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TRANSNATI ONAL_ CORPORATIUNS AND DEVEL OPING
COUNTRIESy SOME ISSUES IN INDUSTRIAL POLICY

Samuel Paul

Tranenational Corporations (TNCs) have been the target
of considerable hostility and criticist around the world in
recent ysars, They have been accused of political intei-
ference in the countries in which thay operate, corrupt and
restrictive business practices, thwarting the goals and
policies of governments and challenging the sovereignty af
national states. Governments of both "hast" and "homs"
cauntries have besen actively engaged in devising new policies
and regulatory measures to deal effectively with TNCs and to
monitor and control their operations. The call for a New
International Economic Order, which has attracted considerable
public attsntion of late, has brought into sharp focus the
concerns of the developing countries in this regard and their
intense desire to be equal partners in the design of an
equitable world economy, The international deliberations and
interventions which have baean organised and promoted under the
auspices of the United Natfons in recent years arse a direct
consequence of this development, Tha,rolé of TNCs has

figured prominently in these discussions1.

The rising storm of hostility that has strick the TNCs
in the Seventies stands in sharp contrast to the wave of
suphoria and optimism that swapt the‘Sixties when TNCs were
hailed by many western observers and scholars as a powerful
engine of development and a major force for rationality and

efficiency on the intermational economic scene. The combinatien

—

Te  United Nations, fyltinetional Corporations in Worild Dgvelopment,
New York, 1973, .



of capital, technaology and management, and access to markets
that TNCs offered to the dev loped and developing countries
appeared to be both unique and iiniovative in the eontext of
their neesds. TNC opsrations around the World expanded at a
fast pace during this period and most governments did not
consider it necessary to intervens in or regulate their
éctiuities and practices, Impressed by the phenomenal spread
of TNCs world wide, influenfial observers even prediceed the

demise of the nation state as an economic unitz.

The marked shift in public attitudes towards TNCs that
emerged in the early Seventies has given a rude shock to the
Naive thesis that the globalisation of economic activities
through the medium of TNCs is the answer to the complex
problems of world development. The conflict between TNCs and
nation states which have surfaced in the past few'years bear
eloquant testimony to the limitations of the approach implicit
in this thesis, There is considerable evidence to show that
the international integration of sconomic activities through
the unfettered operations of TNCs with no longer be accaptable
to most countries today, just as the plaa.for free trade did not
receive much international suppert in a previous era, fop

very similar reasons®,

It is against this backdrop that the efforts under way,
at national and international lavels, to cope with the promlems

posed by TNCs activities should be Viewed, Natipnal responses

2. C.p, Kindleberger, American Business Abroads 2ix Lecturs on Direct
Inves tmont, New Haven, 1969, p. 207,

3« Penrose, "The State and’ Multinational Enterprisss in Less

Jeveloped Countries®, in Ounning (Ed). The Multinationa)



to these problems have Varied from nationalisation and take
over of TNCs at gne extreme tg the formilation of new policies
and a code of tonduct to regulate their behaviour., At the
international lovel, the approach of the United Nations
toprssonts an endeavour tg minimise thg Negative aspects of
TNCs and enhance the positive aspects of thejr contribution

to development, Towards this end, the United Natians
Lommission on Transmational Corporations has initiated a
8eries of interventions, Firstly, the Commission is currently
engaged in the formulation of 4 code of conduct for the TNCs,
Secondly it plans tg develop a comprehensive information
system on the activities of TNCYL; Thirdly, the Commigsion
has, through the UN Centre on Transnational Corporations (CTC),
initiated a Frogrammg of technical cooperation tg strengthen
the negotiating tapacity of developing Countries, The range

of issuss and Measures involvsd in dealing with TNCs thus
coveld a very wide Spectrum irdesd,

Though the Proposals for action and policy interventions

at the internatianal leval have much greater visibility, it

this purpose with vigour. First of &ll, most of the action
takes place at the national level, and direction, monitoring
and control of TNC actiyitioss cannot take mlace without he
active involvement ang understanding of the state, Sscandly,
the expansion ang influence of TNCs around the world ars, to
8 large extent, dus tg their wegll Planned strategies angd

. . 4
organisational strangths whichk have baen amply documented

o . — e

4. See Stopford ang Wells, Mapagin the Multination Enterprise,
London, 1972, Barnet and Muller, Globat Reach: The Power of the
; R PR
Multinational Lorggrations, New York, 1574,
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It is being increasingly realised today that the publie
institutions of nation states have lagged behind in fully comprehending
the consequences of TNC strategiss and evolving and initiating policy
interventions to minimiss their negative effects.s This failure has been
gven more-serious in the case of the developing countries. There is ne
doubt that if the governments of developing countries reécognise this
failure and formulate conscious Strategies to deal with TNCs, they dould
improve their ability to mimimise the negative effects and segment the

positive contribution of TNC operations,

Thirdly, interventions at the international level will not go
far if the strategies of nation states are weak and their ability to pursue
them is limited. The interventions at the intarnational-andlnatimnal
levels are complementary and must comverge if optim=l rasulté are to be
achieved. The declaration on TNCs which has bsen prepared and promoted
by the Organisation for *conomic Cooperation and Development (O0ECD) is an
sxample of a collective endeavour which has derived its legitimacy and
.strength from the suppert amd effective action of the more developed
countries which in turn have the ability to formulate and implement :
their own strategies, keeping in view their collective interssts. TNCs
are not the subjects of international law, ThereFer, it is only
through national legislation that even international agreements and
interventions in relation to TNCs could be made to work. Thus, an
important pre-requisite for the success of the propoced efforts of the
United Nations with respect to TNCs is the capability and willimgmess
of member states, especially the developing countries, to formulate clear

objectives and policies to guide their transactions with TNCs,

<

S. Agter and Gondman (Ed), The Myltinational Corporation and Social
thange, Praeger, 1976, chapter 7. '




The development of this capability in the poorer countries
is an uphill task, given the conflicting and shifting goals and
interests which dominate the scene, their relatively weaker pro-
fassional and techrological manpower base and the limitations
af their administrative systess., Yst, it is a task that
deserves the highest priority for the reasons mentioned above.
The purpose of this paper is to examine same issues of a
‘strategic nature which are relevant to the. strengthening of

this capability in developing countries. lWe shall ‘analyse these
issues, however, against the backdrop of the recent world trends
in TNC growth, and the factors which haué aggravated the termsions

betwesn TNCs and nation states.

L. Growth Trends and -—ources of Tension

AN analysis of the growtﬁ trends of TNCs in the
seventies reveal four important features which devazloping

countries should take into account in planning their strategiss
towards TNCs,

(1} The direct investment stock of TNCs on a world
wide basis increased from $405 billion iﬁ 1967-to $158 billion
in 1971 and $287 billion in 1976. The stocks of diresct invest~
ment of TNCs have grown at about the same rate as the gross
‘national product of developed countriesﬁ. Though this represents
a significant record of growth, the traditional countries of
TNC Drigin.such as the USA, U.K., and Ffanbe expanded their -
foreiyn operations less rapidly in the Seventiss than newer TNC
home caountries such as the Federal Republic of Germany, Japan,

Switzerland and several other smaller countries.

