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1. Introduction ·· 

/ The pl;lS·i·~. ob~~cti~e~ of the . paper are· to underline some existing characteristics: 
criteria .for the identification of economic potentials. issues related to the strategy 
of stren thening· joint ven.tur·e undertak-ine,s especially among public enterprises, to 
present some of the results of the seminar on Joint Ventures of Public Enterprises 
held at ICPF. in 1980 and finally to indicate some policy measures which seerr. necessary 
for the p,ro111otion of .this ·fo.rtP of .ECDG • . = _. 

. . .. ,. 

2. The Extent and Characteri~-dcs: o{ E~ist:ii;ig Joint Ventures of D~v~Joping-/Countries 

G~ e r'aliy' it is b~lie':'ed that there····~r~.- not .m~;ny join.t ventur~s . ~~~ng d~yeloping 
countries 'but studies in this field showed that .they exceeded expectations, indicating 
quite a nu~~er of inv~s~ments among developing col.ll)tries. At the same .time . it was 
noticed tha:t tpey: are rapidly gaining in importance. The study of the : Re.search Center 
for Co-operation with Developing Countries (TCDC/2/lNB.6, May 1981)' :i.dentifi.~d more . 
tha~ 600~Join.t.V~r\ures amon·g_ .. P~veloping Countr~~s. ,. L.T. Wells Jr~ ·y :· ~den~~f:i~d -823 . 
manufacfur~ng ·proj~ets originatinp in developing ~9untries and later as mariy ,as 
2.000 develouiny countries' subsidiaries. He estimates that this is only between one 
third and one quarter of the total. That would mean that the total number of developing 
cotmtrie~' s-ubsi<Jtaries .would be in the region <>f 6.000 - 8.000. 

The i~ternatiorialization of developing co-uriti:ies' '£lrm5 . is ariyhow a rather •' 
rec.ent phenomenon and due to the lack of data it ·is · reaiiy not possible to reliably 
estimat~ the actual scope , a:nci sipnifi,cance of t~is _phenomenofl. Neye_rth,e~ess, it is 
ob~io~ that Latin MJ~rican ,_ and As.ian .. investors . ~re· j..n ,the. l_ead -~l)ile .African ones 
are ·somehow lagginp ·beh~·n1 ~ :.~1 though many stud~~~- ·h~ve .sh_o\>,in t~at they ~re : alse> ,.. ._ . 
gaining in importance~ ;. :lJNCTAD -~~udy . (T .D ./1.VAC:,il~/R. 3·, l~7~) i,d~~tifiep. a .li~t ,of .·. 
53 Lndustrial projects , iri: , Aftica of ·yarying 1¢'yrl~ _of ipyes,trne~t$. )bis ce;t;"t~inly . > .. , 
underestimates t}:le real nl).mber • which ··_can, b~ illrultra,:t'ed .by th~ fa,ct that .onlj( i_n . ·._- .. _ 
Nige1·ia , in the same year, 5'4 investments were regi's·tered 'frc,m Qther .develop~ng . . .. '' 
countries (24 from Asia, 21 from Middle East and 9 from Africa). In the UNDP study 
we ident ified . 28 :[9int Vent1,1res . of ;ot]:lel' d~velopit:1g c~untries . l.oc~teq in .the , Sudan. 
At the ame time Yugo~lavia Jlow ha!? mQre ·th,an 30. Joint 0Ven_tures ·in A:fTica. .-... 

• f \ - .. • ' ~ • • • 4 • 

The information usually u~qe_;es'ti~a~_es ,th~s . form :of' mutµal ., co-ot:>eratio~ between 
developi ng countrie·s ~- Ii:t a n~e.r ,of .coun.trie_s o-utflows of J.nvestmentS. are ·not 
register ed due _,to ; their foreign _'excha~ge ~nd .'<;>,tf1er restric:tio~_s·. . Unf~rtunately the 
existing information ·does ·not allow a reliabie estimate of the fac_tual .share, · 
importance _and role of public enterprises in developing countries' joint in.vestments. 
Th~ ava~ lab le case and couAtry ,studle~. nevertlle_le~.s .indJcat~ that they ar-e ,in a 
minority reg:ardiniz the _· to.~al nu~e.r .of exist:ing., j.9.1,nt -,.v~nt\}re~ and that private and 
mixed compani~s ·,still pr~domiriate, ·esi?e.ciapy iri nia,:i\ifacttirine, in spite of 
ciiffere.nces in their role in different 'economic sect·o·rs •· · .... 

