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PREFACE

The World Directory of Multinational Enterprises is the first directory of its type dealing
exclusively with firms that control important foreign investments. As such, the Directory
focuses attention on an increasingly important, and as yet imperfectlv understood, pheno-
menon in the world's international economic relationships. Profiles on 430 major multina-
tional enterprises, accounting for over 80% of the world's stock of foreign direct investment,
are presented. The Editors have concentrated on providing an easy-to-read text that
identifies the salient factors contributing to each firm’s strategy both at home and abroad.

The company profiles have been designed as a starting point for review, not as a full and
detailed assessment for all the companies’ many and complex activities. The Directoryshould
not, therefore, be regarded as a substitute for the full documentation provided by each
company under the various national disclosure requirements. Instead, the Directory consti-
tutes a readily accessible document that will point the way for those who wish to undertake
more detailed study. A standard format of presentation has been developed by the Editors to
provide consistency of approach.

The data presented have been drawn directly from information made public by each
company in their annual reperts to shareholders, in their reports to such bodies as the
Securities and Exchange Commission in the USA, and in their genera! publicity. Because the
companies included in the Directory have their headquarters in many different countries,
each with its own reporting practice, the nature and comprehensiveness of such reporting
varies widely. Such variation has inevitably meant that data on some items is absent from
some profiles. Furthermore, reporting practice has been changing rapidly. Much more
information is now publicly made available than was the case five years ago. Thus, there are
many blariks in the earlier years in the five-year summaries of financial and operating
statistics.

The Editors wish to acknowledge the assistance received from officers of many of the
companies included in the Directory. Though it was not possible in all instances, the majority
of the profiles have been checked, amended and amplified by company personnel. The
Editors have exercised their judg t in some of interpretation, but not of fact.
Any errors and omissions remain their responsibility.

Production of a directory of this nature is necessarily a team effort. Based on initial work
by the Economist Advisory Group, most of the project has been carried out at the London
and Wharton Business Schools and at the University of Reading. Nicola Copplestone has
been responsible for coordinating the data flows. Bob Pearce helped prepare the iables in
the introduction and at the end of the book. Azar Jammine, Jose Charles, Richard Poulden,
Birge Watkins and Veronica Kennard have made notable contributions in preparing drafts,
as have Wendy Adams and Melinda Smal'wood in turning drafts into readable texts. Lysa
Schwartz of Macmillan Reference Books provided editorial and other support far beyond
the normal call of duty. Their help and enthusiasm in turning an idea into a reality is most
gratefully acknowledged.

London Joun SToPFORD
June 1980 Joun DunnNinGg
KLaus HABERICH



INTRODUCTION

PART1

‘The Scope and Pattern of Multinational Enterprise Activity in the Late 1970s

While there are no officially published estimates of the number of corporations which have direct investments
outside the countries in which their headquarters are based, data collated by the UN Centre on Transnational
Corporations amd extracted from Who Owns Whom,' suggest the figure in 1977 was over 10,000, These
il enterprises (MNEs) had an equity interest, sufficient to give them some de facto control over
dewvivion taking an et beast 82,266 foreign affiliates engaged in resource based (extractive and agricultural)
nuanutsctuning und service activities, Of these, as Table 1 illustrates, 74.4% were located in developed countries
and the rest in developing countries.

mult

Table 1 Distribution of Parent C jes Based in Developed Market E jes and Their Foreign
Affiliates, by Country and Country Groups, 1977

Parent companies Foreign affiliates of developed market economy-based Hirms in:
Developed market
Total affiliates i Developing

% % % %

Home country Number of total Number of total Number of total Number of total
United States 2,826 263 26,884 326 19,255 31.4 7,629 36.3
United Kingdom 1,706 159 21,803 26.5 16,277 26.6 5,526 26.3

Crermany, Federal

Republic of 1.450 13.5 6812 B3 5,582 9.1 1,230 58
Switzerland 871 8.1 3.698 4.5 3168 5.2 530 2.5
Netherlands 622 58 3951 48 3 5.1 Ra0 4.0
France 5949 5.6 4,103 S0 2,736 4.5 1,367 6.5
Canadz 452 4.2 2,450 3.0 1.966 32 484 2.3
Japan 382 36 2407 3.0 1.161 1.9 1,246 59
Others 1.81% 17.0 10,158 12.5 7.969 13.0 2,189 10.4
Taral 100,727 100.0 #2266  100.0 61,225 100.0 21,041 1000

Source: United Nations Centre on Multinational Corporations, based on data contained in Who Owns Whom,
1978 edition.

This Direciory is concerned with detailing the activities of some 430 of the world's largest industrial MNEs in
1978, in 21 of these the State has an equity interest. It is estimated that these corporations—Iless than 5% of all
MMEs—account for, at least, three-quarters of all foreign affiliates and about the same percentage of foreign
mvestment, Most of them own assets in a large number of host countries, and are very different in kind and scope
1o the great majority of MNEs which operate in one or two host countries.” They are all among the largest 500 US
industrial and 500 non-US industrial companies* listed in the 7 May and 13 August 1979 editions of Fortune, and
their degree of foreign involvement (the percentage of sales of foreign affiliates to third parties as a percentage of
the worldwide sales) is set out in Table A at the end of Volume 2. Here, it can be seen that about 40% of the
MNEs derived 25% or more of their sales from their foreign activities in 1978 and the balance between 5% and
25%.

