G @ | TOGETHER

!{’\N i D/? L&y

=S~ vears | for a sustainable future
OCCASION

This publication has been made available to the public on the occasion of the 50" anniversary of the
United Nations Industrial Development Organisation.

’-.
Sy
B QNIDQI
s 77

vears | for a sustainable future

DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org


mailto:publications@unido.org
http://www.unido.org/

Ve

5&:“{; 00295

4l 100
fated Nations Industnal Development Organization ' :

ShIGINAL:  ENGLISH

T ctweer Trfuntroal Development
oo ettt oane o e pary Coantries
o tnduet s alced T e

R Fran e,y e = 178 Wy 1900

ESTABLISHMENT OF AN "INTERNATTONAL INFCRMATION CFENTRX

FOR CAPTTAL 200D5" MOR THE IMPROVEMENT OF THE TRANSPA~ENCY

/
N THE WORLD MARKET FOR CAPITAL CO0OODS L

by

Willi F.L. Engel
Director
Kreditanstalt fuer Wiedersufbau
Fran<furt
Federal Heputblic of Germany

The views and cpinions expressed ir this paper are those of the author
ind do not necessarily reflect the views of the secretariat of UNIDO.

"hig document has been reproduced without formal editing.
e T0=h5




We regret that some of the pages ia the microfiche
copy of this report mav not be up to the proper
legibility standards, even though the best possible
copy was used for preparing the master fiche,




I.

II.

III.

Iv.

Table of Contents

2 2 E X E N N L K X B 2 L K N.J

The Problem

1. Basic sSituation
2. Lffects

Possibilities for the Improvement
of llarket .ransparency

1. Jlaximum Solution

2. Realistic .olution

Intcrested P'arties, llotives, and
Willingness to Pinancial Contribution

1. Informants
(a) Suppl:ers of Capital Goods

(b) Financiers of Investnments
of Capital Goocds

(¢) Authorities, Institutes,
Consultants, and Jthers

2. Parties seeking Information
(a) Investors
(b) Financiers

(¢) Authorities, Institutes,
Consultants, and Others

liolder of Informatggg

1. Organized Information, already available
2. Occasiconal btxchange of Information

3. The Necessity of central, neutral,
and world-wide Information

rage

12

12
13

17

17
17

18
18

19
19
20

21

22

22
22

23




v.

VI,

VII.

Steps for Settinpg up the Information
tentre, Co-opcrators

1. Co-operators at primary tollection
(a) International Financiers
(b) National Pinanciers

(c) Government lanning- and
Authorizing bodies

2. Technicue of (nilection
(a) Systematy of prirary Collection

(b) Method of Collection for
primary Material

(¢) Processing of the primary !'‘aterial

(d) secondar,y and final regpistration
respectively

(e) Current Kecistration

3}, Systenaty of final Registration
(a) Systematization of "aterial

(b) Reyistered Data

International Information Centre for
Capitul Goods (1ICCG)

1. Spousor
2. Locection
3. Costs

Internsticnal Central Information on
Consulzants

24

24
24
25

26

27
27

27
29

29
3

32
32
32

35

35
35
36

38




I. The Problem

1.

Basic Situation

The more transparent a market is, the better it is
possible tor the classical rules of demand and supply

to come into eftect to the profit of the market partners.
If there is an absolute market transparency, the supply

of goods tends to the lowest price and the highest quality.
In the long run, production, thus, technically and from
the point of view of costs has the tendency to an optimal
combination. At the same time, tnls results 1n a4 maximum

profit for the economy as a whole.

Absolute market transparency 1is an ideal that probably

can never be reached, especially not in the market which
hereinafter will be discussed - the international market
for capital goods. The morc nomogenous a market, the
smaller the number of partners 1in the market, the more
constant their composition, and the smaller the geographic
market area, the easier it 1is to achleve transparency.

In the market for capital goods, however, these conditions,

unfortunately, are hardly to be f{ound.

So, is there a way to improve the transparency of this
market, and 1s there sufficiently high interest to
enter upon such a way? This paper tries to answer the

question.

The general question became of topical interest because
of the problems which the development banks have to face

in connection with project financing, which they have to




sufficient market transparency - at least in individual

cases = by exchange of experience with colleague-institutes.

Interest in an Lmprovement of rarket trdnsparency is to

be found, at least theoretically, with the producers of
capital poods as woll as with the buyers of capital poods
(hercinafter referred to ag "investors'), The producers
already participating in the rarket should be interested

in a knowledge ag SOmpretiensive u4s possible of all potential
investors and their specific intentions, since knowledyge
about futupre Sales prospects g Yorth more than the rough
Picture got on the basis of cogently imperfect market
analyses, Lqually more promising is the POSsibility of
direct contacts w.th potential bartners than .is q widely
distributed advertising. Mope comprehensive knowledge of
market prospects and cloger contact to the market partners
do not only put the producer in g Letter position to adjust
his production to narket conditions, but it also flves the
opportunity to start tie production of additional capital
00ds at hettoep prospectu for success. Finally, an in~
creased thnSdeGncy oftters greater prospects for success

to the producer newly entering the market,

Lxempt are thoge producers whose sales are favoured just
by a lacking transparen~y, In the interest of the overall
€conomy they should be deprived from thisg protection
through intransparency. If, nNevertheless, they maintain
thelr market Position, theip qQualification is proved; if

they cannot maintain thejip Position without pProtection,

this is to be recdarded as a process of Self-purification
in the interest of the overal] economy.
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The investors are interested in an improvement of

market transparcncy without any reserve.

