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n December 1990, we launched A.1.D.’s Partnership for Business and

Development Initiative. Since then, A.LD. increasingly has emphasized
programs that can achieve both developmental benefits for developing
countries and trade benefits for U.S. companies. The Partnership, which is
dedicated to “engaging American private sector participation in the effort to
develop and sustain free market principles and broad-based economic growth
in developing countries,” has been complemented by a wide variety of A.ID.
programs with related aims. As discussed in this seminar series, such
programs include the newly-established Center for Trade and Investment
Services, and the U.S.-Asia Environmental Partnership.

While such activities are fully complementary with long-standing A.1.D.
objectives -- namely, encouraging trade and investment and seeking
sustainable, environmentally sound development -- they also represent new
ways of achieving development objectives. The key difference, in each case, is
a concerted effort to involve the U.S. business community as an integral part
of the program.

In addition to the concrete steps that these programs represent, the response
to the seminar series “Trade and Investment Strategies for Emerging
Markets” demonstrates the fundamental change in thinking regarding
development that is underway in A.ID. During this seminar series, even
when discussion centered on “standard” A.LD. tool of development, these
tools were discussed carefully and with an eye toward creative modifications.
For instance, it was suggested that policy dialogue and reform efforts, while
recognized as positive contributions to increasing trade and attracting
investment, be supplemented in some cases by critical transactional assistance.

As ALD. must utilize a new mix of tools in its efforts to promote healthy
economies in developing countries, so too must federal agencies achieve
improved working relationships in the trade and investment arena. In today’s
competitive economic environment, the entire foreign policy community of
the United States must cooperate to level the playing field for American
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companies in developing countries, where U.S. firms often face the
coordinated efforts of other donors and the firms of their respective countries.
As it strives to incorporate and implement these principles into its activities,
A.1.D. welcomes the active participation and thoughtful input of the
numerous public agencies, private companies and other organizations that
participated in “Trade and Investment Strategies for Emerging Markets.”
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In the aftermath of the Cold War, U.S. agencies charged with developing
and implementing foreign policy face the task of altering their activities to
respond to the profound changes in the world. In confronting these changes,
our traditional focus on political-military affairs will give way to economic
affairs in terms of relative importance to America’s future security and
prosperity. In the words of Lawrence Eagleburger, then Deputy Secretary of
State, “we as a government and as a society are going to have to acknowledge
that our economic health and our ability to trade competitively on the world
market may be the single most important component of our national security
'as we move into the next century.”

As we note the growing impact of foreign trade upon the United States’
economic well-being, we should also recognize that our trading patterns are
changing. In the past fifteen years, for example, two-way trade with Asian
countries has expanded exponentially: it now accounts for $316 billion -- and
2.3 million jobs, more than any other region of the world. U.S. trade with
developing countries around the globe has increased dramatically: developing
countries now purchase one-third of all U.S. exports. Trends such as these
present new challenges -- and opportunities -- for the United States.

These global changes have provoked serious re-thinking of the fundamental
roles that U.S. government agencies should play in the political and economic
arenas. Increasingly, agencies that grapple with international issues recognize
the overlap between the two areas. For instance, in response to these new
demands, the Department of State undertook a comprehensive survey of
personnel needs (“Economic Personnel Needs to the Year 2000”). As a result
of this survey, the Department of State has begun to change the “place” of
economics in the foreign service -- heightening the stature of economics
officers, increasing their absolute numbers, and requiring all officers, whatever
their primary focus, to address economic and commercial concerns, and in
particular, to assist in efforts to promote exports of U.S. goods and services.
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The Department of State and its U.S. missions abroad have also begun to
actively forge links between U.S. businesses and countries that hold great, but
largely unheralded, opportunities for U.S. companies. For instance, the
American ambassadors to ASEAN countries recently visited a number of
cities in the United States to encourage increased commercial activity by U.S.
firms. Few Americans realize that taken together, the ASEAN countries of
Indonesia, Malaysia, Singapore, Thailand, the Philippines, and Brunei are
America’s fifth-largest trading partner.

As we enter the “information age,” U.S. agencies must work together to plan
the activities that will enhance our nation's economic security. Both in the
field and in Washington, D.C., the Department of State, the Agency for
International Development, and other agencies involved in the commercial
and economic spheres, must find ways to design and implement coordinated
programs—particularly those which use new communications technologies;
to greatly expand economic ties between our country and its trading partners.

I welcome this seminar series as an opportunity to begin this critical process.

Vbl

Kenneth Quinn

Deputy Assistant Secretary
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his seminar series, “Irade and Investment Strategies for Emerging

Markets,” aimed to highlight and confront pressing issues which the
Agency for International Development, in conjunction with other federal
agencies, will increasingly be required to address. The seminar series was
designed to promote understanding, dialogue and collaboration among such
agencies, as well as to generate ideas to link agencies’ programs with the needs
of the U.S. business community.

In fulfilling these objectives, seminar speakers, panelists and moderators were
drawn from a wide variety of U.S. government agencies as well as private
companies, their representative organizations, and other development- and
business-related entities. From the public sector, I would like to express my
sincere appreciation for the participation of representatives of the Department
of Agriculture, the Department of Commerce, the Department of State, the
Department of the Treasury, the Environmental Protection Agency, the
Office of the U.S. Trade Representative, the Council of Economic Advisors,
the Export-Import Bank, the Overseas Private Investment Corporation, the
U.S. Trade and Development Program, the Congressional Research Service,

and the U.S. House of Representatives, as well as the many participants from
within A.I.D.

This wide variety of participants reemphasizes the series’ topical importance
in light of current and planned A.LD. projects and programs. In particular,
the seminar series underscored that all A.I.D. bureaus are undertaking to link
the private sectors of developing countries and the United States in a manner
that benefits both. To give but a few examples mentioned during the series:
the Bureau for the Near East is actively involved in capital projects
development, which generates significant procurement from U.S. capital
equipment suppliers; the Bureau for Asia has developed the U.S.-Asia
Environmental Partnership, which promotes U.S. businesses’ involvement in
addressing the environmental problems of that region; and the Bureau for
Private Enterprise has expanded its business outreach efforts through, for
example, the USAID West Coast Business Outreach Program and the newly
established Center for Trade and Investment Services.
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The seminar series served as a valuable mechanism to generate additional ideas
to link the private sectors of the United States and developing countries. For
their input into this process, I wish to extend a sincere thank you to participants
from private organizations, including Business International, Dun and
Bradstreet, the Global Environment Fund, Land O’Lakes, Servus Associates,
Ltd., Taylor DeJongh, Inc., TriValley Growers, the U.S. Chamber of
Commerce, and the U.S.-ASEAN Council for Business and Technology. The
series also benefitted greatly from the participation of speakers and panelists
from the Center for Strategic and International Studies, the George
Wiashington University, the Institute for International Economics, the National
Association of State Development Agencies, and the World Bank.

The seminar series would not have happened without excellent conceptual
substance and logistical organization. In particular, I wish to congratulate Gary
Vaughan (Private Enterprise Officer, Technical Resources Division, Office of
Development Resources, Near East Bureau), Douglas Broome (Chief,
Professional Studies, Training and Staff Development Division, Office of
Human Resources Development and Management), and Raymond van Raalte
(Director, Office of Program and Financial Management, Bureau for Private
Enterprise) for their efforts in initiating, planning and implementing this
thought-provoking series. Much credit is also due to the members of the
ALD. inter-bureau steering committee for the seminar series. In addition, I
would like to thank the staff of Coopers & Lybrand, particularly Lynne
Manrique, for their assistance in the design, implementation, and
documentation of the series.

The dialogue and debate of critical issues that took place in the “Trade and
Investment Strategies for Emerging Markets” seminar series serves to
demonstrate the strong links between A.LD.’s business and development efforts
and the expansion of income and employment of U.S. companies. I look
forward to working with the U.S. private sector and other government agencies
to take some of the “next steps” suggested in this important seminar series.

/ ZMMM Y o~
Ralph Blackman
Assistant Administrator

Bureau for Private Enterprise
U.S. Agency for International Development




A4 | Phis is the time for us to change the way we think about the world and
the way we conduct our affairs at home and abroad,” begins the
Carnegic Endowment National Commission’s 1992 book, Changing Our
Ways. Much as this Commission challenges the United States to change its
thinking regarding domestic and foreign affairs in the broadest context, the
seminar series “Trade and Investment Strategies for Emerging Markets”
issued a more discrete challenge to A.LD. and other agencies involved in
foreign assistance: to change the way we think about development and the
role foreign assistance plays in promoting development. The series aimed to
question our assumptions about approaches to development, and specifically,
the role of A.LD. in promoting development. The world has changed
dramatically, and A.I.D. must also change. However, defining a new mission
for ALD. -- and other agencies -- in light of global changes has not been
easy.

The participants in this seminar wrestled with a number of the critical issues
and questions inherent in re-thinking the future role of foreign assistance.
Most people within the foreign assistance community recognize the
importance of moving beyond “basic human needs” and public sector
solutions to development projects. However, there are still considerable
differences of opinion on A.I.D.’s role in promoting private sector
development, particularly in the area of trade and investment. For:instance:

¢ Some contend that if developing countries adopt sound policies, then
the private sector will be able to take care of itself. If this is so, is there
any need for A.I.D. to promote private sector development?

¢ Many individuals have accepted that policy reform and institutional
strengthening are legitimate and important mechanisms for
promoting private sector development. But should A.L.D. also
promote specific private sector transactions, and, if so, how can it
without favoring one firm over another?
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4 Since the early 1980s, A.I.D. has provided assistance to promote
private sector growth in developing countries. More recently, A.I.D.
has sought to promote the involvement of American firms in
developing countries. Should A.I.D. develop programs that
specifically assist U.S. businesses, and if so, how can it also ensure that
both sides -- developing countries and the United States -- benefit?

L 4 Should aid and trade be considered separate matters, as they
traditionally have been considered in the U.S. foreign assistance
program? Or should we attempt to promote U.S. commercial
interests via foreign assistance, as do the other major industrialized
countries?

¢ The Business and Development Partnership Initiative calls for a
different approach to promoting development, which involves much
closer collaboration with the U.S. private sector. Does the staff of
A.LD. have the necessary skills and knowledge to carry out this
program?

These are just a few of the critical issues raised at the beginning of the
seminar series. There are clearly no “cut and dry” answers to these difficult
questions. However, the seminar series offered the participants an
opportunity to seriously consider these issues and to obtain a number of
different perspectives on new directions for the U.S. foreign assistance
program.

The series consisted of eleven separate seminars, each focusing on a different
dimension of the roles of A.LD., other agencies and the private sector in
promoting trade and investment. The following pages summarize the key
themes of the seminar series; these are issues that were raised repeatedly
throughout the seminar series, often from different perspectives. The annexes
contain a summary of the proceedings from each of the seminars, as well as a
complete list of the seminars and the panelists. |
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hroughout the seminar series, participants reflected that foreign assistance

inevitably will change as a result of the dramatic events the world has
witnessed in the past few years. In a post Cold War world, using foreign
assistance to bolster national security loses its importance. Instead, as nations
become free to concentrate their resources and energies on their economies,
rather than on their respective national securities, countries may increasingly
employ foreign assistance to achieve economic gains. In the first seminar of
the series, John Mullen, then interim administrator for A.1.D.’s Bureau for
Private Enterprise, quoted a Congressional Research Service paper as stating,
“the old competition of ‘cold warriors versus do-gooders’ may be replaced by
‘economic warriors versus do-gooders.”

However, seminar participants also considered a positive externality that
might result from this type of economic competition among developed
countries: namely, economic alliances between developed and developing
countries. The prospect of such alliances provides hints of the “shrinking”
nature of the world, a phenomenon that prompted A.I.D. Administrator
Ronald W. Roskens to call today’s world a “global neighborhood”, rather than
a “global village.” A neighborhood connotes the much tighter, more
interlocking, and mutually dependent relationships that now exist among

countries around the globe.

The relationships between the United States and developing countries
exemplify this change. For instance, whereas the United States is traditionally
thought to have strongest economic and trade ties to Europe and Japan, in
fact, fully one-third of all U.S. exports -- totalling $146.79 billion in 1991 -~
are purchased by developing countries. Using Business America's estimate that
each $1 billion in exports translates to, on average, 19,100 American jobs,
exports to developing countries alone supported over 2.8 million U.S. jobs.

Moreover, as reported in The New York Times (on May 10, 1992, p. 1), “the
United States is also increasing its share of these countries’ expanding imports
at the expense of other industrialized nations ... [and] claiming a growing
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slice of a growing pie.” Kenneth Quinn, deputy assistant secretary in the
State Department's Bureau for East Asian and Pacific Affairs, cites other
trade facts that defy common perceptions: the United States exports more to
South Korea than to France, more to Singapore than to Italy or Spain, more
to Malaysia than to all of the former Soviet Union, and more to Indonesia
than to all Eastern European countries.

These trade relationships emphasize the growing importance of developing
countries in the globalization of trade. Recognizing and understanding these
trends is important not only for the U.S. economy in general but also for
those involved in planning and implementing foreign assistance programs.
Henrietta Holsman Fore, assistant administrator for A.ILD.’s Asia Bureau,
contends that trade and investment should be thought of as necessary
development tools, because it is through trade and investment that developing
countries’ economies can become self-sustaining and integrated into the
world economy. Moreover, trade and investment provide a natural mutuality
of interests, combining the best of what both the United States and
developing countries have to offer.



In addition to the global changes discussed above, other changes affecting
the world economy also have occurred. During the 1980s, the international
system for developing trade policy has evolved from a focus on multilateral
agreements, like the General Agreement on Tariffs and Trade (GATT), to a
three-track process, including multilateral, regional and bilateral (or
unilateral) accords. This devolution of trade policy negotiation represents a
significant departure from the past, a departure that presents many unknowns
to the world trading system. In other words, the effects of regional and
bilateral trade agreements on developing countries are still unclear.

On the positive side, by creating economic and trade unions between
countries at different levels of development, regional accords decrease the
north-south dichotomy that has previously characterized trade relations. On
the other hand, it is not yet clear if regional trade agreements are building
blocks to a more open trading system (a system which is generally believed to
work to developing countries’ benefit), or if, instead, they will become
competing and closed blocks designed to protect their members from the
“outside.” For instance, the North American Free Trade Agreement
(NAFTA) is expected to encourage a more open trading system, while the
European Community agreement may place higher priority on its members’
interests than on those of the world trading system. In general, developing
countries would be harmed by a world trade regime governed by exclusive or
preferential regional agreements (although clearly the developing countries
included in these agreements could benefit at least in the short term).
Whatever the ultimate outcome of the new tiered trade policy system on
world economic interactions, in the short term such accords affect developing
countries’ abilities to attract trade and investment.

Also affecting developing countries’ abilities to attract trade and investment
are international business strategies, which in turn have been influenced by
two phenomena. The first of these is a scarcity of investment capital; this
scarcity means that potential investors discriminate more carefully between
favorable and unfavorable environments for investment. The second
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phenomenon is a changing rationale for overseas investment. No longer are
investors searching primarily for countries with low labor costs; instead, access
to markets and a skilled labor force are critical.

The way in which companies based in developed countries interact with
companies based in developing countries also has changed. Today, many
companies -- regardless of national origin -- seek to form strategic alliances
with foreign companies, rather than building overseas operations from
“scratch.” For instance, a high technology company might pair itself with a
less technologically advanced company in order to gain access to the latter's
market; simultaneously, the latter would improve its level of technology
through the alliance.

Alternatively, strategic alliances may serve to link companies that operate in
specific niches of the same broad sector, enabling this network of companies
to serve a broad range of client needs without requiring each company to
develop this capacity internally. Such alliances can be expected to emerge in,
for example, environmental services, since this is a sector characterized by
many small, niche-oriented firms. For developing countries, these alliances
offer new opportunities for trade and investment, since they operate under the
assumption that a developing country firm is responsible for producing only a
discrete component or product, rather than a full range of products. Strategic
alliances may present ways for the firms of developing countries to gain
footholds in new sectors.

The global circumstances under which trade and investment strategies are
formulated thus has changed significantly in recent years. With the
emergence of new patterns in international business strategies and in the
development of international trade policy, developing countries -- and the
assistance organizations that work with them -- must consider new ways of
attracting the trade and investment necessary for economic development.




he title of this seminar series implies an inherent and positive relationship

between trade and aid. However, this relationship has not always been
unanimously supported. Instead, it is a philosophy that has recently re-
emerged in the United States, after having receded in prominence. As a
result, while many (or even most) participants in the series believed that
business and development objectives could be intertwined successfully, no
consensus on a strategy for U.S. government agency participation --
including A.ID. participation -- was reached.

This lack of consensus -- both in the series and throughout the United States
-- stems from many years of deliberate separation of the two goals. Since the
early 1970s, A.LD., under congressional mandate, concentrated mainly on
meeting the basic human needs of the citizens of developing countries. Part
of the congressional rationale for the basic human needs focus was that such
aid is inherently less commercially-oriented; the switch to basic human needs
assistance was an explicit attempt to de-commercialize the U.S. foreign
assistance program and, by example, perhaps spur other countries to pursue
similar strategies. Most other developed countries, however, did not
disentangle development and business objectives, but instead continued to
link the two, under the philosophy that the goals are compatible. This
philosophy is exemplified in the policies of the Japanese development
assistance agencies, among others.

In recent years, fundamental changes in thinking have occurred regarding the
relationship between trade and aid -- not only within Congress but also
within the development community and A.LD. in particular. In light of
recent U.S. economic difficulties, Congress increasingly has insisted that
foreign assistance should provide benefits for the United States as well as for
developing countries. This belief is exemplified in such legislation as the
Boren, Bentsen, Byrd and Baucus bill and the more recent “Jobs Through
Exports” bill.
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As A.1.D. has become more engaged in promoting private sector
development in developing countries, Agency officials have concluded that
one important means to this end is active involvement by the U.S. private
sector. Nevertheless, A.I.D. officials have not yet resolved some issues
regarding how A.LD., as a U.S. government agency, should interact with the
U.S. business community. For instance, perhaps as a legacy of A.LLD.’s strict
procurement and competition guidelines, A.LD. officials hesitate to involve
the Agency in specific transactions. Because they do not want the Agency to
be charged with favoring some companies over others, A.LD. officials may
need to find a middle ground between transactional activities and more long-
standing activities such as policy dialogue with host country governments.

Key sectors or activities that A.I.D. might explore include agribusiness,
capital projects and the environment, all of which are areas widely believed to
encourage a fruitful combination of development and business objectives.
Given the importance of agriculture in the economies of most developing
nations, improvement of agribusiness techniques is crucial to economic
development. Since the United States is a leader in the agricultural sector,
substantial opportunities exist for promoting development of not only the
agricultural sectors of developing countries but also the overseas contacts and
experience of U.S. agribusinesses. Similarly, U.S. firms hold a technological
edge in several areas of capital projects development, including, for instance,
telecommunications, power and environmental services. Insufficient
development of these areas presents severe obstacles to private sector
development in developing countries. ,‘

Likewise, as noted by Jeffrey Leonard (president of the Global Environment
Fund) in the seminar on U.S. environmental technology, environmental
degradation increasingly is recognized as a constraint to sustained economic
development (in contrast to past conventional wisdom, prevalent especially in
some developing countries, that preservation of the environment slows
economic gains). Because the United States is a pioneer in many areas of
environmental technology and services, opportunities again exist for
developmentally, economically, and environmentally sound linkages between
U.S. environmental firms and their counterparts in developing countries.

