




'lliE INDIAN OCEAN PROGRAMME 

'lb6 International Indian Ocean Fiehecy Survey and Development 
Programme, or Indian Ocean Programme for convenience, wae formally 
conceived by the Indian Ocean Fiehecy Commission and its activities 
are conducted through that body@ '.Ihe Programme ie supported by 
the UNDP and is being carried out by the FAO Department of Fisheries@ 
Put simply� the objective of the Programm0 is fishery development 
in the Indian Ocean region@ 

H@C0 Winsor 
Programme Leader 
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FOREWORD 

One effective way of developing fisherieB 9 in the Indian Ocean region as elsewhere 9 
is by combining economic elements from the low-income countries (labour, land, fish resour= 
ces) with those from the more developed world (techniques, capital) ® Such cooperation 
can take various forms, ranging from concession arrangements, in which a wholly foreign 
company is licensed to fish in the territorial waters of a host country· and/or to use its 
ports, to a completely domestic enterprise 9 which uses outside technical and other 
assistance on a contract basis for a limited termo As the Plan for Fishery Development in 
the Indian Ocean (IOI!C/DEV/71/1) states 9 "The most common arrangement v however, is likely 
to be a joint venture in which o�mership is divided between a government or private firm 
in the Indian Ocean host,country and an international corporation based in one of the high­
income countries"® 

'Ihis Indian Oce&.n Programme paper stems from a recommendation in the Plan that a study 
Bb.ould be undertaken of fishery joint ventures in the region, with a view to assessing the 
success or failure of past ventures and to drafting an annotated model joint-venture agree= 
ment to assist future ones. 

'Ihe' requests from Indian Ocean countries for advice on joint ventures has made this 
study even more urgent® The Conference of FAO, at its 17th Session, drew attention to the 
need for FAO assistance in the field of joint ventures and the Technical Conference on 
Fishery Management and Development (Vancouver, February 1973) recommended, among other 
things, that FAO should undertake studiell on how joint ventures could be made more effeo= 
tive0 'Ihis view was further endorsed in April 1973 by the Committee on Fisheries meeting 
in Rome® With the new developments that will arise out of the decisions of the United 
Nations Conference on the Law of the Sea 9 particularly in the demarcation of exclusive 
economic zones, the possibilities of greater bi- and multilateral cooperation in the 
development of fisheries ? particularly in the poorer areas of the world, will increase® 

'Ihis paper does not cover all aspects of fisheries joint ventures, nor does it deal 
with subjects to the depth required to provide compreheneive guidelines., Nevertheless, it 
is an important contribution to the literature of joint ventures in the sense that it dis= 
cusses various types of contracts and is directed toward fisheries® Further studies will 
obviously be necessary when more specific information and guidance are required in related 
fields., 

Tne type of fisheries development collaboration depends very much on the needs, 
desires and ideologies of the various countries® 'Ihe joint-ventures arrangement is one euch 
type., 'Ihe Programme is aware that in certain politioal and social contexts joint ventures 
are not the most suitable mechaniams. In some they are not welcome., 

H ®C., Winsor 
Programme Leader 
Indian Ocean Programme 



PREFACE 

Un moyen pratique de d�velopper les p�ches, dans la r�gion de 1 ° 0c4an indien comm® 
ailleurs, eat d 8 associer les facteur1:J �conomiques des pays A bas revenu (mainco<l I oeuvre, 
te:rritoir0, reEJsourcEHl en poi.sson) ! ceux du monde l'.i'volu� (techniques, capital)" Une tel10 
ooop�raiion peut prendre diversea formes, depuis les arrangements concessionnaires, selon 
lesquels une soci�t� totalement �tra.ng':tro oi3t autorisEfe 11 pt!cher dens les eaUlC terri toriale1:1 
d 9 un pays h6te et A utiliser ses ports, jusqu0� 1 9 entreprise purement nationals qui passe 
des contrats de dur�e limit�e pour se procurer 1 ° assiatance technique et toute autre aide 
dont 0110 a besoin@ Toutefois 0 aelon les termes du plan de d�veloppement des p�ches de 
l 8 0c�an indien (IOFC/DEV/71/1) 0 11" ula formule la plus courante est celle de l 8 ent:reprirse 
conjointe dont le capital social eat d�tenu en pa.riie par 1 ° Etat ou par une entroprise 
pri�e d O un pcys hOte de l O oc<c1'an Indien O et en partie par une entreprise internationale dont 
le 1d�ge est situ� dans l' un des peys A revenus �lev�s., 11 

Le pr�seni document relatif au Programme de 1 ° oc�an Indien fait suite Aune recornman= 
daiion figurant dans le plan susmentionn�, selon laquelle il conviendrait d'entreprenclre 
un0 ,tude des entreprises de p�ches conjointes dans la r�gion afin d 0 �valuer la r�ussite ou 
l 9 4chec de ces entroprices dans le pass, et de r�diger un mod�le d 0 accord annotl en vue d 0 en 
:faciliter la cr�ation l'I, I V avenir., 

Lee demandes de conseils des peys de 1 ° oc�an Indien ! propos des entrsprises conjointee 
ont rendu cette �tude plus urgente0 La Conf�rence de la FAO, � 9a dix-septieme oession 0 a 
attir� l 8 attention sur la n,cesuH� pour l 9 Organisation d v apporter son aide dans ce domaine 9 

11:1t la Conf�rence ·technique sur la gastion et le d�veloppement des �ches (Vancouver, 
:Mvrier 1973) a re command� nota.JllfOOnt qoo la FAO entreprenne des �iudes aur la maniere de 
ctotner plus d V efficacit, aux: entreprises conjointes .. Ce point de vue a �tel ent4rin� en avril 1973t 
lors de la r,union du Comit� des p�ches A Rome� Compte tenu des faits nouveaux: qui 
rlsul teron·t des d�oisiomi de la Confe)ren0e des Nations Unies sur le droit de la mer, notamment 
en ce qui concerne la d�limitation de zones ,conomiques exclUBives 9 les possibilit�s de 
ooo�ration bilat�rale et multilat�rale pour ansurer le d�veloppement des p�ches vont 
crottre, en pa.rticulier 0 dans les zones les moins favoris�es de la plan�ie" 

Le prlsent document n ° englobe pas tous les aspects tles entrepri0e0 de p�che conjointes 
et 1®13 problemes n 9 y sont pas trait �e assez l\. fond pour qu 0 il s 9 en dc$gage de0 directivea 
exhauetives" N�anrnoins, il fou:rnit un apport important� la litt�rature consacr�e Acee 
entreprises en ce sens qu'il examine divers types de contrats et porte sur les �chea® De 
toute �vidence, de nouvelles dtudee seront n�ce0saires loraqu.e 1 ° on aura besoin de renseigne­
menta et d 8 u:ne orientation plus s¢cifiques da:ne les dornaines coru10xes0 

Le type de collaboration viaant ! promomroir le d�veloppement des p@ches est largement 
fonctiondes besoins 9 des souhaits et des id�ologies des divers pays., Les accords portant 
cr�ation d'entreprises conjointes constituent l'u:n de ces modes de collaboration@ Les 
responsables du programme sont conscients que 9 dans certain contextes politiques et sociau:x 9 
les entreprises con jointee ne constituent pas le dispositif id�al., Dans certains cas 9 
elles sont malvenues 

