g e r  program,  e . g .  i n  
Cape V e r d e ,  where  i t  i s  combined w i t h  t h e  c r e a t i o n  o f  f r e e  
t r a d e  z o n e s ,  t h e  i d e n t i f i c a t i o n  o f  f o r e i g n  m a r k e t s  f o r  goods  
p r o d u c e d  i n  Cape Verde ,  e t c .  

FIAS h a s  a s  i t s  o n l y  f u n c t i o n  t o  h e l p  d e v e l o p i n g  c o u n t r i e s  
a t t r a c t  p r o d u c t i v e  f o r e i g n  d i r e c t  i n v e s t m e n t s .  I t  h a s  a  
t h r e e - y e a r  t r a c k  r e c o r d ,  and h a s  b u i l t  up a d i r e c t - h i r e  and 
c o n s u l t a n c y  c o r e  of  e x p e r t i s e  i n  t h i s  o n e  domain .  I t  h a s  
e x t e n s i v e  p r a c t i c a l  p o l i c y  and o p e r a t i o n a l  e x p e r i e n c e  i n  many 
c o u n t r i e s  o f  A s i a  and  L a t i n  America i n  a d d i t i o n  t o  A f r i c a .  I n  
A f r i c a  w e  a r e  d e a l i n g  w i t h  many c o u n t r i e s  and  many d i f f e r e n t  
s i t u a t i o n s .  T h e  i m p o r t a n c e  of  f o r e i g n  i n v e s t m e n t  h a s  i n c r e a s e d  
r e m a r k a b l y  and now i s  of  g e n e r a l  i n t e r e s t  t o  most A f r i c a n  
c o u n t r i e s .  We h a v e  c o n c l u d e d  t h a t  t h e  b e s t  way t o  p r o v i d e  
p r a c t i c a l  a d v i c e  and a c c o m p l i s h  p o s i t i v e  r e s u l t s  a t  r e l a t i v e l y  
low c o s t  i n  a  s y s t e m a t i c  manner t o  a  l a r g e  number of  c o u n t r i e s  
i n  A f r i c a  i s  t o  u t i l i z e  FIAS and  a s s i s t  i t  t o  s t r e n g t h e n  and 
expand  i t s  o p e r a t i o n .  T h a t  is  t h e  r a t i o n a l e  o f  t h i s  p r o j e c t .  



A n o t h e r  a d v a n t a g e  o f  u t i l i z i n g  F I A S  i s  t h a t  a  m u l t i l a t e r a l  
e n t i t y  is  p e r c e i v e d  as l e s s  p o l i t i c a l  t h a n  a  b i l a t e r a l  d o n o r ,  a  
d i s t i n c t  a d v a n t a g e  when d e a l i n g  w i t h  g o v e r n m e n t s  i n  t h e  
s e n s i t i v e  a r e a  o f  f o r e i g n  i n v e s t m e n t s ,  t a x  c o d e s ,  a n d  t h e  
r e g u l a t i o n  o f  commerce.  

The s u b s t a n t i a l  p o s i t i v e  r e s u l t s  o f  p r o d u c t i v e  d i r e c t  f o r e i g n  
i n v e s t m e n t s  a re  well e s t a b l i s h e d .  They i n c l u d e :  

- c r e a t i o n  o f  j o b s  a t  a l l  l e v e l s ,  b o t h  f u l l - t i m e  and 
p a r t - t i m e ;  

- u p g r a d i n g  o f  s k i l l s  a n d  r e s p o n s i b i l i t i e s  o f  e x i s t i n g  j o b s ;  

- d e v e l o p m e n t  o f  t e c h n i c a l  a n d  m a n a g e r i a l  s k i l l s ;  

- r e a c h i n g  f a m i l i e s  t h r o u g h  wage e a r n e r s  employed  by  t h e  
b u s i n e s s e s  s u p p o r t e d ;  

- i n t r o d u c i n g  p e o p l e  t o  modern  c r e d i t  a n d  b a n k i n g  p r a c t i c e s ;  

- i n s t i l l i n g  r e s p e c t  f o r  p r i v a t e  b u s i n e s s  c o n t r a c t s ;  

- c r e a t i n g  new b u s i n e s s e s  t o  s e r v i c e  o r  p u r c h a s e  f rom 
b u s i n e s s e s  c r e a t e d  by t h e  f o r e i g n  i n v e s t m e n t s ;  

- h e l p i n g  r e l a t e d  e x i s t i n g  b u s i n e s s e s  e x p a n d  a n d  become more  
p r o d u c t i v e ;  

- g e n e r a t i n g  e x p o r t s  a n d  f o r e i g n  e x c h a n g e  e a r n i n g s ;  

- m a n u f a c t u r i n g  p r o d u c t s  t o  s u b s t i t u t e  f o r  i m p o r t s ,  t h u s  
s a v i n g  f o r e i g n  e x c h a n g e ;  

- p r o d u c i n g  p r o d u c t s  m e e t i n g  t h e  e s s e n t i a l  n e e d s  o f  
p e o p l e ,  e . g .  p r o c e s s e d  f o o d ,  h o u s i n g  m a t e r i a l s ,  e t c . ;  

- b r o a d e n i n g  o f  t h e  c o u n t r y ' s  e n t r e p r e n e u r i a l  b a s e ;  

- i n c r e a s i n g  g o v e r n m e n t  r e v e n u e s  t h r o u g h  t a x a t i o n  of 
s u c c e s s £  u l ,  p r o f i t a b l e  b u s i n e s s e s .  

T h e s e  p o s i t i v e  r e s u l t s  a l m o s t  i n v a r i a b l y  a r e  f a r  g r e a t e r  t h a n  
t h e  v a l u e  o f  t h e  i n p u t s  i n v o l v e d .  FIAS a c t i v i t i e s ,  w h i c h  i n  
many c a s e s  w i l l  p r o d u c e  i m p r o v e m e n t s  l e a d i n g  d i r e c t l y  t o  new 
a n d  i n c r e a s e d  f o r e i g n  i n v e s t m e n t s  i n  A f r i c a ,  w i l l  h e l p  a c h i e v e  
many o f  t h e  a b o v e  p o s i t i v e  r e s u l t s .  

The u l t i m a t e  t e s t  o f  t h e  s u c c e s s  o f  t h i s  p r o j e c t  w i l l  b e  how 
much a d d i t i o n a l  d i r e c t  i n v e s t m e n t  a n d  s u b s e q u e n t  e c o n o m i c  
g r o w t h  r e s u l t s .  T h i s  c a n n o t  b e  c a l c u l a t e d  i n  t h e  s h o r t - t e r m ,  
n o r  e v e n  p r o b a b l y  i n  t h e  l o n g - t e r m ,  g i v e n  t h e  many o t h e r  
f a c t o r s  i n f l u e n c i n g  i n v e s t m e n t s ,  s u c h  a s  p o l i t i c a l  c l i m a t e ,  



economic management, f i n a n c i a l  markets,  e t c .  Nevertheless,  i t  
i s  reasonable t o  conclude t h a t  t h i s  p r o j e c t  w i l l  produce 
s u f f i c i e n t  improvements i n  the  investment environment i n  
p a r t i c i p a t i n g  African coun t r i e s ,  leading t o  more d i r e c t  fo re ign  
investments i n  those coun t r i e s  over a  per iod of s eve ra l  years .  
By any es t imat ion ,  the  value of these  investments w i l l  be f a r  
g r ea t e r  than the  c o s t  of the A . I . D .  i npu t s  and those from o ther  
donors. 

I t  i s  the re fo re  our conclusion t h a t  t h i s  p ro j ec t  w i l l  y i e l d  
very favorab le  economic r e s u l t s ,  both a t  the na t i ona l  l e v e l  and 
t o  i nd iv idua l s  employed o r  upgraded a s  a  r e s u l t  of investments 
made. T h i s  favorable  outcome w i l l  be sus ta ined ,  even i f  the  
investments which take place a r e  a t t r i b u t a b l e  i n  p a r t  t o  o ther  
f a c t o r s  than the  c a t a l y t i c  ro l e  of FIAS. 



Administrat ive Analysis 

FIAS has been a  j o i n t  venture  of I F C  and M I G A  s i nce  November 
1988. In  the normal course of business ,  I F C  s t a f f  f o r  many 
years  had provided advice t o  developing coun t r i e s  regarding how 
t o  a t t r a c t  fo re ign  d i r e c t  investments.  Requests f o r  such 
advice increased t o  such an ex t en t  t h a t  IFC i n  1986 c rea ted  
FIAS a s  a  separa te  u n i t  t o  concentra te  on a  response i n  t h i s  
a r ea .  MIGA,  upon formation a s  a member of the World Bank Group 
i n  1988, was made a  j o i n t  manager of F I A S  because of t he  c l o s e  
t i e s  between i t s  f i e l d  of work and t h a t  of FIAS. 

F IAS now i s  j o i n t l y  managed by I F C  and M I G A .  The d i r e c t o r  of 
FIAS r e p o r t s  t o  execut ives  i n  both o rgan iza t ions .  Both provide 
some s t a f f  members and budget t o  FIAS and a s s i s t  i t  i n  seeking 
f inanc ing  from donors. F I A S  admin is te r s  i t s  day-to-day 
opera t ions  regarding t echn ica l  ass is . tance  t o  i ts  c l i e n t  
coun t r i e s ,  but u t i l i z e s  I F C  s t a f f  and mechanisms f o r  important 
support  s e r v i c e s  such a s  budget, o f f i c e  space,  e t c .  

J o i n t  management of t h i s  s o r t  i s  i nva r i ab ly  somewhat cumbersome 
and could in t roduce ope ra t i ona l  problems f o r  a l l  t h r ee  
concerned e n t i t i e s .  Yet cooperat ion and coordinat ion among 
them seems t o  be s a t i s f a c t o r y ,  and FIAS1s day-to-day work and 
f i e l d  missions have proceeded smoothly and on schedule without 
apparent  adverse e f f e c t  from the  j o i n t  management arrangement. 

Under the F I A S  Di rec tor ,  t he re  a r e  t h r ee  Regional Di rec tors  
concerned w i t h  Af r ica ,  Asia, and Lat in  America, r e spec t ive ly .  
Several  a s s i s t a n t s  work w i t h  these  reg iona l  d i r e c t o r s .  There 
is  an a d m i n i s t r a t i v e / c l e r i c a l  s t a f f  suppor t ing the  whole 
opera t ion .  I n  add i t i on ,  F I A S  makes ex tens ive  use of 
consu l t an t s  t o  ca r ry  ou t  i t s  profess iona l  a c t i v i t i e s ;  i t  has 
b u i l t  up a  core  group of r e l i a b l e ,  experienced consu l t an t s  i n  
fo re ign  investment ma t t e r s ,  s eve ra l  of whom work almost 
fu l l - t ime  f o r  F I A S .  

F I A S  i n  1988 and e a r l i e r  t h i s  year experienced a  shor tage of 
author ized c l e r i c a l  and suppor t  p o s i t i o n s  r e l a t i v e  t o  
p ro fe s s iona l  d i r e c t  h i r e  and consu l tan t  s t a f f .  However, t h i s  
problem was a l l e v i a t e d  w i t h  the  au tho r i za t i on  by I F C  and M I G A  
of s eve ra l  a d d i t i o n a l  support  s t a f f  pos i t i ons .  

The United S t a t e s  i s ,  of course,  a  prime member and suppor ter  
of both I F C  and M I G A ,  and over t h e  years  U S G  agencies involved 
have been s a t i s f i e d  w i t h  t h e i r  o v e r a l l  opera t ions  and 
admin is t ra t ion .  

