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I Background and Introduction

This report was prepared by a Group of Erperts as part of the role playing 
exercise which was carried out at the Workshop. The group examined a 
"Suppliers Technical Proposal for the Establishment of a TV Plant" which 
had been prepared for the Workshop. Discussions were then held with 
representatives of the suppliers and a TV assembly plant was selected by 
the Group suitable for the country with a large internal market as detailed 
in Appendix I. The findings of the Working Group were presented to the 
Plenary Session of the Workshop and the following text was prepared as 
working document to support the verbal presentation.



II Main findings

Population and demand.

As it is indicated in the general country data, the number of 
inhabitants is 66.9 million persons. This number can create a 
market for 2 million sets/year. This number can be- classified as 
follows:

total number 2.000.000 sets
colour TV sets 800.000 sets
black S white 1.200.000 sets

We assume that the market Jill be supplied through imports by 400 
K units black 6 white and the rest of 800 K units will be made or 
assembled locally. It is believed that a 25« of market 
requirements can be covered by the new assembly line equivalent 
to 300.000 units/year.

The demand is related to other factors as follows:

demrnd * K x population x purchase power
price of product

or 0 * K x PI x P2 
P3

where
D ■ demand in number of sets
P1 » population in millions
P2 « purchase power
P3 * price of product in OS dollars
K - constant (determined by factors such as members/family, 

units/family, lifetime of 3ets, etc.)



Purchase power and price of product

As stipulated in the 6.C.O. the wages start at 4.285 p/month 
which is equal to 200 OS dollars. Compared with the cost price 
indicated in the proposal which is equal to 136 ex factory at a 
rate of 200 K units/year, the cost is practically within the 
reach of any person in the country.



Alternative suppliers.

Although it is not listed in the G.C.D. that there is electronic 
industry activity but other factors explain possibilities and 
fertile environments for the establishment of such industry. It 
v u  stated that 7000 licensing agreements are already concluded 
with foreign enterprises. It is assumed that 400 K units will be 
supplied to the market through other manufacturers.

Forecasting market conditions.

Due to the fact that the purchase power exists in the market 
there will be a natural tendency within the consumers to switch 
to colour TV sets. This fact is supported by other technical 
limitations in the continuous production of B 6 W picture tubes 
and accessories. The prices of colour TV sets in the 
international market decreases by time even with thu existing 
rate of inflation.

Manpower.

The proposal includes the requirements of 132 persons for current 
technology while 194 persons will be required for simplified 
technology. The G.C.D. indicates in the part of labour resources 
27 % of the population as active population. This complies with 
the requirements of the proposal including skills and crafts.
It should be taken in consideration the establishment of a 
training centre with necessary facilities of the purpose of 
upgrading the workers knowledge. Mo indication of such training 
facilities exists locally.

Wages.

The rate of wages within country complies within the figures 
indicated in the project.



Bearing in mind the great importance of modern management and 
capabilities required to run such a plant it is necessary to 
train the expected managers in the suppliers plants, to ensure 
the high standard of the future managers of the plant. Periods of 
training and subjects co be concerned must be clearly indicated 
in the proposal.
Qualifications required are basically available.



Material requirements.

Availability.
By careful examination of the component list included in the 
proposal taking in consideration the existing industry which was 
listed in the G.C.D., it is clear that the local market will be 
able to supply components and materials comprising 46% of the 
costs of the component list.
This will comply with the national interest of indigenization and 
will affect the cost of the unit favourably. The expected 
increase in the cost of production equipment will not be 
significant.

Quality x price stability.
The proposal did not take in consideration the possiblity to 
supply components and materials from the local market. Quality 
control group and necessary test equipment must be added to the 
costs of the project.
One year contract with local suppliers of components is 
considered safe enough to ensure stability of prices.
The local supplier has to guarantee the supply of necessary 
components in time and quantity and quality taking in 
consideration the time required as lead time.



Restrictions and importation.

Custom duties are low on essential goods, prohibitive on products 
competing with local industries. This in connection the open door 
to foreign investments will create the suitable environments for 
the project.
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Know how.

1. The group agrees to the simplified technology methods due to 
the following reasons.

1. Low starting cost of the equipment.
2. Low wages and availability of manpower.
3. Simplified nachines need less maintenance cost and can be 

maintained by normal level of skilled labour.
4. Simplified machines give more flexibility in production 

lines thus giving chance for alternative products in the 
future.

5. It is noted th-'it there is no significant encrease in the 
requirements of labour compared to the current technology 
methods.

