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}_z;_troduction

| mo accelerate tihe pace of 1ndustriulization in develeiny countries,
tl.e neei tu stimulate (he inflow of external rouources to surplement their
own 1B gener.lly TeCogm:ilie These rrsources could be in ihe form of

gupply of financine or poweinow or Vothe

2e The supply oi exterrnal financ¢iay could be in the form of loan or
ecuity invesimert. Lty irvestrent could be ~ortfolio or ¢irect.
Direct eauly invostment ancluden different torms of joint ventiores

between torei and domestic oapital,

1, Many deve loping countries nhave rade systenatic ¢ forde to stimulate
the flow of rorei¢mn equity investmoent wnu know=how into their industries,
These of torte include the creatior. of climate conducive 1o inves-ment,
the settiny up of a srwcinlizen macuirery for tre surpose and the

development cf variocus technilenos of promoting invesiment s

4. The specialized machinery set up for the DUrpor? is gererally called
investment promoiicn cenire, Cr A4;€ncy, or deariment, 4t 1; TLriieved
that such mrchinery can achieve tubstantial results in a relatively

ghorter time and at compirntiveiy ioWer corte

5 The "urpote of ti15 poper in the context of above clariricationg,
is to raise iseuce thal develoning couniriec face in tne organization
and operation of investment promotion centres, and to lis* the varicus

alternatives wihich may acour regarding each of theoe isnued,

6, The aim of ruisins the ispuers 18 t0 nrovoR Jisouseicnn i this
meeting ~nd to elic:t their ominions and expericnees in tais respects
The incuves pertain to: o
(a) the pre-veguisite conditiors for un elfective and sfficient
Natioral Fromotioncl rnfforts .
(b) the orpanizeticn 1 rentiron on a single nation or a multi=
nation LiELR;
(c) objectives and runctionsj

() organiz=ticng

(e) techmques nsed in 4he operation of an investment promotion osntre.

4




I.  The Fre-rccuisite corditione for an effective and efficient National
Promot:ional Effort

1. Ae a iiret Pres=reawnite, a country in question should have a national
policy of vwelcoming, {oreiem investrient sne 4 faveurakble invesiment o limate

esterlished throuph the sreation of an appreoriate lesn:1 framework,

8. It should have a well-defined inoucirial shvestment programme,
setting out the terrsg under which roreign investors can participate ip

the industriazlization proxramme of a narticular country,

9. It should have clear identificstion of the types of industries in

which foreigm investment is preferred,

10. It should alro huve clear identification of, ani data about, the
country's natursel resources and indusirial infristructure, including
the available labour force,

11, The above set of recuirements should be implemented before any
effective and efficient rromotional arfort ir launched,

II1, The Organization of centres on a single naticn or a multi-—pgtic'g basis

12, Ina bis majority of developins ceuntriee, investrent promotion centres

in existence have hcen for a €inple mation, dealing with all industries of
that nation, However, 11 is the opinion of a number of people that
national investrent promoticn centres are, relatively speaking, expensive

and are beyond the meune of 8raller countries,

13. Therefore, it has been Buggested that investnent vromotion centres
should be azet up for a group of nations, Such a question has besn raised

in Africa, and a scheme hag bren prapared by the UN Economic Commission
for Africa.

14, The issue is whether it is feasible from a practical point of view
t0 have an investment promotion centre serving more than one nation,




- [

1I1I. Obiesctives and Functions

15, It 1c neediers 10 4dd Lrnat as natienal (oals anl policies very from
country to country, 80 would the objiectives ..nd tunctions of nctional
inve: trent promotion centres. pven then each couniry contemplating
the orpaniz.tion oL &n nrvertment promollon contre has 1o [ace o nunber

of guesticns,

16 4 fundamental ruention ari.zee:s an to tlie scope of a Centrets activitieg,
Should an investment promotinn centre ergage in all activities {rom
ijdentification ot inventmen¥ opportunities to the implementan.on stape?
Such a wide scope would includes (i) taentiricaticn of investment
opportuni ties; (1i) prevaraticn of tecnnical nd economic teasibility
ctudies; (ii1) preparation of vankable project reporis; (iv) veale" of

thege reports to troepaciive investoro.

17. Or should an investment Tromotion cenire's activiiies be confined to
promotion oniye. That means coentining itself to "selliny" bankable projecis

reroris to rrounective invectorss.