Y L. T. Wells Jr. Multinationals from Latin Ametican · and Asian Developing Countries: 
Ho they Diffe1, Harvard Graduate School of Busi~ess Adwinistration, 1980, p.3, 
and the Third World Grows its own Multinationals~ International Management Review, 
January ~982, p. 39 •·· 



E/ECA/PAJ'tfM/PS/82/4 
Page 2 

Compared to the total number of subsidiaries in the world (more than ao;oooj 
and the ones established in developing countries (mor~ than 20.000) the sub­
sidiar~es established by developing countries constitute only .a small portion. 
Therefore ·· it is safe to say that developing countries have not yet developed this' 
form of mutual co-operation enough and that other forms of: ECDC are far ahead: 

• • • •• I • . • ~ I • • • • ! ~. • • 

In order to elaborate the long-term strategy 'of the 'est.ablishment of joint 
ventures of J!!Ultinational companies of develooing countries, which is needed in 
order to systeMati~ally promote this form of ECDC, it seel!lS to be indispensable 
to ·identify at- least some of the exis.tin~ characteristi.cs of . investments p]T!Ong 
developinp counfties • . Unfortunately; it is only possible ·to -iden.tify one 
char~cteristic of joint ventures amonp. developing countries . in e~~eral . and. only 
indicate .som.~ charactaristics for public enterprises joint ventures in particular_. ·._: · .. 

• • ·~ ;"I'-:, 

;. ,·, .. The -·,majori ty of joint ventures are established within :"·regional integration -,...:_ ~--, .. 
eroupings or .rep,ions in ~eneral, Mutual i'nvestJ'llents , of developinp countrie,s on . ·. 
the. inter-regional level constitute oniy a small share in the total number of 
existing joint ~entu~s. L.T. _l'lells has identifit:d· 30 Hongkong-, 1-4 T:aiwane_se and .. 
47 _Indian projects in Africa .which, _in most . cases, own their existence to .. ethnic:_ , 
. li_aks. .. . · · .. · , .. : : .. 

This number is growing lately, especialiy in industries 
leather. Ethnic ~d historical links ar~ .. amonF . the strongest 
type of long term busine:5s co.-operation. · 

like textiles ·· and -~i 

stimuli for; this 

,The· s.econd major fea~~;e·: ~f exi_sting inve~~~~~ts:·in developinCJ cotmtrie_s •' is 
that they are . mainly based on factor cost advantages such as cl!-eaJer , labour-, cheaper 
manageri,_a~ costs, min_imal costs of technology trans£:~T, . adaptation of te~hnology . 
to small scale productio.n, factor endo'wments·· and ge11eral conditions. Existing ., 
joint ventu~s . are characterized by labour inten~ity · and st;:i,J).dardized ~echnology 
and prevail. i.n' :;ecto.rs such as.: food, -textiles_, .machine tools, elec.t11> mechanical,-.·•·~, 
products, leather- industry,etc. :, . . .. . /~·- :.·•. 

Th~ majo~ity of joint ventures h~~;- bee,n established at the ins.tigation of · ·~·'.~ .,._,. 
one partner coun.try. They are rarely the result of simultaneous initiatives of 
both partners • or ~ven of co..-ordinated action, . intergovernl!lental agreement or.,a .,,., 
systematic cpmponent ;of lpng term jo"-nt vent_ure strategies. within the ,na~ipnal . -. , .. , . 
or rep..io~al .dexelopmen~ ~trategies.. The.. situation is soJ!leho~ different_ in the. .- ..... 
case ·o·f nubl_ic·_ enterprises,-- which are frequent_ly established. on th~ _-_basis __ 9f .,· ~-:,:0:-?···/, 

int;e_Tp.oy~rnmenta.l agreel!leJ.lt. . .. ; , .. · ., ·· .. ,. . .·•-~ .. • . t , , ·- . . .. 
o;.,.l ,"1• -.#' - ••• ,._, ~ ~f • I •·, ·.-~-' ~ • 

The highest .;intensity in the existing- n.attern _of joint veqtures among deve.lo.ping 
countries is amonp. partners . at di f.ferent. i~_ve ls . of economic de'°~ lopment. , Th_e JJJPr~ . : 
advanced developing countries are be~9ming incr~asingly ~'!YPOrtant . investo~ in 9~her 
developing countries. 

·I. • 

. ·•.· 

L.. 



E/ECA/PAfmd/PS/82/4 
Page 3 

Inves tments among developinf countries take place mainly in manufacturing. 
Capital i ntensive investments in raw materials eJ1.---p:ioi i:ation have not a significant 
share. The .sit\)ati.9q Js, by sectarial dfat.ri_bution~ di(ferent as regarding pubiic 
ente~p~ise . i~y?l~_emen~ iii forei.ri, j,J!vestments .. in other dev~loping c.ountries. Their 
part1c1pation_ '~s ~he, ~tx;_qi;,yes.t .,1:n spme ~f t:he key-secto-rs of . the economy, such as 
natural ·:re·soUrc,es.;· · fr~p~port ~nd ·communications, basic. indus.t:cy such as steel and 
petro-che fca~·~•; ·£o·reign:. tracJe, ~nergy, and .infrastructure in -reneral. 

