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/

|
A
a
i

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




D0 12¢8

United Nations Industrial Development Organization

Distribution
LIMITED

ID/WG.22/22
18 September 1968

ORIGINAL: ENGLISH

Meeting on Industrial Investment Promotion Services
Vienna, Austria, 23 - 26 September 1968
Agenda Item 4 - Issue paper

THE ESTABLISHMENT OF A PORTFOLIO OF PROJECT REPORTS

ON INDUSTRIAL INVESTMENT CPPORTUNITIES IN DEVELOPING CCOUNTRIES y

1/ This document has been reproduced without formal editing.
id. 6843186




ID/WG.22/22

Page 2

Contentﬁ )g\ oc

I. Introduction

II. The pcesible need for such an approach

ITI. Issues

A
B.

t
4

D.

E.

adv .niages of setting up such a machinery
Vetinds of selecting and promoting project reports
Irfernation to be contained in a project report

S5emvites repiired to implement the approach under
discoselon an this paper

Institutional arrangements

Anney 4 -« A pi2liminary jist of the overseas offices established

oy the nationul investment promotion machinery of
selected developing countries

Annax B - Suggested outlines for the project prospectus

s

5 eswult [ It B




ID/WG.22/22
THE ESTABLISHMINT OF A PORTPULIO OF FROJ.CT KEFORTS Page 3
ON INDUSTRIAL INVESTMENT OPFORVUNITINS IN DEVELOPING |
COUNTRIES |

aseneral Considerations and Lssues raised

1. Introduction

1. The need for improved facilities and progrannes for the active and
systemetic promotion of industrial investment at thc project level is

widely recognized in the developinz and induetrialized countries alike.

2. Conscious of thic gap, & plan of action to help fill the gap has

been conceived. The proposal consists of th. development under inter—
national auspices of the appropriate machinery rejquired to promote a world-
wide portfolio of prcject reports on industrial investment opportunities

in developing couniries,

3« More specifically, the machinery would asaist developing countries in
the preparation of reports on economically wortrwnile and commercially
attractive projects; it would also help them locate comp:tent foreisn (and
domestic) entrepreneurs, technical know=~how and finance for the effective

implementation of the projects.

4. Cne advantage of developin~ such a service at a central point would be

that the experience gained in iocating appropriate sources of capital and

know-how in the industrialized countries could be accumulated and system-

atically recordud; as a result, this vital (and frequently costly; cloment

of the investment promotion function micht be achieved both more effentively
and more efficient]y.

5 However, & range of import:nt issues arise in considering how appropriate
machinery to perform this function might be organized; the purpose of this
paper is to raise theee itsues and elicit the views of participants at the
meeting,

6. The proposed portfoiic would consist of regularly up—dated project reports
on potential industrial investmert opportunities in developins countries,

T. The object of the portfolio would be to serve interested parties in

both the developinz and the indusirizlized cenires. For the developing
countries, the service zould offer related supporting services in addition

t0 the selcctive and confidertial approach to promctiug individual projects
described in the issue paper for Agenda item (Z) on which ite conception was
based. Por the industriciized ccuntiries, the portfolio could be classified by
the type of industry in which each irdustrial iavestmert opportunity falls;
those interested parties in the snozitrl o) .zed countries who wished to use the
Bervice wouid thereby have a ceniral cnarnel L.rough which thelr interest in

establishing specific types o: new incustry in aeveiopir., countries (or
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their interest in supplying finance) could be directed.

8. The question arises as to whether the establishment of such a
central portfolio of project reports would be a useful supplement
to existing channels for investment promotion. To consider this

question it may be useful to review the channels through which

industrial investment opportunities are promoted at present,

II. The possible need for such an apprcach

9. Many industrial investment opportunities nhave been in the past

(and will contirue to be) icentified by manufacturing firms in the
industrialized centres who have their own sources of information (a)
because thev already have their own manufacturing facilities in the
developir country concerned, or (o) because that country has long

been an export market for its products. Furthermore, opportunities

are increasingly being looked for and developed by manufacturers of
plants and machinery in the industrialized countries. These channels,
the initiative of entrepreneurs in the developing cowntries who develop
contacts on their own 1nitiative, and the existence of diplomatic, trade
and other forme of representation of both developing and industrialized
countries, all contribute to the identification of industrial investment
op:ortunities on which the present flow of private capital into industrial

projects 1n aeveloping countr.es 18 based.

