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A SEQUENTIAL STRATEGIC SEARCH MODEL
_ ' FOR IDENTIFYING
INTERNATI (NALISATION OPPORTUNITIES FOR INDIAN BUSINESS

By
Ke Balakrishnan
This paper is pressnted in two partse In part I, the temm "internationa-
lisation” is explained, Indian experience todate is examined, and the basic
issues are identifieds In part II, an attempt is made to conceptualise an

approach to identify the strategie options available to Indian firms in their

internationalisation gf fortse

p Is  THE ISSUES
Inggggaticngliging

What is "internationalising?" Ig it becoming an active exporter of commo-
dities, manufactures, capital squipments, or projects? Is it setting up overseas
marketing offices, assembly plants, fully or partially owned subsidiafies, or
majoritf or minority owned jolnt ventures? Is it Joining hands with Multinational
Corporations (MNC's) from advanced countries for technology, access to world
markets, or jumping tariff barriers in various countries? Is it finding and_
exploiting opportunities to become international suppliers of inpute and
intermeqiates? Is it providing internatimal backuﬁ services for our other
.afforts, in the form of banking, shipping, insurance, credit guaranteeing etc?
It ig all of these and perhaps more. And, what is more is attitudinal —
transcending narrow ideologies and dév910ping a oglobal perspe&tiua in our
strategic thinking both in idéntifying and exploiting opportunities.

EXDOTt =~ Jyst One DiIﬁDliQD

Of these multipls dimensions of internationalisation, we, in lndia;.
have ‘been primarily cancentrating on just one -- exports! Overseas
joint ventures, project contracts, snd overseas banking are three

additional dimensions which had come under our tentative exploration



in the recent paste Many other dimensicns are yebt to be explorede
Feluctance to chart cut unexplorsd ferritories, hesitznt attitude
Lowards risk takings; and execessive adherence to idsology For ideolouy's

sake azre some of the regsons for this "hackwardness” in ocur intzrnationali-

(4]

sation efforts. Centuries of ecolonial wyploitztinn and perpetual poverty
sceentuated by the perennial shortages provided us handy axouses —- ofter

gliimate — for our ilnadeguets progress in this direction.

o
il
FEaR]

However; as mentioned above, we have besen sctive in our efforts on
cne front — exportse But, where has this unindirsstional effort tzken
Us so Far. five years ago thers was az spurt of se«inars, conl ezrances,
and inter-ministerial deliberations to explore new dimensions £o India's
export effort. All thesa delibefations also tried to project the Future
prospects. Though the projectios wvaried, the varigtions Wwers mithia a
relevant ranges It was estimated that India will reagh = target of
about Rse8,000 crores of exports "y 1980-81. Alterratively it was sald
that India will have to aim at a target of R5e8,000 - Fs.10,000 croras of
exports by 1980=-81 to sustain 2 minimum economic grouth rate and to meet

the nalloping import fequirement. But, how do the zctusl results lock like?

. .
After crossing the Tse5,000 crore mark thres vears aoo, the iotal
exbort figure seems to ehy away from crossing tho Ne6,000 crove mark,
ict alone reach sven the lowsr range o the ReB,000 - f.10,000 crove

argets  The export data far the deeade of the seventiss is presanted
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4fter maintatning a 20 plus percentaga annual growth rate for five
consedutive years since 1972-73, the growth had fallen into = trickle for
the past twoyears. Syl tha peak annual growsh rate for tho five year
pariod €972~7? is rather misluoucing, sinco if dogs not roflect the rceal
nomnetitive pbsition of India's exports. Suring the sans periods the
growth in world's total exports was considerably highor than India'se
In Fact, our marke: share fell from an already meagre figurs of 0.75% in
1991 to an all time low of f.533% by 1977« Thare is no sign-of =ny major

rovorsal in this poor trend, as yet.

We also had been proudly Flaunting aur comfortable fareion exchango
resgpvas in recont yesrs, thange to the unaxpected boom in the reritianses
af the cucresas Indlans. But for thaée romittances, tho Futurs of which
is under a.mild eioud in pecent months, wz would have been in a dirc

L

Straita

The data on India's exports, impnrts; balénce of trade, and foreign
exchange reserﬁes-during the '70s is presented.in Exhibit 2. Throughout
tho decade, oxcept for twe minor exnaptions, oJdf balance oF Lnaus ha& he s
nacative. Declining matket share in oxports end increasing import bil

hikes contri-

a
2

- agoentuated by the WPEC countrics' freguent crudz oll pric

hgt;d to this,

S

Our share inm the intornational exports locks rneagrs even compared
to mony countries of similar acconomic davelopment .and much smaller slze.

