G @ | TOGETHER

!{’\N i D/? L&y

=S~ vears | for a sustainable future
OCCASION

This publication has been made available to the public on the occasion of the 50" anniversary of the
United Nations Industrial Development Organisation.

’-.
Sy
B QNIDQI
s 77

vears | for a sustainable future

DISCLAIMER

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.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org


mailto:publications@unido.org
http://www.unido.org/

LIMITED
D/ W 107 /5
, Gotober 1971
i United Nations Industrial Development Organization ORIGINAL:  RNGLISH

UN 'IDO/II}FE Uxpert Groap Meetins« cn the
Iunuﬁmturf of Elecuronic Componients in
Developing Coantries

San raaciseo, California, USA
3 = 2 Aupest 1973

ATTITUDES OF UNITED STATES AND nmopw
JONPAKTES TOWARDS VETURES TN DIVELOPING COUNTRIAS

Yy

by

9. Skoumal
URIDO Conemiltant

A s v e

l/ The views and opinione expresced in this paper are those of the author

and do nvot necesaarily reflceet the views of ihe Secrctariat of UNIDO, This docu~
ment hag teen reproduced without formel editing.

B

i TR0 <



B R —

""ﬂnﬂcmt that some
J copy of this report

§ copy vas used for pre

e C LR

of the pages in the microfiche
: ®ay not be up to the proper

H legibilicy standards, even though the best possible
; paring the master fiche.

[ R g






CUN L 'S

e WPURICPION o v v v 6 v b s e e e e 5
B TRCHNCLUOY 'BORCKSY o 4 4 v v s - 6 0 o » b
3. APTATOUBE o v o ¢ o o ¢ o 0 5 60 5 ¢ s o 9
J.l. Joint Ventures 9
Jei. EEpatriate Ventures n
3eds  Licences wnd hnow=how Agressenis 12

& VAWE OF INCENTIVAS o o o ¢ o o - « v o o i4
§=} mmti’tiiititiiiij 16

s estionnaire and Summariess of Answers 19
E Oompanies contacted 25







1 . Rt

Develcyins countrie~ vierhing to introducs e)ectronic industry juto
their n=ticnal cemorder depund on teelnolesy and comsvpeial
knowehow traunsferrasd fror the "We tern Yorlo' and Jrpmn,

In pructice thi jrocens starts with tie tran fer of anseshly
operations of electronie equijment rezuting in importation

of eonsiderable awantitias cf clestronic components whiech in

turn sets up the quection shruld or sheuld 1ot tha country

invest in the electronic econponent indusiry an! if se, which

teshnology to chcome, where to chinin it, ete, In view of

the incressing nusber of developing conatries wishing to follew

this path, the recent chungas in the pattorn of trading of

teshnology ‘donors! end the impect of the new technologies on

slectronic preducts it wus f.lt that views of som: of the actusl
and potertial 'donors' should be sought on the subjucts
Consequently, a programre nf int-rviews in Surope and the 08
was gorwiscioned by UNIDO for the rurpose, The results are

being reported in the pre:-cat document,

Five European and niae U3 compani~: were interviawed, Japanece

companics were not included for budg-tary reskons, A bulanee

between equipment and component weanufacturere guided the melection
] of contucta. Intcrviews with saverul executives were sougit in
every couprny in order to obtuin a broal viaw, Txecutives
responsible for oversces operati-ns, Lusiicss ,lan ing and eamponiea’

R and D were the Lurgets of the enguiry,

All interwiews followed the same attesn end tie salient pointe
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of the steuctured diseueinns together +ith the corclusiors are
reportad,  The ‘uectirrnaive whoch borued Ue busic of Lhe

discustions is erclo nd in Apren ix A, tou-thar with the suw aries

of replice,

ﬁ‘aditicmally less develop-d confitries wou.d i-ceive new

teclnology by trensfer fronm a purent cortiny in an industrialised
country to its foreign subsidiery. Imtil recently such subeidiaries
would be establirhed solely on the sirep. bt of the neriat prospects
in the pecipient country, Lalely powerful rmltinatinnal world
oorporationscreated a new trannfer chonnel by setting up sraduetion
Plents in the developing’qﬁuntrie:: regerdluss of the local uerket
conditione, tiese plants being oriented towurds the world markets and
their outputs msrketed fron the conpanieu! glohal nwarketing centres,
Bae to « coincidence of political cnd econonic cirz‘:umtsfa.x\ces this

new praciise resnd tedkin spectacular growth of" ecncentrution of
electronic Lducstry in Bou:- developing countries 5o fur not [osressing
industrial output of wiy consoquence, cresting thus a precedsnt

for many cther developiliy cow'ries to £r1low, Consequehtly uany
developing countries becwure engnged n active cupetitlon for the

patronage of electronic technology 'dommrs' i uany a country todoy

baces estimales of Llo future ceonomic - LT e on assuned sucocess
#58 ¢ hort country, Oboopviig i Srent it he o anges in Lhe
enplogment situation  snd the reenpreni sl o soolal ve o es in the