It would be an inadmissible simplification if one would
identify the interests of the producers with those of

the industrialized countries and the interests of the
investors with those of the developiny countries. Still
today, investors are principally to e found in the in-
dustrialized countriecs. The same applies to the production
of capital goods - but today it 1s no longer the exclusive
domain of the industriallzed countries since conpetitive
productions huave been achieved in some developing countries.
Nevertheless, special interest in an improvement of
transparency can be supposed to exist, in particular,

in the developing countries.

Especially with the producers of capital goods in these
countries because, in ;seneral, thl.ey are newcomers to the
international market or still have to make their first
step into the international mnarket. Their sales chances
would increase essentially through an improvement of
transparency. In additian, trade betwecen the developing
countries - the so-called "intra trade" - and also the
extension of industry sales of the developing countries
to the industrialized countries would so be stimulated

in the interest of world econony.

The investors of the devecloping countries are specially
interested because the degree of transparency is generally
essentially lower for themselves - due to the present
market constellation - than for the investors of the

industrialized countries.




In industrialized countries the knowledge of supply-
pPossibilities, of Guality and price-worthiness in the
capital goodu uector is i151) relatively good. The lower
the state of ‘ndustriag OVeLonprent 1L g g ceuntry,

the more irpertect gs ), Fencrajily, tn, KEnowicdee . The
experionco an. the PUSSLotlities forp tuntacty are

lackiny or there ape vhe-siided tien to fopmey <uppliers

whi h peraa,s are no POTe COMpotitive L5 the werll rarket.
the protiler (o, o Al tion, of 4t feprent LMfertance to
smali-scale investor: ST datye-Logle inveLtor,, [ he large~
scale 1nvestor who SHVITOL Lo e e tenders provides
himself wit: g GIRN derree of mareet transparoncy, the
small-scale investor N0t alde e o “O. in national
developrent an< ean surely o give horo e duLis5tance forp
choosing t oo CapLtal ypoogs, Powever, petting g clear survey
Onodnternaticong. PUSDLY OG0l it ies 1s possilie for such

. . . . -1, B L . oy o § . .
thstitytesy Bhly to g [irirad extent,

Unly few investorps are atile to cep tentinuously posted

of the techncyl development of theirp sranches, Lspecially

in legserp develeped countries and with entrepreneurs who

51drt a new production without Having relevant previous
knowledype of L, tip NCW=how of the newngt and most economie
methods ot ;roduction 15 lacking. It because of this ignorance
obsolete Capltal yoods ape procured, the competitive chaices

of the new production will diminish,

SUMmMing up, it can be sald that an improvement of market
transparency i in the Interest of nost of the producers
of capital FOOUs and in t'e intepest of all of the in-
vestors, Lspecially preat Interest can be tound with

broducers and invegtops of the developing countries be~

Cduse they wish to make up tor the existing disadvantapes




concerning information. At the same time, the improve-
mont of tran . parency also lies in the interent of world
economy, ¢apecrally of international developrent policy.
With the procurocent of the teo inseally oot ang cheapest
capitas poods and with tre anternat.onal extenoion of
their ows Lupp.y-potsibasaities, the chances for the
deveioprent of the levelopingy coLntrie. noroase, -
proverent ! Trunsparency in the (nternationd, rarket

for capital poods 13 thus an arpertant corronent of the

international tinancial and technical leveloprent aid,

Lffects

It has to bLe stated generally, that lack.npg market

tranuparency provents to acaieve the optimal level of

investrnent ard thus the ortiral level of production in

the woriil. Lacr.n, posstililaty to cerpare prices, for

capital gocds an: thus pnorat

P

-

ce of toe pegsonable price
make investments rore onsntly. Lack.ng oo wibilities to
compare the juality of ciapitas gooo. make inve tnents

less efficient. Lackiny hnowiedje ot tne ditferent technical
possibilities ot production rray raise the price as well as
detericrate the cfticiency of investrents, In any case,

this 1mpairs quality and price of the procuced poods and

thus the proftitability ot the enterprinses,

More than in the sase of other poods, lahing transparency
is especially iuadvantapeous in the capital poods sector
because the prices for these goods are comparatively high,
their instailat:on often causes consideranie extra costn,
the r econonic ftect 1o of particular long duration and
because in most of the caseu they are integrated parts of

a greater unit o! production.
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Bocause of insufficient competitiveness of the produced
goods the cxport results, aimed for, arc not achieved or
the planncd replacement of formerly imported poods fails -

both is disadvantageous for the balance of payment.

This chain ! effects can te prolonged consiterably. In

1 find that a deviation from the optimal

P
o

each case, one W

investrnent will ¢

&

use disadvantape for the overall economy
which in a ies. important single case ray, of course, be
looked upon as guant:ite négligeable which in the cumulation
through :nsutficient narket transparency, especilally in

developing countries, however, nay be of great 1mportance.