‘his unfaves rable comparison is valid peth in absoluto terns as well as

im t4e snnuzl grogth ratee  Recent trend in the sxporis of a2 fow
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salected coﬁntries is prusentad in Exhibit 3. Brayil, Korea, and 5ingépcre,
for example, show much bettor expert parfurmance comparsd to Indiae Yhile
Indian exports incrcased from $4.4 billion in 1975 to 9644 billion in

1978, Knrqa's increased from $5.1 billion to $12.7 billion during the

same” period. It is interesting to nots that those counirics, particulscly
Korea, did nog confine its offorts to axports.  Thay not only diversified
oxparts from the traditional items to the non-traditional items as India
had been trying to do, but also developed other internatiossal dimeocnsionss
Kerea also succoeded in almost all tho new dimensions of internationalisa~

tion.

Tentative Indian Efforts

Though the éctual targets for the comino deocads and beyond aré yot
to crystalize owing to.the recent changes in the political set up and the
concomitant policy redefinitions, one cannot cscape from the fact that
the targsts aro going to be ambitisus. With the ounp racurring prics
increases of erude oil, and with the glocmy prospecis o the drying up
of the remittances, do.we'really have an altsrnative other than setting
up ambitious. targets to garn foreign exchanga tﬁéujgh exports or through
othor new and crentive means? Can we afford to move ffmm ene crisis to
another? Can we continmbte to put our sights on tho short-torm Forﬂigﬂ_
exchanhge sarnings, ignoring long=-term stratcolc movas to improve cur
country's intemational competitive posturs? Do wae have to think of
developing new toeeth to got a better and firmer bits to have a lavgar

glice in the world trade pic? Answors to these questions are cbviousa,
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Exgorg of More Yajyn Addad Iteme

At a2 mundano loval, let.us take o quick look at the direstions in
which Indiz alroady conductad its seareh in the paste The nesd to push
export of manufackurad geods hod become cbvious Ffor ouite sone timzae I
we take the public policy since indopendense, the lattor ome and a hals
dugades not only showod a shift from an impoTt substitution oaphasis
tc an equally dominant oxport promotion omphast sy but also showcd a
definite desire to chango tho export haekat mix in favsur of more valui

L, L
addod items through both preduction and export incentivess Hovovop, tihe

burgeoning domestic scarcitics overshzdowed the insidoneo of =ueh afTort:

to a tricklece In such an envircnment, ait the micreo Llevyel, the Firms

preferred the soft option of catering fto the sasy domcstice markots,
compared to the hard choicu of developing now procdicts and markests for

zXports,

Oyarsgar Joint Ventures

Lfforts were also made by some Indian fires o sot up joint
ventures in overscas locationss but mostly as a defensive move to
protect the losing export markots. Two dacadesf‘éfforts had rosulted
in a balance sheet tilting more to tho side feilufé;.ﬁs”thm summaTy

data on joilnt ventures proscntad in Table 1 would indicatos



Propasats for Dvgrenas Joink Yanturos From 1960 o 19810

Approved In Frgdue— Under Abzndoned/

tion Implo= Did not
menta=- laplemont
ticn
Numbur of projects - 359 t07 95 187
Number of cauntries -covered 50 ’ 24 in 40
Indian oquity partichpstion _ 102 M1 44 27

{Pscroras

The hroposals whiﬁh @ere not implemented or abandoncd are considaransl
morc than tho proposals which ultimately fructifieds The track rocozd als:
suggosts that a larger proportion of the units, which arc said to bo undur
loplementation, is likely to end up in the abandoncd cetogorys The tohal
cumulative rchens %rnm thoss units are just Rs.9.7 crores {Rs.2e6 cropes of

dividends and Psa7e1 creres in technical and managerial fees)e

Proiocks and Constryction Contracts -
In regent yoars, we had made some suceoss in Gho export of servicos =-
projects and construction contracts. Three distingt chsorusticns in this
- s
sToay taken tegether, dempsn the spirits somowhzta First, we had lagser
euecess in projecks than in construction contracts. Sceendly, thors is
™~
very litkle exoert enmponent (of capital goods and manufacturoa) in tho

eonziruction nentracts. Thicdly, aur suscess in cither catogory is

paar in all rooplons, exeopt Sarth Agis. In Scuth fBszia, the paco of

Lkl

neraase in demand For sush services seems to bo outstripping tho paoc

- e

with which supplics ave rusching the point of concumption, and anyons
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With an abundant suprly of choap manpouer would m | should automatieslly

get a sharae in the ples

The share of markct should be used as a morn roeizvant indipator of
svceess than the absolute growthe 511 ifdications zro that the share is

not only emz:1l, but is also declining. Yo oo beine sdged out not oniy by

advanoad gcountTics, but also by Firms from
thie glants from/other develeping coarntrics like Koros who eompote in

collaboration with tho giamg from Japan and other wosicrn countriss.

