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INTRODUCTION

Within its research programme on redeployment and structural
adjustment, UNIDO initiated, in 1976, a number of surveys on
Industrial redeployment potentials in selected developed couniries
(Belgium, Federal Republic of Germany, Sweden, Switzerland). Within
this series a survey was undertaken of Belgian industrial enterprises
in 1976/77. The purpose of the survey was twofold: to gain insight
into the interest, motives and priorities of Belgian enterprises for
redeploying industrial activities to a developing country and to
identify major bottlenecks and constraints facing firms interested
in redeployment. The findings of the survey were used for high-
lighting pertinent issues regarding redeployment prospects and con-
straints in the industrialized countries and served as an input also
for the direct promotional activities of UNIDO, The survey was
undertaken by P.K.M. Tharakan, W.M. Schoofs and A. Vaes of the Center
for Development Studies University Faculties St. Ignatius, Antwerp
University, as UNIDO consultants in co-operation with the UNIDO
Secretariat. UNIDO greatly appreciates the co-operation given by
Belgian enterprises and federations. The present report summarizes
the findings of the survey in a very brief form in order to present
to the public the most essential results of this particular country

survey.



I APPROACH

In carrying out this first survey of the industrial redeployment
possibilities in Belgium, a total of 414 firms were contacted. 1In
practically all sectors the samples were preselected. The procedure
used was (1) to contact the Federation or the "Enterprise Council®
concerned in order to obtain the names of the firms which were most
likely to be considering redeployment and (2) to initiate contact on
the basis of the information received. In the case of paper and card-
board industries, paper- and cardboardworking industries, the food-
sector and the woodworking industries, only a partial preselection
was possible. Out of the 414 firms contacted, 133 firms replied to
the inquiry. Among these 133 replies, 43 firms indicated an active
interest in redeployment. These 43 firms were subsequently interviewed.
The main objective of the questions asked and the questionaire used
during the company interviews was to indentify the following: the
kind of redeployment activities undertaken and planned, the motiva-
tions for redeployment, the names of the developing countries in which
the company had already invested, the forms and terms of collaboration
used, the countries preferred for redeployment, the criteria used in
selecting these countries, the support desired in case of redeployment
and the main obstacles to redeployment activities.,




II, IDENTIFICATION OF REDEPLOYMENT
TENDENCIES AND OPPORTUNITIES

The results of the 43 interviews of Belgian industrial firms
are summarized in the table below, (The firms interviewed were classified
into the following industrial sectors: metalworking industry, chemical
industry, construction industry, tanneries, leather products (maroc-
quinerie), footwear, clothing, tertiles, woodworking industry, paper and
cardboard industry, paper and cardboardworking industry, food industry,

engineering companies in the food sector, other engineering companies
and other sectors).
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TT1.  AIALYSIS OF FINDINGS

An the basis H»f the 1nfrmati-n pained in the interviews, 1t :s
pyssible tn distinguish betieen different "types" »f companies,
uilling to carry out 1ndustrial activities in the devel ping

countries.

Companies with low capital intensity

A number of companies in the industries characterised by a
rather low capital intensity are considering the possibility of
(further) redeployment t» developing countries. This pgroup consists
of 13 companies belonging to the following sectors: tanneries (1),
leather products (), shoes (7), clothing (1) and textiles (3),
paper and cardboard (1), paper and cardboard working (1) and wood-
working (?). Fight are small firms, the others medium-sized.
Five (four small ones, one medium-sized) have set up activities in
developing countries for the purpose of re-exporting the products
produced in the develnping countries to Belgium, Their main motivatio n
for such redeployment was (and still is) the availability of cheap lab-ur
in the developing countries. An»>ther small firm is considering
redeployment for the same purphse and motivation. For s»me companies
in this group the penetration »f 1ocal markets, and in sone cases
the presence of raw materials, constitute additional motivatiosns for
redeployment. The comnanies already having subsidiaries in developing

countries established these very recently.

The main obstacles to (further) redeployment by the firms with a

low capital intensity are:

- lack of finance;

- lack of Belgian personnel willing to work in developing
countries;

- difficulties in finding a local partner;

- lack of basic inputs;

- administrative problems, especially in relation to the
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the import of some inputs to the developing countries,
- in some cases lack of skilled personnel in the developing

countries.

specially for the smaller firms, the three first »bstacles
play a very important role. These firms, theref-ore, request support
from the Belgian government, international >reanisati-ns and the
1ncal authorities in the developing countries in pr-vidins sunrantens
for financing and in finding suitable 1-cal partners. Concerning the
f~rms and terms -~f collab-rati-n, the --in e n*ribut:i-n f the
Belgien firme consisted, »r will c nrist, ~f provitr~ the *eckn»l v,
thr mechines, in some caser the management. ners-nnel training, and
in the ~ase of re-exp-rt, the sale >f products >n the luropean market.
Due t~ the limited financial capacity >f myst firms, financinl

participation in redeployment projects usually is or has been rather

small.

The countries preferred for future redeployment by this group

of companies are the following:

-  Tunisia, Morocco;

-  Mauritius, Nigeria, Gambia, Ivory Coast, Senegal;
-  Saudi Arabia;

- Singapore, Thailand, Republic of Korea, Malaysia;

-  Brazil, Costa Rica.
The important criteria in the selection of these countries were
cheap labour, local markets, raw materials and p~litical and economic

stability.