As the discussion above implies, there are many areas in which A.I.D.
potentially could work to combine business and development objectives. The
means through which A.ID. might do so, however, have yet to be defined
exactly.



recurrent theme of the seminar series was the importance of a

developing country’s policy environment in attracting trade and
investment -- and in promoting U.S. exports to such countries. Seminar
participants stressed that in today’s economic environment, investors seek to
invest in countries that are committed to establishing or maintaining
appropriate policy frameworks for private enterprise development. In order
to attract trade and investment, developing countries must (for example) set
correct prices, liberalize financial markets, privatize state-owned enterprises,
and respect property rights (including intellectual property rights).

Because A.I.D. now strives to actively engage the U.S. private sector in
activities in developing countries, it is noteworthy that those countries that
enact policy reforms are those with which U.S. business is most likely to
interact. For example, U.S. exports to developing countries that have
undertaken structural adjustment or policy reform efforts have increased more
rapidly than exports to any other countries.

A.LD/s experience indicates that good projects cannot be implemented in a
bad policy environment; likewise, robust trade and investment cannot be
expected to occur in a bad policy environment. John Eriksson, director of
A.1D.s Center for Development Information and Evaluation (CDIE),
suggested that before designing trade and investment strategies, A.I.D. first
should ask this question: has trade policy been liberalized enough to warrant
A.LD. involvement in export and investment promotion service assistance?
Based on assessments of A.LD. projects conducted by CDIE, Eriksson
provided the following guidelines: if policies are excellent and the local
services provider industry dynamic, then A.I.D. need provide no export
services assistance; if policies are good and the service provider sector
underdeveloped, A.I.D. might consider working to stimulate links between
exporters and buyers; if policies are poor, A.1.D. should focus on trade policy
and regulatory reform, not services. Eriksson noted, however, that we have
not yet derived a definitive relationship between economic policy, institutions,
and interventions (transactional assistance). In some countries, basic
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institutions may be so thin and weak that A.ILD. may want to consider
assistance to these institutions as part of what might become a broader
approach to developing the policy frameworks of such countries.

A.1D. also has learned that assisting in establishing appropriate regulations
for a given industry plays not only the traditional and expected regulatory
role, but also a developmental role, especially in promoting private enterprise
development. Design and implementation of banking regulation, for
instance, spurs private enterprise development. This occurs because bank
supervision allows a market infrastructure to be put in place, makes the
infrastructure as transparent as possible, and permits the private sector to
function without excessively high risks or high transactions costs. Financial
sector reform, such as banking regulations, also critically influences the
availability of credit, the lack of which often impedes private sector
entrepreneurs.

According to seminar participants, appropriate policies are a crucial variable
in attracting trade and investment. Some participants noted, however, that
A.LD. may wish to consider additional means of promoting trade and
investment, such as through capital projects development, as discussed next.



fifth theme emphasized during the seminar series is the importance of a

country’s physical infrastructure in encouraging trade and investment
and in enhancing development. Several seminar participants believe that
capital projects represent an area in which development and business
objectives are particularly compatible. As discussed earlier, identifying such
areas of intersection has become increasingly important to A.LD -- and other
U.S. government agencies -- and has prompted renewed discussion of capital
projects.

A.1.D.s reexamination of capital projects, following over fifteen years of
declining involvement, is a result of two intertwined phenomena: other
donors’ capital projects activities and congressional initiatives. Since the early
1970s, when Congress determined that developing countries would be better
served by concentrating on basic human needs, the assistance agencies of
other developed countries continued to devote large proportions of their
bilateral programs to capital projects; unlike the United States, they funded
basic human needs through multilateral organizations. Foreign donors did so
with the explicit intention of simultaneously achieving business and
development objectives. They believed that capital projects not only
improved developing countries' infrastructures but also built a domestic
constituency to support foreign assistance.

Meanwhile, the United States has pursued a policy of de-commercializing
foreign aid, as exemplified by the U.S. Treasury’s leading role in the most
recent round of Organization for Economic Cooperation and Development
(OECD) negotiations on tied aid. The new rules establish limits on the
eligibility and use of tied aid credits, a mechanism often used to finance
capital projects. Because these negotiations were completed fairly recently
(October 1991), it is not yet clear if foreign donors will indeed comply with
the new rules, which would substantially affect their capital projects activities,
or if they instead will find ways to evade the regulations.

Infrastructure
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Development:
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As a result of this history of foreign donor support for capital projects and of a
growing belief in the need to link business and development objectives,
Congress has initiated several bills mandating increased A.L.D. involvement
with capital projects. A major legislative initiative in this area is the Boren,
Bentsen, Byrd and Baucus bill, which would have established a Capital
Projects Office within A.I.D. and required dramatically increased A.L.D.
funding of capital projects. It also would have mandated a strict “Buy
America” clause to ensure U.S. exports under such projects. More recently,
Congress debated the “Jobs Through Exports” bill, which, among other
provisions, would also establish a Capital Projects Office within A.I.D and
mandate increased A.1.D. funding for capital projects.

Notwithstanding foreign donors’ and some members of Congress’ confidence
in the association between infrastructure, development and donor country
exports to developing countries, evidence that clearly links the three is scarce.
While physical infrastructure seems to many to be an obvious predecessor to
economic development, few analyses have been undertaken to demonstrate
the relationship between existence of adequate infrastructure and measurable
indicators of development such as per capita income or employment.
Likewise, assessments of the export gains to donor countries that engage in
capital projects have been mixed. Some seminar participants confirmed
significant gains and others reported that the expense of such programs may
outweigh the return.

This lingering debate over capital projects was reflected in presentations and
discussions throughout the seminar series. Some speakers strongly supported
A.LD. involvement in capital projects, while others contended that A.LD.
activities such as policy reform engender greater and longer-lasting export
opportunities for the United States and more sustained economic
development for the developing countries.



hanging world circumstances and reduced availability of investment

capital have produced a situation in which investors keenly discriminate
among potential investment sites and use different criteria to make
investment decisions. Characteristics of the labor market normally play a
primary role in investment decisions. Traditionally, investors would have
been tempted to invest in countries with low wage rates. Today, however, the
skills of the labor force have become a significant variable in investment
decisions. When the average skill levels of a country's labor force fall below
that demanded by investors, training may become a prerequisite for attracting
trade and investment to that country. As experience in developing countries
has indicated and early activities in Central and Eastern Europe have
confirmed, training is also necessary to improve developing countries’
absorptive capacity for both aid and investment.

The importance of training as a requirement for investment also has emerged
recently in the United States. State development agencies are finding that, in
deciding where to build new facilities, companies are most interested in the
availability of a well-skilled labor force and/or in the availability of training
programs suited to their companies’ needs. As a result, state development
agencies now offer tailored training programs to prospective investors, rather
than traditional incentives such as tax breaks. Reflecting the growing
importance that businesses attach to the availability of skilled workers, state
development agencies also have increased the number of non company-
specific training programs that they offer or sponsor.

In addition to fulfilling developmental needs, training also was identified
throughout the series as a means of promoting long term business
opportunities for the U.S. private sector. Training acts as a precursor to U.S.-
developing country commercial interaction in that it introduces and
familiarizes developing country businesspeople with methods, services and
products used in the United States. Often, such introductions generate
enduring affinities, based on the thorough understanding, developed through
training, of a product’s or method’s range of uses.
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Seminar participants noted that training generates U.S.-developing country
‘business opportunities not only because of the familiarization just noted, but
also because a trained labor force in developing countries encourages small-
and medium-sized U.S. firms -- which ordinarily might not consider overseas
involvement -- to examine options abroad. This broadening of horizons by
U.S. small- and medium-sized companies occurs because such firms feel more
confident regarding their foreign partners' abilities when they know such
partners and their staffs possess updated skills. Highlighting the
development and commercial benefits that result from training, Martha
Cashman, vice president of Land O'Lakes, called training the “best use of
U.S. taxpayers’ dollars.”



theme that was echoed in nearly every seminar was the difficulties that

U.S. businesses face when they attempt to collaborate with government
agencies on overseas projects. It was strongly reiterated throughout the series
that U.S. government agencies need to improve their coordinating
mechanisms so that the needs of U.S. companies can be matched more
effectively with the resources and services of U.S. government agencies.
Seminar participants noted that lack of coordination among U.S. agencies
stands in stark contrast to the intense collaboration exhibited by other donors’
foreign assistance organizations, particularly those of Japan. During the
seminar on congressional perspectives, Miles Friedman, executive director of
the National Association of State Development Agencies, also emphasized
that we should “not mistake cooperation for duplication.” Developing
countries -- and U.S. businesses -- face many different trade and investment
needs, not all of which can be addressed by one agency.

As demonstrated in the seminar on information systems, government
agencies offer a variety of resources, such as the Department of Commerce’s
Trade Information Center, A.I.D.’s Center for Trade and Investment
Services, and the Department of Agriculture’s International Trade
Information Center. Often, however, U.S. companies do not know to which
agency they should turn for U.S. government resources. This is, in part,
because the range of government programs is insufficiently advertised.
Government agencies are often ill-equipped to match companies and
programs, since many federal agencies are unaware of other agencies’
resources.

Because they lack sufficient knowledge of existing government efforts, most
small- and medium-sized American firms are unable to access from different
government agencies the resources needed to fulfill the requirements of the
overseas projects in which they wish to participate. For example, a small- or
medium-sized U.S. environmental firm may not know that, in theory, it
might collaborate with the Trade and Development Program on a feasibility
study, with A.LD. for training requirements, with the Export-Import Bank
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for equipment exports, and with the Overseas Private Investment
Corporation for insurance.

In addition to sharing information about programs, seminar participants
encouraged U.S. government agencies to improve mechanisms for sharing
information about potential trade and investment opportunities. For
instance, because of its worldwide network of missions, A.I.D. often is aware
of opportunities in the field long before such information reaches the United
States. Means of relaying such information to the appropriate government
agencies, or directly to the U.S. private sector, would contribute greatly to
U.S.-developing country collaboration, to the benefit of both.



Two different financial needs were identified during the seminar series.
First, for two reasons mentioned in the series, small- and medium-sized
American firms often have difficulty obtaining finance for overseas ventures.
Specifically, after the debt crisis of the 1980s, regional and local banks are
reluctant to fund such ventures. Large, money-center banks that do
participate in overseas activities are not interested in financing smaller-scale
projects such as those in which small- and medium-sized firms typically
engage. Because of this gap in finance, many U.S. firms with the potential to
expand overseas are unable to do so. As a result, it was suggested that U.S.
agencies develop or expand financing programs that target smaller or
disadvantaged businesses.

In addition, several seminar participants identified the lack of competitive
finance as a major constraint to overseas expansion by U.S. firms. It was
noted that in some markets, particularly in Asia, other donor countries
routinely collaborate with companies based in their respective countries to
extend concessional finance and/or mixed credits. This practice bolsters the
chances that foreign firms, rather than U.S. firms, will win contracts for major
projects. Moreover, this pattern of “country-company” collaboration inhibits
U.S. firms from even preparing bids. Many U.S companies believe that the
technical merit of their proposals may be overlooked or ignored because
foreign firms present proposals accompanied by substantial government-
sponsored financial packages which reduce the cost of the project to the
developing country. Several seminar participants suggested that U.S.
government agencies collaborate more closely in providing “pieces” of
financing for given projects, i.e., in providing greater amounts of mixed credit
to U.S companies. It was noted that such financing may be especially
important should U.S. government agencies, such as A.I.D., increase funding
for capital projects.
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ohn Mullen, then interim administrator of A.1.D.’s Bureau for Private

Enterprise, introduced the series as one “designed to educate and to
stimulate thought. Maybe instead of saying that it is about aid, trade and
investment -- or about a business and development partnership initiative --
we should say it’s about changing how you think about development.”
Indeed, all of the recurrent themes cited on the preceding pages reflect the
goal of stimulating thought, for even when they revolved around a “standard”
A.LD. tool of development, such as policy dialogue or training, the themes
were discussed carefully, with frequent suggestions for modifications to
improve the tool’s adaptability to today’s assistance environment.

In the context of prevailing attitudes toward foreign assistance, trade and
investment will be a dominant force, for both developed and developing
countries. As the bipartisan Competitiveness Policy Council noted in its first
annual report to Congress, trade as a percentage of U.S. gross national
product has increased dramatically -- from 10.6% in 1960 to 24.9% in 1990.
More importantly for A.I.D., trade with developing countries also has
reached significant levels -- more than one-third of all U.S. exports (7he New
York Times, May 10, 1992, p. 1). As U.S. firms continue to conduct more
trade and investment in developing countries, A.LD. may be called upon to
revamp private sector support activities already underway in many countries.

In the future, A.ID. also will be called upon to become involved in new
regions characterized by development needs that are different from those of
traditional A.I.D.-assisted countries, but the Agency also will continue
activities which have proven successful. For instance, seminar participants
identified as critical several areas in which A.LD. possesses long-standing and
successful experience: policy dialogue with host country governments, capital
projects and training. In other areas, such as information sharing, actively
combining business and development objectives, and transactional assistance,
A.LD. has less experience but has recently begun to explore new initiatives.
As a result of these new approaches to promoting development, A.LD. will
face new human resources requirements -- perhaps in the form of private
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sector officers who can balance development and business objectives -- much
as the State Department, in the report “Economic Personnel Needs to the
Year 2000,” anticipates an augmented role for economics officers.

Notwithstanding such innovations and modifications, “translating the
dramatic, fundamental economic and political changes in the world into a
redefinition of foreign aid -- or a new mission for A.ID. -- has not been
automatic,” as stated by John Mullen in the first seminar of this series. Nor
can it be expected to be automatic. Instead, as emphasized by Administrator
Roskens in the final seminar of the series, “the willingness to confront the
difficult issues that have been dominant in this seminar series ... is the kind of
creative ferment out of which the greater strengths of our Agency become
evident.” The debate of important development issues that has occurred
throughout this seminar series should help to define A.ID.s niche in trade
and investment.
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Summary of Proceedings
"A.L.D.’s Business and Development Partnership Initiative"
February 20, 1992

The keynote speaker of this seminar was John Mullen, interim assistant administrator for
the Private Enterprise Bureau, who spoke regarding A.1.D.’s Business and Development
Partnership Initiative. John Blackton, deputy director of the Policy Directorate, and
Aaron Williams, deputy assistant administrator of the Latin America and Caribbean
Bureau, provided initial commentary on the initiative; their comments sparked additional
reaction from the audience. Gary Vaughan, private enterprise officer in the Near East
Bureau, moderated the session.

A.1.D.’s Business and Development Partnership Initiative

The dramatic global changes that have occurred recently affect all internationally-oriented
agencies, such as A.I.D., and signify that A.I.D. will have to chart a new course -- one
which will balance humanitarian, commercial and strategic interests. The Business and
Development Partnership Initiative is one element of this new course. The Partnership,
however, represents a continuation of previously-initiated changes in A.I.D., not an
abrupt departure. In the 1960s and 1970s, A.I.D. emphasized basic human needs and
support for the stability and security of friendly developing countries; in these efforts,
A.1.D.’s partner was typically the governments of developing countries. In the early
1980s, A.L.D.’s focus shifted toward developing countries’ private sectors, which
increasingly became A.I.D.’s partners. More recently, as encapsulated in the Business
and Development Partnership, A.I.D. has endeavored to involve both the U.S. private
sector and developing countries’ private sectors, thereby widening its circle of partners.

The Business and Development Partnership Initiative attempts to galvanize resources
beyond foreign assistance, which in the future is not expected to meet the developing
countries’ needs for capital and infrastructure. The initiative intends to do so by linking
assistance efforts with what for the United States has proved to be an unparalleled engine
for growth -- namely, the U.S. private sector. In addition to the American private
sector’s expertise and resources, A.I.D. will contribute its own considerable financial
resources and the advantages of a strong field presence. So far, the partnership has
identified financial services as a key area for developing country-U.S. business
collaboration; has begun to develop a Capital Projects Initiative, which will use
innovative mechanisms to involve U.S. businesses in the process of strengthening
developing countries’ infrastructures; and has established the Center for Trade and
Investment Services. However, A.L.D. recognizes the need to conduct not only these
"downstream" activities (as Mullen referred to them) but also "upstream" activities such
as policy dialogue.



The Business and Development Partnership Initiative represents a change in thinking
regarding appropriate mechanisms for achieving development and growth. As such, it
provides a logical introduction to this seminar series, which has the overall objective of
changing thinking regarding development and financing development.

Issues Regarding the Partnership

Because the U.S. Business and Development Partnership represents a new way of
thinking about development, it raises a number of issues that are still being debated. The
central issues include:

The contention that if a government sets the "right" policies, the private sector
will take care of itself, thereby eliminating any need for development
organizations to be involved in private sector development.

The recognition that setting the appropriate enabling environment is necessary,
but perhaps not sufficient to ensure spontaneous private sector development. This
implies that the appropriate role of development agencies is somewhat more than
policy dialogue but somewhat less than involvement with specific transactions.
Related to this involvement in transactions is the issue of how A.1.D., as what
Blackton termed "a relatively weak agency in Washington," can enforce the use
of development criteria in deciding whether or not to become involved with
specific transactions, particularly those in which other federal agencies, such as
the Department of Commerce and State, might be interested. One suggestion to
fulfill this "middle" option was that A.I.D. could provide information regarding
prospective deals or projects.

The conflict that may arise if A.I.D. becomes involved in specific transactions.
A.L.D. may, for example, help establish an export processing zone in a given
country, but officers may feel uneasy helping a U.S. business enter that export
processing zone. This conflict reflects the "newness" of A.I.D.’s involvement in
specific transactions with the U.S. private sector.

The dilemmas presented by renewed A.L.D. involvement with capital projects.
In particular, A.L.D. does not have the resources to conduct capital projects as it
did in the past and, indeed, today would not want to finance capital projects from
feasibility studies to construction and maintenance. However, because A.I.D.’s
future role in capital projects will be one of a partial financier, A.I.D. will need
to determine how to achieve developmental objectives through capital projects
when it will not have complete control over project design, implementation and
management.



® The difficulties A.I.D. may experience in finding, and subsequently working
with, real and credible private sector partners, a task which will be necessary for
all projects, whether capital projects or other types. Since A.I.D. has had little
experience in working with the U.S. private sector, its ability to do so will be
tested.

® The staff resources that A.I.D. will need in order to successfully implement the
Business and Development Partnership Initiative. This initiative requires a
different set of skills and knowledge from other A.I.D. programs. Consequently,
A.L.D. will need to focus on recruiting and training individuals with appropriate
qualifications and to sharpen awareness among A.LD. senior staff of these
different personnel needs.

