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(ex;e:inlly iv the cwuoitne guuds wndustry ) ervefict contained

iu this puper.

"he metnod prip:ipel v dlopted 1. this analysis 1ot

Y

cuse~-ctudies f tao Foerac:

iat of

a) cese-uvtudic: =mnowing the variety or vossibilitiec for

industricl cocpeprantLon

oy
e

detsil the eyresrionce. of ome wmportunt or characteriatic

examples ¢l cooperation.

and the very coimplex proviems counected witn then, the wmethed

Ccencadering bhe enormous varviets of forms

gome sprecia:ly =elcotod cpse-studier, showing in great

Julnt-ventures

applied seems to be the only procitle way to get to really

relavant informatior.
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The importance of export-oriented irzdustrial cooperation

fer Austrig

Austris is a cmall ceuarter which had to built up her

industries aguin after tue dectructions of Lue war. At tnis
time alsc the most imporiant iTndustrisl convanies of Auvtria,

whici. dominste the fields ot hesvy-indastry and ~“hemicsls were

netionslized. Auvstriu btaz o Erent, world-wide operating

industrial trusts, (as e.g. they exing

" -

inoowitzeriard or i
the Netherlands) avd its industrial structure corsicts muinly
of medium~cized or small compzunies. Austrin, whi b never had
colonies, ulsc haes no traditonal viec with developing countries.
The above aspects strongly limit the poscibility anc the

interest cf Austrien firme to engage in industrial cooperstion.

Austria hes 8 very well-trsined srd relatively cheup labour-
force but is suffering from a lock of long=-term investuwent
capital. These two voints both teund to incresss the interest
in internationel cooperation agreemerts, slthough foreign firms
in most cases prefer to set up subsiaiseries in Austria or to

acquire dominating participatiocons ot Austrianfirms.

Due to the smallness of the internal market Austris's industry
is very export-oriented (elthough less than €.. in other small
industriclized . ountries ns Switzeriznd ard tne iletherl:nds).
The most important ezpert drductries are wmehinery, chemicels
and textiles. The most export-oriented industrier (mensured

ae the ratio of exports te cutput, are the industries preducing

glass, iron and steel end electrical goods. According to this

structure the industries mostly engaged in internationsl




industrial cooperstiorn are chemicals, machinery and the

electricalindustyy.

Aiztris's mal. tradiag prrtaers sre the federal Republio
of Germany ‘shore of exvorts CYod: £%,4 per cent, share of

imports: 1,9 per ceut), Italy «d switzerland. Tiz these

countries nl=o a oubstartiz. inferent exi ot 1 establisting
coeperation with Aastris, aastria s o member »f tne EifTA,
which hag led to certain regeticns (nniuly in the Jorm of
creating subsidieries) by come LEC-conntries, wnere ar

hustrioan firme up to nov @ =1.0ly nove engayed ln cocoperation

(PR
!

with the aim to circumvent the EEC-veriif-discriminstion.
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Legal and iastitubicans founistin . for

sirternational

A — .
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6oAustriar firme ap: ong.r o Sotree Lo cntoy an terrtonnl

cecoperation, Alio Lhne tropater 0 Coavias 4y Nroome

conrectio: with ~a L tre: oo Lion Ol Pee e s ted . Mhe

pelicy of the Autiisy giver went 1 d:pected towurde o

promoticn of irter:-ticral Stperatica progec o, here are

now several reguistions which C Frer “ny-i: ent,ve: for

industrisl cooper:t.cy in the {orw of ittt vesture:
("Strukturverbess:rungsge3etz”J. Klnce n speo1s) tax-treatment
of the income of r:iyaltics ha: beep decoided. The mnir promcotion
is not done directiy by government-agencie. but by semi-
official orpanizav._cns.

7. The most important of these i« the Austrian chember of
commerce, whick runs a world-wide .actw.rk of Austring trode-
delegates. Tuese trade delegates have the task o Lroemotisgg

| Austrian exports but they also play « very importent part ir

arranging inducstrial ceoperaticu, in sending spe sal iuformations

to the Austriai tirms toncerned, in doing market-recearch et .
The trade lelevgates have their wmain importance in deveioping
countries ss many Austrian tirms still are not used to ot ing

these markets.

