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I. CORPGRUACTON I PO

Corporacion ds Funento e 1z Predvcuian de Chile, CORFO in Cnile,
FOMENTO 10 Hew Yok, i= a2 Covevpnont agency for promcling the countryls
cvonemle covaloprant, Il wvas craated in 1939 in Chile, and its New
York Agoncy was opened in 15h0,

To urplain the I'su York Agency's voek, 1t is abrolutely nscensary
to understand first juct vhat cORI0 46 and what it does. CORFO was
crented Ly daw as an antencicus orpanization of the Chilean Coverrmoni,
finanzed through the naticnal budgeh, and is commected with public al-
minjatraiion theough the Minisioy of Economy. Tho Minister 1s Chairman
of the Foard, which §s compossd of representativas of both the main econo-
nle orgonization of the Governiuni and tha private scctor. The Board op~
proves the policlies of tha orgauization, its plans, progrems and projevts,
The budgat is divided int> ivo arcas: ons, davelopment, vhen it iz wanevcs-
sary to recover expenditures: the other, investments, the main purpose of
vhich is to finance throush leoans or iwvestments in priowity produsiivs
enterprvises. During the past yuars the ‘hudget has beea eround $160 Millien
per anmum, |

The managoment 43 made vp of an Ewxecutive Vice President - who also
acts as permanent chairien - ¢ne general manager and four managers, ons
oach for tochmical matiers, economic planning, financial promotion, and
international affairas, the latter in chargs of the Mew York Agenoy,
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The gaciual wibles o each poslion nee sl iy Qitioveni feen thon

manticred. in iho ones dndias o ce mere dosardptive of basis o
duiles,
The woin fiolds fa vhica G471 Las worked 3ve the Lollowing: |
e Romomes n Tove. winations
Se et suoadiary organi-otTens have teer crented by CORFO Len
Phds paricse, such rs ihe Foeesory Tastitote, whicn ves the basis fer
, callviozs dovelopnent, the Fishiae, tha Crolopical, and thae Scil Imotd.
4
. tutes, els, ~
. Qreat dnporbanca has &lse booa given Vo humun regowsces, and fer
) thai puvposa, two other insiitaiions have besn formsde

First, the National Insiiluie of Voeatisnal Skills (INACAP), which ;
is prepering around 32,000 vovkert cawaally, 500 of the new ynarly vone
wingont in three to slii-month Courses, o training in the factoriea.

ihe programs have been preparcd anad worked out with the teshnical rurig-

tance of 110 and vith ihe flnencind nelp of II0 and the VWorld Pank,
Second, the Servicio do Cropaiacion Tecnica, an orpanization fow

yenduring all types of tachnical asaistance to Chilean enterprices -

private or goverrmentnl - with emphasis also on preparing employers in

industela) administration ad excoutive ekilla for administcative pool-

tionn,

2. Teshnieel Assistanco

CORFO has boen developing technicsl skills and rendering ansistance

to the couafry in various ways:
a) Dlrect technical assistan.e to antrepreneurs through losn studiee,

During .he studles, our people visit [aciories and muks recomuundations;

corvect the new projectsy sat up accounting procedures, etc.




3.
b) Y‘S:xmu;:’n the S~ovielo o Gopwacion Peaica neationsd above.
¢) Throneh assiouine diffoeent stucica uud projactn to prdvaua
Chilean engireordng assisiones 5,
d) Treos epexiat credit Mives wader a veogzrem with LOB end sancther
with AID for finaneing yrcinvesimont sivdies and projocise

3. Projoct Studies ead Tnveotisnte
P OOy s B S SN o A v s B

A Ry

CORPO is constantly prepaving now development progorme and projecic
in all areas - industrdial, mining, agriculiucal, and to som=z extent, in
marketing technique, These progeous arae carriod out by CORVO, bul zpeci-
fie projeciy cre mainly to bo vorked out with the private sector, An
example of (‘ma of these projecis is tha Steel M1, creatad some 20 years
8go, and prozently producing cne million tons of ingots and by:-producis,
Once the plant was eporating efficiently, 708 of the shares was e0ld to
private intevests. The éama is tive of the largest copper plant in Chile,
the tive factory, elantz*cﬁio » Tishing and timber indwstries, and wany
others, toialing srvound 100 in variovs areas., At ths moment CORFO is
promoting and investing in joint ventures in two c¢sllulese plants, a
PVC and polyathylene plant, a phosphate plant, ets.

k. Promotdonal Ewteyrvines

' In & small developing country there are some types of entorprises
that are not good business for all areas but ave basic for vewvitalizing
and improving the economy. In this category is electric energy, for vhich
CORPO ha3 doveloped and ouns a svbsidiary, ENDESA, vhich is presently pro-
dusing aromd one-third of tho country?'s needs. CORIO also has a subsi.
dlary for long distance and overscas telaecommunicaticng is working on a
Joint venture with the coal mines; owvms the sugar beet plents which,
more than a business entorprise, improve agricultural and livestock ylelds;
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has a chain ol peed hovols Lo Loy econewio astiwlliy dn avens wpern
pravionsly thnea were no privaialr simed catislactory ones.
5o Finwurdnt Lizes

