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inducements that sought to develop modernised engineering sectors. Scotland

This paper examines the evolution of four American-owned manufac-
turing subsidiaries between the 1940s and 1980s using correspondence
between plant managers and policymakers. Reconciling existing
Scottish subsidiary literature, success and failure are both documented.
Subsidiary entrepreneurial behaviour was displayed in each case, but
developmental outcomes were inhibited. Centralised American man-
agement exercised power over Scottish plants, including stripping
subsidiaries of innovative products that were developed in Scotland.
However, corporate product market competitiveness, a subsidiary’s
existing strength within a multinational’s global region presence and
business governance structures coalesced to condition success and
failure. Policymakers must attempt to embed competitive advantages
within localised linkages, but their ability to do so is strongly condi-
tioned by the domestic industrial structure’s capacity to respond favour-
ably to these challenges.

Introduction

In February 1982, John Firn, the head of Industrial Projects at the Scottish Development
Agency (SDA), stated in a note to other senior agency officials that’Scotland and Strathclyde
have survived because of the real contribution made by non-Scottish companies’' Firn was
obliged to recognise the extent to which the Scottish economy had become reliant on the
activities of multinational subsidiaries since the Second World War, principally through
inward investment from the United States. Foreign direct investment (FDI) was dominated
by mechanical, electrical and instrument engineering. By 1972, American multinationals
accounted, respectively, for 26.5 per cent, 39.5 per cent and 45.6 per cent of Scottish employ-
ment in these sectors (Scottish Council Research Institute, 1974). The growth of inward
investment took place concurrently with a long rundown of employment in Scotland’s ‘staple’
industries, coal, steel, shipbuilding, cotton and jute, from the mid-1950s (Finlay, 2004).
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Multinationals provided‘compensating employment growth’as jobs were shed in the sectors
which had been at the forefront of Scotland’s industrial development during the previous
century (Tomlinson et al., 2022).

These changes were encouraged by a modernising coalition of academic economists,
industrialists and policymakers. Their efforts centred on the Scottish Office’s application of
UK regional policy, which was employed to‘steer’investment towards areas judged most in
need of new employment (Cameron, 1966). Inward investment was a route to the mass
production consumer goods sectors that Scottish firms had been reluctant to embrace
during the first half of the twentieth century. This failure was held to explain Scotland’s
comparatively poor economic performance since the 1920s. In the eyes of the modernisers,
multinationals offered access to the technology, industrial organisation and marketing skills
required for economic rejuvenation. They would help to secure exports and leave Scotland
less dependent on selling capital goods to old imperial markets (Tomlinson & Gibbs, 2016).

However, critical economic assessments developed following the ‘retreat’ of American
multinationals from Scotland during the late 1970s and 1980s. Capital flight and factory
closures appeared to reveal minimal commitment to Scotland or long-term benefits. Hood
and Young’s (1982, p. 10) formative account, noted that inward investment was ‘heavily
concentrated in a small number of large plants employing several thousand people’focussed
on assembly activities. They had fallen victim to rationalisation in the absence of higher
value-added business functions and supply chain embeddedness. During the early 1990s,
the Scottish economic historian, Christopher Harvie (1993, p. 10), polemically concluded
that thepaternalist sense of obligation’demonstrated by Scotland’s now displaced ‘old-fash-
ioned tycoons, ‘was unlikely to be replicated in the boardrooms in the City of London and
Los Angeles.

John Firn's perspective was formative to critical assessments of inward investment during
the 1970s. He emphasised that multinationals had not transferred R&D or marketing activities
to Scottish subsidiaries. Firn's (1975) view was summarised by his contention that Scottish
industry was dominated by ‘branch plant’factories where managerial agency was confined
to routine manufacturing activities. He juxtaposed these functions with ‘entrepreneurial’
risk-taking and innovative decisions concerning investment and product development which
were made externally. Firn's recognition of the centrality of inward investment to sustaining
Scottish industry demonstrates its importance to understanding Scotland’s post-war eco-
nomic development. Scottish subsidiaries fit within a Western European pattern of post-war
investment by American multinationals exploiting their firm-specific advantages in product
design, industrial organisation and marketing whilst responding to political and economic
pressures to locate production closer to markets (Dunning, 1980).

A fuller historical assessment of inward investment is required, which incorporates the
perspective of Scottish plant management and contemporary policymakers. Both Firn and
Hood and Young’s criticisms rested on the absence of entrepreneurial agency and the exclusion
of Scottish plant managers from higher value-added upstream and downstream business
functions. Yet recent appraisals of Scottish subsidiaries in Business History have concluded more
optimistically. Dimitratos et al’s (2009) account of IBM’s operation in Greenock presented a
story of capability upgrading as the facility moved from a basic manufacturing remit to man-
aging European operations. This article contributes to debates over policymaking and the
success and failure of inward investment using four Scottish case studies of long-life subsid-
iaries: Hoover, Sunbeam, Burroughs and Honeywell. It relies on archived correspondence
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between plant managers and Scottish Office civil servants which provide a novel perspective
from within the Scottish subsidiaries of American multinationals. Policymakers were integral
to bringing these multinationals to Scotland and saw them as central to achieving economic
progress. The sources provide a subsidiary-level vantage across several decades, including
details of conflicts between multinational headquarters and subsidiary management. Each
multinational undertook greenfield investments within Lanarkshire, an industrial county to
the east of Glasgow, and were engaged in either household appliance or electronics manu-
facturing. A rare candid perspective from within firms is visible from the archive records.
Scottish subsidiary managers were embedded in long-term relations with the policymakers
whose choices had brought their firms to Scotland, and each shared an interest in subsidiary
development. Their competitors were not limited to other firms in the same sector but included
rival sister subsidiaries.

The findings indicate that the branch plant thesis is valid in its view of power dynamics
within multinationals but does not hold in understanding the behaviour and motivations
of plant management. Limited innovation did take place within subsidiaries and their man-
agers did engage in entrepreneurial activities. Scottish subsidiaries achieved functional
upgrades but were constrained by both internal firm competition and external market con-
ditions. This article answers the question, ‘what factors conditioned success and failure in
post-war Scottish manufacturing subsidiaries?’ Four Scottish subsidiaries are assessed
through three variants that shaped subsidiary development: product market position, cor-
porate governance and subsidiary autonomy. Three key factors determined the one instance
of success and three of failure: the multinational’s strength in product markets; the subsid-
iary’s relative internal strength within a national or global region context; firm governance
structure, both in terms of the extent of centralisation and mechanisms for managing com-
petition between subsidiaries. Following the existing literature, competition for investment
and product mandates within firms are identified as central to achieving expansion or con-
ditioning subsidiary failure (Burger et al., 2018). In the context of American multinationals
during the second half of the twentieth century, these were highly enmeshed with corporate
restructuring, specifically Europeanization (Schaufelbuehl, 2016). The findings also suggest
that business historians will benefit from pursuing a subsidiary and national policymaker
perspective when studying the evolution of multinationals. Global or global region restruc-
turing should be understood as a competitive process which presented both threats and
opportunities to subsidiaries whose capacity to engage in entrepreneurship and obtain
functional upgrades is strongly determined by their historically evolved capabilities.
Restructuring presented crucial pivot points within the four firms studied that shaped suc-
cess and failure. Where subsidiaries succeeded in obtaining European or global roles, they
were strengthened whereas losing out to rivals in these contests paved the way for ultimate
closure.