It is not at al. the case that the fault for a nmisinvest-
ment 15 ,rincipally to be charred to he supplier. if, due
to ignorance, the investor Jecides, for instance, in favour
of a suppliier wiuse production profpran dloes not contain the
appropriate linergions of cdpac ity Or tne necessary

process i, , Lants rocurred for anpure raw rmaterial, the
main faul?! (.es with the investor, Un the other hand, in-
vestors' igrorance maie. it easy for unfair suppliers to
sell equijnent «i1¢' woull be rnowr fror the Loginning On

a8 lnappropriate it ecconoric or technical alternatives were

kpnown, «r 1t oa crices aad gquality-corparioon between coms
petitive cqus prents were pussible, Lairewi e, hecause of in=-
sulficient market fransparenc. still teday equiprent can be
sold in deve fopang countries which inone way corresponds

to the achicve . teehnical standard. it course, the most
modern machine Jjoes not necessdarily fave to be the raight

answer to an investnent probler, le 1t tror the point of

viev of the enterprise or oversall econony, but transparancy,

at least, should allow to reach the appropriate correction




in price in case of a deviation from the highest technical
standard.

To what extent losses may incur to the developing countries
becomes evicent when a first offerer is induced by cbm-
petitive ¢ffers to reduce his price by more than 20 per

cent, Or wien a supplier who hut been urged by the developing
country into a financial participation in the enterprise
being suppliecd Oy him, 1n case of fallure writes off his

20 per cont participation as lost profit because it had

been calculatedanyhow in his profit marcin from the be-

ginning on.

srave conseguences may incur for an economy if a misinvest-
ment 1s an integrated part of a greater investrent. A
processing plant for agricultural products, the cultivation
of which has bcen organized or intensified especially for
this processing may in case of a techrical misinvestment
retlect gravely on wider arricultural districts. isut also
in @ smalior context a not working or wrongly proportioned
conveyor-veit ma, disturb tne course of production 1in such
a heavy way that tae loss of profitavility is unrclatively
high in conmnarison to the price of tne conveyor-belt. As

In mout cases woe ndve to start from the tact that capital
goods are woraing, rore or less intepratedly, be 1t in a
small or in a large context, the damages of such misinvest-
rments are usualiy much greater than 13 expected at the first
flance. In addition to this, there is the already mentioned
damage from the point of view of the overall economy which
cvmes 1nto cftect through the products manufactured by

means of capltal goods.




Last but not least, the already above-mentioned damage

for the capital goods supplying country with regard to

its future chances as supplier will have to be put into
account. The success of Jecades of efforts by renowned
firms of a country may rapicly te destroyed witnin a region
or a branch through leaking=-out that bad poods have been
deliverecd. .specially in the international markets in-
cdividual experiences of a4 positive or negative kind are
easily liable to be generalized and prejudice ofterr con-
sists longer than is justified by the matter. If a supplier
only looking for quick profits thoughtlessly destroys such
positive prejudice which exists for his country, he should
be ousted from the market, also in the interest of the
qualified suppliers of his country, before he can cause
further damage.

The effects pointed out here, make it desirable especlally
in the interest of the developing countries to achieve an
as high as possible degree of transparency in the inter-

national market for capital poods and this as quickly as

possible.




II. Possibilities for the Improverent of
darket Transparcncy

1.

Maximum Solution

Absolute rarwet transparency can never be achieved in
any markect. ‘he greater o markaet is in the number and
variety ot its goods and market partners and the
bipgger tiv yoovoraphic area, the nooe difficult it is
Lo achiveve transparency. ven 1a the case of such a
homopenous an ! widely reqqulred commodity as gold, the
wide extennion of the rarset with its political boundaries
and possibilities tor manipulation of the narket partners
under this protectior, 15 an oltstucle to market trans-
parency. far -ore intrancparent is, of courte, the world
market for capital gools since the variety of products

1s so large that gfreat technical knowledsge is required

in order to weigh one capital gcod against another which
serves the same purpcse, except 1f they are standardized

types of a bulk commodity as e. g. simple motors.

If one should try to achieve the highest possible de-
gree of transparency in spite of these difficulties,
the data of ull capital good supplics, of all capital
good 1nvesirents anl any opinion ¢n these capital goods
(opinions of supplies, buyers, financiers, and techni-
clans) would have to be made available to all interested
parties in a central place. For different reasons it

is not possible to reach this aim:

(a) The delivery of the necessary information cannot

be forced. Therefore, a complete registration is
excluded.




2.

(b) Even if the technical data and prices of capital
goods could be registered on a reliable basis, the
opinions on prices and quality would necessarily be
subjective ones. Experience shows that e. g. a
supplier normally tends only too readily to charge
the responsibility for deficiencies of investments
to the investor and that the investor, on the other
hand, rather charges the responsibility to the
supplier. Lven a neutral bank which finances thae
investment will only seldom be in a position to
give an objective opinion on winether prices or

quality of the delivered poods are appropriate.

(c) Opinions, especially those concerning lager plants
cannot be compressed in a judging mark or in a short
form without risking an inadmissibly rough state-
ment. A plant may basically be quite pood but a single
part may be the reason because of which it does not
work properly. Wwould this be enough to give a
negative global opirion?

(d) Cven if objective opinions would be centrally
available, no institution could dare take the risk
of passing on negative opinions to interested parties
since, automatically, legal prcceedings against the
informant because of business impairment would be
the result.

Realistic Solution

Considering the afore-mentioned dirticulties it is the
task to find a realistic solution which certainly cannot
achieve maximal but - under the given conditions - still




optimal transparency. Taking into account the afore-

mentioned difficulties, the solution can be outlined as

tollows:

(u)

(b)

(c)

(d)

'The supply of the necessary information will have to
be on a voluntary basis. In order to maximize the
volume of information, incentives for the informants

are necessary.