In addition 1o the ferogoise, CCRI0 has prorided long-verm credit
availabla for duvelepive producilon in priority areas of the cconowny.
It has agr:lcultux'ai, inducteial sad miniers credit Jines vp o ancunts of
$30 million par year, Yor thic purgese it has a budget with flscal svp-
pord in e2ddition to iis own in.cuz, and complemoniary funds, mainly
foraimg curvencies, ficom ¢iffevent sowrcns ~ international financing
agenslss, =vppliera, or foreign governments, Additionzlly, CORFO puorans-
tees forolen credits for Chilean private and, In scme cases, govermment

entorprises to the forelgn lenders. a teol that has deen essential to

facllitate uvee of intecnuvional financial posaibilities,

6. Sectoral Dowsloving Progvans

One of CORFO*s main tasks is the sectoral "Developing Programs®,

which in essonce sre a composite of all its work. MNow being wonderinken
is the "Forost and Timber Pregren®, vhich includes improving and installe
ing blgger saw mills within the private seotor; enlarging and installing
new plants for timber menufacture, such as vensers, preased wood and plye
woods projects for the utilizatlon of these materials, such as profabrie
cated houses, furniturs for export, etc, Tnis comprises a whole program.
Others cover development of livestook, {ishing, fruit and metallurgical
industries, as woll as regional plans inciunding even industrial uwrbanisa~
tion.
T General Economic Plennina

OORIO has an Bconomic  Planning Depariment which up to the past two
yoars worked on the National Development Progrim, the {irst one having

#




beori ceapdmiod about ten yoeors aze. o ook about ten yesrs to arronive,

reopore and tvoan its statft for ooretiag the shudies,  T0 was neconsoay

to rcordinats the public ond pedvaoo sactovs, vaviong corgunizations and
industrics, in order to procur: the neceusary statistics ood material,
Toduyr half of its Plaaning Dopoctiment has buan toansforrcd o the Feesis
dential offices, end the scelisual ploaming for tadusiviel, apriculiuvcal,
mining, en-rgy, tzlscommunicelion and other cpesinl fields. including

regional eszonowie plannirg, hias beon retained.

T1. BACKGROUKD OF THE N7 YORX AGRUCY

Tho Agency is 27 years old, hsving bLaen foundad in 1940, as previcusly
mentloncd, Tis purposes cxo bread and can bo dasexrided as {ollous:

Ao OBITITIVES
1, Finoniing

The Agency tekes cave cf the main part of the Chileen public seutey
forelgn finoneing, including cbviously CORFO's rceds. It also helps the
private secior cblain financial assistance, vhen requested. In this
oapacity 1t has to deal clogely with the private banks in the area, with
ﬂtcrnational financing wrgenizaclions, such as the World Bank, the Inter-
Americsn Bank, AID, Exirbunk, ets, and with different finmucial groups.
2, Promotion of Exports

Shere is a great nced in Chile to inoroase its exports, and princi.
pally to divergily tham, CURFO's New York Agency is working closely on

the export program, such as fruit, manufactured products, capital and
ooniumer goods, as well as spexiflo projects, For this purpose it in

vorking closely with the corresponding Chilean agencies and privaie gestor,




At L Fada narkets, ceds o ainy o ralmy o iatanse, naitineg ov e

with Anericnn buyecs Loy peivi ezptriers, ol T W mie peegeaed
ey EY L v o - A . . H JUpmRN B RS, } e
goma speriiae prlel oxporhe, curh s Llerers, banderaftod fuengoice,

wnittad vorien clothen, and bwrons: applisneeds

3. 1' .eum u't-n*s‘tfnem,,

Thiag 1= ene of Sta mont iapsriangt (aree nnd it tha motive for tha
et vaTOrh.  Thim point 1s eovsred in tha folleving pases,
s &Y%

ho Technical Asgistanco and Conoe: *imnn
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. The Agency, with lus vavions connectdens and tschnical bavkprouwad,
16 vewd by the Main Office ana iis subsidiaries to cbiuin azcm asta ond

doterming the best tochnical assiatan.e suoirded by Iz;tcmat:laml LAY LT 20

. Sng offleas for studying differont projects in (hile. Tu some zases 1. g :
helps the Chilean private gectur vhen poguestods A9 an cxample, in 1667

the Agencey has direstly invesdigalzd and secured technical asuistanca,
umong ethere, for the folicwlng prejecus

Assistance in delernining Chileon consumer poods
for export and hiclp to the exporiers in that areas

ixportation of industrial spare partsg
Manufaaturs of clathings

Bxport of wine; ' y
Irradiation of potatoesy
Pruit fumigation;

