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A. Objectives

The Joint Venture Feasibility Fund (JVFF) pilot program was established
in September of 1985 by the International Executive Corps (IESC) under
a cooperative agreement with the Agency for International
Development (AID) as specified in AID program LAC-0619-A-005093­
00. The JVFF program was designed to test whether IESC's exisiting field
support network could, in cooperation with other liaison and support
organizations, stimulate and facilitate business ventures between
companies and entrepreneurs in the Caribbean Basin and U.S. private
enterprises. Despite the international debt situation and the political
instability in Central America, it was believed that the JVFF presented
an opportunity to test whether new types of business ventures - such
as joint and cooperative ventures were viable, The intent of the JVFF
Program, an an objective of AID, was to facilitate the growth of private
sector business by the establishment of viable competitive private
enterprises. It was believed that the JVFF assistance funds, when
combined with the availablity of lower cost debt financing and funds
from local investors, would encourage firms both U.S. and LDC firms to
establish joint and cooperative ventures such as comarketing,
production drawback, licensing arrangements, etc. It is believed that as
LDCs develop more market oriented and open economies, U.S. private
enterprises will benefit from new markets and higher levels of LDC
economic activity. Further, it is believed that increased economic
activity in LDCs will produce increased opportunities for mutually
beneficial business relationships

The JVFF was structured to provide a process by which funds could be
accessed by small and medium-sized firms (SME's) and/or
entrepreneurs in the U.S. and Caribbean Basin Initiative countries in
order to reduce the cost/risks of early venture development activities
i.e. market research, feasibility studies, travel to identify possible
partners.

Small to medium-size entrepreneurs or firms are generally unaware of
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or unable to take advantage of potential business opportunIties
available to them through joint or cooperative ventures between U.S.
and LDC firms. Business assistance programs are needed to encourage
the formation of joint and cooperative ventures between these firms if
either are to participate fully in the emerging global economy.

The JVFF, and other assistance mechanisms available through AID, the
International Executive Service Corps etc., provided these small to
medium-sized businesses with assistance in moving a venture idea
through the various initial stages into viable business opportunities.

Through the JVFF Program, IESC was able to provide U.S. companies
with information about the Caribbean Basin Initiative as well as country
specific information through IESC's various Country Director offices and
the cooperation of local AID Missions, OPIC, IDC, etc.

The JVFF was also structured to expand and test IESC's trade and
investment programming capabilities and to generate research,
planning materials and other assistance mechanisms capable of serving
ongoing AID and developing country objectives.

The JVFF was initially mandated to operate for a period of 24 months
but the Program was amended in 1988 to permit an extension of the
Program to a total of 37 months. (It should be noted, that in the first six
months of 1988, program effectiveness was limited due to an inability
to promote and approve funding while the JVFF contract extension
request was in review. ) During the course of the 37 months, JVFF
management staff received over 500 inquiries, reviewed 296 project
applications, approved the commitment of JVFF funds to 155 projects
and reimbursed 102 clients for early venture exploration expenses. The
approved projects were tracked by means of expense request
documentation from clients and phone contact. Of the 102 clients who
actually were reimbursed for project expenses by JVFF funds, 15 have
reported completed joint or cooperative venture agreements - a success
rate of 14.7% actual. Approximately 1000 new jobs are expected to
result from the 15 new ventures formed with JVFF assistance. IESC's
original estimate was the generation of! ,275 jobs ( 75 jobs per venture
times 17 ventures). Although, the results to date fall short of the
mark,it is believed that the 1275 estimate will be reached or exceeded
within I to 2 years. The lag time identified by AID and IESC research
relative to the establishment of a new venture is 18 months to 3 years.
However, using figures to date, $605,527 was spent for JVFF
administrative and project reimbursements therefore, the cost per job
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created amounts to $605 per job.

In summary, the JVFF Program underscored the difficulties facing for
small to medium-sized firms atempting to proceed with non-traditional
venture ideas. These businesses often find LDC assistance difficult or
impossible to obtain. Many of these businessmen reported that if a
venture is not of significant size or a businessman not of sufficient
importance or the project is not qualified for micro-enterprise
assistance, it will usually fail. The average SME or entrepreneur cannot
afford to pursue new venture idea without outside financial and
informational assistance.

The JVFF experience has demonstrated IESC's ability to provide a
critical information, planning and funding source for these smaller,
more innovative venture projects. Additionally, coordination with IESC
Country Director offices, USAID Missions, local business organizations
and U.S. businesses and entrepreneurs has provided important
information and linkage opportunities for U.S. and LDC clients during
the early stages of venture development. It is important to note that,
although the venture agreements formed through the JVFF were not
large in scale, they did generate about new jobs, bring exposure to new
technologies, introduce non-traditional businesses and access to new
markets to LDC economies badly in need of and seeking new avenues
for expansion.
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B. Program Results

1. JVFF Program Administration

JVFF staff organized and directed the administration of $739,267
of JVFF funds. The amount of $489,749.00 was available to fund
projects; $249,518 was used by IESC to pay for operating expenses
for 24 months of the 37 month period. - including the publication
of a research document. ( See "Lessons Learned:). Administration
of the JVFF was provided at no cost during the last 12 months to
Dec. 31, 1988 period. The sum of $356,008.09 was paid out in the
form of reimbursement grants to clients. The remainder of the
JVFF grant - $133,740.32, will not be drawn down from the Letter
of Credit from AID.

2. JVFF Applicants/Projects

• 500 inquires were fielded and routed by JVFF staff

• 296 applications were received and reviewed for eligibility

• 155 projects were approved for JVFF reimbursement grants.

• 102 clients submitted project cost reimbursement requests

3. Benefits Accrued( to individuals, regions, the U.S. and
AID interests)

• JVFF funds were credited by clients as being crucial to the
formation of 15 joint/coventures.

• Research materials resulting from the JVFF were used as the
basis of several conferences and seminars conducted during 1985 ­
1986. (Appendix: JVFF Program Report 1985-1986) Participants
included U.S. public and private
sector individuals responsible for policy and technical issues
relating to economic development programming. Other participants
included interested small to medium-sized firms and individuals.

• The JVFF research funds were used to produce background
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material and data on specific venture development cases. A
research document title "International Joint and Coventures" was
also produced and currently being printed. This publication(a
galley copy is included in the Appendix) describes and evaluates
joint and cooperative venture characteristics, as well as
recommendations concerning private enterprise planning and
development initiatives of USAID and other development
institutions.

4. Lessons Learned

• The JVFF program established the importance of assistance
funds to SMEs in joint venture planning and project development.
JVFF support funding enabled clients to access information and
assistance in project development. JVFF funding gave added
confidence to clients who, in some instances, would have been
reluctant or unable to move forward with venture plans because
of the financial risks inherent in early venture development.

• U.S. clients often choose to seek private funding as opposed to
becoming involved with the time-consuming application and
reporting processes required for government aided funding
sources.

• U.S. clients are reluctant to enter into venture agreements with
local firms or governments who seek majority ownership

• U.S. SMEs believe they are not always taken seriously by local LDC
governments , USAID offices or prospective LDC partners.

• However, many clients reported that JVFF funding, and the
aSSOCIatIOn with IESC,added credibility to their projects when
dealing with local governments, financial insitutions and even
prospective clients.

• U.S. consultants report spending extensive time and money on the
investigation of potential venture projects only to suffer financial
losses when they cannot collect fees or expenses from clients.

• Although most U.S. businessmen consider their expertise or
experience to be assests with monetary value to a project, most
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funding sources do not value these assests when reviewing
loan applications.

• The JVFF program proved to filled a gap in private sector
development planning. Although most CBI countries have
programs that encourage significant foreign investment or large­
scale export activity, the SME has difficulty qualifying for
assistance programs. Small projects do not receive encouragement.

The JVFF dealt with smaller projects not related solely to direct
foreign investment or export promotion. The joint or cooperative
venture activities supported by JVFF generally did not involve
large capital investments. Technology transfer was a major
component of many JVFF projects.

• JVFF research findings indicated that extensive outreach to U.S.
firms and entrepreneurs is esstential to promoting the venture
opportunities available in less developed countries. Based largely
on JVFF research, IESC developed Trade and Investment Services
Country Investment Programs to conduct trade and investment
programs for USAID Missions in over 18 countries in various
regions, including, Asia/Near East, Latin America/Caribbean and
Africa. These are comprehensive programs involving staffing in
both the U.S. and LDC. At present, 4 IESCffrade and Investment
Services Country Investment Programs are underway in Egypt,
Yemen, Belize, the Dominican Republic .TIS programs are scheduled
to begin in January 1988.Morocco and Guatemala. Two IESC/ Trade
and Investment Services(TIS) Country Investment Programs
(Belize and the Dominican Republic) administer JVFF-type client
reimbursement funds. These programs are designed to help both
U.S. and LDC firms prepare to participate in the emerging global
economy.

• IESC Trade and Investment Services has also developed
complementary programming which provides U.S. networking
outreach to USAID Mission countries unable to afford full trade and
investment program staffing in both countries and/or client
reimbursement funds.

• One of the most limiting factors in administering the JVFF, and the
primary reason why IESC was unable to disburse all the
reimbursement grant funds available for the JVFF program,was the
inability to properly promote the program to U.S. businesses. The
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JVFF program would have benefited grealty if
promotional line item had been written into the
IESC TIS program proposals include line items
promotional staff and materials.

JVFF/12/29/88

a separte
budget. All new

for marketing and

JVFF staff firmly believes it would have been able to generate
more applications- and thus expend more JVFF funds - if IESC had
been able to more widely promoted the existence of the JVFF
Program. JVFF's limited promotion activities generated well over
500 inquiries; 296 applications were received by JVFF staff. These
inquiries were the result of only two press releases to appropriate
business news publications, two program development activities
and IESC Country Director promotion. This considerable response
indicates that a significant interest and desire existed for
assistance which could help reduce the costs/risks of early venture
exploration by SME's and entrepreneurs. Although the JVFF ceased
operating in September 1988, IESC is still receiving inquiries
about the JVFF at the rate of about 5 per week. Those inquiries
are now directed to the TIS Country Investment Programs in Belize
and the Dominican Republic where JVFF type funds are available.

A detailed report of the first year of the JVFF experience can be found
in the Appendix : JFVV Program Report 1985-1986 (February 1987).
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A. Qualifying JVFF Projects/A'!proving Assistance Grants

As proposed in the Business Plan, the JVFF provided client companies
access to partial reimbursement of early venture expenses that were
preapproved by the JVFF Review Committee.

Consistent with the IESC's requirement that a client contribute
significant monetary resources to a project in order to prove serious
commitment, clients were reimbursed only up to 50% of approved
project expenses (up to a total of $15,000 of JVFF funds). IESC required
that clients submit extensive expense documentation and a formal
report of project activities and findings before reimbursements were
made. This stipulation enabled JVFF staff to check progress toward
venture agreements at various stages of the venture development
process.

The JVFF funding supported a number of early venture activities.

The types of activities/expense normally approved by the JVFF Review
Committee included:

1) Partner search activities, (travel, per diem expenses)

2) Feasibility studies and market research studies (including IESC
ABLE research studies, outside consultants)

3) IESC Volunteer Executive Technical Assistance projects

4) Other pre-approved activities (communications, legal,
accounting and ground expenses) required in the initial stages of
new venture explorations.
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The JVFF required applicants to complete a relatively detailed
application form. The application required :

• bank and business or professional references,
• a detailed business plan for the proposed venture project,
• background information about the applicant,his/her firm,his/her

potential partner (if identified), any consultants requested.
• a schedule of tasks and
• a detailed estimate of anticipated costs for which funding was

requested. (Sample application included in next section).

JVFF staff, in reviewing applications for JVFF funds conducted a basic
evaluation of project viability. Review Committee consensus for
approval of JVFF funding was reached based on evaluations of business
plans and background information supplied by the applicant. The
Review Committee was not structured to carry-out an in-depth
technical analysis of project plans. A client's willingness to support half
the costs of the project under review, a projects potential for advancing
AID objectives i.e.

• Increased SME investment in LDC
• Increased U.S. technology and skill transfer
• Increased non-traditional exports
• coordination of IESC/AID resources

and the JVFF Review Committee's assessment of all expenses anticipated
were judged fair tests of serious intent and sufficient to warrant
approval of grant funds under the JVFF guidelines. The JVFF staff
determined after a number of months experience with JVFF clients,
that the most productive use of JVFF funding was for travel costs and
market research. These costs generally covered expenses of incurred
by the U.S. applicant to search for or meet identified partner or
government officials, seek sites and or facilities, locate raw materials
and labor forces, conduct feasibility studies, seek local financing and or
negotiate the deal.
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Often the services of consultants were requested. Depending on the size
and sophistication of the project, the JVFF Review committee would
approve the reimbursement of consultant costs of up to $250 a day for
5-30 days.

As documented in the JVFF Program Report - February 1987- (see
Appendix), a substantial number of CBI country firms' requests for
JVFF assistance originated with the lESC Country Directors. These
applicants requested assistance in identifying potential partners. CBI
country applicants requesting assistance in partner searches were
offered JVFF funds to cover half the costs of IESC ABLE reseach studies
to assist with potential partner searches in the V.S. As a result of the
need identified by JVFF experience, ABLE research studies are now
being offered to V.S, firms seeking partners in LDCs. Many V.S.
entreprenuers or firms were able to present applications that identified
potential partners. These partners were generally business
acquaintances or partners identified as the result of previous business
activity in or knowledge of that country or region. In many cases,
however, V.S. applicants were provided with assistance in locating
potential partners through local VSAID Missions or other AID funded
private sector institutions.
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B. Tracking JVFF Pro,jects . Statistics/Forms

During the 37 months of the JVFF, over 500 inquiries regarding
program funding were processed. JVFF staff reviewed and processed
296 applications and approved 155 projects for JVFF funding
contributions. A total of 102 projects actually received JVFF
reimbursement funds.

1. Projects

Approved JVFF projects were tracked relative to:

a) Business Sector ( Agribusiness, Light industry, heavy industry,
Mariculture, Processed foods)

b ) Type of Project

c) U.S. Partner

d) CBI Partner

e Source of application initiation: Referred byIESC Country
DirectorlU .S. govt. agency /other

f) Project Status : completed, venture reached, cancelled

g) Utilization of IESC resources - Le. ABLE research studies,
Volunteer Executives.

h) Approved JVFF 50% funding

i) Funds Paid out to client

j>. Amount of approved funding unspent

k) Amount of approved funding returned to general fund

A full statistical report IS included in the Appendix.
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2. Forms

The following forms were developed by lESe to track each project
application and include:

1) JVFF application form

2) Review committee forms:
Project evaluation
Project/.funding approval notice to client

3) Reimbursement forms

4) Project summary sheet

1 5



INTERNATIONAL EXECUTIVE SERVICE CORPS
8 STAMFORD FORUM, STAMFORD. CONNECTICUT
(203) 967·6000 CABLE EXECORPS

MAILING ADDRESS; P. O. BOX 10005
STAMFORD. CONNECTICUT 069(M.2Q

lEse'S LIMITATIONS IN ASSISTING YOUR COMPANY

Please read carefully the following terms and conditions.

Accepting the
indicates your
agree, please
representative
volunteers.

enclosed materials or volunteer assistaDc~

agreement to these conditions. If you do not
return enclosed materials to lEse and contact OUI
to review the expected efforts of lESe staff 01

.~.

IEse's trade and investment services provide general information,
including the identifica~ion of companies that might act in
partnership or other cooperative relations. Through its unique
networks, lESe can collect and report to clients a wide variety
of information and comments. lESe is not involved in detailed
feasibility work nor does it act as professional counsel for
clients. Accordingly, lESe cannot take responsibility for the
completeness of information or advice provided to client~ uor how
the information is used. Since lEse acts as an information
gatherer and limited technical advisor., the responsibility for
the ultimate viability of a partnership, contract, or other
arrangement belongs sol~ly to the operating partners.

lEse will make its best efforts to report information and provide
comments as they are developed. This information and advice is
provided only as a background for the client for their own
partiCUlar business plan and decision making. lEse strives for
accurate, complete reporting, but it cannot guarantee the
accuracy or completeness of the information provided to clients.
In all cases, clients should conduct their own investigation and
analyses of information and options, and shall excercise their
own judgment to evaluate a pctential business partner or venture.

\,/
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IESC VENTURE ASSISTANCE FUND
IESC Trade & Investment Services

APPLICATION

Name: Requesting Organization/
Intermediary:

. , , :

Telex Address:~. ~__~

Telephone: ~.~. ._._

Principal Officers:

Office Address and Country: . ,

., ,

• I •• r . ,

PARTNER A (HOST COUNTRY) PARTNER B (U.S.)

Name : ..... ....-
, ;

Name:...-.._------------
Office Address
and Country ~ __

Office Address
and country....__""-.......---'"-------

•• s e , , , c

Telex Addressl__~ _ Telex Address: ~

Telephone s..., _._ ...... _

Principal Officers

Telephonel__. ,._'_._- . ~'_.

principal Officers

Name: Title: Names Title:

s ,

, , .. $ :
, _ , . .

LEGAL FORM OF ORGANIZATION (Corporation, Partnership, etc.)

JIi!I!I!!i!!!I!I!~-------~~II!I!!!I!!II~-----.\'"'PARTNER A PARTNERB'



PRINCIPAL BUSINESS: Products and Services (Manufacturer,
wholesaler, retailer, contractor, etc.)

PARTNER A (HOST COUNTRY) PARTNER B (U.S.)

Annual Sales Volume in
U. S. $ _

Annual Sales Volume in
U• S. $.--..... _

Year established Year established------------
Number of employees~. _ Number of employees __

Foreign licensing agreements, if any. Products included.

. - :

Location of manufacturing plants

Location of branch sales offices/subsidiaries

BANK REFERENCES

COUNTRY)PARTNER A (HOST
Bank--:--------------Te1ephone ._-__.__.__~.'~_

Account #
Account N-a-m-e---------

PARNTER B (U.S.)
Bank
Te1e'-p-:"'h...o-n-e-----------------
Account #
Account N'-am-e----~------

BUSINESS REFERENCES

PARTNER A (HOST COUNTRY)
Name-------------_......---.
Address _

PARTNER B (U.S.)
Name
Addr·-e...s...s--..................---.......--.-.-,-.--.-,-,-

, ..
; . ;

Telephone: :.-:-"T------........----'----Relationship~, ~

Telephone
Relations~h~i...p-------------



---------II!!RE~Q~UiI!!!!E!I!I!!SI!!T-Fi!!!IOR~A!fIIS...~~~----------

I. BUSINESS PLAN: Please attach a concise business plan for
the overall project or venture.

II. BACKGROUND INFORMATION: (attach additional pages if necessary)
1. Explain: Purpose of request. Expected use of program fuzK

(Attach: Supporting background information such as
research studies/surveys pertinent to project feasibility.

III. FUNDING REQUEST

1. On separate sheet, present in a clear format a~

detailed list of the specific costs for which funds
are requested.
a.) Specify cost categories (i.e. travel, per diem,

ground costs, consultants,etc.)
b.) For travel costs, describe purpose of trip, person

travelling, travel dates.
c.) For consultants, show daily pay rate, estimated

number of work days.
d.) Calculate costs in each category.
e.) Calculate total project costs

IV. PROJECT TIMING
Present an approximate calendar for the steps planned in­
this project's development.



I."

SUMMARY SHEET

1. Summarize the overall purpose of this project.

2. Explain the importance of the lESe funding request.

3. Detail the following:
a) Specific purpose of proposed trip (s).



I

b) Specific tasks for which funding is requested.

c) Roles of consultants (state names, at what rate they wilJ
compensated and by whom. Attach resumes of all
consultants.)

4. Describe the roles of the potential partners.

a) What will each partner contribute to the
project?

b) What will be the involvement of each partner in an on­
going venture?



-_._. -----------

5. What type of on-going venture is expected to result betwEH
the partners?

6. What socio-economic benefits will the proposed venture
provide to the host country?

,......

7~ Estimate the number of jobs this project is expected
to create.



COUNTRY

u.s. A.I.D. PER DIEM ALLOWANCES
(as of November 1, 1987)

.... ... ,. RATE. & , , MONTHS

LA ROMANA

BARBADOS

ANTIGUA

BELIZE
BRITISH VIRGIN ISLANDS

4/16 - 12/14

5/1 - 11/30
12/1 - 4/30

5/ 1 - 12/14
12/15 - 4/30
5/ 1 - 11/30

12/ 1 - 4/40
5/ 1 - 12/14

12/15 - 4/30

4/16 - 12/14
12/15 - 4/15·

4/16 - 12/14
12/15 - 4/15

5 /1 - 11/30
12 /1 - 4/30
4 /16 - 12/14
12/15 - 4/15

5 /1 - 11/30
12/ 1 - 4/30

88
45

86
73

86
92

125
132
172
100
120
150
190

89
200

78
85
54
77
39

121
150

154
207
120
193

88
79
92
82
87

KINGSTON
MONTEGO BAY

SAN PEDRO SULA
TEGUCIGALPA

PORT AU PRINCE
CAP-HAITIEN

GUATEMALA CITY
OTHER

OTHER
SAN SALVADOR
OTHER

SANTO DOMINGO

MONTSERRAT

PANAMA

NASSAU, BAHAMAS

HONDURAS

JAMAICA

GUATEMALA

EL SALVADOR

GRENADA

COSTA RICA
DOMINICA
DOMINICAN REPUBLIC

• HAITI

PANAMA CITY 97
CANAL AREA 97·

t,. ST. CHRISTOPHER AND NEVIS 105
132

ST. LUCIA 92
114

SAINT MARTIN 139
208

ST. VINCENT & GRENADINES 123
143

TRINIDAD & TOBAGO TOBAGO 112
165

TRINIDAD 140

5/ 1 --11/30
12/ 1 - 4/30
5/ 1 - 11/30

12/ 1 - 4/30
51 1 - 12/14

12/15 - 4/30
5/ 1 - 11/30

12/ 1 - 4/30
4/16 - 12/15

12/16 - 4/15

U.S. VIRGIN ISLANDS

1.
~/



VENTURE ASSISTANCE FUND
IESC TRADE & INVESTMENT SERVICES

REIMBURSEMENT GUIDELINES
(as of March 30, 1986)

Reimbursements will be based on prescribed percentages of the
approved project costs subject to the following limitations and
guidelines:

AIR TRAVEL ANn TRANSPORTATION COSTS

1. a) The client is required to present for approval, an
itinerary for each planned international trip financed
by his grant. The itinerary should indicate the following:

Name of traveler(s)
Purpose of the trip
(contacts to be made-businesses,
individuals,association~)

Origin/destination
Dates of travel

The itinerary must be submitted to the FUND at least three
weeks prior to departure.

b) Air fares must be obtained at"the lowest possible
Air fares will be reduced to standard coach rates,
applicable. Adequate. documentation for all
transportation expenditures is required.

cost.
where

air

costs shall be.
all ground

Reasonably priced ground transportation
allowed. Adequate documentation of
transportation is required.

d) Per diem allowances are to be pro rated on the first . day
of. travel and the last day of travel. (See A.I.D. Handbook
22, page 9a47, section 155 for further details). In.
addition, per diem allowances are not available for
personal time spent during a trip (i.e. a_side trip to
see relatives, friends or to conduct personal business.)

c)

e) For further details regarding acceptable travel expenses
under A.I.D. funded projects, see the A.I.D. document
entitled Air Travel and Transportation, October 1984.

2. The client is required to present, for approval, an itinerary
for each planned trip within the U.S. financed by this grant.
(Use the same guidelines set forth above, la-e). .~



3. The Fund is not to be used to reimburse overhead costl
(i.e. office rents, secretarial services, equipment rental
etc.) incurred by the client, u.s. partner or foreign firm.

4. Generally, no expenses incurred by a client will be reimburse
prior to a formal written approval of the project and paymea
by the client of said expenses.

PER DIEM EXPENSES

1. All international per diem allowances are to be guided by th
rates set forth by the u. S. Department of State. T.b
allowances for foreign areas are stated in the Standardize
Regulations (Government Civilians, Foreign Areas). Thes
regulations, along with a rate schedule listing individua
per diem allowances by country are available, upon reques~

from the u. S. Department of State. Write to: SuperintendeD
of Documents, U. S. Government Printing Office, washington
DC 20402. A schedule of per diem rates for selected countrie
is included in this package.

2. Per diem allowances within the United
by A.I.D. Handbook 22 and the
therein. (See pages 9a49 through 9a60)
November 1985).

CONSULTING FEES

States will be, guide
standards set- fort
in A.I.D. Handbook 22

1. Independent conSUlting fees are permissible with the
following limitations:

a) The U. S. partner and foreign partner are precluded fra
charging consulting fees for themselves or' thei
employees. ConSUlting fees are to be charged ~

independent conSUltants working with, not for, the clien
(The independent consultant can not be: 1) employed b
either the client or partner or any of it
subsidiaries; 2) a shareholder of either the client a
.partner or- any of its -subsidiaries; 3) related to tb
client or partner in any way which might be considered a
a non-armslength relationship.)

b) The independent conSUlting fees should be charged at a
armslength rate, not to exceed a predetermined amount pe
day. The predetermined amount will be specified ~
writing by the Fund in its commitment letter.



c) The qualifications of any consultant involved with a Fu
project must be included as part of the documentation
the Application.

d) Proof of client payment to the independent consultant f
services rendered (invoice, cancelled check a
consultant's report) must be attached to client
invoice submitted to the Fund.

OVERALL GUIDELINES

1. All expenses submitted for reimbursement must be accompani:
by the appropriate documentation (i.e. airline tick
receipts, taxi receipts, credit card receipts, hotel bi.
etc.)

2. Requests for payment will not be processed unless a
appropriate documentation has been included.

3. Expense reimbursement usually takes between 6 to 8 we~

Please do not call regarding the status of your invoice. ~

questions regarding your invoice should be in writing al
should be submitted along with any appropriate addition
documentation.

A.I.D. REGULATIONS AND GUIDELINES

All projects receiving grant commitments from the lESe Ventul
Assistance Fund are sUbject to the regulations and guidelines 84
forth by the u.s. Agency for International Development {A.I.D,
It is the responsibility of the client to abide by these rall
and regulations.

If any statements made in this document conflict with regulatioJ
set forth by A.I.D., A.I.D. regulations will take precedence.



Reyiow Board IblgU!2D ti2bJl

Date. . _

Filled out by __

Board members present

Project# _

Proj. Name

Approval/Rejection Rationale

Ref checked? _

Category

Plan adequate? __

Total
Approved
Expense

TOTALS

Total
Contribution

I ill



y~ ~ Pre-Review Work~b~

Date. _

Filled out by

BADkLRoferQDoe Cb~

____Checked in-country

____Checked in U.S. by

Name

Acct~

Comments .

ProjectiJ

Proj. Name

Phone

Date

Reyiewer Commeuto/gueot1QRD about applicQ~1oR



INTERNATIONAL EXECUTIVE SERVICE CORPS
8 STAMFORD FORUM. STAMFORD. CONNECTICUT
TELEPHONE (203) 967-6000

TELEX 4750174 (INTEXUI)

FAX (203) 324-2531

MAILING ADDRESS POBOX 10005

STAMFORD, CONNECTICUT 06904·2005

Date _
Assistance Fund: _
Country:
Project #
Project Type:__

Client:

The lESe VENTURE ASSISTANCE FUND is pleased to inform you that
your application for funding has been approved. The expenses IESC
has committed to partially reimburse are based on your application.
The categories and amounts approved are detailed below.

CA1EGORY

TOTALS

TOTAL APPROVED
EXPENSES

(in U.S. $)

REIMBURSEMENT
COMMITMENT

(up to __%)

Please note the the Fund can reimburse expenses which were
incurred after ., which was the date we received
your funding application. In other words, we can reimburse
expenses incurred prior to your receipt of this letter subject to the
limits outlined above. Once expenses have been incurred, please

1



forward an invoice with all appropriate doumentation to the address
below. When submitting an invoice, include a detailed repon of
activities completed and results.
Approval is subject to AID and lESe Venture Assistance Fund
guidelines. In addition, note:

1. All expense reimbursements are subject to Fund approval.
2. All reimbursable expenses must be paid by the client prior

to submitting an invoice. Invoices must have back-up
receipts attached.

3. All invoices should include detailed explanations of each
expense in a clear format. (Suggested invoice format
attached.)

4. A current status report on the project must be included with
each invoice.

Please read carefully the attached Reimbursement and Per Diem
Guidelines. These guidelines are not intended to cover every
situation, nor are they to be considered binding on the lESe
Assistance Fund. All guidelines are subject to change. Oral
statements by Fund personnel will not be considered binding. Final
approval of all reimbursement requests remains with the Fund.

If you have any questions regarding the enclosed material, please
contact the Fund office.

As confirmation that you received this approval package and agree
to the conditions and limitations described herein, please sign below.
Keep a copy of this approval for your records and return pages 1 and
2 to:

lEse Venture Assistance Fund
440 Middlesex Road
Darien, CT 06820

Name: _

Title:
Signature : _
Date: _

Enclosures

2



INVOICE REVIEW
Reviewer:
Project Name:
Project and Invoice #
Date of Review:

ITEM
COSTS
CLAIMED

TOTAL
ALLOWABLE
EXPENSES

VAF
--_%



TO: Hobart Gardiner

RE: Venture Assistance Funds Client Invoice

FROM:

DATE:

Attached please find Invoice

covering expenses incurred under the

4/22/88

for Project



VENTURE ASSISTANCE FUND CLIENT INVOICE

Payable from which fund._-------

PROJECT AND INVOICE #:

TOTAL GRANT COMMITMENT (UP TO) $-------
PAYMENT TO DATE AS OF _______________.••••••.•• $---- __

BALANCE AVAILABLE••••••••••••••••••••••••••••••• $ __

TOTAL AMOUNT OF EXPENSES REPORTED ••••• $-------
ADJUSTMENTS •.••••••••••••••••••••••••• $ _

TOTAL AMOUNT SUBJECT TO REIMBURSEMENT.$ _

VAF SHARE = % = •••••••••••••••••••••••••••••• $ _

GRANT COMMITMENT REMAINING ••••••••••••••••••••••••••• $ _

PAYABLE TO:

SEND TO:



NOTICE OF COMPLETION OF IESC VENTURE ASSISTANCE FUNDING

DATE

PROJECT NAME AND #

COUNTRY

FUND

CLIENT

This is to inform you that the assistance grant commitment by
IESC for the above project has been terminated and that our
commitment to reimburse approved expenses is hereby ended.

TOTAL GRANT COMMITMENT....... $ _

AMOUNT PAID ••.•••••••••••••••• $ _

UNEXPENDED COMMITMENT ••••••••• $ __

The unexpended commitment, if any, is cancelled and is not
available for further use.

If you have not already done so, please submit a discussion of
the current status of your venture efforts and your expectations
for the future. Specific information on project outcome, the
impact of funds received, etc. is especially helpful. We welcome
any additional comments, suggestions, or ideas that you feel are
appropriate.



NOTICE OF VENTURE FUND ASSISTANCE PAYMENT

PROJECT #, NAME, FUND:

CLIENT:

Please find enclosed reimbursement from IESC for the prescribed
percent of your recent expenses. (See line F) Below we have
indicated the current status of your funding:

A. TOTAL GRANT COMMITMENT (UP TO) $-------
B. PAYMENT TO DATE NOT INCLUDING THIS CHECK •••••• $ _

C. YOUR EXPENSE REPORT AMOUNT •••••••••••••••••••• $ __

D. ADJUSTMENTS ••••••••••••••••••••••••••••••••••• $ __

E. TOTAL ALLOWABLE EXPENSES •••••••••••••••••••••• $ _

F. VAF SHARE ••• ( %) •••••••••••••••••••••••• $ __

G. COMMITMENT UNEXPENDED (A - B - F) ••••••••••••• $ _

ARE UNEXPENDED FUNDS AVAILABLE FOR FURTHER USE? ••••• YES I NO

Note that further use of unexpended funds is subject to any VAF
regulations, procedures, conditions or restrictions--including
line item limits noted in original approval letter. The
unexpended amount above does not reflect invoices that may have
been submitted but not yet processed.

cc: project file

" ,
,d_'J



REQUEST FOR VAF PAYMENT

Project #

Project name--------
Pay from which fund?----------
NAME OF REQUESTING ORGANIZATION _

VAF TOTAL GRANT COMMITMENT (UP TO) $ _

VAF PAYMENT TO DATE AS OF $ _

BALANCE AVAILABLE $ _

CLIENT INVOICE NUMBER DATE OF INVOICE _

TOTAL AMOUNT OF EXPENSES REPORTED $ _

ADJUSTMENTS PER VAF, IESC, OR
AID GUIDELINES/REGULATIONS

$-----­
$--------­
$-------

TOTAL AMOUNT SUBJECT TO REIMBURSEMENT

VAF SHARE = % =------
UNEXPENDED COMMITMENT

1ST REVIEW BY

2ND REVIEW BY -----------
FINAL SIGN OFF ----------

$------­
$-------
$ _

DATE

DATE _

DATE _
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C. Evaluation Criteria for JVFF Program

1.) Success/Failure of JVFF Program

In order to evaluate the relative success or failure of the JVFF Program
the JVFF staff was asked by AID to address the following questions :

Did the Program contribute to

• Increasedsmall and medium-sized busineess investment In

LAC?

• Facilitation of U.S. technology and skill transfer?

• Increased host country non-traditional exports?

• Improved coordination with Missions and IESC activities.

Involvement of IESC and Missions - use of IESC resources,
appliccations intitiatedby lESe country Director or Mission or
Missions supported associations

The JVFF staff tracked each project funded with respect to the above
criteria. Although each project was carefully followed and a full "jacket"
kept on file and constantly updated as information was received by
mail or telephone, it was impossible to calculate actual results until real
ventures were formed. As venture agreements began to occur, the JVFF
was able to accumlate evaluation data.

1 6
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2 Venture Agreement Profiles

As a result of the JVFF, clients report that 15 ventures have been
formed. It is anticipated that additional ventures will eventually result
as an outgrowth of the program. AID and IESC research states that it
normally takes from 18 months to 3 years for a new venture to form ­
from the idea stage to formal agreement.

The Project Agreement Profiles following this page will describe:

1) Projects and types of agreements reached as reported to the JVFF
staff by the client companies involved.

2) Time frame of JVFF involvement In venture( from application to
reimbursement)

3) The amount of JVFF funding reimbursed to clients;

4) Benefits to both U.S. and LDC (jobs created, technology/skills
transferred, traditional and non-traditional export activity

5) IESC or other assistance to the venture

6) The source of JVFF application initiation (Le. suggested by IESC CD,
AID,OPIC, etc.)

The JVFF budget did not permit on site verification by JVFF
staff of these reported venture agreements. In certain cases,
lESe eDs were able to visit or talk with local partners to
verify accuracy. Virtually all venture results were confirmed
solely by telephone or written contact with the client
companies.

17



JVFF/12/29/88

PROJECT AGREEMENT PROFILES

1. JOOS1 EL SALVADOR (Sawmill)

Applied:11/7/8S
Completed: 4/3/88

JVFF Reimbursement Funds: $9,908.18

Agreement:

50/50 equity sharing Joint venture formed between Huna Totem Corp.
( U.S.) and EI Pueblo de C.V.S.A.(EI Sal) establishing Salvador Alaskan
Lumber Co. 340 acres of land purchased at La Union.

Purpose: to create a market for non exportable Alaskan saw logs in EI
Salvador. The logs would be processed in EI Salvador into lumber for
local and export purposes.

BENEFITS: To EI Salvador

1) The import of raw materials for local construction and
manufacturing

2) Employment of estimated 60 + workers
3 ) Increased foreign exchange
4) U.S. investment in LAC small business

To U.S.

1) New market for unexportable logs
2) Importing low cost products necessary to Alaskan marketplace tn

empty container ships

Assistance: Travel and feasibility costs reimbursed

IESC/MISSION Involvement: Application for JVFF initiated and
facilitated by IESC CD.

18
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2. J0065 - DOMINICAN REPUBLIC (Silk Scarves)

Applied:12/85
Completed:6/87

JVFF Reimbursement Funds: $11,924.29

Agreement:

Joint venture formed between JBM Associates (U.S.)and AFORMERO (D.
R.).

Purpose: to create and produce hand-painted, high-quality silk scarves
of two sizes (43"x 43" and 12" x 60") for the Dominican Republic and
U.S. small-boutique and tourist markets. Project involved training and
employing wives and daughters of local sugar farmers and sugar
plantation cutters. This will be a multi partner venture with the
partners sharing equity on a percentage basis.

BENEFITS: To Dominican Republic

1) Increased employment by rural workers(est. at full capacity of
100+)

2) Increased foreign exchange
3) Development of pool of workers with marketable

skills
4) Access to U.S. markets
5) U.S. capital investment In D. R.

To U.S.

1) Increase in production capability and cost
reduction

2) New market in D.R.i.e Itourist trade;
additional distribution in U.S.

3) Additional sales staff required in U.S.( est. mm. 2+ additional sales
staff)

Assistance:Travel, feasibility and market studies, consultant expenses
reimbursed.

1 9
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3. J0067· MONTSERRAT (Shipbuilding)

Applied: 1/14/86
Completed: 10/23/86

JVFF Reimbursement Funds: $ 6,276.15

Agreement:

Joint venture formed "C-Ships Ltd." between Romeo Cipriani (U.S.) and
John Jarvis of Montserrat, a Montserrat boat builder and fisherman. 15%
of stock issued to Mr. Jarvis.

Purpose: C-Ships, Ltd. will manufacture luxury sailing yachts for
export; invigorate tourist trade through charter service/lease back
operation; initiate use of larger, safer fishing vessels on a lease-back
program in order to expand Montserrat fishing industry. Eventual
establishment of fish cannery. Last contact with client 3/88 through
Mr. William Horner, indicates Mr. Cipriani has built 3 fishing vessels and
is fishing to capacity, other boats under construction.

BENEFITS:

To Montserrat:

1) Safer, larger-capacity fishing vessels for increased production and
local employment (est. min. 10 + additional at capacity)

2) Technology transfer to local ship building enterprises
3) Increased foreign exchange through sale of fish inter-island ( no

estimates available as yet)
4) U.S. investment in LAC small business

To U.S.

1) Equipment exports - Engines, high- tech navigational equipment
bought from U.S. companies

Assistance: Travel and feasibility study costs reimbursed.

Application resulted from article prepared by IESC and
appearing in CHI Bulletin

20
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4. J0077· JAMAICA(Lawn mower repair parts)Applied:
1/4/86 Completed:l0/27/86

JVFF Reimbursement Funds: $2,215.28

Agreement:

Cooperative venture (production drawback agreement) between
Antistatic Industries, Inc.(U.S.) and Marzouca Group Limited (Jamaica)

Purpose: to produce lawn mower replacement parts for export to U.S.
from steel sheet goods sent to Jamaica.

BENEFITS:

To Jamaica:

1) Non-traditional export
2) Increased foreign exchange (no actual numbers available at last

contact)
3) Initial increase in full-time employment: 15 + jobs
4) Technology transfer(training from U.S. partner)
5) U.S. investment in LAC
6) Access to U.S. markets for exported goods

To U.S.

1) Export of unfinished (sheet metal goods) materials
2) Lower production costs
3) Increased foreign exchange anticipated within two years
4) Increased profits for U.S. company to expand its distribution and

consequent ability to hire more U.S. sales/distribution workers( no
est. available)

(Surprise benefit: While in Jamaica, U.S. client entered
separate negotiations with two factories to produce garments
for the computer industry.)

Assistance: Travel costs reimbursed.

Application resulted from IESC article appearing in CBI
Bulletin
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5. JOI02 - COSTA RICA -(Winter crops)

Applied:2/18/86
Completed: 10/18/86

JVFF Reimbursement Funds: $6,006.78

Agreement:

Agreement reached between Pacific Agricultural Labs (US) Mr. Eduardo
de la Espriella(CR).

Purpose: Land was purchased to grow strawberries for sale during
off-season in U.S. Project was enhanced by availability of in-country
financial assistance.

BENEFITS:

To Costa Rica:

1) U.S. investment in Costa Rica
2) Initial employment of estimated 25 - 50 full-time workers
3) Increased foreign exchange expected
4) Access to U.S. markets

To U.S.

1) Availability of off-season fruit
2) Increased market/distribution for U.S. company during off-season

which in turn means stability of U.S. jobs at end distribution point
where otherwise workers would be laid off until U.S. produce
ready for distribution.

Assistance: Travel and feasibility costs reimbursed.

Application facilitated by CCCA/ St. Lucia

22
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6. J0120 - NASSAU, BAHAMAS (Billboards)

Applied: 3/18/86
Completed:9/4/86

JVFF Reimbursement Funds: $2,350.00

Agreement:

U.S. client reported joint venture agreement between American Transit
Advertising and Mr. Michael Larrow to form Bahamian Media Network,
Ltd. for five year exclusive contract between BMN and Bahamian
Ministry.

Purpose: Establish transit and outdoor advertising agency. Contract
provIsIOns include minimum net advertising royalties to Bahamian
government of $1,000,000 per year over the life of the contract; export
of substantial new technology from U.S.; and comprehensive training
program leading to employment of 15-20 unskilled and low-skilled
Bahamians. Also, contract provides the BMN, Ltd. with financial
resources needed to initiate an island-wide 8-sheet outdoor advertising
operation. (estimated 10-20 new jobs).

BENEFITS:

To Bahamas:

1) U.S. investment
2) Transfer of technology and trammg
3) Increased employment(15-20)
4) Increased foreign exchange via U.S. advertisers (est$I,OOO,OOO per

annum x 5 years)

To U.S.

