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TOOL CONSULT & PRESS BHD. (TCP)1

Introduction


On a sunny weekend in February of 1999, Raymond Allas, President of Tool Consult & Press, was relaxing on the balcony of his new condominium in Kuala Lumpur, Malaysia. He was thinking about a marketing intelligence report he had just finished reading. The report was the result of a request for information on the Central European market of Slovakia to which the company was considering exporting its line of computers.


Mr. Allas was not sure if this was the right market or time to begin selling abroad. Europe had been chosen primarily because Mr. Allas and his Board of  Directors had spent time in Western Europe and felt comfortable with the culture. Also, they were looking for under served markets as a first step to internationalizing the company.


It was obvious the report included information not relevant to the decision, and as well some information probably was missing that could be important to a final decision. He and his marketing director, Mr. Roland Ong, would need to begin preparing a report for the quarterly board of directors meeting coming in two weeks time.


He began making notes in preparation for Monday morning. The following questions needed answering:

· Is this the right market to enter?

· Is the timing right?

· What is the best organizing strategy for the venture?

· What is the best marketing strategy?

· What are some of the risks and how might we minimize them?

· What information would help clarify the decision?

((((((((((((
This case was prepared by Rod Holmes of Inti College, Sarawak, Malaysia. .  Special thanks to John Hylton for his expert advise.  Copyright ( Rodney Allen Holmes, 1999.  All rights reserved.
Section I

The Malaysian Company

Background


TCP is a 100% Malaysian owned company that was incorporated in 1989.  It began operations a year later. The company trades publicly on the second board of the Kuala Lumpur Stock Exchange.


Initially, TCP was established as a single-focus organization, producing metal press components of various sizes, shapes and material grades, for a variety of applications in the electronics and electrical industries.  The components are used by local multinational companies.


The company later moved into the sub-assembly of mechanisms for computers, video cassette recorders (VCR), televisions, connectors, communication equipment and home appliances.


Utilizing the experience gained from sub-assembly, TCP has recently moved into the full manufacturing and assembly of a Malaysian produced computer called Matahari.

Product Range 

1. Marikh - is designed for server use.  It is available in a choice of dual Pentium pro and dual Pentium II configuration.  It can have of up to 1GB of RAM, and the choice of EIDE or full Ultrawide-SCSI technologies.

2.  Utarid - is designed for workgroup server use and is based on either a single Pentium Pro or Pentium II processor configuration.  The memory can be upgraded to a maximum of 512MB SDRAM.

3. Pluto - is suitable for a personal workstation environment and is available in Desktop, Minitower, and Midtower cases.  Its memory size capability is 256MB either in the EDO or SDRAM technology.

4. The Smartmate - is a notebook series introduced in mid 1997.  The series is comprised of three lightweight models which are fully multimedia capable with a choice of Pentium 166MMX to 233MMX processors and standard memory of 16MB, which is upgradable to 96MB.

5. Other products
Some of the other products in the Matahari product line are:

( imaging and documenting systems

( an internet sharing solution called iGate

( DVD - playback with AC-3 decoding and surround sound

( various educational software packages for schools and home use

Other Product Development 

1. The Hot Swap EIDE Drive - a revolutionary hard drive which can be removed or exchanged while the PC is in operation.

2. High-end server system - a dual Pentium II processor, 1 GB RAM, ultrawide SCSI onboard and Lan controller 10/100 on board and total of 8 expansion slots.

The Marketing Approach
1. Direct Marketing 

The company utilizes its own marketing and sales representatives to service named accounts within the private and public sector.

2. Indirect Sales 

The use of an indirect sales channel(dealers and distributors)  to service small and medium industries and end users.

Customer Service


All service requirements have a guaranteed response time of 4 hours.


Support is provided by help desk or on-site through 23 service centers throughout Peninsular Malaysia, Sabah and Sarawak.

Pricing Strategy

About 80% of the components that comprise the Matahari computer system are   sourced and manufactured locally.  The motherboard is the only component that has to be imported.  


Because of the local production and content, the Matahari computer systems are priced between 15 to 20% lower than imported PCs.

Present Export Markets

The company has secured markets for its audio, TV, video and computer parts in Japan, France, United States, Indonesia, Thailand and the Philippines.

Section II

The Slovak Republic2
Background 

1. Basic Information

On January 1, 1993, the Slovak Republic gained independence, following the breakup of the Czech and Slovak Federative Republic (CSFR). 

 
 A customs union providing for free movement of goods and services and prohibiting tariff barriers within the former CSFR remains in existence.

Slovakia has expressed formal interest in EU and OECD membership. Slovakia signed an EU association agreement in October 1993, and the attendant trade provisions have been implemented.  The government adheres to EU standards wherever possible in modernizing infrastructure and legislation. 

