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I. INTRODUCTION

1. Foreign direct investment (fdi) can be a major driving force
of economic development of a poor country as it usually carries not
only capital, but technology, business knowhow and often also
market. This has been proved indisputably by the experience of the
Asianmes (Hong Kong, Korea, Singapore and Taiwan) in the past.
Their records also suggest that, contrary to the view commonly held
by third world policy-makers, the host economy can develop
indigenous technological and marketing capabilities and
therefore outgrow the dependence on multinational enterprises
(MNEs) from richer countries fairly rapidly, if a passive inflow of
FDI continue over a sufficiently long period and if the host
government acts properly in all the relevant policy areas. The

example set by these countries are now being replicated by the
ASEAN-4 except the politically troubled Philippines (i.e.
Indonesia. Malaysia and Thailand).

2. Experience also shows, however, that FDI from richer counties
tends to be concentrated in a limited number of countries and sub-
regions. It is also clear form a comparison of these Asian
countries with Mexico, for example, that FDI creates varied
developmental impacts in different host countries. Hence, mixed
feeling of expectations and frustrations among host nations, actual
or potential.

3. Host nations' frustrations regarding foreign investors'
performance accrue, more often than not, from overestimation of
N-ir- »dap"v* cape-ty --2 frc* Reject of tho important bearing
of the time factor and the local market size on the growth of such
capacity (cf. Watanabe. 1981 for a detailed discussion on related
subjects.).

4. How much a foreign investor in a given industry can contribute
to the development of the host economy also depends on the latter's
absorption capacity. For example, where supporting industries are
fairly well developed, his investment can create a considerable
impact on local employment and incomes through linkages and
multiplier effects. Where most of his inputs have to be imported
and where his employees spend most of their wages on imports, in
contrast, such impact would be minimal. Similarly, the
technological impact of foreign investment is narrowly determined
by the local absorption capacity, that is, the number and
competence of local technical staff who can absorb technology and
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know how brought about by the foreign investors and that of the
entrepreneurial class who can imitate their practices.

l™*^??? i ? ^ Present PaPer I wiH discuss, first, the
types of technological impact to be expected form FDI and then
manor determinants of the MNE's technological choice in
manufacturing industries. it will be shown that, once decisions
have been made on the product, the target market and the target
sale of production in the given context of the host economy, the
pattern and extent of technological impact to be expected from an
FDI project are more or less narrowly fixed. In Section III the
trend and structural changes in the Japanese FDI in Africa will be
reviewed with reference to the 1951-92 period, and the factors
responsible for them will be explored. Japanese never invested
much in this region. Although the bulk of what meagre investment
made was directed to mining and manufacturing industries in earlier
years, moreover, the share of such "productive FDI has been

negligible since the late 1970s as the tax haven of liberia became
the almost exclusive recipient. Apart from the small sizes of
local markets and the distance from Japan, the persistent political
instability and the underdevelopmental and institutional
infrastructure discourage potential investors from Japan, even more
than in the cases of those from other industrialised countries
because of the lack of any historical relationship.

6. Although the analysis in Section III was initially intended
for preparing a base for an assessment of the technological and
other developmental impacts of Japanese FDI, the marginal existence
of investment in productive industries renders such an attempt
meaningless. Therefore, the final section wil3 be devoted to a

f diSwUttoioii uu tilt p^'oipdci. xr. Jiie near ruvart ana on tne
possible areas of efforts African nations might consider in the
hope of encouraging the inflow of Japanese and other FDI.

II. TECHNOLOGICAL IMPACTS OF FOREIGN DIRECT INVESTMENT

A- Different kinds of technological effects

7. FDI may create technological impacts of three broad categories:

(i) the hardware and related software technology introduced at the
investor's own plant, (2) the managerial knowhow including
marketing and work organisation applied by the investor and (3)
production and managerial technologies and knowhow transferred to
local suppliers. All these elements may spread among other firms
through demonstration effects. While FDI in the manufacturing
sectors will carry more or less of the elements of all three
categories, FDI in the tertiary sector will be associated primarily
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£noLit S (2) altnou^h Japanese trading companies are
known to be active in searching suitable production technologies
*5r»anufacturing partners (cf. Kojima and Ozawa, 1984). The case
of FDI in the primary sector may be considered to lie somewhere
inbetween. Therefore, a discussion on technology transfer through
FDI is usually focused on manufacturing industries, and especially
metal engineering industries (i.e. electrical and electronic
machinery, general machinery and transportation equipment
manufacturing industries). In these industries, relatively more
sophisticated production technologies are used and quality control
^stricter and therefore work orgiti d

g quality control

^stricter, and therefore, work organisation and workers greater
attention than in light consumer goods (e.g. textiles) industries.