6. The analysis in this section is based largely on United Nations,

lransnational Corporatigns in World Dovelopments A Rewsxamination.
New York, 1978, o '
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Equally noteworthy is the growing tendency for smaller
corpora£ions in inany developed countries to g¢ transnational.
vocialict countries and come developing countries have also

ventured out into the transnational corporations' arona,

(2) Of the direct idUestment stock of TNCs, only a
quarter has benrn invested in the developing countriss,
and this share has declinred in recent years. Further, most of
this investmaent ig concentrated in a few sountries rich in
mineral resources and others which are the more industrialiced
among the devaloping nations, TNC operations are heavily
concentrated in the high income, developed Countries, and
minimal in the least developed countries. The primary focus
of the larger, technology intensive TNCs has thus beasn on the

rich foreiyn markets like theose in theirp home countries,

(3) UWhile the dominant tpeng in the Sixties was the
astablishment by TNCs of wholly owned subsidiaries, the
Seventies have been marked by the advent of Jjoint ventures and
diverse non equity arrangerents, Licensing, technical collabor-
ation and management contracts, in addition to Joint ventures, have
trendgformed the landscape of TNC operations and organisational
farms in recent years, with important consequencss for the
strategy and control of parent companies. These new
arrangéments have also renderad the conventional measurs

of TNC growth in terms of direct investment rather inadeguate.
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Thess changes are reflected in the growing intermational
trade in technology, which has far surpassed the growth rate of
direct invuestment. From $2.7 billion in 1367, payments for
technology have increased to a staggering $11 billien in
1975. Most of these transactions have taken place ameng
fourteen developed countries. Joint venturess, licensing and _
similar arrangemsnts have also becoms increasingly popular bet-
Ween western TNCs and thé Socialist countries of Easﬁ Europe.
The number of industrial cooperation agreements between these
two groups has increased significantly from 600 in 1973 to
1800 in 19?6.

(4) A direct corsequence of the features outlined
above is the increasing competition that has begun ta
characterise the operations of TACE. The widening of the
range of source countries from which TNCs spring, the imcreased
number of medium and smaller corporations from Several countries
including the East Eurcpean Socialist hloc and develaming
countries which are venturing into transnational opsrations,
and the growing use of a uariwt} of equity and'non-aquity
arrangements are factors which could bs used with advantage
by developing countries which have to deal with TNCse, However,
against the potantial for increased competition on the supply
sidc, Host countries wiil hauG to reckon with the increasing
size of the larger TNCs and their comsequent tendency to
integrate and control thblr operations worldwide. Both these
developments have 1mportant implications for the strategiss of

developing countries,
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The accelerated growth and expansion of TNCs have un~
doubtedly been facilitated by the unprecedented shrinkage in
international space which has occuyrred in the past couple of
decades, New and speedy modes of intefrnational travel, communicatieon
and related technologies Buch as computerisation have brought about
a new sense of interdependence among nations and provided new
opportunities for enterprises to expand outward from their home
countries. However, the same forces which nurtured the growth of
TNCs have also aggravated the tensions arising out of their operations

in interdependsnt states?

A TNC is subject to three sets of influence. First and

foremoét, it has i%s own global strategy of specialisation and
integration into uhibh its affiliates in different countries must
fit. Secondly, the home country in which the headquarters of the
TNC is located will have an influence on its operations, Finally,
the host countries in which its affiliates are located will attempt
to influence its act1u1tles. The prime source of the tensions
bstuann TNCs and nation states lies in the multiple jurisdictions
and consequent pulls in different directions implicit in this
érrangement-which in turn are due to the obuioﬁs lack of congruence
in the gocals of the parties inuolued. in more specific terms,; the

sources of tension are threefoldl

(1) Through the medium of TNCs, models and patterns of
industrial development and tochnologies tend to be transmi tted
to host countries which are not in harmony with their preferences,
needs and cultures. Products which cater to the small, but rich
elites in these countries, technologies which seem imappropriate
and incapable of meeting the basic needs of their masses and TNC
conduct and practices which are alien to the values of the local
people have been sources of tension in ssveral countries,

7. R. Vernon, "Storm cver the MUl tinatiocnalss Problems and
Prospects", Foreign Affairs, January, 1977, Pe 244,




(2) Host countries have fg}t concaﬁned that TNCs were
unmindful of theirp objectives ang have thwarted theip polieiss
in theip singlemindaq Pursuit of pro~determined global
stratogiss, Government of Poorer countrics which arg incroas-
ingly Planning and setting prioritics for their developed fase

such conflicts mora often than othars,

(3) Governments, especially thosg of developing
countries, have felt threatenad by the direct ang indiract
interference of ThCs in their interna) affairs. Politjcal
involvement of TaCs and their imtrusion into internal affairs
of host countries through the "extra—territorial applicationh
of home country policies have had tho effect of coﬁpromising
the autonomy and Sovareignty of the host country,

Of theso, ths thrsat to national objeetives and
Sovereignty has bgen the primary source of conflict petwesn
FTNCs and nation states. Much of the Rational and intesnaticnal
ac tion which countrios have initiated in racont years has been
motivated by a strong desire tg elininate this conflict, As
deviloping countriss become norg PuTposive in the directions
they set for their future development and moroe sensitive to
the preservation of ‘their autonomy, such tensions aro bou.p'
to increass, The closing of ecaptain sectors of the sConomy
to foreiyn invastmgnt and the take ovep of foreign onwarshim in
critical industries are illustrative of the Rational responses
to these tensions,
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11 Dovelopin: .ountry Strategie-

The Mstrategy" of an organisation r.fers to the course
of action it adopts to achisve specified policy objectives,
consistont with its resoureces and constraints. The'policiqs
angd courses af action, whethsr fully articulated cor not, that
mahny dgueloping countries have adopted in relation to TNCs,
have for the most part been heavily influenced by the tensione
and conflicts discussed above, The two critical components of
nationzl strategies which are most freguently encountared in
developing cuuntries ara the delineation of sectors ci
industries opon to TNCs and the degree of Foraign equity
ounsrship or participation permitted_inVSchified eactara?.
The firet policy guideline attempts ko airact TNCs into
preferred and possibly high priority industries in the sechomys
TNCs are thue buing ssked to conform to the objsctives and
prioritics of the development of the country. The setopd
policy guideiine, through the restrictions placed on forsing
equity participetion, attempts ta diiute the control of TNCs
over national activities. It represents an-indirect efforé
to reduce the TNG propensity to guestion or viplate the
sovereignty of the state and thwart national goals and policies.
Thoqgh the details mey vary, the twin agbjoctivass impliod A
the strategios of most developing countriss are maximising the
achisvement of national development gpals and prioritiss, and
minimising the throat té national sovercignty and autonomy,

The procaesses useu in implementing these stratagies are
less similar. Many countries, including devaeloped countries, have
industrial policy statements which spell out special guidelines for
TNCs and other foraeign investors. Saveral countries have esenteal
screening agencies which svaluate, and approve foreign investmont,

technalogy purchase and tranc fer proposals,

B« Unitsd Nations, op.cit. pp. 182~89
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Some countries have multiple agencies dealing with
differant aspects of approvals., TNC responses in most cases
are obtained throigh the offeorts of local partners and goverhment
officials concerned with the relevant inaustrips. the primary
concern of most countries has been with the enforcement ef the

conditions of entry of TNCs.