A collection of opinions is not possible. lowever, in
order to provide the interested parties with the
possibility to get to know the cxperience of investors
and financiers, the addresses of these holders of
experience will have to be collected as completely as
possible. In cennection with the assumed principle of
voluntary co-operation referrcd to under (a), this
means that the suppliers of capital goods will furnish

references.

It is left to the initiative of the interested investor
to what extent he will take recourse to these re-
fercnces, to what extent he wishes to collect his own
impressions at the place of investment or to what
extent nhe will be content with personal or written
information and whether he tninks himself sufficiently
capable of forming his own Oopinion in order to make
full usc of the opinions of others or whether he rather

prefers the assistance of experts,

There are nO obstacles to the transmittance of data
and addresses furnished voluntarily for this purpos.
as far as these data have been nade available by the
suppliers of capital goods. Additional information of
an information centre itself should only be of a
general kind and not refer to a scheduled capital

good or a cooperating supplier.



The solution outlined here is suitable for achieving
within the range of suppliers' co-operation an almost
absolute transparency of the market for capital goods.
The investor can -~ by his own initiative in using the
given addresses - add to the supplied data the experience
and opinions of investors and financiers, thus finding

an opinion of als own.

There will occur gaps as far as suppliers of capital
goods are not willing to disclose their business. But
since normally suppliers are intercsted to inform and
attract potential customers as numerous as nossible,

it can be reckoned with a nigh percentage of information.
It is less probable that supplicrs avoid to supply any
data on their products from the beginning on, than that
they avoid to give references in individual cases of
insufficient supplies or misinvestrents. Since the supply
of data ‘5 on a voluntary basis, it has to be reckoned

with commensurate gaps.

If these gaps remain unknown, there will be a remaindcr
of intransparency. But since in the iaternational supply
and financing system too many participants know about

the carried out investments, a suoplier cannot be sure
that a misinvestment remains unknown. Therefore, he

will rather give also a bad reference and name the reason
for this misinvestment than run the risk that perhaps
deliberately concecaled facts will become known without

him being able to give the necessary explanations

immediately.




Incompetent suppliers will sooner or later be generally
miscredited if, at all, they will join a central in-
formation system. On the other hand, however, a supplier

who excludes himself from a central registration nust

be aware that possibly in many cases he will exclude him-
self also from chances to supply capital goods to developing
countries beccause - if one day a central world-wide in-
formation centre has been established and is known by all
interested parties - central financing- or planning

authorities might only allow supplies from such firms

which are centrally repgistered.




I1I. Interested Parties, Motives, and Willingness
to Financial Contribution

1. Informants

Basis for the volume of information are the suppliers
of capital goods, be they producers, traders, con-
tractors, or may they have a mixed function. Their
interests are orientated towards future sales profit.

Their willingness to contrilute increases with growing

sales prospects. The same applies to their willingness
for financial contributions. As the supply of in-
formation is also an act of direct and aimed adver-
tising, a supplier of capital goods will make his

calculations on this cost basis.

A division into a general fee for the inclusion of
the informative data and a remuneration in the case
of success for ecach furnished information would
most likely correspond to the value of this publi-
city. On the other hand, such a division requires
additional work at the information centre, <ince it

presupposes a notification on each inquiry.

It is not necessary in this context to deal with
suppliers of capital goods who have to fear a
negative influence for their future sales prospects
in the case of disclosure of facts.




(c)
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Under this category, development banks will have to

be addressed to primarily but also other financing
institutions and governments. Their willingness to
furnish information 1s desirable for a completion of
the global picture of all capital goods supplies and
investments respectively. It is especially their in-
formation that allows a maximal registration at the
beginning and also the Jetection of gaps of information
which arc not tilled !y the suppliers of capital goods
voluntarily.

The afore-nentioned parties have in common a general
interest in the improvement and cheapening of the in-
vestments to be financed by them in future. Further-
more, each party, in addition, has the motive of
wishing assistance for future decisions in financing
matters as well as for the future avoidance of mis-
investments. hiowever, it will be more useful to deal
with those questions in the following part 2 (b).
Although, willingness to financial contribution may .
be assumed with some of these informants, it is rather
$0 1n connection with using the information centre,

so this question as well will be dealt with in 2 (b).

Under this term all institutions are addressed which

are concerned with investments, but which are not acting

as financiers. To this belong e. g. national planning
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institutions, consultants, and the like. With them,
too, a general interest in the positive effects of

greater market transparency can be assumed. liowever,
willingness to financial contribution may generally

not necessarily be concluded.

2, Parties seeking Information

On principle, it can be assumed that the investor is
interested in an optimal combination of price, quality,
and technical perfection of his investment and that,
therefore, he iy genuinely interested in the informations
made available. Those investors who regard 1nvestment

as a way of opening up illegal sources of profit or who,
in the casec of public investment pursue a political
object, can be left out of consiacration. But even in

the special case of comeboly investing available funds |
for the purpose of a later Aisposal of the investment
with profit, the optiral combination will be aimed at
because, in doing so, the possibilities for maximation

of the sales profit will become greater.

For these reasons, a willingness to financial contri-
bution can generally be assumed. For a genuine valuation
of the available information the levying of fees secems
to be recommendable for psychological reasons since
gratuitous services are likely to be undervalued. A kind
of protective fee could Le appropriate in order to avoid
unnecessary use of the information centre. On the other

hand, investors should not be charged with costs too

high. A uniform rate which is only graduated according




(b)

l,&n

to the cupital goods costs which, however, doss not
take into account the extent of infarmation with regard
to the furnished Jdata, seems o be the hes!t way. 1he
probier of unortage of fore on cxchange could bhe solved
by payment ir domestic currency.

