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L RATIONALE FOR TRADE AND INVESTMENr PROGRAMS

A. PrIvate Sector Development as an Engme of EconomIc Growth

In todays compenhve mtemanonal economy, expanded trade and
mvestment (TI) IS key to a more effIeent and productive pnvate sector TIus IS
parncularly true m the ThIrd World where a strong and vIgorous pnvate sector
IS needed to propel econOmIC growth Increasmgly, outward-onented
development strategtes are seen as VItal to lowenng debt burdens and alleViating
stagnanon m developmg countnes As a result, growmg emphasIs IS bemg
placed on TI promonon by both donor agenaes and host county governments m
theIr development strategtes The expected outcomes mclude Job creahon,
foreIgn exchange earnmgs, mcreased flow of foreIgn mvestment, Improved
balance of payments, and greater dIversIficatIon and mtemahonal
competlhveness of the productlve base

B. Why InterventIons are Needed for Expanded Trade and Investment

Convenhonal econOmIC theory argues that a developmg country can
achIeve a more outward-onented economy by changmg unfavorable econOmIC
pollees WhIle creatmg favorable pohey enVIronments IS of cnncallmportance,
promotIon and busmess support are also effecnve mstruments for expandmg
trade and mvestment Indeed, where there are large pohcy dIstorhons, a country
can rarely afford to WaIt for a perfectly ranonal polley enVironment to be
achieved before promoting outward-onented development

Lack of access to technology and busmess know-how, and flawed
mformatIon about opportumnes are among the pnmary barners to expanded
trade and mvestment m developmg countnes ThIs bamer IS a learrung process
whIch fIrms deslnng to successfully enter the mtemanonal market must
undergo With regard to exports, this learnmg process begIns WIth acqUIrmg
knowledge of market opportumnes followed by development of the capability to
produce to buyers' speaflcahons and, fInally, learmng what IS entaIled m the •
actual expornng process (shlppmg, customs, etc)

SlmIlarly, both foreIgn and local mvestors must learn the vanous steps to
be taken to bnng a project to complenon nus learnmg process takes hme and
reqUIres the kmd of assIStance supphed by busmess servIce prOViders In thlS
Ime of reasonmg, provldmg busmess servICes that help mdlvldual fums move
along tros learmng curve IS JustIfied, not only lD the econOInlC argument as a
way to address the otherwIse prorobInve cost to an mdIvldual firm of plOneenng
exports, but also as a means of counteractmg dIsmcennves to new lDvestment
In most developmg countrIes, mtervennon IS JustIfied because the local busmess
communIty can not support the development of the speaahzed busmess ServICes
fIrms need m order to expand mtemanonally
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L RATIONALE FOR TRADE AND INVESTMENT PROGRAMS

Enterpnse learmng problems are most acute m the mtItIal phase when
fIrms are acquInng the basIc mformatIon and know-how reqwred to operate
successful export busmesses or to complete mvestment proJects In the early
stages, the role of catalytIc agents of mnovators - - fIrms or mdividuals who
possess the necessary mformatIon and now-how to make an export busmess or
mvestment proJect work - - are cntIcal These catalytIc agents often create
pressure on governments to change unfavorable polIces Therefore, asSIstance
mtervennons, by IdentIfyIng and/or provlCung busmess serVlces, can promote
trade and mvestment drrectly and, mdlI'ectly, move governments toward
modIfIcatIons of mappropnate polley enVIronments

C. The Process of Trade and Investment ExpanSIon

In order to establIsh effectIve trade and mvestment programnung, publIc
sector or prIvate, non-profIt mstItutIons must deade wluch types of aSSIstance
programs are needed when helpmg pnvate sector enterpnses Busmess serVice
may mclude helpmg to attract foreIgn mvestment to developmg countrIes,
assIstmg IndIVldual fIrms With dIrect exports, or helpIng develop busmess
lmkages With foreIgn fIrms for technology or capItal ThIs trammg program IS
organIZed to reVIew Issues relevant to the process of trade and Investment
expanSIOn, mcludIng

• DesIgmng Trade and Investment Programs

• The Needs (and MotIvatIon) of the EnterprIse

• Orgamzmg the SerVlce MIx to Promote Trade and Investment

• IntermedIary OrganIZatIons

• Issues of Pnang and Fees

• ManagIng Pnvate Sector Trade and Investment Strategies

• A I D Expenence m Trade & Investment PromotIon
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11 AN APPROACH FOR DESIGNING
TRADE AND INVESTMENT PROGRAMS

At the end of thIs seSSlon, partIcIpants wIll

1 have a clear deflIUhon of trade and mvestment programs,

2. know the factors utilized to assess country context,

3 understand how the country context shapes possIble strategtes,

4 be aware of the Importance of clanfylng the desired transachon
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II. AN APPROACH FOR DESIGNING TRADE AND INVESTMENT PROGRAMS

A DefImtIon of Trade and Investment ProgrammIng

For our purposes, trade and Investment (TI) programnung IS defmed as a
set of servIces offered ultlmately to an mchvIdual or fIrm to help It pursue a
specIttc transactIon such as exportlng or executlng a foreIgn Investment The
sImplest way to conceptua1J..ze trade and mvestment programnung IS to thmk of
It relatIve to what transactlon the benef1aary of the servIces IS expected to
accomplIsh, namely an export, mvestment, or formatIon of a JOInt venture or
coventure (WhIle JOInt ventures Involve eqUIty-shanng, "co-ventures" refer to
all other types of non-eqwty sharmg cooperatIve relatIonshIps such as hcensmg
agreements, productIon sharIng, etc) TIns approach of defmmg trade and
Investment serVIces In terms of the transactIon deSIred IS a SImple and practlcal
typology for analYZing and deSIgnIng TI programs

Trade and tnvestment programs are a collectton of servtces supplted to
parttcular enterpnses to acJueve speaftc goals.

HelpIng a fum export a product reqUIres a very different set of SerVICes
than does aSSIstIng a foreIgn fIrm m makIng a deCISion to Invest Lmkmg
mechum-sIZed ftrms for non- trachtIonalintematIonal busmess actiVItIes such as
JOInt ventures IS also qwte chstlnct although there 15 some overlap WIth the
reqUIrements of export promotion and mvestment attractIon One reason to
separate Jomt and coventures as major types of transactIons IS that serVICes
prOVIded to both U S busmess and to local f1rms are often more complIcated and
of longer duration than trachtIonal export promotIOn or Investment attraction
serVIces

DifferentIatmg between export and mvestment promotIon when
analyzmg and desIgnIng TI strategtes IS sometlmes confusmg smce new
Investment, such as an Investment In a free zone, often leads to exports
SImIlarly, export promotIon and Jomt venture development usually lead to
Investment The purpose of tlus desIgn typology IS to chfferentIate between
export promotIon programs, whIch deal mamly With helping local fIrms bwld
the capaaty and networks to export their own products, and Investment
attractlon programs, whIch look outward to attract a foreign firm, usually by
promoting the attnbutes of the host country and provIdmg faahtatIon SerVICes
to prospectIve Investors ComplIcating thIS dIStlnctlon, however, IS the fact that
many organIZatIons may house both Investment attractIon and export
promotlon actIVItIes When both are housed together, there IS a need to
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II. AN APPROACH FOR DESIGNING TRADE AND INVESTMENT PROGRAMS

carefully segregate act1vloes and deSIgn dIfferent orgaruzaoon and control
structures for each funct10n

An Important aspect of deSIgn IS to clarIfy and dlstmgwsh the dramatIcally
dIfferent servIces needed to aSSIst a local exporter from those used to attract
general mvestors, foreIgn mvestors, and to bUIld JOInt and coventures

B. The Country Context Dictates the Possible Strate~s

The fIrst step In deSIgnIng any TI Interventlon IS an assessment of the
country context ThIs context IS compnsed of many factors PhySical
mfrastructure affects busmess development, wrole the pohey enVIronment
provides mcentlves or dismcentlves to engage m export or mvestment
transact10ns Often, the techmcal mfrastructure (the presence of laboratones,
traImng Insntutlons, and other such organlZaoons) IS crlOCal for the local
busmess commumty to flounsh or to attract foreIgn mvestment or technology
transfer Much has been WrItten about the mterrelanonsrop of pollees, natural
resources and many other factors that make up the country context ThIs study
acknowledges the cntlcal aspect of the country context and argues that, m
unfavorable contexts, some aspects of 11 programs Will probably not work

At the SImplest level, It IS possible to categonze country contexts as
favorable or unfavorable Fmer classmcanons can be drawn for more accurate
posltlonmg of dIfferent country enVIronments, and can be helpful m makIng
deSign chOICes Even large amounts of funds WIll not be able to establlsh an
effecnve Investment attract10n program m an unfavorable busmess context

In contrast, an export promotlon or coventure strategy that builds off local
busmess capablhnes IS more hkely to be successful m a dIffIcult enVIronment
because the transacnon deSIred does not rely on major rIsk Involvement from a
foreIgn fum Many countnes With dIfficult, or obViously undesIrable •
Investment envIronments, have pursued Investment attracnon programs With
llttle success But theIr programs to Increase the capabwnes of local firms to
export or lInk With foreIgn firms for technology shanng or co-productlon have
had some posinve results Hands-on export promonon and Jomt
venture/coventure strategies had the best chances of success In countnes With
unfavorable country contexts, wlule Investment attractlon programs were
successful only In more favorable country contexts, as 111ustrated In the folloW11lg
diagram
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The country context IS a cruaallssue to consIder In desIgmng trade and
Investment programming In order to aVOId applymg preVIously successful
models to Inappropnate country contexts For example, the ongmal structure of
CINDE In Costa RIca was successfully auned at attracting US fIrms to Invest m
free zones m that country The orgarnzatIon, staffIng and servIces developed
were all geared to helpmg the U S flI'IIl gam general mfonnatIon about Costa
RIca, organIZe reconnaIssance VISIts, and facilitate the fInn m Its deasIOn
making and regulatIOn-clearmg With the government The orgamzanon
annually budgeted between 4 and 7 nulbon dollars to mamtaIn overseas OffICes
In the U S and Europe These offIces were staffed by Costa RIcans who could
effecnvely commumcate the realIty of theIr home country bUSIness
enVIronment ThIS strategy, however, would not work m a country WIth an
unattractIve mvestment en\-Ironment, nor would thIs orgamzanonal structure
b2 appropnate to support the mdustry speafic needs of local fIrms m export
promotIon or capacity-bUIldmg

In the last few years, CINDE has developed a new export promooon and
capaaty bul1dmg program Tlus has reqwred a dIfferent orgamzatIonal structure
and staff to channel Industry experts and consultants Into Costa RIca to work
WIth the VarIOUS industrIes ThIS Inward-focused program uses very dIfferent
services, networks and types of staff from those of the Investment attractIon
program orIgmally launched

C Oanfytng the DeSIred TransactIOn

Trade and Investment programnung must ulnmately affect mdividual
firms Whether a program prOVIdes fInancmg, Informanon, or techmcal
aSSIstance, It IS desIgned to cause indIVIdual firms to take a certaIn acnon, 1 e to
export, make an Investment or form a JOint or coventure
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II AN APPROACH FOR DESIGNING TRADE AND INVESTMENT PROGRAMS

Program planmng IS most effectIve when It 15 clear about the type of
transactlon It IS trymg to foster - exports, foreIgn mvestment or other
InternatIonal bUSIness hnkages mcludIng Jomt ventures and coventures
(contractual arrangements such as hcensmg, coproducnon agreements, etc)
However, m order for an enterpnse to receive the most effecnve seI'Vlces, Its
practlcal needs must be IdentIfted, as dIscussed m the followmg sectlon
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m. THE NEEDS OF THE ENTERPRISE

At the end of thIs sesswn, partIcIpants wIll

1 understand how the needs of the enterpnse are served by trade and
Investment,

2 know the motIvatIons that drIve all trade and Investment,

3 learn how trade and investment ServICes match clIents' needs and the
transact10n focus

4 reVIew the phases of the project cycle and how trade and mvestment
servIces asSIst an enterprIse through all phases



ill. TIlE NEEDS OF TIlE ENTERPRISE

A IdentIfytng The Needs of the Enterpnse

At the general level, actIon by an enterpnse can be descnbed. as a deaslOn
makIng process that begms by IdentIfymg a gap that eXIsts between the company's
present SItuatIon and an alternatIve future poSItIon That gap must be clearly
IdentIfIed m terms of ItS root causes and the type of actlon necessary to aclueve
overall company goals For example, a potentIal exporter must gam InformatIon
that a speafIc export market eXISts, what eqUlpment changes he Will have to
make, and how these mvestments will help hun gam access to the potentIal
market and generate the expected new mcome To move from general gap
IdentIfIcatIon (the IdentIfIed opportunIty) to actual new mvestment and busmess
actIvIty, a company must gather InformatIon for busmess plans, search out
possIble partners and fmancmg optIons, mvestIgate feasIbl1Ity, and actually start
up the new plant or product actIVIty

B MotIvatIons of the EnterprIse that Drive Trade and Investment

Compames are usually motIvated to pursue trade and mvestment
strategIes by a desIre to lower cost, acqUIre a new market pOSItIon (With new
products, new geographIc expansIon or other market dIfferentIatIon), or to
ldennfy ways of gauung unexpected revenues (lIcensmg, technICal asSIstance
agreements, sale of used eqwpment, etc)

The Same BasiC MotIves Drive All Trade and Investment

• To Lower Costs
• To Develop and/or Expand Markets
• To GaIn Unexpected or Surpnse Revenues

C. Trade and Investment Services that Meet Oients' Needs

Compames reqwre a Wide range of InformatIon, asSIstance and, espeaally,
access to busmess networks to move them through the sequential steps of project
development Many trade and mvestment programs have fal1ed to understand
that Identlfymg market opportunities and locating dIstnbutlon channels or
buyers IS not enough Chents In both developmg and developed countnes must
also be aSSIsted m Improvmg theIr ability to capture these markets or mvest
abroad TIus reqwres SpecIalIzed technIcal asSIStance Thus, m order to move
the chent move through the project development sequence the project cycle-
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IlL TIlE NEEDS OF TIiE ENTERPRISE

from opportumty ldentIfIcatIon to start up, programs must provIde a
comprehenSIve and appropnate set of SeI'Vlces

Considenng the dIfferent servIces reqwred. to support speoflc transactlons,
It IS possible to loosely charactenze any trade and mvestment program as a set of
services that help a company move through the project cycle for a particular
transactlon, as Illustrated. below

TRADE AND INVESTMENT PROMOTION SERVICES
THAT MATOf NEEDS OF CUENTs AND TRANSACI10N FocuS

CLIENT NEED I TRANSACnON
EXPORT JV/CV IlNVESTMENTPROMOll0N

Idea Market research to Idenbfy IdenbfiCahon of Investment Opportumty
~1anf1catlon busmess/export surpnse revenue promoted (foreign finn)

Opportunity source through
(local firm) hcensmgof

technology
(developed country
fum)

Preplannmg Market study for speafJ.c AnalYSiS of finn's Informanon on busmess
& products (local bnn) needs and plannmg chmate and mvestment

Quahbcatlon aSSIStance mcenbves m partlcular
(local/ foreign firms) country

(foreign finn)

Search for • Locate dlStnbutors, • Identlfy comparable • Locate appropnate Sites
Partners & brokers or buyers bnns of factory space
Resources

• Attend trade shows With • Brokerage ServICes • Support VISits to country
products (foreign/local (local/foreign (foretgn finn)
firms) firms)

• Grant to cover • Grant for feaslblllty
Detuled TA to Improve product travel or feaslblbty studies (local/foretgn
Feasibility design and quabty for expenses brms)

export market
speclficanons • Deal-making
(local fums) assIstance

(local foreign fums)

The PrOject Cycle IS charactenzed here by four distInct cycles Regardless of
the transaction focus (I e export, Jomt or coventure, or Investment promotion),
each company graduates from cycle 1 to 4 along the learnmg curve For example,
when the transactlon focus 15 on expornng, the lnloal stage (I e , Idea
clarification) mvolves the trade and mvestment (TI) service of extensive market
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m. THE NEEDS OF TIlE ENTERPRISE

research to IdentIfy busmess and export opportunIties The second cycle (1 e
preplanmng and qualIfIcatIon) mvolves the TI serVIce of a market study for a
specIfIC product that the local fIrm shall produce for export Once the
opportunIty has been IdentIfIed and the speafIc product chosen, the thrrd cycle
(1 e a search for partners and resources) commences At tlus stage, the exporter
IS m need of the TI servIce of locatmg chstnbutors, brokers, or buyers Tlus stage
mvolves attendmg trade shows to mtroduce to potentIal partners the speafic
product mtended for export The fourth stage (1 e detaIled feasibility) reqUIres
the TI serVIce of techmcal assistance to Improve the design and qualIty of the
export product so that It can be produced accordIng to the speafIcatlons needed by
the export market By provIdmg a umque bundle of ServiCes for a gIven
transactIon focus, TI services can asSiSt the enterpnse m mOVIng along the
learmng curve to achieve desIred goals Although the specifIc TI services
reqUIred by Jomt/coventures and mvestment promotIon differ from those of the
export transactIon descnbed above, each transaction reqUIres a custonuzed set of
services to be utIlIzed at each stage of the project cycle

II!::=I========-=-...CO_N_CL_U_SI_O_N__-======-==-<- ==-==1
Many obstacles may mhlbIt a fIrm from movmg through a project cycle to

get a new venture movmg -SCarce management expertIse, lImited fmanoal
resources and the mabIlIty to acqUIre or use InformatIon are major ImpedIments
Also Important IS the psycholOgIcal reluctance to attempt mternatlonal busmess
and the mabIlIty to plan effectIvely These types of needs can be addressed by
different TI program servICes The design challenge lIes m orgamzmg a program
that can package and dehver the most crItical servIceS m a way that enables a
company/benef1clary to move through all the steps of the project cycle
ProvIdmg Just one type of assIStance - such as InformatIon - may be frwtless If
the company can't remove other key constramts

On a more Industry-Wide level, the need to prOVIde busmess serVIces to
fledghng export sectors m developmg countnes IS farrlyeVIdent UntIl a country
IS able to achieve a basIC level of success m exports of partIcular products, the cost
to mdlvldual entrepreneurs of acqUIrIng the necessary know- how to export
(mcludmg SpeCIfIC Information about product design, qualIty control, packagmg,
pncmg, productIon processes, etc.) IS very lugh However, once a few successful
export operatIons are establIshed, the costs to other busmessmen of replIcatIng
such success are conSIderably lower because sources of Informanon and know
how are then avaIlable locally (and can often be acqUIred by hmng workers and
managers away from the plOneenng fIrms) Furthermore, once the learmng
process IS underway, entrepreneurs benefIt from mcreasmg returns to scale from
mformatIon acquIsItion and traInIng ThIs IS frequently demonstrated by a rapid
acceleratIon of export sales once fIrms reach a certam pomt on the export
learmng curve
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IV ORGANIZING THE SERVICE MIX TO
PROMOTE TRADE AND INVESTMENT

At the end of thzs sesszon, partzclpants wzll

1 learn the major trade and Investment services packaged In a program,

2 understand trade and Investment goals and the focus of chent support;

3 reView several examples of trade and Investment programs With
dIffenng objectives (export, mvestment, Jomt or co-ventures),

4 discuss flndmgs of several trade and mvestment programs



IV ORGANIZING THE SERVICE MIX TO PROMOTE TRADE AND INVESTMENT

A MaJOr Trade and Investment ServIces Packaged m a Program

The provIsIon of busmess servIces to fums, whether or not exphCltly
stated, IS usually a major focus of 11 programmmg Servtces may be prOVIded by
a host of sponsors mcludmg governments, prIvate mstItutIons, and non-profIt
orgamzatIons SerVIces prOVIded by governments mclude commercIal
representatIon abroad, pubhshmg and dissemmatIng trade statlstIcs and
mformatlOn gathermg They also help to arrange partIcIpatIon of local exporters
m speaallZed trade farrs (It has been recommended that the actIvItIes of
government organlZatlOns be lmuted to these types of servIces, argumg that
more speClahzed technIcal aSSIstance IS best supphed by prIvate sector servtce
provIders) In the followmg sectIon, there are summary examples of a number of
dIfferent trade and mvestment programs mcludmg state government programs,
the US & ForeIgn CommerClal ServIce and a varIety of AID supported
mitIatlves The examples are categorIZed mto programs dealmg prImarIly With
export promotlon, mvestment attractIon, Jomt and coventure programs, and
programs WIth combmed approaches The success and structure of the dIfferent
programs IS dependent, to a SIgnIfIcant degree, on how they bwld servIces that
are aimed at natIonal fIrms, (export promotIon), are dIrected outward
(mvestment attractIOn) or wmch need to match local fIrms WIth foreIgn fIrms for
nontradItIonal JOInt and coventures

The mvestment attractIOn organlZatIOns (e g the IrIsh Development
AuthOrIty (IDA» tend to prOVIde general mformatlOn and mvestment
faClhtatIon serVIces to foreIgn ftrms OrganlZatIonS wmch focus more on
supportIng local ftrms m exports (e g ProCmle) or formmg technology lmkages
abroad (e g FundaclOn Chl1e) must offer much more mdustry-speCIfIc techrncal
aSSIstance that normally deals both With Improvmg the local fIrm's productIon
capabIlIty and abIlIty to plan and execute new busmess transactIons The
InternatIOnal ExecutIve SerVIce Corps (IESC) program supportmg exporters and
Jomt venture formatIon m Morocco uses volunteer Industry experts to work m
dIfferent mdustnes to prOVIde hIghly targeted aSSIstance that moves the
benefiClary through strategy development, partner searches, market
IdentIfIcatIon, and up to and even mcludIng start up of new technology and
productIon processes

Investment attractIon programs usually offer general tnformatlon and
facdltatton servIces Export promotIOn and formatIon ofJotnt and
coventures requIres more tndustry-speaftc techmcal assIstance

The assorted serVIce mIxes of varIOUS trade and Investment orgaruzatlOns
can be loosely categorIZed mto the follOWing general ltst of major servIce chOices
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IV ORGANIZING THE SERVICE:MIX TO PROMOTE TRADE AND INVESTMENT

MAJOR TI SERVICES/PROGRAMS PACKAGED IN A PROGRAM

• INFORMATION (TRADE AND OPPORTUNITY IDENTIFICATION)

• TECHNICAL ASSISTANCE (MARKETING AND PRODUCTION CAPABILITY)

• FINANCING AND GUARANTEES (CREDIT AND EQUITY)

• GOVERNMENT INCENTIVES (E G TAX OR DUTY REUEF)

• PROMOTION ASSISTANCE (TRADE SHOWS, MISSIONS, FAIRS, ETC )

• SEARCH FOR PARTNERS AND RESOURCES (NETWORKING)

• EDUCATION AND TRAINING

• EXPORT AND INVESTMENT PROCESSING ASSISTANCE ( CUSTOMS

APPLICAnONS, ETC)

• MAJOR PROJECT FACILITATION (BIDDING SUPPORT, FEASIBIUTY STUDIES,

J V BROKERAGE, ETC )
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IV ORGANIZING THE SERVICE MIX TO PROMOTE TRADE AND INVESTMENT

B Examples of VarIOus Approaches m Developed and Developmg
CountrIes

In thts sectIon we wIll describe a vanety of programs, usmg the analytIcal
framework Just developed to better lllummate types of services provided and
other programmatic Issues Unfortunately, the abilIty to draw lessons from thts
exammatIon IS bffilted by the mformatIon aVailable FIrst, lIttle has been written
on specifIc countries' overall Trade and Investment (TI) programs, Ie, the whole
array of trade and mvestment servIces prOVided by both pubhc and prIvate sector
mstItutlOns Most case studies and evaluations look at partIcular orgarnzatIons,
not programs as a whole Also, assessmg success and fallure IS constramed by the
fact that most of the stud1es and lIterature that are pubbcly aVailable are
descnptIve, not evaluative, and are based on observatIOn, not Internal
performance data Nevertheless, descnptIons of how organizatIons supply
services to meet busmess needs are appbcable to programs as well and can
prOVide mSlghts as to how TI rrograms can be effectIvely structured

Most TI orgarnzatIons are admmlstered by pubbc agencies, and carry out
either national or state/regIOnal government programs The number of pnvate
sector organIzatIons, sponsored by pubbc funds, that pursue trade and
mvestment objectIves IS groWing

Among the variables exaffilned are the client and transactIon focus and
the resultmg service mix offered Whether Its objectIve IS export promotion,
mvestment attractIon, Jomt venture or co-venture development, an
organIZation wlll choose a certain ffilX of servICes and a speCifIC structure to help
debver these servIces to the cbents Although there are many dIfferent mixes of
strategtes, TI organIZatIOns are structured to focus on exports, mvestment, Jomt

