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INTRODUCTION:

My comments on Lho eabject of international licensing and
cooperation will be bared wove on actual experience in this
field than on theourctical day dreaming and charitable ideals.
The field of econowics is goveraed by costeiron xules, one of
them being that you caunot spend more than you earn and an-
other that money and talent go where they find profit and ge-
eurity. A national econumy which ignores these basic principles
may get politieal charity but will not find constructive co-
operation, In other words, ff‘ o capitalist busincssman or
enginoer takes an intcerest in a duveloping countiy he expects
to }uke a profit and not & loss. T£ I use hero the ominous
word capitalist it 1s intentional. I mean that sort of capie
talist ay we understund it in the Pederal Republic of Germany
where the "Sozlala Marktwirtscheft®™, litera) ly translated the
"Bocial Market Systen", has pushed our cconomy forward through
the incentive of peruonal gain, controlled by competition and
tempered by social laws and considerations, Guided hy this
spirit the industrialicets af ~ur eomwmtry approach international
Joint ventures and cooperations with the conviction that no
business can endusc vhich favours only one of the participants.
No fly-by-night operxator can survive internationally., 1f wo
want to succecd wo have to build up our reputation as reliable
businessmen who look after the intercsts of our overseas partner

&8 much as after our own. We expect the same from our friends
abroad,

ROW DID THE MACLINE TOOL IRDUSTRY DEVELOP IN EUROPE?

What {5 the hest way to start a machine tool industry? Histori-
cally, in the ©)@ industrial cowntries the demand for machine
tools developed in cany cteps i1 harmony with the gradual

growth of industry. Talented craftsmen sot up a small workshop




and Jevelone? | e Loals en the Cela) oanl er-or mhthod,
Mary f¢:i by the way ;i,«lAﬂ, rut cock probiably contribuied a
little to tho Inbrovoment of machine tocts. The tew who sur-
vived the trials of teething roubles and oc nemic crises
gave their name to wey L e NG 2G haciine tuus corporations,
It is interesting te observe that in our days this process
of talented peopie startaneg and developing smal! veniures is
8till going on as every visitor to machine tool exhibitions
will kncw. '

To recomoend ruch o Proccss of survival of the fittest to

the developing count ries will not do as this takes time « the
induserial n tions nedded almoat a century «~ znd the question
is how Yo fing & short=ut. Siwvple busie wachine tools are now-o-
days standardized to fuch amn oextoent that feor their manufacture
the read of hunan 5kill is pot more aa aecessaty as {n the
early dayn, so that Rass production methods can be applied, In
this way huge piants hive been started, aspocially in the
socialist countries, hut we have alsc examples of succexsiul
ventures (n South Amaztcs and India which cover the

basle Comani of Leandrrd maching tools.

As in cverv economy, ir every business, the secrot of success
lien herc alro in ¢he art to manufasture the right product

at the right time and at the  lght plaec. Th: 3 a tow success-
ful compenies diqg in South America, but the right time for
the simple qurage machine is gone and particularly Brazil and
Argentina are doveloping a need for the more sophisticated ma-
chine tool fit for the large Automobile Companies and their
Suppliers. The change-over from making  standard machines to
the modern Industry's requircments of solving the customers
problemsz is more difficult than {a gencrally assumed. Here,
8gain, human skill and the knovledge acyutred by difficulties
overcome 15 1cquired. The so=called Ce-buqging process scoms
to be tievitedle in our industry and it has its merits, because
this is the surest way of acauiring marhine tool know-how. The
sum-total of difficultin~s overcome is really the essence of
the word tradition. 1o transfer thia tradition requires more
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than fina-ice. what 13 reeded,is an investuent in e training

of peeple and not least, 10 Fime.

Tt is questionab’o whother factories miking simple machine tools
arce the bect basis for o madnssr machinna Lool plant, 1t i a

fact that regions, famous for simple handicraft (Punjab-~India),
sre quite upnsuitable, Yorovsn Fhs tradition of indivival craftu-
men will not lend itself to the discipline of integrated manu-
facturing methods.