We conclude t h a t  F I A S  s a t i s f a c t o r i l y  admin is te r s  i t s  program 
and i s  capable of e f f e c t i v e l y  and e f f i c i e n t l y  managing A . I . D .  
resources  provided under t h i s  g r a n t .  



D .  Soc i a l  Soundness Analysis  

FIAS conducts programs i n  many developing coun t r i e s  throughout 
the  world. The general  soc io -cu l tu r a l  context  wi thin  which i t  
ope ra t e s  i n  Africa is  genera l ly  African,  with a  heavy Western 
inpu t .  I n  most of the  con t inen t  t he re  is now a  renewed 
apprec ia t ion  of f r e e  e n t e r p r i s e  and the  r o l e  of p r i v a t e  
bus iness .  Much of the  an t i -bus iness  and an t i - fo re ign  
atmosphere of previous years  has d i s s i p a t e d .  Most governments 
now r e a l i z e  they need p r i v a t e  s ec to r  investments, including 
fo re ign  investments.  F I A S  a c t i v i t i e s  a r e  s t r i c t l y  demand- 
dr iven and m u s t  be requested by governments, not imposed from 
the  ou t s ide  by the I F C  o r  donors. The general  s o c i a l  context  
f o r  FIAS opera t ions  i n  Afr ica  is  the re fo re  considered favorab le .  

Furthermore, F I A S  by the very na ture  of i t s  a c t i v i t i e s  can work 
e f f e c t i v e l y  only w i t h  coun t r i e s  t h a t  a r e  o r i en t ed  t o  the  
p r i v a t e  s e c t o r  and favorably  disposed t o  receiving fore ign  
investment. 

Bene f i c i a r i e s  of F I A S  opera t ions  and i t s  goal  of increased 
d i r e c t  fo re ign  investment a r e  s eve ra l .  F i r s t ,  the  economy a s  a  
whole w i l l  grow, which helps almost everyone. Next, those 
groups t h a t  work w i t h  fo re ign  i nves to r s ,  such a s  l o c a l  j o i n t  
venture pa r tne r s  and banks, w i l l  be helped. Also b e n e f i t t i n g  
from the  f r u i t s  of F I A S  a c t i v i t i e s  a r e  the  small  l o c a l  
companies which almost i nva r i ab ly  grow up around important 
fo r e ign  investments,  t o  provide l o c a l  i npu t s ,  s e r v i c e s ,  
marketing, e t c .  F ina l l y ,  t he re  a r e  the employees of the  
companies c rea ted  by the investments,  including l o c a l  managers, 
foremen, s k i l l e d  t echnic ians ,  c l e r i c a l  workers and l a b o r e r s  of 
a l l  k i n d s .  This b e n e f i t ,  the c r ea t i on  of jobs, i s  perhaps the 
most important r e s u l t  of fo re ign  investments i n  s o c i a l  terms. 

Many of the b e n e f i c i a r i e s  l i s t e d  above w i l l  be women, and many 
w i l l  be among the poor, e s p e c i a l l y  v i a  the  c r e a t i o n  of jobs f o r  
the  l a t t e r  group. 

Productive fo re ign  investments t y p i c a l l y  lead t o  f u r t h e r  
investments,  both domestic and fore ign .  T h u s  the  long-term 
e f f e c t s  of t h i s  p r o j e c t ,  assuming the pu r su i t  of government 
p o l i c i e s  which promote market l i b e r a l i z a t i o n  and improved 
business  c l imates ,  should be not only p o s i t i v e  but should grow 
i n  cumulative fash ion .  The impact should continue f o r  the  
i n d e f i n i t e  f u t u r e ,  well beyond the l i f e  of the A . I . D .  p r o j e c t .  

Our conclusion i s  t h a t  the re  a r e  no major soc io -cu l tu r a l  
impediments t o  implementation of t h i s  p r o j e c t .  Many w i l l  
b e n e f i t ,  including the poor, e s p e c i a l l y  v i a  the  c r e a t i o n  of 
jobs and through general  economic growth. 

E .  Environmental Analysis 

Recommended Environmental Threshold Decision 

A c a t e g o r i c a l  exc lus ion ,  a s  per 2 2  C F R ,  P a r t  2 1 6 ,  paragraph 
( c ) ( 2 ) ( v i ) ,  i s  recommended ( s ee  Annex D). 



V.  IMPLEMENTATION PLAN 

A .  Implement ing  Agency 

The F o r e i g n  I n v e s t m e n t  A d v i s o r y  S e r v i c e  (FIAS)  w i l l  be  t h e  
i m p l e m e n t i n g  agency  f o r  t h i s  p r o j e c t .  FIAS i s  a  j o i n t  f a c i l i t y  
o f  t h e  I n t e r n a t i o n a l  F i n a n c e  C o r p o r a t i o n  ( I F C )  and  t h e  
M u l t i l a t e r a l  I n v e s t m e n t  G u a r a n t e e  Agency ( M I G A ) ,  b o t h  o f  which  
o p e r a t e  u n d e r  t h e  a u s p i c e s  o f  t h e  World Bank. E s t a b l i s h e d  
i n i t i a l l y  i n  1986 by t h e  Board o f  t h e  I F C ,  and l a t e r  i n  1988  
j o i n t l y  s p o n s o r e d  by t h e  IFC and M I G A ,  FIAS h e l p s  g o v e r n m e n t s  
r e v i e w  and a d j u s t  p o l i c i e s ,  r e g u l a t i o n s ,  and  i n v e s t m e n t  p r o m o t i o n  
s t r a t e g i e s  a f f e c t i n g  f o r e i g n  i n v e s t m e n t  and  a d v i s e  on  p r o c e d u r e s  
f o r  t h e  p r o m o t i o n ,  a p p r a i s a l ,  a p p r o v a l ,  and  m o n i t o r i n g  o f  d i r e c t  
f o r e i g n  i n v e s t m e n t  a c t i v i t i e s .  The t h r e e  main  a r e a s  o f  FIAS 
a s s i s t a n c e  t o  a  c o o p e r a t i n g  government  a r e :  (1) f o r m u l a t i n g  a  
g e n e r a l  framework o f  p o l i c i e s  and  i n s t i t u t i o n s  t o  p romote  and 
r e g u l a t e  d i r e c t  f o r e i g n  i n v e s t m e n t ;  ( 2 )  e s t a b l i s h i n g  p o l i c i e s  t o  
f a c i l i t a t e  d i r e c t  i n v e s t m e n t  i n  s p e c i f i c  p r i o r i t y  i n d u s t r i e s ;  and 
( 3 )  d e v i s i n g  f o r e i g n  i n v e s t m e n t  p r o m o t i o n  s t r a t e g i e s .  

FIAS now h a s  a  s t a f f  o f  f i v e  d i r e c t  h i r e  p r o f e s s i o n a l s  and a  
l a r g e  r o s t e r  of  c o n s u l t i n g  s p e c i a l i s t s  t o  c o v e r  r e q u e s t s  f o r  
a s s i s t a n c e  f rom d e v e l o p i n g  c o u n t r i e s  a r o u n d  t h e  w o r l d .  A l s o ,  
s t a f f  from t h e  World Bank, I F C ,  and M I G A  a r e  r e g u l a r l y  i n v o l v e d  
i n  FIAS' a c t i v i t i e s .  T h e s e  c o n n e c t i o n s  w i t h  e x p e r t s  f rom t h e  
World Bank g r o u p  e n h a n c e  t h e  human r e s o u r c e  c a p a c i t y  o f  FIAS i n  a  
s i g n i f i c a n t  way. For  example ,  FIAS s t a f f  members i n t e r a c t  on  a  
d a i l y  b a s i s  w i t h  s t a f f  of  t h e  I F C  and t h e  World Bank, a s  w e l l  a s  
w i t h  s t a f f  of  t h e  IMF, on v i r t u a l l y  a l l  a s p e c t s  o f  t h e i r  program 
a c t i v i t i e s .  These  work ing  r e l a t i o n s h i p s  a r e  m u t u a l l y  s u p p o r t i v e  
o f  t h e  r e s p e c t i v e  p a r t i e s '  a r e a s  o f  i n t e r e s t .  I n  e f f e c t ,  t h e  
s m a l l  c o r e  s t a f f  o f  FIAS i s  n o t  i n d i c a t i v e  o f  i t s  p r o g r a m m a t i c  
c a p a c i t y  inasmuch a s  i t  d raws  h e a v i l y  on t h e  whole World Bank 
g r o u p  and  t h e  IMF f o r  a p p r o p r i a t e  human r e s o u r c e s  t o  implement  
i t s  o r g a n i z a t i o n a l  o b j e c t i v e s ,  which a re  c o n s o n a n t  w i t h  and a  
p a r t  o f  t h e  World Bank group/IMF ' s  a c t i v i t i e s .  FIAS s t a f f  
p e r f o r m  a  l e a d e r s h i p  r o l e  i n  c o o r d i n a t i n g  and f o c u s i n g  on t h e  
f o r e i g n  i n v e s t m e n t  a s p e c t s  o f  t h e  s t r u c t u r a l  c h a n g e s  b e i n g  
recommended i n  a  g i v e n  c o u n t r y ' s  economic  p o l i c y  f ramework.  

The i n c r e a s e  i n  demand f o r  FIAS' s e r v i c e s  h a s  b e e n  s t e a d y  and  i s  
e x p e c t e d  t o  grow a t  a  r a t e  s u c h  t h a t  t h e  o r g a n i z a t i o n  w i l l  
j u s t i f y  a  d i r e c t  h i r e  s t a f f  of t w e l v e  p r o f e s s i o n a l s  and s i x  t o  
s e v e n  s u p p o r t  s t a f f  members by 1991 ,  p l u s  many c o n s u l t a n t s .  R e f e r  
t o  Annex B ,  p a g e s  3-5, f o r  i n d i v i d u a l  c o u n t r y  a c t i o n s  a s  w e l l  as  
r e g i o n a l  a c t i v i t i e s  o f  F I A S  i n  A f r i c a .  In fo rmed  o b s e r v e r s  a r e  
u n i f o r m l y  f a v o r a b l e  i n  t h e i r  o p i n i o n  o f  t h e  q u a l i t y  and  
p r o f e s s i o n a l i s m  of  F I A S 1 s  s e r v i c e s .  The Manager o f  FIAS, M r .  
D a l e  W e i g e l ,  r e p o r t s  t o  t h e  Economic A d v i s o r / D i r e c t o r  o f  t h e  
Economics  Depar tmen t  o f  I F C  and t o  t h e  V i c e  P r e s i d e n t  f o r  
T e c h n i c a l  and A d v i s o r y  S e r v i c e s  of  M I G A .  

S i n c e  t h i s  i s  a  g r a n t  t o  a  P u b l i c  I n t e r n a t i o n a l  O r g a n i z a t i o n  f o r  
s u p p o r t  of  a program i n  which t h e  U.S. i s  n o t  t h e  dominan t  
c o n t r i b u t o r ,  t h e  p r o c u r e m e n t  r u l e s  o f  I F C  a s  g r a n t e e  w i l l  a p p l y .  



B. A . I . D .  Support Requirements 

The proposed p ro j ec t  w i l l  be managed by a  sen ior  o f f i c e r  of the 
Bureau f o r  A f r i c a ' s  Of f ice  of Market Development and Investment 
( A F R / M D I )  under the guidance of the Director  of AFR/MDI.  
Approximately t en  percent  of the designated P ro j ec t  Manager's 
time w i l l  be required fo r  p repara t ion  of implementing 
documentation, review of F I A S 1 s  performance and coordinat ion 
w i t h  FIAS and AFR Missions. No more than f i v e  percent  of the  
D i r e c t o r ' s  time w i l l  be required f o r  guidance and d i r e c t i o n  of 
the p r o j e c t ,  w i t h  a  s i m i l a r  requirement f o r  AFR/MDI  s e c r e t a r i a l  
and admin i s t r a t i ve  suppor t .  