- ventures, and c<FVentures, or a combmanon thereof In the remainder of thts
sectIon, we Will reVIew speaflc examples of TI programs from both developed
and developmg countries
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IV ORGANIZING THE SERVICE MIX TO PROMOTE TRADE AND INVESTMENT

The maIn characterIstics of trade and Investment programs are assocIated
wIth the types of transactIOns they promote exports, JOInt and coventures or
Investment attractIOn Other dlStIngillShIng characterIstics that can be found In
such programs Include how carefully they can target theIr clIent needs, whether
they are strate~callyfocused, who the proVider IS, and what type of resources can
be brought to bear to accomphsh the desIred goals In examInmg a shghtly larger
group of organIZations whIch mcludes European, ASIan, and Afncan models,
varIations are found that reflect dIfferent assumptions about what IS effectlve In
snmulatlng dIfferent types of transactlons

1. Examples of Export PromotIon Programs Export promonon has been
supported by governments for many decades These pubhcly supported efforts
prInCipally provIde trammg, mformatIon and market contact assIstance to
natIOnal fIrms Many developed country governments also assIst natlonal fIrms
WIth exports and bIds on major contracts by provIdIng export credIts, guarantees
and other subSIdIZed fmancIng One example of a comprehensIve export
program can be found m the United States

a The United States and ForeIgn CommercIal ServIces (US & FCS)
Estabhshed m 1982, the US&FCS 15 funded and managed by the US government
About half of ItS 175 employees have been hIred from the pnvate sector - many
With mternatlonal trade expenence The remamder are predommantly career
CIVIl servants The US&FCS IS headquartered m WashIngton D C and IS the
only US government mternanonal trade agency With a world-wide dellvery
system The US&FCS has trade specIalIsts based m 66 major US atles The
dIStrICt offIces m the US work Wlth 51 DIrect Export Counals (DECs), whIch are
compnsed of approXimately 1,700 busmess and trade experts who help US fIrms
explore export opportunItles About 500 foreIgn natlonals provIde connnUlty m
commercIal programs

The US&FCS has 126 overseas locanons m almost every country where
the US maIntaIns an embassy or other pohncal presence Although the US&FCS
IS structured prmclpally to asSISt the US exporter, It also provIdes a few servICes
to aId the US mvestor Some prOVIsIons have been made to snmulate Jomt
ventures and cooperative ventures between US and foreign flfffis Although the
US&FCS IS not orIented toward attractmg Investment Into the UnIted States, It
does maIntaIn sIgmficant lIbrarIes and mformatIon serVices avaIlable to the
foreIgn users

The US&FCS Wlll Introduce chents to foreIgn buyers at US trade shows
and prOVIde counselhng servIces or trade speaahsts at no cost Other speCialIZed
servIces are aval1able for a fee

The InternatIonal Trade AdmInIstratIon (ITA) IS part of the US&FCS and
maIntaIns 48 dIstnct and 19 branch offIces In the United States and Puerto RIco
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The ITA offers a commercIal data base to help US comparues develop marketIng
packages and IdentIfy upcommg export workshops, conferences and seIllinars m
the area, as well as domestIc and overseas trade events

The CommercIal InformatIon Management System (CIMS) electrorucally
lmks world-wIde econOIlliC and marketIng mformatIon whlch can be dehvered
to US busmesses InformatIon packages are aVailable on economIC and busmess
chmates, Import regulatIons, tarIff and non-tanff barners, domestIc and foreIgn
competItIOn, mdIVldual competItors and competItIve factors, dIstrIbutIon
practIces, promononal methods m a partIcular market, pohaes and product
standards, end-users, and IdentIfIcatIon of foreIgn agents, dIstrIbutors, Importers,
manufacturers, retal1ers, and government purchasmg offICIals

The "Matchmaker" servIce and trade mISSIons target markets determmed
to have hIgh-potentIal for a partIcular cbent mdustry US&FCS experts Will
accompany the US clIent overseas, arranging appomtments WIth quahfIed
foreIgn agents, dIStnbutors or customers, and prOVIde logIstIcal and promotIonal
support US&FCS also sponsors state and mdustry orgaruzed trade mISSIOns It
has estabhshed a pIlot program called "HOT TOP" as part of Its Trade
OpporturutIes Program (TOP) Under the regular TOP, commeraal offIcers
world-Wide report foreIgn opportunIty leads dIrectly to the US&FCS
headquarters m Washmgton "HOT TOP" IS deSIgned to electrorucally dlstnbute
these leads to the US pnvate sector WithIn 24 hours

The System for Trackmg Export LIcenses (STELA) IS an automated servIce
whIch answers questIons regardmg the status of hcense apphcanons Another
program, the Export LIcense ApplIcatIon and InformatIon Network (ELAIN),
electrorucally processes apphcatlons for Amencan exporters

ThIS bnef reVlew of the Umted States' pnnclpal trade promotIon program
shows that It IS aimed at assIStlng US fIrms locate and access foreIgn markets for
exports Other US agenCies whIch offer serviCes to asSISt fIrms to compete
mternatIonally are the Export-Import Bank, which proVldes trade fInanang, the
Overseas Pnvate Investment CorporatIon (OPIC), which prOVIdes guarantees
and Insurance to US firms Investmg or sellmg technology abroad, and the US
Trade Development Program (TDP) whlch finances the planmng of projects In a
developmg country when they are tIed to potentIal export markets for US goods
and serVices Although many US fIrms' mternatIonal busmess needs can be
servIced by the lugWy-developed and actIve US private sector, comparues also
look to the government m order to utIlIze Its extensive mternatIonal networks,
thereby lowenng the costs of venture exploranon It also helps fIrms compete
With foreIgn compames supported by theIr governments However, the servIceS
prOVIded by the US&FCS do not mclude those commercIally aVailable, such as
fmancmg and productIVIty Improvement asSIstance, or those serVices whlch
compames have m-house, such as project IdentIfIcatIon and development
asSIstance (except for small and medIum-SIZed fIrms)
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PRINCIPAL CHARACTERISTICS
ofUS&FCS

FOCUS

Helpmg US ftrms export and compete abroad

SERVICES OFFERED

Trade mformanon and data servICes, techmcal assistance (expert adVisors),
promonon aSSistance, market research and search servtces,

export management aSSistance, and general educatlon programs

RESOURCES

WorldWide network of embaSSies/consulates

Computenzed data systems

No fmancmg capablhty

ORGANIZATIONAL STRUCTURE

ExtenSive office structure m US and world markets

Pubhc sector, although charge some fees for servtces

b ProChl1e The Clulean government pursues goals SimIlar to those of
the US&FCS, but Wlth a much smaller program ProClule, a government agency,
focuses on asslsbng ChIlean fIrms export to the Umted States and Europe by
helpmg them carry out a variety of busmess development services Although
Clule IS a developmg country, It has a large and mternabonally acbve busmess
sector capable of meebng the reqwrements of mternabonal export markets
Export serViCes, therefore, concentrate on hnkmg local firms With buyers and
dIstributors abroad

The staff of ProChlle IS compnsed mainly of profeSSional bureaucrats
aSSIgned to staff offices m Clule and m Important mternanonal market areas of
developed countnes

ProChl1e coordmates Wlth the Clulean embaSSIes but operates
mdependently Sometlmes, the ProChI1e offIce aSSISts foreign fums m acqwnng
mformatIon and provIdmg techmcal aSSIstance on mvestment plans for ChIle,
but only on a random basIS Clule also has an mvestment promonon
orgamzanon, FundaclOn Clule, wluch IS descnbed m the next secnon
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PRINOPAL CHARACTERISTICS
ofProChI1e

FOCUS

Helpmg ChIlean fums export

SERVICES OFFERED

InformatIon, search assIstance In a few developed markets, help m
orgamzmg trade show partICIpatIon and trade mISSIOnS,

and promotIon aSSIstance

RESOURCES

No fmanCIng capabIlity

Some mternatIonal offIce support

ORGANIZATIONAL STRUCTURE

Independent government agency WIth local offIces and
a lImIted number of offIces abroad

The US & Foreign Commercial Service and ProChl1e are typiCal examples
of government managed programs aimed at helpmg natIonal fums enter
internatIonal markets With traditIOnal export strategies The serVices offered
correspond to meeting the local fIrms' needs for market research, export
management aSSistance, promotIon asSistance, and other assistance In accessmg
markets The US, With Its much larger economy, has both the demand for and
resources With which to prOVide a broad range of serVIces

2. Examples of Investment AttractIon Programs. Almost all Investment
attractIon actIvItIes are directed externally and have as therr prIncipal task
Induang a foreign enterprIse to COmmIt new resources In the host country
These programs aim to Increase the flow of resources to a country or region
and/or to create Jobs General promotIon regarding the advantages of a country
IS usually complemented by fIrm-speoflc seI'Vlces that help foreIgn fIrms IdentIfy
SItes and move easIly through government controls Some programs are very
general In focus whIle others are targeted to certain Industnes, markets or
compames Many Investment attractlon programs seek technology as part of, or
Independent from, capital ThIs focus dIffers from those programs more
explICitly aimed at helping local flrms export whIch may mclude an mvestment
promotIon component Investor attractIon programs can have Incremental
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benefIts m transfer of technology/management slaBs or m fostermg
collaboratIOn wIth local fIrms, but these are not the pnmary focus

Many mvestment attraction programs change over time for a vanety of
reasons For example, an mvestment attractlon program may change Its strategy
and tactics when the local government makes a major change m pohey or
revamps Its mvestment laws accordmg to the particular national development
cycle Another explanatIOn for changes m programmmg IS that agencIes have
found that more targeted promotlon actlvI0es lead to more defmable results as
opposed to the general benents assoaated With broad Image-buddmg techmques,
though these general technIques may serve a complementary purpose
Developmg COuntrIes are less hkely than developed countnes to be able to buIld
an lmage attractlve to mdustrles across the board, and so need to focus on the
most promlsmg mdustnes For example, mvestment promooon aCOVI0es m
Costa RIca and El Salvador, although cononumg general Image buIldmg, have
mcreasmgly shIfted toward dIrect promotlon to those companIes operatlng m the
most approprIate mdustrlal sectors for the partIcular country

When looked at from the perspectlve of the busmess bemg sohated, It IS
clear that there IS a role for both generIc-type servIces (general advertlsmg and
mformatIon dlssemmatlon) as well as mdustry and fIrm-speclnc servICes From
thIS vantage pomt, the busmessman needs mformatIOn m terms of general
benefIts and attrIbutes of locatmg m a speaflc country, as well as help m
IdentIfymg specIfIc opportumtles and then consummatmg a deal A successful
promotlon program Will be able to address both needs, though speafIc servIces
are crltlCal to actually closmg an mvestment

a The IrIsh Development AuthOrIty (IDA) The IrIsh Development
Authonty (IDA) program IS well-known for Its success m attractmg US
multmatlonal corporatlons to mvest m Ireland Ongmally founded as part of a
natIOnal strategy to counteract Ireland's stagnatlng economy, the program IS
dearly targeted toward larger companIes who want to access the European
EconomIC Commumty (EEC) through Ireland The type of transacoon It
promotes IS dIrect foreign mvestment mto Ireland that can lead to a
manufacturmg base for export to the EEe or back to the Umted States In this
case, the IDA IS capltallZlng on tradltlonal decIsl0n-makmg patterns of US
multlnatlonals and theIr mterest m accessmg EEe markets and IrIsh labor and
mfrastructure capabIlIhes The IDA provIdes mcennves, fmancmg aSSIstance,
and other aIds speafically desIgned for the large foreIgn corporanon

Intereshngly, the IDA presents Itself as a complete servIce program that
can act as a umque one stop ageney That means that IDA Wlll take the mvestor
every step of the way, from lffihal contact to productlon start-up The IDA
focuses on compames that have already developed an mternatlonal strategy and
project concept Because most of these compames have m-house project
development capabilities, the IDA SImply seeks to lure the project to Ireland
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They help take the concept to frwtIOn by offermg the follOWIng serVIces,
mcludmg the provIsIon of sIgnIfIcant fmanoal assIstance

• ASSIst m accessmg government fmancial mcentIves
• Access non-repayable capItal, R&D, and trammg grants
• Guarantee loans
• SUbsIdIze factory rents and mterest charges
• Take eqUIty stake m new ventures
• ProVIde advIce on ralsmg money, fmdmg manpower, meetIng legal

formahtIes, selectmg appropnate SItes, traInIng, etc

Although headquartered In Dubhn, the IDA has offIces m New York,
London, and several other capItals of the world These offIces were estabhshed to
seek out potentIal mvestors and provIde them wIth InformatIOn and facl1Itahon
servIces to encourage them to VISIt Ireland Once there, the IDA could assIst
them m their search and feaslbdlty efforts One key advantage of the IDA IS that
It IS working Wlthm a natIOnal pohcy structure that offers generous tax rehef and
proVIdes excellent manpower and mfrastructure resources to the foreIgn
mvestor

An Important factor m evaluatIng IDA's thirty year program IS ItS clear
focus on the type of chent It IS seekIng and Its ability to offer slgmfIcant packaging
and fmanoal servIces Direct capItal grants can reach 60% of fIxed assets m
projects deSIgnated for the underdeveloped part of Ireland (largely the western
half of Ireland) The worker trammg grants can cover up to 100% of the cost of
trainIng programs for workers m new mdustrles

These types of programs have helped bnng almost a thousand foreIgn
fIrms to Ireland However, It IS not clear whether they came because of the
serVIces offered or because of the prOXimIty and access to the EEC market IDA's
promotion matenal descrIbes the advantages of access to 270 ml1hon consumers
m the EEC by locatmg m a country (l e Ireland) that IS a full member of the
world's largest trading enhty (l e the EEC) Wlth tarIff free access These and other
attrIbutes are resources unIque to Ireland and the IDA, whIch cautions against
efforts to rephcate IDA m other COuntrIes (Some of the promohon strategIes and
technIques that were successful for the IDA In attractmg US fIrms to Ireland did
not prOVIde the same results for Costa Rica, which followed the IDA model The
baSIC problem m Costa Rica was the lack of a strong local market and SUItable
mfrastructure for attractIng MNC dIrect foreIgn mvestment) IDA's close
coordmatIon Wlth the government mlIDstrles and Its ablbty to form a "natIonal
consensus" are major factors contnbutIng to Its effectIveness
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PRINCIPAL CHARACTERISTICS
of the IrIsh Development Authonty

FOCUS

Attracting dearly-targeted mvestors,namely developed-country large MNCs

Gear promotIon strategy promote access to EEC markets

Not predIsposed toward small or medIUm-sIzed clIents

SERVICES

MIXed PrOVIde aSSIstance m search, feaSIbIlIty studies, and dIrect fmancial aSSIstance

RESOURCES

PolIcy coordmatIon

Large staff and office structure

SIgnIficant finanCial aSSIstance

Does not offer much aSSIstance m early project qualIfIcatIon or
Initial scouting and projeCt packaging

ORGANIZATIONAL STRUCTURE
Operates WIth the backing of the Host Government

Government agency, faCIlItatIng coordmatIon WIth relevant mInIstnes

Operates WIth a large budget and mamtams offices around the world to attract clIents

InstItuhons such as Ireland's IDA and Puerto RIco's FOMENTO can
promote Investment based on umque factors (access to the EEC and speaal tax
IncentIves, respectIvely) Other agenaes operatIng In more ciIfflcult
enVIronments, such as FundaClOn Clule, must offer more speaahzed serVICes In
order to attract the type of Investment desIred

b Fundaaon ChIle In add1hon to ProClule, descnbed above, Crnle has
an Investment promotIon orgamzatIon called FundaClon ChIle (FCh) ThIS
orgaruzatlOn IS a JOInt venture between the Government of Chl1e and the US
multInatIonal lIT The focus of thIS non-profIt organIZatIon IS on attractIng
technology and Investment Into Crnle rather than helpIng local firms export out
of Crnle To do so, FCh offers rnghly speclf1c technIcal aSSIstance Addlhonally,
FCh acts as a venture capItal organIZatIon and Wlll take mInorIty or maJonty
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eqwty roles m new projects Many of Its servIces are onented to settmg up
contracts or other arrangements (co-ventures) wIth ChIlean and developed
country fIrms

PRINCIPAL CHARACTERISTICS
of Fundaaon Chde

FOCUS

Onented to attracbng technology and mvestment

SERVICES

Extensive and lughly specifiC techmcal aSSistance, parbcularly
m agnbusmess and telecommumcahons

Deal negobahons

RESOURCES

Venture capital funds for some projects

Techmcal experhse

ORGANIZATIONAL STRUCTURE

No mternahonal networks or ofhces

Strong technical staff m Chde

Non-proht orgamzabon funded by both pubhc and pnvate sector

The IDA, an orgamzatIon offenng fmanang, grants, and mvestor servIces,
IS a claSSIC example of an mvestor attractIon program FundaClon ChIle, on the
other hand, Illustrates the role that can be played by expert, mdustry-speafIc,
techmcal aSSIstance organIzatIons m attraetmg new mvestment to a country

3 Example Program Encouraging Joint Ventures and Co-Ventures The
development of Jomt ventures and co-ventures (hcensmg, co-productIon, etc)
represents another mechamsm for stImulatIng mternatIonal busmess expanSIOn
Jomt ventures and co-ventures prOVIde the opportunIty for combmmg the
capabIlItIes of one natIonal fIrm WIth those of an enterpnse m another country
US and European fIrmS whose mternatIonal busmess strategtes mclude offshore
productIon may seek to estabhsh a Jomt venture or enter mto a long-term
subcontractIng relatIonshIp for component assembly m a developmg country
ThIS type of cooperatIve venture, whether SImply a contract or a more
comphcated mvestment arrangement, allows for the shanng of technology and
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capItal m a way that IS espeaally benefICIal to small and medmm-slZed
enterpnses Promotmg these types of transacbons combmes aspects of both
export promotlon and mvestment promotlon programs

Slml1ar to other kmds of promobon achvltles, the ImtIal dIffIculty m
stlmulatmg cooperatlve ventures IS that of helpmg a fIrm Identlfy an
opportumty In many cases, espeaally m developmg countrIes, the local fIrm
Will reqUIre a long-term relatlOnshlp With a semce prOVIder to help It access
foreIgn markets, Improve Its produchon capabIhty, and acqUIre new
technolOgies Considermg the difficultles of attrachng dIrect foreIgn mvestment
ansmg from the mternatlonal debt cnSlS, the formatlon of cooperahve ventures
IS a major alternatlve for those countnes trymg to mcrease Investment wlule at
the same hme helpIng fIrms gam access to new markets and technology

The promotlon of cooperatlve ventures Involves some type of
networking capabIhty m the home country as well as overseas Partners must be
IdentifIed and assIsted In both the local enVironment and In a varIety of foreIgn
setbngs In most cases, both fIrms lack sIgmficant resource rranagement and
capItal resources to assemble the venture Independently Thus, tills type of
mvestment and trade promotlon actlvity reqUIres extenSIve aSSIstance
capabuitIes In both the local and foreIgn selling

Unhke traImng and mformatlOn support for general export, and
mvestment promotIon, servIcmg cooperatIve ventures reqUIres a hIgh degree of
mdustry speaflcity It IS not enough to SImply Idennfy a market or prOVide
mformahon on a country's legal enVIronment A cooperatIve venture requIres
more detailed asSIstance In puttlng together speahc busmess plans, working out
all the problems mvolved m assembhng a venture such as how the control
would be shared and, ulnmately, how the operatIon will be run

There are many dIfferent types of cooperahve ventures Trad1nonal Jomt
ventures mvolve two parties who contrIbute Investment In the form of
technology, goodWIll, eqUIpment or flnanaal eqUIty These resources are
combmed In a new entity that operates With some degree of shared ownersillp
Other types of cooperahve ventures mclude hcensmg, technlCal agreements, and
produchon shanng or drawback operatIons Most of the garments, electromcs
and footwear manufactured abroad, for mstance, are produced under long-term
productIon agreements In whlch the markenng partner supphes the technology
but does not actually own control of the manufacturmg aCtiVIty

The Investment Promotion CounCil (IPC) As part of the Canbbean Basm
Imhahve (a US effort to support growth In the Canbbean) USAID prOVIded
asSIstance m the development of a pnvate sector lnshtuhon mandated to help
attract mvestment to the DOIIUnlCan Repubhc IPC's role was speaflcally to
faahtate the development of cooperahve agreements With US companIes m the
DomlIDcan Repubhc and to promote trade and mvestment IPC deterIIUned that
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the local fIrms reqwred technology and help m Idenhfymg foreIgn markets for
theIr products One means of proVldmg thIS aSSIstance was through the
encouragement of dIrect foreIgn mvestment m the Dommlcan Repubhc by
explOItmg ItS unIque transportahon advantage and well-estabhshed structure of
pnvate and pubhc free-zones

The IPC developed a strategy and the correspondmg mternal mdustrlal
skIlls It Inlhally focused on only a few sectors, speClfically electromcs, footwear
and data entry, m order not to spread Its resources too tlun In 1989, !PC
expanded Its focus to Include textIle-related act1Vlnes, and WIll probably add other
sectors In the next few years

The obJecnve of !PC's program was to prOVIde traImng, market analyses
and opportunity IdennhcatlOn to local firms, In additIon to supportlng
technology transfers thereby making local firms more attracbve to foreign co
venture partners By the second year of the program, !PC had ldennfled a WIde
variety of market opportumtIes In the Uruted States for products made In the
DOmlnIcan RepublIc, but found that Its local bUSinesses and those ffilxed
ventures In the free-zone dId not always have the capacity and entrepreneurial
dnve to explOIt these market opporturunes The program subsequently
Idennfled sources of technIcal assistance In order to strengthen local capacty,
pnmarIly In the areas of upgrading product quallty, lowenng producbon costs,
and strengthemng the management of the Dominican firms

!PC elected to conserve Its resources and not develop any foreign
extension offiCes Instead, It contracted well-known US consulnng fIrms and
volunteer groups to prOVIde the dIfferent kinds of outreach and follow-up
support needed In the Umted States For most of Its clients In the DOffilmcan
Repubhc, IPC prOVided Informanon serVlCes and traIrung workshops, and
helped defray their costs of parnclpanon m trade shows TechnICal assistance
follow-up was complemented by unhzIng the expernse of renred execunves
made avaIlable through the InternatIonal ExecutIve SerVlce Corps The program
did not utIlIZe other mtermedlarles extensively

In addItIon to dIrect foreign Investment, !PC analyzed opportumtIes to
develop long-term marketIng relatIonships and technology-shanng for local
firms, especally In the areas of product deSIgn, packaging and marketIng
assistance

Therefore, the pnnclpal focus of IPC was to develop cooperahve and Jomt
ventures, although It also faohtated dIrect foreIgn mvestment when appropnate
Although IPC clearly was deSIrous of generabng foreIgn exchange earnmgs
through export-related actlVltles, It felt It could do tills most effechvely by
encouraging a WIde variety of ventures, mcludIng dIrect foreign mvestment
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PRINCIPAL CHARACTERISTICS
of the Investment Promotion CouncIl (IPC)

m the Dommlcan RepublIc

FOCUS

Export and mvestment onented Wlth specific attentIon to cooperatIve ventures

SERVICES

InformatIon, trade show aSSistance, mdlVldual flfln research support,
and technIcal assistance to upgrade local capacity

RESOURCES

No fmanong

Industry-speoflc expertIse

ORGANIZATIONAL STRUCTURE

No foreign offtces

Worked through a few consultmg and volunteer mtermedlanes

!PC IS a good example of how some programs fostered Jomt and co
venture development as a means of fulflllmg export and mvestment promohon
mandates

lESC's Trade & Investment ServiCes (TIS) Program In Turkey Illustrates
the advantages of workmg m/wlth an Advanced Developmg Countries when
attemphng to attract Investment ADCs generally have much stronger and larger
pnvate sector assoclahons and so have better resources to support Investment
promohon efforts Addlbonally, government pollcres In ADCs are generally
deSigned especrally to attract foreign Investors Turkey's foreign Investment law,
for example, IS one of the most hberal In the world, offermg the foreign mvestor
many Incenhves to Invest In Turkey