The Austrian chamber of mmmerce promotes very much the idea
of international industriasl cooreration end has publisned a
number of relevant articles, surveys etc. purtly together with

the Austrian rederation of irdustrialicts, To farsliteste the

also created a special fund, wni:lisrwie credits st vhesp termas

)

cooperation with developing ~ountries the chember cf commerce b,



Lo Tirma, intending to enter s oint venture in an

teveloping country.

vy omuin boatruer t of Pianoooawl exporte=promatios an Austria
e cyiet o o Y A PRI SR SRR L cooredi s aad atale mparanteey,
Le.r goneme: ure admifnioteres UL o Ltnte-owned Hork
i terrei his he Ko toc librur Aous? ir 1904 tae criginal
jirect export-jrow tion was cxveddol nano oo tne sremotion
the establisnment of Pt e s R and 010t ventures.
tye 15 chiefly dune by grnc tingg gurronteer, covering wairly
e rioke of roticaslizaticn end ! tbe trarnofer of esrnings.
i+ a limited number of aces uio credarte st sproisl teras

any be grented by uhe bank,

[, the iast yemrs Aurtris ans alsc signed s number of special
“ooperstion nsgreercnts w.oth ceveral 8¢ tiam st countries as
well uns with Fra-e. ine.s agreeme:rt: moatly form a part of

n genersl - cmmey. ial treaty end piovide T0pow Joirt commiseion
of governme:nt ard industry aelegates, Tnese commissions
discuss proj» t vhich buve been initisted bv the individual

firms and decide on possible forms of susictance,
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S TR Gl uch Tawel cudger o0 Lo forw o' oo crataon,

tuan oi coo,eration Nituir Lo trota,

Liia fia% Ve louw

causer:

8) AULLLLIA'L XD OTLe amle e, L0 waaL v L. mMUCH o Lcen bpateds

DAye per cenl O AU LIiR'E XU L MPC ot 0 Lt L dlredt
Deiguioura, M Comy areda Lo .. A, Ler annt ol witiwn
eXPCIrLs. luess WAarketl . “an o reion: pu Uriabiv o - &Lay
deliversi and G velioi«d (rom tae nome-ts .. A Jjeclal
fncoative {or Jo.at=veonturs: Soulld arl.e jros S0 tpin'e
positicn cutulde Lnw carrit tare cors o0 ) s maatn  rtadlay-.osotner

LEC (export-hure 9 @ 0,0 per cent . owever, i) Lo oW

hardl any reaction i Suls directior wag o' od,

some weatar Au.trisa cow anjes ‘ounard absiaries in o .C-
countrie:, whiist the majority ot Aw t:ian Firms is waiting
for o lelfinlte solution of thin protlem ta found.

Eereover uy to pow ine tur. ff-iiscr.ainaty

A

AERY )

not proved toc Jangerocu. 10r aw-tr.an caijorLa, 2o that
incentives to circumvent these bLa.rie : b, vnterine a ,oint

ventyr: withh a comjany witnin oere were ra bor malil,

b) As already poirted outl, mo t Austrisu tirms are
comparative.i, smali. lh.relore they usual!y wre zore
interested tu expand on toeir original o ite to expioit
economie. ol sgcals, toan to aiverult, vy entariuz {1to a

Joint vunture.
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woreover Auntrisn (rries Lsndil, art reiavively ghort of
carital, Lo thab uno oo tooe Lo ve ot edroad. it o ds

Lere ot f‘v!‘lkjfﬂ‘., Lt notne Dipe WLo2lUvo Al austrian rirm

Cotep e Goint ovenionge S proefers oo bave a cmpalier share i
0 Lhe mew SomeTuly, U oet Lo Collver g 7 capital

TOULEIODULLION g as o]

A

¢  .ustria hes rel tivety cheap Lolowr=cools. 'merefore, no

Yo paroeet to oarder tnec goint crentures in |

* |

acentive gxioste

inqueLrialized @merkel-=Conomy TennaTlee.

G AuSLElan entreproatur. have Jittle axperience n joiat
ventures ain eencral and e.pecizdiy husriness in non-

Buropean countries, 't oo, therefore, o typical feature that
arg

P wmany case.s, where Auotrisn COmPAnLG oy ezl ged 1n an export-
sriented couprration BUTO1, LI mivistice for tunis came

ov the part of the toreys parner @1 eyer then Angtrian

firms often are rclusteant, because viey {f-ar btlie numdrouz

risks and prefer Jdivect cxpori. frow their home-base,

e) Austria has no lreaitionad ties NLLh werkets in developing
countries wher~ a _oint verture could te a lora to secure

an investmeunt Or u mariel ior the ruhure. insvead it has

been obLserved, tnal Au.'rias 'irw . Sonellmus e.ven disconiinue normal
export celations to evast dng 1 3k Loow as political,

monetary vtc. difticult.e. wriie. Chese readtions are mainly

caused by cv- lark of exvert. lor tre.e marketvs in many

small Austrisn tirms,
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£ A special management asvec! whish in miny ouses has proved Lo be

of great impat or the de i on wiElner Lo erper JnLc e

indugtrial coeperition tapcemens ar oot aheald Le taken 1 oito conaider fior .

There are rerativel s tew ewno-te in dustyaa aple aed willsir te o acroad.