1* Transfer of hardware and related technology

8. FDI's implication for the technological progress may be
illustrated most clearly with reference to the diffusion of
(computer) numerically-controlled machine tools (NCMTs) in the
Third World. The annexed table summarises statistics on NCMT
exports by region and country of destination published b* cii=
world's three largest suppliers countries. Although imports by
Hong Kong and Singapore are partially redistributed to nearby
countries, it is clear that the use of NCMTs has been concentrated
in a limited number of countries: the Asian NIEs, the ASEAN-4 and
Mexico. They are followed by Brazil, China and India. This
geographical distribution pattern broadly corresponds to that of
FDI in metal engineering industries.

9. Growth of NCMT applications in Asia, especially in the ASEAN-4
is closely related to the phenomenal expansion of Japanese FDI
efter the mid-1980s, which was motivated by the appreciation of the
I- , ..he i^p-.rt. D«i*..j.ers Western nations set up against Japanese
products and the rapidly growing labour shortage in Japan. The
average amount of Japan's investment in metal engineering

industries of Asia quintupled from (US$204 million per year in
1981-85 to US$ 1.083 million per year in 1986-90). These
investments were directed almost exclusively to the NIEs, the
ASEAN-4 and China. The share of the rest of Asia has been

negligible. Korea, Taiwan and China also produce NCMTs, and
indigenous users account for significant shares of the domestic
NCMT consumption (cf. Watanabe, 1993, ch.7). This is not the case
in Thailand, Malaysia and Indonesia. These countries still rely on
imports for the supply of such machinery, and the imported machines
are used by foreign firms' subsidiaries and, to some extent, also

by their local subcontractors. The use of NCMTs in these countries
grew rapidly after the mid-1980s, when their industrial structure
began to shift from textile and other light consumer goods
industries to metal engineering industries as a result of massive
inflow of Japanese investment (diagram 1). On(1993), therefore,
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1993). g thS US dollar durin<J the 1980s (Dominguez,

ne^essitftertra'Tnirof felfted" °f ^ "" hardWare technology
train key technical^ staff si^ed pers°nnel- Multinationals usually
workers on the, job at local plants L ^ fa(itorles' a^ ordinary
from home. The first tvoe o? ^» V lnstructors/supervisors sent

innovation at their Ifr r«n m7 P^ect nor technological
below. r African Plants ~ a topic to be dealt with

2. Managerial knowhow

X? .
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(TQC)» the "just-in-time (JIT)" system, team work based on a loose
}ob classification and a flexible task-sharing, training of
multiple-skilled workers, peaceful industrial relations based on

close communication and consultation, stable and reliable supplier-
client (subcontracting) relationships, and the »QC (quality
control) circle" for constant small improvements in all domains of
business activities and product and process improvements in
particular.

14. From the UK Oliver and Wilkinson (1988) reports that the
presence of Japanese MNEs has made their practices "more highly
visible, and existing companies in the UK are freguently pointinq
to these companies as models to be emulated" and that "there is
strong evidence of the Japanization process at the level of
individual companies" (pp. 134 and 159). They cite Lucas and
Rolls-Royce (Air-craft) as particularly successful emulators, while
Ford is considered to be the most successful among the US companies
(Womack et al., 1990).

15. in Third World industries where competition is milder
interest in the "lean production system" seems to be more limited!
Still, Fleury (1993) found a Japanese automobile manufacturer in
Brazil creating a significant impact on other firms operating in
the country, and Dominguez (1993) also reports cases of
applications of QC (quality control) circle and other Japanese
practices in Mexican industries, under a strong influence of US
MNEs such as Ford. In Asia, of course, the large presence of
Japanese firms and closer cultural relationships make permeation of
Japanese p^cticet: easier, a^ti-cugh there are naturally some
difference in the ease with which individual host nations accept
and absorb them, depending, among other things, on their degree of
Westernisation.