These facts make It far easier to Interest a foreign fIrm In investIng In
Turkey than In a less developed country lESC's Trade and Investment Services
(TIS) program In Turkey, operated and funded In cooperatIon WIth A I D and the
Chambers of Commerce, Industry and MantIme Commerce & Commodity
Exchanges of Turkey The program IS designed to generate US Investment In
Turkey through JOint and coventures as well as dIrect Investment The Turkish
TIS staff, located In the offIces of the Turkish Chamber, IS charged WIth
promohng and generatIng Interest In new transactIon opportunitIes among the
Chamber's more than 400,000 local member firms The U S staff of the TIS
program IS responsible for marketIng the Investment opportumtIes generated In
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Turkey to US companIes Ideas and opporturutIes for transactIons are pre
screened by the Turkish staff and then subffiltted to IESC volunteer experts
through the TIS offIce m the US for evaluatlOn The volunteers, each expert m a
speCIfIc mdustry, IdentIfy hIgh-potentIal Ideas The volunteers may also help
the program staff market the Ideas by IdentIfying any appropnate U S decrslOn
makers m that mdustry they beheve may be good prospects ThIs program rehes
on heavy and long-term dIrect marketmg techruques that are combmed With
extensIve follow up aSSIstance to help complete the transactIon For mstance, m
the US, after mterested Amencan hrms are IdentIfIed, the TIS staff Will help
arrange meetIngs, coordmate techrucal assIstance, prOVIde mformatIon, help
locate fmanang, etc - - whatever IS needed to move the transactIon forward On
the Turkish SIde, because the Turkish Chamber IS so well-respected and
mfluentIal m both government and pnvate sector crrcles, US fIrms can be
gwded qwckly through any bureaucratIc problems, appnsed of all favorable
pohcles, mcentIves and fmancrng optIons, etc - - anytlung needed to faclhtate the
mvestment transactIon

TIS/Turkey was deSIgned to take advantage of the resources and bene4=lts
aVailable m an ADC and m working In partnershIp WIth a well-developed local
assocIatIon - - especIally when the transactIon goal of the program IS Investment
attractIon

PRINCIPAL OIARACTERISTICS
IESC's Trade and Invesetment SeI'Vlces Program

mTurkey

FOCUS

Investment onented WIth SpeClftC attention to JOint and cooperative ventures

SERVICES

Expert gwdance, Investment approval faCIlItation,
mformatlon, trade show aSSistance, indiVIdual ftrm research support,

and techrncal assistance to upgrade local capaCIty

RESOURCES

FmanCIng gUIdance and assIstance
Strong local aSSOCIation and busmess network

ExtenSIve volunteer expert network
ExtensIve U.s busmess networks

ORGANIZATIONAL STRUCTURE

US and TurkIsh Offtce
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4 Examples of Programs Combmmg Export PromotIon, Investment
AttractIon, and Non-TraditIonal Venture Development. Export promotIOn,
mvestment attracnon or the formatIOn of Jomt and co-ventures reqUIre
slgmflcantly dIfferent lands of resources and approaches Because of overlappmg
serVIces and other factors, however, a number of programs mclude, Wlthm one
orgarnzatIOn, servIces desIgned to promote mvestment, exports, and other lands
of transactlons In the Untted States, for example, state government trade and
mvestment programs are often deSIgned to aSSIst exporters whIle SImultaneously
helpmg to faclhtate mvestment mto the area

There are varymg vlewpomts as to whether or not export and mvestment
promohon actlVlhes can or should be separated On the one hand, new
Investment (e g a new or expanded faahty) IS often required In order to mcrease
exports SlIDllarly, most foreIgn Investment In developmg countrIes IS In export
onented Industnes, and the argument develops for promonng both at the same
time The fhpslde of the debate argues that each type of promotIOnal aCtiVIty
reqwres an entirely dIfferent approach because the target chents and desIred
transactIOns vary dramatIcally If export and mvestment programs are not well
coordInated, they can actually work at cross-purposes, particularly when
Investment Incenhves are structured agalnst exportlng DIfferent staff, dIfferent
slalls, even dIfferent promotional hterature, are necessary to attract an Investor
as opposed to asslStIng an exporter

DespJ.te the theareacal r-aaonale for combmmg or keepmg separate the
vanous promohon onentatlons Wltron one program, pracncal conSIderatIOns
often determme the chOlce In developIng countrIes, many TI Inshtunons are
forced to organlZe themselves to support a vanety of transacnon goals due to
budget hmltatlons However, If promotion programs are combIned, careful
attention must be paid to wroch chent IS bemg served and to developIng the
approprIate networks The folloWlng examples show how dIfferent programs
have combmed dIfferent approaches to meet their needs

a State Programs m the Untted States In the Umted States, state trade
organlZahons have argued that theIr role m export promonon (and mvestment
attractlon) IS that of a broker The programs, wroch are seen as an econOmlC
development tool, are desIgned to "underwnte techmcal support to estabhsh
cooperatIve ventures and/or export opportunIties, and to arrange or proVlde
capital to support trade expansIOn II Most of theIr servICes for local fIrms are
assoaated With general tralmng and mformatlon aSSistance, With some effort at
helpIng clients locate dlstnbutors

In 1986, an overall review of Intemanonal trade promotion acnvltIes of all
50 states generated the folloWlng collectIve I1st of services for local fums

IV (16)
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NATIONAL GOVERNOR'S ASSOCIATION CLASSIFICATIONS
OF SERVICES FOR INTERNATIONAL TRADE SUPPORT

• Semmars/Conferences
• Sales lead DlssemmatIon
• Newsletters
• "How to" Handbooks
• One-on-Qne Counsehng
• Market Study PreparatIon
• Foreign OffIce RepresentatIon
• Trade MIssions
• Language Banks for TranslatIon Assistance
• Referrals to Local Export ServICes

These services are useful m addressmg the general needs of the chents at
the lmtlal Idea, pre-plannmg and search stages There does not seem to be much
capablhty to provide speaflc techmcal assistance m developmg more extensive
project plans or feaslblbty analysIs, although some fmanong IS aVailable m many
states to help cover the costs of feaslblbty studies

In addlhon to the above, local and foreign fIrms are proVlded a package of
mvestment serVIces, mcludmg access to Special flnanoal support In most cases,
however, the services offered to local (nahonal) companies are different from
those offered to foreign firms Many state governments have specral programs
targeted to those foreign companies they Wlsh to attract tc tvest or to trade Wlth
theIr state or re~on, as IS the case of the Connectlcut Department of EconOffilC
Development

b The State of Connechcut Department of EconOffilC Development
(CTDED) The State of Connechcut has programs for both export promohon and
mvestment attrachon Burdened Wlth a shnnkIng manufacturmg base,
Connechcut looked to Its assets of good ports and transportahon access for
exports, and ItS excellent mvestment locahon between Massachusetts' high-tech
center and New York's fInanCial center, to help keep Its mdustry strong The
Trade Lead Program of Connechcut locates potenhal dlstnbutors/agents for
Connechcut exporters ThIs state program has not overlooked the opportunity
for bcensmg and Jomt venture transachons and has a markehng program
onented. to promotmg the US fum's mterest through advertIsements m
European and Japanese papers and trade JOurnals The state also offers a number
of managenal asSIStance and fmancmg programs to help exporters and other
fums mvolved m estabhshmg a new operatIon that ffilght mclude exports
Overall, the services offered often overlap and are used to promote both
mvestments and exports

Servtces ProVIded by CfDED
(For local and foretgn flmlS)
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Fmangn&
• The Connechcut Development Authonty development bonds

and mortgage Insurance guarantees
• FInanCIng for new product development
• LOW-Interest loans for small manufacturers
• ComprehenSive Readjustment of Northeast EconOmlc RegIOn

revolvmg loan program
• Connechcut Exporters RevolvIng Loan Program

Investment Incenhves
• FmanClal and tax benefits for capital mvestments
• Urban Enterpnse Zones
• Employee buy-out assistance
• Low-cost state subSIdized mdustnal parks

Techmca1 AssIStance
• Site and bwldmg selechon assistance
• The Connechcut Technology AsSistance Center
• Small busmess services
• State Busmess Ombudsman to cud compames work WIth state

government
• Techmcal assistance for manufacturers
• Expomng assistance and sales leads

Employment AsSistance
• Governor's Job Protechon Plan
• Job tralmn and em 10 ent assistance

'flus broad array of serVlces 1S focused. on local and mternatlonal flrms that
Wlsh to mvest m the state or enter mto J01nt ventures Wlth Connectlcut
compames The export support components of the program combme serv1ces
that can help cbents develop the 1mtlal1dea and move all the way through plant
start-up to flndmg a d1stnbutor abroad for exports The vanety of state mdustnal
zone mcentlves and techmcal centers to nurture new compan1es (often called
mcubator programs for h1gh tech-type mdustnes) are not pnmanly orgamzed to
aSS1st mternatlonal transactlons The mvestment attractlon serV1ces, pnmanly
flnanc1al ass1stance and mformatlon support, are mamly onented to encouragmg
Jomt ventures or mvestment mto the state from other areas of the Umted StateS
or from the developed countr1es

PRINCIPAL OIARACTERISTICS
of the

Connechcut Department of Export Development

FOCUS
Combmes mvestment and export promotIOn, mamly

for purpose of export development

SERVICFS
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Fmancmg, government mcentIves, techrucal assIstance for product
development search and hnkage, and trammg

RESOURCES

Fmanang, pohcy coordmatIon, technIcal expertise,
hmIted overseas outreach

ORGANIZATIONAL STRUCTURE

Government agency With subordmate prOViders

c The Umted States Investment PromotIon OffIce of Egypt (USIPO The
Umted States Investment PromotIon OffIce of Egypt (USIPO) offers general
mformatlon and search servIces to attract US mvestment, defIned as both dIrect
foreIgn Investment and JOInt and co-ventures, mto Egypt Jomtly sponsored by
Egypt's General AuthOrIty for Investment and Free Zones (GAFI), the US Agency
for Internatlonal Development, and the Egypt-US BUSIness Councl, USIPO has
offIces only In CaIro, Egypt It promotes dIrect Investment and Interactlon
between US and Egyptlan fIrms by provIdIng Informatlon serVIces, helpmg
locate potentIal partners, and facIhtatlng Investor comphance WIth government
controls and regulatlons USIPO promotes co-venture opportunItIes generated
by local bUSIness by assIstlng them m targetIng and contactlng the approprIate
fIrms m the US

PRINCIPAL CHARACTERISTICS
of the US Investment Promobon Office of Egypt

FOCUS

Attracting mvestments/JOmt and co-venture development

SERVICES

Information, search, mvestment apphcation faahtatIon

RESOURCES

CoordInated network Wlthm Egypt

No fmanClng

LImIted overseas outreach capabIhty

ORGANIZATIONAL STRUCTURE

Pnvate, non-profit sponsored by publIc funds
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One local offIce Wlth some overseas support

d Trade & Investment ServICes Program m Morocco (TIS/Morocco) ThIs
two-year program, offered by the InternatIOnal ExecutIve ServIce Corps (lESC)
and supported by USAID/Morocco and the PrIvate Enterpnse Bureau (PRE) of
A I D , seeks to help the Moroccan pnvate sector generate long-term trade and
mvestment by developmg commerCIal relatlons between Moroccan and US
companIes DeSIgned as a two-year pl10t program to promote trade and
mvestment SImultaneously, TIS/Morocco was reqUIred to demonstrate results
Wlthm I8-months when program evaluatlon was to commence Consequently,
the TIS staff deeded to concentrate fIrst on export development m order to
obtain qUlck results ThIs approach was very successful In Its first two years,
export sales orders of more than US $3 ffillhon were obtamed for 14 different
Moroccan fIrms - exceedmg the program's 2-year goal by US $1 ml1hon

Durmg the fIrst year of the program, as part of both ItS export and
mvestment promotIon components, nme mdustry surveys were completed m
such sectors as agribusmess, tourIsm, and artlsanal lESC volunteer experts
conducted surveys of targeted Moroccan mdustnes to assess competltIve
advantages and dIsadvantages The volunteer experts then developed hIgWy
speCIfIC strate~es for venture development The key to tros approach IS to the
follow-up whIch IS prOVIded to the Moroccan firms at each stage of the venture
development process, mcludmg techmcal aSSIstance m traImng staff, Improvmg
productlVIty, preparmg samples, Improvmg or adapnng productIon to meet
buyer or potentlal partner speaficatlons and actual packa~ng and sropment TIS
staff also prOVIdes market mformatIOn, partner Identlficatlon, coordmates travel
arrangements for US buyers or partners who trav~l to Morocco to meet WIth
local entrepreneurs As antlClpated, opportumtles for JOInt and coventures
developed from the contacts made as a result of the surveys and the export
promotlon activitles

Whde export promotIOn actlvioes contlnue, the mvestment promotion
actIVltIes of the program have been accelerated to help Moroccan compames fmd
foreIgn (pnmanly US) partners for Jomt and cooperatlve ventures ThIS
component IS also expected to result m mcreased exports TIS/Morocco's tounsm
sector program was given lughest pnonty and Its efforts are welcomed and
supported by the Moroccan tourIsm authontles The agnbusmess sector
program's campaIgn to attract US mvestment has produced senous mterest by
major mternatlonal agnbusmess fIrms The TIS artlsanal sector activitles, whIch
are already produeng export mcome from pottery and handcraft sales, mclude
mcreased technIcal asSIstance m order to adapt products for the overseas market
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Because Morocco's economy IS less mternatlOnahzed than the US or ChIle,
more technIcal aSSIstance IS reqwred at each stage of the the venture
development process TIus aSSIstance IS prOVIded by IESC's volunteer mdustry
experts Both export, Jomt and coventure, and mvestment project opportunItIes
are generated by 3 professIOnal TIS staff m Morocco who meet With local fIrms,
obtam pnang mformatIon and product samples whIch are relayed to the US TIS
staff The US TIS staff contacts US companIes, dIstrIbutes samples, obtains orders
for Moroccan exporters, markets venture opportumtIes, prOVIdes mformatIon,
IdentIfIes potentIal partners and sets up partner meetIngs

IV (21)



IV ORGANIZING THE SERVICE MIX TO PROMOTE TRADE AND INVESTMENT

PRINCIPAL OIARACTERISTICS
of the IESC TISlMorocco Program

FOCUS

Promoting exports, attracting Investments/JOmt and co-venture development

SERVICES

LInkage Informatton servIces, S promotton assIstance, technIcal assIstance
m product development and markettng, planmng assIStance,

export faCIlItatton, partner IdenttfIcatton, traInIng, fInanCIng mformatton

SubSidized technIcal assistance and Informatton servIces

RESOURCES

US Network of volunteer mdustry experts

WorldWIde busmess network

US office support

No venture fInanCIng capabIlIty

ORG~TIONALSTRUCTURE

Pnvate, non-profIt volunteer orgarnzatton WIth local and US offices

The CTDED and USIPO do not prOVIde all the servIces reqUIred to suppqrt
projects through to completIon of the necessary transactIons In addItIon, both
orgarnzaoons are somewhat hmIted m theIr networkIng capabIhty The
TIS/Morocco program was reqUIred to offer a broader range of technIcal
aSSIstance and other busmess support servIces than those of the CTDED and
USIPO m order to obtain results Most Important, TIS/Morocco's abl1Ity to offer
clIent fIrms access to lESC's umque US and worldWide busmess Infonnaoon and
hnkage networks Although TIS/Morocco does not have resources to prOVIde
finns With venture fmancmg, It does prOVIde chent fums WIth SubSIdIes for both
mformabon/market research studIes and dIrect techrucal asSIstance Because It
has the resources of lESC's volunteer mdustry experts and busmess networks,
TIS/Morocco IS well-poslooned to also aSSISt m somulatmg Jomt and coventures
between Moroccan finns and foreIgn partners
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The followmg chart compares USIPO, CTDED & TIS/Morocco

USIPD-EGYPT CIDED TIS/Morocco
(Attract Investment (Attract Investment (Attract Investment
and Coventures) and Promote Exports) & Coventures &

Promote Exports)
ServIces Offered

General Information Yes Yes Yes

General Education Lllmted Yes Yes

Promotion of sales of
products or sel"Vlces Yes Yes

Scoubng sel"Vlces
Partners/Contacts Yes Yes Yes

Industry Speculc
Techmcal AssIstance Yes

General Techmcal Yes Yes Yes
AssIstance

Fmanclal Resourcesl
Referrals Yes Yes LImIted

Duect Fmanclal
Support LImIted LImIted

Although these programs offer Similar ServiCes, USIPO does not promote
sales of products/services smce It does not focus on exports In addlnon,
although USIPO and CIDED do not offer mdustry-speanc technical assistance or
fmanoal support directly, they can hnk chents to other organLZanons which do
offer such support servIces The same can be Said for theIr mformanon and
scounng services TIS/Morocco, on the other hand, offers access to worldWlde
networks, mdustry-speaflc techmcal assistance and mformanon dIrectly to chent
firms Both USIPO and CTDED are currently evaluanng mechanisms to add
more mdustry speCifiC support services to their actlvlnes m order to help chents
at the more advanced stages of a project evolutIon They are also explormg
mechanIsms to access broader networks and to prOVIde more follow-up support
outSIde of theIr own envIronments EgyptIan ftrms In partIcular need more help
followmg-up actlvitles In the Umted States, and the Connectlcut program lacks
an extensive overseas network to help carry through some of Its export assistance
and Investment promotlon efforts

Both USIPO and CIDED promote a combmanon of transactlons, seekIng
external support for services they do not have the resources to prOVide Some
smaller country TI promotIon programs, such as In the Yemen Arab Repubhc
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and BelIZe, deal Wlth their lmutatlOn of resources for both promonon and other
network-buIldmg acnvloes by focusmg greater attennon on targeted promonon
These kmds of programs usually lack therr own office structures and therefore
work through other mtermedlanes capable of drrect mdustry promonon A good
example of tills latter program IS that of FUSADES m El Salvador

e The Salvadoran Foundanon for Economic and Socral Development
(FUSADES) The Salvadoran FoundatIon for Economic and SoCial
Development, better known as FUSADES, IS a non-profIt, pnvate sector
organIZatIOn that has both an mward and outward focus Plagued by mternal
civIl wars and government pohcles willch were stagnatIng the economy, the
Salvadoran pnvate sector estabhshed FUSADES to address TI constramts and
offer pohcy gwdance to the government FUSADES helps local fIrms Idennfy
potential export markets, contact possible Jomt venture partners m the US and
Europe, and locate sources of technology and technical assistance It also has
local trammg and outreach programs, which work through local assoclanons, to
Improve market access and serviCes to a WIde variety of small, medIUm and
large-sIZed firms FUSADES IS Simultaneously helpmg nanonal firms export
whIle attracong US and European fIrms to mvest m El Salvador or supply
technology In some cases, FUSADES can help US and other foreign firms
organIZe fmancmg to cover the cost of feaslblhty studies or trammg of staff m
new projects Because FUSADES' program strategtes strIve for exports, Jomt
ventures, and mvestment attracnon, the serVIces offered must be extensive
Therefore, FUSADES accesses other servIce providers for those services which
are not offered m house

PRINCIPAL CHARACI'ERISTICS
of the Salvadoran Foundation for Economic and SOCial Development (FUSADES)

FOCUS

Export, mvestment, and co-venture promotion

SERVICES

Search, techrncal aSSIStance, market research,
poltcy research and dialogue, access to fmanang and trammg

RESOURCES

Strong local orgamzanon WIth lumted overseas staff

Access to other proViders

Coordmator With government

ORGANIZATIONAL STRUCTURE

Non-proht, mostly donor agency-sponsored
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The above examples Illustrate the varIety of ways orgamzanons and
programs offer a mulnplIcity of servIces, meenng dIfferent busmess needs
Certam programs VIew themselves prImarIly as brokers, hmItmg servIces to
contact-makmg and mformatlon Others combme Wlthm one mstltutlOn (e g
FUSADES) serVIces to exporters and Investors, takIng advantage of overlappmg
reqwrements, whIle other programs (e g CTDED) look to a varIety of prOVIders
to dehver a comprehensIve set of serVICes Many programs also seek to establIsh
lInks WIth external sources of support to prOVIde fInanCIng or Industry-specIfIc
techmcal asSIstance WhIch are not prOVIded m-house

5. IV Promobon As DevelQpment Tool - - European Examples. _Many
European trade and mvestment programs attract Investment by offermg
SIgnIfIcant faalItanon serVIces and fInanCIal asSIstance and conceSSIons For
exporters, they prOVIde the tradItIOnal marketIng, search and trainIng servIces,
and export fInanang programs InterestIngly, for TI programs mvolvIng
developIng countrIes, much of the European effort IS spent on developmg Jomt
ventures Involvmg their national enterprIses Three examples of European
trade and Investment programs for developmg countrIes follow

a Centre for Industnal Development (CID} The cm was establIshed
under the Lome Convennon of the EEC to help advance the IndustrIal
development of over 60 developmg countrIes wroch were parnes to the
agreement Headquartered In Brussels, the cm IS umquely deSIgned to stimulate
Jomt ventures between EEC and LOC fIrms The cm claImS to offer asSIstance at
all stages of an mdustnal project TheIr servICes are aImed at dIfferent stages of
the project development cycle, summarIZed as the ImtIal pre-Investment phase,
the mvestment phase, and the operational phase, SImIlar to the project cycle
stages outhned In tros paper Much of aD's asSIstance efforts focus on those
stages after an LOC or EEC fJIm has IdentlfIed a project opportumty The
program also faCIlItates Improved busmess growth m developmg countnes by
helpmg extend the bUSIness capabI1Ibes of EEC natlonal fIrms, espeCIally small'
and medIUm-SIZed fIrms, WIth lImIted InternatIonal capabIhty

The pnncipal servICes of cm Include helpIng locate partners and fInanaal
resources In some cases, cm has covered. a porbon of the travel expenses
mcurred. durlng the early scoubng stage The major advantage of cm IS Its
abl1Ity to bnng together funds to co-fmance feasIbIhty and ImplementatIon
studIes As a "neutral and experIenced medIator," cm also prOVides aSSIstance
m negobabng Jomt venture agreements and related contracts cm uses model
texts to help clIents draft letters of mtent, Jomt venture agreements,
management agreements, plant speafIcatIons, performance agreements, and
markebng agreements Techmcal aSSIstance IS llIDlted to those general skIlls of
the cm staff or the cooperatlng natIonal orgarnzanons QualIfIed. consultants
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and techmcal adVIsors are avauable at normal rates CID also aSSIsts dIrectly In
raIsIng Investment funds

To help package flnanong, cm cooperates closely With the followmg
development fmance corporatIOns m the LDCs and m the EEC

• BelgIan CorporatIon for InternatIonal Investment (SBI) - BelgIum
• The IndustrIahzatIon Fund For Developmg CountrIes (IFU) - Denmark

• CaIsse Centrale do Cooperation Economique (CCCE) - France
• SOCIete de PromotIon et de PartICIpatIon pour la CooperatIon

Economique (PROPARCO) - France

• Deutsche Fmanzierungesgesellschaft fur BeteIhgungen in
EntwIck1ungslandem Gmbh (DEG) - Germany

• Kreditanstalt fur Wlederaufbau (KFW) - Germany
• Netherlands Fmance Company for Developmg CountrIes (FMO) 

The Netherlands

• Commonwealth Development Corporation (CDC) - The UnIted

Kingdom

• The European Investment Bank (EIB) - EEC

cm also draws on those mtergovernmental development fInance
mstItutIOns which prOVIde eqwty and loan fmanong for Jomt ventures, such as
the InternatIonal Fmance CorporatIon (IFe) m Washmgton, DC, the IslamIC
Development Bank, the ASIan Development Bank, and the SIFIDA Investment
Company for Afnca

cm's staff also facIhtate arrangements With those fIrms provIdmg export
credIt servIces, export msurance and mvestment msurance In summary, CID
acts to snmulate Jomt ventures through a combmanon of technIcal aSSistance •
servIces and fmancmg coordmanon With nanonalinstItutIons, the latter whIch
almost always have fmanang tIed to some nanonal mterest m eqwpment sales,
mvestment or trade expanSIOn Therefore, cm promotes Jomt ventures as a
mechamsm to help both developmg countnes and the mdustrles of the
partIopatmg developed countrIes m the EEC

b IndustrIal Fund for Developmg CountrIes (IFU) Denmark's IFU was
estabbshed to promote Jomt venture mvestments mvolvmg Damsh frrms and
mdustries IFU strIves to play an acnve role m the estabbshment of Jomt
ventures In a developmg country by contnbunng share capital (up to 30% of the
venture) Loan fmanang IS also available, and a portion of these funds can be
used to defray the cost of feasibuity stud1es
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IFU IdentIfies those projects It will support m coordmatiOn With a number
of external agencies It cooperated With Norway, Sweden and Fmland through
an mstitutlon called Nordact, and With the EEC program of CID through the
Interact Group In certam cases, IFU has entered mto cooperation agreements
With developmg country mstitutions, for example With the Banco Naoonal do
Desenvolvlemento Econoffilco e SoCial of Brazil and With the Centro de
Desarrollo Industnal of Ecuador Similar arrangements have been made With
Senegal and the Sudan Networlang such as tlus enables the IFU to focus Its
resources on the actual fmanong of projects