Mt even [F caon esverte e svegatle oot oy Cipe cpe spohlem of

their calary is alweve 4 srocial one. Compored to Hesterr

irdusirialized coun'ries castrotty yape=lave! 3o veltrvely aw,

When entering ivto a ;i veniure in guch a eountry the represmativeg

of the Austrian firn~ in the managemen’ nave 1o he no d according 1
1

to thiz level. via creatcs some disturbai ce iv the antoeenal

wage structure of the Austrran firm and it alaoc lends to lessern the

loyalty of the recresentatives to their Austrian "parernt' company,

There are many rases, wnere Austrian expert:. vrefer lo stay farther

abroad rather than retura =:cordine *o ine invenlions of their

Austriar compary. 1t even happens relativeiy often, Lhat the

Austrian expertis “hen take a job with the forepgm: pariner firm an

the jant venture. As lnesc irrar.cments cometimes exist secretiy

even at ihe time when tie evper: s:ill vevrceenis the dusirian part

in the joint venture, there have been rases, where snch arranpemente

had rather negative eifecis for the Austrian partent firm.

In joint ventures with developing conntries the same prohlem
can.exist in two ftorms; If there is a ma)ority of the ioeal

partners, as it Las to be in a numver of developiry ~ouniries, the

salaries of tue management are often too low to attras
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top-men from aAustria. S0 the firws usually send young experts
for wnOm LIS Stay ie A& wlceme step rorward in their career
(uoreovel bthey unidally huve Lac tadventap. | 0. being unmarrieac
0@ up GLeTCLore MoV: A o sl dhess Cxpests e Ao aln
excetlent jor, out of uwoucrss tenTs Lpice anmeuines Jroblems

chey are not wble Lo L3IV Lecevatu be tre Aanstrian egxperience
thega j-{o}‘.iernmrj origiacte move Yrequeently oan the coune rero.

management thas in the Leeoioa. oide. Avovl from this these
your g experts nre only in erceted in oraviag tor n '3oited period.

Atter « maximuw ol three yoars Laey wAnt L. retusn to thelr
"parent” compary and To wove on ir vie.r cure.r, Tnls ceauses
sowe protlems for tpne coulinuity of tae manegencnt of the jointe-
venture ana sbrencouchs vevy huch uoe role of the 'permanent

heme management . Sometimes it aiSo Crectes pro ‘zps aOr the

aastrian coupdly, €8 eclally 1@ 1t 18 Loo smull to provide

an adeqguate number of career-opportunities for the returnang
rxperts.

1t is an interectin., feature that similar aspects sometimes

arige also foi foreign tirms enering 1uto a inint verture with an

fustrian firm in aus ria. Che foreivgn managemen? of the

joint-venture then of course nas o adapy 1o t:ne Austriar

wage level. “'he problems .rieins are either s !ved by sending

yO nger exprrun, pretersily suntrian:, who ureviovusly had
amiyrated O WOPk wiln Lne foret.nn l'ira, as 1t nappens
relatively ofven, eapevial’ 7 with trcuul-ians, Another way

of solving tnis problem is trat of paying oue’s representatives
a second salery o atdtition to the remuneration he "¢ts in the
joaint-ventars. altnowr s foao te mo tly loue secretly several

CHE8EL LPe KNOWL, ns B [ EClRL .. . .




form of this tne originsl salary in his Joreign "parent-
company” mayr go wn 1or Jhe representative as well as the

contrivdations to tue compeuy's asrecial Teusion fuii ete,

Y - PR PR T -
Lnegse f\.)',,-(i\,\-b AT

200 ver, ceest lilorbance, as they

tend very mucn Lo sbrengiioen tue lojalfuy oo tne breign

"parent’-lirn, which mar e, o course. to Lna dizadvantape

ot the jointe-venture. Tuis systeu zl.o

ol

$ wideiy practised
oy Foreign fivma snbe~ir intoe a joinu-veatere wish leveloping

couniries, it is Knowa aisc to sustrizn firms ou

va b
[N oA

pote
U

Y

not very cownen in saeir casations winh Lodnn-ventures in

develeping couniurics, vecauns the susller firms

'.—&

ual

[
L]

b

-

do not want Lo beer Lue costs off double pry for an expert.
lioreover coupany pension funds and other remunerations
waich are a strong incentive for loyal+y are not of the

Heme lmportance in austria thea n wany other countries.

11 the sustrian coupan, nus the mejoriv, in a joint venture

in a developing-country the salaries of tihe nusstrlan management
vaually are inademqmuate 1 the st1udnrds of foreign expertn

in developriug countries. as these scandards wra much higher

tnan in @&ucoria, a similar problem ¢xists as in the cane of joint
veatures in western industrialized countries: top experss

often do not went to return to fustria ovut are nired ecither

Ly fereign sutsidiaii:s in the developiang country or oy

invernstional crganizations.




