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Preface

‘ This material is being submitted to Dr. Lawrence Juda, member

of the Political Sclence department at Muhlenberg College, in partial

fulfillment of the requirements for his course in International Politics,
as taught during the Spring semester of 1974.

The sections on the multinational corporation, as well as the
bibliographies, were all prepared in fulfilling the requirements of the
senior seminar as taught by Dr. Bednar during the 1973-1974 academic year,
and therefore should not be credited to the grade in Tnternational Poli-
tics. The work by the M.I.T. team and Ellul were examined for the semin-

ar as well, but the Introduction was written especially for this paper.

Portions of the metaphysical material in the Introduction reflect the
influence of work done for either Dr. Howell's "Metaphysies," or Dre.
Jennings! "Theological Ethics."

The material cited in the footnotes or annotated in the bibli-
ographies will remain in my personal library, and will be available to
any professor on loan.

Without the constant assistance and patience of Val Jepsen, our
Inter-Library Loan Librarian, much of the mgterial examined would not have
been obtained. For her help I'm grateful. Dr. Slouka's connections with

the Columbia University Law Library proved invaluable in xeroxing U.N.

materials out of print. His friends welre

I've read the Honor Code.
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Introduction

Our universe shall be limited to tierra firma; our metaphysies

shall be the technological one which pervades our civilizations today;
our subjects shall be the nation-states among whom the resources of the
universe are divided; and our antagonist, whose nature we will consider
in the sbove context, shall be the multinational corporation.

The state of our universe (the so-called "Spaceship Earth")
has been well documented by various sources, not all of which agree.
Their optimism seems to rise in direct proportion to their association
with the Western industrial estate. The work by the academic team at
the Massachusetts Institute of Technology, led by Jay Forrester, has
The team's con-

been found particularly comprehensive and convincing.

clusionshave been published in Limits to Growth (1972), authored by

Daniel and Donella Meadows, JSrgen Randers (a recent guest at Muhlenberg)
and William Behrens III. Their work indicates clearly the diminishing
nature of the very limited resources upon which we have come to rely so
heavily.

With the assistance of their computing center and the theory
of system dynamics pioneered by Jay Forrester, the teém. was able to

construct a rather sophisticated model of the interactions between the

five major variables of our universe: natural resources, food, population

{




industrial output, and pollution. Based on their intensive examination
of case studies and other available information, Forrester and his col-
leagues developed "multipliers® which reflected the impact of changes in

one variable upon the others. "The multipliers vary from a 'normal! value
of 1. In other words, for a normal condition that is taken as a reference
of comparison, the multiplier would not alter the jﬁhriab1§7. If the con-
ditions were more favorable than normal [For instance increased food vs.
the birth ratg » the multiplier would have a value greater than 1. If
the condition of a part of the system jﬁh this case food production rela-
tive to the standard yeag] should be less favorable than normal, the cor-
responding multiplier would have a value less than 1.1
These multipliers reflect the exponential growth patterns in-
herent in uncontrolled activity, and are incoreorated into the many feed-

back loops which comprise the world model, One of these loops is repro--

duced graphically below; and the entire model is pictured on the next

page.2
_~—= INDUSTRIAL OUTPUT
(+) INDUSTRIAL CAPITAL
/ (factories, machines)
INVESTMENT DEPRECIATION
{new capital /year) (=) (capital becoming ob-
solete or worn out
per year m
INVESTMENT RATE AVERAGE LIFETIME

OF CAPITAL

Figure #1
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Despite the two most obvious limitations of the M-I-Ta’mOdel.3

its prediction of catastrophe within the next fifty to one hundred years
is well buttressed by the results of various runs of the model. Given [
optimistic estimates of the amounts of natural resources available for

future use, and using multipliers based on the interactions recorded in

1970, the M.I,T. team concludes that the depletion of unrenewable re=-
sources will bring collapse well before the year 2100.“ In a response to
critics claiming pessimistic estimates were made of the reserves, the
team doubled the reserves known to the model, and found that a dramatic
increase in pollution brought about collapse around the year 2100.5 This
can be understood 1if one grasps the impact which unlimited resources will
have on increased capital investment, which will in turn generate the pol-
lutions In responding to critics that maintained that technology weuld -
always bs able qz:t;:thetics. alternatives to the resource system, the
reserves were introduced to the modsel as "unlimited." While the reserves
were not depleted, the rise of pollution levels was even more catastro-
phic, leading to collapse around 2100, with a sharper downward slope of
the food and population curves, implying & far longer recovery period.6
Responding again to the advocates of technology as the solution,
the world model was run with "unlimited" resources and pollution controls.
Resources are sustained, and pollution does not become a serious problem.
Collapse 1s brought about by a food shortage, resulting from exproriation
of the land by industry in earlier "boom" years, leading to limitations
on the amount of arable land. "After that point, as population continues
to rise, food per capita decreases. As the food shortage becomes appar-
ant, industrial output is diverted into agricultural capital to increase

land yields. Less capital is available for investment, and finally




the industrial output per capita begins to fall. When food per capita
sinks to the subsistence level, the death rate begins to increase, bring-
»
ing an end to population growth.7 Two problems are evident from the pre-
ceeding run; those of population growth and agricultural resource deple-
tion. To avoid the second problem, the land yield of 1975 i1s doubled;
the next run thus has "unlimited" resources, pollution controls, and in-
creased agricultural productivity. "The combination of these three po-
licies removes so many constraints to growth that population and industry
reach very high levels. Although each unit of industrial production ge=-
nerates much less pollution, total production rises enough to create a
pollution crisis that brings an end to growth."8 Alternatively, one
could institute "perfect" birth contrel in addition to pollution controls
and "unlimited" resources. By "perfect" contrel the authors imply the
of contrs) svch candra)
technological means, rather than the imposition ofi; as a result, the pop-
wlation does continue to grow, albeit much more slowly: the food crisis
is postponed for less than twenty yaars.9 Well then, what of the grand,
Weconomy size," ultimate solution: manlimited" resources, pollution con-
trols, increased agricultural productivity, and "perfect" birth control?
The authors describe their run in this manner:1°
Four simultaneous technological policles are introduced
in the world model in an attempt to avoid the growth-and-
collapse behavior of previous runs. Resources are fully
exploited, and 75 percent of those used are recycled.
Pollution generation is reduced to one-fourth of its 1970
value. land ylelds are doubled, and effective methods of
birth control are made available to the world population.
The result is a temporary achievement of a constant pop-
wlation with a world average income per capita that reach-

es nearly the vresent US level. Finally, though, indus-
trial growth is halted, and the death rate rises as re=-

sources are depleted, pollution sccumulates, and food
production deelines.
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Bolow is reproduced the computer print-out facsimili representing the

interactions of the variables during the last model.10

Figure 3WORLD_ MODEL WITH “UNLIMITED” RESOURCES,
POLLUTION CONTROLS, INCREASED AGRICULTURAL
PRODUCTIVITY, AND “PERFECT” BIRTH CONTROL
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Essential to the understanding of what appears to be an un-
avoidgble collapse in the world system is the concept of Yovershoot,"
and the perception of "lag times," both of which the authors of Limits
to Growth stress. It 1s pointed out that within the feedback loops an
innumerable number of delays occur, delays which can not be affected by
technological means.

They include, for example, the delay of about fifteen

years between the birth of a baby and the time that

baby can first reproduce itself. The time delay in

the aging of a population introduces a certain un-
avoidable lag in the ability of the population to




respond through the birth rate to changing conditions.
Another delay occurs between the time a pollutant is
released into the environment and the time it has a
measurable influence on human health. This delay in-
cludes the passage of the pollutant through air or
rivers or soil and into the food chain, and slso the
time from human ingestion or sbhsorbtion of the pollu-
tant until clinical gymptoms appears This second de-
lay may be as_long as 20 years in the case of some
carcinogens [subshtances tending to produce cancerg?-
Other delays occur because capital cannot be trans=
ferred instantly from one sector to another to meet
changing demands, because new capital and land can on=
1y be produced or developed gradually, and because pol-

lution can only slowly be dispersed or metabolized into \

harmless forms. Delays in a dynamic sxstem have [most

rapid changes.

sorious effectseseif the system itsel 1s undergoing \

These lag times allow the system to Novershoot! its limitations
by delaying the time at which natural constraints will act on the system.
By the time guch limitations are felt, the systenm will have grown ex-
ponentially to demand far greater resources than are available, and will
be faced with collapse when it (the system) becomes too great a burden
on the resources and capacities which do exist.

The implications of the model runs deseribed above are complex
and boundless, if one chooses to examine the social and political conse-
quences of each modification; but above and beyond these stands one
clear lesson: remedial action of the kind explored in each of the model
runs above is not enough. Far more serious and comprehensive changes
are going to have to be instituted, not only immediately, but through-
out the social and economic fabric of the world.

The resources and capacities of the globe are unquestionably
1imited; the question of how these resources are going to be allocated,
how these capacitles are going to be utilized, is the mosi jmportant

question we can explore in the few years remaining before the final

!\l



"overshoot" begins. The M.I.T, team has given us a starting point.
Moving beyond their model runs as described before, Forrester, Meadows,
Randers, and the others engaged in extensive testing of various programs
combining action in each of the variable fields. They conclude Limits
to Growth with "Stabilized World Model II," reproduced below.'?

Figure 4% STABILIZED WORLD MODEL I
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The policy changes required tc produce the above pattern in-
13

clude:

1. The population has access to 100 percent effective
birth control.

2. The average desired family size is two children.

3. The economic system endeavors to maintain average
industrial output per capita at about the 1975
level. FExcess industrial capability is employed
for producing consumption goods rather than in-
creasing the industrial capital investment rate
above the depreciation rate.

4., To avoid a nonrenewable resource shortage...resource
consumption per unit of industrial output is reduced
to one-fourth of its 1970 value. [In 19757




5, To further reduce resource depletion and pollution,
the economic preferences of society are shifted more
toward services such as education and health facili-
ties and less toward factory-produced material goods.

6. Pollution generation per unit of industrial and agri-
cultural output is reduced to one-fourth of its 1970
value.

7. Since the above policies alons would result in a ra-
ther low value of food per capita, some people would
still be malnourished if the traditional inequalities
of distribution persist. To avoid this situation,
high value is placed on producing sufficient food for
all people. Capital is therefore diverted to food
production even if such an investment would be con-
sidered "uneconomic."

8. This emphasis on highly capitalized agriculture, while
necessary to produce enough food, would lead to rapid
soil erosion and depletion of soil fertility, destroy-
ing long-term stability in the agricultural sector.
Therefore the use of agricultural capital has been
altered to make soil enrichment and preservation a
high priority. This policy implies, for example, use
of capital to compost urban organic wastes and return
them to the land.

9. The drains on industrial capital for higher services
and food production and for resource recycling and
pollution control under the above [eight/ conditions
would lead to a final low level of industrial capital
stock.s To counteract this effect, the average life-
time of industrial capital in increased, implyling bet-
ter design for durability and repair and less discard-
ing because of obsolescence. This policy also tends
to reduce resource depletion and pollution.