IFU, m actmg as a catalync fmanoal agent, places emphaSIS on fundmg
feaslbl11ty and start-up actlvlnes rather than suppornng general project
promonon and search actlvltIes Outreach to foreign companies IS carried out
through msntunonal relanonslups With other government agenCIes In
Denmark, companIes WIlling to consIder Jomt ventures are mcluded on a
comprehenSive 11st pubhshed by IFU and made aVailable to developmg
countrIes

c The German Busmess Cooperation Programme <BCP) The BCP for
pnvate sector development takes a more aggressive role m promotIng busmess
development projects This adVISOry service for commerce and mdustry m
developmg countrIes was deSIgned to complement asSIstance programs
provldmg credIt, eqUIty mvestments and training The servIce employs 30
adVIsers m developmg countries and 23 m the Federal Repubhc of Germany,
who are charged WIth estabhslung cooperanve ventures between developmg
country fIrms and German small and medlUm SIZed enterpnses The program
argues that small and medlUm SIZed firms, "With theIr manageable SlZe and un
bureaucratIc structure have the combmanon of the necessary scale of resources
and the fleXibIlIty needed to come up With appropnate solutIons" (Federal
Mlmstry for Economic Cooperanon, 1987)

BCP has focused on stImulatmg a varIety of Jomt and co-ventures,
mcludmg SImple trade transactlons The core staff offers sPeCla1lZed
management consultmg support to develop Jomt ventures, transfer of techmcal
and busmess know-how, and new markets, all actIVitIes are undertaken as part
of long term cooperatIon agreements between LDC and German fIrms In the
development of Its program, the BCP will attach a reSIdent consultant to an LDC
organIZatIon representIng the pnvate sector or an offICIal mvestment/export
promotIOn center In some Instances, the consultant IS placed In the local
development bank The BCP approach Includes early study and assessment of
project opportumtles, In addition to serViCes that help clients fInd partners,
structure contracts, and locate funds to support trainIng and start-up

The BCP IS hnked to OfflOal German bIlateral technIcal cooperatlOn
agreements and cooperates With the German Fmance Company for Investment
m Developmg Countnes (DEG) The DEG focuses on ImplementIng dIrect
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foreIgn mvestment strategIes whIch IS has developed To develop an outreach
capabIlIty to the German mdustry, BCP employs the servIces of several German
pnvate consultmg flrtns In bnef, BCP provIdes general mformatIon, consultIng
support and search serVices for transactIons mvolvmg trade, technology transfer
or dIrect mvestment The German agency beheves that over the long run, the
5,100 prodUctlon companIes based m Germany Wlth less than 1,000 employees
represents the broadest base of sU1table technology- and lIlVestment partners for_
the thud world

ThIS bnef revIew of European efforts pomts out how they have combmed
theIr mterests m mcreasmg exports and growth of natIonal fIrms Wlth thell
foreIgn assIstance efforts By usmg Jomt ventures as a major transactlon goal for
assIstance efforts Wlth developmg countrIes, both goals are met The CID, and
related EEC mstltutIons, have concluded that long term econOmlC development
and technology transfer requIres the JOInt venture approach, whIch
slmultaneously creates longer term lmkages between EEC and LDC companIes
They place lIttle emphaSIS on fundmg orgamzatIons m developmg countnes to
promote trade and mvestment

PRINCIPAL CHARACfERISTICS of European
Trade and Investment Strategies for Developmg Countnes

FOCUS

Use of JOint venture strategies to hnk EEC fmns to
developmg country markets and enterpnses

SERVICES

EmphaSIS on finanCing and other bUSiness incentIves

PrOVISIon of lImIted mformatIon and techmcal assIstance programs

LImIted use of techmcal assIstance or networks to develop
JOint ventures and other collaboratIve efforts With LDCs

RESOURCES
Use of development bank programs to

prOVIde information and finanCial assistance
to LDCs If Jomt venture With EEC fIrm IS Involved

Very hmIted support for mstltutIon butldmg for TI promotion
m developmg countnes

ORGANIZATIONAL STRUCTURE

Vanes, but most are governmental
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The general strategy of the European orgaruzatIons have been to
encourage theIr own national mdustries to form Jomt ventures In the
developmg world, whIch then act as an effIcIent transfer mechamsm for
technology and capItal wrole promoting the mternatIonal expanSIOn of the
European companIes The Europeans have also placed greater emphaSIS on
fmancial rather than techmcal assistance, With the German Busmess
Cooperation Program somewhat of an exception

A reVIew of some of the TI programs briefly chscussed m tros research
affords us a sense of the dIfferent types of transacnons bemg pursued and the type
of servIces and structure favored by the chf£erent groups These programs can
also be categorIZed as to the sector In wluch the managIng agency IS found,
although all programs are at least partially funded by the pubhc sector

Government Managed Programs

Insh Development Agency (IDA)
Busmess CooperatIon Programme of Germany (BCP)
Centre for IndustrIal Development of the EEC (CID)
Denmark's IndustnalzzatlOn Fund for Developmg Countrzes (IFU)
us ForeIgn and CommercIal SerVIce (USFCS)
Connectzcut Department of EconomIC Development (CTDED)
ProChzle

Private Sector Managed InstItutIons

FundaClOn Chzle (FCh)
Investment PromotlOn Center of the DomznIcan RepublIc ([PC)
US Investment PromotlOn Office of Egypt (US/PO)
The Salvadoran FoundatIon for EconomIC and SocIal Development

(FUSADES)

All the pnvate sector examples, With the exception of FundaclOn Clule,
receIve some fundIng from A I D These orgamzanons share the common goal
of promonng a stronger pnvate sector through trade and Investment hnkage
With the US They also suffer the common chlemmas of how to best deploy theIr
resources, offer effecnve servIces, and bwld long-term networks !PC is an
example of an mstItutIon whIch has used consultant contractors and pnvate
volunteer orgarnzatIons to estabhsh outreach efforts and to prOVide a WIde
varIety of techmcal aSSIstance to theIr chents ThIS approach, If well-managed,
can hmlt the cost of networkIng whlle provldmg a greater varIety of service
options

Those orgarnzatIons that do not mamtam theIr own offices abroad or do
not have the lnstltutlonal capaoty to use the VariOUS mtermedlary systems
aVailable, are not able to effectIvely tap foreIgn markets or mtermediaries At the
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same tIme, orgamzabons whIch concentrated theIr resources on developIng
theIr own offIce networks, have lImIted themselves In regard to the Industry or
type of transactIon they support Several orgamzabons (e g IPC, USIPO, and
FUSADES) have used Intermedlanes to complement and extend theIr
networkIng and technIcal aSSIstance capabIlIty WIthout mcurrIng the cost of
operatmg extensIve office structures mtemabonally

The major deSign parameters that have emerged relate to the type of
transacbon bemg promoted, operabng offices overseas, the use of mtermedlanes,
the resources aval1able to and the sector of the proVlder, and the prmcrpal type of
comparabve advantage or market deficiency upon which the program IS based
(which necessarIly takes mto conslderabon the country context)

The followmg chart presents the major deSign parameters relevant to the
example TI programs reViewed m thiS chapter

EXAMPLE TI PROGRAMS AND MAJOR DESIGN PARAMETERS
Trans- Own Use
Arnon Office IntermedIary Promobon

Program Focus Overseas Network Focus

IDA DFl Lurnted Yes EECMkt

BCP IV Yes JV-LOC

CID-EEC IV IV
Fmancmg

IFD-Denmark IV JV-LOC

CTDED DFl,
Exports, Lmnted LImIted DFl

TISlMorocco DFl,IV, CV Yes Yes DFl, JV,CV
Exports (WorldWIde) Exports

ProChl1e Exports LImIted Global Mkts

FCh Technology Yes Local Growth

IPC DFl,IV Yes Labor,
Free Zones

USIPO DFI,N Labor,
RegIonal Mkts

FUSADES DFl,N, Ltd Yes Labor, Local
Exports Resources
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SUMMARY FINDINGS OF TRADE AND INVESTMENT PROGRAMS

The programmabc and orgamzabonal fmdmgs ansmg from thIS reVIew
can be summarIZed as follows

• Successful mvestor attractlOn programs, espeoally for tradlbonal duect
foreIgn mvestment (DFI), are commonly found In those countnes Wlth
hospItable pohcy envuonments and large markets Investment
promotlOn In smaller countnes lacking attractIve pohces, markets or
natural resources, must usually be complemented or replaced by the
promobon of other types of ventures (subcontracbng, producbon-sharmg,
hcensmg, etc)

• Investment attracbon and promotIon programs have h::nded to evolve
from general country promobon actIVItIes to more venture or mdustry
speCIfIc obJectives, at least m countnes Wlthout a large market The latter
approach usually requues the mvolvement of experts to help structure
new types of venture strategIes as well as to proVlde mdustry-specflc
techmcal aSSIstance when needed

• Export promobon m developed countnes or other economIes Wlth acbve
mternatIonal busmess sectors can focus on duect lmkage servIces such as,
computerlZed mformatlOn systems, matchmakmg servIces and
negobabon aSSIstance Less developed country programs usually reqUlre
capaCIty bul1dmg technIcal aSSIstance as well

• Trade and Investment promotlOn actIvlbes are mcreasmgly onented
toward usmg forms of techmcal asSIstance to help "nurture or Incubate" •
speCIfIC new deals rather than SImply promote the general attrIbutes of a
country or region

• To supply technIcal asSIstance and mdustry specIfIC adVlce, TI
organlZatIons sometlmes develop cooperative programs Wlth technIcal
aSSIstance groups, mtermediarIes, assocauons and other groups that offer
networkmg and techmcal follow-up capabIhty

• Many TI programs are focused only at the llliualidea or contact stages and
prOVIde httle or no technIcal aSSIstance m the follow up stages Some TI
programs use combmed servIces to offer a more complete system of
aSSIstance to a chent, talang them from Idea to start-up In these cases,
trade mISSIons, educauon, and fmanoa! servICes are consIdered part of an
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mtegrated and fleXIble servIce base rather than dIscreet actIvIties WIth lIttle
prelImmary or follow up support

• Government managed programs usually focus on mformabon and
matchmakmg servIces and/or fmancial assIstance, techrucal experbse IS
sometimes avaIlable

• PrIvate sector orgaruzabons usually have less resources With willch to
offer fmanang or extensIve data banks, but are often good provIders of
mdustry and fIrm-SpeCIfIc techmcal asSIstance

• WillIe many government programs utilIZe their foreIgn servIce networks
for TI promouon, some prIvate sector (usually non-profIt) TI programs are
also openmg therr own offIces to estabhsh outreach and servIces to speafIc
foreIgn commumties The mdustry credlbIhty and techmcal skIlls of both
types of offIces Will playa major role m the success of the controlled
network Often these controlled overseas offIces UblIZe speCIalIzed
mtermemarIes or other orgaruzabons to prOVIde complementary servIces
m addioon to the baSIC TI acoVlty

• TI programs are pursumg new types of venture strategies, espeCIally m
regard to developmg countrIes The promobon of Jomt ventures, co
producbon, hcensmg, and other non-tradluonal strategIes offers a new
approach to mcreasmg the flow of exports and mvestment
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At the end of thIS sesszon, partIcIpants WIll

1 have an understandmg of how trade and mvestment servIces cover all
types of mtermediatlOn for US and foreIgn enterpnses,

2 reVIew the charactenshcs of successful trade and mvestment servIce
organlZahons,

3 have an overvIew of how trade and mvestment servIces are delIvered
m developmg countrIes,

4 reVIew varIOus trade and mvestment servIce provIders
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A Many Types of Intennedlanes ProVIde Trade & Invesment (TI)
ServIces

TI seI"Vlces have tradlhonally been provided by a variety of serVIce fIrms
which operate m the commeroal environment of the busmess commumty
Banks, law firms, consultmg fIrmS and other types of service organlZahons have
long assisted clIent enterpnses m many ways However, seldom are these ServIce
fIrms mvolved m TI serVICes as thell" prmopal busmess Most of these
orgarnzahons provide a vanety of servtces of whtch TI serVICes or brokermg IS a
secondary or less Important funchon One way of VieWIng these tradlhonal
mtermedlarles IS as a group of servtce flI'IIlS clustered around any busmess
enterpnse, whether m a developed or developmg country

TRADITIONAL INTERMEDIARIES CLUdTER AROUND
BOTH US AND FOREIGN ENTERPRISES

Legal Counsel

Assoclahons

Accountants

Consultants

u.S.
and/or

ForeIgn Enterpnses

Government Agenoes

Fnends

Banks

Supphers

Accounhng flrms, banks, supplters, assooahons, law ftrms, consultants
and related government agenoes are all m regular contact WIth the enterpnse
When the enterpnse considers a new development or busmess expansIOn, It
contacts these entltles which supply adVice, counsel and techmcal assistance
It IS not at all surpnsmg to also fmd these service companies or mtermedlanes
bnngmg the lronal Idea or concept to the particular enterpnse In many

- - -- -- sl-tuatl0I1S, tbe serVIce orgaruzahons WIll further hnk the enterpnse to other
appropnate networks and resource supplIers If they can

However, most small and medlUm-slZed enterpnses m the US and
developmg countnes are not served by mternatlOnally capable orgamzatlOns
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However, most small and medIUm-sIZed enterprIses m the US and
developmg countrIes are not served by mternatIOnally capable organIZatIons
The small fIrm m the U S tends to use local accountmg fIrms and local or
regIOnal banks, whIch seldom have a need for sophIstIcated mternatIOnal
lmkages of theIr own A SImIlar SItuatIOn eXIsts In the developmg country
Thus, the fIrms that have the greatest potentlal for contnbutmg to each other are
Isolated because theIr partIcular servIce commurubes are not lInked effectlvely to
each other Partly m response to tills shortconung, but also because tracilhonal
mtermecilaries could not fully serve the needs of smaller enterpnses m terms of
TI servICes, a new type of mtermediary has begun to emerge ThlS type of
orgaruzatIon IS characterIZed by a pnmary focus on TI servIces as a mam busmess
aCtIVlty (as opposed to an ancillary servIce) Such mtermediaries have eXIsted m
certaIn other countnes for a long hme and have been an essentlal force behInd
the InternatIonalIZatIOn of theIr bUSInesses A prIme example of such an
orgaruzatlOn IS the Japanese tradmg company In the US tills type of role has
been played pnmanly by mdIVldual entrepreneurs (usually speaahzmg In a
partIcular mdustry) and generally by small companIes The mcreasmg
compleXItIes of domg busmess mternatIonally, espeaally In the aftermath of the
debt crISIS, has spurred m the US the emergence of both large and small
comparues whIch offer a WIde range of IntermedIatIOn servIces as theIr pnnapal
lme of busmess UnlIke the more tracilhonal serVlce organIZatIons where TI
serVlces are a secondary component, these flrms are targeted at bnngmg together
enter-pnses, market opporturutIes and technIcal asSIstance programs to gam
access to goods that can be traded mternatlonally Others are developmg a
capabIlIty to manage Jomt ventures With developmg country enterpnses that
mayor may not mclude trade It IS too early to determme how successful these
fIrms WIll be It IS clear, however, that they are ftilIng a ruche not fully served by
the larger mternatlOnal accountmg, consultIng and legal mtermed1anes

The new breed of TI serVlce orgamzahons, who are not normally
Involved WIth the servIce commumty of the chent enterpnses, must be able to
WIn the confIdence not only of the enterpnse, but of those organlZatlons that
traditlonally serve the fIrm In plannmg, fmancmg, nsk management, etc One
task the mdependent IntermedIary mIght have to accomphsh beSIdes developmg
commItment from the chent, IS the educatIOn of, and collaboratlon WIth, other
serVIce orgamzatlons clustered about the chent enterpnse

In the followmg sections, we examme charactenstlcs of successful TI
serVIce orgamzatIOns and service dehvery In the developmg countnes

B. CharactenstIcs of Successful II ServIce OrganIzatIons

Based on the above fmdmgs, TI servIce orgamzatlons workIng With small
U S or LDC enterpnses must exhIbIt certam charactenstlcs to be successful
These are summarIZed m the follOWing paragraphs
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Successful ClIent Development
Tlus IS probably the most cntiCal charactenstIc of successful

intermedIation It involves the IdentIfIcation and cultivation of a number of
potential clIents With actlve or pasSIve Interest In internatIonal busmess and the
stImulation of Ideas and concepts Jomtly With the clIent untIl a venture can be
Irutlated An Important mgredIent at thIS stage IS the abIlIty to conVince clIents
that they can overcome obstacles and perceIved nsk by creatmg effeenve and
profItable collaboranve ventures It IS also lffiportant for TI servIce orgamzanons
to properly orgamze and "sell" ventures to help enterpnses overcome theIr
natural resIstance to such new ventures Unless the TI orgamzanon can
convmce the parnClpatmg fIrms that the nsk IS manageable, no acnon Will take
place

CredIbIlIty and Trust
A necessary quahty for successful clIent development IS the abIlIty to

generate cedIbllIty and trust among prospectlve chents In most SItuatIons, the
enterpnse IS facmg a slgruflcant nsk deaslon when It conSIders a collaboratlve
venture The 11 serVIce proVlder must be able to demonstrate that he Will act m
the fIrm's best mterests and With appropnate busmess ethICS throughout the
entlre planrung and development stage CredIblhty and trust are espeClally
Important as the TI sefVlce orgarnzanon will not only need to have access to
dIfferent types of mformatIon about the dlfferent enterpnses mvolved, but also
to deal With the doubts, confuslOns and fears of the duferent partners The key
role of credlblhty and trust m convmcmg smaller enterpnses to enter mto
collaboratlve ventures explarns why 11 has tradInonally been carned out by such
trusted busmess assoaates of the enterpnse as lawyers, bankers and accountants

Information Handlmg and AnalySIS
Infonnatlon handhng and analySIS IS another Important charactenstIc of

successful 11 servIce orgarnzanons Potentlal and eXIstIng chents need asSIstance
in sortlng through and selecting relevant data from the large volume of .
mformanon that overwhelms most deaslOn-makers Tlus IS espeClally true for
smaller fIrms whIch usually have httle or no knowledge of mternatIonal
markets and how to penetrate them

Developing and USing Networks
Probably the most Important resource a TI orgarnzatlon brmgs to an

enterpnse IS Its skIll m developmg and USIng networks These networks may
sunply be Informatlon sources or they may be active partlCIpants m the
mtermedlatlon process Usually they are made up of personal contacts m a
vanety of mdustnes and places These networks prOVIde accurate and current
informatlon as well as asslStance m targetIng resources and other enterpnses that
wIll be reqUlred to make a project work It should be noted that many fmns and
indIVIduals become TI servIce prOVIders because they are already workmg WithIn
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an eXIsting network of contacts WIth mdustnal, functIOnal and geograpluc
speclallzatlOns The necessity of estabhshmg networks both m the US and
overseas, as well as travelmg long distances, substannally mcreases the lronal
cost of setting up an mtermedlary funcnon for mternanonal busmess Therefore,
orgaruzanons wluch are already part of a network may enter the 11 busmess Wlth
far greater ease

Access to Fmanoal Resources
The capability to access fmanoa! backIng for a collaboratIve venture IS

ObvlOusly an Important mgredlent of successful TI However, tills does not
mean that the TI orgarozatIon Itself needs to have dIrect hnkage to fmanang
channels Rather, the TI orgarnzatlon needs to have knowledge of how to access
alternatIve sources of fundmg (from banks, government sources, development
funds, etc) Smce prospectlve ventures may often mclude a mIXture of
mvestment and trade fmanong, for both developed and developmg countnes, a
Wide vanety of funding must be acceSSible However, a large number of sources
of funds are aVailable, espeCially for smaller firms, If the 11 organIZatIon knows
how to access them Available funds are not always fully unlIZed becaus~ local
enterpnses cannot develop good project Ideas, perform appropnate plannmg,
access adequate mformanon, etc

Ablhty to Manage Other Services Needed
It IS obVIOUS that successful project completIon reqwres many dIfferent

types of sla.lls and resources wluch must be IdentIfied, secured and coordmated
by the 11 organIZation It IS very dtfLcult and often uneconomical for a 11

--organization to possess all these s1<rtls and resources unto Itself Therefore, It
needs to assoaate Itself With other orgaruzanons In many cases, consorna
mvolvmg a vanety of different organIZations, such as pnvate voluntary
orgamzatIOns, large mternatlonal firms and small consultmg firms, lead to more
effectlve busmess hnkages because they prOVide a more complete range of
services and expertise Certainly, the larger mternatlonal fIrms, such as
accounnng firms and banks, often reqwre access to mdustry speaahzatlon m
order to help develop effectlve plannmg and orgarnzanon of a new project On •
the other hand, smaller TI orgarozanons or brokers mcreasmgly need to turn to
the larger orgarnzatlons for mformatlon and access to mternanonal networks
and other resources

In thIS connechon, the role of mulhnahonal corporahons (MNCs) m
facdItatmg TI should not be discounted Many compames that trad1honally
operate abroad through branches or controlled subslChanes are explonng
dIfferent ways to maintain market presence or to enter new mdustnes There 15

mcreasmg eVidence that MNCs w111 reqwre greater access to countertrade, offset
arrangements and other complex ventures Lmuted capital and management
resources, to some extent, also mlublt the f\ANCs from approaclung a vanety of
markets The multmatIOnals are, therefore, mcreasmgly open to new kInds of
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consortIum and Jomt venture actIvIty through TI or other speaahzed
organIZations

C. ServIce Dehyery In the Deyelopmg CountrIes

11 as a servIce to busmess tends to grow accordmg to the needs of the
local economy International busmess actIVities have usually begun WIth Simple
tradmg serVIces, and have qwckly been replaced by branches, subslCiIanes and
Jomt ventures As the overall busmess system grows, and the local economy
mcreases 11s SopluShcatlOn, local busmess servICes are shmulated Law fmns,
consulhng fIrms and trailing actlvitIes grow WIth the mternatlonal capabIlIty of
the economy

WIth the mcreaSIng demand for mternahonal trade (espeaally exports),
local enterprIses reqUIre greater aSSIstance m developmg mternatIonal busmess
strategies, more competitIve products and SkIlls m acceSSIng foreIgn markets
The larger the economy, the greater the probabIlIty that speaallZed and sophIs
tlcated busmess servIces WIll develop, a prellmmary step leadmg to mternatIonal
11 In the smaller countrIes, such as Costa RIca, a WIde vanety of trailitlonal
accounting, consultIng, banlang and legal servIces represent one category of
mtermedIanes Smaller consultmg fums who aggreSSIvely try to develop chents
by provIdmg umque marketIng and technology plannmg assistance also eXIst In
the larger countrIes, such as Brazil and Korea, these servICes are more WIdely
avaIlable and theIr capabIhty of serVing the chent more extensIve However,
even m the larger countrIes, WIth a varIety of mtermedIanes m dIfferent
busmess serVice groups, there IS apparently a sIgm{lcant mability to lmk therr
services to sundar servIces aval1- able m the Umted States

In developmg countrIes, there IS much less demand for traditional
consultmg and sophIsticated busmess seI'Vlces At the same tIme, the local
consultmg and servIce firms appear fleXIble and are aruaous to engage m 11
Most Importantly, developmg country TI orgarozanons lack the nch sources of
mformanon and networks aVaIlable to thelI' U S counterparts Because of these
factors, TI organIZatlons m the developmg countrIes are sIgmflcantly constramed
In developmg appropnate collaboratIve VE 'UI'e actlvIhes that would mvolve
smaller fIrms In the US, appropnate U S technology or other external
resources

In developmg countnes, the busmess commumty IS not adequately
expen.enced WIth the use of busmess serVIces~nvateenterprIses are not as
accustomed to usmg local assoaanons, consultants, and speaalIZed InformatIon
serVices SInce the fIrms have not developed the management soplushcanon to
use outSIde resources to the same degree as m the developed world, there IS less
actlve demand Yet, at the same hme, the need for TI servIces IS much greater
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The developIng country enterpnses, now under great pressure to lIDprove
theIr productIvIty and to develop InternatIonal markets, have a great need for
technology, market lmkages and other serVices Unfortunately, the developmg
country enterpnses have not developed management plannmg or servIce
utIllzabon skIlls, and thus are not able to convert theIr needs mto effecbve
demand for local TI servIces

Because the developmg country enterpnses have less understandmg of
the value of busmess servIces, they are more reluctant to pay for plannmg,
orgaillZlng, and other busmess development servICes In many developmg
countrIes, local enterprIses have only recently been WI1lmg to mvest m basIC
marketIng assIstance, legal servICes, and more sophIstIcated accountIng systems
If TI servIces are to become an effectIve resource m developmg countrIes, the
local supphers of 11 servIces must be capable of proVIdmg the serVIce, and the
users must SImIlarly develop an understandIng of the value of these servICes
Both must recogrnze that servIces should be paId for m relatIonshIp to the value
of the future product, project and busmess development