- ¥¢ also happored to boe our own cnemy in two distinct wayse For ong,
ouar Fragmented cof forts and intermal competitions almost dogenorating %o
denigrating éach othc?, did not add to our image'in the kind of competi-
tion where image is the key to get business, Sueondly, our owo shoddy
performance,'bnth in terma of deléys in eomplotion and poor porformance
standards dampens the possibility of ropeat husinoss. Even public sector .

units have contributed to this inadeoguate performznca.

Tig-Ups with MNG's

Opportunitios for Indian firms to collaborate with advencod
country Firms for exploting busimess apportunities in third countrics
did come up oscassionallys. Such. feclers came from maﬂ;\EDUHtri&S
including USA, Japan, and Italys, Particul-r interzst was éhpwn Dy
Japan in clogtronics and italy in industrial chomi-sls. Scars Rosbuck
of USA ehoucd considerable intarest in getting Indis as 2 production
Daso supplying to their international marksting notworke But, most of
those remainod as vague sﬁggustiuns or unimplemantod propcsals, Zollabos

ratione with MMC's for produckng goods in India a+ cheapor cost for
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meeting the world market reguirements is an ideal theoretical possibility
yhich aften met with resistance on political and ideological grounds.
This is 3gain another area where the ¥orean medel werked wonders.e City
nations like Hong Keng and Island countries like Singapare thrive on this

v

strakogy.

Somg Strategig Questiong

Our expericnce go far raises soveral key questions.
A _Ehat are the typical barriers faced by LDC's in adding to their
intomnational dimension?
Which competitive advantages can bo oxploited by the LOC's and
their Pirme independently?
#  'Which are the competitive advantages, whors exploitation of

epportunitios can be achieved only through collaboration with

MNC's or advanced countries?

*

Whzt are the opportunitics for third-world co-operation, paréicu—
- larly for inter LDC teechnology transfers and joint vantures?

What are the necessary eonditicns to facilitate direct export of

manufactures from LOC'g?

* thich are the areas whare very little can be done by LOC'sY
, ~

.In the second and concluding part ve will try to deualcp\a concaptual
framowork for analysing the international businuss oppartunitiés for LDC'g
in goneral, and India in particulare The propossl model will be a quali~
tative framework to help the decision makcrs at the ontorprise lovel and
policy makers at the national level to ask tho strateglc gquestions
raised above, which might help them identfy now ard oxciting averues

for intornationalisation.



P I: A C
Imgggtggtlcgmngtitign _

'tlaSSical international trade theories emphasized comparative cost
édvantagg ir labour and éapital. These were Faund tobe lacking in the real
world to adequately explain and/ar nradict international trade and investment
flowse The classical modeld failure arose from the market imperfections.,
Market imperfsctlons weErs mbstly the result of technology/LnFnrmation naps,
rimitatlen lags, and gouernmental Policiese These also Isad to the strengthen~
iﬂg ef the oligopolistic market structure, dominated by a few firms/countries
who were the esarly sntrants and as such'beneficiaries of an imperfect market
system. However, those firms and countries which, through historical facts
and dﬁstortinns,:ended up in the lover rungs of the oligopolistic world
system found it difficult to enter new markets or increase their shzres in the
nxisting marketa, stifled by what is generally known as “barriers to entry.’
India's dlfflcultiea A1, gaining 2 decent share of the world trade in manuface~
tures is the result of these barrlers.

Barriers to Entry

What are the barriers to our Free/easy entry inte the warld markets?

