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The title, namely, "selection of a prospeotive investing corporation" is
perhaps suggestive of a rather wide field from whioh a selection could be
made. If thic was true of some past period it is not true today - certainly
not, T think, 1in relation to a developing country's efforts to ceek invest—
ments from capital exporting countriec like the U.S.A. to which my experience
is limited. It is rare now that there is a race among U.D. corporations to
invest in developing countries. 1t would be moras appropriate to describe the

cubject as "the cearch for 4 prospective investing Cnrporation™.

Perhapc [ should explain why this 1is so0. Investment in the newly emerg-
ing oountries is an idea which is now at least a decade old for most big U.5.
sorporabions which are foreign invectment oriented. A fairly good amount of
vnowledge of the economies of most developing couniries has been buiit up by
cuch corporations and their resources, relevant investment laws, incentives,
repgulations have been analysed. What is more important, experience has been
gained either first hand or through exchange of jnformatiun and impressions

with fellow investors.

Most such corporations, therefore, have evolved their own view of a
country's investment climate and determined their interest with reference to
faotors which they comsicer important. This might result in the exclusion of
certain areas. At other times it leads to initiatives being taken by the in-
vestor himself reacting to a set of circumstances in a specific country. But
often he weighs two or more countries for the best advantages. In this sense
the foreign investor selects a country or a project rather than the other way

round.,

For wy more limited purpoce today I shall assume that a project proposal
is ready to be presented to an investor. This mears that it contains enough
material to chow that the eoonomic feasibility of the project has been studied
with particular reference to demand, product mix, inputs, transport, looation,
capital estimates and profitability and that the needed Government approvals,
if any, havs been obtained. It also presupposes that the entrepreneur pos-—
sesses adequate management gkills and lccal capital resources. Let me point
out that this is an ideal gituation which is not nften realised in practice.
But I shall make this assumption because the investing oorporation usually

expeots it.




involve two basic steps:
(a) e identifioation of corporations engaged in the industry and

(b) e isolation, frop among the larger 8roup, of a smal} number of
oorporations who would be interested and willing to Provide the age
sistance required,

(a) The

fasturers is Available in the v.s.
Register ang the Poor’'s Register,

oredit rating of Corporations and n

Corporations seeking

after what I thought wes
Half of them replied that they were
rectifiers and not Ranufaoturers, And yet
ndustry olusirioation.

assistanoe for the manufacture of 8ilioon reotifiers
& thorough Search of the Direotories,
only users of 8ilioon

all were
shown under the same i

This diffioulty in tracking down the
the search is for a source of a new teohno
not listed in Direotories,

right seurce ;e Wore apparent wheg

logy or Product, Mhege &re generally
For oXample, it would be diffioult to know who,

C 80id, weuld have the teohnoloq for

ameng the U, S, Banufacturers of phosphori
the Ranufeoture of elemental phosphorus




A s it

/. 22/7
Page 5

Sometimes, the Directories become completely useless. Cashew shell
liquid is processed in the U.S. and made into varioue industrial produots.
The names of manufacturers of end produots are found in the Directories but
not the processors of the liquid and sinoce India produces large quantities of
the liquid we were interested in the processing technology. All our efforts
to looate processors proved futile. Then we looked through the Buyer's Guide
whioh gave a listing of a few U.S. buyers of the liquid but they would not
disolose the names of companies to whom they sold the liquid for processing as
their transactions were said to be striotly in oonfidence. A list was finally
obtained through an acquaintance in the paint industry. It was a big surprise
to us when we came to know that one of the processors was a U.S. Chemiocal
oompany whom we had known very well.

I have referrad to these examples only to show how difficult the searoh
oan beoome. This is not to detract from the immense usefulness of the Direo-
tories most of the time and they should be one of the most dependable instru-
ments of an Investment Promotion Agenoy.