Many other issues also arose. For instance, along with its revised thinking regarding
project partners, A.I.D. was encouraged to consider operating in other countries.
Williams mentioned two reasons why A.I.D. might wish to consider increased activities
in relatively more advanced developing countries: (1) because the growth of such
countries may contribute to their poorer neighbors’ growth, both directly (through
exports and trade) and indirectly (as a model of success); and (2) because such countries,
as they grow, are likely to increase their trade with and imports from the United States.
Concern also was expressed that A.I.D. needs to develop mechanisms to ensure that its
funds are not just contributing to an improved "bottom line" for private companies, i.e.,
that A.L.D. is not subsidizing U.S. firms. In working with the U.S. private sector,
A.LD. will have to operate carefully, to avoid appearing to favor certain companies or
sectors over others. Finally, the issue of competition from other developed countries was
discussed, particularly those countries that provide concessional financing in order to
assist their corporations. Because the Agency generally refrains from such financing,
questions were raised regarding A.I.D.’s ability to intervene positively on behalf of U.S.
firms in markets "spoiled" by other donors’ concessional finance.






Summary of Proceedings
"Trade Policy and Developing Countries"
March 5, 1992

"Trade Policy and Developing Countries" featured three distinguished speakers,
Ambassador Ernest Preeg, Donald Abelson and James Fox. Ambassador Preeg is
William M. Scholl Chair in International Business at the Center for Strategic and
International Studies; Abelson is deputy assistant U.S. Trade Representative for Latin
America, the Caribbean and Africa at the Office of the U.S. Trade Representative; and
James Fox is chief economist for A.I.D.’s Private Enterprise Bureau. Michael Unger,
chief financial economist in A.L.D.’s Private Enterprise Bureau, moderated the seminar.

Each speaker focused on a different aspect of trade policy: Ambassador Preeg detailed
recent trends in how trade policy is formed, Abelson described how U.S. trade policy
is formulated and the recent history of such policy, and Fox spoke more broadly
regarding current issues in trade between developing and developed countries.

Trends in Trade Policy Formulation

The international system for development of trade policy evolved during the 1980’s from
a focus on multilateral agreements (such as the General Agreement on Tariffs and Trade,
or GATT) to a three-track system, including multilateral, regional and bilateral
agreements. The major question regarding this evolution is whether the three tracks tend
toward converging or conflicting outcomes for the international trade system.

Major multilateral negotiations take place under the auspices of the GATT, of which the
Uruguay Round (the preparatory phase for which began in 1981) is the most recent
forum. One objective of the Uruguay Round is to more fully integrate developing
countries into the GATT system. As a result, the Uruguay Round has dealt with a
number of issues of particular relevance to developing countries, namely, services,
intellectual property rights, tariffs, Article 18B (which allows developing countries to
apply selective trade restrictions for balance of payments reasons), agriculture, textiles
and special and differential treatment. The most progress has been made regarding
services and intellectual property rights, despite initial developing country reluctance to
address these areas, while progress on the other issues has been mixed or unclear.

The emergence of regional (rather than multilateral) free trade agreements, such as the
North American Free Trade Agreement (NAFTA) and the European Community, has
both positive and negative implications for the world trading system. On the positive
side, regional agreements help to alleviate the North-South dichotomy that traditionally
has characterized trade relations and also leads to a reduction in special and differential
treatment for individual nations. On the negative side, it is not clear if regional trading



agreements are building blocks to a more open trading system, or if, instead, they will
become competing and closed blocks designed to protect their members from the
"outside."

The trend toward bilateral (sometimes called unilateral) agreements is very recent. For
the United States, these agreements have been completed or initiated with Japan and
developing countries, under Section 301 of the Trade Act. For some countries (such as
various Asian nations), this trend is alarming, because it appears to "induce pressure by
the dominant U.S. economic power," in the words of Ambassador Preeg.

How will the evolution to a three-track system affect global trade relations? According
to Ambassador Preeg, in general, this system will lead to greater convergence between
the interests of the North and South and to greater agreement on trade issues between
advanced and developing countries. U.S. agreements (such as NAFTA) are expected to
encourage a more open trading system, while other regional agreements (the European
Community agreement in particular) will give higher priority to regional economic
interests.

Formulation and Recent History of U.S. Trade Policy

A fundamental U.S. trade policy issue of recent years has been the need to design an
encouraging U.S. response to the dramatic economic and trade liberalization undertaken
by Latin American governments. Designing this response has taken place within the
usual framework and philosophy of U.S. trade policy formulation and against the
backdrop of recent U.S. history regarding trade agreements.

This framework includes two regulatory and consultative mechanisms. U.S. trade policy
is formulated under the direction of two bodies -- an interagency group (headed by the
Office of the U.S. Trade Representative) and Congress. Consisting of representatives
of groups and organizations such as industry, labor, the Food and Drug Administration,
Environmental Protection Agency, and Departments of Treasury and Commerce, the
interagency group strives to achieve a consensus among relevant and interested parties
regarding the cornerstones of U.S. trade policy. Congress, through the Senate Finance
Committee and the House Ways and Means Committee, also assumes a key role in trade
policy. Specifically, Congress grants the U.S. Trade Representative (USTR) the
authority to negotiate reductions in tariffs as well as trade agreements, including the
USTR’s ability to negotiate under such mechanisms as the "fast track" process, with the
assumption that the USTR will consult with Congress throughout its negotiations.

The trade policy framework operates with two underlying principles. The first principle,
the basic purpose of U.S. trade policy, is to solidify and link to U.S. interests the
positive changes in trade policy made by other countries; the second is the recognition
that the goal of developing countries is access to U.S. markets -- a goal which in certain
sectors may abrade U.S. sensitivities and affect existing U.S. tariffs.
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Recently, the USTR has negotiated three trade agreements based primarily on regional
and economic grounds. However, the first (an agreement with Israel) appeared to
Abelson neither regional nor economic, and therefore was not described in the seminar.
The second, the U.S.-Canada free trade agreement, was both regional and economic and
was motivated by the large volume of trade enjoyed by the two countries (approximately
$2 billion each year). Finally, another regional (but, according to Abelson, perhaps not
economically-motivated) agreement, NAFTA, is being negotiated. Upon signing,
NAFTA will be "precedential" (in the words of Abelson) and will set a framework for
future trade discussions and negotiations. NAFTA'’s unique element is the "meeting of
the minds" that exists between U.S. and Mexican negotiators. This broad and profound
agreement regarding the foundations of trade policy emphasizes a U.S. requirement for
trade talks: that U.S. partners in trade agreements "think the same way" regarding trade
issues as U.S. policy-makers, so that no uncertainty of purpose exists on either side.

Since the NAFTA negotiations began, Abelson reported, there has been speculation by
other countries that soon the U.S. would lead the way in developing a free trade zone for
the Western hemisphere, in particular because the NAFTA negotiations have piqued the
interest of other Latin American countries in developing a broader, hemispheric
agreement. This speculation and interest is not entirely unwarranted, but a broader
agreement would take years to effect, especially since such countries must realize that
a free trade agreement with the United States is not a preferential agreement and that
such agreements occur only after the United States is convinced that its partner has a real
and enduring commitment to free trade. The outlines of a broader agreement such as a
Western hemisphere trade zone are still ill-defined. However, in working towards such
an agreement, the United States has developed the Enterprise for the Americas initiative,
which is anticipated to lay a sound foundation for free trade in the region. This strategy
for the Western hemisphere involves three pillars: debt, multilateral investment fund
(which totals $1.3 billion over five years), and trade and investment, The United States
will also continue routine, on-going discussions with all countries in the Western
hemisphere (except Haiti, Guyana and Suriname) in order to raise and resolve
outstanding issues, as well as to develop the sort of "meeting of the minds" that exists
with such countries as Mexico.

Current Issues in Trade Policy

Protectionism, the requirements for successful export-led economies, and U.S. interests
regarding less developed countries’ exports were the three key trade policy issues that
Fox discussed at this seminar. A.L.D.’s potential policy in light of these issues was
subsequently outlined. The conventional wisdom regarding developed country
protectionism is that it has increased and is continuing to increase. Certain facts,
however, indicate that the conventional wisdom is false. For example, between 1965 and
1980, Organization for Economic Cooperation and Development (OECD) member



country imports from developing countries increased 15-fold; imports of apparel --
usually considered an area which developed countries protect vigorously -- increased 100
times.

Despite such weaknesses. in the protectionist argument, developed country protectionism
has been cited by some as the primary obstacle to developing country exports. However,
given the flaws in the protectionist rationale, as well as independent evidence, it now
appears that the primary prerequisites to a successful export-led economy are appropriate
policies (including macroeconomic, monetary, legal and administrative policies) and
adequate infrastructure (including telecommunications and transport systems). India,
which led protests against what it perceived as protectionism by developed countries, was
used as an example of the flaws of protectionist rationale; specifically, while India
protested against what it termed developed-country protectionism, other Asian countries
took steps to increase their exports. As a result (whether such protectionism did or did
not exist in fact), in terms of export growth, other Asian countries far out-distanced India
during 1965-80, despite having started at comparable levels.

The final issue, U.S. interests regarding developing countries’ exports, reflected the idea
that competitiveness is a dynamic concept and the important criterion is not current
activities, but the ability and potential to adapt to other activities in the future. In light
of this idea, possible A.L.D. policies include promoting technological changes that
increase productivity in general (not just the productivity related to production of certain
goods) and increasing U.S.-developing country linkages, because increased linkages
precipitate increased productivity. Also shaping A.I.D.’s role is the previously
mentioned idea that the United States needs partners who speak the same economic
language and that A.I.D. policy dialogue efforts (and the economic support funds that
often accompany them) should be focused on such partners and countries. The
effectiveness of such policy dialogue efforts (and the Economic Support Funds that often
accompany it) was, however, a subject of debate. Ambassador Preeg noted that he
favored project assistance over cash transfers for policy reform, because he believed that
the former was a better mechanism (and one favored by other donors for their own
exports) for promoting U.S. exports to developing countries. By contrast, Fox used
Costa Rica and Egypt to illustrate the benefits of policy dialogue in terms of promoting
growth in developing countries and in terms of its effects on such countries’ imports
from the United States. Specifically, Fox contended that policy dialogue assistance to
Costa Rica and other Central American countries may result in more imports from the
United States over a more sustained time frame than does the extensive project assistance
that Egypt receives.



Summary of Proceedings
"Recent Trends in U.S. Trade and Investment
in Emerging Markets"
March 19, 1992

This seminar had three objectives: to review recent trends in trade and investment in
emerging markets; to relate these trends to global business strategies for the 1990’s; and
to highlight program implications for A.I.D. and the State Department. Kenneth Quinn,
deputy assistant secretary for the State Department’s Bureau for East Asian and Pacific
Affairs, opened the seminar. Fariborz Ghadar, professor of international business at the
George Washington University, offered the keynote presentation. William Archey of the
U.S. Chamber of Commerce, Ralph Moore of the State Department’s Bureau of East
Asian and Pacific Affairs, and Jeffrey Schott of the Institute for International Economics
commented on the opening and presentation.

Recent Trends

A changing rationale for investing overseas as well as the smaller amount of available
investment capital have affected recent trends in trade and investment with emerging
markets. In the 1970’s capital flows were driven largely by the cost of labor; those
countries with lower labor costs attracted greater investment. Today, access to markets
is the primary motivation for overseas investment; access to a skilled labor pool is also
. an important factor. Moreover, investment capital is more scarce than previously,
resulting in investors that discriminate more carefully between favorable and unfavorable
environments for investment. For instance, after the demise of communism in Eastern
Europe, U.S. investors flocked to these countries in search of investment opportunities,
but few deals were closed because the environment for investment was deemed uncertain
at best and unfavorable at worst. By contrast, many Latin American countries exhibit
characteristics that are important to today’s investors: serious commitment to political
and economic reform; substantial investment in infrastructure; enthusiastic response to
developed country initiatives (namely, the Enterprise for the Americas initiative); and a
positive view of agreements like NAFTA (which may prove a pre-cursor to a wider,
hemispheric agreement). However, with respect to either Eastern Europe or Latin
America, the key to attracting developed countries’ investment is the policies of less
developed countries; if such policies do not favor a free market economic system, then
these countries will find that investment is not directed their way.

Recent trends indicate that Asia and Southeast Asia have become, for the United States,
much more attractive places in which to invest and with which to trade. Trade with Asia
has expanded exponentially in the past fifteen years. For instance in 1966-67,
U.S.-Asian two-way trade totalled $11 billion and was responsible for 97,000 American
jobs; today, these numbers had increased to $316 billion in trade and 2.3 million jobs.
U.S. trade with the ASEAN countries (Indonesia, Malaysia, Singapore, Thailand, the



Philippines and Brunei) approximately equals U.S.-German trade, and makes ASEAN
the third or fourth largest trading partner of the U.S. Reasons why Asia has become
more attractive to U.S. businesses include the facts that English has become the language
of business in Asia, communications systems have improved, and inter-continental and
inter-Asian transportation has expanded. Nevertheless, many American companies are
unaware of these changes.

Global Business Strategies for the 1990s

A company’s response to recent trends in investment opportunities in developing
countries and its means of investing and trading with developing countries depends on
the level of technology used in producing its products. Summarizing the various levels
of technology, the International Product Life Cycle is defined as having three phases:
I -- High Technology; II -- Growth and Internationalization; and III -- Maturing. The
company’s level of technology in turn influences what type of company it is (e.g., high
technology companies tend to have a more informal corporate culture and a less global
outlook, while companies in Phase II of the International Product Life Cycle tend to have
more formal corporate cultures and greater multinational experience). In recent years,
companies in both developing and developed countries increasingly have strived to forge
links with companies in different stages of the product life cycle, and, as importantly,
with companies that have different levels of international experience and, consequently,
cultural sensitivity. '

Three phenomena have precipitated these linkages: the rapid speed at which products
now move through the project life cycle; fluctuations in currency; and the need to have
easy access to markets. Furthermore, these linkages, or strategic alliances, have been
encouraged by a confluence of interests. Specifically, less developed countries realize
they are at a technological disadvantage and see alliances as a means to improve their
technological stage and abilities, while developed countries (which have reached a high
level of technology) desire new markets. Much of the burden for attracting investment
and trade, however, rests with the less developed countries. For instance, in order to
gain linkages with the companies of developed countries, less developed countries must
respect property rights (including intellectual property rights), set correct prices (e.g.,
for exchange rates and interest rates), liberalize financial markets, privatize state-owned
corporations and clearly define their comparative advantages.

Program Implications for A.1.D. and the State Department

The program implications of recent trends in trade and investment with emerging markets
varies depending upon the region under discussion. For instance, the U.S. conducts
three times more trade with East Asia than it does with Latin America and exports more
to East Asia than it does to either Europe or Latin America. Nevertheless, U.S.
investment in East Asia lags far behind similar investment in Europe. As a result, the
State Department has embarked upon efforts to raise the consciousness of U.S. small-
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and medium-sized businesses regarding potential investment opportunities in East Asia,
and has endeavored to develop framework agreements with various Asian countries in
order to facilitate their efforts to set and maintain appropriate policy environments.
Depending on the region and country, similar efforts could be developed elsewhere,
particularly A.I.D. technical assistance to help countries that are endeavoring to develop
and maintain sound economic policy and assistance to facilitate technology transfer.

Moreover, A.L.D., the Department of State and the Department of Commerce need to
work together to eliminate the confusion that U.S. companies often experience when they
attempt to determine which U.S. government agency is the appropriate contact in their
efforts to expand their business overseas. U.S. government agencies also should
collaborate in the financing of projects; in particular, A.I.D. and the Export-Import Bank
could work together to provide mixed credits in key areas such as capital projects.
Assistance to small and disadvantaged American businesses was also emphasized. These
companies often experience difficulty in obtaining export finance, because such funds are
typically available only from large, money-center banks (which tend to provide finance
primarily for large, blue-chip firms).

The U.S. also faces domestic policy issues. Specifically, the U.S. needs to examine its
own economic policies for trade and investment, especially because exports to less
developed countries are extremely important to U.S. economic growth. The U.S. will
also need to consider carefully the current debate over the need for an industrial policy;
whether such a policy is or is not adopted per se, however, the U.S. needs to begin to
develop a competitiveness strategy, which includes such actions as removing disincentives
to exports. The U.S. should also think of trade agreements as insurance policies: such
agreements not only help to establish and maintain appropriate economic policies in less
developed countries but also keep U.S. markets open and free from protectionism.

Relationship of These Trends to Other Countries

The message relayed by recent trends in U.S. trade and investment is that U.S.
companies have become increasingly selective about the countries in which they invest
-- and that those countries which do not provide an appropriate and conducive policy
environment will not reap the benefits of trade and investment with U.S. companies.
This message is particularly important and serious for African countries.
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Summary of Proceedings
"Financial Systems Reform in Post-Communist Economies"
April 2, 1992

This seminar’s keynote speaker was Andrew Sheng, chief of the Financial Policy and
Systems Division of the World Bank, who spoke about the legacy of the socialist
financial system. Sheng was followed by panelists Witold Sulimirski and Catherine
Mann (president of Servus Associates, Ltd., and senior economist with the Council of
Economic Advisors, respectively), who commented on the constraints the financial
system imposes on nascent entrepreneurs and on the place of the financial system in the
reform process, respectively. Scott Thomas, an economist with A.I.D.’s Europe Bureau,
acted as moderator.

The Legacy of the Socialist Financial System

Despite the rapidity of changes in Central and Eastern Europe and the former USSR,
these countries today are not yet full-fledged market economies.  Within the
post-communist economies, changes in financial systems have been wrought less quickly
than other economic reforms. The socialist financial system -- a "troika" -- complicates
such reform. Under the troika, the financial system operated as follows: the government
budget financed enterprises, banks lent to enterprises with no expectations of credit losses
since these were state-owned, and enterprises paid taxes to the government from gross
revenue, not profits. Because these three elements (government, banks and enterprises)
are so intertwined, changes in one significantly affect the others. Thus, when countries
liberalize and decentralize their economies, government revenues decrease as enterprises
try to minimize their tax bill. In the liberalization phase, the government passes the
burden of financing enterprises to banks; when revenues decrease as a result of
liberalization, the losses of the banks increase rapidly. The weakened budget and banks
prompt the loss of monetary control and eventual hyper-inflation. High inflation persists
as long as banks continue to finance loss-making enterprises; such financing is difficult
to stop because in a situation of fluctuating prices and bad accounting, distinguishing
profitable from unprofitable enterprises is almost guesswork.

Within these circumstances, then, three problems emerge: how to weed loss-making

enterprises out of the banking system; how to finance the growing, incipient private
sector without financing additional loss-makers; and how to finance privatization. In
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addressing these problems, however, it should be noted that the current situations in
Central and Eastern Europe and the Commonwealth of Independent States (CIS)! are
very different.