SUMMARY

There IS clearly a need In developIng countnes to demonstrate the value
and UtIlIty of TI servIces To some degree, due to the lack of InternatIonal
capabIllty of smaller US fIrms, thIs same demonstratIOn process must take place
In the Uruted States If we are to reach a more effectIve level of collaboratIve
ventures between developIng and developed country enterpnses The
developmg country Intermedianes are faced WIth SImIlar problems as those faced
by theIr developed country colleagues The major charactenstIcs whIch des01be
the TI organIZatIOns m the smaller developmg countrIes mclude the follOWIng

• WIthIn the SCIence and technology mfrastructure, consultIng and
speClalIZed 11 servIces have not developed as extenSIvely as m the
developed countrIes

• Busmess enterpnses In the developmg countnes lack the abIlIty to
IdentIfy and use external busmess servIces, mcludmg TI, effectIvely

• Developmg country enterpnses have a great need for TI servICes but
are less capable of seekIng out these servIces and are generally
unWIlllng to pay for them
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• Developmg country enterpnses have a great need for TI servIces but
because they are unaccustomed to and less capable of seekmg out these
servIces, they do not value them and are generally unwI1hng to pay for
them

• The msotuoonal communIty, mcludmg banks and techmcal
msotuoons have generally not aggressIvely trIed to develop TI skIlls
and capabilioes m the developmg countnes, although thIS may be
changmg m some countnes

• Developmg country enterpnses and theIr supportmg servIce
compames have dIfflculty m estabhshmg mternanonal hnkages and
face other problems such as chff1culty paymg for mternaoonal servIces
m hard currency
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D. Examples of Trade and Investment ServIce ProVIders

In tlus sectIon, we provIde an overvIew of the major types of US- based
orgamzatIons proVIdmg TI servICes to US and LDC busmesses SpeafiC examples
of pnang and fees of TI organIzatIon servIces are dIscussed m the next chapter

1 Large ConsultIng FIrmS
Large consultmg fIrmS derive theIr pnnapal mcome from fees m

exchange for consultIng servIces To the extent they serve mternatIonal clIents,
these fIrms must have, to one degree or another, establIshed mternatIonal
networks So far, TI has been an madental busmess for most such fIrms Often,
and thIs IS eSpec1ally true for the publIc accountIng fi.rms, TI IS provIded as a
service to clIents for a nOmInal fee or no fee However, It appears that the frrms
m thIS category are mOVIng m the dIrectlon of formallZmg TI ThIS lme of
busmess wIll then be actIvely pursued and Will be expected to generate Its share
of mcome

One charactenstIc of the larger consultIng and publIc accountIng fIrms IS
that they generally operate under a set of profeSSIOnal codes or standards wluch
are sometImes m conflIct With the operatIng style and methods whIch may be
necessary for TI to be a profItable busmess For example, collectmg contIngent
fees IS not currently allowed among accountIng ftrms, but may be the only land
of payment that can be expected from clIents m many situatIons Also,
consultIng fIrms m general are not set up to take actIve part m trade or
Investment actlvitIes However, there IS eVIdence that commeraally VIable TI
serVIces may Involve both of these actlvltIes

Large consultIng fIrms may move mto the TI busmess either by
developmg theIr own functIonally separate organlZanons to lessen these
constramts, or they may acqwre the skIlls and capabIhtIes they are mISSIng by
affIlIatIng With other types of organIZatIons such as small consulnng ftrms,
pnvate voluntary organlzatIonS, law firms or tradIng compames At thiS pomt;
It appears that they are follOWing the second of these alternatIves, as thIS IS less
difficult from a managenal and corporate cultural viewpomt However, nothIng
precludes a SWitch to the fIrst alternatIve once these flrms are convInced that
IntermedIatIon can be a profitable busmess lIne and fInd ways to accommodate
the changes reqUIred At tlus date, the larger management consultIng fIrms are
stIll "waitIng" to see Just how profItable IntermedIatIon can be

ConsultIng engIneers, however, have been Involved m TI services for
well over a decade They have acted m VIrtually every role of TI SerVIce and
project development by offermg eqwty, marketIng aSSistance, and partner
locatIon m order to compete for larger contracts m a dlffilDlshmg global market
for big engIneerIng projects
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2 Small Consultmg FIrms
Because of the umque condIoons of the developmg country

envIronments, a few smaller consultmg fIrms are begmnmg to specialIze m
mtermedlaoon In the Umted States, these fIrmS provide speaahzed serVlces for
bnngmg together fIrms for Jomt hcensmg, mvestment, and other program
development Unhke many of the larger ftrms, smaller fJ.rms are more flexlble
and can employ a variety of brokermg mechamsms and payment arrangements
However, these smaller firms are often constramed due to a lack of capital and
exlStmg networks A related problem IS that they have to rely on fee generatIon
from TI more heavl1y than do the larger fJ.rms Opportunloes to receive
speaallZed grants and research support may prove extremely valuable In helpmg
them develop the necessary SlZe and hnkages to make TI a Vlable busmess
service They also may be anxiOUS to hnk to development programs that need an
aggressive TI component

3 Banks and Fmancmg Insotuoons
Commeraal banks, especially the large mternatIonal banks, are already

mvolved m a variety of TI actlvloes FaaLtaong the development of
collaboratIve venture programs IS not a pnmary responsibility of the banks Yet,
almost all mternatIonal banks are mvolved m some type of routIne mformatIon
exchange and brokermg actIVltIes There IS an mdIcatIon that regional US
banks are mcreasmgly mvolved m mtermedIatIon

In the developmg countnes, aSide from mternatIonal banks, local banks
are very anxiOUS to develop more effectIve TI programs TheIr chents are under
great pressure to penetrate external markets and gam access to new and more
productIve technolOgies Thus, organlZatIons such as natIonal development
banks are aggressively seekmg access to new InformatIon channels and TI
systems that can help theIr chents achIeve new growth and access to markets

Investment banks are actIvely seeking mformatIon on foreign venture
opportunloes but usually for large clients and large scale projects Some groups
act as a type of merchant bank to proVlde consultIng, finanang and even export·
management services

4 Tradmg Compames
Tradmg compames represent another channel for TI In the past, Japanese

and European tradIng compames have been much more actlve than slOular US
enones In faahtanng collaboranve ventures However, the current emphasiS on
trade development In the U S has snmulated a Wlde vanety of speaa1lZed
tradIng acnvloes In companies as well known as Sears Roebuck, Lockheed,
Grumman, and General Electnc These kinds of fIrms beheve that thelr success
In tradmg will ultImately depend on theIr ability to prOVide Improved access to
technology and market systems so that products can be upgraded for
mternatlOnal markets
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Wlth the passage of the Export Tradmg Company Act, a number of new
tradmg compames have been created, some WIth the parnapanon of banks or
bank holdmg companles as eqwty holders However, the results of the Act have
fallen somewhat short of expectanons and many of the tradmg compames
formed have yet to be profltable

It appears that many compames mvolved m tradmg are movmg towards
addmg consultIng and technology-related seI'Vlces At the same nme, there are
mdlcanons that more tradIhonal consultIng firms are slffiultaneously movmg
toward the mcluslOn of tradmg as a new seI'Vlce they WIll offer The
convergence of tradmg, consulnng and technology seI'Vlces IS understandable,
consldermg the d1ffi.culty that so many developmg COuntries have WIth payment
for ServIces Tradmg and barter (l e , payment m- kmd) arrangements, allow
purchase of other goods and services normally reqwrmg payment WIth scarce
foreign currency Overall, there appears to be a slgruhcant degree of turbulence
among tradmg compames, an mdIcahon that the mdustry IS stll1 evolvmg

5 Voluntary OrganIZatIOns
Pnvate voluntary orgamzahons appear to be mcreasmgly mvolved m TI

Orgamzanons such as Volunteers for Intemahonal Technology ASSistance
(VITA), TechnoServe and the Agnbusmess Counal penodIcally pursue TI
programs The Intemanonal Execuhve ServJ.ce Corps (IESC) has recently
launched a lmkage program known as American Busmess Linkage Enterpnse
(ABLE), wluch 15 SpeaflCally designed to help developmg country fums gam
access to small U S compames and lffiprove mformanon aval1ablbty regardIng
mtemanonal markets and technology

6 Informahon SerVlces
Informanon handbng fIrms speaahze m shmulanng TI through the

provIsion of valuable Infomlahon and data bases These orgamzahons do not
stop WIth proVldmg mformanon, they offer gwdance for the locanon of
consultants and other services to help brmg together the resources for successful
project development Such compames have funchoned m the mformanon
brokenng busmess for qwte some hme TheIr role m the emergmg TI mdustry IS
not qwte clear yet
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7 Government Inshtuhons
In the developmg countrIes, there has been a rapId development of

umque technology mshtutlQns These mshtuhons have Imhally concentrated
on developmg apphed engmeermg and research aSSIstance programs As a
result of successful expenments m Korea and Simllar newly mdustnabzed
countrIes (NICs), developmg country msbtutlons are mcreasmgly lookmg
toward thea saence and technology msbtunons to help hnk compames to
foreIgn sources of technology and other resources For example, Fundaaon
Clule, an applted saence and technology center m Santlago, offers a broad range
of servICes to dIagnose needs, fmd technology, Install systems and somebmes
even Invest m projects

8 Internabonal~ganuahons

Mulhnanonal corporatlons, tradItionally geared to dIrect foreIgn
mvestment and local market development, are also purswng TI strategIes In
many SItuations, compames are mvolved m helpmg to bnng together flrms to
Jom them _n developmg projects In some cases, the mulbnatlonals are
provIdmg mdependent trammg and technology search programs Thus a
company ltke ChampIOn Internatlonal not only operates Its normal pulp and
paper operatlons, but proVldes ServICes that help bnng other kmds of f1rms and
technology mto thea local markets Many of these strategIes are pursued as
mechamsms to help mamtam presence m the country, but also as umque new
ways to generate revenue and dIversIfy theJ.I' busmesses

9 Assoaatlons and SoaetIes
Trade assoaatlons and profesSIonal soaetles represent Important agents

for hnkage and TI Wlthm the Umted States However, few assoaatlons are
orgarnzed to deal WIth mternanonal TI ltnkmg US and developmg country
enterpnses The Agrlbusmess Counal and slffillar orgarnzabons do have speafic
goals of bnngmg about collaboranve venture proJects, but these orgarnzabons
remam the excepnon

The larger assoaatlon commumty may move slowly toward new
mtermedIanon TI as a result of emergmg U S pnvate sector development
pohey However, present assoaatlon acoVltles relate prmapally to the partlcular
mterests of thea members and tend to center on provIdmg mformatlon and
services unIque to a speafic mdustrlal focus These mterests are dommated by
US market and mtemauonal export mterests Smce the emergence of new
forms of collaborauve venture development IS re1auvely new, It IS not
surpnsmg to find that most assoaauons are not mvolved m thIs type of acuVlty
In addItlon, the need for mternabonal networks as a prereqwslte for faalltabng
these types of ventures and the presence of the more promIsmg ImmedIate
serVlce opportumbes mhIbit the purswt of mternabonal TI actlVlues
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The baSIC deflmnon of trade assoaatIons provides a parhal explananon of
why they generally are not mvolved m mter- natIonal mtermedlatIon

" a non-profit, cooperatIve, voluntanlY-Jomed orgaruzatIon of busmess
competItors desIgned to assist ItS members and ItS mdustry m dealmg Wlth
mutual busmess problems"

Mutual problems would mclude accountIng practlces, commerCIal
research, standarchzanon, stanstIcs and trade promotIon Smce members are not
clearly aware of potennal benefits of new collaboranve venture forms, there IS
httle mcentIve among the assoCIanons to offer such ServiCes In contrast,
natIonal legIslanon m the US, consumer Issues, trade restrlctlons and other
programs are of much greater concern IndlVldual projects are perceived as
more naturally bemg the responsibility of the mdlVldual hrm and Its parncular
service organIZatIons such as law fJ.rms, consultIng flrms, etc

A fmal factor concernmg antI-trust Issues IS Important to consider The
Sherman AntI-Trust Act of 1890 outlawed agreements or actlVlnes that lead "0 a
restramt of trade The Federal Trade Conmusslon Act of 1914 made unfarr
methods of compennon m commerce illegal Export trade 15 another matter and
the Webb- Pomerene Export Trade Act of 1918 permltted the formanon of
assoaanons to serve as agents for members' products mtended for foreign
commerce TIns allowed the formanon of Jomt marketIng research, adverbsmg,
and shlppmg as well as the establlShment of umform contracts, quotas,
producnon standards and pnces However, Webb-Pomerene assoCIatlons are not
trade aSSOCIatIons m the conventlonal sense. To the extent that they have been
successful (theIr success has been hmlted), Webb-Pomerene assoaatlons have
been and w111 contInue to be valuable mtermed1anes for therr members

I!:::=II S_U_M_M_A_RY I
Many trade assoCIatlons see themselves as able to help compames explOIt

overseas markets and they proVlde such SerVIceS at standard fees or membershIp
gwdehnes Actlng to assist mdlvldual frrms m developmg umque collaboranve
venture acnvltIes does not, m thelr View, fall mto theIr present pUl'Vlew or meet
the needs of theIr overall membership and supportmg commumtIes
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At the end of thIs seSSIon, partIcIpants wIll

1 understand how fees for trade and Investment services are structured,

2 learn the pnmary fee structures,

3 have an understandmg of the role of rIsk In structuring fees,

4 reView how fees differ between various trade and Investment service
prOVIders
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Trade and Investment (TI) orgaruzatlons, or mtermedianes In general,
generate revenues from theIr actlVItles m a number of dIfferent ways Most
fIrms charge for professIonal tIme Involved, but some relate theIr fees to the
successful completIon of actIvitles, such as raiSIng funds or bnngmg about
successful Jomt venture projects The amount of nsk-takmg by a TI orgarnzatlon
IS reflected In chfferent types of pnce structures, as well as the frrm's overall
percepnon of the market With regard to the value and umqueness of the vanous
servIces prOVIded For example, Investment banking mstItutIons, because of
theIr wIllIngness to take nsks when fmanang programs and therr perceptIon of
theIr networks as umque and extremely valuable, usually receIve larger fees for
the coordInatIOn of certain types of ventures In contrast, accountIng fIrms may
provIde SImIlar serVIces, but aVOId nsk partlClpatIon, due to theIr professIonal
IdentlfIcatIon and pracnce standards

A, Fee Structures

Of the TI groups stuched,It 15 apparent that pncmg may be categonzed m
one or a combmatIOn of seven particular fee structures, such as

• ProfeSSIOnal serVIce (accountIng, legal, and/or consultIng) fees

• ProfessIOnal/COntIngency fees

• Investment counselmg/bankmg fees

• Jomt venture eqUIty

• Tradmg and marketing fees

• LIcensmg or servIce royaltles

• Volunteer servIce charges

Each of these fee structures or payment strategtes reflects not only nsk
takmg, but the particular type of TI sel"Vlce that has been prOVIded For example,
If the work performed can be defmed m terms of manpower reqwred,
accounung, legal and consultmg sel"Vlces may be billed on a per hour baSIS On
the other hand, certam types of TI orgaruzanons who are helpmg to bnng
together CrItIcal technology and markenng channels may be WIlling to take
greater rIsks m return for royalty payments for a percentage of future profits that
may be generated over a certaIn perIod by the new venture Fmally, some
servICes, such as raIsmg capItal or obtaImng other cnncal Investment resources,
are perceIved to be so cntIcal that very substantIal fees may be charged If the
servIces are successfully performed
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ProfessIonal ServIces Fees Legal fuIDS, accountmg partnershIps, and
consultants provIde Important plannmg, networkmg, and follow-through
servIces As a rule, these orgaruzatIons do not look for contmgency payments,
but prefer to b111 tIme on an hourly, daIly or monthly basiS As a rule of thumb,
an average- SJ.Ze profesSIOnal flrm will bill Its manpower at approxunately 25 to 4
times the salaned rate of the profesSIOnal mvolved

TIus multIpher covers the costs of other expenses such as over- head and
support staff and also provides a margm for proflt- ability A well-estabhshed
accountIng or legal fIrm mIght bill a semor partner at a fee of $150 to $250 per
hour Techrucal and engmeenng type staff tend to be pnced somewhat less
between $100 to $150 per hour Acadenucs and other part-hIDe consultants
normally prOVIde theu serVIces for slgmbcantly less, possibly $25 tc $SO an hour
Currently, USAID's lumt on fees paId to mdlVlduals IS $260 a day However,
larger consultmg, accountmg and technIcal service fIrms which have been
appropnately audited by AID could charge upwards of $1,000 a day for seruor
staff

ProfeSSIonal/ContIngency Fees Though most profeSSional flTIDS prefer to
bIll on a straight tIme baSIS, many compames will accept a form of contmgency
payment This normally means that the profeSSIOnal seTVlce f1rm will bill at a
mlnlmum rate If the objectIves of the project are not clearly aclueved In some
Instances, law f1rms and smaller consultmg flTII\S may base thelJ' bllhng on the
successful outcome of a proposed plan or venture program In thIs case, a
slgmflcantly hIgher fee would be charged, based on the hIDe Involved and
whether or not the project was successful In other cases, &rms mIght ask for a
mlrumum bl1lmg amount or retamer plus a bonus that reflects the charactenstIcs
of a successful outcome It IS a common practIce In law flTIDS - though less
popular In accountIng fIrmS - to vary the hourly rate If a project has led to a
successful outcome for the client In the future, we mIght expect profesSIOnal
firms to offer contmgent bllhng plans as a means of offsettmg some of the project
development rISks

Brokerage/Performance Fees Many mdlvlduals and some profesSIOnal
frrms accept payment stnct1y based on the successful development of a new
project Often, the development of finanang, locatIon of partners, or
development of certain types of addInonal support IS cnncal to the successful
InltlatIon of a new project In these sltuanons, fees are paid only If the project IS
successfully IDlnated Fees tend to vary dramancally In terms of the SJ.Ze of the
project Involved The most Widely used standard, or rule of thumb, IS known as
the "5,4,3,2,1 Gwdelme" ThIs formula prOVIdes that, If the broker IS successful,
he would receIve fIve percent of the flrst millIon dollars resultIng from the
proJect, four percent of the second, three percent of the thud, etc ThIs fee
structure seems to be reasonably well accepted for projects that vary from three to
fIve mIllIon dollars Larger projects tend to be governed by a straIght percentage
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of one to three percent, smaller projects normally mvolve exphat dollar
amounts rangIng from fIve to ten percent of the overall project SIZe

Tomt Venture EqUIty TI orgaruzatIOns may prOVide a range of assistance
and receive payment through some type of eqwty parnapanon TIus approach
normally evolves when management gutdance, marketmg aSSistance, etc has
been (or IS stlll bemg) prOVided The seI'Vlce prOVider, by quallfylng the value of
the acnVlty or tlme spent, would receive an eqwvalent share of capital such as
diVidend payments or some other profit dIstnbunon arrangement

Tradmg and Marketing Fees The TI orgarnzanon's role may sometImes
lead to long-term trailing and marketmg relanonslups In tlus Instance, the
orgaruzanon may accept a fee for techmcal assistance work, but WIll pnnapally
seek remuneranon through a long-term royalty arrangement aS30aated WIth the
tradIng of goods and services A company which IS handlmg two to five nullion
dollars worth of goods may expect to charge a fee of two to five percent of sales
In other sltuanons, the TI orgaruzanon may be mvolved m an ongoIng role as
both representanve and marketlng agent and could receive both a fixed fee plus
some percentage of the total sales handled These formulas, agam, reflect the
wdhngness of a firm to be paid m relanonslup to the long-term success of a
project

Llcensmg/Management Fees TI orgamzanons may also playa cnncal role
In the orgaruzanon of access to technology, skilled manpower, management
systems, or other types of umque resources In this situanon, It IS common to see
a ffilX of profesSional fees plus a long-term percentage royalty from the resultlng
project If a 11 organlZanon has helped locate, negotiate, and mstall a technology
system, It might request a one percent royalty, m addItIon to recovenng some
charges for proVldmg the specifiC technology reqwred For example, If an
organIZatIOn helped a company acqwre formulas and processes for a new
product, the company supplymg the technology could expect a four percent
royalty for five to ten years, the TI orgarnzanon would receive an addlnonal
percentage for Itself In other situanons, the hcensor may pay the 11 orgamzatlon
a part of that base four percent royalty

Volunteer Service Charges Volunteer organlZanons, when acnng as
IntermedIanes, usually expect theIr mcremental costs to be recouped Normally,
tlus IS aclueved by chargmg for profeSSional staff tune and some fees wluch are
used to mamtam the overall orgarnzanon Volunteer ServiCes tend to cost about
one- half to one-third the eqUIvalent profesSional servIce m the same market
area
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B. An Example Companson

To understand the Impact of dIfferent pncmg strategies and what the
mtermedlary Will reqUIre, It IS useful to look at standard project and pnce
vanatlons accordmg to dIfferent approaches (See Exlubit entItled Companson of
Payment AlternatIves) In thiS example, a TI orgarozatlon would be mvolved
over a one-year perIod to help put together two compames for a frve nulhon
dollar Jomt mvestment ThIs partlcu1ar project would result m a new program
WIth annual export sales worth ten nulhon dollars In order to put together the
proJect, the TI organ1Z3.non would have to fInd potentlal partners, asSIst m
plannmg, prOVIde guidance for fmancmg channels, and help estabhsh some kInd
of marketlng and export actlvlty Naturally, the profeSSIOnal serVice frrms would
have better capablhty of provHimg early-on plannmg and orgarnzanon skills,
whl1e the tradmg and marketIng comparues may be stronger m terms of therr
later marketmg and trade contnbutlons However, tills type of project could be
put together by any of the basiC types of TI orgarnzanons dIscussed m tlus paper

For profesSIOnal service fees, assummg there are no contlngent
relatIOnships, the fee for the year of actIvity would be $100,800 Time would be
bl1led at $150 per hour for a seruor partner and $60 per hour for management and
technIcal assistance personnel Assummg three days a month for the seruor
partner, and ten days a month for the mIddle level mdivldual, the chent will
ultlmately pay for 36 semor execunve days and 120 mIddle management days
ThIs means that bIllable time would be $43,200 for the seruor partner and $57,600
for the mIddle level IndiVIdual The total fee, assummg a service dIrect tlme
approach, would be $100,800

A mIXed profesSIOnal fee and contIngent approach would combme a
mmImUffi set of dIrect tlme billmg whIch mIght be at $30 Per hour for seruor
time, and $20 per hour for the mIddle management eXPerts ThIs would lead to
$-1-'t,640-for-seruor-partner tune and $19,200-for the JUUlor partner The
mmtmum profesSIOnal fees drawn would then be $30,840 If the project was
successfully completed along the pre-estabhshed gwdelmes, then the faahtatlng
firm mIght receIve an addItlonal $100,000 to $150,000 In short, for a successful
project the TI serVIce orgarnzanon would receive $150,000 to $200,000 In fees and
If the project did not go through, they would only receive the IDltIal $30,800
TIus approach nuxes bIllable tlme With some type of r15k takmg on both the part
of the TI servIce orgamzanon and the chent Unhke the standard profesSIonal
fee model, the chent pays less If It 15 an unsuccessful development and pays more
If It 15 successful

LookIng at the same project as an mvestment service or Investment
bankmg approach, we can see that the chent mIght pay upwards of $400,000 m
fees to the Investment bankIng hrm ThIs fee IS calculated on a range of two
percent to eIght percent of the overall fmanoal package The degree to willch the
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mvestment bankIng fum IS comnutted to the fmal program would change the
percentage dramatIcally For example, If It were to underwrIte part of the
fmancmg package, the percentage fee for partIcIpatIon ill the project nught grow
to as mucn as 25 percent of the overall paCKage

The brokerage commISSIon approach, as In the "5,4,3,2,1" formula would
cost the project $750,000 In fees As stated earlIer, fIve percent of the fIrst IIU1l.lon,
plus four percent of the second nulhon, etc. leads to a total fee of $750,000 1f a
successful Jomt venture IS brought together In tills SItuatIon, the 11
orgarnzatIon IS probably not peud any other fees or costs The fees are peud only
upon the successful IrutIatIon of the planned project Thus, the 11 orgaruzatIon
IS assunung sIgmflcant nsk

In the tradmg and marketIng approach, the TI orgaruzatIon may receIve
some fees and expense coverage dunng the development stages However,
prmapal payment wIll be assocIated Wlth a long-term royalty or sales
comlmSSlOn lInked to the ongoIng actIvIty A three percent tradmg comnusslOn
would lead to fees of $300,000 a year or $1,500,000 over a fIve-year penod In thIs
approach, the tradmg company has helped put together the deal m order to gcun
access to the product and benefIts through tradIng comrmSSlOns It should be
noted that the ftrm would still mcur Its own costs to support tradmg and
marketmg actIVItIes U the project reqwred the establIshment of a permanent
sales and marketIng offIce, hnked to the chent, the chent would probably have to
support some addItIonal "out of pocket" costs, m addItIon to Its sales fees