In reading the above material, one hopes that the reader noted
the radical changes these policies imply for the Western industrial es-
tate. Resource consumption is reduced. External costs are borne. "Un-
economic" investment in agricultural productivity is suffered. "Ecolo-
gically cost-effective" becomes the new catch phrase. Last, and certain-
ly most difficult in view of the traditional craving for the '"new," for

the innovative, the policy changes demand a less disposable, more last-

ingf less exploitive (in terms of technology tgansfer) capacity to be




representing the best of the species, but are limited to the roles and

encouraged by the Forrestonian ethic. The question which will concern

us once we progress from thls introduction will regard the nature of the
increasingly pervasive multinational corporation, and the manner in which
it may promote or hinder these policy changes, both today in its trans- !
fers of technology, inter alia, and in the future, when it is asked to

pay its falr share of taxes and external costs. The resources are limited

w'.‘Hu “w
and are no longer,the sovereign domain of the nation-states. Increasingly

it is the multinational corporation that dominates resource reserves and

their use)“ to the detriment of population, which exerts less control on

the government than do the corporations. The role of the multinational .
corporation as an allocator of resources and an exploiter of technologies
and people is of obvious concern to us today, the more so as we realize
how 1little effective control the "sovereign" governments (as autonomous
jnstitutions) may bring to bear without precipitating an international
jncident. Thus another aspect of our work will enumerate alternatives
available to the nation-states (particularly the lesser developed coun-
tries) if they are to control the multinational corporations.

We have briefly examined the state of "Spaceship Earth," and
now have a physical context in which to view the activities of the multi-
national corporation. It remains for us to discuss the technological |
metaphysics of the day, before finally moving out of the introduction and
into the body of the paper.

Today there is only one ethic of any consequence: the ethic of
technical efficiency, the ethic of "performance" according to the stan-
dards of a working society. The means by which men judge one another's

behavior is no longer tied to the natural world or to a spiritual God




instruments of the gcientific estate. Consider for a moment the simple

15

cosmology pictured below:

The force of this picture, if any.is to be found, lies in its

portrayal of man as at least a three-faceted being, whose life will be
shaped accordingly; a creature whose association with nature provides
experience, a creator whose use of the scientific method fabricates know=-
ledge, and & cogitator whose éig;ﬂosis of the acquired experience and
knowledge suggests & perspective regarding the individual and collective
destiny of man.

Our destiny, and the destiny of those that follow, is determined
by the perspective we achieve, given our experience and knowledge, and by
our achievements, given the substance of nature and the science of man.

It follows that a change in the natural foundation, or differences in the
application or pervasiveness of science, will alter experience, knowledge,
substance, perspective, and accomplishement. Destiny, never an abgolute,

will be revolutionized. Copernicus was one of the first revolutionaries.




H Civilization today is certainly far removed from those precepts

” advocated by Schwelitzer for a harmonious and continuing relationship with |

\ our world and one another. Man has been turned into a skeptic, a "no-
\ think being, distinguished from other animals only by the complexity of
\ his purchased and artificial environment. The jnoredibly technical and
| extensive nature of nknowledge" precludes the typical man from grasping
d and mastering more than a small segment of that which is known. He is
forced to accept as "fact" 1 increasingly frequent and increasingly unre-
\ 1iable "reports" from others, individuals or institutions.
Civilization is also lacking in that it discourages sincerity.
Consider the Rousseaulan concept of the effects of science on societye.
\ It is clear that with the generation of tomes of knowledge. and with
the increasing distinctions of talents, instruments, and artificial bol-
sterings of the image each conveys, it is increasingly possible to play
| & Npole® removed from whatever natural experience might have suggested.
‘Experience itself has been corrupted. We noted before that
those things exterior to man were cruclal to his perception of himself.
Today one can sqggest that society has corrupted the perceptions of the
people by offering too many seductive nobjects" which disturb the pattern

of man's relations with the more elemental things, diversifying his in-

terests, warping his perspectives, and re-ordering his values. By
creating a functional society where men are defined by the roles they
play within the organization, and by creating a conqpﬁm&r culture where
men are further defined by their possessions, the Western industrial
estate has substituted a new standard of Jude/yent and association for

the old.
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What we are doing in today's soclety ig providing pseudo~
gtimulation for ourselves. The commodities of today's fperforming" so-
clety are an Wexperience" which is corrupting the individual's (and by
perpetuating extention, the organization's) peroeptioh of his true needs.
By providing commodities which in turn provide degrees of satisfaction
and stimulation (however muted and removed from the satisfaction and
stimulation avallable in times past) the society encourages and imposes
on the individual falge needs more compatible with the structure of the
society, and oblivious to the natural state of offairs (defined as all
that external to or autonomous relative to the atructura).19

Marcuss defines false needs as "those which are guperimposed
upon the individual by partiuclar social interests." These needs have
ng gsocietal content and function which are determined by sxtarnal powers
over which the individual has no control...'go Beyond the imposition -of
the common experience (and thereby a common ego and superego), Msrcuse
points to other techniques which are used by productive soolety to further
repress man's instinctual tendenciss and divert energies (and stifle
counterproduotivé thought) into the service of the dominant Reallty
Principles The body can Dbe desexualized; the sensual nature can be sub=

limgted or repressed; nature can be controlled by the apparatus (thus

restricting the fields of expression and stimuilation); and leisure hours
can be controlled or at least influenced.

Tn mastering the environment, and the individual's communion
with that environment, technology has limited the amount of energy which
can be expended countorproductivaly, and drastically hampered the sti~

mulation of thought by the environment. It is inereasingly difficult

(
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writing in 1954, Jacques m1lul, a native of France, outlined
the extent to which technological imperatives dominated civilization.
His work wasn't translated into English until 1964, In The Technological
Society, after discussing the bistory and character of technique, Ellul
goes on to relate technique to the economy and to the state, finishing
with a discCussion of the latest mode of technique, human techniquese
Much of what he says points convineingly to the multinational corporation

as the ultimate successor to the state as the leading manifestation and

proponent of the technological ethos. Although Ellul continues to por=
tray the state as the leading handmaiden of technique, his phpnomdnplogy.
applied to recent work on the transfer of technology (discussed in the
text) attaches greater potential, if not actual, importance, to the role
of the multinational corporation, which appears to dominate its home
governments and subvert those of its hosts.

Tn brief, the chief characteristics of technique as ennunerated
by Ellul are automatisn, self-augmentation, monism, the linking of tech-
niques, and the autonomy of technique.

Because the technological ethos demands adherence o the "one
best way." Ellul points out that once the alternatives have besn faith-
fully evaluated, there is only one possible choice. To use his example:
with respect to magnitude, four is evidently greater than three. Ellul
believes that comparison of two technigues will lead us to as absolute
o conclusion. The selection of techuiques will be sequential and aunto-
metic. In this context Fllul noles that capitalism, with its system of
patents and its deliberate subversion of technigues to other ends (poli-

tical?), is inherently incompatible with the evolution of techuiques.

and will for that reason sventually sucoumbe We tend to read feapitalist




|
'\

state® for capitalism, the old laissez faire state supporting the "in- \

visible hand." In this sense, capltalism ig certainly dying rapidly. In

the light of Galbraith's gnalysis of the American economy, and Ellul's “
l
own comments on the new human techniques (such as propaganda). there is \\

|

no quostion but that "free enterprise" in the old competitive sense will

soon be a thing of the past. This does not preclude the continued ex- \

|
1

pansion of the present oligopolists, and may in fact sustain their ex-
pansion, to the point where they may divide the world into functional or

goographical sectors. The ultimate organizational chart may look like \

|

|
I

the one pictured below, with each corporation controlling one of the

triangles on a global basis, or all of the triangles on 2 regional basise
The ultimate corporation in charge of energy: for example, would result
from a merger bestween Standard Oil of New Jersey (Exxon) and Royal Dutch

Shell, a merger which would soon 1ead to the assimilation of the other

ma jor 0il [energy companies.,which would then be cast in the relative role

of “independents.“

EDUCATION
GUIDANCE PLACEMENT

TREATMENT , PRODUCTION

EXTRACTION

ASSEMBLY

o = =

e ——



| The second aspect of technique in this vein is pervasiveness.

” Any previously spontaneous or jprational activity coming in contact with

H technique can not help but fall under 1its sway; as examples Ellul notes H

H the development of political technigue by Lenin and of military technigque

must be resolved in favor of the group possessing the greater technique. ||

by Hitler. Conflicts between two or more social groups (or institutionslﬂl

|
| The relationship bstween the multinational corporation and the patent l!
|

logy; for now we note that the miltinational corporations (limited to

187 if one accepts the definitive characteristics of Raymond Vernon, in-

troduced in the section on multinationals) have greater budgets, vaster
organizations, and more incentives for innovation than do the state bu-
peaucracies. In this sense, the corporation seems the more powsrful con-

tender.

| any single technique leads of necessity to other subsequent techniques,
each of which may combone in turn with other techniques to produce an-
other inevitable development. This law of self-augmentation 1s consider-
ed important by Ellul in that it explains the unevenness of technical
development, the disparities that exist not only from geographical sector
to sector, but among the various industrial sectors as well.zu For our
purposes, self-augmentation is a frightening conceptualization of what
will happen in the lesser developed countries as soon as their technology
assessment agencles begin operating effectively, demanding only the most
gophisticated technologies. Only 1f they can incorporate a radically
different perspective on growth from that prevailing today might they

| slow the process.

|
|

|

system will be explored briefly in the section on the transfer of techno-k|
|

| The process of self-augmentation refers to the manner in which {
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|
|

| tion," maintaining that since‘techniquo is by definition the "one best

' in any serious way.

The unity of all techniques, the monism of the technological

phonomenon. is its third characteristic. In this area, Ellul scorns

|

|

those who would seek to distinguish between "technique" and its "applica- w
| 1

|

1

| meansj" it defines its use as well, since no other alternative can com- |

| pare. This monism emphasizes the lack of distinction between peaceful H

and military technique; each technique is so closely connscted to the o=

| thers than none can be isolated, labeled "good" or thad" or restricted \
|

25
'\
All techniques are linked to one another, and just as a single y
technigue will be self=-augmenting, a more general technique will be linked|
to, will necessitate; another. Ellul notes that the first order of the
world was economics, from which state constraint proceeded, after which

mind control was the pre-determined order. The state emerged as the co-

coordinator for the multiplicity of techniqués jnvolved in the new and |

pervasive economic system, one encompassing even the worker's soclal life,

as Mareugs has desmonstrated so convincingly. Since co-ordination of l
economic techniques left the actions of the individual to chance, the |
latest order, that of mind control, was inevitable, and is seen at work
in the propaganda efforts of the state and the advertising budgets of '
the large corporations.2

Technical universalism 1s reflected in two ways =-- in the first,
Ellul poinfs to the presence of technique in all georaphical corners of
the world; in the second, he notes the qualitative wniformity of tech-
nigue; although the Mone best means" may vary according to climate and
other conditions, the method and general nature of the technique will

be comparable and compatlblo with all technlques elsowhere.