H@C® Win!'.'lor 
Reeponsable du progrrunme 
Programme de 1 9 ocean Indien 



J\.U'IHORS0 NO'IE 

Recommended publications to accompany this paper area 

Manual on the Establishment of Indtrntrial Joint-Venture 
in Developing Countries UN p New York, 1971 " 

ements 

It is UN Publication No" E,,71,,II0B@23 and it can be bought through Sales Section, 
United Nations, New York, N,,Y"� U,,SoAo, or Geneva i Switzerland" 

Joint Ventures in Developing Comrtries, J®C® Rama.er (Paris, 1969)® 

It is Brochure 256 and is available through the International Chamber of Commerce, 
38 Cours Albert 1er� 75 Parb VIIIv France,, 

Works concerned with feasibility studies are listed in the Appendil:J works cited 
in the text are listed in Referenceso 
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PART I 

PREFACE 

For the purposes of this etudy 9 foe 
term "joint venture" is used in i ta general 
eense of an association of two or more par­
tieo, whether private or governmental, in 
order to undertake a commercial project in 
the fisheries sector and to share in the 
risks and profits of that project,, '.Ihe term 
covers a multitude of different arrangemente 
of varying magnitude and EJcope., Such arrange­
ments often entail the setting up of a sepa­
rate joint company in ,mich each of tho par= 
ties holds a proportion of the capital 
shares., In this case, the arrangement is 
called an 11equi ty joint venture., 0 In other 
cases, no such independent company may be 
forined and the relationship between the par­
ties is governed eolely by contractual rela= 
tions in a "contractual joint venture ., " 
Where the partners come from different coun= 
tries, the expression "international joint 
venture" is used" 

Part II of this study, which sets out 
and discusses model provisions for joint­
venture agraementa, adopts perforce a more 
restricted delimitation dealing only with the 
more commercial variants of international 
joint venturel:io 

10 SCOPE AND PURPOSE OF STUDY 

Increased worldwide concern over impen­
ding shortages of food in general and of pro­
tein in particular has given new impetUB 
to programmes for full and efficient utili­
zation of marina reeourcea0 In �ome caeee, 
however, the motives for expanding national 
fisheriee are complex and are competitive, 

rather than complementary, aa between nations @ 
A developing country may have multiple goals: 
to earn hard currency, to provide protein 
for i ta own popul1:1' i.on, or to expand employ­
ment, perhaps in the fisheries directly and 
also in processing and marketing� Fishery 
development should be viewed in the broadest 
1,1ense, i"e , as part of regional, national 11 
and international economic development., A 
joint venture is only one of several wa:ya in 
which more efficient use of marine resou.rcos 
can be obtained through differing combina= 
tions of such factors as access to fishery 
resources, available labour supplies, and 
the skills and the capital resources of 
developed coun·l;ries., 

There is no single mode of opera-
tion for joint ventures, nor a.re they always 
the ideal mechanism for international colla­
boration0 A specific approach must. be 
tailored to the needs of the participants 9 
to the characteristics of available resour­
ces, and to the physical and economic set­
ting0 All successful joint ventures in 
fisheries have, however, had common elements@ 
The objective of this study is to develop 
practical guidelines, both from experience 
and from the specialized knowledge of 
scientists and economists" It starts with 
the assembly of information for consideration 
and moves through negotiation, drafting of 
contracts, operation, a:nd development of 
government support for such a venture., '!hie 
presentation is intended chiefly to assist 
the developing countries; it also provides 
some suggestions for international companies 
contemplating joint venturee0 

Joint ventures must theea days be viewed 



a,ga:inst the rap:l,dly ch:mging economic � 
b iological w and legal environment of inter­
national fisherie s"  'Ihera :l.s the growing 
l ikelihood of extended control zones for 
ooa1,rtal rcrl;ates ( the 11 200 mile lirni t�1 ) w the 
emphasis on f:ishery matterl('l in the Law of 
the Sea negotiations in Geneva and Caracas 9 
and the ris ing economic importance of 
fishery products in internat ional oonuuerce " 
Access to fisheries is  becoming a critical 
problem :for distant-water operators , and -
for the first time - the baJ:•gaining position 
of formerly weak coastal states is becoming 
very strong® 

A£J some expeivts  have sugge sted � the 
joint venture should perhaps be regarJed ml 
"Gemporary w since coastal nat ions 9 developed 
and· deve loping alike j nowadays tend to 
demand g-.reater part icipat ion in the fisheries 
off the ir shores® A crucial quest ion , then , 
i s  the duration of the joint venture ; this 
paper t ake s the position that it should last 
at least a decade or two"  In that period u 
both developing ru1d developed  nat ions may 
find it in the ir best interest s to seek ways 
t o  ut ilize fully the resources of the sea 
lying within the claimed economic zone s 
while v at the same t ime , the assisting coun= 
t ry or company gradually transfel'S to the 
assisted country or company the essent ial 
technological and management skills  for con­
t inued operat ion,, 'Ibi s  study seeks to 
define the cases in which thi s  transfer can 
best be utilized by way of the joint venture ", 

2 ,, THE ECONOMIC C LIMATE FOR JOINT VENTURES 
IN FISHERIES 

Although there is  a tendency to exag,=, 
g-e rate the differences between fishery pro­
blems and those affect ing other natural­
resou_rce industries 9 some peculiarit ies of 
marine fisheries are in fact real and bear 
heavily on ·the success of jo jnt ventures and 
on the constraint s placed on their operation,, 

2 e  1 Common 

The most importan·t of the 8e features is  
the 11open access" or '.'common pr0pe:rty11 nature 
of  the resource .. Except ,.,here .� ma.rine=fish 
stock lies solely within the jurisdiction 
of a single count:r"Y 9 the number of units 
o perating on that stook 9 is 9 as a rule , not 
controlle d ;  thtW w the resource cannot be 
rationa,lly exploited under free=-tnarket con­
ditions a,lone ,, Aa a function of g-ov-ernment 9 
resource management is  equally difficult 

2 

1,:mless some➔ method is devised to control 
entry" The prevalent eitua:tion of uncon-
tro lled entry in mos-t of the world' s  
firshe:des O thus v violates the precept s  o:f 
good resource ut ilizat ion" 

For purposes of this study, the impor­
tc1nt impl icat ions of this fact are the 
following�  

( 1 )  A joint venture or any other 
organ ization to exploit stocks 
under the se condit ions must plal'l 
for very rapid amort iza,t ion of 
its inve stment 1 since a highly 
profitable venture i s  certain to 
attract new entrant s and ·to re­
duce severely the time during 
which profitable catches can be 
real ized" 

(2) In planning the operation 9 econo­
mic feasibil ity mUBt be assessed 
on the basi s  of incomplete but 
st ill  essent ial est imates of the 
present and prospect ive degree 
of part icipation by operat ions 
outside the control of the pro­
po sed jo int venture @ 

( 3 )  The devastat ing effects of 
excessively rapid entry into a 
new or part iaJly developed 
fishery make it most de sirable , 
wherever possible 0 to frame the 
joint venture agreement in a way 
to exclude additional partici= 
pant s"  This i s  part icularly 
important where the stock i s  
under control o f  the host country 
which can , at its own discretion 9 
limit the number of operating 
units ., 

(4) '.Ihe same consideration may give 
rise to multilateral joint ven­
tu_re s � to include within the 
planning and operat ing framework 
all coastal states holding juris­
diction over the stock in quest ion,, 

2 ,, 2 Extended Coastal-State Jurisdic­
tion 

'.Ihe importance of the ability to con­
trol the amount of fish ing effort on a 
stock lends great significance to the pre­
sent trend toward extended coastal-zone 
ju.ri�diction over fishery resources@ To the 