6. The plant area is similar in the two cases.

2. The simplified technology selected will be needed for the 
start-up time, calculated to be 3 years, more automated 
equipment according the latest current technology will be 
introduced to the plant to improve productivity and increase 
profit, provided that the level of the technical staff is high 
enough to receive and understand this modern technology. The 
new machines will be then financed from the expected plant 
profit.



Imported or local technology.

No evidence is observed to prove availability of local, 
technical, know-how in G.C.D. This imported technology has to be 
considered (referred to know-how paragraph) simplified technology 
is already selected.

Infra structure.

The infra structure of the country is found quite encouraging. 
This includes roads, rail, port, airports, telephones, public 
transport facilities, social facilities, health care, cultural 
life, training and education.
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Government Policies.

The proposal did not include enough details in the chapter for 
agreement. Although it is clear from the G.C.D. the following:

1. The coutry is open to foreign investments with contribution up 
to 49 per cent of the equity.

2. Profit repatriation possible and guaranteed.
3. Capital and royalty possible and guaranteed.
4. Convertibility guaranteed.
5. But in the field of taxation, there will be no discrimination 

between foreign and local investment which is 42 per cent.

The governmen must be assured that the price of the same product 
will be cheaper than the existing production price of alternative 
suppliers - indigenization is a general policy of the country 
whenever possible.
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Issues to be considered in the technology transfer.'

1. The proposal did not include a list of the proposed machines. 
It must be taken into consideration the possibility to use 
locally manufactured machines rf available.

2. Factors affecting the selection of technology can be as 
follows:

The selection of technology of the product must comply with 
the general interests of the country and its necessities as it 
reflects to the internal market promotion.

a. Complexity of machines required
b. Maintainability of machines
c. Spares availability
d. Availability of skilled manpower
e. Product quality expected
f. Permissible rate of rejection
g. Limitations imposed by the existing infra structure and 

manpower characteristics and weather conditions
'. Production volume decided according to market study
i. Rate of energy consumption/unit
j. Wages.

The wages indicated in the proposal are within the iiraits 
of the actual wages of markets as stated in the G.C.O. 
which is 200 US dollars per month.

k. The technology suppliers must permit the national experts 
to visit and recognise the process and know-how prior to 
negotiations.
It is found necessary in return that the contract be 
negotiated in the host country.

l. The technology supplied must not limit possibilities of 
exportation of the locally assembled units.

It is clear from the G.C.D. report that the country is in a 
good financial position to support such a proposal.
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WORKING GROUP I

ITEM PROPOSAL COUNTERPROPOSAL !

1. volume 200 K 300 K

2. cost
(traits price)

136 $ should be recalcu
lated considering ! 
local manufacturing 
of parts, component-j
etc., low wages

. _ . j

3. local materials 
components

none in the analy
sis of costs i

4. process 
technology

simplified simplified 1i
5. imported 

components
12 $ 33 $ imp. (tube ! 

tuner + s.c. ♦ res.
+ cap. + misc.) 
and
39 $ local (wires, 
fixed matrs. packing 
matrs., defl.unit, 
coils, L.S. + TX 
me-s, PCB, metal 
parts, cabinet

6. process and techn. 
for local manu
facture of comp.

no should be provided

not complete



Ite» Bl»Ple

EMPLOYMENT X

QUALITY

OPER. COST

INVEST; COST X

VOLATILE PRODUCT TECH, X

APPL1C. OF UNIV. TECH.

MAINT. X

VOLATILE PROC. TECH. X

CHOOSING PROCESS (A88'Y) TECHNOLOGY

(Not complete)



WORKING GROUP 1

Current

X

X

X



U N I D O

I N D U S T R I A L  I N V E S T M E N T  P R O F I L E
C E N E R A L  C O U N T R Y  D A T *

S u r h c a  t r a t aq  En

P o p u la t io n i n u a b a r  ( y a a r )  i 66,900,000 ( a a t la a . 1 *7 *  
d a n a lt y  i S4 p a r  aq  i a  
g ro w th  r a t a / y a a r  i 3 . S S ( 1 *7 0 -1 *7 «  1