1) Export of equipment and technology
2) Revenues to U.S. company( percentage of advertising revenues)
3 ) Access to new market

Assistance: Travel and feasibility costs reimbursed.
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7. J0140· HONDURAS(Cucumbers)

Applied:4/29/86
Completed:ll/6/86

JVFF Reimbursement Funds: $1,879.90

Agreement:

Agreement signed between Trabart International and Fruta del Sol
(Honduras)

Purpose: to establish a cucumber pickling plant during(phase one) and a
cucumber extract plant for cosmetics during (phase two.)Trabart
reported 1/27/88 that the agreement called for a capital investment of
$950,000 financed through the World Bank.

BENEFITS:

To Honduras:

1) Broaden income base for large Honduran company
2) Increase employment: 10 + new employees; extend employment

of 100 + seasonal employees by one month.
3) Increase foreign exchange
4) Access to U.S. markets
5) Transfer of technology/training from U.S.
6) Foreign investment

To U.S.

1 ) Export of equipment and technology
2) Increased revenues for U.S. company
3) Depending on volume, increase in sales staff in U.S. (min. 2)

Assistance: Travel and feasibility study costs reimbursed.
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8. J0178- BELIZE-(Wood Prod ucts)Applied:817 /86 Completed:
9/16/87

JVFF Reimbursement Funds: $5,662.90

Agreement:

Agreement signed between American International Forest Products,
Ltd. and The Belize Timber Co.

Purpose: to produce wood veneer for the international market.
Machinery and equipment shipped to Belize
to a veneer mill established by partners.

BENEFITS:

To Belize:

1) Increased employment- estimated initial staff of
40 + new full-time employees(l1/87), increased to 80 + when
operating at full capacity.

2) Increase foreign exchange
3) New technology
4) Access to world markets
5) Non-traditional export

To U.S.

1) Increased production capacity/serve world market needs
2) Equipment sales and technology transfer
3) Increased profits for U.S. company

Assistance: Travel costs reimbursed.

Application facilitated by IESC Country Director

25



9. J0202
2/2/88

JVFF/12/29/88

HAITI (Handcrafts)Approved: 10/6/86 Completed:

JVFF Reimbursement Funds: $8,555.50

Agreement: Agreement reached between Intercorp(Haiti) and U.S.
Partner Alario and Associates.

Purpose: to produce artisan-type handcrafts such as tapestries, hand­
crafted furniture, cane work etc. in Haiti with the aim of hiring local
workers, including the handicapped. Current cottage industry work to
be converted into "atelier" "under one roof operation." As of 7/29/88,
actual production on hold due to political situation in Haiti. However,
arrangements have been made in Haiti to subcontract for
handwork(needlepoint, etc.) until actual factory operations can resume.
Arrangements made with North and South Carolina companies to
conduct training, supplied furniture and fabric to be finished in
Haitian atelier.

BENEFITS:* (Once production resumes)

To Haiti:

1) Training provided through factories in N.C. and S.C.
2) Increased foreign exchange
3) Increase in competency labor force/marketable skills
4) Increase in number of employees in the long-term( est. over 100

part and full-time)

To U.S.

1) Production drawback will increase capacity to meet market
demand in U.S. and Europe

2) Technology transfer
3 ) Increased sales
4) Increased foreign exchange for U.S. ( no est. available)
5) Increased employment for U.S. supplies/company(dependent on

volume of product available est. 2+ new jobs)

Assistance: Travel and consulting costs reimbursed.
Application facilitated by U.S. Department of Commerce in
Haiti
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10. J0212- HAITI- ELECTRO/MECH. ASSEMBLY

Applied:9/15/86
Completed:ll/88

JVFF Reimbursement Funds: $1,716.77

Agreement:

Mr. Jean Robert Argant (Haiti) and Mr. Henry Pinto, Jr.(U.S.) and the
Florida Purchasing agency to incorporate in Florida.

Purpose: to establish an electro-mechanical assembly plant In Haiti.

BENEFITS:

To Haiti:

1) Non-traditional export
2) Technology transfer
3) Increased employment and training(est. 75+ jobs at full production)
4) Increase in foreign exchange
5) Access to U.S. markets

To U.S.:

1) Increased production capability lower costs
2) Foreign exchange as part of production draw-back
3) Enable greater distribution and ability to take

advantage of increased sales opportunities

Assistance: Partners contracted with lESe for and ABLE feasibility
study in addition to JVFF funds for travel and per diem for partner
meetings.

Application facilitated by IESC Country Director.
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11. J0232- COSTA RICA- VEAL PRODUCTION

Applied: 12/15/86
Completed: 1/2/87

JVFF Reimbursement funds: $4,275

Agreement:

Agreement reached by FAR-GRO, with USDA approved Costa Rican
slaughter house.

Purpose: to slaughter, bone, vacuum package, box, freeze and ship
veal (bob)calves through Miami to U.S. markets. Originally project plan
included actual raising of veal and production and sale of milk replacer
(dried whole whey).
Costs of raising veal calves and importing dried milk products from U.S.
increased to the point of non-profitability.

BENEFITS:

To Costa Rica:

1) Increased employment (up to 30)
2) Increase foreign exchange (approximately $300M USD

in Year One.)
3) Technology transfer/veterinary supervision from U.S.

To U.S.:

1) Provide u.S. sales, distribution jobs (min. 15 jobs)
2) Increase profits
3) Increase availability of veal on world market

Assistance: Travel costs reimbursed.

Application facilitated by CCCA.
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12. J0242· COSTA RICA • CERAMIC SUBSTRATES

Applied:l/16/87
Completed 11/87

JVFF Reimbursement funds: $3,125.25

Agreement:

New U.S. owned company established (50% financing secured In Costa
Rica.

Purpose: Company will export raw materials from U.S. and produce
high-tech ceramic substrates. U.S. market for the product is about $200
million per year. Basically only two manufacturing plants in U.S.
producing for end user. The rest of the demand is met by imports to
U.S. from South East Asia and by U.S. companies manufacturing for use
in their own products. These applicants were referred to IESC by U.S.
Embassy in Costa Rica.

BENEFITS:

To Costa Rica:

1) Non-traditional export
2) Estimated new employment in year one: 30+ full-time
3) Increased foreign exchange from value-added and spin-off

benefits.
4) Technology transfer/management expertise

To U.S.:

1) $1 million worth of machinery exported from U.S.
2) Raw materials exported from U.S.
3) Technology and training exported from U.S.
4) Production drawback will decrease amount of product

currently imported from Asia where no apparent benefit IS

obtained by U.S. and CBI
5) MeetU.S. demand

Assistance: Travel and consulting costs reimbursed.

Application facilitated by U.S. Embassy contact.

29



JVFF/12/29/88

13. J0270 - GUATEMALA- GARMENTS

JVFF Reimbursement funds- $1,575.50

Agreement:

Simple sales agreement reach between Comercial VR and several
companies in Guatemala and EI Salvador while continuing to reach 807
agreements with U.S. companies. Have had promising contact with U.S.
company representative in Guatemala who is interested in drawback
with Comercial YR.

BENEFITS:

To Guatemala:
1) Increase in foreign exchange (no estimate at this time as shipping

just began in Nov. 1988 for first exports to EI Salvador.

2) If drawback agreement with U.S. goes forward as anticipated ­
will have to increase employees - est. is 5-10 first year.

To U.S.

1) Fill U.S. demand for lower costs in production but will have value
added elements.

2) Theoretically, increase profits and need for new employees in
U.S. if successful on large scale. (no estimates available as this
is still in initial phases)

Assistance: Travel costs reimbursed.

Application facilitated by IESC CD.
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14. J0273 - HONDURAS - FURNITURE PARTS -

Applied: 9/20/87
Completed: 4/25/88

JVFF Reimbursement Funds: $ 2,621.50

Agreement:
Between NACO, Inc. (U.S.) and local partner/investor.

Purpose: NACO, Inc. to manufacture wooden chairs. U.S. partner
(NACO) to supply machinery and equipment used in manufacturing
process. Labor and raw materials to be supplied in Honduras. NACO
client reported (4/88) that plant site was purchased. Machinery and
technical expertise shipped to Honduras to begin plant operations end of
summer 1988.

BENEFITS:

To Honduras:

1) Increase employment and training( est. up to 30 jobs)
2) Foreign investment in Honduras.
3) Access to U.S. markets for Honduran product

To U.S.:

1 ) Technology transfer
2) Export of U.S. machinery
3) Increased production capability/increased sales
4 Depending on volume, est. 5-10 new jobs.

Assistance: Travel costs reimbursed.
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15. J0287 - WOOD BLOCKS-BELIZE

Applied:12/30/87
Completed: 6/14/88

JVFF Reimbursement Funds: $1021.23

Agreement:

Agreement reached by Ames Corporation with Joe Loscot, owner of New
River Enterprises (saw mill) in Belize.

Purpose: to sell Ames discarded board feet of exotic woods Irough
milled and returned to U.S. for finishing as decorative wooden plaques
for trophies, etc. Estimated 1/2 million board feet will used in year one
(estimated minimum 30 new jobs) and $1 millions worth purchased
year 3. In third year the number of jobs produced in Belize should
exceed 100.

BENEFITS:

To Belize:

1) Increased employment by over 100 (new jobs) by
year three.

2) Increased foreign exchange
3) Income from sale of formerly discarded materials

Surprise benefit: Belizean partner
milling equipment to meet contracts.
his operation to production of other
possibly "knock-down" furniture for
market and U.S.

To U.S.:

invested $1,000,000 in
Has decided to expand

finished wood products ­
export to Latin American

1) Supply of raw material (at low cost )not available
in U.S.

2) Increased U.S. employment (milling/sales)-est. 5 jobs
3) Increase in sales dollars for U.S. company.

Assistance: Travel costs reimbursed.
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III. STATISTICAL DETAIL

A. Project Funding Summary -

8. Charts
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I JVFF FUND SUMMARY

$739,267.00 JVFF LETTER OF CREDIT INCLUDING $300M EXTENSION
Less $249,518.00 JVFFOPERATINGBUDGET

$489,749.00 AVAIlABLE TO FUND PROJECTS

$489,749.00 FUNDS AVAILABLE
Less $356,008.68 FUNDS PAID OUT FOR JVFF CUENT PROJECTS

$133,740.32 FUNDS REMAINING/RETURNED TO GENERAL FUND



IKEY TO FOLLOWING STATISTICAL CHART:
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VE
L
A
F
D
C
M

LCL CONS
U.S. CONS
LCL REF
U.S. REF
CD

IESC VOLUNTEER EXECUTIVE TECHNICAL ASSISTANCE PROJECT
LEGAL ASSISTANCE
IESC ABLE RESEARCH STUDY
FEASIBILITY STUDY
IESC VOLUNTEER EXECUTIVE DIAGNOSTIC PROJECT
CONSULTANT
MARKET STUDY

LOC CONSULTANT
U.S. CONSULTANT
LOG REFERRAL
U.S. REFERRAL
IESC COUNTRY DIRECTOR



JVFF STATISTICAL DETAILS 1985-1988

APPROVED PAID-OUT RETURNED
PROJECT SECTOR PROJECT TYPE US PARTNER CBI PARTNER FUNDING USED APPLICATION FINAL JVFF 50% JVFF TO GENERAL
NUMBER FOR SOURCED BY STATUS FUNDING FUNDS FUND

J0011-HA PROC. FOODS FISH MEAUSTUDY UNKNOWN

J0005-ES PROC. FOODS NOODLES

J0004-ES PROC. FOODS GOOSE PROD.

BROCHAS Y PINCELES A,T,VE

$11,809.42

$10,000.00

$10,000.00

$9,706.25

$3,439.75

$2,368.00

$8,770.00

$178.10

$11,000.00$0.00

$0.00

$560.25

$0.00

$932.00

CANCELLED $10,000.00 $0.00

COMPLETED $11,750.00 $2,043.75

COMPLETED $13,750.00 $1,940.58

COMPLETED $4,000.00

COMPLETED $3,300.00

CANCELLED $8,770.00

CANCELLED $10,000.00

CO

CD

LCUCONSULT COMPLETED $14,000.00 $13,821.90

CO

LCUCONSULT CANCELLED $11,000.00

CD

CD

CD

CD

T,M

A,T.

A,T

T,F

T,F

AVAZ

AGRJDSA

CONFIDENTIAL

OUINASA

FABRICALYA

TALLEZA T

MOLDEPLAST T

UNKNOWN

A. H. ENTERPRISES,MIAMI

TBI BY ABLE STUDY

SCHILTZ FOODS INC.! NO

OLIN CORP

O. KELERMAN (INVESTOR)

CAMLOCKlOIV EMPIRE PROD.

BEN G. INDUSTRIES

UNKNOWN

CHEMICALS

FIELD CROPS

BRUSHES

CUT FLOWERS

METAL MKTG

PLASTICS

J0001-ES AGRIBUS

J0002-ES LIGHT MFG

J0006-ES LIGHT MFG

J0007-ES LIGHT MFG

J0009-CR LIGHT MFG

J0010-DR AGRIBUS

J0035-HO PROC. FOODS HONEY PRODUCTS CC POLLEN CO

J0034-DR PROC. FOODS FROZ. COCONUT BASIC FOODS INTL I FLA

ELEC. ASSEMBLY MIDCONTINENTAL CONST.IKS DINA

METAL PRODUCTS SWIFTIEILA IMMECA

SPORTING GOODS SPORTS & LEISURE MARIA SELANO

$3,500.00

$2,500.00

$1,500.00

$0.00

$4,564.00

$3,000.00

$9,500.00

$961.00

$735.27

$4,443.40

$11,305.00

$2,900.00

$11,500.00

$10,000.00

$0.00

$0.00

$0.00

$0.00

$0.00

$314.73

$0.00

$650.00

$0.00

$0.00

$0.00

$961.00

CANCELLED $1,500.00

CANCELLED

CANCELLED $3,000.00

COMPLETED $1,050.00

COMPLETED $2,500.00

CANCELLED $9,500.00

COMPLETED $3,962.00 $3,962.70

CANCELLED $6,616.00 $2,052.00

COMPLETED $9,750.00 $5,306.60

CANCELLED $11,305.00

CANCELLED $3,550.00

CANCELLED $11,500.00

CANCELLED $10,000.00

CANCELLED $3,500.00

FIDE

FIDE

CD

CINDE

FIDE

FIDE

FIDE

CD

CO

CO

FIDE

CO

CINDE

CO

A,T

T,F

T,F

VE

T

T,F

T,F

T,F

A,T

A,T,VE

A,T,VE

TEXTILE MAY SA

ALFARERIA ARTISTICA

MAKOSA

MERCADIO SA

UNKNOWN

DITROSA

EMPRESSAS AGRIMAR A, T,D

EXPORTAOORA DE MIEL T

EMBOTELLADORA INT.

NONE

MCCORMICK

MARSHALLTOWN TROWEL CO PROMEDOCA

BASIC FOODS INTL IFLA

VENTURE CAPITAL uNKNOWN

NEW PRODLICT UNKNOWN

TABLE LAMPS IDENTIFIED BY ABLE

SPICES

PAPAYA/PAPAIN

ELECTRONICS/STOY N/A

METAL TOOLS

ORNAMENTAL PLTS VAUGHN JACKLIN CORP.

RUBBER PRODUCTS DURKEE ATWOOD

J0039-CR PROC. MFG

J0048-HO LIGHT MFG

J0038-HO LIGHT MFG

J0040-DR LIGHT MFG

J0047-HO LIGHTMFG

J0032-CR AGRIBUS

J0033-DR LIGHT MFG

J0031-GU LIGHT MFG

J0037-HO LIGHT MFG

J0036-HO LIGHT MFG

J0022-CR LIGHT MFG

J0029-ES AGRIBUS

J0049-HO PROC. FOODS FOOD PROC. UNKNOWN INVERSIONES AGROIND. A,F FIDE CANCELLED $6,000.00 $0.00 $6,000.00

\.,;~
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JVFF STATISTICAL DETAILS 1.985-1988

J0050-HO LIGHT MFG LUGGAGE UNKNOWN INDUSTRIAS GALA FIDE CANCELLED $2.500.00 $0.00 $2,500.00

J0052-GR LIGHT MFG CONTACT LENSES X-CEL CONTACTIGA

J0057BAR PROC.FooDS SPICES FIESTAFAMS

J0051-ES HEAVY INDUS. SAWMILL

J0062-DR AQUACULTURE SHRIMP

$3,191.62

$6,000.00

$6,772.52

$2,500.00

$5,766.35

$6,921.00

$11,000.00

$0.00

$0.00

$727.46

JV FORMED $13,100.00 $9.908.18

CANCELLED $2,500.00 $0.00

CANCELLED $7.500.00 $1,713.65

CANCELLED $7.75000 $629.00

IESC/CR

LCLICONSULT CANCELLED $6,000.00

LCLICONSULT CANCELLED $7,500.00

LCLICONSULT CANCELLED $11,000.00

CD

CD

CD

T,F

ORNAMENTALES D' HAl T,D,VE

IMEX T,VE,A

VICTORIA BOTTLING

EL PUEBLO SA

ST. GEO. MED SCHOOL T,F

UNKNOWN T,F

INVERSIONES ZETA T

HUNA TOTEM/ALASKA

IROQUOIS GROUP

SWIMSUITS GELFCO MFG

INDUST. PART MASSASOIT INVESTORS

ORNAMENTAL PLTS UNKNOWN

J0060-HA LIGHT MFG

J0056-CR SERVICE

J0059-HA AGRIBUS

J0065-DR LIGHT MFG SILK SCARVES JBM ASSOCIATES/NJ CAMPOS DE MOYA T,F,M,C LCLICONSULT JV FORMED $14.896.00 $11,924.29 $2.971.71

J0084-PA AQUACULTURE SHELLFISH/SEAFOOD KENNETH DERROUGHlTX

J0067·SL HEAVY INDUS SHIP BUILDING

J0070-CR PROC. FOODS PEANUT BUTTER

MEDICAL DEVICES HEALTHTEK INTL

$2,907.65

$595.53

$8,765.00

$3,539.10

$2,764.72

$10,510.00

$255.71

$5,000.00

$464.29

$0.00

$720.00

CANCELLED $5,000.00

COMPLETED

JVFORMED $9,164.00 $6,276.15

COMPLETED $3,000.00 $2,404.47

COMPLETED $14,645.00 $5,880.00

COMPLETED $10,500.00 $6,960.90

JV FORMED $5.000.00 $2,215.28

CANCELLED $10,510.00 $0.00CBIBLTN

CBIBLTN

CBIBLTN

CBIBLTN

CBPCICHI

CBIBLTN

CBIBLTN

CBIBLTN

T,F

T,F

T,F

T,F

T,F

T

AHI PLASTICS CARIB.

UNKNOWN

CANVERONERA DENATAT

CARIBBEAN SHIPPING

BRUCE PROCOPE

JARVIS

MARZOUCA GROUP

UNKNOWN

ANTISTATIC INDUSTRIES/NJ

CAREY-AGRIINC

C-SHIPS, INC.lGA

PHOENIX DIVERSIFIED/AZ

FAB_ STEEL PROD.

CATTLE FEED LOT

CITRUS PULP MORROW RANCH INC. ITX

BEEF PRODUCTION OFF SHORE PARTNERS LTO.

J0076-BE AGRIBUS

J0078-ES AGRIBUS

J0077·JA LIGHT MFG

J0090·CB LIGHT MFG

J0074·TR AGRIBUS

J0092-TR LIGHT MFG ETHANOL PLANT PAN AM ENERGY INTL RAMSARAN T CBPC/CHI COMPLETED $3,673.49 $3,673.49 $0.00

J0097·HA PROC. FOODS VEGETABLE OIL

TRANSNATIONAL CONT. T,VE

HAITIAN MARINE INDUS T,C

J0094·JA LIGHT MFG

J0098·JA LIGHT MFG

METAL FABRICATION N. FLORIDA SHIPPING

PSINTL

ELECTRON. ASSMBLY HARRIS CORP/ FL ELECTRONEXIFL VE

CD

CBIBLTN

CD

CANCELLED $3,000.00

CANCELLED $5,820.50

CANCELLED $4,250.00

$0.00

$693.50

$0.00

$3,000.00

$5,127.00

$4,250.00

JAMAICA TRANSFORM'S VE

CICCA ST.L,UC JV FORMED $10,000.00 $6,006.78

J0101·JA LIGHT MFG

J0102·SL AGRIBUS

ELEC. PRODUCTS

STRAWBERRIES

UNKNOWN

PACIFIC AGRICULTURAL LABS JORGE GONZALES T,F

CD COMPLETED $10,740.00 $1,590.90 $9,149.10

$3,993.22

J0103-DR HEAVY INDUS SILICA MINING UNKNOWN HUGO CRUZ &CO CD CANCELLED $4.700.00 $0.00 $4,700.00

J011 o-HO HEAVY INDUS STELL FOUNDRY

SOUTHWEST TECHNICAL PROD T. GETTES GRANT

SPORTS EQUIPMENT MARKWORT

GARMENTSIMACH'S KANSAI

$0.00

$0.00

$2,649.00

$3,500.00

$7,750.00

$611.36

$0.00

CANCELLED $7,750.00 $0.00

COMPLETED $8,500.00 $7,688.64

CANCELLED $3,500.00

COMPLETED $3,000.00 $3,000.00

COMPLETED $1.200.28 $1,200.28

COMPLETED $11,202.00 $8,353.00

CD

CD

CD

CD

CD

CBI BLTN

T,C

T

T,C

T,F

A,T,VE

A,VE,T

COMINA

MAQUINSAL

LOURDAN INTL

R.TlPPENHAUER

CARIFRAME LTO

PENN. ENGINEERING CORP

COLMER LABSINY

WOOD PRODUCTS CASA FERNANDEZ ENT.

DATA ENTRY

COSMETICS

J0111·JA SERVICE

J0109-ES LIGHT MFG

J0104·JA LIGHT MFG

J0107-HA LIGHT MFG

J0105-GR LIGHT MFG

--4'"
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JOl12-CR LIGHT MFG HOUSEWARES NORDIC WARE

JOl13-JA LIGHT MFG GARMENTS JANTZEN

JOl14-JA LIGHT MFG FURNITURE UNKNOWN

JOl15-JA HEAVY INDUS BOAT BUILDING CAPITAL MARINE

JOl17-CR LIGHT MFG CONTACT LENSES CALIFORNIA SOFT LENS

JOl18-NE SERVICE SPORTS MED,CTR THE BODY & SPORTS INC

J0120-CB SERVICE ADVERTISING AMERICAN TRANSIT ADV.

J0121·CR LIGHT MFG TORTILLA PANS IST&D RESEARCH

J0122·BE HEAVY INDUS DRAINAGE PETERSON DRAINAGE

J0122A·BE HEAVY INDUS IRRIGATION PETERSON DRAINAGE

J0124·HA LIGHT MFG GARMENTS UNKNOWN

J0125-HA HEAVY INDUS METAL HOUSING FUllERTON METAL

J0127·JA LIGHT MFG LlIGGAGE CHANGTEX TRADING CO

J0128·JA LIGHT MFG ELECTRONICS ASSEW UNKNOWN

J0130-JA LIGHT MFG PARACHUTES E·TRON

J0131-eR AGRIBUS COFFEE SEEDLINGS ICS(CONSULTANTS)

J0135-DR HEAVY INDUS MINING BILLINGS & ASSOC

J0137-CR LIGHT MFG LEATHER GOODS PERSONAL LEATHER DESIGN

J0138-JA SERVICE TOURIST PUBLlC'NS THE HILL RAG

J0139-HO AGRIBUS DAIRY CATTLE WIGGINS & CO

J0140·HO AGRIBUS CUCUMBERS JOHN AMICO & CO

J0142-eR LIGHT MFG TILES UNKNOWN

J0143·HO LIGHT MFG WOOD LAMINATES LILLY INDUSTRIES

J0153·HA LIGHT MFG TIFFANY LAMPS THOMAS INDUSTRIES

J0155·JA AQUACULTURE FISH FARM SEAGATE INTL

J0156·HA LIGHT MFG CERAMIC PROD CERAMIC NOVELTIES

J0157-BE LIGHT MFG WOOD DOORS GABI ASSOCATES

J0161·HO LIGHT MFG AUTO FILTERS PUROlATOR

J0162 SV LIGHT MFG GARMENTS M. LUSH

J0163·GU PROC. FOODS ROASTED CASHEWS EAGLE SNACKS

JVFF STATISTICAL DETAILS 1985-1988

ACEROS TECNICOS T

CM ASSOCIATES T

JAMAICA FURN.GUILD VE

RAYMAR FURNITURE T,C,F

LOURDAN INTL T,F

SIMEON DANIEL F

M. LARROW & ASSOC T,F

UNKNOWN T

ABRAM LOEWEN T,C,F

ABRAM LOEWEN T,C,F

RUSSO COMBETTE T,VE

CLOTURES D'HAlTI T

CARRY·ALLLUGGAGE T

CARIB. BASIN ELECTRON T,VE(x3)

MONTEGO MARINE T,C,VE

OUIRAZU T,M

MATERIAS PRIMAS T,C

MOURIER SA T,F

JOAN WILLIAMS ASSOC T,F

B. HENRIQUEZ Y ASSOC T,F

FRUTA DEL SOl C<X>P T,F

DANTE MARBLE T,F

PINCASA T,L

NAPEX T,L

JAMAICA BROILERS T,F

AGERICERAM T,F

AlliANCE FURNITURE T,C

UNKNOWN

PATRICE REDICK T

CAROHE SA T

CBPC/CHI COMPLETED $5,559.00 $3,560.40

CD COMPLETED $11,000.00 $4,740.41

CD COMPLETED $336.13 $336.13

CBI BLTN COMPLETED $3,680.00 $3,589.00

CD COMPLETED $6,800.00 $6,800.00

LCUCONSULT COMPLETED $10,000.00 $9,672.43

LCUCONSULT JV FORMED $2,350.00 $2,350.00

CINDE CANCELLED $538.00 $0.00

US/CONSULT COMPLETED $11,000,00 $11,000.00

US/CONSULT COMPLETED $2,050.00 $1,779.05

CD COMPLETED $10,000.00 $1,104.88

CD COMPLETED $7,000.00 $787.25

CD COMPLETED $2,700.00 $1,591.00

CD COMPLETED $9,500,00 $3,000.00

CD CANCELLED $7,330.00 $0.00

US/CONSULT COMPLETED $3,650,00 $3,650.00

IIDIIUS COMPLETED $3,900.00 $1,168.61

CINDE CANCELLED $750.00 $0.00

LCUCONSULT CANCELLED $3,000.00 $0.00

LCUCONSULT COMPLETED $9,825.00 $3,279.87

US/CONSULT JV FORMED $1,950.00 $1,879.90

CD CANCELLED $5,000.00 $0.00

CD CANCELLED $5,483.00 $0.00

CD CANCELLED $1,000.00 $783.08

CBI BLTN CANCELLED $2,275.00 $0.00

CD CANCELLED $6,925.00 $0.00

LCUCONSULT COMPLETED $5,970.00 $2,115.34

CD COMPLETED $9,630.00 $1,064,90

LCUCONSULT COMPLETED $1,280.00 $1,092.41

CD COMPLETED $3,000.00 $3,000.00

$1,998.60

$6,259.59

$0.00

$91.00

$0.00

$327.57

$0.00

$538.00

$6,077.87

$270.95

$8.89512

$6,212.75

$1,109.00

$6,500.00

$7,330.00

$0.00

$2.731.39

$750.00

$3,000.00

$6,545.13

$70.10

$5,000.00

$5,483.00

$216.92

$2,275.00

$6,925.00

$3,854.66

$8,545.10

$187.59

$0.00



JVFF STATISTICAL DETAILS 1985-1988

CONTINENTAL SHELF ASSOC. MCDOUGALL

SHAMROCK FOODS FINCA CUNTAN

LCLICONSULT CANCELLED $3,270.00J0164-SV AQUACULTURE KING CRAB

J0166-GR PROC. FOOD DAIRY PROD

J0169-BE AQUACULTURE CRAWFISH

J0171-GU AQUACULTURE FISH FARM

AMERICAN INTERNAX PLAN'G

BURKLYN FARMS

JAMES BAILEY

UNKNOWN

T,F

T,C,L

T,F

T,F

US REF

CD

CD

$0.00

COMPLETED $4,215.00 $4,215.00

COMPLETED $3,423.00 $1,773.61

COMPLETED $5.000.00 $1,420.10

$3,270.00

$0.00

$1,649.39

$3,579.90

J0178-BE LIGHT MFG WOOD PRODUCTS AMERICAN FOREST PROD UNKNOWN T CD JV FORMED $8,500.00 $5,662.90 $2,837.10

J0183-HO AQUACULTURE FISH FARM SWEETWATER FISH PROD CODINSA CD CANCELLED $9,900.00 $0.00 $9,900.00

J0187-JA PROC. FOODS CROP DRYING

J0185-DR LIGHT MFG MACHINE PARTS MIAMI ICE MACHINE

SOLAR MARKETING ASSOC

'OEMPRESAS PRODES' T,VE

NEW WORLD VENTURES T

CD

CBI BLTN

COMPLETED $4,802.50 $4,225.46

COMPLETED $6,505.00 $6,505.00

$577.04

$0.00

J0188-GU LIGHT MFG

J0191-ES AGRIBUS

RUBBER PROD

SNOW PEAS

COOP£R TIRE Co.

CAP CORP

DITROSA

ELSALVADORIA T

CD

CBIBLTN

CANCELLED $8,450.00

CANCELLED $5,668.00

$0.00

$0.00

$8,450.00

$5,668.00

J0192-BA PROC. FOODS FRUIT JUICE CONe. MOUNTAIN STATES EX-1M GOlDEN ARROW PROC. T,F

J0197-CR LIGHT MFG STONEWARE UNKNOWN INCESA A

CBI BLTN

CD

CANCELLED $4,759.00 $4,759.00

COMPLETED $1 ,650.00 $1,650.00

$0.00

$0.00

J022o-PA HEAVY INDUS CREOSOTE FACTORY A. NORTON

J0199-BH PROC. FOODS DAIRY PROD. SALES VENATACHALAM

MANUF. REP. H. PINTO

MACADEMIA NUTS NEWKIRK IMPORTS

$91.00

$0.00

$4,703.00

$1,098.00

$6,035.00

$4,303.25

$659.76

$2,944.50

$0.00

$1,180.00

$896.06

$0.00

$0.00

$0.00

$0.00

CANCELLED $1 ,180.00

CANCELLED $4,915.00 $611.75

JV FORMED $2,800.00 $2,140.24

CANCELLED $3,200.00 $2,303.94

CANCELLED $6,035.00

CO

LCUCONSULT COMPLETED $2,944.50

LCLlINV.CNCL CANCELLED $4,703.00

NlA LCL

CINDE

CO

CD

LCLICONSULT COMPLETED $1,589.00 $1,498.00

LCUINV.C'NCL COMPLETED $7,641.00 $7,641.00

D.O.C.HAITI JV FORMED $9,430.50 $9,430.50

US/CONSULT CANCELLED $9,379.50 $8,281.50

T

T,M

T,C

T

T"F

T

HAITI MICROFILM

THERMOWALL

TULLOCK ESTATES

ATHAS.A.

J. L1AUTAUO

CAYE CHAPEL DEV. CORP T,F

UNKNOWN

E.BUFFONG

CAMPOS DE MOYA T

ASSEMBLY & MFG ENT. T

PROCINE PRODUCTIONS T

JUNG&CO.

AlARID & ASSOC

MIRAFLORES

OFFSHORE PARTNERS

MICHAEL ROWLAND

MEDREXLTD

ANIMATION

LIVESTOCK FEED

BEEFIPOULTRY

MICROFILM

FLOWERS

HANDICRAFTS

GRMTS/SWEATERS JBM ASSOCIATES

J0205-JA AGRIBUS

J0216-HA LIGHT MFG

J0218-BE AGRIBUS

J0212-HA SERVICE

J0210-DR LIGHT MFG

J0214-CR SERVICE

J0204-MT AGRIBUS

J0202-HA LIGHT MFG

J0201-PA AGRIBUS

J0223-HA LIGHT MFG FISHING LURES FED ARBOGAST J. L1ATAUD CD CANCELLED $3,450.00 $0.00 $3,450.00

J0224-JA PROC FOODS PRESERVES

J0225-CR LIGHT MFG

J0226-DR PROC FOOD

J0227-BA PROC FOOD

TELEPHONE MFR

TflOPICAL FRUIT

BAKING PLANT

BRASWELL'S FOODS

AM. ELECTRONIC & CD.MMUN

TERRA INTERNATIONAL

A. GILMORE

scon's PRESERVES

GENERAL HYBRID

OSCAR PENA

N/A

A, VE(2)

T,F

T,F

T,M

CO

CINDE

AIDIOR

AIDIBAR

COMPLETED $13,500.00 $10,957.50

CANCELLED $2,850.00 $0.00

CANCELLED $8,722.00 $4,390.87

JVFORMED $4,165.00 $3,131.40

$2,542.50

$2,850.00

$4,331.13

$1,033.60

J0230-DR AQUACULTURE SEAFOOD A.D. GARRISON WEST INDIES SEAFOOD T,F La. REF CANCELLED $2,600.00 $0.00 $2,600.00

J0231-DR LIGHT MFG CANVAS BAGS E. VANDERWAHL N/A T,F CONSULT COMPLETED $1,980.00 $1,980.00 $0.00

0'
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JVFF STATISTICAL DETAILS 1985-1988
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J0232-CR AGRIBUS VEAL FEED SAVGRO INC

J0235-HO AOUACULTURE SEAFOOD R.G. JUNG

J0236-GR SERVICE SHOPPING CENTER A. GOODWIN

J0238-TR SERVICE TELECOMMUNICAT'N R.N. KAUFMANN

J0240-HO LIGHT MFG FERTILIZER PLANT HONDURAGO

J0242-CR LIGHT MFG ELECTRON. ASSMBLY ALTEX CORP

J0246-SL PROC FOOO SPICES MCCORMICK

J0247-JA SERVICE DATA ENTRY ACCUDATA INC

J0248-DR AGRIBUS SWINE OFFSHORE PARTNERS

J0249-DR LIGHT MFG FISHING LURES T. DONLAN

J0250-HO LIGHT MFG WICKER FURN_ MERCOR TRADING GRP

J0251-BH LIGHT MFG WflE MFR BECMEN TRADING

J0254-GU LIGHT MFG WOOD PRODUCTS LASERCRAFT

J0255-GR SERVICE RETAIL SHOPS MACKENZIE & scon

J0256-CR LIGHT MFG FURNITURE CADE COMMUNICATIONS

J0257-HO CLIGHT MFG CRAFTS MAYAN PARTNERS

J0258.JA LIGHT MFG CHEMICALS FAIRBANKS CORP

J0259-DR PROC FOOO PRODUCE IRRAD. BURKLYN SCIENTIFIC LABS

J0261.JA LIGHT MFG ELECTRONICS ASEM HARRIS CORP/FL

J0262-HA LIGHT MFG BEVELED GLASS FEDERAL BEVEL CO.

J0266-CR SERVICE ANIMATION M. ROWLAND

J0267-OA LIGHT MFG SEWING SUPPLIES SIMON GREENSPAN

J0268-JA AGRIBUS HYDROPON. VEGS MEMPHIS MELON

J0269-GU AGRIBUS ANNATTO SEED PFIZER INTL

J027G-GU LIGHT MFG GARMENTS N/A

J0273-HO LIGHT MFG WOOD PRODUCTS NACO

J0275-BE AOUACULTURE SHRIMP WEST RIDGE MARICULTURE

J0277-BE LIGHT MFG FERTILIZER TENSAW, INC

J0278-JA PROC FOOO IRRADIATION ALPHA OMEGA TECH.

J0279-GUA LIGHT MFG FURNITURE LEE ANDERSON FURNITURE

JOSE IGNACIO

CARIBBEAN PRODUCTS

GEOFFREY THOMPSON

TEXTEL

FEPROEXA

N/A

RAMSIEUR ESTATES

COMPUTER PROX

INSPIUTO

J.GUZMAN

MEUBLES Y MEMBRES

FREEPORT POOT AUTH

FERNANDO SILVA

M.JALEEL

MADERO SA

HOREMAIN

CEKJAMAICA

INDOTEC

CARIB. BASIN ELECTA.

NAPEX

PROCINE PROD.

UNKNOWN

HYGROLTD

CARDEX

COMERCIAL V.A.

HONDURAS PLYWOOD

N/A

PROSSER FERTILIZER

JAMAICA BROILERS

BAREN COMERCIAL

T,F

T.F,C

T.F

T,F

T,C,F

T.C

T

T

T

T

T

T

T

T

T

T

T

T

T

T

T

T

T

T

T

T

T

T

T,C

T

C/CAA COMPLETED $4,275.00

LCUD.O.C. COMPLETED $8.311.00

AID/GR CANCELLED $4,083.00

AID/JAM COMPLETED $5.263.00

OPIC COMPLETED $2,436.00

US EMBASSY JV FORMED $3.726.00

LCL REF COMPLETED $2,155.00

LCL REF CANCELLED $834.00

US/CONSULT COMPLETED $10,521.00

LCUCONSULT CANCELLED $2,643.00

CD COMPLETED $1,645.00

LCL REF CANCELLED $6,571.00

CD CANCELLED $2,825.00

C/CCA COMPLETED $1,949.50

CBPC COMPLETED $1,671.50

LCL REF COMPLETED $2,235.00

CD CANCELLED $5,500.00

LCL REF COMPLETED $4,927.00

CD COMPLETED $6,500.00

CD COMPLETED $4,000.00

CINDE COMPLETED $5,734.50

CD COMPLETED $3,083.00

CBI BLTN COMPLETED $5,015.00

CD COMPLETED $7,969.00

CD COMPLETED $2,575.00

CD JV FORMED $5,262.50

CD COMPLETED $1,756.00

US REF COMPLETED $5,203.50

CD CANCELLED $7,247.50

CD COMPLETED $1,709.00

$4.275.00

$8,184.49

$0.00

$2,180.00

$2,436.00

$3,125.25

$1,877.43

$0.00

$7,116.50

$796.75

$693.35

$0.00

$0.00

$1,342.03

$957.78

$2,235.00

$0.00

$3,060.50

$5,107.00

$3,140.50

$4,670.50

$649.58

$0.00

$7,514.71

$836.15

$2,621.50

$1,053.50

$4,395.84

$5,739.74

$1,709.00

$0.00

$126.51

$4,083.00

$3.083.00

$0.00

$600.75

$277.57

$834.00

$3,404.50

$1,846.25

$951.65

$6,571.00

$2.825.00

$607.47

$713.72

$0.00

$5,500.00

$1,866.50

$1,393.00

$859.50

$1,064.00

$2,433.42

$5,015.00

$454.29

$1,738.85

$2,641.00

$702.50

$807.66

$1,507.76

$0.00
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JVFF STATISTICAL DETAILS 1985-1988

J0281-DR LIGHT MFG COCONUT CARBON N/A INDUST& MIN. CONSULT T,L AID COMPLETED $7,182.50 $5,595.80 $1,586.70

J0282-DR LIGHT MFG GARMENTS MEN'S APPAREL GROUP IMMOBILARIA THOMGIN T CD CANCELLED $3,602.50 $0.00 #REF!

J02B4-DR LIGHT MFG GARMENTS T. DONLAN JACINTO GUZMAN T CBPC/CHI COMPLETED $11,906.00 $4,401.80 #REF!

J0285-SV AQUACULTURE SEAFOOD COUNTERTRADE N/A T US REF CANCELLED $5,875.00 $0.00 #REF!

J0287-BE LIGHTMFG WOOO PRODUCTS JOHN AMES CORP JOE LOSCKOT T CD JVFORMED $1,084.00 $1,021.23 #REF!

J0292-GU AGRIBUS ASPARAGUS MURANAKA FARMSICA ESGUASA T CD COMPLETED $4,303.00 $1,239.74 #REF!

J0293-CR LIGHT MFG DOLL CLOTHING TOTSYCO UNKNOWN T US/CONULT COMPLETED $1.540.50 $1,540.50 $0.00

J0294-CR- AGRIBUS ASPARAGUS DOVE WALSH CO LA MESETA T CD COMPLETED $2,308.00 $1,111.57 #REF!

J0295-CR- PROC FOOO GLUCOSE DISTRIBUTION MGT. C.R. COCOA PROOUCTS T US/CONSULT COMPLETED $603.00 $603.00 $0.00

J0296-CR PROCFOOO PUMPKIN PUREE MID CONTINENT FOOO TECH EMPRESA LAB. DE FRUTA T US.CONSULT COMPLETED $603.00 $539.72 $22.28
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APPENDIX

I. International Joint and Coventures
(Galley copy - final book due in January 1989 from
publisher)

II. JVFF Program Report(1985.1986)
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International
Joint and Coventures.~,

International
Joint and Coventures

Improving Competitiveness
of u.s. 'and D~veloping

Country Enterprises

Improving Competitiveness
of U.S. and Developing
Country Enterprises

Harvey W. Wallender, ill
and Vincent Bozzone
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Foreword

Thonw~ S_ l ;m-ull
PrcsidL'ntc an<.J CEO of thL' llltcrnullunat E.\L'CUtl\-C SL'r\"icc Corps

We are entering an age in which foreign assistance must develop new ways of
helping the private enterprise sector of the third world gain access to resources,
technology. markets, financing and information networks. Our research shows
that developing new types of joint ventures and coventures may prove to be one
of the most effective mechanisms for this purpose. It becomes especially impor­
tant in the present environment which is overshadowed by the devastating effects
of the international debt crisis.

Within the United States, we are also concerned about our international com­
petitiveness. The small-and medium- size finn. on which we count so much for
labor generation and new technology, has virtually no understanding or capabil­
ity for international business expansion, Traditional ideas about direct foreign
investment and simple exporting practices are not helpful to United States indus­
try. Companies are unaware of offshore co-marketing agreements, co­
production. and technical assistance contracts represent viable mechanisms to
help penetrate heavily protected foreign markets.

The United States government and many intergovernmental agencies have
useful-programs that can help establish innovative types of joint ventures and
conventures; unfortunately. few U.S. or developing country firms know how to
exploit these resources. The following material was developed in a series of
extensive field programs of IESC and helps to point out why and how companies
can develop new ventures in developing countries.

