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UNIDO and CIO have done me the honour of
asking my advice on certain aspects of industrial
developuent probleme; I accept with all the more
pleasure and gratitude eapecially as this thine ie
central to the precccupations of the Industrial
Promotion chiety of which I am the managing direc-
tof. How to contribute, -on an equitable commercial

basis,- to the dovelopwant of industrisl projects
abroad? |

As this asudience are professionals in
the fleld of development I will not enlarge upon
definitions and orinciples and will concentrate
more fully on some conclusions illustrated by pare
ticular cases. My plan will be as follows:

1+ 1 will underline the essential importance

o/ oo



of the operators' participation in development by

exX} alning their rolee, their motivati as, and their

problems.

2e 1 will give wore or less typical examples
t.akon from geveral countrioe, according Lo tho
nature and importance of foreign porticipation and

thoeir contractual methods,

3+ To conclude, I will outline my point of
view on the rolc an Internutional Agency can play

io the procese of development.

We term 'operators', men or firms who

operate a given induastry and who consequently :

- look for or acquire technological procedures,
= make comncrcial and economic forcasts,
« invest their own money or money that they have
borrowed,
buy equipment, surveys, services,
and thus construct means of production,
supply raw materials and cnergy,

appoint and cmploy managerisl ctaff ond labour,

0/0.
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= sapufacture a produ t to sell it a. a profit,

= supervise the safety and proteétion of human

and ecological euvironments.

1°) No icdustrial brojcct can be sound
or profitable if 1t does mot include a good oper-
ator, that is to say one who has already succeeded.
Bven the financing, -which 1s often considered the
key to the project,~ finds & solution when the pro-
blem of an oﬁorator is solved. As one of our

Ninister put it: "Give me good politics and I
will give you good finances".

It therefore follows that for a given
;e oject, there are onls three possibiiities:

= oither, the local investor is himself the oper-

ator; for example he builds an extensioen to his
own factory;

~ or, the local investor calls upon the services
of an outside operator on a provisional basis

"1 sanagement contract or technical assistance);

= Or again, an outside operator can become a re-

gular partner (joint-venture with or without

./..
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f.nencial participati m),

One can present these observations differ-
ently if one compares the respective roles of the

operator, the service companies, the machine builders,

and the investor

-« the technological procedure is the basis of the

project, including the operational experience con-
nected to it;

- enginecring snd cquipment can sometimes also be
sufficient in providing operational experience, for
exsmple driving a car but this is certainly not so

when it concuras a more complex whole;

= those in construction are not by themselves able or

willing to offer assistance to management, trainiar

_and devclopment;

= oervice companies cannot provide operational assis-

tance unless they themselves can rely, -and very
heavily,- on an operator.

2°) We like to assoclate the word "Development"

./..
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with that of "COOpération". for develcpment is always carried

out a8 tesmvarh rodtd. tgoiplinarian and often multi-
national. We will therefore also analyse what a local

investor can ask 0of a foreign opers’ "= :

= advice in establishinug sectoral or regional develop-
ment plans, the 1dent1f1cation and the feasibility
of projects and, subsequently, the direction of the
whole or of part of the project ;

- promotion which adds to advice a dynamic dimension
aid associates the operator with the success of the
project : llexibility ot‘procodure. and participa-
tion ... ;

- technological transfer involving : prntection for
the 1nventot. adaptation to local conditions, teche
nical assistance of a pedagogical and possidbly come
mercial nature ;

= Association with three main variants : the taking
hold of participation, the mixed society of enter-
prise, the contractual sssociation without contri-
bution of capital (products in hand) ;

= the commercial agreement by which tine operator has

- "86Ce88 tO new sources of supply and assures an

o/
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ontlet to the local ivvestor, thus frcilitating

the financing of the project.

This is the kind of Cosperation which it
is important to promote betwmen industrialized
societies and the developing countries, and without
which the technological transfer will remain a pious
vow and we will all hove felt that our mission hae
failed,

3°) Since the operator has such an important
role to play, the cheif aim Ls to motivate him,
"Give me a lever, Archimodes once said, and I will
11f the world". We now find a discrep 1cy between
the number of valid projects on offer and the number
of operators who are interested ir these projects.
This 1s because motivation leaves much to be de-
sired ; it is paramount to imolate the causcs of

this situation and to supply remedies for it.
The advantages of the western operator
in participating in a forecign projoct are, in prine-

ciple :