L v

US ane io Murope the auicifion mut be nsl 0 %o wihs cxtent, the
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availsble sup, 1, of tec noloy 'donars! cun nret the needs of

the potential host countries,

Ir seurch for ar ans-er, it .ust e uecepted fhat the Yecor omte
mirsclest aloa, the Taiwan wa to = Jewse, ce ree Koresn liv e

ere unlikely to be repeatod since apart frow their own very able
efforts the rate of mi_rvtion of 'donars! to there two countries was
helped by tieir politiceliy exposed eitvations an! the conaequent
encouraganant for the mov- US comperies received frou their
Government. There is n. revrca o expect tlat thi. o tustion would
be repeated in the future with tespeet L~ othoer devela; ing conntries,
Instesd the: otentind hent governmunts must competitlvely asnek
patronage of 'domors' by offering the sort nf facilities foreign

compunies are lookin,; for snd Aiucu-:ed bricfly in 3action &,

To be effective the publicity must be Ame i a profecsionul monner,

It cannot be done .1 the cheap but costs can be minimised if

reginnal interasts of the potenti.l 'donors' are tuken in' o> consideration.
U3 companier lonking for » host coun'ry lonk south of the border fivst
and at the Fur East second before looking elavei-epre, ‘Woast

Surcpesns a;.uart from aﬁsfern Burope, will lo k nt the I'iddle Last

and Africa before vonsidwring other purts of the Wopld. Japan prefars

to follew her traditionq) markets in the Par Rast,

So far the hos' ecountries have bean coneentruting their oflorts

to attract foreign fuvectuent from the most daveloped cowntrian in the purnuit
of the genvral biléef that the latest tachinolagy sheuld be the

best buys, Az it berones proprescively more difficult to atirect

the 'donors' in the future it should ray the otoptinl heet

countrivi to direct their sttept s towards the ossibi”ities of
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attrncting investrent frow sure of the less developed countries
Cortrary Lo the viaws gereral'y lLedd in the develaping countrle
tranpf&r of u relalivel, oldefaishisned tecipology nay frequently
mgke a more lasting impact on L' egnio ¥y o3+ hoat country
than it could be actieved with o wore nmodeen and conseguently nmore
volatile tuchnology, £l-0 by thus aiding opvrrtion of another
less developed country s scale of operation could be reached

when penatiation of World markets might Jointly becore poosible,

As for the prescat mource: of tachnology 'donorst', that ie the

US and West Zuropean conpanies, ne drastie change in attitudes

to investment in the developing ccuntriuse needs to be feared,

Some easing of interest in capatriate facilities anone the consumer
equiymenl an:d component manufactu;era can he aexpected due to current
unemployment and coraequent preseures from the Trade Unions in

the 'donor' couniries but no basic change ir the “anagement outlook
at the vsefulnes: of exputrinte operation:. is axpecteds Interest

in exploitution of loecal murkets in the developing countries on
non~axpatrinte basis will contiuue. any probable eaning of intere:t
in expatriate facilitics emeng the eomp&pent an't eovsumer goods
mapufacturers ie likely to be offset by the expected growihg interest
in off-shure operuticns among wanufacturers of laboratory an?
industrin) measuring :qui_mert and menufacturers of computers

and the easociated reriphers) equipme t whe apc expected to be
inerewusingly e osed to the Japanese competition and o be seeking

the sume renady se their conponent snd conusumer equijnent colleagues

sought first vnder siniler circunstances,
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3¢ Yo Joint Verturac

Jeint ventupes artosr to Yo 0 Lnst effect v b L Ny for
tranafar o ?,.-g»,;m‘.m@. "z"ung erEurd con s pily Gf Vlew of
know=how apd comae <losest to the enleY Lilwment o ol

napufacture of » product as spoosed Lo oa aan ancerbly whoel

is echaracte-inlic of wagv b te Slantn, Joint vontursn mee
liked by the 'dorors' begaurwe v} L busad an tle interact in
the locnl markets 1t is 1n th: ntoreat of the *Jor apt

for his product to find  lace in the host co.ntry nati-nal
pride and for his plent to ¢ identif'cd with the n-timnalistic
aspirations of the land. Inveivercnt of the ocel capital ‘noa

Joint ventur: crn achieve ju:t thot, loc.) partici;nti v alee

sases the initial firsncinl turden eounected Ath setling up

of &« new venture mnd of ¢niurce it Bpreqacs the comereial risk,

Being oriented towardsr the howe uorkela of the Vest co ntrice

the products manufactured by joint ventures re the oonsumer

electronic equi .ent in most caser.  Melophone aquijment is

produced on this bLusis in some cour .rier,

p

Joint ventures in the componen! field sre not fovoura! by westora
eompunies becruse the rarkeis in the developing countriau mrw
too aualls Tt iu worth noking ie Bic eanneetion Llet dectorn
companies necd smual utput L excm of f Gl villion for nont’
diserete cowponents and in tie vest oy o 2T i1l on Mo conie
conCuctor devices in mydur Yor their | Gants to breohoeven,