The various cases and planning guides also point out opponunities forimprov­
ing our assistance efforts that are organized to stimulate more effective private
enterprises.

In the future. we hope that international business development will increas­
ingly be a major consideration for thesmaU-and medium· sized firm in the United
States. and that both developed and developing country enterprises can improve
competitiveness through cooperative ventures.

Author's Note

•
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A. THE REPORT

The primary objective of this report is to discuss how. and under what conditions,
\..i.S. small-to medium- sil.cd firms I:un I:untributc todeveluping country econom­
ics through joint venture and covcntun: business strategies. while simultaneously
enhancing the national and internatiunal competitive market positions of each
partner. We do this with a vic\\' to idt:ntifying points of possible inten'enuon for
urgaml.ations seeking to facilital~ the transfer ot" technology to lesser developed
countries (LDCs). the growth of teh LDC privllte sector. and the contribution of
private enterprise to LDC ccunumic dcvelopment goals.

This report is an outgrowth of a year-long pilot program -The Joint Venture
Feasibility Fund (JVFF)- which utilized the networks and clients of the Interna­
tional E;ecutive Sen'ice Corps lESe) and was funded by the United States
Agency for International Development (USAID). The JVFF was targeted toward
small ·and medium· sized enterpriscs (5MEs) and provided funds to encourage
venture development. Imponant information was gathered during the JVFF
program which contributes to the specific factors contributing to how and why
joint ventures andcoventurcs ultimatelv come about.

Review of existing business develupment literature for this repon provided
little in the way of previous studies or research concerning international joint
ventures or covemures invulving 5ME". Generall". research on international
business ventures was conductec.l with larger firms. which differ strikingly from
5MEs in their organizational and mann~emcnt characteristics. Thus. the ability to
generalize findings from prior research 10 this repon was extremely limited. In
order to explore the unique role of 5MEs in international business ventures. four
major streams of research were sdccted for review and analysis:

1. How do joint ventures or coventures enhance the competitive positions of
the respective firms;

2. How do SME organizational and management characteristics affect ven­
ture formation and development;

3. What role can SMEs play in third world economic development through
joint venture and coventure mechanisms; and

4. What development assistance strategies would be most effective for
increasing the number of cooperative ventures between SMEs in the deve­
loped and developing countries?

By focusing the research on the factors contributing to SME venture develop­
ment. this report is intended to address the literature gap regarding SMEs and to
determine what external environmental conditionsand factors in both developed
and developing countries encourage and/or discourage venture developmenL
Additionally. we were interested in what new or emerging fonns of joint ventures
and coventures would be the most successful and under what conditions; what
stages of the business venture development process are the most critical or prone
to breakdown: whether SMEs are viable panners for the venture development
process; and what can the public and privatc sectors do to strengthen this
process? .

To help fill the literature gap. data was also collected from several primary
sources. such as:
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:.,........
".:'!



-- "·_;-iii-ilii·;iiiiii;~
• Case sludies (84) of aelu"l n:l1lun:s involving developed :md developing

country SMEs throughout lhe world.

• Indepth interviews with SME executives experienced in forming and oper­
ating cooperative ventures between U.S. and LDC firms.

• Indepth interviews with busincss ac\'c1opmcnt professionals and interme­
diaries actively involved in the venture dcvdopment process,

• An extensive review of statistic:tl sources reporting on worldwide venture
acti\'in' in combination with OIilcr studies r.:poning statlslil::ai findings on
venture activity by major opcraung area and othcr crileria. (See Appendix
D)

• Questionnaires targeted to executives and dcvelopment professionals
which addressed the general pattcrn of n:ntun,' formation and develop­
ment. (See Appendices B und C),

B. THE PROGRAMA

A brief description of the program which was the basis for our research my help
illuminate this repon. The Joint Venture Feasibility Fund (JVFF) sought to pro­
mote business venture development between u.s. firms and firms in the
Caribbean-Central America region. It was but one program among many that
sought to bring private sector enterprise into the intemational trade and invest­
ment development process by encouraging individual firms of developed and
lesser developed countries to form mutually advantageous business
relationships.

The JVFF prOVided matching funds to suppon cenain business venture devel­
opment costs. including the research, travel, and consulting expenses necessary
for exploring the feasibility of a potential business venture. The JVFF was also
able to underwrite a portion oT those expenses incurred by an LDC firm for the
services of a retired industry expen provided by lESC. who could assist with
various aspects of the venture development process.

JVFF reimbursement of expenses for a venture development project could not
exceed $15.000. or one-half of $30,000. It was. therefore. unlikely that large firms
would devote the time and effort to develop a relatively small source of fmancing.
In keeping with this orientation to SMEs. JVFF clients were not required to spend
undue time and effort to prepare funding applications. submit invoices and
receipts, or provide discussions regarding thc status of their particular venture
development,

..

..~,! .

.".
<".
'~

-r... ,.,



C' • .. ~ s'••
Signilic<lnt guidance W<lS rcceivcu frum variuu:- l:SAlD profcssional staff in

W:.lshinglUl1. D.C. <lnd the C<lribbeall B'I:';IIII (l'llI ral Americ'l rq!ltm. These indi­
viduals. thuugh tOO numeruus to Jist. LUl1lnbuteu su bswnu<llh to a beller undcr·
standing of the joint vcnture and cu\ellturc dcvelopment process.

This rcpon also contains field rese<lrch contributions from Nida Backaitis.
Philip Barton. Mollv Hagebocck. and Ludwig Rudel. Other individu<lls contribut­
ing to the euiLOri:l1 and publil.::.lliull prULes:- ;Ire S.I1I~ Bu:-wdl. Liz" Fcyk. M<lrk
Pruett. Mary Gwen Wheeler. and Deborah Joyner.

C. A NOTE ON TERMINOLOGY

Terminology is imponant because we arc ultimatcly interested in using the
information and knowledge gained from this research to facilitate the real-world
venture development process. It is of the utmost imponance to understand the
differences among types of joint ventures and coventures and the business
considerations that favor one type over another.

.The term "joint venture" tends to be used as a generic label to refer to many
types of cooperative agreements between firms. Licensing agreements. fran­
chises, exclusive distributor arrangements, and even simple subcontracts. often
come under the "joint venture" label. For the purpose of this study. a clearer
distinction is necessary.

A joint venture is defined as one that embodies a separate legal entity jointly­
owned and managed by the venture panners. In a joint venture, panners may
gain ownership rights to each other's natural resources. plants. equipment, manu­
factured goods, or other resources.

All other types of non-equity-sharing cooperative relationships are defined
generically as coventures, or, specifically. as licensing agreements. contracts,
consonia, or other terms that more accurately describe the nature and legal
structure of these relationships. In a coventure. the panners do not gain direct
ownership rights to the resources.of the other and a separate legal entity is not
created. Co\'entures are usually formed to share knowledge or facilitate
transactions.
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Executive Summary
Strengthening private business activity for international competitiveness has
proven to be difficult and complex: traditional foreign trade and business invest·
m~nt concepts do not adt=quately addr~s the:-n~ ofd~'e1opingcountryor U.s.
businesses looking to explore or expand international business opponunities.
ASIli5IL1n~'~' ul'gunizutiulIs Llml gU\'L'''IIIl1~'IIIS m',,' ~'llllt'd~' Xt't'king IU'\\, nppronches
to stimwate business growth and cooperation between U.S. and developing
country enterprises.

Business enterprises operating within today's existing world economy have
limited access to technology, capital or markets through traditional debt financ­
ing and direct foreign investmenL The opponunity to stimulate industrial growth
through private sector cooperative ventures is increasingly imponant, but inhi­
bited by a number of factors which will be addressed in this reporL

The prevailing global debt and competitive business environment requires
more effective business venture collaboration that will create access to markets,
technology and finance for U.S. and LDC firms seeking to expand their interna·
tional business activities. New forms of joint ventures and coventures represent
an imponant business development strategy that can help both developing coun­
try and U.S. enterprises to expand their international business activities. There
appears to be a large pool of U.S. and developing country SMEs that can exploit
joint venture and coventure opponunities, but are constrained by limited man·
agement resources. ineffective information. and weak networks to consultants,
partners and technical assistance organizations which could link them to new
markets.

New methods for increasing the number of reasonable ideas for venture devel­
opment consideration and communicating these ideas to potential panners is an
obvious step toward increasing international venture development activities.
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A. GROWING ROLES OF SMALL·AND
MEDIUM·SIZE ENTERPRISES (SMEs)

Small- and medium-sized enterprises (SMEs) historically have been a mainstay of
the American economy. These enterprises generally can act quickly on a business
venture idea. are more flexible in their approach and implementation of an idea.
and have been the largest contributors to the employment growth of the United
States. The entrepreneurial drive inherent in U.S. 5MEs is a major factor in their
unparalleled economic SUCC~:iS. HO\\\,:n:r, despite the fact that SMEs could
become significant contnbutors to LDC economic development. they playa
minor role in business expansion in the developing world.

The distinguishing traits which lead SMEs to explore business ventures in LDCs
are not well known or understood: the venture development potential between
developed and developing country 5ME partners has only begun to be tapped. In
order to use the experience of SME joint ventures and coventures as effective
development tools. it is crucial to understand the international venture process
and how and why SMEs do or do not participate.

Mechanisms for assisting 5MEs with the formation of new venture strategies
should be keyed to the complete venture development process through which
companies move from an initial idea stage through the search for resources.
strategy development. feasibility studies. and project stan-up. At each stage of the
venture development process. however. potential venture panners can be dis­
tracted and discouraged from pushing forward through the time-consuming
steps that can lead to cooperative business ventures.

It is known that companies will move forward with new business ventures
when they are able to clearly perceive an opportunity which could reduce costs.
exploit new market niches. or generate new revenue from existing operations. A
variety of new venture development assistance programs have demonstrated
that 5MEs can develop international klusiness activities through jointventure and
coventure strategies and that this process can be accelerated through improved
assistance and network development.

In contrast to larger finns. SMEs lack many of the resources and abilities which
spur internationalization and help it succeed. CapitaL trained management, busi·
ness networks. and international experience are only a few of the typical assets
SMEs possess in very shon supply. For some. even the time and money required
to identify and meet potential foreign business panners can be a large enough
obstacle to effectively rule out such exploration.

In studying the international venture activities of SMEs. it was determined that
the majority of such ventures are unlikely to involve the creation of a traditional.
equity-sharing joint venture. Rather. most are likely to enter into coventures that
make use of the existing assets and abilities of the involved panners. while at the
same time ensuring the independence of each panner.
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B. PRINCIPLE STRATEGIES OF
COOPERATIVE BlJSINESS VENTURES

For the I"uljlo~e of this studv, joinl venturl:s and coventures can be further
analYlcd and defined in rduLion 10 Lhrl:l: muin sU'uLcgics: CosL rcuut,:Lion, product
and market differentiation, and surprise revenues,

Cost-reduction sm:m:gies n:fL'r tot hosl' ventures for which the driving
torce is cost reduction, such as lhl: search by a manufacturer of a labor­
intensive piece of furniture who seeks offshore assembly sites which can
provide a lower-cost foreign raw material source.

Product and market differntdatlon venture strategies are driven by a
finn's need to distinguish its products ormarkets from larger. more general
product classifications or market segments. In this instance. customers are
always interested in cost, but service. reliability, quality. and product adap­
tation are as imponant in building client and customer bases.

Surprise revenue venture strategies are those which are dictated by unex­
pected circumstances or opponunities. For example. a U.s. poultry opera­
tion may be quite successful in its current operation and not actively
seeking new business opponunities. On the other hand. a developing coun­
try poultry operation needs technical assistance for upgrading its facilities
and streamlining its operation and approaches the U.S. finn for such assist­
ance. For the U.S. operation, an opponunity arises to enter into a long-term
technical assistance agreement with the LDC firm from which both firms
will benefit.

New business ventures are undenaken when key manag~ment within a firm
makes the decision that a venture opponunity's benefits outweigh the risks.
Smaller firms typically do not follow a systematic approach to forming new
venture development strategies; generally they spend a considerable amount of
time muddling through the various planning stages. Often. the successful devel­
opment of a new venture depends on the vision of a senior manageror the skillful
assistance of an intermediary consultant or facilitating organization. Most impor­
tantly, a new business venture will usually only occur when an entrepreneur or
key company manager has a clear picture of the business expansion opponunity
and how the firm should approach its development. Generally speaking. a venture
opponunity must provide new economic ur competitive benefits for the SMEand
musl nol overly tax ils I'csourccs while the I"rujcct moves through the feasibility
and resource analysis siage to the subsL'quent stages of venture development.
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C. CHARACTERISTICS OF .-•.--- _. -------_-.--iiii·-.,--.,';a;j'..'•••7I111iCItli
NEW VENTURE DEVELOPMENT

The de\'c!opment of a ne..... business venture is a lengthy process. Development
time is dependent upon the risks involn:d. the n:nture experience of the firm, the
complexity of the venture project. and the availability of resources. Normally, the
venture development program must evolve through a number of stages before
the venture can begin.which can last am'where from 10 to 36 months. Things do
not happen quickly. as a rule.

U.S. SMEs seem adverse to venture development projects which involve signifi.
cant capital risks in a developing countrv. They are, however. open to innovative
n:ntun:s that expluit t1h:ir uwn lcdmulugy, management systems, or market
channels. while also offering promise of enhancmg their return on investment.

Successful joint ventures and coventures require good personal and business
relationships between the partners. Intermediaries who are knowledgable of both
panners and their capabilities. as well as the venture strategies most suitable for
their venture, can contribute greatly to the successful outcome of the venture
development process. Unfonunately. however. many firms are unwilling to pay
upfront for this type of intangible service because they do not understand the role
of the intermediary.intermediation fees are generally more closely tied to the
ultimate success of the venture.

D. CONTRAINTS ON
VENTURE DEVELOPMENT

Helping companies to quickly develop a credible approach to new venture devel·
opment appears to be a critical step in the venture development process. Many
business development assistance organizations lack the staff or industry·specific
suppon to assist in these imponant "packaging" steps. Existing private enterprise
assistance organizations are most effective when they provide highly·specific
linkage networks, credible access to partners, and steady venture development
follow·up pressure. New private sector institutions may require several years to
build up appropriate credibility and facility at program packaging and
networking.

Other constraints to venture development include:

• the inability of typical SMEs to identify and clarify potential venture oppor·
tunities or panners: and

• the fact that few initial venture development ideas reach the final stage of
success.

t·:. - ,

~~

••.....

,~
~,

~ .....
.'".,It

~...~ ...' ,



_·"'·....····~r ..·. . ..~*f..;
.

E. POSSIBLE TARCETS
FOR ASSISTANCE
Alarge number of venture development assistance oq~anizations are striving to
improve trade and investment linkages. especially through the creation of new
private sector organizations in the Third World. Such organizations must strive to
improve trade and investment linkages through assistance mechanisms. such as:

• providing funds 10 con:r partial costs of trawl and early planning efforts;

• providing search and contact networks which cncouragl: c<lrly personal
contact between potential partners;

• publishing and promoting new types of joint and coventure opportunities in
order to build confidence and positi\'e attitudes regarding venture develop.
,ment opportunities:

• encouraging closer cooperation between for·profit intermediaries and
volunteer assistance programs to help lowcr the cost of such assistance;

• developing U.S. outreach programs which qualify venture development
opportunities and technology issues which can be fed to developing
countries:

• developing investment promotion programs which not only focus on direct
foreign investment strategies, but also encourage a broader process of
attracting capital and technology.

• improving existing trade and investmentpromotion program ties to compli.
mentary technical assistance sources in order to improve capacity of devel.
oping country firms;

• improving support strategies in LDCs which also provide benefits to US.
enterprises and are not directly associated with u.s. loss of employment;

:rERML\1A ARCmvO L DISCO 242



....r-....
~ ... I •
". '.-

NIOBE A. SOTO PTEL
CONT. UBRO INGLES OCASIONES
ARCHIVO M DISCO Z4Z

• ~ncour;).gtng ~xisting export d~\"elopment programs to choose joint ven­
tures or convcntures as venture development options. which can provide
options for coping with limited local capacity for volume and quality of
manufacturing;

-to
• encouraging LDC outreach programs located in the U.S. or Europe to use·::

national industry networks and look to have U.S. programs generate "highly·
specific" venture development opportunities.

In summary. it was generally found that developed and developing country
SMEs can playa role in international economic development through various
types of joint venture and coventure mechanisms. However. the extent of panici·
pation in this type of venture development is significantly constrained and/or
limited by a number of factors which are not readily addressed in many develop­
ing countries. Usually venture development assistance programs fail to create
industry-specifil: networks that can help promote new linkages which are sup­
paned by practical technical assistance programs and which can help improve
developing country capacit~· and also fit the needs of developed country
enterprises.

FINAL CAPITULO DOS
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COMIENZA CAPITlJLO TRES

Historical Characteristics
of Joint Ventures
For the purposes of this report. it is important to be aware of and understand the
process of venture development -a series of more·or-Iess discrete stages through
which an idea or strategy evolves into a practical business arrangement.

The seemingly logical flow of an idea from initial idea to action is not character­
istic of SME behavior. Rather. the venture development process is intimately tied
to the specifics of an idea or proposal introduced to a finn. The discrete steps
involved in any SME venture development evolution do take place. but they do
not follow a consistent order when different venture situations are compared.
SMEs may move almost immediately from a rough idea about export marketing
to actual export, or they may spend time analyzing partners and markets before
beginning or increasing production. In general. SMEs tend to identify opponuni­
ties and act upon them as quickly as possible and with a minimum of planningand
analysis.

The definition of a joint venture used in this text is one in which panners form a
new entity to which each contributes equity in the form of capital and/or other
valuable resources, such as technology or equipment. Although the new entity is
jointly owned by the partners, it may not be jointly-managed. ownership may not
be divided equally. and more than two partners can be involved.

Acoventure, on the other hand. is the term used for all other types of coopera­
tive relationships. These may include exclusive distribution agreements,licensing
agreements for manufacturing technology, products or brand names. contracts
for joint research and development, subcontracts or drawback arrangements.
and similar types of contract-related business relationships.

With these distinctions in mind. it is easier to discuss the characteristics of joint
ventures and why they do or do not occur. the players involved, and the critical
environmental and firm-specific factors influencing their development.
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THE VENTURE DEVELOPMENT PROCESS

Although the process of venture de"e1opment can vary greatly from \'enture to
venture, there are a number of discrete stages that must occurplace and which
can be organized in a working model. These Stages include the following:

I, An idea is de"e1oped by an entrepn:neur or member of a firm (IDEA);

2, A preliminary exploration, review and project concept is established by the
potential partners or the venturer (RECONNAISSANCE and DEAL
PACKAGI~G);

3. A search is made for a list of potential partm:rs that meet the requirements
of the venturer (PARTNER SEARCH):

4, A detailed feasibility study is performed and an investment package or
business plan is developed in light of the interests and resources of the
potential partners (FEASIBIUTY);

5. Negotiation takes place between the potential partners (NEGOTIATION);
and.

6. Start-up of operations is begun to implement the joint venture or coventure
(START-UP).

7. On-going improvements in operations and the search for new growth
opportunities starts the cycle again (IDEAS).

The following diagram illustrates this process:

GENERAL MODEL OF VENTURE DEVELOPMENT

IDEA
RECONNAISSANCE
PREPLANNING &
DEAL PACKAGING

PARTNER &
RESOURCE
SEARCH

ONGOING
OPERATIONAL
IMPROVEMENTS

FEASIBIUTY
STUDIES

START·UP
NEGOTIATION
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B. JOINT VENTURES REPRESENT A
MAJOR CHANGE IN BUSINESS STRATEGY

Existing research. most of which involves the study of larger firms. supports the
idea that joint ventur.es are typically a "!nst resort" for firms unable to obtain the
resources or cooperation they require through less-difficult means. Joint ven­
tures are the least-preferred alternative compared to coventures or contractual
relationships, since they: impose more restrictions on the partners' freedom of
action;·are generally more expensive to form; require more commitment by the
partners; and involve a variety of problems inherent in joint management of a
co-owned company-disagreements over strategy, who has ultimate control over
the co-owned company, or reinvestment of earnings.

Harrigan (1985) concludes that joint ventures represent a key corporate stra­
tegic decision. Joint venture decisions are not taken lightly and generally require
extensive planning, feasibility studies, negotiations, assessment of legal and tax
implications. and more. The Conference Board study, "Joint Ventures with For­
eign Partners" (Bivens, 1966), reported that a firm's motivation for entering into a
joint venture was to acquire some skill or resource which it either lacked orcould
not afford to acquire through other means. Pfeffer and Nowak (1976) also con·
cluded that firms enter into joint ventures when they cannot afford to acquire the
resources and competencies they need on their own.

i \.J
\ \

C. JOINT VENTURES BRING
TOGETHER NEEDED RESOURCES

Firms generally enter into joint ventures to acquire advantages or resources they
cannot obtain otherwise. Decision makers are cautious or reluctant to consider
these arrangements because of their complexity and disadvantages. The old
saying, "A partnership is a marriage without love:' hints at some of these difficul·
ties. However. the number of joint venture formations in the United States has
been increasing recently, with many occurring between domestic corporations
(Harrigan. 1985).

For any business venture, particularly ajoint venture, the perceived benefitsof
the relationship must somehow outweigh the problems. For example, one stra·
tegic value of joint venture relationships is that they sometimes can give panners
the combined strengths necessal)' to cope with foreign competition. For some
firms. increased competitiveness and survival may be far more important than
the difficulty of meshing the distinct structures and systems of two or more
partners.
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D. BUSINESS EXECUTIVES ARE WARY OF
PARTICIPATION IN FOREIGN ENTERPRISES

U.S. business executives often dislike n:ntun: participation bv :1 foreign firm for
manv of the same reasons that host countries 1,1\ or it. Some ~f these r~asonsare:
authority is given to local entities, which ~t times may have different goals than
those of the U. S. firm: managerial freedom is n:stricted; and additional burden is
placed on tho;: company. Interestingly, L.S. flloms arc sometimes more or less
forced into joint venture arrangements because of the requirements and restric­
tions of the host government. A U.S. firm, for instance. may not be able to enter a
market or set up a manufacturing plant without meeting government require­
ments for local ownership of a business. locally-sourced content of the product.
or local management requirements. In business ventures between state enter­
prises and private corporations. host government officials may believe the advan­
·tages of such ventures outweigh the disadvantages: U.S. business executives, on
the other hand, may believe the exact opposite. having experienced a variety of
frustrations with host government business involvement (Raveed. 1980). Foreign
governments often prefer the control such ventures provide over economic
activity, yet it is precisely that bureaucratic intervention that business people
dislike so heartily, since they feel it creates enterprises that are excessively
restricted and controlled, over-politicized. and generally less effective and effi­
cient. In a convincing confirmation of this belief. the topic of divestment and
privatization of state-owned enterprises has received steadily-increasing atten­
tion in recent years as host country governments recognize the problems of such
government-run enterprises.

Government restrictions can cause difficulties in other areas as well. For
instance. a company with business act,ivities in Brazil would be required to fly any
air freight into Brazil on one carrier only-the Brazilian airline. Varig. Another
example of government restrictions is the fact that some countries make it very
difficult to bring in a ponable computer for personal or business usc.
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E. SMALL FIRMS ARE LESS LICELY
TO BECOME EQUITY JOINT VENTURE PARTNERS

The reasons for developing ajoint ventUJ'e found on the following chart arc based
on research gathered on larger corporations. Generally, SMEs du nut have the
same visibility, scale of operations. or concerns as their multinational counter·
parts. Neither do the" have the financial resources. access to information. northe
specialized international expertise and executive talent required to formulate and
manage joint venture entities.

This does not mean. however. that SMEs do nOI L'nter into joint \'cnt urcs: rather.
their objectives tend to be more specific or limited to the commercial advantages
or profits such a venture might produce. For example. being able to sell a
proprietary technology to a foreign entity would likely be of much greater interest
to a smaU firm than the opportunity to improve anti·foreign investment attitudes.
a typical concern for a large firm.

Because SMEs generaUy have limited capital or other resources to invest. they
are naturally concerned with the "up.front" costs of venture development such as
travel, feasibility studies. and consultant fees, They cannot afford extensive explo·
rations and panner searches and are concerned with how quickly a new venture
will become profitable.

Often. SMEs simply cannot afford the risks of a joint venture. The rationale for
trade and investment programs. such as The Joint Venture Feasibility Fund and
programs that suppon intermediary activities, are based on recognition of these
problems.
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WHY DEVELOP JOINT VENTURES?

The reasons generally presented for entering into international joint ventures include
the foUowing:

• To access a stable foreign source of raw materials.

• To enter into an attractive market that is legally-closed to wholly-owned
foreign companies or which is difficult to enter for other reasons.

• To spread availabe investment capital over more projectS. thereby lessening
overall risk.

• To pool skills and gain knowledge of local customs and business practices.

• To use outdated resources profitably.

• To sell know-how or other technology.

• To integrate and rationalize world-wide activities.

• To stimulate or increase the wonh of a stagnant organization (i.e., by introduc·
ing new blood, resources, or activities).

• To improve anti·foreign investment attitudes.
Rabuo:k .. Simmondl. 1973
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F. PATTERNS OF JOINT
VENTURE FORMATION

The research performed for this study confirms that the most successful cooper­
ative ventures are those which match different but have complementary resour­
ces and skills. However similarity between management styles. outlooks. and
control systems is an important ingredient for long-term success. The basis for a
cooperative venture can be described as the "resource fit". Complementarity
between the resources and skills of two firms will encourage cooperation
between them. (Harrigan. 1985) -.

PICTURE OF RESOURCE FIT
NEEDS FIRM A FIRM B
R
E
S
o
U
R
C
E
S

NEEDS RESOURCES NEEDS
.,

i1.

'-"..

.;
t

'or

-,

....



The fit between firms may be classified into broad categories on the basis of the
stages of production in which the partners cooperate. Horizontal cooperative
ventures are those is which partners engage in the same stages of production.
Vertical cooperative ventures are those in which each partner participates in a
different stage of production. The diagram on the following page has been
included to illustrate these concepts and the various stages of the product trans­
formation process.

1. The Horizontal Cooperative Venture
Partner firms which join forces in any single production stage form a horizontal
cooperative venture. For example. firms X and Yabove have formed a horizontal
cooperative venture by combining their retail outlets. Firms my also form horiz·
ontal cooperative ventures to lower costs through shared production or ware·
housing facilities. to combine marketing channels. to carry out 'cooperative
research and development. or to perform joint mining or excavation projects.
Firms may also use a horizontal cooperative venture to team up against a power­
ful competitor. Horizontal cooperative ventures to date have been prevalent in
the petrochemical. pharmaceutical. steel. and farm and industrial equipment
industries. in which attainment of scale economies and good market share have
been important competitive goals difficult to achieve independently. (Harrigan.
1985)

2. The Vertlc:al Cooperative Venture
Two or more firms cooperating in different stages of production, such as Firms A
and B on the preceding diagram. form a vertical coventure. Early studies of
international cooperative venture activity regarded cooperative ventures as a
means for developed country firms. to penetrate the markets of industrializing
countries (Bivens and Lovell. 1966). More recently, developing country firms have
used the international cooperative venture to penetrate the U.s. markeL In the 84
projects studied for this report. 67 percent of projects initiated in the Caribbean
Basin followed the latter strategy (see Appendix C).

International vertical cooperative ventures have also been undertaken for the
purpose of investment or the organization of financing from international sour­
ces. In addition. cooperative ventures have been used to transfer knowhow or
actual production facilities, to provide technical or management services. to
attain competences or resources lacked by one partner. to market products from
one country in another. or to establish a drawback operation. Firms have also
entered vertical cooperative ventures to decrease their dependency on particular
supplier or buyer firms (Harrigan, 1985).

In our sample of 84 projects. 7 percent or the cooperative ventures were
classified as horizontal. while 92 percent were termed vertical cooperative ven­
tures or coventures; 1 percent was "spiden'Jeb" or a combination of horizontal
and vertical. Joint venture and coventure strategies were used by Caribbean and
U.S. firms for different objectives. American partners used the cooperative ven·
ture process to access cheaper labor. less costly production facilities. or cheaper
sources of other inputs. Caribbean partners entered a cooperative venture in
order to gain access to technology and management skills and to penetrate the
U.S. market through the marketing and distribution channels of their u.s.
panners. Harrigan reported that the American managers participating in her
cooperative venture study concurred that market access is very important (ifnot
the single most important) resource that U.S. partners control in cooperative
venture negotiations. Technology was found to be almost as strong a motive for
cooperative venture formation.
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G. ATTITUDES OF SENIOR EXECUTIVES
ARE CRITICAL
While there may bc compelling busin..:ss reasuns fur LI firm tu intemi.ltiunalizc. it is
unlikcl\' to do so without the commitment uf senior executives. The influence
exerted by a senior executive is a signit Icant factor in internationalization.
according to those participating in our sun.'\. Sun.:\· results indicate a high lcvel
01 agreL'ment with th\.' st~I\\.·l1lcnt: OOA pnmar\ moti\'ation fur this venture was thc
leadership and commitment of a senior executivc," This finding tends to suppon
Ahroni's (t 9(6) contention that the most significant internal forcc for intcrnation­
alization in a domestically-oriented company is the leadership of a senior
executive.

H. JOINT VENTURES AIlE A RIStY BUSINESS

The extent to which ventures survive to fruition is central to the usefulness of
cooperative ventures as a vehicle for encouraging economic development. The
venture must last long enough to benefit the firms involved and to attain its goal.

According to estimates developed by McKinsey & Co.• history has been a hanh
judge of cooperative pannerships: only 1in 30 proved to be a long-term success as
an ongoing enterprise. As the diagram on the following page illustrates. the
percentage of cooperative venture ideas that actually develop into long-term
alliances is very small. (The estimated percentages of success and failure at each
stage of the venture process indicated in the diagram were developed by McKin·
sey & Co.. 1986). According to the McKinsey estimates. there is a 3 percent
probability that a venture will survive in the long-term once a formal agreement
has been signed. while 2 percent of all pannering concepts eventually blossom
into long-term successes.

Thinking of joint venture promotion. the McKinsey study would suggest a
range of 6.7 percent to 16.0 percent of all general project conceptS reach a formal
agreement. The Singapore promotion office can get 27 percent of all companies
contacted to visit Singapore and 4 percent to invest. (Organization of American
States. 1985).

I. COOPERATIVE VENTURES
TEND TO BE UNSTABLE

According to Harrigan (1986). The Conference Board Survey (1966). McKinsey &
Co. (1986), and our own survey of joint venture expens. several forces lead to the
erosion of cooperative alliances in the long-term. These forces include:

1. Uneven levels of commitment of the venture partnen.
Venture panners may develop uneven levels of commitment to the venture when
it is critical to the success of one company's business strategy. but peripheral to
the other company's, Even if panners enter the venture with the same level of
interest, it is rare that the same level of interest is maintained over time.

2. Changing strategic objectives
Joint venture panner firms have different motivations and face different situa­
tions in their business activities. Thus. the impanance of the venture for the
panner firms may change at varying rates. Additionally. one panner may find
that cooperation with the other slows his operations. OT both panneTS may find
that cooperation slows both down.
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3. Large/small firm mismatch
Decision-making c:lpabilitics. risk·tak ing propensitics. and thc scope of organiza.
tional resources that each partncr is required to de\'ote to the success of a venture
differ between small and large firms. Large firms haye access to outsidc consul·
tants. market research department" s\stvmali..: screening processes. or aca­
demic ties. Small firms. on the other hand. operate on a different frequency. It is
often the case that onc or two managers (or owners) carry out the functions
allocated to several departments of larger organization.

Th us, small companies cooperating with larger firms are often frustrated by
long decision-making processes. paperwork requirements, numerous meetings.
and the layers of bureaucracy characteristic of larger firms. On the other hand,
large firms become frustrated by partners which cannot play by their rules.

The size discrepancy may also hamper vertically related cooperative ventures.
For example. a manufacturing-type venture where the U.S. finn is responsible for
marketing and distribution may require far more volume that its potential small
partner is able to provide, even if it is operating at capacity. rhus. a product
manufactured by a Caribbean firm for which there is a strong market in the U.S.
may be rejected by a potential U.S. partner if it cannot be obtained in sufficient
volume to make marketing the product cost effective for the U.S. firm.

4. Dlulmllar corporate cultures
The problem of dissimilar corporate cultures is similar to the large firm/small
firm problem described above. Although firms may be of similar size. their
operating stylesmay differ to such an extent that the partners are not ableto work
comfortably with one another. Confusion overprocedures and misinterpretation
of agreements can slow down partners' progress to the extent that the benefits of
the venture are outweighed by the operational inefficiencies it creates.

5. Inadequate Incentives for cooperadon
According to Professor Edward Roberts of M.I.r.'s SloanSc:hoolof Management.
few partnerships fail because they are flawed strategically. Most failures oc:c:ur in
the execution or implementation of the venture, not in the conception.

Cooperative agreements are often crafted at the highest decision-makinglevels
of companies, but are implemented by others within the organization. For exam·
pie. in a cooperative agreement which exchanges production for market access,
the salesmen are the ones charged with implementing the marketing agreement.
Each panner must provide adequate incentives to the ann of its organization
charged with implementing the cooperative strategy or it will not live up to itsend
of the bargain.

!ERMINA ARCHIVO J DISCO 242

....
..

....
~

.~



NIOBE A. SOTO PTEL.
CaNT. CaMP. LIBRa INGLES DE OCASIOJ'.:ES
ARCHIVO r-: DISCO 242 PAGINA 22

·... -- ,
~.:,

6. Insufficient executive attention
According to a stud\' by Coopers & Lybr::md OInd YOInkclovich. Skelly & White,
executive involvement devoted to cooperative ventures declines with time: 46
percent of-senior management time allocated to partnering goes into the concep­
tual phase of the venture; 23 percent to the development phase; and only 9 percent
goes to the actual management of the venture. This study also found that most
corpOrations underestimate the commitment of human resources which are
necessary to make the cooperative venture work. and that the actual time firms
need to devote to the venture eventually drains them of their interest in the
venture.

7. MI'Judgment of distribution capablUUes
Marketing new products often creates problems for even the most developed
sales and service organizations. Many firms which undertake marketing a pro­
duct for their venture partner find that they do not understand the market for the
product as well as they thought they might. The cost of learning that market may
outweigh the advantages of the venture itself.

8. Disappearance of reason for undertaking the venture
The market for the product manufactured by the cooperative venture may
disappear. or one or the other partner may decide to exit the business in which the
venture operates.

9. Other Facton
Our 1986 survey of joint vemure authorities (see Appendix C) revealed several
other factors which may prevent the venture partners from reaching STAGE 4
(stan-up operations) of the venture process. such as:

Differences in partners'long -and short- term objectives
Differences in the long- and short- tenn objectives of parters often lead to the
panners having different visions for the objectives and timetable of the venture.
This can lead to negotiation or operating difficulties and the dissolution of the
partnership. Ninety-seven percent of the respondents in teh JVFF survey indi­
cated that differences in long- and shon-tenn objectives were an imponant
factor preventing the ventures' from coming to fruition.

Partner does not live up to expectations
When one partner does not perfonn as the other expected, the cooperative
venture is greatly strained and will be dissolved unless more negotiations bring
the partners to a new understanding.
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11luccw'UCY or incompletcne.u of illilial.slLldic.s -------------------­
Inaccuracy or incompleteness of feasibility studies may mean that markets for
the venture's product are weaker than expected (in which case the venture may
be dissolved) or stronger than expected (in which case a firm may have teamed up
with an inappropriate partner). Similarly, inaccuracy of initial expectations about
the expected profitability of the venture often results in the dissolution or renego-
tiation of a cooperative venture.

Lack of experience
The larger the firm's resource commitment to a cooperative venture (i.e., the
greater the degree of importance in the overall company scheme) and the less
experience it has with cooperati\'c ventures. the more likely that substantial
problems will be encountered. According to Harrigan (1985), there is a definite
learning curve associated with cooperative ventures; the firms that have venture
experience are more likely to have learned to handle such difficulties.

Host government interference or changes in national policies
The political and bureacratic environment of the host country can present signifi·
cant barriers to efficiency. Nearly all of the JVFF survey respondents indicated
that a principal contribution of the host country panner was providing relation-
ships with government institutions that are necessary for the smooth operation of
business. Host country partners can help cut through red tape, greatly accelerat-
ing the progress of venture development andlor facilitating operations. They are
also in a position to anticipate changes in government policy and the effects such
changes may have on the operation of the venture.

The effects at geographic distance on routine
communications and language and cultural differences
differenes between partners
Surprisingly, our respondents ranked geographic distance, language and cultural
differences as less likely to lead to the dissolution of cooperative ventures than
any of the other factors described above. It appeared that as long as there was a
sound business rationale for the venture and government interference did not
make business operations too difficult. the venture would prosper-language and
cultural barriers notwithstanding.
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J. SUMMARY OF HISTORICAL CHARACTERISTICS

Historically, most research on joint \'cnture formation and operations has been
conducted with larger multinational firms. This research indicates that joint
ventures are complex relationships, often unstable and prone to breakdown.
Changes in external en\"ironmental conditions. inexperience of the partners,
differences in partner philosophies and ways of conducting business. unrealized
expectations and more. may create substantial problems. often leading to the
dissolution of the pannership. The potential economic benefit that could be
derived by the panners is a necessary. but not sufficient. condition for longer.
term venture success.

Avariety of factors can interrupt the venture development process at any stage.
Anything is useful that can help the clients keep a clear vision of the opponunity at
hand. Also, assistance can help them work through the various planning and
negotiating details. Assistance programs for venture formation must. therefore,
be able to affect all stages of the process with information and technical assist· .
ance. Maintaining pressure and incentives at each stage appears valuable to _:,;,,:'
accelerating the project development cycle. ..

International Venture
DeveloplDent of SInall­
and MediuIn-Sized
Enterprises (SMEs)
A consistent theme weaving throughout the research findings is that of the
differences between SME organizational and managerial characteristics and
those of larger multinational firms. Though there is some overlap between them,
SMEs are a distinctly different type of entity, which must be thoroughly under·
stood in order to design effective suppon and assistance programs which are
geared to their needs in both the developed and developing countries.

The aim of this chapter is to explore a variety of organizational and managerial
characteristics of SMEs and to illustrate how these characteristics can affect the
venture development process.
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PLANNING IS LIMITED
IN SMALLER FIRMS

SMEs typically lack an extenSive planning system and are not overly burdened by
corporate bureaucracy. Once a venture idea or opportunity presents itself. SMEs
generally act quickly to explore such opportunities. This tendency to act quickly
may be heightened in those firms that already have a propensity to international·
ize. It may also result from personal exposure of key international business
executi"es to a particular country or from relative international involvement of
their industry. As an example, a smaller U.S. garment manufacturer may receive
an unsolicited letter from a developing country counterpart, or viCe-versa, who
seeks an opportunity for offshore production. If the ensuing discussions warrant
it, an agreement may consequently be signed.

Sudden changes in external business environment circumstances may push a
firm to internationalize. Several requests for funding received by the JVFF in

.1986 involved U.S. dairy operations who sought to shift excess dairy herds to
developing countries. as an alternative to the slaughtering mandated by Federal
legislation for the purpose of reducing dairy herds. At the same time. the U.S.
Department of Agriculture (USDA) explored this option, since the much public­
ized dairy herd reduction met with strong opposition from the meat-packing
industry, which faced a beef surplus.

The tendency of most firms to merge planning and action at the same time is
well·documented (Weick. 1979). Managers do not generally formulate compre·
hensive plans; rather. they tend to plan as they go along. In the above dairy
operations illustration the individual dairy firms and the USDA quickly disco­
vered that exporting cattle overseas brought with it a variety of concerns, such as
the ability of the host countries to operate dairy and livestock enterprises, the
effects of such transfers on the recipient's local agribusiness'economy, as well as
the effects of transport and relodition on the cattle. One firm complained of the
scarcity of appropriate shipping and noted that some cattle might die in transiL
The realization that the export transferwas not as simpleas initially presumed led
quickly to feasibility study efforts in order to answer critical questions.

It was found during our survey that the SME management process generallyis
... not a systematic movement through a logical sequence from planning to action.

There is little time for isolated reflection on one's business. Most management
time is spent "firefighting" (Mintzberg, 1973). Thinking (planning) is done concur­
rently with other tasks, or during time away from work. lbis view of the average
business decision is critical to understanding why most U.S. and foreign firms
rarely seek out information or technical assistance to assist them with planniIig.
Rather. they "muddle along," reacting to day-to-day Situations.

The following case, an adaptation of an actual case in the Caribbean Basin,
illustrates this management characteristic of SMEs.



CASE STUDY:
CONTACT LENSES· PANAMA
Though the inclination to internationalil.e usually exists before a firm takes action.
specific circumstances can change this. As the following case study illustrates, for
U.S. SMEs in -particular. venture development steps do not necessarily follow a
standard order.

Eyeco Pana~.!t a group of Panamanian entrepreneurs and business owners. were
discussing ways to make use of the Caribbean Basin Initiative (CBI). One owned a
company that manufactured containers. on a contract basis. for personal care pro­
ducts .(hair spray. deodorant). Another firm had some knowledge of CODtaelle:ns.· .­
manufa~ They believed that, since contact lens manufacturing is relatively.::~~.. _
labor intensive, they could offer a lower-e:ost source of contract supply to U.s.leos
manufacturers. if they could acquire the necessary equipment aDd tecbDology•., ._.~{

With the help of an intermediary, they prcpaRd a proposal and presented it toU.s.'· :~ .•.
-based contact lens manufacturers and distributors.lnternationlJjzltiOD was.com· .
plete1y new idea for most of the u.s. £inns contaacd. It is wonh noting that auc:h
firms, when shown a specific. attractive opportunity, are usually quite wiIJinI to .
seriously consider it.lntroduction of a new idea. in the form of • specific propouI.
staned a development process which included visits to PlIIIaDUI, discussions of
potential problem areas in the manufacturing proc:css. prelimiDary studies, and
negotiations. .