Orther caleulations by the UN Centre on Transnational Corporations set out in Table 2 suggesi that the value
of the stock of direct i by MNEs of developed market iesin 1978 was $369 .3 billion. By the end
of 1940, this figure is likely to have risen to well over $400 billion. In 1978, the US was the leading country of
wrigin accounting for 45.5% of the toal direct investment stake—azlthough its share has been falling since the
early 19005, Over the last decade and a half, Conti 1 Eurof MMNEs, foll i by J and, most
recently of all, those from some developing countries (not included in Table 2) have become relatively much
more important. By the end of 1978, the UK was still the second largest direct overseas investor, but its position
was being strongly challenged by Japan and West Germany, whose combined share of world investment was
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Table 2 Stock of Direct Investment Abroad of Developed Market Economies, by Major Country
of Origin, 1967-1978

Billions of dollars, end of

Country of origin 1967 1971 1973 1975 1976 1977 1978
United States 56.6 82.8 101.3 124.1 136.8 149.8 168.1
United Kingdom 17.5 23.7 26.9 30.4 318 36.8 41.1
Germany, Federal Republic of 30 7.3 1.9 16.0 199 248 318
Japan 1.5 4.4 10.3 159 19.4 22.2 26.8
Switzerland 5.0 9.5 11.3 17.6 254 25.4 24.6
Netherlands 11.0 138 15.4 19.0 20.3 219 23.7
France 6.0 7.3 8.8 1.1 1.9 13.1 14.9
Canada a7 6.5 7.8 10.4 11.4 12.1 136
Sweden 1.7 24 3.0 4.4 5.0 5.6 6.0
Belgium-Luxembourg 2.0 2.4 2.9 3.6 39 4.8 5.4
Ttaly 21 3.0 32 33 29 i 33

Total above 1o 1631 202.6 255.8 2887 319.6 359.3
All other (estimate) 4.0 5.0 6.0 7.2 7.8 9.5 10.0

Grand total 114.1 168.1 208.6 263.0 296.5 329.1 369.3

Percentage distribution

Country of origin . 1967 1971 1973 1975 1976 1977 1978
United States 49.6 49.3 48.6 472 46.1 455 45.5
United Kingdom 153 14.1 12.9 1.6 1.7 11.2 11.1
Germany, Federal Republic of 26 43 57 6.1 6.7 7.5 B.6
Japan 1.3 2.6 4.9 6.0 6.5 6.7 73
Switzerland 4.4 57 5.3 6.7 8.6 7.7 6.7
Netherlands 9.6 8.2 7.4 7.2 6.8 6.7 6.4
France 53 43 4.2 4.2 4.0 4.0 4.0
Canada iz a9 a7 4.0 38 37 a7
Sweden 1.5 1.4 1.4 1.7 1.7 1.7 1.6
Belgium-Luxembourg 1.8 1.4 1.4 1.4 1.3 1.5 1.5
Ttaly 1.8 1.8 1.5 1.3 1.0 0.9 0.9

Total above 96.5 97.0 97.1 97.3 97.4 971 97.3
All other (estimate) is a0 29 27 2.6 29 2.7

Grand total 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source: United Nations Centre on Transnational Corporations, based on data provided by national government
and by private sources.

15.9% compared with 3.9% eleven years earlier. In the late 1970s, MNEs began to emerge from some of the
more ad d industrialized developing ies. One private estimate’ put the number of these at 1,100 in
June 1969, Brazil, India, South Korea, Hong Kong and Argentina are among the developing countries which
have si ! Idirect i and, in the 1980s, their stake and that of other developing countries may
well rise faster than that of MNEs from developed ies. In our di ¥, we have not included any MNEs
from developing countries.

There have been no statistics published comparable to those set out in Table 2 for the geographical
distribution of the foreign investment stake, but Tables 3 and 4 present figures for the main recipient developed
countries and developing countries in 1971 and 1975 (or nearest year), These suggest that, in 1975, the
developed economies were host to more than three-quarters of the capital invested by foreign based MNEs and
the developing countries to a little less than one-quarter. Other sources reveal that the share of foreign capital
received by the loping ies has ily fallen from a peak of around 30% in 1967; this mainly reflects
the expropriation of assets of foreign based MNEs, especially in the oil and other extractive industries, and the
i ing i of d ies as f: ing i outlets.

‘Of the developed countries, Canada, the United States, Great Britain, and West ‘Germany are the leading
host countries to the affiliates of foreign MNEs; in the late 1970s, they accounted for nearly two-thirds of foreign
direct investment in developed countries and nearly one-half of all foreign direct investment. In the 1970s, the
growth of inward direct foreign investment was fastest in the United States and West Germany, and slowest in
Canada. The activities of MNEs in the developing ies are hat less d. Nevertheless, in
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1975, seven countries were responsible for 41 8% of the total foreign direct i stake in ping
countries, while the top 14 countries accounted for 54,9% of the stake. Tabl_e 4 shows _that the OPEC group
of countries attracted 22,9% of the inward capital stake in 1975, compared with 26.8‘3_6 in 1971. Among thn-_sc
countries, however, Indonesia and Nigeria increased their share of capital imports, mainly because of the rapid
growth of their manufacturing sectors.

Table 3 Stock of Direct I im Seb d Developed Host E, Classified by Main Economic
Sector, 1971-1974
Total
1971 1974
Millions Millions
of of Change in
dollars % dollars T percentage
Linited States (1971 and 10975)
Total industry 13.914 100.0 26,740 100.0
Extractive 3,139¢ 226 8,194' 308 +8.0
Menufacturing 6,722 483 11,952 44.7 —36
Services 1,053 29.1 6,594 247 —~4.4
Insurance and other finance 2,553 18.6 3,173 11.9 -6.7
United Kingdom
Total industry 100.0 22,277 100.0
Extractive 29.5 6.811F 30.6 +1.1
Manufacturing 587 11,040 49.5 -9.2
Services 118 4426 199 +8.1
Banking and insurance n.s.a. ns.a. ns.a. ns.a.
Canada
27,857 100.0 36,559 10400
10,6017 381 9.8167 26.9 —-11.2
Mannfacturing 11,044 39.6 14,928 40.8 +1.2
Services 6,212 22.3 11,815 32.3 +10.0
Financial 3,120 1.z 4,347 12.0 +0.8
Federal Republic of Germany
(1972 and 1976)
Total industry 9,155 100.0 19,627 100.0
Extractive 1,676 18.3 2,607 13.5 -4.8
Manufacturing 5792 63.3 11,952 62.0 -13
Services 1,687 184 4,708 24.5 +6.1
Finance and insurance 506 55 1,483 17 22
Japan® (1972, 1975)
Total industry 1,012 100.0 1,499 100.0
Extractive —_ LR = —_
Manufacturing H33 873 1,223 BLS -57
Services 129 12.7 276 18.4 +57
Finance and insurance ns.a. ns.a. nsa nea. nsa
Tealy (1972, 1976)
Total industry 6,155 100.0 5.764 100.0
Extractive® 955 15.5 708 123 -32
Manufacturing 3537 54.2 3,315 575 +3.3
Services 1,B63 30.3 1,741 302 =01
Banking and insurance 62 1.0 130 23 +1.3

Source: As for Table 2,

Refers to petroleum only; mining and agriculture, if any, are included under services.
Figures refer to petroleumn and mining only.