Section one of this paper develops the theme of subsidiary entrepreneurship in dialogue
with the international management literature on subsidiary evolution. It emphasises the
value of long-term case studies to understanding the evolution of subsidiaries over time
and through phases of restructuring. The second section contextualises the case studies
within Scottish industrial development and policymaking. In the third section, the evolution
of the subsidiaries is appraised. McDermott's (1989) subsidiary ‘plant lifecycle’ model is
applied to assess the build-up of employment and capabilities and then incremental con-
traction before final divestment at Hoover, Burroughs and Sunbeam. Honeywell survived



4 (&) E.GIBBS

through European restructuring. These evolutionary outcomes suggest the validity of focus-
sing on subsidiary entrepreneurial agency and questions the deterministic assumptions of
a lifecycle approach. The fourth section outlines impediments to subsidiary entrepreneur-
ship, especially controls on resource expenditure and over the awarding of product man-
dates. Centralised control was a significant barrier to development at each subsidiary.
Europeanization encouraged inter-subsidiary competition across national boundaries, but
it was managed through varied corporate structures. A fifth section addresses how interna-
tional competition structured subsidiary development and addresses what can be learned
from Scottish policymaker approaches to securing spill-over benefits. In the conclusion, the
findings are synthesised and linked to policy debates over inward investment.

Subsidiary entrepreneurship

Subsidiary entrepreneurship approaches have developed in tandem with the changing
structure of multinationals. Analyses of multinationals during the 1960s assumed subsidiaries
principally posed ‘management challenges’ (Kostova et al., 2016, p. 177) for firms with a
domineering headquarters. Subsidiaries are now viewed as contributors to the’complexities
associated with managing multinational corporations’ internal and external environment’
(Ibid). These changes match alterations in reporting structures and power within multina-
tionals. Stylistically, this can be summarised as the transition from Chandler’s (1962) view of
the American corporation towards Bartlett and Ghoshal (1989) perspective, which under-
stands the multinational as a mutually reliant decentralised integrated network. Chandler’s
conception of the 1960s industrial corporation was in effect an extended national firm and
assumed that subsidiaries were directed from the United States. Rationalisation and restruc-
turing on a global basis in the next two decades only underlined external control over
national subsidiaries (Jones, 2006). Recent research on the distribution and allocation of
R&D has supported this argument. Cost pressures and market integration encourage a‘recen-
tralisation’ of R&D, curbing the subsidiary autonomy (Liu, 2019, p. 20). Embeddedness in
national markets has become a ‘coordination difficulty’ where it was previously seen as
essential for achieving product customisation and sales (Liu, 2019, p. 20).

Chandler’s approach overlapped with Vernon’s (1966) product lifecycle, which explained
the dissemination of high-tech production from the United States to other advanced
economies as demand grew. Vernon assumed R&D was completed in America and that
products were only manufactured in Western Europe after standardisation. Product cycles
shaped lifecycle approaches towards subsidiary development. McDermott (1989) theorised
a ‘plant lifecycle effect’ in his assessment of the development and then divestment of
American-owned subsidiaries in Britain. Initial investments in greenfield sites were accom-
panied by plant enlargement and subsequent upgrades in products and business func-
tions. However, place-based competition undermined the location-specific advantages
from low unit labour costs or regional assistance which had often attracted investment.
Cowie's (2001, pp. 1-2) account of the ‘disquieting trends’ that were present in RCA’s geo-
graphical pattern of direct investment during the twentieth century corroborates
McDermott’s conclusion. Rather than a sudden change of strategy, the gradual movement
of production to Mexico followed a pattern of production across regions of the United
States. Investment was attracted by cheap labour, but as plants accumulated functional
upgrades over time, they unionised and lower value assembly functions were relocated
to more competitive places.
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McDermott and Cowie’s assessments of lifecycle within household appliance and elec-
tronics subsidiaries provide a useful model for business historians of the twentieth century.
Their studies demonstrate that the forces which determine locational advantages are con-
stantly shifting. McDermott’s conclusions anticipated the outsourcing of production func-
tions outside firm boundaries through global value chains in the twenty-first century (Gereffi,
2014). These developments coloured the Scottish experience of electronics inward invest-
ment. Almost half of Scottish electronics employment was lost between 2000 and 2005, as
production was reoriented towards Central and Eastern Europe and firms divested their
basic manufacturing capacity to concentrate on core competences (MacKinnon, 2012). West-
Central Scotland lost thirty per cent of high-tech employment and up to a fifth of employ-
ment in knowledge-intensive services, matching a broader pattern within the UK’s ‘old
industrial regions’ (Birch et al., 2010). Scholarly analysis has often focussed on policy-making
and international corporate decision-making, including spectacular failures such as short-
lived but heavily subsidised investments by LG in Wales, Hyundai and Chungwha in Scotland
and Daewoo in Northern Ireland (Gooberman, 2020).

This paper assesses patterns of long-term subsidiary development that resemble those
identified by McDermott (1989) and Cowie (2001), but with an emphasis on plant manage-
ment’s entrepreneurial agency. Cantwell et al. (2015, pp. 1982-1983) have suggested that a
fuller account of inward investment needs to contend with ‘the active agency of firms; cen-
tring on ‘the autonomy of subsidiaries. Core management features in this account of inward
investment, but emphasis is placed on subsidiary management perspectives and the poli-
cymakers with whom they corresponded. It reveals conflicts of interest within the structure
of multinationals. A longer time-period, spanning over four decades, and the inclusion of a
survivor as well as three failures, allows for a fuller appreciation of the factors which facilitated
and retarded entrepreneurial activity as well as greater attention to the role of policymakers
in attracting and supporting subsidiaries. Clark and Ramachandran (2019, pp. 38-39) have
defined subsidiary entrepreneurship as ‘corporate entrepreneurship that occurs in foreign
units of the corporation rather than in the headquarters of a large corporation’ Subsidiaries
are‘active participants in developing their own resources and capabilities in order to survive
and grow’ (Clark and Ramachandran, 2019, pp. 38-39), combining the advantages provided
by their parent company and their local surrounding to satisfy unmet local and global market
needs. They compete internally to become ‘strategic leaders’ (Rugman & Verbeke, 2003, p.
128) occupying central places in international market strategies and developing R&D capacity.