Slovakia emphasizes its central location, skilled and low-cost labor force, industrial tradition, and familiarity with its eastern neighbors in advertising itself as a bridge between the East and the West for business. 

2.  Structural Policies 

 
Privatization:  Both small- and large-scale privatization began in 1991 (prior to the breakup of the CSFR); the former is complete.  Approximately 9500 small enterprises, including 6500 retail shops, have been privatized; privatization of urban housing has begun. 

Commercial Code: The Code adopted in Czechoslovakia in 1992 remains valid in Slovakia.  Key points: 

( include a low level of government screening of foreign investment, other than for privatization of certain state enterprises;

( equal treatment with Slovak citizens for conducting business;

( and elimination of most restrictions on foreign investment. 

 
 Taxes:  Slovakia introduced a new tax system in January 1993, with later modifications. Taxes are measured by the calendar year and consist of a Value Added Tax (VAT) of 25 percent on most items and 6 percent on basic foodstuffs and essentials; an excise tax; personal income tax of 15 to 47 percent and corporate income tax of 45 percent; and taxes on real estate, auto registration, inheritance, gifts, etc. 

3. Conversion and Transfer Policies

The Slovak crown (SK, or koruna) is fully convertible for current account transactions.  The crown's value is established daily on the basis of a basket consisting of the German mark (60%) and the U.S. dollar (40%) and its allowable fluctuation range is ±7%. The basket, of course, will change on January 1, 1999, with the new Euro replacing the German mark.  As of July 1998, the exchange rate was approximately 35 SK to one dollar.

Customs authorities must be notified if more than 150,000 Slovak crowns ($5,000) is being exported or imported, or if more than 20,000 crowns ($667) is being sent in the mail.

4.  Significant Barriers to Exports 

 
In December 1993 Slovakia canceled a temporary measure (implemented earlier in 1993) designed to check the flow of scarce foreign exchange.  Payment conditions are now negotiated directly between Slovak importers and their foreign suppliers. 

 
Import Licenses: Import licenses are governed by the 1991 decree of the former Czechoslovak Ministry of Foreign Trade, which remains valid under Slovak law.  The decree divides commodity items into "general" and "specific" categories for the purpose of licensing.  For most of the approximately 100 groups of items in the "general" category, obtaining a license is a formality.  In the remaining ten percent of cases (in which a favorable decision of the Ministry of Economy is required) obtaining a license may be more difficult, for reasons related to environmental concerns, existing quotas, etc. 

 
 Items in the "specific" category fall into three groups: pharmaceuticals, weapons, and COCOM items.  In these cases a favorable decision from the Ministry of Economy is required. Among its criteria for decision the Ministry includes consideration of environmental and health factors as well as the impact on domestic producers. 

 
 Standards, Testing, Labeling, and Certification: Slovak legislation in this area closely follows EU legislation. The Slovak Office of Standards, Metrology and Testing is the responsible office for compulsory and voluntary testing of a wide range of products at 20 testing centers.  Testing is compulsory for products in the "regulated" sphere (defined as those which may pose threats to health, life, safety, and the environment) which mainly comprise foodstuffs, kitchen devices, medicines, electrical equipment, engineering products, agricultural machinery, plastics, paints, polishes, cosmetics, and sporting goods.  Voluntary testing may be done at the request of the producer or importer wishing to obtain a certificate.  Slovakia intends to introduce its own system of labeling in early 1995, replacing the old federal system. 

 
Investment: 

( Foreign citizens may not own land in Slovakia, but may form legal entities in Slovakia which in turn are permitted to purchase land.

( no significant barriers to participation of foreign equity or personnel;

( no barrier to repatriation of profits or capital;

Government Procurement Practices:

No "buy Slovak" law exists, but the government is sensitive to the concerns of local producers whose existence is threatened by the pace of economic reform and the emergence of efficient competitors. 

Customs Procedures: Procedures are not intrinsically complicated or burdensome.  The basic form required is the "Unified Customs Declaration" which conforms to EC standards. 

5.  Export Subsidies Policies 

Slovakia is a member of the GATT subsidies code.  The tariff schedule is inherited from the Federation.

Rates are low and average about six percent.

Imports from developing countries enjoy GSP preference.

6. Labour
Slovakia has a well-educated and skilled labor force of about two million.  

Literacy in Slovakia is universal, and most workers are well educated and technically skilled. 

The work week is standardized at 42.5 hours. 

The minimum wage is about $88 per month.

7. Foreign Trade Zones/Free Ports

There is a 12-hectare free trade zone in Kosice.  Plans exist for an expansion of the zone and for intensifying its cooperation with its Hungarian and Ukrainian neighbors.

A second, larger free trade zone in Bratislava is also being planned.