B. SMEI LAat INDUSTRY·SPECIFIC INFORMATION
AND COMPANY STRATEGIES ON COOPERATIVE VENTURES

Changes in management's perspective of the existing business environment can
lead to exploration of venture possibilities. Most importantly, a company is moti· . " ..
vated to take action when it perceives a new opportunity or threat that must be ,"" 7;­
managed (Pounds, 1971). Most·fimis rule out considerations for venturecoIlabo-';;......
ration with developing countries unless they receive clear and spec:ific infarma.:,; .

. tion on these,strategies and how they can benefit the firm. .....?'.,~

-
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As noted earlier, venturedevelopment steps can vary, depending on theparti~~G~
opportunity being explored. Intennediaries and other professionals involved in .. '. ~.
developing joint ventures or coventures report that the level of venture planning •.
formality depends on the:

• product;

• the complexity of the manufacturing process or technology;

• the venture's purpose and form;

• the presence or absence of an intermediary; and,

• the amount of investment required.

•
D. LEVEL OP PLANNING FORMALITY
DEPENDS ON THE VENTURE
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Many enterprises, especially smaller U.S. and developing country finns. have
little understanding of the joint venture or coventure process. Our research:~~!,

suggests that many small- and medium-sized finDs are unaware, unclear, (if-:' .
confused about what coventures might mean to them in terms of cost reduction.
dew market access, or other benefits. A clear understanding on the part of the .
potential partners regarding possible venture benefits is vital to any significant
exploration of a venture idea.

""o,'q.

C. SATISFICING RATHER THAN BROAD PLANNING ......>~/!/.~.~..
The concept of "satisficing" (March & Simon, 1958) challenges the idea that'.;~."._

decisions are based on optimality. FlI'II1s generally do not develop elaborate" .
analyses of strategy options and choose thestrategy with the highest weighted net
present value. Instead, most firms make decisions in response to the first satisfac­
tory alternative that· might solve the prohh'm or need at hand - - they make
decisions which will both "satisfy" and 'e", or "satisfice."
. 'Satisficing is more common. even in 1... i..' r firms, than broad-scale planning

and extensive analyses. Most finDs pave neither the resources hor the inclination
for broad planning.·The reality of business planning and decision making is

. neither as rational nor as thorough as micro-economic stereotypes would
indicate.



---_.__ . ------- ----

CASE STUDY:
ELECTRONICS MANUFACTUllING. EL SALVADOIL
Rhode Island Electronics' (RlE) technology is not comples. Most of its' manufactur-
ing operatioDi involve metal stamping. wiring, and assembly talks. There are ouly
two patentable process. involved which are not considered to be majoradvances in
the field.

Until recenuy,)UE had no international affiliations, although it did export some
products to Europe. In 1984 RIE noted that a numberof competiton were begDming
to manufacture and .ell in Europe. At the same time, they Doted an influx of foreign
competitors in the U.S. market. Convinced of the Deed to internationalize, RIE and
their local bank hired a consulting firm to explore their competitors' strengths and ­
weaknesses and their business development strategies, as well as various European
countries and markets. This information and analysis provided the basis for RIB's
emerging international strategy. Ultimately, the company decided to enter into a
coventure with a German distributor who had previouslyhandledRIE's exponsales.
- Realizing that internationalization had become a significant fae:torin theirsegment
of the electronic:s indUlU'y. RIE e110 made a cone:encd effon to create a fCl'lllal
p\aaning proceu for their interationalization rather thm informally "winging it."
They systemanceDy col1ected and analyzed infonnation. defined options, c:oadueted
COlt benefit analyses, formulated a str'aICI)', and implemented a detailed actionplan.
Kaowing that their competiton were operatiq on a globallew1, R!E's managemcot
expanded their thinking beyond simple exporting-a good example of the "baud.
wagon" effect (i.e. in this c:ase. because RIB's competitors were going intemat,joaal,
they felt they needed to also 10 keep up with industry treIId.s). They did not poaeu
in-house international expertise. but were astute enough \0 recognize the neecl for,
and sufficient value of. the services of outside expertS in their development of an
international strategy.

RIE's venture with the German distributor was successful and "whetted their
appetite" for other international opportunities.

Still concerned with growing competitive pressures in their U.s. and European
markets. RIE had excluded the developing world in their planning and thinking. To its
management. the developing world meant small markets, quicksand polities, and
wonh less currency that could not be convened to dolJara. However, since the'
c:onsulting finn retained for the European program wualso involved in a tradeand
investment program for El Salvador. RIE was encouraged to explore manufacturing
possibilities in that counU'y. , . .

lUE found that DUUJagerial capability and plant capecity were available in El
Salvador, since there were severalloc:a1 electronic compcme:nts manufacturers who
had been phased out of a contraa with a major American electronics company's
.ubsidiary. RIB sent component samples to these firms and fOWld that manufactur· ",-..:h-.,' ,

ing in El Salvador would cost 15-2096 less than in R!E's U.s. plant. Although RIEwu .'•."~­
enthusiastic about the opportunity, the vent~ ill curreDt1y "on hold." due .sa:'. ",', .
depressed market demand. . ..:~«_ . '.'

ID contrast to the European venture exploration. RIE's exploration of El Salvador' .'-:~
wu relatively informal, with Uttle or no planning. Theywere presented with • way to ;., -'~\ ~

reduce costs. They sent samples and weresatisfaed with theSalvadoran firms' quality -:;i-
and cost. As a result. RIE was prepared to make an initial order. None of these Iteps ." '.
and actions involved significant preparation or risk.

The perceptions. expectations, realities of the local business climate, company
philosophies and cultures. key players personalities. interpersonal chemistries,
and prior international experience significantly afrect the venture process. Even
when firms have a propensity to internationalize. or to act. a catalyst-either in the
form of a specific idea or "felt need" ·is required before the venture process can
begin. ~

The findings on ~tisficing and the informality of planning should not be ..i&
generalized to all small- and medium-sized firms. The following case study is a .1;;
good case in point, since it illustrates a fiml which did substantial planning for one
venture opponunity, and essentially none for another.

\ -
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E. INTERMEDIARIES FACILITATE
VENTURE DEVELOPMENT
A survey of experienced intennediaJies .md venture development experts was
conducted as part of the JVFF research program with the purpose of confirming
or challenging other research findings. The results confirm that small· to
medium-sized businesses are reluctant to pursue international ventures in gen­
eral and to exploit opportunities with LDC firms in particular. Intermediaries
bring specific experience and knowledge to potential venture partners and
greatly increase the probability of venture formation.

The survey respondents were experienced in the international venture process.
They had an average of 1S years experience in international joint ventures and
coventures and had participated in an average of 30 to 3S international coopera­
tive ventures. They were asked to answera series ofquestions regarding coopera­
tive ventures in general and the use of cooperative strategies in developing
countries specifically (see Appendix C). . ~

Research on the venture strategies of large firms indicates that their need to .
satisfy a variety of internal. competitive, and strategic needs motivates them to. --; :;;
consider a joint venture or coventure. Fmns which lack the capabilities. strengthS; .. "
or resources to exploit an independent business opportunitywiD consider cooper­
ation. A number of SME characteristics reduce their drive to engage in intema-

'.. tional joint ventures or coventures. In fact. 8S percent of the respondents to the
survey felt that U.S. and Caribbean Basin SMEs lacked appreciation of joint
ventures or coventures as a business development strategy.

Survey respondents overwhelmingly agreed that the '1ack of direct coventure
experience" of U.S. SMEs is the most significant factor inhi~itingthe initiation of
cooperative ventures in the Caribbean Basin region.

Inexperienced firms may see coventures as being too complicated and may
pursue other options for achieving their strategic goals. Unlike large finns. where
stnltegic planning departments come up with venture ideas and lists of prospec­
tive venture partners. small fums often depend on a single individual-usually the
ownerI manager- to provide and process strategic business venture infonnation.

Since the ownerImanager must also assume many other roles in the manase­
ment of a small business. there may not be much available time for strategic
planning and infonnation gathering regarding potential venture partners. Thus.
initial surveillance for prospective partners may be limited·to the extent that no
suitable partners are found. Conversely, large firms often survey and interviewall :
prospective partners being considered for a particular venture. The problems
that a small finn encounters in a partner search are further complicated by
geographical distance and language differences. According to the survey results.
80 percent of the respondents felt that "small-and medium-sized U.S. and Carib­
bean Basin firms have difficulty identifying joint venture opportunities and
venture partners."
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intermediaries, or venture brokers. olten perform the reconnaisance function
for the small firm. Intermediaries are generally familiar with firms in a particular
industry or country and can assess their viability as potential venture partners.
Thus. intermediaries reduce partner search costs for the small firm and increase
its realm of strategic options.

"Interviewing potential partners and eventually meeting them" is an important
step in the venture development process. According to 90 percent of the survey
respondents. direct contact with potential partners is the most important factor in
building commitment to the cooperative venture. Thus. JVFF funds. which facili­
tate prospective partner firms to meet one another, play an important role in the
early stages of the venture development process.

Once prospective venture partners have been located. small firms may encoun­
ter the more fundamental difficulty of having "insufficient knowledge of how to
organize the new business" or how to manage its growth in a new dimension.
Again. advisory services that provide effective, practical help in starting and
managing a venture may increase the venture's chances of initiation and survi­
val The results of the survey indicate. however. that small- and medium-sized
U.S. and Caribbean Basin firms "lack an understanding of how to use interme­
diaries and other advisory facilities" to help organize cooperative ventures.

The survey of experts suggests that in order to stimulate the development of
cooperative ventures between U.S. and Caribbean Basin small- and medium­
sized firms. intermediary organizations are needed to:

• make firms in both countries aware of venture opportunities

• make firms in both countries aware of potential partners

• familiarize firms in both countries with the venture development process
(lack of experience is the greatest factor inhibiting the formation ofcooper­
ative ventures)
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F. SUMMARY OF VENTURE DEVELOPMENT OF SMEs

For most SMEs. planning is gL'ller~lI\' ullstructun:d. informal. ~nd unsophisti­
cated. This fact. coupled with thl.' fael I h~l a "~Iubal urienl~tion" is not a necessary
condition for initiatin~ inlern~1i()n~1 \"L'nl IIrl.'s. h~s m~ny implientions for policics
:'.IIId prugr:'Il11S both ill I hI.' hom\.' :'Illd hosl \.UlIlIlril·S. This n:alil\' shuulll affl.'ci not
only legislation and program content, but it also has implications for the ways in
which these programs are communicated to potential venturers. "Marketed" is
perhaps a more appropriate term than "communicated," since the concept of
joint ventures and coventures really has to be "sold" to smaller- and medium­
sized enterprises.

SMEs often require a push toward considering international business ventures
and they need concrete reasons why they should internationalize. Some have
unfavorable attitudes toward developing countries that are not easily overcome.
Since many SMEs have never entered into joint ventures or coventures-either
domestically or internationally-they require guidance and information regarding
the theory and practice of such cooperative arrangements.

SMEs need assistance with identifying those features of their specific situation
or business which lend to international business ventures. Some SMEs may be
unaware that financing for business expansion and low·cost labor may be pro·
vided by developing countries. They may not be aware of a higher-quality off­
shore source of a needed raw material or may be ignorant of developing country
markets for their products and services.

Since most SMEs are too busy "firefighting" to devote time. resources, and
effort to actively seeking international business opportunities, they need assist­
ance to identify and evaluate specific venture opportunities. An intermedi8ry
mechanism. which would "push" potential venture opportunities in both direc·
tions -to U.S. SMEs as well as those in developing countries· would contribute to
the greatest weaknesses of SMEs ·their relative inability to seek new specific
venture opportunities.

External guidance during discussions and negotiations between potential
partners can lessen friction and increase the strength of the panners' commit­
ments to a potential venture. Panicipation of an objective third pany can provide
the overview and knowledge of international business relationships which the
partners may lack. Specifically, external guidance can help potential venture
partners find financing, marketing channels, shipping/ customs brokers. techni­
cal assistance, equipment. etc. Venture development assistance and promotion
programs targeted at SMEs provide excellent opponunities to train firms in the
varied aspects of international business operations.

Simply put, many SME's, in both the developed and developing countries, can
benefit greatly from a substantial amount of personal. one-on-one assistance-a
factor directly related to the successful development of funher international
business ventures involving smaller- and medium·sized enterprises.
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Characteristics of 8ME
Joint Venture and
Coventures
A survev of the research literature on international ventures confirmed that the
majorit)' of international SME \,en' \II'CS confirmed lhut the m<ljorilv of interna­
tional SME ventures do not involve the creation of traditional. equity.sharing
joint ventures, nor the direct foreign investment typical of large multinationals.
Rather. a variety of non-equity sharing coventures predominate. which tend to
utilae a panner's existing assets and capabilities while simultaneously maintain·
ing a greater degree of independence betw~en the firms.

Several aspects of the projects examined in teh JVFF research that are consist­
ent with this tendency were: a) the firms were generally small- to medium-sized
(with the corresponding resource limitations); b) the SME firms held a common
perception of the political and economic instability of the Third World: and c) the
venture strategies of the SME firms erc inclined toward the non-equity-sharing
type of venture.

This chapter will first profile the JVFF vent ures by type and size of venture and
then discuss the motivations of both U.S. and Caribbean partncrs which affected
the type of venture pursued.

l""·~···' /'
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A. THE VERTICAL/NON·EQUITY FORM OF
COOPERATION PREDOMINATES
The Caribbean Basin firms surveyed ·in the JVFF research tended to form non·
equity.sharing vertical relationships with their U.S. partners. In most of these
coventures, the Caribbean partner contributed the bulk of the resources needed
to carry out the manufacturing function (materials, labor, capital. regulatory
permits. etc.). while the U.S. partner typically performed the distribution function
and provided technical assistance to the Caribbean partner. In some cases, the
U.S. partner also provided some materials to the manufacturing function.

In statistical terms. 92 percent of the sample of JVFF ventures analyzed were
termed vertical relationships, 7 percent were classified as horizontal. and 1 per·
cent represent a spider-web effect (combinations of horizontal and vertical).
Furthermore. as shown in Table A. 25 percent were joint ventures (involving the
creation of a new equity). This breakdown of venture types is not surprising in
light of previous research which indicates that executives (especially those who
are owners of their businesses) attempt to maintain strategic flexibility as they
venture. especially in situations which they perceive to be risky or which have
insuficient information. Harrigan (1986) also found that venture partners gener­
ally preferred flexible arrangements when venturing into situations perceived to
be uncertain and volatile. The non-equity, vertical forms of participation are
consistent with the perception of U.S. SMEs of the Caribbean Basin as politically
and economically unstable.

..__....._-------



In valuing reciprocal contributions to venture opportunities, access to the U.S.

market was the most important resource controlled by U.S. partners in venture

negotiations (Harrigan. 1985). Because technology ch:IOt!es rapidly, it was ranked

below market access. Competitive lldnlOtages based solely on h:chnology are less

stable than those based on market access. Thl' den'loping countr\, L'l1terpliscs

evaluated in the study plan'd high value on IlIl'aling partnl'rs who could provide

access to both markets and Il'chnolo!! \"

B. PRINCIPAL MOTIVATIONS OF DEVELOPING
COUNTRY VENTURES PARTNERS

Developing country SMEs ,oil'\\' cooperatin' Wl1lures with U.S. partners as an
important mechanism to achieve their objectin-s uf market expansion, business
growth and product diversification. Among till' most often-cited motivations for
seeking cooperative ventures with U.S. partners arc:

Access to the U.S. market

Acquisition of technology and know-how

Greater utilization of existing labor and production facilities

To enter into a new business

TERMINA ARCHIVO P DISCO 242 PAGINA 37

"?"

;.



NIOBE A. SOTO PTEL.
CONT. LIBRO OCASIONES INGLES
ARCHIVO A DISCO 247

Caribbean Basin venture partners used the cooperative venture primarily as a
means for gaining access to the marketing intelligence, distribution channels,and
brand names of their U.S. partners. In addition, U.S. partners offered their Carib­
bean partners access 10 Il'chnolog~'which thev would otherwise find very diffi­
cult to develop or buv (Conl1ol\. 1984; Hanigan, 1986). New machinery and new
technological skills were used 10 upgrade and build upon Ihe existing skills of the
Caribbean labor force (Sl'e Tabk' C).

Table C

STRATEGIC OBJECTIVES OF CARIBBEAN VENTURE PARTNERS

Strategic Focus of Percentage Percentage
Caribbean Basin Firms of Values Initiated by

Caribbean Firms

Market Access 38% 43%

Enter New Business 31% 56%

Greated Utilization of

Existing Capabilities 14% 6096
Product Divcrsification 10% 33%

Entrepreneurical ideas, resulting in new business ventures, represent yet
another category of venture motivation. These types of ventures were generally
based on new ideas with unknown market potential and their feasibility
depended on the particular individuals involved in putting the venture together.
Often the principals involved lacked the usual necessary ingredients for achieving
venturc success. The potential Caribbcan partner may have been undercapital.
ized or lacked knowledge or experience in the industry they wishcd to enter. They
also lacked the managerial expertise or other types of knowledge which are
required to take and idea an transform it into a revenue-generating business
organization -a formidable task for even thc most experienced and well· capital­
ized group.



This is nOI to sa\' that thi~ 1\ pc ul mO\l\'atiun lacks merit. Rather. it is important
to point out that the principal promoters of new ventures may lack a full under­
standing of the difficulties inh~rent in building a business from an idea and mav
not have an organization in place to provide some of the necessary resources and

,expenise.
The irony in developing countrics is that the most capable manufacturing firms

(and potencially the most suitable venture partners) are often the least motivated
to explore expon venture opponunities or international activities. These manu­
facturers tend to have sufficient regional markets and to operate profitably. Such
firms may find it difficult to rationalize devoting the resources necessary to find
and contact potential U.S. partners. travel, test products. and perform all the
activities necessary to bring about international business relationships. One
entrepreneur in the JVFF stud~' put it quite simply: Why work so hard when it is so
unclear what the benefit will be?

C. PRINCIPAL MOTIVATIONS OF
U.S. VENTURE PARTNERS

U.S. firms tended to use the cooperative venture primarily as a cost reduction
strategy (see Table D). The results indicate that small- to medium·sized U.S. firms
had a low level of awareness of the opportunity to reduce costs by manufactUring
in the Caribbean. since the~' did not initiatc most of the cost·reduction ventures.
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Table D

STRATEGIC OBJECTIVES OF U.S. VENTURE PARTNERS

Percentage of
Ventures
Initiated

by U.S. Firms
Strategic FOC:II~

01 U.S. Firms

Cost Reduction

New Revenue Source

Utilize Existing

Capabilitics

New Business
Product Diversification

63110

16%

10%

4%

3%

43%

30%

43%

100%
50%



The results also bear out the contention that the traditional multinational
motive for engaging in intcrmuional cooperative ventures-gaining access to new
markets- is not the primary motivation for U.S. firms to invest in the Caribbean
region. The Caribbean region offers sparse new markets to U.S. firms and is thus
unattractive as a target for market expansion. However, the Caribbean region
provides inexpensive labor and a short pipeline for U.S. manufacturers looking to
reduce production. costs. Thus. by utilizing cheaper labor, U.S. partners may
reduce production costs without substantially increasing delivery times and
costs, as would be the case if production were moved to the Far East for cost
reduction purposes.

Given the different motivations of U.S. and Caribbean firms for panicipating in
the JVFF, it is not surprising that they played very different roles in the coventures
that were formed. as outlined below.

ROLES OF CARIBBEAN AND U.S. FIRMS IN JVFF VENTURES

Role of Caribbean Firm
Manufacturing
Agricultural Production
Provide Facilities or Land
Provide Market Channels
Provide Raw Manufacturing or Agricultural Materials

Role of u.s. Firm
Provide Access to Marketing Channels
Technical Assistance
Design Assistance
Raw Materials
Provide Facilities

:,"
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D. THREE STRATEGIC DIRECTIONS
DOMINATE DECISIO~S OF l'.S. PARTNERS

The mOli\'ations lU inn:sl ur change operations can be summarized in three
strategic mil'miltions-cust reduction, market differentiation. and development of
surprise revenues. Man\' trade and investment programs fail to market to these.
strategic options and choose to promote the general attributes of a country in
regard to trained labor. attractivl' tax l'nvironments or transponation
advantages.

Increasingly, successful promotion programs will be explicit in qualifying a
company needs and will assist in developing a mechanism such as licensing or
coproduction to achieve these strategic goals. Considering the weak planning and
problem-solving capabilitics of man~' promotion firms and their limited manage·
ment resources. it is not surprising that promotion programs featuring general
data on a country achic\"l' limited results. In contrast, companies contacted by
promotiun firms defining cust reduction. market expansion. or new sources of
revenues received favorabk imerest. The following discussion of strategic char·
actristics are in fact a basis for designing outreach communication for trade and
investment promotion.

1. COlt Reduction Strategies
Cost reduction strategies arc those for which cost reduction is the driving force.
For example. a manufacturer of a labor·intensive piece of furniture might seek
offshore assembly whick provides lower labor costs. Another company might
seek a lower·cost foreign source of raw material. or a component. such as beef.
perhaps. in the case of a food processor. Some industries -electronics or garment.
for instance· have a history of subcontracting relationships with foreign suppli.
ers. The extent to which other industries might benefit from cost reduction
strategies is unclear.

Cost advantages ·a major way to develop significant competitive advantage.
can be created by changing key cost factors. sometimes known as "cost drivers"
(Poner. 1980). These changes can include:

• Developing economics of scale

• Improving employee skills and experience

• Improving integration of the firm's activities

• Improving timing

• Improving overall polic~' development

• Changing location and facilities

• Adjusting institutional objectives



These cost factor changes arc not mut uallv exclusive. Some. such as developing
economies of scale or changing lucation and facilities, can be interdependent.
Some changes arc mon: readilv undertaken than others. For instance. the first
thing most companies do when allempting to reduc\' costs is to change the cost of
product imput, labor, or management. Thev may also tr\, to increase production
\'ulumL' ur (,h.:tL'rmmc wa\'s 111 which cU:.IS may be shared with otherhrms-such as
banks or insuram:c cumpanies sharing the costs of large computer systems,
Normally, most companies do nut realize that dC\'cloping country partners can
offer a means to lower costs.

U.S. firms generallv arc willing to pursue those cost reduction opportunities
which provide the quickest rmth to cost improvement with the least exposure of
capital and managerial resources. For the developing country firm. the U.S. firm's
push to reduce costs can offer a significant investment opportunity through
expansion of plant production. increased plant capacity, and development of neW
business systems-just as if the firm were selling to the end market itself. The
developing countl')' firm uses capital. labor. and management skills to exploit the
cost need of the U. S. partner, who. in tum. possesses the necessary market
presence and technology back.up for a venture.

Several primary cost reduction strategies exist: 1) manufacturing drawback or
licensed manufacturing. 2) comarketing. and 3) technology sharing. The follow·
ing discussion will address these cost reduction strategies.

Manufacturing drawback or licensed manufacturing allows an offshore manu·
facturer to act as a subcontractor and to offer a U.S. firm lower labor costs.
favorable tax treatment. lower plant overhead. or the ability for the U.S. company
to expand production without expanding its own operations.

As a rule. the U.S. partner possesses the technology and other know-how. the
engineering specifications. a'nd sometimes equipment. He may then contract with
an LDC firm to manufacture or assemble a specific quantity of items(sometimes
components) according to spc.."Cifications. The LDC firm essentially performs as a
job-shop subcontractor. supplying the plant capacity, skilled or semi-skilled labor,
basic manufacturing expertise. and sometimes raw materials.

The U.S. partner may also provide training. assist with production and quality
control problems. or suppl~' spcl'ializl.·d equipment. such as jigl'i or dies. which are
needed for production. Th\,'n.' "rc .lIso ROb-g07 arrangements (generally in gar·
ment and electronics mnnufncturing) wherein the U.S. partner supplies the basic
materials or subassemblies and valu\,' is added b~' the developing country panner.
The product is then returned to the U.S, and duty is onlv levied on the value added
(such as labor).

The following case studY is presented ns an example of a typical drawback
venture,
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CASE STUDY;
Plullc Drawback· COlila Rica

Plasko dl' COSIOI Ricil. a l'hl'l11i~ills and plasllcs campiln\', ope:rall~s a drawback
production progrilm with Mutorolil. Th~ n:nture took place because of theentrepr~.
neurial inte:re:st and credibilit\' 01 Plilsko's general manager. and his ability to gain
Motorola's confidence.

Eve:n a firm as large and experie:nced as Motorola is hesitant to experiment with a
new vcnlure overseas. Plasko's general manager credits his successful development
of this venturc to the fact thal he was development of this venture to the fact that he
wu U.S. ·educatL'C!. spok", excellent English. had bee:n treasurer of the U.S. Chamber
of Comme:rce. and p",rsonaU" knew scv",ral manage:menl individuals at Motorola.
Even with this slrong foundation and carcful planning. iltook nearly two years to
develop the first production program.

After the: Costa Rican e~unumic crisis of 1979·80. Plasko began actively searching
for product diversification opportunities which could build on its plastics and chemi·
cals divisions. The: general manager targete:d Motorola as a possible client and met
with scverallocal Motorola sHIff. He also began written communications with Motor.
ola's U.S. offices.

As a result of the genl'raJ O1ilnager's effUrls. Motorola sent Plasko de Costa Rica a
sample fur costing. TIll' initial cosling WilS too expensivc, probably as a result of
Plasko's difficulties in costing a ne:w product without running the molds in the plant.
Determine:d to continue:. however. the ge:neral manager met in the U.S, with Motoro·
la's production staff. Consc:quendy. Motorola agreed to set up a test production run.
Molds were sent and the~amplcrun was made. Based on the results. Motorola agreed
to a large·scale test of 100,000 units, which resulted in high quality pieces with a
rejection rate of nearly zero.

The 100.000 unit test opene:d the gates. With faith in Plasko. Motorola increased its
use of Plasko's facilities and, by 1986. was subcontracting the production of several
million units per year.

This case study illustrates several imponantlessons forfinns which are consid·
ering joint ventures or CO\'cntures, panicularly for those motivated by cost
reduction strategies.

• Finns may be reluctant to try new venture activities, even with a panner
who has knowledge of international business.

• A developing country parmer's ability to establish credibility and personal
linkages is essential for creating trust and an effective working
environment.

• The ability to accuratc!" cost and to plan effectively is crucial for securing
opportunities to perform t~st runs and sample batches for potential clients.

• Long-term rdationships depend upon quality standards and the ability to
deliver.

• The willingness 10 in\'est significant time and money to develop business
opportunities can b\.'lIr Imit. if an L'ntn:pr\.'ncur is persistent in his effons.
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COma,.kelill~ for cost I'L'tluction is less common. but is an interesting way to
share marketing costs. Fur instance. an American brush manufacturer might be
interest~d in s~lIinf! thL' brush line of a Costa Rican firm. This t~'pe of sharing of
marketing costs could k':-:-L"n thl: L.S. firm's o\'crhl:ad cost p~r sale of its own line
as well as providing the Costa Rican partner with an established marketing
network.

Although this sort of arrangement can be seen as a U.S. firm seeking an offshore
source of brushes in order to provide lower-cost products. it can be characterized
as a comarkcting cost rL'duction stratcg~' if the initial "driver" of the venture
exploration is the U.S. firm's tlcsir~ to lower its marginal cost of marketing by
selling more products.

Technology sharing reduces costs b\· allowing one partner to benefit from the
technology of the other. making it possible for the firm to have access to the
technology without having to de\'c1op it or purchase it. An example of such a cost
reduction strat.egy might tic a U.S. computer chip manufacturer who is seeking to
lower manufacturing costs bv producing the computer chips offshore. This type
of manufacturing requires skilled labor. but it also requires a complex manufac­
turing technology. consisting of both complex skills and equipment.

The U.S. firm could provide a developing country panner with the skills and
equipmcnt necessarv, thereb~' gaining a lower-cost labor pool.

This example differs significantly from the earlier analysis of Rhode Island
Electronics' (RIE) dC\'c1opmcnt of an assembly venture in El Salvador as it
requires the sharing and transfer of a sophisticated technology. The RIEventure.
on the other hand. consisted essentially of utilizing standard electronics assembly
procedures and skills.

CASE STUDY:
AdVanced TechnololY - EI Salvador

" The Dolman Corporation in the United States is a small company that sells advanced
technology equipment to the U.S. Navy. Over the last five years the company grew
because of its specialized sonar equipment. which is made on a piece-by-piec:e basis.
The company's number one constraint. however. is raising capital to develop new
manufacturing facilities which would utilize this "job-shop" technologyfor thedevel­
opment of more generalized products.

In 1984. the compan\' began developing a panable bank teller device. Technology
developed for the nav\, is applicable in this area and it was felt that there was a large
market for the producl. The capital required for the project could only be sourced
through \,enture capital firms. as most banks fdt the firm was too small and did not
have a stable enough manufacturing base to warrant major debL The venture
capitalists. on the othl.'r hand. required a significant share of the company for only
small amuunts uf capital. (Most venture capitalists fed that only one out of ten
projects bring a signilic:atll return ;\OU. thl.'rcfon:. major returns are expected from
aO\' cuntributiun uf capital.

,
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The Dolman Corporation had not considered any type of offshore involvement
until a team, sponsored b\' USAlD. \'isited the firm in 1986, After discussions. the
company realized that it could develop a covcnture or joint venture to carry out its
plan. Specifically, the company noted from the discussions that many groups in
Central America were anxious to link with U.S. firms which had a bright future in
advanced technology. The Caribbean firms could provide manufacturing facilities.
engineering, and other resources necessary to help produce and assemble the u.s.
designed product.

The advanced technology component of the project had to do with circuitry and
design. Assembly and plant development could easily be placed in the Caribbean
Basin. Negotiations began involving Dolman Corporation's establishment of a ven·
ture whereb\' it would main tam control over a large operation with offshore manu·
facturing capabilities.

In effect, the Dolman Corporation was able to acquire the necessary capital and
expand its operations. A ponion of the capital would even be used in market testing
and engineering application studies, Through this strategy, the capitalization con·
straints were dealt with b~' forming a new pannership.

The Caribbean·based firms involved in such a venture are able to develop a
long.term presence in ihe U.S. market and a more stable source of technologically
competitivc products. This strategy, therefore, might reduce the effective cost of
capital for a U.S. compan\' as wdl as develop a new application for electronics
manufacturing capabiJiti~'s in Central America.

2. Market Differentiation Strategies
The second general catego~' of strategies for improving competitive position
deals with how a firm can "clifferentiate itself from its competitors if it can acquire
something that is \'aluabk to its buyers." (Porter, 1980) Finns strive to provide
some type of unique product or service or to improve the method by which these
products are serviced, promotl'd, and delivered to customers. Drivers that create
a unique value to a customl'r include the following:

• Improving value of the product to the buyer

• Lowering thc buver's losl

• Raising the buver's performance

• Improving the buyer's perception of value

l !,
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A majur difll:rence hel\\','L'n ,hL' expurt d,'\"dupment strategy and the draw­back strate!!\, IS the dlcet ul the market. For drawback or subcontract arrange­ments, the li.s. manufactur,'r ;ISsumL'S nearl\' all the business risk, Orders gOingto the LDC partner arc del initL'·at least in the shor~ term-and paym~nt for hISwork is not contingent upon the U.S. manufacturer s sales of the uillmatc pro­duct. The onl\' instance In \\'hich there would be risk for the LDC pannerwould beif he made asubstantial in\"L'SI mcnt in upgrading his pl ..nt aria c:qulpmcnl In
anticipation 01 a lung'lerm suurL',' ul producllon demand wh~chdid not material·ize. Of course, the C.S. panner also assumes a nsk assoclate~ with the LDCpartner's potential inabilit\· 10 maInlainquality standards and delivery schedules.These types of risks are significant barners.t~venture dev~lopmentm developmgcountries and are discussed in more detail In the followmg chapter. . .The export development strategy, on the other hand, has a level of nsk that ISusuallv tied to market demand. The U.S. partner may invest "upfront" costs
neces~arv for assessment of the potential product market. or investm~ntmay bemade in ~ewdesigns, travel to the developing country.or around the ~mtedStatesto line up distributors, in marketing and sales promotion programs, literature, etc.
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These are but a few of the points raised by Michael Porter in his discussion of
various strategic options to cost reduction activities. Normally. we perceive thesetypes of activities when companies change a product feature or offer a newservice. Other manifestations are when we extend the product to new markets orimprove the information suppliers to buyers to help them select and apply theproducts and services. Developing country pannerships and cooperative ven­tures can create differentiation strategies for themselves and U.s. firms.

The following is a discussion of the most common types of vemures whichinvolve market differentiation, such as export development, explOitation of acountry's natural endowments, and comarketing.
The export development strategy usually involves a unique product, or capabil­ity, which appears to have broader (international) market potential. Often theseare products being produced for the local or regional market which, with somefurther development or rdinem~nt, may be competitive on the U.S. market.Handicrafts and "productos tipicos" fall into this category.
The U.S. panner may provide: modified designs geared to the tastes of U.S.buyers; training and other manufacturing know-how; raw materials not generaJJyavailable in the local environment: and other forms of support and assistancerequired by the LDC partner to develop the product and to ensure that produc­tion quotas and quality standards are met. The key role of the U.S. partner is tomarket, sell and distribute the product in the U.S. These activities may be donedirectly (by adding the product to his current line of related items). or indirectly,as a representative or intermL'dim'\" who locates outlets for the product andconvinces distributors. retailas. and uthers tu add the product to theirinventories.
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The LDC panner may have to invest in new equipment. a larger inventory of
raw materials, re-training of \.'mplo\'ccs. or he ma~' have to bear the direct and
indirect costs of prototype devclopment.

CASE STUDY:
Export Development. Dominican Republic

Caribbean Furniture. SA, a juint \'enlUre in the Duminican R~public. illustrates the
expon develupment mudd. This is a n1uitipanner joint venture which was estab­
lished in 1982 to prudul:~'ulIllL'mpuran'lacqucred furniture for expon tothe United
Stat~'l;.1nitial capitali;r.lltiLlIl i~ ~'~Iimall:d at $250.000.00. Expected revenues of S5M to
S10M a year an: expecled tLl n~' generated when the project is fuUy operational. The
\'cnturc is cunsidered to be lh~' nucleus uf a l:lrger·scale furniture industl"\' for the
Dominican Republic in tb~' luture.

This venture evolvcd ;l~ a .....suit of a U.S. entrepreneur's business and personal
interest in the Dominican Republic. His firm in thc United States manufactures
electrical and e1~ctrunic cumponents for the O.E.M. and after·market automotive
industries. as well as for ulher industri~s. In 1971. as competitive pressures from
Japanese and other Asian electrical and c1~ctronicmanufacturers were intensifying.
he established a subsidiary to manufacture components in the Dominican Republic.
His subsequent involvement and inter~"St in the Dominican Republic set the stage for
the later evolution of the furniture joint venture.

Furniture·making in the Dominican Republic is a cottage industry with individual
craftsmen producing mostly for the local market. When the idea for the furniture
company was first considercd. it was recognized that Dominican furniture craftsmen
are highly skilled and might ha\'c the potential for making furniture of the style and
quality that could compete in international markets. However. although the quality
of materials and workmanship was high. the products themselves had a limited
market because the stvling was primarily geared to local market needs. They al50had
limited appeal for the more sophisticated consumers in the U.S. and otherdeveloped
countries.

As a first step in the develupment of this venture idea. a feasibility /market research
study was conducted which dctermined that contemporary-styled lacquered furni­
ture was the fastest growing product in the U.S. furniture industry and was, therefore
targeted for future dcvelopment. Ashop-by·shop survey of craftspeople producing
furniture for the local markct was conducted and an assessment made of eachshop's
capabilities. level of interest, adaptability to new products. and needs for equipment.

An imponant next step was to pro\'ide selected shops ,"-ith designs for the most
complicated stvlcs. The selected shops then made prototype pieces to prm'e their
abilitv to produce this style of furniture.

As a cottage industry, furniture making is mostly an individually crafted activity.
Individuals working in small shops lacked the industrial organization. management
systems and large-scale production values required to compete on an international
basis. On·time delivcr\'. standardization and interchangability of parts. materials
requirements planning, pruduction scheduling. qualitv control and other necessities
fur industrial production \H'r~' I:lckin!:!.



The:re: wa~ a need fur 11<:\\ l<:Lhnulog\' ;lnu m<:lhod~ r.:quiring training 10 lhe
applicalion of th.:se n.:w t,·chniquc~. Training in basie management skills forproduc.
lion coordinallon. qualil\' cumrol and on'lime ddin:rics was also required.

Market rcpresentatlon was neccssarv in the U.S. to coordinate sales. as were the
logistiCS necessary IU ddivcr orders IU buvcrs' spccifications. These areas of need
involve: consid<:rabk. d<:l;Iikd planning. dc\'Clopme:nt. and expense. The whole "pack­
age" must be conceived and managed as an integrated system. Caribbean furniture
S.A. is intended to serve also as a model for organizing and developing other cottage
industries in the Dominican Rcpublic which have the potential for producing pro­
ducts to international markcts.

The venture is current I\' in a "pre·production" development phase. Prototype
pieces of furniture hayc bcen designed and produced. craftsmen have been identi·
fied. and shops havc bcgun lU work closely with the Caribbean furniture. SA group.
A training program has been organized and materials have been developed with a
manager receiving unguing training. A central facllit\' has been established and
equipped. Prototype products havc been introduced to the U.S. market through
industry shows and compctitions resulting in initial orders.

For natural endowment strategies the venture seeks to capitalize on a specific
natural endowment of the host country such as land. climate. or location. Typical
ventures might involve nontraditional agricultural products. unique approaches
to tourism. continuous processing operations. and small mining projects. Often.
the objectives of these types of \'enture businesses are to funher develop or refine
products which may create new demand in international markets. such as non­
traditional agricultural products.

Often. the motivating force for large-scale projects is to generate new sources
of foreign exchange. reduce foreign exchange expenses through impon substitu­
tion. and to create emplO\'ment. Thus. it is not surprising to find governments
involved in projects. such as a geothermal project to generate energy and reduce
foreign exchange expenditures for oil. to use U.S. government financing.

There is an important role for SME firms. or individuals. in this area. as the
following case stud\' iIIuslratcs.

I
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CASE STUDY:
Natural Endowmenls . Costa Rica
The Cuculruil (urpur:lllun ~I UW~ anu ":\pon~ b;lIIana~. In the eadv 19iOs, he·\\ e\'er.
the cumpan\ began llJ ,·.\rlu1" Ji\ er~illcallunuppununl\ie~and nuted thai une ulthe
P:lcific CU:l~1 pun I"WI". (~"lIiIU. rerre~"III,'d ,Ill upponunil\' fur spun fishing and
lUul;sm.

Asmall ri,hinc :lnd l"un I :ll'dil\ wa~ ,kl,-rmlOed tu puss,'ss the nccessarv location
:lnd natural endU\\J1lc'llI, \\ illcn nllchl bc' (.kYciuped IIllU an IOlernallur.ai tuur:st
altr:lCllun-an Ide:lthat liS own,'r had' wanted lU pursue fur some lime. It lUok nearlv
12 Ycars, hu\\,e\'cr, lu cUlwinl'c the u\\'n,'r thal the present facilities were not sUl\abl~
to ~ltr:lct spons fbhennen frum the U.S. and that he did not have the financial
resources necessarv to upgrade the facilit~'to the appropriate h:\'el. nor the ability to
market the busim:ss in the U.S.

With the assistance 01 an int"rmedian', a partner seal'ch was initiated. In order to
interest invcstors in this opponunity, a business-vacation package to Costa Rica was
put together. For less than $600 an interested investor could fly to Costa Rica, stay at a
first-class hotel. attend various seminars and functions designed to promote Costa
Rica. and become acquainted with businessmen and government officials. After
three of thcse business-vacation packages had occurred. potential investors were
identified and initial negotiations commenced.

Work to improw the facilities was begun and was expected to be completed in
1987. U.S. marketing and business development activities commenced and the pro­
ject was expectcd to generate about S1million per year in foreign exchange for Costa
Rica and 50 new jobs, The project was to provide an imponant stimulus to the
southern Pacific coast of Costa Rica and would have likely created other business
opponunities in its wake.

Although the development uf tourism has been a principal target of the Costa Rican
government for somc time-significant monies have been spent on tourism promotion
and infrastructure improvements- it is difficult to match the effectiveness of a
venture that is targeted to a slX"Cific market niche (spon fishermen. in this case) for
achieving tourism promution guals. This joint venture required a strong U.S. panner
for marketing. financing, and the knowledge of what would appeal to spans fisher­
men. as wen as the natura! endowments of the Costa Rican panner's land and his
management capabilities. The role of the intermediary was critical throughout the
project development process.

Ironically, the project ultimately was halted. due to an accidental death that led the
U.S. group to withdraw after its initial investment.

Much has been wlinen about the value of the LDC panner's knowledge of
local business customs and contact networks. However. the value of this
knowledge is contingent upon the underlying value of the resources he
represents. The emphasis on the value of an LDC panner's knowledge
appears to reflect the overall bias of previous research, which predomi­
nantly focuses on multinational companies (MNCs). Frequently, MNCs wish
to establish a presence in a country or region in order to rationalize a global
organization, prevent a competitor from gaining market access, create a
diversionary tactic, or for other reasons that do have have a direct profit
outcome. A joint venture with a local panner can shonen a learning curve
and may be the most economical means to accomplish their objectives.
SMEs, on the other hand. are interested in direct venture pay-off and take
the local panner's knowll:dgc for granted.
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Organizing technologies: Those organizational structures ,job descriptions,
training programs. etc.. which are essential to establishing effective busi­
ness systems. This type of technology is panicularly undervalued in the
Third World.