7)  Tthe special raasxn invelvend bv the nalitinol aud mouetary situation

ape a difficvivy pertaining roaaly to developingyy caontriaes. fugtrian

£ieme are et vory rish toviogg o geers!

and Lo MAuy causw: Soaer faniwe he 1o velause ol GRellr reiatively

gmall capitalizaition. (Cumornig rotiti et cicrs o torm of
internal "ineooancs™ exinbe puw, whien wng ue onopdrendr dencribed. )

fhe MoLe L&Y I'heds Cobkiich 6L v unioru-cn acczlerstion of
inflation and of devaivsticins wiicek for toe Austrian part
rractically arnnibilabe the prafits carned in a joint venture.
Q5 even gieat-.r concevi: Lor Suche.an rirac considering to enter
soint venthrs o to salcguacd the avertus' ontllow or muney,
in maay of bthe arvangrzments loading 0 [olnt ventures there
oxishs a clsuse, where the government pronis to permiv the
trensfer of prelits io couverhible currency aiter certain

x@als have bern achieve i, bowevar, tnerse are

.

cases, where sucn promicss had ne 2tlect, 30 that the austrian
share ¢f the profits of the jouint-comvsly could ne' be corverted
into foreiga exchange. ln the case of a veory sulcesstul joint
venture between an Austrian firm and Turtisn partners, proiucing
elactrical engeneerins components, tnis jrotlew wae partly

golved 1n 1 specific way in rrder io use lis arseisn in “irkish

currency bLhe austrisn firm orgenized vacation -arrangeuents in
urrey very ch-2p tarmg and tous ot back part oi the
money inuvested. ln many otlher cases thls waj ¢l course is not
possible se that vither losgses are sustained by the sustrian
variner or some ways are suught to circumvent the exchanye

re;;ulgtions.
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a) Marketina-movivacicas, Pheue ¢ 0 be o

A3 wWus ghown above uhe £CONCTEY N OryuaiZubionul gtouct

tructire
of the Austrien Indusnry s G0t very ravoaresle lop
tMensive QWb o) caur o g O e i L mtelent Liges

80MC Shaunges 1L oty bhuda LOWED” ¢ ol n N oLl ek cooperation
6

¢an be otuorved, ML 0 - gL
LeYport-busrne 3 e o oone 1o e o

fut 1t also refiscts the PEFCUILIONL AL Sh@isR L Gue o B ColLLant

y P

‘nformatiocu end Craining cawpaisr Ly auwsLrian official services

fespecialiy by the Auztrian trade-ilg i uiea, .,

there are main) Voo mat s mtinr o owh ok A N YR LA RTINS the

decig:on of fasteian tirms Lo entar i o 1A ventagre .,

O te.evance in very

different forms: It = noyea, viat indusc egn)

cooperation may Z.ve eug.cor aoce: 'O 4 warkel, than ou:d

bDe obteined otherwisse. .1i: way be SC hecause o6 a boetter mardvting

on & difficiis market fnis i 2speciall, 4an 1m,ortant motiv.' _arn

fer mving licsnres o Cyeme adaet vy j g0 d

market-ecoucm; countrie. | wspecimi: . tne U .aj. ‘he 41{11 "ulties

the firms want t. cursont may hLe ziwu of lope. nuature, LUX&3,

tariffs, import-iiceuy.un: systeas anu uwcuetsry jrotlems. This
mainly is tne cadss in reletions witn suc1aiis and Lueveiojin.

countriuvs and iy \enpecCiyly  an teve . opto, coun ries; Lesl ot

only to liceucine upi  wmend it niso Lot forvstioun o0 codnt

venturen et.,  The waollingemosp of deve: o L Sty bo ogrant o i

facto monopolv t. the AOWLY €8 acirshed otct vents re 0B diwavy been o anecli al

attraction.
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Cl tne ALOVEe Cuder nru LriweTils nol cxport-oviented. In
waiv Cases bhey ope from o the beguieona ploaned Lo oserve Tor

. omow b cu L N i - - N .t P . . PR
v o nt o mat o T L 0 IS AL L A PR NP DR | Lal Coulbe AnLon

GXHL ALE ATl i i eenblons €% i orhepr fiamp s of iniusteial

LIOf LLAS vaS LLU oue cage Tex -ue oegluning, bub

eAavy anternal dencand o come (Rmes a0 aloher iuvernal prices
e Favoured 0 SrOWilig CCnCentro vion an oLhe noue-marikel.

L ¢ ort buciness Shew 1o tone ouly when 16 1 necdsd Por full
milizatieon ol capacitieg and no own eapoit-marrsbioy 1is

Goveloped, vhile the goint soniure ages dhe Services «f 1ts

austrian “pereni’ 1ira.