1. However, a nurber of functions are implicit in the very nature of

an investment promotion centre,

Specirically they can br gummarized asi
(1) Creation of a referen:e library anc collateral services relating
40 foreign investment, includings
(a) current data or. troduction, trede, murkets, lobour, Tecourses,
utilities evc.
(b) economic, finuncial, soc1al colicies of the sovernment.
(c) data on Jomestic ingusirial ard benking facilities and
institutions,
(a) lawe and regulatione bearing on torelzn investiuent.
(e) iniowmstion ov: fixme operating in the countrye

(2) Surveys of current possibilities for foreign investment and

brief core studies on feasibiiity of particuler incustriese




(3) Advice to domestic Lueinessmen on attracting forcign capital
and the technigues for doing so, throughs
(a) assistance in rreparing prospectuses of their plans
(b) contacting potential foreign investors on their behalf

(4) assistance to potential foreign invagtors by:
(8) informing them atout policies, programmes and current views
perteinin; to foreign investment
(v) arrénging contacts for them witk bueimess snd sovernment
(c¢) acting on their behulf with government agencies
() clarifying and mediating differences in the investor's and
government's approuch to a particular project

(e) helping them obtain necessary permits and licences

(5) Exiensive publicity abroad rewerding investment opportunities and

feneral political and economic conditions in the country,

(6) Appruvaches to particular business groups and buginessmen abroad,
with a view to ietting them to 1nvest in the country

(7) Creation of a climate conducive 4o foreism invertiment bys
(8) ¢nlling the Government's avtention o obstac.es, hinderang
a flow of investiment funds

(b) sugpesting ways of eimplifying procedures

(8) Msintenance or cloge contact with government officials concerned
with foreign invevtment,

19. This list of functions is by no means exhaustive but rathe: reprements

the generully accepted scope of zctivities for a national investment promotion
ocentre,

IV. Orﬂggila‘tion

20, In devisin~ a suitsble orgenizalion for an investment promotion centre
for a particular developing country, a nurber of orgnnizational isgues arise,
These relite to (1) the ral.tionship between an inveatment prome¢ion centre
and a nationel ~overnment; (i) the compotiticn of policy-makin b&dies’

(3) the personnel of the Centre; and (4) rescurces,




(1) The Relationsiid betweer lnvestunt rromotion Centre and National Govermient

P
21, It i3 neeuless 10 aud ihot k2 eysci relationshi~ would vary from country
1o country, devending om the .olitical phalosuphy und national objectives of

the: LountTy in uestlone

02, Howsver, fov ine murroser of this discussion, four types of relationships

can be envisnped. Thoy ore Awuscuesed belows

(i) Departnent of o Nat 1oral Governaent

23, An inveutment promotivn centre can be juct a department of a government

like any other devartmenpi.

24. Some poople see & nunver of advantages in this form of organization.
They are: (i) ready accessitility to the pols cy=raking bodics of governnent,
like (abinet of Ministers, 2%¢j (i¢) rendeiing auvice 0 the govurrment
quickly and directly, and (1i1) thn statenents issued by such an investment
promotion centre con be taken as avtaentic declarations of governmental

decisions,

25, Other people see a number of dissdvaniares., They arc: (i) that an
investment promotion centre muy suffer from povernrcnt burcaucracy ard red
tapes (1i) foreign 1nvestors ray re rather wery in dealing vitt @ rroverrment
department; (iii) the officinlz <f an invesinent promotion centre ray te
rether chary ot hiviwng tree dincuLsong au their statements may te urinted
as o commitmert of goveimment no foreigm investors, and (1v) the orficials
may also not like to wake ony commitmenis without pricr approval and

slearance with higher lavels.

(31) Autonomon: Governrental Body

26, An investment promotion cemire can be an autonomou: body, free from

interference by rovernments in 1te duy=10-iy operationd.

27. Some people are niTaid that such a nentre may ve handicapped becruse
i1 has to work vitiin the general limite set by the Government, “nd its
efficiency would depend ore the oxtent of limite of its directions set

by the Government. Perhepe thie would be & good tovn of orguniz.ation

for a cenire if it were given uice dizcretionary POwWers in 1ts conduct.