3- Fostering of local suppliers

16. One of the areas in which Japanese MNEs are specially reputed

is related to the assistance for their local subcontractors. As
their operations at home are critically dependent on an efficient
and extensive subcontracting system, this is indeed something to be
expected.

17. If they find a local firm willing to collaborate with them and
if the cost and/or quality of its product are not up to their
standard, Japanese firms try to improve it through technical
assistance. For example, if an automobile assembler feels the cost
of a component too high, he asks its producer to submit his cost
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l™tV * T °^ a ValUe analvsis' finds out causes of the
problem and shows him how to reduce the cost. If the parts-maker's
efforts satisfy the Japanese firm, a long-term contracts is
offered. From the United Kingdom, Duning (1986) reports:

"Japanese firms are more prepared to give advice on product
design, equipment and production methods and work organisation
than their earlier (or indeed their current) United States
counterparts,... m particular, there was widespread
agreement — even among the very large United Kingdom
suppliers -- that their Japanese customers had helped upqrade
their quality control, inspection and testing procedures and
in some cases, had forced them to reappraise their production
philosophy. Certainly, as compared with their dealings with
their United Kingdom customers, domestic suppliers found the
relationship with their Japanese counterparts less distant and

7?«o?°"0poratlve and stable" (P-14). Oliver and Wilkinson
(1988) argue similarly with reference to Komatsu (UK) and cite
a local supplier saying that "The Japanese tend to camp out
on your door step. We've got English firms that we seen once
or twice a year... it's nothing for the Japanese to turn up
two, three or four times a day" (p. 131).

/!U Jnadequacy of local supplies in the Third World are well known
(cf. Watanabe, 1983, chs. 5 and 7). One basic problem is the small

irlLrZL %Ca± *arket' which discourages both investment by
producers of parts and components and end-product manufacturers'
exist ^JaZ "?. localllsuPPliers. Where appropriate conditions
exist Japanese firms "network" their affiliates in nearby
countries^ to overcome this constraint. in the ASEAH region/

r^fZ^V^1^1'^ such ai*rangenentii witu their Industrial
complementation Programme, whereby reduced import tariffs are
applied to parts and components produced within the region. Export

«La» ? ^le? b"Ut Under such ^angenients started from Thailand
and Malaysia to industrialised countries.

19. How this sub-regional integration programme came into
operation should be of some interest to Africans. The idea existed
in this part of the world since the mid-1970s (cf. Watanabe, 1980)
but its implementation had been impeded by conflicts of interest
among the member States. More than ten years later it began to be

?»!Ln J£?Ctlce aS intra-firm <JrouP arrangements of individual
Japanese MNEs spearheaded by Mitsubishi Motors Corporation.

n™*." / °°U?try. succeeds in attracting a sufficiently large
number of foreign investors in closely related industries, it may
^Urage sP°nta*eous development of indigenous parts and component

by enabling the latter to secure sufficiently large
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small Ind*J? the der1OPment °f theSe c™P*nies and also of many
(Watanabe 993 Schme7f T^I? firi"S includi^ die-makersiwayanaoe, 993, ch. 7). m these and other countries re a

"C°- 5\er* are fair numbers f f
y and other countries re a
"C°- 5\er* are fair numbers of f<™ employees of ™ES who

have started their own small businesses as MNEs' subcontractors

coilaborftpw^v,^ suPPliers- Japanese firms usually
sUDDlier^VTr-hn- T °^ an* endeavour to upgrade their common
suppliers technical standards by different means, ranging from
daily guidance to training of workers at their home plants At a
medium-sized local firm I visited in Bangkok, engineers from a

irTlTZT'lirTaCtUrSr/"«Uentd " "'";^cirT.ltTZTlirTaCtUrSr/"«Uented * ""• Pro,,;^ircar parts for the purpose of transferring quality control

therllT6! • ThS 'I™ had be6n —aged to appiy lhat was r
there to lines working for other Japanese clients.