Aocordingl;:, wntorest of Vs topn corragent oo uitetoper T fhe

dl:VG]Oi"LﬂE countrie . is lindlted tn . facilat o, sy PR PV red

to nffer «n Ysts of '-xi,ttﬂ‘r_; s e 8 PO




Joint ventures iv the conponent field gue arn vrlueively

Crpanese doca iy ol st oge oo g e e west ie ¢oncered,
Alde 1 Yy ohLopt ety e Nt one o ke op Yer of werkets in
the arce the 0 parien Hponwr capenle af mounti; stripoed down
Operi tinms i1y Tiged cn ohaole!. pvoateticon erulolment (p
rothier peali tig ZEOrestt )y mininir staff facilities and all
Japupese Ronng-nart,  Qeadinogs of Jrpanere exscutives to work
overseas ol a froction of incone o f their U and Juropean

sounter,arts ro dedlt ids the diitvation,

Joint ventures estsbl.siied in a leveloping country on an
sssumption of an economic cooperaiinn of Suveral countrios in
o area have ;ivem rother painful  gericnces to thedy Western
Sponsors so far,  Consequantly thay are heing considered tee
risky end .pe 10t being favoured at yresent,

»

The chief prodlem af al) Juint verturer are the high

production ocusts. Oo-ta hetigen X5 snd SO ug on the costs

dn the 'dinora' Lome lanta are rogarded caite Loymal,

Inadequate mapagescnt ¢ ntroly evoetorfing, unreliability of
Aeliverie: ant problons wite selleetion of jayuoats ore the nond
obvious guuses, TO minimine e aflects of these evile aad

Lo achieve profits witi i, r. .o oble time, tic 'donors!

profer ant  ndeed feel thes thay read o fnsist on retenticon

of menagement control, » noint which tends t~ he a frecuent
Souree of fricticn uotween the Ydopop. t and the povernuents of the

Meipient co wtrie.,

The problems ¢ adesuprte topice protecting, frrn;uv.-nt};c nrovent
rotential "donae ' ey e oo deint Ve lures ge I3 \'lcev@lo;‘.ing

eountr., Some Bovermure L pafuse targ s SO sction 1 the

helinf thel Lecru e 0f Tow Locsl we oo high retite st be




R R

i

e e e e

Al

- il -

the rcason for the expacted hi ki _rices of the locaily made

products, There is & fucling aricn;, the Weatern com,:anies

that the governments of the developing commiries tend ta be

unpealistic on this point,

The frequent insistence .of gov.rnments of the developing
oountries on the mst advanced teclnology and rrocesses to be used
in the plasuned Joint veitures are considered by the Ydonors!

to be cases of nindirected nationaliem frequently contributing

further to the Ligh costs of locel yroduction,

Insistance on & too high local share in the minagement of a

Joint venture too soon does stop at times potuntisl *donors!

to beoome involved in developing ccuntries, Koot Ydonors?,
particularly the Eu?opean ones, are quite genuine ‘o afwing

at national menagements for their joint ventures abruad but they
insiet that choice of staff should be their own, and that the
oandidstes should receive a prolonged training in their home
plants, The reluctance to surrender controi is not always
rpeflection on the ability of the country ¢ ncerned, but it is
frequently an acknowledgment nf their own sanugement inadequencies
and their oonviction that only personnel ascocieted with their
operations for a nwsber of y-urs gan derive the best benefit

for the new venture from it essonistion with the psrent organisation,

%g‘ggg Ve ttgaa

Fxpatriate ventures wre not relotec tn tie repiets of the host

gountries, Tieir incice ¢ce is relat ¢ to the World merket conditicns,
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They ara either extensions of wyist; ng production facilities

of tie owners at one (usus1iy » Larg- multinationsl corporetion)
or they are livect replucencnts Par wuch fecilitiaes, Therefors,
they must be at lesst e profitulle spd efficieny rg the
Pucilities they replace or with whiel thny dovetuii,

Consequently they .u-t be estul Asbed in & different way than

the joint ventures arce Cre o0 She guniiti-ne ie 1008 control
and 1G(% ownership h: the foraiin com enye  Furthep nacensary
conditions cre cor, lete control over the asupply routes of raw
muterisle and ensured freilities for diaporal of products in

the Worl) merkets,

While Joint \:ehf;ures serve the selfl interast of the ‘donors!