Refers to agriculture and petroleum; mining and quarrying is classified under f: ing
Figures for Japan are on a gross basis.

Refers to agriculture, mining and petroleum,

[T SRy

n.s.a.=not separately available.
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Table 5 presents some deteils aboui the sectoral disiribution of lonbn direct Mm in some Ieadm,g

recipient countries. It can bc scen that this varies widely both b and within o d and d ping
ies. In the d P s, apart from Canada and Australia, most lumrgn l_nustmenl in the
extractive industries is in petroleumn l and/or refining. In the devel as a group, oil

production accounts for the bulk of resource-based investment, but in some ul' them, agriculture or mmmg
attracts substantial amounts of foreign capital, e.g. tea production in 5ri !..?nkq. wood- _pulp prodln:hun in
Swaziland, sugar production in Belize, bauxite mining in Jamaica, copper mining in Zambia and tin mining in
Bolivia. . . )
In the mid 1970s, manufacturing has becomsz more ive to foreign i in developing countries.
Partly this is due to the prog for rapid i ization in some of the larger and more prosperous

Table 4 IMrect loveshoess Siock in Developiug Countries, Classified by Host Country Charocteristics,

1967-197%
1967 1971 1975
Billions Billions Billions
of of
dollars % dollars % dollars %
Total stock ' 33 100.0 43.8 100.0 69.5 100.0
OPEC countries' 9.1 27.4 1.6 26.6 15.6 22.4
of which:
Venezuela 35 1h6 1.7 8.4 4.0 58
Indonesia 0.2 (X1 1.0 23 35 5.0
Nigeria 11 33 1.7 39 29 4.2
Iran 0.7 2.1 0.9 21 1.2 1.7
Tax haven countries® 2.3 7.0 a9 89 89 12.8
All other developing countries® 21.7 65.6 28.3 64.5 45.0 64.8
of which:
Brazil 3.7 11.3 51 11.6 9.1 131
Mexico 1.8 54 24 5.6 4.8 6.9
India 1.3 4.0 1.6 38 2.4 s
Malaysia 0.7 2.0 0.9 2.0 2.3 a5
Argentina 1.8 5.5 22 5.1 2.0 29
Singapore 0.z 0.6 0.4 0.9 1.7 2.4
Peru 0.8 2.4 0.9 1.9 1.7 24
Hong Kong 03 0.9 0.6 1.3 1.3 1.9
Philippines 0.7 21 0.9 20 1.2 1.8
Trinidad and Tobago 0.7 21 1.0 2.3 1.2 1.7
Total above ten countries 120 36.2 16.0 36.5 277 399
Source: United Nations Centre on T ional Corp i based on Develoy Co-operation (various
years), O i for E Co- ion and Develog Paris.

1 Algeria, Libya, Gabon, Nigeria, Indonesia, Iraq, Iran, Kuwait, Qatar, Saudi Arabia, United Arab Emirates,
Ecuador, Venezuela.

Rah Barbados B

Cayman Islands, Netherlands Anul]es Panama.
The distribution of this direct i stock among grouped by esti d per capita income in
1967, 1971 and 1975 was as follows:

2
3

1967 1971 1975

Hillions Billions Billions

of el o

dollars Percentage dolbars Percentage dollars Percentage
$1.000 or more o4 433 131 46.2 23 49.5
5500 10 $999 52 237 63 124 104 2312
$200 10 $499 a5 13.2 42 14.6 58 129
Less than $200 36 168 4.7 16,6 6.5 144

Total 217 100.0 B3 100.0 450 100.0
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Table S Stock of Foreign Direct I by E ic Activity in Selected Host C
- Percentage distribution

Value in

millions Extractive .
Host Country Year of dallars industries  Manufacturing services
Developed Countries
Uniltdgr;tatcs 1975 27.662.0 225 41.2 364
Great Britain 1974 222770 30.6 455 19.9
Canada 1974 36,421.0 356 40.9 235
West Germany 1476 19.267.9 13.5 620 24.5
Japan 1975 1.499.0 — 816 18.4
Iraly 1476 5,764.0 123 57.5 30.2
Developing Countries
Argenting 1973 22752 56 65.0 245
Brazil 1976 9.005.0 25 76.5 18.6
Colombia 1975 965.0 36.0 44.2 18.3
Mexico 1975 47358 4.1 775 18.1
Panama 1974 3535 16.1 374 46.4
Hong Kong 1976 1,952.4 — 100.0 —
India 1974 16828 4.2 92.0 37
Indonesia 1976 7.077.0 a7s 57.0 10.3
Philippines 1976 5130 12.6 48.7 34.0
Republic of Korea 1975 926.9 i4 LN 18.5
Singapore 1976 3.739.0 4.6 59.3 —
Thailand 1978 174.7 —_ 931 6.8
Nigeria . 1974 2,737.7 52.4 332 4.4

Source: As for Table 2.

developing countries, among which Brazil and Indonesia are examples. Partly it is due to the developing of
resource processing industries, e.g. petrochemical production in the Middle East, alumi Tting in J ica,
etc. And partly it is due to the growth of low-wage f: ing activities producing goods for export, e.g.
textiies, leather goods, TV sets, and domestic electrical appliances in South Korea, Hong Kong, Taiwan and
Singapore, Of no less significance is the growth of foreign investment in services, notably tourism, banking and
-.insurance, in both developed and developing countries,
" The industrial pattern of the activity of MNEs reflects the comparative resource endowments and markets of
the investing and recipient countries. Within the ive sector, it 1s ated in oil refining, copper, tin,
zinc and bauxite mining, and the production of such cash craps as bananas, pineapples, sugar, coffee, and tea,
cach of which requires resources, especially technology and capital, or access to markets, or both, that foreign
MNESs are often better equipped to supply than indigenous firms.
In manufacturing activity, MNEs are most active in the technologically more advanced sectors: e.g. the

phar al p 8 s. electronics (including the micro-chip) and man-made fiber industries; in
large-volume medi technology o goods industries, e.g. those making cars, tires, television sets and
refrigerators: and in mass prod goods industries supplying branded products, e.g. cigarettes, soft

drinks, loilet preparations and breakfast cereals. Until the late 1960s, there was little direct investment in basic
industries such as the manufacture of iron and steel, forestry products, and natural textiles. This has changed with
the emergence of Japan as a leading international investor and with the growing differential in wage costs
between developed and developing countries. Because of the lack or rising cost of indi Jap

firms engage in more i i than their A i parts. However, both groups of
firms, along with European MNEs, have found it increasingly profitable to locate labour-intensive industries
outside their national boundaries. More than one-half of the cotton textiles and all of the black-and-white TV sets
sold in the United States are produced by 1S affiliates in Mexico and South East Asia; and the Japanese
government is actively encouraging offshore production in devel ping ies by its own firms in those sectors
in which it believes its cc ive trading ad is declini