10. The establishment oy a rapidly growing number of developing

countries of their own specialized home-based investment promotion
machinery recognizes that these channels are not sufficient by themselves.
Furthermore, the more recent trend to extend the national investment
promotion function by creating on-the-spot representation in kurope and
North America (Annex A lists 23 such offices of 15 developing countries)
surgests that on-the-spot representation can play an ecsential role in
developins a wider and more selectiva approach to the identification of
potential sources of technical know-~how and finance in the induatrialized

countries,

11, It is these on-the-gpot contacte with potential sources of technical

know-how &nd finance that 1¢ t' - essential element of promoting industrial

ik S
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investment at the prosect level. The portfolivo of project reports

approach is suggested for coneideration as a natural extension of
this function,

11, lssues

12, The issues that arise in this connexion can be grouped for the
purpose of this paper under the following headinvs:

(A) Advantagee of setting up such & machinery;

(B) Methods of selecting and prometing project reports;

(C) Information to be contained in s project report;

(D) Services required to implement the approach under
discussion in this paper;

(E) 1Institutional arrangements.

A. Advantages of setting up such a machinery

13+ Participants are therefore asked to consider whether the avail-
ability of such & central portfolio of project reports would (a) ve
of assictunce to developing countries, (b) be of use to potentially
interested parties in the industrialized couniries. Assuming the
Bervice can be developed on an efficient and effective basis, could
the service be an effective supplement to the national investment
promotion machinery (including overgeas representation in some cases)
organized by the developing countries themselves? if so, how many
developing countries are likely to use the service Froposed and how
many projects is eacn one likely to wish to promote in this way at any
one point 1in time?

B. Methcds cf selocting and premcting project repuris

14+ How should tne central pertfolic of project reports Le developed?
Should the service organizing the portfolio be prepared to consider any
project submitted by a developing country, or should it be more
selective? The issue paper for Agenda Item (2) considered possible
criteria for selecting projects; should these be used? Would it be
necessary (a) in the initial stages, and (b) later on when experience
Las been gained, to investigate on-the-spot all new projects prepared
by a acveloping country?
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15. The answers to these questions are related to the next issue —
what techniques could be used to promote the project reports obtained?
Should the confidential and selective approach to prometing individual
projects be adopted, or can this be supplemented by a direct-mail
advertising a.proach which circulates to the widest possible range of
interested paities ir the industrialized countries brief resumée of all
projects requivring active promotion? JTf so, how often should the world=-
wide 1list ¢f investment opportunities be circulated (monthly, bi-monthly,

quarterly?).

16. The direct-mail advertising approach has the advantage of potential
access to a wider audience but it alsc hLas disadvantages, the mosi

fundamental of which are its "hit-or-miss" element and lack of selectivity.

17. Its success would depend (a) on the extent to which developing
countries were prepared to use the service, (b) how cerefully the invest-
ment opportunities listed were described, (c) whether the list could be
so categoriged that parties in the industrialized countries quickly
identified projects in the list of potential interest to them, (d) on a
careful selection of recipients (mostly busy tusiness executives) for the

mailing list, (e) a quick and effective follow-up to any interest expressed.

18. The approach 1s probably best suited for the promotion of a wide range
of investment oprortunities which have veen i1dentified for inclusion in
the national development plan of a country but not studied in great detail.
pome of these lists merely identify gaps in th: industrial structure of
the country which the Government would like to see filled; others examine

the opportunities listed in more detail.

19. Farticipants at the meeting might consider:

(a) whether such an approach is worth developing in principle;

(b) how much and what type of information is required to
define an investment opportunity and attract the interest
of the reader?;

(c¢) what type of industrial classification would businessmen
in the industrialized countries find most easy t¢ uge -
(the UN standard Industrial Classification, or the Standard
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International Trade Classification (facilitatin: market
research) or som: other?),

(d) how frequently (every 1, 2 or 3 rnonths) the list should
be published;

(e) how a favourabls response shiould be followed up - (by
independent promoters or by leavin' tle interested
parties 1n the industri lized a:d developin- country to
£et tosether on their own initiative);

(f) what help can participants from industri-lized countries
£ive in drawlne up a mailline liut (in particular in
identifying the right person in each busincss firm or
organization apjronched);

(g) what help can developing countries provide from theirp

Own experience and the mailing lists they have developed,

€. Information to be contained in & project report

20. The success of both the rortfolio of project reports approach
and the direct-rail advertising of a list of investment opportunities

would depend on the quality of the proiect report or project prospectus.