Merging of the two targest home applience industries
in ordar 19 supply the TAFTA markets

Peasibiliiy of manvfecturing semi-conductora and other
. electronic equipront.
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Se Dupchaaine oo inind,

The: Megr York OCfice handles o varlely of cemiercial ard tanking
patiesn,  In whis vay ¢ tuye, Tinewss and shipg cowipnzat, ceg matoes
fai. and othar goods for (ORTN's rubnidiavies, dee. BUDESA Pov oleneris
anuvpys FUAP, oil euuerrrin~y MNTEL for delecommunicatdeng HOEOL £o1
hotols, ete, in the amouvnt of Hi9 wilitica por yorr, Xt aluo werks in
the smue way for cother goverrusatal eoonclesg

Be  ORGANIZATION OF Tiif ACTNCY

Py A B ARt Wi R P et ]
.

The Ageney 13 an inteprated geoup of CORFO end representoblves of
413 4wo main subsidfaries « FIDESA znd ENAP, 211 working vndor CORFO':
Now York ! eneye Also, the Copune Corpovation of Chile has just dntew
geatzd an ofPlee within the CONFO uroup, The staff of the gravp hes a
specifiz jeb fer thase companies, bub each ona alse has on edliilenal
task of collaborating in the promaticnal aspects proviously meniionede
Tn this way CCr0’s Now York Azency has an importont group of technicians
wmade up as folluuss
1 Dirvectse of the oflice, a elvil ongincer with 16 yoav:
in CORFU a3 Chloi’ of tho Industrial Dapariment ami
Manages of Opieations Ju charge of the Indusirial and

Hinlng Dapartmantis

1 Doputy Direstor. civil engincer, pasr. Hanager of
Opaeratlons in CORFO;

1 Administrative Dire:tor, commercial engineer, pasi
Direutor of Finense In CORFOs

Civil Rloctrleal Engincecss

Civil Enginceras

Mining Enginecers

Chemical Enginecrs

Fromction Officer in charpe of the Information DNopariuend

for Chilsan lcgal, ecenumic and general atatisticai
informaticag

o o W 0N

*

1 Public Relationz and Press Information Officoy.




6.,
The entlve giatl, includiy preloraienads, puraaesing, vvalfas
and accLuncing parsomet, 1o A Uit of 60 poople.,
CORFO s total budget i crowvud 3100 willion aanralliy, end tbe
New Yoviz Aroncy’s, for adairistirative pmeposas renticned abovu, «icovd
$750,000, which 1s f._f,ene;va”«,‘; v cedl=froanced thwough tho ehavgra oy e
gervices providod to the different subzldiaries and othre Chidews ¢re

gﬂfli matisng,

D, PROHOPIONAL ACTIVITLIS OF Tuk A(u HOY

VT € P WL R O YR AT T e e h

A éagoription has tees givea of ihe genwral activities of the Ageueys
Under this hoading only the main pucpose of this outline will do mnatlenad,
namaly, INVESTUENT PROMOTION. !

%e Basic Pnints to consider in Fromotion

LTS Lt R R L AR s 2

Capital investment can be promoted by a foreipn aganey threugh spiole
fic projects of the raspective orgonimations of the country and by taking
advantaga of all the oppertunities that czn ba datlecied in daily coniaets,
In the latter cago, it is absolutely necessary that there b clenr national
policies and that they bs very well knowvn io ths foresign amency officials,
In My personal opinion this ls ones of tho main problems in trying to pro-
mote imvestuents in cowtrles vhich do not have clear policles, or whe
{*y to hamlle their promotion activitias through their foraign dip:}.omatie
service 4f the lalter has no promstion specialistve

2a CORIO 15 a "genmeral duvelopment organiszalicon®, it has & deal with

nmson:

almost al) the productive fields in the country, and cbwiouely with thoso
which have the highest priority within the economic goalss that is to cay:

a) Basic indvstries including mining and agricultural production,
supecially thosae with high technological needsy ' ;
b) Export productions t'
6) Regional activities in underdoveloped zones of the country.

The priorities mve predicated on the Gensral Fconomic Plune

»




The Thiotonn Goveraeenk R wodfaand policy for daventronis wilt,
ne Gindrotions fo pelyave dndtiad oo and ulth sors Unitetioes enly o
throes arsone publie gervicrs, aivorpeiies vhich oo peraserridy nons .
prlisioc diza to emaldl donzuore @vbkaty, aud tha wery luoon calTiyLiels,
savh as the bin coppor mines, vich Locause of thalr {rarndous size
affeet the naticnsl dnterent, In dhe Iatior fwa arcas, (ha Coverrmers
prefers a wixed enterprice., or 4 joial vaatvre with priveto endcrpric
In these fields, gencrally with a sl minority, cu as to avoid tha
cetabiichment of contirals Lt vo heop an eyo cn cperaticns for the mugral
banefii of the covntey znd ihs eniorpirize. A good cxempie of thocs
policien is the ceoppor arrancoacnis Jost finfched, vhich wild permit donbl-
ing the copper productien In the next four years from 600,600 tens of
refined copver to 1.2 miillon tons, Or ancthec exanple is the basic
peirochemicals which are the rew natariusls for the end produzte. Soms
of the industries for thesa producis have to ba a mencpoly in Chile
fn order to keep within tho stoncinicsl slze of the plants, such as the
polyethyleas and FVC planis waere CCRFO has juat entered into a very
vonvenieat ageaement for toth sides with an dmyortant interna't.i.one.‘!.ﬁ firne