C .  Monitoring and Evaluation 

Monitoring of t h i s  p ro j ec t  by AFR/MDI w i l l  be continuous.  The 
M D I  P r o j e c t  Manager w i l l  s o l i c i t  feedback from FIAS on the 
r e s u l t s  of s p e c i f i c  Africa missions a s  they conclude, a s  well  a s  
the s t a t u s  of government a c t i o n  on recommendations made by 
completed FIAS missions.  

W i t h  r espec t  t o  formal eva lua t ions ,  A . I . D .  w i l l  r equ i r e  an 
eva lua t ion  t o  be undertaken by IFC/MIGA,  which i s  a  Condition 
Precedent t o  disbursement of the second tranche of t h i s  g r a n t .  
Since A . I . D .  i s  a  r e l a t i v e l y  minor donor i n  the  context  of the 
o v e r a l l  FIAS program, and s ince  t h i s  grant  i s  not t i e d  t o  
s p e c i f i c  FIAS country missions o r  o ther  a c t i v i t i e s ,  i t  i s  not 
meaningful t o  eva lua t e  the A.1.D.-funded element i n  i s o l a t i o n .  
An eva lua t ion  of the  e f f e c t i v e n e s s  of the  FIAS program a s  a  
whole i s  more app rop r i a t e ly  the r o l e  of IFC and M I G A .  

Even though FIAS has been i n  ex i s t ence  s ince  1986, i t  has not 
y e t  been evaluated by IFC/MIGA, mainly because the  bulk of i t s  
opera t iona l  a c t i v i t i e s  has taken place  t h i s  year and i n  1988. 
However, IFC/MIGA recognizes the need f o r  a  thorough eva lua t ion  
and i s  planning t o  undertake such a s  assessment, which is ,  i n  
f a c t  a l s o  required under the terms of the  g ran t  t o  FIAS from 
U N D P ,  i n  time t o  s a t i s f y  the  requirements w i t h  r espec t  the 
r e l e a s e  of the second tranche under t h i s  g ran t .  T h i s  eva lua t ion  
which may be g loba l  i n  coverage, w i l l  include not only a  review 
the a c t i v i t i e s  of the FIAS missions t o  African coun t r i e s ,  but  
w i l l  a l s o  a s se s s  the r e s u l t s  of these  missions i n  terms of how 
host  governments responded t o  recommendations and t h e  degree of 
a c t u a l  follow-up ac t i on  regarding implementation. I l l u s t r a t i v e  
benchmarks t o  help  measure s p e c i f i c  accomplishments include:  

Numbers of investment p o l i c i e s  and investment codes 
prepared,  revised or  s t reamlined;  

Numbers of fo re ign  investment promotion s t r a t e g i e s  prepared; 

Measurable reduction i n  time and cos t  of admin is t ra t ion  
required fo r  approval of fo re ign  investment ac t i ons ;  

Numbers and types of guarantees ,  i ncen t ive s  and p r i v i l e g e s  
i s sued ;  



R e g u l a t i o n s  c o m p l e t e d  f o r  i m p l e m e n t i n g  i n v e s t m e n t  c o d e s ;  

I d e n t i f i c a t i o n  o f  r e g u l a t o r y ,  p o l i c y  and  i n s t i t u t i o n a l  
b a r r i e r s  t o  i n v e s t m e n t  and s o l u t i o n s  t o  overcome them; 

Numbers o f  r e l e v a n t  government  o f f i c i a l s  t r a i n e d  on  
i n v e s t m e n t - r e l a t e d  m a t t e r s .  

I n  a d d i t i o n  t o  t h e  f o r m a l  e v a l u a t i o n  p r i o r  t o  t h e  s e c o n d  
t r a n c h e ,  I F C / M I G A  w i l l  a l s o  be  e n c o u r a g e d  t o  u n d e r t a k e  f u t u r e  
i m p a c t  e v a l u a t i o n s ,  d e s i g n e d  t o  m e a s u r e  t h e  l e v e l  o f  i n v e s t m e n t s  
which h a v e  a c t u a l l y  b e e n  a c h i e v e d  and  t h e  d e g r e e  t o  which t h e y  
c a n  b e  a t t r i b u t e d ,  a t  l e a s t  i n  p a r t ,  t o  improvements  i n  t h e  
i n v e s t m e n t  c l i m a t e  s temming f rom t h e  work o f  FIAS. 

D e s p i t e  t h e  c e n t r a l  r o l e  o f  I F C  and  M I G A  i n  e v a l u a t i n g  FIAS, 
t h i s  i s  n o t  t o  s a y  t h a t  t h e r e  is  no p l a c e  f o r  a n  i n d e p e n d e n t  
a s s e s s m e n t  o f  F IAS ' s  o p e r a t i o n  i n  A f r i c a  by AFR/MDI, which h a s  
e v a l u a t e d  o t h e r  g r a n t s  t o  IFC. The q u e s t i o n  a r i s e s  a s  t o  t h e  
mos t  a p p r o p r i a t e  t i m i n g  and  c o v e r a g e  f o r  s u c h  a n  e v a l u a t i o n .  
S i n c e  t h i s  i s  a  t h r e e - y e a r  p r o j e c t  w i t h  a n  e v a l u a t i o n  by I F C  t o  
be  u n d e r t a k e n  a t  a p p r o x i m a t e l y  t h e  m i d - p o i n t ,  t h e  b e s t  t i m i n g  
f o r  a n  i n d e p e n d e n t  a s s e s s m e n t  by AFR/MDI would be  a s  a  f i n a l  
e v a l u a t i o n  d u r i n g  o r  a f t e r  t h e  t h i r d  y e a r ,  when s u f f i c i e n t  time 
w i l l  h a v e  e l a p s e d  t o  judge  how e f f e c t i v e  FIAS m i s s i o n s  h a v e  been  
i n  s p e c i f i c  A f r i c a n  c o u n t r i e s .  AFR/MDI would u n d e r t a k e  and f u n d  
s u c h  a n  e v a l u a t i o n  f rom r e s o u r c e s  o u t s i d e  t h i s  p r o j e c t .  

D .  C o n d i t i o n s  and  C o v e n a n t s  

The s u b s t a n c e  o f  t h e  f o l l o w i n g  c o n d i t i o n s  p r e c e d e n t  t o  
d i s b u r s e m e n t  w i l l  be i n c l u d e d  i n  t h e  G r a n t  Agreement be tween 
A . I . D .  a n d  I F C :  

(1) P r i o r  t o  t h e  d i s b u r s e m e n t  o f  f u n d s  u n d e r  e a c h  a n n u a l  
t r a n c h e  of  t h i s  p r o j e c t ,  IFC s h a l l ,  e x c e p t  a s  A . I . D .  may 
o t h e r w i s e  a g r e e  i n  w r i t i n g ,  f u r n i s h  t o  A . I . D . ,  i n  fo rm and 
s u b s t a n c e  s a t i s f a c t o r y  t o  A . I . D . ,  a n  a n n u a l  workp lan  c o v e r i n g  
i t s  p r o p o s e d  a c t i v i t i e s  i n  A f r i c a  f o r  t h e  f o r t h c o m i n g  y e a r ,  
i n c l u d i n g  program o b j e c t i v e s  f o r  t h e  y e a r  i n  A f r i c a ,  s p e c i f i c  
c o u n t r y  a c t i v i t i e s  t o  t h e  e x t e n t  known, and  e s t i m a t e d  b u d g e t  f o r  
A f r i c a  ( s o u r c e s  and u s e s ) .  

( 2 )  P r i o r  t o  t h e  d i s b u r s e m e n t  o f  f u n d s  u n d e r  t h e  s e c o n d  
a n n u a l  t r a n c h e  of  t h i s  p r o j e c t ,  IFC s h a l l ,  e x c e p t  as  A . I . D .  may 
o t h e r w i s e  a g r e e  i n  w r i t i n g ,  f u r n i s h  t o  A . I . D . ,  i n  fo rm and 
s u b s t a n c e  s a t i s f a c t o r y  t o  A . I . D . ,  a  f o r m a l  e v a l u a t i o n  o f  t h e  
p e r f o r m a n c e  o f  FIAS,  i n c l u d i n g  a n  a s s e s s m e n t  o f  t h e  
e f f e c t i v e n e s s  o f  i t s  c o u n t r y  p r o j e c t s  i n  A f r i c a .  

( 3 )  P r i o r  t o  t h e  d i s b u r s e m e n t  o f  f u n d s  under  t h e  s e c o n d  and 
t h i r d  a n n u a l  t r a n c h e s  o f  t h i s  p r o j e c t ,  I F C  s h a l l ,  e x c e p t  a s  
A . I . D .  may o t h e r w i s e  a g r e e  i n  w r i t i n g ,  f u r n i s h  t o  A . I . D . ,  i n  
form and s u b s t a n c e  s a t i s f a c t o r y  t o  A . I . D . ,  a n  a n n u a l  a c t i v i t i e s  



r e p o r t  d e s c r i b i n g  t h e  work o f  FIAS m i s s i o n s  i n  A f r i c a  d u r i n g  t h e  
p r e v i o u s  y e a r ,  i n d i c a t i n g  t h e  d e g r e e  o f  c o m p l i a n c e  w i t h  and 
s i g n i f i c a n t  c h a n g e s  f rom t h e  a n n u a l  w o r k p l a n  f o r  t h a t  y e a r .  
R e p o r t i n g  w i l l  a l s o  i n c l u d e  i n f o r m a t i o n  on  t h e  i n v o l v e m e n t  o f  
U.S. c o n s u l t a n t s  and  f i r m s  i n  A f r i c a n  o p e r a t i o n s  o f  FIAS. 

The s u b s t a n c e  o f  t h e  f o l l o w i n g  c o v e n a n t s  w i l l  be  i n c l u d e d  i n  t h e  
G r a n t  Agreement be tween  A . I . D .  and  IFC: 

(1) IFC c o v e n a n t s  t h a t  t h e  T r u s t  Fund Account  which w i l l  
r e c e i v e  A.I.D. p r o j e c t  f u n d s  s h a l l  be  a n  i n t e r e s t - b e a r i n g  
a c c o u n t  and  t h a t  a l l  i n t e r e s t  e a r n e d  on  A . I . D .  f u n d s  i n  t h i s  
a c c o u n t  s h a l l  be r e p a i d  t o  A . I . D .  

( 2 )  IFC c o v e n a n t s  t h a t  t h e  p l a n n e d  f o r m a l  e v a l u a t i o n  o f  
FIAS s h a l l  c o v e r  i t s  a c t i v i t i e s  i n  Sub-Saharan A f r i c a  and  t h a t  
t h e  s c o p e  o f  work f o r  t h i s  e v a l u a t i o n  s h a l l  b e  r e v i e w e d  w i t h  
A . I . D .  i n  a d v a n c e  t o  e n s u r e  t h a t  A . I . D . ' s  i n t e r e s t s  a r e  
a d d r e s s e d .  



ANNEX A 

FIAS - LOG FRAME 
Narrative Summary Objectively verifiable Means of Verification Important 

Indicators Assumptions 

Goal Measure of Goal Achievement - Economic indicators. Assumptions for Achieving Goal - increase the - Increased private investment - Project evaluations. - ~vailability of investment - - - ~ - - -~ 

participation of private and business activity in - ~ a t a  on private invest- capital. 
foreign investment in the Sub-Saharan Africa. ment in ~f rica, - A private enterprise system 
development process in - Increased contribution to particularly for exists. 
Sub-Saharan Africa. domestic economic activity contracts assisted by 

by the private sector. FIAS. 

