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1. The pattern of a new empire
The traditional, and continuing, focus of the

study of international polities is the nation-.state, This
study has been supplemented by the study of alliances and
international organisations, Comparatively few scholars have
recognised the multi-(or trans- or supra.) national corpora=-
tion (MNC for short) as an important actor in the arena of
world politices, Whatever the reasons for this neglect in the

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

world politics without adversely affecting the quality and
1

realism of our models of the world systemj for, as the US

Deputy Under Secretary of ftate of Cconomic Affairs points
2

out 3

"The outward surge of (American) corporate enterprise

at its present magnitude has a powerful impact on a
broad spectrum of poliey issues; on the (US) balance

of payments, on the international monetary systemy...
on the industriasl structure of certain forsign eountrie;
of the extra territorial extension of national policles

1, Por an example of more expressions of similar sentiments‘
sees Oeorge Modelski,"the Promise of Geocentric Polities”,
World Polities, XXII, No,4, (July1970), 616-635, 619

2, Wathaniel Samuels, "American Business and International

investment Flows", Department of State Bullet in, January,
12, 1970, 33-38, 33, ;
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and laws, on @conomic assistance to less developed
eountries, and a host of other problems of zreater of
lesser importance, It becomes difficult to know where
businegs ends and foreign poliey, egonomic and politieal
begins,” (My paren'h: ses and emphasis),.

But before we can talk of the M'C, we must know what
kind of animal it is we are talking about, 1t is possible
to define an MIC in several ways: by the extent of its direet

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 énvestment criterion is used., The extent of overseas
assets defining multi-nationality varles as between countries
and as between different analysts, Thus 25¢ of assebs 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 onej we
woald be hard put to define one,

The power and influence of MVCs stem primarily from
their size and global reach,

1.1 The size of MICs

Many individual MNCs produce goods and serviges whose
total value excseds the Gross National Product (GNP) of many

fair-sized countries, Table 1 compares the GNPs of a sample
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of Latin American countries with the gross scales of some
large MICS,

Table 2%

GRP
Us £/ million

3 T Grese sSales
MNC % us £ million

B

Country.

19300
9200
6200
4900
4500
1400
1300
1200

Argent ina General Motors 24000

Venezuela Standard 0il 18000
Columbia General Electrie 7000
Unilever 6000
1.T&7

I.C.I

Hitachi

Feru
Chile
Uruguay
Zeuador

Boliva plus Montecatini

Paraguay
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Data sourcess World Bank Atlas (1968) and Fortuns HMagazine
(1970) After Geoffrey Oldham at the Universiity
of Sussex,

As Leo Model points outs

" ... On the basis of the gross value of their output,
US enterprises abroad in the agregate comppise

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 States and the Soviet Union"

*Although 1 quote these figures because they were readily availa=-

ple to me, the emphasis of lLatin meriecan eountri?grifagniitgigtly
¢al, 1 submit that we in I i % v g 4

::séggggnlts iatin :merica and that a deliberate bias towarﬁs*tg?t

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

place.

3, Leo Model, "The Polit ics of Private Foreign investment" in
Poreign Affairs, Juns, 1967, P.6d1.
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I, for one, would not be averse to using the term
‘country' to designate the aggregate of mult i-national
corporat ions (NMCs) - at least the largest of themj for, as
1 intend to show in the succeeding sections, a growing number
of these corporations have 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 worlde-war, colonialism
has been replaced by highly organised international capitalism
as the chief agent of economi¢ domination and imperiaiism,

The operat ional 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 U8, Thus, with 67 of the world's
population, the proportions of the world's raw material outpuf
requred by the 7t to sustain its level of affluence arel
3% of the world's production of bauxite, 407 of the nickel

and tin, 36% chrome, 14% of the 2ron and lead, 287 of the

potash and so on.4 If the rest of the world consumed steel

at th: same rate (per capita) as the US, the world's known

reserves of iron ore would last for less thah a fortnight,

4, Keith Buchanan, "The Ceography of Empirs: Part three ", in
The Spokesman, late 1977,
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1.2. The global reachof MNCs

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

eonsumption levels, the world's MNCs have to have the freedom
of access to the natural and man-made resourges of the entire
globe, The MM 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 MICs is a pre-condition for their
cantinuid existence. To illustrate this reach with Us
gigures s US direct foreign investment (DFI) in 1968 stood
at around # 7C billion, Of this, almost two-thirds was in
developed countriest Canada and fGurope £ 21 billion each;
Japan, Australia and Wew Zealand accounted for about
2 B billion, 207 of all investments were in latin Ameriea
and 2,57 in the Middle-Zast,