4- Determinants of mT's technological in.pa^t-g

of' FnTeCilILOlOgiCal.(and therefore employment and production) impact
industrv r^ ?k °f multiPle Actors: (l) the choice of

11* V"hf t<?chnolGs*i-^- implication of the choice of industry
and product should be obvious. For example, the type of
technology a foreign investor can be expected to bring in will
differ vastly depending on whether he is a textile manufacturer or
an automobile producer. Within the same industry, say, textile
his choice of technique will vary depending on whether he wants to
cater to the low income local market or high-income export markets:
in the first case he may avoid the use of expensive modern
machinery and rely on more labour-intensive "appropriate" or
intermediate- technology, while in the second case he may be

obliged to apply a more capital-intensive and skill-savinq
production method for the sake of stricter quality control. In
their desperate efforts at employment creation third world
governments sometimes forbid export-oriented investors to use
quality=assuring automation technology and insist on the use of
labour intensive technology. m doing so, they either discourage
Dotenti*] investors or damage profitability of established FDI



Diagram 2: Unit production cost using different types of machine
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24. The relevance of the scale of production may be illustrated

with reference to the automobile industry. The scope for factory

automation is very meagre at a car factory with an annual capacity

of 200,000 units. Adoption of a highly automated frontier

technology at a very small plant would augment the cost of

production to a forbidding level. This was the reason why none

of the Japanese automobile manufacturers in the ASEAN region used

any robot until quite recently.

25. More generally, in metal-cutting processes, firms choose one

of three different types of machinery, depending on the batch size.

General-purpose manual or semi-manual machines are used for once

over production of a single piece or a small lot, and conventional

special-purpose automatic machines for mass production of a product

or products of a few similar specifications. For recurrent

production of small to medium-scale batches of similar products, NC

machine tools are selected, as they can handle that type of work

most economically. This may be illustrated as in diagram 2. The

economically viable range of NC machine tool applications lies

between A and B, and the actual positions of these points vary

according to the degree of difficulty of the work to be done. NC

machine tools may be used for the processing of a single piece if

the work is too sophisticated for a conventional general-purpose

machine. MEs operating in the Third World are, however, quite

likely to do this kind of special work in their home countries and

confine their use of NC machine tools to cases where they car.

secure sufficiently large aggregate amounts of work — a condition

rarely met outside the NIEs and some ASEAN countries.

26. MNEs' choice of production technology can also be constrained

hv 1-'-^ cp'"^ 1 i ^r'" cf in™1 It p^t)*?1 i?"? , For e^^D.!??, *iYi& "S^ C

sophisticated machinery such as robots and NC machine tools would

be avoided where the quality of steel sheets is uneven or where the

supply of electricity is unreliable. A host governments' demand

for the use of such high-technology would be incompatible with its
trade policy restricting import of high-quality materials.

27. From the above, it should be clear that in order to make good
use of FDI for developmental purposes the host government needs to

define policy goals clearly beforehand, fix the order of priority
regarding different policy objectives and screen incoming
investment projects accordingly. Once it has approved a project,

the government will have to ensure that its operation will not be
arbitrary interpretation and application of announced regulations.

This may sound all so easy, but fulfilment of these conditions

require considerable technical expertise and administrative

capabilities, as well as honest civil service. This is one of the
reasons why so few countries have ever succeeded in making good use

of FDI.



D
i
a
g
r
a
m
3
:

T
h
e
A
n
n
u
a
l

r
a
t
e
o
f
J
a
p
a
n
e
s
e
F
D
I
a
n
d
a
n
n
u
a
l
a
v
e
r
a
g
e

Y
e

)
I
D
o
l
l
a
r
e
x
c
h
a
n
g
e

r
a
t
e
,
1
9
6
5
-
1
9
9
2

o o C
O

*
-
»