These banking systems began similarly -- with a "monobank," i.e., one bank that fulfilled
all banking functions, from acting as a central bank to a savings bank and lending bank.
In the 1950s and 1960s, the socialist banking system changed, giving rise to a number
of more specialized banks such as banks for household savings, foreign trade,
construction and agriculture. In the 1980s, the banking systems of a number of countries
(such as Hungary) further evolved into a two-tier system, in which a national bank split
into a number of commercial banks and in which investment banks were created;
sometimes foreign or multinational banks were allowed to participate in joint ventures.

The major problems of the specialized banks created in the 1950s and 1960s are that they
are geographically concentrated, are owned by enterprises that lend to themselves, are
tied to the Ministry of Finance or the national (central) bank, have no credit culture, and
operate using an inadequate accounting system. As a result, bankers have no means of
judging loans, and have no practice in doing so.

As mentioned above, the legacy of state-owned banks in Central and Eastern Europe and
the CIS is very different. In post-communist Central and Eastern Europe, the banking
system has remained fairly concentrated. For instance, in Hungary, four state-owned
banks account for 65% of the assets of the banking system; in Poland, nine regional
banks essentially comprise the financial system. By contrast, in the CIS the banking
system has fragmented: the former State Bank has been replaced by roughly 2,000
individual banks. The Russian Republic alone probably has 1,500 to 1,800 banks, while
the Baltic Republics may have approximately 40 banks each. Many of these "wildcat"
banks, which tend to attract deposits from enterprises and lend without credit discipline,
can be expected to experience significant losses in the future. Such losses should not
greatly affect household savings, however, since these savings have tended to stay with
the state savings banks.

Given this situation, what should be the response of the Western donor community and
private sector? First, it must be recognized that the financial system cannot be
transformed overnight. Even developed countries with strong market traditions have
banking problems; Central and Eastern Europe and the CIS inevitably will experience
great problems due to a total shortage of bankers and bank supervisors. It also should
be recognized that in post-communist economies, bank regulation plays not only its
traditional regulatory role but also (and perhaps more importantly) a developmental role.
Bank supervision has the objectives of putting market infrastructure in place, making the

\

!Speakers and panelists at the seminar "Financial Systems Reform in Post-Communist Economies" used
this term, the CIS, rather than the terms former Soviet Union or Newly Independent States (NIS).
Accordingly, the first term, the CIS, is used in the summary of proceedings for this seminar,
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infrastructure as transparent as possible, and permitting the private sector to function
without high risks and high transactions costs. As these economies attempt financial
sector reform, leaders will have to thwart tendencies to use reform to (re)establish state
control. Although many of the new policy-makers in Central and Eastern Europe and
the CIS are young, committed reformers, many of the policy-implementors are from the
"old school." Moreover, it appears that some of the former nomenklatura have
discovered that regulation can be used as a guise for control of capital. As a result, the
leaders of financial systems reform face conflicts not only with the market but also with
the bureaucracy.

The Banking System’s Effect on Entrepreneurs

Change in Central and Eastern Europe will be wrought primarily by the people who live
there, because the problems in those countries are so large that they only can be attacked
in small pieces at the grassroots level. While non-Eastern Europeans aid donors may
have expertise and interest that would contribute to the transition, donors generally
operate from too great a distance and without sufficient follow-through. Consequently,
indigenous entrepreneurs will fundamentally enact the transformation of Central and
Eastern European economies. It has already been demonstrated that these entrepreneurs
will work around ineffective governments (as they did under the communist system).
Available statistics regarding the emerging private sector confirm that this sector leads
the economies in terms of growth of production and job creation. (In fact, such statistics
probably underestimate the extent of private sector growth, both because data collection
procedures are flawed and because the private sector does not want to be measured -- and
therefore taxed.)

A critical challenge for those interested in assisting Central and Eastern Europe’s
transition, then, is how to assist its entrepreneurs. Since one of the major constraints
facing these entrepreneurs is inadequate access to credit, financial sector reform is
crucial. However, privatizing state banks may not solve the problems of the financial
system, because the bad debt of the state-owned banks will hamper resources to the
newly-privatized banks. Two solutions to this situation are spinning off bad loans to a
government corporation (like the U.S. Resolution Trust Corporation) and converting
loans into equity (although banks often will not be able to afford to take equity positions).

Given these dilemmas -- that indigenous entrepreneurs (not foreign nationals) must lead
the private sectors of their countries but that these entrepreneurs face significant
constraints because of the present financial system -- what should be the role of the
Western assistance agencies and private sectors? Five areas of intervention were
suggested: twinning technical assistance from Western banks to Eastern European banks
(in order to revise the latter’s operations and procedures); developing export financing
programs (particularly pre-export finance); developing construction finance facilities;
installing mechanisms to encourage the return of flight capital or capital that is not in the
formal banking system; and developing programs to increase Central and Eastern
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Europe’s absorptive capacity for capital (in particular, to increase its ability to identify
and present investment opportunities). Technical assistance that has proven successful
in the past should be pursued; examples of such assistance include the one-on-one
assignment of U.S. private business personnel to companies in Central and Eastern
Europe’s and the CIS’ emerging private sectors and the business incubator approach (in
which linkages are established through such means as "storefront" operations that offer
photocopying, telephones and fax machines so that new businesses can contact other
private operations, both within and outside the country, and arrange deals either to supply
or purchase goods). One possible mechanism to encourage people to return foreign
exchange to the domestic banking system, from abroad or from "under the mattress," are
offering high interest rates as incentives. Monetary reform also achieves the same result,
but it does so by making people so poor that they are forced to use their hidden foreign
exchange. :

The Financial System’s Place in the Reform Process

Because of its roles in allocating credit to enterprises and acting as a conduit for
monetary policy, the financial system is at the center of the reform process’ two key
components (i.e., stabilization and structural adjustment). The financial system has both
forward and backward linkages. Some of the forward linkages include: development of
the small and medium enterprise sector (since these enterprises cannot be financed solely
through the entrepreneurs’ savings); growth of trade; restructuring and privatization of
large enterprises (since such events can only occur with adequate available resources);
mobilization of savings (through positive real interest rates); and encouragement of
investment (by acting as a conduit). Some of the financial system’s backward linkages
are with: the legal system (which must honor contracts, property rights, etc.); the
accounting system (which must transparently reveal a corporation’s value); price
liberalization; fiscal budget discipline; and separation of the central and commercial
banks.

In general, the banking systems of developing countries, including the emerging markets
of Central and Eastern Europe and the CIS, face a number of constraints. These
constraints include an unreliable payment system, the existence of geographical and
industry concentration risks, and the lack of a business ethos (i.e., often developing
country banks do not think of themselves as profit-making institutions). Particular issues
facing Central and Eastern Europe and the CIS include the facts that trade problems are
massive and that severe international payments difficulties may ensue (external resource
constraints).

Other Issues
Other issues, such as the sequence of reforms and the appropriate role of state-owned

banks in financing the emerging private sector, also arose. When the question of proper
sequencing of reforms was raised, it was noted that Central and Eastern Europe and the
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CIS must be expected to "muddle through" to a certain extent. Because reform cannot
be enacted overnight, these countries will undergo a (perhaps lengthy) learning process.
During this learning process, the most important issue will be establishing an adequate
framework for a financial system that can respond to the emerging private sector. The
foundations of this framework are a proper accounting system and clear, enforceable
banking legislation.

Opinions differed regarding the appropriate role of state-owned banks. While this view
of the state-owned banks was not unanimously supported, it was noted by one participant
that these banks should not be required to lend to the emerging private sector, because
these banks are still the depository of the household savings of risk-averse citizens. If
state-owned banks lend to the private sector, these risk-averse people are left with no
place to deposit their savings in the formal banking system. Instead of forcing these
savings back "under the mattresses” there should be a clear delineation between
household savings banks (where risk is minimal and return is minimal) and venture
capital funds (where the potential risks and returns are high). Another way to ensure that
risk-averse people keep their savings in the formal banking system -- whether the banks
lend to the private sector or not -- is to develop a deposit insurance scheme, such as the
Federal Deposit Insurance Corporation.
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Summary of Proceedings
"U.S. Environmental Technology in Emerging Markets"
April 16, 1992

This seminar featured two speakers (Robert Driscoll and Jeffrey Leonard), two
commentators (Lewis Reade and Janet McAlpine) and a moderator (Bruce Larson).
Driscoll, of the U.S.-ASEAN Council for Business and Technology, focused primarily
on the opportunities and constraints to the involvement of U.S. firms in environmental
activities in Asia. Leonard, of the Global Environment Fund, outlined the environmental
market, industry dynamics, key areas of opportunities, and suggestions for U.S.
assistance. McAlpine, of the Environmental Protection Agency (EPA), commented on
the relationship between the environment and trade policy. Reade, of A.I.D.’s U.S.-Asia
Environmental Partnership, provided information regarding an existing A.1.D. assistance
effort. Larson, of Winrock International, moderated the session.

The Environment and Trade Policy

The greater global prominence of environmental issues has prompted increased discussion
and sometimes disagreement over what constitutes an environmental policy versus a trade
policy. McAlpine noted that the intersection, and potential friction, between the two was
not widely acknowledged in the United States until the U.S. Trade Representative began
negotiations for the proposed North American Free Trade Agreement (NAFTA); the
prospect of NAFTA brought to the forefront the debate on environmental versus trade
policy. Following the commencement of NAFTA negotiations, the EPA was called
upon to examine Mexican environmental laws and regulations. EPA has since developed
a Trade and Environment Committee, which is dedicated to analyzing the intersection
between the two issues. The future can be expected to produce many instances in which
one country’s environmental policy is labeled by another country as a trade barrier in
disguise. Recent examples of such disputes include a U.S.-Canada disagreement over
lobsters and a Denmark-E.C. conflict over a Danish bottle recycling program.

The Relationship between the Environment and Development

As with the relationship between environmental and trade policy, disagreements exist
regarding the relationship between the environment and economic development. Jeffrey
Leonard’s central premise was that environmental degradation constrains sustained
economic development, in contrast to the conventional wisdom (prevalent especially in
some developing countries) that preserving the environment slows economic gains.
Examples that support the former premise can be taken from regions as diverse as
Eastern Europe, Latin America and Asia. For instance, in some Eastern European
countries, industry has been constrained because water is so polluted and so corrosive
that it erodes vital equipment; in Latin America, specifically Sao Paolo, Brazil,
improvements in such indices as infant mortality have been reversed as ground water has
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become contaminated; and in Jakarta, Indonesia, heavy metal pollution in Jakarta Bay
has raised concerns regarding the future of the fishing industry. Situations such as these
have produced greater public awareness of and support for environmental preservation
(as exemplified by the proliferation of environmental non-governmental organizations),
an idea also forwarded by Driscoll. Both speakers suggested that this phenomenon
presents an opportunity for U.S. business, particularly for small, innovative American
businesses, as discussed below.

The Environment and U.S. Business

This focus on the environment presents opportunities for U.S. business, opportunities
which should be addressed now rather than when the market is mature. As Driscoll
noted, governments currently are deciding environmental agendas and setting standards
for new, cleaner industry. As in other areas of capital projects development, firms or
countries which assist in setting environmental standards and choosing technologies will
have an advantage in subsequently providing services and equipment, since it is difficult
and expensive for developing countries to change technologies at a later time. Given the
size of the market (described below) in both the short- and medium-term, U.S. business
needs to be as aggressive as its foreign competitors -- many of which have government
financial backing -- in gaining a solid foothold at this early stage.

Key Characteristics of the Environmental Market

In the short term (i.e., the next two to three years), Driscoll estimated that this market
will require an estimated $5 billion in environmental goods and services; in the medium
term (i.e., in five years), the market will total approximately $10-15 billion, and will
grow thereafter at about 20% per year.

Leonard described the environmental sector in the U.S. as consisting primarily of small
companies. Many of these countries conduct substantial proportions of their business
overseas, a fact which contradicts the usual business sequence of establishing a base in
the United States and then searching for export markets. The ways in which firms in the
environmental sector interact, or could potentially interact, also differ; specifically,
because environmental firms throughout the world tend to be small and niche-oriented,
opportunities abound for strategic alliances and joint ventures between companies,
regardless of their "home" country. The market for environmental goods and services
in the near future is also shaped by current world circumstances. In particular, as
industrialized countries head into a recession, opportunities in the environmental sector
will grow more rapidly in the newly-industrialized countries, especially in Asia, but also
in Mexico and Central America. Finally, the market for environmental goods and
services is currently very open -- a situation which presents U.S. firms with both an
opportunity and a threat.
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Opportunities for U.S. Private Sector Involvement

Driscoll and Leonard agreed that a primary opportunity for U.S. business will be in
introducing cleaner technologies for new facilities, rather than in retrofitting old,
polluting operations. This will occur for two reasons: most ASEAN countries have
decided that the strict environmental guidelines of today will not be "grandfathered" to
affect companies or industries built under looser environmental frameworks; and, because
factories in Eastern Europe already were antiquated when they were built twenty years
ago, it is not possible or efficient to attempt to retrofit them.

Driscoll also mentioned two other areas where U.S. firms could become involved. The
first is in environmental management. Specifically, nearly all ASEAN countries now
require environmental impact statements for almost all new ventures, but these countries
lack qualified technicians and environmental engineers to perform the analyses. By
contrast, in this area U.S. environmental companies have developed distinctive expertise,
expertise that could contribute greatly to maintaining and improving the environment in
Asia. Another related opportunity for U.S. business is in training developing country
officials to perform and interpret such environmental impact assessments. Training is
another means through which foreign companies, particularly Japanese firms, have been
positioning themselves for future commercial involvement in the environmental sector.

Leonard described six other areas of opportunity for the U.S. private sector:
instrumentation and measuring of environmental quality; water treatment; air pollution;
renewable energy; biological industrials; and global monitoring.

Constraints to U.S. Private Sector Involvement

As stated by Driscoll, lack of competitive finance is the major constraint to greater U.S.
involvement in the ASEAN environmental market. Local U.S. banks are often unwilling
to finance what they may perceive as risky overseas ventures by small- or medium-sized
environmental firms. When U.S. environmental companies are able to obtain financing,
they often find that it is not competitive with that offered by foreign companies, which
frequently receive subsidies from their countries’ foreign assistance agencies. While
U.S. government agencies provide a limited amount of funding for various stages of the
environmentat project cycle, most U.S. environmental firms are not sophisticated enough
to know how they could potentially work with the U.S. Trade and Development Program
(TDP) to finance a feasibility study, with A.L.D. for training, with the Export-Import
Bank for equipment exports, and with the Overseas Private Investment Corporation
(OPIC) to provide insurance. U.S. firms also worry that the United States will be the
only country to abide by the new OECD regulations regarding tied aid, further reducing
U.S. competitiveness.

21



U.S. Development Assistance: Current Programs and Suggestions
Sor Future Endeavors

Lewis Reade briefly described A.I.D.’s U.S.-Asia Environmental Partnership (US-AEP),
an initiative which attempts to coordinate the environmental activities of approximately
21 U.S. government agencies and to increase awareness of each other’s expertise and
programs. In addition to government agencies, the US-AEP intends to involve American
industry (from small to large companies) and private voluntary organizations (including
think tanks and universities as well as better-known non-governmental organizations
focusing on the environment). The US-AEP plans to use fellowships, exchanges,
training, information dissemination, and technology transfer in order to improve
environmental infrastructure, disseminate regional bio-diversity techniques, and catalyze
parties both in the U.S. and Asia.

Leonard offered three suggested areas for future U.S. development assistance: training;
dissemination of information, particularly by the Environmental Protection Agency; and
work on developing countries’ regulatory frameworks. He also cautioned that U.S.
assistance should not be directed toward subsidizing exports. Driscoll noted, however,
that mixed credits do not necessarily entail subsidization.
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Summary of Proceedings
"Japanese Government Support for
Trade and Investment in Developing Countries"
April 30, 1992

Moderated by Cressida McKean, who is program analyst and manager of private sector
assessments for A.I.D.’s Center for Development Information and Evaluation, this
seminar’s keynote speaker was Ambassador Ernest Preeg, William M. Scholl Chair in
International Business with the Center for Strategic and International Studies. Three
panelists offered other perspectives, including background information regarding Japanese
assistance and the implications of this assistance for U.S. policy. These panelists were:
Richard Cronin, specialist in Asian affairs with the Congressional Research Service;
Margee Ensign, director of A.I.D.’s Development Studies Program and professor of
international relations at American University; and Rust Deming, director, Office of
Japanese Affairs with the State Department’s Bureau for East Asian and Pacific Affairs.

Japan’s Foreign Assistance -- Background

Motivations and Philosophy

Japan’s assistance is designed to integrate development loans and commercial interests,
under the philosophy that good development is compatible with promotion of trade and
commercial objectives. The conventional wisdom is that in recent years, however,
Japan’s economic and commercial goals may have receded in importance (although
undoubtedly they are still present and will continue to exist), and the desire for
international prestige has assumed greater significance. The seminar panelists offered
various reactions to the conventional wisdom. For instance, Margee Ensign disputed it,
while Rust Deming, offering a slightly different perspective, contended that Japan uses
aid as a major foreign policy tool, mostly because Japan lacks other prominent means,
such as arms exports, of achieving a worldwide political role.

Assistance Organizations and Their Roles

A number of organizations implement Japan’s foreign assistance program. The Japan
International Cooperation Agency (JICA) is primarily a grant-giving technical assistance
agency which funds feasibility studies and other pre-project support. JICA operates
somewhat similarly to TDP, but the Japanese agency has received a much larger budget
-- approximately $1 billion per year compared to TDP’s $30-40 million.

The Overseas Economic Cooperation Fund (OECF), which operates a project-oriented
loan program, is Japan’s central foreign assistance implementation agency. With a
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budget of approximately $4-5 billion per year, OECF provides soft loans directed mainly
toward infrastructure projects. JICA and OECF collaborate extensively and routinely.

Japan’s Export Import Bank is a third arm of Japan’s foreign assistance. A somewhat
more flexible organization than its American counterpart, Japan’s Export-Import Bank
_enjoys almost unlimited funding and is authorized to finance imports from developing
countries as well as exports. Japan’s Ministry of Trade and Industry (MITI) offers
exporters commercial risk insurance (as well as political risk insurance), and thus goes
beyond OPIC, which is limited to political risk insurance.

Characteristics, Magnitude, and Mechanisms of Finance
° General Characteristics and Magnitude

The largest overall aid donor in 1989, Japan is currently the largest donor in 26
countries. Japan focuses its aid on Asia, which receives 70% of all Japanese aid. In
1990, Japan’s assistance to the Asia-Pacific region reached $4.1 billion (mostly for
infrastructure projects). In contrast, U.S. assistance to the region was $1.2 billion (much
of which was directed toward the Philippines). In the same year, Japan’s $11 billion
investment in the Asia-Pacific region also exceeded the United States’ $6.9 billion
investment. Japan concentrates on project assistance rather than cash transfers or balance
of payments support, particularly for capital projects.

Besides bilateral assistance, Japan’s foreign assistance program includes: joint and
parallel financing of multilateral development banks’ projects (with such financing usually
only forthcoming if it is fairly certain that a Japanese company will win the contract);
a $2 billion, officially-untied fund to support direct investment (usually joint ventures
between Japanese companies and firms in Southeast Asian countries); and a relatively
small commodity import program.