The Growth of Multinational Enterprises

Since World War IL there has been a dramatic § in the activitics of national corporations outside their
national boundaries. But the lineage of the MNE dates back at least to the trading and colonizing companies of
the sixteenth and seventeenth centuries; while the territorial expansion of the modern business enterprise
followed quite quickly the emergence of, the joint stock P in the mid ni century. The late

i h century and early ieth century saw many MInd.ay'sMn;MN‘E’.sunblishlnsfmeisn affiliates,”
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although most capital, technology, and organizational and managerial skills during this period we
across national b faries b independent buyers .nd seilers at arm's length prices. Dire
which incorporates a package of resources, transferred within ”‘f’ mmz,ﬁm, rslh_:rlthsn externally through the
market, only became a significant mode of resource transf nce in the mid ¢ | century.

Analysts suggest there were two main reasons for this. First, the tremendous improvements in transport :tl‘!d
communications technology made it as easy for a New York business to suceessfully run a branch operation in
Frankfurt or Lagos as in Washington or Los Angeles; the jet aircraft, the comy and telece ation by
satellite were the culmination of the trend. Second, the twentieth-century markets in capital, technology,
info ion and failed o provide an adequate mechanism for the efficient transfer of resources, as
their equivalents of the nineteenth century had done. In particular, market imperfections, brought ahmlJl\ inter
alia, by the specialized needs of modern technology, and the i ing ad ages of large-scale production, led
to an increasing concentration of both capital and knowledge. Fhe more complex the technology. the larger and
mare diversified the firm, the more protection given by governments to innovations and trade marks, and the
greater the obstacles to trade in goods, the more firms found that the best way to capture the proprietary riglnsa_:f
the technology, capital, skills and organizational capacity they possessed was by engaging in
international production.

The 1960s saw a very rapid n in the direct 1 route of resource transmission, and with it a
[, ing gy and organizational structure of MNEs, which resulted in more, rather than less, centralized
control over key areas of decision taking. Bretton Woods and Havana provided the economic underpinnings for
the pattern of post-war ional © and 1l : yet tariffs and quotas. a shortage of
foreign currency in host countries, and a desire of many countries to build up indigenous manufacturing
capabilities, forced firms (particularly American ones) to service their forcign markets through local production
rather than through exports.

At the same time, policies of many host governments— particularly those of developing countries—were
becoming more nationalistic, As part of their search for economic ind d and self-reli they became
aware of the need to ensure that the way resources, whether domestic or imported, were used wis consistent with
their developmental and other goals. Frequently, it appeared that the type of control excrcised by MNE:
their affiliates, ially when they op aregional or global strategy, clashed with these objectives

For these and other reasons documented elsewhere® the tension between MNEs and governments grew
throughout the 1960s and early 19705, Some issues attracted particular attention. Among these were the control
of technology transmission by MNEs, the failure of them to adapt the technology to the needs of recipient

aver

- and the continued centralization by them of technol 2 ing (i.e. R&D) activities in the home
c ies; the directi ted over export markets and the sourcing of inputs, which sometimes had both
adverse bal of and | the integration of MNEs with the local economies { this

- criticism was particularly directed to resource based MNEs that undertook downstream processing operations in
developed countries); the reluctance, by some MNEs, to employ local labour in senior, managerial and technical
positions, and their transfer pricing policies (which sometimes reduced the value added of their affiliates retained
in the host country). Added to these concerns were others more to do with the political and cultural impact of
MNEs.

In the 1970s, partly due to the action of host governments and partly to the maturation of much of the
technology which gave rise to international investment in the 1950 and 1960s, enterprises have tended to
transfer particul: b developed and developing countries, by licensing, turnkey operations,
management contracts, technical service agreements and the like. The rate of increase in foreign direct
investment (taken as a whole) began to slow down in the early 1970s as the conditions for internalizing resource
flows became less attractive. This led some commentators to suggest that MNEs were in retreat.” and that the
earlier prediction by Professor Howard Perlmutter and others that the largest 300 MNEs would dominate the
world economy by the 1980s was no longer a realistic one, An alternative view is that the form of international
involvement by the MNEs in the 1960s was a phase in the evolution of their activities, and the future will see them

dapted to the changing mal teck gical and i I needs of the 1980s.'°
According to writers such as Peter Gabriel their role as suppliers of equity capital will be less important than
previously, but that as suppliers of technol, and r organizational skills.they still have a unigue

contribution to make to world development. At the same time, there are signs that joint venture activity by MNEs
in Eastern Europe and China may be expected to intensify, as may that of MNEs from developing countries,

Fields of Activity by Multingtional Enterprises

To illustrate and to expand upon the points made in the previous section, let us look more closely at the three
main types of activity by MNEs. These are:

A, import substituting activities, desi d to produce goods or services for the market in which their
affiliates are located;

B.  natural resource exploitation activities. €. mining, raw material and food production, largely for export
to industnalized countries;

C. rationalized product or process activities, the output of which is also normally supplied to industrialized
countries,
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A, Import Substituting Invesiment