= the posalbility of "marginal® profit by the

o/os



% utilisation of his techhology. his experience, his
% & sistance :
g8 :
i
g ) = the opportunity to reach new markets hy licence,
é . franchise, or participation ;
= the growth of his technical and commercial verve
by placing himself in competition ;
: -~~~
= the broadening of outlook of its managerial staff
who would be able to take on greater responsibili-
ties abroad
%, - = improvement of his cost prices by accumulation
%‘ and vxchange of experiénce H
= a highe» ~%-= 2t wit! resard to the profession
g on i1 natilonal and intersational level,
E I¢ all this appears attractive, the draw-
% backs of action abroad are none the less formidable,
% | especially in pericds of criees :
5
é = Enterprice hae immediate problems which require
t . the complete attention of its management ;
% ) = 4t does not have the technical personnel available
;j for long terrm expatriation ;
é of es
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e it 18 hampercd by the Jdifficulties of International
implantation, in particular by certain leglslntive

restrictions ;

« it meets its research corts belter by the sale of

products than by the tranfer of know-how ;

« it wants to avoid the compctition of 1its own

licencees on its own morkcets

= it shields its manufacturing sccrete and cannot open

itgelf to spreading them.

Some of thesr problems could be solved in
the 'rumewérk of "Workin - Cooperatives" conetituted
by scveral operators, some contributing the technolo-
8y, others the men, yet again others the finance, with

the ﬂcataliatic" Lholp ¢f cervice companics.

In our conclusions, we will try to propose
a course of actions likely to stimulate the motiva-

tiome of Lhe opcrators.

/o
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IT. EXAMPLES

It is understood that we want to give
here tyrical exauplcs and not pass overall judge-
ments on the economic behavior of various countries.

One can easily find in the same country different —~—.

. msttods for cooperation. Each project has its dis-

tinctive character,

1. Spscialized Equipment (Pakistsn)

It concerns a firm already in existance,

- with 9 to 6 years experience and which is trying to

expand into new products. Here the operator is also
the investor. It has at its disposal the infrastruc-
ture, the managerial staff, and suff{iccient experience
to be adle to choose and install machinery relative
to its expansion,

Consequently, a foreign operator is not
necessary ; technical literature, participation at

/oo
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at trade falirs, ond §f aced e an arpeol %o economic
and foreign delugations in tho country, are sufficicnt o
means for thne calling for bids, If necessary, builder's ,

commerciol apcnts will cupply the adiLional informa-

tion for the use of equipmont,

<. Licence and Specialized Equipment (India)

Indian industry in cufficiently developed
to:be able to limitl forcign conbribution to a knows
how state and te certain epocinlized cguipment, and
this only for projecte which have rcached a certain
lovel of souphictication, The foreipn operator will
then only prouvide the procedure, the basic engineere
ing, the supcrvision of =pecialized ongineering, the
training of specialists, participation in the cri-
tical phase, the communication of improvemcnts, and
limited technical assistance., A forelgn firm will
supply the specialized material and, poscibly, the

finance.

Local firrs will do all the rect @ speciale
ized engincering, local equipment, and construction.
Forelgn involvement is the most redvced, which is )

excellent for the Indian cconomy but of restricted

./..
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i terest for the fore 3n operatcr an. contractor.

There ia in fact, in intcrnational dcalings, a mini-
mum ceiling bolow which & firm ie not motivated to
nqcept the worry and lack of speed of a project.
}breign enginegring companizs, in psrticular, have

& limited role to play in an Indian project.

3. Licence, Specialized F ent -

Export (India)

This case 1s similar to cnse m* 2, with
the difference that to have a strong economy the
project uust be the exporter. The local investor
will conseoquently ask the operator or an outside
sc.vice ~rmrany ¢~ handle the excess flow of pro=-

duction,

The plan is not as simple as 1t sounds ;

lot us now give a 1ist of the parties concerned i

the investor and the local operator ;

iho foreign operator (licence, technical assistamce) ;
the foreign firm supplying the specialised oquip-
ment and ensuring, if need be, the finance 3

the engineering company and the local contractors H
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« the foreign gervice company cnsuiihg rcxports,.

4. Yoeational Vorlichopes ond Technical .

Asgoistance (Pakistan)

Though rarely used, the casc is interesting
because there do exist in Europe workshops which are -
either too small or employing too much labour to guse )
tain competition, whereas in devcloping countries the
market is narrow and labour cheap. Local conditions
being different, an old-fashioned workshop in Europe
can bc up to datec elsewhere. It would neot even be
logical to import, ot greot coet, a high productivity

workshop.