20



' The momentum which technique carries within itself is respon-
sible for the subversion of other cultures -- not the political manouver-
ings of the great powers. Tt is in their capacity as technical superiors
that the United States and the U.S.5.R. are able to subordinate other
powers. This leads us to conclude that as multinational corporations
become the more capable manifestation of new technique, they will do the
subordinating, all things remaining equal. Technical necsssity promotes
the same educational system, the same languagos (English, Fortran, Cobol),
and the same respsct for technigue to the exclusion of all else, inelud-
ing political ideology and religious myths. Cultures are disintegrated

as technique promotes "soclal plasticity and a clear technical conscious-

ness." The traditional groups are overwhelmed by the imperatives of
techniqué, leading to a loss of the traditional perspective, and estab-
lishing an obligation to the technlcal perspective, for lack of a viable
and visible alternative. "Development involves economic planning, dis-
placement of populations, mobilization of the local economy, acceptance
of asuthoritarian politlcal power, modification of local moral habits and
traditional mentalities; in short, a New Deal of the Emotions!"Z? Ellul
looks to the universalism of technique to create the required bond be-
tween men, each of whom will have the same psrspective of his world, the
same attitude about methods. On another level, we might look to the
multinational corporation, the leading international manifestation of
the technological ethos, as a new focal point for loyalties once reserved
for the nation-state. The role of the Japanese corporation as family-
superior provides a gliﬁpse of future ties between individuals and their

organizations. The impact of an jndividual on his government, even at




| the very local lsvel, has become negligible. Daniel Bell (a2 recent guest
ot Muhlanberg) has pointed out his belief that any future impact of in-

dividusls must be found in their roles as members of organizations. Only

the organizations will be able to affect the state of affairs on a signi-
| ficant level. The incentive for an individual to become an integral part

of a major orgahization today for these reasons becomes an imperative in
‘ the future. What better organization than the multinational corporation?

WAutonomy is the essential condition for the development of

\ techniqus" if the fundamental law of efficiency 1s to be adhered to. The
: goal must be separated from the mechanism; only means of best achleving

i the technical end must be considsred, and the most efficient msans must

|

|

and the social situation (although it continues to dominate these). Two
consequences arise from this autonomy of techniqus: Ellul insists that

' we are faced with a choice of "all or nothing;" once a single technique

| completely. The sscond consequence of autonomy leads us back to our
earlier comments on the nature of our cosmology. Technigue becomes the
new religion, "at once sacrilegious and sacred." The technique will
insist on a new morality28 and it will provide an entire metaphysics for

man, with its own god, priests, taboos, and rites.

always be chosen. Technique must, is, autonomous from sconomics, politics“

is accepted, it will augment jtself and eventually dominate the individual

22




Narrowing now our review of Ellul to deal only with afew direct
comments pertaining to the multinational.corporation, we find his compa=
rison of the corporation to the state gignificant:

Tt is clear that enterprises such as Cltroen or Bata are
of such dimenslions that their administrations are compar-
able to the administration;of the state. gtandard 0il
has international interests of such magnitude that its
international poliey is 1ike that of 2 gtatessssit 2P~
pears that, starting with 2 certain eritical mags, SO~
ciological and technical laws are jdentical for private
and public enterprises. (Society, 248)

Tndeed, it may be said in general that the stats lags
behind the great corporations in this respect s01ving
technical problen and that it ls compalled to modify
and rationalize 1ts administrative, judicial, and fi-
nancial systems on the model of the great commercial and
industrial enterprises. (Societys 259)

In many wayss then, the multinational corporation 1s in fact

superior to the state; 1f this is the case, and if the soclological and

technical laws are the same for ynstitutions of similar mass., then it
seems rtasbnﬂJeto consider the multinational corporation a ecredible con-
tender for the sovereignty over rasources and peoples traditionally in~

herent in the nation-states.

Fllul ennumerates the following techniques, which he indicates
been applied by the nation-state; consider how easily the multinational
gorporation has utilized these, and has in fact introduced most of them:

Tndustrial and commercial techniques of all orders.(the

state becoming gtate-boss to an ever greaber degree

Tnsurance and banking techniques., jneluding goclal gecurily,
family a1lotments, and nationalized banks

Organiaationnl techniques. including co-ordinating comml-
sions among all services, and new ingpection systems

Psychological techniques, including services of propagan=
da, vocational guidancs, and psychotochniquss

Artistic techniques, including radio, television, & more
or less official motion-picture industry, ¢ily plannings
and controlled tourism ,

Seientific techniques. jneluding the various centers of
seientific research

//”—
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Planning techniques, (with arbitrary objectives), including
general economic planning, transport planning, and city
planning '

Biological techniques (already a reality, although rare),
including human stud-farms, euthanasia, obligatory vac-
cination and medical inspection, and soclal assistance

Sociological techniques (for the management of masses and
public opinion) (Society, 253)

Bearing in mind that this was written in 1954, fifteen years
before I.T.T. was publicly recognized for its machinations, we might
consider how much more augmentation of powsr and technique has taken
place within the multinatiomsthan within the state bureaucracies.
Looking at the first category would be superflous. In addressing the
second, that of insurance and banking techniques, we have only to realize
how vital a source of funds insurance companies are for the multination-
als, a case well illustrated by I.T.TX heavy-handed acquisition of the
Hgrtford Insurance Co. in the United States, and numerous similar com=
panies in England.29 Then we might look at the interlocking directorates
among the major corporations, notably those associated with Chase Man-
hattan and the First Natlonal City Bank. '

The third category, organizational techniques, also allows us
to attibute most of the innovation to the corporate sector. While large
multinational corporation are also somewhat inefficient and overweight,
they are not nearly so lethargic as the bureacracies of government, whose
survival in the past has not depsnded on constant innovation.

Psychological techniques arse shared by the state and the cor-

porations ~- but when we consider the impact corporate advertising has

through the mass media, it seems the most omnipresent. Artistic tegh-

niques are closely allied.
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Scientific techniques are not only inherently innovative, and

thus closer to the domain of the multinational corporations,

tific research is no longsr as financially

port and initiative as it once was.

fhelping hand" of government to ptrpofuato their empire. Since 1968,

sccording to Keith Pavitt, the

ditures within the industryhave exceeded those of the government. "In

1968 industrial competition and growth requiromonts replaced strategic

competition and defense requirements as the biggest single dsterminant

of the

Communlst world.“31

Planniﬁg techniques,

the symbiotic relationship exists between planning agenciss and the

corporations belng “regulated," but also within the host: countries,

where investment decisions by the multinationals can have a dramatic

offect on national plans, the balance of payments, inter alia, are

unquestionably becoming the de facto domain of the major economic in-

stitutions.

Bioclogical techniques are still somewhat removed from the

spheres of activity of both the states and the corporations,

certainly, if major innovation does coue before collapse, it will be

that move to capitalize on the new

the multinational corporations

techniques first, unless the state deliberately chooses this technique

45 a means of re-asserting its dominance as the leading technical in-

stitution.

Sociological techniques, such as "market research," and the

of foctive management of public opinion (ideally demonstrated

recent oil merisis") continue to jncrement the power of the MNCs.

but scien-
dependent on government sup-

The corporation no longer needs the

1evel of research and development expsn-

allocation of scientific and technological resources in the non-

not. only within the home countries where

but almost

during the

I
e
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The primacy of technique over the Pstate" of the past involves

both the new found prominence of technicians in the administration of the

state, and the increasing suppression of jdeological and moral barriers

|| to technical progress, as elaborated upon by Marcuse. As the affairs of

state became more complex, and techniques became available for preemption
by the administrative branches of governement, "politics" became a thing
of the past.s? Admittedly the remaining politicians are able to corrupt
the system to serve themselves; the incumbent President serves as the
highest example of this. Yet he too is subject to the imperatives of

his own administrative force, the majority of whom are technicians, and
can be expected to succumb completely eventually.

No longer do ideological or moral concepts serve to guide the
affairs of state. The prevailing morality and ideology are unquestion-
ably determined by the requirementssof those in powers; right now, the
so-called "perversions" are unacceptable, as is exlstential awareness,
because of their ability to distract the worker from his mechanical
routim.33

Our universe has been limited to tierra firma; the world model
has shown just how limited that universe is. Our metaphysics has been
examined; in contrast to esarlier times when man was defined by a far
vaster cosmological arena, we find our metaphysics as Jimited as our
universe -~ the technological one. The nation-states, among whom the
physical and jdeological resourcss of the universe were once divided,
are increasingly being deprived of their role as sovereign to their

peoples. Our antagonist, whose nature we will consider in the above

context, is the maltinational corporation.
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The Nature of the Multinational Corporate System

As many definitions of “multinational corporation" have been
proferred as have been of "powsr;" so we will begin by defining both for
the purposes of this study. While the manifestations of power may vary
widely, power per se we will consider the capacity to mobilize physical
ana human resources for tne accomplishment of intended effects, with re-
course to some sort of sanction(s) to encourage co-operation or compli-
ance.1 This definition obviously characterizes the traditional nation-
state. Today it is also characteristic, on an equally grand and global
scale, of the multinational corporation.

In our opinion, a multinational corporation should be so ex-
tensive, organized, and wealthy that it should be able to survive the
collapse of any state with which it is associated. This, however, is a
definition meant for the future. Gilven the general ethnocentricityz:of
most of the so-called multinational corporations, it is doubiful that
many of the most powerful entitles, even those isolated by V’ernon.3
would survive the demise of the United States, or, if relevant, Great
Britain.

Another more workable definition is called for; because the
investigation by the United Nations is the most eclectic and the most
recent, theirs will be adopted.: "The term 'multinationgl corporation' .-
is used here in the broad sense to cover all enterprises which control
assets - factories, mines, sales offices and the like - in tiwg or more

countries."u

7
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As the U.N. study points out, this definition has the advantage
of including all measures of the problem, such as those associated with
special services such as banking, or nationally-oriented small firms.5
both of which might encroach seriously on the sovereignty of a host
country even though failing to meet the requirements of the more restric-
tive definitions suggested by others. The major advantage of our broad
definition is that it forces the examination of a greater scope of data.

Multinational corporations are characterized by size, concen=-
tration, and diversity. Such corporations can expect to have annual sale
of hundreds of millions of dollarse. According to Vernon, only those with
sales of over $100 million should be considered candidates for status as
multinationals.6 Multinationai corporations are generally oligopolistic,
dominating world markets through their exploitation of advertising tech-
nigues or special technologies unknown or unmanageable by others.7 At
the same time, thelr unique resource management encourages and demands
the creation and control of a large number of foreign-based affillates
or subsidiaries.s

Three dimensions of the MNC are significant. Ownership and
management patterns reflect the dominance of the Americans, the British,
the Germans, and lately, the Japanese. "Of a total estimated stock of .
foreign investment of about $165 billion, most of which 1s owned by mul-
tinational eorpora}ions. the United States accounts for more than half,
and over four-k;gths of the total is owned by four countries, the United
States, the United Kingdom, France, and the Federal Republic of Germany."
#Moreover, foreign direct investment tends to be concentrated in a few

firms within each home country. For the United States, about 250 to 300




their natural resources has reduced this dominance significantly. MNCs

have been forced to offer better terms, newsr technologlies for advanced

stages of processing, and participation in processing and msrketing pro-
fits.18

The importance of sophisticated technologies and world-wide
organization in maximizing cost advantages in the production of goods
in the manufacturing sector have naturally lsd to the contemporary pre-
dominance of MNCs in this field. Goverments are harder put to gain cone
trol of the proper technologies, to obtain access to the required and
diverse sources, and to acquire the necessary expertise and management
skills, and are therefore often loath to interfere with activities in
this area. Increasingly however, the position of the MNC in the domes-
tic affairs of host countries is becoming tenuous. The trend seems to-
ward greater insistence on contract of "turn-key" arrangements, whereby
multinational corporations construct and manage factories on a basis of
straight fees and decreasing involvement. This will encourage service
industries such as banking, and will turn some of today's MNCs to the
more permissible service of consultation.