Planning technologies: The various systems necessary to set goals. identify
potential markets. and organize a company for future growth.

Controlling technologies: Supervisory, cost accounting, manufacturing
control systems. and other programs that guide and control routine busi­
ness activities.

Motivating and leading strategies: those issues of personnel direction. moti­
vation. group behavior. and other activities that help improve human poten­
tial within a company.

Increasingly, Third World enterprises realize the need for a continuing mix of
hard and soft technologies. With rapidly changing technological environments, it
is imponant to have outside linkages in order to keep up-ta-date in equipmentand
training techniques for worker motivation. Technology contracts help sell spe­
cific technologies, especially those having to do with maintenance. equipment
utilization. or the sourcing of new products and processes.

Technical assistancc contl'acts pro\'ide long.term relationships and are mecha·
nisms by which a company can sell knowledge or assistance overseas and gener·
ate unexpected income. As dil;cussed earlier. developing country firms have
difficulty linking to other organizations that can help train staff. update manufac·
turing procedures. and provide idcas for ncw products and programs.

Unlike the technology contract. technical assistance implies an emphasis on a
continuing mechanism for transfer of technology. That is. the contract focuses
more on issues such as training. personnel exchanges. or panicipation in semin·
ars. The following case combines characteristics of several related projects in
Thailand. Indonesia and lhc Philippines.

l,



3. Surprise Revenues and Incremental
Income Opportunities
Surprisl: rL'\<:I1UL' ~lrall:gJ<:S arc diclat..:d by uncxp..:ctcd circumstances or
opportunities. An American poultry operation. for instance, may be quite
successful in its current operation and not actively seeking new opportuni­
ties. However. if approached by a developing country firm seeking technical
assistance in order to upgrade its facilities and streamline its operations. the
U.S. firm mav have an excellent opportunitv to enter a long.term technical
assistance agreement whi~h will benefit both parties.

Generally. surprise or incremental revenue options may be categorized
as: technology sales. technical assistance contracts, or project management
fees.

Technology sales represent an opportunity for U.S. firms to sell patented
or non-patented technology or know-how to a variety of users. Additionally,
copyrights or trademarks. are also considered valuable technology. In the
Third World. technolog~' represents all of the knowledge systems that are
necessary to operatl' or expand a business. For simplicity's sake. we often
refer to technolog~' as both hard and soil s~·stems.

Hard technology Systl'ms arc rl'prcscnteJ b~' equipment, operating
standards, tools. processes or procedures. It is easy to envision this type of
technology because it has a c1earcut physical embodiment. Asmall chemi­
cal plant cannot operate without a variet~· of manuals that describe the
exact process and procedures that need to be followed when using equip­
ment or particular formulas. Hard technology is easier to sell because it
normally has clearly identifiable characteristics and its output or value to
the firm is easily measured.

Soft technology systems tend to be management systems which are not
so easily identified. but which have significant value to a firm. such as
planning systems. cost control procedures. and maintenance programs.
These systems are critical to a firm's ability to apply hard technology
effectively. The four categories of soft technology are:
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CASE STUDY:
Technical Assistance Contract· Thailand

Thl' I'atgruw Currura! I. 'II 1I1 Thailand Illanufactun:d :l \'aru:t\' of animal feeds,
LiJ.l ~l.··~l~li\"· 1l..,\.,JlJlIU:-- h;. 1..... lip tv Ij~jh.ii\.. ulj f ",'j ...·lIl1.' Pt.:~ ul ""nlnlai (L'CoS. Fu:" :"r~an~

uf lhe~e uperallun~. 111.1, ildl'" \ \\;1> lic\ dupcd luI' rellt-lI/lng and baggmg h:",d for
\,arluus U~l'~,

In 1981. 1';llgruw rl'l'U~llI/.l'l1 lhal ulle ubslacle lu dfkkncy was inappropriately
lrained supervisors at lhl' pdk'lizing and bagging stations. Since equipment changed
even' four to five veal's. il was felt that sume type of long-term training program was
necessar\' tu keep SUPl'I'\'I~UI'\' praclices up·tu.date with equipment changes.

Natgrow discussed its lraming dilemma with several U.S. equipment suppliers.
These firms had engineering capabilitic.:s to design and manufacture the equipment.
but could not provide sites where supervisors could receive on-the.job training.
Consequently, Natgrow was introduced to several U.S. feedmiUers who used similar
equipment. Natgrow was able to set up a simple technical assistance contract
through which it paid two U,S. companies to house its supervisors for six months a
year. By placing six supen'isors a year in the United States for training, Natgrow
accomplished a rotation rate of about ten percent a year. thereby keeping a steady
flow of newl\' trained supen-isors that could deal with the pelletizing and bagging
area.

Fur the U.S, compa"" this technical assistance agreement provided a unexpected
and welcume source uf ne\\' incume. The companies themselves felt no real burden at
having to onIv accept onl' or two trainees at a time. These U.S. companies had never
considered generating income from this kind of technical assistance sale.

Project management fees usually encompass a finite set of skills ·.offering to
help a company install a new system, set-up a new program. or carry-out a
specific task. Normally, project management fees cover a limited period of time
and are associated with large-scale engineering activities. For instance, large
turnkey plant developments t~'pically include project management fees. These
fees are paid to the engineering company to organize the various construction,
training, and stan-up acti\'ities necessary to the project.

It has become increasingly obvious in the 19805 that large-scale turnkey plants
are not being pursued in the Third World. Rather, financial groups are more
concerned with putting together consoniums and contracting project manage­
ment suppliers who do not require upfront. large-scale payments. Engineering
firms are still required for complex projects. Interestingly however, there are
many programs where a typical manufacturing company in the U.S. could eam
project management fees. Normally. these fees are for services performed for the
procurement of equipment. training of personnel. and production line start up.

The following case study is an analogy to actual projects in Mexico. Thailand.
and the Philippines.
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CASE STUDY:
Project Management Fees· Philippine.
Phifippinc Packers is a large companv that is involved in processing and distributing
\'arious food products. In the late 19705, the company investigated the development
of specialized food products that could be exponed from the Philippine ethnic
markets to the U.S. wcst coaSl.ln order to dC\'elop packaging more suitable to the U.S.
markct. Philippine Packers needed not onl\' to acquire new technology, but it also
neelkd 0. compam 10 aSSlsl with organization and development of new packaging
lines,

The coml'an\' had th,' nCCl-ossarv facilities and acquired the equipmentforaseptic
packaging, However, it lacked the abilit~· to organize a comprehensive management
system. It needed the assistance of a U,S, company skilled in aseptic packaging that
could help install new equipment. train personnel. and set up the secondary procure­
ment procedurcs.

A three-~'ear contract was consequentl\' agreeu upon with a U,S. company to
control the technology suppliers and to assure that the equipment was installed and
employees were effectively trained. The U.S. company was asked to assure that
accounting. shipping. and other general procedures were changed to fit the new
aseptic packaging system and to coordinate the development of its marketing and
sales practice in order to meet the expectations of its U.s. clientele.

Although this contract has not gone into operation. it reflects an increasing trend in
the Third World to seek nontraditional project management and technical assistance
suppliers. At the same time. the U,S. firm had an opponunity to understand the
Philippine market. to lkwlop ,-elationships with a powerful offshore packaging
group. and to gain a n,'w source 01 revenue and income.

It appears that there is a large worldwide market for the sale of technology,
technical assistance and project management skills. Unfonunately, very few U.S.
companies are actively engaged in offering these services. In most cases studied.
the companies are unaware of how to package. transfer. or managesuch technol­
ogy sales. At the same time. however. the developing country firms are aware of a
variety of technology and technology assistance needs. but lack the experience
and networks to locate suppliers or to organize contracts to gain access. There
appears to be a strong opponunity for intermediaries to playa role in bringing
together technology suppliers and users.

We can conclude that ventures between U.S. SMEs and Third World panners
take place when underlying economics or commercial advantages are perceived
to be great enough to offset the costs and risks inherent in the venture. This is a
necessary ··but not necessarily a sufficient-· condition to motivate the panners to
work through an often difficult and time consuming development process.

Success depends upon a wide range of venture-specific factors. such as the
product, the complexity of the manufacturing process or technology involved.
the purpose of the venture, the form of the venture. the presence orabsence ofan
intermediary, and the amount of investment involved. The host COUDtry. its
companies. the personalities of key players, interpersonal chemistries. and the
prior international experience of the panners also play imponant roles. It is
imponant to bear in mind that these are business relationships. Macroeconomic
goals. infrastructure development. industrial development and job creation
benefits. all normal priorities in the development community. are not theprimary
motivations in business Vl'nturcs.
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E. A VARIETY OF FACTORS CONSTRAIN
VENTURE DEVELOPMENT

Thc rcsuun;c fit bCl \n:~'11 L'.S. ~!1lall· anl! m~'dium-~izcd ~'r:tcrpnscs and dcvelop­
ing country firms creales a lcnilc contcXl lur ccnain t~'pes of cooperative busi·
ness relationships. Manufacturing drawback and expon development were
found to be primc areas fur SMEs. Extractivc industries. commodities. and
infrastructure development projects require more extensive resources and are
more appropriate for larger enterprises.

The process of venture development is often long and arduous. An idea for a
venture goes through a series of steps or stages on its way to becoming a
functioning commercial reality. Each stage imposes new barriers and restrictions
that must be overcome. Not surprisingly. ideas suffer a high monality rate during
this development period. Lack of information. experience. and management
resources combine with cultural barriers to stop many projects.

1. Lack of Information as a General Constraint (
Risk is perceived to decrease with knowledge or information. The more informa-
tion one has about a situatiun, it is believed. the better (less risky) the decision. The
ability to make an "informed decision" depends on the amount and quality of
information at hand. A lack of information on the pan of both U.S. and LDC
businessmen can act as a major barrier.

Much has been written about the global village. shrinking world. and the effects
of mass media communications that bring the world into one's living room. The
fact of the matter. however. is that decision-makers in smaller U.s. enterprises are
insular. with U.S. businessmen evidencing a "stay at home" attitude. As long as
business is good. they are generally satisfied: when they experience a downturn in
business. they may look to expons as a possible source of increasing sales
revenues. but are not likely to be more ambitious in expanding internationally.

This same insularity is a prevailing characteristic of businessmen in the devel­
oping world. We frequently found that the most successful firms were the most
reluctant to consider venture relationships that would give them access to the
U.S. market. If they are doing well. they are generally satisfied and not motivated
to seek out new opportunities. If the\' have a problem. then the motivation
increases substantially. but unlY if management perceives a venture as a solution
to the problem.
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One of thl: pnmarY re'I:>I)II" 1;,;1\ ,uup~'I"alIH' \ ~'Ilt un:s ar~' nU!l:onsld",n:d bthal
businessmen un bUlh siue:- ar~' IIl1aW'lr~· uf thL" pussibilities. Even If lh~re is
awareness, firms an: likely III b~' ulllamiliur wilh the process and stcps im'ul\'cd··
they do not know how to begin ur where to get preliminary information. Without
this rudimentary knowledge. lh\.,\' can be paralyzed and overwhelmed by the
prospect of what they mighl imagine is involved. Intermediary organizations
which push ideas forward and assist with project development can help over·
come this problem.

The JVFF survey performed for this study found a strong concensus that
"developing country firms lack a clear understanding of how cooperative ven·
tures can be structured and how they can be used as a business development
strategy." A similar high level of agreements was shown for the statements.
"Developing country firms ha\"e difficulty identifying specific opportunities that
could provide the basis for a joint \'enture or coventure relationship," or "A lack of
direct experience or knowledgc of other firms' successes in developing interna­
tional ventures inhibits U.S. and LDC firms from pursuing these types of ven·
tures." (See Appendix C)

Clearly, a major problem in \"enture development is to identify a definite project
idea. or profile. proposed by capable entrepreneurs.

Information and knowledge from direct experience. or even familiarity gained
through knowledge of other firms' successes. are lacking. We should not be
surprised by this. After all. the entire emphasis on SME venture development is
relativelv new. at least in terms of a wider business audience. Since joint ventures
and coventures have been recognized to have potentially positive implications for
business development. job creation. and competitive advantages for both US.
and LDC firms. there is a strong need to disseminate information. education. and
the "hands·on" support required to introduce this concept to businessmen on
both sides.

2. Cultural Barrien Inhibit Venture Formation
Venture development constraints somewhat related to lack of information and
knowledge include geographic dis;;mce. travel and communications expenses.
language and cultural differences and. unfortunately. a general negative percep·
tion of the Third World on the part of U.S. businessmen. Without the benefit of
specific country experience. U.S. businessmen tend to group developing coun·
tries together. There is a general perception that the Third World is not a good
place to do business because the government might expropriate one's business.
the markets are small. government red tape will tie-up a business forever unless
one knows who to bribe. it is difficult to get money out of the country. new
governments are continually coming into power, and everything changes.

Those in the development community. as well as others with direct knowledge
of specific countries. know that these generalizations do not hold up. Some
developing countries ha\'c: an excellent business climate and stability; however.
all developing countries gc:t "tarred with the same brush." Development of ven- .
lures is generally more attractive in industrialized countries. Intermediaries such
as lawvers. consultants. 01" \'olunteer programs. especially those that are aware of
industrv..specific opportunitil·s. arc ablc: to bridge the gaps of knowledge and
undc:rslanding.



CASE STUDY:
Contract Manufacturing· Costa Rica

Pico CE Cosmetics manufacturcs a \'arict~· 01 women's cosmetics. including eye·
~hado\\. lipslid,. hud\ P"\\ 0,'1", The compan\' has becn a successful manufacturer
and expOl1er III Central Alllcm:a lor a number ul \ cars. In I ~S4. the prcsident of Pico
CE was asked to accompany a l;U\Crnmenttradc mission to the United States. He was
anxious to support go\'ernment programming for ncw export dcvelopment and was
seeking product diyersilieation opportunities for his company. During the trip. he
spent several days in Orangc County. California. visiting a number of electronia
plants,

While visiting the plants, he was surprised to see that the assembly operations were
very simple. He stated. "My plant actuallv requires much more difficult operations
and activities. 1realized that electronic assembly sometimes is not high technology at
all"

Upon his return, the president spoke with government export agencies. but found
the,' were not WI'\' inlCrested in the an:a of simple assembly and believed local firms
sh~uld inYcstigat~ more complex technology and larger·scale operations. Yet Pico
CE's president knew he would not be able to convince his board of directors to
undertake majur new experiments with complex electronics technologies.

Since he was unable to obtain suppurt from government export agencies. he felt
that the deveiopmenL of proouction of electronics products by his company required
the assistance of an intl'l'n1l'oiar\'. He presenled his problem to an American attorney
who had spenL man\' \L"lI'S In (usta Rica urganizing projects between U.S. and local
firms. The allurne\, underslUw the' situation and agreed to look for an opportunity
that would allow Pico tu !!L·t a foot in the dour by running limall·scale tests of selected
items to determine il the' COOlpan\' could cumpete effectively and take on larger
orders.

In 1985. discussiuns began with a company in California for Pico CE to assemble a
simple pill box cuntaining a built·in timer which would alert the user when a pill
should be taken. Pico (E agreed tu start with 10.000 units to beassemblcd at a cost
determined by the U,S. compan~·. Simply speaking. the president did not want to
waste time trying to cost out something he knew very little abouL He was willing to
gamble and use a few workel'li to aliScmble an initial order. If successful his planwas
to open up a 35.000 square foot area that would employ approximately 300 worken
in order to assemble hetween 300.000 and 500.000 of the same or similar electronic
products.

It is important to note the lole of the intermediary in this case. Fifteen u.s.
candidate firms were introduced to Pico before a suitable firm was located. In
contrast. the government agencies were not interested in the lower level technology,
even though simpler transactions were easier to start. They had agreed to help Pico.
but. in fact. had introduce-d ilto onlv one potential firm. The private intermediary, on
lhe other hand. quicklv understood the entrepreneurial concerns of local and U.s.
firms and the need to bring several firms into contact with Pico in order to find the
right "fit."

The entrepreneur's confidence to go forward with his idea came from hisability to
visualize the production requirements for electronic assembly operations and his
foresight to engage an intermediary to locate a pilot program.

The attitude of the government export development agencies in thiscase illustrates
a general problem in the area of SME venture development. Many deveJoping coun­
try governments believe that only the more highly developed, sophisticated technolo­
gies are worthy uf lheir development efforts. while smaller, less sophisticated
assemblv u\X:ratiuns arc nut taken seriouslv or are treated with disdain.



3. Partner Selection
The Conference Board s( udy, "Joint \' en! ures with Foreign Panners," stated that
the most significant problem for joinl ventures is that of locating a suitable
partner. An experienced international executive who participated in this study
was quoted at length on this issue:

"The greatest problem is finding satisfactory panners. especially in less deve­
loped areas. There appears 10 be a serious shonage of potential panners who
possess both funds and managerial talent who are not already tied to competitive
companies. Even where there are panners available. their concepts of quality
control. pricing, markcting. reinvestment, dividend policy, and accounting may
be so alien to a foreign panner that there is no hope for an effective rapport."
(Conference Board. 1966)

Harrigan's research also illustrates the importance of panner identification
and selection. She found that the ultimate success and endurance of joint ven­
tures was "largely a mailer of managing the chemistry among the partners
...managers must develop a way to tell in advance whether joint venture chemis­
tries will succeed and what factors mediate the success of failure of a venture."

An important dimension of the panner identification and mutual selection
process is the issue of credibility and trust. In addition to the need for a reciprocal
resource fit and "good chemistry," businessmen pay panicular attention to
anotherfirm's "track record" and history. Of panicular concern is the question of
whether or not the po(cntial panner will be able to deliver as promised. This is a
general characteristic of all business relationships. and takes on even greater
significance in cooperative ventures that are expected to endure for someperiod
of time. Essentially, the buyer wants to make sure that the seller can deliver what
he says he can, in accordance with the terms of the agreement and specifications.
He also wants to make sure that the seller will still be around if he has any
problems after the purchase.

For his part, the seller wants to make sure that he is going to get paid. The risks
of potentially high costs. loss of profits. and other negative cosnequences that can
result when one party to a transaction fails to meet his commitments are major
reasons why businessmen prefer to deal with people they have dealt with in the
past or, alternati\'ely, ;I\'l' rel:umnll:lllkJ by suml'one they know and trust.
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Man\' International \'c'nlurc's in\'()h'c firms and individu;),ls who arc strangers
:md like'!\ h:\\'c' no <Jlh,'; !~ll'll',c'" :1"<Jcla:D ill common or c;),S\ ;)((c',,,. ((J r~aci\'

information that \\ iii :,ihl\\ IhL'111 III "dlc'L'k the other guy u'ut." This lack ~f
c.'cdibk c,\,;duatiol1 ;I""i,,'anc'c' C;\I1 L'UI1"traill Ihc \'cnture dcvelopmcnt prOCl:Ss.
Most cxpLTicnccd dic'llb al;rcc that. "Din:ct contact with pott:ntial partners is
probablv the most imporwnl factor in building confidence and commitment to a
venture."

4. Other Risks In LDC Joint Ventures
The relational and market risks inhercnt in a production sharing joint venture or
coventures are not significantly different from the risks a firm would encounter
when relying on any domestic subcontractor who is responsible for supplying a
subassembly or product component. Though these risks are not substantially
different. they are greater when LDC firms are involved. Components must be
delivered on time, in the right amounts. at the level of quality specified, and for the
agreed upon price.

On·time delivery of goods to a U.S. firm can be critical. In the garment industry,
for example. shipments to retailers by manufacturers are often tied to advenising
campaigns and special sale days. If delivery from a sewing subcontractor is
delayed and the garments are not in the stores for, say, the Washington's Binhday
sale, the retailer loses sales, incurs wasted advenising expenses, and more than
likely has to deal with angry customers who came to the store specifically to buy
that particular sale item. The garment manufacturer, in tum. also loses sales,
since the store will not accept the shipment after the sale is completed. The
manufacturer has not only lost sales. but he now has a shipment of garments that
no one wants. He has to find another buyer. probably in the "off price" market.
who will give him 20 cents on a dollar·-if he's lucky. Consequently, he also may
lose the retailer as a future customer.
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A JVFF survey of 56 exp~ricnced venture partners and intermediaries were
asked to list the most difficult issues, or problems, they faced in developing a
specific venture. Those most fn::quenth' mentioned included:

• the LOC firm's inabilitv to provide accurate price quotes based on volume
purchases;

• the LOC firm's inability to understand the exact quality control specifica­
tions required throughout the production process (in-process quality
control);

• the LOC firm's inability to adapt production to the higher volume levels
required by the U.S. firm;

• the LOC firm's inabilit\' to understand the importance of "timely" delivery;

• the LDC firm's lack of business s\,stems and inabilitv to train workers to
perform production tasks at requ'ircd quality levels; .

• the U.S. firm's lack of confidence that the LDC firm can maintain delivery
schedules: and.

• the difficult transitiun to industrial cultural values in non-industrialized
countries,

These are basic issues that must be addressed by developing country firms if
they are to become credible. n:liable partners for U.S. firms and are to compete
with the newlv industrialized countries of the Far East. If an LDC firm is unable to
address and ~arry out ac'curate price quotes. quality control. training of skilled
workers. respond in a timcl~' manner. provide business systems and managerial
skills to provide on schedule ddivery. then it is unlikely the LDC firms will be able
to compete in world markets.

LDC firms face additional problems. such as the inability to obtain (import)
hardware and other basic manufacturing supplies. They often are unable to
secure adequate financing for upgrading plants and equipment and they tend to
be out of the mainstream of industry developments. They do not routinely attend
U.S. trade shows. are not contacted by salespeople (a primary source of new
ideas I products) and often have to deal with government restrictions and changes
that are not supportive of business.

As has been stated before. the decision to halt the development of a venture
may occur at any phase of the venture formation process. LegaJ obstacles. such as
import restrictions or other trade barriers. can spell the demise of a venture. as
can the lack of funding or managerial commitment. If the venture proves to be
too expensive. too difficult. or otherwise untenable. management will probably
scrap the idea.

Our survey determined that intermediaries who work with the U.S. and devel­
oping country partners and arc familiar with the entities involved in the develop­
ment of an international coventure can help smooth the venture formation
process. The involvement of a capable intermediary familiar with all parties
involved can be critical to successful vcnturc formation.

,,.
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FACTORS THAT CAN HALT VENTURE FORMATION

• Partllcrs LanilUt ~l'l .d,,"~

• Managers cannot get olol1g

• Mark.:ts disapp.:al'

• Promised deliven' could not be mad.:

• Partner reneged on promise

• Appearance of a better alternative

• Inability to manage n:nturc effectively

• Inexperience in coopl'l'ation

• Inaccurate initial understanding of each
partner's contribution

• Geographic distance

• Communication problem - language or other

• Equity disputes

• Staffing disagreement

• Profit distribution

• Political disruption

• Production factors. price changes. and availability

F. SUMMARY OF DECISION-MAKING ISSUES

We can conclude that joint ventures and coventures between U.s. and developing
country SME panners take place when the underlying economics orcommercial
advantages are perceived to be large enough to offset the costs and risks inherent
in the venture. The venture development process. however. is a difficult and
time-consuming process. Success alsl' depends on the mechanics and character­
istics of the specific venture, the pcr~onalities and experience of those involved.
the host countr" environment, and the presence or absence of an intermediarv. It
is worth empha~izingthat these factors are all related to business motivations. 'not
economic development goals.

Probably the single most important barrier to venture development in the Third
World is the degree of percl..·j\'cd risk associated with a venture. Market risk and
relational risk are presl:nt in any joint or CO\'l:nturc. However. due to a variety of
factors ··cultural differl:nces, lack of common understanding, geographic distan­
ces. dcvelopml:nt expenscs, I1cgativl: pl:n:eptions and attitudes·· these risks are
perceived to bl: greater whl:n a foreign firm is considered by a u.s. firm as a
venture partner. A variet~' of othl'r internal and external factors within a firm
constrain the development of wopcr:uiw ventures. Lack of information regard­
ing venture possibilities. lack of familiaritv with the venture development process.
and the inabilit~ to locate qualified partners all act to hinder or constrain the
venture development proC\.'ss,
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IlDplications for Restructuring
Trade and InvestlDent
Assistance PrograDls
The united States AgenC\ luI' IIlI~Tllatiunai D.:\dopmcnt (LSAID) and a \"ariety
of intcrnational de\·dopm':lll uq:aniziltions an: pl'l'sl'ntly implementing pri"ate
sector development programs lhroughout Ihe Third \\'orld. Often these projects
are designed to encourage busim:ss linkages bctwecn U.S. firms and firms in
developing countries. Th~'s~' programs assume that such linkages will improve
businesses and in turn will gl.'lll.'r'\l~· increased emplo\'ment and foreign exchange
earnings for the dcveloping cuuntries.

In many. countries. pri\'ate I.'nterprisc strategies have focused on encouraging
foreign investment. However. there is a stronger opportunity to develop coven­
tures rather than equity- sharing joint ventures or independent direct foreign
investment.

Ludwig Rudel repons in his study on international technology access (June.
1986) that most AID projects lor thc private sector are designed to "create a more
hospitable policy environment for foreign private investment and seek to estab­
lish mechanisms by which local private companies may find panners abroad who
match their respective needs and help foreign firms find suitable local panners."
Rudel goes on to poim out that AID programs. along with other intergovernmen·
tal programs. usually tend to strengthen the institutional framework for handling
the foreign investment and trade process. However. many trade and investment
programs have proven ver~' costly and have required much greater time and
follow-up effort than originally planned.

The JVFF research effons bear directly on the mechanisms designed to create
international business linkages and on the type of ventures that are most likely to
emerge between developed and developing country enterprises. The conclusions
suggest the need for greater emphasis on engaging SMEs through information
dissemination and more effective use of informal networks to bring opponunities
to the attention of key decision makers and to link panners with potentially
mutual business aims and interests.

Many developing countries have established government investment promo­
tion organizations which conduct general public relations throughout the deve­
loped countries. Some ha\'c organized programs aimed at highly.specific
communities in the United States. Few programs recognize that coventures are a
viable strategy for small-and medium-sized firms. Many government programs
are primarily oriented to attract foreign investors and. therefore. tend to emphas­
ize projects that involve equitv. Our research suggests that coventures and less
formal business structures offer more potential than does direct·foreign·equity
investment in LDCs.

A central concern of this study is the ability of the firms on either side of the
international transaction to carry out planning and research activities. To some
degree. many trade and investment institutions assume that there is some active
search interest on the part of one or both of the panners. In fact. our research
tends to suppon the conclusion that few enterprises have clear ideas of the types
of projects they could pursue or the benefits of such projects. and therefore. are
not motivated 10 ~xploit information and search systems. Programs designed on
the assumption that SMEs are actively searching for international opponunities
should be modified to help companies identify opponunities and formulate
proposals should also providc further followup. such as feasibility studies. and
cost benefit analvscs.

\



A. TRADE AND INVESTME~T ASSISTANCE PROGRAMS HAVE
NOT ALWAYS BEEN CONSISTANT WITH AID STRATEGIES

The overall AID private ~l'ct()r ~Irategy intends to exploit the capabilities of
private entrepreneurs in order 10 achieve economic and social development
goals. Anum ber of programs wit hin AID reflect the emphasis on using the private
enterprise for direct foreign investment and joint venture stimulation. Many of
these programs are designed to help rationalize. modernize. and otherwise res­
tructure the private enterprise so that it can playa more significant Tole in
generating employment and foreign exchange.

Program strategies are generallY built on the premise that firms require assist­
ance in improvlng operating technology, access to foreign markets. and develop­
ing manpower within their operation. 11 is often assumed that U.S. and other
developed country enterprises will help provide the technology, marketing chan­
nels or other business linkages necessary for business and organization develop­
ment at the firm level.

Most USAID programs addn:~s the need for technical assistance simultane­
ously with the need to impron: the policy environment that affects risk taking,
foreign investment, and other pl;vate sector activities. Technical assistance pro­
gramming is increasingly orienled loward helping the private enterprise establish
a more competitive position abroad and bv establishing linkages to SOUTCes of
offshore technology and markets. This assistance is often termed "capacity
building".

Confusion between capacity exploitation and capacity building creates serious
problems in program development. In many developing countries. macroeco­
nomic studies suggest a wide \'ariety of surplus capacity. In fact. in many cases.
this capacity is inadequate and unusable. It is critical to understand the difference
between usable capacity and the need to significantly overhaul and create new
capacity. A program exploiting viable and available capacity needs to focus on
contact. exchange of information, and getting panners together for deals that will
probably not require significant investm.:nt or long-term horizons. On the other
hand. programs to build new capacity require longer time horizons and the need
to focus on basic investment decisions including staff training, or developing new
products. Creation of new capacity often requires inputs from developing
nations, panicularly improved production processes.
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Anumber of r~cent truth: and in\'~stm~nt programs sought to ~xploit perceived
capacit\' with disappointing results. In the area of offshore assembly, many
expectations were raised about the possibility of shifting garment and metal
fabrication tasks into th~ Caribbean Basin from Asia. Unfonunately, these shifts
have not taken place rapidly. since they literally required the creation of new
plants rather than the exploitation of existing surplus capacity. The presence of
physical structures and equipment does not indicate a true capacity to manufac­
ture. assemble or operate an enterprise. This critical distinction has plagued a
number of development programs.

B. PROGRAM DESIGN SHOULD COMBINE
DIFFERENT STRATEGIES
Some 15 tradl: and invl:Stml:nt programs in operation worldwide were reviewed
to isolate principal design and planning features (see Appendix A). Major design
issues were identified to provide a basis for evaluating different program
approaches. Programs were found to focus on improving a firm's environment,
its operational capability, and its ability to attract investors, technology ormarket
access mechanisms into the country, usually from a developed nation.

Historically, assistance has focused on building up local institutionalcapability
to help firms gain accesS to credit. technical guidance, and other suppan. Local
institution building is still central to many larger assistance programs, but there is
an increasing emphasis on building stronger links to external markets, sources of
technology and operational assistance. Intermediaries and specialized consulting
firms are often employed to facilitate these linkages.

The most common strategies identified in our review of current programs are
listed below. Some programs combine a mix of these specific strategies.

• Programs which cmphasizl: attracting direct foreign investment as a princi­
pal means of creating and g~'nerating foreign exchange.

• Programs which focus princi;~ally on building host country institutions to
provide training and technical assistance to local enterprises.

• Programs which establish significant representative offices or contact pro­
grams in the United Stnh:~ nod other d~vclopcdcountries to locate potential
panDers or iO\'cstors,

• Programs which focus on a panicular I~vel of technology, i.e.. programs
which ~mphasize mon: advanced tcchnology goals as targets for joint
venture or coventures,

• Programs which cmphasiz~ creating a demand for technical assistance or
sen'ices as well as providing a supply of technical assistance, i.e.. programs
that have in.place net works to help companies identify problems and create
an interest in impron:ml:nt.
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• Programs which t uc:u:> un assistanl.:l: [ur cxpun aCli\ ilics. 0110 opposed to
lhose that focus on import substitution or sub-regional trade.

• Programs which encuurage the utilization of a variety of intermediaries as
opposed to programs which tend to use one panicular channel to stimulate
trade and investment relationships.

• Programs which pro,"id ..· funding 10 reduc..· the risk of travel. research or
ulher aui\"ili ..·s Ih', .."~~;Ii"' lu mU\"l' '''"'nlUre~ lhrough th ... ;::orojcct Cycil:.

• Programs whid1 ;\1",' built around shun-time horizons, i.e.. those lhat
assume trade and il1\",'~1 menl acti"ities can be initiated and put in mOlion in
a rclatin:ly shun period ul lime (less lhan three years).

• Programs which pn)\'ide luans and luan guarantees for projects which are
ex~cted to be \'iabk' u''''I" the lung lerm,

• Programs which eSlablish credit rating services in overseas countries so
that potential U.S. juint \'enture partners can qualify host country firms
with some degree uf speed and confidence.

• Programs which research business opponunities. comparative advantage.
and legislative barril'rs .lOd incentives prior to the design of industrial
development and trade promotiun projects.

• Programs which help host country governments to translate laws, write
clear regulations. and streamline administrative procedures: all of which. if
overly cumbersome. can drive away potential investors and partners.

Some USAID programs build up the technical infrastructure of the host coun·
try (education systems. laboratories. etc.). whil others deal directly with enter­
prises or institutions expected to facilitate enterprise growth. Those programs
aimed directly at the enrerprise can be grouped into two types: those which are
designed to affect the internal capabilities of the firm and those focusing on the
external environment or resource support.

TYPES OF ENTERPRISE ASSISTANCE

Internal Focus E%ternal Focus

• Training services • Provision of access
to business networks
(local and international)

• Information and partner
search services

• Trade and expon • Financing services
management assistance

• Technical assistance • Improvement of policy
and investment climate



This framework helps illustral~' \\hv programs normally designed to deal with
business activities or management processes within the firm also need to relateto
the political and market em'ironment outside the firm. Within the firm. programs
must address production. finance. marketing. human resource development.
product development and international business svstems. Companies must be
able to build their management processcs-·planning. controls. staffing, organiza­
tion structures. and leadership systems-·in order to compete internationally.
These needs are addressed by programs that provide direct assistance to enter·
prises and by those which build local institutions for long·term assistance capabil.
ities. These objectives can also be met by programs that encourage foreign
investors or technical partners.

C. SIZE OF BENEFICIARY ENTERPRISES
INFLUENCES PROGRAM DESIGN

Many trade and investment programs have a mix of activities to "build capabili.
ties" of local firms. while others "exploit" capabilities by moving the enterprise
into new markets. products. or producti\'e svstems. Development experts vary on
the degree of emphasis that should be placed on these goals. but generally agree
that capacity building and capabilitv exploitation must come together. Unfortu·
nately. this is analogous to the "chicken and egg" dilemma. Local enterprises
under increasing pressure to earn foreign exchange. compete effectively. and
diversify their interests will usuallv not invest in long·term capacity improve.
ments without identified markets. Similarly. foreign markets. clients or partners
are reluctant to become involved with 1000:al firms uncommitted to improved
capacity and efficiency.

Enterprise size can predict the fm:us of assistance which will be more useful in
the short and long run. Larger local firms are capable of linking to foreign
investors or establishing new joint ventures and services. They usually are also
able to absorb training, export assistance. and other technical assistance more
effectively. This is not the case of the small· and medium·sized local firm nor of
the microindustry or informal sector.

Typically limited by capital. management. and experience. SMEs are not able to
jump into major new activities with larger foreign firms or to undertake major
changes in business activity. For growth, management will tend to look for
smaller incremental changes from shoTt·term productivity gains or new market
opportunities requiring small amounts of capital or management effort. The most
appropriate focus for SME programs then would be activities such as coventure
strategies. subcontracts. and simple trading activities.

The microenterprise or informal sector firms are almost totally incapable of
absorbing complex assistance or major new business opportunities. especially
those involving substantial changes in products or manufacturing processes. IJke
the SME, the very small firm will be very receptive to programs that help it export
a product or extend an existing service. Providing export management services or
basic training and technical assistance services that incrementally improve exist­
ing operations and processes have a much greater impact than those that involve
major changes in organization characteristics and operations due to the limited
ability of these microenterprises to absorb change. Changes in the local policy
environment and market conditions may not have a dramatic impact on growth
of these enterprises for the same rl:ason.

\.



D. OTHER KEY DESIGN ISSUES

The development of local technical assistance organizations. professional associ·
ations. consultants. and training institutions is an imponant parallel activity to
reinforce direct enterprise assistance programming. Most COUntries have a great
need to improve the ability of local educators. and consultants to work with firms
to improve operations. stimulate planning. and otherwise act as a catalyst for
managerial and technical change. The activities of local suppon organizations
should be coordinated with programs that link local finns to immediate sources
of technology. market channels. or intermediaries. The following diagram illus­
trates which trade and investment strategies are the most useful for different
types of enterprises. (Naturally, training and technical assistance is useful to all
types of enterprises. but has th~ greatest impact on smaller enterprises.)

The policy and general economic environment has the most decisive influence
on the enterprise. and is th~ most difficult to change. The trade. investment and
technical assistance strategies can be mixed to reach a variety of beneficiary
communities and associations. Technical infrastructure development should be
linked to direct enterprise assistance. Venture development programs require
strong industry contact n~tworks. and sustained pressure and follow-up to
initiate ventures and move them through the process. Cooperativeventure devel­
opment programs are an alternative or complementary adjunct to trade and
investment programs. especially for small- and medium·sized firms.

Enterprise change is a long·term effon which requires specific expenise and
continuing pressure to achieve demonstrable results. This means that most
shorter·term programs can achieve only minimal demonstrable results unless
closely tied to building local capacit~' to continue assistance and networking. The
ability to forge personal and practical links to the U.S. business and technical
community is invaluable for the d~velopingcountry firm. yet network building
and maintenance is very difficult for smaller firms to execute.
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Entrepreneurs and professional managers generallv comprehend the issue of
risk and resistance to change. The success of any new program strategy. such as
fostering SME joint and coventures. depends upon the program's ability to dem­
onstrate success. disseminate appropriate information and education, and rein­
force perception and attitude changes that come about slowly. Joint ventures and
coventures are already a component of assistance programs designed to streng­
then private enterprises. They will be increasingly useful as networks strengthen
and business strategy options are more widely understood. Assistance to acceler­
ate cooperative ventures will be most effective when it provides networks to
identify opportunities, search for partners, qualify strategies. and assist in plan­
ning and launching the venture.

E. JOINT VENTURES AND JOB DISPLACEMENT
IN THE UNITED STATES
The present political environmen t within the United States argues for greater use
of the ioint vcnture strategy in Third World development assistance. Our assist·
ance efforts reinforce private enterprises and free market systems, but money for
direct assistance is limited. The U.S. Government will discourage programs that
promote LDC exports to thl.' United States at the expense of U.S. industry. How­
ever, SME cooperati\'e \'Cntures with LDC firms can benefit both firms and their
countries in general. U.S. SMEs ..III.' the most inlportant job creators and technol­
ogy developers in our economv.

. "over 90 percent of the 20 million new jobs formed in the U.S. in the last decade were
generlued by small businl.'ssl.'s. while employment in larger firms has declined. The
dynamiC resource representl.'d by smaller enterprises is gaining recognition world­
wide. At the same time, U.S. share of international technological innovation isdeclin·
ing. an estimated drop from 75 percent to 50 percent in the last 30 years. It is not that
the U.S. is innovating less. bUl that other nations have also recognized the rower of
the commercialization of Il.'chnology to stimulate economic growth and create new
jobs." U.S. Depanment of Commerce, 1986.

This quote is from a Department of Commerce document which argues for
more cooperation between U.S. and foreign firms. The program for International
Partnerships for the Commercialization of Technology (INPACT) maintains that
"U.S. and foreign companies alike can better profit from cooperative entrepre·
neurial activities that can bring together technologically innovative people. pro­
ducts, and processes, and expand markets." INPACT argues that joint ventures
have distinct advantages over direct investment and licensing since they tend to
preclude one firm exploiting or absorbing the other. Further. having a vested or
full-time panner in an overseas country provides stability and other advantages.
The smaller U.S. or developing country firm cannot access the necessary market
expertise. tcchnology, or management systems necessary to compete internation­
ally without such ventures. It is clear that cooperative ventures can help move
smaller firms into international business, whether through the more committed
joint venture sought b~' the INPACT strategy or the coventures that represent the
first level of firms 'coming lU~ethl.·r.



Unfortunal<:h', o\'<:rs<:a~ \L'nl urc~ ;\IC UIICIl pcr~'ci\cu mcrch' as a wav to movc
jobs offshorl' without am ciirL'd bL'ndit to thc unit<:d States. Cl~arly jobs arc
sometimes lust whcn m~\IlUialIUnl\~ \'CIlIUrcs moyC into ucvdoping countries,
However, it is the gencral fl'~'lln~ that without som~ t\'pe of coop~rative venturt:
smalh:r L:.S, manulallurL'I'~ ,;;;;Ilul (UI11PL'1l' df<:ctin:h'. l'.S. companit:s no
longer haH: tht: luxurv uf JClluing to compct~' inl<:rnationalh ··the: international
markct has come to them and thc\ must compctt: to protect thcir closest regional
markets from international cumpctitors, The movcment toward an increasingly
open world economv has meant greater competition for U,S. domestic producers
in virtually all industries.

For 16 years. the International Trade Commission has studied the relationship
of offshore production and loss of jobs. It concluded that cooperative ventures.
like joint ventures and production sharing. actually build employment in the U.S.
Prociuction sharing is a term that usually means combining U.S. technology and
content with host country labor skills and factor costs through a two plant system.
According to management expert Peter Drucker. "This growing trend (produc­
tion sharing) is pushed by the dynamics of world population. The developed
countries are strong in management. capital. technology and consumerpurchas­
ing power, The developing countries offer enormous and rapidly growing labor
surpluses," (Drucker. 1980) Our description of joint ventures and coventures
involves many transactions that arc outside of simple of manufacturing agree­
ments. but offshore manufacturing ventures create the greatest concern over
exporting jobs simply to achieve cheaper labor input.

Interestingly. in the production· sharing ventures, registered under the U.S.
Tariff Code categories 806.30 and 807.00 --where we might expect to see signifi­
cant job export-- the U.S. companies seem to have improved their job generation
ability. In terms of goods partially manufactured and imported back into the
United Stales through production sharing agreements. the U.S. content of these
imports has increased from 15.4 percent of their total value in 1966 to 24.8 percent
in 1983. More importantly. the firms feel that they have been able to improve their
competitiveness and protect the jobs at hand.