2. Manufacturers' and Trade Associations

If the Direotories are not able to provide the required informatiem, it
might be useful to try the Associations of Manufaoturers or Trade Assoociation.
When & suitable list of rioce milling machinery manufacturers oould not be had
from the Direotories available with us, we enlisted the assistance of the Rioce
Millers®' Assooiation of U.8.A. to obtain a list ef leading equipment manufec-
turers,

3. DBanks

Osmmercial Banks of the U.8. are one of the best means that oould be
employed to identify investor ocompanies. Nost of the large Banks have industiry
experts on their staff and a brief meeting with them ocould, in some cases, be
of great sdvantage. The Banks, however, generally tend to recommend their
own oustomers. Irrespective of their usefulness in any partiocular instanoe,
Investment Promotion Agencies will find it necessary to cultivate the Banks
oarefully. They are good sources of intelligenoce and invariably refer potea-
$ial investors to Promotion Agencies of their mm accord. Their role is
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further extended to Possible financing arrangements if the need arisas, When
the sise of the Project is large it has been our experience that it ig of de-
oisive sdvantage to keep the Banks closely in touoh with developments from the
very early stages,

4. Government Agenoies

In the U.s, the Department of Commerce maintains an up-to-date list of
u. S, Cerporations interested ip foreign collaboration, There is a merit here
not available elsewhere, The Department has ready access to responsible
levels in Corporations ang is always willing to assist investment promotion
agenoies. When g hign level Government of India dslegation wanted to explain
the Government'sg new incentives policy in regard to foreign investment in the
fertilizer industry, a5 large meeting of fertilizer producers ang allied in-
terests was organised with the cooperation of the U, s, Department of Commerce,
Later meetings were also held individually with top officials of Corporations.

5. Consultants

There are hany firms who Provide assistance in locating prospective jin.
vestors but in hany cases their Services would involve pPayment of fees, Fop
this reason we have not used this source,

6. Advertisement

different.

(b) So far we have tried to identify Corporationg interested in g given

industry, e next step is one of arriving at a fey of the more Promising
investors interested in foreign investment ang in the oountry anqd projeot con-
oerned, This process ig obvioualy related to the nature of the project and
the assistance éxpeoted from the foreign fiym, Some are not interested ip
finanoial investment byt are prepared to provide technjog] assistance, Others
&re not interested in any but a stake in ownership and yet others desire a
oontrolling interest,
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final listving of prospective investors.,

1., Corporations which have a history of international investment and
business and espeoially thcse who have demonstrated a willingness to live with

the oonstraints inherent in developing economies will perhaps be the most re-
New Corporations in this area inclined to

1D/WG. 22/7
Page 7

But just as I earlier referred to the ideal attributes of a projeot pro-
there are some basic oconsiderations whioh ought, ideally, to govern the

ceptive to new projeot proposals.
aggressive risk-taking alsc are ready listeners.

2, It is not always necessary that a largor oempany should be preferred
to s smaller company. The size and technioal standing of the foreign ocompany

imarily with reference to the sophistication of the products

beoome relevant pr
We know of oases where large oom-

{nvolved and the size of the investment.
panies with the best teochnical know-how and finanoial strength have failed to

take suffioient interest in a foreign venture only because that venture oon-
stituted a very small fraction of their total business.

3. On the other hand, a broad range combined with the ability and
willingness to provide oontinued assistance as the joint venture grows may be
of deoisive advantage to & projeot. When an Indian oompany was seeking an
entry into the eleotronics industry it was offered assistanoe bty a small U.8.
oompany possessing know-how only for the manufaoture of transistors. The
assistanoce was passed over beocause the Indian oocmpany felt that in due oeurse,
when the joint venture would need to diversify, the foreign collaborator might
not be able to provide the assistance required.

Investment Promotion Agenocy

4. In the normal oourse of its operation the
exploring invest-

will have been approached by foreign companies with a view to
ment opportunities in its country. Sometimes it becomes difficult to offer
suitable projeots to theam, or they may be unable to pursue the projects sug-
gosted to them. The interest of suoh oompanies in the oountry should be kept
ortunities should be suggested to them when they arise
There are also those Corporations which are known to
in a given oountry, either because they have
who have first-hand knowledge

alive and new opp in
their area of interest.
be oonversant with conditions
invested there or because they have offioials

of suwoh oonditions.
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An investment promotion agency should, over a period of time, build up

its own records of oorporations likely to be interested in their country,

They should also develop personal contracts with oorporate exetutives who

oould provide a great deal of business information

which may not be very oon=-
veniently available to a foreign

agenvy. Suoh records and personal contaots
oould be one of the most useful sources of

inform.tion on prospective inveg-
tors,

The Indian Investment Centre had, in ite

early years of existenoe, relied
heavily on the U.s.