Finepciels

Financiers, toe, have a special interest in an optimel
combination of price, juality, and technicel perfection

gince the wjtimal conbination 18 ar esaeptial arepe-

{;uisgte fof cocnaMmis syt oess  ar CEForowes Thae goigndeeagg
of financirny, e ¢ o Form o n¥ oore C oo oAt v ipatioan,

I the nwestor g Pt oL et Bre meresnat, Leforegtinng
himsell, *'e ! nareier w: ., Sufe ., . 88 % ecelepd Lis owh
basis for 'apmiag ar oloitn,or ok fTre e get $. ta financed.
However, v g0 o Te =g, tere ] T At e flramc ef wmill
show on., 't .e oropersit, 0 o v s L 0 mgelf |
Sequent iy Tince the (nfopgatioar fay CLer Ceehgans overs
thirow the whi,e Fopmep - rowmntment piAareng ¥ i S
1ik¢!i‘;‘ thatl e wiLl make f s tilscarter, condit an fap
the 1ovestors for whom o rroy e foe searz for financing,
1O Zee 1o (Y tlerxe yves gt fley et 3 soun' bhagsis far
the itaventswnt riaABRLnE ant fho cEPorytvaent e isions

thﬁ?ggh’ the 1 foprmar . B g

In 80 far, a reneral willingness to contribute does not
seem to exist wit' tre fingnciers. bwever, the noreal
protective lee could e lemanded of thes in case they

want to use the 1aforsatior available.
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(o) dusdorisien.. loutitvieea. Cooavitente.. sos.0tbers

Basically, the same that has ‘enn sal conCern ing the
financiers ar{lies ¢ *rnis ev 1 are, a8 wel, the
Optivma, rombiatinr 5 the g3ic ceyga frr, Taneayne at
this oomb  na+ v tg melyw. T, clare  meg s f the iy

VORTOrs aiso aiimw an optimal Lt sart e o8 g given

i,

frame of tuni- | e it tre ant.owg, Lo a4 Tulget, of

@ credit voiutw, or of foreiyr es hange ‘umids, in all
of these . auc. the interest 19 reliab e . aforest ion

iz the oane,

This group, too, following the tren’ of the financiers,
will be irnclines to mase the previcoys use of the jn-
formationr rervre © 4 thn INVeSTary 1 Lfereay; s, te fop
their Jdecis, ns  Acenr ingly, Tere i owell tre irvying
of & fee wi,. = an BESALE Ly ateoom case o inngiries,
It sholl e mate prere on te for b e firaiat o omg of ipe
format. .o oprinsioe, tar the rrogps dealt Wittt g
(B) ans () payment shouid be made 5 tre recpect ive

domesntic currency.
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Holder of Information
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1.

2.

Srfan;éﬁé ‘nforration, ;lreédz gvailable

Apart tree o ttorts of suprliers to inform potential
customers 4 out fhelr cu,ply possitilities, other efforts
have been male (n the cast ‘o increase *he degree of in-

formation 1n the calita’ poods rector. sovernrent organi-

sation. or o oo ations of rciucers have oL L digtributed
surveys on tre oo liers oand tre gt l s ibhil it ten of

their recpect ve cauntr,. oo rgllications fLtier very
Much wito recar. to extent grad crefouniness of  nformation.
Some of ther are very tetgi.ed, athers are [ Lmite oo
general crtatesent and cosntain an vasdalie anformation

the exact allre cen ot sasliers, Yinally, there are classi-
fications ! Lelected SLanty w0 Aven pLve rore or less
VAgue dran oot ppioec. Che gnuencable value of  such
puldicat.ior s T owever, Jimitel Decause they are sroduced
for saies ;romot.on un., therefsre, carnct contain ar ohbe
Jective inforratics aleut rrice ani juali'y. Furthern re,
each of thi. suliications refierts at least only a national

gection of e naternational canital pood. rartet s¢ that
H L 3

a
& CoOmparison Wit corpetitive products on a world-wide basis

s not pousible.

Jgcasional cxchange of Information

The lac« of tentrally available information certainly has
caused a number of in.tiatives by the parties interested
in closing s ypap of intormation in this or that special
case. n thi. wector, especially the international and

naticnal financlers and among those the development banks

have become active,




They have been able to close single paps through ex-
changing with colleague-institutes their knowledge about
certain capital pood supplies and suppliers and by giving
the addresses of investors, possessing cxperience of spe-
cific investrents., [n add.tion, .t ras 'een poasible
especially for .nternaticnal financ.er, to exclude un-
reliable and untair cusniiors frorm tre nventrent. being
refinanced Uy them. .uc’. single ~easure., certainly avoided
4 number of investrent faui*s, ~arket trancparency, However,
wWas oniy improve. at certain points - although on an inter-
national has:s.