11ni:tent that val uabl0 commercial Btoclrn come 
under the control of one coastal country or 
a small group of coastal countries � the 
distant-water operator masJY be impelled to 
r,ieek joint=venture statUB to gain access to 
the resources., Both the foreign partner and 
the host country stand to benefit from more 
orderly development and a more nearly stable 
and more profitable venture under these con= 
ditions., 

2 @3 State of International Fishe�y 
}'Iana�ment 

Finally � the incomplete and fragmented 
eh.ta of international fishery management 
must be taken into consideration in planning 
any joint venture ,, To the extent that the 
stock in question lies within the jurisdic­
tion of an effective multilateral control 
l:iody, the venture can be planned with some 
assurance that protection of the stocks and 
reaolution of competing in-terestB within the 
region are at least possible 0 In other are as ,  
where effective multinational regula·tor-y 
agencies have failed to materialize 9 the 
planners of a joint venture must judge the 
possibility of creating such organizations, 
under which profitable fishing operations 
might be expected to continue for a reason­
able time,, 

3 e  PROSPECTS FOR PROMOTING JOINT VENTURES 
IN FISHERIES 

3 e 1 Basic Criteria for A,,12praisal of 
Prospects 

Four basic questions must be answered 
in any appraisal of prospects for promoting 
joint ventures in fisheries : 

( a) .Are there opportunities for � and an 
interest in 9 development of 
fisheries? 

(b) Is foreign collaboration welcome in 
this development? 

(c) Do joint ventures offer greater 
opportunities for mutual gain than 
do other forms of international 
collaboration? 

(d) Are the interestB of potential 
partners sufficiently complemen­
tary to prompt them to enter joint 
ventures? 

.3 

On a worldwide basis , there can be no 
doubt that development opportunitie s in 
marine fisheries st ill exi st" 

Estimates prepared for the Technical 
Conference on Fishery Management and 
Development , organized by FAO in Vancouver, 
Canada, in February 1 973 f indicate a 
potential increase in yields from marine 
fishery resources of 35 to 45 mil lion 
tons - more than 50 percent above the pre­
sent level of world production© 'Ihe 
increase would require 9 however v that fish­
ing be extended to presently underexploited 
areas , that presently discarded by-catches 
be UBed, and that fishing of latent stocks 
with a known commercial market be initiated., 
In the long run , supplies may be fm:0ther 
increased by catches of "nonconventional11 

marine resources , i @e ® � species such as 
krill varieties of fish which have not yet 
been marketed commercially, the stocks of 
which are estimated to exceed 1 00 million 
tons® Expansion of aquaculture opBrations 
could also make a much larger contribution 
to world fish-protein supplies than at pre­
sent® 

'Ihese gains will not come easily or 
automatically, however, eve n  with persistent 
expansion of world demand® A variety of 
supply and market factors bears on such 
development® For exrunple 0 gBograph ic dis­
persion of a species 0 sporadic occurrence 9 
the small size •Of the fish 0 or the presence 
of a large number of species on a given 
fishing ground may make marine fisheries 
uneconomic 0 even when the total size of 
the stocks is substantial® Difficulties in 
introducting appropriate fishing equipment 
and methods may also discourage exploita­
tion 0 as may the lack of an adequate mar­
ket because of low consumer income ,, 

7� solve these problems 0 drastic 
changes in fishing equipment and methods 
may be required to justify fishing for 
species only sporadically accessible or 
found in deeper waters® Where demand is 
the limiting factor, new and cheaply pre­
pared products may have to be developed 
to suit the pocketbooks and tastes of 
local consumers, and be introduced through 
imaginative market-promotion techniques® 

Opportunitie s for 0 and interest in 0 



:fishery development obvioualy differ from 
country to country" In general , however , 
developing countries with underexploited 
:resources � having come to recognize the 
ad:vantagaa of access to these resource s  and 
of abundant and :relatively cheap labour 
supplies = are giving increased emphasis  fo 
fishery development e 

3 @ 3 Seo for Forei 
in Devel?..Ement 

Collaboration 

Not all countries considering expansion 
of fisheries requir'.3 or seek foreign collar" 
boration., Some developing countries , while  
not excluding foreign investments  in fisheries , 
have set up barriers to active foreign parl i= 
cipation in the development efforts., 

Others not only promote foreign invest= 
ment in general lJ 1.rt n l nn Aro part icula.J:ly 
e ager to collaborate with experienced fishery 
enterprises& 'Ihese. countries often adver­
t ise the kind of participation they seek and 
tha advantages they are able to  o ffer foreign 
inve stors@ 

Some develcping countries are relat ively 
well endowed with domestic capital for 
investment but look abroad for entreprenem•ial 
Bkills  and for experience in manufacturing 
and international marketing® 'Iheir main 
ob jective in seeking foreign investment in 
f ishery development seems to be the acquis i­
t ion of such skil l s  as aids to  economic and 
social development o On the othe r  hand, other 
developing countries  have made so much pro­
gress in recent years in developing modern 
f ishery industries that they themselves are 
in a position to export skills  and are 
actively seeking collaborat ion with countries 
whose fishery industries are at a lower stage 
of development,. 

'Ille motive s  of capital- and skill-expor­
t ing countries which seek opportunit ie s  for 
foreign investments in fisheries are aa 
varied as those of the countries lacking 
material resource s  and know=;}}.ow" To obtain 
or  to maintain - access to fishery resour­
ces off the shore s of foreign countries i s  
today probably the foremost considerat ion" 
Among many othe r  motives are the following: 

acquisit ion of fishing bases for an 
expanding long-distance fleet ; 
production of products for export to  the 
capital-supplying  country' s home market 
or t o  third countries ;  

opport unity ·to employ low-paid local 
labour ; 
increased export s of fishing vessel s  
ru1d equipment ; 
exchange of scientific or technolo­
gical information ; 
export of know-how for profit ; 
entry to cupi tal-importing country' s 
market by way of fisheries ventures 
to  gain access to other resources 
such as valuable minerals ;  
acces s  t o  a growing and potentially­
very large local market ( in coun­
tries l ike India) ., 

3 .,4  Joint Ventures and Other Fo:nne 
of International Collaboration 

'Iha preceding section has centred 
on the mot ives for international colla= 

boration in the development of marine 
fiaherieso lie turn now to the advan­
tages and disadvantages of joint veuture s., 

One major development in interna­
t ional fisheries l ikely to  have a pro­
found impact on the formation of joint 
ven·l;ure s  i s  the decis ion by some coastal 
countries  to extend their  jurisdictional 
claims over adjacent marine waters., 'lhe 
imposition  of license fees may be 
resisted by distant-water fishing  coun­
tries which feel that payments are tan­
tamount to  recognizing the new claims.,  
But the host country may be  equally 
unwill ing to compromise on the jurisdic= 
t ionnl i s.sue by accept ing some subst i= 
t ute arrangement ,, In auch a dilemma 11 a 
jo int venture may prove the best solu­
t ion,. 'lhe same solut ion may apply in 
other cases where the format ion of a 
joint venture - even if it involve s  cer­
t ain concessions to the host country 
which would not normally ba made - may 
involve smaller sacrifices than steadily 
rising  l icense costs .,  