® Tied Aid

Officially, tied aid is not a primary mechanism of Japan’s aid program, but there are
indications that official reports on tied aid are incorrect or misleading. For instance,
Japan reports a project as "untied" if any portion of the project is untied, leading to the
official statistic that 65% of Japan’s assistance is untied. However, as noted by
Ambassador Preeg, this procedure does not accord with OECD regulations, which
stipulate that a project should be reported as "tied" if any portion of the project is tied.
The distinction between Japan’s practice and OECD rules is important in many cases.
Most of Japan’s projects involve untied procurement; however, the architectural and
engineering portions of the projects are often tied. Tying this portion of a project may
be an indirect way of tying the entire project, because this portion determines project
specifications, which can be drawn so that only certain firms are capable of providing
procurement.
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@ Procurement

Official figures may also understate the amount of Japanese procurement which is
generated by its foreign aid projects. For example, the primary contractor for a project
may be a firm based in a developing country, but in almost all cases these firms are part
of joint ventures with Japanese companies, which own 49% of the firm. Thus, the
technology- or equipment-intensive portion of the project is usually filled by the Japanese
partner in the joint venture firm.

Ensign’s research on the procurement that occurs under Japan’s foreign assistance
program confirms that official procurement figures greatly overstate the amount of
procurement awarded to foreign (i.e. other than Japanese) firms. Deming notes,
however, that Japan is eager for success stories of U.S. companies participating in
Japanese foreign assistance programs; some companies, such as Bechtel International
(which has set up a Tokyo office), appear to anticipate greater openness in procurement.

In contrast to its loan program (the bulk of its foreign assistance), Ensign commented that
Japan’s grant program in Africa is an unusual and noteworthy example of an untied aid
program; in essence, Japan provides funds for the program, and the United Nations
Development Program (UNDP) and Crown Agents administer and implement it.

Implications of Japanese Assistance

What lessons and implications should the U.S. draw from this situation? Each speaker
identified different concerns and conclusions.?

Global Implications

Cronin drew three scenarios which could unfold in the Asia-Pacific region. The first of
these is what he termed a "global partnership”, in which Japan develops a more
programmatic (and less commercial) use of foreign assistance and continues to use this
aid to support high growth in the region, and in which the U.S. keeps its markets open
to goods from the region. The second scenario, which is the most worrisome, is of a
highly competitive and less cooperative situation, in which all countries suffer: the U.S.
closes its markets; Japan goes into recession; and the newly industrialized countries
encounter difficulty reaching the next rungs of the development and technological
ladders. The third scenario is a Japan-dominated Asia-Pacific region. Although some
recent trends favor this scenario, such as the quantum increase in Japan’s offshore
investments in the period 1986-1989, there are several reasons why this scenario is
unlikely in the longer run. These reasons are: that this scenario is inherently unstable
because Asian-Pacific nations dislike the division of labor and production envisioned by

ZRichard Cronin noted that he expressed personal opinions and conclusions, and that his statements do
not necessarily reflect the view of the Congressional Research Service.
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Japan; and that Japan is currently undergoing problems of its own, as demonstrated by
the recent instability in Japan’s financial and stock markets and related cutbacks in new
overseas investment beginning in 1990,

Implications for the U.S.
® General

In general, the implications for the U.S., and the U.S.’s response to, Japanese
development assistance needs to be guided by a realistic, even-handed view of its positive
and negative aspects and of the areas in which Japan has successfully integrated trade and
aid concerns.

Once it clearly understands Japan’s foreign assistance program, the U.S. must define its
own interests with regard to the program and then steer the program toward meeting
these interests. Deming cites three key American interests: international development,
assistance to regions or countries of strategic interest to the U.S., and open procurement
for U.S. companies. Cronin implicitly supports the idea that, in general, international
development is in the U.S. interest. He believes that to the extent that Japan’s foreign
aid program achieves development objectives, the U.S. will benefit. For instance, if
Japan’s foreign aid program creates growth in Southeast Asian countries, the U.S. will
enjoy greater markets for its exports. In fact, in recent years U.S. exports to the region
have increased more quickly than its imports from the region.

On the negative side, as discussed by Cronin, the U.S. should realize that Japanese
assistance has proven to breed corruption among Japanese companies, has provoked
environmental damage, and has left Asian countries with a number of "white elephants”
and yen loan obligations that must be repaid. Japan recently has begun to address some
of these deficiencies; for instance, it has paid increasing attention to project evaluation
and audit, in order to decrease misuse or diversion of funds.

e Capital Projects

In regard to possible overlap of development and commercial goals, Ambassador Preeg
identified capital projects as an area which he perceives as exemplifying successful,
positive integration of development assistance and trade and investment goals. He urged
greatly increased U.S. assistance for such projects on the basis of their developmental
and trade merits .

On this subject, however, Cronin and Ensign expressed somewhat different views.

Cronin advised that, in thinking about renewed capital projects efforts, the U.S. should
think broadly about and define clearly its development, economic and foreign policy

26



objectives, not its narrower export objectives. If the U.S. takes the former strategy
regarding capital projects development, it will avoid initiating a costly, industry-specific
export subsidy program.

Ensign expressed reservations about renewed U.S. efforts in capital projects
development. She believes that it is ironic that the U.S. is decrying Japan’s use of tied
aid (informal or formal) and simultaneously debating whether or not to reenter the very
area, capital projects, toward which much tied aid is directed. Moreover, Ensign
reflected that there is much to be learned regarding the true relationship between capital
projects, development and exports.

These comments notwithstanding, Ambassador Preeg and Cronin concurred that, without
a capital projects program of its own, the U.S. is in a weak position to influence the
behavior of other donors, even in such fora as the OECD. Specifically, as Ambassador
Preeg stated, the U.S. should realize that the new OECD rules will not substantially
affect Japan’s policies, particularly since most of Japan’s aid already is officially untied.
Moreover, nearly all other donors are opposed to further efforts aimed at untying capital
projects assistance.

27






Summary of Proceedings
"Congressional Perspectives on Trade and Investment"
May 14, 1992

This seminar provided insight into both federal and state level initiatives regarding trade
and investment. On the federal level, Larry Q. Nowels, specialist in foreign affairs with
the Congressional Research Service, provided an overview of U.S. foreign assistance in
this area as encompassed in congressional legislation, including recent initiatives
(particularly Senate legislation), the current status of such initiatives, and possible
outlines of aid in a post-Cold War world. Stephen Biegun, senior staff consultant for the
House Committee on Foreign Affairs, described general congressional views on and
formulation of foreign assistance, potential components of A.I.D.’s role in trade and
investment, and specific legislation before the House Committee on Foreign Affairs.
Miles Friedman, executive director of the National Association of State Development
Agencies, detailed the trade and investment initiatives of state development agencies.
Peter Askin, senior faculty advisor for A.L.D.’s Development Studies Program,
moderated the session.

Overview of Foreign Assistance

In the past, Congress’ tendency has been to treat aid and trade as separate matters.
However, there have been exceptions to this general slant, such as the Hamilton Task
Force report (which attempted to link arms sales and defense assistance). The recent
trend has been towards greater linkage of the two topics, as exemplified by last year’s
Senate activity, which included initiatives to finance trade and investment through capital
projects, to authorize the Support for East European Democracy (SEED) Act for
assistance to Eastern Europe, and to earmark increased funds for tied aid credits.

Departures from the Tendency to Separate Aid and Trade

The major departure from treatment of aid and trade as separate issues is the recent
Boren, Bentsen, Byrd and Baucus bill (referred to as the "4B’s bill" or the "Boren,
Bentsen bill", and also known as the "Aid for Trade" amendment to the Foreign
Assistance Act). This initiative would mandate: increased A.I.D. funding for capital
projects (including a strict "Buy America" clause on such projects), decreased economic
support fund (ESF) cash transfers, establishment of mixed credit facilities, and
development of an Eastern Europe technical assistance program. The rationale of the
Boren, Bentsen bill -- and other initiatives designed to combine development and business
objectives -- is built on a number of beliefs, assertions, or facts. They include: the need
to realign U.S. foreign assistance policy; the need to leverage foreign aid policy to
support U.S. economic objectives; the need to use every tool to rebuild the United State’s
economic edge; the declining support for foreign aid in general and the accompanying
need to build a constituency for aid; a realization that the U.S. foreign assistance
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program differs greatly from the programs of its competitors (and that these differences
may work to the disadvantage of the U.S.); and the possibility of linking development
and commercial goals, particularly through capital projects.

Current Status of Congressional Initiatives

In October 1991, legislation containing the Boren, Bentsen bill was substantially watered
down, reflecting reservations about the efficiency of tied aid and the perception that
capital projects could raise environmental concerns. Other initiatives -- such as those
concerning the Enterprise for the Americas and the Interamerican Investment Fund --
have also remained stalled in Congress, with little expectation of being enacted quickly.

As Stephen Biegun noted, the House Committee on Foreign Affairs currently faces two
pieces of foreign assistance legislation -- regarding aid to the former Soviet Union and
reauthorization of the OPIC charter. The former initiative identifies U.S. trade and
investment not as a goal of development but as a means to development. Emphasizing
the need for U.S. inter-agency coordination, this legislation will require difficult
economic reforms in return for technical assistance in such areas as education and
training. The second legislative initiative, reauthorization of OPIC’s charter (dubbed the
"Jobs Through Exports Act"), would increase TDP’s and OPIC’s funding, strengthen
coordination between agencies, establish business centers abroad and a capital projects
office in A.1I.D., and include a revised version of the Boren, Bentsen bill.

Foreign Assistance in a Post Cold War World

A number of phenomena argue for a restructuring of the U.S. aid program. For
instance, the Cold War rationale for foreign assistance no longer exists; new regions to
be served by assistance (such as Eastern Europe and the former Soviet Union) require
different approaches; current assistance, particularly A.I.D. assistance, is fraught with
multiple and conflicting objectives; aid funds are dwindling; and assistance is carried out
in a policy vacuum.

What can the United States be expected to emphasize in the future? Primary concerns
can be expected to be democratization, poverty, transnational issues (such as the
environment) and renewed attempts to focus on the United States first. Promoting trade
and investment will be only one component of the new emphases.

A Congressional View of Foreign Assistance

In general, foreign assistance is an unpopular topic in Congress, and it is avoided to
some degree. Moreover, when Congress does focus on foreign aid, congressional
legislation sometimes takes the wrong approach to the right idea, such as opportunities
for combining business and development objectives. For instance, strict "Buy America"
provisions may generate inefficient or insufficient trade returns while possibly weakening
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a project’s development benefits. Proponents of "Buy America" clauses, however, often
view foreign aid programs as "giveaways" to developing countries (i.e. programs which
provide no obvious or inherent benefit to the United States). From this perspective,
"Buy America" stipulations are presented as a way to reap a tangible return, even if this
return is inefficient in overall economic terms.

Despite the general unpopularity of aid, some congresspeople have strong opinions
regarding the uses of foreign aid in general and for trade and investment initiatives in
particular. Two areas where some House representatives would like to see greater
A.L.D. involvement in trade and investment are described below.

Information_Sharin

One way that A.I.D. can contribute to the trade and investment aspects of foreign
assistance is through information sharing. Because of A.L.D.’s worldwide network of
missions, A.I.D. possesses awareness of opportunities in the field long before such
information reaches the United States. Coordinating mechanisms among U.S. agencies
to share such information should be devised and utilized so that U.S. companies can be
better matched (and can better match themselves) with U.S. trade and investment
programs. In some countries, A.L.D. information already has proven useful in
establishing profitable business -- and development -- connections. For example, in the
former Soviet Union, A.I.D.’s health office has surveyed medical needs and opportunities
in the CIS, and several U.S. manufacturers have established production facilities,
sometimes through joint ventures.

Miles Friedman noted that state development agencies also could benefit from greater
information sharing with federal agencies. Many federal agencies gather extensive data
regarding the economies of and business opportunities in foreign countries, data that is
useful in state development agencies’ operations. Some of this data, such as some
statistics developed by the Department of Commerce, is available; often, however, such
data is difficult to find. State development agencies also would like to see greater
information-sharing from federal agencies that have an overseas presence, such as
A.LLD., because of the advantages this local presence engenders in identifying
opportunities at an early stage.

Capital Projects

A second area through which A.L.D. could promote trade and investment opportunities
is'in capital projects development. Because capital projects are often cited as an area in
which U.S. business and development objectives can merge, Congress will certainly press
A.LD. to increase its funding for capital projects above the current levels of $300 - $500
million. Some in Congress believe that A.I.D. could substantially increase its funding
of capital development projects in such areas as water, transportation and energy, without
undergoing wrenching change in the Agency.
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A.LD. should recognize, however, that congressional support for capital projects is not
universal, and that the Agency should expect to hear from some that it is doing too few
capital projects and from others that it is doing too many. Moreover, some members of
Congress can be expected to question the environmental integrity of capital projects.

Other caveats (raised in the seminar’s question and answer period) to increased A.I.D.
support for capital projects include the assertion that the policy environments of
developing countries may be a more important factor in increasing U.S. exports to that
country than any given type of project assistance, including capital projects assistance.
For example (as mentioned by Bill Anderson of A.I.D.’s Africa Bureau), U.S. exports
to less developed countries which are undertaking structural adjustment/policy reform
efforts have increased more rapidly than exports to any other countries. Accordingly,
the desirability of using vehicles such as capital projects, rather than policy dialogue and
reform initiatives, is called into question. As noted by Peter Askin, the development
community has learned that one cannot implement good projects in a bad policy
environment; this lesson may be extended to assert that one cannot expect good trade and
investment from a bad policy environment.

State-level Trade and Investment Initiatives

Since the 1970s, state development agencies have actively sought international
opportunities; simultaneously, they have greatly expanded their activities and, until recent
years, their budgets. Currently, the average budget of state agencies is $2 million per
year (a relatively large amount considering the financial difficulties most state
governments now face), which supports approximately 6-12 staff members engaged in
international activities and more than 160 foreign offices.

Philosophy and Trends

The paramount goal of state development agencies is to create jobs in their states. A
secondary objective is to diversify state exports, so that the state can better weather
fluctuations in the domestic or international economy. State development agencies have
sought to identify new markets for businesses located in the state. Originally, states
looked primarily toward Japan and Western Europe, but recently they have tended toward
emerging markets due to the size of these markets and their economic growth.

Services

State development agencies offer a wide variety of business services, such as:

e One-on-one business counseling
® Training for entrepreneurship and exportation
® Trade missions
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e Cost-sharing for participation in trade fairs

@ Market identification and development, and
® Export finance.
Incentives

Tax breaks were an incentive frequently used by state development agencies in their
initial years. States found, however, that while tax incentives were effective in luring
companies to their states, they were less effective in inducing them to stay. Indeed,
retention of businesses that move to a state is a primary concern of state development
agencies.

Today, the major incentive that state development agencies offer prospective businesses
is a trained work force. Specifically, state development agencies have begun to ensure
that companies will find adequately skilled workers in the area in which they locate. If
the local labor pool cannot immediately perform to the company’s specifications, this
"insurance" takes the form of state development agency-sponsored job training which is
tailored to each specific company’s needs. Reflecting the growing importance that
businesses attach to availability of skilled workers, state development agencies also have
increased the number of non-company specific training programs that they offer or
sponsor.

A second incentive state development agencies have highlighted in recent years is
provision of infrastructure. As a prerequisite to relocation, companies normally require
adequate sewer, water and electricity services, and more recently, adequate access to
transportation for workers.

What State Development Agencies Need from the Federal Government

Leadership is what state development agencies would most like the federal government
to provide. Despite the growing state presence in the international marketplace, most
people both here and abroad still look to the federal government to lead the way or
establish a philosophy regarding the international economy and exports.

State development agencies also hope for greater technical support from federal agencies
(such as TDP, A.I.D., and the Departments of Commerce and Labor) in developing
training programs, seminars, handbooks and manuals, as well as in performing market
studies.

To some extent, such federal-state agency cooperation is already occurring. For

instance, A.I.LD. and NASDA have collaborated for over four years on the Business
Development Seed Fund, a fund which offers very small grants to catalyze
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U.S.-developing country business relationships. Having offered grants to fourteen
projects in the past two and a half years, the fund expects to support approximately
fourteen projects per year in the future, TDP has also endeavored to bolster relations
with state development agencies, by attempting to inform these agencies quickly of
business opportunities it may encounter through performance of feasibility studies.
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Summary of Proceedings
"An Operational Strategy for Capital Projects
in Emerging Markets"
May 28, 1992

Moderated by Terry Newendorp (president, Taylor-DeJongh, Inc.), this session featured
speakers from four U.S. government agencies involved with various aspects of capital
projects development. These speakers included: William L. McCamey, director, Office
of Trade Finance, Treasury Department; Robert Bakley, deputy assistant administrator,
Private Enterprise Bureau, A.L.D.; Terrence J. Hulihan, acting vice president, Asia,
Export-Import Bank; and Fred Eberhart, regional director, Asia, Trade and Development
Program.

Critical Issues Regarding Capital Projects

Terry Newendorp opened the session by posing several critical questions regarding
capital projects. In asking the question "what are capital projects?," Newendorp
highlighted the varying nature of capital projects. Capital projects may be, for example,
public sector or private sector, turnkey or Build-Own-Transfer (or a BOT variant), or
commercially viable (e.g., a refinery) vs. basic infrastructure (a sewage plant) vs. those
in-between (power plants). Newendorp also outlined the nature of capital projects
assistance as related to the basic capital projects cycle, which proceeds from the
definitional/feasibility ~stage (the highest risk stage), to the development/
negotiation/proposal stage (the costliest), to the funding stage (the most competitive).
What are the sources of funding for the capital projects cycle? Besides U.S. government
agencies, primary sources are multilateral agencies (such as the World Bank,
International Finance Corporation, Asian Development Bank, African Development Bank,
Interamerican Development Bank, and United Nations organizations); secondary sources
include U.S. banks, competitor country banks (those of Europe and Japan), and host
country banks or capital markets. Other questions regarding financing include the extent
to which U.S. competitiveness has been hurt by cheaper costs of capital from foreign
competitors and the possibilities of using new financing techniques (such as interest rate
buydowns, seed money, etc.) to maximize U.S. industry competitiveness while
minimizing the use of U.S. government resources. Newendorp also mentioned
co-financing with commercial banks and multilateral agencies as a means to lower or
spread risk and to leverage capital.

The Helsinki Package
William McCamey detailed the tied aid component of the Helsinki Package, the most

recently negotiated OECD arrangement on tied aid credits and export credits. This
arrangement greatly affects capital projects because donors have traditionally used tied
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aid for their assistance in this area. The new tied aid guidelines follow from negotiations
completed during the late 1980s, in which the U.S. Treasury and counterpart agencies
from other OECD countries decided to increase the cost of such credits, increase the
minimum concessionality element, and establish a system for notification of intention to
provide tied aid credits. Since establishing the notification system, total notifications
have averaged $20 billion per year, seventy-five percent of which have contained
concessionality levels less than 80% (considered the cut-off between trade-distorting aid
and non-distorting aid).