8. Commercial Overview

Slovak levels of import protection are relatively low, although pressures for protection have increased since 1996 due to trade deficits of between $1 and $2 billion in 1996 and 1997.

Trade plays a very important role in Slovakia's economy and demand for imported investment and consumer goods is rising.

(Just over 40% of Slovak trade is with the European Union (EU), while about 25% is with the Czech Republic.

(  Imports from Russia are significant, but consist mainly of fuels and raw materials.

( Slovak GDP rose by 6.5% in 1997 (although statistical revisions may take that down to 5.7%). 

( Slovakia enjoys a stable and convertible currency.  Inflation is just over 7%, which makes it the lowest inflation rate in the central and east European countries.  Foreign debt has increased dramatically during the past year to over $10 billion, but foreign exchange reserves are still adequate to cover three months of imports.

( Slovakia and its more successful enterprises had a relatively good reputation among credit rating agencies

(Small-scale privatization is complete; large-scale privatization is virtually finished with the major exception of state-owned financial, energy, telecommunications, and transportation enterprises.

(Capital goods, information and communication systems, financial services, environmental products and services, management skills, production processes, and access to Western marketing networks

(Slovak consumers, while not attracted to low-quality goods, are very price-conscious.  This tends to be an advantage to producers in Central Europe and the former Soviet Union, and may be a disadvantage to other foreign producers when product transport costs are significant. 

9. Marketing Products and Services

During the first privatization wave, 98% of retail outlets were privatized.  Single-product wholesale outlets existed in Slovakia before 1989, but the subsequent disintegration of this system caused a gap in the distribution network.  The wholesale business is only now coming into existence.

The most significant marketing area in Slovakia is Bratislava and its surrounding area, followed by Kosice, Trencin, Zilina, Poprad and Nitra. Nitra is especially important for distribution of foodstuffs and agricultural products.  The most developed distribution is in western Slovakia; density continuously decreases to the east.

The only significant network of supermarkets is Tesco. The British company is the largest foreign investor in Slovakia (approximately $65.5 million), which took over (from Kmart) and modernized a chain of Slovak stores.  The Austrian supermarket chain Billa has entered the market and is expanding.

10. Agents and Distributors

The Slovak Commercial Code closely follows German and EU legislation.  It recognizes agents, commission merchants, and brokers (who are not obliged by contract).

There are a wide variety of import/export companies in Slovakia.

( they may be broadly divided between traditional foreign trade companies inherited from the previous communist regime[mdash]

( large organizations with know-how, capital resources and experienced personnel, and newly established small companies, emerging to compete in a turbulent business environment.

Foreign business is very attractive for Slovak entrepreneurs.  A good and common way to find a local representative is to advertise in a newspaper.  When choosing an agent/partner, it may help to bear in mind the advantages of larger, well-established companies as smaller companies often lack capital resources. However, this should be treated on a case-by-case basis.

Direct marketing exists in Slovakia, but legislation for consumer protection needs to be developed. Consumers have complained about unfair or misleading practices of some companies. American direct marketing companies in the Slovak Republic include Amway, Avon and Herbalife.

Legislation allows joint ventures and licensing, but some foreign firms have expressed concern about the implications of (perceived) political instability on existing legislation.

Licensing is less common than in Western countries.  Slovak companies are rarely prepared to sell licenses abroad, and may not always understand the implications of licensing when first approached.  Licensing is governed by the Commercial Code.

11. Steps for Establishing an Office

As specified by the Slovak Commercial Code, the following forms of business can be established: branch office of a foreign company, joint-stock company, limited liability company, limited partnership, unlimited partnership, cooperative, silent partnership, and association.  All must be registered in the Slovak Commercial Register. 

The following procedures and documents are required for company registration:  (a) lease contract for premises, (b) approval of he office/company's location by local authorities, (c) Slovak bank account, (d) trade authorization from the local trade authority, and (e) satisfaction of minimum capital requirements. In the case of offices headed by foreign nationals, a long-term residence permit is required.

Note:  The limited liability company is the most common for foreign investors.  Why?

( One hundred percent foreign ownership and full repatriation of after tax profits are allowed. 

( One or more (up to fifty) shareholders may form a limited liability company (s.r.o.). 

(Basic total capital must be at least 100,000 SK ($3,400) with minimum participant deposit of 20,000 SK each. 

12. Selling Factors and Techniques

Sunday shopping and round-the-clock shopping are permitted under Slovak law.  The usual retail hours are from 9:00 a.m. to 6:00 at 6:00 p.m.  Most stores close at 12:00 p.m. on Saturdays and are closed all day on Sundays.

Promotional techniques applied in Slovakia are not developed to U.S. or West European standards.  There are some customer protection associations and funds, but promotional techniques (e.g., coupons, small gifts, lotteries) are not yet regulated by law.