'lhe host country seeks developmental 
suppo rt ,  but not at the cost of surren­
dering all control over  the form 11 kind w 
and applicat ion of direct aid or over the 
specific condit ions on fore ign invest­
ments� The entering government , on thti 
other  hand, often feels  some moral com­
pulsion to provide aid , but is held 
within criteria shaped by its  own domestic , 
eocio-e conomic, and foreign-policy con= 
aidorations� 'Ille policies set by t he 
host and the guest government s  affect , 



in t urn v  the freedom of act ion of private 
renterprises wanting to enter into re lated 
a1:rnociation,, 

The overall social and polit ical 
requirements of the host country are of-ten 
crucial in determining whether to establish 
a joint venture and in designing its struc­
t ure., When the major ob je'ct ive is to 
exploit a promising market for export v the 
chances for host gue st agreement are good® 
But foreign participation may not be so easy 
to obtain if  the prime concern of the host 
country is to increase conswnpt ion in a 
domestic market having limited purchasing 
power® vlhen the ob jective is merely to con­
struct specific facilities over a limited 
period or to conduct feasibility surveys 9 
a short-term contract may serve the pur­
pose better than a joint vent 1.u.'c could do ® 
When the need is for a large infUB ion of 
capital 9 the foreign partner may end by 
holding a majority interest in the e quity , 
and the host country may find it advisable 
to insert "safety valve" clauses in the 
management provision s  of the joint venture to 
assure it self a degree of control ., 

Turning now from governmental ob ject ives 
to those of  private enterprise , we find 
again that the choice of joint venture or 
other arrangement wil l depend on the context 0 

5 -

A business is normally concerned with the 
narrow economic ob jective of improving pro fit­
earning capacity by procuring from outside 
what it cannot (or can less advantageously) 
obtain at home ® Within the limits set by 
publ ic constraint s ,  the company 1 s choice of  
partner and of form o f  associat ion will 
dep€nd on varied considerat ions ; 

How long does the partner want the 
aasociat ion to last? 
What resources will be needed? 
How much control will it demand over 
the pro ject? 
Whether a mult inational enterprise will  

choose to include local partners in its 
foreign operations or wil l  choose to "go it 
alone" by setting up a wholly=owned subs idiary 
will  depend on the host government ' s  att itude 
aa well  as costs and bene fits associated with 
the differing arrangements a "Local partners 
can bring to the multinational enterprise 
benefits such as management 9 capital and 
access t o  marketaa The absence o f  partners ,  
however� off-era frti'e-d.om from interference by 
outaiders in deofaion.s that influence the 
multinational firm" (Stopford and Welle) c 

vlholly-m-med subsidiaries are preferred 
where there is a need for t ight and timely 
control over decisions in the foreign ven­
t ure and where "the presence of a local 
partner would be like ly to generate con­
flids over policies (determined by the 
strategy of the enterprise) that were 
crit ical to the maintenance of barriers 
to entry., 11 Conflict s are likely to arise , 
in particular, in connection with "strate­
gies that emphasize marketing techniques ,  
rat ionalization of  production 1 o r  control 
over sources of raw material ., 1 1  Stopford 
and Wells al so find that where company 
strategy concentrate s  on product innova­
tion 9 wholly--0wned c;ubsidiarie s are 
preferred both becaUBe technological sec­
ret 0  might be leaked through any local 
partner and because a local partner could 
not be expected to make any significant 
contribution to marketing operat ions ,, 

Against this , at least three incen­
t ives have been identified for a multi­
national firm to enter joint ventures :  

the need for local marketing lmowledge; 
a need in some case s to create or 
extend a vertically integrated struc­
ture (a compruiy that 9 for example 9 
fishes ,  freezes , processes , and mar­
kets); 
and 
a need � on the part of smaller 
companie s  - to acquire large 1 indi­
visible inputs of re source s 
(usually expensive capital e quipment) 
to carry on activities., 

'Ihe att itudes of  host countries 
toward foreign collaboration in commercial 
ventures on their soil cover the gamut 
from uncondit ional acceptance to complete 
reject iono In mid-range , the host may 
try to influence its forei gn partner to 
share ownership by a variety of  devices® 
These • include insistence on local partici­
pat ion from the start , discrimination in 
favour of joint ventures through provision 
of special tax and other incent ives (often 
de signed to assure at least a certain 
minimum percentage of dome st ic ownership) , 
a requirement that foreign partners finance 
stock acquisition by local partners and 
other techniques ., There is evidence that 
relat ive bargaining strength has much more 
influence on the character of foreign 
operat ions established in host countries 
than have official policie s :  



wholly=owned subsidiaxies have been set 
up from t ime to time in countries that 
normally insist on local participation, 
but w on the other hand, there have also 
b00n cases where a mult inat ional enter­
prise has re luctantly agreed to colla­
borate with local ca.pi tal for some con•­
siderat ion such as the gaining of acceAs 
to a rapidly expanding market in the 
host country., 

As the skills and business experience 
of host countries increase , it i8 essent ial 
to  understand the relative value of the 
joint vent ure from their points of view., 
First, the arrangement offers an opportunity 
for training in an unfamil i ar technology and 
for the development of domestic fishing 
c apacity,, 1Uii□ point is disct..Bsed in detai l 
laten here we simpl y no·f;0. tlrn.t the joint 
venture c::m offer real advantages in th io 
type of mutual accommodation. 

Next , a host country may lnsist on a 
joint venture beca\l.se certain economic and 
polit ical advantages are attributed - per­
haps mistakenly - to this form of organiza­
tion., 'Ihe policies of capitalization, trano= 
fer-pricing (i.e . , prices received for fish 
and prices paid for suppl ies ru1d gear) to and 
from affiliateo 9 nnd p�yments for technical 
services and management differ among multi­
n at ional enterprises., llhether such pol icies 
work against the interests of the host 
country will depend on the strength and 
astuteness of the local partner end on its 
ability to resist assuming a disproportionate 
share of the capital burden or sacrificing 
part of the earnings to which it may be 
entitled @ No such potential brake slo\'TS down 
the activity of the whol ly-owned subsidiary ; 
its freedom of operation may or may not be 
of advantage to the host countryo One un­
doubted advantage to the host v however , is 
the fact that the whol ly-owned subsidiary 
provides a larger initial contribut ion of 
foreign exchange and is more l ikely to 
delay payments abroad during its early period 
of operation@ 

Again , the host country may choose the 
joint venture because its actions are more 
predict.able, because its greater freedom to 
buy from local and from nonaffiliated sour­
ces promises lower costs 9 and 9 above all 9 
becaUBe the host country can exercise more 
effective control over its operat ion a 'Ihe 
multinational enterprise is obliged to sur­
render certain management powers which the 

local partner then al igns with it s own 
governments policy ob ject ives,. One 
occasional except ion to this rule occurs 
when a loc�.1 partner insists on regular 
dividend payments I although i ts own govern­
ment would favour re investment in the 
venture in order to strengthen and expand it 0 

In short , there are so many variat ions 
in the ob ject ives 9 capacities ,  and att i­
tudes of host country vis-a-vis foreign 
partner that alternat ive ways of col labo­
rating should be considered on a case-by­
case basis,., The joint ventw.•e does have 
definite appeal I part icularly for developing 
countries I and this arrangement face s a 
bright future j f present trends toward 
coastal-Rtate control over broad economic 
fi shery zones become embodied in inter­
nat ional law.  