LIcensIng and technology fees are another form of long-term profIt
sharIng Wlth a successful venture 11 orgarnzatIons, who often playa key role m
technology organIZatIon and access Wlll take fees through a long-term
management asSIstance agreement or technology fee In many countrIes, the
tInung, scope, and SIZe of the royalty payment are hnuted by government In
most developIng countnes, a four percent fee over a fIve-year penod would be
acceptable The 11 orgarnzatIon, m many cases would be Wlllmg to accept an
addItIOnal percentage pomt over the IIcensmg fee to cover Its work, 1f It IS not the
actual holder of the technology ThIs of course, would be a fee of $100,000 per year
and a total of $500,000 for a five-year contract

Volunteer organlZaoons, actIng as TI service orgarnzanons normally have
speafic cost reImbursement programs For example, the InternatIonal ExecutIve
ServIce Corps (lESC) mIght have a chent cover travel, per dIem, and some
recrUItmg costs to have a renred executIve work for three months m a partIcular
developmg country Tlus means the chent would pay about $20,000 for three
months of volunteer tIme Assunung rune months of mvolvement over an
entIre year, the clIent would pay about $60,000 of cost reImbursement fees to the
volunteer orgamzatlOn
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The follOWIng chart summanzes and compares dIfferent fees, all dealmg
WIth a slnlllar $5,000,000 Investment, leadIng to $10,000,000 In annual export
sales for the new venture

COMPARISON OF PAYMENT ALTERNATIVES
Intennedlanon to EstablIsh a $5 Muhon Investment

(Sales - All Exports $10 Muhon Annually)

Type of Intennedlary Index Pnnopal Role Total Costs

• ProfesSIonal ServIces ~150 00 per hour & • Plans $100,800
DIrect Fees only - ~60 00 per hour • NetworkIng'
Lawyers, Accountants, • Follow-up
Consultants • No Risk

• ProfeSSIonal ServIce Fees !MinImum • Plans MInImum
& Connngent Payment $20-$30 per hr • Networkmg ~30,840

MaxImum • Follow-up MaXImum
Full fee • Some Risk ~160,ooo
plus bonus

• Investment BankIng 2-10% of Package • Network MInImum
• Fmanong Plan $40,000
• Credlblhty MaXImum
• Some Risk $500,000

• TradInglMarkenng
3% toS% of Royalty or• Network

•LIcensmg/ServIce Royalnes Sales • Plans Management
• Market Access Fee
• Some RIsk $50,000 per Yr

• Jomt Venture ~me Part of • Plans !DIVIdend when
EqUIty & Fees • Networks PaJd

• Ongomg Management
AsSIstance

• Risk

• Volunteer Orgarnzanons Cost Recovery • TechnIcal AsSIStance
• Networks $30,000 - $60.000
• No Risk

A survey of 15 IntermedIary orgamzanons was conducted to further
explore and confrrm how pnClng options were beIng used and the degree to
whIch vanous combmatlons contrIbuted to a fIrm'S total annual revenues The
follow1Og chart Illustrates the 10termedIarIes (by type) who partlClpated 10 tills
survey
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Intermedl3.I)' Type

Consultmg FIrms"
Law FIrms
Investment Banks
Importers

TOfAL

Number

9
3
2
1

15

"Includes PVO's, mdlVtdual consultants and rms

The follOWIng chart illustrates the frequency of pnang alter- natlves
reported used by Intermed1ary type It 1S based on a slmple "yes" or "no" answer
to the quesnon, "Is tills a method of payment you use m your busmess?"
Responses are presented as the number answering "yes" over the total number
of respondents In that category For example, 5/9 would Ind1cate that 5 of the 9
respondents In that category use tills pncmg strategy whlle 4 do not

VI (7)
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FEE GENERATION OPTIONS

INTERMEDIARY TYPE

PRIQNG OPTION Conslt L~ Inv.Bks Importers TOTAL

Fees 9/9 3/3 2/2 1/1 15/15

Fees w /Bonus 5/9 0/3 0/2 1/1 6/15

Brokerage 0/9 0/3 1/2 0/1 1/15

]V Eqwty 4/9 0/3 1/2 0/1 5/15

Trade/Mktg COmmIssions 4/9 0/3 2/2 1/1 7/15

LIcensmg Royalties 0/9 0/3 0/2 0/1 0/15

Volunteer ServIces 6/9 0/3 0/2 0/1 6/15
w/Cost Reunbursement

TIus dIstnbunon gIves an mdIcanon of how often dIfferent pncmg
strategtes are employed, both among types of mtermedIanes as well as Wlthm
partlcular categones WIth the excepnon of hcensmg royaltles, every category
was used by at least one type of mtermediary surveyed

Some pOlnts of mterest

Law fIrms bIlled for theIr servIces on a straight fee for tIme basIS These
respondents mentIoned the pOSSIbility of conflIcts of mterest that can arIse when
a law fIrm or mdIvidual attorney takes an eqUIty pOSItlon, recelves fInder's fees
or receIves other forms of compensatIon for legal work Although the attorneys
who partlapated m thIs survey clatmed not to substltute other forms of
compensanon for theIr work, each mentloned knowmg of others who dId m l1eu
of fees In the area of volunteer servIces WIth cost retmbursement, law ftnns
mentIoned that pro bono work was a normal part of domg busmess, but thIs
work was not done WIth the expectatIon of receIvmg any dIrect fmanClal rewards
as a result In the future ConsultIng fIrms, on the other hand, saw tlus more In
terms of a marketIng strategy and sales approach SIX of the rune consultants
descnbed tills category as a routlne aspect of new bUSIness and clIent
development

Every type of mtermedIary saw fees as a pnmary and preferred way of
gettmg paId for theIr servIces A frequently mennoned method was to set up a
retamer arrangement whereby a cbent would comnut a certaIn sum to fund the
research and other project development work requIred One Investment
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bankIng fIrm would deduct tills amount from the fees they would receIve from
ralsmg the capItal

TOTAL REVENUES BY PRIONG ALTERNATIVE

The precedmg chart may be somewhat misleadmg as It Illustrates the
frequency of use of these varIOUS pncmg optIons, but does not mdIcate the total
annual revenues accrumg to the fIrm from any optIon In other words, although
an optIon may be used by a fmn, It may not produce any slgmf1cant revenues

The followmg chart Illustrates the relatIonship between pnang OptIons
and annual revenues from each and IS based on respondents' estlmates m
answer to the questIon, "What percent of your fmn's total annual revenues
would you estImate result from 1" (each optIon mentIoned m turn)

TOTAL REVENUES BY FEE ALTERNATIVE

INTERMEDIARY TYPE

morooN Consultants Lawyers Invest. Banks Importers

Fees 93% 100% 40% 80%

Fees w/Bonus 6% 0 5% 0

Brokerage 0 0 40% 0

IV EqUity 0 0 0 0

Trade/Mktg 0 0 10% 20%
ComnusslOn

LJ.censmg Royalues 0 0 0 0

Volunteer ServIces 0 0 0 0
w/Cost
ReImbursement

Other/nuscellaneous % 0 5% 0

ThIS chart gIves an mdicatlon that although many pncmg optIons and fee
arrangements are theorencally pOSSIble, the fact of the matter IS that fees
represent almost all revenues earned by the frrms contacted for tms survey

VI (9)



...

VL ISSUES OF PRICING AND FEES

C, Pocmg Strategy

FormulatIng the appropnate poong strategy for an internatIonal busmess
venture often Involves subjectIVIty and creatIvIty In Isolatmg and valumg the
varIOUS tasks mvolved A typiCal venture follows

XYZ IS a JOint venture between a U S and developing country frrm TIus
project WIll take about one year to mature, and reqUIres the 11 orgarnzatIon'S
Involvement durIng thIs peood The venture WIll requlI'e a $5 millIon
Investment, and IS expected to Yield export sales to the US of $10 millIon per
year for a mmImum of five years Tasks mvolve

a) FmdIng a US partner,

b) AsSIstIng In planmng, plus providIng gwdance for
fInancmg, and

c) EstablIshIng marketIng avenues In the US

Some general observatIons

In thIs example,
• A law fIrm would probably bill on a straIght fee for tIme basIS

• An mvestment banker would probably quantIfy expected
compensation by valumg mdIvIdual tasks For example,

• A $5,000 per month retamer for SlX months WIth out-of
pocket expenses bIlled separately Tlus $30,000 would be
deducted from the revenues receIved from capItal margms
and marketing fees should the project come to fruItion

• A three percent margm for debt finanang (assumed at $3MM)
and a five to eIght percent margm for eqwty fmanang
(assumed at $2MM)

• A marketing or brokerage fee based on the volume of
products sold, With one to two percent of total annual
sales

• An alternative to thIs marketing COmmISSIOn would be to set
up a JOInt venture marketing company m the U S WIth the
supplIer selling to thIS company at somethIng less than
prevallIng market poces for the product Profits would be
sphtSO/50
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Thus

Retatner

8% on eqwty portion of $2MM
3% on debt portIon of $3MM

Less RetaIner

Total

~ 2% of $10MM annual sales
volume $200,QOO/year for 5 years

Total cost of fmancmg and marketIng

$ 30,000

160,000
2Q.OOQ

250,000
(30,000)

$ 220,000

$1,(XX),ooo

$1,220,000

A consultant respondmg to tlus example would tend to be more con
cerned WIth the work Itself, and more mclmed to make exphat assumptlOns
about the partners' roles and capabIhtIes

• A consultant may View the overseas partner as supplYing the product
wlule the U S partner would prOVide the marketmg and dIstnbutlOn
Thus, she may not see her fmn earnmg any tradIng or marketmg fees
based on the volume of products Imported and sold

• However, If the consultant had partlcular expemse m engmeerIng and
constructIon proJects, she may VIew the $5 lIll1l.lon as fmanang for plant
and equipment m the host country In tlus scenariO, she VIews her fmn
as bemg compensated for Its mternatIonal engmeermg and project
management capabuitIes

IntermedIanes tend to adopt a creatlve stance when It comes to fIndIng
ways to structure a compensatIon scheme WIth the exceptIon of law fmns,
pncmg and fees vary based on factors IdentIfied as bemg Important
conslderatlOns or quallfymg condItIons Each type of TI orgamzatIon sees a
different dlmenslOn of the project Law fll'IIlS see the legal Issues mvolved,
mvestment bankers focus on raIsmg capItal, and consultants are more concerned
wIth the development phases and tasks Involved

SUMMARY

As can be seen from the foregomg dIscusslOn, the Issue of pnang, fees
and valwng 11 serVices IS a complex subject WIth the exceptIon of the more
standardIZed servIces such as legal and accountIng work (wluch are generally
accepted as bemg necessary reqwrements In busmess dealIngs and venture
development), many fIrms are eIther unable to value or are unWIlling to pay for

VI (11)



VL ISSUES OF PRICING AND FEES

other types of TI work Thus, these TI orgaruzaoons must flrst sell the need for
the speClahzed mformatIon and SkIlls they bnng to the venture development
process even before they sell theIr own acove parocIpatIOn and mvolvement

WIthout adequate support, many TI orgaruzaoons face a ch.ffJ.cult set of
challenges They must convmce chents or would be chents of the need for theIr
servIces and the value of theIr mvolvement m the venture development
process These chents may be unfanuhar WIth the dlfflculnes mvolved m
formmg collaboranve ventures With overseas partners The TI orgaruzaoon 15

then put m the posIoon of havmg to fIrst demonstrate hIs worth m order to be
adequately compensated Generally, It must fmd a way to structure a
compensanon plan that IS ned somehow to the success of the proJect, a plan that
hopefully WIll YIeld adequate compensanon m the future

But when we look at the "new breed" of mtermed1ary entrepreneurs who
are attemptIng to forge new alliances and mtroduce new forms of collaboranve
ventures, we see mostly small fIrms and md1Vlduals pavmg the way These
mtermed1arIes are generally the least able, from a cash flow pomt of VIew, to
absorb the overhead and travel expenses and forego fees durmg the often
extensIve development process from concept to commerClallZanon Also, these
mtermed1anes are bemg forced to assume a burden of nsk that may be unreahsnc
gIven therr llffilted resources It IS also farr to say that many mtermed1anes are
speaahsts m parncular aspects of the venture development process (e g , market
research, planmng, technology transfer) and are somewhat naIve when It comes
to structurmg and negonatlng eqwty and Performance payment packages

The larger fIrmS that conCeIvably could handle the nsk and cash flow
problems more easlly are not purswng TI as a pnmary (or even secondary)
busmess acnvIty TI m these larger companIes tends to be ad hoc, sporad1c, and
opportumstIc as opposed to bemg an mtegral part of theIr routlne busmess
actlvItles It would appear that valumg and pncmg TI ServICes, at least m the
short to med1um-term, Will be heavlly mfluenced by market forces and
mmVldual fIrms' marketmg, sellmg and negonatlng skills At thIs stage of Its
evolutlon, TI cannot be conSIdered an "mdustry" m the sense that common
standards, estabhshed pracnces, standard pncmg and the other more formalIZed.
pollees and practlces eXIst or are Widely shared among a group of sIffillar firms
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VII MANAGING PRIVATE SECfOR
TRADE AND INVESTMENT STRATEGIES

At the end of thIs sesszon, partlclpants w1l1

1 have an understandIng of the ISSUes Involved when prOVIdIng trade
and Investment serVIces IS coupled. WIth sImultaneous InstItuhon
buildIng,

2 be Introduced to the challenges of orgarnzahonal development,

3 reVIew the pnvate sector Imhanves that dnve pnvate sector support
strategy,

4 be faInlhar Wlth the orgarnzanonal needs of new Insntunons,

5 learn the constralnts on successful trade and Investment development,

6 have further mformanon on the stages of development for pnvate
sector msntutlOns



VII. MANAGING PRIVATE SECTOR TRADE AND INVESTMENT STRATEGIES

A IntroductIon

AssIstance organIZations, m many developmg countnes, often have
chosen pnvate sector mechanIsms to promote trade and Investment It IS
appropnate that the pnvate sector be a pnnClpal force In creatIng the programs
and servIces that promote certam aspects of trade and Investment However,
many inItiatives have combined the launchIng of trade and Investment
programs sImultaneously With the formatIon of new pnvate sector institutions

In some Instances, organIZatIon development actlVItIes have been very
dIfficult Non-profIt msbtutIons are dIffIcult to desIgn, orgamze, and manage
Often, a tlme span of several years IS necessary before these institutIons can
establIsh a structure and staff that can take on complex programnung The
relatIve absence of such InstItutIons reflects the Inherent dIffIculty In
establIshIng effective pnvate sector organIZatIons

In some developIng countnes, the creatIon of new types of pnvate sector
lead Institutions (chambers of commerce and technIcal assIStance orgarnzatIons)
whIch can encourage and support pnvate enterpnse has been made pOSSIble by
channelIng essentlal asSIstance resources through them to both enterpnses and
mdIVIduals However, supportIng the dehvery of sophIstIcated serVIces lIke
trade and Investment promotlon whIle sunultaneously bwldIng baSIC
orgamzabonal structures can prove dIfficult and costly

In thIs chapter, we shall explore the ISSUes Involved In managIng pnvate
sector trade and Investment strategies These tOpiCS mclude basiC assistance
lmtIanves, orgamzatIonal needs of new Institutions, constramts on successful
trade and mvestment development, the typICal stages that pnvate sector
mstItutIons pass through, and the role of trade and Investment servIces In
stabilIzmg mstItutlOns

B. Institubon Bmlding and Private Enterpnse Goals

Often, the creation of a pnvate sector mstItutIons represents a key
development strategy to estabhsh a velucle for pohcy Improvement, the
coordInatIon of technical asSIstance and the promotIon of trade and Investment
lmkages With mternanonal markets and technology supplIers However, the
great chffIcultles In creatIng appropnate boards of director support for these
lnstltutlons as well as estabhshmg effectIve ServIceS, trammg staff, and creatIng
effectIve plannmg and control systems, explam the relatIve lack of these kInds of
orgamzatIons The challenges of orgamzatIonal development are fonmdable
and the dlfficulbes often compounded by the needs to show qwck results and
estabhsh credIbility among skeptlcallocal entrepreneurs and numerous pohtlcal
constltuenCles
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Pnvate sector mstltutlons normally supply services and assistance wluch
correspond to one or more of the seven basIc aSSistance Irnhatlves hsted below
that are deSigned to strengthen pnvate sector achVlhes and free market processes

Trade and mvestment promohon IS but one of these asSIstance lnltlatlves
wluch reqwre vastly dIfferent skills and techmques

Pnvate Sector Initiabves

1 Techmcal AsSIStance and Technology Transfer

2 Informatlon ServIces

3 Export Promotlon and Investment Promotlon

4 Trammg and Manpower Development

5 FmanClal Markets

6 PublIc PolIcy Reform

7 AssoClatlon BwldIng and Techmcal Infrastructure

Support

There are many types of pnvate sector lnlb.anves and chfferent
termmologles for descnbmg them But, generally, the seven alternanves lIsted
above represent the ophons from whlch VarIOUS assIStance programs choose to
create a pnvate sector support strategy Of overndIng Importance IS the need to
buIld key pnvate sector mstltutlons wluch can channel resources and coordInate
mdlvldual or multlple lnlhatlves In most cases, government agenCIes connnue
to be the duef orgaIUZlng organlZatlons for achvltles such as mvestment
promotlon and technology transfer

In the Canbbean Basm, US A I D nusSlOns have placed a SpeCIal emphasIS
on developmg pnvate sector lnltlahves wluch can be Implemented through
newly formed or enhanced pnvate sector msbtutlons

Example Canbbean Basm Private Sector Inshtubons

Costa Rtca - CoalztlOn for Industrzal Development (CINDE)

Domtntcan Republtc - Investment Promotzon Counczl (fPC)

E. Canbbean - Eastern Caribbean Investment PromotIon ServIce
(EOPS)

El Salvador - Foundation for SOCIal and EconomIc Development
(FUSADES)
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Guatemala - Manufacturers Assoczatwn for Non-tradztzonal
Exports (GREMlAL)

Guatemala - Guatemalan Chamber of Commerce
(CAEM-Camara EmpreseTlal)

Honduras - FoundatIOn for Investment and Export Development
(FIDE)

Honduras - FoundatIOn for Development of Exports (FEPROEXA)

In BohvIa, Sn Lanka, IndonesIa, Egypt, and Tha.l.1and smular lIUtlatlves
are bemg developed and Implemented Agam, the mtentlon IS to strengthen
these pnvate sector mstltutlons and flow programmmg through them, resultmg
m the creatlon of a more expenenced and capable pnvate sector that will play an
Important long-term role m the pubhc sector These programs are desIgned
ultImately to provIde serVIces to enterpnses to help them become more
competItlve WIthm the mternatIonal economy and more responsIve to free
market factors The Importance of the focus on mstltutIon bwldmg cannot be
underestImated, however, questIons may be raIsed about the expectatIons for and
capabIlItIes of these InstItutIOns to offer effectlve enterpnse support m the short
run

C QIgilmzatIonal Needs of New InshtuhoDS

Unfortunately, non-pront mstItutIons are often dIffIcult to orgamze and
manage Each organIZatIon, for example, must deal WIth multIple dents and
support groups wmch mclude enterpnses, assoCIatIons, government agenCIes, as
well as US A I D mlSSIOn mterests TheII' commumcatIon programs must be
able to promote the mvolvement of dIverse mdustnes havmg varymg levels of
competence and confIdence L1mlted managenal resources m developmg
countrIes make It dIffIcult to locate and acqwre appropnate staff, keepmg staff IS
even more dIfficult In many cases, the new staff IS confused about who they
actually work for - the profeSSIOnal semor staff, the board, the asSIStIng
contractors or mdIvIdual board of dIrectors members who may have been the •
channels through wmch they were hIred.

Plannmg and control IS dIfficult smce obJectlves are hard to quantIfy and
evaluate Success may be determmed more by gammg new resources than by
servmg muned1ate chents Pohncal lmkages are cnncal and may prove more
Important than the techrucal effICIency of servIce prOVISIon All the trad1nonal
management processes - planrung, controllmg, orgamzmg, and dIrecnng - are
more abstract and dIffICUlt to apply m complex non-profIt orgaruzanons

AddIng to the confusion and orgarnzatIonal development problems 18 the
fact that most trade and mvestment programs are faced WIth lImIted terms of
support from foreIgn assistance orgamzatlons Pressure bwlds qwckly to self
fmance act:IVIoes even though the local market may not understand the value of
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or be culturally onented. toward payment for vanous assistance services Most
enterpnses are not accustomed to usmg mtermedIary orgarnzatlons, consultants,
or techrucal assistance to help them work through planrung and orgaruzmg
dilemmas

Boards of drrectors, usually compnsed. of outstandmg local bUSinessmen,
fmd themselves qwckly In\mersed m complex plannmg and project evaluatlon
In many cases, due to the mexpenence of local professional staff, boards are asked.
to asSist m project plannmg and control, thus mvolVlng more tmle and effort
Most of these busmessmen are accustomed to competltlve busmess
enVIronments and are easily discouraged by confusmg procedures that tend to
prohferate There IS also little mcennve for nsk-takmg and a tendency to aVOId
controversial deCISions, espeCIally when government agenCIes, colleagues and
US A I D are anxiously aWaltlng success or failure Addloonally, US
government and local government poliCIes may contradict the expressed goals
and programs

Early m trade and mvestment (TI) program development, efforts must be
made to coordmate and develop effective programmmg, parocularly m the areas
of techmcal assistance A TI program must create "hard hlttlng" acnvltles that
can attract a skeptlcal busmess commurnty Generallzed programs tend to hurt
credibility, therefore pressure builds to establlsh "targeted" acoVltles that fit the
needs of speaftc mdusmes In addition, a TI program cannot be lmuted to
Simply Identlfymg project opporturntles or proVldmg mdependent Information
services or assistance

The diverSity and hffilted expenence of the commurnty creates both the
opportumty and major constramt for the orgamzatlon Thus, one of the most
difficult problems for the fledglmg TI program IS to locate cost-effecnve networks
and resources through Which to funnel serVICes to c1lents

BUILDING THE SERVICE MIX FROM AVAILABLE REsOURCES

Example Semces

Tralrnng Programs
Techmcal ASSIstance
Entrepreneur Workshops
Deal Packagtng
Informabon Sel'Vlces

Contact 5el'Vlces
Trade Shows
Sample Programs
Orgarnzabons

al Servtces

Example Resource Syppbers

Large ConsultIng Firms
Small Consultmg FIrms
IndIVIdual Experts
Pnvate Volunteer Orgamzatlons
Assooabons and Chambers
Umverslbes
MNCs Trade MISSIons
Intergovernmental
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To orchestrate a variety of specmc programmmg, the 11 program has to
shop for resource suppllers who can asSist m the bUlldmg and dellvery of
progranumng Usually US A I D nusslOns proVlde major contractors that help
to get the TI program started These contractors are normally responsible for
both organIZatIon development actlVltIes and help m startIng the lnltIal
programnung m techmcal asSistance, trade and mvestment promotIon It has
been demonstrated that these contractors are hard pressed to get the TI program
structured and to build an effectIve orgarnzatIon at the same tlme

Ulnmately, the TI program must strIke a balance between the outreach
and assistance programs It can offer Wlth Its own staff and those serVIceS It must
dellver through cooperatIon With other supphers Finally, the seTVlce nux must
be bwlt Wlth future self-fmancmg m mmd

Dr Constramts on Successful Trade and Investment Development

Although most TI programs have been promoted Wlth the Idea that they
could ultlmately develop a self-sustammg program base, ~h1s has not been the
result to date ThIs IS due pnmarl1y to a number of constramts m a busmess
enVIronment that IS not capable of sustammg the techmcal mfrastructure
components that a more developed economy can support (laboratones,
assoaatIons, consultants, etc) To comphcate the SituatIon, the local commumty
IS not accustomed to paymg for many of the ServIces that the TI program needs to
offer Thus the TI program must bwld Its chent base, whl1e SImultaneously
educatIng chents on the value and utlhty of ItS services - even though Its typical
TI mternal staff cannot ImmedIately proVlde valued ServIceS

Certam factors negatIvely Impact on the ability of the mstItutIon to dehver
effectlve TI seTVlCes whIle others restnct ItS mternal ability to create effectIve
management systems The major constramts affectmg the development of a TI
program mclude the followmg

Lmuted mdustrIal capaaty WlthIn the local enVIronment means that •
there are only a few firms capable of 1mIDedJately explOitIng programs that can
asSiSt them m new export or mternauonal Jomt venture act1vlues In most cases,
the TI program must do more than SImply lmk the firm to external markets,
extensIve techmcal assIStance may be reqUIred to move the ftrm toward a
capabilIty swtable to the IdentIfIed opportumtles