13. Advertising Trade and Promotion

Many companies, both Slovak and foreign, specialize in advertising.  They vary considerably in quality.  The most commonly-used media include newspapers, radio and TV.

Posters are traditionally used for advertising in Slovakia. They can be found in post offices, telephone booths, public transportation, outdoor pillars, and along public routes.

There is minimal formal consumer protection, but companies are well advised to incorporate ethical principles into advertising strategies, as Slovak consumers may object to advertising perceived to be unethical.

14. Pricing Product

Average per capita monthly income in Slovakia is $266. Slovakia is still a low to medium-priced country although prices and wages are gradually increasing.  Price is a key consideration for most consumers.

Price liberalization began in 1991 and is defined by Act No.

526/1990 Coll. on Prices.  Retail price growth was 9.9% in 1997.

15. Sales Service and Customer Support

Foreign and domestic entities must provide post-sale services,

especially for technical products.  

16.Selling to the Government

Slovakia (as a successor to Czechoslovakia) is a founding member

of the General Agreement on Tariffs and Trade (GATT) and an

original signatory to the World Trade Organization (WTO).  The

Slovak Government is not a signatory to the GATT Agreement on

Government Procurement, but complaints from U.S. bidders on

Slovak Government procurements have been few.  Supplies of

equipment to the Government are based on letter of invitation.

17. Trade and Project Financing

The Banking Act provides for universal banking wherein commercial banks carry out investment banking and brokerage activities as well as traditional commercial transactions and lending, subject to the issuance of a license by the National Bank.  This system is based on a European (rather than U.S.) model.  The National

Bank controls application requirements, minimum capital and reserve requirements, and bank supervision.

Most payments are made by bank transfer.  While more and more banks are using updated computer systems to make payments (via Swift), payments may still take several days to be processed.

18. Foreign Exchange Controls Affecting Trading

The Slovak crown (koruna) is internally convertible, and is fully convertible for current account transactions.  All hard currency payments are made against an invoice if the Slovak company has enough funds to cover the transaction.

Normal commercial financing is possible in Slovakia but is difficult to obtain.  American companies may wish to source financing from either Western banks outside of Slovakia or Western banks with offices in Slovakia.  Large-scale project financing may be obtainable from multilateral lending institutions such as the European Bank for Reconstruction and Development (EBRD), International Finance Corporation (IFC), European Investment Bank (EIB), etc.  Other methods of financing include venture capital firms (e.g., Renaissance and Advent) based in Prague which are expanding portfolios to Slovakia.

19. Country Information

The source of this data is from the Statistical Office of the

Slovak Republic:

Population: 




5.3 million

Population growth rate:


0.4 percent

Religions:

Roman Catholic - 60 percent

Slovak Evangelical - 6 percent

Greek Catholic - 3 percent

 


Other - 3 percent

Government System:
Parliamentary democracy

Language:


Slovak

Work week:


42.5 hours

20. Major Economic Trends and Outlook

1. Over the long-term, Slovakia has the potential to be one of Central Europe's top performers.  Why?

( educated workforce

( a strategic location in the heart of Europe

( an improving infrastructure

( relatively open access to European Union markets

( an increasing number of companies (both foreign and domestic) that can compete in international markets -- are in place to ensure that Slovakia can be a successful member of the European and world economic system.  

2. Weaknesses in Slovakia's economic performance became more visible in 1997 and remain unchanged in 1998.It entered into a recessionary period characterized by a return to double digit inflation, higher levels of trade protectionism, and requirements for international financial assistance.

What are the weaknesses?

( low levels of foreign direct investment;

( a banking sector in which more than 30 percent of loan portfolios are classified;

( a privatization process that has largely excluded foreign investors and brought little new capital into former state enterprises;

( high intercompany debts and declining tax and social support payments;

( ineffective bankruptcy procedures;

( increasing corruption and organized crime;

( an underdeveloped capital market;

( a rapidly increasing foreign debt;

( a state budget deficit running over 5 percent of GDP that has been financed largely by short-term borrowing;

( a heavy current account deficit; and

( a small business sector stymied by many of the conditions mentioned above.

3. Some of Slovakia's macroeconomic indicators appear impressive.

(  Real GDP growth in 1997 was 6.5 percent

( inflation at the end of 1997 was running at 6.4 percent, still low, but exactly a point higher than at the end of 1996.  During the first half of 1998, inflation was up over 7 percent.

( total foreign exchange reserves stayed high in 1997, ending the year at $6.5 billion with about $3.3 billion in the National Bank of Slovakia (NBS; central bank).  The NBS' total reserves represented about three months worth of imports at the end of

1997.  Reserves have stayed at that level throughout the first half of 1998.

( unemployment remained at 13.4 percent at the end of March 1998. Some believe this measure is conservative and that unemployment is higher.  