Project Purpose - EOPS - 
- To imvrove the requlatory - Enhanced capacity of FIAS to - 
environment in selected - provide technical inputs to - 
African countries and Sub-Saharan Africa. 
to assist governments in - Improved climate for foreign 
planning and implementing and domestic private investment. 
programs to attract foreign - Improved investment 
investment. opportunities in Sub-Saharan 

countries for foreign 
investors. 

Project Evaluation. 
FIAS activity reports. 
Data on foreign 
investment in Africa, 
particularly for 
countries assisted by 
FI AS. 

Assumptions for Achieving Purpos~ - Adequate political and social 
stability to allow foreign 
private investment. - Institutions and personnel of 
cooperating countries are able 
to use technical assistance anc 
information. 

- Positive receptivity to 
technical assistance, 
information and education 
by assisted governments. 



FIAS- Log Frame (continued) 

N a r r a t i v e  Summary O b j e c t i v e l y  V e r i f i a b l e  Means o f  V e r i f i c a t i o n  I m p o r t a n t  
I n d i c a t o r s  Assumpt ions  

@LP!L!S & i~n i tude  o f  O u t p u t s  - FIAS d a t a  c o n c e r n i n g  - Techn ica l  m i s s i o n s  
i n v e s t m e n t  m i s s i o n s  and scheduled,  c o m p l e t e d  w i t h  

1. Government  c a p a c i t y  t o  - A p p r o x i m a t e l y  2 0  t e c h n i c a l  r e g i o n a l  workshops.  necessary f o l  l o w -  l h r o u g h .  
a n a l y z e  and  a s s e s s  t h e i r  m i s s i o n s  t o  c o u n t r i e s  i n  
i n v e s t m e n t  e n v i r o n m e n t  and Sub-Saharan  A f r i c a .  - Data c o n c e r n i n g  f o r e i g n  - S a t i s f a c t o r y  l e v e l  o f  
t o  r e v i s e  t h e i r  r e g u l a t o r y  i n v e s t m e n t  i n  FIAS a s s i s t e d  r e c e p t i v i t y  f o r  p r i v a t e  
s t a n d a r d s  based  on m a r k e t  - F IAS A f r i c a  s t a f f  i n c r e a s e s  c o u n t r i e s .  e n t e r p r i s e  d e v e l o p m e n t  a t  
f a c t o r s .  t o  s u p p o r t  expanded program. c o u n t r y  - 1  eve1 . 

- Data c o n c e r n i n g  t i m e  t a k e n  
2.  I m p r o v e d  p o l  i c y  f ramework  - T ime t o  c o n c l u d e  i n v e s t m e n t  t o  c o n c l u d e  i n v e s t m e n t  - Governments w i l l  s e r i o u s l y  

t h r o u g h  i n t r o d u c t i o n  o r  d e c i s i o n s  c u t  by  h a l f  i n  d e c i  s i  ons.  endeavor t o  imp1 emen t 
r e f i n e m e n t  o f  i n v e s t m e n t  F I A S - a s s i s t e d  c o u n t r i e s .  recommendations o f  F IAS 
code .  - P r o j e c t  e v a l u a t i o n s  m i s s i o n s .  

- I n c r e a s e  i n  p o s i t i v e  f o r e i g n  
3. L e g a l .  f i n a n c i a l .  and i n v e s t m e n t  d e c i s i o n s  i n  

a d m i n i  s t r a t i  v e  p r o c e s s  o f  F I A S -  a s s i s t e d  c o u n t r i e s .  
i n i t i a t i n g  f o r e i g n  
i n v e s t m e n t s  w i l l  become 
more e f f i c i e n t .  f a s t e r ,  and  
l e s s  burdensome i n  a s s i s t e d  
c o u n t r i e s .  

4 .  I n c r e a s e d  u n d e r s t a n d i n g  b y  
r e c i p i e n t  governments  o f  
t h e  i n v e s t m e n t  o b j e c t i v e s  
and o p e r a t i o n a l  methods o f  
U.S. and  o t h e r  f o r e i g n  
i n v e s t i n g  c o r p o r a t i o n s .  

5 .  Improved  c a p a c i t y  by 
IFC/F IAS t o  p r o v i d e  
p r a c t i c a l  and  e f f e c t i v e  
i n v e s t m e n t  a d v i s o r y  
s e r v i c e s  t o  A f r i c a n  
c o u n t r i e s .  



3 o r 3  + 
P 

FIAS- .. : ~ o g  frame (continued) 

N a r r a t i v e  Summary O b j e c t i v e l y  V e r i f i a b l e  Means o f  V e r i f i c a t i o n  Impor tant  
I n d i c a t o r s  Assumptions 

- A.I.D. g r a n t  o f  $2 .1  
mi 11 i o n  t o  suppo r t  FIAS 
t e c h n i c a l  m i s s i o n s  i n  sub- 
Saharan c o u n t r i e s .  

- AFRIMOI c o o r d i n a t i o n  w i t h  
USAID m i s s i o n s  i n  suppo r t  
o f  FIAS a c t i v i t i e s  i n  t h e i r  
c o u n t r i e s .  

- $700,000 p e r  y e a r  f o r  3 
yea rs .  

AID disbursement accounts.  

F I A S  reco rds .  

P r o j e c t  e v a l u a t i o n s .  

b s u m ~ t i o n s  f o r  P r o v i d i n q  
InDuts 
- Continued r e c e p t i v i t y  o f  

cooperat ing c o u n t r i e s  t o  
increased 1  eve1 s  o f  f o r e i g n  
and domestic p r i v a t e  
investment. 

- On-going o p e r a t i o n s .  o f  FIAS 
as broker o f  
i n f o r m a t i o n / t e c h n i c a l  
serv ices f o r  n a t i o n a l  and 
regional  i n s t i t u t i o n s .  

- Timely d e l i v e r y  o f  d o n o r  
support t o  FIAS. 



FIAS Activity Report to the IFC Board of Directors, December 1988 

1. Activities of the Foreign Investment Advisory Service (FIAS) have 
expanded rapidly since the last full report of the Board of Directors 
in early September 1987. This report covers FY88 and the first 
quarter of FY89. During this period, the number of advisory projects 
identified and completed has increased substantially, research has 
been carried out, and funds have been raised to help support FIAS 
activities. These activities are described in more detail below. A 
proposal for converting FIAS to a joint facility sponsored by IFC and 
MIGA was structured, and approved by the Boards of both institutions 
in late 1988, essentially after the period covered by this report. 

A. Advisory Projects 

2. During the period under review, 11 advisory projects were com- 
pleted in 10 countries and in the ASEAN regional grouping. Advisory 
projects are now underway in seven countries and new projects are 
being prepared in five others. The projects that are underway or 
planned in six countries follow up earlier FIAS work. By maintaining 
such a continuing involvement, FIAS staff are able to deepen their 
understanding of the particular problems and potentials of the indi- 
vidual countries, thereby making assistance more effective. Brief 
summaries of projects completed or now underway are given below. 

Asia 

3. When FIAS was first established, it concentrated its advisory 
assistance in Asia, with financial support from a UNDP regional 
program. During the period under review, FIAS worked in seven coun- 
tries: Bangladesh, China, Indonesia, Malaysia, Papua New Guinea, the 
Philippines, and Thailand. In addition, assistance was given to the 
Association of South East Asian Nations (ASEAN). 

4. Bangladesh: FIAS submitted a report in January 1988 to the 
Ministry of Industries that recommended changes in policies and the 
regulatory/industrial framework for foreign direct investment in 
Bangladesh. The report reviewed the Governmentfs objectives and 
expectations regarding foreign investment, and evaluated policies in 
light of these objectives. It analyzed specific problems related to 
project promotion, financing, implementation, and monitoring, and 
recommended specific policy and institutional changes to be imple- 
mented. Subsequently a number of administrative changes have been 
made that are consistent with FIAS recommendations. 

China: China was the first FIAS client in 1986. FIAS assistance 5 .  - 
has included a comprehensive review of China's investment policies, 
and assistance to the Legal Bureau of the State Council in the prepa- 
ration of a new contractual joint venture law, which was promulgated 
in April 1988. FIAS also participated in an IBRD mission, and wrote 
part of the report, on "External Trade and Capital Reform" (6680-CHA, 
Oct. 20, 1987). Most of the recommendations on FDI i n  that report are 
being implemented. The fourth FIAS project, which began i n  FY88, 
focused on ways in which enterprises with foreign direct investment 
can obtain sufficient amounts of foreign exchange, and ways in which 



t h e y  can  borrow b o t h  t h e  l o c a l  c u r r e n c y  and  f o r e i g n  exchange from, o r  
have  such  l o a n s  g u a r a n t e e d  by, f i n a n c i a l  e n t e r p r i s e s  i n  China .  The 
f i n a l  r e p o r t  w a s  s e n t  t o  t h e  Government i n  September 1988, and t h e  
recommendations were d i s c u s s e d  i n  B e i j i n g  i n  October  1988.  

6 .  I n d o n e s i a :  FIAS comple ted  a r ev i ew  of t h e  r e g u l a t o r y  framework 
f o r  f o r e i g n  d i r e c t  i nves tmen t  i n  A p r i l  o f  1988.  The r ev i ew  f o c u s e d  on 
t h e  complex i ty  of  t h e  r e g u l a t o r y  sys tem and  a  number o f  s p e c i f i c  
p r o v i s i o n s  t h a t  may have  a n e g a t i v e  e f f e c t  on t h e  t y p e s  of  f o r e i g n  
d i r e c t  i nves tmen t  t h a t  I n d o n e s i a  i s  s e e k i n g .  The FIAS f i n d i n g s  were 
d i s c u s s e d  s e p a r a t e l y  w i t h  t h e  Government, b u t  were a l s o  a n  i n p u t  i n t o  
a  l a r g e r  s t u d y  of  t h e  r e g u l a t o r y  envi ronment  by t h e  Bank, which p a i d  
f o r  p a r t  o f  t h e  c o s t  of  FIAS work. I t  i s  e x p e c t e d  t h a t  some o f  t h e  
recommendat ions w i l l  b e  p a r t  of a  package of r e g u l a t o r y  changes t h a t  
are e x p e c t e d  t o  b e  announced b e f o r e  t h e  end  of t h e  y e a r .  A t  p r e s e n t ,  
FIAS i s  r e v i e w i n g  p o t e n t i a l s  and  impediments f o r  f o r e i g n  d i r e c t  
i nves tmen t  i n  e x p o r t - o r i e n t e d  a g r i c u l t u r e  i n d u s t r i e s .  A p r o j e c t  t o  
h e l p  s t r u c t u r e  a n  i nves tmen t  promot ion  program i s  a l s o  b e i n g  p r e p a r e d .  

7 .  Ma lays i a :  I n  J u l y  1987, FIAS p r o v i d e d  t r a i n i n g  f o r  two s e n i o r  
o f f i c i a l s  o f  t h e  M i n i s t r y  of  I n d u s t r y  on methods of  e v a l u a t i n g  t h e  
impact  o f  f o r e i g n  inves tmen t  p r o j e c t s  on t h e  economy. A s s i s t a n c e  i n  
d e s i g n i n g  a n  i nves tmen t  m o n i t o r i n g  sys t em i s  b e i n g  c o n s i d e r e d  f o r  
CY89. 

8 .  Papua N e w  Guinea:  FIAS i s  p r o v i d i n g  a s s i s t a n c e  i n  t h e  r e v i s i o n  of  
t h e  f o r e i g n  inves tmen t  law,  w i t h  t h e  o b j e c t i v e  o f  s i m p l i f y i n g  and 
s t r e a m l i n i n g  s c r e e n i n g  and  a p p r o v a l  p r o c e d u r e s  f o r  f o r e i g n  d i r e c t  
i n v e s t m e n t ,  and  r a t i o n a l i z i n g  t h e  r e l a t e d  i n s t i t u t i o n a l  framework. 
The f i r s t  phase  o f  t h i s  work i s  schedu led  f o r  comple t ion  i n  December 
1988 .  