. Aiffercnt form of uarketing motivation:s ia mainly relevant
fov companies aoins busitess in neavy industry and chemistry.
sjere the austrisn psrtusr iz not interested in the product

“ tpe joint-venluce 38 sucn, but in the crance elther e
qa:liver tne equipkenl (eXamyi-os lor tnls motivaticn can ve
toundé especiall, in uhe iron--aud-stee. industry) or to get a
new permanent customer ror its raw wmaterials ( suck cnses

exiat mainly :n the chemical indusiry). “Fo achieve these gonls

1t may te necesrary te enter inte a joint veniuare, %ius having

we form ¢l security ccncerning the long-term repayment and/
¢ cawerning the observancs ¢! lonu-tLerm supply contracts. Tnis
sibon is cowmbined with tne uecessity to give koow-how to the
rewxly establicsned compaby, wiilcn one 1¢ willing to do only if

cre hag a controliing influence. Tnese forms of industrial
suuporation nced nov be conubructed as permanent ones, but

they can have the econowmic eifect or a loag-run credit plus

v ow-how arraugewent, so that eventuaily the joint venture

i
;
i
§
!‘
|
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Curns into a Corfany totally owaed by the couutey wnere

it ic wovking.

Thiy forn of iuvustrial coocperauicon can he much wore export-

orieut=d taan the firy oenes. AL vne austriso partnee hag

& very strong inver:ut ipn acnoleviag toe greabest Possible
capacity of the new vlast aad nes not to pe alraid of an,
competition for hic own products, ae nimseif slso will try
to promote tiie cxport business ol bue Jjoint venture.

Long-term markaeting motrvartinng, which iead 11 the decysion ks
occupy & marketl simply Lo orevert a4 busginess riva doing *the same =res also
of significance. This metivaiion is spported

by the readinegs of developing countries to cloie their
markets for imports as soon as a home production oxists. ‘nis
motivation, however, i of no wreat relevance for axport-

oriented dJeint-ventures. Lioreover in Auvtpia it is genecrally

of le=s importance than it would be iu otuer countries,
wnere rreater companies exict, wnich are prepared even to

inenr logses in vhe coutext oi a tong-rur world-wide market
strategy. Nevortheleos it rlays also e part iu the deci:iions
of smalier companiscs whicn have 1 leading position in a very
speclaiized field of production.

While the firut (marketing, motivation generall;, applies to
irternational industrial cooperation the following group of

motivations is of greater importance in Austria than in other

couatries: in Austria there ie a relatively large number
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of firms which are techuically very advenced but which are

too Jmaxl, nave tou lictie copitnl and oo Yitble mavketing
cxpericace to be ablz o fu.ly wxotoic thell ox ort chancoes,.
For sull. oouidoiss ing-ronationsi cocooraticn oliers tae
oppertuaity Lo W Loels Tmiiialold Lo0v-how i1 :onuch nore

extenclve way oA Could e done otaepwise. Ao tiae ralacions

with develeoped countries tuis usuwally o deac by way of wiviag

elopicy countries,

i

licenues to rorueign firme. in relstions with du

N
(’4

however, this is of littl: inverecst Lo the counivry concoerned
Yor a variet, ol reaszors:

it is, tor instance, iwpossiblie in many casss Ho use &
foreign licence direcily in a developliy, country as usually
Curther rescarch and develoviient Lins Lo be done concerning the
adaption to the upecific conditions or bthe counnry. Moreover
the developin: countries oft.-n want the [erediu firm to sharc
at least part ol bhe risks of tae new production 80 HY S0 to
wake surc or its teeling responsibls. Zezenace ol these
conisiderations i1 relations wath developrinyg cowntries inrdustrial
cooperation baced on tranuter of tocunical krow-how mainl;y takes
the form of a oint-verture iluntead of a licensing egrsement.
Inis aleo reflects s btne intentions of The sustriaun part, as both
the tecuunical aud the commercial coutrol o tne obscrvance of
agreements con L wxerted eacier Lo Lho irawe work of & julutb
venture. AL was already menbiocned in tnis ifern ol jeoinut ventures
no or only a swall capitel consrioution is siven by the Asustrian
side. instead tne sustrian snare of tue joiut-venbure is palc
off b, the future rosalties., after a certoin levzl oL participation

aas been reached the royelties uare expectcd to be paid in

transierable currency. for tre dom-stic partmer of the joint-
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There are several cases of jolnt ventures similar to the

one described above, e.g. in rast Africua, South America ctc.
Sometimes, as for instance in the case of a joint -venture of
an #ustrian lacquer producer in Turkey, the local partner is
a development bank whicn later on intends to transfer 1ts share

to local private enterpricses.

A ocase where the marketing-motivations dascrived in
paragraph 14 were of particular importance is the vproiect
to found a factory producing sacks of plastics material in the
Sudan. The arrangements for this project are already finished sne
r——

the. construction of the plant nas begun. It is established as

& joint venture between a Sudanese firm, holding 55 per cent of

the shares and two Austrian firms. Une Austrian firm is a major
producer ot plastice processing machinery, being already
engaged in & number of similar joint ventures. (This {irm
itself is a joint venture in Austria between an Austrian firm
and an American group. In this case the joint venture was
motivated by the capital needs of the very rapidly growing Austrian
company, wiich produces in a varisty of cechnologically
advenced fields. As the Austrisn firm did not want a foreigu
participstion in its principa: establishment tne department

for the production of plastics processing machinery was
disembodied. Phis department then was constituted as a new
company, where the Austrian firm Lolds a majority share,)