by serving the needn of ‘h. recipient country, exputriute

Ventures are wh 1ly oriented towards thie nemds of the world
eorporation wh: awns it, Thepe Pave,y they aAre not such suitable
vehicl:s for tronwfer of technology as the Joint ve.tures a.re.‘
They ace not valucless to the host country in this respect,
however, It ;5 true thet their short terw wvalue in the technalogy
sense ic only indieet through siving rocess to the lagal
persoanel to experience wiich othorwise  would not be evailable in
the country, But thers cun bo a Jong term benafit tno,
Sxpatricte vertures con act pg catalycts in tranefer of se¢rndary
tachnologier necded by the gopvice indiatries for which expatriate

ventures nwy creute guitalie vurced conditions,

S0 far service opportunitiss eprintboed Ly tha expatriates have

been }Flff‘;;ﬂly neglected L Lhe o, pirier whoope OX s hrigte an-prationg
are in exi :tepce ani thoiy 208610310k e, remained imajr reciated

o the crwumbries wher: ghin Lo of wironace innot fuvouribly

recardeds In foct o ne EpTr e carratars wauld frequen tly
v
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be prepered tno pavticionte 4. YNl vetures to Drovide local
servic: for *thair neaie operatinn, 30 far apportunities
of thie kind have ‘.., ostly ipnnarped allowing furt)er

expatriates to fill the void,

Licences and Krovshow Ay vesn.. ts

It would seem Lhit opert fpay Jrint ventur:s only licence
agrements ean ' - of read valee to the manufaéturen in the
developing couririrs,  Genersl knoveh'w agreerents are
difficult to oparate even when concluded betwern partnere

of conparadle technicsl capability, A considerably less
developed partner would find it very difficult to derive any
real benefit from an agresment of this kinde  Systematic study
of pudlished tec!nicel information followed By licencing
agreements conbined with subseyuent purchase of a production
plant, is regarded an efficient way for technology transactions

when jJoint vertures are not practical,

Warnings aguinst over-ambitious approach to technology
puarcheses were heard partioularly from manulacturers of micmmw

devices. Prudence and cool evalurtion of ecomvmic bencfits

on & national scale is Leinyg advised when purcnases of advanced

technology are contenplated, Several contacts falt that in a
protected environment of an econouy of » developing country

® ;echnolqg of arrested development may provide a tase for
development of indigenous technological capability whiist
developing sdvanced trohnology is likely to re.sin a shriow of
World events,

Resentment is Leing felt among soue Wextern manufacturers over the
occanionally met attitudrs of governments of developing countries

approaching licence nugotixtinns on the ‘Yoric owes us ‘iving'

basia, It wae pointed out tivt sale nf & Jicence frequently snounts
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to tie sale of the riilii of sices: to o particidar merket and

that the developing countries wust accept Tucte of comme. gtul

life and the vendor's right to strike the ot bnrgain, Tt

€eeris that the duro; en coroniss would tend to strike h.rder burgaina
than their US countorpsrts, also the US comparing are probebly

bettor equip, ed to a’topt more imaginative apiToach to the negetiations

It was not ;ossible to teke a cenmus of opinion on the importance

of facilities the 'donors' are looking for when aﬁnsidariae the

pros and cons of setling up a plent iv & developing country, A

large numler of factors eome into corsideration and their relstive
iupbrtanos seems to v-ry with individual compriies and with changing
oircumstances. Below the recder will find & 11»4; of thouse mentioned
by the contact. during the interviows, The order of listing does wet

necessarily signify their relat;ve isportsnce,

(1) of Trade
For a coupeny interested in un expatrinte operution this wesps
aveilability of bended faeilities, When 1 joint venture is
being considered the'size of the loesl muriet and the rate of {ta
growth togethmr with tha irosp et for tariff protection will
probubly receive meximum attention anler this hendig. The
governuenl's pecard of interf rongs o ronsintepforange with

trede will 510 he ear: Ya1ly looked ot in hoth cuseg,

(11) Security of Investi:ent

Foars of aetionalication of forei i ap etg Stey on important

part, The rick qu- tion candutl of B ancirs the entingted

politiuad atability of . sa ey

et the o pabab)Y Ly of
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recoverins the irver “went Yat g, 1y T reges b oo Lab i vy

adeur,

(v)

(vi)

Low wages slon: nre ne tong o . decisive factor, Cont of servic.s,
ease of sccesr of uter #1s and ceraonnel ) ease of comamicrtions,
oot of money, aveilability of raw rot.r -da ane of saporting

iduatries, competonee of civil tervicsy deb' e 1leetion proctices,

ere only sove of the factor: wlich affect production coste,

A numar of develo,ing cowntrivs have streemlined their alministrative

prosedurcs  tith reepcct to establichment of forsign enterprises

in thelr countries mo that u single mgenny will deal with the
potential *domor? o tehid” of ull deyerluents concerned, These
sountries now enjoy & cousider-ble advintege over the countries where

the joterntisl ‘dosor! etill hms to desl wilh » number of deperéments,

Aveilability of industrinl ertatas with 1uid on pudblic services,
sorrunications +nl all ai (str tive facilities is expected todey
b, most potentinl ‘donors',  Sone of tiem prefer to Ytry it!