(114} lemi-Autonomous :ody

28« Ar 1nvertment vomaticn ~entre cun be a semieautonomour body, This
form of orgurie. ticn 1n a hrorid between a povermment deperiment and an
autonorous (o.r:,  uf courie, 11 woula 1lrto work within tee franework of

policaes st Ly naticnad rFoversmenis,

<9« The advantag:s of 1: .5 form ol orsanization over others could be

trat (i) 1ts officizle cevid Yold discussions and dislosue with toreigm
inve.1oTs withou® b ving 1o el .wivance o pprovel ane clearsnce trom n.tional
governnentsa; and (2] a 1orveim invesvor mey o1lsc find the atmosphere within

the centre tc be more conpenial than that of a government dep:rtnent,

J0. The effectiveness of cuch an investnent promotion centre 15 directly
relatec tc the degre. of contidence placed in it by @ national covernment,
Ite officiale should meintain 2 close liaizon with goveramerts and Kkeep

well informer on 1te thinkir,  .nd a0liny,

(iv) Nop=Governental Fody

31.  An investnent promciion cenira ean also be & completely nonegovernmental
body, For inctance, it can be set by c.ambers of commerce and other

immstitutions in the praviate sector of voeountry.
32 In guch a cane, i1 would enly beecome ar institution ancillary to tre
exicting ipctitutions 1n the private fector, It would leck the degree of

autrority implicit 1n otier {omms of or¢Enization,

(2)  'The omporition of Molioyemanin _ body

33¢ The cemnciition of Folicy=malir, bedy of an investrent oromotion
centre playes an amportunt oart ua Imeziring confidence on the part of
foreym investurs, ard in acquiring weight in influencing the volicies

and actione of a rutiun:l Joveranent .

Jde A policy=makin:s bodyv onule e compored sron a wide variety of
#LONOMiC nlerosne, It w.valid hove repretentatives froms (1) different

3ecmente o andustries; (13) exuctipnge Yorzign venturee; (1ii) tinencial

irctitutionss and (iv) hisistevel povoramert of{iciels,




(3) The Persornel of & Centre

15, In selecting personnel to man an investment promotion centre, it
ghould clwsys be borne in mind that the centre is a business organisation
whnse business is to "sell" 1o foreign investors the investment climate

and other attroctions in the country sponsoring ite

36, Thus, the chief executive of an invesirent promotion centre
should heve business experience or industrial background. Preferably
he should come from the private gector of a country's economy, OTr at
lesst, have had a close association with it during his oareer.

37. Academic economists usually are not ideal candidates for this
position since they are not normally as business~minded &8 oareer
business executives,

38, Similar considerations should be borne in mind in selecting other
personnel.

(4) Resouroes

25, An investment promotion oentre is mainly a service organisation
and, as such, has to offer most of iis services free ol charge.

40, 1ts reaources are meinly derived from grants from national
governments or from private institutions. In some cases, foreign aid
programmes of capital-exporting countries could be used to finance &
part of the expenses of an investment promotion centre, especially

in the initial stages. ‘This would apply especially to the foreiga
exchange cost,

V. The Offjce Abroed

4l. Important considerations in creating and running an office of an
investment promotion centre located abroad are: (i) the choioe of suit-
able location abroed; and (ii) the relationehip between Home Office
and Foreign Office.
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(1) ihe Lonioe o nuitable locidticn womoud

4ee  Enoamporient questivi v oo worcudered an che opening of foreigm
officer ir tleir lesutisne  fusu offires sheold Le, of course, locatled
in carita’ ayperiiac countriol vaaon Lo Loaranized or o arivatee

eptoririne Docae G contrnlly L lihned Laniu, cowever, Lur choive of

a certieular city 1o doeato o ocevirets oiffice sholls Lo carefully

welgshed, dencrally spesing, soann Sffices ceaula Le zvantaraounly
located in finreirl and imiusirial centre, rother than in nztional

eunitals,

(1)  Jhe Relrticnshiu between Howe 011ice ard Foreisn O'fice

41, It is amportant for o investrent Drémotiar centre o have
continucne twoewny communicniion vetween it {ome Office sand 1ts
Fayeimm Office or branch.

A4e  Thit 2endd e carried oudl in s variedy of wi 8. It could be

“

done by caily call rejorue crvane Inforration or Jiscusegion with
potential investert alrasdy wle oy noout to be held, It may be
advigatle 1o hove rorthly rouorts to the Home Criiee op seo onic .

concitions 1n bk cncatalesveoptiy - ety n owhteh it iz leocated,

i

VI. lromofronci Techmicuer woed b an_Invesboent Promoticn Centre

45« The two Yuie Ivacticis of AL Levestaelty oremoticn cenlie are

firetly 1~ suroly inor e 1o crospective PhVenTore, and secondly,

to induce tham Lo daves. wal in ire SLVELODLNT ToUntPY GONCOTRC Lo For

the turroses of nanl-cic nore the fevpep may ue catied aog antoermation
functicy ant tie orner an onerational funetion, O course, tiere ig

a 1ol of cverilairing Letueen the 1wa ind In practics 44 ni not be rossible 4y

differentinte cleoriv betwren ol two.