•v • I ~ • • • ;. + f . ' • • • , ' I • ', , 

. .~ :- ; . i . ..., . ·.. . .. . . . , ~ :· '; .~· r ~ -'.. . . , 
Pub lic :eri~erprise joint vep:tures are _a much ~ore· recent phenomenon- than the 

inter,natio11a·1t~)1t.f on of PTi vate ,firms. . Soll!e in4ications show that we could 
dirferentiate three categoriesof .. publi~ entel'.J)rise joint ventures: r a) jointly 
owned an managed enterpTises l;>y . ov~rnmen.ts o.f . two or· more developin~ countries, 
b) basic lly' national enterprises expand~.nf! th~ir activities . abroad in response· to 
chanr,ing conditions, and finally, c) originally private enterprises which have been 
national i zed an~ have already oreviously expanded their activi~ies abroad. • 

.. ' .. ... ·_··,_ .... _;~· :;" ···:. -~·--:_:<_<. ·.: ··_ , .:· .. ' .· . . : ··-· :. '::.~ ._ .. : .. '.' . -·,.' ·,.' . 
·· A special characteristic of public enterprises, compared to private ones,is 

that due to the frequent.., ~irect ·or indirect, subs,i~i-~s from their gove~unents, . 
prefe,rential t~eatnient or even · mon(?poly position . th~X .: ~r~ g~ner~llY. in a better · 
position to · compete · with .. foreillJl enterprises thal) . the priv~te sec·tor. The 
doMinati on ,. of transnational enterprises . in ' t.fre int'e~ational economy may .find a . 
more ef fccti ve challenger iri ~publi C enteb>ri~es:. . They seem to. of fer a . more effective 
bargaining · mechanism vis..:a-vis transnationah • . Public enterprises have special · .. · 
advantares ;~d ·capacities to ·overcome th~ .financial, .solh~ n1arketinp arid other · : · 
barriers to entry into oligol)olistic sectors wl_lere s_cale economies and their ability 
in the e conomic and legal'· 'arrangements' of the projects are important. Public 
enterpris es can use government officials for initiating and administering foreign 
projects and scanning investments onportuni~ies~ 

t • • I • 

• • •; • ' I• I '_., ; • '1 ". ; ••• ~ • Jo • • • .: : •• • 

Pub lic e.nte:rpl'ises ar.e -better ·suited for t~e realization of l ~ng-te~ national 
ob j ectives and . priori ties and' can the·tefore mak b¢_tte r U!,6 of co-operation with ·.: 
foreign artmers · in general ,' ·,. ' · 1 •. • • · '., . . •• , • · · ' 

Al th~~~~ ~ubli~ 
1
~n~~r~~i·~·es~ c~n serve as a .: ~~n:e~ailing pow~r --~~ ·t;ansn~~ionals, 

s_ometimes· even an -alternative to them. we 'should not ' idealize the possible role of _-
1?ubXic sector ,enterprises in , jo-fnt ventures among develt>pinr, countrie"s '. There ~:re : · 
also important llisad.vantages. · One · of theni is that frequent monopoly :oositipn . does 

~ not stimulate the achievement of ·efficiency _ of operations. They are fr~q.iently not 
very f ast in taoping the! ol)portuni ties and ·· realizing the ideas. It is therefore 
neces sary to evaluate the advantages and disadvantages of joint ventures· by public 
enterprises,topic by topic and sector by sector. 

\ r ~- ••. I ; • t .--•• ~ ' ' 

As coml)ared to transnational enterprises, · several di ffer~ncies can be identified 
as specifi c characteristics of joint ventures or mt1ltination3:l _enterptises of , 
develooing .countries. lhat does not mean that multinational enterprises of developing 
countries are by defirii tion diffe·re:rit ' from -transnationals. · · · 

* See also K. KUJ!lar, Multinationalization of Third World Public Sector Enterprises·~ 
in, ~!ult i nationals f.rom _Develo11ingr Countries,: Lexingtp'n Books, 1981', t>'. 190. 

: ~ 1 ' . ,,. 
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Among the existing differences in favour of developing coW1tries' joint 
vent~res compared , tQ t~ansnati onals we can stress the fol lowing: the l)ropensi ty · 
of partners from . _developing countries to adapt to local conditions is · stronger, 
integration with. local -economies is ~ore .intensive, there ·is less political 
intet~erence f:rom developing countries' firms, the propensity to joint ventures 
is stro,iger in the case of partners- from- developing countri.es, possibilities £or 
unpackagirig and thijs maximizing local inouts are stronger,- management st.yles, · 
adaptation of technology and management styles to local conditions is more frequent, 
teehnology is usually adapted for the smaller scale production and' lower quality of 
local inputs, investments prevail in labour intensive activities and not' in research 
intensive or .trade marks intensi¥e activities. · 

C 

3 • . Elements of the Long-tern Strategy of the Establishment of Joint Ventures Among .. 
Deve'lor>irig C0t.m.tries · ~ 

Joint vantu~e; are one?ihe fonns of economic co-operati~n which encompass . the 
association of labour and production factors on a wider, regional or global basis. 
The conditions produced by the technolor;ical and .scientific revolution create the 
necessity of the wider, even global combination of production · factors as a law , 
governin~ the process · of developme.nt. Internationalization of producdon is a 
progressive component of development to the extent that it is rid of explcitati ve 
relations .imposed by rno~opoly capital or various_ systems of h_egemony. If based. on 
equal o:r; joint responsibility and interests of all piq:tners it could lead .to . tbie 
development of uroductive •forces. 