A1l the othey activities uhi:ch have aot taen included in the thres
groups above mentionad acs left vholly to privaie initiative.

In addition to the above, 1t is also clear in the Chilean cconomic
policies that any foreign invester can establish an industry in the sount-y
wder the same condiiions which apply to a Chilsan investor, bﬁt» BSOMG prew
!‘errsd activities are granted spocial conditions, conditions that are ex-
tended to other Chilean enterprises vhen granted to a foreipn invesicr.
These preferred activities can be summarigzed as follows:

a) Export indvstrieg

b) Basic new industriexz

VS —
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¢) Todvsvvden of coonomie inrerest 1o the comtry vhich ar:
doformined by a gresinl coimn Ll o compousad of pgovernment. officialr ani
rrivata orpmaizatioas of entverr wurs, T this connecidon 1% can be
vzdd thal the 32 ynars doaag whitcb thena repulstions Eave been an e
fect ara sufliciend Jor an expari is determine in most caces vhen *n ac-
tivily bolings to this last grovo,
2o Arathir vasic condiVira for foreiga enpital premsticn s the peemotor
himseldf. A pood promise not only mugt have a geod knowledge of his voune
try's posnlhilitics, bub also should bae an expert cn techinical mattor:,
s> that he can tatk dntellipentiy to the investors. That is why CORFO
always rolesta for dts Now York Agimey paople who hawvo vvorkad fer nnny
years in different pesitions In the institulicn 4n Chile.
3o Alra, 4if not chsolutaly reesssary, a very Importani reouisits fs that
the proematicn agehcy Lara & countorpart in its ave exvairy, so thai boih
can work t.gathar inteiligently. The forelgn agency cammat do all the work;
it has to be hand’ed o5 both ondic At some time the invesator will have to
viait the country, and the asma language haa to ha spoken cn hoth nides,
The Agoncy should hava a parmancut ~ontact with its hcadouariers, ‘The bost
impression is made by tho spzed in which the exact answer is given, In tha
case of ovr Agency, this hus aluays been the poliay and cpecial considara-
tion 15 givon to obtain the requircd information from Santiage as quickly
as poasible,
be It has to be generally expocted that the investor will talk to other
peopla to boccme acquainted with the country he is studyings for instancs,
other forelzn companicn established there, pmferahly of his same notiznal
origine Also the banks aro mources of information. This makez it noccse
sary to have pouod contacts with thess {irms and banks, empecially tha

. 14
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Jattay, so that Uy pay ba o1 inforred abaut e counlvy. dxgpoeinn -

ghews that tha same infornativm 2on have eppesila Intarpralationz, A

gocd oxamnie yegavding Shlle 'ooan conmaciden with tha weorld copper

pr!.c;-*.s which haze a mreat ind wenals therve. when conper tent np in the

past ti> yeard, the ccunt=y cunld pay Lo shortetorm dabis ond copuene

trate on mspeclal Lnesteent proprams. VYhen tho price was cening dewi,

goma paopla in {inancdal ci=cles felt that had times were coming to

Chilu, instead of realizivg that the high prices were Absoluioly abnernity

and even today avo subaianililly better than that to be erdinorily evrzetud,

When this uas pointed out to our firienda, including the pross, mest of

them understoed il and the rosults were irmediately seen in the artielex

vhich were then written. Thia i3 just an example to elarify what type -

of infornmation is required and vhat ean be donw. ‘
The Agsncy strezses tho dmporiance of furnishing informaticn on the

ceoncuic highlishts of the couniry to the presa, industries and banks, .

and for this reascn is publishing twice monthly "Economie lotzz®, diatrie-

huting the reportis to escryons the Agency beliaves would to interested.

As menticned praviously, there is a speciailst in charge of this work, and

it 1a an infcrmative publication for promotional purpores.