Determinants of National Strateqy

Though developing countries have much in comaiony thoy
do not by any stretch of imagination, constitute a Homod anous
lot. They differ in the lgv-ls of overall developmant and
industrialisation, rosource endowmonts, tech mlogica) base,
‘national yoals ang devel opment stratogics, and political
ideologies. It is not, therefor., meaningful to talk-about a
uniform national Policy in relation to TNCs that all doveloping
countries could bo 6Xpected to adopt. Howuver, it is in the
interests of ali tg formulate and implament their industrjial
policy, :aking into account the major factors that influcnee

their bargaining power,

ldeally, a devaloping Country should build into its
strateyy towards TNCs the full implications of the opportunitics

and canstraints generated by the folliowing five factorss

(1) the objectiv.is ang praferences of the country inm

respect of foreign investment and technology,

(2)  the resources and lavol of techno—management skills

in the country,

(3) TnC Stratogies;

(4) home country policics and attitudus;

(5) competition from other host countries.,
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Among these, the first two are endogenocus factors fop
the host country whercas the other thres are 2X0g:nous in
nature and largely beyond the conicol of uhe Councry, Similarly,
the first three arc the mora decisive detorminants in contrast
to the remaining two which set the limits within which a

country can manoouvre.

1. National Objuctives

A country's attitudes towards foreign investment,
products and technology aru derived for the most part from its
political and social ideology. Policigs in respect of fopeign
ownership and control, and technology prufarences are mou lded
by thouse attitudes and the compulsions of the developmont
strategy of the country. In the developing world, there are
three arcas in which. the objoctives of a country will have
a direct baaring onm TNC activitices, These relate to the
country's desirued pattern of production, desired degree of
national control ovor economic activities, and desirad typos
of technology. Thise rbjectives are ugually artieculatsd in
the industrial policy of tho country. In reality, different
nations tend to pursus different combinations of these
objectives which in turn wili have important implieations
for the countries' transactions with TNCe. Examples of some
alternative choicus could be used to illustrate this point.
Thus, the desired pattern of produc tion may be designed to serye
the joal of nlitist (benefiting the high income group)
consumption or of mass consumption (henefiting the low incoms
majority). The desircd degree of national control over TACs may
be high or low., Ths desiped type of technoloyy may be cepital

intensive and more advanced, or mature, and mors labour intensive.
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A country may wish tc wursue an 2litist consumption
path, exercise strong national contrcl and import advanced
technalogy. Another country might wish to pursue a mass
consumption path, excrcise sirong national control and import

lass advancad, but mers labour intensive technologies,

It so happons that of the three areas rcolevant to the
national objectives, only the first two fall within the pur-
view of the country's initiative. The third, namaly, technology,
will depend on the response of TNCs, 8 will bo argued below,
TNC strategieos are influsneed by ca siderations of ownership
and control. Once the pattern of production and degree of
control are detarmined, THCs will tend Yo offer the kind of
technology that is consistent with the degroe of control envis—
aged by the country. Thersfore, the technology objective that
a cu ntry sets for itself snould by consistant with its produc t~

icn and contral abjectives.

Experience in many countries shows that elitist
consumption which calls for hih income goods, when coupled with
the desire for strong naticnal control over TNCe may be in-
consistent with a country's desira: to acquire advanced techno-
logies generally monopolised by a few TNCs. The countey might
still get access to high income goods of an older vintage,
basad on less advanced or maturs technologies. If the rational
pPropensity to control is weaE, there is a groatsr chamce that,
as part of the import substitution procass, TNCs with advanced
technologiss will come in and produce high income goods of a more

reccnt vintage!

In the case of = country bhat prefers production for mass
consumption, the degree of control desirod does not scem to affect
its technology objoctive in tha same fashion., This is because most
of the technoloyies which are cepable of delivoring low incoms goods

through the medium of TNCs aro the less advanced, mature technologies,
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It sc happens that these are tho relatively lese capital intengiue
technologies which in turn reinforces the development strategy of the
country. The mcee sophicticatod technologies of TNCs are generally
not geared to mecting the consunption needs of the low income masses of
developing countries. Basically, thesc are technologies designed to
meet the needs of the more affluent countriss and match the factor endow-
ments of thosc countries. It is most uﬁlikaly that TNCs will undertake the
ressarch, development and product innovations pecded to mect the basic neads
of duveloping countrios as the comnarcial viability {(markot sizo, profit-
ability, etc.)‘of the propositicn is very much in doubt.g Rdvanced techno-
logics have certainly been successfully applied to meting some of the
basic needs of the poorar societiss, but the initiative, for the most part,
came from bublic, nom-profit organisations and international agencies,
some of which have achiayed remarkable break throughs in agriculture,

medicine, population contros, r,-ztc.10

Perhaps it is pertinent to add that the refersnce here is to the
technologies relsvant to sectors of production catering to the codntry's
deomestic market. Where global (export) markets are the primary target

of a developing country, the issue of elitist versus mass consumption
becomes less ralevant,

9. See Apés} an&ﬂﬁbodman (Eds ), Dg.éit., éhEBier_a.

10, These new technelogies based on modern scientific and develope
mental work are certainly more impressive than the results :of the
work on intermediate technology, It.is doubtful that any country
would reject the import of sadorn tochanlogy wholesale on the basis
of the expectation that indigenous, intsrmediate technology would be
available within a reasonable time span. It is more likoly that countries

will import the more maturs technologies, and improve and adapt them
through indigenous RaD.
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In such cases, it is necessary to distinguich between the technology

and management requirements of the export sector as against those of the
domestic market. Thus a -~ountry which has minerals or gther rawmaterlals
in great demand internationally may well import advanced technoloegies for
the development of that sector and yet go far more mature technologies

in other sectors meant for deomestic consumption. Eimilarly, it is well
known that sone of the items of elitist consunption are also labour
intensive. We are, however, concernad with certain dominant tendencies

in the deualopﬂent.and uses of technology which tend support to the

propositione being advanced in this paper.

Careful orchestration of objsctives, then, is an important consider—
ation in the fermulation of policies towards TNCs. In their strategic
planning, developing countries should bear in mind that under the prevailing
international conditions, thev cannot pursue their production, control and
technology objectivss without internal consistency. It is only when the
priority is fer meeting inass consumption needs (consumer and capital goods
as well as public services and infrastructure) that the objectives of
exercising strong national control and acquiring the more appropriate,
relatively more labour intensive technologies cculd be reascnably met.

This finding has some important implications for developing country

strategles towards TNCs.