The Helsinki Package establishes three rules that govern tied aid credits. First, tied aid
is no longer permitted for countries that are not eligible for 17-20 year loans from the
World Bank (i.e., advanced developing countries with per capita income levels greater
than $2,465/year). Second, the least developed countries are eligible for tied aid credits
for all projects, since they need aid whether it is tied or not. Countries in stages of
development between advanced and least developed may receive tied aid credits under
two conditions: if market rate financing is unavailable for a commercially viable project;
or if the project is not commercially viable at market terms. The minimum
concessionality guidelines established in previous negotiations still apply; in particular,
projects which use tied aid credits must offer concessionality levels of at least 35%,
except for least developed countries, for which concessionality must reach 50%. In
effecting these guidelines, the Helsinki Package relies on the previously developed prior
notification procedures. Determinations regarding notifications which are disputed will
be made on a case-by-case basis until a pattern becomes clear and a body of case "law"
is established.

From Treasury’s perspective, the major problem that the Helsinki Package faces is the
resistance of some countries towards taking a sectoral approach to defining commercial
viability. (Treasury originally had envisioned that the OECD would declare certain
sectors, such as telecommunications and transportation, as commercially viable sectors
in which tied aid credits cannot be offered.) A second issue (raised in the question and
answer period) is to what extent the United States can expect its competitors to use
informal means of tying aid to evade the agreement. In response, McCamey suggested
that it is too early for loopholes to have appeared; Hulihan stated that Eximbank has
noticed a decline in this sort of activity. According to McCamey, Treasury generally is
optimistic regarding successful implementation of and compliance with the agreement.
Moreover, it believes that U.S. government agencies should seek to set a good example
in compliance with the agreement.

A.L1.D.’s Experience with Capital Projects
Robert Bakley outlined A.I.D.’s past involvement with capital projects and possible
future capital projects assistance. As the only major foreign aid donor during the 1950s

to 1970s, A.LD. concentrated heavily on capital projects and commodity import
programs, both of which were comprised completely of tied aid. The objectives of
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A.LD.’s capital projects assistance were to address the bottlenecks that inadequate
infrastructure present to development, to address policy issues, and to encourage
commercial participation in such ventures (through risk guarantees). A.L.D.’s
involvement with capital projects began to decline in 1970-71, when legislators
encountered difficulty in funding A.I.D. but found that funding for the World Bank was
more easily achieved. Simultaneously, debate arose over the type of assistance that the
United States should provide to developing countries, with consensus reached that
A.LLD.’s program should be guided by a basic human needs approach.

Today, A.I.D. finds that it has come "full circle" and is now facing debate over whether
to reenter the capital projects arena. For example, at the time of this seminar, Congress
was marking up the "Jobs for Exports" bill, which would allocate $600-700 million
(derived from Economic Support Funds) in capital projects for 1992 and $700 million
for 1993. A.LD. itself has requested $100 million for 1992 for a capital projects fund,
and is also seeking credit authority so that A.I.D. would be able to leverage its
resources. Whether it finances capital projects through grants or through credit
mechanisms, A.I.D. will be primarily interested in capital projects sponsored by private
sector entities; it will finance public sector projects only in areas where a clear, public
sector interest exists.

With regard to A.I.D. compliance with the Helsinki Package, Bakley anticipated few
problems because the countries in which A.I.D. works are normally the least developed
countries. However, Bakley expressed uncertainty over how the OECD guidelines would
apply to increased A.I.D./Export-Import Bank collaboration on capital projects. Bakley
also briefly addressed coordination with other U.S. government agencies, stating that
A.1.D.’s capital projects initiative would not overlap significantly with OPIC’s programs
(since OPIC only funds projects in which a U.S. entity is an equity investor, which is
at most 1-2% of all capital projects), and that the A.I.D. initiative acts as a natural
complement to TDP’s work (mainly feasibility studies).

Export-Import Bank Programs and Capital Projects

Terrence Hulihan provided an overview of Eximbank programs, described Eximbank’s
cooperative effort with various Japanese government agencies, and outlined financing
sources for capital projects. Acting as the U.S. government’s official export credit
agency, Eximbank assumes risk that the U.S. private sector is unwilling to take and tries
to counter the financing programs of competitor countries. Eximbank offers a full range
of loan and loan guarantee programs, which can be utilized without country lending
limits in any country in which Eximbank works. Eximbank also is authorized to fund
or guarantee feasibility studies and provide support for operation and maintenance
contracts. In addition, Eximbank can address applications for limited recourse project
financing; typical areas for this activity include petroleum refineries and electric power.
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Finally, Eximbank offers bundling facilities, partly to encourage smaller, regional banks
to join money-center banks in becoming involved with international projects. For small
U.S. companies, Eximbank also assists with working capital.

Recently, Eximbank has begun working closely with the Export-Import Bank of Japan,
the Insurance Division of the Ministry of Trade and Industry, and the Japan Development
Bank. Through this cooperation, Eximbank and these agencies have co-financed five
projects with total project costs in excess of $1 billion. Eximbank anticipates more
co-financing with Japanese government agencies in the future, and it hopes to see
increased untying of Japan’s assistance.

Finally, Hulihan posed three questions regarding project finance: what are the financing
requirements of the buyer?; what are competitors offering?; and what financing sources
are available? With regard to the latter, Hulihan (like Newendorp) cited multilateral
agencies, private sources (commercial and investment banks); and U.S. government
agencies. Keeping these organizations in mind, how does one then meet the financial
demands of a project? A potential sponsor should consult with these agencies to find out
what pieces of financing each could offer and then pull together bids as a consortium.
In the question and answer period, one seminar attendee noted that these suggestions are
fine in theory, but that in fact, as one moves toward medium rather than large sized
projects, finding financing becomes increasingly difficult.

TDP’s Role in Capital Projects Development

A small U.S. government agency (it has only thirty staff members and a budget of $35
million), TDP thinks of itself as an export enhancement agency, although it is best known
as a successful conductor of feasibility studies. TDP’s role in the foreign assistance
process is to identify major projects that already exist, that are priorities of the respective
governments (or, in the case of private sector projects, that would entail significant
developmental benefits), that would not be completed without TDP assistance, or that a
competitor country would assume in the absence of TDP funding.

TDP uses a number of criteria in deciding which projects it will get involved with:
whether the project is a development priority for the given country; whether the United
States is competitive in that sector, sub-sector, or niche; whether TDP financing will
precipitate a 75% return (through U.S. exports) for every TDP dollar spent; whether
TDP’s financing of a feasibility study provides additionality’; and whether international
competitiveness is an issue.

3TDP sees little incremental benefit from funding a feasibility study for a project which A.I.D.
intends to finance and believes that if A.I.D. plans to finance part of the project, it is preferable for it,
rather than TDP, also to assume funding for the feasibility study.
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In evaluating the export benefits that result from its feasibility studies, TDP has become
increasingly aware of the need to follow through on projects. Accordingly, it now
conducts greater outreach with U.S. companies, and funds orientation visits to familiarize
foreign officials with U.S. technology, training of local personnel in U.S. technology,
and symposia which bring together developing country decision-makers.
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Summary of Proceedings

"Information Systems for Business Decision Making"
June 11, 1992

- This seminar highlighted some of the systems that the U.S. public and private sectors
have developed in order to effectively utilize and disseminate information for
international trade and investment purposes. Panelists for the seminar included: F.
Marion Thomson, Business International;, Gary Friend, Dun and Bradstreet; Sherry
Lewis-Khanna, Trade Information Center, Department of Commerce; and Dan Riordan,
Investor Services, Overseas Private Investment Corporation. John Wilkinson, of
A.1.D.’s Private Enterprise Bureau, moderated the session.

Private Sector Perspectives on the Changing Nature of Information Systems

Stressing that information (not just labor or capital) is a key competitive weapon of
today, Gary Friend discussed the question "What is changing in the information industry,
and what are the implications for less developed countries?" Friend identified three
central areas of change -- technology, governments, and globalization. Technology
precipitated the information explosion; such information has always existed, unlike the
technology to efficiently transmit the information. Governments also act as catalysts for
technology by, for example, providing funds for new systems that improve
communications. However, because technology has expanded the means to access
information, governments also necessarily act as regulators of information and
technology, through copyright laws, privacy policies, and other definitions intended to
separate business and personal information. Globalization of commerce has also
heightened the need for information.

Marion Thomson commented that since gathering, compiling, interpreting and analyzing
such information is expensive, it is more difficult (from a business perspective) to justify
doing so for smaller or less profitable markets, such as some of the countries in which
A.L.D. works; as a result, extensive coverage of such markets is not expected to emerge.
In the future, Thomson expects that information will be disseminated through
teleconferencing and on-line systems.

Private Sector Information Services

Thomson outlined the information services of Business International, a firm which was
founded explicitly to help U.S. companies in their efforts to develop trade and investment
with overseas clients. Business International offers five central types of information
services, including:

@ Publications (over 500 different publications)
@ Conferences, workshops, and meetings (approximately 250 per year)
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e Consulting and Research
° Customized Information
® On-line Information, such as Dialog.

Dun and Bradstreet, a firm with 150 years’ experience in U.S. and foreign business
information, offers three main information services: credit information; commercial
collections; and business directories.

More specifically related to developing countries, Dun and Bradstreet (Europe) also
publishes World Bank procurement notices, although the success of this notification
service has been modest. Business International publishes the Africa Quarterly, a
periodical that lists upcoming World Bank and African Development Bank projects.

Public Sector Information Services

Department of Commerce -- Trade Information Center

Sherry Lewis-Khanna delineated the services of the Trade Information Center, established
in June 1991 to coordinate the activities of nineteen federal agencies with responsibilities
related to trade and export promotion. The Center operates with an exclusive focus of
U.S. exports to other countries (i.e., it provides no information on importing products
into the United States).

Since it opened, the Trade Information Center has fielded approximately 30,000 calls,
and now averages 900 calls per week. Generally, callers represent new-to-market or
new-to-export firms, primarily manufacturers, with a wide range of questions. The
Trade Information Center either answers the caller’s question (if it possesses the specific
information), or locates the appropriate agency and person to answer the question and
then relays this information to the caller. Two trends immediately apparent to the
Center’s staff include U.S. companies’ interest in the Newly Independent States, and the
concentration of calls from five U.S. states (California, Texas, New York, Florida and
the Washington, D.C.-Virginia-Maryland area).

In fulfilling its purpose, the Trade Information Center relies on the information provided
by a variety of resources, both within and outside of the Department of Commerce.
Within Commerce, such resources include the country desks, sixty nine district offices
throughout the United States, trade industry officers, US & FCS offices overseas, and
regional information centers (such as those for Eastern Europe, the NIS and Latin
America). The Center also works closely with OPIC, A.I.D., and the Small Business
Administration (SBA). The Center accesses the databanks of the Bureau of the Census
and the Department of Labor, as well as the National Trade Databank (developed by the
Department of Commerce in collaboration with other agencies) and Commerce’s
Economic Bulletin Board. Finally, the Center helps access information on the
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prospective procurement of the multilateral development banks. Lewis-Khanna noted
that, even with access to this multitude of resources, timeliness and accuracy of
information is problematic.

Overseas Private Investment Corporation

Dan Riordan described OPIC as playing three roles: that of a development agency
(through its encouragement of U.S. investment in developing countries and emerging
economies); of an insurance company (through political risk insurance); and of a bank
(through project finance facilities). OPIC programs support U.S. jobs through
development of new export markets for U.S. goods and services. OPIC operates in 133
countries, including thirteen of the fifteen republics that comprised the former Soviet
Union. (The two exceptions are Azerbijan and Uzbekistan, where OPIC expects to begin
operations shortly.) The outlines of OPIC’s three programs are as follows.

Political Risk Insurance can be obtained to cover:

e 90% of U.S. investors’ equity risk for up to twenty years

® Coverages include: non-convertibility of currency; expropriation of investment;
and political violence

e New or expansion projects (not existing investments)

e Forms of equity covered include: cash, debt and technical assistance

Project Finance (direct loans and guaranteed loans) has the following guidelines:

® Direct loans may be between $0.5 - $6 million, up to 50% of capital costs of a
new venture (75% for an expansion)

Loans are medium term (5-12 years)

Loans and guarantees are denominated (and must be repaid) in dollars

No concessional finance is offered (the current fixed interest rate is 10-11%)
Guarantees may range from $2 - $50 million

The investment must have a debt-equity ratio of 60/40, with U.S. sponsors
holding a minimum of 25% of the equity

® Track record and financial capacity must be demonstrated.

Investor Services, aimed primarily at small- and medium-sized companies, include.

® Investor Information Services (kits describing all countries in which OPIC works)

® Opportunity Bank (which matches U.S. companies’ investment interests with
overseas opportunities); currently approximately 2,000 projects are registered with
the Opportunity Bank

® Investment Missions (approximately 10-20 per year, with 15-30 companies each)

® Advisory Services (including, for example, structuring advice, locating finance,
and 50% cost-sharing for feasibility studies in Eastern Europe and the NIS)
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Riordan also mentioned that OPIC and A.1.D. have a long track record of collaboration
in Africa, and that the two organizations have recently inaugurated a program for trade
and investment in Latin America and the Caribbean.

With regard to problems of information dissemination, Riordan stated that not only U.S.
companies but also foreign companies suffer from insufficient information. Specifically,
while U.S. companies may lack information regarding prospective overseas projects,
foreign companies lack information on U.S. (or other) investor companies and therefore
have difficulty distinguishing bona fide investors.

A.L.D. -- Center for Trade and Information Services

During the question and answer period, John Wilkinson briefly described A.I1.D.’s Center
for Trade and Information Services (CTIS), which opened officially in September 1992.
CTIS provides information and advice regarding A.I.D. projects/programs and potential
business opportunities that arise from these activities or that are identified through
A.L.D.’s overseas programs. Wilkinson reflected that CTIS is part of A.I.D.’s evolving
strategy to involve the private sectors of both developing countries and the United States
in the process of development -- to the benefit of both.

U.S. Department of Agriculture

Also during the question and answer period, Ellen McCluskey of the USDA informed
the audience that the U.S. Department of Agriculture (USDA) also operates an
International Trade Information Center, which is targeted mostly toward the agribusiness
sector, and also maintains an on-line system, "Going Global," to assist U.S. agricultural
exporters.
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, Summary of Proceedings
"U.S. Agribusiness: Lessons Learned in Developing Countries"
June 18, 1992

This seminar explored how two major U.S. agricultural cooperatives (Land O’Lakes and
TriValley Growers) and one U.S. government agency (the Department of Agriculture)
have approached their respective involvement in developing countries. Seminar panelists
included Martha Cashman (Land O’Lakes), Edward Thor (TriValley Growers), and
Richard Rortvedt (U.S. Department of Agriculture, or USDA). John Balis (chief, Office
of Production and Investment in A.I.D.’s Near East Bureau) moderated the session.

The Experience of Major Agricultural Cooperatives in Developing Countries
Land O’Lakes

Land O’Lakes is a cooperative owned by farmers and ranchers. It operates two core
businesses -- dairy foods and inputs for agricultural production -- which generate $2.5
billion in annual sales, making it number 182 of the Fortune 500 companies. Land
O’Lakes operates in all facets of agricultural production, providing a complete "farm-to-
market system." Two areas of particular interest to Land O’Lakes are research and
development, on which it spends $10 million per year, and agribusiness management
training.

Because its involvement in developing countries spans many years, Land O’Lakes
possesses a good understanding of the impact of development upon the United States.
Its philosophy is that being a good partner in development eventually will lead to U.S.
sales to developing countries. Thus its long-range strategic plans include becoming the
preferred provider for training and technical assistance and positioning Land O’Lakes
products and services in the international market. In order to achieve these long-range
goals, Land O’Lakes currently undertakes the following activities: studies and needs
assessments; technical assistance; and training, which Martha Cashman termed the "best
use of U.S. tax dollars."

Land O’Lakes provides three types of training: U.S. training; in-country or overseas
training; and U.S. internships. For top-level developing country businesspeople, Land
O’Lakes has condensed its U.S. training programs from six weeks (which is generally
too long for higher-level officials to leave their positions) to shorter courses of 1-2
weeks. In these training programs, Land O’Lakes works with upper level managers to
develop business plans for their companies, including plans regarding how to take the
next step in their industries. After such courses, Land O’Lakes might follow up with
in-country training for line operators. These courses generally consist of 20-40 students
(with smaller classes preferred), and provide a balance of theory, practice, and
institutionalization via training of trainers. U.S. internships, which generally last 3-6
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months, in the past often have concentrated on production techniques but recently have
included business operations (such as cooperative credit, international ventures and
marketing).

In planning its business and development strategies, Land O’Lakes looks toward Eastern
Europe and the former Soviet Union as the areas of greatest opportunity. For example,
it views Poland as a good place to invest because 70% of Poland’s land has been
privately owned and because it may allow Land O’Lakes to penetrate the European
market. Russia is an attractive place for investment simply because of the size of the
market. By contrast, Cashman stated that Land O’Lakes envisions difficulty in
expanding markets in Asia because of the stiff competition presented by Japanese
development assistance programs.

TriValley Growers

TriValley Growers, owned by 650 farm families, is a fruit and vegetable processing and
marketing cooperative. Selling to grocery stores, hotels and restaurants, TriValley
conducts most of its business in the United States. Its involvement in the international
arena has taken a different path than Land O’Lakes. Gradually, TriValley, whose sales
approach $850 million per year, has moved from exports of processed fruits and
vegetables to importing some fruits and vegetables as supplements to local production.
Now TriValley provides assistance for foreign farmers in order to assure quality
production of those fruits and vegetables which TriValley needs to import. As it
gradually increased its overseas buying, TriValley become convinced of the need to
establish links more solid and enduring than simple purchasing arrangements, and thus
entered into active collaboration with foreign companies. TriValley is now the major
buyer from the first company with which it worked, a Greek processing concern.

Events in Eastern Europe and the former Soviet Union have further sparked TriValley’s
interest, resulting in its direct involvement in Poland, Hungary, Bulgaria, Russia, and
other parts of the former Soviet Union. The philosophy undergirding TriValley’s
involvement is a commitment to "give something back" to support economic development
in these countries, with the hope that sometime in the future this involvement will
produce tangible profits.

In all of its international activities, regardless of region, TriValley expects to concentrate
on niche markets, primarily for high quality products, rather than on bulk commodities.
Thor explained that many markets are already saturated with bulk commodities, such as
canned tomatoes and tomato paste. Moreover, bulk commodities are cyclical markets
and therefore inherently more risky to enter whether overseas or in the United States.
In contrast to the market saturation for bulk commodities, there is still a growing market
for high quality niche products.
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A.I.D. and Agribusiness Cooperatives
Goals of Collaboration between A.1.D. and Agribusiness Cooperatives

Both Cashman and Thor emphasized that Land O’Lakes and TriValley want to work with
A.LD. in developing countries because they believe that such involvement opens the
possibility of long-term business opportunities in such countries. Cashman stated that
Land O’Lakes does not expect or attempt to make a short-term profit on collaborative
ventures with A.L.D.; Thor observed that TriValley’s members also take a long-term
perspective regarding potential future gain from involvement in developing countries
(whether via A.I.D. or through other organizations), as might be expected from farmers
who plant seedlings knowing that it will take several years before these trees yield fruit
and thus profits.