§, Even when tha country may have a general poliay toward foreign imvnste

ment and a clear idea of its priorities, it alwuys has to be kept in mind

that business lcok mainly for special apportunities. In relation to

latin America and Chile, there are cloar examples of the lines vhereo

better results can be obtained, If it should be nccczsary to sevek aoma

* spacial areas for promotion, in addition to specific projecis that the
Agency has been given by their headquarters, therc are fields to work ewn
wvithout a project or a feazibility study. Developing countries do not
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Al pave prainesin, and sone. ipmn 14 40 sufficient enly to paint out

tn turastors uhare the pooulbilatios ave nnd the roverrpront?s jatorest

in invnotnent.  In cwch vases the project eon even be wnecaToaTy botanse
tho:o companies kiewr thelr buriineas and can eacily siudy their pesgivili-
ties if noma general and technical information is piovideds Some of thoss
£ie1d: could ba the follewing:

a) If there 10 a good ror et for ths indusivy o ka prownled. Sume.w
timas there is an interesting investment possibility vhich haz not beea
erpiolted. Lecal investors way net havo the toclmical know-hawg thers

"'; ' myy ba industrial sreac not w11 dovelepad with few or no entreprenevid

. with tho capacity or drive {0 get business goinge Also, othcr local entro-
prenaurs are nob intsrested in {urther compatiticn, which is vory comnon
in uaderdavelopad arens. Sone. of the industries that can bo included in
this catagory are scmae petrochomical products wheve ithe tachncleogy of
foreign Induntrialized countrizs is alrost always necersary, aiso elagw
tronlc industriss or manufichiced goeds, As the couatry groux, therc
are alvays new industries that can be started in the next siep of induge
trinlisation.

b) Activities related to tho country's speaial conditions, In the
casa of Chile, we havo a spocisl climté for celinlose, fiching passi-
bilitlias, wine, frach firuiis and vegetadblesn, canncd, frosen cr dried
producta, Many types of minorals can also be includsd bectuse of the
country's exceptional conditions, such as sulphur, iren ore, copper and
others.

¢) Industries which have a high proportionate share of man hours,
such as motion pictures - vhere salaries hava becoms a majur prodlem in
developed areas - perhaps cortain types of clothing mamufacture, of

p
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shaos for maport.  As an eemere. ve have soeon B CORFO Lt Ln s e
Guatry whare cost, In mun hours Jo wnee thon 20 w0 268, 3L 11 intereste
ing to dosz for cxport postibilit. os, srovided there is nleo 2 chaanu
1o increase tho workevs praduciive officicncy, It is frue thai, hia is
nat all, howover, becavss in ecporting proal ceanlosentacy o flcete ave
Alse recdud in a3 develar s coe mivy, but this iz junt what a forcipn
entziprise with knovwlady: of narketing vory often can provide. With o
poneral bushpround in thas, 14 is possibla to dizcover potential in-
vostors who «an Lo approachca avan without a project to initiale,

6, Yoiwvithatanding the poinis memtioned in the preinding parae
graphs, the best resulta are «btainad when there is a complate saquenco
in aprronching the forecien imvestor. The ordinavy procedure can bz 1l
lustrated with many exawples of complete sucnreas which our organization
has had. Most of ‘Qheae start with a feasibility study, and evon tafore.
Tho best 11insiration to give in this paper is the manner in vhich the
PVC and polyethylernc projecia were handled, With the availability of
enormous oil gases in Chile, bansuse of the natural resourcas in Magalla-
nes, or the ol refinerice in Conzepelen and Con Con, we first approached
somg outatanding internationzi compantoes whom we L2lieved mirht bocoms
interested in investing in some Chilean petvrechemical plantss This was
dona after establishing an intarnal policy that the country iteelf could
not engage in petrochemical dovelapmont bocause of the enormous knowshow
nooded,

Many of the ccmpanias answered by requesting more precise informa-
tion or a feasibility study, Aftsr knowing their interest we looked for
technical advice for the study, selscting the best qualified firms,
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We then appresched Lhe paivoch o micse]l comurnics vn had conigeted G
asgertain vhich of Ui 10 flicam womdd b moct quadificed, Threneq this
precetma vwe sadeciod Tive conpames for furnirhing promssals, one o0
vhich was Cinally chosnae The study toolr fnin eonsiderniiea the bast
petroshiemizal posgiviliilies for {hs comatry, a2ad vwprn 3t coppletcien
CORFO cutablichad tho conditicons vadar which it wan willliing to reueive
proposain and then inviled the potrochemicnl companies to participaia,
In this way, a completin agreoment haa been veached for the PTG and poly-
ethylea: plantsy the Chilean o .l enterprlise, FIAP, 1s Installing o
60,000-ton othylere plant, as rell as a clercssda plant, and there are
sewaral other vrojects uader censideration with forcign investment pro.
poaals, This haas been the way to opprcach the development of tho prtroe-
chamteal ficld in the country., ‘Tne New York Agency was very helpful in
the selcction of the first 20 advisory firms and for the ccoatacte of tle
potrochemical companies, as well) as later on in obtaining the foreipgn
inveators' interevt uron complotion of the feasibility studies.,

