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This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.
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without additional permission from UNIDO. However, those who make use of quoting and
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It is truc that wage rates are lower than in the industrisiized

countrics tut that in itscl? doec not juarantee low cocts. In

practice it normally tak s mary years to acnieve w lovel of officieney
and cost competitiveness comparable wilh tie ¢ldcr industrialized
countrics, wnich alsc have th  uwdded advantaoce of larser sceal: s This
is relflceted very clearly in tie export fivures @ oat the ve inning

scussine raw material  costs, I said that cxports

[N

of this vap wion
for the new ractories wore rarc.

Just now rarc i soown by the rigures in Chart 5, for world
exports ~f tyres in 1957 and 19¢7. In 1957 world tyre exports
amounted to €131 millicn. O7 that total, loss than 1) was cxported
by the developing councrics (excluding Spain and Portugal, which arc
sometimes classilied os undoerdeveloped, but arce hardly in the same
catepgory ac the Htinr aevoloping courztriz:s;). U ring too following
decade at least twenty -0 tre devolopine countrics acquir:d new tyr
industries, and tiers were substancial x:pu.usirm:: o1 the Industry in
many ctrncrs. Yot ry 1907 exports of tyres by the developing countrics
nad risen to only 2, o4 thwe total.

CASE STUDY - MALAYOTA

I have scid quite n lot now about investment in dcvelopdn:
countrics in sroneral terms. To conclude this papor, iU may be help-
ful to illustrate Ly means of an actual example and I proposc to give

you a sketel. of my company's experienc in Malaysia, or Malaya ac

it was until 1963,
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For many ycars we carriocd on with that country a substantial export
trade from the United Kinrdom, Principally in tyres. 1In addition, we have
owned oxtensive plantation interests in the country for a long time, so
that nnlop wae widely lmown nog nly as n supplier of tyres but alse ag
an cmployor and mdbep producr, Dunlop's interest in local tyre manu-
facture rivsc show d Itoelt at e L cinnine of the 1950's. At that time
1ll motor tyres wer belng imported, but toee wWas already some loeal
manufactur. o cyele tyres and cortain other products of tine rubber in-
dustry sucl s footwenr.

T firct bunlop initisbive was an attempt to buy 4 small cycle tyre
factory wnich. came up for sale, This fell throwgh in the ond, but it is
Interestin: to note tont 4 ohdietive was to protect the company 's
position in ¢y 1. tyres and camelbaci, and, as thr authioritlon nad already
CXPTess oo wisi La onoocuraoe e e velopment of o local rui’ many-
Facturin  industry, to te in wpotition to vxpand into car and truck tyres
at tho appropriat- tin .

Aftor s pins e nothine happered 1or Several vears.,  This period
of qQuivseche:, 'rom 19535 to 1957, colncuded with the Energeney, and in
retrospect it looks e thouwget: o ditticultive Ar the sveurity situation
combined wit -Indupendenee wieertaintics about gove ent policies
were an etfcetive doterront te forei o frvestpnent.,

By tho ond or 198 Oy the military sid . of the Emergency was over and
Malaya had ¢ nopm. indepondent,  Growd: rrospects looked promising, both
for tiv ceoonony as A whole and tor the markets in waicl we veere interested,

The new governmont had adopted o favourable policy towi.rds industrial
I
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development andl - o further spur - 1t tecame known thut two
promirent international competitors werce submitting proposals for
local tyrs nanufaciure o the oovertment,
Trotimincayr studics indieated that o Dantory would yicld
rvopocoMte clven alenuace protection apalnst imports,

and it s deeided to ontor into nerotinticons with the covermment.