It 15 easy to find some answers if we look at the Factors which helpad mutli-
national corparatlans (MNC's) From ;évanced countries in capburing é lion's
sharg of the world m rkats. Literature is abundant in this area to illustrate
the grawth of multlnatinnal entprprlses using these barriers to entry to

thelr best advantage. These barriers helped MIC'g to establish themgelues.in
wﬁrld Lrade, and subsequently ;n international investmant. By influencing
the gnuernmenf policy in many countries, the MNC’s a1sp succesaded in gcreating
additional barrisrsysetting in motion a vicious circle for the less fortunate
onese Even if we find it difflcult to break this vicious cirele in the

improve aur effgctiveness by
immediate future, we ceould still / identifying the existing barriers faced
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by our firms and by dalinea{ing_tha asctions which c.n bo taken by us tc
penetrate tho hlghly competitive werld markutss We can also identify,

in advanco, aress whers we have vory littic changs of succuss.

The barriers to antry facoa by the developing nacions can be

bromdy classified into four groupss

Tachnology Barriar
Markoting Barrier
Scale farrier
Tariff Barrisr

* ¥ % W

Jachnology Barrier

Theoretically, scientific discoveriss can occur anywhers im tho
world, bgt in practice R&b has becéme a big-budget affair, precluding
poorer nd;ions and their firms from making muqh hesdwaye Soms laréa
MNC's spand over 3500 million pur year on R&D, more tgan tha total
national R&D spanding of most of the LDC!s. I0M, for exsmple, spant
726 millien on R&D during 1972 alone and operated 32 laboratories
throughoué the wprld. Pﬁlaruid spends unbuliauably hugz amounts to
cOmE up mlth new models of camaras and now Dhuto—SEﬂsitivo téchnalogias.
Cnmpﬂred to those, it 15 interasting to sv2 the tutal %pendlnn o R&D
in India — #106milliocn in 196566, and (750 million (an all time high
for India) in 197879, Cut of this 4750 million, B9 per cent was spent

by public secter and 11 per gent by the privastc ssctor.

~

The highly -risk bearing markets, risk buahlnq capital, -and
risk bearing public policy prevailing in the advanead counbtrios
{(which thay can zlso afferd ta) furthar enhanced their sucoessful

inventions and innovations. In such situstions, the lavishly spsz
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MAC's would not wish to surrender their ocligopolistic advantage, b§
parting mifh the!benafits of their exclusive know-how, till they fecuup
all thoir R&D BFFDr£E and somg mopopoly profits. In such high technology
sectors developing countries and their enterprises can make little
impact. Computers and drugs provide two good examples. Many more can

ba citod.

Thg Marketing Barrier

Oheo we dross\the technology barrier and identify products where
no new and revolutionary R&D is cccuring, we still Face a barrier in
marketinge Thié occurs in brand image/loyalty as well as worldwido
distribution ﬁétwork. Euan.Eﬁropeans are Finding it difficult to Face the
challange of the sSuperlative strsngths of the Americans and the Japanssa

in this mrsa, - Consumsr electronics is a good_example in this reg.pds

_Sepale Barrier

I maﬁy industries, the Lbarrier for new entry stems from econeomies
of large scale. Aluminium smelting, crude oil reFiningF automabileosy; arnd
pulp and pap=r are ax;mples. flost of the capital intensive products
belong to thgs category. Least unit cost can be achieJéd_in such cases
only through highly automated largs volume based prodgction'tgchniques and
tzchnolggises,., Lack of technélmgy, inadequat e capital,‘inadequaté main-
tonanca facilities, and the publiec policy favouring gisbursal of.
production facilities prevented LOC's and their firms from acquiring

any significant strength in this zraa
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Evsry counbry triss to probect ites domestic industry From tha
onslaught of intarnatianal competition by imposing import duties. India
has bgen doing 50 vl since ibts indapendence. Meny daveloping coundries
adoptad this policy with grest vigour. Even adwanced countries taks
recourss Lo this to protect their industries from periocdical reesssion

or to puercome odocasional spurts in unemployment,

Thoe tariff berrier nesd not ngecassacily 5& arising out of tariffs
(smport dutiee), but could 2lso bz arising from irport bens and quatsa
rostrictionss The tariff barrier works to both our advantacgos and dis-
agvantage. On tho negative side, tho tariff walls may be total or so.
high that aur oamparative cost acvantage in diroct export gots nullificd
end no export results. On the positive side, those smaller caunirps with
low aggregate demand could bscomes the bost targutes for us to teks our
adaptad low volume tachnologiss to saeb un our oversess joink ventures.

This point would be glaboratced lol.rs

Facilitating Factors

Tha four sets of berciers to entry moentioned earlier can. be
vigwed as wither as wesknessss of the Indian firms or as tha bhriats
they face in the intsmaticnal scene. Similarly, one gan alsc lodk

at their strangiths or apportunifies. One may classify thesw positive

fagtars alsc inkto four cotogoriess

* Largensss of tho flarkuts Mary LDC's have large populstions.