Tho sewing machine project (now being insiallad) was similarly ap-
proached tuo years ago with prospncts for the LAFTA nmerkaet. Also undsy
study are some productz in the ¢lectronic fiald, clething fndustries,
as well as a large poultry fara to help the country centuplicate thn
production of the lasi five or six years from 250,000 chickens in 1951
to about 2h million for the present year, Also of interest, under con-
sideration are two fruit and vegutable procensing industrias, a phosphate
plant, one emmonium nitrate plant, ete, In all of these projocts, with
the exucption of the cewing machine factory, the New York Officels par-
tioipation has been vitaly as a matter of fact, some of them originated
in the Ancusy.

i o e et e
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Thrve ars ouher peojosts vaiee conalderaiion walich have brov
proeated through CORFOR: M Yook drency, tab fer the tine boins sve
ab o standiualdl auadtine cone =pr ial reptiations or additiona. row
guiremmba. To be menticnad alse are a wation picturs peojest a0 oy
Iaportant Chllean fisting indusicy intepraiion with another from ~ TAITTA
country, the latter having eriginated threagn eontacts nade by efficers

of the cther country with CORND's Naw York Apencye

E. FROPLEMS AUD EXVERTEICS ENCOUNTERFD TN PROMOTICNAL ACTTVITIES

. e

T4 i3 rather difficuldt to gencralize about the preblems ef proiote
ing investmonts, Every btusineus negotiation is different, the peopic
vary, the approaches are not tha same, and the Snterest aviked by a noy
foreign activity varies from ¢ne invaster to anothar.

Promctional activiiles oi this sort are never a gole farce in
getting businesa to a developing country ~ they ars only a complementary
fastor - and ars ucad in varying degroes to give an additional push s
ey other factors not always working in the same direetlon, This alon
reans that it &5 rather difflcudt 1o measure the concrate resulta of
promoticn, because there are slways other parallel premators whe hava
helpad and apgear eapsclally when the busineas has been sveressfully
crganiced,

Aguney Promotion

There are two ways:s ono, when the agency has a sound project to sell
the othor, when apnroachad by businessmen who are ccasidering investing
abroad. For doth, it ia necessary that the ageacy be well 20ld to tte
business comunity in 1%s parent comtry and abroad. This is vory diffi-
cult for a povernment office. Buniness psople 81l sver the werld do not.

]
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like t» ¢2» business thecupbh ovovmewiis, nninly when thay aye dcolioe
for parinnra. In additien, the govorneent peopla of mest doveleyinyg
vountries, if not of any caontry in tha world, are pot busiaesserdrded,
and premotien to a preai extont ia a bunin~an capability, .

Fertunntaely, CORFO andd its lew York Offica have achleved the: con- |
fldenco of the privata secior. As A governaental eepanization it has
all tno advontaces of being able to apeak with an officiel wofen, Also
1t 19 sulorecrong and can express an indep=ndsat opinlon, In other words,
it does not convey a straight g\.w;;mmal;‘lal imaze 1o the businesmmar, or
at least not Lo thase who gat Lo know it welll

The New York Apency hag an vin.depth® relationship with tup flnanelal
and business cireles in the Unlited States whieh bas bzen built up over
the courne of 27 years of operations in this cowntry. A great dral of
the confidence 1t ennjoys in duc to the fact that the Agency has névw
once failad to meet its payments to banks or suppliors. Because CORFO
is & govorrmontal institution; and on avcount of ita rorutation, ths
Chilean tusiness commmity, at least a larga part of 1t, has becoms ace
custumed to taking CORFO into ivs confidence and asking it %0 scsk forelpgn
partnors, also many Chilean entreprensurs rely on CORFO's finanaial help
wvith their projects,

CORFO alsn haa its ovn projects to promoto, and the New Yerk Office
warks on many of thens, such as recontly the patrechamical and ccllulsse
plants,

On the other hand, CORFO:a New York Agency purchases soma $35 millica
worth of capital equipment every year, which produces good relations wilh
tusiness throughout the world. Also, it handles the repayments of Chile's
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foverrn dobb, vitich sivan LU moy contants with ini rnatiena? {inansial
inatituviena,  In addition, 7ol as s Tenieul, the Armency 57 in crastans
touch with larpe companies which have investrenta in Chilae. Finally,
CCRFO olfleials wovduel a schocl in promation by verling pornanently en
Chiloan busineas d-velopncit end financiag,

A1l the above-sentionsd charactaristics may make this Afency's ap-~
proaches diffarent. from thoca vesd by otheras. CCRFQ has in addiilen
wida povers of nogo tiatien. PFur cxomple, CORFO aéte: 28 the fracrotarial
of the Forelgn Investments Curriitee in Chile and iis technical analysia
onf the proponsd inrastment ic aimsst alvuays the deziding factor, CORFO

.

is authorlzed by law to give its oun guarantes to credits which would

facilitals a fereipgn invesiment, and can giva the Chilaan Covernment®s

.
oo siis i v s

guarentse to lean operations by a eimple approval of the Board of Divece
tare, It can also give its ovn financial support or participate in any

