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During. the ovast oaouarter of a century a considerabdble amount of
research, analysis, exverimentation, pilot orojects, operational
testingd and discussion have been directed at understandinag the
process of technology tramsfer for SME's, and of identifyinp cost
effective intervention technicues to facilitate and speed uo the
process. These efforts, made at considerable cost, have yielded a
substantial amount of information to help us in cur search. But we

- must adwmit that the problem still is with us. N¢ broad based

system has as yet been established ard made ocoerational, to which
an individual entreoveneur of a SME in the Third World can pain
veady and low cost access to industrial inforsation rneeded by him
on a tontinuing basis, ' )

This gathering is testimony to the fact that the search for
solutions continues. In the meanitime the managers of the SMEs
struagle along as best they can. In wmany instances they are
falling further behind in their techrolopical status with each
passing day. They are anxiocusly awaiting the results of our
deliberations. More specifically, they seek a low cost coerational
mechanism in place by which they can &vsil! themselves of
industrial information to evhamnce their srodactivity aVe,
profitability, generate painful employment an¢ contribate tc ths
economic well beino of their society.

OUR TECHNOLOGICAL TIME HORIZON

The world pool of scientific and technological informaticr is rcw
vast and growing rapidly. Some 90% of all the knowlecpe :in t(he
sciences has besen generated only in the last 30 years anc wiil
double ageivi in the next ten to fifteen years, thereby obsclieti rng
-facilities and equipment at an acceleratirg rate. Life cycles of
products arnd production processes have collapsed to 3 t0 5 years
in electronics and rarely will exceed 10 years in wmost oiher
cases. Maragement in such a dynamic ernviromment will be marnagemrent
of - continuous charige to take advantage of nistorically
unprecedernted productivity increases. :

The Massachusetts Institute of Technology library subscribes to

library director says budget constraints and an irflation rate
15X 1limit subscriptions to only half the Cdesirved rumber
publications in certain fields. He cites a report that 3.& rew
publicatiors were started betweers 1976 anc 1980 for every ore thal
ceased being publ ished. '

~

ovar 20,000 scientific magazines ard periodicalis. ESvensoc - ths -
(]

" Each SME must concern itself with its own cost to berefit ratic in
determining how much of an experditure it cart Justify to szeel
technology. The scciety as a whole must determine what it is worth
overall to set in place a system by which the SME is able to sva:il
itself of the technolopy it needs at a cost the SME pwrcieves -t
can afford and then structvre ircertives accordingly.

Technology has beerns transferred successfully across naticnal
bourdaries by irmovative ertreoreneurs in soite of vhe
imperfections that exist in the system. Perhaps the nost
successful verture of moderrn times was the acouisition by Japar of
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the transistor, The story is related by Peter» Drucker :na ihis
recent bocok “"INNOVARTION AND ENTREPRENEURSHIP”. Commercializatioe
of the transistor, invented by Bell Laboratories in the U.S. in
1947 was not beiny oursued with any vigor until Rkio Morite,
oresident of SONY learned about it through a newspaper article.
Recopnizing the potential of the technolopy he rnecotiated a
licensing agreement with Bell Labs for the sum of $25,808. It <di:
not take long for SONY to capture the U.S. market for inexsensiv=
vadios {(three years) and ultimately the world market.

-‘O0f course, wneither SONY nor Bell Labs may be conmsidered to be
SMEs. And conditions in Japan would not ocualify as typica! of the

. Third World. The example does not entirely fit our problem. We are
‘searching for ways to make it possible for the swmaller scale
businesses of the Third Horld to obtain industrial informaticon of
relevarce to their needs, and to apply it.

WHAT WE HAVE LEARNED

The Seérch for soclutions has led me to a number of Important
firdinps that may be useful in guiding us in desicnino any sysien
-intended to help the SMEs.

. With regard to the supply side of the information ecuation we have
. learned, for example: - .

-~ & centralized repository containing all western technclopgy and
fresly accessible to all, is nwot fessible in a dynamic world, even
if the latest data-retrieval-state-of-the-art technology were
employed. Networks by which ore is able to gpain access to
industrial, scientific, technical arnd commercial information
mainteined and updated by existing data centers servinpg scientific
arnd industrial users in the course of their normal business
activity, offer greater promise to accomplish our cbjectives;

- those who possess scientific irformation behave differentiy
from those who possess commercializable techrology. A scientist
" wishes to dissewminate his find ngs almost before he unows what his
conclusion isy a technologist protects o hides information to
gain a commercial advantage. The GSME rareiy seeks research
findirgs. It rneeds technology that is ready for application.

- proprietary techrnology is not necessarily restricted only by
intellectual property rights; often know-how is iv the files of
capital equipment manufacturers or in the heads of techrologists
and producers. It carmot be obtairned by poverrmert fiat dut must
be purchased by negotiation. It is not available for apoiication
Iiks & recipe in & cock book.

