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“Transnational corporations (TNCs) are incorporated or un-
incorporated enterprises comprising parent enterprises and their
foreign affiliates. A parent enterprise is defined as an enterprise
that controls assets of other entities in countries other than its
home country, usually by owning a certain equity capital
stake. An equity capital stake of 10 per cent or more of the ordi-

nary shares or voting power for an incorporated enterprise, or its



equivalent for an unincorporated enterprise is normally consid-
ered as the threshold for the control of assets. A foreign affiliate
is an incorporated or unincorporated enterprise in which an inves-
tor. who is a resident in another economy . owns a stake that
permits a lasting interest in the management of that enterprise
(an equity stake of 10 per cent for an incorporated enterprise or
its equivalent for an unincorporated enterprise) .In WIR sub-
sidiary enterprises . associate enterprises and branches — defined
below —are all referred to as foreign affiliates or affiliates. &
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@® 00 (World Investment Report 2005— Transnational Corporations and the
Internationalization of R& D) p. 329
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“Foreign direct investment (FDI) is defined as an invest-
ment involving a long-term relationship and reflecting a lasting
interest and control by a resident entity in one economy (foreign
direct investor or parent enterprise) in an enterprise resident in
an economy other than that of the foreign direct investor (FDI
enterprise or affiliate enterprise or foreign affiliate) . FDI implies
that the investor exerts a significant degree of influence on the
management ‘of the enterprise resident in the other econo-
my. Such investment involves both the initial transaction between
the two entities and all subsequent transactions between them
and among foreign affiliates, both incorporated and unincorpo-
rated. FDI may be undertaken by individuals as well as business
entities. Flows of FDI comprise capital provided (either directly
or through other related enterprises) by a foreign direct investor
to an FDI enterprise, or capital received from an FDI enterprise

by a foreign direct investor. FDI has three components: equity



capital. reinvested earnings and intra-company loans.
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