This type of investment arises because of certain advantages MNEs have ovcrindi_g:mus producers and the fmst
country has over other countries as a location for production. fThch: are Ilhr:,e lund:-a of ad‘\_rantagcs that might
enable foreign-based MNEs 10 compete successfully with local firms in their own territory. First, then:_- are lhos_e‘
such as exclusive access to essential raw materials (e.g. in petrochemicals, bauxite), pallem protection (e.g.in
pharmaceuticals), economies of scale (e.g. in motor vehicles), or ion of trad. ks (e.g. cig: r and
toilet preparations), that some foreign firms may enjoy over local ones because of the superior factor
endowments or industrial structure of the home country. Second, there are competitive advantages, paniwlar!y
in high technology or advertising intensive activities, which arise because the branch plantisahlg to share certain
overhead costs with the parent firm. Third, there are benefits that arise simply fmman MNE being bellze.'r plane_
to gain from diffecent sources of information, factor endowments, and market than purely

ﬂrm_eﬁm why shouid an MNE exploit these advantages from a foreign rather than a domestic location? First, there
may be an advantage in the saving of transier costs, inciuding ransport costs and_ tariffs am‘._' other controls on
imports, from the site of production to the place of keting. These are ially important in the case of I:.uulky
ar perishable products (e.g. cement and ice cream) or goods that the governments of importing countries wish to
have produced locally. Second. production costs may be Jower abroad than at home, because interalia of cheaper
labour, energy, or materials, lower taxes or subsidies. Third, there may be general environmental advantages,
such as a favorable government attitude toward foreign direct investment; and fourth, there may be better
opportunities for on-the-spot marketing, after-sales servicing. and product adaptaiion to the behavior of local
consumers and competitors. By far the most important determinants of direct impart substituting investments by
the Linited States in Western Europe have been in the size and rate of growth of local markets and tariff or
non-tariff barriers, coupled with government attitudes woward foweign investment and political stability. To the
extent that the output is exported. then domestic market size has been less important and comparative production
and transport costs and government inducements more important.

B.  Natural Resource-based Investment

Many of the characteristics identitied to expla Import substituting investment also influence the resource-based
n of MNEs. H - clearly the geographical distribution of the resources and the cost of exploiting
them are the key locational variables. Firms originally engaged in resource investments to promate or guarantee
the supply of energy. raw materials, or foodstuffs for consumers of manufacturing activities of the home country,
This was the origin of British investmens in the production of rubber, cocon, Bee, and sugar in the nineteenth
century. In the late twentieth century, an adequate supply of energy and raw materials at reasonable prices has
become even more vital; hence the large forewgn investments in rescurce development by resource-poor
countries like Japan,

C.  Rationalized Product or Procass invesoment

In recent years, there has been an increase in the tendency of MNESs to rationalize their foreign activities and/or
their foreign and domestic activities in the sense that they engage in international process or product

ialization to ake ad ge of differential resource endowments and markets between countries. Such
MNEs inevitably practice a more strongly centraiized production and marketing strategy than those engaged in
import substituting manufacturing activities, and since they operate with global interests in mind and engageina
good deal of intra-group trade they are often the center of much of the controversy surroun: ng the impact of
MNMEs on host nation states. .

There are two kinds of rationalized production promoted by MMEs. The first is where the specialization is
between products which may be traded across national boundaries. The specialization within the EEC or on
particular electrical appliances by Phillips or motor vehicies by Ford or agricul qui by ionaj
Harvester is of this kind. It arises chiefly because of economizs of scale ¥ for elficient prod andisa
natural extension of the expansion of MNEs, onginally st up to replicate (part of) the output of the parent
company. To engage in this kind of specialization the MNE needs reasonably free access to a large and
standardized market. Hence advances in reginal economic integration have provided opportunities for this kind
of activity, which tends to be practiced by large and diversified MNEs.

The second kind of rationalized investment is where MMNEs praciice vertical or process specialization. Here
the motive is less to take advantage of the economies of large-scaie production and more to benefit from
diff ial factor end, (and particularly the capital/labour ratios) in different parts of the world. This
kind of investment is mainly directed to developing countries 1o manufacture guods for export to high-income
markets in advanced industrial countcies, It is prompted mainly by dhe growing differences in labour COStS
between the advanced industrial and the developing countries, and tends therefore to be concentrated in labour
intensive industries, such as the mamifaciure of textiles, clothing, and scme consumer electronic goods. North
America and Western Eurcpe have lost large pares of their textile and ciothing industries and those of their
oo I ics ind ies that depend on a targe supply of unskiiled or semiskilled labour 1o Mexico, some
Southern European countries, especially Portugal and South East Asia. Some countries, such as Taiwan, South
Kaorea, Hong Kong and Singapore, have offered generous tax and invesiment inducements to attract foreign
investment in these ‘export platform’ industries, Home countries-——notably the United States and Japan—have
also facilitated these investments by reducing or even abolishing tariffs on goods manufactured by the foreign
affiliates of their own firms.
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At the eod of 1979 abous 3075 of the stock of foreign dircet investment in exeractive and !-n;nnu! CEUTINgG Witk in
import substituting activities, anothes 3077 in resource-bosed investments and 2077 in rationalized investment,
Inadddition MNEs are sctively engaged inseverad branches of the service sector. e_g. insurance, tourism, hanking
land development, mamagerial o) :;ulmm-_\. and distribution, but ths is not the coneeen of this directory. The
shove ratios have changed over the sears For most of the period prior to Workd War 11 resourc h.ptc_'(l
investment accounted for the bulk of activities of MNEs. In the period 1965 1970 import substituting
manufacturing investment hecime more important, stimulated by harriers 1o exports and the wish of many
ceonomies to industrialize s 1970 rationalized investment has grown the fstest with resource investment
becoming less impaortant, pa wuse of the policy of host governments o expropriate foreign investment in
many of these sectors, notably ore.

Differences in the Structure of MNE Activity by Home Countries

The pattern of activities by MNEs varies between the leading home countries. Table 6 shows that. within
turing industry, US and West German M tend toinvestinmore technologically advanced industrics
(fur import substituting and rationalized production) than de Japanese and UK investors. This pattern reflects
different endowments and markets of home countries and differen needs. It has been asserted, for example,
that T Se investment tends to be trade oriented and directed to resoure Factivines inwhich Japan has a
comparative disadvintage whereas US investments tend to be industries compe ter dlomestic industries in
which the US comparative advantage. [t s also argued that more of US investments are of o defensive kind
prompred by the oligopolistic strateey of the leading firms,

Although there is some truth in these contentions, they are ww simplistic as an explanation of the differences
in home country investment patted The timing of the 1 thrust of the two kinds of investment and the
er propensity of Japanese companies to exploit their foreign markets by exports rather hy local production.
may well change in the 19405 as the Japanese understanding of foreign cultures grows and while rising
domestic labour costs may make exports less competitive. Japanese investment in the [980s may be more
oriented by import substitution. As far as rationalized production is concerned, both Japanese and US investors
are actively involved in the Far Enst in labour intensive activities, but the size and pattern of Japanese investment
abroad" has not yet advanced to a scale which mukes rationalized product investment worthwhile.