On the demand side, I have concluded that:

- SMEs often are nrnot well equipped to diagrose their own
problems or assess their caocabilities ard shortcomings. The
entrecrarmur way sanse that an opportunity exists for his firm but
he is often not caoable of performing the rnecessary aralysis to
examin® and compare his available options. The consultarncy firws
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that normally assist companies in such endeavors :n @ the
industrialized countries are ron-existent i~ most Thard Hoell’
countries or considered by the entrepreneur te Ye too
inexperienced to bde of helo. The SME is therefore not able t:
ohrase the right guestions or reguest the neeced information.

- SMEs have difficulty in assimilating gpeneric technolegical
information. It is wmuch easier for an SME to understard ax
evaluate a specific business prooosal.

- ldentification of technology reeded by the SME, its
arguisition and absordtion, is more easily accomplished throuph a
business linkage (jJoint venture or co-venture arrangements)
between the SME and a firm that has the techrology 1in an
industrialized country, than *hrough the SME's own efforts no
matter how much helo and assistance it obtains from officisl
technical assistance agencies. There seems to be something alwost
mapical in such busiress linkapes whereby both partrers bere®::
from the arrangemsent.

- Althoupoh the roie of the "middleman” is maligned in terms of
his contribution to the economic Process, brokers are
intermediaries have an important function to performs in develcocoivg
business linkages for SMEs arwi peckaging specific busiress
transactions havirng as a component the transfer of technoiogy.
Intermediaries who know how to utilize the existing wnetworks in
the developed countries and in the country of the SME that  seeks
the teschnology can and do performs an important furction. Their
focus onr structuring and packaging a deal that the SME can
understand and evaluate is more likely toc lead to the kird of
technology transfer than other interventions.

- technology transfers more effectively by demand-pull than by
supply-push. An entreprensur may have heard of the existance of a
technological orocess and thus has been inspired to seek more
information out it. But it is far more likely that his search-
for the source of the technolopy will lead to the transfer than
were the owrer of the technology attempting to sell it.

More generally we have learnsd that SMEs do not thrive in an
‘inhospitable environment. GBovernment policies and regulations
(with which I will not deal here) reed to allow the entresrernew
latitude to operate. Credit facilities must he adequate tc firance
the nrew verture. Others have trsated that sublect iwore
authoritatively than I can at <his forum. 1 should like to focus
the remainder of wmy talk today on the framework of & possible
mechanism by which the SME can obtain the helo it reeds in a cost
affective way, to modernize his operation by access to industriasl
‘information.

In the time that remairns available to me I would like to desrcribe
for you a specific proposal for the establishmant of a nretwork
information service desigred to provide Third World SMEs with iow
cost access to sources of technology in the U.S. through the
arrangemant of business linkages betweon SMEs and U.S. firms.




A studv. operformed in 1978 by Arthur D. tittle for tne U.S.
Department of State, (Contract 1722-720077) entitled “"Technologv
Transfer to Latin America from Small and Medium-Size U.5. Firms:
Broadening the Chanvels”, examined ways to foster intermational
business partnershios in which & orincioal oblective is to
transfer techrnology and the manapement expertise to complement it.
The study concluded that "...some of the constraints that inhibit
the association of U.S. S/MSFs ... can be relieved by expandcing
the availability of weli conceived information and sSupoort
services;" and oroposed the establishment of a techrnolopy clearino
ficuse to perform such services including "...identifvine ootential
suoniiers... fby oerformingl searches through data baniks.
institutional information sources, the use of consultants...™ The
study found that many of the prooesed functions "...are now beinp
cischarjed by & wide rarvige of orpanizations, but no organizatior:
 is performivg them all iv an inteprated, purpcseful way....”

The A. D. Little study identifies the 'actors’® in this field as
follows:

The banking system;

Technology research :nstl:o’es

Private consulting, engivewring and research service
orpanizations as well as technolopy brokerss

Export oromotion centerss

Development banks and corporations:

The Internationai Executive Service Coros (IESD)

The U.S. Departwernt of Commerce Overseas Product ard Investment
Opooortunities Staff (DOPI0S) s

International investment assistance orpanizations, e.g., OPIC:

Technology information services such as NTIS and the UNIDO
service.