Scotland figures significantly in subsidiary entrepreneurship literature. Earlier research
focussed on electronics subsidiaries engaged within ‘competitive arenas’ in both external
product markets and internally for resources within multinationals (Birkinshaw et al., 2005,
p. 228). Subsidiary evolution necessitates engaging in risk-taking ‘entrepreneurial’activities
and seeking opportunities for expansion in new markets and product areas. Birkinshaw et al.
(2005) examined Motorola, who were present in East Kilbride, South Lanarkshire, as microchip
manufacturers from 1969 until 2009. The subsidiary competed internally for the right to
manufacture future generations of technologically advanced chips. This included gaining a
£500 million (this and all proceeding sums quoted as real value in 2020 pound sterling) in
production capabilities in 1994 and R&D activities which continued after the manufacturing
plant closed.?

The outstanding example of subsidiary development in Scotland has been IBM in Greenock.
Dimitratos et al. (2009) emphasise that the plant management was able to ‘assume’ roles,
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developing capabilities through connections with local suppliers, regional development agen-
cies and universities to gain product mandates. IBM Greenock opened in 1951, as a ‘branch
plant; producing tabulating machines for the British market. It obtained product upgrades,
including personal computer production, extensions to the subsidiary’s market remit and
responsibility for more processes such as testing and R&D over the next five decades. As IBM
divested from manufacturing, the Greenock operation reoriented by developing capabilities
in supply chain and customer management, technical support and software development.
Greenock retained an employment of 2,000 during the late 2000s, down from 2,500 at its
manufacturing peak, whereas Motorola’s employment fell from a similar peak to only 150 after
manufacturing closed, reflecting its more restricted capability development.

These conclusions build on Turok’s (1993, pp. 402-403) earlier study of inward investment
electronics plants, which distinguished between ‘dependent’and ‘developmental’ outcomes
for regional economic development. In the former:‘local clusters are weak nodes within a
wider network of powerful multinationals. The direct global connections expose local econ-
omies to volatile world markets making them vulnerable to forces of international compe-
tition’ (Turok, 1993, pp. 402-403). Turok concluded that Scottish subsidiaries were generally
characterised by such a relationship. This was a product of the ‘branch-plant character of
many foreign firms' (Turok, 1993, pp. 402-403) that lacked design or procurement mandates.
Turok (1993, p. 402) juxtaposed dependency to‘developmental’ outcomes which centre on
embeddedness within a regional economy that secures the subsidiaries’status and provide
spill-over effects. A developmental subsidiary establishes‘networks of sophisticated, inter-
dependent linkages, which support the expansion of local firms and generate self-sustain-
ing growth of a cluster as a whole’ (Turok, 1993, pp. 402-403). Clustering was associated
with both capability upgrading and subsidiary autonomy. IBM Greenock had such charac-
teristics. Alongside capability upgrading, the subsidiary operated a ‘permanent employ-
ment’ policy which enabled management to develop a more sustained engagement with
local suppliers. IBM’s autonomy allowed it to become ‘by far the biggest customer of local
suppliers’ of the thirteen largest electronics subsidiaries in Scotland (Turok, 1993, pp.
412-413).

Knox and McKinlay (2011, p. 266) have perhaps somewhat hyperbolically claimed that
‘the history of foreign direct investment [in Scotland] remains unwritten; and that this stands
as ‘a major lacuna in our understanding of Scottish economic development since 1945’ A
literature has evolved since the 1970s, largely from business management, but more recently
entering the field of history. This article diversifies the range of sectors by incorporating
household appliances and two of IBM's much smaller competitors who faced different chal-
lenges to the domineering bemouth of the computer industry. It switches focus towards
evaluating subsidiary development from a policy objective perspective. Following Turok’s
(1993) categorisation, this article examines the extent to which outcomes can be understood
to have been developmental or dependent. Developmental outcomes are understood
through the lens of the subsidiary entrepreneurship literature in terms of achieving func-
tional upgrades to downstream or upstream activities and exercising autonomy over product
development. Subsidiaries are assessed in terms of capability creation and the achievement
of product mandates and investment as well as control over the direction of resources and
marketing. Dependent outcomes are defined by subservience to core management deci-
sion-making through centralised control over resources and strategising, precluding func-
tional upgrades and entrepreneurial activities.
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Context and sources

Burroughs, Honeywell, Hoover and Sunbeam invested in Lanarkshire after being attracted
by regional policy incentives and Scottish Industrial Estates Corporation (SIEC) assistance
with factory construction. Hoover’s plant was located at Cambuslang in South Lanarkshire,
on Glasgow’s south-eastern periphery. Honeywell opened their new factory in 1955 at the
SIEC's industrial estate in Newhouse in North Lanarkshire, to the east of Glasgow. Sunbeam
and Burroughs both located their plants in New Towns established at East Kilbride in South
Lanarkshire and Cumbernauld in North Lanarkshire. Each subsidiary had origins in a policy
regime founded on the ‘widespread belief’ (Randall, 1985, p. 245) that major alterations to
Scotland’s industrial base would best be achieved by inward investment. Between 1953 and
1978 employment in established manufacturing concerns declined by 193,000, but over
150,000 jobs were created by incoming firms, over a third of which was accounted for by
FDI. These developments were the outcome of a sustained effort by policymakers.

The Scottish Office-commissioned Clyde Valley Regional Plan of 1946 outlined the mod-
ernising industrial strategy. Infrastructure development would connect new industrial
estates which would house light industries characterised by ‘footlooseness’ (Abercrombie
& Matthew, 1949, p. 94). The American economist, R.L. Meier, produced a report for the
Board of Trade in 1950 which hopefully pointed to regional policy initiatives which were
introducing ‘new industries’ in ‘light manufacturing’ sectors that would create a resilient
structure.> A more radical modernising agenda was pursued following a Scottish Committee
(Development and Industry) (SCDI) inquiry chaired by Sir John Toothill (1961, pp. 37-38)
who was the chairman of Ferranti, an English electronics firm that relocated to Edinburgh
during the Second World War. Toothill’s report was published during 1961. It advocated
releasing labour to ‘the newer industries’from contracting traditional sectors. Future pros-
perity would be secured by the development of a ‘modern mass-production engineer-
ing-based consumers’ durables industry’ Toothill prescribed a reorientation of capital
goods sectors towards computer production to facilitate a shift from imperial markets
towards Europe. The UK government established the Padmore committee to formulate a
policy response to Toothill report. It considered papers from outside experts, including a
submission by Sarah C. Orr from the University of Glasgow’s Department of Political
Economy that discussed SIEC estates. Orr underlined that‘a welcome emphasis on those
industries in which Scotland tends to be deficient, particularly medium and light engi-
neering;, and that it was ‘immigrant firms which tend to introduce new industries and new
methods of production’ She concluded that ‘growth on a large enough scale to solve
Scotland’s problem must rely heavily on immigrant industry if present growth trends per-
sist'4Ten years later, the SCDI observed that American multinationals were making‘a most
important contribution to Scotland’s economic revival’ through the introduction of new
products and processes and providing exports that trebled in value from around £1.6
billion to approaching £5 billion between 1964 and 1972 (Scottish Council Research
Institute, 1974) (Table 1).2

The next section traces the development of the four subsidiaries from their establishment
during the 1940s and 1950s until the peak of subsidiary employment during the early 1970s,
which was followed by contraction and divestment. Each case fits into the pattern of a
gradual build up and then a peak and subsequent retrenchment. However, crucial distinc-
tions between products and sectors, technological changes and corporate governance
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Table 1. Subsidiary characteristics.