c a
>
o C
O

8
0

7
0

6
0

5
0

-

4
0

3
0

2
0

1
0

$
8
0
0
0
0

$
7
0
0
0
0

1
9
6
5

4
5
9
8

4
9
9
5

2
3
9
5
J

-
3
4
6
2

3
2
8
0

'
2
8
0
6

1
9
7
0

1
9
7
5

1
9
8
0

1
9
8
5

1
9
9
0

S
o
u
r
c
e
:
M
i
n
i
s
t
r
y
o
f
F
i
n
a
n
c
e
a
n
d
J
a
p
a
n
M
a
c
h
i
n
e

T
o
o
l
B
u
i
l
d
e
r
s
'
A
s
s
o
c
i
a
t
i
o
n



E/ECA/UNCTAD/5
Page 9

III. JAPANESE DIRECT INVESTMENT IN AFRICA

28. in the previous section I discussed a variety of factors which
determine the scale and sort of contributions the host nation can
expect from FDI. It is, however, the inflow of FDI that is the
first prerequisite. Yet, this is very meagre in Africa (cf. OECD,
1992, p. 81). This is particularly true with respect to the flow
from Japan, which become the world largest investor durinq the
second half of the 1980s.

29. Japan resumed her postwar FDI in 1951. The annual rate
increased enormously during the "bubble economy" period starting in
1986 and reached the all-time high of nearly 70 billion US dollars
in 1989, after which it fell equally dramatically back to the pre-

bubble level by 1992 (diagram 2). Over the 42 year period, Japan
invested a cumulative total of US$ 386.5 billion. The United States

received 42 per cent of this total, Europe (mostly Western Europe)
19.6 percent, Asia 15.5 per cent, Latin America 12 per cent,
Oceania 6.2 per cent, Africa, 1.8 per cent and the Middle East 1 1
per cent.

30. Until the early 1980s the aggregate total of Japanese FDI was
more or less equally divided between developed and developing
regions, and in the primary and secondary sectors the former
region' s share was no more than one-third of the total. The
situation changed rapidly thereafter, especially during the second
half of the decade. Between 1986 and 1990, 75 per cent of the
aggregate total and 77 per cent of the investment in the primary

and manufacturing sectors went to the developed regions. The share
of Africa, which had never been large, became negliqible. The
pheromenal expansion of Japanese FDI during the 1980s was confined
to the developed regions and to developing countries in the east of
Malaysia.

31. Within each region Japanese FDI has ben heavily concentrated
in a few countries and areas: the United States in North America:
the united Kingdom, the Netherlands and Luxembourg in Europe: and
the NIEs, the ASEAN-4 and China in asia. The bulk of FDI in this
region has been largely confined to Brazil and Mexico. In Africa,
the tax haven of Liberia alone received 85 per cent of the
cumulative total (US$ 5,773 million). The rest of Africa hosted a
combined total of US$ 456 million over the 42 year period. Most of
the investment in the primary and secondary sectors took place
before 1985, especially during the 1970s, while Japanese invested
massively in Liberia during the 1980s. Over the entire period,
only US$234 million was invested in manufacturing industries of
Africa (table 1).
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;^The 5a!a, b3Se Which Provides the information given in table
does not take account of possibilities of scaling down or Ton-

cutoff points for reporting (cf. the note to table 1).
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Other
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Tatol* i: -Japanese overseas direct lnvegtaent In Africa, FY1951-92 fcont'di

(USS Million)

Sector/Industry 1951-70 1971-80 1981-85 1986-90 1991-92 1951-92

(100)

1,352

(100)

1,924

(100)

2,457

(100

986

(100)

6,812

(1001

Average total

per Year

Grovth index

relative to the

previous period

Africa's share in

Japan's

tot8i FDI

on the official approval basis until dece«ber 1980 and on the lnve6tor'B advance report basis thereafter. The Japanese equity

Bhare 25 per cent or above before »ove-b« 1980 and 10 per cent or «ore thereafter. InvwtMnt* below 3 nillion yen between

December 1980 and March 1984, below XD .illion yen botween April 1984 and June 1989, and belov 30 million yen after July 19B9

are not covered by the data in thin table, as they were (are) not required to be reported.

Source: Based on the annual etatistics published by the Ministry of Finance.

33.While certain portions of the reported investment in different
years must have been intended for expansion of already existing

uifxi^.i.e.i, ,cioie * provides some information on new investments
that took place during different sub-periods. Liberia accounted
for more than 50 per cent of the total cases (78)(, followed by
Nigeria (23) which, however, received no investment after 1985 as
compared with 50 cases in Liberia.