9 .  The P h i l i p p i n e s :  Dur ing  FY88 FIAS a s s i s t e d  t h e  Department of  
A g r i c u l t u r e  t o  i d e n t i f y  p o l i c y  changes  t h a t  may s t i m u l a t e  p r i v a t e  
i n v e s t m e n t s  t o  r educe  p o s t - h a r v e s t  l o s s e s  o f  g r a i n .  A s  p a r t  o f  t h i s  
work FIAS o u t l i n e d  t h e  r o l e  t h a t  f o r e i g n  d i r e c t  i nves tmen t  may p l a y  i n  
p o s t - h a r v e s t  s e r v i c e s ,  and  s u g g e s t e d  p o l i c y  changes  needed t o  encour-  
a g e  such  i n v e s t m e n t .  FIAS h a s  s u b s e q u e n t l y  d r a f t e d  t e r m s  of r e f e r e n c e  
of  a  p r o j e c t  t o  h e l p  t h e  Government d e s i g n  a f o r e i g n  inves tmen t  
promot ion  s t r a t e g y ,  and  a  d a t a  b a s e  t o  measure  f o r e i g n  d i rect  i n v e s t -  
ment i n f l o w s .  The work w i l l  b e  funded  by Government f u n d s  and  w i l l  b e  
comple ted  i n  1989 .  FIAS a l s o  p a r t i c i p a t e d  i n  November 1988 i n  a j o i n t  
m i s s i o n  w i t h  t h e  Bank t o  a d v i s e  t h e  Government on ways t o  improve t h e  
e f f e c t i v e n e s s  o f  i t s  d e b t - e q u i t y  program. 

1 0 .  T h a i l a n d :  I n  FY88 FIAS rev iewed t h e  i nves tmen t  promot ion  law and  
i t s  r e l a t i o n s h i p  t o  t h e  o b j e c t i v e s  of t h e  s i x t h  N a t i o n a l  Economic and 
S o c i a l  P l a n .  The r e p o r t  made a number of  s p e c i f i c  recommendations f o r  
t h e  r e v i s i o n  of i nves tmen t  i n c e n t i v e s  t o  better  l i n k  i n c e n t i v e s  t o  
o b j e c t i v e s ,  and t o  p r o v i d e  g r e a t e r  t r a n s p a r e n c y  t o  i n v e s t o r s .  Some o f  
t h e s e  recommendations have  a l r e a d y  been p u t  i n t o  e f f e c t .  A fol low-up 
r e q u e s t  f o r  a s s i s t a n c e  f o r  s u p p o r t  i n  s t r e n g t h e n i n g  t h e  r o l e  of Board 
of  Inves tment  i n  promot ing  t echno logy  and  r e g i o n a l  development i s  now 
under  r e v i e w .  

11. Asia R e g i o n a l :  A s  t h e  r e q u e s t  of  t h e  ASEANfs Committee f o r  
I n d u s t r y ,  M i n e r a l s  and Energy,  FIAS o u t l i n e d  a s t r a t e g y  f o r  harmoniz- 
i n g  i nves tmen t  i n c e n t i v e s  and o t h e r  i nves tmen t  p o l i c i e s  among ASEAN 



member states. On the basis of this first report, additional work is 
underway to identify specific ways in which ASEAN members are compet- 
ing among themselves for foreign investment. 

Africa 

12. In early 1988, the UNDP provided a $1.75 million regional program 
to help support FIAS work in Africa. The FIAS program involves 
assistance to individual African countries, work with regional groups, 
and analysis of common investment policy issues. 

13. Ghana: Following earlier diagnostic work, FIAS is helping the 
Ghana Investments Centre to develop an investment promotion program. 
The program includes assistance from the Irish Development Authority 
funded by the Government of Ireland and two resident advisors. 

14. Guinea: A FIAS mission visited Guinea in May 1988 to review the 
investment climate, investment incentives, and institutional issues of 
special concern in investment screening and promotion. The mission 
report, which includes a proposal for institution-building assistance 
in the area of foreign investment promotion, was transmitted in 
September and will be discussed with the Government in early 1989. 

15. Kenya: In February 1988, FIAS reviewed the investment climate 
and several issues of special concern to the Investment Promotion 
Centre (IPC). A proposal was made for follow up work covering assis- 
tance in the preparation of an Investment Code; strengthening IPC1s 
promotional capabilities, in particular the training of IPC staff; and 
reviewing existing technology transfer approval arrangements and 
international linkages to technology information sources. 

16. Madagascar: FIAS is completing a review of the investment 
climate, focussing on export industry investment promotion, and the 
possibilities for using swap transactions to help finance investment 
in the proposed export processing zones. The latter work will be 
coordinated with that of the IFC Capital Markets Department, with a 
FIAS report expected by the end of 1988. 

17. Senegal: In October 1988, FIAS began to investigate the feasi- 
bility of formulating a foreign investment promotion strategy for 
agricultural and agro-industrial development of the Senegal River 
Valley area. This activity would complement ongoing Government and 
Bank efforts to formulate a Master Plan for the area's development. 
FIAS will review the applicable investment regime and survey relevant 
foreign investor attitudes to identify the policy changes required to 
achieve the Government's objectives. This work could lead to an IFC- 
supported promotional program. 

18. Togo: A FIAS mission went to Togo in late September 1988 to 
review the investment climate, and identify needed changes in the 
investment code. The findings of the mission were discussed with key 
Government officials in December 1988, and a drafting framework for a 
revised code was developed jointly. 

Other Countries 

19. Now that advisory programs in Asia and Africa are firmly in 
place, FIAS is beginning to develop programs in Latin America, and 



Europe and the Middle East. The two projects that have been completed 
are described below. 

20. Haiti: At the request of the bank, FIAS conducted a desk review 
of a draft new Investment Code for Haiti. The review was completed in 
August 1988 with recommendations for simplifying and clarifying the 
code. 

21. Yugoslavia: The Government is presently engaged in the prepara- 
tion of major new legislation to govern joint ventures and other forms 
of foreign-investment in ~ugoslavia. ~ u r i n ~  the past year FIAS 
responded to a request from the Government to provide assistance in 
reviewing the policy framework for foreign direct investment in the 
country, and in identifying obstacles to an increased flow of such 
investments. At a meeting in September 1988, FIAS agreed in principle 
to provide further assistance to: (a) review the concepts and termi- 
nology of the new law before it is promulgated; (b) help design a 
debt-equity swap program that would encourage foreign investment; and 
(c) help improve Yugoslavia's investment promotional effects. All 
three elements of the program will be completed in FY89. 

0. Regional Seminars and Workshops 

22. Africa Reqional: FIAS is working with the Preferential Trade 
Area of Eastern and Southern African States (FTA), the Southern 
African Development Coordination Conference (SADCC), the Economic 
Community of West African States (ECOWAS), the West African Clearing- 
house, the Economic Community of General African States (CEEAC) and 
the African Development Bank to design assistance for their member 
countries to promote worthwhile foreign private investment. In 
September 1988 FIAS gave a workshop in Washington for five of these 
regional agencies dealing with: (a) the regional harmonization of 
foreign investment policies; (b) encouraging direct investment by 
promoting intra-regional trade and investment in Africa; and (c) IFCfs 
investment experience in Africa and innovations in IFCfs approach (a 
topic of particular interest to the African Development Bank and the 
ECOWAS Fund). FIAS has also begun to prepare a regional roundtable in 
Africa scheduled for September 1989 on the subject of foreign invest- 
ment promotion. All countries and regional organizations participat- 
ing in the FIAS Africa program will be invited together with represen- 
tatives of the private sector. 

23. Asia Symposium: In collaboration with the Asian Development Bank 
(ADB), in early 1988 FIAS organized a major symposium in Manila on 
trends and prospects for foreign direct investment in Asia. The 
Symposium was attended by senior government officials and prominent 
businessmen from 13 developing countries. There also were representa- 
tives from industrial country firms and governments. The symposium 
was funded by the UNDP and the ADB, and proceedings of the meeting 
were recently published. 

24. Asia Workshop in Investment Promotion: A workshop to discuss 
alternatives and issues of foreign investment promotion was held by 
FIAS in Bangkok in October 1988. The workshop, part of the Asia 
regional program funded by UNDP, was hosted by the Board of Investment 
of Thailand, and attended by senior officials of seven countries in 
the region. 



C. Research 

2 5 .  Dur ing  t h e  p e r i o d  under  rev iew,  FIAS i n i t i a t e d  and  completed two 
a p p l i e d  r e s e a r c h  p r o j e c t s  t o  s u p p l y  a n a l y s i s  and  i n f o r m a t i o n  e s s e n t i a l  
t o  i t s  a d v i s o r y  work. The two p r o j e c t s  d e a l t  w i t h :  (a)  t e c h n i q u e s  
f o r  p romot ing  f o r e i g n  d i r e c t  i nves tmen t ;  and  (b )  t h e  impact  o f  d e b t  
e q u i t y  swaps programs on f o r e i g n  i n v e s t m e n t .  Both r e s e a r c h  p r o j e c t s  
were funded  i n  p a r t  by t h e  World Bank Research  Committee. 

2 6 .  Promot ion :  FIAS h a s  been  a s k e d  by a l a r g e  number o f  d e v e l o p i n g  
c o u n t r i e s  t o  h e l p  them s t r u c t u r e  e f f e c t i v e  i nves tmen t  promot ion  
programs.  I t  i s  t h e  p e r c e p t i o n  o f  FIAS s t a f f  t h a t  a l o t  o f  money and 
e f f o r t  i s  was t ed  on promot ion  programs,  y e t  n o t  much i s  known abou t  
what app roaches  t o  i nves tmen t  promotion have  been  e f f e c t i v e  ( i f  a n y ) .  
T h e r e f o r e ,  FIAS commissioned P r o f .  Lou i s  T. Wells o f  t h e  Harvard  
B u s i n e s s  School  t o  rev iew t h e  promot ion  t e c h n i q u e s  t h a t  have been  
used ,  and  i d e n t i f y  t h o s e  app roaches  t h a t  have  been  most e f f e c t i v e .  
The comple ted  r e s e a r c h  i s  a  u s e f u l  s tar t  i n  u n d e r s t a n d i n g  t h i s  d i f f i -  
c u l t  s u b j e c t .  The r e s e a r c h  r e p o r t  was used  as t h e  b a s i s  f o r  d i s c u s -  
s i o n s  a t  t h e  As i a  r e g i o n a l  workshop on inves tmen t  promotion d e s c r i b e d  
above .  It w i l l  b e  u sed  i n  o t h e r  c o u n t r i e s  a s  w e l l .  

2 7 .  Debt-Equi ty  Swaps: FIAS comple ted  r e s e a r c h  on t h e  e f f e c t s  o f  
d e b t - e q u i t y  swaps on f o r e i g n  d i r e c t  i nves tmen t  i n  September 1988.  The 
r e s e a r c h  was done whol ly  by FIAS s t a f f ,  and  i n v e s t i g a t e d  swap programs 
i n  A r g e n t i n a ,  B r a z i l ,  C h i l e  and  Mexico. The r e s e a r c h  e f f o r t  e x p l o r e d  
how much a d d i t i o n a l  FDI was i nduced  by swaps, t o  what u s e s  t h e  funds  
were p u t ,  and  how governments  c o u l d  b e t t e r  d e s i g n  swap programs t o  g e t  
more o f  what t h e y  want f rom FDI. 

