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Abstract

This paper analyzes the success story of indigenous company, namely Kultorn Kirby, the

world’s seventh largest reciprocating compressor. The paper’s focus is on how the firm
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builds its technological capability as a key supplier in electrical appliance production
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network. The key finding highlights how indigenous firms made use of being a supplier for
multinationals’ affiliates in electrical appliances and the established joint venture with the
world leading compressor manufacturer (i.e. Kirby). Gains from these foreign firms are not
automatic but depending on learning effort.  Stringent requirements imposed by these
foreign firms are another force to make firms alert to innovation and productivity
improvement activities. Experience on R&D investment of the company suggests that it was
driven by vision of firm’s owner and the company’s financial capability. A firm must perform
well in the current operation to earn adequate total profit for risky investment projects like
R&D. Occasionally, R&D undertaken is not innovation or new product development but due
to the request by customers and regulation changes. Better understanding about R&D
activities, including more-than-one-year duration, risky project, failure analysis, is needed to

re-designing policies to promote the activities at the firm level.
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