' . 
Secondly, joint ventures constitute a levei:: for restructiµ-ing interpational 

eccno:ni~ relations ahd :the improvement of the position of developing coun_tries in 
the international economy or for the elimination of the old vertical type of 
inter.ration of deve.loping countries in the inte_r:_national division of labour. · The 
result of this induced type of development is a similarity or ev,en competitivity of 
their ec·onomic· structures, limiting their possibilities of c.o-p~~rat.ion. In such _ 
circumsu.nces, joint ventures could induce other forms of co-operation among· developing 
countries, creatin~ the need for co-ooeration through forward and backward linkages. 
They can h'e ··regarded as a nu~leus stimulating ·other production links and increasing 
th.e resistt nce of developing countries to ·shoi:te( market fluctuations ~nd even political 
differences. · '.J'rade ·flows originati,ng _ from joint v~ntuz;es could. be ~ore stable and 
less exnosed to strains tha, traditional · trade. - · · 

• ' . ' ' • ...? ~ ~. . " 

A stra·tegy of promoting joint ventures · c-ali:s .. f~~ -buj~~-in-fl~xll>ility and. 
adaptations at different levels. G'radu~i a~ci'_ f~eri,bl~ .. fo'ri;iulaf s.re , the precondition 
for necessary adaptations to the changing interest of the partners. They ate not a 
permanent cornnon interest but one likely to remain , for long enough to provide 
benefits and s tabi 1i ty . to all partners over . ii iei-_tain . period . of ti me. • 

·;... ·;. :: : . . 
_. ~ .j • • I • •., 

* R. G-r0en: DeveloJ>in~ Countries' Multinational Enterprises, Notes Toward an 
~rational Co;nponent of Third ~orld ,Ec;onomi.c :Co-.opCr.ration. Conference on ~conomic 
Co..;.operatic-:i and Trade· among DC's, .Tlplis,, April .19l,7, pg. 8 · •· 

' . 
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We believe that within the strategy of prornotine joint ventures among. developing 
cotmtrie s there is a special need f9r specific .. ~ncentives ;fQr j·qint tmdertalci,ngs i-n 
modern skills ang. ., teq})nology ·intensive ac;tJvities and those where economies of scale 
are 1i'ec;e~s.µy .. . - Thu~.;: joint ·· ve:ntures ~re not only ,regarded as an i ns'trument -for . · • 
develo-pi n~(ind4tl'ia!_ er· other a!Cti vi'ti'~s c;m '. the basis .of the cos_t advant.ages, but . "i 

especiaUy· a v_ehici e . th.rough which · ·developing coun.tries . could·· also undertake- activities, 
which ~in' 't:lle ,_ ~o~ditions ·of limit~~~ra~~om~~ m~rk~~s .. and the av~ilaoility of reso,urce~ 
cannot be und,ertak~n -.aloue .' · Follow1nir·oniy . a ,.devel9prnent pattern based on "c.omparat1. ve 

~ ~ . .. .. ' ,... . . ~ . ' ~ . . . . - . . ' 

advantage~ " in che2:per, ,,lahour ~· in · s'Pi te · qf short·-term attractiveness, deveJoping , . 'H · 
.... •• ' - ... •.• • • 'j .. ... • • • 

couiitt~es! ·e.ouJ_d. ;not .~w.bark ori really pt.odu'.=ti:ve .qeve·lopmeht'. · Modern tec.tmology ·.and=,;, 
researc · 'int.en.~! ve ac~i,vities: wi 11 be, in such a case, "reserved" for ·industrial 
countr.ies · ·ancl' the.- gap between No:rth and South could only be frozen. Developing ._. t 
countries I joint ventures stratep.y should therefore be based not , only o~• the erl-stinf 
al location of factor endowments but nrogressi vely also on the nec'essary changes ~nd 
restructuring of the international economy. ,:ti.is orient~tion is especially ~mpdr~,w~. 
for public ent:erprises ,~ i~c,~ .they have: in . many ·_deve lopipg cot.mtr.-i~s. a. key role; ir\ mariY.. 
of J:h~:1~ehno-lofY ·,or · c~i~•a1 . i:ntensi v,e• ::;ectors ·.-' · ' . . ., ~ ·~ · ·1 . '~1 .. 0 11_ ,. ,,.1: ., 

•·-:.-, ;J•t -; :.,(•-• ,· / J •J~• -•1 .,t •,~ I ••i,~j.'J,.:.•- /' ·': ••#•:.: .... ,.., . .,·,.•tu·,.r~J•~J./' ... ! ,•1 ,,,. L.• 

Ait~gl\ '. i 't i~ mt,ich i e·~si.~1\ iQ··. the·. short ·:t'erm . to ·a~\tieye th~.I benefits · of j~in1t '..'.; I 