on a1 estate befor: cowritting themselve: dee or by building a fnctery,

Tax :llowances are expted as - wtbtor of © ok but ' e Froegue .1y
illuﬁaw baeavae «Iul'in{’. eoncinerahle Jert of the ta. free |wriod the
new Mant is up}i_kelj to Pou texunle  rollt. Govevrmpasrl:.  conld

N Y H Tty ¢ Y ¥ ol ;i’}"
therefor:. cwdn relative cdvante s by - cew and dmagzt 0 ve ap resch on

thic | sint,




(vii) Local Cepitsl ant Credit

Bigh co: t of imey enc scercity of 1.6l capital woere the nost
frequently mertinne! ifficulty when Jeint ventures were

discussed during the ‘n'erviews,

(viii) Lpse of Agcers

(ix)

(x)

Efficient and sufficient posts (air and/or ses) and flexible
procedures are an import.nl neset, Simple immigratioh

regulations must .atch the e:se of wovement of goods,

KAniaum Red Tape

Red Tape in the developing countries is universally feared,
A oountry with efficient adminiotretive procedures will
alwaye enjoy preference,

du:trie ,
Services nf supporting industries would be welcomsd by expatriates
and non-exputriates alike. In the countrie.; where they exist

unreliability of quality and deliveries mak frequently reliance

on these services impracticnl, Initiative on the sart of i
governments of the 'cievelopin_; cowntriza to secure cooperation §
of the 'donors’ siready involved in a perticulsr country g
would rot go unhweded, ' ’ T

Se  SONGLLGICNS

(1)

Interest of Western manvfuctu: ers {. the daveloping comtries

is twofold, Th:y are ut rested ii Lhe orwing mirkets for

electronic equi ment ther: snd in i role of ti developing

countries us p";B;SJ‘.b]C' hoats to treip c}}(pahr". &ty ow‘tion.

The intere t is not ‘Likﬂl_-’ to diminich al:.lvr(»ciahly in the

foresee:tle Tuture tiough the intepest 4n exrniriste operations

aight heve passed its . oull now,

L
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(11)

(141)

{1v)

(v)

(vi)

(vit)

For exploitetinng of the int -rau Lrkete o Lye developing

countries joint ventures ype regarded desirsile,  Che' ew of
equl ment is itirvely dependent on e apx f conditini g ivoa 4
particular country, Of necessity the choice is soing to he

limited to el ctronic consumer unc telgicne aquipment,

#estern compouent manul: ctupers are not intererted in jeiut
ventures because the ¥ise of local markets does not anke it
codtonicelly possiil: for them. They are intwrested in

exputristes facilities mrdy hut they #re praepared to sell

1icerces and coviponent renufactwring ,:ate n a turnkey

basie,

Inererus of World aBsw . ticn P dieorete oorponents spil
seaicordustor deviees i foresesn hy the Wustern component

sspufacturers,

Discrete cowpaents technology will survive §n the ahi-aper

‘typn of reiio receivere during t'.  reuent decade, It

will xleo swrvive in t)- bluck 1 white Lol vinjen sote

for at lerst noyi five yaars,

In vicw of the Werld Frice of @0  onents en! conniderirg
the estall 'wied _atteyy of beads e upee to vrconeapr s conponent

\.‘ N
BonuTrclupe {n u developing emontry mey b Shwnpole A owice

\‘5
policy,

amn; ﬁmuuf ces? g nf e .0 Seep L ;y t"-“ |Q;~vv 1:“ 3t S I:ﬂﬂntf’:
is crnenfdope? Oy L0 S AR aseree o nta Yoteerny Tae
BQUL e ! anuf cbue. apes Tarcipa coo comnrt pron eturops

*

‘ - vy e, g
sh: 1 4. ercours ety Trws v Teen] oL L0t pwau et en

of cor onenty w0 3d casure o ey P le Y nee o f wehiews e
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prices of covprnenty wnd firel srotucts, as o0 LA
realistic clioice of en onenby to be loonlly owides
The equi ment na ulictirors sheul” e enc vroged to porcinlisa
thar coujonent productions snd te davelop nut onnl tradin

H H

tlern in conponants amnne thencclves,
pa & -

(viil) Bepetriete plante diovld ot Le rosental by th- Zovarnments
of the developing oouniries,  Althouch their short term
oontributi n te the industrisl inaticn of country is low their
long term contribution through erestion of potential derwnd
for industrial services and se _obentind umers of locnlty
mede componeuts should not be nverYooked,
Their imued iate contribution te the aolutinn of the emplorment

prodlem is nbvious,

{ix) Products m: le in & developing count y are invarinbly more
Sxpensive than the sase product made in the ‘donor‘s’
hows ;lant, Therefore, davelo, ing commtrios must agree

to protective torifis befnr: s Jodnt venture b ¢ o a

prec’ enl proposition,
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APPENDIX A

. L » . R - Fid Ny b . o
suestionnaire uni Swn oaric - ol Answers

whet ds our CompanyVs allituds (policy) towsrds internstionalisatign
of the production faciliti. =%

(i) Is it your Corprny*s policy to de=centralise on a World

soale your conufocturs of ConpChertes while

directing saler to Worl i markets by a centralised
arketin; organisation?
(4i) Is it your Compt v y'e policy to regicnelign, th-t is te

heve an ludependent manulacturing process sujorted

by their cwn snles orgenisation in th- iroximity of
loeal werkets?