24 National Resgurces and Techiig~managerial Skills

The unique resources a country has in terms of capital, raw
materials, large marksts and -techno-managerial skills are certainly a
crucial determinant of its bargaining power. Its resource strengths will
enable the developing country to v-ry the nix of capital, technology and
management desired from TNCs in its favour. Availability of capital gives
the country leverage in its bid to reduce foreign ownership within its
jurisuictien. Houwevor, there is ample evidence to show that indigenous

majority ownership by no means gurantees effective national control,
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Unless the country's techno~managerial skills are of an adeguate
order, de facto centrol vill continue to rest with the TNCs, Thus, it
is said that Indonesia was able to eliminace roreign ownership from its
mineral bhased enterprises. However, the effective managsment and control
of these enterprises continued to remain with the TNC techne~managers
assisting them as Indenesia did not nossess adequate skills in this area13~

The development of thesc skills and "learning by doing" should receive

high priority in countries which desire greater national control,

The experience of the Secialict countries of Eastern Europe in
dealing with Wostern TNCs, on the other hand, shows how the former have
bean able to suecessfully acquire technology or enter intg Joint ventures
because of their strong capital and techno-managerial base, They have been
able to bargain effectively with TNCs and #stablish continuing relatiome
ships which have bu.n satisfactory to both sides. In an zarlier era, the
success that Japan hed in acquiring and developing technology while
minimising foreign investment is also attributed to the same combination
of strengths. 1In Japan's casa, of course, it is claimed that congumption
levels wers deliberately suppressed during this poriod in ordar to gener—
ate the capital required 12. Obviously, the national datarmination to
achieve the goal of self-reliance and the commi tment a2nd attitudes of

the Japanese pauple Pleyzd a key role in theip succass story.

Our conclusion on this point is that the ability of a cauntry
to attain effective sontrol ov-r ThCs will be greater if it has a
strong combinatiun of capital and techno-managarial skills. Indigenis-
ation of oumpsebbap goes only part of the Wway., The ability to acquire and
manage new technologiss Yhich is at the heart of coffective control will

depend on the degreg of indigenous technical expertise and managerial
competance.

1. United Nations, ogecit. PP. 103112,
12. Apter and Goouman (eds), gp.cit., chapter 5.
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The acquisition of this competence and experience calls for

deliberate, long term planning and sustained state support,

The most important exagenous influence that developing countries
Will have to contend with in evolving their Policy towazds TNCs is the
latter's oun strategies. TNCs tend to be good strategists and scan
their markets and newy opportuni ties carefully, The reason why developing
Countries should understand and anticipate TNC behaviour is to enable
them to use this information effectively in bargaining with them, Eaeh
™C has i's own histury and unique strengths which need to be studied
when dealing with it becomes nNecessary. Howsver, in ordep to determine
the relsvant Segments of TNC population which Sould be explored so that
adequate alternatives are gsnerated for consideration by the developieg
country, it is useful to relate TNC Strategies to the factors econsidered
critical by both TNCs and countries, viz., technology, control «and
imdigenous strengths of courttries, Technology constitutes the unigue
strength of TNCs and is a major reason why developing countries arg
interested in them. Effective control over TNCs is often a national goal
whereas minimising host country control is the TAC goal. Intermsl .
strengths such as capital, raw materials,_markets and technical expertise
add to the bargaining power of countries and could bs a point of

attraction for TNCs,

From the nationa] point of visuw, a useful question to ask is
"what degree of hational control will be acceptable to a TNC with a
givem lsvel of technology and given thg indigenous strengths the countery
has to offer?" 4 simple way of answering this question ig gives.ia
Diagram 1I.
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DIAGRAM I

Probable TNC Responses

Indigenous

Strengths of

Host country

Terhpelogy.
and Product
leadarship
of TNC Minor Strengths Major Steramgths
1. \Uholly owned 4, DNMajority ouned
subsidiaries &ubsidiarises
~ TNCs with advanced 2., Majority ouwned 2. Joint ventyres
- technologies, R&D subsidiaries {with local
strengths and/ partners )
_ 'strong brand names
1. Majority owned 1. Joint yentures
subsidiaries
[TNCe with mature 2. Joint ventures | 2. Minority owned
technologies, subsidiaries

Hand less merknt 3. Technical colla~
power(relative to TNCs boration
_with advanced technologies) 4 L;cgnsing
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This an.lysis which is based on international stuoies on TNC
strategies provides some useful insights into probable TNC responses
to specified host country conditions and constreints F”c1n; thnﬁﬁs.
In terms of effectiveness of control, it is assumed that the wholly
owned subsidiary is the least amenabls to national cnnétcl. Gn whe
other hand, tschnical collaboration and licensing ars institutiaenal
devices which pose the lgast threat to national control. Other organ
igational forms lie in betwesn. Needless to say, the simple dichotomy
in terme of technology, indigenous strengths, ste., implied in the matrix
is meant only to highlight certain tendencies in TNC behaviour. The
reality, of course, is much more complex. Uiagram I depicts the likely

strategies of the TNCs under Varying conditions.

(1)  TNCs which enjoy a high degree of technelogicel and markoet
leadership (advanced technology, R&D Superiority and product brand names)
are likely to bargain for wholly owned subsidiaries. Thess companies wjill
usuelly have monopolistic or nligopolistic advantages arising from thair
strong R and D, and markst Power or brand names which enable them to
follow a tight stfategy of integrating and centrally controlling their
operations world wide. Such giant TNCs which have little competition
to fear and can extract manopoly rents will strongly r951$t natignal
equi ty partlcﬂpatlon and control. They are fairly self contalned in
terms of the resourcss they nced and would expsct countries to fit into
their global strategy, spacially if the latter have no indigenous
strengths to offer. vompanies like IBM and Coca~Cola fall in this
category. Within this segment of TNCe those at the lower and whose bar-

gaining power is not as strong may under certain circumstances agrea to
. majority owned subsidiasries.

13, Stopford and UWells, op, cit.
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(2)  TNCs with advanced technologiss which fFind the ma jor indigenous
strengths of @ country valuabla, m&y agree to settle for ma jority owned
subsidiaries, and less frequently for Jjoint ventures, In this segmant of
TNCs, one finds the more diversified TNCs which wish to take advantags
of the resources and strengths of host countries and the medium class cf
TNCs which ara not as large as the giant TNCs Ror with the same degree
“of market powsp, Clearly, TNCs which need the indigenous strengths of a
developing country to complement their rescurces will net bargain as hard

to resist national control.

(3)  TNCS with less advanced or mature tschnulogics and without
strong market power also tend to be more amenable to natinnal cuantrol
even if the indigenous strengths of the host country are nsgligible.
They might agree to majority ownarship arrangements op Joint venturgs
s8imply becauss they are not as safe from competition as the TNCs with
advanced technology are.