2 8 .  The p a p e r  h a s  been c i r c u l a t e d  and d i s c u s s e d  w i t h  o f f i c i a l s  of  t h e  
f o u r  c o u n t r i e s .  FIAS h a s  begun a d v i s o r y  work b a s e d  on t h i s  r e s e a r c h  
i n  two o t h e r  c o u n t r i e s  (Pe ru  and  t h e  P h i l i p p i n e s ) ,  and  i s  p l a n n i n g  
work i n  Yugos lav ia  f o r  Feb rua ry  1989. There  have  a l s o  been  p r e l i m i -  
n a r y  d i s c u s s i o n s  a b o u t  work i n  s e v e r a l  o t h e r  c o u n t r i e s  i n c l u d i n g  
Ecuador  and  Egyp t .  

2 9 .  Ownership and c o n t r o l .  FIAS h a s  found  t h a t  v a r i o u s  r e s t r i c t i o n s  
on owner sh ip  and  c o n t r o l  t h a t  can  be e x e r c i s e d  by f o r e i g n  i n v e s t o r s  
remain  a  s i g n i f i c a n t  impediment t o  f o r e i g n  inves tmen t  i n  a  s u b s t a n t i a l  
number o f  d e v e l o p i n g  c o u n t r i e s .  Consequent ly ,  FIAS h a s  i n i t i a t e d  
r e s e a r c h  t o  i d e n t i f y  more p r e c i s e l y  t h e  measures  t h a t  have  been u s e d  
t o  l i m i t  i n v e s t o r s '  c o n t r o l ,  t h e  o b j e c t i v e s  h o s t  c o u n t r i e s  hope t o  
a c h i e v e  w i t h  t h e s e  measures ,  and  t h e  effects  t h e y  have on t h e  amount 
and  c h a r a c t e r  o f  f o r e i g n  i n v e s t m e n t .  The u l t i m a t e  a i m  o f  t h e  r e s e a r c h  
i s  t o  i d e n t i f y  ways i n  which deve lop ing  c o u n t r i e s  may a c h i e v e  t h e i r  
b a s i c  o b j e c t i v e s ,  w h i l e  r e d u c i n g  u n d e s i r a b l e  n e g a t i v e  side e f f e c t s .  





IFC's 
Foreign Investment 
Advisory Service 

A Resource for Governments IFC established the Foreign Investment I Advisory Service (FIAS) to provide this 

eign investment, but they also want to 
manage the process effectively and fairly. 

Many developing country governments 
are interested in attracting direct foreign 
investment. These governments under- 
stand that maintaining a favorable climate 
is a prerequisite for encouraging invest- 
ment of this type. At the same time, they 
wish to ensure that foreign investment 
conforms to national development priori- 
ties and objectives. They want more for- 

In some of these countries, the invest- 
ment climate already is conducive to at- 
tracting direct foreign investment. In 
others, policies and regulations originally 
conceived in pursuit of different objectives 
may actually work against attracting the 
foreign investment these governments are 
now seeking. In these cases, there may well 
be a need for advice on adjusting policies, 
regulations and institutional arrangements 
in order to  attract more foreign invest- 
ment in priority sectors, without jeopar- 
dizing vital national interests. 

kind of counsel. It is a service that Fro- 
vides practical advice based on three de- 
cades of experience in facilitating the suc- 
cessful introduction of direct foreign in- 
vestment into developing countries. In- 
deed, it has always been IFC's objective to 
work towards investments that are both 
profitable and contribute to the essential 
interests of host countries. 



The Role of FIAS 

FIAS will help member governments to 
review and adjust policies, regulations and 
investment promotion strategies that af- 
fect foreign investment. It will advise on 
procedures for the promotion, appraisal, 
approval and monitoring of direct foreign 
investment activities. Ultimately, the pur- 
pose of FIAS is to assist requesting govern- 
ments to attract additional foreign private 
capital, technology and management into 
key sectors of a nation's economy. 

Works 

The scope, timing and duration of an 
assignment will be determined in consulta- 
tion with the requesting government, after 
which a team of IFC investment policy 
analysts with appropriate experience and 
skills will begin to  work on the project. 
The team also will draw on the services of 
other IFC staff, whose interdisciplinary 
skills (economic, legal, financial and tech- 
nicaI) will be valuable resources in the 
design and implementation of policy rec- 
ommendations. When appropriate, out- 
side consultants with specialized skills also 
may be used. It is the firm policy of FIAS 
to bring together the best available team to 
ensure the success of the project. 

A multilateral trust fund has been creat- 
ed to help support FIAS work. The trust 
fund will cover a substantial portion of the 
cost of individual advisory projects. The 
remainder will be provided by the request- 
ing government, either from its own re- 
sources or  from third-party donors. 

Generally, FIAS can provide assistance 
to member governments in four main 
areas: 

formulating a general framework of 
policies and institutions to promote 
and regulate direct foreign invest- 
ment. 

establishing the policies that will fa- 
cilitate direct investment in specific, 
priority industries. 

devising foreign investment promo- 
tion strategies. 

developing policies to govern tech- 
nology transfer. 



The Goal of FIAS 

FIAS is designed to help a country ben- 
efit fully from foreign investment, tech- 
nology and knowhow. Countries typically 
would like: a greater volume of foreign 
investment in priority activities; the best 
possible terms of foreign participation; and 
more seriously committed foreign partners. 
After 30 years as an investor and adviser 
in the private sectors of developing coun- 
tries, IFC has a strong sense of what con- 
stitutes a good deal, how a country can get 
it, and how to make it fair for all con- 
cerned. 

FIAS uses this expertise to help govern- 
ments perfect their role by specifically 
helping them to: 

PLAN: review other countries' 
experiences and relevant 
gIobal situations; formu- 
late targeted foreign in- 
vestment strategies, in- 
cluding supportive poli- 
cies and incentives; 

REGULATE: 

PROMOTE: 

EVALUATE: 

SERVICE: 

BENEFIT: 

MONITOR: 

define the rules of the 
game clearly and realisti- 
cally; 

find cost-effective ways to 
interest competing foreign 
firms in investment possi- 
bilities; 

know what to look for, and 
how to evaluate offers; 

support investors in get- 
ting the job done and in 
obtaining their proper 
rewards; 

deepen national gains 
through encouraging 
stronger project linkages 
to the domestic economy 
and to domestic institu- 
tions; 

provide feedback on how 
the process has worked 
and how it can be im- 
proved. 



A Practical Approach 

FIAS provides practical advice and con- 
crete proposals that can be implemented 
quickly. What's more, the service helps a 
member country to  implement these rec- 
ommendations. For example: 

FIAS can help structure cost-effec- 
tive incentives for foreign investors 
and design a workable institutional 
framework for promoting, screen- 
ing, monitoring and assisting foreign 
investment projects. 

FIAS can help develop and imple- 
ment a promotion strategy for a 
priority sector (e.g., petrochemicals, 
shrimp farming, forest products, or  
commodity terminals and ports). 
Once the underlying basis for an 
industry's international comparative 
advantage has been confirmed, an 
appropriate promotion strategy can 
be determined, inclusive of the req- 
uisite changes in policies, incentives, 
regulations and institutional ar- 
rangements. IFC can then help to  
identify acceptable foreign investors 
and to  finance specific projects. 

FIAS at Work: Some Recent 
Examples 

1. THE PEOPLE'S REPUBLIC OF 
CHINA requested assistance in reviewing 
the policy and regulatory framework that 
affects foreign direct investment, with a 
view to identifying specific changes which 
would accelerate foreign investment in 
priority areas of the economy. The work 
started with identification of the main pol- 
icy issues as perceived both by the country 
and by potential or actual foreign inves- 
tors. 

In the light of IFC and foreign investor 
experience, FIAS then reviewed the les- 
sons learned from the experiences of other 
developing countries that seemed most 
relevant to China's situation. Topics in- 
cluded technology transfer, foreign ex- 
change regulation, investment financing, 
investment incentives, foreign investment 
promotion and project evaluation. Results 
of this first phase were presented at a 
seminar given in China for central and 
provincial government officials. 



The second phase of FIAS work helped 
China to improve its own foreign invest- 
ment regime. It began with a review, to- 
gether with the World Bank, of China's 
foreign trade and investment policies. This 
was followed by assistance in the prepara- 
tion of China's new law governing contrac- 
tual joint ventures. Working to help over- 
come restrictions on foreign exchange al- 
location is the principal current focus of 
the continuing relationship with China. 

2. GHANA requested assistance to 
implement its new investment code. In the 
first phase, FIAS drafted legal guidelines 
to clarify and simplify application of the 
code. To this end, it suggested ways to 
streamline and re-orient procedures, orga- 
nizational arrangements and work pro- 
grams for the Investment Centre responsi- 
ble for code implementation. FIAS also 

identified problems in the investment en- 
vironment that could prevent the Invest- 
ment Centre from being effective in 
achieving the code's objectives; in key 
areas, solutions were suggested which re- 
flected the comparative experience of 
other developing countries. Results of this 
phase were discussed at a workshop held 
in Ghana that was widely attended by 
Government officials, as well as by the 
private sector. 

A second phase involves a series of tasks 
to help the Investment Centre carry out its 
work. The focus is on completing neces- 
sary environmental reforms, launching an 
investment promotion program and train- 
ing Investment Centre staff, especially 
those engaged in promotional activities 
and in screening technology transfer agree- 
ments. 



3. Other assignments in progress in- 
clude: 

THAILAND, where FIAS is helping the 
Government to review investment incen- 
tives, regulations and procedures govern- 
ing project screening and promotion, as 
well as the role of the Board of Invest- 
ments, which is responsible for these func- 
tions. 

PHILIPPINES, where FIAS is examining 
post-harvest services for cereal crops, with 
a view to identifying priority investment 
opportunities and policies required to in- 
duce appropriate local and foreign private 
initiatives. 

BANGLADESH, where FIAS is review- 
ing the policy, regulatory and institutional 
framework for attracting foreign direct in- 
vestment. 

YUGOSLAVIA, where FIAS is evaluat- 
ing relevant lessons from other developing 
countries' experiences, in the context of 
Yugoslavia's renewed efforts to attract for- 
eign investment. FIAS is focusing on in- 
vestment laws and regulations, joint ven- 
ture ownership and management control, 
technology transfer and investment pro- 
motion. 

.I* 

ASEAN (the Association of Southeast 
Asian Nations), where FIAS is helping to 
formulate a proposal for harmonizing in- 
vestment incentives among member states. 



International Finance 
Corporation 

The International Finance Corporation 
brings a number of strengths to this ad\.+ 
sory work. IFC, an affiliate of the World 
Bank, was established in 1956 to promote 
the economic development of its member 
countries through private sector invest- 
ment. It is the world's largest multilateral 
organization providing financial assistance 
in the form of loan and equity to the 
private sector in detleloping countries. 

Since beginning operations, IFC has 
been associated with more than 2,000 
companies and financial institutions in 
supporting over 1,000 business ventures 
in more than 90 countries. The total capi- 
tal cost of these projects has amounted to 
over $35 billion. More than one-fourth of 
IFC's projects have involved joint \.en- 
tures between local investors and foreign 
companies that contribute capital, tech- 
nology and/or management to the enter- 
prises. 



As a result of this track record, IFC is 
recognized around the world as a catalyst 
for private sector development in the 
Third World. It is regarded as an "honest 
broker" able to  mediate objectively be- 
tween foreign and local investor interests. 
These institutional qualities make IFC 
uniquely qualified to assist governments in 
attracting foreign investment capital. Gov- 
ernments and investors alike can be confi- 
dent that FIAS, based on its past record, 
will pay particularly- close attention to 
helping member governments attract for- 
eign investment that will be in the interests 
of both the domestic economy and foreign 
investors. 