The importance of a developed infrastructure and certain social
attitudes has led to the concentration of multinational corporations in
the developed areas of the world. According to the U.N. study, two thirdj
of the book value of foreign investment is so distributed.19 On the othet
hand, we can not minimize the importance of the MNC to the lesser develop
ed countries, and should bear in mind its greater impact on LDC economies)
which follows from the greater proportion of the national GNP which it

can affoct.zo
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Approximately one quarter of the American foreign investment
is found in developing countries. Of this, 70% is in Latin America,

‘with the rest fairly evenly distributed between Africa, Asia, and the

Middle East. Portugal, France, the United Kingdom, Italy, and Belgium
have a higher portion of their investment in the LDCs, reflecting old
colonial tiés as well as the immutable national character of the American

market,2!

The Japanese again stand out as a spscial case; sixty per cent
of their foreign investment is found in the developing countries, most of
it in Latin America and Asia.®?

In summary then, we find the multinational corporation extreme-
ly large, wealthy, and organized; it is oligopolistic, and tends to con-
centrate on manufacturing and petroleum extraction. While most invest-
ment is found in the developed countries, the impact of the MNC on those

LDCs with which it deals is greater as a consequence of the greater role

of the MNC relative to the total GNP of the the LDC.
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The Impact and Associated Tensions

In delineating the arena entered by both the nation-sta@e and
the multinational corporation, it is important to recall our earlier de-
finition of power. Given a fixed universe, the globe, the sovereignty of
each nation-gtate has previously preserved its status as the predominant
allocator of resources. The nation-state was generally held responsible
for protecting "life, liberty, and property" and was able to bring to
bear appropriaté sanctions as required. Today, while the nation-state
retains many of its more structured sanctions, and has even added a few
more insidious ones with-regard to individuals. (such-ss:the extension 6f
electronic surveillance), it has lost its predominant position, and must
now share its authority with many transnational organizations. These
organizations (the church is a most visible example) influence domestic
and foreign policy by interferZing directly with the societies of the
nation-states, by-passing the machinery of government. The importance
of the multinational corporation in this process of subversion cannot be
underestimated -- straight-forward trade, controlled by sovereign govern-
ments, is no longer the primary medium of exchange. International pro-
duotion, "defined as production subject to foreign control or decision
and measured by the sales of foreign affiliates of multinational corpora-
tions has surpassed trade."23 and with it, sovereignty.

The MNC and the Home Country. The multinational corporation in

the developed countries serves as one of the primary integrative mechan~

isms. With the exception of the United States, where most of the multi-
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nationals are domestic corporations,moat developed countries serve as
both host and home countries. A few, such as Greece, Spain, Ney Zealand,
and South Africa serve primarily as hoats.24 An interdependence among
the developed nation-states is thereby assured, although it varies cone
siderably from industrigl sector to sector. The degree of foreign ownere
ship outside the United States will tend to bs higher for petroleum re-

fining, very high for the computer industry, and high for transport equipd

ment and electrical machinory.z5

The ability of the multinstional to affect home country policy
is considerable. While we will examine more direct policy impacts in a
moment, we pause to congider the more pervasive and subtle influence of
the MNC upon its home government, in this case the United States. Dennis
Ray has written on the subject, and begins by distinguishing between

crisis, calculated, and axiomatic decisions on the part of government.

Axiomatic decisions, including "the broader assumptions about internationd

al society and the role of one's state" are most subject to manipulation
by forces favorable to the MNC.26 Ray examines the membership of the
offigial policy-making elite, and concludes that a significant number of
its members are recruited from the ranks of the maltinational elites.

We will recall Galbraith's more general suggestion along these lines.

Rey proves it.27 Members of the government elite then, may be considered
Pre-disposed toward approval of multinational goals and means, Beyond
simple recruitment, Ray ennuZmerates means of direct and indirect, formel
and informal channels of corporate influence. Directly formal means in-
clude recruitment, Joint ventures, consultation, and registered lobbying.

Indicect sformal means are dépendent on access through intermediaries -




foreign governments, congressmen, foundations, non-profit organizations,
study groups (such as the Council on Foreign Relationsi), party officials,
and trade associations. Direct informal means include recruitment on a
more subtle scale, common socialization, and family, school, and elite
club ties. Indirect informal influence is reflected through publiec opiniqm
and voting pﬁttorns.za

Within its own organization, multinational management can take
actions which could aggravate the balance of payments situation, disturb
employment patterns, violate anti-trust and trading-with-the-.enemy sanc-
tions, and deplete the home technology resources by transferring such
technology ind¢scriminately.

By avoiding American taxes through such mechanisms.as reduced
transfer pricing and minimal consultation fees for subsidiaries, MNCs
can significantly reduce tax revenues for the home country. Transfer
pricing refers to the arbitrary price placed by corporations on goods
transferred between branches. Since these prices are not subject to
market condition, being completely in-house transactions, they may be
set high or low, thereby allowing the acoumulation of paper profits én
the books of the subsidiary with the most favorable tax conditions.
Figcal polZficy is then defeated. Monetary policy, which relies primarily
on affecting interest rates, can also be defeated easlly, since the MNC
may borrow from foreign sources of capital at will. Finally, the stabil-
ity of the dollar or the pound can be severely shaken by planned or ac-
c¢idental currency exchanges on the international market.

Expensive labor can be avoided by moving plants overseas to
areas where tax holidays and low wages make the move worthwhile, thereby

temporarily aggravating the unemployment situation at home.
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The final three issues deal with the extra-territorial juris-
diction of the home country. The United States in particular has ate
tempted to regulate the activities of multinational subsidiaries by ine
voking anti-trust actions. This has generally failed, primarilys because
other sovereign interests have been involved (for instance, the local
minority partner, a pawn of its government) and have protested vigorously
to interference in local affairs. |

Trading with the enemy has in the past been a major sanction
imposed by the U.S, government on its corporations. This is no longer
feasible, in that it must now attempt to control the activities of sub-
sidiaries whose trade with the enemy would contribute to the economic
welfare of other sovereign governments, who do not like to have the U.S.
tampering with their economic exchanges.

Finally, a more pronounced issue in the recent past, the
transfer of home technology, deals with the willingness of the MNC to
export its technology to subsidiaries if other cost factors make the
action profitable. Domestic trade associations object to this transfer,
since they feel that it will eventually undermine their own position.

The MNC and the Hogt Country. The affinity between the MNCs
and the developed nations is not evident in the lesser developed nations.
The most significant factor related to this disenchantment appears to be
the lack of business background (and the consequent perspective) among
IDC - political leaders. Ashok kapoor. who examined the Asian situation,
notes that of the 547 individuals reaching ministerial level (China is
presumably not included), only 13% possessed a business background.29

Added to this initial discrepancy of perspective, other factors combine
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to exacerbate the situation. Hoskins has ennumerated elght causes of the
LDC's nationalistic-xenophobic reaction against the multinational corpora-
tion: 1) the similarities to the colonial situation of "we the psople,
they the exploiters," 2) the intended or implied expressions of superior-
ity by MNCs or their representatives, 3):the perceived foreign allegiance
of MNCs or their representatives, 4) the visible success and profit of
MNCs in situations where local entrepreneurship either failed, was dis-
Placed, or took no initiative, 5) the minorityegroup behavior of the ty-
pical overseas executive, 6) the compounding by local demagogues of the
initlal suspicion of complex foreign organizations exerting influence on
local situation, 7) the inability of the LDCs to join the wealthier ranks
of the MCs, of which the MNCs are the most visible reminder, and 8) the
widespread "exploitation complex," fed by the visible use of local capital
by the MNC, its repatriation of profits, and its overwhelming of local
ontropronours.30

Of all the above causes, the most tangible, and therefore the
mogt inflammable, issue is that of local sovereignty over local affairs.
The inability of the host country to restrain home country influence over
the multinational corporation's operations in its area is galling. The
inability of the host to deal severely with the MNC without home country
interference (for instance, in the case of expropriation) is seen as an-
other example of the forced deterioration of the LDC position relative to
the developsd sovereign states.

We do not mean to over-emphasize the extent of multinational
involvement in the lesser developed countries, Wor to imply that home

country interference is a matter of course. A fairsr representation would
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acknowledge instead the inflation of all conflicts into extremely tense -
and visible affairs as a result of LDC sensitivity to any foreign impinge-
ment of host country perogatives. The areas in which such encroschment

is possible are many.

Since the developing nations. are so concerned with modernigzation,
growth, and raising the standard of living, the area of national policy
planning is of paramount importan;:BETho impact of the multinational cor-
poration on the balance of payments, smployment, and the transfer of .tech-
nology.is directly related to the degree of success achisved by local
policy-makers.

The multinatinational firm can have a direct impact on the de-
gree and orientation of growth achievable by the host country, through
the initlal decisions of the MNC regarding the nature and extent of its
direct investment in the nation concerned. The conditions which the MNC
might sst before entering the country will also have long-range implica-
tions. While such edvantages are on the decline, multinationsl gorpora-
tions continue to expect tax holidays, reduced tariffs, and few restric-
tions on profit repatriations. The loss of this revenue and capital can
seriously affect the possibilities of long-term and balanced growth on
the part of the LDC (for instance, it will be less able to subsidize
needed educational facilities).>!

We have already noted how the monetary and fiscal policies of
home countries can be side-stepfcd. The subversion of host country policied
can only be far worse and more detrimental to over-gll development, how-
ever defined. While transfer Pricing can be used to bring in paper money

in taking advantage of lower tax rates, it is more often used 48 a Means

"



from one currency to another, or revising its billing and payment policy
to take into account psnding reevaluations and deevaluations of host cur-
rencies. While the former is generally used, if at all, with the more
developed home countries, the latter can mean great saving for the MNC
and loss for the host economy. For example, the MNC aware of a pending
devaluation might choose to delay the payment of outstanding debts until
after the devaluation, or, in the case of a reevaluation, to pay the
entire debt ahead of -schedule., We might mention that while such options
are available to the MNC, they are unlikely to be exercised as a matter
of course, since MNCs are not by nature speculators, and dq not seem to
care for the risk involved.

The socio-political implications of MNC involvement in the ?éon-
omy of a developing nation are'oxtensivo. Inappropriate lifestyles and
desires may be introduced. The creation of wealth, which is not equally
distributed, undermines the efforts of the government in that direction.
The involvement of elites in managing and acquiring this wealth further
increases the gap between the elites and the massos.33 If industry be-
comes a predominant force in a previouély agricultural area, the pattern
of land tenure is llkely to change, to the <letriment of peasant's posi-
tion. The preemption by the MNC of the market in its chosen sector will
affect the class cbmpoaition in the developing country, increasing the
number of blue collar workers and decreasing the number of entreprsneurs
and the middle class. Urbanization and associated problems will under-
mine the stablility of the local government, as will the requirement for

premature infrastructure dovolopmnnt;34
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The MNC and the International System. We have examined the man-

ner in which the multinational corporation finds itself dealing with the
soversignty of home and host countries. Each of these issues has its
obvious international ramifications, as evident for example in the attempt
by the United States to expand its’sovereignty:indirectly. In a world

$0 closely interrelated by "indirect" means such as the MNC.’it is no
longer possible to claim jurisdiction over such means without upsetting
other international actors. At this point, then, the MNC is a source of
continuing jurisdictional conflict; the situation is not improved for

lack of an international agency concerned with the regulation or even

the monitoring of multinational enterprises. There is no real legal

code of agreement among all or many nations dealing with the transnational
activities of the MNCs. (Although some progress has been made by the

35

European Economic Community and the_iﬂaan Pact countries”” along these
lines; the EEC has created its own "Competition Law," and the Pact coun-
tries are presenting a united front in demanding certain concessions from
MNCs interested in investment opportunities; perhaps most significant,
the Pact countries are seriously evaluating all p?b;%rred technologies,
and insisting on extensive transfers of technologies they want, )

The sxtent of the multinational's liquid assets, i;rirea of
several hundred billion dollars, is considered a source of great danger
to the stability of the current monetary systom.36 The ease with which
any of the large companies could affect the exchange rates is often cited
as one of the more pressing international pfoblema in this area.