1

C l U a t a : w iata ld iia  o l í » «  t o ,  dry and  M i a

L a i t | u t | a (a ) i ¿ y u n ta ii, D i g l i a l

R a l l g l o n ( a ) i Roman Cat/mlia

In h a b it a n t s . ■ 11,339,744 l 1976 1

C u rre n cy i Pato ( P 1 Exch an ga  r a t a  i US t 1 - P 19.940 < 06.1979 1

G E N E R A L  E C O N O M I C  M  O T I  U

D I S T R I B U T I  0 N 0 r  0 D P ( b l n  P  1

1.47« 19 7 6 1 9 7 7

Conauaptloo : 7 9 C .  1 9 6 0 . 9 1 , 3 0 6 . 9

lnv« a(M nt 9 4 9 . 6 9 9 0 . 6 3 3 3 . 6

Exporta i 7 6 . 9 1 0 4 . 1 1 6 7 . 6

- I»porta : -  7 6 . 0 -  1 9 4 . 9 - 1 6 6 . 6

TOTAL GDP at cu rra n t p r lc a a  I 1, 0 3 9 . 4 1 , 9 9 0 . 9 1 , 6 3 9 . 6

PER CAPITA GDP at cu rrant p r lc a a  i P  1 6 , 6 4 0 1 9 . 6 6 3 9 6.17J

Avaraga ra a l  growth ra ta  i

S E C T O R A L  O R I G I  N 0 r  0 D P  (  *  >

A g rlcu ltu ra 10 [ JO 10

Mining i I i 1 1

H in u f ic t u r in i  : 9 6 39
Ot tiara 6 3 01

B A L A N C E  0 r P A Y M E N f b (  Mi l  P 1

In flow s 1 1 4 9 .  i 1*4. 1 9 6 3 . 9

- OutfIowa i -  1 4 7 .  1 -  9 1 3 . 0 -  9 6 9 . 1

Nat changa in  li ita m a t lo n a l raaa rva a : 9 . 0 -  1 3 . 9 1 4 . 7

PREPARED AS A SERVICE or THE INVESTMENT CO-OPERATIVE PROGRAMME ■RANCH OT UNIDO 

ON THE BASIS OT AVAILABLE INrORMATIOH.

UNIDO DISCLAIMS RESPONSAB1LITY TOR ANT INACCURACY OR INCOMPLETENESS OT THE DATA.

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGAHIZATIOII



ANNEX 1

URGE INTERNAI, MARKET

C O H M I I H r m  H A W U r A C T U R I H O  A D V A M T A P E S

Reaourcea - M aturai

- labour
- f in a n c ia l

In f ra a tru ctu ra  - tranaport
- anargy
- development

In f la t io n  ra ta  ( paar )
Hain M anufacturing branchoa

( Suaveary of ahapter I I I  )

I ftrtrolrum,  n i tura t gja, aalt,  ¿l'un ora, l i l i ta r ,  o o f f t t  
uottin i, (¿«►atuok, rook |iliüu|iliut«, 

i H? 1 u t  ina infilila tion (  197» l .
1 , a f f i a t a i  Lanka fo r  a g r ic . , f o r ,  frati»
l f  anu)Nirla,MB int.airjwrta,good rood and rail l
I i f  bla VWi;fJ min m .t .o il  rafinadi’iual .flunt
lnatItutIona i national Uoraiyn riwni'iiiou ;

Koroign TimiL* /nell'Iuta.I 17. t I ( I»7» ).
I food  ¡m ianaaing, cngina.iring im lu e tr ia a , ¡talinoliami- 

o a la, l a t t i l a » .

r O H E I O N  I H V E 8 T H C H T  P O L I C Y

Opan to fore ign  Invaataent i yaa, fo r .  imnatm.iMtoimia oa a auifdamant to looal inr. 
( branchea | p rafarancaa ) in aaotora introiluoing nru taohnol., thona ohi oh ir t

azrort-oriantad and uhioh u t i l i a* looal rtat mitariala.
Allowed proportion  of fore ig n  c a p ita l

Invaatnant tn cen tlvaa
Legal - invaatnant coda/law

- p r o f it  re p a tr ia t io n
- c a p it a l  re p a tr ia t io n
- othara

r ia c a l  - corporata Incona tax
- o ther corporata taxea

- tax h o lid ay/red u ctio n
- ca rry  forward of loaaaa
- t a r i f f  reduction
- double taxatio n  avoidance

- othara

rinxnclal - borrowing Incentlvea
- othara

Hanliarahlp In In te rn a tio n a l and reg io na l 
aconoailc organ I ta t Io na/lnat Itu t  Iona

• ig) to 49 % untata othuruiaa ai'anifiad.

I 1973 Hat. f’oiioeea run un l ’ora ign lnat a totani
■ puurupitaai/
I gnarantenj
■ . .