NSVER

No clear cut answsr was givern by any responient,

In multinutional cougrnies hoth policie: zre followd sipulta.eously,
the choice beirg detarnined b, the tyie of product aad the murket
conditions in the partic.lar dart of tae Yorld, On the whele
Policy (i) ter«. to be 42ilied to procucts munufuctured i very
large quantities such us Ci bl types 00 consumer goodi upd the
comonnants, en! Folioy (1) to smm enpitsl poody, particularly
telecomunicution ecui;ment, In the ietter caxe fow oormniew
seemn to he moving tewurds regionalisstion ~f he #hnle opernti-n
comgerning o partienloy rodust wherely angioeerong and derign,
&8 well as productiom, wre fared ol to a Jerticulsr cart of the
Vorld,

For the lart five yeure or &0 theoe sesme! to Le & tendency among
the Yorld cow mic: tow:rvi: the eliey 71 ()
(1) S oyew $dentify seve cooon eburic! riotie smong Lhe
O lon Wl et Ties 1t oolicy o1 {4) milvauihe %

»
(i) Couyo Jou name Ueoo ghiapact el o0

FEE RS

(14i) 2o yoor Vil topt bhis Goomd wil® eoctione & rong e b
197C decilet

(iv)  1ow TAng e v U R Lt bhis Bren? w01 sont nue?




ANDY. 3
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(1) Sompunics wi ch Ffound “ateenatioe Y irstien o0 Lie zreduction
a¢3va!1b¢1b»'r¢;t‘s in Lhe sl owore Congoioo whe Tound Lhewselves
Rcer Seve s conpetitive secosues Freg the Jrowang Jepeqess
oroduction and necled 1o 48 relaction of theip menulucturing

conts to ret:in the oupk. Le,

(ii)l{;-i-:'-;’ US wanufictorers of consuner elec! ron)es aud elnctronie

comorant with turnoves peismdly tn evsen . of £ 10 willion pea,

(111)The trens i EXeecd te contisue Wt pro obly sl b lewer rate}
2rtly bucauce U3 multingtiong ape fairly setur:uted with
duternetionnl menufucturing foilities and purtly becsuse of the
changad labour aii;u: Pion dm Americe.

On the other uand, ac the Juganece  ressure shifts towerds mossuring

instrunents, gerersl instrumentotion snd ke [ rocasuing eouipment
with {ts peripherals, new U3 comwdes ere likely to tumn
towzards this policy,

Gede Whieh elasi s of jour Compenyts products could ‘e considered suitible

for vertioling podicy e 1o (i) and ol i) Por policy Qels {1i)7

LA

Sev snswers to .1, an? . 2, )

2.“,, Coula dowr Led us s etiting ubout the Wepd taapkaty fop yrotucts
under Ay 1, (107

"

(i) }1-0\# '3?;‘; A t“-ﬁ s ne £ ?

How
1974
1000
] 4 = ) ¥ -

(il; How ..re thess~ o PR Do Lt oul b Lweon U;j’ ‘ﬁ}um?@ i
g opand
.« ; . 3 ) s * = +n s
(.i“‘”!‘ :’:\h‘f.‘;" i Wies e Vs ;,.4!‘(3:» ) v \;y-,t‘("*‘,)gt
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(3i1) et are 1 gy R S N O R I R T by 10857

SNT AL F

L YR TS FURUNRY
A

?\' E TR . AT [ PP . . .

[\ ERREERT N STVES | e I S, N [ Y e [ ey _-’L;:t.;‘;)# i l‘,‘-“ Y., (313 V“'r’
. 1+ . - . o~ o >

show t0 1 b Gesl L n G con e Gleglyonice and




.o
e ¥

el

Y

. . st UL ) ~ v . -
the CQ"\\'l Y S SR, e ‘ il q,‘i",‘,,:‘, v d NEREEY £ BFEY Wk
18 b e . S S . L.
{,Q h 1 PO ti- ,: X Ty v ;,_371 4 L f;iA 7 4 AT o vl ,‘.,:.
» L4 . . PP SN M { ~ . . .
I-, C’l’v.ﬂi H b TR ES o [ S L) P et O T : v,

for lon. of L. cele o a0 e, e oan the
component fields ¢ o R LTI oot 0 Lt |

., . e,
B8ller nises o the . gttt o

Y, &g L) Y . Co . . .
Cur stuiis o 11, creciponie [y, Sty an Lhe sevelaping cocelr ye

indicate t -t winel return o o 1o [ETRETEINTE S PO tine:

?'ifﬁu‘?i Flgao ’»N*’\'n:"‘; At T ahY e yr H prgr}u‘«.-' CYatr e,
Also ‘he empi el Lo furnovey patia o FUPE alat e

LR

highare  Does it seer pocoonable to gu?