3. The Necessity of contral, neutral, and world-wide
Information

The afore-mentioned rartial soluticrs are a great help for
the cstablishirent of a central rlace of snformation, but

they cannot rep.ace 1t. = +bte contrary, a central information
institution could otviate such efforte ant the costs arising
in connection herewity. e roder: terunical possitilities

of comrmunicaticn an. of vegistration of ata facil tate con-
sideratly a worjd-w, le sciution av far as orpa-ization and
€Osts are «oncerncd. A world-wide rey..trat:on is an 1nad-
missible prerequisite for g maximation of markes transparency.
A perhaps tninkacle division into regiondal ventres for re-
gistration or intormation would not 'e rational in our modern
world. It would not only be contradictory to the basic idea
of a world-wide market transparency, bLut it cculd also impede

the easy excnange of information between the continents.




bteps for setting up the Information Centrc, Co-operators

To secure a quick and easy establishment of the centre,
special attention has to be attached to the strategy to be
followed. The easiest way would be to collect the information
material on capital pood supplies alrecady available at certain

places and to interrogate the respective suppliers:
- whether they are interested in a reglistration of these
supplics in the central card-index,

- whether they are preparcd to lhiave the buyer registered

as reference,
- whether they want to name further references,

- whether their program of delivery is fully registered
herewith, or

- whether tney want to have included further capital goods

of their production and references pertinent to it.

Such a procedure autoratically demarcates the circle of
P y

co-operators of the first plase as follows:

1. Co-operators at jrimary Collecticn

(a) Internationgl _Plnanciers

This group includes the multilateral as well as the
bilateral tlinancicrs of capital aid and commercial

financiers as e. y. the world Bank (IBRD), the regional

development banks for Asia and Africa - Asian Develop-
ment sank (ADB) and African Development Bank (BAD) -,




the regional Latin-American institutes - Inter-American
Development Bank (IDB), Banco Centroamericano de Inte-
gracidn Econdémica (BCIE), and ADELA Compania de Inver-
siones (Panama) S.A. - and the Private Investment

Company for Asia S.A. (PICA). In addition, there are
bilateral financing institutions such as the Irench
Caisse Centralc de Coopération Economique (CCCL), the
British Commonwealth Development Corporation (CDC) and
the Commonwealth Development Finance Company Ltd. (CDFC),
the German hkreditanstalt fir Wicderaufbau (KfW) and the
Deutsche Gesellschaft fir wirtschaftliche Zusammenarbeit
(Entwicklungsgesellschaft) mbii. (DEG) and the American
Agency for International bDevelosment (AID). To this

group finally belong the national export filnancing-

and insurance companies. At all of thesc institutes,
numerous data uwout effected capital goods deliveries

and the respcctive suppliers are most certainly available -

due to the disbursement and authorizing procedure.

(b) National Financiers

Within this group it is especially the national develop-
ment banks which play an excellent part. Because of the
variety of branches financed by ther, the different size
of the projects and because of the spread of the financed
capital goods imports on numerous countries, voluminous
material on capital goods supplies effected during the
last years is available at the development banks. It
will, of course, show differences and deficiencies con-
cerning tne completeness of certain details, but it has
the great advantage that the addresses of the investors
who will possibly be quoted as references are probably

registerced exactly.




A comparatively great part of information on capital

goods deliveries will be twice available, namely with

the international as well as with the national financiers.
However, to achieve a registration as complete as possible,
both sources should be made use of, all the more since

this at the saree time allows o control of exactitude as

well as a completion of the data.

(c) Government_Planning-_and_Authorizing_Bodies

In addition to the financiers, the government institutions
which are concerred with the investment planning or the
allocation of foreign 2xchange can be called upon as a

further proup for the primary collection of material.

The material available at these places, too, will to a

great extent be identical with the naterial of the financiers.
But for the achievement of a maximal degree of exactitude

and completeness, one should not go without the assistance

of these institutionc.

Starting the collection of material within the above described
groups has, in addition, the special advantage that in this

way also such suppliers are registered who until then were

only of national or regional importance and who very easily
would have been ignored without the co-operation of the afore-
mentioned institutions. Tha suppliers in question are especially
the newcomers in developing countries who lack international

experience and international contacts and, therefore, are

easily overlooked.




2. Technique of Collection

(a)

(b)

Systematy

The systermaty of the primary collection is determined,
on the one side, by the depree of what can be demanded
from the co-operators and, on the other side, by the
technique of the data processing and by the Jdesired
content oif the final intormation. tere, in any case, a
compromise will be Indispensable, making cuts from the
extent of the desired tinal information and taking the
respective quantities and qualities of the available data
as a given basis. The co-operators for the primary in-
formation will anyhow not have to be overcharyed because
the completion of the data will be effected later on by
the suppliers. Lo, a forr which allows a preliminary
classification of data for cuerying the suprliers should
be sufficient. Ussential components are the as exact as
possible definition ot the Lupplied Foods and the oxact
addresses of suppliers und investors. For the roods to
be registered an internationally used standard systematy
would have to be made t.e bLasis from the beginning on,
which also could remain valid for the final registration.
The co-operators snould be urged to range their data

into the systematy and to rark doubtful cases ag such.

Method of Collection_for_the_primary_ Material

For the collection of the primary information two different
methods are possible. On the one hand through contact bet-
ween the centre and the co-operators by way of post and

by sending the forms filled in by the co-operators to the
centre. Alternatively, teams can be delegated to the co-

operators to fill in the forms with the assistance of the

co-operators.




There is a similar example speaking for the usability

of the first method; this is the world-wide registration
of the most essential data on development banks. The
success of this collection was qulte good, however,

here it was a self-description by the co-operators

which did not require ruch preparation and greater

effort and, in addition to this, international develop-
ment banl's - to which the co=cperatcers to a4 certain extent
felt obliped because of existing financial relations -

had been set in as sub-centre.. Tnerefore, 1t cannot be
vaid detinitely whether the same willingness to co-operate
will exist in the case of a more laborious procedure. A
cortain encouragement, however, is alsc the successful
attempt of LLIDC in which ten development banks and de-
velopment institutions on request staced the supported
investrments naming the lranch of production and the annual
capaclty. But 1t has tc ue conticdered that only a part

of the group wanted for co-operatiocn will be ready and
capable to turni.h complete irformation. For this reason,
a compromise betwecn the two pessibilities for a maximation

nf the result of coliection seems to be n

o

cessary.