I ..
I atomft tax ;  taaranntila tax

! iOi/inoomr taxj 100%/oura. ,at.mf> tiixra 
I . .
I tOOi/aquifmant, not mi I aria!  •
I uith  USA on thifif/ing/airarafl o/iaiationa

I IOI>f axaifition/aajiort tu-Jur

I . •
I mawi'uuij frua annua

I Unitali tt.it io ut, IX’I.A, Tha k’o r ld  Hank, 
IW , I DII, LAUTA,

I Siuaawiry of chaptera 1 and I I  >

I
I« I
I
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N I D O —  INDUSTRIAL INVESTMENT PROFILE -- printed 09.1980 / 500 copies —l>

I G O V E R N M E N T  E C O N O  M I C  P O L I C Y
Politico-economic system market economy country ; key eeatore are *uxtior.alizad (energy,mining,acn.mnioatio> i,basic pelro

chemicals).
Membership In international and regional economic organiiatlona/institutions : United Nations, SCLA, The World Punk,

IMF, IPB, LAFTA.

Monetary polioy ( convertibility and controls ; membership in currency unions ) : official intervention, when necessary, 
to maintain orderly conditions in the exohange market ; exchange mtes dataimined by demand and supply on exchange miv 
ket. Settlements with other Latin-Amerioan countries are made 
through clearing accounts ( LAFTA agreement ).

P sCurrency 
foreign trade

Exchange rate i US $ 1.00 =
Total imports (SITC 0-9) !
Thereof manufactured goods (SITC 5-8) :t 

mainly t machinery and transport materia 
Total exports (SITC 0-9) :
Thereof manufactured goods (SITC 5-8) : 

mainly ; orude petroleum 
Inflow of direct foreign investment 
Thereof manufacturing sector 
Total expenditures ( - )
Total receipts ( + )
Balance ( t or - )
Public debt DOM :

FOR t

Economic development : Economic activity centered on

Development strategy oriented towards

Current nat. dev. plan s duration 
Total plan budget DOM

Foreign investment 

National budget

1976 1977 1979

I S .  4 P.6 2 2 . 5 7 3 2 2 .7 6 7

9 0 , 9 0 0 1 2 4 ,0 9 4 1 6 1 ,8 5 4

? 4 , 901 • • . .

4 6 , 4 3 6 • . . *

5 3 , 6 1 7 9 4 , 1 4 0 1 2 9 ,5 8 9

1 7 ,6 3 7 » • • •

9 , 3 9 6 2 0 , 1 6 9 • •

3 , 3 8 3 7 , 3 6 6  

• »

6 ,  104

• •

( min F )
petroleum, natural gas and phosphates production and 
processing
exjwrt promotion, regional development, State develop
ment of key sectors

years, from to 
FOR !



I I . - R E G U L A T I O N S  O H  P R I V A T  E A  H D  P U B L I C  F O R E I G H  I H V E S T H  E H Ï
Object Instrumenta Content

Eligibility 1973 National 
Congestion on 
Foreign Invest
ment. National 
Registry of For. 
Investment.

^^vnejntalj£olia}l : foreign investment is waloome as a supplement to local invest
ment. Mixad economy.

Eii&ibili&JZ£Lte^riq « certain seotors are under State control, e.g. energy, oomnuni- 
oattonSj mining, palvoohemioals. Those open to foreign investment include new tech
nology or export-oriented industries, os well as those utilising a high percentage 
of raw materials.

Foreign loans : subject to approval by the Ministiy of Finanae and Public Credit and 
the Bank

Corporate status

Registration

Finanoial
transfers

Technology
transfers

Labour

Type of corporation : no restrictions.
Minimum capital : . .
Allowed foreign participation : up to 49 % ; mere in exceptional instances.
Minimum participation of local partners : see above. Certain industries are exclusive

ly reserved for Mexican private andPor public capital, ouch as madia, transport, 
forestry operations, gas distribution.

Application : informal approval of the Directorate General of Industries is a prerequi 
site to formal permission from the National Commission on Foreign Investment.

Time span of decision : no provision.
Profit : repatriation guaranteed.
Capital : repatriation guaranteed.
Loanc ( principal and interest ) : repatriation guaranteed.
Technology ( fees and royalties on licenses, consultancy, management ) : remittance un 

restricted.
Convertibility : guaranteed to approved investments. The US $ is the intervention cur

rency.
Control : there are no exchange controls.
Protection of industrial property : no agreements conclude to date.
Licensing agreements : more than 7,000 technology agreements concluded with foreign en
terpriees.
Patents and trademarks : ..
Wage a : 4,285 P/month ( 1976 ).
Working hour8 : 45.6/week ( 1975 ),
Social benefits : ..
Labour disputes : ..
Foreign labour : an entry permit, either itmigrant or non-inmigi'ant, depending on the 

business, is required. It must be obtained from the Ministry of the Interior.