34.The same source provides some information on the survival ratio:

only about one-third of the projects existing in 1975 remained
active in 1990. The ratio was just over 40 per cent in
manufacturing, and 100 per cent in automobile and electrical
appliances industries. However, these figures may be somewhat too
optimistic. During my field survey in summer 1993, I discovered
that some of the projects on the Tovo Keizai list had become

"dormant" or virtually abandoned because of difficulties caused by
IMF-World Bank adjustment programmes. Some projects had been
handed over to local partners, for similar reasons. (I will come
back to this subject below.)
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Tablc ?.: New Japanese direct Investment casea In Afrii

Before lseo

(No. of cases)

19B6-90 1991-92

All industries

Prinory sector

Secondary sector

Textile

icon and steal

Electrical appliances

Transport equtpnent

Tertiary sector

(Shipping)

7

6

1

34

(20)

5

3

12

f5)

1

2

45

[37) (7)

104

(70)

Source: Shukan Toyp Keiaai- 26 March 1993. p. 60.

35. According to MITI's 4th Basic Survey of Japanese overseas
investment, nearly 90 per cent of the manufacturing investors in
Africa were attracted by the local market. They were partly
encouraged by other factors such as the availability of low-cost
labour investment incentives and protection from import
competition by the host government (table 3). For our later
discussion it is relevant to compare this situation with that in
Asia. in this region (mostly the NIEs and the ASEAN-4) abundant
supplies of low-cost labour were the most important motive, and
about 40 per cent of the manufacturing companies were engaqed in
export production. It should also be noted that Japanese investors
may be local-market-oriented in Asia for a reason quite different
rrom that m africa: Japanese invested in Africa, more often than
not, ^because of import barriers although they would prefer to

'""^•" "°? thelr hOA~ or ^rishore plants in Asia, whereas by now
sufficiently grown local markets in Asian countries make their FDI
more advantageous than export from their home country.
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Table 3: Motives of Japanese FDT in Asia nnd Af

(No. of replying companies)

Investment motive

Manufacturing All Sectors

Local material!

Labour supply/labour

154 (12.1) 219 (10.3)

Invest. Incentives/

trade protection 416 (32.8 467 f22.o)

Local market 777 (61-2) l36f. (fi43)

Third markets 21 (25.3) 6Q3 (2(J ^

Japanese Market 231 (18.21 331 fl5 6)

Infornatlon cnlloc-;tl"n -"-, , ,. -,

Dividends i,c ,„ „, ...

Manufacturing

1

*

8

Id

2

-

3

3

16

(6

(50

(5O

(87.

(12.

( -

(IB.

(18.

(1OO.

■3)

.O)

■O)

.5)

.5)

" 1

8>

8)

O)

All sectors

10

23

17

24

8

7

43

91

(11

(25

(18.

(26.

(8.

! -

(7.

(47.;

(1OO.

■O)

-3)

■7)

■M

8)

7)

O)

Note: *Mostly related to investment in liberia

Source: MITI: The 4th Basic

^Jll^l^f incentives" often involves provision of an
Qr^l^ll^ *r*-X*eJ^-~'*i~ "" UTl exP°rt processing zone. in East and
Southeast Asia this is particularly alluring to Japanese investors,
because maritime transportation between countries in this region
and Japan often costs less than long-distance land transportation
within Japan and because land is of course very difficult and
expensive to acquire at home. Governments in the region have been
endeavouring to improve their port facilities and the access to the
ports from inland for the purpose of reducing foreign investors'
costs of transportation still further.

IV. IMPEDIMENTS TO JAPANESE DIRECT INVESTMENT IN AFRICA

37. in the highly "globalised" world economy today, it is much

™??"ex t5an .;? .earlier Periods for developing countries to
Z*H ?vI" ^ *A lndustri*lized countries, still, the fact remains
that the latter tend to be attracted to favourable business

S^?T*n ,i-ar.ge and Promisin9 markets, economic and political
efficient and friendly government, reasonably well-
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adequate supplies of manpower, investment

location (e.g.