More racertly the U.S. Agency for International Develoowment has
initiated orivate sector develcpmernt orojects to facilitate
orivate investment in many countries within this region as oart of
its bilateral assistance programs. Often, these orojects i1rclude
comoonents designed to encourage business linkages betweers U.S.
firms and firms in the developing courntry. Lnd-rlyznq these
efforts is the assumotion that these interratioral busiress
linkages will accrue importart berefits to both opavtrers, will
cortribute to the growth and strergthening of the orivate sector
in the LDC, ard will result in irncreassed smploymert and foreipn
exchange earnings in the LDC. Business linkages irclude )joint
ventures ard co-venturing arrangements, such as oroduct scurcirg.
managewent and marketing suoport, techrology licersing or
acguisitior, <transfer ard absorotior, etc., which orovide the
local firm with rew techrology, modern oroduction managemert
oractices, quality assurance systems, access to rew markets and/or
caoital,




Trese RID financed orc)ects seek to establish mechanisms by which
iccal orivate companies may find partrners abroad who match thear
resoective needs, and helo foreign firms, (orimarily uU.S.
companies) find suitable local partners.

within the host coun‘ry the RID projects often suoport the
- strengthening of some sort of institutional framework for handlino
the foreign investment orocess. A number of these RID orojects
aiso include compornents for coerations v..lhin the U.S. to cerform
search efforts to locate possible U.S. investors or sources of
techrnology reeded by local enterprises.

Creating internaticrial Business Linkajes:

The process of.creating international business linkapes is varied.
depending on the size of the orooosed investmert, the extent to
which a proposed investment hacs beeri defined, and the eritity from
whence the initiative flows.

Many LDCs have established gpovermnmental i vestment oromction
organizations which enpapge in public relatic s efforts in the
westerwn caopital markets to gererate interest awmoro large
corporations to¢ undertake dirvect investment in their country.
These promotion efforts may be aimed at findino an investor for a
specific oroyect, but more often are of a pereral nature.

LDC goverrments which have set their sights to attract foreion
investors may idertify certain irndustrial sectors that will be
given special treatwert or that enjoy oriority for new investment.
Oftenn thess poverrments will ask their investment oromoction
agencies to “"search” for ootential foreign investors, without
having defired any specific venture. No local firm will have been
identified that has an interest in the prooosed venture. I1f the
initiative to create j)oint ventures derives from these oromotioral
agercies, there is greater reliance on advertising techrnioues to
"orcadcast” the investwent coportunities to the U.S. business
commuanity.

If the oroposed investmert has beer clearly defived, arnd 18 of
such & scale bthat it is suited only for a firm which has the vast
resources or the techroclogies of a "Forture 500" or £ ]
Multinational firm, the oromctiorr orc-ess takes orn a very
soecialized form. The search effort, to locate a short list of
cardidates, is relatively simple because the universe is swmall,
but the negotiation process is the costly element. :

Conversely, searches to locate U.E. partrers for co-vertures with
& soecific local firm, for ¢ verture that is of a modest scale,
are more difficult and relatively more costly. The local firm will
ol he knowledgeable about ihe available choices., will nut have
accaess to informatiorns scurces to help it iv the izentification of
potential partrers, ard the magnitude of the oroposed verture will
not Justify the caymert of larpe fees for a search service, either
by the lcoccal firm or by an internediary. And yet, the deuvelcomavit
strategy of wmany rourntries focus on facilitating the growth of
the swmall ard mediuw scale orivate sector. R low cost search
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service would be helnful to meet the recuirements of the large
number of LDC enterprises who might benefit from business linkages
with swal! and wmedium scale U.S. firms (i.e. workforce in the
range of 362 to 106,000).

A 1local firm may take the initiative to draw v an investment
orocposal in the hope of locating a foreign partner. Some LDCs have
suzport organizations that help 1local firms develoo such
investmerit orcoosals. R small to medium size U.S. firm that
determines it needs to expand into another region and searches
among the LDCs to find the most suitable location and partrner, has
usually defined the project and often emoloys intermediaries in
this process. Indeperdent irntermediaries may alsc take the
initiative, toc reoresent a client in one courntry whe wants to buc
arn invesiaent packape topether. They will act as brokers toc search
for a suitable partrner, earning a commission on the successful
transaction. I*+ is this segment of the existing and ootential
international investment community that reguires assistarnce in the
lirnkapne orocess.

"A feasibility study performed for AID and submitted on March 1,
1986 entitied " R U.S. INVESTMENT AND TECHNOLOGY ACCESS CENTER, —
The feasibility of Establishing a Service in the U.S. to
Facilitate Linkages Between U.S. and LDC Firms”, concluded that a
search service in the U.S. to locate potential partrners for LDC
firms is needed, that it is feasible to perform such services on a
rieutral arnd professional basis for more than one LDC, thereby
realizing significart econumies of scale, that such a service can
e self supporting ard would complewment and imorove the efficiency
of the present RAID firianced courtry specific arrangements. arnd
that nrno organization or service compary now exists in the U.S.
that could perform such a comorehensive service. The feasibility
study was then followed by a desipn study (submitted to RID in
July 1986) which described the scope, function and estimated cost
of such a facility.

