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PROMOTION, AT THE PROJECT LEVEL, OF THE
TRANSFER OF CAPITAL AND TECHNOLOGY
FROM THE INDUSTRIALIZED TO THE
DEVELOP_NG COUNTRIES

INTROTUCTION

1, When considering the rroblem of promoting the transfer of rapital and
technology from the industirialized to the developing countries, twe important
factors must be taken into account:

(a) Such promotion is generally undertaken, both from the theoretical

and the practical point of view, at the global level rather than
the project levels

(v) The absence of anyone to promote the transfer of capital and
technology beiween the iwo worlds, developed and developing, is
often fcrgotien or rverlooked.

2+ A number of developing countries have industrial prcjects that are viable
ecoromically, financially and technologicallys However, they lack the means
of interesting foreign sources of investment or financing so that they can be

transformed into enterprises.

3¢ This type of promotion, at the Eroject level, of the transfer of capital
and lechnology fror the industrialized to developing countries will be dealt
with in this document, which will contain:
(a) An atltempl to arrive at a definition or theory of promotion al the
project levelj
(v) A summary of the main problems of undertaking such promctions

(¢) Proposals fcr a practical procedure for action by UNIDO, under its
programme for the promotion of industrial investments in the deve-
loping countries,
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1, DEFINITION AND PURPOSE

4, Promotion, at the project level, of the transfer of capital and technology
from the industrialized to the developing co ntries ic an operationa! aclivity
entailing the plarning, organization and exec tion of this transfer in cornexion
with specific industrial projects, previcusly selected in these counniries and
on the basis of various criteria, from among yrojects already drawn up and whose
ecoromic, firascial and technical viatility tas already been tested bty means of

least a preliminary feasibility study.

5. Promotion takes “hree forws, in accordance with tle policy cf ‘he benefiw

ciary country with regurd 1o the import of capilal and technology. These arel

(a) Promotion by means of credit, regurdless of what form i1 tokes,
whether lorg—tern loung or other financing facilities, such
credit for expori,  This form thus conslsiq in the promctiar
external finusncing of naricral indust
private cr piblics 1% is particalar
policy reguriim: “ue impor? of cavit
favours ‘he nolional indestrial erte:
public,

jor]
i

o]
%

E
Su tahle for COJP‘P18° whone
ard knowehow from atroad

, N

(b) The second rumm of promotior is to mel un oA
prisge, out of a combinaticn of domesiic and
procedure 1s of.en preferied b rico
import of know-how, whelher techniconl, adminis
are greater thon their financing neeife

1 e
fereim capitale  Thic
coe needs reparding the
{

Lrative or commers ialy

(¢) The third fom ccus’sts in the prorotion of the foreigr enterjrise.

The last twovforms of promotion aar only be ~ongidered in countries whevce
the irvesiment policy and climute are faveurahle to psrticipation by fureign
capital ir the courtry's indus trial developments  The only practical -1il orence
belween them is in the size ard nature of the foreipn contribaticn, {(m the
other hand, the first form of promotion of eyterral financing car serve lcth
categories of country, In this case the choice between the three forms of
promoilion may vary dojeriing on the wishes off the beneficilary counbtry oy enlree
preneur and yossit iy wlpo on the preference of the wxternal scurce of invegi=

mert or financinge.
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6, Whichever form it takes, promotion at the project level consisis in:

(a) Assembling ard compiling the information generally necessary to
the investor or financier so that they can form a first opinion
and express a ten*ative interest in the projects proposed for
investment cr financing;

(v) Finding s
them with
projectes

uitable sourses of investment or financing, presenting
¢ projecis selected and interesting them ir the

(c) Helping tc initiate contacts between the two parties concerned,
{0 promote them ani 80 that they can lead %o a ugeful encounter
between the parties based on balanced reciprocity of inteyrecis.

Te This tentalive definition of promotion at the project level represents
no more than an attempl 10 facilitate discussion between the promcters of
industrial projects in the developing countries and the representatives of
gonrces of investment or financing who are present at this meeting. Such a
discussion should be of considerable help in clarifying and improving the

definitione
11, THE MAIN PROBLEMS ARISING

8, Promotion, at the project levely of the transfer of capital between
1 prod ’ P
industrialized ard developing countries raises a number of problems whose

v this meetinge IO facilitate consideration

W

solution will be greatly helped b
~f these problems, they will be subedivided in this dccument according to the
main factors entailel in the promotion, namely: the project, the investor or

financier and the promoters
A, CHOICE OF PROJECTS

9, Since our conception of promotion of the iransfer of capital and know—
how from industrialized to developing countries centres primarily on the
project, one of the first questions to be raised by its technical application
will be whether promction should necessarily be selective and whether, as a
resull, consideration should only be given o industrial projectc with the

prerequisites generally to te expected lrom the point of view of the inveztor
or the financier and of the beneficiary countrye what should be the criteria
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tor selection and what scale of priorities should there be for these criteria?
¥ill it be assumed, for example, that the seleciion entails two kinds of
¢ --giderations = considerations regarding the priorities set by the beneficiary
country in the light of its economic and social needs and considerations

regarding the viability and profitability of the project?