Sixty-six firms in the United States involved in production sharing were sur­
veyed regarding direct displacement of jobs. in their business. not considering
jobs protected by a venture. Eleven companies reported a one-for-one job dis­
placement. Sixteen reported less than one-far-one job loss. and thirty-four
reported negligible or no job loss. C1earlv some of the firms surveyed gave up
some direct manufacturing jobs. The broader point to be considered is that they
in some way enhanced their overall competitiveness, Most offshore production
ventures are done out of necessitv --if a company cannot locate skilled workers in
the U.S.. or cannot afford to pav them. the price of not looking offshore may be to
shut down completc/\', In t his wurst casc. no jobs are protected and no one in the
U.S. company benefits, (S,,'c chart)
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II ,,'I'm, Ih;ll 1'!'(Idu,'IIl"1 ,11;11111~ "impruI'" lS '.'l1ll1r"lltil'cncss in world
;'.'"IIf..,'t" ,'I,h;1I1'," ilk ,'1111""\ 1111'1'; ic'I,'i, ,,j 111,' :\111,'11',111 IIt)/'f..luJ','L', ,uprorh
L',S, IUI\:i!,1l puhc\ 1111,'1',',1" ,,'1(1 1" ()\Ili,', ,'\lIh'lil:lIl L'UII'UmL'J':> IIllh t:umpl'ti­
til,'11 pric,'d :l1t,TI1;\\II,'" I"~ "Ii"ill lur,'i~lllllll'lllb'Il'U/llllllll,'L' luJ' 800,30 and
807.00 Inc.. 19~41 PloJ Ullllll\ ,Ii ;\11111,; 'lIlll,'IIIlIe:" III luil,'s ,UIlle: Ius:> ul U,S, jobs to
protl'ct 01 hers, Cunsitkrin!l Ihal Ihl' CUmnll,Tl'l' Dl'panml'nt estimates that
3ppru:\im:lll'h' 25.(1(10 joh, ;11\' ,T,';lll'J UI ,uslaim:J fur l,,'l'r\' ~ I billion exports,
lhl' $5.4 billiun ul Juml'slil' ,ulll,'nl in pruduL'liun sharing in 1983 can bl' asso·
ciated with proll'cting 136,000 jobs.

It is difficult to sa, whl'tlll'r illlrorting thl' pruducts partiall\' finished with onlv
labor value: adde:J, as uppu,e:J lu proJucing whull\ within the U,S" takes jobs
awa\' from thl' Unit,'d Statl's, The: Cum mittel' for 806.30 & 807,00 cites a stud" bv
the: Flagstaff Institutl', a nonprofit rl'scarch organizatiun dedicated to impro~'ing
world trade:, whidl statl's that 50,000 Aml'ricans workl'd in jobs supplying compo­
nents shipped abroad fur ~06 anti 807 asscmbl\' in 1976, Another 836,000 pe:ople
II,T,' diret:tll' l'mr1uI ,'d in e::\port ·1"lated manufact uring to supplv less developed
countrics \\'ith ;lth'ann,d ll'l'hnological rrodul'ts, Thl'sc tlirl'ct manufactUring
johs r,'suil,'d ill indir,'u "lllpl\IIIlI,'nl in Anl"I'IL'a 01 suml' 2.9 million additional
p,'rsons, makll1L: Ih,' impa,'\ 01 !lOo/807 -rd;lll'd iobs 3,7 million in total.

[t is l'as\ to sal Ih:lt t h,' 011 ,hoI'" PI'OJUl:! ion sharing anJ 01 her Juint vcnture and
I'O\'L'n\ urI' sll-alq;i,'s hl'lr l: ,~, rinns Illainl;lin dfici,'nn", Th,' most likel\' l.'nd
rl'sult is that w,' .11',' prol""tin~ ,killl'li and '1'l1li -,kilk'd workers' jobs but sacrific­
ing cl'rtain lowcr-skilled bhor joh" In a hro;,d ,cns,', inJustries are participating
in the: normal c:\l'hang"s or llllllparali\'L' ad,'antaj;" that underlie: international
t r:td,'. Thl.' Commit"'" 1'01' Prlldll"1 ion Sharing (in Marl'h 1986, Thc Committec for
806.30 & 1107.00, Inc r,'or!l;1I1 i/,'d a, 1h,' t'llIll111itl,',' for ProdUl'lion Sharing)
argue's \hat thes,' 1\'1'1" "I 1,'IIIUrI'S hdp L',S, lirms h,' hdpin~ thl'm 10:

• maintain l'untrul ()\ ,'I III ,T;dl hll,ill"'" op,Tations

• prOll'L'l rropriL'I;II'\' ;In<l P;I1l'1l1 ri!llll"

• rrOll'l:! :lnd ,'nhalH'L' Ilh' 11IanUI;ll'lurin~ has" in th,' L:,S,

• illlrnll'" 'Olllr,'lilll"II"'" "I l'nd ilcm pl'olllle:t,

OUlsiuc: ul manul alt ul'in~ \ ,'nlur,'s, w,' e:an Sl'C Ih;1l Ih,'!icl'nsing, t:omarkcling,
and other II'PI'S ul I ,'nlllr,', h,'lp lirms dl'I','lop inll'l'Ilalionall.':\periencl', access
markl'ts, and impn II",' lllmp,'1 il il"'II"SS Ihrough \\,;\I'S 01 h,T than rl'ducing labur
COSIS,
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This sluc.h has alll:mpll:LI tv lI11q!ralL' 1lll'L'L' IlJalur 11:~l:an:h areas:

1. the usc of joint \CnturL'S and l:O\l:ntllre~ I:nhanl:c compctitivcness of both
U.S. and LDC fimls;

2. organizational and managerial charactcristics of small-and medium-sized
enterprises that affect venture formal ion and dcvelopment: and

3. the role SMEs CLln plLl\' in Third World dcvelopmcnt through joint ventures
and coventurcs.

Our aim was to review how, ami under whatl:onditions, small-and medium­
sized U.S. enterprises can contribute to developing economies through ventures
with LOC firms, and simultaneously enhance cach partner's position in national
and world markets.

Generally, we found that developing and developed country SMEs can playa
role in international economic development through various types of joint ven­
tures and coventures, but the extent of this participation is significantly con­
strained by numerous factors on both sides. It is not likely that SMEs represent a
major new development strategy with far-reaching impact, at least in the shon
term; rather, ventures with small- and medium-sized firms should be considered
by development professionals as another "arrow in the quiver", so to speak, as
opposed to a new "weapons system" for LOC development.

Significant constraints on the wider use of joint ventures and coventures
between developed and developing country SMEs include limited capital and
managerial resources of small- and medium-sized enterprises, their lack of famil­
iarity with international ventures, and a "stay-at-home" attitude, panicularily on
the pan of U.S. firms. For these companies to change. there must be a confluence
of changing values and economic necessity. Changing values can be addressed, in
pan. through information and education. but potential ventures must have a
sufficient economic potential and risk/benefit rationale if they are to be explored,
let alone developed. Sharing risks and resources is an obvious way to serve
multiple goals when common interests outweigh individual interests.

In addition to the limited resources of SMEs, another significant constraint on
venture development is the type and level of contributions LOC panners can
offer to U.S. firms. As LOCs are, by definition, less developed industrially, their
potential contributions to increasing the competitive position of developed coun­
try partners are limitcd. Labor is the most important contribution. We found that
the most frequent motivation for U.S. SMEs to consider a venture is to reduce
assembly labor costs. Other common motivations are to increase revenues
and/or serve new markets, uften by Ikcnsing tcchnolugy or entering into other
types of agreements that would allow an LOC rirm to markct and manufacture (in
whole or in part) a proprietary product.

The ability of a U.S, SME to capitalize upon an LOC natural resource or unique
geographic advantage represents another basis for venture formation. Although
this reason has generally bcen associated with larger multinational corporations
which have the nccessary capital to invesl. opportunities do exist for SMEs in
areas such as nontraditional agricultural products and natural endowments.

LOC SMEs, on the other hand, have somcwhat different motivations and
objectives for pursuing cooperative vcnlures. Access to the U.S. market, which
can represent a market andlor product diffcrentiation strategy. is a significant
motivating force. Greater utilization of labor and production facilities, often
achieved through subcontracts with U.S. firms is another popular venture ratio­
nale. Access to more competitive technolog~' and know-how is the driving force
for other LDC-initiated ventures.



SMEs approach the entire venture develupment process from a significantly
different point of view then do largt:r and multinational firms. By definition,
multinational firms have a different perception of their sphere of operations.
Small· and medium-sized firms tend to bt: domesticallv orit:nted. This attitude, in
combination with the resource limitations of SMEs, increases the level of risk
associated with these t~'pes of ventures. Increased economic risk (or perceived
risk) becomes an obstacle to active investigation of potential opponunities, and
can preclude serious consideration of potential opponunities that may be pres­
ented. Often this barrier is reduced when a key executive has some familiarity
with a panicular country or region. A founding rationale for certain venture
development contact programs is to redw:e this risk by increasing information
flows and reducing the cost of initial explorations by SME executives.

Although SMEs in the developing world appear to be more prepared to consider
cooperative ventures than their U.S. counterpans, the general opinion among
development professionals and executives interviewed during this research is
that many LOC SMEs are unable to perform at the level required to compete in an
increasingly competitive international business environment. They often lack the
managerial and technical expenise required to panicipate in more sophisticated
ventures. Many suffer from the less developed nature of local infrastructures,
and others are victims of broader guvernment polidcs and goals that are not
conducive to business development. For example, currencv restrictions and time­
consuming procedures that dclay imports of needed parts and supplies make it
difficult for the LOC firm to perform at &\ kwl n''luin'd in l1l"1llllWrilliw htl"inclili
Vt!IllUJ'c.

It is imponant to recognize the unique characteristics and needs of specific
target populations and organizations when developing assistance programs. Not
all strategies are appropriate for all pupulatiolls. Thl..' findings of this study have
several implications for policy formulation and program design which are dis­
cussed in detail in Chapter VI. In summary. juint ventures and coventures are a
viable approach to enhance competitiveness and economic prosperity of U.S. and
developing country enterprises.
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Appendix A: ----.-

ExalDple Trade and InvestlDent
Assistance ProgralDs
Many less developed countries have establisheJ guvernment investment promo­
tion organizations which engage in gl:neral public rclations effons throughout
the developed countries. Somc have put togethcr programs that are aimed at
highly specific communities in the United States. Fewer programs look toward
the conventure strategy as a viable strategy for engaging smaller- and medium­
sized firms. Many government programs are principally interested in attracting
foreign investors and tend to emphasize projects that involve equity. Our
research suggests that there is potential for engagement. on a broader front. of
industrial activities through coventure and less formal business structures.

The overall AID private sector strategy intends to exploit the capabilities of
private entrepreneurs to help achieve economic and social development goals. A
wide number of programs within AID indicatc the emphasis on utilizing the
private enterprise for direct fureign investment and juint venture stimulation. A
review of these different progr~lmsallows the isolation of the principal design and
planning features.

Typical types of technical assistance prugrams that arc being pursued include
the folJowing:

The African Project Development Facility. spunsorl:d by the International
Finance Corporation. the African Developmcnt Bank. and the UN Develop­
ment Program. provides advisor" services tu small- and medium-sized
African I:ntrepreneurs. AID is providing tCl:hnical and managerial assist­
ance directly to entreprcneurs to assist them in designing and implementing
projects and arranging financing. The Facility provides specialists who
identify viable indigenous I:nterprises read~' for expansion and new busi­
ness ventures that need help with start·up activities. The Facility works with
U.S. institutions. including AID, in identifying potential U.S. sources of
technical and financial assistance.

The Egyptian Investment Aut/writ.'· Feasibility Fund provides monies to
underwrite travel and feasibility studies of U.S. or Egyptian companies
contemplating a joint venture activity in Egypt. Travel expenses of up to
$6.000 can be whullv underwritten wilh this fund. Feasibilitv studies can be
fully covered up to' a cost of $250.000. .

The Export Bank 01 Costa Rica (BANEX) was SCI up to provide special credit
services and technical assistance to major export development industries in
Cost Rica. The principal strategy of BANEX frum its first years of opcration
was to provide information and assistance fur large U.S. and developed
country enterprises who might wish to 0pl:n plants for offshore production
in Costa Rica.
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The Foundation for Economic D/!l'eloplII('nl (FIDE) in Honduras provides
funds LO underwrite l\.:chnical assistance, n.:search, and information
requirements of Honduran firms. Linkage and partner search activities are
carried out by a number of contracting consulting firms which are located
in different regions of the United States. The FIDE program places great
emphasis on being able to assist a firm from its initial business idea through
a variety of different technical assistance, manpower development, and
market development stages.

The FUSADES/PRIDEX Program is a trade and investment program sup­
ported by AID in El Salvador. This program establishes a U.S. linkage office
that works along side a trade and investml'nt program in EI S:llvador. The
program uses missions and seminars to promote interest of U.S. firms in a
wide variety of programs in El Salvador. The program also provides funding
that will reduce the cost of travel, market research. and technical assistance
that is required by either the U.S. or Salvadoran investor. This program
allows intermediaries to bring programs into Salvador and to exploit
resources or other networks being used by the FUSADES/PRIDEX
program.

GIDCO Technology Transfer Pilot Projecrin India utilizes a private volunteer
organization (PVO) as a principal contractor. This program. expected to
begin in 1986, plans to have the pva play an important role in promoting
joint ventures between U.S. and Indian firms. especially in joint research
and development, and oppurtunities tu commercialize technology applica­
ble to the Indian market.

The Industry Council for Development. a U.S. based nonprofit membership
organization, receives minimal AID support in order to help meet the needs
of planners and managers for information, advice and assistance in their
efforts to halt environmental deterioration and promote sustainable agri­
cultural production in the Sahel. A working group of large U.S. and Euro­
pean multinational corporations has set up a service center in Africa to
assist in agroindustriai development efforts. The leO has included private
voluntary organizations, international nSliistann' agencies, and host coun·
try and regional organizations in its reClln-nalssann' missions designed to
identif~' problems. build consensus und design pro.ieCI solutions. This pro­
gram is a guod example of how AID can usefullv tie its funds and know-how
to existing programs in the private sector.

Tlte Indonesian Executive D/!velupmem Fllnd is a program of AID and the
Ministry uf Finance tu stimulate pri\':lte sector d.:\'clupment by improving
the management of Indonesian firms. Begun in J986. the program enables
selected senior level Indonesian executives to visit the United States for a
formal management training LUurse fullowed by a several week internship
in their field of specialization with a U.S. ~ompany. The training program
affords the foreign executives an opportunity to study American manage­
ment practices, while allowing participating U.S. companies to become
acquainted with possible business pnrtn....rs.



The Market atJd Technology Access Pro;eci (MTAP) is an AID project work­
ing in six countries (Yemen. Tunisia. Thailand, Turkey, Costa Rica and
Haiti). This project focuses on assisting smaller consultant and interme·
diary firms assemble a variety of con\'enture and foreign investment activi­
ties. The program's initial 3cti\'itiL's in Custa Rica mdicate a higher
probability ot c()Ycnturc programming as opposed to direct foreign invest­
ment activities.

Path/Health Link is the type of U.S. based organization with the capability
that AID seeks to work with the private sector overseas on a commercial
basis. Health Link provides brokcring. feasibility and financing services.
and identifies products and U.S. com""nies that can find a market in
,developing countries. It works wit h the U.S. company to find a local panner.
assist in obtaining needed regulatory approval. and assess the local market
for production potential. AID provided both a grant and loans to promote
the introductionof health technologies in the Far East. through local private
production and distribution channels.

Tlte Private Enterprises Promorioll Pro;ec:r in Sri Lanka uses a "big eight"
accounting firm to support a business development center. This center has
contact points in Sri Lanka and the United States. In the U.S.• the program
can provide market studies as requested by Sri Lankan companies.
searches for U.S. partners and distnbutors, and analyses of appropriate U.S.
technology sources. The business center in Sri Lanka, in tum, has contact
activities with local companies. and acts as a channel for technical assist­
ance and linkage between itself and international search and information
systems.

Private Sector and Developmem Project in Thailand has a U.S. consulting
firm assisting the Thailand Board of Investment to generate and process
investment applications. The consulting firm has been retained to represent
the Board of Investment and to perform searches for U.S. companies
interested in investing in Thailand. This program has developed a system
through which companies can be identified in the United States and quali­
fied in terms of investing in Thailand. This consulting firm often arranges
missions of Thai businessmen to visit U.S. firms to begin exploratory talks
and evaluations. In tum, return visits and contact programs are organized
from the U.S.

Project Development Assistance Program (PDAP) in the eastern Caribbean
utilizes the services of a "big eight" accounting firm. Specifically, the con·
tractor has set up contact offices the in eastern Caribbean and deals primar­
ily with encouraging direct foreign investment into the region. This
accounting firm uses its own networks and a wide variety of other associa­
tions and volunteerorgani7.atiuns to hel" identifv intl'rested U.S. panics and
bring them into cuntact with "utcntial "m·tn,"'s UI'investment opponunitil.'S
in the eastern Caribbean. This "ro.iect has gradually evolved towards
greater emphasis un building institutional infrastructure within the eastern
Caribbean to continue trade and investment promotion.

U.s. -ASEAN Center for Technology Exchange was funded to establish
linkages between private scctors in the ASEAN member countries and
private U.S. sources of technology. This program relies heavily on office
representation in three ASEAN countries and a central office in the United
States, Specifically. the program devdops inten..'5t in joint ventures and
coventure through inCormation services, and providing missions and recon.
naissance programs that bring ASEAN investors into the United States and
U.S. investors into various ASEAN environments.

The US. Investment Promorioll Office (USIPO) was established by AID in
Egypt. This local institution was set up to create linkages between u.s. and
the Egyptian business community, The program offers information servi­
ces and investment profile programs, The USIPO dues not have a perman­
ent office in the U.S., but its staff travels rcgulad\' betwecn the countries in
order to help ta~et :lnd assist juinl \'cntur,' "r()~r"mming,-
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Appendix B:
Quantitative Research
Measures
Two approaches for developing quantitative measures were pursued during the
research of the Joint Venture Feasibility Fund. The instruments focused on a
systematic analysis of 84 cases being handled by the program. The second set of
measures will be illustrated in Appendix C.

The first set of quantitative measures were develuped by examining and categ­
orizing 84 cases being handled by the JVFF staff. C<ltegories were developed on
the following criteria:

• Industry breakdown
• Who initiated projects (U.S. or Calibbean company)
• Type of venture (vertical, horizontal. juin! venture, coventure, or spider

web)
• What was strategic goal of the pru~r;tm

• Size of venture partners
• Role of partners
• Main contingencies affecting project

Appendix C will present the results of an attitudinal survey that sought the
opinions of experts in the field of intermediatiun. This questionnaire was broken
down into four sections:

• What were partners initial objcctivcs?
• What factors inhibit formation uf juint vcnturcs and euvcntures?
• What do firms believe are the general allributcs of coventures and joint

ventures?
• What are the difficulties 01' pl'ublcms must wmmonly experienced in day.

to.day operation?

The following pages review the results of the quantitative measures without
supporting analysis or interpretation.

----- -



QUANTITAVE MEASURES I
CHARACTERISTICS OF 84 CASES

1. INDUSTRY BREAKDOWN AND INITIATOR OF COOPERATIVE
VENTURE SAMPLE

Initiator u.s. Caribbean Intermediary
JV CV JV CV JV CV

Industry

Service 2 0 1 0 1

Agribusiness 4 6 3 9 0 3

Ught
Manufacturing 2 12 3 16 0 1

ApparelfTextile 2 0 2 0 1 i-'ZContinuous Process 0 0 0 1 0 0

Forest Products 1 0 0 0 0 0

Pharmaceuticals I 0 0 3 0 0

Development 0 I 0 0

Service and
Manufacturing 0 0 0 0

Heavy
Manufacturing 1 0 0 0 0 0- - - - -

12 22 8 31 0 10
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2. VENTURE TYPE BY FORMS OF ALLIANCE

Vertical Hori:,olllal Spider-web Overall

Coventure 70% 4llt. Illl, 75%

)oint Venture 22~, 3'It, 0% 25%

Overall Sample 92% 70" 1% 10096

3. PROJECTS BY COUNTRY AND BY INITIATOR

,"lllmber of Percent Initiated by
Country Ve ntIIres U.S. Firm

El Salvador 12 42%

Dominican Republic 10 30%

Haiti 9 11%

Honduras 10 4096

Guatemala 3 33116

Costa Rica 12 4290

Panama 2 10016

Jamaica 11 4590

Belize 3 67116

Trinidad 3 10016

Grenada 3 6790

51. Lucia 10090

51. Vincent 10096

Nevis 10016

Bahamas 10096

Antigua 100%

4. STRATEGIC USE OF COOPERATIVE STRATEGY BY u.s. FIRMS

Strategic Focus IJr, of % Initiated
of U.S. Firm Ve n IIIres by U.S. Firm

•• ·"'!'~I.'Ir"~2&~.~. __.~ 1. 51 -.

Cost reduction 6390 43116

New revenue source 16110 30116

Experience I ()4lo 4396

New Business 4~, 10016

Product
"Differentiation 3'\, 50l/() f

,w,..



-.-:--.~-- ~"''' .. '. , .......

5. STRATEGIC USE OF COOPERATIVE STRATEGY BY CARIBBEANFIRMS

Strazegic Focus of 90 of % /nizial~d by
Caribbean Firm Venlure.s Caribbean Firm

Market Access 3896 4~96

New Business 3196 5696

New Revenue 14% 6096

Product
Differentiation 10% 3396

6. ROLE OF CARIBBEAN FIRM IN COOPERATIVE VENTURE

Role

Manufacturing

Agricultural Production

Provide Facility

Market Channels

Raw Materials

7. ROLE OF U.S. FIRM IN COOPERATIVE VENTURE

Role

Provide Channel

Technical Assistance

Design Assistance

Raw Materials

Provide Facility

% of Type

63.496

19.796

6.196

6.196

4.596

% of Type

52.096

45.596

5.496

3.696

3.696

8. MAIN CONTINGENCIES IMPEDING VENTURE FORMATION

Conringency

U.S. Partner

Feasibility

Markel

Caribbean Partner

Financing

% of Problem

34.696

19.296

16.796

15.4%

14.196



9. TYPE OF INTERVENTION BY JVFF

r.vpe

Travel

Technical Assistance

Feasibility Studies

Partner Search

Unkage

JO. SIZE OF VENTURE PARTNERS
A. Joint Ventures

U.S. Partite,.

Average Size
Minimum
Maximum

Caribbean Partner

Average Size
Minimum
Maximum

B. Coventure

U.S. Partner

Average Size
Minimum
Maximum

Caribbean Partner

Average Size
Minimum
Maximum

% of Intervention

42.2%

20.0%

18.5%

10.4%

8.9%

$10,000,000
350.000

25.000,000

$ 5,000,000
35,000

16.000,000

$ 7,000,000
100,000

25,000,000

$ 4,470,000
60,000

4,000,000



Appendix C
Questionnaire
Results
The second approach for developing quantitative measures pursued during the
research of the Joint Venture Feasibility Fund utilized a questionnaire that was
circulated to Individuals considered expert or in some way heavily involved in
joint venture and coventure development.

This segment deals with measures which are attitudinal in that they sought the
opinions of experts about which factors seem to be the most important. The
questionnaires focused on four areas of interest:

• What were partners initial objectives?

• What factors inhibit formation of joint ven~ures and coventures?

• What do firms believe are the general attributes of coventures and joint
ventures?

• What are the difficulties or problems most commonly experienced in day­
to-day operations?
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QUANTITATIVE MEASURES n
ATTITUDINAL QUESTIONNAIRES

PARTNERS'INITIAL OBJECTIVES

Factor Imponance of Factor
(percentage of respondents)

5 4 3 2

Musl Important
1. To expand existing 33.3 48.7 18.0 0 0

production facilities
and/or reduce costs mean = 4.15

2. To expand existing 38.5 38.5 20.5 2.5 0
marketing, sales and
distribution mean 4.13

1c13. To gain a competitive 44.7 34.2 13.2 7.9 0
advantage

mean 4.05

4. To gain access to new 35.9 33.3 20.5 10.3 0
foreign markets

Ilh:UII ~ 3.95

5. To scll acquired 10.3 28.2 36.0 23.0 2.5
know-how mean 3.21

6. To secure access lu 18.4 31.6 18.4 15.8 15.8
raw materials me:1O 3.13

7. To use outdated re- 5.3 15.8 23.7 39.5 15.7
sources in a profitable
manner mean 2.49

8. To gain profits on 5.4 16.2 32.5 24.3 21.6
excess funds mean 2.46

-.
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FACTORS INHIBITING THE INITIATION OF JOINT

VENTURES AND COVENTURES

Factor Extent of Agreement
(percentage of respondents)

5 4 3 2

Most Important
I. Lack of direct exper- 65.0 27.5 5.0 2.5 0

ience/knowledge in
joint ventures mean 4.55

2. Developing country- 45.0 40.0 7.5 7.5 0
firms lack an
understanding of how mean = 4.23

i~
joint ventures can be
structured and used as
a business development
strategy

3. Developing country 45.0 35.0 10.0 7.5 2.5
firms have difficulty
identifying joint- mean 4.13
venture opportunities

4. Firms lack the 47.5 30.0 5.0 12.5 5.0
management resources
and time needed to plan mean 4.03
and execute cooperative
ventures

5. Firms lack the 42.5 30.0 20.0 7.5 0
confidence to initiate
cooperative ventures mean 3.95



FIRM ATTITUDES ABOUT COOPERATIVE STRATEGIES

Factor Extent of Agreement
(pcrct:ntage of respondents)

5 4 3 2

Most Important
I. Direct contact with 80.0 10.0 7.5 2.5 0

potential partners is
the most imponant mean 4.65
factor in building com·
mitment to the cooperati\'t:
venture

2. Firms lack understand· 50.0 40.0 2.5 7.5 0

t~ing of how to use con-
sultants to help mean 4.33
organize joint
ventures

3. Smaller firms are more 37.5 35.0 20.0 7.5 0
prepared to consider
equity rather than non- mean = 4.03
equity forms of cooperation

4. U.S. firms seldom con- 32.5 35.0 10.0 10.0 1.5
sider a cooperative
venture with a develop- mean 3.75
ing country firm as a
viable strategy

5. Larger companies are 28.2 35.9 20.5 12.8 2.6
more preparcd to con-
sider juint Venlun: JIIcan 3.65

'. -.
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CAUSES OF DIFFICULTIES AND PROBLEMS EXPERIENCED IN
PARTNER RELATIONS AND DAY·TO·DAY OPERATIONS

Factor Importance of Factor
(percentage of respondents)

5 4 3 2

Most Important
1. Differences in part- 18.0 66.6 12.8 2.6 0

ners long and short
term objectives mean = 3.88

2. Host government inter- 33.3 43.6 15.4 2.6 5.1
ference or changes in
national policy mean 3.88

3. Inability to recognize 28.2 48.7 12.8 10.3 0
and adapt to the need
for change mean = 3.85

4. Partner was not able 23.1 51.3 23.1 2.5 0
to perform at the
expected level mean 3.8S

5. Inaccuracy of initial 23.7 42.1 34.2 0 0

~ 0expectations regarding
profitability of the mean = 3.7
venture

6. Inaccuracy, incom- 23.7 50.0 18.4 7.9 0
pleteness of initial
studies mean 3.7

7. Difficulties in inte- 18.0 53.8 17.9 10.2 0
grating policies. pro-
cedures and operating mean 3.7
methods with established
corporate routines

8. Language and cultural 33.3 43.6 15.4 2.8 5.1
differences mean = 3.68

9. Conflicts of interest 18.0 41.0 25.6 12.8 2.6
between venture objec-
tives and local part· mean = 3.5
ncr's uther business
interests

10. Effects of geographic 10.2 30.8 28.2 23.1 7.7
distance on routine
communications mean 3.05

11. Initial reasons for 13.9 13.9 41.7 25.0 5.5
venture were no longer
valid mean 2.98
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APPENDIX D:
GENERAL TRENDS IN GLOBAL JOINT VENTURE ACTIVITY

A. CONSTRAINTS ON
THE ANALYSIS

The process of assessing trends in joint venture formation. requires reasoned
generalization. Joint venture formation is but one manifestation of private direct
foreign investment (FDI). Parent multinational enterprises (MNEs) have under­
taken nearly 12.500 PFDIs through roughly 100,000 foreign affiliates; approxi­
mately one quarter of these operate in developing countries. The flow of U.S.
private FDI is a complex function of the operating environment with the volume
and areas of activity sensitive to the political stability and economic promotion
policies of the host countries involved.

Given this understanding, conclusive evidence exists that the volume of private
FDI activity and the incidence of international joint ventures. in particular. have
risen steadily in the post-I~50 period. The key underlying causes for this trend
have been the general grouth of the international economy, increasing interde­
pendence among national economies. assertion of sovereign rights in resisting
wholly-owned subsidiaries. by many developing countries and recognition by
MNCs of the need to pursue cooperative business strategies in the face of an
increasingly competitive world economy and resource constraints.

B. DATA AVAILABILITY ON
JOINT VENTURES

The historical trends in international joint venture activity have been summar­
ized in recent study by Karen Hladik (1985), entitled International1oint Ventures.
Briefly, the groundwork for substantive trend analysis and statistical description
was laid by Friedmann and Kalmanoff's study of the developing country joint
venture phenomenon in the late 19505, and the analysis conducted by Stopford
and Wells and Franko on coventures of the 19605. The principal statistical work
on international joint venture~ befure 1975 i~ the Curhan. Davidson and Suri
study (1975) entitled Tracing the Multinationals. This study grew out of the
Harvard Multinational Enterprise (MNE) Project.

The Harvard MNE Project examined the formation of subsidiaries from an
inventory model approach and tr;u:kl.·O Ihe explosiun in private foreign direct
investment. The studv round that, from a net now of 2.196 subsidiaries at year­
end 1950. 13,795 subsidiaries were added in the period 1951-1975 and 4,793
"exits" occured. for a net increase of about 7,000 this tripling of the subsidiary net
flow in two and a half decades raised the total net flow to 11.198 by the beginning
of 1976. Of this net flow. nearly 70 percent (7.74t ) represented wholly-owned (95116
plus) subsidiaries. nine percent (1,090) consisted of majority owned. and another
nine percent (1079) were minority-owned (5-4906). The ownership distribution of
the remainder was unknown. An examination of the net flow of entries indicates
that 50% occurred in manufacturing, 2911(, in sales. 306 in extraction industries. 806
in research and development. resuurce expluration. and "other", and the major
operating area (MOA) or 5% were unknown.
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The primary contributions of the Harvard MNE stud~ and the other seminal
studies were the insights these studies providcd into the flow of PFDI which
iIlus~rated new ways of examining the U.S. uwrSCali investm~nt position. Of the
entries in the 1951-75 period. about 46(~, were ncwly formed. another 42% were
acquired. and 3% were descendent (reorganized) subsidiaries (remainder was
unknown). In characterizing the subsidiari~'s prior to 1975, Hladik notes an
increase in manufacturing subsidiaries over the period but hipothesizes that
collaborative R&D was uncommon in pre-1970 joint ventures. Other analyses
(e.g. Freidmann and Kalmanoff. t961) found that U.S. firms often internationalize
by purchasing existing manufacturing facilities with the goal of expansion. Fried·
mann and Beguin (1971) acknowledged a decad~ later the spread of joint ven·
tures into other MOAs. and. in particular. an incr~ase in extractive industry joint
ventures in the late 1960s. These findings suggest that private FDI responds to
opportunities and constraints in the host country environment and tailors the
entity formed in ways that are distinctive to th~MOA involved. Exhibit 1offers an
overview of some of these MOA-specific features cited in the Harvard MNE study.

Exhibit 1
General Characteristics of Subsidiaries Formed (1951 - 1975)

Feature by Major Operating Area (MOA)

All Joint Ventures:

• Joint ventures in LDCs rose from 410., of all joint ventures to 4996 from 1950
to 1975;

• Joint ventures, as a perc~ntage of all U.S. subsidiaries formed in LDCs. rose
from 24% in 1951·55 to 45% by 1975;

• Over the period. the acceptability of joint venture formation as a means of
conducting business in developing countries increased steadily; and

• U.S. firms have tended to view joint ventures with host governments with a
higher degree of suspicion than other types of joint ventures.

Manufacturing Joint Ventures:

• Accounted for a large percentage (68%) of all joint v~n tures form ed over the
period;

• Averaged 39% of manufacturing entries overthe period and reached as high
as 4896 between 1961 and 1965;

• Collaborative R&D was fairly uncommon before 1970;

• Small manufacturers (less than one half of industry leader sales) tended to
favor collaborative R&D entry over 1.5 times more often than large
manufacturers;

• R&D-intensive firms tend to prefer wholly.owned subsidiaries over joint ~

ventures to shield proprietary technology;

• Joint venture ~xpons often present a pl'obk'm luI' U.S. multinationals and
represents a source of joint venture inslabilitv:

• Over the period. there was a clear increase in the local ownership share held
in the joint venture entries: and

• Local ownership usually consists of one or a small number of private
panners holding a lar!!e block of shares (thus enabling little public trading),

l\
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Sales and Service Joinz Vel111lres:

• The benefits associatcd with fureign rann~:r~ \\crl.' Icss apparent in the past
among subsidiaries of which onlv ISllf, 01 the net flow were joint ventures;
and

• Among sales and service joint ventures, the U.S. firm was the minority
partner in fully two thirds of the incidents.

Extraction Joint Ventures:

• Extractive joint ventures activity tended to be fairly localized in the host
country selected;

• Wholly-owned subsidiaries represented 65% of the entries during the
period, leaving the remainder to joint ventures:

• As for all joint ventures, problems associated with disputes over retention of
earnings and dividends represent the greatest source of joint venture
instability;

• Minority owner joint ventures represented 6211u uf the joint ventures formed
in the period; and

• The incidence of joint venture formatiun with another specialized. non·host
country partner was a distim:tive feature ur extraction entries during the
period. particularly after the late 1960s.

Other Category: Exploration. Research and Development. Etc.:

• This segment remained a relatively small component of the total pool of
joint venture entry in the period;

• R&D joint ventures arc much mOI'e likely tu occur among the smallcrfirms
than larger firms, and the collaboration of owner-partners is facilitated by
similar cultural background and training; and

• There appear to be many opportunities for new types of finn cooperation in
these areas since the projects are usually unique and lack any comparable
precedents.

Hladik extended the wurk uf the Harvard MNE study by developing a database
of her own, based on interviews and tabulation uf a survev instrument from 420
U.S••foreign joint venture partnerships formed betwee~ 1974 and 1982 in the
manufacturing industries. Hladik found that the absolute number of interna­
tional joint ventures increased significantly in the period. particularly in the final
four years. but the pattern of joint vl'nluTl' formation reveals some degree of
cyclicality. The primary characteristics of the joint ventures in Hladik's sample
include:

• In contrast with the pattern of traditional joint ventures that tended to serve
only local markets. export activity was undertaken by about half of the joint
ventures formed each year;

2. R&D operation in juint ventures have increased fur only 8% of the sample in
1975 to over 2096 in 1982;

3. The relative proportions of majority. co-owned. and minority has remained
stable over time. although a significant unknown component remains; and

4. The most popular location for joint venture formation remains the OECD
nations with very few located in Jow income countries and no clear pattern
in the trend over joint venture formation in developing countries over the
nine year period.

Exhibit 2 summarizes the results of the Hladik research project.



_____ . ____ . __._. ______•••.-w..."'.-....SSII • .,7. ana-.-,a4C . ,
CJI(Iracteristic 74 75 76 77 78 79 80 81 82 Total

:..i I
Salllpic si7.e 64 29 28 23 28 54 72 68 54 420

·Activity
96 with exports 22" 34" 25" 3596 2196 3796 5396 51!t11 44" 3996
% wilh R&D 8«16 0% 7% 4'16 14% 22'16 2296 1696 2096 15'16

I,
·Owncrship
%majority-own 11«16 1096 1896 996 1896 1596 1396 1996 17" 15'16
96 nOli-majority 50'6 62" 4696 5496 5496 6096 51" 5096 56_ 55_ B4'16 unknown own 39'16 28'16 36% 22'16 29'16 31'16 28'16 31'16 28'16 3196

·Distribution
96 in high-illc 58'16 4896 57" 65'16 5096 5096 4796 5996 65" 55"
90 ill mid-inc 3496 48" 36% 35" 3696 4896 47" 35" 26" 39"
% in low· inc 3% 3% 0% 0% 796 0% 6% 1% 6% 3%

Soun ,.; Illadik. Karen. International loilll Ventures, (Boston: D.C. Heath &I Company, 1985)
Nol~: Uislribulion of joint ventures based on World Bank classifications as foHows:

Low inwme countries have GNP per capita or less than $410 (1980 dollars)
Midd'~ income countries ha\'e GNP per capila or bctween $420 and $4,500.
Iligh illwmc counlries have GNP per capita 01 O\'cr $4,800.

AI,,,· 11I;,jll' ii' constitult:s 51·900" 0\\ nnship. non.majoril.\ constitutes 1O-50C1ll ownership.

C. DATABASE DEVELOPMENT UNDERTIVCEN
FOR THE RESEARCH PROJECT

Gin~n rhe time and funding constraints of the Joint Venture Feasibility Fund
(jVFF) Rescarch Project. the database development effort was undertaken with
the go;tI \.1 idclltifying significant past trends injoint venture aClivity, investigat­
ing initial hipothcses specifically developed for the JVFF, and coUecting the most
CUlTl'lll data available from public and readily accessible non-public data. The
grcall"~1 obstade in conducting this trend analysis and building a current data­
base is the Iragmented state of the data and Jack of any single authoritative
sourcc. Evcn Hladik, who spent a considerable amount of time tracking down
dtal iOlls Irom the Frost & Sullivan's Index 01 Corporate Change acknowledged
that onl\" 70 percent of the citations could be identified.

The Ilclids idcntified abO\'e were tested in this database development and, for
the mu'·1 part, confirmed. Due to the apparent cyclicality of international joint
vent UII: Iormation, this database added a tally of total joint venture activity on the
theory Ih<Jt U.S. -based joint ventures often provide the foundation and relevant
expc/;cllcc basc on which firms can later undertake internalionaljoint ventures.
While SOIllC caveats must be applied to this theory (especially in the R&P area), as
intcrJI<Jtiollal joint ventures have gained acceptance among MNEs, lack of famil·
iarily wilh and experience in managing joint ventures have emerged as obstacles
to highl'!' levels of activity.
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III Ihe past five years, the absolute number of joint venture entries identified
(10-90% MNE ownership) rose 46 percent annually through 1983 (318 incidents)
unlil Ihe lolal number of known entries pulled back to 238 in 1984. Also, the
pallern of entries in the international and domestic areas closely paralleled each
other. During the pc.iod, international joint ventures consistently represented
about three £ifths of total joint venture entry activity identified (59.63.57,57. and
62% 1.1 each year. respectively). Between 1980 and 1983, international joint ven­
ture l:IlIJies rose 4390 annually until dropping 1896 from 180 to 148 entries in 1984.
The primary sourCl' for this database was Merger: Yearbook on Corporate
Mug",." Juim Femmes a"d Corporate Policy. Olher sources were employed to
cros~·chl·l'k the Merger information and to search for the joint ventures formed
with l.atin American and Caribbean partners.

Thl: uistribution of international and total joint Vl'nture entries over the past
five' l'ar acruss majur operating area (MOA) reveals those areas where interna­
tiunal joinl n'II1url'S han' a greater propensity lu occur. Exhibit 3 compan:s
absulutl' l'nln' counts luI' IOlal and internalional joint venture activity. For the
PUrr""I' 01 cumpleteness, the "unknown" compunent is estimated at 10%
althuugh (he actual pen:enlage in this category may range between 596 (Harvard)
and 30'\, (Hladik) uf the tutal number of joint venture enlril!s in any given year.
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EXHIBIT 3

mSTORICAL DATABASE OF JOINT VENTURE ACTIVITY
Comparative Joint Venture Entry Count

/984 /983 /982 1981 1980
SIC Industry /m TOI /m TOI /m TOI 1m TOI 1m TOI

20-45 Manufacturing 104 143 127 178 99 144 87 112 80 113
48-81 Sales and Service 31 73 35 97 35 87 21 49 11 30

1-14 Extraction 5 II 12 24 9 13 12 18 5 11
13.82·900 ther. Expl..
R&D 8 II 6 19 14 31 12 32 9 19

. Unknown 15 24 18 32 16 28 13 21 11 17

TOTAL 163 262 198 350 173 303 145 232 116 190

Note: "unknown" joint venture entries estimated at 10%of "known" absolute total

Exhibit 3 arrays the joint venture entry incidents or occurrences that closely
approximate the MOA categories used in the Harvard MNE study. The different
MOAs are referenced by the Standard Industry Code (SIC) numbers of the
business activities included under each MOA.lnitially striking is the high percen­
tage of manufacturing joint ventures conducted in the international field com­
pared with total manufacturing joint venture entries. In addition. the cyclicality
identified in entry activity by geographical area is mirrored in the MOAs. The
slowdown in entry activity in the exploration. refining and extraction MOAssince
1983 is indicative of this joint venture formation characteristic.

The distribution of total joint venture activity across the different majoroperat­
ing areas, pn.osentcd in Exhibit 4, has centered in the manufacturing industries
(over 5()ll(,) although the s&lk·s am.! sCI"vice industries arc increasingly popular for
joint venture formation. Entry rates for extraction industry joint ventures have
declined in popularity in recent years. probably due to the relative decline in raw
materials prices. Examination of the raw data indicates that a high proportion of
the domestic (U.S.) joint ventures are formed among R&D intensive finns and
consumer goods sales firms. In the international arena, a surge in automotive and
pharmaceutical joint ventures among U.S.. European. and Japanese £inns has
contributed to total joint venture growth.