21, The project prospectus should contain all the information essential
for the prospective source of technical know-how and finance io take

a decision in principle as %o whether the project warrants further

a more detalled i1nvestigation,

22, The typical reader of the project prospectus will be a busy
business or banking executive. The prospectus should therefore be
brief, clearly written and to the point. It must be accurate and
ccnsistent so that the reader :evelops confidence in the local promoters

of the project who will usually not be present at the time it is read.,

23. To provide information (a) for preliminary contacts or (b) for
listins of an investment opportunity for direct-mail circulation, Annex
B outlines a minimum list of points which should be covered by projects

8t an early stage of formulation; this includes answers to questions

about the type and size of technical know-how and finance requested from

foreign sources,

24, Annex B alsc outlines the list of points on which potential sources

of external finance would seek reassurance when considering projects at
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an auvanced stage of formulation and rrevaration., It 18 recornized

that thig list represents somcwiat of an 1deal anc that 1 informetion
obtained from develo; iny ~cuntries on s:=cii'ic vrojects will fall at

some stage tetween tne well-prepare. rrox-ct and that for which answers

te only the first an: minimum list of questicne can ve rrerared,
Participants are asxked (o oonsider wieether the two outlines s -ested
in Annex 2 can act ae us=ful mldes for the deveiopment of stuntard
outlinec for a project prospecius tu be usec when compilin-s the central
porifelio of project reyorts,.

D. wETVICUE reciilfuu Lo 1mplement e ar-roach under discussion
in tal. caper

25, 'he speed anc erfeciiveness of the porufulic of prcjecis a’jrcach

will cleariy cepenc on the ranse of supportin: services develop.i,
wnese mivsht include (n, the compil:tion of a cent il re-iuter of
potential sources of technical ¥now=how uni finance, (b} assi:iunce

in formulating projucts 1n cerialn cascs so that a more detalled project
publicaticno Ly developing couatries describins thelr 1nvestment climate
and 1nuuttrial infrastructure to those potential scurces of %tachnical
know-Low anc finance information in the incustrialized countries requesting
such information,

Central sveapler of influrmalion on sources of tecinical KNow-how
and fin:nce 1n i1ndustirialized countries

o~
)
Wt

26. Pinancral institutions in the industrialized couniries who are
wiiiing to cupply finence for inductrial projects in developing countries
are relctively waty to leentify. UNIDO is compilins such a resister and
it will ve kepr 1p o iate. TInformation on the fain ncin: of exports of
plant and macriiery using export credit insu-~unce anu o.her schemes
supjorted by the Jovernments of inlustrialized countries is also well
documented, altiousl not widely rn wn et by all potentially i1ntercsted
partles 1n the developin. countries,

2[« A resister of otentisl sources of technicil anowenow would hie
more diff.cult 1o cormprive 1t uculd nave to dlstinmiien betuzen o)

PRUIH

farme anteresived only in supplrine plant ana maenlnery, (o, f

[ Lad

intervgied 1n nartlici atin’ in projucis not on.y with finanze rut also %
E

Ly contrivuting technical «aow=how and perhaps mon rement i ln

& lld s
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28. Guch a register could dc much more than Just service the pro-
motion of portfolios of project revorts at the request of deve:oping
countries. The main isiucs are (a) how shouli ii be compiled: and

(b) wiio shouid have access to it?

29. A uniform classificat:ion of technical xnow-how would be nezded,
and it should be the same as that used to compile the lict of uworld-
wile investment opportunities for direct-mail circulation. ihe
choices are again to use (u) the United Nations standard Industrial
Classification of All Economic Activities, (b} the Standard Inter—
national Trade Classification (to facilitate market research) or

(c) some other form of classificaticn.

30. wWhat assistance can industrialized ccuntries be in compilin: such
a register. Could developins countries throush their investment
premotion agencies, industrial development banks etc. contribute to
the register by poolineg their knowladge of sources of technizal knowe
how used 1in confiructing plants already in operation? Could (a) the
industrialized countries, (b) the developed countries, nominate z body
or corresponient who could be given control authority to help compile

this central register?

31. The existence of a central register of technicz! know-how vcnlad
clearly be a substantial plus factor in encouragine developing countries
to utilize the "portfelio of project reports" arroach and other services
offered by a central investment promotion service. The compilers would
therefore have to aecide whether (&) national investment promotion
agencies, and (b) entreprencurs in develonins countrics would be given
free access to it. A separate enquiry service mirht need to be set up

to handle such requests.