ventl.tl'e~., iI1µl11.at"keting·/~en4rfi.:~~)-'f ,production- ·nn~ert~~ngs de$eTVe to ·be emphasf ;~d .· ~~f: 
lonr tt~~ lp'erspectiv~ .• 1 · TI1is. i.s. th~ sector ·wher~; by ·,?.i ,nt a,cdon, .1developing cQ~tB~s 
could bene(i-t ·: fr0Ji!'lecci~o1¥es· of scale ·and, · by -.~oring ,thei_r resources;· overcome! ~ny .. ~-'-
of ~ :limit-at:i'Ons··of' ~ -~11. '.n.E\don'1.l markets. . 'fflerefore joint venttires · must ·be ,. · · 
gradually ~UPPlEimehted by' Hnkagcs with t::-!:..--:.:::port and related activities. Finally,, 
the linkages with p-~duction are optimal in orde~ to ~aximize the development effep~~ ., . 
of joint ventures. Production .. .j o:!.n!.- v~~tu:-e3 • dill -for r.iuch . stronger advanced ·c·o~i til!ents 
from the•;P.1'-Ttners . .> :·~eyi fr!G~ _- 4iffic{iities in achieving: a 'baianced ,_distributio~ of,, ·-!· ·:,·:: 
benefi ts -.among"'partn~p _. 2.nd,; i:~i;n~~fore are ·not flexible __ for :S~ort term adaptation~ ·tQ. ·t ,:£''. 
chang+~ll i-nt·~re~tS'i and ,'~ondi:'tions •. ,· · __ :; • . ·· · ', .. · .. • , .; .. ,_.,,. .. . · · · 

... ~ 1 ~ ...... ; 41 • • 1 1 'I • • ~ L • ! , , , 

Cons.ultancy and engineering joint ventures by public enterpTises , de-serve 1 pr'i~r.i ty , ,, 
attention as they, cari b_~ .t'ei~~\?~. as .a -first stag~ for·· ,Ppssiblc future -undettakin~s·: ;j -~ 

I 4 "I ~-• ~ • I '- !, }!,.." • • • • •~ •• ., ~ ; • • • •; • - • •. • • • • ' ' ,._ : ~ f) 

The h te'i:o{!ericty of c:e·\~-::loping,_countries · and infrastructural limitations "make' i~ ... 
advisable t.o<t>r~mote '-joint ver\ttires at the first stage at the subregional, th'~n r~giorial, 
and at the latter'• s:tages, ·~o.n ~he in'tei;regional' level~ On the 'sectoral leve·1 , tbere are : il. 
many re~qns·- :fo-l' givi:nt('pr~_;ni.tr;_ to joint undert_akiilg~ in i"nfrastructural fa.ciJ.,i:ties-, 
consultancy; ·an'd' lilaTketihg'. . . _ ::i : , ·, · · · . , . 

...... ! 

Vertically designed . infr~tl;'Uctural facilitie·s 'ip. man/ de.veloping countries. ·,'. .. , 
represent a s ignifi'cant' ·obste.~le . ~or ·intradeveloriing c untries ' investments. · · · 

.. ;., . ~ . .· . . 
~ • • t l ' " • • • O O , • l • • ■ : t T ,.. - ( 4 0 I• 

The closing · of infrastructural gaps .is ·one · of the basic pTerequisi'!"e for the 
establish~nt of 'joint ventures among developing countries, requiring •the functioniri,e 
of permanen commW1icati9n an? o_ther in,f11~structural litlks .' (transport, dissemination· 

· of infomation ,. and othe~ coinmunfoation elements· ·as· well as different research, training 
and const,1ltin~ ac.tiviti'cs.: 'J1 

• ,_· • , ,., • •t~'" ., .:! •~f • .-. • , . · ., • ·:· • 
~ ~ a ,'• I •• ■ 0 oj:. t !-I 

/ • ~ , r ! ~J \• \ 

' ! t. 

,1 • • f j r ~:! . t .f 

-1 • l -~ • ? , ; , • "i: 
i 

,,. I • • 1 •j 't .. ~\ l•; 

I t ., a t .,.._ "' 

.. _.;' 
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Joint ventures in agriculture a~e also one of the important areas for joint 
efforts, espe~ially in view of the long term food shortages in the_world and in 
developing co\Dltr:ies in particular. Through joint undertakings, developing . 
cOWltrie~ could_engage, not only in large scale farming, but also in the marketing 
of agtjcµl tural products, small scale farming and es~cially in . p·rocessing : .. , 
agric~l~ural products. · Joi~t ventuTes· offer d~velopi~g countries -th~ opportunity 
to develop new agricultural production poolirlg resources and knowledge, introducing 
new sorts and even new technologies sul ted to local (regional) conditions. · Such 
\ieritures could be specially beneficial · for small arid less developed countries with 
food deficiencies • . _· · 

- . ... : -

4. Some Problem Areas 
..... , - . . ; 

' : - . I • 

. : One of ·the major- problems in establishing and the functioning of joint venture·s, _ 
~ong. de-veloping: countries~ as we}l as in general, is how to achieve an equitable · 
d_is tribution of cos ts and benefits · between the partners and the need to find an · 
accept ab le mechanism for it. Only a balanced distribution of both (benefits and ' 
costs) of a joint venture over time. can ensure stable conditions, and fruitful and .. 
efficient CO-OjHfraHon .: .. In one sense. it is also regarded as the "comparative . . . 
aAvantage ,' ·:of joint veritures among developing countries as compared to co-<>peration 

.wi'th-· transnati-onals, whieh have clear advantages t°n -the · field of technology and ·. 
financial resources\ ;'•· ···· · ··· · · · · . ,. · 

, 

At' .the sanie t,he ·there is a need for. cortain modifications in the concept of.·· 
e~fJ;ciency. ·of.·puhlic· enterprise joint ve.ntures. 'i"his cannot only be regarded as:: a · :