Closer inspection of the MOA entry trends intemationaHy reveals that manu­
facturing joint ventures continues to be a popular form of entry into developing
markets and occurs with greater frequency in the international field than in the
aggregate. as reflected in comparing Exhibits 4 and 5.In 1984.63.8% of interna­
tiona.! joint venture entry activity occurred in the manufacturing area. about the
same level as 1983. Sales and service-related joint ventures have increased rela­
tively in recent years and have taken up the slack from a relative decline in
extraction and exploration joint ventures since 1982.
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HISTORICAL DATABASE OF JOINT VENTURE ACTIYlTY ..:::"
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Total Joint Venture Ac:t1vUy by Major Operatln, Area r~·. I

SiC' 11IC/1I.Hry /984 /983 /982 1981 1980

"i1
I 15-45 Manufacturing 54.696 50.996 47.596 48.396 59.596

48·!1I Sales and Service 27.896 27.796 28.896 21.196 15.896
I· 14 Extraction 4.296 6.996 4.3\16 7.796 5.896

13. 82-900 ther. Expl.. R&D 4.296 5.496 10.2\16 13.896 10.0'l6
- Unknown 9.296 9.1% 9.296 9.1 96 8.996

TOTAL 100.0\16 100.0\16 100.0\16 100.096 100.0\16

EXHIBIT 5
HISTORICAL DATABASE OF JOINT VENTURE ACTIVITY

r-' ~KInternallonal Joint Venture Actlvllely by Major Operating Area C() \SIC II/dl/s/n 1984 1983 1982 /98/ /980

-- -'-

15-4:; ~laJlul acturillg 63.8% 64.19u 57.3\16 59.8% 68.9v..
48-81 Saks ami SCII-icl' 19.0% 17.7% 20.2% 14.5% 9.5v..

1- l-t E)\tlacliotl 3.1% 6.1% 5.2\16 8.4% 4.3~

13. IC~·YOO llil'r, Expl.. R&D 4.9% 3.0% 8.1% 8.3% 7.8~

. l' Ilk no\\n 9.2% 9.1\16 9.2110 9.0\16 8.5~

JUTAl 100.0% 100.0% 100.0% 100.096 100.090

III lltl' poslwar period. manufacturing joint venlures have predominated both
ill Illl' Ien:1 of international joint venture entry and the growing net flow of
manulaclUling joint ventures. A growing volume of sales and service joint ven­
ture L'lllrics have captured a progressively larger share of the entry total. The
majolllhstadcs to drawing conclusions from the data stem from the uncerlaint~·

aboul the "lIl1kllOWn" element and lack o( complete data on international joint
venlUl ~'S in the 1976·19.79 period. Exhibit 6 provides the available historical
inforlllation on poslwar joint venture formation activity.
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EXlUBIT 6

HISTORICAL DATABASE OF JOINT VENTURE ACTIVITY
Poat·war Jolut Venture Activity

International Joint Venture Activity by MOA • Trend Table

SIC Industry 81·84 76·80 71·75 66·70 6/·65 56·60 5/·55

, p

",
..

..-- ... ,,"

15·45 Manufacturing 61.3% 48.9% 66.6% 67.6% 70.0% 72.0% 58.0%
48·81 Sales and Service 17.9% 22.0% 17.6% 14.8% 14.0116 13.0116 14.0%

1-14 Extraction 5.7% 10.1% 4.2% 3.8% 2.0% 3.0% 11.0%
13.82·900 ther. Expl.. R&D 6.11;\1 10.51;\1 10.2% 10.0% 6.0116 6.0% 8.0%

. Unknown 9.1% 8.5% 1.4% 3.8% 8.0% 7.0% 11.0%

TOTAL

SIC /lIdllSl/".'"

15-45 Manulat:turing
48-81 Sales and Service

1-14 EXlral·tion
13.82·900 ther. Expl.. R&D

- Unknown

TOTAL

100.0% 100.0% 100.0% 100.0% 100.096 100.0% 100.OClO

/95/·/975 /976·/984

68.000 52.2110
15.0'\1 25.090
4.0'l0 7.3%
8.000 10.8%
5.000 4.7%

100.0% 100.090

gB
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PROGRAM REPORT
THE JOINT VENTURE FEASIBILITY FOND

1985-1986
(February 1987)

The Joint Venture Feasibility Fund (JVFF) is a pilot program
established under the guidance of the Internationa1 Executive

·Service Corps (IESC) under a cooperative agreement with AID. Its
primary objective was to set up a program by which funds could be
accessed by U.S. or developing country small- to medium-size
firms (SMEs) and/or entrepreneurs for the purpose of supporting
market research, feasibility analysis and other costs associated
with the creation of joint ventures or coventures between U.S.
and developing country enterprises. A secondary objective of the
JVFF pilot program was to expand and test lESe's trade and
investment programming capabilities. It was also hoped that the
execution of the JVFF would provide a meaningful opportunity to
generate research and planning materials suitable to ongoing AID
planning and the developing community research interests.

To date, the JVFF has operated effectively for 16 months. It has
reviewed and processed 240 business venture options requesting
funding for feasibility study activities and has committed pro­
gram resources to 114 programs. Program review, acceptance,
tracking and reimbursement of approved program expenses has been
accomplished by a program manager and staff of two in cooperation
with the resources of lEse's Stamford Headquarters.

The overall results of the IS-month pilot program can be
summarized ps follows:

o lESe was able to organize and direct a small program
which managed a fund of $739,267. Program initiation and
establishment of operating controls were in place within
90 days of the initial agreement with AID.

o lESe demonstrated that a significant demand exists for
such funds and services. Over 400 inquiries were
recei ved as a resul t of but one public announcement and
two program development activities.

o lEse provided research materials and other inputs result­
ing from the JVFF program forseveral conferences and
seminars developed during 1985 and 1986. These gather­
ings brought together U.S. public and private sector

1



individuals who are responsible for policy and technical
issues relating to economic development programming, as
well interested small- to medium-size firms and indivi­
duals (see Attachment C).

o Though actual joint ventures were not anticipated in such
a short period of time, IESC's JVFF program was
instrumental in the formation of several agreements
to initiate and test venture development options that
could resul t in new job generation (see Attachment D).

o IESC, as a result of the JVFF pilot program, has de­
veloped revised Joint Venture Fund proposals for AID
missions in the Latin America/Caribbean and Asia/Near
East regions.

o The JVFF research component developed background material
and data on specific venture development cases. A manu­
script was drafted, which should be useful in describing
and evaluating joint venture and coventure character­
istics, as well as contributing to the private enterprise
planning and development initiatives of USAID and other
development institutions (see Attachment F).

The performance of the JVFF was carried out within the guidelines
of the the program's initial Business Plan. Several areas of
surprise led to changes in the ongoing proposals for IESC's joint
venture activities. For example, original program plans were
aimed at the review and funding of programs which would be ini­
tiated primarily in the Caribbean Basin Ini tiatve (CBr) region.
It is interesting to note, however, that more than 60 percent of
the program options reviewed and/or funded were initiated in the
United States. Considering this available U. S. supply of pro­
jects, initial plans for program promotion in the United states
were replaced by staff concentration on rev iewing, processing,
and tracking more than 100 programs approved for funding. Addi­
tionally, the JVFF office gradually became a source of infor­
mation regarding the CBI and sources of venture development
financing, governmental, and country information for programs
submitted for funding.

The JVFF pilot program results reinforced initial program plans
for actively participating and supporting partner search activ­
ities in addition to planned activities for funding market re­
search, feasibility study activities, and travel for "eye-to-eye"
negotiation by potential partners•.
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Most importantly, the JVFF pilot program has determined that the
funding of travel for joint venture preplanning and feasibility
study activities provides a unique and supportive mechanism for
building project development confidence and developing linkages,
which are critical to the further development of business expan­
sion and new ventures.

The JVFF program appears to fill a gap in private sector
development planning. It deals with smaller projects not related
to direct foreign investment or export promotion alone. Most CBI
nations have programs that deal principally with encouraging
foreign investment or nontraditional exports. The coventures and
joint ventures supported in this program usually do not involve
investment per se, but do stimulate business growth and
employment generation.

The JVFF requires beneficiaries to supply a simple business plan,
a bank reference, and some general background information
regarding the immediate tasks that will be funded and their
relationship to the business plan. The program keeps the review
process limited only to the basic requirements and does not carry
out any substantial technical analysis. It is felt that the
funds supplied are better used in support of travel and market
research than staff review. The client's willingness to support
half of the cost is the major qualifying issue in the presence of
clear planning effort and materials.

The components of this report are organized as follows:

JVFF Prospective Program Outline
JVFF Project Log
IESC Trade and Investment Seminars
Report of Projects Reaching Initial
Joint Venture Agreement
JVFF Evaluations
JVFF Research Monograph
(Draft December 1986)

Attachment E:
Attachment F:

I. The JVFF Experience
A. ' Project Identification
B. Search for Partners
C. Analysis of Options
D. Feasibility Analysis
E. Negotiations and Start-Up

II. JVFF Organizational and Operating Practices
III. Review of the Types of Programs Funded

IV. Summary
Attachment A:
Attachment B:
Attachment C:
Attachment D:
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I. THE JVFF EXPERIENCE

The Joint Venture Feasibility Fund (JVFF), a pilot program funded
by a cooperative agreement with AID and managed by the Inter­
national Executive Service Corps (IESC) was established in
September of 1985 to test whether IESC's existing field support
network in conjunction with other liaison and support organi­
zations could stimulate business venture opportunities between
Caribbean Basin and u.S. private enterprises. The international
debt situation and the political instability of Central America
provided a stage for new types of business venture activities,
such as joint ventures or coventures, which did not require
equity contributions from the u.S •. Increasingly available re­
sources for lower cost debt financing and the possibility of the
significant equity available from local investors was felt to
provide attractive avenues for investigation by firms seeking to
establish unique joint venture or coventure opportunities, such
as comarketing, production drawback, or licensing arrangements,
which involve a minimum of equity exposure.

The JVFF provided funding and program support for activities
encompassing technical assistance, venture planning activities,
market studies, feasibility activities, and travel for program­
related principals or consultants to carry out program feas­
ibility activities that could lead to joint ventures or co­
ventures. (See chart on following page.) Up to 50% of approved
program expenses (one-half of $30,000 program limit) associated
with these activities was provided upon receipt of the required
expense documentation and report of feasibility study activities
and findings. Consistent with IESC's philosophy of requiring
monetary expenditure on the part of clients in order to ensure
their interest in business venture activities, clients were reim­
bursed only up to 50% of costs.
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During the 15 months covered in this report, over 400 inquiries
regarding program funding were processed: 240 program options
were logged and 114 programs approved for funding have been
tracked to assess the JVFF's program contribution, expenses in­
curred by potential partners and the reimbursement of same, as
well as the measure of success or failure of those venture de­
velopment activities accepted for funding. It is interesting to
note, however, that an article appearing in the Department of
Commerce Caribbean Basin Business Bulletin in December of 1985
stimulated numerous inquiries for JVFF funding that consequently
spread through word-of-month relay in the following months and
provided the substance of projects that were submitted for re­
view. In later months, interest by members of the Department of
Commerce extended into regional areas and contributed to further
requests. An early mailing by JVFF to Department of Commerce CBI
regional people brought only one request or response for funding
information.

The JVFF concept was based on the theory that many small- and
medium-sized firms might consider more enthusiastically joint
venture or coventure opportunities if organizations, such as
IESC, could help identify partners and/or resources and provide
funds to support the initial steps of venture development. It was
believed that venture development stages, including 1) project
identification, 2) search for partners and resources, 3) analysis
of options, 4) feasibility analysis, 5) negotiation and venture
start up could be accelerated through coordination with such
mechanisms as the IESC Country Director offices--who would iden­
tify and provide venture development assistance to clients within
the CBI region--and the u.s. JVFF two-person staff--who would
receive, review, accept, and track approved programs and provide
venture development linkage with intermediaries, business asso­
ciations, and government organizations in the u.s. and the
Caribbean Basin region.

A. Project Identification

Consistent with the JVFF research on joint venture formation
carried out early in the program, it was found that identifi­
cation of a project was diverse and sometimes unique.

One u.s. entrepreneur currently carrying out business in
the Dominican Republic backed two projects involving
u.s. crafts artists which he felt would provide possible
new exports for the country, as well as providing the
benefit of employment for women in the rural areas.

Another entrepreneur plans to develop an artisan hand­
crafts project in Haiti which would employ several
hundred people, including the handicapped as a result of
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living and working in Haiti in previous years.

A project in Belize investigated the possibility of
utilizing unemployed u.s. farmers to install unique
drainage and irrigation facilities for Belizean agri­
cultural firms and/or Mennonite farmers.

Several businessmen in Guatemala decided to investigate
the bicycle tire market in the u.S. and requested JVFF
funding initially to support an ABLE market study and
travel to meet with potential partners. Ultimately,
however, the project's nature evolved to negotiations to
manufacture other latex products.

A Honduran businessman looking to start his own business
sought to identify and meet with U.S. firms interested
in offshore production of air filters. Potential part­
ners were identified through an ABLE study, which the
partner paid for in full. JVFF then funded initial
travel for face-to-face meetings with the identified
U.S. partner, which were successful, at last report.

The experience of the JVFF in the eBI region has been that the
financial means to follow an idea through the development stages
for the small- to medium-size firm or entrepreneur and the know­
ledge and know-how required to perform an analysis of the pro­
ject's options are critical to the project's follow up and incep­
tion. We believe that a partial cost reimbursement fund helps
push clients to seek the resources for appropriate planning.
However, as noted by two different evaluations, it is not
possible to know the absolute value of JVFF funding in the ul­
timate process of project initiation. (See Attachment E.)

B. Search for Partners

Early on in the JVFF program the process of searching for po­
tential partners was determined to be a phase of venture de­
velopment that the JVFF fund would not support, except in unusual
circumstances. Therefore, programs requesting funding were
required to have a potential partner or partners identified prior
to review for funding in order to answer AID's need for address­
ing the process of financing and planning of feasibility anal­
yses, once project identification and partner search had been
achieved. This requirement was changed in October, 1986.
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The JVFF experience has been that partner identification for host
country firms has generally been difficult. Partner identifi­
cation for host country firms tended to prolong a projectls
acceptance, funding, or advancement. The JVFF after October 1985
began to support some requests for identification of potential
partners.

IESCls ABLE program was of benefit to several projects in iden­
tifying potential partners. This type of ABLE study, however,
was usually paid for in full by the client prior to acceptance
for JVFF funding.

A business in the Dominican Republic which manufactures
ceramic dolls contracted for an ABLE study to identify
potential joint venture or coventure partners in the
u.s. as well as a study of potential u.s. markets for
their product. The ABLE study has just been completed
and it is expected that a request for JVFF funds will be
submitted shortly.

Conversely, the majority of funding requests originating with
u.s. firms or entrepreneurs partner identification has been but a
small drawback for potential project ideas during the JVFF pilot
program. Most U.S. entrepreneurs or managers were able to submit
a proposal requesting funding for project feasibility activities
which included a potential host country partner. These potential
partners were oftentimes business acquaintances or parties iden­
tified as a result of previous travel or knowledge of the region.
u.s. ingenuity played a role in other cases.

As a result of JVFFls partner identification experience, the JVF
proposals submitted to specific AID missions during the last part
of the pilot program have included partner search to address the
problems found in the host countries during the pilot program.
ABLE will also be offered to u.s. firms in the near future to
meet anticipated need.
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c. Analysis of Options

Critical to the venture development process is an analysis of
the options available to carry out the venture development idea.
The small- to medium-size business or entrepreneur, in either the
u.s. or the developing country, is generally unknowledgable about
how to identify the resources that are available to move an idea
along, such as government or local programs available to assist
them. The JVFF was instrumental in providing Caribbean Basin
Initiative information as well as country-specific information
and other resources--OPIC, IDC, AID programs, etc.--to U.S.
clients seeking to carry out venture ideas.

JVFF's experience during the pilot program has been that u.s.
firms, unless they have had previous experience, are generally
unknowlegable about international business and how to go about
instituting their business expansion plans or project ideas in
the international market. Once put on a trail, however, the u.s.
businessperson forges ahead to gain the knowledge and support his
project requires.

Once this information has been gained, the next critical phase of
the venture development process is feasibility analysis and mar­
ket studies, which often involves substantial cost. Travel to
the host country to meet with potential partners, government
people, visit possible project sites, determine local funding
availability presents an obstacle to the venture development
process. Acceptance of a project idea and funding of its
feasibility phase provides the business person the impetus to
carry out further venture development activities.

JVFF provides a point for information collection, providing
clients with sources of project development information and con­
tacts to be investigated. Liaison with the IESC Country Director
offices and other local business organizations has been of direct
benefit in providing potential clients with information or con­
tacts to set their venture in motion. The availability of a
source of information and funding for setting a project in motion
has been welcomed on more than one occasion. Though this has
added additional tasks to the JVFF staff responsibilities, this
service has been of great assistance to the ongoing project
activities.
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An article in the Dallas Morning News regarding a
workshop held by FUSADES of El Salvador prompted a
Dallas businessman to inquire about the Caribbean/­
Central America region and its potential advantages for
businesses in his area. He was specifically interested
in expanding his water drilling equipment business.
The JVFF telexed several lESC Country Directors seeking
information regarding potential joint venture partners
in their region. As a result, two potential venture
opportunities were identified in El Salvador

D. Feasibility Analysis

Once a project has been determined to be viable for a firm's
business plans or an entrepreneur's vision, its feasibility must
be determined. Feasibility analysis costs for SME venture de­
velopment programs can be a deterent to a project's progress.
The JVFF has played a role in supporting these activities and en­
abled the idea of a project to be determined feasible or not at
very little cost to the either u.S. or developing country SMEs.

JVFF's support of feasibility activities was initially thought to
require funding amounting to a limit of $30,000 per program, of
which JVFF's share would be up to one-half, or $15,000. Early
experience in funding projects soon determined that more projects
could be supported with smaller amounts of funding than
originally expected.

A dairy operation in Alabama sought funds to support
travel and consulting fees to investigate the
feasibility of installing similar operations in several
countries. JVFF funding was approved for one country's
investigation in the amount of $8,430 to cover travel
for three people, per diem and consul ting fees; JVFF's
support would amount to a limit of $4,215. The project
idea was determined feasible as a result of the travel
and meetings with government officials and identified
partners. Negotiations continue to date and the U.S.
client is hopeful the project will be implemented.
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Many contacts, during the course of the JVFF pilot program, were
unknowledgable about possible alternate sources of project de­
velopment support. The JVFF was able to provide clients with
information regarding other possible sources of funding, such as
AID's Trade and Development Program (TDP), contacts with host
country business associations, as well as project support and
information through the IESC Country Director's office.

As travel to meet with partners, government officials, financial
sources, site locations, etc. is essential to any project idea,
the IESC and the JVFF staff determined that a large amount of
information could be acquired if funding in support of travel
costs for project principals and/or consultants were provided
for anywhere from 5 to 30 days, depending on the size of the
project and its complexity.

A project was supported to investigate the possi­
bility of setting up beef production operations and a
feedmill in Trinidad. The JVFF committed funding of
$14,645 to feasibility activities: $5,880 was ultimately
reimbursed to the client. The U.S. partner had pre­
viously communicated with the potential partner in
Trinidad for several years by letter and telephone.
Both partners were intrigued by the project's potential.
The JVFF funds provided an opportunity for the U.S.
client and his consultant to travel to Trinidad and
carry out face-to-face investigation and negotiations,
which resulted in further project funding application to
a local bank. To date, the downturn of the economy in
Trinidad has held up the funds approved by the bank, but
at last report "things were looking better."

E. Negotiations and Start-Up

JVFF's experience has been too short for many projects to reach
the negotiation and start-up phase. However, several projects
have reached the stage of agreement to implement the joint ven­
ture process and investigate its further possibilities.

Strawberries have been planted in Costa Rica as a
partial result of JVFF funds providing support of feas­
ibility activities with potential partners in Panama,
St. Lucia and Costa Rica. A test planting of straw­
berries was begun in St. Lucia, but complications arose
that prompted the U.S. person to move his joint venture
efforts to Costa Rica. A new U.S. marketing company was
formed to market the strawberry crops and other non­
traditional crops planned for the future.

Early in 1986, a Georgian entrepreneur with a dream to
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return to the work of his forefathers in Trinidad,
received JVFF funding to study the feasibility of
establishing an initial project to build fishing
vessels, which was planned to lead to building
maintenance-free wooden sailing yachts. Investigation
into establishing the project in Belize or St. Lucia led
to a deadend. The U.S. entrepreneur, however, was al­
ways one step ahead of in his plans and ultimately
signed a contract with a partner on the is land of
Montserrat to begin construction of a fishing vessel
similar to one concurrently being constructed in
Georgia. Construction was begun in July and completed
in December of 1986. Delay in receiving the U.S.-made
engine from the States has put off launching of the
vessel in Montserrat, but the U.S. entrepreneur has
moved to the area to continue training and begin the
fishing operations. The U.S. partner will reside in
Montserrat for the two years he feels will be necessary
to get the project in full bloom~ he will then return to
the States, leaving the daily operations to his joint
venture partner.

In the timeframe of the pilot program only a limited feedback
system was implemented to track approved projects and their
venture progress once JVFF funding was completed. It has been
the experience of the JVFF staff that the more "grassroots" the
U.S. client has been, the more project information has been
provided, generally as a result of gratitude for the funds and
the support provided by the JVFF staff.
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s an example, the Georgian entrepreneur illustrated
above contacted JVFF on a constant basis with project
update information and sharing of information discovered
duringAhis feasibility activities. Upon completion of
his funding needs, he expressed the desire that the
remaining approved funds be reallocated to another pro­
ject that might benefit as he had. He also expressed
his willingness to share his new-found expertise with
other projects.

A Texas rancher regularly related his project's progress
and ultimate deadend, and at the same time sought JVFF's
support in seeking other funding sources or pertinent
country-specific information. JVFF networking with
other projects was attempted in his behalf. At last
report, the rancher had determined not to pursue his
joint venture, but to "go it alone" in another agri­
cultural field on land purchased in the host country.

The new JVF proposals, if accepted by the various AID Missions,
will provide a more adequate tracking system through the U.s. and
local Project Officer responsibilities and thus provide more
indepth information regarding the JVFF's impact on moving a
business venture idea from its inception to succesful implemen­
tation.

II. JVFF ORGANIZATIONAL AND OPERATING PRACTICES

The Joint Venture Feasibility Fund has been administrated by lEse
with daily managerial activities performed under subcontract by
the consulting firm of Burkholder Wallender International (BWI).
Policy and oversight responsibi Ii ties were carried out by lEse
and operating and control systems were carried out by the JVFF
staff under the guidance and direction of the BWI Program
Manager. Initial organization provided that daily operations
would be performed by a Business Development Officer who would
promote, organize and implement venture opportunities as identi­
fied and an Administrative Officer who would carry out adminis­
trative and control responsibilities.

With the one public announcement and resulting venture develop­
ment submissions, the strategy for daily operations took on new
form. Having completed the writing of procedures to be followed
for submission of funding requests and the guidelines to be
followed for reimbursement, JVFF staff became more involved with
the processing of funding applications, including greater due
diligence practices and the review of expenses submitted for
funding reimbursement. Division of staff duties lessened and a
team approach to all tasks was undertaken. Over and above daily
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project processing, the staff was involved with keeping the JVFF
Advisory Committee appraised of current project submissions and
arranging for meetings of this committee. Project listings logs
and program progress were frequently submitted to IESC and AID/
LAC in keeping with planned updatings of the program's activities
and achievements.

Approval for project funding was first promoted as being possible
within 48 hours of project submission. It was initially theor­
ized that most project submissions would originate from the IESC
Country Director's office and some project review and due dili­
gence would have been achieved prior to submission to JVFF
offices. With the increase in project submissions originating in
the U.S., this time period increased and is presently averaging
from one to two weeks before approval may be granted. This time
period generally depends upon the completeness of the Prospective
Program Outline and the clarity with which the project is pre­
sented. Our present average is about eight days after receipt of
initial documents and initial review and analysis with clients.
Contact of clients on several occasions is sometimes necessary
before an understandable and clear plan of the venture
opportunity and proposed feasibility activities are available for
funding approval.

The JVFF Management Information System is illustrated on the
following page. All projects proceed through this system and
each project file reflects the process. Project files are
constantly updated to reflect the system's flow.

When reviewing projects for approval, JVFF tries to minimize
bureaucratic oversight but, at the same time, maintain adequate
diligence in order to assure that a project fits the JVFF guide­
lines.

Projects generally corne from two sources: those submitted by
IESC Country Directors (CDs) and those originating with u.s. com­
panies. For projects submitted by CDs, JVFF relied on the CD's
initial screening to select companies and projects which are
appropriate and fit JVFF guidelines. Projects originating with
U.S. companies underwent closer scrutiny and evaluation. A busi­
ness plan is requested for all projects, as well as detailed cost
estimates for the proposed feasibility activities. U.S. projects
are required to provide a bank reference, which is checked prior
to final project approval, as well as a business reference.

As clients are required to incur project costs up front, the due
diligence process is carried out again at the invoicing stage.
JVFF requires written documentation of the project's expenses and
the feasilibility study activities, as well as hotel bills,
airline tickets, or consultant invoicing or proof of payment.
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The reimbursement process consists of a careful review and cross
review of the submitted expenses, as well as a random check by
the IESC Accountant.

Encouragement to investigate venture opportunities through the
use of the JVFF funds has provided would-be venturers the push to
follow up venture plans. However, as resources for business
expansion activities for SMEs are generally small, the JVFF
funding reimbursement procedures have been geared to providing
reimbursement of expenses as quickly as possible. Cooperation
with IESC's Accounting Department has achieved this aim.

III. REVIEW OF THE TYPES OF PROGRAMS FUNDED

A high percentage of JVFF programs approved for funding included
requests for travel, per diem, and consulting fees for project­
related activities. This travel also included at times the
request for funding to support consultants or Volunteer
activities, such as travel in the United States as part of a
regular VE program to investigate markets, identify potential
customers, carry out negotiations, etc.

Several IESC Country Directors promoted the JVFF to local clients
in support of the services of an IESC Volunteer Executive for one
to two months as a means of providing expert advise for the local
client in upgrading his operation to meet joint venture oppor­
tunity requirements. Several factors contributed to a lesser use
of this type of program funding than was anticipated. First, the
size of the fund was too small to support the services of a large
number of IESC YEs. Secondly, Country Directors generally found
that the JVFF was helpful in providing a client funds to in­
vestigate venture opportunities. If successful, other local
funds could be provided that would support a greater amount of VE
services. Third, planned use by a client of VE services after
initial JVFF support of venture opportunity investigation were
not appropriate in the short timespan of the JVFF program. Dur­
ing the pilot program, over 20 opportunities for VE standard
programs were included in program submissions.

Upon receipt of an application for JVFF funding, it is reviewed
for content and completeness of JVFF requirements, such as iden­
tification of potential joint venture partner, appropriate busi­
ness information, detailed cost estimates, inclusion of project
background and business plan and socioeconomic impact on the host
country. Client contact is made to request further information
or clarify submitted information and to determine commitment to
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the project. Cost estimate revisions are made to keep in line
with AID per diem allowances, general travel costs, and AID
limits for consulting fees. The JVFF Review Board then reviews
the project for final approval or rejection, as well as the total
funds to be approved.

IV. BUDGET ALLOCATIONS AND ADMINISTRATION OF FUNDS

The JVFF pilot program managed a fund of $739,267 to encourage
the investigation of al ternate and unique business venture op­
tions for u.s. and developing country SMEs in the form of joint
ventures or coventures. Administration costs of the fund
amounted to $208,000. Administrative costs covered were salaries
for two staff people, space rental, accounting and financial
reporting, equipment leasing, communications, office supplies,
and travel. Also included in the administration costs was
$40,000 allocated to the costs of research regarding joint ven­
ture and coventure business expansion options carried out by
small- to medium-size enterprises. (See Attachment F.)

It should be noted that the pilot program was scheduled to end in
September of 1986. An additional $300,000 was granted by AID
which allowed extension of the program through January of 1987.
Another time extension was consequently granted late in 1986 to
extend the program through March, 1987. Presently another exten­
sion is being requested on the basis of utilizing $39,000 of
remaining program funds to cover the extension of salaries,
communications, and accounting and financial reporting through
December, 1987.

No administration costs during the pilot program and consequent
extensions were assigned to cover overhead costs borne by IESC,
though executive responsibilities were carried out regularly and
IESC's Accounting Department provided extensive services and
tracking of reimbursed projects.

The majority of the $531,267 provided by the grant for program
funding has been approved for a tot a 1 of 114 programs both in the
u.S. and the CBI region. The JVFF experience has been that
requests for funding generally have been on the high side--in
keeping wi th the unknown costs of trave 1, per diem and the time
required to gather needed feasibility study information. As the
JVFF gained experience, later program submissions were approved
on the basis of more accurate review for feasibility activities,
such as travel, per diem and consul ting fees, and thus allowed
the funding of more than the initial projected 85 programs.
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Program cancellation and reimbursement of amounts lower than
approved provided a continuous refueling of the funds available
for project support. Projects originally granted support have
been cancelled due to inability to act on the available funds
within a reasonable period.

v. SUMMARY

The JVFF, in the initial 16 months, organized a program that
identified, analyzed, and supported 114 joint venture develop­
ments in ten countries or regions of the CBI. The IESC systems
proved it could quickly and effectively provide the linkage and
follow up necessary to assist new venture development.

The JVFF substantiated research conclusions regarding inter­
national business venture development and the role played by
small- to medium-size enterprises in the United States and the
developing countries. It has been found that joint venture or
coventure opportunities can provide unique business expansion
alternatives and that a low cost mechanism to reach smaller
enterprises can bring these venture planning and development
programs into effect.

JVFF's assistance with early project planning and information has
provided SMEs a low cost means to investigate their project's
viability. The short duration of the pilot program and its
extensions did not allow a complete unfolding of its impact on
the venture process. The information gathered resulted in the
confirmation of the need for such a program over a longer period
of time in order to:

o establish working relationships with government agencies,
local chambers of commerce and business organizations,

o establishadatabase to provide project information in
supportof venture development,and

o build on IESC's trade and development programs, such as
ABLE and the Competitive Assistance Committee (CAC) pro­
gram.

Once projects have been identified, information regarding sources
of funding and country venture development information are of
utmost importance to ongoing development of venture ideas. The
JVFF research activities confirmed that SMEs lack the resources
and know-how to carry out feasibility activities, even in a
country they are familiar with. Sources of financing, country­
specific information, and program funding have been provided by
one source, the JVFF, which has contributed to implementation of
SME venture activity in the CBI region during 1985 and 1986.
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As was also suggested in the JVFF research, SMEs proceed on a
project idea impulsively and often with little research or infor­
mation. JVFF has been instrumental in providing information as
well as funding, in cooperation with lESC's Country Director
offices and other sources. This information has been provided in
order to respond to the needs of moving a project from initial
idea through the various venture development stages. The JVFF
funds have played a role in accelerating this process.

The need to establish a linkage system and support program in the
U.S. for venture projects in the Caribbean Basin region has been
addressed and put in motion. lESC's administration of its new
trade and investment programs and its access to nearly 10,000
industry experts around the United States has provided a unique
linkage system which offers greater support to identified and
proposed venture development opportunities.
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~Nr::RNATIONA~ ~ECUT:'!:: SERVlCE CORPS

JOINT VENTURE FEASIBILITY FUND (JVFF)
440 Middlesex Road, Darien, CT 06820. (203) 655-8613, Teiex 643905 aWl i.~ ClARN

PROSPECTIVE PROGRAM OUTLJNE

Name of Requesting Organization/Intermediary:

Office Address and Country:

Telex Address:

Teleohone: -----
Principal Officers:

------- ---------

--------------------

------_._---------

----------_.-------------

1....:;;;;;;;;;;;;;;;;;;;;;;;;;,;;;-;;;.;;---.;;;-~-~:;;;----- -------

LEGAL FORM OF ORGANIZATION (CORPORATION, PARTNERSHIP, PROPRIETORSHIP, ETC.)

Organization Form: ----------
Country of Origin:

Organization Form: --
Country of Origin:



::lrincioa: o~siness aC::'/ities: Proauc~s, Services, U,lanuiac:urer, whoiesaler, retaiier, contractor, e:c.)

I PARTNER A (HOST COUNTRY) PARTNER 8 (U.5.)

Foreign iicensing agreemen:s, if any/products included

!_ocation oi rnanufac:iJring clonts

~ocation of brcnc:, sales offices, subsidiaries

I

.-=-J
(NOTE: BA}~ REFERENCES ~ST BE FILLED OUTr----------------------, ...-.-;;;.....;;...;;..;;=;.;;.....,;;..;;...=......--------------,

PARTNER A (HOST COUNTRY) PARTNER 8 (U.S.)

Annual Sa:es Volume in ~.S. $--------
Year fiml was estab:isnec ----------Number of ::mo:oyees _

Annuc: Saies '/oiume in ~.S. $ --------
Yeer firm was es.cbi:sheC: ----------
~:Jmcer of ::''T1:lioyees -----------

Bonk Reference:
Bank fl:ame -------------Teiephone _

Account! -- _

Bank Reference:
Bank Name -------------Te!ephone --------------Account ~ _

9usiness Reference:

'V

Aodress
~-------------~e!echone it -------------~eic:ionsnio-------------

Name ---------------
3:Jsiness ~eference:

Name ---------------Address --------------ieleonone #-------------~e:c::onshio------------



REQUEST FOR ASSISTANCE

Jescribe as soecif:ca::~' as possible t,e circumstances wnich prompt this request end t~e worl< which

you in:end to accomo!ish ',I{ith the ~ funding. Inc:ude any stucies, surveys, one: re:a~ed ~esecrch

which wi!~ Doint to t.'e fecsibiiitj of ~,is project and ~ grant support. Attach aoc:;tiono! ooges

as necessary.

rrojOC: TIming:

DEFINITION OF PROJECT

Describe the purpose of t.,is soecific project de outline the strategy leading to a consummated joint

or co-venture. !ncluce specific potential pcr.:lers. Ust oossible venture options between the Doten­

tial pcrt'1ers ;cientifiec on first page of th:s pea. Attac.'l additionai pages a necessary.



ESTIMATED COSTS

Travel (if applicable)

~er diem ($ times # days)

Air fares

Names of peoo!€ :ra':eiing

1st Person 2nd Person Other

Tote. :rove~ Cos:s

Totai

lEse Volunteer Executive (if applicable)

Descr.:Jt:O:1

Other Costs (list in detail)

Cost

Totel V:' Costs
(Please c:tacn vYFF Pricing Guide)

Cost

Tetal Other Costs

TOTAL COST OF PROPOSED PROJECT

FOR JVFF USE ONLY:

References cnecked ( ) JVIT Operations Approvals

Name Dete yiN



To expedite JVFF review of '(our funding request, :)lease answer
the following questions as concisely as possible. As in other
:::;ections of the ,3ppl ication, specific details are very helpful.
[f ./ (] u h a v e ,3 d di ti 'J n ,3 l :; u p p 0 r tin 9 ill ate r' i ,3 1 t hat yOU 'AI i s i) t 0

submit, please teel free to do 50.

1. If not alr'eady clearly defined in the Cost Estimate and
Request for Assistance, please identify the specific tasks for
which you are requesting ,JVFF funding. That is. describe the
purposes of trips, roles of consultants,etc.. [f consultants are
i n vol 'led, s tat e who will pay theman d a t what r ,3 t e the y will be
paid.

2. What wi II be the rol es of the partners in this venture? IrJhat
wi II the U.S. partner(s) and l oca l partner(s) bring to the
venture and how wi II they be involved in the on-going venture?
If any intermediaries such as business organizations,
associations, or consulting companies are strongly involved, what
are their roles?

3. What type of venture arrangement do you expect wi II resul t
between the partners? Do you expect that a new, jointly-owned
company wi II be created or that the partners wi II remain
independent but work together?



11. What is your
of this venture?

best estimate of the
How many jobs might

social or economic benefits
it directly create?

5. How important to the project is the JVFF assistance you are
requesting and why is it important?

'"

."



JOINT VENTURE FEASIBILITY FUND (JVFF)

. REIMBURSEMENT GUIDELINES
(as of March 30, 1986)

JVFF reimbursements will be based on 50% of
the approved project costs subject to the

following limitations and guidelines:

***********************************************************

AIR TRAVEL AND TRANSPORTATION COSTS

1. a. The client is required to present to the JVFF for
approval an itinerary for each planned international
trip financed by this grant. The itinerary should
show the following:

Name of traveler(s)
Purpose of the trip (people to be
contacted, businesses to be visited)

Origin/destination
Dates of travel

The itinerary must be submitted to' the JVFF at least
three weeks prior to departure.

b. Air fares should be obtained at the lowest possible
cost. Air fares will be reduced to standard coach
rates, where applicable. Adequate documentation for
all air transportation expenditures is required.

c. Reasonably priced ground transportation costs shall
be allowed. Adequate documentation of all ground
expenqitures is required.

d. Per diem allowances are to be pro rated on the first
day of travel and the last day of travel. (See AID
Handbook 22, page 9a47, section 155 for further
details). In addition, per diem allowances are not
available for personal time spent during a trip (i.e.
a side trip to see relatives. friends, or to conduct
personal business).

e. For further details regarding acceptable travel
expenses under AID funded projects, see the AID
document entitled Air Travel and Transportation,
October 1984.

2. The client is required to present to the JVFF for
approval an itinerary for each planned trip within the
u.s. financed by this grant. (Use the same gUidelines
set forth above: lae).

3. The JVFF is not to be used to reimburse overhead costs
(i.e. ottice rents, secretarial services, equipment
rental, etc.) incurred by the client. u.s. partner, or ~\
~---~-- ---~---



•

4. Generally, no e~penses incurred by a client will be
reimbursed by the JVFF prior to a formal written approval
of the project and payment by the client of said
expenses.

PER DIEM EXPENSES • •

a,

1. All international per diem allowances are to be guided by
the rates set forth by the U.S. Department ot State. The
regulations tor determining the maximum travel per diem
allowances tor toreign areas are stated in the
Standardi~ed Regulations (Government Civilians, Foreign
Areas), These regulations, along with a rate schedule
listing individual per diem allowances by country is
available upon request from the U. S. Department at
state. Write to; Superintendent of Documents, U.S.
Government Printing Office, Washington, D.C. 20402.

2. Per diem allowances within the U.S. will be gUided by AID
Handbook 22 and the standards set forth therein. (Seo
page~ 9a49 thru 9a60) in AID Handbook 22, November 4,
1985) •

CONSULTING FEES

1. Independent consulting tees are permissible with the
following limitations;

The client, U.S. partner and foreign partner arc
precluded tram charging consulting tees tor
themselves or their employees. Consulting teea are
to be ~harged by independent consultants wo~king

with. not tor, the client. (The independent
consultant can not be; 1) employed by either the
client or partner or any at its subsidiaries; 2) a
shareholder at either the client or partner or any
of its subsidiaries; 3) related to the client or
partner in any way which might be conceived aa a oon­
armslength relationship.)

b.

c.

d.

The independent consulting tees should b~ charged at
an armslength rate. not to exceed a predetermined
amount per day. The predetermined amount will be
specified in writing by the JVFF.

The qualifications ot any consultant involved with a
JVFF project should be included as part at the
documentation in the Prospective Program Outline
( PPO) •

Proof of payment by the client to the independent
consultant for services rendered ~ust bo attached to
the client's invoice submitted to tho JVrF,



· .

OVERALL GUIDELINES

1. All expenses submitted for reimbursement must be
accompanied by the appropriate documentation (i.e.
airline ticket receipts, cab receipts, credit card
receipts, hotel bill, etc.). ••

2. Requests tor payment will not be processed unless all
the appropriate documentation has been included.

3. Approval ot invoices usually takes between 8 to 12 week~4

Please do not call regarding the status 'of your invoice.
Any questions regarding your invoice should be 1n writin,
and should be submitted along with any additional
documentation' available.

AID REGULATIONS AND GUIDELINES

All proj~cts financed by AID under the JVFF are aubject to
the regulations and guidelines set forth by AID. It ia the
responsibility of the client to abide by these rulea and
regulations.

If any ot the statements made in this document are in
conflict with the regulations set forth by AID, then the AID
regulations will take precedence.