It ap,cars that this question we niuconce ived,  The capiinl
to turnover ratic: do not seees in fucl to vary greatly i

companies engaged 4 gimil r business,

How mvch lews supitel o Low WMRY wie op retives, would Jen
expeet to use iy a Seveloping covntry on ap ag oo Hly Tine
of an elestronic device to live ar el oubpat ae an ae ehly
line in = doveloped country”

LS

iﬁ.‘:!patx‘iaté Al lwgh pe bl oCun e pun oot Lo e o Jitalon? ) e

.

efficiency as a flent in the gose Carnlrys Flints ap-rated ss
Joiut ventupes under 56?;‘1 Mt oty e s el g WE .
more Jubonr for cowperable o low! ape o ital cutlay,  Whepe
intermedinte techinolosy s wsed (U Ay ateoleeont, lant)

lower G i tad Gty wiy e (bu' pot e L g Yoy soltoved

with lubsur force even in vroes s ot Y fae e ot auY e Yeone e’mt.;’uﬁ,

¥

2

Wit s e v imag Antusl return on oceo Y o b iedmue =
of return waien you woudd co cilar acac UobT e o an dev o tend

in a “""v"]n:iu\‘ C;'.lullt—r‘;’?
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Initi-dly neeepbelle traciog ve c W o e on Tow L

I these oye pond b

counitry «ven at ~
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Vienor® cociny ting (0 ante a developing

it tratieg T0e was JU sy teke anglining

Vatbweer two b Tive gaorn to el o besneh cogeny an b devuio,ing

eoailry to [+,

Thi

hnve: €0 cuy imvediclely,

When invasting i a developirg country werld yoo con ider porine-rship

with » locsl ¢upitsl op would

\Hé v(h;a
If the jlent is to Ti
fole (i) the lant qu-t be :Jnoat inevitutly 1007 owned by the
fdonor!,

Wheps thie 'donar' is Lf”;“‘; into & ﬂé?@l@?i!}g‘ a(mntry Booruse
of the attractions of the lecal (regionel) merket couditions majority

.
Ones and oan 1
s

# A
L]

to eyt rinte op ratiosng vhich

Jon arsiet on 1003 control?

t into the poliecy ,mticrn deserided under

nelding in generslly prefaercd hut the Ydonors' may be prepured to

aeille for eontrol of production and snpincorings bong torm seourity

of invesiment uy. an importent part hweve,

*

Mt kind of facilitins is internstinel oom nany leoking for §n o

hont country?

Theay b Loury of coupre, What else?

aveilebility of Jocally iwnde @oipone 'i mh Aadvantspge?
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Congen b bion of oopvioe ¥ {eay well s:s,uiiit’n'. induntrinl estutea
Fiscal wncentives i« L Do of tax 41 Lwencec anl cuitors
protoc . BTN o)
Aedlakit ity af
e o poceas.
Pinimna ped

. 2 [T
%11 L1 LS stits
)h‘{ o ] - IR

Vogmpoas 00

»

L
Wiy

1s

s Q'li*ﬂrﬁi‘f' ‘i 1 1,‘! %‘ff_‘ ﬁii, 2 U ““.j [ARaRFSE L1 I O ;‘i Jtﬁ?{“iz »

"‘ vé,”% FEE G (22 & ‘j’,% .

»

A .

EI G ET AN

i + 3
‘d' LIS TS AN N H
3 b} . -
s Yy BRI vli,‘
-~




[ 3

Gelde

-y -

ANGH S

Ponor:! look for host covrtrie. wirvily iy .. St f AL apld

where thay Tave tending x) o iences  leroorod suit wnoaciotiong ef
the execrtives "lac g]..’f!_';' an 'i(.’a;.ﬁrtsnt rart in the ael ot e Thug
U3 companiies ere Tooking reirerily sonth of the ULA Lerder sn' then
to tie Par Zust, Suro,esn ¢, nnics lonak rimarily to Bast oon
arese, Kiddle last nd Afriecs,  Apart Trom kn-wledge derived "po.
traditi-nel acvoci: ti ns relidively ittle knowledge crists in the
menagerents of polential "doaori ! ap aveilahiTity of Yozt feilities
in the developing courtries 3 e unfiriliop arent,  flaot Lva

publieity by the developing counl ies eould therefore he reﬁmzﬁiug.