(4)  TNCs with mature technolngies and Products are likely to
accept more stringent National control ang "unbundling" arrangemants
if the dev-loping countries have certain critical strengths and
resources which can help them survive ang grow in the face of intepe
national compotition from stronger rivals, Thus whers access to internal
markots, raw materials, capital and techno-managorial resources seems
promising, these THCs will be willing to agree to minority onwership
arrangements, technical collaboration or agsistenes, management
contracts, licensing or othar Forms of cooperation with local maptnors
and enterprises which tend to bestow Progressively greater control on
the latter. ftedium sized TNCs from "middig Power™ countriss, small TACs
from advanced industrialisaed Countries and TNCs from the nore industrialisaed

among the developing countriss fall intg this cateyory.
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Sweden, Denmark, Austria,Nommay, Japan and some of the East
fﬁropaan socialist countries are examples of middle power countriass whose
. THCe may fit this pattern, Similarly studies have shown that smallep
- TNCs from countries such as the U.5.A., U.K. and France aleo tend to
- behave in the same Fashien14. A more recent development is the entry of

several enterprises into the arena of TNCs from some of the developing
countries (small by international standards) which have adapted mature
- technologies and Products to sult their cwn needs and then exported tham

to othar developing cauntries, Smaller, less deqelﬁped countries which
have limjted doemstic markets and an adequate supﬁly of labour tanmd to

find these low volume, labour intensivg tschnolggies more approrpriate tc
their needs and less expensive than the more sophisticated, high-volume and
hihgly capital intensive technologies of the larger TNCs from agvanced
ccuntries15. An increasing number nof Joint ventures and subsidiaries

are being set up in Ether countries by companiss from India, Philippines,

and some Latin American countries.

Even the larger TACs may be willing to adopt minority control

strategiss, but only in those of their preduct lines which are based om

the more mature technologies, They may set up new joint ventures to handle
 their low technulogy products, as a responss to the competition they face,
but refuse to do so in respect of their high technology products, The
strategies of middle power TNCs and the smaller TNCs tan also be explained
in terms of their greater need to compete with their rivals in which efforg
A they find the complementary resscrces of developing countries highly usefyl,
Thus, Japan set Up a number of minority owned ventures in Asian countrjes
in the Sixties to take advantage of the rauw materials and markets in the
region and alsuy to minimise the risk nf inves tment abroad16. But the

technologies they transferred were invariably of the less advanced,

fpaturs varisty,

14, 1Ibid,

15. Ses K, Balakrishnan, "Indian Joint Ventures abroad," Economic_and
Political Weekl » May 29, 1976, 5, Rose, "Why the Multinational ide
is Ebbing", Fortuns, August, 1977, pe. 115,

16+ Apter and Gondman, opecit. pe 142
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4. {Home Country Policias

Though evary host country dioals directly with TNCs; and important
source of in.luence on the lattor wiv ch ih turn rakes its impact falt on the
hose country's manoevrability is the policies of the country in which the
TNCs are based. The home country's ability to intervsne nr provide support
to its TNCs depands on its cwn political and econumic powers Most TNCs
are owned by nationals of industrialised countries who have greatsr inter-
naticnal power. Measurcs tak.on by developing (hcst) countries could be
countered by them espucially if the former succeed in improving their
bargaining power. Counter measurns in respect of balance of payments,
taxatioun, etc.could well have advorse cnonseguencas for developing countries.
Here we have ean important suurce of the tensisns arising from the multiple

Jurisdicticns to which TNCs are sub juct,

Obviously, developing countries should understand and ‘
anticipate home country poli .iss while planning their‘auzatnglosgii :
is equally important for thom to censider tha source countries of TNCs
as a dimension in strategy formulation., A positive feature of TNCs
from niddle powsr countries and developing nations is the relatively
lower rick of attracting home country interference. Apart from their
econumic and technological contribution, these TNCs could also act
as a couhteruailing force in the country's dealings with the larger

TNCs originating from the moro power ful c¢ountriss.

5. Competition from other Host Countries

In a world of growing interdependenc., nations taken by one
hust country oftan tend to have effects on other hose countries. The
pressure that onc developing country puts on a TNC to step up production

Or exports may cause th: TNC to cut back its productiun in other developing
countries,
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Competitive investment incentives offersed by one country may provoke
gthers to follow suit and rMullify the expactod gains for all inm the

process. Ur . latoral measur & thus h-ve impartant Iimbtadtome,

There arce greater chancos of suecess if davrloping Hcst countries
are able tc promote cooperation among thoems.lvos in evolving strategies
for dealing with TNCe., Though in the final analysis, natinnal intasrests
will dominate their policies, organisad of forts to cooparate in arcas of
common interest and minimise infructucus compotition will undoub tedly

. 7
cnable every developing couuntry to improve its bargeaining power1 .

The foregr.ing analysis shows how important it is for a developing
country to formulate its policies towards TNCs after taking into
account the relwvant determinants and the trade offs betwzen competing
goals which may have to be mede in ord-r to chsure optimal responses from
TNCs, A survey of the industrial pelicies of several developing countries
mekes it clear that the deminant influence hao bssn the first determinant,
Vize objectivos and preferences of the host country. It would seem that
even factors such as the host country's indigonous strengths and
resources, and probable TNC strategias are not systematically coneiderad

in the procuess of policy formulation.

The effectiveness of policy is determined not only by 1ts substance,
but also by the ef fielency of its implamentaticn. In this respect,
again, the policies preveiling in dey:loping countrices leave much to
be desired. An analysis of the prevailing national strategies ageinst
the backdrop of the determinants discuss:d above roveals the following
limitationss

1. The framework of policy measur~s adopted by nany dnaveloping
countries do not seum to have taken into acceunt the complex inter—
relationships which mu: t be considered in formulating a naticnal strategy

relating tc TNCs, The popular policy of linking thc degree of equity

17. The Andean Common Mark st Pact is an example of this approach,
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Participation to the sector of TAC operations reflects the developing
country's concern for directing TNCe into industries considersd high
priority from the national point of view. The most common basis on
which differential degrees of ownership are permitted is ths
distinction betwsen import substituting and export oriented industries,
Thus countries such as Malaysia and India permit a Higher degree of
foreign ownership im export industries as against those which cater to
the home market. Others such as the Andean common market. countries,
Mexico and Iran have applied a uniform limit on equity participation by
TNCs. Some countriss such as Nigeria and India permit a higher degree of
foreign ownership in certain import substituting industriss as agajimst

athers,

While publicising and adhering to strict norms in regard to dilution
of equity, some countries such as India have shoun greater flexibility in
cowsidering the terms and conditions for the acquisition of techmelogy. In
respect of the rates of royalties, lump sum payments and other conditions
for acquiring technelogies considered significant, thess countries Have

“been willing to negotiate and reach agresments on a case by casg basis,

It is highly guestionable whether the division of industriss
into those engaged in import substitution and export promotion or those
which are coro/key industries and others is an adequate basis for deter
mining how much ownership and control a country is willing to give up in
order to attract TNCs. Certainly, it reflacts the country's production
prefarences and development priorities., However, this criterion does
not take inte account the complexities of TNC strategies which are also
relevant to the final outcome in terms of investment decisions, Thus,
even though an export industry has a higher priority than an import
substituting industry, if the latter is based on an advanced technalogy
possessed by very few TNCs, the chances are that these TNCe will not respond
to the minority ownsrship offered by the country's policy. By the same token,
for a country to attract a TAC into an export industry based on a maturs
technolqu which is known to a number of competing TNCs, the offer of majority
Bwnership may be too high 2 price to pay,
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For the development of core industries also, scme host countriss have
been willing to cffor majority cwnership to TNCs. Here again, what a
cecuntry dofines as a cor - or koy industry (e.g. fortilisers) may well be
basad on well known matur. technolegiose in which TNCs from several
countrics may have considerable expsriencs. The country may be able to
strike a good bargain, %nder thase conditions; even if the condition

uf minority ownership was impused on interosted TNCs.