\S
The international trade situation,another arena now practical-

A
ly controlled by the multinationel corporation. Whers countries once
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were able to regulate the terms and extent of their economic relations

with other sovereign states, this is no longer so possible. The multi-

national corporation, by virtue of its vast organization and its resources,

is able to take into account the taxes, tariffs, and other restrictions
of governments, and act thereby to minimize their influence on daily oper-
ations.

The market in each country is often ignored by the MNC in that
through transfer pricing an arbitrary cost can be applied to each compo-~
nent. Further, once a substantial investment is made in a particular
locale, the likélihood of the MNC's responding to changes in the local
market situation :is: minimal.37 This is reflective of the oligopolistic
character of the multinational corporations, which is also a factor of
some weight during the initial negotiations with the host governments.

Although many of the lesser developed countries are resisting
the trend (notably in Latin America, where the military policy makers are
reluctant to become dspendent on another nation for trucks or other vital
products), the multinational corporation has definitely accelerated the
integration of national markets. The ability of the MNC to locate re-
sources in one area and use them profitably in another has increased the
linkages between the various nations. Although this is most noticeable in
the developed countries, which we have already noted have the infrastruc-
ture and the receptive mind-set, it has-spread to the LDCs in the form of
informal or formal regional trade agreements (IBM in Latin America and
Ford in Southeast Asia are noticeable examples);BB We must note that al-~
though the interdependence is increasing, this is not necessarily regarded
favorably by participating governments, and may in fact cause many con-

flicts, as the faotor-price variations are exploited from left to right.




The Moot Mechanisms of Technology Transfer

The field of technology transfer research is rapldly becoming
recognized as one of major importance, as the lesser developed countries
realize the excessive costs they are paying by acquiescence in the acti-
vities of the multinational corporations. Sadly, most of the material |
by the chief investigating agency, the United Nations, concerns itself
with the direct and lmmediate costs in terms of restrictions on growth,
and only hints at the greater issue of deliberate limitation of growth
through the restriction of "inappropriate" technologies. Unfortunately,
"inappropriate" technologies are those which to not produce growth as
quickly as the more obsolete technologies which the multinationals tend
to transfer to the lesser developed countries at inflated prices. Most

of the material in this section comes directly from one of two major

U.N. documents; a report by the UNCTAD secretariat, "Major Issues Arising‘

from the Transfer of Technology to Developing Countries," (18 December f

|
1972); and a study by Charles Cooper prepared for the UNCTAD secretariat
with the collaboration of Prancisco Sercoviteh, "The Channels and Mechan-
isms for the Transfer of Technology from Developed to Developing Coun-
tries," (27 April 1971). A number of peripheral materials’ are:listed in
the last bibliography.
"The transfer of technology from advanced to developing coun-

tries may be taken to cover the transfer of those elements of technical

knowledge which are normally required in setting up and in operating
new production facilities or in extending existing ones - and which are

characteristically in very short supply (and often totally absent) in

4l




the developing countrieso"39 Cooperts enumeration of the elements of

' knowledge involved in industrial transfers is reproduced below:
| Elements of technical knowledge needed in the pre=investment and
construction stage:

A. for feasibility studies and market surveys prior to investment;

B. for determining the range of technologies which may be available
J to manufacture the product in question, and for choosing the
most appropriate technique;

Ce for engineering design of new production facilities, involving
both plant design and selection of machinery;

D. for plant construction and installation of equipment;
E. for the process technology proper.

Elements of technical knowledge needed in the operation stage:

F. for management and operation of production facilities;
G. for marketing;

Hs for improvinﬁothe efficiency of established processes by minor
innovations.

The distinction between process and element technology will
prove to be an important one. As distinguished from the tangible mech-

anical apparatus, process technology "refers to technical knowledge ac-
il
f

tually 'embodied' in the production process.

For example, the chemical and engineering knowledge [;hd
experience/ required to 'invent' a petroleum cracking
plant is process technology; so is the engineering know-
ledge used in making a plece of textile wachinery, or even
the unsystematised mechanical knowledge reguired to build
a hand-loom in an artisanal work-shop. There are many
sources of process technology. A production process may
be the outcome of many years of research and development
work, or it may result from the mechanical ingenuity of
an individual craftsman. New process technologieﬂ may
evolve from old through successive modifications. 2

While approximately half of this process technology is unpatent+
ed, it remains secret, restricted to the parent company, its subsidiaries

and privileged licencees. Another portion of the process technology is




patented and so legally restricted. The remainder, presuming it has been
known long enough to become public, is probably not as marketable as the

former, which Cooper calls proprietary process technology. This techno-

logy is vital; without these manAgement and other skills as adapted to
s
the particular element technology, the transfeqh}ikely to be commerclally

unsuccessful.43

Proprietary process technology can be further sub-divided into
three categories, as suggested by Quinn, Hall, and Knight, cited by Coop-
er:

'General technology! is the kind of technical knowledge
which is common to most firms in any industry [;uch as
basic accounting skillg]. 'System-specific technology!
is knowledge possessed by a firm or individuals in it
that differentiates the firm from its riwvals and may
give it a competitive edge. (Quinn - more specifically -
ldentified 'system-specific technology' with the kind of
technical knowledge which is likely to be protected by
patents or other property rights). 'Firm-specific tech-
nology'! is the kind of technical knowledge which cannot
be attributed or assoclated with any specific item the
firm manufactures, but which results from its over-all
activity and experience.

The distinction between the elements of technical knowledge

and the "capacity to use [that] knowledge for commercial advantage" will
prove significant when the developing countries are shown to be at a
disadvantage in assimilating the latter, thus forcing them toward greater
dependence on the more expensive indirect transfer mechanisms by which a
multinational corporation interposes itself between the lesser developed
country and the many direct sources of technology. This incapacity adds
to the problems faced by the LDCs, which begin with a general inadequacy

of their entire economic infrastructure.

i
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Indirect transfer mechanisms include:
Malpﬁd'y ~owned, dnal wilnondy ~ewned
A Wholly-ownethubsidiaries of multinational corporations.

Be License agreements for entire processes or poirtions.
Ce Turn-key arrangements.

D. Management contracts.

E. Engineering/Construction agreements.

F. Technical Service (Maintenance) agreements.

Factors affecting the nature of indirect transfer arrangements
inelude "things like the nature and complexity of the process technologzy,
the rate of technological advance, the number of alternative suppliers
of technology, and institutional factors like government policies on
foreign private investment, foreign technical collaboration and foreign
trade. Other factors are specific to the firms: the sophistication and
'uniqueness' of the corporate skills in the intermediary company, the
availability or lack of such skills in the recipient company."45

The three main reasons for LDC dependence on intermediary com-
panies in the transfer process are:

(1) deficiencies in the capacity tc use technical knowledge
in developing countries;

(11) the role of proprietary process technology in the
transfer process:

(1i1) the role of trade-marks, brand names and the like in
the transfer process.,

Unless the recipient firm possesses the wanagerial and entre-
preneural skills with which to organize its sources of material and
knowledge to produce competitively, it will fail. If it does not have
them, it must be willing to give up a large part of the control of its

operations to an intermediary. The same incapacity with regard to pro-

prietary processes will produce the same failure.
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Because much of the industrial development of the lesser de-
veloped countries is aimed at import substitution, the market for the
proposed products is often already conditioned, showing an "irrational®
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preference for foreign goods. "The importance which recipient enter-
prises place on the use of [ﬁéll-kﬁong brandenames and trade-marks leads
them into indirect transfer agreements even when the technologies re-
quired to make the product are simple, well-established and available
through direct transfer mechan:‘Lsms.L"8

The techniques of control as acquired by the multinational
corporation serving as intermediary vary. Obviously the wholly-owned
and majority-owned subsidiary operations will allow for the greatest
degree of control, in that personnel, purchasing, marketing, and im-

portant policy on such things as transfer pricing and profit repatriation

will all be subject to the direct influence of the parent company, with

little host interference or restriction. For joint ventures and minorityj

owned enterprises the multinational corporation may find itself with a
little less control, but the loss is likely to be insignificant if the
corporation is able to insist on a management contract as part of the
bargain. In many cases it may be more desirable for the corporation to
surrender the excessive profits it is accustomed to in return for assured
control of sources of supply and demand which are tied into its interna-
tional network.

In licensing a company in the host country, the licensor may
insist on participation in daily operation, may oblige the recipient to
adhere to parent price and marketing policies; may appoint certain key

directors in the recipient companies, may employ a supervisory depart-

ment autonomous from the remainder of the host company, or it may pro-
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vide its own marketing manager.49 These operational controls protect the
interests of the multinational corporation, which may also write specific

policies or restrictions into the contracts, as enumerated in the section
on the indirect costs of technology transfer, below.

The direct mechanism for the transfer of technology involves
individual contracts by the recipient company with the required number
of supplying enterprises. Examples would include the direct purchase of
equipment, the employment of individual experts, the contracting of con-
sultants, and collaboration with a research institution.so

The ability of the recipient company to make direct purchases
will depend of its possession of the requisite manegerial capacities, on
the availability of appropriate unpatented technologies, and on bearable
credit conditions; presumably the required supporting infrastructure would
be present in the host country.

Individual experts and consultant enterprises are one of the
major sources of "independent" supplies of technology. A major complaint
among the lesser developed countries, however, concerns the avowed ties
between consultants and particular suppliers of plant, machinery, or
process technology. This does not necessarily imply bad faith, as Cooper
points out the natural familiarity that consultants will tend to have
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with suppliers in the same home country, or similar experience patterns.
Access to research institutions on the part of the lesser dev-
eloped countries is limited since most of the research and development is
carried out in the developed countries. The multinational corporations,
in fact, often restrict the amount of research and innovation that may

be carried out by the recipient company, and thus tend to stifle the

development of an autonomous local scientific apparat.

i
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Transferred technology will cause some immediate problems for
the recipient; "instead of stimulating local skills, indirect transfers
may tend to perpetuate technological dependence. Whilst transferred
technology adds to the productive power of the developing economies, it
has not always allowed them to diversify their export patterns. Transfer
often results in high cost production which is internationally uncompeti-
tive., And, the foreigh exchange burdens which will result from technology
transfers are often higher than might be suspected."52

The foreign costs of transferred technology can be seen in the
suppliers' returns through:

(1) profits on equity investment (the equity may, of course,
represent 'capitalized know-how');

(ii) sales of components and intermediate materials to_the
recipient [presumably at inflated transfer prices’J]

(1ii) royalty payments from the recipient [set arbitrarily
high or low in the case of majority or wholly-owned

subsidiarieg]

(iv) technical licensing fees [or management and consultation
fees, again set arbitrarily high or lOﬂuin the case of
ma jority or wholly-owned subsidJ’.a).rieﬂ.i-';':5

and

fV(S)»Eindirect profits arising from limited competition restrict-
L ..~ ed by clauses in contracts.