3.,5 'Ihe Need for Complementary 
Interest s between Partners 

A basis for the format ion of a joint 
venture dependf'J ul t imately on the existence 
of complementary interests between pro­
spective partnerso For th is reason , each 
must clearly understand the other ' s  basic 
ob jectives ru1d their compatibility with 
his own .. At the very beginning , a realistic 
appraisal is essent ial of what each partner 
needs and what it has to offer., 

It is obvioUB that a critical diver­
gence of interest is inherent in virtual ly 
every joint vent ure in the fisheries fielde 
The distant-water operator wil l I with few 
exceptions, be primarily concerned with 
maximizing profitso (As used here , that 
term embraces long-run consid0 rat ions that 
may induce an operator to accept somewhat 
lower short-run profits in order to main­
tain , for �xnmple 9 a position in a desirable 
fishing area., ) 

'Ihe host country ,  on the other hand 9 
is concerned with greater issues., Apart 
from profit per se , it envi sions empl oyment 
in and income from such secondary operations 
as the processing and marketing of the 
h arvest and the repair and maintenance of 
vessels and equipment 0 In some instances , 
the host coootry may look toward opportun i­
ties for regional economic develop�ent 0 
For example ,  a successful joint venture may 
stimulate the development of better harbour 
facilit ies , the benefits of wh ich will 
extend beyond the local fishing industry as 



as a whole ® It may al so serve as a highly 
effective magnet to draw economically sub­
marginal fishermen from isolated communit ies 
into port areas where their contribution to 
the economy can be increased substantially0 

In short, at some cost in accounting 
profits tho joint venture may be operated 
in such a way as to produce a larger total 
economic and social benefit to the host 
countryo But since the international company 
is most vitally concerned with profits, the 
benefits in which the host co untry is 
interested may, in some important respects  
and in technical terms , prove to  be  out side 
the scope of the joint venture 1 s operations 
and thus out side the scope of the interest s 
of the foreign partnero 

'Ihe same difference in po int of view 
may generate basic disagreement with respect 
to employment and training requirement s0  
From the standpoint of the host country, the 
lower profits that result from the cost of 
training local fishermen and, for some time, 
their lower productivity in fishing operations 
may be much more than offset by the long-
term gain s to the national and regional eco­
nomies .. kn important factor, often negelec­
ted, is that trainees who leave the joint 
venture to strike out on their own or to 
work for other companies still represent a 
net gain to the host country' s economy, 
even though the investment in their training 
is entirely lost to the joint venture itself0 

External returns accruing to the foreign 
partner, or to others in its home economy, 
also give rise to a divergence of interests o  
Suppose, for example, that the foreign enter­
prise is primarily interested in gaining 
access to a valuable resource such as shrimp 
or tuna for delivery to its processing and 
marketing i.mits at home0 It will now have 
less  inducement to maximize net profits to the 
joint venture ; moreover, it will prefer 
to base its operations on ship rather than on 
shore and to use existing ves sels rather than 
to create a local fleet adapted to local con­
ditions., 

In summary, the joint venture cannot, 
in most cases , be expected to operate with 
complete h armony of interests between the 
two partnerse The wise course is to recog­
nize at the very out set of negotiations the 
po ssible friction points and to define 
specifically the ways in which they are to 
be resolved0 Only by frank discussion of 

overall ob jectives can the poten t i a.t for 
divergence of int0re st0 be counter()d or 
minimized., 

4 0  FACTOHS INFL(.IB;NCING DEC I SIONS TO ENTER 
IN'ID JDDJ'll VEIJTUTIES 

4.,  1 'Ihe Viewpoint of the Foreiel!_ 
Partner 

'llie expe ctat ions of partners before 
entering joint fisheries venture s  ru1d 
their experiences in such operations h n.ve 
been the sub ject of several inquiries o 
'lliis section summarizes oome of the fac­
tors that weigh heavily with operators in 
develol)()d countries when con1JitlA ring 
joint ventures in fisherie s ., 

A number of multina tional companies 
interested in fisheries r<: cently replied 
to an FAO questionnaire that the fo llowing 
were among the more importru1 t factors 
encouraging them to enter join t ventures :  

( 1) opportunities to participate in 
fishing operations from which 
they otherwise would have been 
barred ; 

(2) opportooities for exploiting 
at tractive foreir:;n - or expan­
ding domestic - market s ;  

(3} creation of a base for the 
establishment, locally, 1of rel&= 
ted industrial activities 
("multiplier" effect of fi sherieu 
operations) ; 

(4) acquisition of skills useful in 
other operations in the foreign 
country, by observing the way 
the local partner deals with 
bUBiness problems ( 11 cro s s  ferti­
lization" of experience) ; 

(5) a host country partner' a know­
ledge of local business practi­
ces, especially when a common 
language or common ethnic back= 
ground make for ease of commun i­
cat ion with himo 

(6) existenc0 of good infrastructure 
facilities or of a pool of labour 
that can be easily adapted to or 
trained for the operat ions to 
be undertaken , 



(7). flexibility of meeting staffing 
requirements v becaMe re liance on 
local partner's work force eases 
the problems of adjUEJtment to 
changing requirementl::l ;  

(8) promotional assistance offered by 
input industries interested in 
opening new markets ;  

( 9) incentives by the host government 
encouraging foreign investments 
(and joint ventures in particular) ; 

( 10) the possibility of winning better 
"polit ical treatment" for one u s  
foreign operations ; 

( 1 1 ) the offer of special concessions 
or monopoly rights by the host 
government , 

( 1 2) support from the home government 
of the foreign partner and from 
regional and international finan­
cial and development-assistance 
agencies., 

Conversely , the companies responding to 
the FAD inquiry considered the lack of the 
above opportunities as well as official 
restrictions on foreign investment and joint 
ventures as the principal factors holding 
back expansion of such arrangement so Japan , 
which has had wider experience in the field 
of joint fisheries ventures than any other 
country 9 classes the relevant constraints 
under the following headings : 

( 1 )  political and economic instability ; 

(2) risks of nationalization and 
foreign=exchange restrictions ; 

(3) lack of social capital and infra= 
structure ; 

(4) differencesof institutions and 
cu.stoms0 

Executives of leading Japanese fishing 
companies who attended the 1 969 International 
Conference on Investment in Fisheries identi­
fied major difficulties they had encountered 
ae follows (FAO, 1 970) : 

( 1 ) inadequate prainvestment information 
on social and economic conditions 
in the developing country (both 
sides appear to be at fault in this , 
the oapi t al-importing country for 
not providing necessary information , 
and the foreign investors for 
failing to obtain it) ; 

(2) initiat ion of projects on the 
basis of inadequate or over­
opt imi0tio appraisals of resourc® 
potential ; 

(3 ) overambitious scope, or excessive 
speed in implementat ion , of pro­
jects (due to the developing 
country' s eagerness for rapid 
progress and quick returns ) ; 

(4) lack of effective cornrm.micat ion 
between the foreign and the 
local partner (often due to 
differences in customs , inst itu­
tions , and outlook rather than to 
bad faith ) ;  

(5) excessive competition between pro= 
jects of similar aims ru1d charac= 
ter (failure by foreign -investors 
to take into account similar 
activit ies by other companies , 
and failure of the developing 
co1.mtry to control the number of 
ventures authorized to exploit 
specific resources) ; 

(6) unforeseen changes in the gener<;tl 
economic and social structure of 
a developing country0 

Other factors discouraging a foreign 
partner ' s  interest in entering joint fishery 
ventures have included : 

( 1 )  the limiting of ocean areas for 
which government fishing licences 
are required into zones too small 
for successful operation ; 