10, Shculd promotion bte confined exclusively to industrial projects already
identified, whose viability has been ascertained by means of at least a
preliminary feasibility study, or can it include the identification of projects
and feasibility studies for them? Some experts consider that, in the case
of several developing countries, the faciliti.s are often lacking for ihe
identificatior. of indusirial projects and for siudies of their economic,
financial and technical feasibility; they therefore feel that these two
phases of industirial investment shculd be covered by the promotion programmes.
Others, while attaching the same importance to identificaticn and to the
studies regarding the feasibility and profitability of industrial projects

in ithe developing couniries, think that these should be undertaken separately
and that* the promction of external investment or financing should be limited

. , . e . 1
to projects already identified and zccepted as viables=

11, Since promotion of the transfer of capital and know—~how at the project
level is complementary to international and bilateral action in this field,
it can be assumed that it must be limited tc precjects on which no such action

is being taken,

12, A question that arises is whether projects to be promoted should be
public, semi~public or private, or whether promotion should cover the three

categories of projent,

13, Some limitations may also be imposed regarding the scale of the projects
to be promoted. It has been noted that large-scale projects are generally

given sufficient pubtlicity and that the investor or financier who may be

;/ Industrial project identification and feasibility studies are dealt with
in a separate programme of UNIDO assistance to developing countries,
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interested in such projects oftien himself takes the initiative of cxpressing
interest directly to the party concerned. In such cases, therefore, promotion
should be confined to melium—scale projects and, when appropriate, tc small=
coanle projects likely fo interest the foreign investur or firancier, It now
remains to decide what ir meant by a mediumescale project and a amzl lescale

13

ikely to interest a potential partner and to arrive at sufficiently

progject :
clear criteris for making a distinction tetween the tWC Suggesticns from

participanis will be particularly welcome on this point.

14, Lastly, in so far as UNIDO is concerned, it must be clearly understcod that
since the orgenizationts activities extend only to tne manufacturirg indusiry,

anly projects tfor that sector should be dealt with under its prome! ior progranme .

15, Generally speaking, the cuccess of promotion will largely depeni njon the
choice nf projeciu to be rromoted, It is generally acknowledged Lhat a good
project will always find a buyer in the form of an associat- ~r a financieTe
The definition of a good project may vary accoeding ‘o the viewpoint from which
the project is corcidered, by whom and ‘he reascn for which .t ig vnderiakena
1t may differ chiefly for the investor and the {irancier. It is generally
arcepted that « financier is nlways anxious 10 accertain the Ceasibilily af a
yroject before jeridirg to finunce it but that the eventual failure of the
enterprise has fewer implicaticns for him then For o partner ir. the investinent,
cince the finuncier gencrally covers his risks by sufficient guarantees hefore

undertaking to finance the project,

164 There is, however, gencral agreement that any project should fu1fil certain
conditions if its promotion is to be at 211 successfule The conditions most
important to the foreign investor or financier are the gecurity ol the investment
or financing and the cconomicy financial and iechnical feapibility of the

projiects
Be FINDING A WOREICN INVESTOR OR FINANCIER

17. The second phase in the operation of promoting An industrial project is
the “sale" of the project to an investment partner or financier.,  How can
suitable sources of investment or financing be found and how can Lhose most
“ikely to be interested in the project be selected from amony those sources?
Lusily, how can the project hest be precented? Suggestions from rarticipants

will no doubt provide the answers to these questionsa
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18, Since the object of the promotion may vary as much according to the
policy of the beneficiary country as to the needs of the projent - financing
or partial or total participation in the investment — should =~ 1:stinction be
made between the two types of sources: sources of financing and sources of
investment? Furthermore, is the distinction systematic? Do rot the activi-

ties of certain institutions sometimes cover both {inancing and iavestment?

19. Should sources of financing or investment alsc be sought among inter-
national or regional insiitutions, or should the search be confined to dere~
lopment banks and other financing agencies specialicing in long—term credit,
to investment companies and to producers who export industrial capital egulp-
ment with facilities for leng-term financing in the form of crediis {or export
04 1n any other form?l/ Lastly, should investments be sought frow all possible
sources, whether public, private or mixed, or should a selection be nude and

'
if so, on the basis of what criteria?

20. It would not be appropriate to provide even an incomplete list of the
sources in this document; however a discussion of the respective roles of
some such sources, in promotion at the project level, is extreimely importanti
for the development of such promotion, which largely depends on their interest
and, congequently, on their contribution to the external financing of indus-—

trial project: considered feasible economically, financially and technically.