ATTACHMENT 8:

JVFF PROJECT LOG
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Cancelled

Approved/
Cancelled

A.pproved/
Underway

Approved/
Completed

i\pproved/
Cancelled

/\pproved/
Completed

Status

El 2,a 1vador

El Salvador

::::1 Salvadol'

El Sa 1 vador

El Sal vador

Fi(",ld CI"OP:3

Tomato Processing

Goose Products

Chemical Plant:

JOINT VENTURE FEASIBILITY FU~O

APPROVED AND PROPOSED PROJECTS

Project/Scope

f':"ood Processing
(Noodles)

Met,3l Specialt:y
Items

JOOO'j

J0006

,J 0002

J0004

,) 0005

8/85

8/85

8/85

8/85

8/85

8/85

I[)lates Codes

8/85 J0007 Plasi:ics El Salvadol' Approved/
Completed

9/85 J0008 Frozen Yucca Panama Cancelled

10/85 J0017 Aloe Vera

9/85 J0014 Option
Closed

Cancell E.ld

Option
Closed

Cancelled

Option
Closed

Cancelled

Option
Closed

Approved/
Completed

.Approved/
Cancelled

Belize

Belize

Jamaica

Dominican
Republic

8ar'b,,:>dos

Haiti

Costa Rica

Dominican
Republic

Belize

~lledical Trdining
~~od e 1s

Hot Water Heaters

Fi:3h meal protein

Brushes

Cut flowers

./\ 1 t. () ut r it i on
:;source

.Agr. raw
material

Har'dwoods

,J 001 3

.J 001 1

J0012

~'0010

J0009

10/85 J0015

10/85 ..10016

9/85

9/85

9/85

9/85

9/85



Oates Codes Project/Scope Country Status

10/85 ,)0018

10 / 8 5 ,j 0 0 1 9

10 / 8 5 ,j 0 0 2 0

10/85 J0021

Toilet Seats

Spr,-li")i] V,Jater'

C,arments

Data Entry

Dominica

Dominica

Grenada

Grenada

Option
Closed

Option
Closed

Option
Closed

Option
Closed

--------------------------------------------------------~-------

10/85 ,)0022 Electi~onics Costa Rica Approved/
Completed

:0/85 10023 Computer Data
Ent r'y'

Belize Option
Closed

10/85 ,)0024 Vodk;;, p!'odctn El Salvador Option
Closed

----------------------------------------------------------------
10/85 J0025 Wooden Hshld Guatemala Option

Goods Closed

10/85 J0026 Computer Data
Entry

St. Lucia Option
Closed

Option
Closed

Option
Closed

El 3,31 vddor'

Belize

r-:1E?ctronics

Development Bank

10/85 ,]0028

10 / 8 5 ,J 0 0 2 7

2



Dates Codes

1/85 ,J 0035

Project cope

Honey Pr'oclucts Hondui~"s

Status

.'~pproved/

:~anceII ed

11/~J5 Ii)036 Electron'lc
Subassembly

:'10 n d u r' a s 1I,pproved/
Cancelled

11/85 J0037 r"1etal Product:::; Honduras Approved/
Cancell ed

11/85 J0038 Sporting Goods Honduras .A.pproved/
Cancelled

1 1/8 5 ,J 00 3 9

11/85 J0044 Cancelled

Option
Closed

Approved/
Completed

Cancelled

Option
Closed

Option
Closed

Dominican
Republic

Costa Rica

Dominican
Republic

Dominican
Republic

Costa Rica

Doors

Ornamental Plants Costa Rica

Trading Company

I_and Developmen't

Table Lamps

Splces

,J 0040,1 / (") I::'
, ,/ I) ~J

11/85 ~I0042

11/85; 0041

11/85 J0043

1 1/85 ,J 0045

11/85 ,)0046

11/85)0047

11/85 ,J0048

11/85J 0049

11/85 J0050

11/85,)0051

pl ast '1 cs

Ma hog any Door's

New Produc t l_ i ne

Venture Capital

Food Pi~ocessing

Bags [~ Luqgage

Sawmil'l

3

St. I'\itts

Barbardos

Honduras

Honduras

Honduras

El Salvador

Option
Closed

Option
Closed

i\,pproved/
Cancelled

,A.pproved/
Cancelled

Approved/
Cancelled

,Approved/
Cancelled

,1:"pproved/
Underway



Dates Codes

l
I
I,

Option
Closed

t.,pproved/
Cancelled

Option
Closed

Approved/
Cancelled

Cancelled

Cancelled

3t,3tUS

Barbardos

Belize

C3renada

Jamaica

Cit"enada

8e 1; ze

Country

Lumber Drying
Kiln

S p -i c es~ / T ClU r' -j s m

Spi ny l_obsters

Con t act I.. '" n S '2 S

i\sphalt: Plant:

PI~ojec t/Scope

J0056

J0054

,.10055

,.10053

..1005'7

.J0052

12/85

11/85

11/85

1 1/85

11/85

11/85

12/85 J0058 lndust:rial Park Costa Rica /'.pproved /
Cancelled

12/85

-12/85

12/85

12/85

12/85

12/85

12/85

J0059

J0060

.10061

J0062

,J 0063

..10064

J0065

Ornamental
Plants

Garments
(Swimsuits)

Aluminum Sulfate
Plant

Shrimp &
,i:\quacu-l '; Ui'2

Solar Ponds

FUi~nitur'e

Silk Scarves

Haiti

Haiti

Dominican
Republic

..Jam,3ica

Oom'inican
Republic

Dominican
Repubic

Approved/
Underway

Approved/
Underway

Cancelled

Approved/
(-;ancelled

Option
Closed

Rejected

.Approved/
Completed

4

Option
Closed

,Approved/
Completed

Option
Closed

Montserrat

Caribbean
8,;:lsin

P'ineapples

Shoes

Boatbu-;'ldingJOOS'7

J0066

..10068

12/85

12/85

12/85



Option
Closed

Approved/
Completed

Approved/
Completed

Rejected

Option
Closed

Option
Closed

Option
Closed

I:\,pproved/
Completed

,1\pproved/
Completed

.J\pproved/
Cancelled

Status

---------------~l:
I ~

rr

Trinidad

Honduras

Trinidad

Ouatemala

Belize

Caribbean
Basin

Basin

Grenada

Costa Rica

Caribbean

,:; a r' 'i b bean
Basin

Countrv

Lawnmower Repair Jamaica
Parts

Down Production

Cold Storage
Warehouse

Metal Products

Slaughterhouse

Citrus Pulp
Feed

:::c)od Procc?ssi nlj

Peanut Butter'

Condiments

Cosmetics

8eef /P,-')u 1 try
Feedlot

Pi-' ect/Scope

,J 0074

,j 0075

J0079

J0076

,J0077

J0073

,)0078

J0072

J0071

,10070

,.10069

1/86

1/86

1/86

12/85

12/85

12/85

12/85

12/85

12/85

12/85

:2/85

1/86 J0080 Repackaging Dominican
Republic

Option
Closed

1/86 ,j 0081 Flashlight
Batteries

Haiti Option
Closed

Land Development Dominican
Republic

Option
Closed

A,pproved/
Completed

Option
Closed

Option
Closed

St. Vincent

,Jama 'i ca

Electrorl'ics

Undet(~r'mined

ShrimpingJ0084

J0082

,JOD85

)0083

1/86

1/86

1/86

1/86

I)

It
"IF



Dd to:::; Codes

'J /86

1/86

J0086

J0087

Project/Scope

Sht~iillp F2!rm

Meat Packing

Coun t t~y

8elize

Undetermined

Status

Option
Closed

Option
Closed

1/86 J0088 Van ill a/Turner' -; c Costa Rica Opt'; on
Closed

6

Winter Vegetables Costa Rica

Approved/
Under'way

Option
Closed

,Approved/
Completed

Option
Closed

Approved/
Completed

C)ption
C~losed

Cancelled

Cancelled

Approved/
Underway'

,Approved/
LJnderway

Option
Closed

/\pproved/
Completed

Option
Closed

,C1,pproved/
Cancelled

Guatemala

Grenada

Ha'iti

Jamaica

Jamaica

LJndetermined

Dominica

Honduras

Jamaica

Casta Rica

Caribbean
Basin

Trinidad

Undetermined

Ethanol

Transfol~mers

Metal
Fabrication

Repackaging

Vegetable O'ils

Rubber Molded
Truck Parts

Electronic
Subassembly

Garments

Medical Devices

Sponges

Cu't Flowers

I\ntimon'y' Mine

,A,irport/Harbor
Engineering

J0100

J0102

J0098

,J0101

.! 0091

J0095

J0096

J0093

J0094

J0090

J0089

,)0097

..10092

J0099

11/85

'1/86

1/86

1/86

1/86

2/86

2/86

1/86

1/86

1/86

1/86

1/86

1/86

'1/86



Approved/
Completed

Approved/
Completed

Rejected

Approved/
Cancelled

Rejected

i.\pproved/
Completed

i.\pproved/
Completed

Rejected

Approved/
Completed

Approved/
Cancelled

Approved/
Underway

,A.pproved/
Underway

Opt i on
Closed

C'::lnce II ed

Approved/
Cancelled

,Approved/
Underway

!~pproved/

Underway'

Status

El Salvador

Guatemala

Costa Rica

Jamaica

Jamaica

,J ama i ca

.J arna i c a

Costa Rica

Belize

Jamaica

Honduras

Dominican
Republ ic

Haiti

Belize

,j a rna -; C;'3

Costa I\ica

Countr~/

7

Machine

s po r t s rvl e d "; c i n e
Compiex

Ethanol

Contact I_enses

OI~n,3nrental
Plants

(3a r' rnent s

Data Entry

c .'jew 1 ng
r:;:epa i r

Housewares

8oatbu-jlding

r.~eat her Sports
8a II s

Steel Foundtry

Cashew Nuts

Sil ica Mining

Perfumes

Pt~oject/Scope

J 0 115

,j 0 1 1 9

J 0 1 17

j 0 1 1 6

j 01 14

J 0 118

J 01 1 1

J 0 1 10

J 0 1 08

.J 0 11 3

,j 0 1 1 2

J0109

,J 0106

J0107

J0103

..10104

J 0 ') 05

2/86

3/86

3/86

3/86

2/86

3/86

2/86

2/86

2/86

2/86

2/86

2/86

2/86

2/86

2/85

2/86

2/86

Dates Codes

!,I'

~
-1



Dates C":odes

Tortilla Heating Costa Rica Appr'oved/
Cancelled

I~pproved/

Completed

Status

Na::.:;sau

Country

Pans

BilHJOard
!~dvert i '.;i nC;:i

flroject/2.c:ope

J 0 121

J0120

J/86

3/86 Soil Dr'ainage 8el'ize Approved/
Completed

3/86

3/86

J0123

,.I 0 124

Duplicate of J0119

(3a rments Hait.i Approved/
Undei~l...,ay

Coffee Seedling Costa Rica
Ornamental Plants

Approved/
Underway

Rejected

Option
Closed

Cancelled

Rejected

Opt i on
Closed

Option
Closed

.Approved/
Completed

.o..pproved/
Completed

.Approved/
Cancelled

.A.pproved/
Underway

.Approved/
Underway

Dominican
Republic

Barbar"dos

Caribbean Bdsin

Tr'inidad

Antigua

Dominican
Republic

Haiti

Jamaica

Jamaica

Jamaica

8

Real Estate

Mining

Data Management

Housing

Metal Housing
Product::;

.A.loe Vera

J 0131

J0135

J0133

J0132

J0130 Small Parachutes

,)0134

J0126 Resort Addition

J0128 Electronics

J0129 Uniforms

.j 0 125

.J0136

.J0127 l_uggage

t/86

4/86

4/86

J / ~3 6

4/86

4/86

4/86

4/86

3/86

3/86

3/86

4/86



Marketing Service Jamaica
U.S. Products

Date

4/86

4/86

4/86

4/86

~/86

5/86

5/86

5/86

5/86

5/86

Codes

..10137

..10138

J 0 139

J0140

J 0 142

,J0143

J0144

,j0145

J0146

Project/Scope

Leather

Tourist
Publication

Dairy Cattle

Cucumbers

Fish Production

Architectui~al

Tile

Wood Coatings

Portable
Test Sets

Quality Control
Training

Country

Costa Rica

.Jamaica

Honduras

Honduras

Dominican
Republic

C:osta Rica

Honduras

Portugal

Dominican

Status

!\pproved/
Cancelled

Approved/
Cancelled

,Approved/
Underway

Approved/
Completed

Rejected

Option
Closed

Approved/
Underway

Rejected

Rejected

Opt i on
Closed

---------------------------------------~------------------------4/86 ..10147 Data Mgmt Costa Rica Cancelled

4/86

4/86

4/86

4/86

4/86

4/86

.30148

J0149

J0150

J 0 151

..10152

JC153

Data Mgmt

Data Mgmt

Data Mgmt

Data ~'lgmt

Data IVlgmt

Tiffany Lamps

9

Dominican

Guatemala

Virgin
Islands

,Jamaica

Belize

Haiti

Cancelled

Cancelled

Rejected

Cancelled

Cdncelled

Approved/
Underway



,do

.HD1I54 lDa1ta IMIgnnn1t

!Produce .Approved/
Ulnider\l>Jlay

5./86

5186

6/86

6/86

1136

1186

1186

J01l51

J1!D115:fB

J01l5'!11

J01l611

J[)1162

JI!D1I63

.»1!D1164

JI!D1166

JI!D1I61

JlI!D1168

JI!D1I11!D

Ceralltllriic
!Produc1ts

lI'JJood IProdlUJc1tsl
Uloors

i8llUJrg~ar

Alarnnn

Toii 1 e1t
BO\\llils

Tonnna1to
IProcessiilnig

AIUJ1tonnno1tiive
/Fii1 1ters

Cltnii II dlrelni "S

Clo1tlhiilnig

Roas1ted
Cas Itne~'d/S

1 0

!Beliize

l[1ionnn-n Ini ii calni
lReplUJ Ib llTi c

Cos1ta :Riica

St: _Vii,nllcelni1t

GlUJa1tennnalla

JamlllaiiCol

/Freepor1t

ifBelliize

iBlelliize

,ApprovedI
IlJIlnidelf"~'t/Iay

Applf"ovedl
11J/lnideJr'~\jJay

Op1t -ii Olni
Closed

Op1tiiOIni
Cl~J)sed

lRejec1ted

ApPlf"ovedl
QJ/lnider\\lliay

,Approvedl
Connnp II e1ted

ApPlf"ovedl
IlJIlnider\\lliay

J\PPJr'oved /
Uit1Jder\1lllay'

Rejeclted

,Approvedl
Cemmp1 e1tedl

/Rejec1ted

Cam:ellled

,Approved/
Ult1Jdlelf"~vJlay

OpltiiOIt1J
ClIesed



.,JI[] 1112

f"all"Rmi :r"iislh

[!II!JJIP~ -n ca1l::e «»f
JIIlI2110

S1ta1tl!JJs

ApPll"oved/
IJlI1Idlsll"Wilay

1/85

7//85

1/95

1/85

8/86

,.H1I1115

J[JI11TN'

.JI[J111:Bl1[JI

J[JI11:Rl1

.JI1ll11182

J1llI11:Rl3

J1llI11:R5

J[Jl11:Bl1

Safety Q'31l1 asses

F-n '11 iITm

1 1

GLUa1l:emmalia

OO"RI"] 111I -n cal11l
iRe\pll!JJ Ih lIii «;

Bellize

[JIommiill1l-neall1l

iCosta /Rica

Cos1I:a lRii C,fJl

[JIOIITm 'ii 111I ii c a i11l

iRe Pi1~ Ib 11 'k

511: _ iKii 11:11:5

,J arrmlOl i ca

01P1I::-n 0111I

Cllosedl

Op1tiiOnl
C110sedl

Op1tii on
GlIose«B

,A.PPll"ovedi/
Undlelr'\\lI\IalY

Op1t-nOnl
Cllosedl

Q~ndJell"

Revie\\ll\l

On lHIo1JdI

Aplplll""lOvedi/
Undiell""\\lI\IalY'

Call1Jee '11'11 edl
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IESC TRADE AND INVESTMENT SEMINARS

As part of lESe's outreach efforts to build awareness of and
interest in the concept of nontraditional forms of international
joint ventures and coventures, lEse operates an ongoing series of
venture development workshops. These workshops are organized in
conjunction with regional trade associations, government trade
and commerce offices, and other groups and organizations
concerned with trade and investment. The primary target audience
of the workshops is small- and medium-size enterprises, but
consultants, trade associations, and government trade-related
offices are also encouraged to attend.

A typical workshop contains three main components:

1. A brief overview using case examples of nontraditional forms
of joint ventures and coventures that can give a u.s. company
improved market access to overseas markets, generate new revenue
through licensing and technical assistance agreements, increase
competitiveness through ventures with a developing country
partner that can provide lower-cost product supplies, etc.

2. A review and discussion of the existing network of trade and
investment promotion support groups, organizations, and programs
that can help provide partner linkage, financing, training,
technical assistance, and other functions which can support the
development of a joint venture or coventure. Typically,
representatives from these types of organizations are brought in
to further elaborate on the types of services that their
organization provide. The focus of this section of the seminar
format is to provide a general understanding of the existing
trade and investment support network in the developing world and
to provide concrete examples at the same time.

3. A discussion of how lEse can help companies to follow up on
opportunities or ideas that have been generated as a result of
attending the seminar. lESe volunteers also address the audience
and provide guidance to the seminar's program.

Seminar Activity During 1987

Dallas: lESe participated in a workshop organized to promote
trade-and investment in El Salvador.

Los Angeles: lESe organized and carried out a seminar in
conjunction with the Orange County World Trade Association and
other local organizations.



New York: lESC carried out an industry-specific workshop on
garments in conjunction with the New York Small Business
Association.

Newark: A seminar will be held on June 17th in cooperation with
the Greater Newark Chamber of Commerce and other state and local
offices and organizations.

Denver: A seminar will be held during June 1987 in cooperation
with the University of Colorado School of Business.

Preparatory work is underway for additional industry-specific and
general industry venture development workshops in New York and
other major U.S. cities.

These U.S. workshop are to be matched by a program of overseas
seminars following a similar format. A seminar on garment
venture opportunities was held in Santo Domingo in the Dominican
Republic in April 1987 and preparations are underway for a
similar seminar to be held in June 1987 in Honduras.
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JOINT VENTURE FEASIBILITY FUND
JOINT VENTURE OR COVENTURE AGREEMENTS MADE

AS OF MAY 15 r 1987

J0051-EL SALVADOR/LUMBER

The Salvador Alaskan Lumber Company has been formed to establish
a sawmill to process logs from Alaska for local use; export of
Salvador consumer products will be exported by return barge for
local consumption.

J0065-DOMINICAN REPUBLIC/SILK SCARVES

Agreement has been made between the U.S. and Dominican partners
to manufacture hand-sewn, silkscreened scarves for the local
tourist market and boutique market in the U.S.

J0067-MONTSERRAT/FISHING-BOATBUI£DING

A joint venture has been formed to construct fishing vessels and
provide fish for the local market and that of nearby islands.
Fishing is now underway providing approximately 1500 pounds of
fish per day. Construction of processing facilities is underway.

J0077-JAMAICA/LAWN MOWER REPAIR PARTS

A coventure has been achieved whereby lawn mower repair parts and
other products will be manufactured locally for distribution in
the U.S.

JOI02-COSTA RICA/STRAWBERRIES

Two joint ventures have been formed to produce strawberries for
export to the U.S. marketplace.

J0120-NASSAU/ADVERTISING DISPLAYS

The Bahamian Media Network, Ltd was incorporated to to provide
outdoor advertising locally and internationally.

J0201-HAITI/HANDCRAFTS

A joint venture partnership has been formed to produce artisan­
type handcrafts for the U.S. market.
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INTERNATIONAL EXECUTIVE SERVICE CORPS
8 STAMFORD FORUM, STAMFORD. CONNECTICUT
(203) 967·6000 CABLE EXECORPS

JOINT VENTURE DEASIBILITY FUND (JVFF)

REPRESENTATIVE DATA

\~AILING 4DDRESS POBOX 10005
S,AMFOPD CONNECiCL":€904·2005

Draft Materials

Not Available for Publication

September 10, 1986
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SIZE OF VENTURE PARTNE?S

From what data there is on firm size, the 3verage U.S. and
Caribbean firms participating in equity JOInt ventures seem to be
a bit larger than those participating in co-ventures. In joint
ventures, the U.S. firm is usually the larger partner, while in
co-ventures, the Caribbean firm may be larger in terms of sales.

Joint Ventures

U.S. Partner

Average size
Min
Max

Caribbean Partner

Average size
Min
Max

Co-ventures

U.S. Partner

Average size
Min
Max

Caribbean Partner

Average size
Min
Max

$10,000,000
35,000

25,000,000

55,000,000
350,000

516,000,000

$7,000,000
100,000

25,000,000

$4,470,000
60,000

$54,000,000
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THE JOINT VENTURE FEASIBILITY i1JND

EVALUATION OF PROGRAMS IN HONDURAS, COSTA RICA, GUATEMALA

AND HAITI

30 May 1986

Ludwig Rudel

This ev~luation was conducted as part of IEse's research
component within the JVFF pilot grant as specified in AID
program LAC-0619-A-00-5093-00.



1. DESr.RIPTlON OF PROGRAM

On Septemher 30, 1985, AID issued Amendment No. 1 to
r.ooperat i ve Agreement No'. IoAC-0619-A-00-5093-00 whi ch,
among other things, provided $439,267 to lESC to provide
support for "a ,TointVenture Feasihility Fund (JVFF) to
provide matching funds for feasihility studies, special
planning activities, and other a~sistance to promote the
organization and development of effective cooperative
ventl.lrps betwpen private U.S. and LDC enterprises."
(See Attachment A:) Additional funds, in the amount of
$300,000, werp snhsequently granted to lESC for .lVFF.
The program is experimental in nature, designed to test
the effectiveness of the proposed intervention
techniques in eight countries of Central America and the
Caribbean to promote business linkages that will enhance
employment generation and foreign exchange earnings of
the AID client cOllntries. It was contemplated that a
total of 85 .lVFF projects would utilize the funds
authorized during the first year (throllgh December 1986)
and that these projects would allow AID missions to
determine whether they wished to continue the program
for their respective countries.

2. SCOPE OF EVALUATION - KEY ISSUES

The evaluation covered 30 projects in Honduras, Costa
Rica, Guatemala and Haiti that had been approved as of
May 1, 1986. It examined, to the extent data was
available, the following issues:

The process hy which joint or co-ventures
~eveloppd; the stages of that process which JVFF
designed to facilitate; the adequacy of .lVFF as
incentive to that process.

are
is
an

The relationship of .lVFF to other programs
intended to intervene in the process (i.e., ABLE).

The actui'll success rate of the .TVFF (or, more
realistically, the success rate that may he realized);
the potential economic gains to be derived from typical
projects in relationship to the costs of the program;

The likely demand for the .lVFF in future years and
probable funding requirements;

The organization and management of the program and
its suitability to achieve program goals.

1



1. APPROACH TO DATA COLLECTION

All files of approved projects at JVFF headquarters were
reviewed. JVFF staff were interviewed and their
experiences discussed. Travel to the four countries wan
performed. Interviews wer~ held with JVFF clients (to
the extent they were available and were willing to be
interviewed) to ~iscuss their experiences; their
production facilities were visited. IESC country
Directors, AID Private Enterprise Officers, senior
memhers of the local businesR community, and officials
of private sector support organizations who have had
involvement in the conduct of the JVFF operations were
interviewed, either individually or as participants in
group discussions.

4. DISCUSSION AND FINDINGS

A. PROGRAM CONCEPTS

The principal assumption, that the estahlishment of a
husiness linkage between an LOC company and a U.S.
company will accrue benefits to both parties, seems to
be borne ont by the consistent demand for participation
hy hoth LOC companies and U·.S. companies. It is too
early to measure the ultimate economic impact on LOe
development goals, trade and changes in the
competitiveness of the participants, but there is
clearly a perception among participants that the program
i~ worthy of their attention. ·Participants and
ohservers perceive the JVFF to reduce the risk of
exploring and negotiating potential partnerships. Of
part icnlar value is the impact of the .TVFF on the cash
flow of companies, since they are promised expeditious
reimhursement of 50% of their authorized cash outlay.
Since the funds are written off, there is no accrual of
liability in the event of failure.

The typical process, or chain of events, leading to a
successful joint venture, generally includes the
following steps:

1. An idea is registered in the mind of one
entrepreneur;

,
2. A preliminary exploration is made by or for
venturer (it may not be proper to refer to that step
a feasibility study) to identify markets, needs
availahle resources;

2
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3. A search
partners that
venturer;

is made for a sho~t list of
meet the requirement profile

potential
of the

4. PreJiminary review and/or contact iR made with the
potential partners and they are placed in some priority
order;

5. A detailen feasihility study is performed and an
investment package or business plan is developed in
light of the interests and resources of the potential
partners. (This plan is flexible and subject to
adaptation in light of the interests and resources of
the various potential partners.) Travel is undertaken
to help the respective partners removE' doubts ahout each
other and the venture;

6. Negotiation takes place with the potential partners,
in sequence, as determined by the priority order set in
stage 4;

7. An agreement is concluded by the entrepreneur with
the venture partners;

8. operations are set up to implement the joint or
coventl.lre.

The consensus is that the process normally takes two to
three years from stage one through eight.

The JVFF is designed to finance 50% of the costs of
stages 4, 5, 6, and 7. It had originally been thought
that JVFF wouln also finance stages 3 and 8. AID has
definitely ruled out stage 3 as not eligible. (Stage
three is often accomplished through the ABLE program.)
It is not clear whether stage 8 is eligible.

The following diagram may he helpful in understanding
the process:

PARTNER )
CONTACT~_~~"'-"-__ fo(-----Ie

NEGOTIATIONS I------t( AGREEMENT )1-----+)( START-UP)

C IDEA )1------+> (PREl. IMINARY\t- )-f f
_________~ EXPLORAT I oNJ _-.:....~.;..:.:-.:::..:..;_./

,?]7
'lll



credit
more
many
cost

The ABLE program, particularly the search aspect through
U.S. industry, performed hy IESC without sUbsidy from
AID, is considered by both JVFF applicants and by
knowledgeable persons ~ngaged in private sector business
development efforts, to be a critical input to this
process. While the ABLE search ef.fort has significant
limitations hecause of its low cost operation ($1,300
per search), it is light years ahead of the rudimentary
efforts that LDC busin~ssmen had available to them in
the recent past. Their typical efforts were described
hy one knowledgeable person as " ... arrjvtng at the U.S.
airport of entry with a fistful of quarters, riffling
through the yellow pages and occupying a phone booth for
the afternoon. II Absent the ABLE program, the .JVFF would
have trouble standing alone as the primary program to
facilitate international coventures.

Enhancement of the ABLE program by including
information on potential partners, and by a
sophisticated search effort through access to the
information networks, would likely- result in
savings for the stages to be financed by JVFF.

An important characteristic that enhances the valu~ and
eff~ctiveness of the JVFF is the high flexihility
offered for the use of funds. It will finance:

Feasibility studies in f,Des orth~ U.S.;
Travel and per diem expenses for the LDC
partner in the U.S. and the U.S. partner
in the LDC;
Phone, telex and other communications;
Legal fees; and
lEse volunteer executives to assist the
partners in the U.S. and the LDC.

Unnecessary administrative hurdens are placed on lEse by
the requirement that the exact authorized U.S.
government per diem rates be applied for travel
performed under the program. This seems unnecessary
sincp. only 50% of the authorized per diem rate is
reimbursed from the JVFF. A flat fee of, say, $40 per
day could be utilized without fear that the actual U.S.
authorized per diem would be lower than that flat fee
paid to the JVFF applicant. This would result in a
significant improvement in management of the program and
reduce points of friction between the applicant and the
program manager.
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Automaticity in program management leads to improved
program effectiveness. The applicant's request is not,
and need not, be reviewed for substantive matters. It
need only be reviewed for reasonableness and prevention
of fraud. For example, it was found that one
application from a U.S. firm proposed reimbursement of
travel costs to meet a proposed coventurer in Guatemala,
when in fact the two firms were already in partnership.
Such proposals should not be approved.

On the other hand, our evaluation allowed us to review a
project in Haiti that did not appear to hold much hope
for success. it is always tempting to second guess the
applicant. That practice should be avoided. Better to
let the market tell the applicant (who in any case will
be paying at least 50% of the costs incurred) that the
proposed idea will not fly, than to impose a judgment by
a disinterested party, with all that this implies both
for administrative costs to the program and the
relationship between the applicant and the program
administration.

B. PROGRAM PERFORMANCE

The JVFF functioned quite differently in the four
countries examined. It would appear that the following
country-specific factors influenced the operation of the
program:

Investment climate - Uncertainty with respect to
government policies in Guatemala during the past six
months (i.e. devaluation) resulted in only two proposals
in spite of a major promotional effort by the CD. On
the other hand, Costa Rica was generating so many
projects that the JVFF management was forced to slow
down promotion efforts for fear of running out of funds.
The projects in Haiti began to slow down after the
revolution in February.

Operation of Intermediaries - International
Commercial Services (the contractor in Costa Rica under
the MTAP project) is able to take advantage of the JVFF
to reduce the cost to his clients of developing
coventures with U.S. firms. This is, after all, his
main business. He is in an excellent position to find
the local firms who are in best position to coventure.
and to show them how to take advantage of the program.
The initiative of such intermediaries should be
encouraged.

5



Operation of Private Sector Development Agencies ­
Organizations such as FIDE, CINDE, GREMIAL, Chambers of
Commerce, Financing institutions, e~c., he~ome an
important mechanism to identify companies that are in
position to coventure with U.S. firms. CDs have taken
advantage of such organizations to assist in the
promotion of the program. The effectiveness of these
organizations correlates with the degree of maturity and
organizations sophistication of the private sector in
the respective countries.

some risk of overreliance on these
since their agendas may be somewhat

Also, an instance was found where a
effort between JVFF and CINDE resulted in
slipping between the cracks while each
the ball was in the other court. That is
occur if JYFF deals directly with the

There is
organizations
different.
collaborative
the project
agency though
unlikely· to
private firm.

Some delay inevitably occurred in the normal
course of starting a new program while guidelines were
developed at headquarters and CDs waiting for
clarification. The guidelines are now distributed and
implementation is picking up.

C - MAGNITUDE OF REQUIREMENTS AND NEED FOR CONTINUITY

The JVFF is an experimental program, initiated by the
Latin American Bureau of AID in September 1985 to
ope~ate for about one year. If the program were seen to
be effective hy the respective AID missions, it was
assumed that these country missions would provide follow
up funding. Eight AID missions are included in the JVFF
experiment. Funding in the amount of $739,267 was
provided in two segments to start the JVFF to fund a
goal of 85 projects. At the time the evaluation was
initiated, 54 projects were approved.

It is unlikely that 85 projects will fully utilize the
obligated funds. Our review of the projects suggest
that some approved projects on the books are dormant and
will not be implemented. Additionally, it is likely
that some entrepreneurs will change their minds about
pursuing a coventure after their proposal has been
approved. Finally, there will be projects that will
abort in midst~eam as clients become discouraged and
find that the deal is not makeable. These
considerations suggest that the only way to fully
utilize the finds made available by AID is to overprogam
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and rely on a commitment
funds as and when needed ­
of funds by the Congress.
for overprogramming.

by AID to provide additional
subject to the approp~iation

I suggest a factor of 175%

Estimated demand for JVFF projects, assuming open season
and no restrictions, in the four countries visited are:

Honduras 35 projects per year
Costa fUca 125 projects per year
Guatemala 45 projects per year
Haiti 40 projects per year

For planning purposes an average cost of $10,000 per
project is considered adequate in terms of JVFF
contribution. This can then be scaled hack to allow for
the 175% overprogramning facto~ discussed above.

One would hope that the success rate for JVFF projects
(those resulting in a coventure) would be 20% to 25% of
the approved list. (See "Economic Impact," helow, for
cost-benefit estimates.)

5. ECONOMIC IMPACT

A - PROJECT DETAIL - MICROANALYSIS

Of the 54 JVFF approved projects as
of 132 applications), the four
accounted for 30 projects. These
foJ.lows:

of May 1, 1986, {out
countries visited

were distributed as

Honduras 9 projects (of which U.S. initiated is 2 )
Guatemala 2 projects (of which U.S. initiated is 1 )
Costa Rica 11 projects (of which U.S. initiated is 2 )
Haiti 8 projects (of which U.S. initiated is 1 )

During our review, no contact was made with any client
in Honduras because the CD and the FIDE representative
indicated that they had not received written approval to
proceed with expenditures and theTefore no
implementation had taken place. This matter was quickly
clarified and notifications have now been sent. (This
suggests that the JVFF program makes a critical
difference between "go-no goll decisions by clients who
are considering pursuing joint ventures.).
While most of the
predictable nature,
anomalies cropped up.

projects reviewed were
some interesting issues

A paint brush factory in

of a
and

Costa
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Ri~a is negotiating with a u.s. firm but no conclusion
will be reached until the U.S. Trade Representative
determines whether anti-dumping a~tion will be taken
against China for its sale of paint brushes in the U.S.
Another Costa Rican firm, in partnership with a U.S.
real estate developer is establishing a Free Trade Zone
Shelter Program and will use the JVFF to attract U.S.
firms who, in partnership with them, will set up
production facilities in the free trade zone. A
Guatemalan firm is on the throes of concluding a
~oventure for production of automobile radiator hoses,
but now has second thoughts because it believes
production of surgi~al gloves is more lucrative and
wishes to apply for another JVFF project, while aborting
the previous one.

The range of projects, in terms of economic impact,
varies widely. Some projects, if successful, would
generate as few as 40 jobs, while others have a
potential of 500 to 1000 additional johs. Similarly,
foreign exchange earnings range as high as $3.5 million
for one cosmetics project in Costa Rica. A very
rudimentary analysis would suggest that a success rate
of 20% of ~pproved projects will result in a cost of
$500 per job created. (Assume an average cost per
approved project of $10,000 and an average employment
generation of 100 jobs per successful ~oventure with a
success rate of 20%.) Furthermore, if one attributes
50% of the project cost to impact on foreign exchange
earnings, the cost per job generated will be redu~ed to
$2.50. Of CO'.lrse, the administrative cost of the
program1s operation will also have to be factored in.
If one factors in any repayments from successfully
~oncluded ventures (see recommendation below), that will
further enhance the cost-benefit ratio of the program.

No coventures have been concluded at this time. The
program has not run long enough. Negotiation must be
accomplished in sequence. If a deal with one potential
partner does not make, the client then begins
exploration of the next potential partner on the list.

One gets the impression that there are secondary effects
to be derived by JVFF clients. Once a local firm has
concluded a coventure, it is probable that the firm will
subsequently pursue additional coventures ...
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B - MAGROANA~YSIS

An important question to be asked deals with the extent
"additionality " results from the program. Would the
clients of JVFF have pursued coventure arrangements with
American firms absent the JVFF as an incentive? There
is no positive. evidence to prove additionality.
However, it is interesting to note that, because of a
misunderstanding concerning approval nf the entire
Honduras portf.olio, not a single client proceeded in the
absence of approval.

Based on interviews with clients in the three other
countries visited, believe there may be some
substitution effect, but it is not large. At a minimum,
the JVFF has caused a speed-up and has improved the
qllality of the efforts by firms to coventure. JVFF has
induced- more aggressive company h~havior to search for
and make deals.

The JVFF also seems to encnurage companies with
declining business operations to search out coventures
as possible solutions to their problems. (Haiti Winds.)

The JVFF may pose a danger'to local firms by encouraging
them to enter international trade when .they are not
ready to do so. LOG firms that undertake sourcing
arrangements may find themselves unable to meet
consistant quality requirements due to local conditions,
thereby putting themselves at risk. LnG firms are
a~ustomed to solving such quality imperfections by
offering a discount to the-local customer. But the
international marketplace is exacting and tends to
reject shipments in their entirety, with severe losses
accruing to the producer. It may be useful for lEse to
offer aciditional assistance to establish quality
assurance, particularly to local suppliers of the JVFF
client, after a cnventure has been concluded.

One repeatedly hears complaints about the inadequacy,
nonavailability or high cost of credit from the JVFF
clients. Some thought might be given to the
establishment of linkages between JVFF and local credit
institutions to encourage these institutions to
structure credit facilities suited to the needs of JVFF
clients,
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6 - PROGRAM MANAGEMENT

A - The New Management Direction of IESC

The JVFF constitutes yet one more tool in IESC's kit to
facilitate the growth of the private sector in the LOCs.
It is able to draw upon the not inconsiderahle assets of
lESC; most importantly, its access into the U.S.
business community and its network of CDs overseas.

IESC, now in its 22nd year of oppration, was originally
estahlished in response to the U.S. Government's
interest in applying the resources of the U.S. private
sector to the development needs of its LDC AID clients.
Soon after its establishment in 1964, AID's' focus began
to shift away from industrial development and towards
the "hasic human needs" mandate of the Congress. IESC
found itself forced to operate in an environment where
it could only perform a narrnw service (scheduling
retired volunteer executives to a~sist individual Loa
enterprises on a "one to one" basis) that lacked a
multiplier effect.

Since 1981, IESC has been able to hroaden its horizons
back to its original mandate in response to the
reorientation of AID to encourage LDa private sector
growth and to help it make a contribution to LOC
development objectives. IEsa now thinks in terms of
contributing hroadly to AID'S program goals, as
described in the Bureau for Private Enterprise Policy
Paver dated May 1982.

lESC has established the ABLE program. It makes more
extensive use of volunteers, and is considering the
introduction of techniques to ohtain a multiplier effect
by using the volunteers to upgrade local conSUltancy
firms in LDCs. It is involVing itself in the
"privatization" efforts of LDCs. It is recruiting newly
retired U.S. executives to replenish and make for a more
current inventory of available volunteers. It is
considering how the 9,000 VEs on the IESC availahility
roster can be utilized in the U.S. to support LOa
development programs to build linkages with U.S.
industry. Its CDs are working more closely with AID
missions to support the country-specific private
enterprise activities.

At this point, IESC's planning efforts have not as yet
been fully translated into specific operational
guidelines to its implementation staff. There is still
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the sense, at the operational level, that only the
traditional VE projects are important and that operating
personnel must not only give priority to this
traditional function, but that they will be judged
exclusively by how many VE programs are run through the
system. lEse management hopes to correct this
perception through rewritten procedures and
modifications in regular planning and goal setting
activities.

This lag in procedures is having an impact on both the
ABLE program and the JVFF program. Even when eDs are
made aware of the new directions it is their perception
that their efforts in support of new programs go un­
recognized or unrewarded and that the support at Stam­
ford by the implementation staff is not forthcoming.
Delays in approving JVFF expense reimhursement applica­
tions create other perceptions regarding rigidities of
the fiscal and accounting system at lESe. These and
other requirements of AID tend to make new program
implementation cumhersome, costly, and time consuming.
Successful coordination of the JVFF, beyond a pilot
stage, will encourage a more efficient financial control
system.

B - The JVFF Program - Some Detailed Recom­
mendations

)

Some delays and confusion that inevitably accompany the
launching of a new program by an established
organization, did also manifest itself with the
introduction of the JVFF experiment for the Latin
American Bureau. Development of new procedures and
their approval by the lEse headquarters may have slowed
down implementation to a small degree. The following
prohlems, however, require continuing attention if the
JVFF experiment is to have the best chance for success:

Additional Funding - Now that the program is operating
in the eight designated countries and the initial
promotion efforts have publicized the availability of
the JVFF, it is important that continuity be assured.
As this report i~ being written, the JVFF staff is three
weeks into a freeze on project approvals because AID has
not issued a letter of credit authorizing JVFF to commit
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funds that have already been approved for
experiment. This is highly disruptive to
dealing with the private sector.

the JVFF
a program

Interim Funding - It is unlikely that all country AID
missions will be ahle to allocate funds to this program
on a timely basis. To avoid stalling the effort, the
Latin America Bureau should be asked to provide interim
funding to allow IESC to continue the program until
mission funding is assured or until the specific country
mission can decide to cancel the program for their
country.

Overprogramming - It is not necessary for AID to
obligate the full amount of the funding, since it is
predictable that the full amount of funds committed by
IESC to JVFF clients will not be drawn down. AID should
be requested to authorize overprogramming by a factor of
175T and make a contingent commitment to make up any
shortfall, if needed, subject to Congressional
appropriation action.

JVFF Financing of ABLE Searches - AID should reconsider
its decision not to allow JVFF funds to be used for ABLE
search efforts in the U.S. Experience demonstrates that
the search effort is an integral part of the joint
venture process. The JVFF is too thin a program to
stpnd by itself. REsistance by LDe firms to payment of
$1,300 for an ABLE search before they have seen any
evidence of lEse performance capabilities has manifested
itself in Honduras and is prohably a factor in other
~ountries as well.

Multiple Sources of Funds - Arrangements between
specific CDs and their respective AID missions have made'
available to the CD various funding sources to be used
for overlapping purposes. There may be instances where
alternate funding arrangements may be available to an
lEse client to do the same thing, offering different
levels of subsidy. This may lead to confusion. The CD
can manage these programs but some clients may feel as
though others received more favorable treatment. It
would not be useful to rationalize the structure and
conditions of these various funding sources.
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III
.TVFF Use of LDC Intermediaries and Private Sector
Development Organizations - CDs should continue to look
towards LDe organizations to do referrals and promote
the ABLE/JVFF programs but should require that the
individual application be made by the venturer, not the
organization.

Approval Procedures - The JVFF should ~ontinue to avoid
reviewing or judging the commercial viability of a
proposed venture. The application for funds should be
examined only for reasonableness and to avoid fraudulent
requests. Approval should be automatic for all requests
and "open season" on .]VFF requests should be maintained.
All applications made by U.S. companies should be sent
to the respective CD for a "no objection" opportunity.
Approval authority should be delegated to CDs. Monthly
reports' should be issued ~or all active project requests
and their status and sent to relevant parties.
Reimbursement procedures should be streamlined to avoid
disruption of client cash flow.

VE Utilization Within the U.S. - IESC's capability to
draw upon its large inventory of volunteers to perform
work within the U.S. under the ABLE/JVFF program is not
being utilized as much as it should. This access into
U.S. industry is an extremely valuable asset, if used
flexibly and efficiently. IESC procedures should be
simplified to make greater use of the VEs in the U.S.

)

Use of Blue Collar Supervisors - LDe firms often require
both manaGement assistance and technical assistance to
test the feasibility of a coventure, partiCUlarly with
respect to ~xamination of a proposed production process
and the quality assurance to comply with international
market conditions. IESC might consider how it can
expand its inventory of VEs to offer blue collar
supervisory personnel as part of its JVFF program.

Repayment of JVFF Funds - Discussion with clients and
other knowledgeable persons suggests that clients would
be prepared to repay the JVFF support in the event the
effort culminated in a coventure. Failures would not be
repaid. Conslderation should be given to the
establishment of a mechanism to recapture JVFF payments
from successful JVFF projects.
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Follow-up Assistance to Coventures - A decision should
he made whether the .TVFF· is availahle to finance
technical assistance (through use of VEs) after the
coventure has heen completed (stage 8 of the joint
venture process). I see some vallle to the eligibility
of such an item since quality assurance may he a
requirement set by one of the . partners. Besides, if
lVFF determines to require repayment in the case of
successful JVFF projects, the funds used for this
purpose will, in all instances, he repaid.

lVFF Client Reporting Requirements - The JVFF procedures
now in place call for clients to report on the outcome
of their efforts. It is not clear how this is to be
accomplished. This is a very important requirement if
IESC/AID wish to monitor the utility of the program and
its cost effectiveness.. It is also important for
promotion and pUblicity purposes. IESC should develop a
procedure to follow up on the reporting requirement.

)
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