Strong competItlon m mternatIonal markets dIScourages many fIrms from
trymg new opportumtles The most successful fIrms are makmg good returns m
the local market; the least successful are not capable of explOitIng the
OppOrtunItIes available Many TI programs cannot orchestrate the combmatIon
of techmcal assistance and mternanonal lmkage necessary to motlvate an
enterpnse to move mto new venture areas
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ContradIctory local legIslatlOn and US pollaes create confuslOn among
local enterpnses In one case US A I D programs were helpmg to develop cut
flower export enterpnses whl1e US Department of Commerce programs were
establIshmg speafIc trade barners to these products m the Umted States In other
cases, local government regulations make It extremely dIfftcult to Import
necessary samples, estabbsh new Jomt ventures, or even provIde effectIve
msurance coverage for new cooperative ventures

Lmuted support mdustnes such as packagmg and tool makmg often slow
down the ability to make rapId advances m chfferent mdustnes In one case,
cosmetic compames m the US were prepared to mcrease therr actlVltles m a
developmg country, but the lack of appropnate plasnes and pnnnng servIces
forced them to merely fIll contamers there Transportation support IS often a
major bottleneck m trylng to expand opportumtles for subcontracnng and
coproductlon

Growmg US protectlomst sentlment creates hIgher perceIved nsk on the
part of the developmg country frrms consldenng export and mternatIonal Jomt
ventures The posslblbty of new quotas or taIlff barners dlscourages many firms
from even begtnnmg the planmng and analySIS of ventures

Lmuted manpower and skilled techmaans block dIfferent types of
projects Even m mdustnes as slmple as garment assembly, the lack of skilled
mechamcs, pattern makers and other techmClans makes It lIDposslble for local
fIrms to compete Often, local trammg programs are not geared to the needs of
mternatIonal competition Many enterpnses are suspect of the value of general
tralmng programs and are unwillIng to mvest in more speaftctraJ.Iung smce
they are accustomed to hIgh turnover

It should be noted that dIStrust m cooperatIve programs keeps many
enterpnses from sharmg mformatlon and Jommg together to fInance
cooperatIve trade mISSions, research SerVIces, etc Also, the desrre to create
umque competItive advantages holds ftrms back from vanous programs that
could allow cost-effectIve access to technology and busmess networks

E. Managmg the Development Stages of the OrganIZation

As preViously noted, pnvate sector mstltutlons develop through
prechctable stages wluch are often charactenzed by chffIcult transactions and
major reorgamzatiOnal cnses Unfortunately, these problems are hard to
mltlgate and only the best managed evade the negative consequences of the
changes The survIval of many 11 programs and therr assoaated programs will
depend on careful management of these stages and the ability to stabilize the
evolutIon of the orgamzatlon Many busmess managers and techmaans fall to
understand the enormously difficult problems mherent m deslgmng and
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managmg a multI discIplmary orgamzatlon that has ambIvalent clIents and
Widely dIvergent program needs

From the begmnmg, the deSIgn of the orgarnzatIon usually focuses on
goals and programmmg content Development of staff management
mformatlon systems, and control programs IS left to the founders or to a major
contractor brought In to help start up or re- structure the mstltutlon The
obJectlve of gammg local partlapatlon results m havmg the professIonal staff
selected by board members, key founders, or by a nucleus staff WIth lmuted
managenal resources avculable m the country, It IS dIffIcult to recruIt expenenced
mdIviduals AddItIonally, the more personalIzed enVlronment m many
developmg countnes leads to staff selectlon based on personal relatlons or famIly
tIes whIch may rapIdly IdentIfy the 11 program With parncular factIons or stake
holder groups m the country

The ongmal fundIng agency, poSSIbly a US A I D mISSIOn, or World Bank
Program, Will often be drawn mto the staffIng and structurmg actIVItIes before
the pnnapal ccntractor or key staff members are m place Pressure bOOds to
generate actIon because of performance expectatIons and lImIted fundIng
duratIon

The early pressure to perform and the confused. loyalty of staff can soon
put the orgamzatIon at odds With dIfferent contractors, supphers, and clIents
inItIal enthUSIasm and exatement can rapIdly lead to mternal struggles over
control, program dIrectIon and confhcts regardIng pohtIcal ahgnment The
technIcal disaphne reqUIred demands a much more expenenced staff and
control functIon than IS usually avculable WithOUt rapId success, there IS often
an mcreasmg dIsenchantment With profesSIonal management procedures, open
commumcatlons and lmks WIth external organIZatIons

The followmg IS s a summary deScrIptlon of the four stages that may
develop If clear leaderslup and management are absent-

Stage 1 Organzzatlon Development and Start-up

Stage 2 DIsenchantment and Search for New Supporters

Stage 3 Centraltzatlon and RestructuTlng

Stage 4 Balancmg of Networks and Programmmg

Stage 1 - Organzzatlon Development Start-up
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At Imnanon, the orgarnzanon IS charactenzed by posinve attltudes and an
openness to new board members, supplIers, and contractors The focus of the
orgamzanon IS on start-up and 15 usually charactenzed by unreahsnc goals Early
success from program opportumnes 15 readIly avaIlable and mamtams
confIdence as the new staff makes plans and orgaruzanonal structures are
created The larger busmess commumty 15 skepnca1 but tends to take a "Walt and
see" approach Usually/ younger staff members are qUlckly drawn Into a vanety
of areas Without much techmca1 support or preparanon, and they soon begm to
present a confused and unsenous servlce nux to the communlty

Stage 2 - DIsenchantment and Search for New Resources
ConflIct Wlthm the orgamzatIon may begm WithIn the fIrst year as outsIde

contractors, fundmg orgamzanons, or chfferent staff groups begIn to compete for
resources and program responsIbilitIes Early avculable clIents are qUlckly
exhausted and staff begms haVlng problems developIng new clIents or effectlve
programs WIthOut strong leaderslup, staff begIns seekmg personal support
groups outsIde the organIZatIon such as clIents, board members, etc

Managenal actIVItIes begm to focus on re-plannmg and Increasmgly
Involve board members to add credIbility to the re- analySIS efforts Program
offIcers also can become nsk averse Trust can also break down between them
and avaliable contractors and adVlsors UltImately, the staff will ether become
Isolated or will turn to outsIde power groups for support and protectlon A type
of ethnocentnaty may prevaIl as the organIZatIon becomes more dIstrustful of
outSIde networks, supporters, and adVisors

Nonproducnve plannmg may mcrease and there will be a greater
tendency to Involve board members In lower level planmng and reVlew nus
leads to further confusIOn and Withdrawal by some board members and formal
support groups The orgaruzanon will now senously begIn to look for new allies
to develop programmmg and Will tend to seek out nanonals or well-known
groups not Involved In earlIer stages Inexpenence Wlth complex orgaruzanonal
development and InabIlIty to control lowers confIdence •

The search stage 15 usually accompanIed by demands for mcreased budgets
to Justlfy more fixed staff to replace the external networks Often the group
develops a deep concern that outside agents are failing to dehver meamngful
support External fundmg orgamzaoons will be called upon to help restructure
relanons With contractors and supphers and gIve the organIZatIon greater
capabIhty to Integrate the vanous act1V1oes wluch were preVlously the proVInce
of outSIde expert groups Meanwlule the orgarnzaoon could be lOSIng credIbility
WIth the local bUSIness groups and assoaatlons It 15 desIgned to engage
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Stage 3 - Centrallzatzon and RestructurIng
As a result of reorgaruzatlOn and declmmg credlb111ty, the msotuoon

mIght evolve mto a hIghly centrahzed. orgarnzaoon relymg mcreasmgly on
trusted assoaates Programnung will slow down due to the absence of techmcal
networks and dmumshmg credIbility m the local commumty Avculable
consultants and other mtermedIanes can be brought mto the programmmg on
an "ad hoc" baslS

Top leadershIp will playa key role m eIther accelerating the centrahzanon
of the lnsotuoon or helpmg to bnng It back mto some land of balance WIth other
local assoaanons, c1lents or mtermedIary groups If careful analysIs of
orgarnzanonal capabilioes takes place at thIs stage and leaderslup IS Vlgorous, the
msotunon can refocus on orgamzanonal development and concentrate on
developmg reasonable programmmg whIch w111 almost certamly reqUlre outsIde
network and techrocal support

Stage 4 - Reorgamzatzon and Balancmg
In the £mal stage, the orgaruzanon comes to terms WIth the need. to

husband scarce resources It moves to develop relanonslups WIth outsIde
networks and mtermedIanes who can proVide mdustry- specftc support and
deal packagmg skills Normally, tasks aSSOCIated. With actlVlnes WIthm the
country will be managed. by the TI staff; mternanonal and speaahzed. techmcal
support has to be proVlded by appropnate consultIng or assoaanon actlVlnes

If the 11 program IS to help catalyze local firms mto developmg more
compennve capabilines, espeaally m the mternanonal market, It must have
some type of long-term externallmkage system to offer wlule mamtammg costs
at a modest level ThlS 15 not pOSSIble WIthout engagmg eXlstlng busmess
assocranons, prIvate volunteer orgamzanons or establIshed commeraal
networks that have goals complementary to those of the 11 program

In the newly orgamzed form, the TI program has the opportunIty to
develop more reahsnc plans Expectanons will be greatly mochfied. after the
lrona! start up and followmg conflIct stages. External fundmg orgamzanons will
be supportIve of thIs stage If they continue to see practlcal programmmg and the
potentIal for some sort of self-financmg UltImately, the orgamzatIon will have
to SPec1ahze m at least a few areas so It can begIn billmg for serviceS, some of
whlch are bemg channeled through the orgamzatIon from outslde supphers
The focus of the orgamzatIon must move toward collaboratIon rather than
competItIon Otherwise, the cost and effectlveness lSSUes will slowly undermme
support and lead to a gradual dlSsolunon of the lnsntutIon or at least a greatly
dmumshed program base

VII. (9)



VII. MANAGING PRIVATE SECfOR TRADE AND INVESTMENT STRATEGIES

F The Role of Trade and Investment ServIces In StabIhzmg InstItutIons

The key to TI program success lIes WIth the management systems and
delIvery of meamngful ServIces WIth some techmcal assIstance, It IS feasIble for
the local staff to serve the Internal needs of the country e g bwldmg assoaanon
capabIlInes, tramIng In general skills, and mfluenang polIcy SupportIng
entrepreneurs and promonng major changes In enterprISes reqwres long-term
support from credIble supplIers who can delIver a vanety of Industry-speaf1c
assIstance

The trade and Investment aCtlV1nes of TI programs offer opportumnes to
bnng In outsIde IntermedIanes (consultants, banks, etc) and volunteer
orgarnzatlons to help prOVIde dIverse Industry resources However, the
temptatIon to manage thIs task WIth "m-house" resources IS strong Usually, the
TI program wlll mIX In-house resources WIth some kInd of outSIde support from
consultants or voluntee6 orgarnzanons

Trade and mvestment servIces can playa powerful role In bwldmg
credIbIhty and a supportlve consntuency for the TI program However, when
madequately dehvered, trade and Investment servIceS can have the reverse effect
- harmmg the nascent Identlty and support of the msntunon Considermg the
novelty of TI programs m most settmgs, IDlOal success IS Important and IS only
achIeved when there 1$ a "full servIce" capability Offermg one aspect of support
whlle fallmg to dehver other Important reqwrements, can frustrate and confuse
clIents Thus, the development of the trade and mvestment strategy IS both a
major opportumty and a major threat to the new organJ.Zatlon

SUMMARY

The effeCtlve plannmg and orgamzmg of trade and Investment ServICes
reqUIres several key elements, such as

1 Orgarnzatlon development - TIus mcludes careful staff
elect10n and traInIng wluch prOVIdes adequate support for
stable orgarnzatlOnal growth

2. OutSIde IntermedIarIes - The seleetlon and management of
outSIde IntermedIanes and adVisors reqwres reahsbc
programmmg gwdelmes, traIDIng, and support from the
Board of DIrectors level
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3 Early success - Carefully targeted goals must be pursued WIth
resources that will not be dIstracted by the ongomg
compleXItIes of orgarnzatIon development ImtIal success
WIll bwld support and credIbility for the trade and
Investment program

4 External networks - Access to and management of external
networks IS cost effectlve and can fulftll vaned aSSIstance
reqwrements Careful planmng and orgamzatIon IS reqUIred
to help elect and develop appropnate control systems for
these outsIde resources

5 Appropnate models - Certam InternatIonal programs may be
adapted WIth greater ease than others EnVIronmental factors
and speCIfIC condItIons should be compared carefully before
any gtven modellS to be chosen as a gwde
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VIII AID EXPERIENCE IN TRADE
AND INVESTMENT PROMOTION

At the end of thIs sesSIOn, partIcIpants will

1 understand how AID programs fared when measured agaInst AID's
developmental goals,

2 reVlew the deternunants of success as derlVed from AID expenence

3 be exposed to a bnef rustory of and lessons learned from example AID
programs,

4 be aware of the lmphcanons for future deslgn and lmplementahon of
AID programs,
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A. IntrQductIQn

Dunng the 1980's, the Uroted States Agency for Internanonal
Development (A I D ) supported a WIde vanety of programs mvolvmg trade and
lDvestment promotIon Some targeted mvestment promotion wlule others
concentrated on export or Jomt venture hnkages A few prOVIded a full-ServIce
program offermg asSIstance frQm Idea formulanon, resource/partner searches to
start-up and on-gomg productIon asSIstance to marketmg Others focused on
more hmlted mtervennons such as trammg, polley changes, or grants for
feasIbility stuwes Almost all med to measure success agamst goals of mcreased
lDvestments, export earmngs and/or Jobs created, although other kmds of results
such as developmg local busmess capaaty, assoaanon strengthenmg and
attltudmal changes were recogmzed as havmg an Impact on overall trade and
lDvestment

WIth a few excepnons, reported results of A I D Trade and Investment
(TI) programs dId not hve up to Ironal expectanons In some cases, the
disappolDtmg outcome can SImply be attnbul.ed to mappropnate expectanons,
rugh costs or a program tIme frame that was too short to aclueve expected goals
For many, however, a closer look IS needed to determme why program
performance was not all that was hoped for

In tlus chapter, we reVIew numerous A I D programs provIdmg TI
servIces, out1lmng the pnmary factors found to affect program results We also
IdentIfy the lessons learned from these expenences whIch we beheve have the
greatest Impllcanons fQr on-gomg program desIgn

Before exammmg the cases and fmdmgs m detaIl, however, more
fundamental questIons posed by the percelved meffectlveness of TI programs m
developmg countnes, as mwcated by the A LD expenence, must be addressed

B. JustIficatiQn and TermmQlogy

It 15 our contennon that, m almost every case, appropnately desIgned and
scaled programs based on a thorough analySlS of the country context are
JustIflable and consIstent WIth A I D 's developmental goals In terms of trade
and mvestment promonon, government and donor agency sponsors generally
have mgher-order obJectlves of mcreasmg Investment, expandmg exports and
creabng Jobs Government or donor support for TI programs 15 JustIfied when,
as IS often the case In LDCs, market mecharusms fall to prOVIde for the trade and
lDvestment needs of the country at a soaally desIrable level. It should be pomted
out, however, that A I D TI programs have not always been exphatly orIented
toward servmg foreign or domestIc fIrms Strategies are more often dIrected
toward mcreasmg "the flow of resources" to the LOC, helpmg technology
transfer, etc Tlus lack of clanty as to the concrete almS of TI programs has led to
confuSIOn In purpose and mappropnate expectanons
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As stated above, once obJectlves and JustIfIcatlOn are IdentifIed, a
government sponsor takes responsIbility by developmg a strategy for TI
promotion (A strategy IS basIcally a chOIce of mterventIons) TIus level of
plannmg IS often referred to by A I D as a "program" For the purposes of tlus
chapter, however, we will defIne a TI program as a set of SeI'Vlces or actIVities
deSIgned to asSISt a fum, dIrectly or mdIrectly, m concludmg one or several types
of transactIons To further clanfy, an A I D TI "proJect" may contam more than
one program [For example, the Industnal StabilizatIon and Recovery Project m
EI Salvador contamed both the PRIDEX/TIPS program, Implemented by
FUSADES, and a complementary export promotlOn program m the Mm1stry of
ForeIgn Trade] A program can be prOVided by a smgle InStItutIon or a vanety of
orgarnzatIons, but the program's serVIce nux 18 deternuned by the type of
transactIon bemg encouraged and the chent bemg served

The fmdIngs, case examples and lessons learned summanzed m thIs
sectIon have clear ImplIcatIons for deslgnmg strategtes and Implementmg
programs Below we outlme the mam fIndIngs (at both the strategy and
operatlOns level) from the A I D expenence, and a few program design Issues
wluch were Important to results Next we will present key cases that were
representative of dIfferent types of Interventions as well as IllustratIve of our
overall concluslOns In addItIon, A I D studIes analyZIng trade and mvestment
programs are reViewed In the last sectIon, we will dIscuss the lessons learned m
more detaIl m hopes of proVldmg gwdance to future TI program designs

C Determmants of Success

Wlule many fmdmgs emerge from a reView of the A I 0 expenence, SIX

ovemdmg factors seemed to determme the outcome of a program Anyone of
these SIX factors was capable of undermmmg an otherwIse well-desIgned
program, but all SIX seemed. to be needed m order for a program to aclueve
results consIdered satIsfactory The examples offered are mostly denved from
A I D program evaluatIons (Note the first three factors are more strategy-level...
while the next three are at the operatIonal level)

(1) Conslderanon of the Country and Pohcy Context
Numerous program desIgnS, goals and/or SeI'Vlce nuxes were not

conSIstent With the parncular arcumstances of the host country or regton, or dId
not have the flexIbIlIty to change as the context dId More speCIfically,
msuffIClent or faulty analySIS of the busmess enVIronment was performed before
program start-up or program models from dIssmular enVIronments were
transplanted as opposed to developIng ones to fIt the local enVIronment ThIs
set up mappropnate expectanons as to what was and was not poSSIble and m
what bme frame

Example: Investment promotIon was an overly ambitIous goal for El
Salvador consldenng Its polItIcal Instability and Image abroad
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(2) ObjectIves and ServIce MIx that Reflect
Busmess CapaCIty and Needs of Targeted ClIents

Many programs offered. lmkage servtces or credIt to domestIc clIents wluch
could not be well-utIhzed, at least not Without complementary technIcal
asSIstance, because busmess capaaty was not sufftCIently developed. More

- -exphCltly, --export development programs In COw,tnes-where the btlsmess sectors
have lImIted. capaaty or eXPenence With mternatlonal markets prOVIde capaaty
bwldmg servIces m addItlon to servICes seekIng to lm.k exporters to foreIgn
markets Sumlarly, promotIon efforts to attract foreIgn fIrms were rendered
meffectlve m many countnes when complementary techrucal asSIstance and
"marnage counselmgll ServIces were not avculable to nurture deals and develop
local capaCIty TIus was the case whether the mterventIon was takIng place m an
attractlve or dIffIcult enVIronment

The key Issue IS not whIch mterventlons are lIkely to be successful, but
rather, given the partIcular country context and certain strategIc deaslOns
regardmg goals, whIch set of servIces IS most appropnate to achIeve the desIred
country actlons

Example. The Be1lze Export and Investment PromotIon Umt (BEIPU)
had trouble offenng promotIon ServICes to the tounsm mdustry after early
studIes mdIcated that more efforts were needed m bwldmg capaCIty (mcreasmg
the number of hotel rooms and ground ServICes, traInIng servIce personnel, etc.)
so that markenng would not backfIre

(3) Involvement of Both PublIc and Pnvate Sectors
Programs met With greater success when responsIbIlIty for TI promotlon

was appropnately dIVided and there was cooperatlon between the sectors Most
TI servtces are more effiCIently prOVided by the pnvate sector, whIch IS more
market- responsIve, although a few ServICes, such as general publIc relatlons and
data collectIon, are well-swted to the publIc sector Also, pubhc-pnvate •
mterchange and cooperatlon aVOlds conflIct, helps clIents through red-tape, and
can lead to pohcy changes needed to Improve the busmess clImate

Example: Even though an export development program run by the
World Trade InstItute (a US pnvate, non- profit prOVIding trammg, market
research and other market and product development asSIstance to LDCs) was
well-managed, export expansIon could not be achIeved by any of the mam actors
(exporters, government polIcy makers and export promotIon agenaes) actmg
alone Export expansIon reqwres the mterdependent efforts of all groups to
succeed.
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(4) ManageabIlIty of the Program
Numerous programs, as opposed to provIders, dId not have clear goals or

a strategic focus, were not adequately or appropnately staffed, had poor
leadershIp and management controls, and/or had msuffIaent resources,
mcludIng internatIonal networks, to aclueve results

Example Booker T WashIngton FoundatIon staff dId not have
approprIate mcentIves or management oversIght for tlus AfrIcan Investment
promotIon program, program resources dId not proVide for staff travel to follow
up leads, and the antIapated U S network did not matenahze

(5) CapabIlIty and CredibIlIty of ServIce ProViders
Many programs faIled to aclueve results because ImplementatIon

depended on prOVIders (both publIc sector and pnvate sector) whIch lacked a.)
credIbIlIty With theIr pnvate sector chents, b) the capabilitIes for the aggressIve,
person-ta-person nature of trade and Investment promotIon or c ) the technIcal
expertIse to proVide needed aSSIStance Smularly, chOIce of publIc sector
sponsonng agenaes was often mappropnate, 1 e regulatory agenaes given
responsIbility for promotIon

Example. BKPM, an IndoneSIan government lIcenSing board for
mvestors, dId not have the conmutment nor expenence requIred to be an
aggreSSIve promoter of Investments

(6) InstItutIon-BUlldmg
WIth the goal of makIng TI mterventIons of more lastIng value,

InstItutIon-bUIldIng was often a component of A I D programs Problems of
delivenng effectIve servICes, however, were compounded by the problems of
buIldmg or strengthenmg local mstItuoons, and more often than not detracted
from the prOViSIon of VIable ServiCes The c:hffJ.culty of delIvenng TI serViCes
whIle SImultaneously buIldmg basIC orgamzatIonal structures was often
underesomated Further, mstItutIon-bUIldIng actlVIoes In the publIc sector (or.
m donor-funded prIvate mstItutIons whIch end up mmuck1ng publIc
msotutIons) can result In the creatIon of permanent publIc or quasI-publIc
mstItutIons whIch stIfle or dIscourage the pnvate prOViSIon of busmess serVIces.
Public sector prOVISIon of busmess serVICes should be "tIme-bound", 1 e.,
provldmg them only untIl the pnvate sector 15 able to take over

_ __ ___ '-'Target mflatlon" (settw.g un..reahstlc quantltatIve targets durmg the
program design stage) creates additIonal pressures for the new InsbtutIons, many
times forang them to concentrate on meetmg short-term targets versus
achIevmg longer term, sustamable development The A I D experIence has also
demonstrated the functIonal disharmony between A I D objectIves of promotmg
the self-sufficency of prIvate sector InstItuoons as a means of sustammg 11
actIvItIes over the long-term and two phenomena that accompany A I D
fundmg

vm (4)



--

vm. AID EXPERIENCE IN TRADE AND INVESTMENT PROMOTION

1) addInonal costs and adnurustranve burdens WhIch A I D reqUIrements
and operatIng style Imposed on pnvate sector orgarnzabons, and 2) the use of
A I D fundmg, regulatIons, and adnurustranve procedures WhIch often resulted
In pnvate sector reaplent orgaruzatIons movmg m the drrectIOn of becommg
mIm-A I D's, reproducmg A I D obJectIves, staff onentabon and operabon style
Furthermore, parbcularly for new msbtubons, demonstratIng value for sel'Vlces
and conVIncmg potenbal users that they should pay for such servtces, IS a long
term process Insbtubons that were reqUIred to charge for servtces were often
unable to generate suffiCIent revenues to cover costs, at least not InltIally, and
rarely WithIn the 3-5 year normal AI D program tlme penod

Example Program desIgners for CATCO drastIcally underestlmated the
tIme reqUIred for It to become commerCIally VIable and the effort and tlme
reqUIred both to create an msbtutIon and prOVIde developmental ServICes

D. The Results to Date from II PromotIon

In surveymg varIOUS TI programs around the world, It IS often chfftcult to
defme success and faIlure However, programs are perceIVed. as successful or as
less than fully successful The word "perceIved" IS Important smce there are
many dIfferent ways of quahfymg a project ThIs summary uses a very general
set of reported. percepbons that have more to do With the Inlt1al goals of the
program than With other cntena that may mmcate that these projects were m fact
successful

Placmg some countnes m a "favorable" category and others m an
"unfavorable" one IS equally as hazardous No lughly detatled. funcnon has
qualIfIed country busmess enVIronments Rather, countnes With generally
unfavorable pohcy enVIronments, small markets, hmIted busmess capaCIty and
undeveloped phYSICal mfrastructure are perCeIved as unattracnve, e g E1
Salvador and Sn Lanka In contrast, a country With a chffi.cult government pohcy
structure could be seen as favorable If It had a large market or busmess
Infrastructure that could overcome the pohcy negatives, e g India.