Perhaps the most repressive costs of technology transfer are
these last indirect ones; there are generally five areas in which the
multinational corporations seek to restrict the activities of the reci-
pient company:

(1) through tied purchases of inputs

(2) through restrictions on exports

(3) through the requirement of certain guarantees

(4) through restrictions on competition in the domestic market

(5) through constraints limiting the dynamic effects of the
transfer.o)
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Direct coshts of transfer of technology in comparison with other relevant
foreign exchange flows of developing countries, 19€8a/

, Proportion of direct
: TFlows . Value payments for transfer
: _ . AL _ of technology
(Milliona of 1
T dollars) (Pex_cent)
Outflows: ° “ -
1. Direct payments for transfer of !
technology (patents, licenses, lknow-how,
+  trademarks and management and other e -
technical services) T 1., 500 K 100
2. Technology-related paymentss b §
a. Tmports (cif) of machinery and:
equipment (excluding passenger - .
vehicles) ard of chemicals i P 18,420 8
b. Profit on direct foreign investment
(excluding oil-producing . e
countries)b/ 2y 1,721 87
5. Service payments on external public debt 4,022 37
AInflows ! ‘ : kb, <
4. . Non-petroleum exports (fob) 29,350 5
5. «Total official flows : 6,710 e 22
6. Direct foreign investment (including e _ y
© reinvested earnings) : : N
Sources: : ’
Line 1 : UNCTAD secretariat estimates (see text) . ;
Line Zag: United Nations, Monthly Bulletin of Statistics, July 1972
,Ling 2b): "The Outflow of financial resdurces {rom develaping countries . Note by

the UNCTAD secretariat" (7D/118/Supp.5).
Line 3 s Vorld Bank/IDA Annual Report 1972.

Tines 4,5 and 63 UNCTAD, Handboplk of national Trade and Development Statistic:
Sales No.t B/F.72.1L.D.3)

1972 (United Hations publication, Sa
a/ Data do not include Southern Buropean countries.
h/ Including cil-producing countries: &4,934 million.
T RERORT BN VMCTAD SSCRETARIAT , " MAJSE |SSUEes REPISING Frem THE TRhRFTek
CTED 10! 0f TecHaLsoy To DEVELPING CRUMTE IES *, 18 decen Bee \472 TDIB|AC /I8




Pattern of limitations on

Mable TVl

access to technology by developing countries

Type of Llimitation

Replies as to whether the country faced
the specified limitation

Yes,

No_.

1.

Tied purchasesfof imported

" inputs,  equipment and' gpare

parts *

Restriction of exports (botal

prohibition, partial limitation

geographical. constraint)

Requirement of guarantees
against changes in taxes, .
tariffs and exchange rates
affecting profits, royaltles
and- remlttances\“-r i :

Limitation of competing
supplies by:e

(i) restriction of competing
imports

(ii) preventing competition
for local resources

(iii) obtaining local patents
to éliminaté‘pompetitqrs

Constraints limiting the
dynamic effects of the
transfer:

(i) excessive use of
expatlriate personnel

(11) discouragement of the . .
development of local
technical and R & D
capabilities

| Argentina, Chile, Cypxus,
Ecuador, Greecey Iram,
Malta, Mexico, Nigeria,
|Phhlstan, Peru, Sri Lanka,
l Turkey

Argentina, Chile, Cyprus,
Beuador, Greece, Iran,
(Valta, Mexico, Nigeria,
Pakistan, Peru, Sri Lanka,
Turkey

Cyprus, Nigeria, Turkey

Cyprus, Greece; Mexico,
Nigeria, Peru

Greece, Malta, Mexico

Ecuador, M@lta,_Nigeria

Argentina, Malta, Mexico,
Nigeria, Peru, Turkey
Argentina, Lcuador,
Greece, Malta, Mexico,
Nigeria, Turkey

Rep. of Korea

Singapore

Greece, Iran, Malta,
Mexico, Singapore

Iran, Rep. 6f KXorea,
Malta, Pakistan,
Singapore, Turkey

Iran, Rep. of Korea,
Nigeria, Pakistan,
Singapore

Greece, Iran,

fd81ngapore

Singapore .
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There are three main reasons why tied-purchase clauses are
attractive to the suppliers:

First, where the plant in the developing country carries
out msinly assembly operations, the foreign enterprise may
wish to preserve an exclusive right to supply the necessary
processed and semi-processed inputs [fhereby providing se-
curity for its international apparatus7. Second, the tied-
purchase clauses may be connected with the need for gua-
ranteeing the quality of the product through the utiliza-
tion of specific inputs, particularly in cases where
foreign brand names and trade marks are involved. Third,
the foreign enterprise may also use such provisions as a
means of enlargin§ its profit margin [fhrough inflated
transfor prices .

Such arrangements put the lesser developed countries at an
obvious disadvantage. One case study of Colombiaszcohcluded that the
weighted average of overpricing of inputs by foreign-owned subsidiaries
was 155 per cent, as opposed to only 1§ per cent for nationally-owned
enterprises. The average for enterprises operating under lease arrange-
ments would probably fall closer to the higher figure.

Not only does overpricing provide an ideal method of generat-
ing excess profits, it is easily available to the multinational corpora-
tions as a means of avoiding host limitations of corporate profit repa-
tristions, since transfer prices are not subject to market conditions
and may thus be set arbitrarily, safe from examination by government a-
gents.

Export restrictions fall:into three general d:a’t,(9goriesz§8

(1) total prohibition of exports or requirement of:prior
approval;

(11) exports permitted to certain countries and prohibited to
others

(111) other forms of restriction, such as the specification of
partiuclar products which may be exported or of prices and
quantities allowed, the designation of firms that are al-

lowed to handle the export txade, and the prohibition of
axports of substitute broducts




Multinational corporations may require guarantees from the
recipient company or its government concerning profits, royalties, tax
rates, tariffs, and the rate of exchange.59 In many cases, where the
parent company can not obtain a satisfactory guarantee from the host
government, it will insist on protective clauses in the contract providing
for compensation of its losses by the recipient firm.éo

Less common have been clauses attempting to restrict competition
on the domestic market, either by restricting the recipient to certain
carefully defined activities, or by obtaining from the governmenl monopo-
1y rights over various input factors (particularly raw materials), or by
pre-empting competition through the purchase and "icing" of patents for
related products .61

Certain provisions can serve as constraints on the growth po-
tential of the host economies; provisions requiring the excessive use of
expatriate personnel, the extension of the contract for a prolonged
period (during which the technology is likely to become relatively ob-
solete), the sharing of any local innovatlions derived from the original
transfer, and restrictions of the local sharing of transferred technolo=-
gy all combine to hinder the development of the local entrepreneural
class and of local research and development capabilities.62

In examining the problem of technology transfer by the multi-
n;tional cérporations from the point of view of the governments, the
UNCTAD secretariat enumerates five foreign investment policy elements:63

(a) Registration and approval [of proposed cbntractg]

(b) [iggislation relating to/ Ownership

(c) Repatriation of profits and other remittances of foreign

exchange
(d) Fiscal and tariff treatment
(e) Special guarantees
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The registration and approval of contracts involving multina-
tional corporations allow for the greatest host government impact on the
transfer process -- but governments must have a viable organization and
defined policies concerning the "ideal" technology transfer process if
they are to take advantage of this opportunity. Prior examination by a
competent national agency will allow the government to make certain that
conditions of the contract do not exceed "normal” costs (assuming these
can be determined). Certainly the government can make certain that tech-
nology already within the country is not being purchased at excessive
costs, or that obsolete technology is being sold to an unknowlng buyer.
By providing a competent authority capable of outlining contract inequi-
ties, the government is in a position to renegotiate the contract, saving
the individual companies money, as well as protecting the position of
the governument internationally by guarding its balance of payments and
enforcing its national development plan.

A good example of the success which such an agency can enjoy
is provided by the record of Colombia's Comitd de Regallas (Royalty
Committee) during the latter part of 1970 and the beginning of 1971.

The Committee succeeded in:él'P
(1) Reducing by 90 per cent the number of tled-purchase clauses
with respect to intermediate inputs;

(11) eliminating all clauses restricting exports;
(i1i) eliminating 80 per cent of the clauses on minimum royalty

_ payments;
(iv) prohibiting payment of taxes by the licensee on royalties

remitted to the licensor; and
(v) establishing maximum rates of royalty payments by sectors.
The question of ownership may be decided by legislation re-

quiring (or not, as the case may be) the participation of nationals to

any predetermined degree..
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Governments may chooss to limit the amount of the original
capital invested which may be repatriated, although most allow all of
it to be withdrawn, some requiring a minimum time period. Most countries
setl some limit on the amount of profit which may be repatriated, prefer-
ring to induce the re-investment of excess profits. This restriction on
the part of the government is unfortunately irrelevant in many cases,
given the ease with which funds can be shifted through internal changes
by the company of its transfer prices and royalty or service fees.65
Eventually the governments might hope to control these as well.

Fiscal and tariff treatment might involve favorable tax treat-
ment, subsidies for employee training, duty-free entry of machinery and
equipment, reductions of the existing import dutles, and protective
action such as the raising of tariffs for competing products.66

The most important special guarantee which a government is
often asked to give is one against expropriation, or, at the very least,
that nationalization will be accompanied by "just" compensation.67

Obviously, if the governments are to achieve any significant
impact upon the multinational organizations operating within their
sphere of influence, a national agency must be forméd to provide coher-
ence on a comprehensive scale for the policies outlined above. Only a
few of the lesser developed countries have developed offices of techno-
logy assessment, or agencles responsible for doing more than merely re-
gistering and rubber-stamping contracts involving foreign institutions.

Colombia, Argentina, and Mexico serve as examples of development.

Beyond a simple regulation of the terms of the contract, it

is important that the agencies have a definite set of criteria for the




evaluation of proposed technology transfers. Six general items have-
been suggested by a reading of the relevant U.N. documents:

(1) The impact of the transfer on the balance of payments.
(This reflects the simple cost analysis engaged in now).

(2) The technical contribution to the society. (This can
either reflect short-term considerations of cost vs.
alternatives, and appropriateness of technologies to
particular situations (the goals being axiomatic), or
it can engage in long-term analysis of both the goals
and the technologies to be acquired or avoided if
those goals are to ke met).

(3) The impact of the investment on other aspects of the
national plan, such as the employment situation.

(&) The extent of local research and development utilized
or fostered.

(5) The impact of the investment on local competition and
the development of the local entrepreneural class.

(6) The extent to which sources of supply are diversified,

providing more direct trasfers, saving the hidden costs
of indirect transfers.

The complexity of the transfer process is clearly a major han-
dicap in the attempts of host governments to deal with the situation.
On the other hand, multinational corporations must be seen as having
reciprocal responsibilities of their own -- even if we only ascribe to
them the desire to be consistently successful and profitable.

A graphical presentation of the extended nature of the trans-
fer process, and the many steps that must be taken on the part of each

actor through each of the four stages, search, adaptation, implementation,
and maintenance, is offered on the next page, extracted from work by

Samuel N. Bar-Zakay of Tel-Aviv University.
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The Mere Genéral Alternatives For Action
RegaPding the Multinational Corporation.

We have covered briefly the most visible sources of contention
between home and host countries and the global multinational corporations.
Obviously the potential for future conflict is equal or greater to that
we have discussed, if all parties choose to remain as egocentric as they
now are. Unfortunately, alternatives for the future include not only the
ameliorating compromises called for by numerous students of the situation,
but also the possibility of any of the actors' reinforcing their own posi-
tion. What few comments we care to venture on the likelihood of any of
these options will be reserved for the conclusion. For now, simply note
that any and all of these options are quite possible.