1 

. ~arrowly. de·fi.ned profit · efficiency but bas to imply broadly defined social criteria · . 
a·nd th-e dis·tribution of benefits and co~ ts among partners in addition to all the · ' .. · 
macro-economic e-ffects which are difficult to define. · 

Additionally, the link between micro and mac·:ro efficiency broadly defined, is : 
needed in many cas~s . . Many of the macro-economic benefits, such as stability or 
security of supply, lessening of the dependence, strengthening of the bargaining 
power vis-a-vis transnationals, do not usually appear in the form of normally 
defined business efficiency. Therefore mechanisms have to be introduced to enable· 
such a link and · he transformation of macro results into micro economic efficiency 
(prefere~tial trea~ment,. ·fisca l or financial allowances, etc.). 

If joint ventures of public enterprises are really to be an instrument for 
strengthening collectiva self-reliance, . the management and control must be in the 
hands of partners from de·velopi.ng countrie$. Domination of transnationals should 
therefore be excluded or, from the very beginning, linked to a phasing out formula. 

. ' 

The prevailin~-m~cro economic approach in P,r~moting joint ~entures of public · 
enterprises among developing countries needs to be supplemented by a more realistic 
''bottom-up· ap~roach". · Many macro economic .progranu;nes and declarations have not 
achieved .adequate results because they have not been based on ·tho real, micro economic · 
incentives which are the pre-requisite for the realization of business tmdertakings. 
The crucial task of economic policy is to regulate and to guide the activities of public 
enterprises which have to be efficient to be successful, but preferential and other 
incentives can ensure the realization of the broader social objectives which public 
enterprises should also achieve . 
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From variot.S points of view diff~rent producers associations would appear to , 
prov~de a poss~~le framework for joint ventures of p~blic ei:iterprises . . They· could 
be an int er~enterprise complement to the prevailing interp,overnmental co-operation · 
among the member countries. ·Toe importance of this micro-economic approach can 
also be i llustrated by the fact that many inter-Arab · joirit ventures have :been able · 
to s tl1·vive even severe political problems · among the partner countries · if based on 
long_ term economic rationale. · 

· Fina lly w~ cannot overlook the attitudinal barriers existing in many developing 
countries which prevent the stren~thening of their mutual undertakings. They are · 
manifested in the tt climate ·1·, convictions·, and· assumptions that the qua·li ty of · · 
products , technologies or capabilities are second rate in the great majority of 
fields i n developing countries in p,enera.1, although in many fields they are 
competiti ve with ones · from industrial countries or even better adapted to the 
conditions irt. d~veloping countries. 

S. fsome ·of the Criteria for the 0 Identi°fication ~f the Economic Potentials for­
lPub l ic Enterprise Joint Ventlll'.es Among Developing Countries 

The basic criteria for the identification of economic potentials for joint 
vent? res ~rnong .developing colllltri_e_s and, usually, even· the pre-condition for 
success ful joint undertakings, is the e#st'ence of common' economic intere·sts and 
the poli t _i _cal wi 11 to pursue them. Their characteristic is · that · they cannot be 
pursued by individual action by one country': alone but only by joint action. 
Therefore ._. the first priority for the selection of econontj.c potential is the . 
identification of all the activities which c·annot be re·aliied by individual action· 
by one countr/ alone. · The second a~ea of economic potential is area · of joint · 
intere_st whe re joint action is optimal but ind1 vidual lllldertaking aiso possible, 
although not ~he mos t efficient alternat~ye • .-

The pooling of ·economic factors such as technological and a·dminis.trative 
experience , production and service facilities, financing, natural res vurces and 
skills is another pri9rity sector for the establishment of joint ventures. Certai!1 
complementary f actor endowments of developing cotmtries and especially in natural 
reso~rce- rich African countries, offers prosperous grounds . for the promotio~ of · 
inve·stm~ t co-operation, especially by publi_c enterprises. 

:: ,:hi ~ is particularly important because of the i'ndustrial ~ountries' dominatio~ 
in the exploitation and process ins( of raw materials. The j,resent share of .. 
develop! g countries in the field of primary commodity processing is low in gene.rat · 
(48,6% i n minera ls in 1976) *. Among the existing joint ventu:-es c;1.mong developing '· ,:. 

* The share of the qutput processed by developing countri'?s peyond th.e crude 
stage is in: Tin 81"11; Copper 77%, Manganese 69%, Lead 65%, Niclcel 55%, Zinc 45%, . 
Boxite 40% ,. Iron 20% and Phosphates 15% (K. rakeuchi and c. Chung., ttExport-oriented 
process in1 of primary c0Tt1J11odities in developi_ng ca~tries" , I_BRp, 1979) .• 
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cotmtries there are very few in the exploitation field and relatively more in the 
processing of primary commodities . Amonp. our list of more th~n 600 joint ventures 
we identified only 13 in mining, oU and g!!S drillin g. A'f!long 177 Latin American 
joint vent~res only 7 were in the primary sector. Apart from this, existing 
processing capacities loc_ated in d.eveloping countries · are mainly· in the so called 
reallocated activities frc,m _industtial d~velc,pinp, cowtries, which are characterfzed 
by strong labour intensity o!' pollution (copper, ste_e l, petro-chemicals , pulp, 
leather, . a.'ld similar). Thrcugh the j oint ventures of public ente rprises, devel~ping 
countries could subs t antially increase their share in the processing of their· natural 
resources where one count~y alone does not possess all the necessary capabilities or 
where economies of scale or substantial financial resources are needed. · 

. . 