The follOWIng chart arranges vanous projects m terms of favorable and
unfavorable country context The projects With nuxed. or negatIve perceptIons,
often faIled m trymg to promote mvestment mto theu enVU'onment or had
overly amblnous expectanons regardmg the ability of theu local mdustnes to
explOIt Identlfied foreign markets or venture opportumnes The example
neganvely perceived projects m favorable country contexts had design
charaetensncs that were problemanc, mcludmg government mvolvement, lack
of follow-up capaCIty, or Improper targetmg of chent transacnons The
programs reportmg success, tended to be assoaated With more mdustry-speafic
techmcal asSIStance and follow-up rather than foreIgn mvestment attracnon
The techrucal asSIstance efforts m the Sn Lanka and EI Salvador projects were
consIdered much more successful than the mvestment attracbon efforts of these
two projects
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RESULTS OF EXAMPLE AJD PROJECTS
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11 promotIon tend<- to be more effecnve when It proVIdes targeted and
mdustry-specIflc support Programs taklng a "promoter" approach (defIned as
enterpnse speCIfIc techmcal asslStance and brokenng servIces to a lmuted
number of producers m a llmlted number of sectors) were more swted to the
weak busmess enVIronments m whIch AID operates than programs taklng a
"transmItter" or "faahtator" approach, wluch are less pro-aCt1ve and concentrate
more on mformatlOn-gathenng, trade show representanon and general mvestor
serVIces Programs hke ClNDE, the Sn Lanka Busmess Development Center,
and FUSADES In EI Salvador, whIch were ongmally onented toward the foreIgn
mvestor, show an evolutIon to programmg that can bwld the capaaty of local
fIrms whl1e also hnkmg them to mternatlOnal markets

Also, whIle plenty of mternatlOnal market and venture opportumtIes
could be IdennfIed, local fIrms had llttle capaoty to explOIt these opportunItIes
To address thIs problem, the mvestment and market access programs of
FUSADES In Salvador, !PC In the DOmmlcan Repubhc, and the lESe Indonesian·
ShrImp (Export) ASSIstance Program (ISAP) developed techrncal asSIstance
support servIces to strengthen local compames whUe also provldmg market and
mvestor outreach In these three cases, pnvate consultIng mtermedtanes were
unhzed along WIth pnvate volunteer resources such as the IESC retIred
executIve speCIalIsts

1
6
1 =========-= S_UM_M_A_R_Y ~

At ItS most fundamental level, then, the success of a trade and Investment
program WIll depend on whether It has a clear, strategIc focus and plan, a serVIce
mIX conSIstent WIth the parncular country context and transactIon focus, and
effectIve Implementation by appropnate and capable servIce prOVIders Other
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Important conclUSIOns regardmg effectIve provISIon of TI servIces are
summanzed as follows

a The busmess sector m most developmg countnes IS not large enough to
support or sufflaently aware of the servICes provIded by speaahzed
consultIng fIrms and other mtermedlarIes, wluch m turn have not
developed to the extent they have m mdustnabzed countnes Therefore,
TI programs have to focus on how to create and delIver busmess ServiceS
untIl the market place has adjusted to proVIde these serVIces

b Because enterpnses m developmg countrIes have lIttle expenence m
Identlfymg and utI1lzmg external busmess services, mcludmg
mtermedIatlon, programs must not only delIver appropnate servIces but
also educate benefIClanes and promote the use of such services

c Trade and mvestment lInkage actlVltles usually need to be complemented
WIth enterpnse-speahc techniCal asSIStance to bul1d the capaaty of fIrms to
meet mternatlonal market demands

d Trade and mvestment programs must provIde long term contInUIty to
allow establIshment of credible networks of busmess contacts and serVIce
prOVIders, as well as to allow fIrmS to move through several dIfferent
project cycle stages to completlon of an mvestment or export transactIon

e Increasmgly, mternatlonal busmess lmkages will mvolve non-tradItlonal
ventures such as Jomt ventures and coventures

In general, success was assoaated WIth those firms that had access to strong
networks m larger countnes The pl10t contracts operatlng m the smaller
countnes could not develop adequate project oppOrtunltles nor consIstently
brmg ventures to complenon Even m these cases, however, where the
contractors did not always meet the expected goals, they did proVIde an
Important busmess serVIce to local frrms at a relatlvely low cost TIus approach;
usmg commeraal mtermedIanes to offer busmess ServICes, may not always be
the most cost-effectIve use of TI resources, but It IS certaInly an optlon If the
Uruted States wants to mamtam some type of low-eost trade and mvestment
asSIstance to ThIrd World fIrms to Improve therr capability of accessmg foreIgn
technology and market opportumnes
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E. Examples of Key A.I.Q. Program Expenences

The A I D programs m the examples that follow represent aetlvltIes
assooated WIth government programs and aetlvltles assOCIated WIth pnvate
sector InStItutIons m developmg COuntries CertaIn programs focused solely on
export promotIon, others on mvestment attraetlon, wlule several combmed
mvestment promotIon, export, trade lmkage, and some degree of local capaCIty
bwldmg The example cases mclude a bnef descnptIon of the program,
highlIghts of program successes and weaknesses, and a "lesson learned" from the
experience It should be noted that the key "lesson learned" IS not the only
lesson to be learned from the case, nor 18 the case necessanly the only one to
represent the "lesson learned "

1 Export Promotlon Programs

Programs mcluded under tlus headmg are those wluch concentrated
pnmarIly on developmg the export capablhty of the reCIpient region or
host country These programs mcluded such components as supplymg
market mformatlon, IdentlfyIng dIstnbutors and new market channels,
provldmg tradmg servIces, defraymg trade show partlClpatIon costs and
strengthenmg local produetlve capaCIty

a The Caribbean AgrIcultural Tradmg Company Program
(CATCO)

Tlus Jomt EEC/A I D program (1982-88) sought to establish a Jomt
pubhc/pnvate entlty, CATCO, as a commerCIally Viable regIonal
agncultural tradIng company The basiC obJeetlves of CATCO were to
promote mcreased productlon, consumptIon, and export of local frwts and
vegetables, to open new marketIng channels (vs compete WIth eXistIng
brokers for regIOnal market share), and to reduce extra-regional food
Imports A I D prOVided a loan of US$4 millIon (later reduced to $1 3
millIon) to estabhsh the company and a grant of $255,000 for techmcal
assistance to assist m settIng up the management team, developmg
standard procedures for measunng, packing, gradmg produce and forward
contrachng, proVldmg fIeld staff to Implement the procedures and
momtonng performance, and preparmg a busmess plan and accountIng
procedures

In 1988, CATCO was VIrtually bankrupt, beIng kept afloat by soft loans and
grant funds from A I D and the European Development Fund (EDF)
CATCO's troubled fmanoal situatIon was attnbuted to mexpenenCed and
frequently changmg management, mability to trade m agncultural mputs
or to compete successfully m mtra- regional market sales, and the complex
and costly developmental efforts reqwred to cultlvate extra-regIonal
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export markets and hnk them successfully to sustalnable sources of local
produce supply

CATCO was relatively successful m developmg a reputation m the UK
and Holland markets for locally produced, high quahty frwts and
vegetables at compehtive pnces It had more hmlted success m competing
Wlth the Mediterranean and other countnes supplYing tradltional Winter
vegetables or semi-tropical and trOPiCal frwts It was beheved that CATCO
eventually would become fmanClally Vlable on the condltion that lr 1)
cultivate and assure an extra-re81onal demand for perishable fresh frwts
and vegetables, 2) foster a collaborative versus competitive relationship
Wlth other traders m the region, and 3) ralse farmer produchVlty and
reduce the costs of prodUctlon

Lesson Learned

Developmg a SUStamable local capaaty to produce the products wanted by
markets, m rehable quantities, quahty and pnce reqwres extensive
development servlces and IS lnltially costly Thts effort IS necessary before
a tradmg company can be expected to be commeraally Vlable Efforts also
should be made to seek a collaborative rather than competitive
relaoonship Wlth other traders m the marketplace

b AID to Artisans (ATA)
AID to Artisans (ATA), a US based non-prottt orgarnzanon, managed this
highly targeted export program (1983-87) m Honduras The basiC prenuse
of thiS artisan marketing program m Honduras was to help the artlsans
penetrate export markets The goal of the program was to estabbsh an on
gomg Institution that would proVlde product development, marketing,
hscal and commerClal services to Honduras artisans, to allow them to
manufacture crafts for export

The potentlallffipact of this program was tremendous and ATA had
"come a long way m provmg that a pnvate orgamzaoon usmg a 'busmess'
approach to development can slgmficantly help a country bke Honduras
become a competitor m the export market." ATA was credited With
upgradmg artlsan skills and product qualIty, asslSbng m the design of
products to meet market demands, and workmg to set up a Honduras
organIZatIon to prOVIde on-gomg techmcal assistance and an affiliated
tradIng company The evaluatIon pomted out, however, that more than
two or even four years 15 requIred to create a stable, on-gomg and
mdependent mstituoon fully capable of providIng such ServiCes to a small
group of arosans
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Lesson Learned

As demonstrated In other Industry SpecflC, full-servIce programs,
proVldIng a complete range of product development, marketing and
management serVices, focusmg on bwldmg the local capaCIty, IS an
effective way of lffiprovmg an Industry sector's capability to export
Further, In all but the most advanced LDC econonues, thlS approach tends
to be more successful than that of provldmg lmuted servIces or more
general, all encompaSSIng export promotion programs

c The Federation of Ecuadorean Exporters (FEDEXPOR)
The purpose of thls four year program (1984-88) was to promote the non
tradlnonal agncultural-based exports of Ecuador by strengthenIng the
capaaty of eXlsnng pnvate sector orgamzanons to prOVIde support SeI'Vlces
to agrlbusmesses
The FederatlOn of Ecuadorean Exporters (FEDEXPOR) was strengthened to
expand Its role as an Intermed1ary between Ecuadorean and foreIgn
bUSInesses, and to asSISt Its members In resolvmg exportlng and
documentanon problems It also conducted lmuted polley analyses to
support lobbymg efforts to mochfy pohCles affectmg exports An
Intermedlanon offlce was estabhshed m Mlaml by the U S consulnng
company DEVRES, for the purpose of generatlng market mformanon and
Imhatlng sales of products to ldentlfied dlStnbutors m the US

The program fal1ed to ach1eve ItS goal of mcreasmg non- tradItional
agncultural exports by $63 mllhon The $10 4 mllhon program IS mstead
credIted Wlth generanng cumulanve mcremental exports of US$6 05
ml1lIon, a cumulatIve foreign exchange gam of US$5 20 millIon, and 475
new, full-nme and full- hme eqUlvalent Jobs The less than favorable
outcome was due to a number of reasons a poorly deSIgned program
concentranng on promotion and mformahon gathenng versus
developmg a non- tradlnonal agncultural export sub-sector (bUl1dmg
capaClty), the length of nme and cost reqwred to develop and change the •
attltudes of producers, the onusslon of utlhzmg the pubhc sector m the
program deSIgn, lffiplementanon and operanon, and the fal1ure to address
export Infrastructure Issues

One of the major lmutatIons of the program was the lack of asSIstance m
three technIcal areas phYSical preparatIon and presentatIon of the
products, the phYSical movement of products, and ensunng the actual
aVal1ablhty, volume and continUlty of products that were or could be
offered to external markets Sales leads generated by the MIaml-based
office could not be fllled due to a lack of follow-up and aval1ability of the
actual product There was a fal1ure to recogmze the harm to the Image and
reputahon of an exporter and a country when a product IS not delIvered
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Lesson Learned

An export development program must first ensure a country's producnve
capaaty IS sufflaent to meet new demands m order for export promohon
efforts to be effecnve A full seI'Vlce program, proVldmg techmcal
assIStance m capaaty and product development, marketmg and
management, m addItIon to promotIon, will aclueve greater success than
those programs only concentratmg on promotIon Also, greater success
can be aclueved when responsibility for export development and
promonon IS appropnately dIVided and cooperanon encouraged between
the pubhc and pnvate sector

2 Investment Attrachon Programs

a The Project Development ASSistance 1 rogram (PDAP) m the Eastern
Canbbean

PDAP, earned out from 1984 to 1989, was an expensive and margmally
successful trade and mvestment program Its goals emphasIZed the
attract10n of foreign mvestment, the Improvement of government and
pnvate sector capabilines to generate employment, the Improvement of
the well-bemg of lower mcome groups m the regIon, and the
msntutlOnahzanon of the promohon process SIXteen millIOn dollars had
been spent to estabhsh reSident adVisors on the chfferent ISlands, a
coordmatmg office m Barbados and an Investment promobon and
outreach offlce m Washmgton DC, all managed by Coopers & Lybrand
The program generated approXlII\ately 50 mvestments, net annual export
earmngs of $124 mililon, and a potennal of 4,575 Jobs m SIX countnes

There had been weak central management of the program and mvestor
search efforts had been dIffuse and unproducnve, though targetmg and
coordmanon Improved With experience (Although PDAP pnmanly
sought foreign mvestment, numerous successes were obtamed through
sub-contracts and other co-ventures m a few speafic mdustnes) Most
Importantly, the program was overly amblnous consldermg the mdustnal
capaaty and pohey enVIronment of the Eastern Canbbean Islands.
Further, exaggerated JOb targets dIverted attention away from Important
mstitunon-bwldIng and pohey reform tasks as well as questions of long
term sustamability More taIlormg to the needs of mdIVldual countnes
was reqwred and the promotion effort would have been lII\proved by
additional short-term, mdustry-speafic, techmcal asSistance, pnmarl1y to
budd capaaty Noteworthy achievements were ated m the Improvement
of the mvestment chmate, msntunon bwldIng, adVlsory assistance and
ImtIanon of regIOnal coordInatIon
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Lesson Learned

Where the business chmate IS unattracnve, generalIzed, large- scale
Investment attractlon programs will be both cost-lneffechve and hkely to
fall short of expectahons On the other hand, collaborahve venture
development can be effectlvely pursued In small, less attracnve
enVlfonments

b The Investment and Export Promohon (PIE> Program of CINDE
In Costa RJ.ca

Another large scale Investment promohon program, though one
Identlfied as much more successful than PDAP, IS the Costa RJ.can
Investment attracnon program orgamzed Wlthm the pnvate sector non
proflt msntuhon, CINDE Thls A I.D -supported program (1984-89)
operated 6 overseas offices staffed by Costa RJ.can nanonals at a cost of
shghtly under $14 IDllhon In 1987 and slgmflcantly more In 1988 and 1989
Between 1986 and 1987, the program, whIch totalled shghtly lesJ than $5
rrulhon was able to generate approxunately 10,000 Jobs assOCIated With $47
mIllion In new (mostly foreign) Investment and $33 nulhon In exports
Though ongmally charged Wlth energmng Costa RJ.ca1s export sector, by
1986 the program was focusmg solely on attrachng targeted U 5 and
European mvestors and did not attempt to develop Jomt ventures or
strengthen the mdustrlal capaCIty of domesnc frrms

The excellent bUSiness enVIronment of Costa RJ.ca was of pnmary
Importance m facilitanng mvestment flow mto the country Other cnhcal
factors for the success of the PIE program were a) estabhshment of rellable
and suffICIent funding, b) Implementanon of a step-by-step strategy and
specWc targets, c) estabhshment of overseas promonon offiCes, d) hmng of
local but bl-cultural and bilingual staff, e) development of good reporting
and hIgh-tech commumcanons system, and f) estabhshment of a flexible
and decentrahzed pnvate-sector- onented msntutlonal structure In 1987;
the program was able to orgamze 706 mdIvldual firm presentanons
leadmg to 288 mvestor VISitS to Costa Rica that resulted m 25 completed
Investments Whlle PIE has been crInCIZed for attracttng mobl1e, low-tech
Industnes pnmarlly to the export processmg zones, some backward
hnkages to local fIrms have been made, and future plans mclude
asSIstance to local busmesses In sub-contractmg and exportmg to extra
regIonal markets

Lesson Learned

When the combmahon of a relahvely attracnve Investment clImate, a
clearly focused and mghly targeted strategy, and a well-managed, we1l-
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staffed and well-funded organIZatIOn IS achteved, an Investment attractlon
program can be lughly successful and cost effectlve

c Egypt's Pnvate Sector Feaslblhty Studies Program (PSFSP)
The $5 ml1hon PSFSP was a SImple Investment attractlon program
offenng cost-shanng grants to US Investors In Egypt for detaIled feasIbility
studIes and reconnaISSance VISItS The pnmary aIm of the program (1979
88) was to provIde a nsk-reduang Incentlve to US Investors to move a
speabc program from the conceptual and feaSibility stages through to
ImplementatIon, complementIng other A I D -funded Investment
promotIon programs In Egypt After a delayed start, the program was
ImtIated m 1980 With a contract to Chase World Trade InformatIon
ServIce CorporatIon to prepare ten sectonal studIes to be used for
marketIng the program and to manage the promotIon campaigns for the
program In the U S In addItion, Chase was to develop the admimstratIve
procedures for the grants and tram the staff of the EgyptIan government's
General Authonty for Investment and Free Zones (GAFI), who were to
admimster the apphcatIon and approval process for the grants

By October, 1984,78 grant apphcatIons had been receIved, 13 feasibility
studies or reconnaissance VISItS had been completed and 3 projects were
movIng toward start-up The companIes whIch had apphed for the grants
stated that the PSFSP had a slgmfIcant Impact on therr decISIOn to consIder
Egypt However, poor management and InSuffiCIent marketIng of the
program led to an Inadequate number of approved apphcatIons Several
problems were Involved, IncludIng poor tImmg (promotIon campaigns
were conducted before the sector studIes and admlmstratIve procedures
were fImshed), poor coordInatIOn between the US Side of the program
(fIrst Chase and then the Egyptlan commerCIal attache) and GAFI staff, and
slow response tIme once an apphcatIon was received The program
should have been marketed more aggressively, appbcatIons processed
more effiCIently and better coordmated With other A I D programs such as
the US Investment PromotIon Office (USIPO) •

Lesson Learned

A hffilted interventIon, such as cost-sharmg grants, In an enVIronment of
Interest to Investors (e g offenng a large market), can prOVide a strong
incentive to Investors, but It must be aggreSSively promoted, followed up
and coordInated With other programs In order to have a slgmftcant
Impact Yet, poor management of even the SImplest program can nullify
Its potentIally slgmficant Impact

VITI (13)



(

(

vm. AID EXPERIENCE IN TRADE AND INVESTMENT PROMOTION

3 Investment, Export. and Co-Venture Promobon Programs

a The Honduras Export Development and SerVIces Program -the
FIDE Component

TIus 1984-89 program, started m 1985, supported a pnvate sector
msbtunon m Honduras, FIDE, to develop trade and mvestment lmkages,
prmClpally m manufactured products and non-trad1nonal exports
Irubally focusmg on export development, FIDE developed a US network
of large consulnng fIrms and smaller fIrms to lmk local exporters WIth the
U S FIDE also coord1nated a vanety of techmcal assIStance programs that
used volunteer orgamzanons such as IESC and other consultants to
lmprove the productiVIty of local fums and enable them to enter
mternanonal markets Over a two year penod, FIDE was cred1ted WIth
creabng 1,800 new Jobs at an eqwvalent cost of approXImately $3000 per
Job

Because of the hmlted mstalled export capaClty m Honduras, mamtammg
an overseas networ~~ usmg consultants to market exports was expensive
relanve to returns Although some success had been ach1eved WIth those
frrms where a full package of serVICes was offered (product techmcal
assistance as well as specrahzed markenng), mvestment promonon and
settlng up contracnng relanonshlps, albeit costly, held more promlsmg
long-term returns than export promonon
In 1989, FIDE re-onented Its focus to mvestment promonon, developed
Jomt outreach offices m Atlanta and New York, termmated Its
relanonshlps WIth ItS U S contractors, and embarked on a program to
bwld export-processmg zones Poslnve results such as FIDE's lmpact on
entrepreneurs "export mentallty" and the demonstranon effect of a few
fi.rms entermg the export market are hard to quantlfy and mclude m a
cost-benefi.t analysIs However, the program had slgmfJ.cant results m
bndgmg local firms Wlth US markets

Lesson Learned

Programs onented toward ServlClng domesnc fJ.rm.s' export needs may
need to develop dlfferent measures of success, other than Jobs created and
foreign exchange earned, that capture results of tasks such as capaoty
bwldmg, atbtudmal changes, estabhshmg msbtutlons capable of
provldmg long-term techrncal aSSistance, and environmental
Improvements
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b The FUSADES - PRIDEX Program m EI Salvador
Smular to FIDE, A I D supported a pnvate sector non-profit msntunon m
EI Salvador known as FUSADES (1984-89) One of Its programs was
organIZed for promonon of mvestment and the development of exports
(PRIDEX) Imnally, FUSADES contracted WIth a major US fum, Arthur
Young Internanonal, to manage the contract, develop a US network and
provIde technICal aSsIstance Arthur Young estabhshed offices m New
York and San Salvador and used two subcontractors m the U S for
outreach support Wlule the program found It extremely chfhcult to
promote EI Salvador for mvestment, more success was ach1eved m
helpmg local fIrms Improve capacnes and access foreign markets,
especially m agnbusmess and apparel related products, and m helpmg to
effect Important pohey changes The resultmg Job creation between 1985
and 1987 was apprOXImately 4,700 at a cost of about $800 per Job

In 1986, FUSADES elected to change Its networkmg approach and
estabhshed Its own offIce m MiamI In add1non, It contlnued Its strong
emphaSIS on local capacty-bwldmg and also worked WIth a vanety of
small consultmg fll'ms to help extend Its network outreach m the Umted
States The orgamzatlon has gone through several changes m
management durmg Its early stages and has carned out a number of
dIfferent expenments to develop Its own particular networkmg approach
to Investment promotion consldermg the unIqUely dIfficult pohtlcal
envuonment m EI Salvador

Lesson Learned

Even m a country such as EI Salvador that has a very entrepreneurIal
busmess commumty, envIronmental factors such as pohtlcal mstablhty
can render mvestment promotIon efforts useless More long-term
benefits are to be gamed by ServIcmg local export needs, developmg local
busmess capacty, encouragmg non-traditIonal forms for mvestment, and
usmg TI programs to 1mk the pubhc and pnvate sectors m pohey dIalogue"
Collaboratlve ventures would be the proper mterventlon m this situatlon

c The Busmess Development Center of Sn Lanka (SLBDC)
A Simllar approach bwld1ng off of a new pnvate sector lnstltutlon was
developed through the Sn Lanka Pnvate EnterprIse PromotIon Program
between 1985 and 1987 The Sn Lanka Busmess Development Center
(SLBDC) was estabhshed to Implement four major project components·
mvestor services/mvestment promotlon (both local and foreIgn,
mcludmg Jomt ventures), stimulatIon of econOmIC and bUSIness pohey
chalogue, entrepreneur development, and management development.
The program used a large mternatlonal consultmg firm, Coopers and
Lybrand, to develop Its US network actIVIty and aSSISt the Center (SLBDC)
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m developmg Its overall structure and operatIOns and to proVide serVICes
m the four major components for the local market

The program had met WIth lImIted success In Its mvestment promotIon
(less than ten Investments, mostly domestIc ones, had been made) and the
program had fallen short of expectatIons Techmcal asSIstance had been
largely under-utIhzed, pnmanly due to the poor workIng relatIonship
WIth the contractor, and lIttle effort was devoted to the polley area due to
work-load constramts and unwillmgness of the Center to get mvolved m
thIs area Too many dIverse roles were gIven to the 5LBDC, a new
mstItutlOn, and the Center should have focused on entrepreneunal,
management and techmcal servICes to 5n Lankan 5ME's, leavmg foreign
collaboratIon and polley chalogue Wlth the government to other
mstItutIons At present, the 5LBDC does not have a formal networkIng
program m the U 5 and IS mcreasmgly relYing on local consultants and
some mternatlOnal volunteer groups to prOVIde techmcal asSIstance when
appropnate

Lesson Learned

Dellvenng effectIve trade and mvestment promotIon servIces while
sImUltaneously bWldmg an mstItutIon (from basIC organIZatIonal
structures to developmg staff and leadership skills) 15 hard If not
ImpoSSIble EIther tasks should be greatly reduced, or already exiStIng
crechble orgarnzatIons should be chosen as the condwt
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