2le The provision of financial ascistance by United Nation: orzunizations
whose activities extend Lo the financing of incdustrial pro.ccis in developing
countries is generally decided upon and put into execution 4t the project
level, Consequenily, UNIDO's assistance in the promotion of ;roject financing
ghould bhe focused on ~ther sources, particularly thoue which have remained
outside the established "circuit" for the procurement of industirial financing

and investment for developing countries.,

é/ Financing under a vilateral agreement between two States is not considered
promotion for the purpose of this document.
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22, It ie in this spirit that UNIDO should develop its programme for the pro-
motion of the external financing of industrial projects in such countries in
close collaboration with the other United Nations organizations, particularly
the United Nations Development Programme, to which its activities should be
complementary. UNDP's financial assictance has been particularly great in the
field of pre—investmnent. UNIDO considers that its promotion programme will
supplement UNDP's activities by promoting industrial projects for which the

feasibility studies have been financed by UNDP.

23, Fruitful collaboration between the World Bank and UNIDO con likewise be
developed by the submission to the Bank of industrial projects identified and
studied by UNIDO.

24, The large development banks have, of course, their own promotion servicex
and are fully equipped t0 identify, select and study specific industrial pro-
jects in developing countries with a view to financing them, Nevertheless,
close collaboration between thase banks and UNIDO could widen the possibilities
of promoting the financing of specific industrial projects in developing coun-
tries. Any concrete propocals which the representatives of such banks who are
participating in thic meeting may make regarding the organization and develop-
ment of such collaboration will be particularly appreciateds propouals for the
real ization of such collaboration will be put before these representatives

later in this document.

25, There may be those who consider that UNIDO's activities should be aimed
primarily at supplementing those of medium-scale institutions for long-term
financing, which are generally less well-equipped for the identificalion 0i
industrial projects in developing countries and whose interests and financing
possibilities lie predominantly in the fieid of medium—scale industrial pro-
jectse. This also applies, no doubt, to the producers and exporters of indus—
trial equipment, whoce facilities for ideniifying and selecting inductrial
projects in developing countries are relatively limited. The discussions

which will take place among the participants in the present meeting will prib=-

ably make it possible to provide answers to all these questions.




(D/WG.22/20
Page 10

26. Because of their relationship with the varions branches of industry and
finance, the banks - even the commercial banks - probably canrot contribute
actively, independently of their owr direct interest in financing or invest—
ment, both to the location of possible invesiors or financiers and to the pre-
paration and ectablishment of contacts with such percons, Although the nature
of the financial resources of commercial banks in industrialized countries
limites their activities in lhe financing of indw'trial investment in developing
countries, and limits still further their participation in cuch projects, how—
ever, such banks nevertheles: remain an important element in the industrial
investment promotion cireuit, particularly as this circuil gives rice to many
operations which are of direct interest to thece banks. The contribution of
bank representatives to the dizevseions which will be taking place on the role
of banks in this field, the extent and limitation: of thic role, and the pro-
cedure to be followed in order to bring the banks into action will be parti-
cularly appreciated, It may be worth remerking, in uhis connexion, that the
confiidential nuluve of all promotion operations and the need for safeguarding

such confidentiality, at any rate in the first stages of development of the

.

promoclion work, give

field.

6]

still greater value to the role of the banks in this

C. THE PROMOTER

27+ What is the role of the promoter of an industrial project, and by whon

Call sucii promoiion be carried out most effectively?

28, Doe: the role of the promoter of an industrial project resemvlie, for
example, thal of comeone placing a commercial product on the market? Is he

the person who draws up ‘he industrial project, or is he the person who

looates a pouzible "buyer" (in the sense of investor, partner or financier)

for the project and, having contacted such a "buyer", putc the project to him,
sounds oul his interest in 1t, and stimulates this interest to the point where
it may lead the "buyer" himself to*express interest in such a way that contacts

can be established and negotiations then undertaken between the two interested

parties.
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29, This work of promotion can be oarried on by the local entrepreneur him-
self, if he exists, by a specialized national agency, (such as a promotion

centre or an industrial bank), or sometimes by a national or overseas inter—
mediary or an international agencys. What, then, are the respective roles of

national and international agencies in this field?