Do you heve an expatlriate .p-ration?
Where?
“hat mele you choose thot jertioier country?

AER

Alrnst all interviewed co.jumies ' o ov Gens ope Prticns,
Cocporentas uunuluctursrs teried to go for me s lote nperationg
wvhilst the U3 equi wecnt capulicturers sesied to hive expotriate and
local joint veature ,Yonts,  With tie Mropeg anuTacturcra loendl
Joint we. ture predoninatd,

Fotivation of oheice of ‘wet countri. wos answersd under 7,10,

Why we Boropess countries wlow to inveet in the Arveloping eountries
of Bo.th Zust A3ia?
Ara they investiog elsew -re?

Jee anawers to (,10, Alwo the geaprsy deal i tnce Jeve un
adverse rol::,

Do yru exgeet thnt Lo smel) 0 tionel fndusiries will reccin
techateslly dajendant o thr worl! ao rui- r iwwe Y ey w ¢ anen to

becorie enaneci ated i tre .ndd

Ahgu-~

It weadd Y unpoiiotie for the deye 10, ny, ema’ ie. to hel eve Lint

Lhey cauld achieve tec rmlagir:‘flprity will, 't electpoic w017 giont8e

?cr ATSTY) ’,hj flc‘.’ t;“':x € VR t '.y'r'-;zn," ‘, 'AAV.I v RN bt'c&" A &1 ,’4,"(21,:'{!'..‘%(!‘
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however, -t a lower tech ic:d level wil in protactsd natiopal
or repionel trading areas, Althou ) they willheve to maintain
a certain avount of Ligh technology knowledge in ordér to
maintsin progre. « a'. their own lev.l th.y -8t rercin r=alistic
and upply it oni, witadn ti.iv econowic weenss  Any “igh

tc he lzeed on their territory is nost

*

techuolopy plent ikely

w

1ikely to regain an expe riate opceratine

How Much Chespor needs the labour in a developing couniry to be
for the devalop ng country to Le attractive %o a Worlc compuny
ao a place to set up #n expatriate op.rati~n? '

Labour costs were the decisive factnr Lem years ago, Total
meaufacturing costs detemine the decision toduye
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242,191

11.8.1971

12.8.71

13.86.71

16.8.71

17.8.1

18.8.197

1908019?1

20,8.3971
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APPENVIX B

Comnai:irs . Contacled

Thorn-Geueral ©7 clric,
Up,er Ste 1hebl % 1 ne,
Lo)'l:fln‘ ‘n‘.c‘ ?.

General Incirue nls,
1775 Broucway, Wow York,

Qeneral Red'o,
Concord, Maus,

zma Kleetric,
1 Furshall Street,
North Adans, ass,

Contacls R, Terry, . o Diveetor,

Coutacti Bob Yurtin, V.P.Corpor:te Tlanning
Faul Schwartz, Movr er,

Int"‘c,r.;;ta’g? a‘ll‘cuxt &]iVi,‘y;iﬁn‘

Contuats Feler Gowlol,
Frofuet anufacturdng Fannger,

Centaely Jim Finher, Uverser Ferioing,
Al Scheerr, Mucr;er, Corporate
Flenring,
ViceeChairuan,
Uwersens Op retione.

Foo Ward,

RCA: Conawter Products Division,

Indisnapo?is, Indiana,

liallory Capecitor Coun uny,
Indienapolie, Tniisna,

Fotorol:: Inc,
Bemicorductor Hvision,
S0C5 La -t VeDowell Hourly
fhoenix, A;isora,

Dicksor rlectronies Corpe
IO Be Thowes Rosd,
Seottnlley Ariso.n,

Contacts iob Morris, V.P, Hark-ting

Contactss iid, Moms, Yireetor of linjineering
He YWayme utter, Pre.ident,
C.P, Diblle, Genersl Vanager,

Contactsy Waller J, Schueck, Direclor F.K.
Beve liehie, Hanoper,
Lon, darie Plo-nning,
ot Fi 4, Vigitors Leisou,

Contucts Wierd HRuinlrd, Frosfient,

Sun Fernrndo “lee' rie Fanul-clurdiy Co,

18CY Fipnt Steeet,
Sen Ferasndo, ©1°7,

T Senicorductor Dviain
1457C Svintion Bive,
L!‘.*’ﬂ‘ifil “s '-7‘3 1 e.

Zout by Joconl tdany lireelor,
'_: ' N 70’!;}’:_ : }':)\e:'f }
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2?.9.1?’71 G.‘:.C. 1imi,‘3'§|
I Stanhog: Gule,
Leorvdon . ‘..'.C, Y.

Ctlier Congpenion crutmebedt
Siemers in Uunich,
Fhilige in Sindhove
C3F iu Forics

Corntacts

.

Ure Veredlighi, Director of
Overcea Cporations,
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