The upshct of the argument is that tho propansity on the part of

~TNCs to own and contrul thoir affiliates is determinad by thoir bare

gaining power which in turn dopends on their unique technnlogical stremgths,
praduct leadership, access te markots and'othar.resnurces. The greater
these strongths, the stronger the TNC propensity to control affiliates,.

On the other hand, TNCs with more meture technolngics and which prs Keaen

to gain access to the raw materials, markcts and eapital of a country

will have a lower propensity to control its affiliates, To the extent

that the host country strotngy dos nrt take into aecoumt those patterns

of TNC behavicur, it will remain a rather blunt tool for transacting

businass with THCs.

India is cno of the faw countriss which has an.explicit policy of
permiting majority foreign ownership in cortain spxcified industries
with suphisticatad tachnology. Developing countrioss which proseribe a
uniformly rijld 1imit on foreign cwnorship will have the least flexibility
to strike bargains with TNCs, taking into account thoir national serepgths

and the TNC ne-d for tho host country's resourcaes.

2. Tha national strat.gy tunds to be primarily regulatory in
nature, with scant attenticn paid to ths scarch process which is a pro~
requisite for genurating adequate alternativas.Fnr consideration by tho
goncernad govoernmant authority and anaurdng that TNCs which have a Righ

probability of mecting the requir-ments of the country arc selected.
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TNCs are treated as an undifferentiated mass which will respond once the
conditions for entry are made known. bYuch a ready response is likely to
occur only under conditions of "excess supply", with TNCs competing with
6ne another to get into the country, This will be the case undoubtedly in

some industries, but nead not be the rule.

Where there is no systematic seatch proceses, the burden of lo;ating
potential investors, collabnrators or licensors_falls on the local pattners,
managers or ministry officials who are influenced, more often than not, by
the historical trade lirks of the country or personal knomledge of a few
‘well kﬁown firms., Thus in countries which have had a colonial past, it
ié not uncommon for local enterpraneurs to turn ta the TNCs of ths
mother country. Officials, especially technocrats, will tend to contact
TNCs reputed for their technological leadership. The fact is that the
reiBVant options for the country p?uld have been significantly widened if
tha_environment was systematically scamned. This in turn would have

improved the bargaining power of the country.

A purely regulatory approach is more appropriate when the targets

" of regulation are within the control of the State, In the pre-investment
~stage, TNCs are not generally within the control of the developing country.
A strategy which focuses sxclusively on the enforcement of conditions of
sﬁtry and is passive towards the generztion of options through a systematic
search process, therefors, tends to weaken the bargaining powsr of the

country.

3, The strategies of most developing aountrles pay very little
attentlon to the tasks and processes of monitoring and controlling TNC
operations in the post-entry phase. The investment boards, hational
‘registries and other screening agencies are concerned only with ensuring
that the specified conditions for entry have been fulfilled. In recent
years, some of these bodies have been concerned with the monitoring of
dilution of ownership or divestment which takes place in the post-sntry
phass,
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However, other important aspects of TNC ¢ perations such as rasponsivanass
to national goals and policies in respsot of production, prices, profits
and taxation, transfor pricing, divaersification and export comitments are
soldom monitored orf reviewed on a cnntinuing basis., Sarious monitoring
of TNC activities can be a countervailing furce in the host country to
keep in check the tondency of TNCs to ignors national guidelines, and
minimise the negative fuoatures of TNC ceonduct. Clearly, the performanca
cf this function calls for administrative and tochnical capabilitius
which may be difficult to find in the routine administrative systoms

of many countriss. Host country strategivs which are "passive™ in the
monitoring and centrol function are defieclent in so for as they do not
zhable governmunts to assess the offuctivoness of their policies towards

TNCes on a continuing basis.

I1I. Implications for Industrial Policy

The foregoing analysis of tho doterminants of country policios
towards TNCs does not imply thzt the cutcome will in all cases to bo
let TNCs operate in a country. The preferences of a developing cruntry
for nationzl control may br so strrng and its desiraed pattern of
production of goods may have so little to gain Frmﬁ Forgigi‘technology
that the ccuntry may decide against foreign private investment and the
import of t:chnolegy. Thus a country may avoid heving to deal with
TNCs and instcad prefer to depend on its cwn intornal roesources for
development. China is the buést example of a devaloping country which
until very rocuntly practised this policy rathor strictly. In the
Fiftios, Chinz did rely on the import of Sovict capital and technology.
Howev or, the bresk-down inSoviete—Chinuse rolations put an end to thoir

industrial and teehnical cellaboration.
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The urgunt task of a duveloping country is to augment the output
of the dusired giods and scrvicus and to rzisc the luav:ls of productivitye.
A country invests moroe capital and impr vos or dev.olops tmchnnlogies in
order to achieve thase goals. A ¢ountry which can accomplish thase goals
on its own deoes not have to dep.nd on TNCe. But the implications of such
self roliance should be clearly understcod by its govirnments The country
should not only be able to mebilis: the necded capital, but also invest
in indigsnous rescarch and dev:lopmunt and succassfully diffuse hew and
improvad tichnologies. It is in this difficult area that tdeveloping
countrics facs tha most intractable proubloms. Critical manpowcr short-
ages, tho high cost of and lack of oxperiucnce in rascarch and duvelepment,
and th: managorizl preblems in eommerecialising :laboratory tschnologies
are hurdles which make it difficult for countrics to devolop and utilisc
indigonous tochnolngiass 18. Evon so, a country may decide to go slow, do-
pending on its own technology and capital rather than move faster through
depandance on TiCe, This is the basic choice a country has to make in

light of its goals, rescurces and values.

The Japancsa oxampl: is often quoted to show that a country could
develop and adapt its ouwn tochnnlogies without having to dapend on
Feruign investmont. It is true that Japan for many ycars has borrousd
or bought mature technologiucs and then improv.d upon them through in-
digenous R and U. It should be naoted, however, that Japan by this time
wag morc devuloped than meny developing countrivs today, with its cun
stock of technoloyical manmpower, organisati snal capability and comudtment,
and a sense of national discipline that enabled the country to adhora
strictly tc a policy of sclf ralianca.  Developing countrics which do
not fulfil thuse pro—~conditions are unlik :ly to succecd in implomenting
this stratugy. 1If tﬂday, the Soviet Union and other Europoan sccialist
countries are able to pursuc this strategy successfuily, it is begausc

thoss pre-conditiens have besn substantially mot.