R TR—. S——

way in the entorprire being promoted. Final negotiation with the investor
i» generally concludad in Chilie, but the New York Agency does a lot of

’ the prorciing, particularly having tha higher rank on the organization
ievel, which parmits the office to make imporiant cormitments without
Jengthy consultations,

In thia way have beecn solved mony of the problems common to any

L S

governmenial promotion, The following are some strengths the Ageney has:

Importomit and sound projests to promotes
Brough power ta cemmlit itsoll on official matterss
Impox tant incontives o cifer)
Oood connestions with Chile's businesa community
and that of the Inlted States;
Trained parasonnel with thorough krnowledne of Chile's
econonmy, iadustry, politics and technical knowwhow.

This does not mean that the Agenoy has no problems! Far from it .
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Lhe Stability of Perolsticc., thith 14 nob a eamin factor fn
dovalorine coutrics vhose ecorcniens sableat them to pormnanent chanpe,
Chile®s solution to insure slsbie 1ules has been a Jepgal pracedur:s
which worke as a "ecateaet law', ;l‘;ifﬁ\‘nn‘i'l':@g‘qﬁ the foraipn invector tax
and other conditlons for a ten to luenty-year period, which ecanot ba
changed by avbeequent iawus, This is baced cn a contract cencept, pro-
viding t‘hat vhen and Af one pariy fulfille its cbligatiuns, the other
ons « in this case the Chilean Government « has to do the same,

5. Duvoloped Countrinz! Proprsss, bofng for more rapid than thai

of the daveloping world means botter opportunities with less risk few
bhusineseren to invest or reinvost in the industrlalized accas. An ine
teranting measura of this "invostment barrier® 48 the profit -2l st
now prevails, For example, in tho Unitcd Statas capital cun br founl for
investments with a yearly retwrn of 1/15 t whareas develaping counirics
need 1o offer aps much as 1/6, or even more, This meana that only the
crean of the dusinees in the diweloping areas is suitable for foreipa

- promotion, A moderating factor has been tho international {inancing
agencien, vhich offer lon&tér::s crodite at low interest. But this fagtor
is further reduced 1f it is considarod that most of tha credits from the

international agenciss are for infrastructuro, and there is keon compos

tition in the capital markets, uhich are not easily accesslble to companiea

working in developing ereas,

The conolusions of the above ocsments in relation to finding potene
tial foreipn investora are that interect can only be geaerated vhen
aspects as ths folloving are faverablss

a) a good and profitahble business, substantially better than vhat a
foreipgn investor could find in an industrialized country;

[ L3
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b) a peesitility of Snproving thn dnveatwent income Ly cbiaiaing
aliltional profits, such arn rellive or particioating with alon-ody
amzrtizad hipgh-coat knev-hew, op surnlying the equicment vhen s lne
ventor is a machinery prodvices

a) Lowsrdng vdcki, we goiting high participsidon with redvizd econoe
mic effort throush a gond financial offer from tha hast, sountry, such ar
govarient guarantses for forelign loana and for otanilng with A omall
woriting capital-equity ratio, Cases in devoloping ccuntries c2n be eus
couaterad ke o ppecifis cne avallablle to CORFO®s New York Agonny
infermation whore a twenty million-dollav business has been etarted with
six mulio;a doll-;\ra, of vhich four million was tha faoreign ﬁ.nvmtmant
(4ncluding proparly evaluvated know-how) and the reat was foraign evedits
obtained with the government guaranisa, It is truve that such cvases are
very special orea where internations) know-huw and managament are subotane
tia), but they illuetrate a zituation vhere a foraign investor gets 64%
oquity in a twenty-millica dollar company, with an actual participation
of little more than two million, or in othar words, 1074 of tho whols in-
vestment, This case also shews what offers the developing ceouvntrios
asometimes must resort to in order to get invastments, even after they
nave carefully covered the entire investor speetrum,

d) A possibility for those coupanies already established in tho hoat
countries to make additional investments to improve substantially their
sfficiency;

@) Yhon the hast comtry has some substantially important raw
material vhich ia acarce on international markets, such as some minerals,

some fichory resources, determined agrieultural products, or nkilled and
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chenp nuoanarar, or Vinn the Svacster cung Ao anpovior nroeesn or oo
unique product the b can b2 pecdead ard mavhetad ey santly ool
profit bly n zewe of the dovoinpoarn aeonag

£) Yhea the investweny  veprscenis n "last charcs® dn a oo cleping
areas for cxanple, the ahbz:-:.zch:'!e indunivy in Latin Ameriea uirea, in
erder 1o Intaprate vith othor caunirles, nome naticns are now Lilting
the numher of plants whiel: wil' ko paormiticd,

Thera may be cthev facicrs, bulk these are the cnes vwhich CORINie
caperieonce shows emong the west important.,