One aspect of rationalized production, which has been incressingly discussed by writers on MNEs in recent
years has been the growth of intra-firm transactions, Again data are only fragmentary. but they all confirm the

Table 6  Outward Direct Investment Stake of Five Industrialized Countries
by Main Manufacturing Sectors, 1975

United West
us Japan Kingd .

Sm o £m T gm k] Fm e $m

R

More Technology Intensive
Sectors 3ITH20 6T 1630 kU] 6437 44 4,504 “Y K206 69
Chemicals and Allied Products 11,172 20 H3d 15 3ans 2 522 R 3RIR 32
Mechanical and Instrument

Engineering Tlhdn 21 307 7 L2100 " 20H9 32 1.377 12
Electrical Engineering A384 11 426 10 A3 11 1436 22 1,797 15
Transportation Equipment H41¥ 15 263 [ AR9 3 457 7 1.214 10

Less Technology Intensive Sectors 18417 33 2,507 61 8253 56 2,023 31 3742 31
Food, Drink and Tobacco 4716 R 23 fi 3,947 27 65 1 76
Textiles, Leather, Clothing

and Footwear 1099 2 918 22 1.038 7 65 1 469 4
Paper, Printing and Publishing e 7 423 10 1,073 7 653 0 S67 &
Primary and Fabricated Metals 3649 7 H35 15 a2 4 Ra4 13 1L737 15
Other Manufacturing Industries 5,179 9 300 7 1.593 11 392 ] 253 2

All Manu[ac(un‘ng 56037 100 4,137 100 T4.690 100 6,527 100 11,948 100

Source: Data compiled by Jeremy Clegg at University of Reading from a variety of Government publications
and from information supplied to him from various Ministries and/or Government Departments.
Although definitions of the investment stake vary slightly setween countries it hasically represents the
book value of the fixed assets (net of depreciation) plus current assets (net of amounts owing by the
investing company less current liabilities) (net of ywing to investing companies) less long-term
liabilities (other than to the i ing company of s subsidiaries and b hes).
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Introduction: Part | xxiii

importance of this phenomenon. In the mid [970s around one-half of all the imports into and exports from the
US were with transnational corporation systems; in 1975, some 2499 of Swedish exports were intra-group, while
the corresponding figures for the UK (for 1973) and Canada (for 1971) were 31% and 5499 '

Some resulis of & recently published survey, update and elaborate on these data,” The information was
gathered from 329 of the largest industiiz] companies in 1977, which between them accounted for 49% of the
sales of the largest SO0 L d SO0 nen-US enterprises in thet vear. Table 7 sets out the percentage of the total
exports of MNEs from their hore conntries, which were drspalch:d 16 their owri affiliates in other countries. The
overall figare is seen o wo sut at 32.87%, bul there ig differcnces hoth between countries (cf. the US with
Japan) and between industries (cf. moior vehicles with textiles). Eroadly speaki ng. the hugh and medium research
intensity industries engage in maore Intra- greup trade than less research intey ies, while, at least up toa
point. the more multinational o firm is—in terms of the proportion of its tol ascounted for by its loreign
preduction —the higher the internalized exports from the parent company are I|kely 1 be. Table 8 sets out these
data, both by countey of origin of MNEs and their industry. [t wauid seem that once an enterprise produces more
than one- cxgntl! ol ity output cutside its home counery, it starts to eng i aconsiderable amount of intra-group
tracie: the ratio fluctuates as the deeres of multinationality increases, but overall, at least, reaches its peak where
foreign producticn sccounts for more than 524% of all production.

- TableB Percentage of Total Exports by Parent MNEs Despatched to Their Own A ffiliates. 1977, Classified
by Degree of Multinationality of Production

126% - 2% 3T - AMS - Over
24% LR Az 247 L3 IES
[Al By Area ard Country

UsSA 3 1.7 S6.6 47.0 SH.2 620 LLR
Europe (Totat) 07 IR 33 520 Ivag 147 410
EEC {Total) B liny 334 534 396 32 24.8

Germany 3 17.2 Ihd 7.3 o

France 1 1 50,2 Hd 4 ruiy i
. UK 1 9. 5.4 14.6 342 70 113
Other Europe (Total) i1 9.4 365 15.0 v S50 5H.4
Sweden 0 1600 ol 150 kil 550 636

Jzpan 2.7 .S BI.i)y 2000 751
Other countries L6 kR 0.5 26.1 0 K6l
Canada T4 4.4 A5 260 0 Bt
TOTAL 18] [{EN 454 A6.0 467 41.1 il 6
{B] By Indusiry
Petroleum 1] 6.6 0 il fl i} RN
Electronies and Electrical Appliances 149 2003 bR S5 a7 3
Chemicals and Phag icals o 50 199 s 622 15.0 371
Total High Research Intensity 0.4 133 230 531 SR2 45.7 H2.4
Industrial and Farm Equipment 231 K27 277 444 e 57.8
Motor Vehicles (incl. components) In 2R.2 TY.3 ain B TEA LoD
Metal Manufscturing and Products 1. 7.6 17.2 14.2 24,6 TR0
Tetal Mediun Rescarch Intensity 0y 9.4 644 LT 378 59.3 738
Building Materials 15.2 15.0 4.0

Food i 54 17,4 kLN
Textiles 4.6 25 18,7 n 210
Totai Low Résearch Intensity 1.7 “H 199 I8 1.8
TOTAL B Ten1 45.0 411 [SIK

I Proportion of parents total exports accounted for by exports of parts and companents efc to overseas
affiliates,

Covers the 329 firms for which information on
“Overseas pmdml.mn ratio” for inaividual firms,
Each fiem is classified to one of the groups below according to its individual degree of multinationality of
production.

ternal exports’ was availahle.