There are numerous possibilities of profie
table buciness of this nature duc to the constant re-
conversion of industry in developing countries., Naturale
1y, the exportation of second-lLiand materials must be
accompanied by technical ascistunce for construction
and use, But the foreign operator takes over taking
over the workshop always has at his dispr.al qualified

specislists to make it function elsewhere,



- 5. Turn-Key sxdept for Comgtrustion
(Jugoelavia)

Even if the country is able to take an im-
portant part of the engineering and supply, it might
be 'oi'thwhilo for the investor to order all the ea-
giseering and the material from a contractor at a
fined price, even down to FOB. There are two main
reasons for this : to save time, and to take advan-
tage of foreign credit which is often easier to obtaia | y
than local credit. The foreign operator supplies the '
licence and the technical assistance through "sum- °*
hey* ocontract.

For example, it is well known that the
Seviet Uniom who could without difficulty cometruct
sertain installations for herself prefers to acquire
thea "Pura-Key" except for the civil engineeriag
and assenbly which are dome by local firss.

Note that the project is not necessarily
sarried out on a totally contractual basis bt caa
e for the kmow-how and the engineering on a cost plue
foe basis for the remainder (see case »* §).

./l.
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dive we eoe the dntroduction of Loe iden of
financial perticipation, zetually on a licitod ceale
due tc the particulor legislation in Juporinvia., The
marriage of Capitolisn and Yorkee Yoneoiment ronders
an actual day to day participstion between the foreign
operator and the managemnt problematic . The rystem is
feasible if the joint venture ‘o hsndied as = bronch
common to Lthe two chrreboldors and tok ug in'o account
their directiven ; but difficwltice are inevitnble if
there is question of a siaple self administering com-

pany where the foreign operator is treated ag a hoetage.

In the cxsmpic given obieve, another ditii-
culty arieen from the fae . thal the factory is built
by a tocnl firm snd that the roreisn contractor, intupe
vening only on demand, her no means of influencing the
carrying owt of the prigram. Whence delays and over-

flowing of thc budget can arige.

7. Participation and Tern-Key Saudi Arabia)

In countries with ambitious programr of

industrial development and where thore ic a lack of

of vs
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managerial statf, the clascvical tormula is the
turn-Key olicy for the conotruction part of the pro-
Ject, But a technnical operztor is Jjuet as necessary
and it is normal for him to bz an associate where

- Capital and prof.ts are concerned.

We arc talking here, of a plan whereby the ~N
loca) partner and the foreign operator actually share
in management, the latter ensuring the technical

operation of the project and part of the commerciale

i izetion. The Associates can, of course, be assisted,
% if they think it necesssry, in directing the cons-
. truction, in train:.ng personnel, and technical aseis-

tance, by service companies of their choice.

The building side of the project is vast

e

and demands that the foreign contractor run important
risks,

8. Products in Hand (Algeria)

% : This case requires no financial partieci-
pation, unites benefits which can be of interest to

two different categories of cumpanies :

E - en e R
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- the oprratore, lor fensitility, tcchnological transe-

fer, ocoictane. in expicit-tion

- the builders for the impiementing of a turn-key

project and the !linncng.

The difticulty romelimes liecs in the inves-

tor's desire tc deal with all his requirements in a

single contract and to suberdinate payment of the works

to a satisfuctory use of the factory. Now, this depends

upon nwrerous local factors beyond the operator's
control and specially to the builder who can hope to
be freed of “im obligntions wien the plant has boen

checked ond rigned for after the juaraniece trisls,

The carrying out of such s contract neces-
sitates the good will of both partvers, The rick of
misunderstondings s great but can be diminlslod by
clearly ceporating the builder's contractual odbliga-

tions from thogn of the operator,

9. Pay ag you cary (Pakistan)

When the financing of a project can only

be guarantecd by the oxport of ite production, onc is

0/0.
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a tempted to choose e plom which includes :
. - & contractur who builde the plant for a given price ;

= an operator who supplies the technology and technical

asczistance ;

= A comgercial company which undertakes to export the
@\ production

- a bank who wupplics the funds to the contractor

under guaranice from the commercial company.

4 Thiz system, called "Pay as you earn" or
"Cont ~act in hand", i1e 1. 1act more comy'icated be-

cauge

« the Gouvernment of whicﬁ the currency is not conver-
tible will only releass forireimbursement of foreign
, credits 50 ¥ of the currency resulting from exportation i
g
- the foreign bank does not accept directly the oper=
ator's and the commercial cumpany's guarantee but
; . requires it of thc foreign Government which follows
| from the guarantee of the local Govornmont :

= the commercial company camnot commit itself to

AR T e S RN T e
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export a minimum amount of the nroducts of a plant
which will bnly function in three years time due to

the 1astability of markels,.