Further, d~tnilow sthuwdies in 10 rrought out several

a) The foreecast demnc Tor tyeccs in the Lirst year of full
working by o now Metory would represent o volime of rnufacture
barely adequate Tor o ninimun ceonrmie tyre plant,

1) Malayn and reisbouring countrics were cnjoying very Lo
wrices oy ty.sos beeanss they eonstituied o hiphly compotitive
narket {Hr tyoe maaud ctorears o oyl out toe world, Thero were more
than 30 difroront makes of e irmorted, and priecs wore kent
1o by £ cxistonce of surplus ecpac-ty in Uho main manufacturing
eountries, whini Cneovraytet o 0 of dumpinT.

c:) Yoo and ooste n Malay wore hisgh compared with thosc
in most sther Asimy countiics. Labovr, Tor oxamle, was (0 morc .
in Todir, and eleetric noar e mors than “wice s much. The lower
pricc of rurtcr in Malayn ns partly offeet by hisher prieces for
other raw matorials used in tyre eonstruetion.

The comtination o1 these factors - limited volune of demand,

high nanufacturing cnsts and low current selling prices - creoted

a situntion unfavourahle tc local manutfacture. The government
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nevertheless indicoted iig Wwish 1o sec o lyrc fac'ory establishod, ~nd

continved to «ni.rizin areronciacs from compceiitors.
S IV was clcar ‘o g .hot locil menulociore could ol Be comm.ircially

Sweenssful in elrya, civen un. Afficaliics 1 hewve mcationcd, if ©1lly or a lorg

Ll

-

-
Noib, o0 Vhe entirc mer ol don and was g wblicd by the 2ronoszd ncyy faetory.  hd

aineo the alayan covernme: . was ‘ndoeraicod Lo Lo opposcd o Cuantl .o vive 1inport

restriciions, it followcd Laet e required concontrotion of domead iovld have o

Le achicvod by (o) reielis import dubics *O o onibitive livils g ()« Suriay

thei no other compis.y would be wilow d io menvlzeie oo otor Eyres 1o Ll country,

TCthe same lime q. Wes cloar that som. incivese in sclline prices toald Lo -
C8Bary Lo usarc Lhai b Qeu Lfactor: riclaed o sctisfactory crofil, i vicw of
the Bigh costs of production alreody ivntioacds O fuprhop reralraaent was Lhat
tie neerssary macilanry end ray matiricls should 1. ~llowed to cnter the counvry
duty froc,

10, Viv regard Lo caplval seructure e wllop domprny, in line uith iis
normal policy, .1, that ~deysians should -, ~dloved to Perticinotes T4
envisid a pollic issu or 44, ol .. ordinary gharcs.

11. rroposalsg ~long these lines vere suomi.oood o ghe delayan covernment in
Carly 1,59, I was not surprisins that the aveioritics thope suould hieve some
rvservotions about Secenting them, sinee Lo Deekae w proposcd containid soinc
poliiically oty 2UIVE 1iomg - o it inereasce in variffs, iohep sclling
Prices and o MoLopoly nosicion 1or o torcign—con.rollod meaufaet arin, - compait -,
Duspite this; acccp ciel of Hhese torms weg g cussary iy tlvva was oo “CqUls
& ouccessful tyrc ladusiry, rad we hed to convine. ih. arcvhoriiics lhat uiig 1133
S0.

1. “he nero.ictions were very prolracted. L he dcley was cuused pectly by Lhe

difficul .y of Loty the Tielaysion cataoritics o ~ceept 1he argumcats for our
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taports of Tyres 1957 and 1967 (£mn)
1957 1967
o «uipped Countriss Lmn *, of Total £mn yol o
EEC 424 123 §
usa 35 R 20-8
(']} 253 100
Japan 75 303
USSR & Eastern Bloc 45 155
Other developed European Countries 53 232
S Africa 31 14
Canada 23 53
fsrael 21 34
Australia ‘0~3 08
Sub-Total 1291 985 2542 95
. terwodiate Countries
Spain 01 29
Portupal 10 22
Greeceo - 01
4 | Sub-Total 11 09 52 %
Jevsloping Countriss
India - 14
Others LY 42
Sub-Total ot 06 56 2
_All Countries 1310 1000 2650 oM
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