IFC Staff Resources 

IFC has a staff of more than 300 profes- 
sionals with "hands-on" experience in 
working with local and foreign investors in 
the structuring of private enterprises in 
developing countries. These include finan- 
cial officers with project appraisal skills, 
attorneys who structure joint venture 
agreements between local and foreign 
investors, economists who can assess a 
country's international comparative ad- 
vantage in a particular sector, and engi- 
neers who specialize in the technical ap- 
praisal of projects, as well as sectoral capa- 
bilities and needs. No other institution in 
the world can deploy personnel with this 
depth of experience in private sector in- 
vestment in developing countries. 

It is on  the basis of these resources that 
IFC is now offering foreign investment 
advisory services on a systematic basis to  
all of its member countries. 

CONTACT: 
Mr. Dale R. Weigel, Deputy Director 
Development Department 
International Finance Corporation 
1818 H Street, N.W. 
Washington, D.C. 20433 
Telephone: 202-676-04 1 1 
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August 23, 1989 

Ht. Warren Weinstein 
Room 2485 
S t a t e  Departmeat Building ' 

Agency for International 
Developnant 

Washington, D.C. 20523 

Dear Usrren: 

You will recall that staff of the Foreign Investment Advisory 
Service (PIAS) have had numerous conversations with you azd your s t a f f  
regarding FIRS operations in Africa, and a possitle contribution by AID 
to p e m i t  FIAS to increase these operations. FIAS is c o w  requesting 
that A13  provide us wi th  a &oral of USS2.1 million over three years to 
support and increase our operations in Africa. 

We thank you for your support i n  th i s  w t t e r  and look fcrward to 
our future coopera~ion. 

S ' cerely yours, B & R w , ~  
Dale R. Weigel \J 

Manager 
Foreign Investment Advisory Service 

IFC/HIGA 



5C(2) - PROJECT CHECKLIST 

Listed below are statutory cgiteria applicable 
to projects. This section is divided into two 
parts. Part A includes criteria applicable to 
all projects. Part B applies to projects funded 
from specific sources only: B ( 1 )  applies to all 
projects funded with Development Assistance; 
B ( 2 )  applies to projects funded with Development 
Assistance loans; and B(3) applies to projects 
funded from ESF. 

A. GE?ESP.L CRZTERl A FOR PROJECT 

1. FY 1989 Appropriations Act Sec. 523; FAA 
Sec. 634A. I f  money is sought to 
obligated for an activity not previously YES 
justified to Congress, or for an amount 
in excess of amount previously justified 
to Congress, has Congress been properly 
notified? 

2. FPA Sec. 611(a)111. Prior to an 
obligation in excess of $500,000, will 
ther e  be (a) engineering, financial or 
other plans necessary to.ca.rry out the 
assistance, and (b) a reasonably firm 
estimate of the cost to the U.S. of the 
assistance? 

3. FAA See. 611(a)(21. If legislative - action is required within recipient . 

- country, vhat is the basis for a 
reasonable expectation that such action 
will be completed in time to permit . 
orderly accomplishment of the purpose of 
the assistance? 

YES 



4. FAA Sec. 611(b); FY 1989 Appropriations 
Act Sec. 501. If project is for water or 
water-related land resource construction, 
have benefits and costs been computed t o  N/A 
the extent practicable in accordance with 
the principles. standards. and procedures 
established pursuant to the Water 
Resources Planning Act (42 U.S.C. 1962, 
et m.)? (See A.I.D. Handbook 3 for - 
guidelines.) 

5. FPA Sec. 611(e). If project is capital 
assistance (e.u.. construction), and 
total U.S. assistance for it vill exceed 
$1 million, has Mission Director 
certified and Regional Assistant 
Administrator taken into consideration N/A 
the country's capability to maintain and 
utilize the project effectively? - 

6 .  FAA S e c .  209 .  Is project susceptible to T h i s  is  bo th  a  
execution as part of regional or r e g i o n a l  and  a  
multilateral project? If so, why is m u l t i l a t e r a l  p r o j e c t .  
project not so executed? Information and. 
conclusion whether assistance will 
encourage regional development programs. 

7 .  Fm S e c .  6Ol(aL. Information and 
conclusions on whether projects will 
encourage efforts of the country to: 
(a) increase the flow of international 
trace: (b) foster private initiative and 
competition; (c) encourage development 
and use of cooperatives, credit unions. 
and savings and loan associations; 
(d) discourage monopolistic~practices; 
(e) improve technical efficiency of 
industry, agriculture and commerce; and 
(f) strengthen free labor unions. 

T h i s  p r o j e c t  w i l l  h e 1  
a t t r a c t  f o r e i g n  i n v e s  
ment i n t o  A f r i c a n  
c o u n t r i e s .  I t  w i l l  
r e s u l t  i n  i n c r e a s e d  
t r a d e ,  f o s t e r  p r i v a t e  
b u s i n e s s ,  encourage  t 
development  o f  local 
i n s t i t u t i o n s ,  and 
improve e f f i c i e n c y . '  

8. FAA Sec. 601fbL. Information and U.S. p r i v a t e  t r a d e  an 
conclusions on how project will encourage i n v e s t m e n t  i n  A f r i c a  
U . S .  private trade and investment abroad w i l l  be encouraged  by 
and encourage private U.S. participation t h i s  p r o j e c t .  
in foreign assistance programs (including 
use of private trade channels and the 
services of U.S. private enterprise). 



9. FAA Secs. 612(b). 636(h). Describe steps Countries a s s i s t e d  b, 
taken to assure that, to the maximum F I A S  a re  required t o  
extent possible, the country is meet many of t h e  loc' 
contributing local currencies to aeet the cost, of PIAS expert 
c a s t  of contractual and other services, 
and foreign currencies owned by the U.S. 
are utilized in lieu of dollars. 

10. FAA S e c .  612(dl. Does the U.S. own N/A 
excess foreign currency of the country 
and, if so, vhat arrangements have been 
made for its release? 

11. FY 1989 A ~ ~ r o v r i a t i o n s  Act Sec. 521. If 
assistance is for the production of any 

N/A 

commodity fcr export, is the commodity 
likely to be in surplus on world markets 
at the time the resulting productive 
capacity becomes operative, and is such - 
assistance likely to cause substantial 
injury to U.S. producers of the same, 
s i ~ l l a r  or competing commodity? 

12. FY l9e9 Appropriations Act Sec. 549. NO 
Kill the assistance (except for programs 
in Caribbean Basin Initiative countries 
under U.S. Tariff Schedule "Section 807," 
which allows reduced tariffs on articles 
asseKbled abroad from U.S.-made 
c o ~ p o n e n t s )  be used directly to procure 
feasibility studies, prefeasibility 
studies, or project profiles of potential 
investment in, or to assist the 
establishment of facilities specifically 
designed for, the manufacture for export 
to the United States or 'to 'third country 
markets in direct competition with U.S. 
exports, of textiles, apparel, footwear, 
handbags, flat goods (such as wallets or 
coin purses worn on the person), work 
gloves or leather wearing apparel? 

13. FPLA S e c .  119(q)(4)-(6) 6 (101. Will the NO 
assistance ( a )  support training and 
education efforts which improve the 
capacity of recipient countries t o  
prevent loss of biological diversity; 
(b) be provided under a long-term 
agreement in which the recipient country 
agrees to protect ecosystems or other 



wildlife habitats; (c) support efforts 
to identify and survey ecosystems in 
recipient countries worthy'of 
protection; or (d) by-. any direct or 
indirect means significantly degrade 
national parks or similar protected areas 
or introduce exotic plants or animals 
into such areas? 

14. FAA See.  121(dL. If a Sahel project. has N/A 
a determination been made that the host 
government has a n  adequate system for 
accounting for and controlling receipt 
and expenditure of project funds (either 
dollars or local currency generated 
therefrom)? 

15. FY 19.@9 Appropriations Act. If 
assistance is to be made to a United 
States PVO (other than a cooperative 
development organization). does it obtain 
at least 20 percent of its total annual 
funding for international activities from 
soErces other than the United States 
Government? 

16. FY 1469 Appropriations Act Sec. 5 3 8 .  If 
assistance is beirig made available to a 

N/A 

FVO, has that organization provided upon 
timely request any document, file, or 
record necessary to the auditing 
req'uirements of A.I.D.. and is the PVO 
registered with A.I.D.? 

17. FY 1989 Ap~ropriations Act Sec.  514. If 
funds are being obligated under an 

N/A 

appropriation account to which they were 
not appropriated, has prior approval of 
the Appropriations Committees of Congress 
been obtained? 

18. State Authorization Sec. 139 (as 
interpreted by conference report). Has 

N/A 

confirmation of the date of eigning of 
the project agreement. including the 
amount involved, been cabled to State LIT 
and A.I.D. LEG vithin 60 days of the 
agreement's entry into force vith respect 
t o  the United States. and has the full 
text of the agreement been pouched t o  
those same offices? (See Handbook 3. 
Appendix 6G for agreements covered by 
this provision). 



FU?:DING CRITERIA FOR PROJECT 

1. Development Assistance Project Criteria 

a. FY 1989 Appropriations Act Sec. 548 
(as interpreted by conference report 
for original enactment). If 
assistance is for agricultural 
development activities (specifically, 
any testing or breeding feasibility 
study, variety improvement or 
introduction, consultancy, 
publication, conference. or 
training), are such activities ( a )  
specifically and principally designed 
to increase agricultural exports by 
the host country to a country other 
than the United States. where the 
export would lead to direct 
competition in that third country 
with exports of a similar commodity 
grown or produced in the United 
States, and can the activities 
reasonably be expected to cause 
substantial injury to U.S. exporters 
of a similar agricultural commodity; 
or (b) in support of research that is 
intended primarily to benefit U.S. 
producers? 

FAA Secs. 102(b), 111, 113. 281(aI. 
Describe extent to which activity 
will (a) effectively involve the poor 
in development by extending access t o  
economy at local le~e1,~increasing 
labor-intensive production and the 
use of appropriate technology, 
dispersing investment from cities to 
small towns and rural areas, and 
insuring wide participation of the . 
poor in the benefits of development 
on a sustained basis, using 
appropriate U.S. institutions; 
(b) help develop cooperatives, 
especially by technical assistance, 
to assist rural and urban poor t o  
help themselves toward a better life, 
and otherwise encourage democratic 
private and local governmental 

Foreign investments 
will create jobs and 
promote general 
economic growth, thu 
assisting the poor a 
women. The project 
also will promote 
regional 



institutions; (c) support the 
self-help efforts of developing 
countries; ( d )  promote the 
participation of =men in the 
national economies of developing 
countries and the improvement of 
women's status; and (e) utilize and 
encourage regional cooperation by 
developing countries. 

c .  FAA Secs. 103, 103A. 104, 105. 106, YES 
120-21: FY 1989 Apvropriations Act 
(Develo~ment Fund for Africal. Does 
the project fit the criteria for the 
source of funds (functional account) 
being used? 

d .  FAR S e c .  107. Is emphasis placed on - 
use of appropriate technology 

N/A 

(relatively smaller, cost-saving, 
labor-using technologies that are 
generally most appropriate for the 
small farms, small businesses, and 
snall incomes of the poor)? 

e. FXA Secs. 110, 124(dl. Will the N/A 
recipient country provide at least 25 
percent of the costs of the program, 
project, or activity with respect to 
which the assistance is to be 
furnished (or is the latter 
cost-sharing requirement being waived 
for a "relatively least developedw 
country) ? 