(ii) Assistance in formulating rrojecis for promotion

32. 'The promotion of individual projects by independent investment
promoters will clearly be most effective if the developing countries
requestins this service have developed enough information about each

project which they wish to promote for a detiilea projuct prospectus to

be drawn up. As national investmeni promotion cenires and other machine:y
designed speci”ically to study and formulate projects are developed and

strengthened in developing countries, this condition should become easier

to comply with,
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33. Nevertheless, cases will arise where the additional function of

assisting in the formulation of projects is needed. Recognizing this

need, should staff with the required skills and funds to finance
feasibility studies (where necded) be developed on a wider and more
flexible scale than is available at nresent: OUhoula these services
be linked to the otiier services offered? If 80, how?

(1ii) Central service distributing official "investment climate"
information

34. Approaches by the independent investment promoters to potential
sources of technical know~how and finance are more effective if they

are supported by information about the investment climate and industrial
infrastructure available in the developing country promotinz the projects

being considered.

35. To what extent, therefore, shoulu the service make the availability
of such literature published by the authorities in each developing
country who wish to use the service as a precondition for offerins its
services? would there be any point in compilinz a central regiuster

of such information for all developing countries? Should such a service
be advertised in the industrialized countries? Should a charge to the
developing country be made for the organization and mailing costs of

such a service?

E. Institutional arrangements

16. This paper has suzsested that a poesible logical development of
the promotion of industrial investment at the project level in developing
countries 1s thlie compilation of a portfolio of pro ject reports and the

development of a ran-e of relited supporting services.

37. Participants at the meeting will become aware o1 t.e extent to
which the developing countries have si.own interest in the development

of thuse functions and the way UNIDC has res onded to thege requests,

A numver of developing countries, even at tnis very early stage, have
demonstr.ted tieir interest in the portfolio of preject reports approach

by preparing projects for consideration by participants from the

industrialized countries at the meeting.
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38, If the approach seems a sensible one, iie obvious next question
to raise i+ how s ouls the functions described abtove be organized and
financed in the tuture. shoula they be “rouped as a central service”
If 30, where? and how vhould the woigible rapid uevelonment of the

service be financec? In the later staces of the me-tin -, 1t iy hoped
that varticipants will be able to exnress Frelininary viesws on these

points,




- .
- - -
.
v " *
Al
%
* >
) ) . .
- 1]
.
I3
-
s
)




Annex A

ID/WG. 22,22
Annex A

A preliminary list of the overseas offices

established by the national investment promotion machinery

of selected developing countries

North america

New York
Barbados
Chile

China (Taiwan)

Greece

India
Israel

Jamaica

Korea
Fakistan
FPuerto Rico
Sinsapore

Trinidad and Tobago

Burope

China (lfaiwan)

(ireece
i.ong Kong
India

Jamaica
Malta
Pakistan
Puerto Rico

singapore

Rotterdam
Milan
Coloene
London
London
Dusseldorf 3
London
London
Dusseldorf
Paris
Stockhiolm
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Annex B

SUGGESTED OUTLINES FOR THo PROJECT PROSPECTUS

1. Tie aim of this Annex 1s to provide itwo sugoested outlines
for the information which might be contained in a project
prospecius used to promotie a portfolio of projec.s.

2. The two outlinec represent the two possitle extremes. The
first outline might be used for projects at an vurly stage of
formulatior and includes preliminary answers to questions about
the type and cize of foreign assistance requested. The second
outline agswnes that the project has reached an advanced vtage
of formulation and preparation and attempts ‘o swmsarize the
sorts of questions on which a banker or potential sources of

finance would seek assurunce.

3. In practice, ihe second outline will probably turn out to

be an ideal and a project prospectus containing information

somewhat less than that included in the second outline but more

thar that in the first would come to bte used in cummon practice.
This will frequently be the cuse 1f the tanker 1s contfident thit
the man.gement {iocal and foreiem) will have taken care to

eliminate all potentiul weuknesses in the progject's formulation.

4. Participants are asked to consider

(a) whether the first and sccond cutlines are useful guides,

(b) to make suggestions for their improvement,

(c) whether the second outline includes most of the points
which financing institutions cuggest be answered in
thelir own standard outlines of information required

from aprlicants for finance?

5« The continuing success of a project will depend on the

quality of 1ts management. Participants might consider whether

the project prospectus can help assess this vital element and if

80 how tnis might be done.
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PRELIMINARY INDICATIVE CUTLINE FOR A PROJECT AT Al EARLY
STAGE OF FORMULATION FOR WHICH ASSISTANCE IN IDENTIFYING
SOURCES OF TECHNICAL KNOW-HOW AND FINANCE IS REQUESTED

(a) type of product(s) to be manufactured;
(b) propused capacity for the plant; estimated cost;

(c) past and future growth of home market, potential export

markeis; projected sales in these markets and share of

markets expected; extisting and planned plants competing

with the project;

(d) price at which product is sold at present; main sources
of supply; tariff protection; proposed selling price

for output of new plant.