(2) the high cost of preliminary 
surveys to establish feasibility 
of operation; 

(3) the difficulty of attracting 
guest country staff to employment 
in remote areas i 

(4) high turnover rates among host 
country crews and excessive costs 
of hiring and training ; 

(5) difficulties in local procurement 
of essential equipment ; 

(6) local food habits which inhibit 
development of markets for fishery 
products ;  

(7) restriction by the host govern­
ment of activities of direct 
commercial interest to the joint 
venture ; 



(8) delays and excessive costs 
associated with the import ing of 
equipment 9 obtain ing of permits 
and licences and compliance with 
local regulat ions® 

Nevertheless 9 interest in joint ventures 
continues to  grow 9 becaillle the sum of a 
foreign partner 9 s capital and skills, plus 
the abundant and less costly labour and the 
natural resources of a developing country, 
equals net benefits in the form of a more 
efficient use of productive factors and a 
better internat ional division of labour., 

4@2  The Viewpoint of the DeveloEin� 
Count:r;v:, 

Many developing countries a.re in prin­
ciple inclined to  like joint veni,u.res., Speci= 
fio considerat ions which may prompt a 
developing country to seek fore ign collabo= 
ration may include the following : 

( 1 )  

( 2) 

(3) 

(4) 

lack of information on the stocks 
which the country hopes to fish 
may militate against an immediate 
large-scale investment of local 
capital ; on the other hand, the 
country may not want to delay 
establishing itse lf on the fishing 
grounds which other nat ions have 
already started exploiting ;  

production may have to be primarily 
export-oriented, because of the 
l imited absorpt ion capacity of 
domest ic markets i forming a part­
nership may be desirable to  ensure 
entry into foreign markets ; 

l ocal fishermen and fishery enter=, 
prises may lack the capital as well  
as technical and management skill 
for unfamiliar deep-sea fisheries 
operations , they may look to  
fore ign partners to bridge gaps ; 

availability of essent ial infra­
structure (for physical communica­
tions a:nd/or for landing, trans= 
port, and storage) and of public 
services may encourage extension 
of fishery operations to deep,-sea 
grounds necessitating, in turn, 
collaborat ion with experienced 
joint venture partnerso 

Some developing countries have reser­
vations against the promot ion of new fishery 

joint vent ures 9 mostly because of unfor� 
tune;te prior experience in this sphere ® 

At the 1 969 International Conference 
on Investment in Fisheries representa­
t ives from deve loping countries reported 
(FAD, 1 970) that national interests had 
been in jured by the following actions 
(or failure to act) of overseas partners i  

( 1 )  breaching of the terms of the 
joint venture agreement ; 

(2) fail ure to include e lements 
essent ial for effective opera= 
tion 9 e o g0 ,  provision for the 
procurBment of spare paxts ;  

(3) stringent repayment terms of 
l oan agreements ; 

(4) contractual obligat ions for 
high wage peyments to fore ign 
crews and for payment t o  manage­
ment of a fixed fee rather 
than a percentage b ased on 
returns ; 

(5 ) reluctance of fore ign crews to  
train local men ; 

(6) provision of equipment W1suit­
able for local operations 
{e a g.,,  vesse ls could  not be 
accornmoda;bed in existing port 
facilities or were equipped 
with unserviceable engines) ; 

(7)  readiness to enter int o  extra­
contractual agreements with 
local officials (although such 
"deals" may have short-run 
advantages, they are likely to  
jeopardize operations in  the 
longer run) ; 

(8 ) unfair exploitat ion of the 
lack of experience of host 
country partners ; 

(9) failure to  make clear to  host­
country interests the cost impl i­
cations of such factors as pro­
curement of spare parts abroad. 9 
repairs which cannot be carried 
out in the country 9 fluctuations 
in market prices of requisites 
to be imported 9 etc0  

Other relevant complaints have 



included :  

(1) exce ssively time consuming B UI'= 

veys required by the foreign 
parlner before commercial exploita­
tion could begin , and/or the con­
duc·t of commercial operations 
under tho guise of "surveys" in 
order to escape the sharing of 
benefits with the local partner ;  

(2 ) interference of joint venture 
operations with a local , traditional 
fishery ; 

( 3) provision of services or incorpora= 

tion of operations in the joint 
venture which compete with an already 
e stablished local busine ss ; 

(4) unrealistic charge s for service s or 
equipment , and other practices 
followed by foreign partners to 
reduce profit s and obtain exce ssive 
benefit s., 

5 e  INFORMATION REQUIREMENTS FO R  EVALUATION 
OF PROSPECTIVE JOINT VENTURES 

'lhe same bn sic que stions must be answered 
prior to forming a joint venture as in any 
other sort of business enterprise g 

(1 ) Is  the venture feasible from a 
legal , technical , economic and 
financial standpoint? 

(2) Doe s it fit in with overall plans 
for corporate development and par­
ticularly with regard to the host 
country 9 for social and economic 
development as well? 

Additional inve stigations nece ssary in 
the case of the joint venture pertain to the 
choice of the partner and the existence of 
complementary intere stso 

5 0 1  Analzsis of Inve stment Climate 

For the foreign partner the techno­
economic and financial analysis of the joint 
venture project should be preceded by a 
Btudy of the investment climate. 'lhis 
involves an apprai sal , first , of economic 

1/ Stikker ; UNCTAD, 1 967 ; Henderson ; Anon 1 97 2  

and political factors in the host countcy g 
including an evaluation of stability in th ,  
past and of trends likely fo affect future 
business operations . Next must come a 
study of measures affecting foreign invest. 
ment and of institut ions established to 
enforce t hem .  A great deal of information 
of this  type has been assembled 9 much of il 
under UN ru1d FAO auspices 2/i however 9 the 
currency of t he material should always be 
verified . 

A third phase of the preliminary 
feasibility research should cover the legi• 
slative , in stitutional and administrative 
factors likely to affect fisheries  opera,.. 
tions in t he host country .  Questions t o  b� 
con sidered should include, at a minimum : 

factors connect ed with t he legal 
status of waters ; 
t he prot ection of species ;  
operation s of ves sels in general 
and of fishing vessels in parti­
cular ; 
work on board ; 
location of indu strial (particu­
larly of fish-handling and -pr0=, 
ceasing) facilities ;  
sanitation and hygiene requirement s ;  
fishin�port operations an d  admini­
stration ; 
fishing t erminals and fish=<li stribu= 
tion facili tiea 
training ; 
control of fishery research ; 
pollution prevention , etc .  

An ext ension of t his inquiry relat es 
to the administration of fisheries policy: 
i . e .  t he hierarchical status of the fishecy 
agency , t ho services provided, t he size of 
advisory and regulatory staff , the identi­
fication of other government agencies t hat 
may indirectly affect joint venture opera,­
tions,  liaison and coordination among 
agencies concerned , and administrative 
procedures in general . The amoW1t and 
types of red tape , t he manner in which 
legal provi sions are interpret ed , and the 
speed with which administrative decisions 
are enforced in practice , all are relevant 
in assessing t he feasibility of a joint 
venture . 