Because MVC imvestment 1s skewed in favoured of the
developed worldt'ﬁany people think that g£lobal domination by
MNCs is really only a rich man's problem, The importgnce of
Third World investments becomes apparent when we consider
the industrial sectors in which the Envestmenta have taken

place and the volume of earnings rather than the volume of

* This 1s merely lllustrafive. Wevertheless, it is more than
representativej for, US MNCs are the biggest and most powerful
ones, Their gpperations tend to domina‘e the scene, Thus,
between 1960 & 1967, US direct foreign investment (DFI) in
Latin America amounted to 5 4 billion, All non-U& DFI
together came to only £ 2 billion,

** At the end of 1966, for example, the book value of D¥I

in the world was £ 9C billion, Out of this, some £ 30
billion was in the less-developed countries (LDCs)
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it turns out that the extractive industries
(Mining & Smelting, Petroleum, Plantation) are over-represented
in LDCs while the manufacturing sector is underrepr:sented,
As for ea'nings, the 2,5% of Us UP]l in the Middle-East
genera'ed 14% of total earnings from US DFI overseas,
Whereas account for around a third of the world's total
book value of DFI, these investments generate half the total
earnings of all DFI, The proportion of total earnings
acecounted by the nations of all the White Worth is considerably
below their share of oversecas investments,S

Significantly, investment in the Third World is
inereasing., Between 1950 and 1960, North American DF1 in lLatin
Amerlea nearly doubled from £ 4.4 billion to £/ 8.4 billion,
Betwaen 1960 to 1968, Oerman investment in Latin ‘merica
inereased by over four times, from / 27 million teo £ 112 million
(342 of Cerman DFI is in ILDCs) Prench D1 in the same region
over the same period registersd a six-fold increaze from £ 10
millionto £ 60 million, 25% of all Japanese DFI is in latin

Americs, 197 in 5.E, Asia,

On earnings from these increasing investments

Baran and Sweezy comment:

Cont'desans

6, Paul A Baran and Paul M,.Sweezy, "Wotes on the theory
of imperialism" repr‘nfad in K." ann and Donald C,
Hodges (eds,), Readings in US Imperialism (Bostton,
‘*’QSS, 1971 ] pt"




"From 1950 through 1961, mited States corporations
were able to expand f&@;r direct foreign investments
by £ 27.5 billion while at the same time taking in
as income Z 9,6 billion more fhhﬂ they sent out as
capital, Toreign investment, it seems, far from
being a means of developing unﬂerdev&lﬂpe“ countries,
is a most efficient deviece fro fransferring wealth
from poorer to richer countries while at the same
time enabling the richer to expand their control
over the economics of the poorer®, ‘

Thus the pattern begins t- emerge of a new empire
of a new "countyry " - the condaéderation of the world's Wis,
in simple terms, high profits and raw materials from investe.
ments in the third ¥orld Purnish the inputs necessapy for the
egonomic colonisation of the White North and ar as which are
at present less profitable, such as parts of Afrieca and
Oceania,

2, MiICs and national sovereignityvs the confligt
in the developed worid,

The N¥Cs and its role in the developed world became an
'in' subjeet during the mid-sixztiesj the 'menace' of corporate
expansion caught the popular imsgination with the publication

of the book, The imerican Challenge, by J.J,Bervan-Schreiber

in 1967. Mich has been written zxmmm since that time about the

conflict between the goals of the MNC and the goals, economic
and political,of the nation-state., It is not my purpose
here to rehearse all the arguments and contentions nor evento
enumerate them, ! shall merely abstract what appsar to me

to be the major conflicts around which the other s cluster,

either as causes or as efiects,
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A few months ago tie contents of & top-secret report of

the Canadian government was leaked, rep as prepared
by a task foree on forsign ownership in Canadian industry
headed by the Canadlan Minister for Revenue, Mr, 'lerb Gray.
The report (in its published version) makes two points : the
high degree of f-reign ownership in Canada works against ths
Governaents!? ability‘bf carry out "a policy of full employment
because the key decisions are being made in coerporate head
of fices abroad with an eye to profits not to eaployment and
progeess in Canadaj and if Canada continues down this road
it will become impossible to retain or develop a distinctive
Canadian culture”, This statement epitomises a conflict
that is increasingly being reseclved In favour of the MNC,

in pre-MiC days, the growth of the Big Corporation
in Burope and Yorth ‘merica was accompanied by the growthof
the Big Union and Big Covernment, These provide tie
counterveil ing power to the corporations, [n Constrast, the
adv:nt and growth of the MNC has not been accompanied by any
organisational or institutional device to provide the ¢ounter-
veiling power, M"Cs are thus able to follow a policy of
global toptimisation' (or 'Vietnamisation' 1f you really wish
to be unking',) with considerable freedom and are able to
detour around national economie polieles, Thers are numerous
examples of the exercise of this power, 1 shall mention

only one rec=nt happening in Britain, A prolonged steike

oont'Geevvsee




at one (or all, I cannot remember) of the Ford Plants

Apitain caused Wenry Ford himself to intervense, Juring his
visit to Britain he was jinvited by the British Prime Minister
for a meal and a chat, (is it not significant that the head
of the Covernment of onecof the worlid's richest natlions invites
the chief execitive of a foreign corporation to ciscuss a matter
of corperate policy?) The strike was resovled but the
management recommenced that a large new enginse plant

that Ford was planning should be built fot in Britain but

in Cermany. Thus the British worker was denied the opportunity
of employment while hi)s somewhat more docile (or more discipe

