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The traditional, and continuing, focus of the

study of international polities is the nationestate, This

study has been supplemented by the study of alliances and

international organisations. Comparatively few scholars have

recognised the multi-(or trans- oF supra-) national eerpora-
tion (MNC for short) aa an important actor in the arena of
world politics, Whatever the reasons for this neglect in the

1. 7 pattem ofa new empire

past, we cannot go on ignoring MNCs and their role in

world polities without adversely affecting the quality and
7

realism of our models of the world system; for, as the US

Deputy
Under Secretary of ftate of Leonomic Affairs points

out %

"The outward surge of (American) corporate enterprise
at its present magnitude has a powerful impact on a
broad spectrum of policy issues; on the (US) balance
of payments, on the international monetary systemy...
on the industria] structure of certain forzign countrie
of the extra territorial extension of national policies

1, For an example of more expressions of similar sent iment8,sce: George Modelski,"the Promise of Geocentric Politics",
World ies,XXII, No.4, (July1970), 616-635, 619

2, Nathaniel Samuels, "Averican Business and intornat ional
investment Flows", Department of State Bullet ing January,
12, 1970, 33-38, 35,
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and laws, on @conomic assistance to less developed
countries, and a host of other problems of greater of
lesser importance, Ht beeomes aiff icajt to know where
business ends and policy, economic and politic
eg ns," (4y paren'h ses and emphasis).

But before we can talk of the ""C, we mist know what

kind of animal it is we are talking about, it is possible
to define an Ng in several wayst by the extent of its direct
investments outside the boundaries of the country of first
registration; by the type of industry and by the extent to
whichits know-how isused in overseas countries, Generally,
the @nvestment criterion is used, The extent of overseas

assets defining multi-nationality varies as between countries

and as between different analysts, Thus 25¢ of assets overseas

puts a corporation squarely in the 'multinational! group.

All these definitions have their drawbacks, The point to

notice is that the verbal de inition is not important;

the animal is, We recognise a giraffe when we see one, we

would be hard put to define one,

The power and influence of MNCs stem primarily from

their size and global reach,
1.1 The size of &

Many individual MNCs produce goocs and services whose

total value execseds the Gross National Product (GNP) of many

fairesized countries, Table 1 compares the GNPs of a sample

Cont'd. seaee
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of Latin American countries with the gross scales of some

large 'cs,
Table 1

URP
US £/ million

TSSs Sales
MNC q WS £ millionCountry.

Argent ina General Motors 2400019300

9200

6200

4900

4500

7400

1300

1200

Standard 011 18000

General Electric 7800

Unilever 6000

5400

3300

Hitachi 2850

Montecatini 2406

Venezuela

Colusb ia
reru

Chile
Uruguay

Eouador

Boliva plus )
Paraguay

Data sourcesa World Bank itlas (1968) and fertune 'Magazine
(1970) After Geoffrey Oldham at the UJniverdity
of Sussex,

As Leo "Model points outs
OF their

US enterprises abroad in the agregate comprise
the third largest country (if such a term can be used
to designate these companies) in the world - with a

gross product greater than that of any_country except
the United tates and the Soviet Jnion" 5

of their output.

ilae

important region of the Third world would not, I thiink, be out of

placee
3, Leo Model, "The Polities of Private fereign investment" in

Foreign affairs, Juno, 1967, P.641.
Cont 'deasecve
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paid far too little

accidental. gubmit that we deliberate bias towards that
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I, for one, would not be averse to using the term

teountry' to designate the aggregate of mult ienational

corporations (NMCs) - at least the largest of then; for, as

1 intend to show in the succeeding sections, a growing number

of these corporations hava the power (and use it) to pursue

their own interests with a freedom that would be the envy of

many a rich nation, let alone a poor one,

Since the end of the second colonialism

has been replaced by highly organised international capitalism
as the chief agent of economic domination and imperiaiism.
The operational instrument of international capitalism is the

MNC.

MNCs sustain (and are, in turn, sustained by) the high

levels of consumptive affluence in the developed countries,
most particularly in the JS, Thus, with 6¢ of the world's

population, the proportions of the world's raw material output

requred by the Jf to sustain its level of affluence ares

33% of the world's production of hanxite, 840% of the nickel

and tin, 36% chrome, 14% of the tron and lead, 28% of the

potash and so on.* If the rest of thy world consumed steel

at th. same rate (per capita) as the JS, the world's known

reserves of iron ore would last for les thak a fortnight.