(in 1997 Slovakia's trade deficit declined to $1.4 billion from the 1996 peak of more than $2 billion.  The reduction appears to be the result of administrative measures including an import surcharge and more strictly enforced product certification requirements, as well as the tight credit environment that existed throughout 1997.  

( the strongest export sectors (by SITC code category) were machinery and transport equipment, chemicals, and intermediate manufactured products, while leading imports included machinery and transport equipment, fuels and oils, and intermediate manufactured products.  Services (mostly tourism and transshipment of natural gas) showed a moderate surplus.

(Slovakia has a strong and independent central bank (National Bank of Slovakia; NBS) which enjoys excellent relations with international financial institutions and has carefully monitored development of the monetary and banking systems.  The NBS is committed to a stable Slovak crown and low inflation. 

( the inflow of foreign direct investment into Slovakia has lagged that of other countries in the region, reaching a cumulative total of only $1.2 billion at the end of 1997.  Many potential foreign investors seem deterred by lukewarm business and government interest, as well as political uncertainty. 

21. Infrastructure Situation

Highways:  Slovakia has a good network of roads, but most of the country is covered only by two-lane highway or local roads. 

Railways:  Slovakia has 3661 km of standard-gauge track; all large and medium cities are linked by rail.  There are an additional 154 km of narrow- and broad-gauge track. Approximately 100 million passengers and 60 million tons of goods are transported annually. 

Air:  Slovakia's major airport is located in Bratislava.  Other airports are in Kosice, Poprad, and Sliac.  Domestic air travel is difficult, although a number of small carriers have established limited service.  Partly because of Bratislava's proximity to Vienna (60 km), there are few international flights to or from Bratislava, and most travelers make use of Vienna's Schwechat airport.  

Telecommunications:  Slovakia has 1.3 million telephone lines installed, or 25 lines per 100 persons.  Much of the equipment has been modernized, work has been done on installation of a digital overlay network, and the Government's goal is to install a half-million lines per year to reach a penetration rate of 35 per 100 by the year 2000.  The mobile analog telephone network has over 40,000 subscribers and is growing rapidly.  In 1997 a digital Global Service Mobile (GSM) network had over 220,000 subscribers and is growing extremely rapidly.

Utilities:  Total installed capacity of Slovak power plants in 1997 was 7,130.74 MW, but this is about to change remarkably in 1998.  Approximately 28.8 percent of the 1997 capacity was from nuclear power, 39.1 percent from hydropower and the remainder from coal- or gas-fired plants. In terms of generation, 51 percent was nuclear, 20.3 percent hydropower, and 28.7 percent from other domestic sources.

22. Export Controls

Slovak export restrictions are placed on four groups of sensitive goods.  These include (a) Wasenaar Agreement goods; (b) "Australia group" items including certain chemicals, biological materials and technologies; (c) Nuclear Suppliers Group items;

and (d) missile technology. Most technology can be exported to

Slovakia without export licenses.  Some items still require

licenses from the Bureau of Export Administration (Department of

Commerce) and the Department of State.

23. Long Term Prospects

All figures are in millions of U.S. dollars unless otherwise stated.

Rank of Sector:     1

Name of Sector:     General Industrial Equipment

ITA Industry Code:  GIE

Machines and equipment for all areas of industrial production are among the most sought after products.  This is due to the country's industrial reconstruction, restructuring and modernization.  There are good opportunities for foreign firms in the area of heating equipment (boilers, valves, etc.) and power generation and distribution equipment.

                                                  Predicted

1996

1997

1998

            



-------

-------

-------

Total Market Size


900.8

917.3

1,350.0

Total Local Production 

1,086.5   
1,200.0   
1,800.0

Total Exports



499.9

636.2

900.0

Total Imports



314.2

353.5

450.0

Imports from the United States
121.5

167.9

200.0

The above statistics are unofficial estimates.

Rank of Sector:     2

Name of Sector:     Travel & Tourism

ITA Industry Code:  TRA

Slovakia boasts central Europe s most successful economy over the last 3-4 years, albeit starting from a low base, so it is no surprise that travel to the United States is swiftly growing.

Predicted

(number of  Travelers)

1996

1997

1998

------

------

------

Total Worldwide


 312,164
410,286
500,000

Total to United States


8,430

9,100

11,000

Rank of Sector:     3

Name of Sector:     Consumer Electronics

ITA Industry Code:  CEL

There are few local producers of consumer electronics, such as radios, VCRs or audio-visual equipment (with the exception of locally-assembled television sets), and there is demand building for all types of consumer electronics as personal income grows, particularly in the larger cities.