Transport cost intensity which falls proportional to the level of processing, · 
stimulate.3 the location of processing wi.thin developing cou,,tries themselves. Increased 
processinr in developing countr.i es would have c_;reated additfonal expor t earnings··· ':for 
developing countries _ a1,1out1tinp: to 33.750 million dollars in the case of iron, 3.337 
mi Ilion dollars _in th~ case of bauxite or for_ 8 minerals together :i.n the range of 
32 billions (see· Takeuchi Choeng) . Joint ventures could be set uu ar ound suc·cessi ve 
stap-es of processing, in ,::nibi.tt.atf :::,1 with nurchase co:ntl'acts, t rans port&tion, energy ·· 
supply or even co-ordinated planning. 

The importance of the. transport costs cri tericn ·fot- -thi ·i cientificatfon of the 
economic pote~tial for public enterprises' joint ventures -' 1.s· i ricreasirig with the · 
rise in oil prices and. the hi1h oil .intensi~y of txar.sport . It substantially means, 
that abova <l ·certain point,:'increasing t r wsport costs make t ·rade a second best 
solution compared \-d th local processing which could be uncertcken jointly by developing 
countries in the. capita"f "intensive activit~es like raw inateri~ls :i:,1·ocessiug. In some 
cases transport costs exceed 20% or even 40%. of total procfoction costs. The higher 
the trans port cos.'ts in relation to the total production costs, the stronger the 
stimult:3 for j oin-t ~.C;ri-~uras ...s .m alternative to trade in these commodities . Cost 
reducing ef£e.c t s _of the modernization o.f f acilities for btilk handling or the bias 
of international freight rates 1n f a·:ou r of u-oproc1;'>Sf)0. 1!'aterials de not reduce 
substantially the i w.::)ortance cf this criterion. · · 

The econc;;:-:i.es of. ::; ca l e c)~i t eri c~1 i s of extre:1e i mportnnc_e in the pr omotion of 
public enterp~ise j01nt venturas ~mong developing· countri es. A~cording to available 
detailed _ engineering data indicat ing ::.ectors or activities in which econ.Jr.lies of scale 
exist, the priority _ureas could be i dentified for foe pr omotion of public enterprise 
joint ventur~s. Forward integration could ~at only optimize the production, but also 
contribute to the appropriation of the benefits now earned by the buyers of unprocessed 
minerals as we ll as reducing t he ,.:cpen:lence of developing i:ountries on ind1JStrial 
countries . 

Among others, the s:tructur e of trade among African co_t.mtr:i.es _or -;1i thin integration 
groupings could .i.1~{) ·_.•cpTesent one of the possible criteria for the · identification of 
economic potentials fox joint ventures, since export is us ually the forerunner of 
foreign investment. It can be a?plied both statically as well nS dynamically. In , 
the first case, cctmtries could identify the highest intensity of mutual trade. by groups 
of products or by products. In the second, dynami c approach, the r atio of intensifi­
caticn of mutual trr.de, the most dynami c products can be identified assu.'Tling that this 
offers promising potential for lon~-term co-operation through joint u.,dertakings. 

C 
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6. So!'le Conclusions and Recommendations for the Promotion of Joint Ventures of 
-Publi<: ·-Enterpris-es · . : 

The- i dentification of se;ctors, activities;'~-~· :e;e~ ,_pr_ojects_ °by individual 1 • _ 

countries -for -joint ·undertakings with othe developi.ng coutjtries r ·epresents the ··: 
departure:·point for t.he -· promotion of a- j_oi_n:t ventures· strategy ~i thin the strat~gy · 
of the collective self-reliance of developing countries ·. The inclusion of this · 
strategy ·as a regular.-'component of nation.a l. or regiona_l development pl_ans seems 
to oe I one 0£ · th.e prerequisites. 1 for the p~.OPlOtion o~ thi_s. : _Priority should be _ . 
given to public enterprise joint unde:rtaki;:,gs. since ~hey :ai,:e: us_ually f!!Ore directly 
i.nvol e-d in the imolementation of national .or. rerional development .plans, especially 
in some key economic sectors. .. : _ · . 

· The efficient deve1opment of _public . enterprise and .. other j_oint ve:r:itures has 
been · faced :with a lack of information on the cavabili tie$ of ot}:ler_ developing countries, 
on · the eX'()eriences, •modalities, ~dvantaf~~ ,. ope.i:ation3:1 ··•modai_ities . ~ we! 1 as on the ' 
avai !ability of international, rep;ional and national capacities for promotional _· 
support services. The brid~ing of this information fap is thus one of the priority 
areas for the PTO~tion -of· a jeint ventui-e stratezy for developing countries. ... .. .; . . . . 