In fact, -and esubject to the flexibility
of the Authoritics of both countrics,- the "Pay as
you earn scheme" represenlc a way of ascociating ate
tributes of diffcrent Xinos (technical, commercial,
fingnecial). Tals s 4 mere complex refincment of the

"Products in hand” .yatem.

10. Qlobel Pro=m-:tion (Malaysia)

Projectr nrotted by a foreign operator,
«for example, the transformation of local natural
producic into expurtable goods,- can be promoted

from A to 2, that ic to say, include :

- the scarch for the local partner,
~ the outline of the projeci's profile,
= the study of raw matecrlials and markets,

- the choice of technologles and companies,

- the setiing up of financing,
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= the selection and training of wansgerial staff
and labour,

- the establishment of a local company with foreign
participation,

- the construction of the plant and of its infra-
atructurs,

= the management of the entire works and their conQ

mercialization.

In this came, 1f the operater and the for-
eign controctors cannot or do not wish to take on
all the necoz.ary requirements they can have reccurce
to an interizticnal promotion company who will ne-
gGotiate with the Jocul partner and the Authorities,
wiil coordinate the ve ~ious activitics on account

of tuc future company, ;repare contracte, etC...

Thic is actually the most elaborate system

and one which requires the most time and effort,

It will be noted that we have enumerated
examples by order of increasing difficulty and that
the tasks of the foreign operalor bvecome progreassively
more demauding with the increasing sophistication of

the procedure, Consequently :

~ either complex wrojects are undertaken golely by
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the "Major Compuniaos™ to ecrve their internaticosl
davelopmont poll.ivs; an thig case thoy would cone !
bine Lhv funclions of centroctor, mperator, {inane-

y ’

cler, Aand of commeratalist ;

- or ¢lse Lhe investors, the national and international
huthoritlies will accept the undertaking snd develop-
mept of *he projects, -on behalf of average opere-

ators,~ by rervice companicos,

(iven the: small number of large volunisry
compunica whore iqtornational operations are concoerned,
it i desirable to ofer posslibilities Lo companier
which may be smallor bhow !l none the lese capable in
their regpective fi0ids , i this cage a pgroup of
qualified fives =117 3e lnce o larger one, In wanting
to deal only with tte Nater Soapanles, one would lay
onegell oren to thueir domicovion opd Intornalional
cooperalion would thoreby renalr insufficient and ome

sided.

ITY. SLPUAT G AND SR-HDS

The present cituaticn s evidontly not
satisfactory : the trancfer of technalory toetlween N

industriel countrice wnd developing nptions ie held
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to be un abuolute necescity and yot ite volume is
4dnadequate ; numcrous development projects do not
find either a counterpert or finarce ; wealthy and
poor nations m=ct {u organizations such ss UNIDC or
the NCRTH-SCUTH Confercnce but they disagree on the
steps to be taken towards progress. What should one

therefore propose?

1°) To bagin with, it must bo remembered
that signifiCant human actions hove always rested
on moral or politicsel ohjectives, Jumtice and
altruiem are vital to the dev:lcpment of interna-
tional cooperation. indeed, in mest ccuntriesg
government action must take fnto account public
opinion. If a country's politics do littie eige but
exprege the sum of individual eguisms, it would be
too short-signted tc be able to &olve problems of

any great importance,

Technclogical transfer is in fact a three

way concern
« the sharing out of industrial ownerchip :

When one hes made great etforts and incurred great

expense to degcover and perfoct new tochnologles,

/oo
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it is unnotural Lo want to snrcre them, even for
remuneraticn, with others who have not been oble 4

to or have net wanted Lo male the soame offor e
« the sharing of snowledge

Knowledpe also i wealth and 1§ one otrives to-

wardc a mere harmonicus wovld, one siould also

sharc it. 1/ one docg not Lrain the ongincora and

workcrs of the counlry who will use forrign teche f )

nolery, one matuataing another form of domination.
= the sharing of mncikety |

It stands to resssr that 14 one plaées a techno-
logy under licence wne lones an opportunity to sell
one's preoucts., Nusercus firme are not ready, for
this very rcason, to participite im the development

movement and this attitude is underctandable.

Those who acceont to tranefer tochnologies,
knowlcdge, aud mzrkots, have oll the morc merit ae on
the other side, developivg countriecs often have a
nationalistic atiitude wiich is mopnifest in the ‘
Mmitation of righte,:cvaltics, tmpurin, by » rece

trictive fiscal svaten, by nationalization, ete,,,.