Thouah the numbar may not paflect the purchasing powar io many products.

Howevsr, for some produéts the lzrge population may zeflsct a large
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markst, and this can give a major ba;gaininé strength to strike

beneficial deals with advanced countries and their firms

theaper Cost of Production: Labour cost is becoming expsnsive

in advanced countries. For products which are labour intensive in
nature, countriss like India with abundant skilled and unskilled

labour and at cheaper costs, could provide an idezl productien bass.

Cheaper Inputs:  There could be a situation where the cost of

production of the finished product in an LDC may not be competi-

tive for various reasons such és non—availability of some specia-
li®ed manpower, disecconomiss of low volume, etc. However, they
could still provide cheaper inputs either in raw.material or
processinges They could provide labour intensive components and
iﬁtefmediates on competitive costs. The manner in uwhich Indonesia
used its abundant supply of timbsr is a cass in point. What ws
attempt to de at Khudremukh will be our own example, Internaticmzl
disbursal of enginsering components, particulnrly automobiler
components, and the productive role played by countries like Merico

are well known facts,

Adapted Technology: Countries like India, over a period of

time, have adaptad many %ature tochnologies to suit local volume
(which is low) and lecal inouts (both in matarial and labrur),

If there is no constraint on volume, such adapted technologies nay’
not havs a competitive advantage, as tha high volume highly

automated production technigues can churn out products in millicns
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with the least unit cost, However, if volume constraints
pravail (aé it happens when smaller naticns encourage
indiganisatibn of industry for domestic eonsumption), these
adapted technologies for lowerp volumes will have a compar g
tiva cost advantage. It is also trus in the cass of techno-
logies adapted for typical IDC inputs - either in rauw
materials, gquality of work Fofce, or othaer maintsnance and

infrastructural support.

A Search Modal

R sequential search model for identifying international business
opportunities for LOC firms (particularly Indian firms) is provided in
the attached flow chart, This flow chart primarily uses the Four

barriers and the four facilitating conditions described earlier, The

chart is only illustrative. Tho saquencas could be rearranged and yet
usad. More positive and negative factors could be incorporated. The 10

situsions identified are not "aend positions," Further series of
questions on similar lines could be asked buyond the 10 illustratjve

situations,

The 10 situations, in five pairs, are briafly explained below .
to illustrate ths use of the moqei. The first pair primarily dgds with
internationalisation for domestiw production and consumption. The rest
of the sifuations deal with international business opborfunities for

gxtarnal markets,



5

Sitqations 1 and 2

The model starts with a situation uhere India does not posscss
the technology and does neot provide adeguate market to attract tha
possessor of technology to set up manufacturing facilities within
India. Advanced cnmpﬁtars or sophisticated cameras could he examples,

Vary little can be done by LOC firms in this area {Ses charts Situatian 1)e

The- sagond situntion is where the LOC's do not have access ts
technology, but have abundant potential markut; In such situations
LOC's and Eheir firms can uss their market power to lure tha high
technology firms Brom advancad countries for possible collaborations. Tho
mntiuatian.fﬁr the technology inventing MNCs to collaborate with us
would be ewsn mors, aftar they had recouped most of their RAD costs

from the more stable and high incomo advsncad country markets.

All foreign collaborations and joint ventures in India bselong
to this_situgtion. Even a country like communist China has started
successfully exploiting its market powsr to striko fruit ful technical
collaborations, IFf one ecan disnard idsolegieal hang-ups, Indiz cam also
identify sev:ral more aress for such collaborative efforts, ﬂsm\ggchno-
logies to tackle problems in proyiding agricultural inputs, nutritio;,
family planning, rural reconstrection, environmental and scological \
management, etec., can be attracted from the pnsséssors of such toechno-

logy using our markat pouwer,

Situations 3 and 4

In the third situation, tha technology is not a barrior, but

selling for world merkets is. In addition to tha market barrier if
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we also do not poséess a gompetitive advantagse in the cost of production

very little could bs done by the Indian firms {Sece charts Situation 3).