U N I D O - -  INDUSTRIAL INVESTMENT PROFILE -- printed 09.1900 / 500 coplea --



U N I D O —  INDUSTRIAL INVESTMENT PROFILE —  printed 09.1900 / 500 copies —

II - R E G U L A T I O N S  O N  P R I V A T E  A N D
Object

Taxation

Instruments Content______
Corporate taxee

Incentives

Personal taxes :

Other taxes : 
Legal :

Fiscal :

Finanoial : 

Others :

P U B I .  I C  F O R E I G N  I N V E S T M E N T  ( continued )

Inaome tax : ..
Property tax : ..
Loans and technology : ..
Customs Juties : low on essential goods ; prohibitive on luxury 

items and on produots whiah oompete with looal industries.
Salaries : ..
Dividends : ..
Stamp tax ; mercantile tax.
General treatment : once approved, there is no discrimination be

tween foreign and ' investments.
; UP 40 * reduction on income tax ; up to 100 S 

on net federal portion of mercantile tax ; up to 100 X on stanp 
tax ; up to 100 X on general and additional export taxes. These 
reductions are valid for 5, 7 or 10 years depending on whether 
the industry is rated as basic, semi-basic or secondary.

Personal taxes : no provision.
Double taxation : agreement with USA on operation of ships and air

crafts exempting suah earnings from double taxation. 1
Repatriation allowed without limitation onoe certain legal require- o> 

mente have been met. Duty exerrption on equipment and raw materials*
Numerous free Bones along the Golf of California. Exports utilising 

60 X or more loaal content are eligible for 100 X duty rebates.
Those utilising 60-59 X looal content eligible for SO X rebates.

Environment no provision.



w

Labour resources

III - C O M P A R A T I V E  A D V A N T A G E S  O F  T M F ,  M A N U F A C T U R I N G  S E C T O R
Natural resources endowment : petroleum, natural gas, salt, iron ore, silver, copper, phosphates, sulphur zinc, coal,

livestock t augar, corn, ooffee, ooooa.
Active population : 27 ^manufacturing 20 %;agrlculture 39 %).l)n/underemployment 3 \ (1978)
Available skills s .. (% of active population - ISCO classification)
0&1 technical: %; 2 admin.: %i 3 clerical: %; N commerc.: %; 7&9 manual: \
Working hours/week: 45.6 ( 1976 ) Annual holidays: .. days
Average worker earn, by hour (II), day (D), week (W) or month (M) in manufacturing '.4,285 P/M(1976)
•Bank (Central Bank), official banka for every aeotor of eoonomio aotivity. First National
City Bank.

Harket orientation/potential : expansion of key public aeotore ; regional development ; exportation.
financial resources

Infrastructure Transport : railways 
roads

Tele commun icat ion s 
Energy : electr.

oil

nat. gas

: 40 000km normal gauge - Seaports 4 larjre ones 
: 18?, 000km hard surface - Airports '.28 intern.,16 mediums. ,600 email inieimal 
'.3.7 mln(7?) tel. lines - 7,470(197?)telex lines
: capacity12,84? (1978) 1,000 kW - production 66,200 (1978) min kWh
: reserves 1,127 (1976) min m.t. - production 63,000 (1978) i,000 m.t.
refining capacity 48,000 (197?) 1,000 m.t.

: reserves 849 bln c.ra. - production 21,000 (1977) min c.m.
Development institutions : National Foreign Investment Conmieaion, Foreign Trade Institute,

'O
I

Cost of living :
Consumer price 
Wholesale price 
Inflation rate 

uring sector : (

rree

Index : ( base 19 
ind. : ( base 19

1977 )

¡tone a.

75 - 100 ) : 
75 - 100 ) :

1976 1977 1978

Structure of manufact

115.1 
122.3 
15.1 X

T1W7E
172.6 
29.0 X

17175 
199.8 
17.5 X

Branch - ISIC class. number of gross investm. employment salaries output value value dded
establishments bln P (1976) 1,000 bln P bln P bln r (1975)

31 food and beverage 489 1.5 120.0 7.9 93.3 21.0
32 textile 139 0.4 55.5 3.7 17.5 4.7
33 wood 18 m • 5.5 0.3 1.7 0.5
3*1 paper 97 0.7 27.2 2.4 18.5 4.6
35 chemicals 217 2.1 75.7 7.4 59.5 15.1
36 mineral products 67 1.9 37.0 3.4 19.3 5.4
37 basic metals 112 0.9 66. 7 5.4 60.0 12.0
38 machinery 176 1.1 99.8 8.5 68.6 14.0
39 others “* —
U N I D O - -  INDUSTRIAL INVESTMENT PROFILE -- prlnted 09.1900 / 500 coples