favourable cll^tlty, ^ meanS °f mar±ti™ transportation? a

£L r Sir

Chinese government's more liberal economic*policyin recent

rr^^S SLSS oT^i/c^Tttrlc
some investors if socio-political conditions improve

„"£ e*oa^:i°Ml in avoiding Africa. Lancaster
new private intt h

rnoteSthat „£ ^:i°Ml in avoiding Africa. Lancaster
notes that new private investment has not been forthcomina

amotntfnf"eve" fJ?» Africans who are believed to hold considerabll
amounts of capital outside their countries", she attributes this
to "poor-governance" which takes root in "historical cultural

sorDf —i-J, STS^S pr
some places a complete absence of the rule of law in

f£y C°rruPtions an insecurity of proper^ rights:
changes and uncertainty (pp. 15-17),

.ls "° systel«atic information on reasons for not
^f^ AfrlCa' MITI'S 4th Banin s,,™Y F^r^. contain some
Sr«™nrinOdi^?leif JaPaneSe "ras' subsidiaries encounter inoperating in different parts of the world. In Africa, 73 per cent
of the respondents mentioned political instability inflft?™
ofnoHocair11'led .""^^ restrict^ o^the «S^t
sfg^r"leant^h^" P°ilnted °Ut by ab°Ut 45 Per cent eac* " is
S^mo^e-eS ^oned

1 papTan under^ope^^on^^s^E^ I
shortage in the NIEs and in the ASEAN-4 is oneof the mfin reasons
why Japanese are now stepping up their investment in China

■1-r.T-o h v. of P°litical stability for foreiqn
countrvSu^n^ei^nStrate^ m°St elo^ently in the Philippines,
country used to be more advanced than Indonesia, Malaysia and
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stagnant ever since. country and xts economy has remained

ln Africa: rapid and repert^vaX^ti^of"^^11888 °perati™s
consequent losses in capital vaT™ ^ ■ 1 1OCal currencies and
securing Japanese managers and techn, 5 1lnveBt*e'»ts, difficulty in
in Africa (which was causd bthT T"""61 Wllling to work

g pnese managers and techn, 51yin
in Africa (which was caused b' thT fear ofT"""61 Wllling to work
yen values of iocal a^f£ f*" °^ crimes an<* AIDs, by low
conditions), competition wf^ir d by ""attractive livinq
Asia, non-Vn,plemPentatron ? ^l^f^ Pr°dUCtS t^
governmt

pentatron o? po^lcv^f ^
governments, arbitrary interpretation ^SUTeS Promis^ by host
local officials, corruptions^! government regulations by

the Evaluation of local

constraints on the exoansfnn ^ 1 because there are many

however, it is also due^ to export trnH ^ ,HydSn' 1986)" in P"t,
inputs whose costs wUlincrease a- « S ^ependence °n imported
the previous section it h»Jf k result of devaluation. m
Japanese fir L I T T""^ that 9° Per ce" ?

pous section it h»Jf k ation. m
Japanese firms xn Af^La Ire To, T""^ that 9° Per ce"t o?
export, the- Krk,t "" are local ™arket-oriented. wuPr. they

'ti tht^T ^^ count^^s who are also
p the Krk,t wuPr they

aevaluating. Devalua'tion tht^T ^^ count^^s who are also
operating In Afric^ ^^jeopardises'th°eT T hSlP Japanese fir»-
not only the costs of imported m«-h ■ \ business by augmenting
managerial and tML1?^?^%£? als° «» cost o?

y the costs of imported m«-h ■ \ y gmenting
managerial and tML1?^?^%£? als° «» cost o?

-st ^S^^^f^t^ »«- survey, however, the
of the yen value of dividends to? Z «oc™»« f"m the reduction
a Japanese manager. This has ca»^ °f the annual salary of
operations asleep- or S'^^^rT^SS^^ lL

local markets, while liberal}^. exPendlt«re reduce the size of
imports. Tighter foreign exchanae^n /TVSS Protection from
cutting supplies of imported IZtl ". Ol suffocate^ Plants by
-fits to home ^^^^^^^
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V. CONCLUSION

it, but whether and how they can attract FDI

countrTfs i^A^' Only Where °ertain co^itions exist. Few

markets ^1^1, <L k oriented primarily towards local
^? ^ ThlSt?S°' because Japanese firms have already

potentials are essential.
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international loans and grants, which are tied to particular

the eMtrco^rr- ,*" ^ abS6nCe °f a"y °th« ^^3the elite compete for these resources and use part of them to keon
their supporters, usually their own ethnic groupsT. The situation

^itaLrrTl9U8n6lqUn tO 7Strlla" ^ a m°re g6"era" Afrlcan^ex??Wnitaker (1986, pp. 7-8) argues that the state has often been
reduced to -a private fiefdom whose resources bell to a few

one coup being followed by another.