' Ehca we cross the technology barrier and identify prodqcts whare
no new and ravolutionary RED is occuring, we still face & problem to
ponetrate world markets, For axampls, Jay Enginsering's Usha'sawing
machines, daspite their good brand image within India, neither have an
international brand/imsge nor a worldwide distribution netudrk.tc meke
any significant dont in Singers'! world market share. India'a failure :n
succaessfully running a blade manufacturing unit in Kenya is another
example. However, among ths marketing orianteq progucts, ws can idsntify

- those whare we have a compsrative advantage in cost of production and

soek market tiee-yps with advanced country firms pussessing worldwide

marketing strengths. For example, JK group's readymada garments unit in
Mayritius is graduﬁlly nenetrating the highly fashioneconscious western
marksts through collaboration with s successful European marketing firm.
ITC is sotting up a similar unit in USA for promoting tha sale of Indian

product s.

Situations § and 6

In many inaustries, the barrisr stems from economiss of largel
scale as mentioned earliers. If the tschnolcgy is a constraint for tha
1OC firm to set up units in these industrias, in our ssarch model @s
go back to "Squars OneYs  If finance is thae constraint in setting up
such large units, mé cannot do much in several developing countries, as
rich nations haué the cﬁmpatitiue advantage over wse. We can porhaps

collaborate with ths new rich among thae developing nations. Howsvar,
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the juicy nature of the new rich markets have already attracted the

most aggrassive styls of MNC competition to those countpies. OF coursa,
we could try to be the sub=-contractors for part of the cguipment which
could ba manufactured in India at a choaper cost. If we have the raw
matarials in abundance we could saek profitable collaboration arrangement s
‘ te'supply our competitive inputs, The nature of collaboration we sought
with Iran to dsvelep iron ore mining in India, using Financial‘loans

from Iran and satting up jointly owned steel mill in Iran,.is an

- excellent example & such possibilities. (OFf coursa, it is not working
out the way we anticipated for different reasoné). For many automo-
“bile QUmpcnants whore labour intonsive operations are rsquired, LbC's
like India could bucoms the world's suppliers aven if thay Fin& it

difficult to provide international base for production of automobijles.

Situations 7 and 8

Situations 7 and 8 prim=rily deal with international opportunities
in other dsvsloping cnuntries, arising from the barrier of host-gountry's

tariff walls,

» -
The 'S0s and early '60s saw Afro-Asian countries becoming

. politically independent snd axpressing kean desire to march towards
aconomic independoncae. For many among thom, India_prnuidad not only

a political ymodel but also a model for national sconomic development,
They.actiualy pursued a po}icy of impnrt‘substitutiOn and encouraged

setting up local manufacturing facilities,
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The domestic demand in t.ese countries, however, did not warrént
the large scale manufacturing oporations. Their aggrogate aamand heppsned
to be more in lins with the typical volume of production we ara familior
with in India. Morsover, these countries are alsulas much keon on
amployment genuration as they are an industrialialisation, | Theso

considerations demand typically low volume labour intensivo technologiss.

Theo question to be asked is whether tho adepted technology
of the typical Indjan firm matches with the domestic demand of the
nost-country. If it does not, very little can be achisved in this area
loading towards situation 7. If the host=country's demand is considarably
higher than the typical volume for an Indian firm, the host-country
may go for more advanced and highar volume technologies than what we
possess. Ih the other hand, if thu host-country's domand is considerably
helow even the typical volume for the Indian firm, we may not be in a
position to successfully run our units in these countries. Thore are
several examples of Indian—nwnad ovarseas joint uantures_winding up

their operations owing to inadeguato demand.

However, thore are several devaloping countriss and soveral
industries where the domestic demand of the host=country mat;;;§\th9
scale of the typical Indian firm. They are also willing to sécrificg
a littlo on unit costs for enéburaging industrialisation and indegeni-
sation of production capabilities. This is Situation 84uhore Indian
joint ventures abroad could thrive and'progress for the mutual benefit

of Indin and the host-country. Systematic efforts can be made to
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jdentify many spacific opportunities in this aroca. Political compatibi~
lity eould provide Purther impetus to possible collaborations in this

diraction.

This possitility has alroady boan recognised as evidenced by tho
fact that SO difforont countries attracted 359 joint venture proposals
. fram 200 odd Indien firms, However, the high failure rate ovcrshadous
the success rates indicating thet no systematic effort was made eithar
at thao ﬁnterprisa lavel or st the national level to identify tha
charactuoristics of the countriss where we could supcessfully go and tho

characteristics of tha products we could successfully taks.