1996

1997

1998

------

------

------

Total Market Size


174.1

405.1

520.0

Total Local Production 

367.2

384.3

500.0

Total Exports



509.9

332.8

350.0

Total Imports



 316.8

353.6

370.0

Imports from the United States 
48.9

70.6

90.0

The above statistics are unofficial estimates.

Rank of Sector:     4

Name of Sector:     Optical, Photo and Measuring Equipment

ITA Industry Code:  OPT

Optical, photo and measuring equipment consumption has increased, but has become increasingly focused on "high tech" products. Slovak production has stagnated and most equipment is imported. New entrants will face strong competition from the same international competitors they see elsewhere.

1996

1997

1998

-----

-----

-----

Total Market Size


359.7

388.8

450.0

Total Local Production

98.2

102.5

100.0

Total Exports



32.7

67.3

50.0

Total Imports



294.2

353.6

400.0

Imports from the United States 
 25.6

37.0

45.0

The above statistics are unofficial estimates.

Rank of Sector:     5

Name of Sector:     Business Services

ITA Industry Code:  BIS

Business services expanded rapidly through the 1990s, and should continue doing so.  We have noticed especially promising growth among management consulting services and accounting and tax services.  A number of international companies have opened operations in Slovakia.

 




1996

1997

1998

------

------

 ------

Total Market Size


na

299.8

330.0

Total Local Production 

na

231.6

250.0

Total Exports



na

25.6

30.0

Total Imports



na

93.8

110.0

Imports from the United States 
na

 49.1

55.0

The above statistics are unofficial estimates.

Rank of Sector:     6

Name of Sector:     Construction Equipment and Materials

ITA Industry Code:  CON

Slovakia has traditionally been a producer of construction equipment and materials, but demand is building for more sophisticated and "high tech" gear and supplies.  The Slovak Government intensively supports new construction projects, particularly for development of the road and railway networks. Improvements in mortgage loan legislation could lead to more active housing construction, and we expect a significant DIY market will develop over the next few years.

1996

1997

1998

-----

-----

 -----

Total Market Size


1,339.6
1,480.5
1570.0

Total Local Production

1,414

1,520 

1600.0

Total Exports



154.7

160.2

160.0

Total Imports



80.3

120.7

130.0

Imports from the United States
20.4

36.2

40.0

The above statistics are unofficial estimates.

24. Import/Export Documentation

Slovakia's documentation requirements are harmonized with EU standards and trade documentation is similar to that of EU countries.  Export and Import Licenses are defined by Decree No.315/1993 Coll. of the Ministry of Economy.  The invoice is considered part of the Customs declaration.  Automatic import licenses serve as records and are utilized as an information source.  They are issued for specified sensitive goods and for an explicitly stipulated date.  The purpose is said to preclude items not corresponding to Slovak ecological norms.

The Ministry of Economy is responsible for import quotas.  The Ministry records and issues import licenses for a definite quantity of goods within a specified time period. Import quotas are of a global and nonpreferential nature.

Non-automatic export licenses prevent export of strategic articles at the expense of home consumption (e.g., petrol), and ensure that the price level of domestic products is not disrupted and that tolerable export volumes are not exceeded. Non-automatic export licenses are issued for definite export quotas.

Imports of textiles and clothing require a certificate of origin. If the lower MFN duty rate is to apply, evidence of origin on the basis of shipping documents, invoices, business correspondence or other suitable documents is required.  Certificates should display numbers, marks, value and weight of the merchandise.

Section III

Malaysian Government Support for Exporters
A. Malaysia's Ministry of International Trade and Industry(MITI)3
What are the services provided to exporters?

1. Issuance of license for import/export of items listed in the Customs Prohibition of Import/Export Orders under the Customs Act of 1967.See Appendix A

2. Issuance of Certificate of Origin for Malaysian goods under GSP. See Appendix B

a. Malaysian External Trade Development Corporation(MALTRADE)4

Maltrade is the promotion arm of MITI.

What are the services provided to exporters?

1. provides market intelligence

2. assists Malaysian exporters to better position their products and services

b. Malaysian Technology Development Corporation5
A joint venture between the government of Malaysia and the 16 largest corporations in Malaysia

It's main purpose is spearhead technology development through:

1. commercialization of research results

2. development of technology based companies

3. introduction of strategic technologies to the country

c. The Malaysian Industrial Development Authority(MIDA)6
The Malaysian government's principal agency for the promotion and coordination of industrial development in Malaysia

Some of the functions of MIDA pertaining to exporters are as follows:

1. to undertake economic feasibility studies of industrial possibilities

2. to undertake industrial promotion work in Malaysia and overseas

d. Small and Medium Industries Development Corporation(SMIDEC)7

What is a SMI?  A SMI(Small and Medium Industry) is a company with not more than 150 employees and with annual sales turnover of not exceeding RM 25 million.