On the other haad, the large new plants in the state-planned
economies will also have much difficulty in changing over from
mags production to the fine art of problem solving. The mass
production of simple machine tools ie an easy and profitable
busiress. Expenditure for Rescarch and Development is insigni-
ficant and gelling is sclf-supporting through distributoys,
provided you have a reaady market, as used to be the case in the
pl&ﬂh&é economics and colontal empircs.

Making sophisticated machine tools is quite a different thing,
Whatever profitaccruesmust in tho first plaee be ploughed back
into ReD. Marketing amounts to free of charge consulting to
Solve the customers problems. Scrvice of the complicated equip~
ment is &4 costly buminess and needs experts in Mechanies, Kine-
maties, Hydraulics, Electronies, and this on a world-wide basis.
Profits become smaller with the more sophisticated product.

You have to build uwp a large team of enthusiastic experts,and
the best possiblity here secms to be to s¢lect the few men in
the plant who show skill and cnterprise and start an entirely now
venture after such meh have undergonce training in a modern face
tory under a cooperation scheme. There is also the possibility
to assist young independent entreprenevrs in a similar training
Procedure for starting a more sophisticated industry,

All this leads to the advantages of secking some sort of coupcra-
tion with an old-established company known for its ability to
make modern complicated machine tools. For such cooperation it
is cssential to anaiyse the reciprocal interests in international
coeperation.




NTEREST OF 7 DEVELOD LI Coune .y IN COOPERATION

Obviously, the develnping comitry wishes to take a shortcut
Lo industrialisulion avoiding the tri o and crror dédvelepnent
of the older countri e which 3 mentioned. The se¢ 15 no doubt
that it is much logs Cusrly tu acquire a proved manufacturing
Processe than to devrlop one,and ft would be¢ senucless to txy
and invent something which others had already developed ho-
fore to perfection, Apart from the knovehow of manufacturing,
expericnce in salesg Wd sorvice ig an vssential component
vhich the young countricos too earily forqget. vhe machine tool
huyep éxpects to be trained in the use of the exponsive {notru-
ment which he gets, he requires gpare Paxrts, continuous scrvice
_and attention. The confldence of the nachine togl buyer in the
"product is ap essential item in the machine tool world, 1t is
expressed in the trade-name which, bu'lt wp ever dccades, has
a grz?at warket value. No machine tool maker can aiferd to have
the name of hig machine degraded by poos quality and gserviee,
The standard of the produet murt, therefors, be protected by
yuality coatrols in ony sort of cooperatian,

TWTEREST OF Tile OLD-ESTABLISHED CAPITALIST COMPLNY IN COOPERATION

The interoust of the old~estob) tshed machine toc) mamvfacturer

in giving away Lhe knowshow j= on the rurfac:, lesy casy to ‘
defina, In fact, thace G4l been adverse Critic.em that we glve

“way lightly rho know-how and tradition which had been butlt uwp

Ovar generationg in order to Senexate computitors abroad and

Cestroy our export mariets. Medern indusirialists with & for-

ward view do rot gpare such negative sentiments, It is o fact

that the old kind of colonial country with its mono~type agri~ |
cultural economy was a very poor murket for maching tools. In
Pro-war years little Switzer)and took more from us than the
whole of India., That means, we machine tool builders at Jeast
have a solid intercst in the rapid inejusﬁriausatim of more
countriecs. Purther, the cost of research ang development §g
becoming ever mose prohiibitive apa migt be &pportioned to &