Suggested Areas for A.1.D. Assistance

Thor and Cashman cited several areas of A.I.D. assistance that would spur American
business involvement in developing countries, particularly Eastern Europe and the former
Soviet Union. These include:

@ Training and Technical Assistance. Both Cashman and Thor stressed that a major
problem in developing countries is inadequate human resources. U.S. companies
such as TriValley need to have confidence in the employees of the foreign firms
with which they are affiliated, whether through purchase arrangements, joint
ventures or equity investments. Moreover, a cadre of local business people needs
to be developed so that private sector economies can function efficiently. A.I.D.
can contribute to alleviating these problems by supporting the training activities
of U.S. companies and by implementing its own training activities. Cashman
stated that such training is most effective when training needs are identified by
the private businesses of developing countries themselves.

Thor noted that training activities encourage new U.S. firms, particularly small-
and medium-sized firms, to enter the global market because such training
strengthens their potential foreign partners. By contrast, access to non-recourse
loans and political risk guarantees, while positive contributions, generally attract
larger firms which probably already have or plan to have an overseas presence
anyway and which use the loans and guarantees to lessen their risk.

® Pre-screening of Potential Joint Venture Partners. During trips to Eastern Europe
and the former Soviet Union, TriValley (and other U.S. businesses) have had

difficulty distinguishing legitimate joint venture partners from less credible firms.
Because it has a local presence, A.I.D. could assist U.S. firms in determining
which firms are legitimate and which are not.
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® Basic country-specific information. Again, because of its local presence, A.I.D.
has specific knowledge of countries that could help U.S. businesses. A.L.D. not
only hears of potential business opportunities, but also knows how to operate in
the local environment (in terms of, for instance, overcoming infrastructure
deficiencies, cultural differences, etc.) and possesses general knowledge of
countries’ economies.

® Positioning U.S. Companies for Future Commercial Opportunities. As Cashman

observed, one way to promote future sales of U.S. products is to promote name
or brand recognition. Currently, opportunities for such promotion are not being
seized. For instance, A.I.D.’s commodity import program could highlight the
specific brand of commodity that is being donated, so that recipients not only
know that the commodity comes from the United States but also begin to
recognize U.S. brands.

Neither Cashman nor Thor identified a specific balance between the costs to be born by
A.LD. and those to be carried by private U.S. businesses. Both emphasized that their
companies already are participating in development activities funded from their own
budgets, and that A.I.D. collaboration could focus on those areas, such as training,
where benefits extend beyond individual U.S. companies and which are costly for single
U.S. companies to implement.

Constraints to A.1.D.-Agribusiness Cooperative Collaboration

- Cashman noted that A.I.D. does not always know how to respond to ideas rdised by
Land O’Lakes. For instance, Land O’Lakes hopes to obtain A.I.D. funding for some
of its training efforts. It foresees, however, that A.I.D. might hesitate to fund the time
and salaries of some of the trainers, since they are employees of Land O’Lakes, a
profit-making institution. However, Cashman encouraged A.L.D. not to overlook the
U.S. private sector as a non-traditional provider of training (i.e., other than a training
institute) despite the changes in procedures this might entail.

A.LD. also needs to improve its outreach to the U.S. business community, particularly
medium-sized businesses. While A.LD. currently supports many activities that could
potentially involve U.S businesses, businesses often are not aware of these opportunities.
For example, during the question and answer period, Dan Waterman of the National
Association of State Development Agencies mentioned that A.I.D. and the National
Cooperative Business Association jointly operate Project Sustain in order to encourage
overseas involvement, but that many companies do not know such projects exist.

Thor mentioned that the U.S. business community generally is unfamiliar with the rules
and procedures that govern U.S. government contracts, particularly A.I.D. contracts.
As a result, U.S. businesses can rarely produce written proposals equivalent in style or
quality to those produced by frequent government contractors, even though in fact such
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businesses may be well equipped to complete a given task. Thor suggested that A.1.D.
may need to develop new ways to get U.S. businesses involved, ways which lessen the
paperwork burden on the businesses. Additionally, industry associations, acting as
intermediaries between A.I.D. and U.S. businesses, could assume the function of
completing the paperwork that remains after the streamlined process.

A more streamlined paperwork process would also improve A.I.D.’s timeliness, which
Thor and Cashman believed needed to be accelerated. For most U.S. businesses, a
review process of 12-18 months is far too lengthy. Richard Rortvedt noted that
A.L.D.-sponsored exporters’ associations in Latin America and the Caribbean have
achieved a good record of shortcutting the paperwork and of bringing U.S. companies
to their countries to examine investment opportunities within a short time frame.

USDA’s International Agribusiness Programs

Richard Rortvedt described the programs of the Food Industries Division of USDA’s
Office of International Cooperation and Development (OICD). In general, OICD
contributes to the USDA goal of medium- and long-term market development for U.S.
agricultural products, with the philosophy that overseas economic development is crucial
because "poor people make poor customers." The Food Industries Division (FID)
primarily uses technical assistance and training to accomplish its development goals.

A primary tool of FID’s work is what it calls Agribusiness Opportunity Missions. These
missions take individuals from six to fifteen firms to a given country with the aim of
familiarizing the companies with the country and its specific agribusiness firms -- not
necessarily to close deals. FID realizes that agreements are rarely signed within the short
time a mission is in-country, but that the groundwork laid in these visits may result in
investments and joint ventures at later dates. Most of FID’s Opportunity Mission
experience has been in the Caribbean Basin, where A.I.D.-sponsored export and
investment promotion organizations served as local hosts. FID has additional missions
planned for Hungary and Poland, as well as Central American and South American
countries.

Because many developing countries are not fully prepared to export products, FID
conducts Agricultural Marketing Workshops. These workshops cover such topics as how
exporters gain access to the U.S. market and the food safety and quality standards
necessary to sell products in the United States.

In addition, FID maintains an Agribusiness Information Center, which responds to
approximately 400 written inquiries per year, produces several publications (including
the Caribbean Basin Agricultural Marketing Handbook), participates in agribusiness trade
shows, and acts as a training center. FID also funds and implements the Cochran
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Fellowship program, which is a commercially- oriented training program for mid-career
individuals from middle and advanced developing countries and emerging markets.
Finally, FID collaborates with A.I.D. through PASA and RASA agreements, and has
also worked with both TriValley Growers and Land O’Lakes.
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Summary of Proceedings

"A.L.D.’s Market Niche:
Trade and Investment for Development"

July 9, 1992

This seminar, which concluded the series, consisted of opening remarks by Kenneth M.
Quinn (deputy assistant secretary, Bureau for East Asian and Pacific Affairs, State
Department), followed by presentations by A.I.D. panelists, including Ralph Blackman
(assistant administrator, Bureau for Private Enterprise), Henrietta Holsman Fore
(assistant administrator, Bureau for Asia), and John Eriksson (director, Center for
Development Information and Evaluation). Reginald J. Brown (assistant administrator,
Bureau for Near East) moderated the session. A.I.D. Administrator Ronald W. Roskens
offered concluding remarks.

The Changing International Environment

Kenneth Quinn cited two events -- the end of the Cold War and a speech of Deputy
Assistant Secretary of State Lawrence Eagleburger -- as precipitating his belief that
economic issues, rather than political-military issues, would assert greater influence on
U.S. foreign policy. Quinn quoted Eagleburger as saying, "our economic health and our
ability to trade competitively on the world market may be the single most important
component of our national security as we move into the next century." Henrietta
Holsman Fore echoed this sentiment by stating that in the future, economic alliances
between equal partners will become the ties that bind nations.

Trade with Asia

The increased importance of trade in the U.S. economy is demonstrated by statistics on
trade between the United States and Asia. Today, according to Quinn, the U.S. exports
more to South Korea than to France, more to Singapore than to Italy or Spain, more to
Malaysia than to all of the former Soviet Union, and more to Indonesia than to all of the
Eastern European countries. U.S. exports to such countries can be expected to continue
to climb as Asian countries, many of which achieve economic growth rates approaching
10% per year, grow and prosper.

A "U.S.-friendly" environment, characterized by English language familiarity and strong
communication links, facilitates trade with Asia. Paradoxically, however, the United
States, particularly its small- and medium-sized companies, is not taking full advantage
of these overseas opportunities. According to Henrietta Holsman Fore, areas of
particular opportunity include telecommunications, infrastructure and environmental
services.
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Trade and Investment as Development Tools

Fore noted that trade and investment should be thought of as necessary development
tools, because through trade and investment developing countries’ economies become
self-sustaining and integrated into the world economy. Moreover, trade and investment
as development tools provide inherent mutuality of interests, combining what both the
United States and developing countries have to offer. Ralph Blackman observed that is
important to stimulate trade between the United States and developing countries because
the investment process begins with trade; businesspeople start trading with developing
country firms, become accustomed to working in that environment, and then begin to
think about or conduct investment in that country.

A.I.D.’s Current Trade and Investmment Promotion Activities

Reginald Brown gave an overview of the ways in which the Bureau for Near East has
linked trade and investment activities with development activities. Brown indicated that
the Bureau for the Near East has maintained a quiet, effective set of activities that
engender benefits both for developing countries and for U.S. businesses.
USAID/Egypt’s capital projects program, for instance, has spent approximately $3
billion; since U.S. firms normally are contracted to complete such projects, all of this
amount translates into procurement opportunities for U.S. firms. Such procurement
opportunities may encourage otherwise reluctant U.S. firms to look overseas. Also
promoting trade and investment, A.I.D. has provided technical assistance and training
in countries such as Egypt, Morocco and Tunisia.

Fore introduced the U.S.-Asia Environmental Partnership (US-AEP), an initiative that
is based on two principles: that long term economic and social advancement is based on
environmentally-sound development; and that long term commitments and business
partnerships are necessary for such development to occur. Current US-AEP activities
include fellowships, training, support for environmental business centers in Asia,
technology, infrastructure and biodiversity; all will involve the U.S. private sector as a
partner.

Blackman outlined the Bureau for Private Enterprise’s (PRE) three pronged approach to
supporting trade and investment between the United States and developing countries.
First, PRE endeavors to build the foundation and business infrastructure to support the
private sectors of developing countries. It does so via economic analysis, institution
building and policy, regulatory and procedural reform. PRE also provides technical
assistance in many different areas, such as transactional assistance to entrepreneurs, use
of new financing mechanisms and microenterprise development. PRE also conducts
significant business outreach efforts, most recently through the Center for Trade and
Investment Services. When questioned about A.I.D.’s role in South Africa, Blackman
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noted that PRE is working to increase capital availability for black entrepreneurs through
programs such as those of PRE’s Office of Investment, which works to encourage local
bank lending to black-owned businesses.

An Examination of Past A.I.D. Export Promotion Activities

John Eriksson discussed a recent Center for Development Information and Evaluation
(CDIE) assessment which examined two questions: is export and investment promotion
services assistance worthwhile?; and does it merit further A.I.D. assistance? (These
questions are particularly pertinent since such assistance, since 1980, has approached $1
billion.) The answer to both these questions is -- under the right conditions -- "yes."
The implications of the assessment’s findings are:

® A.L.D. should analyze the policy environment and export and investment service
market before providing services. If policies are excellent and the local services
provider industry is dynamic, A.I.D. need provide no export services assistance;
if policies are good and the service provider sector is underdeveloped, A.I.D.
might consider working to stimulate links between exporters and buyers; if
policies are poor, A.I.D. should focus on trade policy and regulatory reform, not
services.

® A.LD. should keep its eye on the bottom line -- growth in non-traditional exports.
Related objectives, such as institution building, are positive but should not

become the focus of export and investment promotion services activities.

@ The most cost-effective role for A.I.D. is to assist organizations that act as
"brokers," linking exporting firms with buyers and investors.

® A.LD. should use a variety of private -- not government -- service providers.

® Once a well functioning service provider market exists, A.I.D. should cease
promotion activities.

The Roles of A.1.D. and other U.S. Government Agencies
Panelists made a number of comments regarding future A.I.D. and other U.S.

government agency involvement in trade and investment promotion. Points made by
individual panelists included the following:

A.LD..
e A.LD. should consider expanded use of loans, guarantees and equity financing.
@ PRE’s Center for Trade and Investment Services should receive strong support.
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® A.LD. officers need to become more attuned to commercial opportunities in
developing countries, without being expected to become "commercial officers."

@ In order to avoid charges of favoritism and to encourage competition, A.I.D. will
need to develop a balanced, knowledgeable approach to interacting with the
private sector.

© A.LD. currently may not enjoy a legislative mandate for extensive involvement
with trade and investment, but this may come with time.

U.S. Government Agencies:

@ U.S. agencies, working together, should pay attention to results and to
competition from other countries.

@ Trade and investment are precipitated by both policy and transactions, and the
U.S. government should play a role in both.

® The U.S. should consider a two-pronged foreign assistance program: a bilateral
program that promotes development and U.S. self-interest; and a multilateral
program which addresses transnational issues.

® Because, as mentioned earlier, in the future the ties that bind nations will be
economic ties, the United States should, in Fore’s words, "trade ideas and invest
in foreign assistance."

Concluding Remarks by A.1.D. Administrator Ronald Roskens'

Ronald Roskens stated that in the post-Cold War era, the United States has an obligation
to both itself and the other nations that comprise the "global neighborhood." Today, the
United States, and A.ILD have an opportunity to direct foreign assistance more
specifically, to achieve benefits for both the United States and other countries. This
seminar series helped focus attention on trade and investment, an area indispensable to
all countries and one in which benefits accrue to all participating countries. In
concentrating on trade and investment, A.I.D. is faced with two poles of thought: on
one hand, that developing countries should be the exclusive focus of development
activities; and on the other hand, that all foreign assistance activities should benefit the
United States. In fact, the important task is to marry the two extremes of thought to
benefit both the United States and developing countries.

“This section summarizes and paraphrases Ronald Roskens’ remarks at this seminar. Only those
phrases or sentences in quotation marks are direct quotations.
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Roskens queried, "why should we think ... about trade and investment as a benefit not
only to the countries with which we are associated but also to ourselves?" To answer
this question, Rosken cited the fact that in the near future four of five of the world’s
consumers will live in developing countries. This statistic emphasizes the importance of
encouraging U.S. business participation in such countries. Through what mechanisms
should A.I.D. be involved in trade and investment promotion? Dr. Roskens mentioned
several areas in which A.L.D. has proven capabilities and has achieved results. For
instance, A.I.D. should work to develop appropriate policy and regulations, especially
since developing countries which are pursuing policy reform tend to import more from
the United States than countries not undertaking such efforts. Such activities emphasize
that "free markets and unfettered trade work" to the benefit of all.

A.L.D. and the U.S. government should be aware that other donors may not have the
same sense of purpose. As a result, foreign companies, backed by their governments,
may attempt to gain unfair advantages over U.S firms. While carefully monitoring other
donor activities, the U.S government should work to eradicate such practices and thereby
level the playing field for U.S. companies. Meanwhile, A.I.D. should undertake
measures to increase U.S. private sector involvement, such as the newly-established
Center for Trade and Investment Services and various components of the Partnership for
Business and Development Initiative.

As this series concluded, A.I.D. was in the final stages of developing a new trade and
investment policy -- a policy which will be an important guide to all in the Agency.
Roskens applauded all who, through this series, had attempted to grapple with this
important issue.
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Trade and Investment Strategies for Emerging Markets

FEBRUARY 20

Introduction:

Speaker:

Panelists:

Moderator:

MARCH 5

Speakers:

Moderator:

MARCH 19

Introduction:

Speaker:

Panelists:

Moderator:

Speakers, Panelists and Moderators

A.LD.'S BUSINESS AND DEVELOPMENT PARTNERSHIP INITIATIVE

Douglas Broome, Chief of Professional Studies, Training Support Division,
Office of Human Resources Development and Management, A.LD.

John Mullen, Interim Assistant Administrator, Private Enterprise Bureau, A.LD.

John Blackton, Deputy Director, Policy Directorate, A.1.D.
Aaron Williams, Deputy Assistant Administrator, Latin America and Caribbean
Bureau, A.LLD.

Gary Vaughan, Private Enterprise Officer, Office of Development Resources,
Near East Bureau, A.ID.

TRADE POLICY AND DEVELOPING COUNTRIES

Ambassador Ernest Preeg, William M. Scholl Chair in International Business,
Center for Strategic and International Studies

Donald S. Abelson, Deputy Assistant U.S. Trade Representative for Latin
America, the Caribbean and Africa, U.S.T.R.

James Fox, Chief Economist, Latin America and Caribbean Bureau, A.LD.

Michael L. Unger, Chief Financial Economist, Private Enterprise Bureau, A.LD.

RECENT TRENDS IN U.S. TRADE AND INVESTMENT WITH
EMERGING MARKETS

Kenneth M. Quinn, Deputy Assistant Secretary, Bureau for East Asian and
Pacific Affairs, State Department

Fariborz Ghadar, Professor of International Business, The George Washington
University

William T, Archey, Senior Vice President for Policy, U.S. Chamber of
Commerce

Jeffrey Schott, Research Fellow, Institute for International Economics

Ralph Moore, Chief, Economic Policy Office, Bureau for East Asian and Pacific
Affairs, State Department

John L. Wilkinson, Deputy Assistant Administrator, Private Enterprise Bureau,
A.LD.







APRIL 2
Speaker:

Panelists:

Moderator:
APRIL 16

Introduction:

Speakers:

Commentator:

Moderator:

APRIL 30

Speaker:

Panelists:

Moderator:

MAY 14

Panelists:

Moderator:

FINANCIAL SYSTEMS REFORM.IN POST-COMMUNIST ECONOMIES
Andrew Sheng, Chief, Financial Policy and Systems Division, World Bank

Catherine Mann, Senior Economist, Council of Economic Advisors
Witold S. Sulimirski, President, Servus Associates, Inc., N.Y.

Scott Thomas, Economist, Europe Bureau, A.LD.
U.S. ENVIRONMENTAL TECHNOLOGY IN EMERGING MARKETS

Lewis Reade, U.S.-Asia Environmental Partnership, A.I.D.

Jeffrey Leonard, President, Global Environment Fund
Robert Driscoll, Director, U.S.-ASEAN Council for Business and Technology

Janet McAlpine, Director, Trade and Environment Committee, Office of the
Administrator, Environmental Protection Agency

Bruce Larson, Visiting Fellow from Winrock International, ASSET (A.LD. Staff
Strengthening through Environmental Training)

JAPANESE GOVERNMENT SUPPORT FOR TRADE AND
INVESTMENT IN DEVELOPING COUNTRIES

Ambassador Ernest Preeg, William M. Scholl Chair in International Business,
Center for Strategic and International Studies

Richard Cronin, Specialist in Asian Affairs, Congressional Research Service
Margee Ensign, Director, A.LD. Development Studies Program, and Professor of
International Relations, American University

Rust Deming, Director, Office of Japanese Affairs, Bureau of East Asian and
Pacific Affairs, State Department

Cressida McKean, Program Analyst, Center for Development Information and
Evaluation, A.ID.