The Spokesman, late 1974,
4, Keith Buchanan, "whe Seography of "mpirs Part three ", in
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1.2. The global reachof MNCs

To feed (and,, in turn, be fed by) these truly Babylonian

consumption levels, the world's MNCs have to have the freedom

of aecess to the natural and man-made resourses of the entire
globe, The MPC is a complex ntity; it penetrates and mani~

pulates world trading patterns in such as organised way as to

safeguard and extend this essential freedom of access,
The global reach of MNCs is a pre-condition for their

continued existence, To illustrate this reach with US

figures t US direct foreign investment (DFI) in 1969 stood

at around # 7C billion. Of this, almost two-thirds was in

developed cointries Canada and "urope £ 21 billion each;

Japan, Australia and New Zealand accounted for about

BS billion, 20% of ail investments were in latin
and 2,5% in the

Because MIC investment is skewed in favoured of the

developed world?*many people think that global domination by

MRCGs is really oniy a rich man's problem, The importance of
Third world investments becomes apparent when we consider

the industrial sectors in which the investments have taken

place and the volume of earnings rather than the volume of

representativa; for, US MNCs are the biggest and most powerful

** at the end of 1966, for example, the book value of D*T

ones, Their gperations tend to domina'e the scene, "hus
between 1960 1967 JS direct foreign investment (DFI) in
Lat n America amounted to 4 billion, All
together Came to oniy £ 2 billion,
in the world was A 90 billion. Out of this, some 8 30
billion was in the less-developed countries (IDCs)

1

cont 'desesees
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investments, If turns out that the extractive industries
(ining & Smelting, Fetroleum, Plantation) are ovurerepresented
in LDCs while the manufacturing sector is underrepr.sented,
As for eanings, the 2,5% of Us in the "Midd

genera'ed 14% of total earnings from US DFI overseas,
Whereas LDCs accoint for around a third of the world's total
bock value of DFI, these investments generate half the total
earnings of all DFIL. The proportion of total earnings
accounted by the nations of all the White Yorth is eonsiderably
below their share of overseas investments,5

Significantly, investment in the Third World is
increasing, Between 7950 and 1960, North American in Latin 4

America nearly doubled from £ 4,4 billion to 4/ 3,4 billion,
Betwsen 5960 to 1966, German investment in Latin 'merica

inereased by over four times, from A 27 million to A 112 million
(344 of German DFI is in LDCs) French D°I in the same region
over the game period registered a six-fold increase from £ 10

millionte £ 60 million, 28% of all Japanese DPI is in Latin

America, 19% in 5.5, Asia,
On earnings from these increasing investments

Baran and Sweezy comment 3

Cont 'desecs
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y "Notes on the theory

of imperialism' reprinted in K,™. "ann and Donald ¢,
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"From 1950 through 1961, 'nited States corporationswr. able to expand their direct foreign investrents
by £ 27,5 wh le at the same time taking in
as income £ 9.8 billion wore than they sent out as
capital, Poreign investment, it seexs, far from
being a means of developing underdeveloped countries,is a most efficient device fro fransferring wealth
from poorer to richer ccuntries while at the same
time enable the richer to expand their eontro]
over the economics of the poorer",

Aft

Thus the pattern begins t- emerge of a new empire

of a new "country " - the eonddde ration of the world's "MCs,

in simple terns, high profits and raw materiais from investe

ments in the third torld Furnish the inputs necessary for the

economic ion of the White forth and ar as which are

at present less profitable, such as parts of Africa and

Oceania,
NC and national the sont i
an the developed world,

2

The "MCs and its role in the developed world became an

'in' subject during the mid-siztiess; the 'aenare' of corporate

expansion caught the popular imagination with the publication
of the book, The American Challenge, by J.J, Servane Sehre iber

in 1967, uch has been written since that time about the

conflict between the goals of the MMC and the goals, economic

and political,of the nation-state. it ig not my purpose

here to rehearse all the arguments and contentions nor evento

enumerate them, i shall merely abstract what azpear to me s

to be the major conflicts around which the other s cluster,
either as causes or as effects,

Gont "deesers



2.1, MGs and national economic oolicy,
A few montis ago contents of a top-secret report of

the vanadiar government was ieaked. The report was pr pared

by a tusk force on foreign ownership in Canadian industry
headed by the Canadian Minister for Revenue, e Terb Gray.
The report (in its published version) makus two pointe : the

high degree of reign ownership in Canada works against the

Governnents' abilityof carry out "a policy of full employment

because the key decisions are being made in corporate head

offices abroad with an eye to profits not te eaployment and

progeess in Canadas and if Canada gont ainues down this road

it will become impossible to retain or develop a distinct ive
Canadian culture', This statement epitomises a conflict
that is increasingly being resolved in favour of the MNC,

in preeMNC days, the growth of the Sig Corporat ion

in Europe and North 'merica was accompanied by the growthof
the Big Union and Big Soevernment. These provide t:e
eounterveiling power to the corporations, in Constrast, the

adv nt and growth of the MMC has not been accompanied by any

organisational or institutional device to provide the csuntere

veiling power, M'Cs are thus ablu to follow a policy of

global 'optimisation' (or 'Vietnamissation' you really wish

to be unking'.) with conside: able freedom and are able to

detour around national economic poliaies, There are numerous

examples of the exercise of this power. I shall mention

only one recnt happening in Britain. A prolonged st#ike

Gont "Gecosees
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at one (or ail, ! oannot remember) of the Ford "lants in