\

lined, depending on your viewpoint) Cerman counterpart gained,
Heither the British nor the German Covernment had any say in
the matter of an investment that would have substantial
economic eonseguendes]

The growth of MiICs,appears inevitable notwithstanding

the fact thut their pel icfes are often in conflict with

nat ional objectives, The Gray report (mentioned above) warns

£ the possibility that such snterprises could use their
power to play off the government of one country against that
of another, "it may well be", adds Gray, "that co-operation
between governments will be needed in the long rum if this
power is to be containedS
The MNC may have to be matohed by not only intere
governzental co-operation but also by the ™I - the milt e

nat ional trade-un.ion,
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2.2 ?§€§§§%ﬁﬁii 2] imperatives and the suppregsion of the

The ultimate imperialism is of course that which
suppresses the individual against his will and eonsent, Jupele
goribing all the conflicts between the policies of MiCs, and
national policies is the very resl and fundamental conflict
batween (what may be called) the imperatives of technology and
the needs of the individual, The seeds of this eonflict were
sown at the time of the industriasl revolution; and developed
nations are now reaping & rather bitter harvest., Mass
production and advanced technology demand centralised control
end direction and above all, stability., On the other hand,
48 the g uality of life becomes a central concern of the
individual, he demands that the corporate, communal, decisions
which inevitsbly aifect his 1ife be made g proximate to his
pergonsl, individual interests, The two demands are
basically irreconeilable, The conflict has been brought to
@ head in Britain where, ironica.ly, the secds of this
conflict were first sown, The desire of the Establishment
and business insterests to enter the DNEC in an expression of the

thrust of the technological imperative, The wide-spread

opposit ion to entry is the expression of the demand of the

individusl, At this time, it is an open guestion whether
the MNC or the individual will triumph, The odds are on *he
MNC.

cont "dessesse

* One out of every nine workers in Scotland Is employed in a
Uf-owned enterprisej over two-fifths of Aritain's oupput
of computers and over half her cars in the mid-sixties came
out of the plants of YS.owned MCs,




Developing countries depend almost exclusiyely on
imported technolog for thelir industrialisation, They can,
in fact, do nothing else since their indigenous ecapacity to
innovate is 2ither very meagre or non-existent, The imported
technologies have been supplied by MVCs, for it is they who
generate and centrol the technology - the know-how, “he
disparity between MNCs and LDCs in the capacity to generate
new technologies may be gauged by noting that most MCs spend
an average of 5% of their gross sales on fhessarch and Develop-
ment (R & D), most of it on missioneoriented, applied
research, By contrast, developing countries spend between
0«27 and O.8f of their ONPs on R&D, much of it on basic or
nonenission-oriented r.gearch that results in little, if any,
indigencus technological capabilitye, Hsihg these percentages
on the figures of Table 1, it is apparent that the R8D budgets

of the large MNCs ind.ividually exceed the HAD spending of all

Latin American countries put together!

it is not my purpose to enumerate the consequences for
developing countries of this dependence on MNC.gupplied
technologys these are welleknown and will be discussed by

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

* China 18 en @xcept.on. Lo tOD .16 indla, @aibeit tO a lesser

extent,

**The gonseguences include sdualist economiesj low labour
utilisationj monopoly rents for 'transflerred technology'!
the creation of enclaves of Westernised elites with developed
country consumption patterns, etc, ’
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how the M'C can use its enorzous bargaining powar to its
advantage and undermine, or render ineffective, planning
strategios (where tiese sxist even on paper) of developing
countries,

3.1, The source of the bargani

i have already indicated how the MIC is a powerhcuse
of technological generation wit a capaeity fur in excess
of that possessed by developing countries, BDut there are
many MNCs andy & priori, it may be thought that there 1s at
least an oligopoly, if not 2 free market, in the supily of
technology, In principle there is, but the buyer must have
the knowledpge to choose between alternative suppliers, But
if he had enough knowledge about thoe technology 00 make a
sat isfactory rational choice, he is likely not to need to
shop abroad for the technology (embodled knowledge)s
This picture 45 an overs implification,of courss, but it
does bring out a peculiarity in the ‘'knowledge market?,
Enowledge asbout kmowladge and knowledge can amount to the
same thingeand often do, The source of the bargaining power

of "Cs can be traced to this peculiarity. The MNC knows

that the LDC doss not know and that it (the LDC) cannot
e

find out without the MMC's helip,

* In this context, I am lamping the local (i.,e, LDC) private
seotor with the MNC, Cenerally, the local private sector
has no cause to bargain with an MNC, This sector is simply
@& local agent of intermational capitalism, aligned with the
MNC against the government of the LIC,