Accordingly all institutions cencerned should be addressed
to and be supplied with detailed explanations of the task
and of the aim, and at the same time a sufficlent number

ot torms should be sent te them. [hey would be asked to
express thelr yen-cral willingness to co-operate and to
state the approximate date of delivery of the forms. If

no declaratior of willingness 1is piven or if the forms

arc not Jelivered in time, a new contact would be advisable

with the offer for sending a team for collection.




(c)

(d)

Processing_of the_primary Material
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The probably very voluminous primary material would

have to be selected and arranged mechanically. On the

one hand, a basic card-index which would be completed
and corrected by later informations, but which especlally
would serve the purpose to control in how far the se-
condary and final informations are furnished or not,
should bLe set up. On the other hand, the act of arranging,
ought to bring at the same time the required exactly
addressed introductory letters to the suppliers named

in the primary material.

For the querying of the suppliers the content of in-
formation set as the final aim must be the basis. Any
data and particulars have to be asked which shall later
on be made available to the customers of the information
centre. We will yet have to deal with the extent of the
information further djown.

The suppliers would have .to be informed in detail about

the final aim of the information centre to be able to
estimate for themsclves how far their willingness to

furnish informaticn can go. Therefore, it is advised to
emphasize especially the principle of voluntary co-
operation, and it also has to be left at the option of

each one whether he wants to leave out certain information
or whether he only wants to pive an answer with reservation.
This applies especially to price quotations. In this field,

it might perhaps be advantageous to provide from the start
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for the possibility to limit ecach quotation to a
respective date of validity. This would protect against
mistakes when the price informations later are used in

comparison.

Since gaps still will exist despite great efforts of
the co-operators at the primary registration and the
suppliers, an examination of the publications mentioned
in IV, 1 Ly a special tcam would bLe desirable in order

to have a kind of gleaning.

At this second sclection too, a number of capital

poods suppliers will not be registered. Unfortunately,

they will mainly pelong to two groups which are important
for the achievement of rnaximal market transparency and

the aims of developrent policy. Primarily, new suppliers
will not be regicstered who have started production and

sale of capital goods during tne first phase of repgistration
and who, therefore, have not been named. Secondly, new
suppliers will not bte registered who have started the
production of entirely new developed capital goods which

. g, allow new methods for the production of new goods

or which process new raw material. A big gap would remain
it one would not distribute quickly the hereof resulting
technical and developrent-political benefit. For this
reason, tue cstablishment of an information centre ann

the collection of information would have to be announced to
the whole world and the suppliers of capital goods who are

not yet registered should be invited to take up contact

with the centre.
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The sectors above mainly deal with the steps which

lead to the establishment of the information centre

and result in a survey on the supplies of capital

goods during the last few years. llowever, in order to
give the latest possible state of information,‘a current
supplementation and actualization of the material will
be necessary. for a period of transition, the information
centre will, for this mattecr, still be dependent on the
support by the co-operators at the primary registration.
However, it can be assumed that the registered suppliers
in the case of good success will be sufficiently ir-
terested to actualize and complete their information

currently.

As far as certain suppliers have not shown any desire to
complete their data in a certain course of time, the in-
formation centre will have to become active in order to

keep the informative data up to date. On the other hand,

later too, the information centre will have to ask the
co-operators at the primary registration for new information
from time to time in order to secure admittance of the
suppliers of capital goods newly entering the market. The
information centre will also have to make efforts to win

as co-operators the financiers newly entering the market.
The best way to fill currently any gap of information is

a sufficiently large publicity which should be conveyed
regularly via the technical periodicals. Statements on
successes and reports of success will most likely encourage
suppliers and investors to furnish information and to make

use of furnished information.




3. Systematy of final Registration

(a) pystematization

(b)

- - -

of aterial

For the nystematy of the final registration there

are several decisive points of view which primarily

have to follow the interes: rituation of the customers.
The custorer :iil have to net as quickly as possible
complete and exact information. Accordingly, the syste-
matization of material wili tave to foilow an inter-
nationally used nattern. To faciiitate the seclection

of the intorrmation material it should be sorted out
according to two main criteriq, narely the branch of
production .n which tre capital good i5s to be utilized
and the type of the capital good. Lo, €. g. a machine

for the procuction of hair spray tins would have the
classification mark "main group machine-tools - sub-
group machines for tne procd.ction of tins" as well as

the second classification mark "main group chemical in-
dustry - sub-froup cosmetics". This classification would
have to fcllow international norms. An index of these
norms in the nands of all participants woulcd cons 1derably
facilitate the use of the information centre. To make
future translation unnecessa®y, the index should at least
be published at once in the three world languages English,

French, and tpanish, and a dipit code should be crecated.

Reg

-
bt

gtered_Data

For the selection of the data to be registered a compro-
misc again 15 required. Yo avoid an unnecessary compli-
cation of the collection, a limitation to the essential
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points at the expense cf the information content will

be unavoidable. Since the use of the centrally collected
data is only the first step for the parties seeking in=
formation, which may be followed by further steps left
to the discretion of the user, this limitation seems to

be justifiable.