5.,2 

Many joint ventures have foundered on 
the same problem : 

inadequate information o 

'lhis section def ines a number of key 
factors which should be investigated thoroughly 
as  a basi s  for any fea,sibiHy study �o be 
detailed later) ., 

'lhe single  most vital factor for any 
m9,jor new fishing venture , joint or other­
wise, is  the estimate of stock mid yield for 
the target species0 It i s  simply impossible 
to plan the level , type , or location of 
fishing effort without at leas·t preliminary 
e stimates of long-·term yield capabilities of 
the populations to be fished., It should be 
emphasized that preliminary estimates no 
longer require the traditional long-term accu­
mulation and analysis  of data., Rough initial 
eatimates ,w}equate to determine investment 
levels in relation to fishing capacity can be 
obtained relatively cheaplyo It goes with­
out saying that existing l iterature should 
be consulted , particularly reports by inter­
national agencies such as  FAO and by ind ivi­
dual countries in order to d i scover as much 
aa possible about the biological charac­
teristics 001d abundance of the target specieae 

A second basic element of information 
i e  the state of the existing fisheries0 This 
involves a number of separate elements. First i 
it is essential to assess the probable bio­
logical end economic impact of the proposed 
operations on the existing fisheries of 
the host nation e If competition exists , it 
must be determined whether the yield of the 
stocks  to be fished can accommodate the new 
activity without sie;nificant reduction of 
catches for existing fishermen ; if not 9 it 
iB  even more important that overlap be elimi­
nated or minimized0 Ideally,  of course , 
the host nation would prefer to use the joint 
venture as a vehicle for raising its fishing 
operations to an industrial level while  con­
tinuing to upgrade and modernize its local 
small-boat fisheries at a space to accommo­
date the traditional fiehermeno Thie  may 
involve not only the separation pf the joint 
venture from the existing fisheries in geo­
graphical and biological terms but also a 
need to explain to local fishermen that if 
such precautions are taken they should not 
blame the indll13trial scale fisheries for any 
worsening in their catches from one season to 

another as this i s  frequently the case® 
In many cases it may be possible to include 
e:dsting fisheries within the framework 
of the new operations ; bait-fishing for 
tuna operations , for example , i s  a common 
form of cooperative development0 The 
joint venture I s processing and other 
shore-based faci.l i ties may offer services 
to local fishermen as we l l , to the bene=• 
fit of al l ,,  

Although these suggestions may seem 
obvious , some developing countries lack 
a.ny data on existing local fisheries on 
their range on spec ies composition and on 
their potential overlap with any proposed 
joint ventureG It is , therefore , a 
ma jor responsi bility for planners of the 
joint venture to ascertain at the outset 
that existing and proposed fisheries 
either are completely separated or are 
m�aged in such a fashion that only bene­
ficial relations are set up,, 

In add ition , the planners must 
review carefully the total of f ishing 
operations ;  not only those under control 
of the host country and its potential 
partner but those carried on in the area 
by other countries® Such information may 
not be easy to come by; nevertheless , 
some effort must be made to determine the 
potential impact of all commercial ven= 
tures operating on the same stocks before 
m1y sensible assessment can be made of 
the appropriate level of inveetment0 If 
the fishery is prosperous , it may wel l  be 
that sting and potential effort by 
other partic ipants will shorten drastical ly 
the period within which the joint venture 
must expect to recover its investmento 

A related aspect i e  the degree of con­
trol over fishing areas0  If the joint 
venture proposes to operate in waters that 
l ie entirely within the jurisdiction of the 
coastal country 7 the enforcement of restric­
tions against other participants may be of 
critical importance to its success., If 
operators previously permitted to fish with­
in the host country ' s jurisdiction are now 
to be phased out , this process must be 
weighed in planning the timing and level of 
inveetment0 

The joint venture, l ike any other enter­
prise , can be developed rational ly only on 
the basis of wel l-defined present and poten­
tial markets e 'llie relative size ,  state of 



development 9 price prospect s 9 and priori tie El 
among markets all have a bearing on the ques­
t ion.,, If the planners are intereEJted prima­
rily in international markets - e .,, g0 tuna and 
shrimp - the corporate partner from the deve­
loped country no doubt is already in posses­
sion of fairly detailed information about 
current and future ma.rket0 0 

More difficult problems of market defini­
t ion and assessment arise when at least some 
of the catch is to be marketed within the host 
countrye To some extent this may involve a 
t rade-off of economic returns against social 
benefitse 'Ihis is a matter of highest impor­
tance in preliminary negotiations, and one 
that can be handled successfully only if the 
extent of the trade--off can be ascertained 
with reasonable accuracy" A joi�t venture in 
a protein...<l_eficient host country can and 
should be expected to supply domestic markets 
·to some extent i but it is crucially impol\tant 
that the terms and conditions for such provi­
sion be defined accurately if tP e marke ts are 
less profitable than othe rs available to the 
joint venture ,, 

Analysis of local markets is almost 
invariably complicated by their imperfect 
development ,, If local consumers are already 
fruniliar with the species to be landed and 
purchase fish through a reasonably well­
organized distribut ion system, an analysis of 
the potential is not difficult " But if local 
consumers have to be induced to buy the pro­
duct or if the full potential of local mar­
ketA  can be realized only after substant ial 
investment in markets, transportation v and 
t raining of entrepreneurs, the situation will 
be much more difficult to assess" 'Ihe policy 
issue to be resolved in negotiation between 
the host country and the corporate partner 
from abroad is the extent to which the joint 
venture should participate in such market­
development programmes even at the expense of 
short- and intermediate=term pro fits o In 
ehort 9 the analys is of potent ial markets io 
not simply a matter of commercial fore cast ing; 
it involves intimately the baaic purposes of 
the joint venture . 

'Ihe problem of developing local markets 
for fish in emerging coastal nations has been 
a major concern of FAO and of other agencies 
for decades.. If such programmes have been 
operating in the host country, a wealth of 
information on market potential should be 
available® If not, help may be found in 
studies by FAO and other agencies in adjoin­
ing countries having  similar social and 

economic structure as well as comparable 
consumer preferences for fish ® 

If +he joint vent ure is aimed at 
international markets, AA important con­
siderat iom may be entry to closed mar­
kets or to blocs in developed colmtries, 
such as the European Economic Community 
(Common Market ) "  In some ca,ses 9 
access to an otherwise limited or 
closed market may bo the greatest bene­
fit brought into the vent ure by the 
foreign partner in exchange for his 
access to otherwise restricted or closed 
resources., 

The initial feasibility study must 
alsQ,, consider the critically important, 
thoueh sometimes nebulous 9 matter of the 
climate of nat ional policy toward foreign 
participation in investment in the 
developing country., In some respects 
this information may be quite specific ; 
in others, the overt legal and 
administrative measures may hide a host 
of other considerations that meke 
foreign participation difficult or 
hazardous" All that can be said is that 
a careful review with appropriate 
officials is essential if the joint ven­
ture is to feel some assurance of its 
freedom to operate within the host 
country ' s  jurisdiction on such important 
issues as repatriat ion of cnpital v  
distribution of profits, employment, etc" 

5 0 3  Feasibility Studies 

'Ihe next step is the techno-economic 
feasibility study, a routine operation 
for any multinational company in con junc­
tion with all investment pro jects" To 
an incNasing extent, such studies are also 
made by tlevelopmg co\IDtries, with the 
aid of a growing literature of hand-
books and manuals which outline methods 
of calculat ing social costs and benefits 
( see Appendix) " 

'lhe techno-economic feasibility 
study may be a special undertaking1 by 
the foreign partner with the approval 
of - or under a concession by - the host 
country ; it may be the sub ject of a 
separate contractual joint vent� ; or 
it may be the first phase of a possible 
long-term equity joint venture @ 

'lhe study is customarily conducted 
by the foreign partn0r on the basis of 



its Buperior technical knowledge and 
experience in evaluating :requirements for 
fisheries operations on an industrial scale ,, 
Should the host country oppose thia arrange­
ment, ·the prospective partners may choose 
to hire an · independent consultant on whose 
competence they can agree and whose charges 
seem reasonably close to the costs of the 
feasibility studie s contemplated by the 
partners themselve s,, If neither of these 
alternatives is acceptable, the agreements 
covering feasibility work may include clau­
see safe-guarding the respective interests 
of the parties .. 