Cont'daesssensenses




igq&h@ bargain iy
and L.DCB,

A noneautarchic path of development implies the
involvement of foreign technology inputs, 5o long as these
inputs are provided by the MIC, so long will there be
barsaining between the LD@ and the MRC, It is entirely
outgide the scope of thig paper to discuss all the
8 trategies of bargainingj only the essential elements can be

list in k& a brief, almost telegraphic, form., Table II

attempts this,

4, Conglusions

It is the business of scientists, natural and soclal,
to solve problems and not to be seen mer ly grappling with
tham, however feroeiously. . have tried in this note to
sketgh the pattern of a new ec nomic empire, consolddated
and expanded b, the multi-national corporation, What, one
may ask, are the methods by which one may combat this elsment
of neo-imperislism? Here, I confess, . fail as a scientist,

do not have detailed solutions, Only some rather banal
generalities, 1 shall set These out for what they are
worth,

1. MNCs are growing both in s8:20 and in power,
Technological imperatives backed by powerful
bourgecis elites drive them on, There is little,
if any, counterveiling pover in the hands of the
people affected, Developing transenational
institutions, such as mult .-nat ional trade

unions, and intere-govérnmental co-operation can
provide some of the countervelling power,

cont "dg,noonoo
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o long as the lessedevaloped counteyli s do not
improve thelr fﬁisa;};nﬁ§ﬁWﬁ? vig-a=vig the
Wls, they will L%ﬁl inue to be at a considerable
disadvantage in respect of buying the technology
that they need, hﬁ e@ssence @f gience and
Technology policy in developing eountries

should be to devslop the infra: st racture

(Iregret the jargon but it seems unavoidable!l)
and institutional means to improve their
bargaining pcw&r. it should he recognized
though, that this bargein: ng ean rar@*y, if ever,
be 5ymm@tri@ @abﬂ?ﬂ pan MY for if 1t

e and huu% 4

were to become ay@m&fwiu, the LIC would not be
an LDC but & davaloped, probably imperial,
gcountryl

less~developed countries which are short of teche
nology but not of foreign exchange should invest
in the developed countriss apnd form 5ugﬂiﬁ;arﬁ@s
of their own in the developed countries, This is
a somewhat ! aV@P4Gﬁ suggestion but gwﬁiﬁﬂgﬁh
thought will revealit to be not such an absurd
ideg after ali.
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Tabel Iis

(After Hobing '“urray at the Institute of Devslopment Studies, miversity of Sassex,)

Threat or action by LDC

Responsd by '"WmC

Limit divident remiftance in proportion to fikms eguity

contribution, ,

peeifly levels of cquity investment,

Agreements with other LiCs (royalties tax ete.)
tpeeify gearing rat.os,

Limlt royalty rates,
daport cutles and controls: prograzme of
import substitation,

Fstablish control over export price; market through
pablie sector abroad,

"

fpecial foreign exchange (F,%,) rates for company.

Hation foreign exchange; link f.e.availability to
export eamings; auction f.e, certif.cates,

Hestriet immigration of skilled ‘echn ciansjiimit on
pays§ programme of isatiom,

weécure joint venture between government and company.
(so=called jointesactor)

~ Make export yuotas dependent on internal expansion.

Kat icnalisation,

‘Artificial® competition by inviting other companies/
countries to form linked industries providing .nputs/

markets, ete,

Threat of not investing/expanding,

Sguity eontribution in kind,

Open account inventory fimancing.

Tinsnce from eounterpart funds/

connectaed banks/tied aid,

Transfer accounting.

Expatriate funds through €ramsfer pricing
on imports/export; change timing of payment
of affiliate debtsjfoes aniroyslties changej
change account ing proeedurss; swop funds
with local sabsicdiary of another foreing
gonpany.

Persusde public and private credit suppliers
to insists pn rolaxation of controls
pressure ow World Bank, Ald agenciesj
Pressure of inteprnational law against
contract breakings,

Select ive«igation in none-ksy arsas.

Provids perks to personnel,secursloyalitys
contracts only with snti-defection clsuses,
Direct payment into foreign bank acecounts,

Ensare masag ment contracts of joint-vone
turej with hold key technolegies by
providing packaged inputs,

inti-nat ionalisat ion measuresj cut-off
markets; withdraw labour supplies stop
supply of ksy intermediate imputs(componenti
spares etel),withdrav shipping services
arrange boycot* by third countries, other
foreign-gontrollied firms,

International proscure from home governme
aid agencies, UN.ec . .