Domestic Home Action. Galbraith has suggested the symbiotic
relationship existing between the executive bureécracy and the industrial
glants, not the least of them being our multinational corporations. Ray,
as we noted earlier, has examined the elites' membership, and found em-
pirical support for this suggestion, the implication being that nothing
the executive is likely to do will sevﬁ?i} hamper the operations of the
MNCs. On the home front then, Galbraith has called for specific reforms
of the government intended to re-assert the intent of the Constitution,
and bring the branches of government back into balance. In terms of the
American Congress, Galbraith has suggested that we 1) oliminato the se-
niority system, 2) expand the technical and administrative staff of Cons
gress so that it is not the institutional and technical inferior to the

administration it now is, 3) pre~dispose the electorate against the in-

60




61

administrative state Ellul condemns.

cumbont&irolying on the staff for continuity and the rotation of members
for equal representation, 4) establish Federal funding for election cam-
paigns, reducing the dependency of candidates on corporate support, and
5) establish a general budget committee charged with establishing nation-
al priorities in the over—-all budget, leaving it to the existing "tacti-
cal" committees to review specific requests, which may or may not be
granted, but which must adhere to the budget limit set by the general
committes.®® The outcome of these réeforms is dubious in my own mind,
but it may be that they will institutionalize. on today's grand scale,

what little democracy we have left, and counter<pose it to the autonomous

"”mw;:’On another level, Karl Kaiser notes that the autonomy of the
political bursaucracy has allowed the de¥elopment. of multi-bureaucratic
decision-making, not only in traditional foreign policy areas, but with
regard to formerly domestic issues. Witness for instance the implication7
of the Department of Agriculture making wheat deals with Russia. Given
the lack of Congressional control over the bureaucracy, we see that there
is a loss of ocontrol both within and without the country in terms of "the
people,”" whoever they may be.63

Ba that as it may, the nebulous institution of "government® is
in a position to help or hinder the operations of the multinational cor-
poration. Regulatory agency action could include the obligation of the
MNC (as well as other American industrialists) to pay external costs of
producing their product, the rigourous application of the anti-trust laws
in the United States (ITT could be forced to give up its insurance com-

-3
pany, Hartford of Connetlcutt, a major source of revenue, its Sheraton
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hotels, and a multitude of other 1little companies which make 1t something
of 2 nation-state in itsolf‘o). the arrest of ‘the tax allowances now al-

lowed, where large American corporations (and individuals, for that mate

ter) may deduct foreign taxes pa’2d from their American assessment, the

ralsing of tariffs against products which could be produced within the

United States, and the support of labor grievances against the MNCs when

they move to foreign low-wage arease.

On the other hand, government agencies may £ind themselves ald-
ing the multinationals, if, for instance, the European or Japanese MNCs
suddenly bacome a Very real threats Pollution laws could be eased, or
payment of external costs could be subsidized. We've seen this, in reac-
tion to another threat, recently. Mergers could be encouraged, tax write-
offs could be increased, and some sort of free-trade preference could be
extended toward MNC goods produced outside the United States.

Tnternational Home Action. In the international arens., the
home countries could either begin to harmonize their policies with the
other members of their groups and with host countries, or they could lend
active support to the efforts of the MNCs. One example of harmonization
is found in the area of taxation., One means of equitably taxing the MNC
would follow the example set by the individual states within the United
gtates. Through the exchange of records a total assessable base is agreed
on, and the tax calculated for all industrial activities shared by the
states concerned. Then the proportion of each industry's operations in
each state 1is calculated, and the tax share awarded acoofdingly. Thie
would obviously require either close co=-operation:among the many nations

encompassed by the operations of a typical MNC, or an international tax-




graph: "The examination that has been made of contracts or agreements
through which domestic industry acquirds technology has led to the con-
clusion that those contracts and agreements have been the channel for the
transmission of technology useful £o and important for the country's in-
dustrigl development, but at the same time that the technology acquired
is often obsolete, inadequate, or already available in the country, and
moreover that such contracts contain clauses through which the technelogy
supplier unduly increases the technology buyer's production costs; obliges
him to acquire obsolete or costly goods at excessive prices; prohibits or
limits his exports; curtails his scope for expansion or for developing
technology of his own, intervenes in his managoﬁont or in his production,
distribution or marketing processes; and requires disputes about the in-
terpretation or performance of contracts to be ‘brought befor; foreign
foreign courts or t.r:'ﬂ:mrmls.""'-’k'8 The bill will provide for an office of 1
technology assessment, which, by law, will review every contract dealing l
with the transfer of technology from a foreign corporation or individual,
and may refuse to register any contracts found in violation of the pro-

visions, which expand on the paragraph above.

.

Submissive Host Action. A few lesser developed countries are
not in a position to make excessive demands of the multinational corpora-
tions, for lack of resources or infrastructure or location. These will
continue to be submissive, hoping to lure the multinationals in with
tax holidays, special import and export licensos: legalized monopolies,
and perhaps oven guarantees of future govornmontz;;tion in the field of
pollution control -- so we can look for the development of "pollution
havens" in the very areas .of the world which have nothing else going

_fqg_}hom.
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International Lgbor Action. Because multinational corporations
are characteriged by central decision-making regarding wages, plant loca-
tions, the use of additional machinery, and so on, they are not amelnabke
to intervention by local unions on behalf of their local workers. The
ease with which the multinational can substitute one plant's production
for another in times of grievance weakens the position of national labor
unions. David Blake has written on the problem, and outlines possible
union strategies. By collecting and sharing information about collective
bargaining procedures, the contents of contracts, the nature of fringe
benefits, the termination dates of contracts (crucial for co-ordinating
pressure), and production and profit figures, each local union is in a
much better position to to bargain for appropriate benefits. By co-ordin-
ating on objectives, policies, and tactlcs, the unions can deprive the
multinational corporation of the opportunity to use the production of
one union to break strikes by another. Most optimistically, Blake looks
for the day when unions will combine in calling for or even implémenting
regional or international controls on the multinétional corporations? 9 for
instance, the eptablishment of a global fair wage, which I parsonally °
think is a ridiculous proposition. A more realistic effort would deter-
mine thg wage as a proportion of the price of some consuh;wr basket index.
NbvirAfhe-less. unions have the potential to act as a major global force
in th; coming years -- they may be the only organlzations with sufficlent-
ly similar motivations and interests to successfully promote transnational

restriction of the multinational corporations.




IGO and RGO Action. Although the labor organizations have the
jnterest and motivation, the resources and legitimacy for any future ac=-
tion lie with the international and regional governmental organizations.
Even so, the problems are great. Fundamentally, the regional and interna-
tional organizations of any consequence are dominated by the “brthern “i-
lantic states and their consorts. The chances of their allowing thas;
organizations to come to the assistance of lesser developed countries in
any significantly long-range way are slim.xo In the case of non-govern-
mental orgdnizations, the same predominance of the developed nations is
witnessed; we find that action by these organizations tends to reinforce
the Aivision between MDCs and LDCs.&l‘ The lesser developed countries
themselves are retigent about allowing the intervention of international
organizations, since they correctly identify them as being under the pre-
dominant influence of the developed powers:iz The three authors from whom
I drew the above conclusions, Alger, Walters, and Skjelsbaek, seem to agree
that the likelihood of concerted and remedial international or regional
action on this level is slim. They look instead to more informal and
multilateral or bilateral manouvers for a solution. Never-the-less, the
options in this area are many.

A number of suggestions have been made, most of them looking to
the United Nations for the organizational factor. We should bear in mind
that such suggestions may bs just as easily applied to the regional level,
although finding a suitable organizational format will be a much greater
obstacle theras.

International forum. The most general call is one for an in-

ternational forum, where the whole problem can bs discussed, leaving in-




dividual members with some common thoughts on which they might act uni-
laterally. To a certain extent, the U.N.: report on Multinational Corpor-

ations ;g'beld Development which we've used extensively is the result

of conferences convened by the Economic and Social Affairs Council. These|
will continue on a regular basis during the immediate future.

International information center. A corollary of the .above

recormendation is one asking for an international informetion center
responsible for accumulating and disseminating all available information
on the operations of multinational corporations. This would greatly assis
other transnational actors in their bargaining efforts. Again, the U.N.
has moved in this direction. The Economic and Social Affairs Council is
continuing to meet on the problem and continues to publigh its eonclusions
and background material. More significantly, UNITAR (United Nations
Institute for Training and Research) and UNCTAD (United Nations Confer-
ence on Trade and Devslopment) have been examining problems of diverse
natures, some of which,are directly relevant to the impact of the multi-
national corporation on the economy and development of the developing
nations. Their work on the transfer of technology is a case in point.

International agency for technical co-operation. One of the

characteristics of the multinational corporations is their ability to
amass the technical expertise reguired for their global operations. As
a consequence, the officials of local unions, companies, and government
agenclies are usually unable to match them lawyer for lawyer, engineer for
engineer, and tend to pay the price. An international agency might not
only expand on the informative capacity of the center mentioned above,

but might provide consulting teams, or even negotiating teams which could

—
<




take active roles in determining the nature of multinational involvement
in all parts of the globe, with speclal reference to the lesser developed
aroa.§3

International financing agency. Among other, Gabriel, Scheman,
and Hirschman have shown how useful an international financial agency
could be in easing the tensions caused by multinational operations. The
agency could assist governments by loaning them funds to facilitate their
participation in joint or minority ventures, and could lend them the
monies they might need to buy out MNCs required to or interested in di=-
vestment.,

International insurance agency. Possibly in association with
the financial .agency, an international insurance agency could protect the
investments of multinational corporations in high-risk areas subject to
political instability, and guard against arbitrary nationalization. The
assoclation with the financial agency could be used to provide some form
of sanction, by refusing loans to governments refusing to compensate na-

tionalized industries .?*
RT PpEs@ai
International arbitration council. There 1s presentdy no in-

ternational legal code of competition, although the EEC 1ls moving in that
direction, and a<few regional groups appear to be establishing general
guidelines. It seems unlikely that multinationals will appear in any
international court of justice for some time to come. As a more feasible
substitute, it has been suggested that an international arbitration coun-
be convened, to remalin available for use during conflicts between two
sovereign states, two multinational corporations, or a combination of the

¢

two. It seems to me that only some combination of the above three




agencies will have a chance of success, since it is unlikely that any
actor will choose to participate unless he has something to gain by par-
ticipating and something to lose by not.

International assistance agency. One of the major sources: of

tension between home and host countries lies in the potential of the

home countries® aid, which could be cut off in retaliation for unilateral
host action versus multinational corporations. As one means of alleviat-
ing this situation, and reducing the opportunities for homs intervention
on behalf of the MNC, Vernon, among others, has suggested that all assist-
ance be administered on a multilateral basis. This would not only serve
the first end, bu%nuld transfer to the international agency, possibly
associated with the other agencies, resources which could be used to re-
interactions between multinational corporations. and sovereign governments.

Each of the above options is flexible; each program could be
autonomous from the others, and each program could bs organized on an
international, regional, or multilateral level. Twe other programs lie.
in. the international dimension, although they too could be adapted to a
regional level.