If the foreign partner is not unequivo­
cally to longaaterm collaboration, the host 
country may want to make sure that explora= 
tory and experimental operations carried 
out to determine feasibility are not unduly 
protracted (with re sulting delay in the 
exploitation of commercial opportunities) 
or that the benefits of the findings will not 
accrue only to the foreign partner, if, 
for any reason, a longaaterm joint venture is 
not eventually concluded0 Attempt s to 
shorten feasibility work drastically or to 
eliminate it altogether, however, may well 
run counter to the host country' s long-term 
interests .. Adequate inve stigation of 
commercial feasj bility is necessary even if 
the re source s to be committed are compara­
tively smalle '.lbe risk of discouraging 
desired foreign inve stment by failure to 
permit such investigation, is a far more 
important consideration than the possible 
los s  of some partial benefits from a survey. 

Where the host country plans to make 
available substantial resource s for a ven­
ture, a thorough feasibility study is even 
more important in order to jillltify the in­
ve stment in fishing instead of in other high= 
priority fields e 'Ihe foreign partner too 
must of course consider the "opportunity 
cost" of the resources it intends to allocate ,,  

'Ih e  e ssential feature of feasibility 
studies i s  in most instances an exploratory 
and experimental fishing survey, conducted 
under an agreement 0 'Ihe principal content 
of survey agreements includes i  

( 1) nature of the operations to deter­
mine commercial potential ; 

(2)  allocation of re sponsibilitie s for 
conduct of operations ;  

( 3) survey dimensions i  

(4) supervisory controls, if 001y 0 
by government ; 

(5) <.Jbligations amrnmed by the 
intere sted partie s ;  

(6 ) facilitie s offered O rlghts 
granted, concessions made 9 to 
assist operations ;  

(7)  financing and allocation of the 
costs among the partie s con= 
cerned;  

(8) condit ions which might lea,d to 
(or necessitate ) suspension 
of the survey ; 

(9) conditions relating to follow­
up work 1 ie e m v the conclusion of 
a long-term joint venture 
agreement v transition to an 
operational ph ase 9 0tc0  

Depending on the extent to which the 
activities of the contemplated joint ven­
ture are to be vertically integrated, the 
determination of commercial feasibility may 
involve a wide array of survey operations" 
For example, an actual agreement to 
e stablish a fully integrated skipjack 
fishing ,  canning and distribution opera­
tion details the feasibility work in this 
way i 

( 1) evaluation of fishing potential; 

(2) determination of the nature, 
scale and phasing of fishing 
operatiomq 

(3) location of land for facilities ;  

(4) port s, roads 9 power 9 water and 
housing i 

(5)  raw materials supply plan ; 

(6) detail and timing of capital 
expenditure ; 

( 7) marketing plan; 

(8) detailed cash flow @ stimates ;  

(9) schedule of staff and labour 
requirement s and training pro= 
gramme s ;  

( 10) financing arrangements ;  



(1 1 ) determination of the capital struc­
ture of the fish canning venture 
(to be e stablished at a later 
stage if the re sults  of the pre­
ceding feasibility work are judged 
favourable) " 

Other joint fi shery ventures may not 
plan on vertically inte grated operations or 
may not require feasibility work in cert ain 
fie lds., If the ent ire catch of joint ven­
ture fishing operations is 1 for example, to 
be allocated in accordance with a special 
marketing agreement between the partners, and 
if no processing operations are contemplated, 
the survey may be limited to exploratory and 
experimental fishing and the analysis of 
published source s "  

The scope of  survey operations will 
depend in general on the amount of informa­
t ion already available ., \·Ihere some experience 
data have a.lready been gathered for the 
waters to  be exploited ,  subsequent explora­
t ory and experimental fishing will  be de signed 
t o  bridge gaps in the information on stock 
asse ssment and vessel productivity and to  
assess how changes in fishing effort during 
the term of the joint venture agreement wil l 
pre sumably affect the catch rate m 

The need for a separate market ing sur­
vey may be diminished or altogether e limina= 
ted if the target species is sub ject t o  a 
etrong export demand which is expected to  
continue or to  increase 0 

Individual feasibility investigations can 
be narrowed further by specifying the 
fishery re source to be evaluated ; the pro= 
ducts to be covered in the marketing survey ; 
the area for exploratory and experimental 
fishing;  time factors (start and duration 
of survey operati ons) ; shore installations 
and facilities for the docking of vesse l s ;  
and inputs (ve sse ls, gear and manpower 
e mployed in the survey)" Many contracts are 
h ighly specific on these aspect s o Regarding 
survey ves se l s ,  the contract may specify 9 in 
addition to basic characteristics of the 
craft i 

that the vessels  are to be chartered  or 
provided by the fore ign partner ;  
that full informat ion on ve ssel nnme s 9 
crew identity and place of ship con­
struction will  be provided to the local 
authoritie s ;  
whether survey ve ssels  are allowed ·to 

1 4  

fly foreign flags in national waters, etc., 

The economic viabil ity of a project may 

be subotant ially enhanced i f  the fishing 
survey, or the acope of  the  joint venture 
itself9 is not restricted to one species 
or to a certain area. This relaxation may 
not be possible v however, where ot her 
species in the survey region are already 
be ing exploited by local fishing opera­
tions or where other areas have already 
been adequately explored and/or are 
reserved for or covered by agreements with 
other partners . 

Host countries may also have pol iti­
cal reasons for limiting species and areas 
to be exploit ed. For example, if  small­
scale coastal fishermen complain that sur= 
veys relate d to t he feasibility of a trawl 
fis hery have hampered the ir own operat ions , 
this might be considered detrimental to the 
overall social development of the nation ' s  
economy. 'l'oo much restrictions in t he sur= 
vey agreement , however 9 tends to hamper the 
e fforts of the surve y team to  obt ain ade= 
quate information. 

The granting in t he contract of 
exclusive right s for explorat ion for the 
species in t he stipulated area may compen­
sate for limitations . Not infrequent ly 9 
though , such exclusive rights exist only 
in relation t o  ot her international 
interests but not in relation to  local 
operations which may want to engage in 
survey worko 

Most survey agreements specify the 
dates on which operations are to commence 
in order t o  avoid penalities or cancel­
lation of the contract . Start ing dates 
should be set with  due regard for diffi­
culties to be expected  in marshalling the 
requisites for t he survey. Seasonality 
of the fishery and general characterist ics 
of the st ocks to  be inveat ieated are con= 
s i derations of cardinal importance in 
fixing both the starting date and the 
durat iono 

In this connection, it must  be emphai­
s i zed that the nature , scope , and length 
of the invest igations should be tailored 
to  the prima objective : a determination of 
commercial fea.a ibil ityo '11he requirements 
of this goal may di ffer greatly from the 
simple gathering of data as a basis for 
scientific otudieo o Misplaced economy 
in  designing the survey can be very coatly v  
since findings baaed on less  t han a full 
season ' s  fishing can be grossly mis­
leading o 

On the other side of the coin9 a 














































































































