Two major constraints to the establishment of these interraticnal
busiress lirkages are, a) the structuring of a soecific investmert
oroposal for an LDC firm so that it is possible to determine the
orofile of the poterntial cverseas partrer and b) locating suitable
and irnterested U.S. partrers for LDC firms. The two constraints
are related in that it is wmore difficult to search for a U.S.
partrer if the oroposed vernture has not beern sufficiently defined.
AID finarced mechanisms to address b) above for individual LDCs
have beeri fourd to be only marginally effective while high cost in
terus of results achieved.

In describing the proposed search service the feasibility study
drew the distiriction between the investment oromotior furnctiors
performed by each LDC, evd the search service that is
contemplated. Clearly the investment oromotion furction viow beirng
pe~formed (or contemolated) by each LVC to attract foreign direct
investment to its respesctive shores could rot be better nerforwed
certrally by a sirgle orgarnizationn for a multitude of countries.
Nor could & brokering furnction, (the actusl decal making) that is
riow in the hands of orivate irtermediarie., ba better . oerformed
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centrally. However, the very difficult ang costly task of
searching through U.S. industry to identify a short list of
Ictential candidates that wmeet the requirements profile of the LDC
firm, and have an expressed interest in considering such a
veriture, can be more effectively verformed for the investment
promotion agents, brokers ard intermediaries throuph a central
search service (ITRC). Because many new international business
linkages are co-ventures, with little or nc cash contributed by
the U.S. opartner, it is essential to keep front end cash outlays
for co—venture creation to a minimum.

The ITRC would need agents in the LDCs to sell its services. These
ITRC apents may also serve to identify LDC firms who are
contemplating a rnew investment, and assist in structurino
investmerit oroposals for them, probably by working with and
through the locally established promotion agents, brokers and
intermecdiaries. But the maivn burden of facilitatino the
oreparaticn of new investment prooosals in the LDCs would fall
outside the scope of the ITRC. It is hoped that the availability
of a low cost search service for LDC entrepreneurs may stimulate
intermediaries to become more active in this process.

To sum uo,  then, ITAC would perform low cost search services,

primarily through the community of U.S. small and wmedium size
firms, for clients that may be promotion organizations of LDCs,

agents and intermediaries operating on behalf of LDC enterorises
in search of U.S5. partners for co-ventures. It would also assist

U.S. firms to locate possible partrners in LDCs.

It would actively promote its services to U.S. and LDC firms and
assist in formulativg the orofile of the search request. But it
would not take on the role of investment oromoter for a particular
LDC, or that of deal maker.

For those oparticipants to this General Assembly, Congress and
Workshop that have a specific interest in the structure prooosed
for the INVESTMENT AND TECHNOLOGY ACCESS CENTER (1TRC), an
abstract of the more relevant sections of the design study follows
below.

ABSTRACT OF ITAC DESIGN STUDY DATED JULY 1986.
A) Categories of Clients.
 The categories of clients whose reeds ITAC would serve are:

&) The prircipals of an LDC firm sesking a potertial oartrner
in the U.8.

B) Agerits of the LDC firm, located either in the LDC or ivn
the U.S5. These agerits could be goverrment trade ard investmert
agencies, private consultants, lawyers, engineers, or possibly
LDC commercial attaches iv: the U.8. However, we restrict this
category tc agercies, intermediaries, brokers, agents or
represevtatives who have already identified the LDC firm,
have reached arn urderstandirg with that firm with rescect ¢to
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its caoabilities, nreeds and interests and are retained to
perform specific tasks for it, either for a fee or as oart of
their normal mandate.

c) Intermediaries, brokers and agents, located in the U.S5. or
in LDCs, whether operating in the orivate sector or as
povernment representatives, who are seeking either U.S,
companies or LDC companies a5 clients with & view to serving
them in the linkage process, either by findino a suitable
partner for them or by performing professional services for
them (legal, accounting, ouality control and insoection,
purchasing, freight forwarding, etc).

Category o) differs from category b) in that the client has
not as yet been identified and the profile of the ootential
sartrner has not beers established in the case of category o).
These intermediaries are, in effect, free lance promoters in
search of a client (s).,

d) Rgants of :1DC goverrments who have been retained to
oromote direct U.S5. investments in their client’'s country,
either in partrership with a local investor, or as a potential
investor in a privatization effort, or as a 100% irvestor in a
new facility. Often such agents will perform industrial sector
studies in the LDC and thern will seek cut suitable U.S. firms
with a view to interesting them in their client country.

e) Principals of a U.S. firm who are interested in locating a
scource of supply, or a partrer in an LDC. Such U.S5. firms will
seek information about the irnvestment climate, procedures and
regulations affecting the conduct of business in ore or
several LDCs. Ultimately these clients will seek partrers in
the LDCs and might seek the assistance of the ITRC in locating
‘such & partrer or, at least, locating an agent in one or more
LDCs to assist them in their search for a oartrner or in
preforming professiorial services (legal, account ing,
purchasing, quality control and inspection, freight forwardino
etc.) as reguired.

f) Brokers or agents retaired by U.8. firms (firnancial
consultarnts, bankers, attorneys, ergineerirg consultants,
accountarnts, atc) seeking assistance of the nature described
iv e) above,

Q) Ecoromic and comnercial sections of LDC ewmbassies in the
U8, seeking assistarce in finding their way throuph U.S.
industry, U.S. markets and U.8. techrology sources to oromote
U.8. investmert in their respective countries.

h)  UN agercies such as UNIDO or UNCTAD/BATT who are seeking
information about potertial U.S. investors, markets or
techrology scurces.