growing turn-over. This again can only he attained through
world-wide manutacture and salc on the basts of a commen roe-
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reuvch ana dovelopment caenter., Another point 1 thnt cuport-
i1ng michine tnouly in the old-astablished way 15 becoming wmorc
aad mozre a thing o0 the puast, Standard wachine teol: arc bo-
ing huilt in rost comtries which used to be rmarkets of Eurone
and the USA, and our anly ehun:~ to keep the wheels of inter-
nationa® business turning lies in cooperation, in sclving the
more cumplicatad technical pioblens Hf our customers abroad,
helping thoem build machine tools with our know-how and tin the
central manufactura and supply of the more complicated machine
groups and components, Pessibly, we ean integiate the production
of our cooperators overseas into vur worlid sales organisition
watching over quality and zervice stonlards $n order to safr-
guard tho name of the product in thoir and our interest., That
oould be done in afrauchising agreowent,

One point which scewcd ttractive for us and for onr fxiends
abroad hes 80 far not rome up to our oxpaltat.ons. That is the
:aithug of cowmploto productisms to countries with a lower

wage lovel than ouxs, and serve our markots [rom overseas. Thare
#1¢ smany explanations for iLhis. The main yreason seems to be the
low wage level itmself which does not force the induatrialist to
cconomisa on man<hours. A Aluo, productivity abroad 18 much less
than ours as long as the skill of tha worker i lower. Thore is
oft-n 0o incentive system and the plant is Jess coordinated.
Very many machine components which, mgm m&g@d, san be bowaht
in Burope cheaply over the counter arcsavailable overseas and
st eithor be made specinlly er imported, both at hgher coot.
Also, in many countries withlplanned cconowy, there is a
laborious rod tape systom of applications and licencex which
nakes modern manufacturing methods almost impossible. This late
tor has been particularly ohstructive in regard to delivery
dates. In the intecqgrated modern industrial world a mac-hinc wust
arrive as planned or a whole production line may come to a stand-
still. As a result of all this, manufacture of our high-qrade
products abrosd takes a long time to build up and necds 4.t~
class experts frow the old conpany as supervisors.




WHAT TO DO TO MAKE COOPERATION ATTRACTIVE FopR THE OLD~LSTABLISHED
COMPANY ?

What then is to be Jdonc, to make it attractive for the old-
established machine “001 company to give their know-how to the
younger countries? i wonlad repeat here p scntonce of mine at
a Conference of Asian Development Countries earlier in the
Year wheon I saiq;

If we had a country with the market potential
©f India and tho spirit of enterprise plus
freedom of novement of 8ingapore that would
be an ideal combination for the benefit of
both countries,

p&i::gg developmunt schemas from Government to Govoramer.t on
the watering can Peincipla, Thig bacouse the Private ontrge
Preneurs are forced to matntain o profitable Production, en-

but need much mitual understanding, 1f the “industry belongs to
the peopla”, ap a Minister of o Socialist country said to me re-
cently, this docs not Preclude commoreial deals with bPrivate ipn-
dustry, and we shall fina ways of overcoming dogmas and ideolo-
9ical barriors through nove? idvas of cooperation,
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Cocperation betwaen tha oid and the vouno Industrialized coun-
tries rescmhles in o way the generaticon problem tn the family
between father and son, The ol and natured «conomies, proud

of thuir expericnce, tend to aver-cstimate thelr know-how, hove
too little faith in the progressive younhy uations. The young
tountries rosent what they consider the arrogance and ecolonia-
lism of the old. They have » tendency to run befor~ thay have
learnt to walk and often take off into an industrialisation La-
yond their means of finance, ¢xperience and markot. To start
manufacturing NC machines in n comutry which needs servieo sta-
tions for tractors would be a case in point,

Cooperation batween old and ycunyg needs tactful haudling and
the Asfatic art to avoid losa of face of the partner. The slogan
*Business is People” applics hore even more than notmally and
the selection arg training of suitable staff for this purpose

is elomcntary. |

Ve sﬁ%iize‘ﬁha iamense growth potential of Latin Amarica. The
basis for a sucessful cooporation is mutual trust and confie
dence in each other aven in cases of conflicting intercsts,
Latin American countries arc no longer in a depcndent or ine
ferior position in the world aconomy, but can bo and must be
equal partners, partners in a coopcration where both sides
know "You can't have the cake and eat it", .