6, Foredrn Invpstnent Ra o - Thin is another substantial problen

for invostment promotlon, malnly for the emaller developing natinns,
Many avuctoien, includiag sorme bl oney, are competing for farsicn tn~ 2
vastors by aflering greater inrontdvia than vhat might be encsd m.ly
advignbis, If the omallicr coniivios aamnct match these inceniives, cuch
as tax holidays or export subnidies, they won't get foreign invssménta,
and thus will bo in a mere disadvantageous position than they alrcady are,
Thus, to run in this race mcans fundamentzl economic problens, but not to
run in it could be worse. Thin situation is more acute in an area in the
proceas of integration, such as Latin Americea, vwhere staying out ¢i the
know-he?, marketing experienca and other valvable factors of doveloped
sountrinn' enterprises, will mean that in future the markets will balong
to thoss countries vhich are now converting themsolves inte "investorat
paradise®. The smallsr countries are loaing thoir capacity to promote,
becanse whatever they may offer is still less then thoze others, (On the

other hand, obviously it is not posaible to discriminate in faver of

foreign invostments or againot lucal entreprensurs.) Soms general
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Internitierald pormg {0 foresca Invantmant revivities avl Inzenlavee weulad
have to Lo consldered coon,

To

Piofust Sephistacalicn toiot - In the dagrer that the sephistie
vation of ‘he project cverstap: the couvntry/a dndusivial leved, v

move dilfloultlos encounlercd iu the promoticn, The gorernments of 3.
veloping conntries are sometimes Inclined {0 promate factories for vihich
the nation is not yet prepsred. liovartheless, 1t..appeara th’at as much

as these nations overestimute lLuelr i.nduatrin} potential, fereipn investurs
underestimate it, lavssduent in doveloping coumtrles 48 asoustomed to
dealing Imaninatively with "inci: of supply” problema vhich their countar-.
part in industrialized cowntrics do not have to face. There is a gap bo~
lwgan these two appreaches, and tha promotor has the specific job of

bridging i<,

o ROLE THAT UNTPO CAN PLAY

Acaistance would be weleame among developing couniries for the follow-
ings

1) Organlaing and operating agencies for promotion of investzonts for
different developing countries, anmd the preparvation and distribution of
information through those agencies,

2) Project preparatien, Many industerialists and furmers in dowalope
ing countries have plans for anlarging their business for new installations,
bt these noed to be put into promotabls form, such as a preject study.

A spocial lack exists asm to apribusiness projecta.

3) Sugmesting sconemic measures which would create more confidence
among investora and lowwr their riske,

h) Making foreirn inveatmmut procedures more efficient.

F' [




S, Itis shaointaly noceavary Lo bake eva cvrnall Snmicial e
coeononic measures to chonge the poecant bpand o ferela iatnctuenl
in developwp eccuntvdes, which Ji buconing poeportioratels lower,  Tha
aconemic tmbalanea boatimer dovetapad ond dovaloping county inr 45 acutbag
the faster the former mrow, lne frnter they wlie the next. ni~p Ahewd,
and the glower tha devaleping covatrves’ ar,si-sn, ihe gloucr theix
faturs spoads To change thin rond will not damape he cconomy of in-
ciatriatized countrics., On the conteary, the richer the puer countries
boeonn, the proater the business for the developed enes. Dusching the
poor econonies shead is not cnly a humanltarian responsibility, it is
also pucd oesineas,

Soms sucmans can ba attuincd by better foreign investriont premo-
tional organizntions, but it is nct the major remedy to this basic probe
lom., The meacures to corrcet that problem are net easy to soll %o tho
povmrful econciiess this could boe a- UNIDO poal, If real resulis arn
to be cbtuined, some measures, such as an International Business Insure
ance Fund, an intereat equalization fund, or others of this order, would
_ have to be impiowented so as to ea;auli.ze to a ccrtain axtent the echances
of ehtarprires of davelapiog coumtiries to reach internationdl finansial
markets in compariaca with similur businesa from develeped economied,

If doveloping couniries cammot gat onough capital with the neces-
sary speed {4 is clear ihat a very obvious alternative is to abandon the
onpltalistic form of developmant,

Portamately, Chile ta'emtly in aa advantageous position to
attract foreign investrants dus to the special cunditions I have

\
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cutlined, such as 1ts favarabiz clicde for fiuit, vegotatles, ferentoy,
wing and cthars, Inrdining, praciiczlly 2l rerources are nvailnnle,
ny of excepuionnlly advantopocus conditivnn, Iis ccpp.?sr REGIVCS are
tha largasi 1u the world. sad irvon, ~oiphur, vast coal reserves. nstros
leum, pot-oleum gases, fizh wegources rieh in quantity as well as quolity,
alpas, ete, ara alse availlable, In cumaxry, Chile has wn iImperiant ficld

ol cevelapment to offer,
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