Qpitain caused 'lenry Ford himself to intervene, curing his

v.sit to Sritain he was invited by the British Prime Minister

for a meal and a chat. (is it not sign: ficant that the head

of the Government of onecf the world's richest nations invites
the chief executive of a roregn corporation to ciscuss a matter

of corporates pol cy?) The strike was resovled but the

management recommen.ed that a large new engine plant

that Pord was planning shoula be built dot in Britain but

in Germany. Thus the British worker was denied the opportunity

of employment while hos somawhat more docile (or more discip-
t

lined, de,unding on your viewpoint) German ccunterpart gained,

Neither the British nor the German Government had any say in

the matter of an investment that would have substantial

economie com-:equenses{

Te growth of M¥cs,aspears inevitable notwithstanding

the fact thut their pol efes are often in conflict with

national objectives, The Gray report (ment iened above) warns

ef the possibility that such enterprises eould use their

power to play off the government of one country against that

of ancther, "it may well be", adds Gray, "that co-operation

petween governments will be needed in the long run if this
power is to be contained?

The M37C may have to be matehed by not only inter-

governzental co-operation but also by the way - the mit
national

Gont 'desecesesee



5.78 Technolo na the s gion of
du

The ultimate imperialism is of course that which

suppresses the individual against his will and consent. Supere

scribing 841. the conflicts between policies of MeCs,. and

national pojicies is the very real and fundamental conflict
betveen (what may be called) the imperatives of technology and

the needs of the individual. The seeds of this conflict were

gown at the time of the industrial revolution; and developed

nations are now reaping a rether bitter harvest. Mass

production and advanced technology demand centralised control

and direction and above all, stability, mn the other hand,

ag the q of life becomes a central concern of the

individual, ha demands that the corporate, coumunal, decisions

which inevitably a: fect his life be made pp proximate te his

personal, individual interests. The two demands are

basically irreconeilable. 'The conflict has been brought to

a head in Britain where, ironica.iy, the seeds of this

conflict were first sown, The desire of the Ustablishment

and business insterests to enter the EXC in an express -on of the

thrust of the technological imperative, The wide-spread

opposition to entry is the expression of the demand of the

individusl, At thig time, it is an open question whother

the MNC or the individual will triumph, 'he odds are on *he

MiG.
cont 'deecees

* Mme out of every nine workers in Scotland is employed in @

owned enterprise; over twoefifths of oupput
of couputers and over half her cars in the les came
out of the plants of M!Cs.a
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Developing aount ries depend almost exelusiyely on

imported technelog for their industrialisation, They can,
in fact, do nothing else since their indigenous eapacity to
invevate is 2ither very; meagre or noneexistent, The imported

technologies have been sup lied by MNCs, for it is they whe

generate and centro] the teshnology the imowehow, "he

disparity between Mrcs and LOCs in the capacity to generate
new technologies may be gauged by noting that sost spend

an average of 5% of their gross sales on hesearch and Devyelop-

ment (R & D), most of it on missione-oriented, apz:lied
research, sy contrast, developing countries spend between

O.2f and 0.8% of their ONPs on R&D, much of it on basic or

search that results in little, if any,
indigencus technological eapability®, Using these percentages
on the figures of Table %, it is apparent that the R&D budgets
of the large MNCs individually exesed the R&D scending ef 5411

Latin American countries put together!
it is not my purpese to enumerate the corsequences far

developing cecuntries of this dependence on MNtegnp lied
technology; these are welleknown and will be discussed by

other cont ibutors to the seminar, Here I shall try to show

* China is an exception. ue too 15 albeit to a essor
extent

**The consequences include sdualist economies; low labour
utilisation; sono.oly rents for 'transferred technology !
the creation of enciav.s of wesaternised elites with developed
country consumption patterns, etc,

Cont 'deeccsee
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how the MC can use its cnormous bargaining power to its
advantace and undermine, or render ineffective, planning
strategios (where t'ese exist even on paper) of developing
eount Fries,

a The source of the De

3 have already indcated how the MN is a powerhouse

of technologicai generation wit a capacity far in eeessa

of that possessed by developing countries, But there are

man; Mls and, @ + it may be thought that there is at
least an cligopely, if not free market, in the sup.iy of

taghnology. in principle there is, but the buyer must have

the knowledge to choose between alternative sup,a liers, But

if he had enough knowledge about ths technology 60 make a

satisfactory rational choice, he is likely not to need to

shop abroad for the technology (embodied knowledge)s
This picture 4s am overs implificat ion,of course, but it
dogs Dring out 4@ peculiarity in the 'knowledge market!,

Knovicdge ubout knowledge and knowledge can amount te the

same thingeand often do, The source of the barvaining power

of MiGs can be traced this peculiarity. The MIC knows

that the HE does not knew and that it (the LOG) cannot

find out without the help.