(e) indicate whetner the project identified by the Government,

" its investment promotion agency, or the promoter; is the
project in accord with the Government's plans and policies?

What priority does the Government attach to the project's

early implementation?

(f) who are the local promoters of the project? what is their
previous business experience? how much capital can they

provide themselves?
(g) lLas any location been selected? for what reasons?

(h) what sources of raw materials and other essential supplies

- are proposed”

(i) can suitable long-term supplies of raw materials, labour,
power and other industrial infrastructure requirements be
provided?

(j) are the promoters of the project seeking information on

(i) potential suppliers of plant and machinery




(k)

(1)
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(ii) potertial technical partners who would have no

managen«nt responsibility

(iii) partners who would contribute both technical and

management expertise.

identify the industrialized countries in which for tax
or other reasons, potential sources of technical know-

how and finance would be preferred.

how much finance will foreign sources of know~how and
finance be expected to supply; what terms could the
potential foreign partner be offered; what vercentage
of the total equity, rate of interest on loans, eic.;

can technical service, royalty fees also be considered?

have any foreign firmms been contacted about the projact?
if so who?

have any feasibility studies been made?
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SUGIESTEL CUTLINE MUK The PROJLCT IrCSPRoTly o aN INUUSTHIAL

FLOJou I 3T AN ADVALCLD STAGE CF PRUPAZAILOSN FUi WHICH

ASSISTANCe 1N CoTAINING XT.udiAL PINANCING IS HLoUESTEL

1. Summary outline

The summary outline cnculd 1derntify the product to te
manufactured, proposed Capacity ol the plart, total cost of
plant and total firnancin,. re.irmert 1 terms of lucal
currency and forelgn exchunce. 1t should indicate the amount
and form ¢! inancing requested and whether nmanagement and

technical assistance 18 also required and welcoume,

¥

<« Tue promcters

What pattern of ownership 1s proposed for the project?
S5 the local promoters' ctake large encugn to ensure their
centinulng interest in the pro ect: Are the local promoters

reliable and finuncially responsitle’

3. Management

ls the progect assured of competlent andg expery management”
What experience deeg the proposeu iocal managcenernt have? Will
this bte supplerentcu vy iorelgn managenent? If so at what
level™ Wi will previde teannical supervision for ihe con=

sirucilon of the plant?

4. Goverumen: accep tance

Is the progect basically sound from the national eccnomic
point of view? Is 1t in accord with thne Government's industrial
plans and policies? What priority does the Goverrment attach
to 1ts early implesentation? bLoes the Frojoced venture conform

to the national laws and regulations covering investmernts lave

the necessary licenses etc. veer obtlalned?
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he Commercial soundness

Is the project commercially sound? Have realistic market
forecasts been made, the strength of possible competing firms
accurately assessed, and the share of the market expectied care-
fully estimated? Have realistic selling prices been assumed in
relation to existing scurces of supply end the current selling
price?” Is protection from foreign competition assured? Are
the estimated profits based on a realistic assessment of all
cost elements, and a realistic assessment of the level of

capacity at which the plant will operate~

5. Technical soundness

Are the construction and engineering plans technically
scund? Is the manufacturing process chosen appropriate for
the climate and location, and is it up to date? Have the
capital costs of plant and machinery been carefully estimated?
Have the forecas! operating costs for the plant been compared
with existing plants of a similar size using the same process?

1f not, are they realistic and if so why?

7. Financial soundness

What type of capital structure is proposed for the enter-
prise” Is it appropriate for the type of venture contemplated?
Has sufficient provision been made for working capital, particularly
in the initial years? Have detailed financial forecasts for
5 = 10 years ahead (a) of the profit and loss stiatement and
(b) of the source and application of funds ceon prepared? Do
they show that the loans requested can reyald o cchedule and

the forecast div:dend policy maintained”

8. Raw ma.iials and other supplies

can su lalls long-term supplies of raw materials, labour,

#vc - and other 'nfrastructure requirements be assured at_the

giill  assumce in the profit projections”
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9. Detailed feasibili}x studies

Have any independent technical, cost,
been made? If §0, when and by whom?
proposed?

market or other studies
What further studies are

10. Proposed sources of finance

What 1s the total financing requirement (a) in local currency,

(b) 1n foreigm exchange? How 1s the total requirement expected to
be met? Which potential sources have bee

i approached 1o date?
What was the response?
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Annex B
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