Situations 9 énduig

- These two situations primariiy deal with direct oxport of manufac-
tureng:::; India. To facilitate this, we should have crossed tho techno~
logy barrier, marketing barrior, tho scale barriaf, and the tariff
barrier. Tho first throe are natural barrisrs, ahci the fourth onas is
impoeed by the policics of the target countriss, which could provids
drastic fluctuations in nﬁr aefforts.,. The Americen and Eurapaan qguta
restrictions and thé Proguent changas in the same for Indian tegtiisbm
is the worst sxamplo., Even after we gruss these barriers, ons should ask
the question whother India posaéssn@ the cost advantage in tha long Tun,.
If the landed cost for Indian produsts in ths target céuntrias are likely.
to be much highar than that of our competitdrs, Situation 9 arisos and.
vary little can ﬁa dona by Indian Firms anless public policy props up

such efforts through costly subsidies and other assiestances, Such
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assistances are theretically and practically justifiable te provide
i'.lnfante—expottu-protoction," but should not be taken recourse to as long
turn crutehea, as they are likely to result in long~term drain on national
raanuicea at best and perpetyal inefficiency at worst,

Sitystion 10 indicatss the possibility where we could possess a
comparative advantage in landed eost {including marketing and shipping)
in the target countries, despite the harriers, And, this is the situatjon
vhich provides the maximum npportﬁnitias for diract axport of manufactured
goods rfam India b} Indian firms, A closer gxamination of the engineering
and textile {ndustry may enables us to identify several products where we
might be able to boost our long-tarm comparative cost advantage, by setting

up exclusjve sxport hasad large velums production Facilities,

Cuncluagan

The simples gqualitative mnﬁel prasanted in this peper provides an
opportunity to examins the strengths and weaknesses of Indian firms and
the opportunitiss and thraats they face in their efforts for internationali-
sation. We also identified 10 different situations arising out of various
combinstions of thesa strangths,usaknessas, opportunities, and thraats{
gach of which demanding a different strategic thrust, It is up to the
policy makers in government and decision makers in firms to explore thesa
opportunities systamatically for futu;a deve lopment and implementatian.‘
In many situations, political or ideciogical bizses may blind our ration-
ality resulting in loss of several opportunitiss, In a dynamic snvironment
like the international business seene, timing is of essenca and oven if
wa raalise the folly of our narrow outlook at a later dats, it mav he
too lata teo retrive precious ground already lost,

LA
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Exhibit 1

Bysiness

India's Exports in the '70s

et m— qtip—

by Exports Growth over the ‘I ia'g Share 4 w_r}dF:ngt Eg,Dthia?“ -
°at  {is.orores) previous year uorld.Ex?orts“ Indl%-s LXporES “arK&F ‘hare
(Ig miliion $4 (In Mitlion ¥ B
197172 1,608 448 315,800 2,502 f1.79
1972-73 1,971 2245 - 376,100 2,439 063
197374 2,523 280 523,200 3,162 D60
1374=75 3,329 31.9 7674300 5,276 HeHY
1975-~76 4,036 EATY: 791,700 5,960 Ce75
197677 5,146 2382 961,200 5,567 0eb2
1977-78 5,404 540 1,923,200 5,649 0452
1978-79 5,544 2.6 1,183,300 6,400 0454
*¥These columns give data For the calender years. For exampl , data for 1971 is

showun against 1971-72«

1. Varicus publications of the Directorate General of Commercial

of Indize.

2., Various publisationa of the International Monetary fund
and the Intermational Bank for Reconstruction and Dovelopment.

Intelligence and Statistics, Ministry of Commerce, Government



Ysar Imports 'Ekports Balanca of Trade Forelgn Exchange Resarves
| SE?&&u;ss) ﬂ%-gtﬁ?ﬁg} (m.crnﬁng - lh.croresg )
1970-71 1,834 1,635 - oy 752
1971-72 1,828 1,608 - 217 ' 8439
1972=73 1,867 1,97 + 104 847
1973-74 2,956 2,523 ~ a3 948
1974«75 4,515 3,329 - 14190 963
1975-76 5,265 | 4,036 = 1,229 1,885
1976=77 5,074 5,146 + 72 3,242
1977-78 6,025 5,404 - 621 4,861
1978+79 6,606 5,544 - 1,062 5,322

Sgurgest 1) Press Notes from the Oirectorate General o Commercial
Intelligence and Statistics, Ministry of Commerce,
Government of Indiae

2) Documents of Reserve Bank of India.