Loc

* In this context, I am luaping the lecal (1.0. IOC) private
has no cause to barzain with an MNC. "his sector is simply
a local agent of international capitalism, aligned with the
MNC against the government of the LPC.

sector with the "mc, fenerally, the local private sector

CONT 8A
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ing came between

A noneautarchie path of development implies the

involvement of foreign technology inputs, Se lonz as these

inputs are provided by the MIC, se long will there be

burvaining between the LD@ and the MHC, It is entirely
outside the scope of thid paper to diseuss all the

@ trategies of bargaining; only the essential elements can be

list in Sum a brief, aimost telegraphic, fors. Table IT
attempts this.

4,

It is the business of scientists, natural and social,
to solve problems and not to be seen mar ly grappling with

thea, however feroeiously. 2 have tried in this note to

sketeh the pattern of a new economic empire, consolidated

and expanded b; the multi-national oorporation, What, one

may ask, are the methods by which one may combat this element

of neo-imoerialism? Here, 1 confess, i fail as a scient ist.
i do not have detailed solutions, Only some rather banal

generalities, i shall set 'hese out for what they are

worth,

1. MMiCe are growing both in size and in power,
Technological imperatives backed by powerful
bourgeois elites drive them on, "Thre is little,if any, counterveiling power in th@ hands of the
people affected. Deveioping ional
institutions, such 888 ional trade
UNIONS, and nteregovernnental sce-operation can
provide gome of the counterveliing power,

CONT dasaccase
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So long as the lessedeveloped countris do not
improve thelr bargain ungpower viseaevis the
IOS, they will continue to be at a considerable
Gisadvantage in res,ect of buying the technologythat they aged, The essence of ence and
Technology policy in developing countries
should be te develop the infraat ructure
(iregret the jargon but it seezs umavoidabiel)
and institutional meang to iuprove their
bargaining power, It should he rsceognized
theugh, that this bargainng ean Purely, if ever,be symmetrie asbetwoen "NC and Loc; for if it
were to becoas syametric, the L.C wouls not be
an but a dav: loz,ed, probably imperial,country!

26

Less-developed aointries which are short of techs
nology but not of foreagn exchange shoula invest
of their own in the developll countries, "his is
a somewhat maverick suggestion but prelonged
thought will revealit to be not such an absurd
idea after all,

in the developed ai form subsidiaries

eevee eseo0e@
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on

(after Aching 'urray at the Institate of Development -tudies, Iniversity of Suseex)

Threat or action by LOC Response by
Linit remittance in proportion to equitycontribution,

2, opecify levels of quity investent.
ae Agreenents with other LCs (royalties tax ete.)4, ipecify gearing rat.os,

Limit reysity rates.
Ge iaport uuties and controls programme of

import substitution,
7. Sstablish contrei over export price; sarket through

public sector abraad.

Be "Special foreign exehange (F.5.) rates for company.

1. cation foretgn exchange; link f.@.availability te
export @arnings; auct.on certif cates,

10, Restrict immigration of skilled techn ciansglimit on
pay} programme of isation.

joint venture between governagent and company.joint-sector)
12. Make export yuotas dependent on internal expansion.

3, Nat ional isation.

'Artif.cial' competition by inviting other companiea/countries to form Links industries providing input s/

Threat of not invest ing/expanding.
2. Squity contribution in Kind,
3. "pen accoant inventory financing.nants from counterpart funds/

connected banka/tied aid,
5. "ransfer account ing.

"uxpatriate funds through fransfer pricins
on import sfexport; change tising of paymentof affiliate debts;foes anireyalties chunge;
change acount ing proesdures; swop funds
with local subsiciary of another foreing

ans private re cuppliersd§§to insists on rolaxation of controls
pressure om Rank, Aid agenciass

53, Prossura of international law againsteontroct breakings,
in nonekay areas.

4.

5,

9
Provide perks to personnelcontracts only with nt clauses,Direct payment into foreign bank accounts,

12, Ensure Masag went contracts ef jointevene
ture; with hold ke; technologies by
providing packaged inputs.it lena' .onalisat fon measures;
markets; withdraw labour supplies stop
Supply of key intermediate input s(covponents

arrange boycot! by third countries, other
foreignecontrolied firms.

13,

po? 57 Aw

14.
home 3 Fs

414, >

terket Ge etc, aid agencies fromscure