Firm Sector Structure Duration Primary markets

Burroughs Computers and UK subsidiary. 1958-1986 European.
office machinery. Multi-plant

operation in
Scotland.

Honeywell Computers and UK then European 1955-present European.
office machinery. subsidiary.

Hoover Mechanical UK subsidiary. 1946-2005 UK then increasingly
household Inter-plant European and
appliances. competition. international

from 1980s.

Sunbeam Household UK subsidiary 1955-1983 European and global.
appliances, competing with
kitchen and other European
bathroom. subsidiaries.

determined the pace and extent of these developments. The case studies are developed
through files of Scottish Office correspondence. As this section demonstrates, policymakers
were crucial to bringing inward investment to Lanarkshire. Each case provides a long-term
vantage on subsidiary development using examples from the electronics and consumer
durables sectors.

Recent articles in this journal have implored business historians to more readily critique
their sources and assess the value of archival research (Perchard et al., 2017). All the files held
by the National Record of Scotland (NRS) relating to each firm were consulted. Additional
files were viewed from John Firn’s collection held by the Scottish Business Archives at the
University of Glasgow. Cumulatively, these records included correspondence between plant
management and policymakers across the duration of the subsidiaries that were studied.
They reveal the evolving perspective of Scottish policymakers over time, especially the devel-
opment of more critical assessments during the 1970s and 1980s as concerns over the via-
bility of subsidiaries and their entrepreneurial capacity grew. The focus on correspondence
between subsidiary managers and policymakers is a distinctive contribution to business
history and understanding subsidiary agency that builds on recent Scottish research.
Perchard and MacKenzie's (2021) study of the British Aluminium Company’s smelter in
Invergordon relies on correspondence between civil servants and senior managers. Phillips
et al’s (2019) study of Chrysler’s car factory at Linwood in Renfrewshire also uses notes of
discussions between plant-level managers and government officials but these limited obser-
vations supplement correspondence and minutes of meetings with trade unions and more
senior managers.

The vantage provided by the sources used in this article is unusual because they privilege
subsidiary level perspectives. Plant managers and Scottish civil servants had a shared interest
in functional upgrades and in sustaining subsidiaries’ internal competitiveness within multi-
national corporate structures. Regional policymaking had brought each plant to Lanarkshire
and these mutual goals embedded a candid relationship between officials and managers.
Subsidiaries did perhaps have an interest in overstating investment and employment prospects
to civil servants to encourage the belief that policy and subsidies were succeeding. However,
they were constrained in doing so by pressures to limit spending from headquarters. There



BUSINESS HISTORY 9

are several examples of critical comments from Scottish management about their superiors
in the two sections that follow, indicating that relationships with policymakers were strong
enough to sustain honest rather than prettified assessments. One limitation of these sources
is that they provide less clarity on the views of headquarters or competitor subsidiaries. These
are filtered through the perspective of managers and the civil servants who were committed
to Scottish subsidiaries. Future research using the archive records of headquarters as well as
those of subsidiaries and policymakers may be able to develop scholarship on the complex
relationship between the three parties that inward investment entails. Another significant
omission from the records was information about the extent of supplier relationships.
Embeddedness has been important to assessments of inward investment in Scotland and
spill-overs were present in policymaker deliberations, but less detail was present on the extent
of each subsidiary’s engagement with domestic firms.

There was more material related to Burroughs and Honeywell than Hoover and Sunbeam.
The former two electronics firms were engaged in high-tech forms of production. As is
discussed in more detail below, electronics became a key priority for Scottish policymaking.
A distinct pattern of subsidiary development was identified in each case and is explained
by dynamics and different firm governance structures. Hoover’s investment at Cambuslang
was undertaken by an established UK subsidiary and the firm competed with other factories
within the UK, including Perivale in London and Merthyr Tydfil in South Wales. By contrast,
Newhouse was Honeywell's first foreign production facility, giving the subsidiary a relatively
privileged position within the firm's structure. Burroughs'investment at Cumbernauld was
one of several plants in Scotland, whilst Sunbeam’s factory in East Kilbride competed with
other European plants for product mandates and market allocations.

Plant lifecycles

Each plant broadly fits into a lifecycle pattern of initial growth and expansion followed by
eventual retrenchment as location-specific assets were undermined by place-based com-
petition. Table 2 presents a stylised version of the subsidiaries’ development. Plant man-
agement and Scottish Office officials both had a shared interest in subsidiary development
and liaised with one another regarding expansion, exports, employment levels and state
support.

Hoover demonstrate an incremental build-up of employment and production. In South
Lanarkshire, the SIEC worked to the requirements of Hoover who rejected opening additional
capacity at the Newhouse industrial estate in favour of enlarging their site at Cambuslang.
The urgency behind this expansion and following the logic of agglomeration in Cambuslang
rather than the dispersal of activities to other sites, was rationalised in terms of competition
with other plants in Britain. Correspondence between the Scottish Office headquarters at
St Andrews House in Edinburgh and the Board of Trade’s office in Glasgow noted that
Hoover’s Merthyr Tydfil plant had already grown and that both plants could foreseeably
produce electric motors for vacuum cleaners and washing machines. As a result, ‘production
at Cambuslang must therefore keep pace with the expansion in Wales'® By 1974, 5,000 work-
ers were employed in South Lanarkshire and Hoover looked to set up new facilities nearby.”
This was achieved through production for export, which accounted for around half of the
plant’s output during the early 1970s.8
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Table 2. Subsidiary development.

Name Arc of growth Expansion Rundown

Burroughs Product and function Employment growth Employment lost through
upgrades including the between 1958 and the transition to capital-
development of more early 1970s. intensive production
advance manufacturing Development of a during 1970s.
and R&D capacity. white-collar managerial Closure following loss of

Designing and and R&D workforce. product mandates
manufacturing of during 1980s.
microcomputers.

Honeywell Achieved a central place in Plant and employment Since late 1970s the plant
Honeywell’s UK and expansion through has drastically reduced
then European investment in new the size of its workforce
manufacturing products and plant and continued to
operation. Incremental enlargement from late experience intermittent
investments in 1950s to early 1970s. fluctuations due to
high-tech production European exports and market pressures.
techniques has investment in context
maintained this status. of inter-plant

competition.

Hoover Development of an Expanding workforce and Plant closures, loss of
increasingly eventual growth of a product mandates and
sophisticated product multi-plant Lanarkshire concentration on fewer
line from motors to a operation from the products between the
range of mechanical mid-1940s to early late 1970s and
appliances. 1970s. mid-2000s.

Sunbeam Design and manufacture of ~ Factory extension and Loss of product mandates

arange of household
appliances.

employment expansion.

Achieving exports and
international product
mandates.

in inter-subsidiary
competition from late
1960s.

Closure following a
disastrous corporate
merger in mid-1980s.