30. In order to make up for the possible absence of a local promoter, to
assist developing countries in their efforts to promote imports of capital
and technology from industrialized countries, and also to supplement inter-
national and bilateral action in this field, UNIDO has conceived and worked
out, on a provisional basis, a comprehensive programme for the promotion of
industrial investments in developing countries whioh provides for institu-
tional action, the training of national personnel, an advisory service on the
policies to be followed in this field, and operational assistance at the pro-
ject level. This programme is described in a separate note submitted for dis-
cussion at this meeting. Only the operational part of the programme is set
out in the pres?nt document, which outlines a practical procedure for the im-

plementation by UNIDO of the conoept of promotion at the project stage.
II%, SUGGESTED PROCEDURE FOR A PROGRAMME OF ACTION BY UNIDO

31, It is proposed that the procedure to be followed by UNIDO in the promotion
at the project level of transfers of capital and technology from industrialized

countries to developing countries should consist of two phases:

(a) A first phase of exploration and preparation;
(b) A seoond phase which would be initiated only in cases where the
first phase had already ziven positive oonclusions: this seoond
phase would in effect consist in ngelling” the projects
32, It is proposed that both phases of this promotion work should be entrusted
to offioials of UNIDO, so as to safeguard its confidential nature. This policy
would also make it possible to respond rapidly %o requests for assistance sub-

mitted to UNIDO, as it would enable the procedure of recruiting experts to be

avoided,
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that is to Say, projects which have already been properly drawn up and whose
viability has been established by, at the very least, a preliminary study,

34. The work to be oarried out in this first phase also involves the selection,
in agreement with the authorities of the requesting country, of the available
projeots which are to be the subject of promotion, and the establishment of

their order of priority,

35 At the same time, certain points must be clarified during this phase,
especially regarding the following questions:

(a) Is the object of the promotion activities to obtain outside
financing, and if 80y in what form, or is the Object to find

(b) What is the requesting country's preference regarding the possible
Source of financing or investment: that is to say, the nationality
of the Source, its nature (bank, investment company, equipment
Supplier, etc,) 1ts legal status (private or public body), etc,?
There are sometimes Special considerations which may influence op
restrict the requesting country's choice in this matter.

36. The preparatory work in this fipst phase follows up the exploratory work

and supplements it if the results have been positive, The object of the pre—

paratory work is to ensure that the selected projects are presented in an ade-
quate way which is in keeping with the normal requirements of investors or

financiers,

37. It is proposed that this presentation should take the form of two files:

(a) A general file on the requesting country, and
(b) An individual file for each project.
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38. The general file will contain a review of political, economic, and other
relevant conditions in the requesting country and give a brief description of
the various subjects which normally interest a financier or investor and which
enable him to get a better idea of the country in which he is being invited to

finance a project or make investments.

39. The individual file for the project will include the basic information
necessary for its evaluation and for consideration of the possibility of

financing it or participating in it.l
| .

40. The work of promoting, or should we say "selling", the industrial project
to a financier or investor begins when these files, which constitute the work~

ing tools of the promoter, have been completed.
B.  "SELLING" THE PROJECT

41. This stage represents the culmination of the promotion process: what
methods, then, would be used to "sell" an industrial project in a developing

country to an investor or financier in an industrialized country?

42, The basic idea here is that UNIDO should establish contacts with banks

and other financial institutions, as well as with professional bodies, in
countries which may be in a position to export capital, and should work with

them to locate possible investors, financiers, or suppliers of equipment who

can offer credit terms, know-~how or other services., This co-operation may

2180 extend to the evaluation of the position and standing of the prospective
financier or investor before he is approached and sounded about his possible
interest in financing or investing in the industrial projects selected. At

the same time, these co-operating organizations may help UNIDO to make the
necessary contacts with sources of finance or investment and prepare the ground

for direct negotiations between the itwo interested parties.

_y Another working document dealing with the methods of preparing these
files, their presentation, contents, etc., is before the participants for
discussion.
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43, On ihe basis of the co-operation proposed above, the UNIDO official re-
gponsible for the promotion of specific industrial projects, who will be
equipped with the files aiready mentioned in paragraph 39, will make contact
with sources of investment or finance who are considered to be potentially
capable of becoming interested in the project in question, He will then sub-
mit the files to them and provide them with any additional information which

they may need in order to decide whether to express interest in principle.

44. Interest in an industrial project on the part of a financier, investor
or equipment supplier with credit facilities should manifest itself 1in the
form of concrete proposals for submission to the other party. Tae initiation
of a dialogue between the two parties will depend on these proposals and on
the reactions of the party to whom they are addressed, The promotion process
should be pursued in such a way as to stimulate this dialogue and keep it up
until it develops into concrete negotiations on the terms and conditions for

investing in or financing the project.

45. 1t is therefore proposed that the negotiations between the two parties
should be carefully prepared by the UNIDO official and that an ad hoc pro-
gramme should be prepared in advance in consultation with the interested

parties.

46. When the negotiations betweern the two parties are on the road to positive
results, UNIDO's assistance in the field of promotion will have achieved its
object. Additional assistance may be requested in other fields, however, ifl

it is needed for the concrete realization of the project, its organization or

its implementation,
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