~
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Exhibit 3
Jloternationalising Indian Byginesg
Irand in Ex of Selected Countries

(in biiiign Us )
SiNoe Country/Region ves 1975 1876 1977 1978
1.0 World Total®* ese  T796.4 06,7 1,028.1 1,138.3
240 Industrial Countries ees 53748 598.0 67846 81441
2.1 Unitad Statas ' sen 107 «6 115.0 121.2 1437
2+2 Canada ers 3441 40,5 43.4 47,5
2+¢3  dapan Ty 55.8 57.3 911 D8.4
Ted Hustria ss e Te3 8.5 9.1 122
78 Balgium TR 28.8 3209 37 W5 &d1 o2
2.6  Donmark ses 8.7 Dt 1C.1 11.9
2e? Franca ann 53.1 572 £5.0 T34
2+8 Germany sss 903 102.2 118.1 14245
2+9  Italy ese  34.8 373 4543 5541
2«10 WNetherlands ees  35.1 402 43a? 501
2a1% Nﬂrmay s T2 7.9 Be7 TTe0
212 Sweden 1Y 17«4 18.4 19.1 21.8
213 Suitzerland ans 1249 148 17.6 2346
2«14 Unitad Kingdom san 44,5 46.7 58.2 T1a7
2a15 Uther EUTOPG sse 320 35m5 4200 437
2.15 Finland e 545 Be3 7T . FebB
2+17 [Greace LYy 2.3 24D 2«8 3at
2448 portugal Yy 1.9 1.8 2.0 2e4
2419 Spain . 7.7 8.7 T1de2 131
220 YUQDSIEVia eee de1 449 5.3 5.7
2421 Australia res 1149 13.2 1344 1444
2422 Ngw Zaaland e 22 2.8 3.2 PV
2.27 South Africa .o B.9 Bel 10.0 12.8
3.0 0i1 Expcr’ting Countries «.s 109.7 132.9 14543 1412
3al Algeria ame Ge7 5.3 5.8 5.9
3.2 Iran see  20e2 23.5 2442 2247
K P) Iraq sae el 9.3 9.7 11-0
Ted Kuwait e Beb a8 ‘ 9.8 - 105
3.5 Libya aae 6.0 803 . 9.8 g.s
Fafd Nigeria Y 78 101 11.8 10.4
3.7 Saudi Rrabia sen 28.0 36.4 4182 379
4eD) Cther Lass Developed RAreas 93.9 115.3 13546 153.2
SeD Other Western Hemisphore 33.0 3844 4545 49,0
Set Brazil “ue 8.7 101 17 +1 12.7
5.2 MEKiCD cwe Z2+3 Fed LY 5.7
Sed Gther Niddla East ewe Te1 7'7 9.0 100
Sla Bahrain sea 12 ?.S 1-8 1-9
G5 Egypt sse Tedh 1.5 17 1.7
Sal lspoa] aAss 19 224 e 39
6.0 Other Asia san X953 528 6229 J8.0
et RBPUbliC of China sep 5.3 B.2 9.3 1267
Ge2 Imdia "o 44 5.5 63 Bed
Be7 Korea sesn 5.1 Tal 100 127
Eud malaysia ees JeB B2 Gaet Tedt
5.5 pakistan sed 1.0 12 12 145
Gel Singapors ey S5¢4 6.6 BeZ 101

Thal st 292 dall e85 42l
¥ Excluding Soviet Block _ :
Sourge® Varlous publications of the International Monetary Fund and the
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FLOW CHART

A SEQUENTIAL STRATEGIC SEARCH MODEL FOR IDENTIFYING
OPPORTUNITIES FOR INTERNATIONALISING INDIAM BUSINESS

| DRES THIS BARRIER 10 0OES INDIAMN FIRS HAVE

5TART

CHEAPER
COosT OF
PRODUCTION?

~_

MARKETING?

£CONCMIES
aF
SCALE?

CHEAPER
INPUTS?

\'g

ADAPTED

HOST

ECH. FOR LDC

T et

TARIFF
WALLS?

NO

CHEAPER
n{ANDEDY COST?
(INCLe MKTG.)

SITUA~
WHAT INDIA CAN DO?
ENTRY EXIST FOR INDIAN THIS ADVANTAGE? TION
FIRMS?
NO

VERY LITTLE.

TIE-UPS WITH MNC'C
AFTER INVENTOR HAD
RECOUPED R&D COSTS,

VERY LITTLE,

SECK INTERNATICONAL
MARKETING TIE-UPS,

VERY LITTLE,

TIE-UPS FOR INDIA
SUPFLYING INBDUTS,

VERY LITTLE,

DIRECT FOREIGN INVEST-

TMENT DR JOINT VENTURE

BY INDIA.

VERY LITTLE,

DIRECT EXPORT BY
INDIA,

1