B
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The Dunning and Pearce study also attempted to gain an insight into trends in the multinationality of
© ies over the quing i 1972-77 and expectation about the trend over the period 1977- 19452, In the
Ioln:cr period, some 257 (or 638%) of 403 of the world's leading industrial cnmpanicls which_pmvid::d the
editors with data said that the percentage of their total sales derived from foreign production had lnureaseq and
another 103 (or 24.6% ) that it had remained constant. Of the 47 Japanese firms providing data, 70.2% claimed
that their foreign to domestic production ratio had risen and the rest that it had remained the same. The most
marked increase in the extent of multinationality appears to have occurred in the motor vehicles, electronics and
electrical appliances industrics, whereas in the petroleum and metal manufacturing sectors more firms indicated a
stable or declining ratio not an increasing one.

Of a rather smaller number of enterprises providing data (219) 138 (or 63.0%) expect their foreign to
domestic production ratio will increase between 1977 and 19582 and 62 (28.3% ) that it will remain about the
same. It is clear then that among the leading MNEs there is little suggestion of any general retrenchment in
foreign uperations in the foresceahle future.

Notes to Purt 1

I Who Owns Whom, Vol. 1, 1976/77, 1975 London.
2 As a rule of thumb, this control is assumed to be exercised where at least 25% of the voting stock of a
company is owned by a closely organized group of non-residents, In practice, in the mid 1970s at least

four-fifths of the foreign direct in stake by companies was in affiliates in which they had a majority
equity stake.

3 According to the Ce ission of the Eurog C ities, 60.7% of 9.481 MNEsin 1973 had affiliates in
I or 2 countries, and 79.7% in five or fewer countries, Oinly 324 MNEs had affiliates in more than twenty
countnes.

4 Measured by total sales.

5 With sume exceptions, a corporation had to have at least 5% of its sales derived from its foreign affiliates to

be included in this Directory, See Preface, page vii.
6 Of the Harvard Business School.
7 For further details see a special issue of Business History Review in 1974 in which the early history of US,
UK. Continental European and Japanese MNEs is reviewed.
B See. for le, T ional Corp ? in World Devel A Re-e ination, UN Economic
and Social Council, E.78, I, A.5, 1978.
s in Retreat’, Fortune, August, 1978,
10 J. H. Dunning, ‘Multinational Firms in the 805", Multinational Business, No. 1, 1979,
11 P.P. Gabriel, *Manag of Public 1 by the Multinational Corporation”, Journal of World Trade
Law, Vol II, No._ 1, Jan-Feb. 1977,
12 K. Kojima, Japanese Invesiment Abroad, London. Crooimn Helm, 1974,
De inter alia to the greater psychic distance between Japan and her foreign markets: of. the US and her
fureign markets,
14 United Nations, T7 wnal Corg ions in World Develog L Oop. cit., p. 43,
15 1 H. Dunning and R. D. Pearce, The World's Largest Industrial Enterprises, Gower Press, 1980,
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PART 2

Sumimary

The fellowing fables attempt fo sommanee and chissaty some ol the aere important statishics abont e
international activities of the 430 eperprises coibiraced by this Deectory, Dhe Bgures presented contained in
thuese Tables have been Largely derived from the individual entries which form the maom body of this Deree o im
some cases, however, where information was supplicad in confidence by companies, ithas been imchuded m these
Tables but not in the individual entries: and, ina few instances, the authors have had o make estimates based
upon other sources of data

All the information has been processed and classified by country {or geopraphical area ). industrial sector or
size of reporting enterprise. and is presented in apgregated form. At the end of volume 2.
catrics, further statistics are produced on proups of individual companies, o that the e
comparisons infer afia between the extentand form of foreign involvement of enterprises and the growih of this
involvement berween 1974 and 1978,

Before turming o discuss the eight Tables which appear on pages xxix-—xh of the Introduction. it might be
helpful 1o highlight the muain pomis which emerge from them. These are as follows

L Ofthe total sales of the Directory MNEs in [ 978, 44,207

were derived from exports or from the sales of their
foreign subsidi 5

. This percentage represents s small increase over the 1973 figure. Some 33.6% of thew
same sales represented those of foreign subsidiaries: a figure scarcely different from that in 1974, This i our
hest estimate of the degree of multinationality of the world's largest MNEs in 1978

In [97K, LIS MNEs accounted for 41.9% of the value of the foreign content of the Directory enterprises and

SUL0% of the sales of foreign subsidiaries. UK and German firme aceounted for the sccond and third Targest

shares, although. in terms of numbers of MNEs, Japan had risen tosecond plice by 197H. Between 1974 and

1974, n substantially increassed her share of the international activities of the world's largest MNEs,

while that of the US and most European countries, outside Germany, dwindled slightly.

3 Measured in terms of the propoartion of worldwide sales accounted for by their foreign subsidianes in 1978,
MMNEs from the smaller Eurnpean countries, notably Switzerland, Netherlands. Belgium and Sweden, all
recorded figures exceeding SO, By contrast. only 8.2% of sales of Japanese MNEs were so derived: this.
however, was & substantial increase cver the 1974 figure of 497

4 Industries differ considerably in their degree of multinationality. More technology intensive industries derive
a larger proportion of their sales from their foreign direct investments than do less technology intensive
industrics. No clear pattern emerges about changes in the degree of multinationality between 1974 and 1978,
except that the aerospace industry has very considerably increased its degree of foreign investment.

5 Both the degree of internationalization of companies and the extent to which they service markets from
their foreign subsidiaries. rather than by exports. appear to be positively correlated with size of
enterprise —particularly once a worldwide sales of $5 billion has been reached. Enterprises with sales of
above this value derived 47.9% of their incomes from foreign sales in 1978 compared with 39.2% in the case
of cmerprises with sales under $14 billion:” the corresponding percentages of sales of foreign subsidiaries to
worldwide sales are 37.9% and 27.1% - and for direct exports as a percentage of sales of foreign subsidiaries
26.4% and 44.9%. Thus, as o firm moves into the league of giants it appears both 1o become more
mternational, and to service its world markets increasingly by foreigh production rather than exports

£ Some 22% of the worldwide sales of the 430 directory firms consist of producs classified to industries outside
the fourteen sectors in which the firms’ main acti % are concentrated. This diversification ratio i
remarkably consistent across countries, apart from in Belgium and Switzerland where it is much lower.
Across industries, there is no discernible pattern, although the div ation ratio varies between 49.0% in

[

the case of acrospace firms 1o 14.47% in the case of mator vehicles.