·~ • 4 

·i :· We would like especially t~ ' ~tre~s '.. ~h~ urgent n~ed · for ~; ~ystematic developm~nt 
of natio11al lnfonnation systems as a catalyst for the : disseroi.a.ation··· of regiqnally Ol;" 
internationally available information which unforttmately does not usually reach the 
leve 1 of enterprises. ·· • · 

t • I-: ; • 
~ .. ,., ~ . 

Socia l . emphasis should be gi veJ'.1- to . the est~blishmen:t o_f . joint- ventures in 
infrastructure where -th~. lack of . transport. a_nd coJT1.nruni.c~tio:rf 'i_tn'ks limits the 
possibili t i.es .for ·-the• establishmertt- of . Joint : ventl:J-res among ·_c;1eveloping cow,tries. 
Secondly, · the . consultancy and othe~-age-!}f!_ies ~h,ou~~ . give . ~pec~rl, attention to the 
assimila i on, • adar,t::..-tiori, un.packaping., training an.d r ·esearch and _finally also the 
dissemination of· info:rmation._on the ?V.ail_ability,~_.Q-~ s i..1cl) · capadi_ties ~n developing 
countries in or.der .to promote -the e.stablis}:lai~n~··.of join..t _ven;~:µres\ 

Many case studies show that knowied:ge abo~t-. the· avallabiii,ty of advisory or 
consultancy services, although playing an extremely important role in promoting joint 
ventures , does not exi~t to a sufficient extent in many developing countries. 

Information on the existinr joint ventures, TCDC promotional activities, the 
capacities and the requirements of developing countries 'in the promotion of joint 
ventures , 1·elevant experiences and legal arrangements should become the regular 
component of national, regional and international infonnation systems. 

Exccept in some inte~ation groupings, there are r-eneral ly no speical ~rovisions 
for preferential treatment of joint ventures of developinr countries as compared with 
investments from industrial countries. It seems necessary to develop such preferential 
treatment which could substantially l?romote this form of co-ope't'ation among developing 
countrie • 
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Additional systematic efforts are needed to develop instit~ti;nal ' arrangemen~s 
and operational mech~nism.s {alternatives) ·l:or the fair distribution of costs and 
benefits includi'nr ·development effects· between· ·the p.ar.tne-rs in jQint ._venture·s since 
non-e.xi~.tence of such mechanisms could b'e a source of many problems,.- even disput~s, 
and could li::-J. t tho ,s-:rengtheninr of joint ventures between developing countries. 

• • 1 ~ •• 

Oijy in e~c.eptiotj'iji . ·~qses do international, ~egional or n·ational financia·l : ' . : ··­
ins ti-t1ttior,.;; gi ~~·.e ::;necial p~~ioi:i ty t(? the financing of joint ventures. Pa'l'ticipation . 
of banks or regior..~ l firiancial institutions in ·equity capital ·of joint ventures .is 
genera11r :m cxc01,tion aithough it could perform an unavoidable .catalystic functicm ;.­
in promotin~ joint ventures • 

. ~-- ,. , ·. EulJCational : p;rop;rammes, traininy ;· res~arch and development, info1·mation systems 
in develcninv ccu11tries have not· been ·ai rected towards the creation of specific; . know. 
how on join1: ventures~ · What seems , to be needed is the strengthening of this. form of. 
joint undertaking of, deveJ<>P~nP, countries· ... ·.- .. 

• • • • ";'"~ • ,· ,l... •• 

ThC'· es~;-i.b l ishJ11ent .:>f different worki1,.g rroups~ pools of experts, task -:forces ,.,,., 
etc., . for .giving ~onsul.~ations, i11:fonnation and offering other supportive activities 
f ::,:r th~ p!'oraotion of joint ventures co~,ld subs tantia1 ly contribute , strengthening of 
joint ven~m.•c;:;. &mon6 African coUntrie!S '. · · · · :,_; -- : . · -.- : ; . · . .; '.. ~- . . '. . .... . . 

The national nnd other educational systems in developinf! countries should .- · 
tho.::-efo~·.,· develop. appropriat~ . co_urses to cover specific needs for strengthening 
iavcstr.:e:;,ts i:::oag developing ·countries_---. Si'nn.ilt'a'neowily.,, certain modifications to 
cxh~ir.? .:>rogr:mi::r.es ~ the introduc•tion · of· new· ·fields· and trai'ning pe.tterns end post- . · 
g:,aciua:tz; : ;t;i<lies should ]?e introdu~ed at th~ national · or ·regional level, supported 
by inte:rn"'.tio·uil _e,r. similar institutions. ' Universities could establish special ., .. _ ... 
cepHrti::~n;1.t'~ .. co:1ccntrating on ECOC, joi~t . v~n:~~res · and s·elf-reliance in ~en~ral ., . . ~ .. · 
since onl;' :.:. zysteiTlati~. lony-term approach could effectively promote inve.stme~t . __ 
C.1!10n;; O:G·;:J.o:>i:12 colint:.ies in order to ·ove·rconie many b'arriers ·, including :i.~ti tudjnal 
C.'!.;S, cxhtj.ng in developin1 countries themselvc:,s. 

• • :· • • • ~ ) • • '• •, • ; 1• 1 
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