B) Catepgories of ITRC Services.

Let us now consider the kinds of services that ITAC could perform
that would be of value to one or more of the forepoinp categories
. of user. For this purpose let us assume that ITAC can organize
itself in such a way that it could obtain access to any
information its clients reeded and could orovide that information
guickly and at low cost. '

Venturer Search Service

The oprimary service would be the search service through the
U.S. business community to develoo a "short list” of potential
firms that met a orofile, established by arn LDC firm.
describing a need, and had an interest in exploring the
possibilities of a linkage with that LDC firm. The ITAC wouid
offer two levels of search effort at two different orices. :

R preliminary "venturer search® through U.S. industry would
vely primarily on ITRC's access to automated data systems,
such as Dun and Bradstreet, Trinet, Easyret, Dialog, Compmark,
Thomas Register, Predicasts, etc. The search would focus on
firms with employment levels not less than 300 and not mors
than 18,000 as that size firm is considered the most likely to
be interested in an international co-venture. ITAC would
utilize only the systems that can quickly and inexpensively
retrieve company and market data, without resorting to other
more labor irtersive and more costly systems. Nor would ITRC
check the credit status of the companies identified by this
process. ITAC would not contact the firms to determine their
interest in an LDC vanture. ’

ITAC would alsc engayge in preliminary searches to identify
importers, marketing and distribution chanmels, freight
forwarders, inspection and customs clearance agents and other
services associated with intermational trade, such as shiocoing
and packaging.

We beliesve a preliminary soarch can be accowmol ished at a cost
in th- range of $250.

A full "venturer search” would refine the result of the
oreliminary search through the more labor intensive retworks
to which ITAC will develop access. These would includ. U.S.
Department of Commerce industrial specialiasts, trade arnd
industry associations, the IESC volunteer network, the VITA
volunteer natwork, capital equipment suppliers and

. distributors, the consulting snginoering firm which will be
retained by I1ITRC, the American Association of Engireering
Societies, the information systems of the finantial
intermediaries, and other individual industrial traders - and
specialists who ITAC will retain. The search will include
direct contact by ITAC with the individual firms who are the
candidutes for the "short list” to determine their interest
and to identify the approoriate contact point in the firm. It
will also irclude a oreliminary check on the financial
standirig of the firm,
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1t is believed that the Ffull venturer search can b
accomplished for about $1689, which would include the cost of
the opreliminary search. The cost is based on an estimated 42
hours of work.

Technology and Equipment Search Service

Similarly, a "Techrnology and Equipment Search" service would
be offered to assist LDC firms and research institutions to
identify and locate technology, capital equipment and related
lknow hcw that is available in the U.S., and to facilitate
their aquisition.

In  wmany LDCs investmwent decisions to opurchase foreign
techrnologies are being ghde without adequate information about
the techrnological choices available and their relative costs
and benefits. Equally important, it is likely that investwments
in important economic sectors are not beinog made because of
the investor's inability to obtain reliable information about
the state-of-the—art and their perceived risk of undertakingp
an  investment in a marufacturing process that may be obsclete
or inappropriate to the local context.

Information networks, primarily through the U.S. engineering
consulting irndustry, but also through private information
systems specialising in capital equipwment producers, can be
accessed at Jow cost to provide speedy and reliable service
for LDC firms. Registration lists for techyvology excharipes and
fairs offer useful Jleads toc licenseable techrology. The
Licensing Executives Society, The Natioral Technical
Information Service, the Defence Technical Information Center
ard its network of Techviology Analysis Centers, all can be
utilized to locate sources of technology in the U.S. of
specific interest to an LDC firm. Much of the techrology will
be ¢ ~oprietary, either because it is patented or because it is
closely held. But at least ITAC can identify the U.S. firms
“that manage the technology. )

A prelimirary search is 1likely to cost the sane as a
prelimiviary Vertursr search and would orovide the cliernt with
& brocad description of the informatiorr that is available, the
scurces of such information, and the intermediaries that are
able to assist the client. Full searches for soecific
examinatiornn and arnalysis of techrnclogical orcoblems would have
to be charged orn an hourly basis.