Companies with tigh capital intensity

The second group of companies consists of larger companies 1in
rather capital intensive industries. FKleven companies in the metal-
working industry (6), chemical industry (), building materials
industry (1) and food industry (") could be classified into this

group. All companies in this group wanted to expand their inter-
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national market and - except one - had redeployed before. In order

to penetrate new markets, investments in developing countries were
found to be necessary, mainly because of protection by these

countries and, in the case of some prodvcts, high transport costs.

Most of these companies have been investing in the developing countries
for quite some time. In the past almost all investments were carried
out in Latin American countries, This was partly due to the fact that
only countries with a certain degree of industrialisation represented

possible markets for the products of these large companies.

The main obstacles to (further) redepl yment in developing

countries mentioned by companies with high capital intensity were:

- lack of skilled personnel and managers. (This was c nsidered
a major obstacle because the activities »f there companies
require rather complex techn-logv):

- political and s»ycial instabilitv:

- administrative problems and irrepgular business practices;

- in some cases, the lack ~f 1-cal credit facilities.

In order to limit administrative problems the c mpanies are
interested in achieving a good base of co-operation with 1scal auth-
orities. The contribution of the Belgian firm consists mainly in
providing the technology, equipment, personnel training (the companies
suggested that international organisations might help training), and
management. PFinancial participation by the firms was generally rather

limited. |

Countries preferred for redeployment by large capital intensive

firms are:

- Latin American countries;
- North African countries;

- the 0il producing countries.

The criteria for selecting these countries are sufficient 1->cal

markets, political stability and the pnssibility of pr~fit repatriation.
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Companies primarily interested in the sale »f technilogv

A third group of companies was found to be interested 1in
(further) redenl yment primarilv because ~f >pportunities t> sell
techn~1~gy. Nineteen companies i1in the sample (s me f them als>
belonging to the second egroup) belng to this group. Seven are
engineering companies vhile the sther twelve c mpanies are t» be
found in the f»1lowing sectors: metalworking (4), constructi n

materials (1), tanneries (1), textiles (4) and £--d (7).

With the exception of four firms in the latter group, all
companies have redeployed before. These companies are often
engaged in a large number of projects in different parts of the
world, where their contribution consists mainly of providirg
technology, equipment, personnel training and technical assistance.
They also often provide assistance in management and marketing for
a limited period of time. The sale of technology seems to be a
very attractive activity mainly because financial and political
risks are considerably less than in the case of fixed investments.
The sale of technology on a very large scale, however, seems t» be

a rather recent phenomenon.

Generally, enterprices bel-nging t~ different sectors are
jrintly invnlved in one large project. Ihngineering c-mpanies ~ften
act as "general c-ntractors", bringing different c-mpanies t-ygether
and c¢n-nrdinating all the activities needed t» carry nut the pr-ject,
The engineering companies contract the suppliers >f machines, equip-
ment and know how. They provide management and marketing assistance.
In some cases they train personnel and even assure the operation
of a plant during a limited period of time. Some ~f the engineering
companies are oriented to specific industrial sectors such as food
(3), non-ferrous metals (1) and electrical equipment (1), while
others (2) operate in several sectors. Since the projects are usually
quite large and a lot of capital is involved, financing, restrictions
on profit transfers and political instability are (actually or

potentially) the main problems confronting the individual firms
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engaging in these projects. liost projects are carried Hut in, or
intended for, the ~il producing countries. A number ~f projectr
are however also carried nut in those of the po-rer devel-ping
countries which receive support from internntinrnal -~reanisati-nc

such as the '’»r1d Bank, the Muropean level mment Fund, ete.

The enmineerins c-mpanies were aet up 1n ~rder t- e~lleet and
sell the techn-l1-ev ~f their parent campanies. ™e prren' ecomn-onien
are abhle to pr-vide the "packare" ~f teshn ! neednd +- enrr- -ut
large projectis. ’'sresver, thece enginecring o mpantes ~ften bel ne
t> important finencial prouns, facilitatine the financing f thege
large projects. The parent companies are interested i1n thig kond
f redeplyyment activitr, not anly because ~f the pragipiliter ¢
sell technnl-gy, but als» because >f the cale ~f mach'nes, eguip-
ment, etc., which are directly >r indirectlv linked vith *hese
projects. OSince they are an important direct and indirect s urce
of exports, and hence employment in Belgium, such companies als»

receive support from Belgian government institutions.
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IV. CONCLUSIONS

The main objective of this study was to identify industrial
redeployment opportunities within Belgian industry. By means of
interviewing a number of top managers of important Belgian enter-
prises interested in redeployment, a picture of current attitudes
of Belgian enterprises towards redeployment and a new internnational
division of labour was obtained. Of course, given the limited nature
of the sample, the picture is incomplete, but it gives reveral

important indications.

. There seems to be a large potential for redepnl>»ment 1n various
gsectrrs of Belgian industry. The great —nr-rity f firms -n
which information was obtained was alread, activelvr engared 1n
the redeployment process and had plans t> coyntinue redepl-yring.
The reasons for redeployment vary, dependin~ »n the characteristics
of the company; the most i1mportant ones are cheap labour and the

penetration of new markets for end products »r techn»l»-gy.

. Firms, however, see certain obstacles in the way of redeployment
to the developing countries, those of a financial nature (such
a8 lack of credit lacili‘ies, limitations t» profit transfers)
being the most general, followed by those which are of a more

social nature (lack of skilled personnel,political instability).

Thus, this study clearly indicates both a potential for redeploy-
ment and the existence of a number of obstacles preventing redeploy-
ment. As such, it could be useful to decision-makers in Belgium as

well as in the developing countries.