7 Onaverage, the 430 directory firms listed 2.7 diversifications. Firms from uny one main sector usually tend to
diversify into a wide range of industries; the exceptions include petraleum firms which tend to limit their
diversification mainly to the chemicals sector. Similarly, sectors into which firms diversify tend to attract firms
from a wide range of industries.

A Classification of the Directory Multinationsls by Size, Industry and Geographical Origin

The total forcign sales (comprising exports from the parent company and sales of foreign subsidiaries) of the 430
directory firms in 1978 were $833 billion. 44.1% of their worldwide sales of $1,886 billion, Table 9 shows that
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the foreipn content ratio of the woerld's feading MNES has marginally increased \ir:ul‘ .W?-l with the lirgest
proportienal mcrease bemng recorded by the smallest of the size groups set out in Table 9 {page xxix).

Of the foreign cdireciory MNEsS in 1975, direct exports from the parent companies amounted to
e than two-thirds, was accounted for by the sales of foreig
i wr rose hetween 1974 and 1978 inter alia,
aluatiom of the US dollar which increased the
i

AreCt expm
porease i

aries. Hiovwewer, the
refiected the dr
tetiveness of expuor

o’

Tahle [0 {pape vexise s ndusrrisi chesification of the degree of internationalization of the
o ar ool 34270 TTH B wanh their headguarters in the sialler countrics in

direetory Tirms . A now
Woestern Fuape and Cunnda b
markets viz the Laned
doinestic siales of LIS firms kept pa
degree of mte i teation of firms from all other countries increased, wah the nwst marked rise heng
recordid by shond UK firms,

Inddustr ry considerahly in their degree obinternationabeation. e the resouree based e, petroleum and
the more technology intensive sectors .. office equipment, electronics and viectrical equipment and chemicals.
the foreign content ratie s above average (the major exceplion being aerospuce). in the less technology
intensive seetirs it is below average. Again. however, as earlier set out in Table &, there are mijor differences
between patterns of the foreign invoivement of countries, with the degree of inter-
o £y idensive industries being considerably less than sverape in the case of
Japanese nd considerably more in e of US and German firms: while Japanese and UK firms remd 1o
he more hea involved in the less technoloay intensive sectors,
maore niernationalized in recent y
nds out. Hecause of the huge increases in re
nterests by ol companies, particulariy of the US companie
n content ratio of oil multinational enterprises has fallen stigh
i interests of French and UK oil companies. The
¢ firms in some high technology sectors e.g. office equipmen
iequipment, ana Eurepean firms in the building material: sectors, is also worth Toting,
i1 (page xxxit) gives some devails sbout the way in which the di tory MINEs exploit their worldwide
markets. Around an average expori/sales of uverseas subsidiary percentage of 31.4% in 1978, the variations
rangc from 9.1% in the case of Sweden and 9. 3% in the case of the United States to 9949 in the sase of Germany
and 311.0% in the case of apan. This means that for every $ worth of exporis from the US and Switzerland, in
1978, US and Swiss foreign affiliates sold $11 of goods. On the other hand, in Japan, and in Germany until the
mid 9705, exporting was the main vehicle of penetrating foreign markets. As an earlier table (Table 2) has
shown, these two countries have only recently entered the post-war scene as significant international producers
and in linz with the product cycle theory of foreign investment. their propensity to export rather than engage in
foreign direct investment reflects this fact. But the sales of foreign affiliates of both countries are rising much
faster than exports, which, aver the period 1974 - & has been further stimulated by the revaluation of the yen and
the mark.

The ditferences in the export/ssles of overseas subsidiary percentages are even more marked between

i
I prices of petroleum
in other sources nf
- Twe noticeable

—particularly the U5 werosg
and the srowth of domestic
cnergy and mining, the fore

industries, In 1974, MNEs ii the aerospace, textiles and clothi g and metal facturing® industries all
exported more than their foreign subsidiaries sold; though, siace 1974, the proportion of experts in the first two
sectors has fallen substantially. In th oftextiles and clothing, this reflects the growing ec petiti d g€
of third world countries as produce: ies. often assisted by the J Government, have

-
been particularly active in gaining a stake ia developing countries in South East Asia: US companies, in spite of
apposition from several interest groups in the US, have also increasingly replaced domestic by foreign
production. "

In other sectors, for a variety of economic and palitical reasans, foreign production is the dominant way of
serving foreign markets. This particularly applies in the case of resource based industrie e.g. petroleum, and in
thase manufacturing sectors supplying goods which are costly to transport andior subject to tariffs or other
import controls. Office equipment, pharmaceuticals. rubbe; produ building matenals, food, drink and
tohaceo are examples. In most of these sectors there has been a slight increase in the export/sales of overseas
subsidiary percentages since 1974, Again, Table 11 indicates some very large differences between the percen-
tages recorded by particular industries between countries, e.g. Germany for rubber products, Netherlands for
food, drink and tobacco, Sweden {or paper and wood products; and data on individuai companies reveal that
there are many firm-specific factors which also have to be taken into account.

The next three tables, Tables 1214 { pages xxxiv-xx x). st oul some more details on the foreign content of
the Directory MNES, the sales of foreign subsidiaries and their growth between 1974 and 1978, The final columns
of Table 12 show that, in 1978, of the 430 dircctory firms, 216 (or almost exactly cne-half) are of US origin, and
they accounted for 41.9% of exports plus sales of foreign subsidiaries. Japanese firms ar= the next most
numeraus. though, because of their below average international involvement, their share of the foreign content
by vaiue in 1978 was only 0.6%., By foreign conient. the UK comes second to the United States with a share of
11.0%; Germany is close behind with a share of 10,4%_ Berween 1974 and 1978, Japanese firms more than
doubled their foreign content; French and German firms also increased theirs by more than the average. Most
other European countries, the US and Canada increased their international sales by rather less ihan average.