Conceivably ITAC would combine the Venturer Ssarch and
Techrology Search to assist in putting together joint vertures
betwaenn a U.8. firm arnd an LDC firm to undertake an R&D
project along the lires of the U.8. - Israel BIRD Fourdaticon
effort. A similar orolect is now begivming imolemertation irn
India, firnarced by RID. The ITAC coulc be used by ICICI,
Bombay tc locate poctertial U.8. partvers for Indian firms,




Intermediaries Subscribtion Service

Those agents, brokers, lawyers, financiers, and all octhers
engaged in the business of promoting or servicing business
. linkage arranpements or technology aquisition, licensing and
transfer would be interested in information concerning LDC o
U.S. firms that have requested search services. ITRC could
offerr a subscription to those parties, and would allow them
daily access to an electronic bulletin board and/or hard cooy
newsletters arnnouncing these activities. Of course, such
information would only be broadcast if the client agreed.
While some larye U.S. corporations would not wish to divulge
their interest, smaller firms, particularly those in the LDCs,
mipht welcome the exposure. :

ITAC would subscribe to existing data bases and would not
duplicate available information sources. On the other hand,
ITAC's ooeratiorns will pernerate new data that is relevant to
its work and will hsve intrinsic value. Typical examples are
information about LDC support facilities for investmert and
techriclogy transfer, U.S. support facilities for oromotion of
trade, investment and techrology aquisition and sales, lists
of U.S5. companies that have operations in LDCs, oprevailing
rules and regulations governing foreign investment .in each
LDC,sources of data in the U.S. about each LDC, 1list of
registrants at variocous trade and investment seminars and
missions, etc. While most of this data is freely available,
one must know where to find it. :

Perhaps the most valuabld ITAC private data base would be the
“Irtermediaries Registration” list, described below.

It is difficult tc estimate what such a subscription might
be worth to an intermediary. Clearly the fee would have to
differ for one located i an LDC and ore in the U.S. unless
RID were to provide a subsidy for LDC subscriotiors.
Furthermcre a small law firm might not find a subscription as
valuable as a major bank. Nevertheless, for plarmming purposes
we might think of an average fee of $500, with a target of
1202 subscribers by the end of the second yaar, offering a
discourit to subscribers for the use of ITRC's search service.

Irtermediaries Registration Service

Similarly, requests by U.8. or LDC firms for ITAC to orovide
referrals tc legitimate agents, venture capital firms,
professicoral firms and intermediaries, both in the U.8. or in
specified LDCs, could be accomodated if a registration service
were offered to the intermediary ard oprofessional service
comaurniity. Registration would require that the intermediary
would agree to abide by certain rules of ITAC, ircluding
adherence to a standard success fee schedule and fes sharirng
arrangemerts established by 1TAC.
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For bplanning purposes we are using a listina fee of $50. oer
year and anticipate 2000 listings by the end of the second
year. Subscribers to the ITRC would receive a free listino or
the registration service.

' LDC Investment Climate RAssessment Service

U.S. firms who are considering a possible business linkape or
direct investment would wish to be aoprised of local
conditions which prevail in the LDCs under consideration. The
information might range from risk assessment to information on
procedures and regulations governing investment, trade,
technclogy transfer and foreign exchange restrictions. While
there are private risk assessment services in the U.S. that
will be tapped by ITRC, consideration should be given to the
collection of relevant information through the ITAC linkape
arrangemernits with LDUs and some processing and analysis by
ITAC.

L.DCs who wished to be included in the ITAC network would have
toc comply with ITAC rules concerning the disclosure of
information concerning trade and investment policies and
regulations so that ITAC would be certain that it had the
latest information. In return the LDC commercial and economic
officers in the U.S5. would be entitled to subscription service
rights.

ITARC wmight wish to obtain commitments from the LDC that it
will publicise the ITRC operation to its orivate sector. The
LDC would also have to assure that its investment community
had access to foreign exchange to pay for the ITAC services.
Rliternately, RID could make available facilities to allow ITRC
to charpe in local currency and then convert those revenues to
dollars.

ITRC must maintain its integrity in providing information
about the prevailing investment climate ir: each LDC served by
.it. Under no circumstarces should it mislead its clients. Its
assessmerits should be as rigcrous as Moody's Bond ratings.

Gereral access to this sort of information might be wade
available tc all subscribers as part of their service.
Soecific inquiries would probably have to be charged on an
hourly basis.

Other variations of these five basic services are oossible. For
example, a firm that has commissioned ITAC to perform a search may
riot wish that information divulged to others. It may, however,
wish to obtain specific raferrals from ITAC to ore or more
irtermediary service comparnies.

A detailed fes stru~ture can be develcped for each of these
services only with the berefit of actual experierce. Conceivably
ari irtermediary might wish tc be registered with ITAC but would
rict wart a subscriptiornr or access to the bulletin board.
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The five basic services described above would form the core of its
operation. ITAC will have to be in position to offer effective.
efficient ancd low cost search service to its subscribers (the
intermediaries and brokers) from the day it opens its doors to the
public. Its mandate would be to reduce the front-end cost of deal
making. -

C) Other ITAC Services in the Future.