$1) kAgepsing
The simplost way of Cooperation is licensing and in my view it

gg the worst in our context. Licensing works betwoen parincrs
vho are both industrial experts, but simply to hand over pa-

tents, drawings and assembly instructions to an unskilled 1i-

cense: and forget the deal, will not assure a proiuct suitable
for the young country and worthy of th: name of the licencor.
It is often criticised in developing countries that they are
not beiny licensed the latest technicil developments. This is

& wrong view in my opienior. If you m.:t have liceonsing, an old




welleny o Prodast, thornu;hiy de-bugaged, s sften more suitab
chan g VOUY new onc fyig of Leething troubles, Morcover, the

mirket of (ke few country i1 Lormally nave better use of the
bProved product than the sophfsticatog one,

Still, a fay words muy be Sard in regard to‘licensinq. There ig
ho standard Prescription for License Agreements. Each one has
to be drawn up to fit the pParticular ituation, Many learned
Looks exiat with ful2 details, byt to my mind these are useful
only as check-lists, 30 that every aspoect finds consideration,
Things like the detinition of Patents, Knaw-hcw,of New Deve lop~-
ments during the time of cooperation are elementary ag wall ag
the confidentiagy Ratura of the know-how vis-8-vig third partiea,

It has beon Sudgested ay useful to have a C’ontxclling Agroe-~
mant in addition to the License Agreement ip order to assure
& regular chock on machines to e Produced ang their quality,
controlling of Payments due ang of snles ttatistics, checks on
the timely Ltronsfer of know=-how ang assurance of cont inuous
aupply Ot alteration and iuaprovement drawings, Provision nust
be made i pPrevent the Liccnsee fron 'takinq over tha know-how
and deloy wanufacturve ynegs the Aqreement has expired ip order
to eascape Piece royaltieg, A useiul Procedure jg g clause ip
the Agreeicnt that develepmant:s of the Idecensor ape Stopped

at  halftinme of the Agrcemont unless its guy; Ltion g extended.
this makcy for continu.ty,

It is RBCessiy that 411 AR kg ape considered ipn the Agreo-
fent, but sueccess is only Quaranteed to such cooperationg
where the Plrtnors - opee the contract is signed - will nevag
have the neeq to look at theip Paragraphes aqatp, it is always
4 greateyx advantoge to give a fow thousandg dollars when in
doubt to the Partner than ¢o lose millions by 90ing to the
courts, )

Penalties ure much lgun *flective Instruments to assure suce
cess than the hope to gain and make 4 proiit by CGoperating,
and this, Incidontally, ig truae in aly busiiscss and th poli-

tics,
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Beiter trhan licensing 14 the Joint ventuwie whare Bucecss bLring:

pProfit to both paitners Ghad fatluve hurts them botl eygually,
and this is Lhe Form of cheperation which 1 try te achtoye jn
the Crldameister Group, € cut Imperting. is nraally attaehsd to
the percentage of eqgui ty boetween the partiers and thore s no
doubt that the 51 3 sharchoader has mom power Lhan the minorjty
ane. Ou the othor hand, Ry experience is that the 49 pereentor
is never fully interested in the succens of the joint venture,
He will be reluctant to give all he cap of his expericonce, kovp
hew developments to hims22f as long as he Can und contider his
minority investmont as a second~clase interect, Tho most ef-
ficlent ratio is %0 50y but it works only as long as hoth
partners maintaiiy a 9004 personal relationship, It requires oo~
stant care, and cach Parener hus to ook after the interest

of the other as ir it were his owa, I that cause it works
splendidly, The praecarious S0 31 50 balape~ has its dngers,