'1 

f. F?S S e c .  128(bL. If the activity YES 
attempts to increase the 
institutional capabilities of private 
organizations or the government of 
the country, or if it attempts to 
stimulate scientific and 
technological research, has it been 
designed and will it be monitored to 
ensure that the ultimate 
beneficiaries are the poor majority? 



g. FAA Sec. 281fbL. Describe extent to 
which program recognizes the 
particular needs, desires, and 
capacities of the'people of the 
country; utilizes the country's 
intellectual resources to encourage 
institutional development; and 
supports civil education and training 
in skills required for effective 
participation in governmental 
processes essential to 
self-government. 

h. F Y  1989 ~ ~ ~ r o p r i a t i o n s  Act Sec. 536. 
Are any of the funds to be used for 
the performance of abortions as a 
method of family planning or to 
motivate or coerce any person to 
practice abortions? 

Are any of the funds to be used to 
pay for the performance of 
involuntary sterilization as a method 
of family planning or to coerce or 
provide any financial incentive to 
any person to undergo sterilizations? 

Are any of the funds to be used to 
pay for any biomedical research which 
relates, in whole or in part, to 
methods of, or the performance of, 
abortions or involuntary 
sterilization as a means of family 
planning? 

-. '1 

i. FY 1989 Ap~ropriations Act. Is the 
assistance being made available to 
any organization or program which has 
been determined to support or 
participate in the management of a . 

program of coercive abortion or 
involuntary sterilization? 

If assistance is from the population 
functional account. are any of the 
funds t o  be made available t o  
voluntary family planning projects 
which do not offer. either directly 
or through referral to or information 
about access to, a broad range of 
family planning methods and services? 

Foreign investments 
will help promote 
economic-growth, 
institutional develo 
ment, and train 
workers and managers 



j. FAA Sec. 601(eL. Will the project 
utilize competitive selection 
procedures for the awarding of 
contracts, except vhere applicable 
procurement rules Zllow otherwise? 

k. FY 1989 A ~ ~ r o ~ r i a t i o n s  Act. What 
portion of the funds will be 
available only for activities of 
economically and socially 
disadvantaged enterprises, 
historically black colleges and 
universities, colleges and 
universities having a student body in 
which more than 40 percent of the 
students are Hispanic Americans, and 
private and voluntary organizations 
which are controlled by individuals 
who are black Americans, Hispanic - 
Americans. or Native Americans, or 
who are economically or socially 
disadvantaged (including women)? 

YES 

FAA Sec. llB(c1. Does the assistance 
c o ~ p l y  with the environmental N/A 
procedures set forth in A.I.D. 
Regulation 161 Does the assistance 
place a high priority on conservation 
and sustainable management of 
tropical forests? Specifically, does 
the assistance, to the fullest extent 
feasible: (a) stress the importance 
of conserving and sustainably 
managing forest resources; (b) 
support activities which offer 
employment and income afternatives to 
those who otherwise would cause 
destruction and loss of forests, and 
help countries identify and implement 
alternatives to colonizing forested 
areas; (c) support training 
programs, educational efforts, and 
the establishment or strengthening of 
institutions to improve forest 
management; ( d )  help end destructive 
slash-and-burn agriculture by 
supporting stable and productive 
farming practices; (e)  help conserve 
forests which have not yet been 
degraded by helping to increase 



production on lands already cleared 
or degraded; (f) conserve forested 
watersheds and rehabilktate those 
which have been daforested; ( g )  
support training, research, and other 
actions vhich lead to sustainable and 
more environmentally sound practices 
for timber harvesting, removal, and 
processing; ( h )  support research t o  
expand knowledge of tropical forests 
and identify alternatives vhich will 
prevent forest destruction, loss, or 
degsadation; ( i )  conserve biological 
diversity in forest areas by 
supporting efforts to identify, 
establish, and maintain a 
representative network of protected 
tropical forest ecosystems on a 
worldwide basis, by making the 
establishment of protected areas a 
condition of support for activities 
involving forest clearance or 
degradation, and by helping to 
identify tropical forest ecosystems 
and species in need of protection and 
establish and maintain appropriate 
protected areas: (j) seek to 
increase the awareness of U.S. 
government agencies and other donors 
of the immediate and long-term value 
of tropical forests; and (k)/utilize 
the resources and abilities of all 
relevant U.S. government agencies? 

FAA Sec. llB(c)(13).. If the N/A 
assistance will support a program or 
project significantly affecting 
tropical forests (including projects 
involving the planting of exotic 
plant species), will the program or 
project (a) be based upon careful . 

analysis of the alternatives 
available t o  achieve the best 
sustainable use of the land, and 
(b)/take full account of the 
environmental impacts of the proposed 
activities o n  biological diversity? 



n. FAA Sec. 118(c)(141. Will assistance 
be used for (a) the pqocurement or - 

N/A 

use of logging equipment, unless a n  
environmental assessment indicates 
that all timber harvesting operations 
involved will be conducted in an 
environmentally sound manner and that 
the proposed activity vill produce 
positive economic benefits and 
sustainable forest management 
systems; or (b) actions which vill 
significantly degrade national parks 
or similar protected areas vhich 
contain tropical forests, or 
introduce exotic plants or animals 
into such areas? 

o. FAA Sec.  118(c)(lSl. Will assistance - N/A 
be used for (a) activities which 
would result in the conversion of 
forest lands to the rearing of 
livestock; (b) the construction. 
upgrading, or maintenance of roads 
(including tenporary haul roads for 
logging or other extractive 
industries) which pass through 
relatively undegraded forest lands; 
( c )  the colonization of forest lands; 
or (d )  the construction of dams or 
other water control structures which 
flood relatively undegraded forest 
lands, unless with respect to each 
such activity an environmental 
assessment indicates that the 
activity will contrtbut* 
significantly and directly to 
improving the livelihood of the rural 
poor and will be conducted in an 
environmentally sound manner which 
supports sustainable development? . 

p .  FY 1989 Aovro~riations A c t .  I f  - 
assistance will come from the 
Sub-Saharan Africa DA account, is it 
(a) to be used to help the poor 
majority in Sub-Saharan Africa 
through a process of long-term 
development and economic grovth that 
is equitable, participatory, 
environmentally sustainable, and 
self-reliant; (b) being provided in 
accordance with the policies 
contained in section 102 of the FAA; 

YES 



(c) being provided. vhen conistent 
with the objectives of such 
assistance, through African, United 
States and other f V O s  that have 
demonstrated effectiveness in the 
promotion of local grassroots 
activities o n  behalf of long-term 
development in Sub-Saharan Africa; 
(dl being used t o  help overcome 
shorter-term constraints t o  long-term 
development, to promote reform of 
sectoral economic policies, to 
support the critical sector 
priorities of agricultural production 
and natural resources, health, 
voluntary family planning services, 
education, and income generating 
opportunities, to bring about 
appropriate sectoral restructuring of 
the Sub-Saharan African economies, t o  
support reform in public 
administration and finances and to 
establish a favorable environment for 
individual enterprise and 
self-sustaining development, and to 
take into account, in assisted policy 
reforms, the need to protect 
vulnerable groups; (e) being used to 
increase agricultural production in 
ways that protect and restore the 
natural resource base, especially 
food production, t o  maintain and 
improve basic transportation and 
communication networks, to maintain 
and restore the renevable natural 
resource base in ways that increase 
agricultural production, t o  improve 
health conditions with special 
emphasis o n  meeting the health needs 
of mothers and children, including . 
the establishment of self-sustaining 
primary health care systems that give 
priority t o  preventive care, t o  
provide increased access to voluntary 
family planning services, to improve 
basic literacy and mathematics 
especially t o  those outside the 
formal educational system and t o  
improve primary education, and t o  
develop income-generating 
opportunities for the unemployed and 
underemployed in urban and rural 
areas? 



q. FY 1989 k>pro~riations Act Sec. 515. 
If deob/reob authority is sought t o  
be exercised in the provision of DA 
assistance, are the funds being 
obligated for the same general 
purpose. and for countries within the 
same general region as originally 
obligated, and have the 
Appropriations Committees of both 
Houses of Congress been properly 
notified? 

2. Development Assistance Project Criteria 
(Loans O n l v l  

a. FAA Sec. 122(b). Information and ??/A 
conclusion on capacity of the country - 
to repay the loan at a reasonable 
rate of interest. 

b. FAA Sec. 620(dr. If assistance is N/A 
for any productive enterprise which 
will compete with U.S. enterprises, 
is there a n  agreement by the 
recipient country to prevent export 
to the U.S. of more than 20 percent 
of the enterprise's annual production 
during the life of the loan, or has 
the requirement to enter into such a n  
agreement been waived by the 
President because of a national 
security interest? 

- '. 
c. FAA Sec. 1221b). Does the activity 

give reasonable promise of assisting 
long-range plans and programs 
designed t o  develop economic 
resources and increase productive 
capacities? - 



F R O M  U O R L D  B R N K  - N I G n  XLbU6TRATfVE COUNTRY PROJECT BUDGET 

CAMEROON XNVESTHENT CODE 

Recoaai ssance Missian (2 weeks) 

Purpose: To deliver detailed coments t o  Cameroon officials on 
present draft o f  investment code and t o  ereablish interest for 8 
subsequent workshop, 

Cost for consultants 

Mr. Leslie Delatour 
Airfare - 4,300 to0 
Hotel - 1,500.00 
Eh~enges - 1,000.00 
Fees - 2,400.00 

9,200.00 

Consultents Total 

Cost to FIAS 

Mr. Hartin Hartigan 
S t a f f  T i m e  

Mr. Wayne Edfsis 
S t a f f  T h e  

FIAS Total 6,000.00 

Phase I Total 15,200.00 

Phase 11: Workshop Preparatloa (2 weeks) 

Purpose : To produce s model'text of the code that will serve as a 
basis  for workshop discussions, 

Cost  for Consultants 

Mr. Leslie Delatour 
Expenses - 1,000.00 
Fees - 2,400.00 

3,400.00 

Mr. Jean-Jacques Lecat 
Fees 2,000.00 

Mr. Rafael Benvenisti 
Fees - 1,000.00 

ANNEX G 

1 of 3 

Consultants Total  



F R O M  WORLD BQNK - R I G R  

- . . L  . 
Cost t o  FIAS . .c .I . - . . 

Hr, Joel Bergsman 
Staff Time .: 

. - u* . 
Mr. Wayne Edlsis 

Staff Time 

- ( T H U ) 8 9 . 0 7 .  ' 8 9  20:84 NO. I5 , -, : 

- P U S  Total 6,000.00 

Phase XI Total 12.000.00 

Phase 111: P a l s  A.Worhhap (8 &ye) 

Purpose: To produce a complete draft of a new investment code, 

Cost  per Cameroonian Participant 

Airfare - 4 22,500.00 
Hotel . - 1,200.00 
Expenses 

Total Assunlng 4 Participants 

Cost  for Consultants 

Mr. Leslie Delatour 
Airfare - 2,500.00 
Hotel - 1,200.00 
Expenses - 650.00 
Fees 

Mr. Jean-Jacques Lecat 
Fees - 6,000.00 

X t  . Rafael Benvenisti 
Airfare - 1,500.00 
Hotel - 1,200.00 
Expenses - 650.00 
Fees 

Consultants Total 

C o s t  of Support Services 

Sir i l t a~eous  Interpretation 6,003.40 
Refreshnents 

Total Services 



F R O M  UORLO BRNK - M I G Q  - 

Coat to FIAS 
a: 

Mr. Joel Bergsman 
** . . - , .  Airfare 

. - -., 3 ; Hotel 
. . : .  Expenses 

Staff Tfmc 
. , 

Mr. ~ a y n e  EdLsis 
Alrfsre 
Ha tel 
Expenses 
Staff 'Time 

FIAS Total 24,700.00 

Phase 11 1 Cotal 70,000.00 
1 

Grand Total Phases I, I1 and III 97,600.00 

UNDP Contribution for Phase I 12,800 .OO 

Contribution from F U S  Trust Fund for PUS Staff Time 24,100.00 

Remaining Amount Needed from External Funding 60,400 -00 