ITAC will wish to offer other services based on market desand as
it becomes reccgnized- for its ability to serve its constituency.

Probably the most important and most urgently needed service will
be "investwent packaging”. This will invcoclve the aggressive
pursuit of completed sesarches performed by ITRC for its clients to
bring them to the point where an intermediary or broker can take
it over. It is difficult to draw a precise line to demarcate where
a "packaginn” service would termiviate and a brokerape service
begins. But ITAC should have some interest in seeing that its
search services are brought to fruition in the form of a concrete
co-veriture.

" In addition, ITAC might perform some research and data collection
functions to take advantage of its unique position as a
clearinghouse of information on U.S. busiviess linkages with LDCs.
Case studies of follow up action toc the ITRC search cperation
might yield important insights into the dynamics of international
bLsiness linkage development. They may also yield some interesting
success stories that ITAC itself could use to stimulate a greater
interest among U.S. firms in exploring the possibilities for
improving their own position through such linkapes.

ITAC might also:s

- provide feedback to LDC Goverrments on the U.S. business
community’'s perception of the investment climate prevailing in
their respective country, and those specific reforms which would
improve their competitive position for U.S8. direct irvestments

- provide similar feedback and information to U.S. Government
apencies (EX—IM Bank, Commerce, OPIC, AID, Trade Develoomert
Program, etc.) to identify constraints to U.5. investwent/trade
activity with LDCs.

- perform market research for LDC firms,

- direct clients to available sources of financing for
investment projects.
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Some irconclusive evidence suggests that there is latent demand
for ITRAC services in the U.S5. business community. R number of
seminars held by such organizations as the Small Business
Administration, VITA, the IESC and variocus bi-national business
councils have generated interest from U.S. firms who simoly did
not krow where to obtain information about foreign business
obportunities, A wodest promotion effort by ITRC, broadcasting its
--offering of services, and pointing cut that many U.S. firms have
undérutilized: assets that are in demand in LDCs, is likely ¢to
_generate demand from the U.S. business community. '

We estimate that the threshhold, or break-even point for ITAC will
. be revenues of $1,A00,008. per year. That works out to 1000 full
.searches per year at $1600 ocer search.

- That fee structure would do little more than cover costs for the
first 1000 searches. The preliminary search is oerformed at break-
evenn cost at any level. It can be arpued that the fee structure
represents marginal costs only at any level that is reasonably
achievable in the first two years and that sipnificant profits are
unlikely. Any flexibility would derive from the subscription fees
and registration fees in the event those services gererated
substantially more revenues than is projected. Therefore,
consideration might be given to establishing an arrangement with
ITAC clients for a formula to share success fees and/or to obtain
finders fees for venture capital and equipment purchase referrals.
Such an arrangement would, among other things, provide an
incentive to ITRC to perform its functions with the ultimate
objective in mind, that its success can only be measured by actual
ventures achieved.

ITRE would have to operate in a minimum of 15 countries, sach with
an average of 67 searches per country per ysar to reach the break-
even point. That should not be a difficult target to reach.

D) Overall Structure of ITAC
ITAC will requires

1) & rwtwork that will have direct cutreach intc the LDCs that it
interds to serve.

2) carefully crafted linkages and access to the U.8. orivate and
public institutions that will form the retworks through which ITAC
will find its way through the U.6. Lusiness community to locate
partrners for colaborative international linkapes or sources of
U, 8. technology for LDC @1, ~eprenesurs, and

3) & certral operating staff tc manipulate the nretworks and
irnformation sources in order to perform the services for its
paying clierts.




The ITAC services depend on successful performarnce of each of
these three operations. If any one of the operations breaks down,
+he result will be devastating to the overall service.

No organization now exists that performs the kind of comorehensive
search services envisioned for ITRC. Therefore there are no models
for ITAC to - follow. ITAC will require & ocuality assurance and
control system to make it fully responsive to its mandate.

E) Linkage Arrangements in Participating LDCs

The overseas counterparts of JTAC wmust perform six major
furnctiorns:

1- To publicise the 1TRC services

2- To-sell the various services offered by ITRC

3- To assist clients in formulating the search recuest

4— To follow up with the client after the search results have been
submitted by I1ITRLC,

S~ To search in the LDC for a local partner or agent in response
to ITAC search requests from U.S. firmes,

6- To obtain information concerning the prevailing investment
climate and report it to ITRC,

There are many organizations that would play important roles in
support of thess functiorns. They includes

Americann Chambers of Commerce in LDCs

Local Investment and Trade Promotion Centers
Local private consulting firms,

Local industry and trade associa’ions,

U.S. Commercial Officers

USAID Private Enterprise Officers

 The 1ESC Country Director

Local R&D Centers » '
Organizations publishing economic and trade news,

It is not realistic to expect ITRAC to cperate effectively without
a paid designited representative in the country to oversee the
operation. This is particularly true of functions twe and three.
The 1ITAC local representative will be oaid a commission out of the
fees collecteo from the clients. Ome or more local agents may bde
available to perform these functions. And that agent may wish to
share his fee with octher actors and organizations on the scene.
But control and direction will have to come from the ITARC.