The other Austrian firm in the oudanese joint-venture is Austria's

greatest cnemical plant,
Ihe wmain incentive for both Austrian partuers was the chance

to deliver the macuninery, resp. the raw materials for the new

company. The order for machinery is placed with the Austrian ropnany and-




Ty A
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~nced by a .tate~-guarantee: export promotion credit,
by ta "Uslerreichische nontrolibank”. Tnhe chemical
% hns signed o long-tern conovact witu lhe new coupany
L0 iy the plestics ooaw materisls.
oW pluab is desi nod for d Lrocessliug capacicy of 5000

Cinha 06 plastic mAateclua . pei years.

+ financing of the e plant is wont according Lo the shares
. the joint venture, ae austrian rariners also had to £Live a
uwnity accordiny (o tneir cpare  for toe credits taken DY
+ v new company., The sadinesc goverament ha. (romised in return
cae fre . outflor of profits i1 couvertible cwrrency.
cre is now pari'y between iustrisn and Sudanese nmembers in the

~anagemant of the joint verture, The Austrian experts are mainly

ponsible for the techrnical nanagement and finances (the
‘atter division has, of course, tie important cffect of
wacuting a direct cortrol). After the end of the construction

.riod B cudanese majority in the maaagement is forseenm.

i1 order to ensure a constant rlow of technical knowledge a know-how
rrangement was aleo sigiec. The gouint venture itself is only

processing plant cuw wigs 1O res.arci.

12 marketing-concevt of the jelnt-ventire 1is mainly orientated
.3 cucstitute tne imports or jute =acks. ''he import
varue of jute and or »acks made out of it are rather substantial

50 that a large market can be expected, as tne sacks made out of
lastics macerials sre both tecnnicall, supcrior and cueaper.
“r¢ marketin: i. cone by tne joint veniure, which nas no
regtprictiors also o enFare in axnapta, ™t it 10

crrected that this will happen only ir. the seconu -tage, after

... oapAacities of the nuw plant will have been enlarged.
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21, A special example for an export-inducing transfer of second-
hand technology (compare paragrapk 16) is ine ~ocr-aration of

an Austrian and a rakistam eowrany. ‘he Austrian company is

an old establisned firm process.:. juLe and other tropical
fibres. This compsny wes ot _onger able to rroduce special
labour intensive products at competitive prices ana also began
to change from processing jute to the processing of vlastics

materials, 1ne company found a Vakistan parcner, willing to

buy tne relevant machinerv. Unly a little part of tne purchase
price was directly transferred. with the other part the Austrian
company acguired a minority share in ‘re Pakistani firm.

Also a delivery agreement was sigued to enable tne austrian
company to provide furtier the whole range of products to

its customers. It was arranged that the transfer of profits

should pe done in the context of this delivery apreement,

This form of cooperaiion was not entirely. successiul. [nere

had been certein difficulties with the adaption of the machinery
at tone tactory in faxist n, whicn were partly of tecanical
nature and partly wore causei b, 4 o0 short ,job instruction
training of tne iakistam workers for these machines. -13c the
speed and ~xtent of tiL. subsvitution of _ute¢ o otner waterials
had been underestimated, so tnat exports to hustrigfiid not

reac:. the level previously expected, vi.er disturbing influences

were caused Ly unforeseer poOlitical and economical eveats.,
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Cage-studies of licensing agreements, agreements of

technical cooperation etc.

The most imjortant casc here ia the licenses given by the
nationalized steel piant ViosD for its LD process. However

25 the position of yU.s+ i3 based on a rataer unigue situation

of technological leadarship this special case seems not to be
very interesting as a general eyample. Beside tiiis case there

is of course a greav number of licensing agreements, nainly

with fIms 1in industrializec countries. ‘'he geuersal problems of
such licensing agrecments, which often are of a reciprocal nature,
has been already discussed in paragraphs.ldﬁmd.EL

in many cases, especially in relations witn socialist countries,
licensing and technical cooperation agrecments are part of an
extensive contract concerning the jnstallation of a whole factory.
This is considered as a form of export-business and will not be

discussec in this paper.