46. A marber of ""35"'“';1.:&“,; Lave Teen (EQVCIOI)(:‘C& b::' rnvestaent momotion

centres to earry out iheee functions, They are briefly described heres
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1. Technicues used in the performance of Information Function

A7. These techniques can be devscribed as: (i) iesuance of brochuress
(11) identitication of invectrent oprorturitiec tor toreign invesiorsj
(411) vublication of newsletters; (iv) newspurer advertisemenis and

hiring of public relaticns consultiants,
(1) Broohures

48. One of the techniques is to bring out a seriee of brochures giving
authentic information on subjects whiclL are of particular interest to
foreign investors. Such brochures can deal with information regarding

the investment promotion centre itself, giving its objectives and funotions,
names of its officers, telephone numbe 8, adiress of the offices, procedures
to be followed, etce A folder giving in a nutshell the basic facte and
firures of the domestic economy wnich would be of particular interest to

a foreign investor would be most welcome, I+ is desirable to publish

in the form of brochures, inform:tion regarding general facilities given

to foreign investors with respect to protection of his oapital, repatriation
of profits, laws concerning the incorporation of companies, the relevant

tax formalities, details of taxation rates, eicCe

(41) Identification of Investment Opportunitiee for Fore s Investors

49, To be efficient in its work, it is also necessary that the investment
promotion centre indicates in advance (wathout waiting for any partiocular
foreign investor to appear on the scene) specific investment areas available
to foreign investors.

50, Bringing out "fact sheets” highlighting investment opportunities
available to a foreign investor in specific industrial fields is also
sometimes very conducive to generating interest ir some foreign investors
who have specialized in those flelds. Such "Tact sheets” should briefly
describe the ourrent demand for the products in that particular field of
industry, the expeoted development of demand in the country in that field
in the near future, targets, if any, fixed for the same by the government
or any statutory authority concerned with the development of capacity in
that particular industrial field, value of ourrent imports of such products

into the domestic economy and the specific scope available in suoh fields




for foreign know=now and capital, After a pariicular foreirn investop

has shown his erioue Irtercst arter sWudying such fact vheets, 1ae
investment pronction cerire wun ~lec assich him in drawing up deiziled
project revoris, Close conanitations betyoen an Lnvesatant rromotion
centre and thne rorelgn .nvestuT cuncerred exret 2npential wo that +4he

rreject revert iz tarior-nwle to tie recds of Yhe fireiim investor,

(1ii) ublicatioe of Vewsletteors

51 Printing perionical newinletters, presenting raciual intormation

on the current develawent, *n tie comeztic econu: 1a & ve.r usaiul
activity, Suel newsletters Hely prospective antreprenelra Ry

roviding tier with up=to—date irtomaticn, 14 wWill alse wvocome

Eimpler and socedjier 4o exnlain rocont overrnent nlicies and rocedures
relative to inguei:inl LIvedoTment g eperal and forviom investiqent in
particul.r, buch newsledtery groule TL80 Dave a jeature PFrosentin cane
Ltucies of joint venturer wiiane are alrecay Luczesstuliy oneraling 1r the
Ceuntry to that they nero: aa MOV re ety f MAracting pore rovaigm
1nvetirent, ACH 0L veature storio: 2elp new and snlentin: fovein
investore 1g le N CY L eXaerepen At RIEEIRT Joream inventors who

hove actually veg Py and run ertn in tne devele tus, country,

22, It 18 vital that a CorITLentlve molling list ve thalt uy ¥or such
nedrictiers Lo that tae efiort vz Jove into ite bligining i not watted,
Wh1le LEidin s uch rew le. T8y 1Y e ukeful %0 asldpeye thesy an far as
peszivie, Ly nine ty tle “reeNtIVE concernel with ropeiy, nvestment in the

forei w 2Tracration,

(iv) Newr sapar cdverticererig ul ipyra O AW lic welat.  op wonsultants

e AR invest, ent PROCOLLOR certre plie, Lam tae necw Sery inenc.ial mears
Ban £le0 COMPET  Lyertinerents STOMLBT ANetL el e o MUbile relatiops
corzultants, Buv eucn voerioe g e falher v iionsiva, It vr innoront Jor

40 1rveztment romotior SRR TE LY ave oo “ontanty eigh ircertart newe Nane ry
and urovesgion.] eriedicole FO it ey pup A heted 4. Branging out




articles of topical interest to foreign investors. Publishing special
supplements, especially ir important foreign financial papers, is alee

very useful,

‘ 2,  Technigques used in performing Operational Functions

4. The vechnicues used for carrying out tnis function can be (1) locating
g prospective foreign investorj (i1) eponsoring of Ad-Hoc meetinges (1i1)
establishment of Advisory Committees abroad to help foreign branchesj and

(iv) sponsoring tours of foreigners to home country.