'/0.
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é- \ in short, by caracteristic hindrances to technical

g ' and economic cocperation,

: in our opinion cne of the roles of an
1ntcrnationn1.developwcnt égeucy should % to re-

g mind all interested partios of thedir moral and poli-

i tical duiy to contribute, through concrete meagures,

ii to ;he peace and harucny of the world. One should

'é "1iquify" oppusition,

2 2°) In order to increase the motivation

; of foreign operators, we svpgest first of all not

§ to penalize them.

% We have just mentioncd the restrictive

?h practices of certain developirg countrius : one can

% well undercstand that their goal is to favor local

% activity in the ficlds of regearch, engiueering,

% investment, commerce, and to resvrve, for their

% own nationals, the lion's share of the profits,

% This is one option, but not one of cooperation, It

. would be useful to remember this,
’

In other countries where foreign coop-

peration is desired, it 15 gencrally the large

o/..
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companica, evvoially ibe amorican shes, which moke
Of £ with ihe bio projects, Snould one not open the
way to smaller firms or whose tintional languago is
not Faglish? It would be nest interenting to expand
the field of internat.ona? cooperation by noditying

“eriteria of credibility",

Europe, Esst and West, does not have many
large componies ; Jet sie has uxpeviente, “now=how,
technolory, rpecialists, and Internationn) relations,
For thesc quaiitics to come into thelr own 1t would
be nocossary, ot firnt, 1o contond with a certaln
amount cf dessriginal-on unfavorable to it ;3 it should
also bhe recopnircd thpt g group of medium-sized firms
can he more ‘lexible and et an prestigeovs am a

large corpany,

Of ¢crivrue, the more uuﬂ;lex a development
plan, the lecs candidateg ars there for the role of
operater ; unloss the cle of strvice convonles whieh
devote thedir offirts to the prosution of dewlopment
were to be recugiised and estoomed. It io up to them
to find the operators, o prepere ibelr work, to
round off, if necer.ary, their requlrerortn, Lo make

‘ , \
the project accentable t. thes,

0/..
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" Cna should also avold confusing the role of

o, A A AR

operator with that of financler, We have described in

e
t ot F R gl
-~

Chapter I what we mcan by operator : this is very im-
portant, It is natural that the operator participate
financially in‘the new firm, but at what level? If it
is question of reinvcstihg the payment he receives for

his know-how, his stucies, his asszistance, you will

SR S

have candidates and they will be at your service,

R

?' If, on the other hand, you ask the opera-
tor to contribute a considerable financial share, his
w | reaction would also be to withdraw considerable pro-
fits and he would demand his munagement rights or
his rights over supplies or over sales, Your project
would then become a pawn on his chessboard of power

%3 politics.

3°) Finally, there exists economic and
political ihcitamonta to finding serious partners

for industrial projects in developing countries.
b ' In the first place, the cervices rendered

must be pada for at their just price. However, the

lattcr is not equitadbly determined by savage

C/C.



competition. For exaumplie. the know-how of a true v
operater munt be bolier paldd than that, less con-
slderable, of the fire which builds Lhe machines.
If, in the event of tondors being csiled tor, cone
parisms are mode incorrectly, o preminm can be as-
signed to Lhe Yege valid project,

in the socond ploco, we do not gee how -
it can be wrong Lo subzidize technoiopicnl transter
if It necded a stimulue, If it ie found to be more
profitable or prudent not to take part in world
cooperaticn, one cornot comploin that there are
not enouph cuperts (From fredustrislicmed countries) .
or technologival tranafers (for Lhe bencfit of non

industrinlized countrica),

Lanily, ¢ ndidntes for the role of oper-
ator and cooperation promotion componiee should be
helped by the broadeasting of project-lists where
foreign participatinn is c21le¢ for, and by tho of-
ficial cupport of international spencics and Gaverne
mentie Those who, on olther gide, put dnto concrcte

practicc thedr cduty in colidarity schould be honoured,

To conclude this cepast, 1 weuld like te

o/
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%’ correct the imprescion that I may perhﬁpa have given
5 .
g that on the one side thcrz are countries who give and
£
5 on the other thoce who reccive. The world is not like
this : each is the under-develcped in comparism to the
other in a given ficld and, in wy opinion, the moment
i8 spproaching wnen one will more easily find valid
5 operators in the go-called developing natioms than ia
% wealthier countries. Cooperation is not s one-sided
&
% affair : some have tha technology, other the speciale

ists, still others the financicl resources.

This ie why we wish “o work day by day at

2
&
¥
%“
Y

building a new econcmic order in which each one will

play the role for which he feels he is bust qualified.
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