A present a form of partly export-orjerted cocnerajion bared-gn - -

licenses is developing. '‘here is an interesting example. It refers to

the cooperation

between an Austrian producer of sweets and Hungarian production
cooperative. rhe austrian tirm hes long traditional ties with
the Hungarian market, where its brand-name still ig well-known.
It also has had & subsidiary tnere wuich Lnen was nationalized.
The initiative for the new cooperation now came from Hungarian
exparts having worked in this subsidiary, sO thut a very close
contact could De establisned. As a result a licensing agreement

wae reached, which enables tne Hungarian jlant to produce




Sweets according to the xnow-rnoy ang tae rrescriptions of

the Austrian partner. lhe.e prodiucts; wi.. |- sola L the
original wrapping And the orcgiaal Lrand nwre, woich a of

great importancs inothd. «ins 0f LUsibios . wiat LEKes the
COOperation mWOI'e COLl 18X Uadl B ..im. .. al'fdn eient concerning

licenses, Lrand-names and ind..tria) riru. § Lne ract, shat

by

it is uls0 councceted witn trun. fer 00 's¢c .u-nand

tecnnology”.

lfae revcrve-macniner, of a piant, which * @ to.r bought oy
the Austr.an jirw oi., som- years ago, Wilil ve transported
to Hungary, so that prodauction there can Degin withi: a
short time. ''he putting i.to operatic:. will ulso te arranged
by the tecnnicians of thé au. trian .i.m. ihe nungarian company
also intends to expor: the sweets Mot only to other 5o alirt courtries
but also to the Wesr ._ast and to alrica,. cowditries. hese
markets have not beer. catered for by the Ausiriar company up to now.
It was one of the incentive: for the Auotrian partner to enten
this Jjoint-venture, that he t:us could use *-.e unparian export
marketing ror his proauct.. [he turnover exjected for the firgt
near amounts, to onl, aprrox.. mill.deliar., tay

16
& quick/expansion foreseen as more ard more 1tams of the total
rroduction-range of the Au trisn “irm will be taren over for
product.on i Hunpar,. Llusre are already negotiaticus pending

with other sociaiist countries to reach similar forms of

cooperation,




Uther forms oI cooperation

There are various other forms of industrial cooperation

with industrialized countries. iue aim of such a cooperation
may be for instauce Jjolnu resesrcn &and Jevelopment. An

example {or sucn & coopsration s & joint research corporation,
founded by textile firms of the Austrian province of Vorarlberg
togdher with firus from the adjoining JWiss provinces. “he

aim of tiis corporation is mainly (o test unew Taw naterials
and new technical processes and Lo inform the meunber firms

0@ new bezcnnological developments. The latter aim is also pursued
by a number of technigal documentation Cenuers, whiclh have
been establisned in murope in the last y=ars. There are some
Austrian firms (msinly from tne chemical and tne iron- and
steel industry, who are nembers of such international centers,

Other forms ci eaport oriented inaustrial cooperation are the

various multilatecal axreements petween leading [irns, wnich

regulate vhe sonditions enc hae extent 0. the export-business.
Austrian firms are pexnoers ol some oOf thece arrangements
(e.g. the one concerninig fertilizers), which nave of course

the economic effect of invarnacionald carsvels.

Among othul vases CF iiausbeial cooperation %1th developlng

countries, descr ited so far, one rtorm is of special interest

because in some cases 1t Jater on led to a much closer

cooperation, €.g&- in the form of & ~cluv venture: in the course
of greav construchion or maciinery .rojects done by Austrian
firms in developing countries it oiten is ¢concaically
favourable to order sore€ components 1rOW local producers Or

to give some gpeeial orders 207 vreduction according to plans

provided b, une Ausbrian cowpany. ~uCo relations usually are

‘—————————————::---lllllllllIllllllllIllllllllIIIIIIIIIIIIIIIIIIIIIIII




in the form of normal subcontracting, If there are market
prospects, however, that prowise a permanent «.:aemsnt of
Austrian fires, it has turiea oun adviszble in several cases

to seek a clozer cooperation witn fires well versed on their

domestic market. Such a deveiopmeni, rould be cbhaerved e.x.

in
the Iran. Here Aucririan firms t.av
engaged in export-businecs with this country (or in one

important case in construction opders: for a lung t:me, then founded a Joint-
venture with rirms, with waicli they already had experience

in cooperation,

In the Iran there is a specially favourable climate for

such a development because it is one ol the few seveloping
countries with whicnh trere re rather close traditiohal
links., Tn.re are especially; a number of iranian technicians
etc, wno got tneir universily educavios in Austria and can

be hired a5 Austrian mcaapgcwment representatives in joint

venture<s,

There are also some assemdling and service irstallationg
with locai wvartners (..g. of an Austrian antomobile factory
in Thailand) Lut these £ rms o) cooprrabions are in most

casee important only in the context of the export markeoing

of the Austrian firm.




Summary and Recommendations

56, I this paper forums of internatioual industrial cooperation
in Austria were sralysed as 8r example for the experiences
of » small industrial state with medium level of technology,
p strong share offnationalized industry end no graditional
ties with develoning countries. ln tris analvsis the

following points appeared as being crucial:

a) Before starting an industrial cooperation detniled
information should pe available concerning the structure,
the financial status and the intentions of tune pertner
firm. ln many <Ases failures of cooperation arrangements
were caused bY difficulities arisilng suddenly with one of
the partners. The closer tue plenned forn of cooperation

is to be the more attention ought Lo be given to

the regulations concerning the endirg of the cooperation

and the settlement of disputes.

b) In connection with the considerations made above the

crucial position of the basic contracts nas to be emphasized.