CONGRESSIONAL PERSPECTIVES ON TRADE AND INVESTMENT

Larry Q. Nowels, Specialist, Foreign Affairs, Congressional Research Service
Stephen E. Biegun, Senior Staff Consultant, House Committee on Foreign
Affairs

Miles Friedman, Executive Director, National Association of State Development
Agencies

Peter AskKin, Senior Faculty Advisor, Development Studies Program, A I.D.







MAY 28

Introduction:

Panelists:

Moderator:

JUNE 11

Panelists:

Moderator:

JUNE 18

Panelists:

Moderator:

JULY 9

Keynote
Speaker:

Panelists:

Moderator:

Concluding
Remarks:

AN OPERATIONAL STRATEGY FOR CAPITAL PROJECTS IN
EMERGING MARKETS

Joseph Langlois, Deputy Chief of Professional Studies, Training Support Division,
Office of Human Resources Development and Management, A.ID.

William L. McCamey, Director, Office of Trade Finance, Treasury Department
Robert Bakely, Deputy Assistant Administrator, Private Enterprise Bureau, A.ID.
Terrence J. Hulihan, Acting Vice President, Asia, Export-Import Bank

Fred Eberhart, Regional Director, Asia, Trade and Development Program

Terry Newendorp, President, Taylor-DeJongh, Inc.

INFORMATION SYSTEMS FOR BUSINESS DECISION MAKING

Gary Friend, Director, Government Marketing, Dun and Bradstreet

F. Marion Thomson, Vice President, Business International Corporation
Sherry Lewis-Khanna, Trade Information Center, Department of Commerce
Dan Riordan, Investor Services, Overseas Private Investment Corporation

John Wilkinson, Deputy Assistant Administrator, Private Enterprise Bureau, A.1D.

U.S. AGRIBUSINESS: LESSONS LEARNED IN DEVELOPING
COUNTRIES

Edward Thor, Vice President, Tri-Valley Growers

Martha Cashman, Vice President, Land O'Lakes

Richard Rortvedt, Senior Professional Officer, Food Industries Division, U.S.
Department of Agriculture

John Balis, Chief, Division of Production and Investment, Office of Development
Resources, Bureau for Near East, A.LD.

A.LD.'S MARKET NICHE: TRADE AND INVESTMENT FOR
DEVELOPMENT

Kenneth M. Quinn, Deputy Assistant Secretary, Bureau for East Asian and
Pacific Affairs, State Department

Henrietta Holsman Fore, Assistant Administrator, Asia Bureau, A.LD.
John Eriksson, Director, Center for Development Information and
Evaluation, A.LD.

Ralph Blackman, Assistant Administrator, Private Enterprise Bureau, A.1.D.

Reginald J. Brown, Assistant Administrator, Near East Bureau, A.LD.

Ronald W, Roskens, Administrator, A.ID.
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PROFILE OF SEMINAR ATTENDEES

(BY ORGANIZATION)
U.S. Agency for International Dev't. 589 11 World Bank 3 2
Department of State 62 10 Overseas Economic
Department of Commerce 20 9 Cooperation Fund (OECF) 3 3
General Accounting Office 17 9 United Nations Development
Department of Agriculture 17 8 Program (UNDP) 2 2
U.S. Congress 11 6 Japan International Cooper-
Overseas Private Investment Corp. 10 8 ation Agency (JICA) 2 2
Central Intelligence Agency 8 4 Interamerican Investment
Export-Import Bank 6 2 Corporation (IIC) 1 1
Small Business Administration 6 6
U.S. Information Agency 5 4
Peace Corps 5 3
Department of Treasury 4 4 Consulting Firms 49 11
Environmental Protection Agency 4 2 Chambers of Commerce,
Congressional Research Service 3 3 Councils, Associations 26 10
Office of Management and Budget 2 2 Universities/Think Tanks 15 9
Bureau of the Census 2 2 Foundations 7 7
States of Illinois and Nevada 2 2 Other Individuals 78 11
U.S. Trade & Development Program 2 2
Securities & Exchange Commission 1 2
Department of Energy 1 1
Federal Reserve Board 1 1

ote: These figures represent the total number of individuals that signed registration
sheets at each seminar series. They do not represent the number of different individuals,
as some people attended more than one seminar.
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Resources for
"Trade and Investment Strategies for Emerging Markets"

At each seminar of the series, materials related to the topic of discussion were distributed.
These materials are listed below, along with brief descriptions of particularly pertinent resources.
Asterisks (*) denote which materials can be obtained from A.I.D.’s Center for Development
Information and Evaluation. To obtain these materials, please contact either Janice Stallard, at
(703) 875-4985, or Cressida McKean, at (703) 875-4980.

February 20: A.L.D.’s Business and Development Partnership Initiative

* A.LD./Bureau for Asia and Private Enterprise, "Trade and Investment Project Guidebook"
(Arlington, VA: SRI International), March 1991.

* A.L.D./Bureau for Private Enterprise, "Current Programs in the PRE Portfolio" (Washington,
D.C.: A.L.D.), no date.

* A.LD./CDIE, "Documents on Trade and Investment: A Selected Bibliography" (Washington,
D.C.: A.L.D.), no date.

* A.LD., "The Partnership for Business and Development" (Washington, D.C.: A.LD.),
December 1991 (update).

* A.LD., "Promoting Trade and Investment in Constrained Environments: A.I.D. Experience
in Latin America and the Caribbean" (Washington, D.C.: Louis Berger International,
Inc.), May 1991.




March §: Trade Policy and Developing Countries

* "Enterprise for Americas Initiative" (Washington, D.C.: Office of the President of the United

States), February 1992,
Preeg, Ernest H., "The U.S. Leadership in World Trade: Past, Present, and Future", The

Washington Quarterly (Spring 1992).

U.S. Department of Commerce, International Trade Administration, "Uruguay Round: Opening
World Markets" (Washington, D.C.: U.S. Department of Commerce), no date.




March 19: Recent Trends in Trade and Investment with Emerging Markets

* A.LD., "The Partnership for Business and Development” (Washington, D.C.: A.L.D.),
December 1991 update.

* A.L.D./Bureau for Private Enterprise, "Portfolio of Current Programs" (Washington, D.C.:
A.1.D.), Spring 1992,

* A.LD./CDIE, "Documents on Trade and Investment: A Selected Bibliography" (Washington,
D.C.: A.LD.), no date.

* "Commodity Import Programs -- Developing Trade for Mutual Benefit" (No source and no
date).

Finance and Development, "World Economy in Transition" (March 1992).

General Accounting Office, "Export Promotion: Federal Programs Lack Organizational and
Funding Cohesiveness" (Washington, D.C.: GAO), January 1992.

General Accounting Office, "International Trade: Agricultural Trade Offices’ Role in Promoting
U.S. Exports is Unclear" (Washington, D.C.: GAO), January 1992.

U.S. Department of Commerce, International Trade Administration, "Facts on U.S. and World
Direct Investment in Eastern Europe and the Soviet Union" (Washington, D.C.:
Department of Commerce), October 1991.

U.S. Department of Commerce, International Trade Administration, "International Direct
Investment Facts" (Washington, D.C.: DOC), September 1991.

* U.S. Department of State, Bureau of Personnel, "Economic Personnel Needs to the Year
2000" (Washington, D.C.: Department of State), December 1991.

World Bank, "Global Economic Prospects and the Developing Countries" (Washington, D.C.:
World Bank), May 1991.




April 2: Financial Sector Reform in Post-Communist Economies

* A.LD./Bureau for Europe and Near East, "Regional Financial Markets Guidebook"
(Washington, D.C.: A.L.D.), August, 1991.

* A.LD., "Report of the Proceedings: Leading Issues in the Financing of Development"
(Washington, D.C.: A.LD.), August 18-21, 1991.

Competitiveness Policy Council, "First Annual Report to the President and Congress: Building
a Competitive America", (Washington, D.C.: Competitiveness Policy Council), March
1, 1992.

Competitiveness Policy Council, "New Bipartisan Commission Calls for Competitiveness
Strategy" (Washington, D.C.: Competitiveness Policy Council), March 1, 1992.

* Eagleburger, Lawrence S., "International Business: Foundation of National Strength"
(Washington, D.C. U.S. Department of State), no date.

Institute for International Economics, "Economic Reform in Eastern Europe Will Benefit
Western Burope and Hurt Developing Countries" (Washington, D.C.: Institute for
International Economics), May 13, 1991.

Institute for International Economics, "Publications 1992" (Washington, D.C.: Institute for
International Economics), no date.

Institute for International Economics, "Successful Economic Opening of Eastern Europe Requires
Competitive Exchange Rates and Early Engagement with European Community"
(Washington, D.C.: Institute for International Economics), May 13, 1991,

Long, Millard, and Silvia B. Sagari, "Financial Sector Reform in Socialist Economies in
Transition" (Washington, D.C.: World Bank), June 1991.

Sheng, Andrew, "Emerging Issues and Challenges in Central and Eastern Europe"(Washington,
D.C.: World Bank), March 11, 1992.






April 16: U.S. Environmental Technology in Emerging Markets

* A.LD., "A.LD. Staff Strengthening through Environmental Training" (Washington, D.C.:
A.LD.), no date.

* A.L.D./U.S.-Asia Environmental Partnership, "Business, Governments and Communities
Working Together", no date.

Global Environment Fund, L.P., Semi-Annual Report

Hudson, Stewart, "Trade, Environment, and the Pursuit of Sustainable Development”
(Washington, D.C.: National Wildlife Foundation), no date.

Leonard, Jeffrey, " An Investor Rates Best Opportunities", In Business (January/February 1992).

Repetto, Robert, "Note on Complementarities between Trade and Environment Policies"
(Washington, D.C,: World Resources Institute), December 16, 1991.

U.S. Department of Commerce, Eastern European Business Bulletin: Special Feature on the

Environment (Washington, D.C.: USDOC), February 1992.

U.S. Department of Commerce, "Eastern Europe Looks for Partners” (Washington, D.C.:
USDQOC), April 10, 1992,

"Working Papers Prepared for the Trade and Environment Committee", (no source and no date).

Zaelke, Durwood, Gary Stanley and Robert Housman, "Frictions Between International Trade
Agreements and Environmental Protections" (Washington, D.C.: Center for International
Environmental Law), no date.




April 30: Japanese Government Support for Trade and Investment in Developing
Countries

A.LLD./CDIE, "Forthcoming Publications on Trade and Investment" (Washington, D.C.:
A.1.D./CDIE), no date.

Carey, Pete and Lewis M. Simons, "Japan’s Foreign Aid Program Fuels Asia’s Economic
Boom", Journal of Commerce, April 22, 1992

Cronin, Richard P., "Japan’s Expanding Role and Influence in the Asia-Pacific Region:
Implications for U.S. Interests and Policy" (Washington, D.C.: Congressional Research
Service), September 7, 1990.

Congressional Research Service, "Japan-U.S. Relations: A Briefing Book" (Washington, D.C.:
CRS), November 1991,

"Currying Favour: Japanese Aid is Big Business in South Asia", Far Eastern Economic Review,
January 24, 1992.

Ensign, Margee M., Japanese Bilateral Economic Assistance: Doing Well or Doing Good?
(New York: Columbia University Press), forthcoming. (A one-page synthesis of this
book was provided for the seminar series.)

Fascell, Dante B., "Foreign Aid: Don’t Ask Why, Ask How and to Whom", Foreign Service
Journal, April 1992.

General Accounting Office, "Economic Assistance: Integration of Japanese Aid and Trade
Policies" (Washington, D.C.: GAO), May 1990.

"Japanese Foreign Aid: Defining America’s Interests", The Heritage Foundation Backgrounder,
No. 749, January 30, 1990.

“Japan’s Hands-on Foreign Aid", The Washington Post, January 13, 1991, p. HI1.

Stokes, Bruce, "Japan’s Asian Edge, National Journal, June 29, 1991,

U.S. Department of Commerce, Trade Information Center, "Trade Promotion Coordinating
Committee Events Calendar" (Washington, D.C.: USDOC), no date.







May 14: Congressional Perspectives on Trade and Investment

"AFSA Conferences 1989-1992" (Washington, D.C.: American Foreign Service Association),

no date.

Broomfield, William S., "Helping U.S. Business Compete Abroad", Area Development, May
1992. ,

Jackson, James K., "Tied Aid Credits" (Washington, D.C.: Congressional Research Service),
March 3, 1992.

Nowels, Larry Q., "Foreign Aid: Budget, Policy, and Reform" (Washington, D.C.:
Congressional Research Service), April 17, 1992.

Nowels, Larry Q., "Foreign Assistance and Congressional Debate: International Challenges,
Domestic Concerns, Decisions Deferred” (Washington, D.C.: Congressional Research
Service), April 17, 1992,

U.S. Department of Commerce Trade Information Center, "Export Programs: A Business
Directory of U.S. Government Resources” (Washington, D.C.: USDOC), May 1992.

Wells, Louis T., Jr., and Alvin G. Wint, "Marketing a Country: Promotion as a Tool for
Attracting Foreign Investment" (Washington, D.C.: IFC/MIGA), April 1990.




May 28: An Operational Strategy for Capital Projects in Emerging Markets

* A.L.D./CDIE, "Capital Project: A Bibliography" (Washington, D.C.: A.I.D./CDIE), April
1992.

Bradsheer, Keith, "American Exports to Poor Countries are Rapidly Rising", New York Times,
May 10, 1992, p. 1.

"Eximbank and Japanese Government Award $1 Billion in Projects to U.S. and Japanese
Companies", Exim News (Washington, D.C.: Export-Import Bank), April 14, 1992.

"Fact Sheet: Eximbank Cooperation with Japanese Government Agencies" (Washington, D.C.:
Export Import Bank), no date.

Lion, Donor M., "Reconnaissance of A.I.D.’s Experience with Capital Projects" (Arlington,
VA: Labat-Anderson), October 1991,

McDermott, Ann K. and Elliot J. Berg, "Private Sector Investment in Infrastructure"
(Washington, D.C.: Development Alternatives, Inc.), no date.

"U.S. Trade Facts", Business America, April 30, 1992, p. 34.

10



June 11: Information Systems for Business Decision Making

A.1.D./CDIE, "CDIE/ESDS Database Descriptions" (Washington, D.C.: CDIE, no date.
A.1.D./Bureau for Private Enterprise, "Center for Trade and Investment Services" (Washington,
D.C.: A.LLD./PRE), June 10, 1992.
Business International:
"101 Checklists for Doing Business in Latin America"
" Africa Markets Monitor"
"Business Eastern Europe"
"Business Latin America"
"Catalogue: Worldwide Facts & Analysis for Business"
"East European Industrial Monitoring Service: The Food Industry"”
"Investing, Licensing & Trading Conditions Abroad"
"Investing, Licensing & Trading Conditions Abroad: Indochina"
"Managing the Global Environmental Challenge: Strategies for Corporate Excellence"
"Managing the Environment: the Greening of European Business"
“The New Latin America Market Atlas"
"Selling to Latin America: Effective Distribution in Opening Markets"
"Succeeding in the New Mexico: Corporate Strategy, Globalization and the Free Trade
Agreement"
Dun and Bradstreet, "Dun and Bradstreet and the Rise of Modern Business” (New York: Dun
and Bradstreet), 1991.
The Economist Intelligence Unit:
"The Greening of Global Investment: How the Environment, Ethics and Politics are
Reshaping Strategies"
"Country Risk Service: Algeria", March 1992,
“Economic Risk Service: China"
"Latin America Cheers Up", The Economist, April 18, 1992,
National Association of State Development Agencies, "NASDA Global Export Manager"
(Washington, D.C.: NASDA), no date.
Overseas Private Investment Corporation:
"Investment Finance"
"Investment Insurance"
"Investor Services"
"Upcoming OPIC Investment Missions", May 1992
U.S. Department of Commerce, "The Economic Bulletin Board", (Washington, D.C.:
USDOC), no date.
U.S. Department of Commerce, "Export Hotline", (Washington, D.C.: USDOC), no date.
U.S. Department of Commerce, "Export Programs: A Business Directory of U.S. Government
Resources" (Washington, D.C.: USDOC), May 1992.
U.S. Department of Commerce, "The National Trade Date Bank" (Washington, D.C.:
USDOC), no date.
"World Trade Center: NETWORK" (New York: World Trade Center), no date.
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June 18: U.S. Agribusiness: Lessons Learned in Developing Countries

U.S. Department of Agriculture, "TIP Notes (Washington, D.C.: USDA), November 1992.
U.S. Overseas Cooperative Development Council, "Five Good Reasons for Cooperatives"
(Washington, D.C.: OCDC), no date.

July 9: A.L.D.’s Market Niche: Trade and Investment for Development

* A.LLD./Bureau for Private Enterprise, "The A.I.D./Washington Private Sector Project
Handbook", (Arlington, VA: Coopers & Lybrand), May 1992. (Note: this handbook
has been revised. The latest edition is dated September 1992.)

* Fischer, Clint, "Seminars Focus on Aid to Private Sector", Front Lines, (Washington, D.C.:
A.1.D.), April 1992,
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ANNEX 5§

Sources of Information Regarding
A.LD.’s Trade and Investment Programs






The Center for Trade and Investment Services (CTIS)

Established in September 1992, the Center for Trade and Investment Services (CTIS) is
USAID’s "one-stop" shop to provide trade and investment information and support services to
the U.S. business community. CTIS, which specializes in providing information regarding
business and investment opportunities in countries not covered by the Department of Commerce,
aims to generate economic activity and promote economic development through the establishment
of closer U.S.-developing country commercial ties.

The Center is the focal point for the collection and dissemination of information on A.I.D.
programs and activities that support international private enterprise in developing countries.
Assistance available from CTIS ranges from general country-profile and -program information
to transactional support. Specific services include:

14 Information and Orientation Service: Supplies country profiles and fact sheets to
promote awareness of A.I.D.-supported activities.

¢ Trade and Investment Clearinghouse Service: Clarifies inquiries, ascertains the need
for and availability of information, and makes referrals to the appropriate A.I.D. office
or other organization.

L 4 Business Transaction Services: Accesses A.L.D. resources to identify opportunities and
facilitate U.S. trade and investment activities in developing countries. This will include
firm-neutral marketing to the U.S. private sector regarding business opportunities in
developing countries.

As A.LD.’s "one-stop" shop for information on Agency trade and investment promotion
programs, CTIS has aceess to documents produced by other parts of A.I.D., such as the Office
of External Affairs (XA) and the Center for Development Information and Evaluation (CDIE).
Examples of recently produced or forthcoming publications by these offices include:

o We Mean Business: How USAID Provides Opportunities to U.S.
Businesses (XA)

o Export Promotion and Investment: Country Reports on India,
Thailand, Indonesia, and Korea (CDIE)

o Measurement of Costs and Benefits (CDIE)

o Service Use and its Impact on Export and Investment Performance (CDIE)
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