18. The recent policy shifts in China have probably been influaencad by sush
problems. The basic quo: tion is whether a country aims at tha develop-
ment of indiganous technologies in all sectors or adopts a sulective
ampruach consistant with its priorities and resourc.as.
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Development Strategy and TNC Fix '°

The compulsions of cconamic development aers such that most developing
cnuntries today ere unlikely to follow a policy of autarky that will rule
out transactions with TNCs. 1t is equally'imprcbable that meny will be
able to limit their dealings with TNCs to outright purchases of technologys
The chancos are that most of tha developing cruntriss will continue to
bargain for varying "mixas" of capital, technclogy, managamanﬁ and markat
accuss from TNCs. If sc  the majer policy issuss rulovant to thaesae

countries will be two folds

a. What is the mix of thesc factors that is appropriate to any

givun country?

b. UWhat can be done to strengthen the bargaining power and control

of the country vis a vis TNCs?

The question of "INC Mix" is one that a developing country has to work
out for itsclf. The country's level of devolopment and resourcas, its
nativnal goals and preferencws, and its ability to "unbundle™ the mix
are cortainly key cunsidurations in determining the mix that is
appropriate to it, UYithin the country, the desired mix might vary from

one industriazl sector to anothsr.

While no standard answer can ba offerod on the question of TNC
mix, 4t is important to point cut that the development strategy'
underlying the industrial policy of a country might influchce c-nsider—
ably thu mix it will seok. For oxamplz, if a country's development
strategy emphasises thoe production of goods and séruicos for clitist

(high income) comsumption, the mix is bound to be bissed in favour of

.

19, W shall use the term "TNC mix" to refer to the combination of capital
tuchnology, managoment and markot access that a country secks from
TNCs. One country may sesk less of capital, more of advanced
tochnology and managoment while another may seck a combination of
mor: capital, maturs tochnology and merket access from ThCs,
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increased inmport of private foreign capital and the more advancad and
capital-intensive technologiee with the inevitable tendency for greater
management cantrol by TNCs. Tha consumption pattern of the higher

income groups will generats demand for the reletively newer and mors
expensive goods the technologiss which are monopolised by a limited number of
TNCs governed by cuntralised control strategies. It is not surprising
theraefore that countries which adept such dev:lopment strategies find it
necessary to increase their depandence on TNCs and assign lower priority

to the goal of national control,

If, on the other hand, the developmant strategy of a country is
designed to promote the production of goods and services that meet mass
consumption nseds, the TNC mix required may be quite different. The
consumption needs of the lower income groups and the required public
services (transport, health, power, housing, education, etc) could be
met through the development of the relatively mature and possibly mors
labour intersive technologios available from a varisty of sourcos.

The focus hers is not on the latest and most scophisticatod models, but

on thz cheaper and time tested products which are within the reach of

the magses. #s has been pointed out sarlier, ths acquisition and
management of mature technmlog;es are gasier and more consistent with the
goal of national control. Intcrnational lending agencies ars mors
likely to provide funds to support this type of productinn pattern,
thereby reducing the need for dependencs on private foreign investmant

in the TNC mix. The willingness of TNCs to diluto cquity and collaboratue
with local pesrtners will be greater in this case. Fur ther, the
developing country's ability to absorb and build on the imported
technology will be greater in this situaticn. The craze for the latest
and most complex technolegiss nct only results in a TNC mix that serves
the needs of the limited segment of high income sarners, but alsc 1esads
to serious problems in the assimilation of naw technologies as is evident
from the prublgms of maintenance, high prices and costs, and gquality that

face many poor countries.
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Examples ar= the development of the airconditioning and colour TV
industrics instoad of tha electric Fan and transistor radio indust
and the provuction of luxury automooilies instead of cycles, motor

cycles, or buses which are more relevant to mass crnsunpticn,

The implications of the twse development strategiss for the TNC
mix associated with wsach of tham haﬁe been spalt out ta underline
cartain strong tandencies, and not to claim the existence of zn dnevit-
sble dichotomy. UWhat is important to bear in mind is that an eldilist
duvelopment strategy is more likoly to bs essociated Wwith a THC mix
that tends tu‘daspgn dependency and dilute national coantrol, wezken the
opticns and bargaining power of the developing country, and rander

the prrgoss of technolagy transfer and shsorption more difficults

_ The fouregoing anszlysis highlights some important considerations

which ara germanc tn the formulation of i-dustrial policy. Firstly,
policies tomards TNCs which are based on uniform trcztment for all or
discriminztion based on import substitution or export promotion are
deficient in sc far as they do nct conscicusly takse into account the

and uses aof goods end the naturs of tochnc logy being imported,

Secondly, most developing nations may be able to widen tha options
available to tham in th2 choice of TNCs, increass naticnal control

and 1mpruve tsir capacity for techn-logy absorptiaon if their

devalopment strategy is designed to mest the needs of the masses

rather than to augment slitist cmnsumption.zg Thirdly, since the

analysis of ond usos amd goods end the probing of specific technologias
ara critical tc ne procoss of TNC negotiation and selecticn,

theras is a strong cass for strengthening ths scanning and negotiating
capacity of individusl countries. Macro lev i policy stateoments of a
broad nature are certainly necessary, but not sufficient to enable countries
to strike optimal bargains with TNCs. In fact, therz is comsiderable merit
in laaving an slement of flexibility in the statamant of policy while

toughening up the negotiation and sclection processes at the micro level.

20, This is mot to deny that TNCs ma

- y not be of mueh assistance in
meeting some important moss cons

umption needs, see footnete 40,
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Unfertunately, many dweloping countries have the less desircble combire
ation of rig.d policius and loose negycotiaticn and salectinn procasses at

tha'gouernment level which weakens their position vis a uwis TNCs.

Widening Opticns and the Seaqmentaticn of TNCs

The negotiating cepacity and bargaining pewor nf a developing
country will very much dspend on the range of cptions it has in dhoosing
among TNCs. In developing a specific industry er imperting a technology,
if a country*s choice is limited to one or two TNCs; 1ts bargaining
pagition will be weak., The advanced technology TNCs in any industry are
generally few in number and have their‘urigin in thg most industrialised
and politically powerful countries, The bargaining pcwur that a develop-
-ing country can have in negotiating Qith them will tond to be more limi ted
than with the more meturs technology corisnted TNCs whose population is

larger.

