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Internationalization of manufacturing industries is usually discussed with regard
to labour-intensive production. This paper analyses the internationalization of
knowhow-intensive parts of the manufacturing industry with special focus on
engineering. The internationalization of engineering tasks is discussed for the
automobile components supply industry. The main topic is governance in multinational
companies, which is important for the international division of competences in the
engineering field. The study shows that the German automobile components supply
companies are proceeding cautiously on the path of internationalization.

This paper argues that the idea of governance can help to develop a better
understanding of internationalization, especially if we are able to identify different
kinds of governance. The companies that have already introduced an international
division of competences do not necessarily have loss of competences in their centres,
because new capacities are created, i.e. the skills of steering the engineering process.
However, there may be processes of learning, or upgrading, in “peripheral” plants, too.
The study shows that in multinational companies governance seldom means direct
control in the R&D departments; rather, it can be characterized by interdependencies of
power, and this offers possibilities to plants in the newly industrializing countries. The
study will show that internationalization is multifaceted. Internationalization of
knowhow-intensive functions can be more than a zero-sum game. New competences
can be created in formerly peripheral plants without diminishing the competences in the
centres.

" The paper is based on a research project supported by the Volkswagen Foundation on
“Location Strategies of Multinational Enterprises - The Process of R&D in European Automobile
Components Supply Companies”.

The paper was presented to the IGU Commission on the Dynamics of Economic Spaces. Annual
Residential Conference 2002, Johannesburg, “Industry in a Networked World: Making Sense of
Globalization”, too, and will be published in a revised version in: Alvstam, C., Schamp, E.W. (Eds.),
Industry in a Networked World (Ashgate) (in publication)