Formulation of the search request is an extremely imoortant
function to avoid wasted effort in the U. 8. This function has
beer:r found to be particularly time consuming in the operation of
the ABLE program, a program administered by the Internatioral
Exscutive Service Corps to promote American Busiress Linkapes.
Requests from U.8. firms for searchses in LDCs will not require as
wuch time for search formulatiors as those originating in LDCs.
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F) Linkage Arrangements with U.S. Institutions

Linkage arrangemsents in the U.S. are required to accomplish the
following: -

- = Search through U.S. industry at minimum coat, to identify
a short list of U.5. firms that meet the regquirements orofile
of the oversesas client} ]

- Proadcast specific reguiremsnts information about LDC
opportunities to intersediaries and interested
U. 6. entreprensurs in the hope of triggering an inquirys

' - Provide information about LDC investment conditions and
business contacts to U.S. firmsg who are active in the
international marketssg

- Market ITAC's services to the U.S5. business community.

The search function will be reactive for ITRC. There will have to
be & client who requests ITAC to perform that search. The
remaining functions are of a promotional nature. ITAC will have to
take the initiative. It will  be proactive in .an effort to
stimulate interest on the part of the U.8. business community in
sesking and exploring opportunities in the LDCs.

ITRC's linkapges in the U.S5. will be of two kinds. One will be to
market its services to U.8. clients, feeding information to those
clients. The other will be to collect information within U.S.
industry and trade in response to requests from its overseas
clients. In many instances the sase linkape will ssrve both
functions and information will flow in both directions.

WHe believe 1TAC will serve those elements of the U, 8. investwent
banking and commercial banking communities that are engaged in
international trade and investment. It will develop close linkages
with the trade associations, chambers of comsmerce, and other
busiress orpganizations involved in international bhusiness.

The search function will be performed at two levels. The
preliminary ssarch will use the ADP systews available to access

the U.8. private and public in’ormation sources, supplewented by

the extensive ITAC busivwss library reference collection of-
divectories. The preliminary search results will constitute the
information base for 1TAC researchers to perfors the full search
if requested by the client.

"DATRBASICS ~ YOUR BUIDE TO ONLINE BUSINESS INFORMATION™ by DORAN
HOWITT and MARVIN 1. WEINDERSER, published in 1984 by INC.
Magazine, is probably the most authoritative discussion of the
state of the art in available information systems dealing with
online busirness information. There are 1literally hundreds of
private and public data bases which offer information that is
commercially sold to the businesss community. The ITRC will
require access primarily (but not exclusively) to data bases which
provide company specific information.
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R select number of data dases are becoming domnant ain the
industry ancd are owned by companies that keep the data bdase
current. For example, TRINET, a subsidiary of Control Data. has a
data base covering 465,000 establishments each with a mininum of
20 employees and repressenting 90X of U.S. commercial sales. Each
month 40,0080 of thess sstablishsents are contacted by Trinet to
_keep the data base current. For cosparison purposes, the Thomas
Register contains 123,000 production units.

ITAC will develop access to networks to obtain informsation ¢rom

oroduct specialists and industry specialists who could assist

- ITRC in finding its way through U.S. industry. Some of the
networks to be utilized are:

= JEBC’s retwork of 9500 retired volunteer executives in thc u.S.

. YPO's network of S008 members

- VITA's retwork of 4500 active volunteer engineers

- U.S. Department of Commerce industrial and prodnct specialists

- U.S. Industry and Trade RAssociat:i.

- The Horld Trade Centers' network

- The #Afmerican Association of Engineering Societies and its
400, 000 members

- A firm of consulting engineers to be retained by ITAC

- Prominent product specialists and firms normsally retained by
U.8. industry

- Professional firms servicing U.5. industry such as lepgal,
account ing, management and enpirnesring consultancy firms

- U.8. capital sgquipment manufacturers

- The financial and investment banking community

- State Development RAgencies
- U.8. regional business associations

ITARC would establish working relationships with the foregoing
rvetworks and utilize them on a continuing basis ¢to perform a
winimum of five searches per business day. This is a labor
intensive effort. ITRAC researchers will, in many instances, pay
these networks for services rendered, and develop the results of
the preliminary search into a highly qualified list of lcads that
the client can pursue with confidence.
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