SMIDEC provides the following exporting assistance to SMIs:

  Export Development Programme - to develop and nurture export-oriented SMIs to eventually become world class manufacturers. The programme will be conducted in collaboration with Malaysia External Trade Development Corporation (MATRADE).

Services provided:

     

Establishment of SMI-Link 

     

Exhibition/Expo 

     

Trade and Investment Mission 

     

Information System Centre 

     

SMI Infonet 

     

Resource Centre 

     

Export through General Trading Corporations (GTCs). 

 B. The Export - Import Bank of Malaysia Berhad8 
Purpose of Exim Bank: To provide medium to long credit to promote the export of Malaysian goods and technology based products.  

What are the services of the EXIM bank?

1.  Buyer Credit Facility

( provide local exporters with the competitive edge in bidding for overseas jobs and contracts

( to assist and encourage foreign buyers to purchase Malaysian products with the emphasis on capital goods

2. Overseas Investment Credit Facility

( to facilitate Malaysian companies to invest in an overseas project with emphasis on high Malaysian content

3. Guarantee Facility

( unconditional and irrevocable guarantee facility to enable Malaysian exporters to raise financing form other financial institutions

4. Supplier Credit Facility

( help companies of Malaysian manufactured goods to secure the required working capital through pre-shipment and post-shipment financing

5. Export Services Financing Facility

( assist Malaysians to export their professional services overseas, which may be in the form of consultancy, technical skills and other expertise

Section IV

The Western European Computer Market9
Background


Personal computer sales will hit new records over the several years because of the fall in the price of computers and the demand for millennium bug-free products.


According to Emmanuel Lalloz, senior personal computer research analyst at CONTEXT, profits will be available to companies that manage their stocks carefully, and can sell high margin products such as servers along with cut price PCs.


The following table shows the market share of the top computers sellers in the European market(based on 1998 first quarter sales):

Company
Market Share(%)

Compaq Computer Company(1)
14.8

International Business Machines(2)
8.3

Dell Computer Corporation(3)
7.8

Hewlett Packard Co.(4)
7.6

Siemens*(5)
5.6

Fijitsu(6)
5.5

unknown(7)


unknown(8)


Apple(9)
2.9

* Siemens of Germany, Europe's leading personal computer maker, turned over most of its PC business to Taiwan's Acer Inc.  Acer had 2.3% of the market share.


The forecast for 1999 sales are around 28.5 million computers according to Lalloz of CONTEXT.

Comparative Street Level Prices of Computers (United States source)10
1. Servers -  The range in price of comparable servers are from $1284.90(Compaq) to $1458.99(Hewlett Packard).

2. Pentium MMX -  The price range of comparable computer systems as the Pluto run from $591.99 to $782.39(Compaq)

APPENDIX  A11

Custom Prohibition of Import/Export Orders under the Customs Act 1967

Goods under the Act which requires an export license by MITI are listed as follows:

1. Milk and milk products

2. Oils and fats of palm oil 

3. Cement clinker

4. Portland cement

5. Slags, dross, scalings and similar waste of iron and steel, zinc

6. Scrap and other waste of iron and steel, copper, nickel, lead, zinc, tin, magnesium

7. Tin slag and hardhead of tin

8. Zinc dust, powders and flakes

9. Naptha

10. Cinematograph film exposed but not developed of 16mm or 35mm

11. Roofing tiles

12. Waste paper and paperboard and scrap articles of paper fit only for use in paper making

13. Textiles to EEC, USA, Canada, Sweden, Norway, Finland and Austria

14. Military clothings and equipments

15. Bricks

16. Unwrought tin, alloyed(Tin ingot)

17. Sugar

18. Billets of iron or non-alloy steel

19. Bars and rods, of iron or non-alloy steel

20. All goods to Israel

21. Stainless Steel Vessels, pumps of medium or large capacity and drivers(gas turbines and electric motors) designed for use in the transportation of crude oil and natural gas and equipment designed for use in crude oil export terminals to Libya

Application procedures for license to export goods under the Customs Act 1967

Applicants for the export license have to complete Declaration of Goods to be exported form Custom No. 2(Principal Custom Area) or form Custom No. 8(Licensed Manufacturing Warehouse and Free trade Zone)

Submission of Applications
Completed applications together with relevant supporting documentation must be submitted either to MITI Headquarters or any of its branches depending on the type of goods applied for.

APPENDIX B12
Issuance of Certificate of Origin for Malaysian goods under the Generalized System of Preferences (GSP)

What is GSP?  It stands for the Generalized System of Preferences.  It is a preferential treatment by way of reduced or duty-free tariff rate granted by developed countries(preference giving countries) to developing countries(preference - receiving or beneficiary countries).