To prevent loopholes, which later on may endanger the whole

effect of the cooperation, it i aavizable {or a firm

which has the intention to engage in, an industrial cooperation

to form a special tesam ror the negotiavions. This team

should consist of re resentatives of the techinical, commer-
y

cial- and the financia! monagement, of lawyers and also
of some of the Perseiis, whe later on will have to execute
the cooperabtion agreements, This teesm should remsin

complete and unchanged for the whole duration of the

——_
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negotiations, s0 as to reach a full range of views
within the company erd to be able to Teact promptly and efficient-
to any technizal or comrervial guestion arising.

L, it C

c) An industrial coouperation wiil onily we successful
it offers chances for further evolution. These chances have
to be secured in two fields: ssies- manasgement and technical

development.

For closer forms of industrisl cooperetion it is essential
That each partner has en iufluence on the sales-mar.agement.
This may be effected e.g. by an own marketing of the Joint-
venture or by a marketirg done as salesc-agents by each ¢f the

"parent-companies".

The marketing sspect is of such emminent iwportance, because
only by knowing the marizet and its evolutioa ore i: able to
decide ¢n new developments and long-term projects. Moreover
no real control concerning prefits is nossible if one has no

influence and no control on the marketing :side.

As it is more and more ditfiuclt - even impussible - to get
access to reaily interesting modern tecunigues by way of
mere licensiag agreements it one is not able to offer some
know-how 1n exchange for one's own *echnica) deveaonment is

becoming incresasingly important.

d) Corcerning the nriagement probiem. of inaustrisl cooperation
it is of importence to secure & rertein continuity of those
responsible for the execution f the ~coperation. Clear
competences have to enrw o U Laccesniul ocperstion is also

pogsible at » lower level of mosagrenent. of tre partner

firme,




)

weversl examples nave showr that in the case of a joint
venture it iy advicacvic ve p'¥ hhe melagement witiuin each

department, inctead c¢f -~oruentratiig the recponsidbility of

one "rarent’ Tirm oo 1y oon the terhoicsi or only ow the

commerciazl side, |
The Austriser experlienue;hirve shown that chances for industrial g
ceoperation sining at the crenticr. of exnort-oriented joint |
ventures are still 1. the beginning. 1ln cooperation between |
industrialized ountries there s.oways arise the problews of
self-competiti.rn snd or the partiticn of the export-markets, |

On the otner nand i:u cooperation with developing countries
internal demand i mout .aces is so strong, that irdustrial
cooperation usually only leais to¢ import-substitution (which,
of course, is 1n fuct very clcwe Lo export-

orientation). The best chances for export-oriented :voperstion
exist where there nre speciai raw-material or marketing
constellations, which car be explioited with tne nelp of the

know-how of a foreign partner.

The readiness of develuping countries tc clouse the msrxet for
competing products as socn ns s proauction of their own in
the form of a  2irt verture wzs beer establ i led has preved
to be a stron~ incentive te torelign investors. This policy

ic economlicwnlly reasorable, becsure it ensblef the new.y oregted

t

~

coempany to expand up to ¢ size where couoromies of ascnle can
ne exfpited md thus productivity can be irncreaseu. On the
other hund, hownver, sucl » policy alwayse -untains the danger
of rouopuolistic ebusen, It ceems,therefore, to be advisable

o oexert a2 cerinin control on the pricing. policy of companies,
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which have & goverrmeut-gu: ruanteed moutopoelistic position.

This control) could confiie itacit te a compart e betwee:r

home~ ard worli-marcet DLLCES . TOL g et g (v

could aiso be of savsiuteage to  cbatiiucs the Liensivg=ey stem

-

by & regular custous Larifl, oo o, to wet the ¢ .rms slowly

used to worid-murxetv coapeiibior.

g) Closely connectea withi .ne jointe discusced sbove are the

measures the goverumerts of develoeping ccuntrics cu.d tuke

t =]
to increasc the export-sture ol quint ventures, for tne sSuccen.

of all such measures (=2s e.g. stating e certal: percer bave o7

i
Wil h

productionr has t¢ be exported) depends upon the iiterrationni

i~

competitive ability of tue irms. In jreovlem  of earnings

@

of foreign currercy is ot gErowing ‘muvortance =g more and
more roreigu iuvestor. are & .xiou- about the possibilities

of the transfer of their earuings. These ‘ivestors uvrubably

would be willing to graut iibersl export righte and v

substanticlly help witi tieir owr usles organization, i1 tney

could take part 1n *ae Toreign cxcharge eartingse.  Vurther

al so

investigations should e dune convcerning tne posgibilities to

reachh a more flexible syster of multilaveral clearing agreement:

and other finan ial arrengenent., tnot v ui?d ensble the

developing cuvuntr.es %o offer str«er financial incentives

for internationasl industriazl coopersti-..
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