51. It is obvious that there will be a long time before African

in^oc:^^ ^^^^^cT^t?
in local production facilities by means of import barriers The

52. If African governments really want to attract FDI under

rzs

:
53. Even with such efforts, however, it is unlikely for African

?^leS tO ** ablS tO attract la^° am°«nts of FDI in the near
USe °f ** ^

51953

near

Of Rising invest^nt

£|^ ^ -^^ Arthur
to the Gold Coast (now Ghana) government: "a
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concentrated attack on the system of growing food... to provide the
market, the capital and the labour for industrialisation" and to
strengthen the infrastructure (cf. Pickett, 1990, p. 247) in thP
meantime, efforts at industrialisation could continue albeit slowly
but steadily, inevitably under the state leadership despite the
contrary advice from the IMF and the World Bank.

54 No nation in the world history has ever managed to attain a
substantially "compressed development" without a strong state
leadership. The problem in Africa is not the large presence of the
government as such, but the poor quality of leadership and
management. This accrues partly from the "privatisation of the
state" and partly from the shortage of well-qualified personnel.
What xs needed is not elimination of state interventions, but
improvement of the quality of interventions. Negation of the role
of the state in the absence of a competent private entrepreneurial
class will result in the industrialisation as some authors have
suggested (e.g. stein, 1992) or domination by external powers.
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Appendix: Exports of NC aetal cutting machines from three najor supplying countries to the Third World, 19BQ-91

(Ho. of machines!

I980-SB exports Eron 19B9-91 exports Eron

Fed. Rep. United United

Japan Germany States Total Japan States

Asia

East and S.E Asia

Korea, Rep. oE

Taiwan (China!

Singapore

India

China

Hong Konq

Thailand

Indonesia

Malaysia

Pakistan

Philippines

Other

Middle East

Iran

Iraq

Saudi Arabia

= Vri i

other

Americas

Mexico

10.486 2,676 801 13,963 12,848 n.a

10,379 1,916 n.a. n.a. 12,758 n.a.

2,299

1,722

771

708

755

680

241

183

26

75

107

20

59

19

106

167

576

441

30

69

93

27

120

21

11

760

459

200

76

141

162

162

119

27

n.a.

2

n.a.

4

its

(95)

n.a.

n.a.

n.a.

19

2,546

2,051

2,051

1,263

812

749

336

210

150

i31

n.a.

n.a.

479

259

95

2,416

2,087

2,0B7

207

S956

2,251

554

766

n.a.

1J0

37

91

47

26

15

102

82

52

265

n.a.

43

11

13

n . i.

n.a.

n.a.

n.a.

n.a.

n.a.

n.a.

■" ■

19

747

333

1B7

L^

9

917

30a

362

n . h .

(95)

1,225

748

212

n.a.

2,aes

1,389

76]

n.a.

3

597

409

184

n.a.

n.a.

n.a.

587

128

Venezuela

Colombia

Other

Africa

Egypt

Algeria

Libya

Nigeria

Other

Ocenaia/other

Total

43

4

5B

26

1

n.a.

10

n.a.

IS

6

11,265

40

34

43

338

1S7

45

33

32

71

n.a.

3,931

89

43

75

34

19

n.a.

n.a.

n.a.

15

9

2,094

172

81

176

398

177

45

43

32

101

15

17,390

30

n.a.

74

20

1

n.a.

n.a.

n.a.

19

0

13,466

43

n.a.

n.a.

n.s.

n.a.

n.a.

n. a.

n.a.

n.a.

n.a.

n.a.

Israel and the Republic of South Africa are excluded from the "Third World".

Listed countries may be included In "other" in sone years due to their negligible imports.

The U.S. data do not separate the Middle East from the rest oE Asia.

Source: Watanabe (1993), p. 138, based on data fron the national associations of machine tool builders.

Japanese and US data for 1991 were uperinposed on the original table.