Wid:r optiuns, héwever, dr not prosent themselves unless countries
are willing to cunscicusly look for thems This calls for a systumatic
search process that is capable of gengrating information on the relsvant
alternatives which a ecuntry could consider. A usaful approach for this
purpose is to segment the TNC population into catogories by the criteria
of degres of controi, levels of technalogy and production pattern.
Uiagram II shows the resulting sngments into which the entire population
of TNCs will fall. The segments ara depictad as saries nf stops. The
associated TNC control prefercnces and types of technology and goods are

indicated against sach step.
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In the four scgments of TNCs in this diagram, we find groups of
TNCs which have distinctive featurass. At the top; there are the giant
TNCs, generally bassd in the most affluent and pewerful countrios. This
is the ségment tc search for the advanced technulogy TNCs which produce
high income gnods. Obviocusly, this segment may be expected to resist
national eontrol as evidsnced by its sttong preference for wholly
owhned subsidiaries. At tho bottom, we have a fourth segment consisting of
"developing country TNCs" which can provide cnly mature technclagies and
pri.ducts, but whese propensity tu contrel might be the lowest, In betwaen
lie the seccnd and third sugments of "middle power™ TNCs and "small"
TNCs 23 Though relativ 'ly new on the international scena, in several
important raspects, these segments may sometimes be more advantageous
for developing countriss than the first segment of giant TNCs. The TNC
propensity to control is depicted by the mix of institutional devices

shown against gach TNC segmant.,

It is interesting to note that developing country TNCs {(fourth _
segmant ) mey have technologies which ts:nd to be relotively less capital
intensive among the range of technnlogies available worldwidz, having
been filtered and adapted to fit tho smaller size of markets and income
levals of ane developing country or the othoer. Newly developing countries
might find that the acquisitian and absorption of theseo technnlogiss are
more managesble than that of technologins of Fased by the giant TNCs,

In short, while these countries might find it difficult to generate
"appropriate” technclogies on their own in the early stages of their
develupmant, the segment (. f developing country TNCs could of fer thom

access to the more "appropriate parts of tha global spectrum of technologias
currently availuble.

21. These categoriss of TNGCS havg been defined in the preceding section,
Note that midule powsr TNCs include those from socialist countries also,
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As a country scans the opportunities available to it in the different
TNC swgments, it improves its chancas of diversifying the so=rces'uf TNC
origin. The risks of homa country interference associsted with the giant
TNCs from the large, industrialised countriss can be reduced by secking
alternatives frem other TNC segmants (2, 3 and 4). Thus » country mey nat
only widen its options, but alsn increase the pribability of achisving
greatar naticnal control, gaining access to more appropriate technologies
and mininising the risks «f home country interference if it is effective

in its eearch for virble alternatives by scanning the ralevant TNC
esegmentsy

The search process of developing countries should be gtreng thened
80 that they are able to identify and exemine in depth the opportunities
and alternatives available to thom in the segmaents relevant to their
ubjectiVes; Generally speaking, the alternatives avaiiable ts a couhtry
are bound to incrcase as its search offorts focus on the lowor segmehts,
The fact that the second, third and fourth segments of TNCs have bsen

expanding in recent years augers well for the developing countries.

The search for wider options, in terms of the TNCs available to meot
the specific requirements of devel oping coumtriss, has also to be
matchad by the countries! ability to svaluate the alternative and asscss
the appropriatensss and worth of the téchnolagies to be acquired,
Individual enterprencurs m:y be incapable of performing this functinn
ur unwilling to perform it because of the high costs, risks and the
externalities involved. Such toechnicsl assessments cell for state
intervention and in the case of smaller countrieé, regi&nal cocpzration
might be the zppropriate ansuerzz. Clearly, there is a strong Case for
providing technical assistance to countries under international auspices

for this purpose, UNIDG and UNCAC have begun to prnside such assistance.

22. Countries may Jointly commissicn studies of specific industries 2nd
sectors with a view to evaluating the options available in terms
of technologies and TWCs more suited to their eonditicns. The
findings may be sharsd and used as a basis for individual negotiations.
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Monitoring Implementation

Irrespective of the specific strategies adopted by developing
countries, the task of monitoring and controlling the implemsntation
of policies is impartant for all. The more proclamation of policies

and controls is no quaranteo that they will be implemented affectively,

There are several resans Why a gap betwean proclaimed intentions
and achisvements miéﬁt emerge in'many countries. Fitrstly, contrcls
might exist on statute books; but no serious enforcemant in fact take
place. HA lock of pﬁlitical will reulting from collusion between the
political<bureaucratic elites and TNCs may thwart the publicised
intention; of governments. Secondly, effective implementation may be
weakened by the lack of a coordinated approach within government con-
cerning TNC matters. UWhere multiple agercies are invoplvad in the
regulatory and monitoring pruc-sses and there is no single focal
Point of government contrcl, an integrated view of TNCs cannat bs
developed ev:n if a great deal of information is generated on their
conduct and operatioms. The problem here is that informaticn is
segmented and inter-agency rivalries and the absence of administrative
systems to integrate date gathering,'anélysis and use weakens the
government's ability to rogulate TACs, Thirdly, it may be that the
information required to monitor and regulate TNCs do not exist and
the ability to design the infcrmation éystem and make use of its
tutputs is relatively limited. Even if the politcal will exists and
the administrative system is Kkoun on implemzntation, in these
circumstancaes, lack of information will stand in the way of effective

centrol.

It should be sbvious that an information system will be no avail in
countriss wher: the political will to effectively operate the moni toring
and regulatory prucosses in relation to TNCs is eabssnt. An information

system cannot be of much aésistanpe alsc in cases whers the_basic problem
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lies in the organisational inadequacies of the government in monitoring
TNC activities, However, where the pnlitical and administrative
prerequisites for effectiveness exist, but the information base is

weak or data requirsments are not articulated properly, the regulatory
priicess could be strengthencd by designing an appropriate information
system. Before sericus efforts ars mads in develop an informatinn
system in a country, the authcritiss coneerned must satisfy themselves

that the pre-pequisitive for its proper ukilisation exist.
IV, CONCLUSION

A variety of efforts are under way at ths international level to
strengthen the capability of developing countries in dealing with:
transnational corporaticns which are a global source of tachnology,
capital and management. It is argued in this paper that while
international proposals such as the adoption of a code of conduct for
TNCs are desirable, the cruci=al determinant of the effectivensss of
host governments in dealing with TNCs will be their ability to formulate
and implemsnt deliberate and carefully worked out stretegies in relation
to TiCs, baoth at the policy and negotiating levels. In this paper we have
examined some of the first order policy issuss which deserve to bs
considered by developing countries which already have propeosal to have

transactions with TNCs in order to develop their industrial base.

The formulation of policies towards TNCs should be based on a
careful orchestration of the national objectives relating ta produc tion,
technology and control, and take into account tha indigenous strengths
and resources of the country and the likely strategies TNCs might employ.
Our analysis shous, Firstly, that polcies towards TNCs which are based on
uniform treatment for all or on conventional criteria such as import
substitution and export promotion are inadequate, and that there is a need
to more consciously take into account the snd used of goods and the types

of technolegy:bafng imported. Secondly, most developing countries may be
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able to widen the opticns aveilable to them in the cheoice of TNCs,
increase national contrcl and improve their capacity for technolagy
absorption if their development strategy is designed to meet the needs
of the masses rather than to augment elitist consumption., Instead of
depending only on giant TNCs from the advanced countries, developing
countries will then be able to take advantage of technologiss from
"middle power" countries and «thar developing countries which may have ~r
more appropriate combinations of technology, capital and management §o
offer and entail less severe risks of external political pressure and
influence. Thirdly, since the analysis of end uses and examination of
specific technologies are critical clsments in the process of TNC
negotiation and selection, there is a strong case for strengthening
the scanning and negotiating capacity of developing countries, There
appears tc be considerable merit in leaving an element of flexibility
in the statement of macro-level policies while strengthening the

negotiating skills and selaction processes at the micro lavel.
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