of course, it can tail if and when the pPartacra do not make
early provision for the Seneration change, In 4 %0 1 %0 joint
venture it 12 advisable to BPlit up tusks In such a way that
interdepondence: makes it pmf!tamegmr both partners at a1
times to continue a good relationship, There ir the possibie
lity that the gentor partner takes owor the worlad s8alus where~
as the junior partner handles -he domestic businers, both for
the joint venture and for the imports from the old company. Re-
svarch end dovelopment is normalls centrod in the old cauntry,
but its results should b2 avaflalle to the joint venture against
&n arranged price. A vary iupofrtant aspect, often neqglected, is
the exchange of personncl. Young e4ports from the old company,
delegated to the joint venture will grom in staLure, lecarn not
only to spcak the language, but to Landle foreign sltvating:,
and develop into potential leaders, Young men frum oversnas to
be trai.ed should be integrated into the product fon process

of the old company and eavn their owp living by boing paid ac-
cording to their perforuance. Theoretical courses ~lone will
hot accomplish the transfer of know-how - eftictently as prae-
tical experience.




Such overse s trairees, intent on progressing, have often bccome
cxecllont experts fit for lcadership not only in the joint ven-
ture, but ir the group as a whole. It is vsgential, of course,
that they find positions in kee¢ »ing with thei: pmproved know-
ledga when they return.

43) 100 § Qepership by_the Old_Cowmpany,

A 100 ¢ investmant by the old company overseas is often recom-
rentsd as a solution frer of problems, No doubt, this gives
clearcut responsibilities and authority to huild up an enter-
prise on wall proved lines. It requires, however, considerable
nnowledge of the young country and there is more than & chance
of complote fallurc. 1, myself, would not wish to start a ma~
chine tool company abroad without participation of local talent
and capital. Many countries now-a-days suffer from the relice
of colonial retentment, have o fear of what is called sconomic
colonfalism a:d will make difficulties tn a i00 % foreign owned

- company. We hive to take guch sca.iments into aocoumnt, vhether
they make cconomic aensc or not.

FUREIGH CAPITAL IN INTEKRNATIONAL BUSINESS

Historically, foreign capital has worked wonders. Europsan in-
vestmant originally buile uo the aited Statos 214 US inverte
ront has given tremendons help to the reconstruction of Surope
aftex the Second Worll war, ¥ forcign investment wors excluded
from the international economic scene, prosperity worldwido
would collapse,and I fcel that young doveloping countries would
be well advised to mako it attractive for foreign capital to
take an interest in thci- aconomy. ‘

We are aware of a strong economic nationalism in all develop-
ing countries. Economic nationalism in itself is not a negative
{actor, and Europe has seen a qood deal of it, too. Unfortunately,
cconomic mationalism is often vsed - misused, ! should say - po-
litically and things are ofter handled from pnlitical considera-

tions rather thaa along the lines of economic sense. The Latin




origin of the word credit meuns confidenco, faith, trust, and
no end ef credit is boing destroyed through wilful acts of con-
fiscation, nationalisation, socialiaation of property. This do-
stroys the spirit of cntirprirc, discourages cupital and ta-
lented people from going to develoving countries where they axe
noeded rwost,

In conclusion, I would like to say a few words on Lhe slogan
that "Business is Peoplc®. This applies even more in machine
tool building than elsevhere. It is .rue, machine tools are
the essential basis for prosperity and economic progress, but
mote important are the people, the experts who are trained in
the manufacture of machine tools and in ‘thelr use, We find a
ctontinuous drain of experts from our machime tool factories in-
to other industrios and although the loss of those men hurts us,
ve do not object, because thesa men bring their enthusiasm for
our product to our potential customers. For the same reason we
Sre propared to encourage our experts to go abrosd and assist
young and budding industries to grow up.

Rightly handled, the machine tool industry can be wvery use-

ful 1n the process of giving to developing economies a modern
industrial structure and wo BEuropeans will be happy to help
for the bemefit of all.