The preferential treatment is granted without any reciprocal obligation on the part of the developing countries.  The aim of tariff preferences is to provide competitive edge and a better market access to goods from developing countries.

Presently Malaysia obtains preferential treatment from the following countries:

Australia, Canada

European Economic Community(Belgium, Denmark, Germany, France, Greece, Ireland, Italy, Luxembourg, Netherlands, Portugal, United Kingdom, Spain, Austria, Finland, and Sweden) – also free trade members: Norway, Switzerland, Hungary, Poland, Czech and Slovak Republics

New Zealand, Japan

Baltic States and the Commonwealth of Independent States

Goods covered under the GSP schemes

The preference giving country has its own list that enumerates the products that are eligible for preference.

Conditions for a product to be eligible for preferences under the GSP scheme

1. It has included on the list for the specified GSP scheme

2. The product has to be genuinely produced in the preference receiving country.

Application procedures for approval to export under the GSP scheme

1. Pre-exportation verification of the origin of the product


A GSP Scheme Cost Analysis form has to be obtained from MITI

2. Application for Certificate of Origin


Applicants have to complete form 'A' for the Certificate of Origin after verification of the product by MITI.  The form 'A' can be purchased from the Federation of Malaysian Manufacturers(FMM) Office at the Sime Darby Building, Jalan Raja Laut, Kuala Lumpur.

All completed documents with their required supporting documents can be submitted to MITI headquarters:

Trade Support Division

Ministry of International Trade and Industry

Ground Floor, Block 10, Government Office Complex 

Jalan Duta, 50622 Kuala Lumpur


APPENDIX C13
A Glossary of Selected Computer Terminology

Bit - short for "binary" digit.  A bit is the smallest unit of storage in a computer.

Byte - an unit of storage equal to 8 bits.  A byte would be equivalent to a single letter of word in a document.

Bus - a set of wires used for data transfer between the components of a computer system.  Buses are rated by how many bits of data they can transfer at a time.

Cache - a very fast and expensive type of memory.  It is sometimes called SRAM or static memory.  It is used to boost the performance of the computer.

Client - A computer using the services or resources provided by a remote machine, called a server.

Clock Speed - the speed of the microprocessor.  The speed is measured in megahertz(MHz).  The higher the MHzs the faster the computer.

CPU - central processing unit - the principle microchip that the computer is built around(such as Pentium II)

DVD - Digital Versatile Disc - CD format that can hold a computer's data, music or full length movies

EIDE - Enhanced Integrated Drive Electronics - a newer version of IDE - Integrated Drive Electronics

EDO - Extended Data Output - a type of RAM that is faster at retrieving data than previous designs.  The EDO is designed for use with the Intel Pentium Processor.

GB - gigabytes - this is equal to about one billion bytes

LAN  - Local Area Network - a group of computers linked together in order to share programs, data and peripherals

MB - megabytes - this is equal to about one million bytes, exactly 1024K bytes.
MMX - a chip designed to boost the performance of many audio, video and image processing  applications

Motherboard - the main circuit board in the computer.  The CPU is located on the motherboard.

Network - a group of computers connected by cables or other means and using software that enables them to exchange information and share equipment, printers and disk drives

Pentium - the registered trademark from Intel.  The Pentium chip has innovations to improve performance.  For example, it has two built in 8K caches and a 64-bit system bus.

RAM - Random Access Memory -  is the short-term memory where your computer

stores the information you are using. Memory is also measured in megabytes (MB). Look for 32MB of RAM as a minimum, and make sure you can add more later in case you want to.

SCSI - Small Computer System Interface - a fast port used to connect computers with hard drives and other peripherals.  It is sometimes pronounced "scuzzy"

Server - a network device that provides sources to client stations.  Servers can include file servers, disk servers, and print servers.

SDRAM - Synchronized Dynamic Random Access Memory - RAM is synchronized to the clock speed of the computer improving performance

URL - Uniform Resource Locator - the term used on the internet to indicate the particular address of a website.

Workstation - a class of desktop machines conventionally considered more powerful than a personal computer.  However, this distinction is becoming less and less because of the increased power of personal computers.

APPENDIX D14

Historical Currency Table

Conversion Table: SKK to MYR (Interbank Rate) – Selected Daily Averages

01/01/1998
0.1111



01/02/1998
0.1174

01/03/1998
0.1054



01/04/1998
0.1030

01/05/1998
0.1064



01/06/1998
0.1050

01/07/1998
0.1170



01/08/1998
0.1192

01/09/1998
0.1144



01/10/1998
0.1095

01/11/1998
0.1082



01/12/1998
0.1043

01/01/1999
0.1032



01/02/1999
0.100
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