(1) Leceting & prospective foreism investor

55, The task of matching a project proposal witi the intersst of the
right kind of foreign investor is one of the most important funotions
of an investment promotion centre. It ie also a great test of its

efficiency because a great deal of time and effort could be wasted in

~ruitless correspondence and search.

56. Since conditions vary from country to country, and the requirements
of individual projects are citferent in each case, no predetermined rules
are useful, but in all cacee the approuch would involve tw: basio stepss
1., The identification of corporntions engaged in the industry
in questiong
2, the isolation, from amony the larger group, of & small number
of corporations who would be interested and willing to provide
the assistance required,

57. We can only refer to the sources from wi.ioh the information on the
above points cen be cbtained, They are: (i) reference directoriesj

(11) manufeoturers’ end trade associstionsj (111) banksj (iv) government
acencies of capital exporting countries; (v) consultantsj and (vi) advertis~
ments.

’41) Sponsoring of Ad-Hoc Keeti

T

€.  Holding of briefing sessions for tusinessmen in capital upc'rtinc
cruntriee 48 al60 a good method of publicity. Such sessions where




foreipn inve.tors can meet end discuss their proclems with oiticiale

of the inve .iment oronoti.n centre help to yresert a clear picture to
foreign investors. Oriarizatiorn of such discussions 1in capital
exportinz counirvies las a  Te .t .ovantaye that foreim urivete investors
can discuss the’r problems 1in their cwn country with reznonr.ble and
well=informea officials of the inveri-ent ;romoticn centre, Such
discuseione car gererally cover a very wide area including the aorket

for varicus products, texation policy of the fovarnment, ccope for
tooviger orivate sector irvestoent, extent and neture o1 price controls,
if any, nationul yoverrment's appro.ch +o foreign collaboration agree=—
ments, various cites uviriable tor industriael developrent, local stafting
and managerisl problems, it any, procenural torralities for settainyg up
jndustirisal enterprites in the country, ete¢. These niscuesions facilitate

& vndarstanding of conditions in a developing country bty foreigm investors.

(114" Fat.blishmert of idvieory Cormitteas abroal to halp foreim Lranches

59, bome investmen! rromotion cenires have reeortea to the appointment

af local advisory commiitees in important 1industrial centrec of the capital
exportins country in whnich they are located to turther thelr auima, For

these committees, ~roups of prominert LusineSsmen, bunkers, 1nvesiment houses,
economists and indu.tri:lists in ceverz! key indusirial concentrations are
fnvitea to 18sigt the investment promoticn centre in a Turely honorary capacity,
by providing viluabie yuidance and wivice lowercs a Let Ler implementaiion of
the investnent promotion centre'c otjectives. isncee commiitiees mect
periodically to hear visiting difmitarier irom the home country, and in turn
to offer suggestiont of their own. They function as « source of irformed
opinion to foreigm businessmen or invectrent climete 1n the developing
country concerned, thus serving as & link tetween an investnent promotion
centre and potentiul foreigm investores The viilue of their acvice lics

in the free expression of theilr views on the rolicies and procecures
obtaining in the devrloviny country concerned, rrecuently they build

up favourable opinton in the capitil exporyting country tor the aeveloping

country more erfectively tian ite inveciment prowotion centre.

o BN



(1v)  Sponsoring Tours of Foreigners to the Home Count

60, Another ugeful device i8 to 8ponsor visite to the developing
oountry of delegations of bueinessmen, industri. lists, bankers, etc,
from abroad. The Principal objective of guch & prograrme is to enable
foreign investors to make an on-the-spot study of investment climate

in the country, Personal contacts wiih local business interests will
al80 become possible through such visits fou #stabliching joint ventures,
The programme can also aim at brincins members of such delegations
into close contact with the appropriate government officials so that
they can have better and clearer understanding of government policies
and procedures regarding toreign investment, In svonsoring such
business delegations, it is egsential to ensure that members selected
are fully representative of all industrial intereats in the country
from which they are drawn, It is useful to &£ive representation to

Chambers of Commerce anc financial inst itutions and sometimes cven

to the government officials from capital exporting countries dealing
with aid polioies.




. /7
— \ \ - ‘~ ) . ,
v, . o
o
) . . ) -
N * - .
,\
© N