Department of Commerce and the Banks,
than seven years of work here we have sough

oontacts systematically and ovnsequently we now depend on them for much of our
work oonnected with identification and isolation

but during our more |
t to build Up our own records and

of prospective investors, |

Charge of the
If there is Suoh an officiaj it will pe

€ communiocation wil] Filter down to him

b5
2
<
=
g
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8h official in 4 Corporation iy more

ers and it ig worthwhile activating his

the need for Preparednesc to answep

Corporation on €encral investment
cifio projeot Proposal. It would be
ration until such preparation is

provide ihe oompany with fyl1l 4951 8-

These then, briefly, are the conclusions to pe drawn from oup experienoce

in the Indian Investment Centre, In practioe, it ig not always

This is understandable ang cannot, perhaps, be improved upon except with con-

siderably higher expenditure of Mmoney and time than jig at our command,

Also




relevant to any Investaent Promotion Agency's
§ its oontrol. While
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performance are factors beyond
conditions back home differ from oountry to country, there

rs in each capital exporting country which affect all Agenoies

are some facto
So far as the U.S. is oonoerned we have observed

more or les3s uniforaly.

certain trends in the recent past.

The expansicn of the U.S. economy in the last 5-6 years has been 80 rapid

and her international commitments nave been 8o stupendous that the U.S. private

investor finds himself squeered for oapita
oping oountries. Both the economio boom and the balance of payments situation
embargo on private foreign investment unless the

The reocent mandatory oontrols have
The general tondenoy,

1 to opare for investment in devel-

have placed an unwritten

advantages far outweigh the diffioulties.
ormalised trends whioh were becoming apparent.
is to oanoel or defer foreign dollar investment decisions. This

ng the foreseeable future.

only f

therefore,

situation is likely to continue duri
There are, of oourse, internationally oriented U.S.

not take too grim a view of the situation and are prepared to explore and

invest in worthwhile sohemes, espeoially if they think they can establish

their influence in virgin fields of industry in developing oountries, Some

oil companies, who have large funds, are =0 ainded and oan be expected t0 show

oontinued activity in developing ocountries. 0il turned chemioal companies

interested but exolusively ohemioal oompanies are apathetio.

Electronios oorporations are too busy with their own U.S. prograss and most

of them are now engaged in so sophistioated fields that collaboration proposals

for ordinary items such as semi-oonduotors do not attract them. At the same

time, manufacture involving human labour in the electronios industry is be-

ooming too expensive for U.S. Corporations and they are likely to look at pro-

posals for captive plants in oountiries where labour is oheap but skilful.

This applies inoreasingly to all labour-intensive industries or sectors of

indusiries.

The response %0 technioal collaboration
negative, This is sainly beocause of the inoreasing manpower needs
U.S. Many Corporations oite trained manpower shortage as a greater detorrent
to foreign sotivity than oapital shortage. Deputation of project techniocians

Corporations who do

will also be

proposals is also poor though not
within the
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to Ue8, factories is preferred to the deputation of U.S. experts to the pro=
Jeot, and yet many corporations shy away from any deep involvement because
they think that unless their foreign facilitier are suitably manned by their
om teohnicians to start with, they would not want to take the rick of licens-
ing a foreign venture.

I shall conclude by expressing the hope that INITO -an nesist leveloping
oountries in tapping sources of capital and technology with - minimum of
wasted effort. It can develop detailed data in its filec on variour acpecty
of thie important but difficult procecs. Among relevant i:pectt are the
speoifio sectors of technology in which foreign oorporatior.: are generally
willing to part with their know-how, sectors whiol are 1onere’ i o or near
monopolies and which need greater incentives, detailed Llotine of corporations
under these sectors, the extent of their interect in intern:ition.l operations,
preferences of investors for investment ac distinct from technical collabora-
tion and their favoured oonditions, If this can be done, not unly will deve
eloping countries benefit greatly but UNIDO will have built up invaluable

expertise in this important area.