Initially, Hoover expanded their Cambuslang facility in order to upgrade production
from fractional horsepower motors to manufacturing Floor Polisher vacuum cleaners.’ By
the late 1960s, the plant was still producing washing machine parts as well as fan heaters,
cylinder heater, kettles, irons and hairdryers.'® However, this marked the peak of the firm's
Lanarkshire operations. During 1979, the workforce at Cambuslang declined to 2,902, whilst
the operations established nearby in Motherwell and Hamilton were shut down.'" Inter-
plant competition had a marked impact on the development of the Cambuslang subsidiary.
Its survival was threatened during restructuring that followed a long profitability crisis
during the late 1970s and early 1980s. The development of increasingly advanced produc-
tion techniques at Cambuslang helped to save the factory when Hoover - following inter-
vention from the company’s head office United States — decided to close the Perivale plant
in London and maintain production in Lanarkshire (McDermott, 1989). However, the per-
ceptions of the threat posed by Merthyr Tydfil in 1950 were realised in the 1970s as wash-
ing-machine component production was rationalised and concentrated there. Cambuslang’s
rundown of employment in the lead up to closure during the mid-2000s came alongside
the creation of additional jobs at the Welsh plant.’?> Hoover was distinguished from the
other case studies by its strong dependency on Britain. In the mid-1960s, the UK accounted
for over half the firm’s total sales. By the 1990s, Cambuslang was also engaged in compe-
tition on a European basis both internally and externally. The plant succeeded in beating
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French competition to become Hoover’s sole vacuum producing facility in Europe, under-
lining the importance of continental production mandates to subsidiary success and
failure.’

Honeywell displayed the favourable indicators which policymakers sought from subsid-
iaries. It achieved employment expansion, upgrades in technologically advanced production
processes and products as well as major export potential. This was based on the first-mover
advantages enjoyed by Newhouse within Honeywell’s international presence and the plant’s
influence within the firm’s British operation. As early as 1962, Honeywell's American Managing
Director, C.W. Spangle, claimed that the company’s Scottish subsidiary had ‘always operated
as though the Common Market were a reality;, underlining the importance of European
exports to the Newhouse plant.' Despite Britain's entry to the EEC being delayed by over a
decade to 1973, the subsidiary was still able to achieve a major upgrade from electronic data
processing to computer production. This investment came with plans to raise the proportion
of components manufactured locally, increasing the share of local value-added within
high-technology products.’™ In 1971, Scottish Office officials noted the presence on
Honeywell’s British Board of a Mr Offord, who they described as ‘a Scottish product’ Civil
servants indicated that the Newhouse plant enjoyed his patronage in the firm’s hierarchy.
Joining the Common Market created opportunities for the plant at Newhouse, which was
responsible for ninety per cent of Honeywell’s UK manufacturing output. Newhouse was
also well-placed to benefit from a new collaboration with General Electric in Brussels.’®

Due to its survival and achievement of product upgrades, Honeywell is perhaps the most
likely candidate for‘developmental’status among the plants studied. Newhouse won major
product mandates, such as the production of ‘giant’ 6000 Series computers in 1972, which
went on to obtain 100 orders valued at a billion pounds.'” In 1974, the Lanarkshire plant was
recognised as ‘the European manufacturing centre for the bigger computers’ produced by
the firm. It made leading products including the new 60 Series computer, as well as magnetic
tape drives and printers.'8 These incremental additions bolstered the plant’s status when it
came to winning investments that secured the factory’s future in competition with other
subsidiaries. Honeywell’s commitment was also visible through significant investment in
the Newhouse plant during 1979 which included an upgrade to the die-casting foundry as
part of a European rationalisation programme. Whilst it did not create additional jobs, these
developments secured future employment for eighty workers and expanded capacity to
supply other European subsidiaries with components.’® Additional investment also saw a
High Technology Unit open at Newhouse in late 1979 which would produce two new printed
circuit boards and constituted ‘the most up to date electronics production unit in Europe’?°
These developments achieved key goals by making Newhouse central to Honeywell’s
European production and securing important high-tech and high value components pro-
duction in-house in Scotland. They were secured through a successful track record and the
Newhouse subsidiary status in the firm’'s operation, which was personified by Offord’s
standing.

Burroughs paralleled Honeywell in terms of its product markets and arc of development
being overladen by labour-saving production technologies. The Cumbernauld plant also
produced office machinery but was one of several operations within Scotland. Burroughs
began production at Cumbernauld in 1958, after opening a plant in the Vale of Leven in
1950 and before establishing another in Fife during 1959.%" These investments indicate the
importance of regional policy grants to Burroughs. Each of these factories was established
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in an area eligible for funding from the UK government. The Lanarkshire subsidiary devel-
oped in the context of cooperation and competitive pressures between the Burroughs fac-
tories in Scotland. However, there was a greater fear that this complex of plants faced a
larger threat from south of the Anglo-Scottish border. Burroughs established a plant at
Cramlington New Town in the North-East of England.?? As electro-mechanical production
gave way to electronic machinery, employment fell sharply. Burroughs’ Managing Director
bluntly informed Scottish Office officials that it was ‘impossible to arrange for an orderly
run-down of product lines'??

Competition between plants also provided opportunities for the Cumbernauld factory
to engage in product development. The plant pioneered production capabilities in adding
machines, computer terminals and microcomputers, which assisted its survival during the
1970s. Although experiencing severe layoffs, employment at Cumbernauld also became
more R&D-intensive as the subsidiary achieved functional upgrades. The B80 mini-computer,
which was ‘designed and engineered’ in Cumbernauld, was presented as ‘one of the main
products of the future’ by the plant’s general manager in 1978.24 These achievements came
after the disruption caused by the switch from electro-mechanical to electronic production,
indicating that whilst this transition came at the cost of jobs it also created important oppor-
tunities. Profits rose from £29 to £58 million between 1976 and 1978, as the factory was
bolstered by orders from British and foreign banks. By 1978, 600 of the plant’s workforce,
one third, were employed in R&D.?* In Burger et al’s (2018, p. 109) terms, this represented a
significant expansion in the ‘scope’ of employee distribution from the factory’s origins in
product assembly, and a new ‘breadth’ of activities towards higher value-added functions.
As is discussed below, future success in functional upgrading was dashed at Cumbernauld
and the plant fell victim to company management decision making, much to the chagrin
of plant managers who regarded their operation as a success. The plant’s development
displayed a contradiction between the relative autonomy that the factory was afforded in
developing capabilities and the power over resources and products mandates retained by
top tier management in the United States.