Most important are the data which allow a clear identi-
fication of the capital good. 50, at least a statement
on the capacity would have to be added to the classifi-
cation marks given unter (a) allowing for a demarcation
of the selection according to the order of magnitude,
I: for some capital goods statements of capacity are of
no evidence, another output factor indicating the size

will have to bhe chosen.

Furthermore, the exact address of the supplier and the
exact address of the references given by him are

essential components of the information.

Another important point is the statement of prices.
Here , certain difficulties may arise in so far as
especially for greater plants no cxact, binding prices
can be stated. A practicable alternative would be the
statement of an approximate price iIn connection with the
date of validity or the statement of a 'from-up-to'-
price. In addition, it could be left at the discretion
of the suppliers to add to the references the respective
price of the commodity and the date of delivery. Of
course, it will have to be left at the suppliers' option
whether at all they wish to state prices or whether they

want to do without such a statement.




For a better identification of the registered capital
goods, short statements on the employed technical
procedure, tne énergy requirement, the consumption of
raw material, and sinilar technical marks would be of
further advantage. Here, space could be spared for
correspondent remarks of the supplier - if the classifi-
cation mark for the goods does not already make the

necessary differentiation.
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VI. International Information Centre for Capital Goods (lICCG)

2.

If a maximum of material shall be registered and an
optimum of world-wide information is aimed at, the
organizer and sponsor of such an information centre can
only be an institution which already has world-wide ex-

perience in the eccnomic field, wnich disposes of a

maximum of international contacts and which 1s reparded
by all partners coming into question as being neutral -
especially politically neutral. Only under the condition
of this constellation the necessary willingness of all

participants to co-operate can bLc won.

The above-rentioned conditions présently only seem to be
given with the United hations. wWhether this organization
itself is prepared and is in a position to take over this
task or whether it will make available for this task onc
of its sub-organizations - e. g. the UIIDO which in
particuiar secenms to be suitable - or whether it repards
it advisable to establish a new sub-orpanization which
will take over only this task, will in the last analysis
certainly b2 solved by a further international discucsion
on this subject.

Location

Choosing of the location of the information centre will
have to be made with regard to an as smooth as possible

execution as well as with regard to political considerations.

If UNIDO is selected as sponsor organization, the natural
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location will Le Vienna and this without causing any
problems. Utherwise, in the first place, another European
location would come into question because here g special

concentration of suppliers is to bo found and an undesired

(O}

one-sided national .nift of importance can tbe avoided, as

C. g. 1t has to be fearea 1f the U.Le were chosen. At

choosing, the Yuropean country, asain the as great as

possible neutrality with regard to L. portance would have
to be considered, so that tesides Austria such countries
as Switzerland, Denmark, or the letherlands brcsent them-

selves.

3. Costs

The problem of costs is facilitated by the fact that

the information centre can perform its activities fop
reward. Only at the primary registration - i. e, in the
first phase of establishment - costs will incur which will
only later bLe wholly or rartially covered, Concerning the
Suppliers, it can be assurecd that a fee will be levied for
each information given, which e. £. 15 calculated on the
basis of tiie price for the registered capital pood. In
addition to this, each subsequent correction of information
can be nade liable to a fee. furthermore, a rcenuneration
for succesc could be made In passing an amount for each
information given on treir capital goods in the course of
the year to the suppliers' account. In a similar way, fees
can also be deranded from the parties seeking information

which are calculated according to the price of the capital

goods and the number of information furnished. An investor,




e. g. who obtains a greater number of addresses of
suppliers and references for the construction of a

sugar plant, will have to pay tne multiple sum of

that one to be paid by the investor who asks for in-

formation on a conveyor-belt and who only receives a

linited number of suppliers' addresses and references.

It should be made the principle for cuach levying of

fees that it will be reckoned out in UL dollar but that

it may be paid 1in the domestic currency of the partner.

In such a way development countries, poor in
e reserves, will not be charged additionally.

foreign

exchang

The information cent
because the necessary deleration of

re, on the other hand, can afford

such a procedure,
teams will cause expenses in the respective domestic
To avold any unnecessary red-tapism in

the information centre should

currencies.

settling the accounts,
accounts to a body particularly

the Bank for Inter-

leave the keeping of the
suitable for this task - as e. g&.

national Settlement ir Bale.




VII. International Central Information on Consultants

Closely connected with lacking transparency in the capital
goods narket 15 also the frequently observed lack of in-
formation about competent consultants. Again and again it

can be noticed that supplies of capital roods unobjectionable
as such, are not employed optimally because the Lnvestors

do not only lack the required technical and cconomic know-
ledge, but because in addition to this they dre not capable
to fill this gap with the assistance of competent con-

sultants.

Therefore, the question arises whether it would not be
advisable to collect, together with the information on
capital goods, also information on international consultants
and, if so, whether this information should also be re-
gisterced on the index cards in a single operation in order
to deliver it automatically without additional work to-

gether with the information on capital goods.

The problem is simplified by the fact that the principle
for classification according to branches and types of

goods which has been made the basis for capital goods

seems to be suitable as well for the registration of con-
sultants. At a classification according to capital goods
there will certainly '«¢ a great number of ocmaller capital
goods in regard of which an automatical assifnment of
competent consultants is not possible. At a classification
according to branches, however, it will be an almost automa-
tical process to group competent or specialized consultants

together with the capital goods of their main field of

activity.