Sunbeam remained US-oriented and rose to become the dominant firm in domestic
appliances, displacing Hoover as it reached annual sales in excess of £2 billion by the late
1970s.26 The East Kilbride plant was part of the firm's expansion, but reliance on international,
and particularly European, markets also came at a heavy cost to the Scottish subsidiary. In
1960, Mr Bylund, the plant manager, reported to a Board of Trade official that he was con-
cerned that half of total production was exported. Products including electric irons were
sold all over the world, including the United States and within the EEC. The latter provided
a strategic orientation for the factory within the firm but was also the basis for internal
competition.?’ Bylund thought selling sixty per cent of production in the UK would provide
greater security by incentivising Sunbeam to invest in its British production and that the
firm should prioritise penetrating the domestic market. Events over the next ten years val-
idated his concern, especially following the UK’s failure to join the Common Market during
the 1960s. The plant recovered from the mid-1960s overproduction of domestic appliances
by introducing new products and expanding its workforce, which had reached 800 by 1967.
In 1966, Sunbeam commenced a factory extension to produce the Shavemaster and an
electric carving knife.?®

By 1971, however, the workforce had contracted to 350. Local management was ‘openly
critical of the Sunbeam organisation” which ‘invited direct competition between its own
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plants sometimes on an unfair basis. They were especially condemnatory of the decision to
hand over all Common Market production to the Italian subsidiary, which was also awarded
a product mandate for a food mixer said to be near identical to the model previously designed
and produced in East Kilbride. The plant was left dependent on a limited and dated set of
products and cut off from a key export market, which was seen as evidence of American
management’s plans to wind-up the SIEC factory when the lease expired in 1977.2° Despite
these setbacks, the East Kilbride plant appeared to win this struggle by becoming ‘the sole
manufacturing base for Sunbeam products in Europe’in 1981.3°These developments demon-
strate the importance of Europeanization to subsidiary development in Scottish appliance
manufacturing during these decades. Sunbeam tolerated competition between plants on
a basis that permitted functional upgrades and R&D but also left plants vulnerable to the
sudden and unpredictable rewarding of product mandates. The East Kilbride factory closed
just two years later in the context of a sharp profit squeeze and international corporate
restructuring. Closure followed Sunbeam’s disastrous merger with Allegheny, who began a
fire sale of assets, an outcome that confirmed the ultimately highly dependent nature of the
subsidiary (Rosenberg, 2008).%'

Sunbeam exhibited similar trends to those visible at Burroughs, Hoover and Honeywell.
Competition between plants for investment and product mandates determined subsidiary
success and failure. Each case study demonstrates some dimensions of a subsidiary lifecycle
through a period of growth before employment peaked and other plants grew at their
expense. Plant building by the SIEC was important in attracting investment. The European
Common Market encouraged both entrepreneurial opportunities and threats as multina-
tionals rationalised continental production during the 1970s and 1980s. Newhouse's status
within Honeywell’s evolving European presence enabled it to survive. Significantly, Burroughs
and Sunbeam both enjoyed functional upgrades through developing R&D capacity and
undertaking product development which generated significant export revenues. These
achievements question the designation of Scottish subsidiaries as branch plants confined
to volume production activities. Honeywell obtained upgrades to its manufacturing pro-
cesses as it benefitted from Europeanization. Internal competition was governed according
to different logics, with Hoover largely competing with other plants in the UK, which was
also the case with Burroughs, but Sunbeam principally faced competition from subsidiaries
elsewhere in Europe. Where Scottish subsidiaries were able to secure nodes in European
production processes, they were made more secure and received upgrades, which was a
shared policymaker and management objective.

Barriers to subsidiary development

Scottish policymakers expressed disquiet about the competitiveness of inward investors in
world markets and over subsidiaries’internal position from a relatively early stage. A Scottish
Economic Planning Board (SEPB) official, A.W. Teel, noted that between 1962 and 1967
engineering redundancy rates more than doubled, from below to above average for the
Scottish workforce. The biggest concentration was in the‘other machinery’ category, which
largely consisted of electronics and electrical engineering. Between 1962 and 1966, Scottish
employment in electronics increased by over fifty per cent, approaching four times the
overall British rate, but Scotland’s share of industrial R&D fell relatively and absolutely. Teel
pessimistically concluded that ‘at least to some extent the trends result from structural
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factors such as the large number of branch factories in Scotland in these growth sectors of
industry controlled from headquarters elsewhere’. Large new factories provided intermittent
employment but were not developing either the stability or capabilities for Scotland to
effectively develop new mass production sectors. Teel felt this was particularly ‘disturbing
because of the great emphasis we have attached to the long term change in the Scottish
industrial structure, resulting from the increase in modern science-based engineering and
electrical industries'3? Instability was transmitted from world markets to Scottish subsidiaries.
Both Honeywell and Burroughs struggled to compete with IBM in the mainframe market,
which increased the pressures felt by their Scottish subsidiaries and lessened their capacity
to engage in the entrepreneurial activities visible at IBM’s plant in Greenock. Their vulnera-
bility concerned members of the Scottish Economic Planning Department (SEPD), which
succeeded the SEPB in 1975, and was responsible for areas of economic policy devolved to
the Scottish Office. They noted that Burroughs held less than four per cent of the world
computer market and was ‘dwarfed by the giant IBM;, who held a majority.3* The same was
also true of Honeywell which held around five per centin 1970, when IBM’s share was seventy
per cent (Hood & Young, 1982).

Burroughs’ Cumbernauld plant lacked autonomy in both labour relations and product
mandates. These coalesced to undermine subsidiary development during the early 1980s.
lan Small, the union convenor for administrative employees, stated his opposition to senior
management’s treatment of the factory: ‘the plant has been sold down the river. Products
in demand have been artificially killed off by a management based on the other side of the
Atlantic’3* Eugene Merlino, a Burroughs Vice President, demonstrated a combative attitude
towards the Cumbernauld workforce during 1980 when he met SEPD officials on a visit to
the United States and complained about rising British wage rates. Further investment in
Cumbernauld was dependent on a‘considerable improvement in industrial relations, mean-
ing, in effect, less recalcitrance from the workforce. In this spirit he called for the British
government to ‘legislate for the enforcement of contracts in the event of strike action’3®
Edward Henderson, the general manager at Cumbernauld, had a very different attitude
when he met SEPD staff in 1982. They reported that senior management in Detroit had raised
concerns over absenteeism and productivity at the plant. Henderson emphasised the dis-
ruption caused by headquarters’decision to insist that redundant workers must see out their
three months in lieu, which went against standard procedure. Before the redundancies,
performances had been ‘first rate; at least level with or surpassing US plants. Cumbernauld
had also been characterised by low strike propensity in recent years as the factory recovered
from the instability of the early 1970s to turn healthy profits.>

The centrality of low wages to FDI was also inferred by a 1974 investigation into Burroughs
by the Department for Industry which confirmed Britain was seen in a favourable light due
to having unit labour costs at only three quarters of American rates. This made Scotland an
‘attractive manufacturing base’ with potential to develop semiconductor production. The
same report noted the low value of production relative to turnover, indicating a heavy reli-
ance on externally produced components.?” Scotland’s electronics sector struggled to meet
the technical requirements of workforce demands later in the decade. It lagged behind
American productivity rates but also had a better industrial relations record. Despite this,
Merlino was far from isolated in his view of Scottish workers. An SDA official glibly noted the
‘uninformed preconception of [Scottish] labour militancy on the part of US companies’3®
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The presence of similar priorities is clear from other cases. Correspondence between
Board of Trade employees in 1960 related to Sunbeam stated that‘costs in Scotland compared
favourably with those of any other Sunbeam manufacturing unit’3° Sunbeam East Kilbride
had a world market remit but was mostly directed towards British and other European sales.
Like Burroughs, it shared the vulnerability to external control emphasised by the ‘branch
plant syndrome’ analysis, which was confirmed in its closure during a period of intense
corporate restoring discussed above. Closure at Hoover’s Cambuslang plant in 2006 followed
the firm being taken over by the Italian company, Candy. An older pattern of internal sub-
sidiary competition with UK and European factories gave way to a new emphasis on core
competences and a strategy of East Asian investment. The Cambuslang plant’s traditional
strengths in production and enduring support from Scottish policymakers were no longer
cost competitive.*

These Lanarkshire experiences demonstrate the limits that corporate structures can
impose on subsidiary development. During the late 1970s, the SEPD concluded that
Burroughs wasrigidly centralised; with its Detroit headquarters dictating product develop-
ment and investment. The plant remained dependent on the US for specialised microchip
production with British operations confined to simple varieties. Clear limits were placed on
the autonomy of the subsidiary’s R&D.*' Despite Cumbernauld’s record of success in product
innovation and support from Burroughs’ British headquarters, the subsidiary did not win
rights to develop and produce a plasma display panel in 1979. J.F. Hardwick, of Burroughs'
British senior management, who had been liaising with the SEPD over the project, wrote to
the department expressing disappointment. He commented that ‘it would have given me
great pleasure to see such a facility provided in Scotland; but Detroit was unwilling to
proceed.*?

The Cumbernauld plant ultimately closed during 1986, after production of the A5 main-
frame computer, which had been developed on site, was moved to the United States, and
Scottish production was concentrated in Livingston.** This confirms Scottish subsidiaries’
vulnerability to centralised decision-making and weakness in establishing autonomy even
where they had secured functional upgrades. The West Lothian factory closed soon after,
during European restructuring in the early 1990s. Unlike Cumbernauld, the Livingston plant
was restricted to producing products designed and also manufactured elsewhere.** These
trends matched the SDA’s concerns about the rise of international competition in the 1980s.4
Booz Allen Hamilton (1979) wrote a consultancy report for the SDA about the future of the
Scottish electronics sector. It highlighted declining product lifecycles alongside increasing
R&D costs and complexity as factors encouraging production rationalisation and the turn
towards continental and global production strategies. In 1982, Scottish civil servants assessed
Burroughs as an example of a Scottish subsidiary that had succeeded in obtaining global
product mandates, but risks were emphasised to plants which relied on imported microchips.
These developments confirmed that ‘big is beautiful’ was the dominant perspective at
Burroughs. Cumbernauld was closed in the context of ‘worldwide rationalisation’and con-
centration.* The earlier space that had been provided for product development on a smaller
scale disappeared during the early 1980s and headquarter halted attempts to obtain greater
resources.

Honeywell’s High Technology Unit investment in 1979 was a positive example of a
Scottish subsidiary achieving functional upgrades through rationalisation, but the experi-
ence was also revealing in its limitations. Tensions within Honeywell’s corporate structure
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meant that reported project costs had to be minimised in order to retain support from US
shareholders. This presentation came at the price of less public financial support, which was
calculated as a proportion of total spending. The project did not entail significant R&D devel-
opment either.*” Honeywell’s tight integration with the company’s international supply chain
also minimised spill-over benefits and reduced local embeddedness. It was not among the
major subcontractors to Scottish electronics firms, unlike IBM, whose Scottish management
enjoyed greater autonomy.*® Newhouse's vulnerability to economic shocks and its continued
role in providing additional production capacity that can be readily cut back was confirmed
in 2009 when 80 of a workforce of around 1,000 were made redundant due to the impact
of recession. Honeywell’s Corporate Communications Manager for Europe, Middle East and
Africa, Zekie Dennehy, rationalised this decision by emphasising Newhouse’s status as a
plant where employment regularly fluctuated with demand cycles:‘This is normal ongoing
business practice to ensure we optimise our manufacturing operations and keep costs down
in line with expected demands’#

These findings support Firn's (1975, pp. 164-166) conclusion that the‘branch plant’status
of subsidiaries diminished ‘the power of Scotland to shape or even strongly influence her
own economic future’ Dependent outcomes resulted from the location of ‘central office
functions’ (Firn, 1975, p. 164) relating to product development, production levels and pro-
curement within distant headquarters. Market fluctuations were ‘transmitted’ (Ibid) to sub-
sidiaries in the form of employment instability. In the cases of Burroughs and Sunbeam it is
significant that product development and R&D took place in the plants. These developments
demonstrate capability advancement beyond the confines of a branch plant. However, there
were limitations, including an ongoing dependency on the capabilities of other subsidiaries
and an inability to win or maintain product mandates. Those experiences resemble the
wielding of centralised power over subsidiaries more closely than the mutual dependencies
of an integrated network. Where subsidiaries produced innovations, they could be striped
of the benefits. The loss of products mandates at Hoover, Sunbeam and Burroughs under-
mines the extent to which they can be understood as achieving ‘developmental’ outcomes.
Entrepreneurship and capability development were undermined by headquarters decisions
which limited autonomy. Market pressures and the tendency of core management to deny
plant managers the capacity to pursue entrepreneurial activities prevented the sustained
realisation of subsidiaries’ potential to obtain functional upgrades.

Spill-overs and competition

Subsidiary development was inhibited by international competition whilst the spill-over
effects secured from inward investment were relatively limited. Comments from Burroughs
during the 1970s demonstrate how an ambitious plant management that was committed
to developing the firm’s presence in Scotland faced difficulties in embedding their subsidiary
within the surrounding economy. They reported a‘lack of suitable suppliers’and an‘absence
of good quality labour; leaving them dependent on imported components and unable to
upgrade production processes Furthermore, the absence of a continental airlink to Glasgow
and customs facilities retarded the growth of exports.>® The Cumbernauld plant also had to
source important components including discs from elsewhere in the firm.>" These factors
may have shaped the eventual awarding of product mandates to rival subsidiaries. Burroughs
was typical of the broader Scottish picture. In 1979, the SDA estimated only twelve per cent
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of electronics components were sourced in Scotland and only a third of subcontract work
was completed in Scotland.>> The SDA concluded that Burroughs and Honeywell viewed
their Lanarkshire factories as low-cost ‘feeder plants designed to assemble products in high
volume'without significant R&D or marketing functions.>> Aside from IBM, there were other
contrasting cases of inward investment in Scotland such as National Cash Register’s (NCR)
operation in Dundee which had ‘full product autonomy’ and acted as a ‘world centre’ for
ATMs. By 1986, the year that Burroughs closed its Cumbernauld plant, manufacturing labour
had fallen to under half of the total workforce after thirty years of production.>* NCR’s con-
tinued presence in Dundee is testament, like IBM, to the success of subsidiaries which
achieved functional upgrades in the context of a decentralised multinational with a
world-leading market share (Tomlinson et al., 2022).

Scottish policymakers were aware of challenges to realising spill-overs from inward invest-
ment. In 1980, the SDA sought to extend technical education in colleges and universities
and to include training providers in its negotiations with potential investors.>> They also
emphasised the 'need for action to curb foreign imports; and develop domestic capacity to
manufacture printed circuit boards, which Honeywell demonstrated could be achieved.>®
Earlier action on these lines, combining workforce technical training with more assistance
to domestic firms in linking up with supply chains may have improved Scottish spill-overs
and the long-term viability of subsidiaries. Recent research has suggested workforce training
initiatives are one reason that German electronics subsidiaries have proved more enduring
than their Scottish counterparts (McKeeman, 2020). These policies assisted the development
of new capabilities which sustained functional upgrades and competitive advantages that
were more difficult for competitors to imitate. A criticism that emerges from the approach
to Scottish research and training policy, including significant investment in academic
research around Edinburgh, is that it was comparatively distant from the requirements of
the wider Scottish electronics sector. In addition, it lacked the capacity to scale up or support
potential suppliers to large plants.>”

International competition, as opposed to threats from within the UK, were ultimately
dominant in the lives of the case study subsidiaries. Scottish policymakers were broadly
successful in supporting plants competing with rivals in the UK. Burroughs’ closure of their
Cumbernauld plant is best seen within a phased retreat from Scotland in the context of
recentralisation, rising development costs and shorter product lifespans than as a solitary
closure. Ireland’s Industrial Development Agency came to represent a pertinent threat to
Scottish subsidiaries. An SDA report from 1978 referred to their Irish counterpart’s ‘sophis-
ticated and tenacious effort’ to achieve electronics investment in a context where they
possessed considerably greater policy autonomy.>® After Ireland beat Scotland to a major
investment by Amdahl in 1980, John Firn concluded that‘losing this case is symptomatic
of our problems’ before going on to underline the importance of retrospective approval
to Irish successes and Scottish failures.>® Earlier the same year, the SDA’s Chief Executive,
Lewis Robertson, had stated that Ireland was ‘being pulled out of what is essentially a
peasant economy’®° His comments can be read as both patronising but also an anticipation
of the competition Scottish subsidiaries faced from newly industrialising countries in the
following decades. Alongside the more focussed criticisms of policy in this section, a more
generalised one is that, especially as electro-mechanical engineering gave way to elec-
tronics, Scotland’s substantial industrial tradition offered few advantages. The approach
to inward investment Toothill championed included abandoning considerable domestic
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engineering capacity and the SDA was left attempting to rebuild connections later, as
international competition grew for the lower value-added roles that predominated in
Scottish subsidiaries. It was not that Scottish plant managers were unwilling to pursue
developmental approaches, but their positioning both within their parent firms and
Scotland’s industrial structure did not favour them.

Conclusion

This article’s findings contribute to debates on the development of Scottish subsidiaries by
focussing on the perspectives of policymakers and their interaction with subsidiary manag-
ers. From this vantage, a qualified support for the earlier branch plant syndrome perspective
is presented. The case studies demonstrate a concentration in low value-added assembly
activities. However, policymakers were aware of these dangers and in at least some cases
plant management did engage in innovative and entrepreneurial activities, as is exemplified
by product development at Burroughs and Sunbeam. The centralisation of multinationals
and the undertaking of continental and then global restructuring both created opportunities
for and threats to Scottish subsidiaries. Although they faced competition within Britain,
generally Scottish policymakers were adept at supporting subsidiaries in contests against
factories in other parts of the UK. International competition was more difficult, especially
where this involved competing against plants that enjoyed privileged access to markets,
such as when Sunbeam lost its product mandates to an Italian subsidiary before the UK had
joined the EEC. Later job losses and failure to attract subsequent investment followed two
trends. The first was competition based on the incentives and on lower wages offered by
competitors such as Ireland from the late 1970s and, later, emerging market economies. A
second was European and then global rationalisation. Episodes of rationalisation presented
opportunities, especially at Honeywell. The Newhouse plant was able to secure several
phases of investment and become a key node in European production. By comparison,
Burroughs lost out as space for comparatively autonomous R&D disappeared. Policymakers
will benefit from anticipating these rounds of reorganisation or at least understanding where
a subsidiary is situated within international production and attempting to entrench it within
identified niches.

Three important factors have been identified that condition success and failure in sub-
sidiary entrepreneurship. Firstly, a multinational’s strength in product markets is essential
to developing the scope for functional upgrading. IBM's domination of the world computer
market created the slack that allowed its Greenock operation to achieve capability upgrades.
By comparison, Burroughs and Honeywell were constrained by their firm's much weaker
position. Both subsidiaries resultantly experienced employment instability and product
market weakness that prevented the plants becoming more strongly embedded within
Lanarkshire. Secondly, a subsidiary’s relative internal strength within a national or global
region context is important in determining future investment during rationalisation.
Honeywell Newhouse’s status as a marquis investment allowed it to benefit from
Europeanization strategies. Hoover and Burroughs competed with other plantsin a UK and
then European setting, whilst Sunbeam largely faced competition from sister European
plants. Success and failure in competition for product mandates were essential to determin-
ing plant survival or closure. Thirdly, firm governance structure had a major effect on whether
subsidiaries could successfully exercise entrepreneurial agency. The extent of centralisation
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and mechanisms for managing competition between subsidiaries were key factors. Both
Sunbeam and Hoover experienced major corporate restructuring following takeovers, which
significantly diminished their ability to compete internally. Cost control imperatives influ-
enced investment in capacity at Honeywell and Burroughs, limiting the level of state assis-
tance that the plants could obtain. These trends were most clearly marked at Burroughs.The
Cumbernauld factory was closed after it lost product mandates for a computer designed at
the plant and it was also prohibited from undertaking cutting-edge R&D. Sunbeam similarly
lost the benefits of local R&D as part of the corporation’s Common Market policy which
reassigned product mandates to the Italian subsidiary. There is a strong coalescence between
these factors. Where a subsidiary enjoys autonomy and is integral to the development and
production of competitive products it has the resources to adapt effectively. In a Scottish
context, the evolution of IBM and NCR demonstrate that, as does Honeywell.

Policymakers must be alert to these dynamics when attracting investment. Spill-overs
are far from guaranteed and their extent is also strongly dependent on the domestic indus-
trial structure as well as upon the capabilities developed within a subsidiary. It is notable
that the extent of embeddedness developed at IBM surpassed Burroughs and Honeywell.
IBM’s engagement of local suppliers is indicative of subsidiary successes and autonomy.
However, Burroughs' development was hampered by struggles to obtain suitably qualified
labour and components which was part of a larger trend. Early policy attention to workforce
training and to developing a supply sector is crucial to obtaining benefits from inward invest-
ment. Those considerations should shape discussion on the decision to prioritise particular
sectors over others, with an emphasis on how they match up with existing capabilities.
Subsidiaries can only be as enduring as the local and national environment in which they
develop allows them to be.
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