International regulatory agency. The United Nations is in an
ideal position to instigate and institutionalize agreements among the
nations on wage rates, repatriation policies, extra-territorial juris-
dietions, and tax appropriations, to name only a few of the more promin-
ent issues. A General Agreement on Multinational Corporations, similar
in format to the General Agreement on Trade and Tariffs, could conceivably
be arrived at. It could then be onforécd by an international regulatory

agency under tho'auspic-s of the United Nations.jﬂb




International chartering agency. Should an agreement be reached
on the regulation of multinational activities, an international chartiring
agency might be formed. This would further reduce the intervention of the
home countries by removing truly multinational corporations from their
Jurisdiction; it would be the basis for enforcing international legal
standards, since the multinationals would unquestionably be within its
Jurisdiction, and it would allow the agency to extract revenues from the
multinational corporations for the suppert of the other services mentioned
LY

above.

Multinational Corporate Action. The multinational corporation

must plot its course carefully over the next few years, as demands from
the soversign states increase. The MNC can either attempt teo expand
mightyly, and subvert all interfering states, as ITT tried to do in Chile,
and as others are doing more subéiy elsewhere; of it might submit to the
rising pressures, and allow itself to be nationalized at will, and fall
inte the role of a service company fnlfiliing special contracts on a day -
to-day basis. DBetween the two courses lies one of moderation and flexi-
bility. The multinational corporation could try te adapt itself to the
particular conditions met in each host country, accepting new responsie-
bilities and paying a higher price for the privilege of retaining control
of its empire.

If it is to expand, the MNC may do so either by retaining its
home office in the United States or one of great powers, and obtaining
strong contrel of its subsidiaries, or by attempting to achieve true
multinational standing, diversifying its operations under ‘the control of

an international management cadre based in various international centers.




In the first case, the MNC is likely to fail, in that its ethnocentric
corporats philosopmrggix likely to make it inflexible and thus more of
an irritant to its host countries. In the second case, the MNC may well
succeed, 1f it can so diversify itsoif as to be able to survive expropria-
tion or anti-trust action in any single nation. In either case, the MNC
should certainly do all it can to limit its vulnerability, by making the
costs to the host country considering expropriation as high as possible.
An ideal example of possible protective measures is offered by a study

of Kennicott in Chile, which managed to protect and even increase the
value of its investment, where Anaconda lost its shirt. Kennicott, by
selling 51% equity interest to Chile, using those funds to expand, ber-
rowing froﬁ international banks, selling output in advance to internation-
al banks, insuring the sale with AID against expropriation, forcing Chile
(not a lesser company or agency) to unconditionally guarantee the sale

and loan in a foreign court, managed to keep the company's capital out,
while increasinz the assessable value of the Chilian operations, and
lining up, in advance, international outrage against expropriation and

in support of compensation; the cost of nationalization to Chile was in-
creased, and the benefits to Kenicott sscured. An incredibly brilliant
series of moves, these were not duplicated byrAnacenda. its Board having
89

ne recourse to éitm'g;tiinq the top executives, 'eccepting he loss,

The multinational corperation may continue to retain its pri-
marily economic nature, relying on its control of tangible assets to as-
sure its welcome in the various host countries. More subtly, and less

likely, it may try to achieve a cultural and ideological importance of

its own. The role of the Japanese corporation as the ideological parent
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of its workers, who are employed and cared for for life, comes to mind as
an example, This potential of tho corporations’ will concern us during
the conclusion.

If the multinational corporation chooses to be flexible, as it
is eeminonfly capable of being, it will accept the external costs and
technological assessments imposed by the host countries, and will give up i
in profits what it will retain in terms of contrel. It will accept the
need for negotiating differing structural arrangements with its subsi-
diaries, and it will accept the Calvo Clause, in which it waives the right
of calling for home country interference in its affairs. It will develop
close local ties with its suppliers and customers, will train all of its
workers, and support the planning efforts of local officialse. While
maintaining a low profile, it will carefully publicize its efforts on
bohalfjfthc national intorosts.ﬁp

At the low end of the spectrum,.the MNC could choose to submit,
It may be forced to in certain cases, but it is unlikely that this will
be a general thing. While divestment and coniract arrangements will be
demanded increasingly, the essense of the MNC lies in its vast organizatiom,
its wealth, and the interdependence of its subsidiaries. The loss of any
of any of these facters will reduce the multinational corpération to an

international holding and consulting company, of lesser political conse-

qu.nc L 1Y




Conelusion

Our universe has been limited to tierra firma; the world mo-

del described in the Introduction has shown us just how limited that uni-
verse is. Our metaphysics was also examined in the Introduction; in con-
trast to earlier times, when man was defined and guided by a far vaster
cosmological arena, we have found our metaphysics as limited as our uni-
verse -- the technological one. Our discussion of Ellul's work has in-
dicated just how pervasive technique can be; i1f Ellul is to be taken
seriously, the transfers of technology engaged in by the multinationals
and sought so avidly by the nation-states should be looked at in a new
light. We have seen how the nation-states, among whom the physical and
ideological and human resources of the universe were once divided, are
increasingly being deprived of their roles as sovereign institutions.
The antagonist, the multinational corporation, has been described, and
the general patterns of subversion outlined. Special attention has been
paid to the nature of technology transfer, in which the multinational
ecorporation plays such a key role. The protective measures which nation-
states might take to enhance the sophistication and reduce the costs to
them of technology transfers have been briefly outlined. Finally, the
more general alternatives for mational and international action regard-
ing the multinational corporations have been described.

Despite the excessive length of this paper, the examination

of the topic must be acknowledged as most superficial. Even so, a num-

“ber of conclusions may be drawn.
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The conclusion will begin with a lamentation. In preparing
this paper, sources were used which presented completely divergent points
of view. Scholars of impeccable credentials "proved" the pervasive power
of the oil corporations and the criminal character of the "erisis." On
the other hand, a couple of friends, reasonably well placed within the
managerial hierarchies of Mobil and Exxon, insist the blame is not only
real, but lies with other culprits. All of the data, regardless of the
point of view, hinges on material provided by the major corporations them-
selves. Attempting to draw serious conclusions in today's world is akin
to suggesting to a blind man that he can tell the difference between black

and blacker if he just concentrates. It is all too easy for the tenured

academic to scoff at the suggestioﬁ that one might actually be able to
trust an Exxon executive; after all,if Ken (Galbraith) and Howle (Perl-
mutter) agree on something, it must be true. On the other hand, the ex-
ecutive presented with evidence of interlocking directorates among banks
and major ‘corporations will immediately suggest that an ecological fallacy
(of the methodological sort) is being perpetrated; macro (structural)
data is being used to draw micro (value~orientation) conclusions. Of
course John is at Chase, .. his wife's father asked him to sitj and
Frank is at City because it helps his credit-ratings and so on. How can
you call the man a liar?

That leads to,one of the unresolved gquestions in my own mind.
Does multinational capital act as national capital, or as company capital
when the chips are down? Chile has been used as proof of the first, the

Suez embargo as proof of the second. Both are questioned, the first by

the Ivy League, the second by the Marxists.! Who knows whereof he speaks?
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How dependent is the nation-state on the multinational corp-
oration's "contributions® to its economic development? How dependent
is the multinational corporation on support from its home country? No
matter how much material is presented in support of any one position,
equally credible, and contrary, information may be found elsewhere.

Given such pathetic disclaimers, what can be observed on the
basis of the examined material as it has been presented here?

Most striking is the distinction which nation-states, in con-
sidering the criteria for technology assessment, have failed to draw --
that between the so-called tangible economic costs of the day, and the
less easily operationalized ecological and spiritual costs of the future.
The first, easily recognized in unhealthy payment balances, excessive
transfer prices, and visibly obsolete technology transfers, has pre-
empted whatever attention the second might have hoped to garner. It is
probably not a coincidence that the lesser developed countries have
chosen to ignore whatever inclinations they wmight have had in the latter
direction -- the continuing rise of the investment and pollution curves
for the more industrialized countries give the lie to their calls for
ecological responsibility.

If anything is to be accomplished before collapse occurs, sig-
nificant action must be taken on the part of the industrialized nations
to limit their own growth and pollution curves; not only are they the
major source of the pollution problem, and the main perpstuators of ths
system of mis-allocation of resources, but their action might possibly

convince the lesser developed countries that there is indeed a2 crisis,

and that sction is required in terms of drawing the distinction above.
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How are the industrialized countries to be induced to institute
their own controls? Obviously, the impetus must be either internal or
external. Given the fact that the United States is the home country of
a clear majority of the world's multinational corporations, and given
the symbiotic relationships that appear to exist between the multinational
corporations and the agencies of government charged with their regulation
and supsrvision, there is little csuse for optimism. In fact, the mul-
tinationals probably have a better grasp of the resource reserve picturs
than we do, and are acting to reinforce their own position, despite the
obvious consequences to the world in the future. On the basis of :seminar
presentations, Dr. Bednar, after assuming that the companies were aware
of the implications of fuel shortages, noted how easily Galbraith's a-
nalysis lent itself to making the following predictions:

a. a short-run fossil fuel shortage would be created to

drive prices to those levels at which they must be
if, given the admitted long-run shortages, profits
are to be optimized over the long run.

b. profits at these prices would be invested in substi-
tute energy sources so that the companies could
maintain "growth" and respond "effectively" (i.e.,
profitablg% to all aspects of ensrgy-related sconomic
activity.

If Dr. McVeigh's data is accepted as credible, this is in fact
what happened, as we have summarized in footnote fourteen, where the
extent of control exerted by the major oil companies over the fieslds of
coal, uranium, and natural gas is indicated. If the philosophies of
the multinationals in other fields lend themselves to such self-service,

then there is little hope that any serious efforts at reform will be

undertaken in time.







Footnotes

To the Introduction:

! Jay Forrester, World Dynamics. p. 33.

2 Daniel Meadows et al, Limits to Growth, (N.Y.: Universe Books, 1972),
pp. 102-103.
The two most obvious limitations of the model stem from the somewhat
arbitrary nature of the the assigned multipliers and from the aggregals
nature of the data and the subsequent predictions. While the multi-
pliers are generally accepted as representative, more work might be
done in that area. The second limitation requires the construction
of regional interaction models reflecting patterns of interaction
on a reglonal level -- this might allow the reflection of the total
collapse of one region, and the subsequent moves to survival by the
others. Work along these lines is in progress at, among other places,
the Battelle Institute on the West Coast, and the Oak Ridge Labora-
tories in Tennessee,

“ Limits, op. eit., pp. 124-126.

5 Ibid., pp. 127-128.

6 -
Ibid., pp. 132-133.

7 Ibid., p. 137.

8
Ibid., p. 138.

9 v
Ibid., p. 139.

10

Ibid., p. 140,

" Ibid., pp. 143-144; italics added.

3 Ibid., pp. 168, 163-k.
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See for instance Turner's description of the Industrial Coopsrative
Program administered by the FAO.

o Tannenbauin cited by Burchill.
85 Holtzmann, Straus.

86 Robinson, Diten.

87 Burchill, Matthews.

88 Perlmutter, "Tortuous Evolution.."
89

Moran
90

Boddewyn and Cracco
To the Conclusion:

1 The cohesion demonstrated by the multinationals in acting to dry up

Allende's credit is cited as an example of the first case. The ac=-
quissence of the 0il corporations in not supplying American forces
in the Suez area is the example of the second.

Charles S. Bednar, mimeo to class.

3 Ibid., where the inappropriateness of the term "easier" is made ap-
parent through the analogy of its being "easier! for a 160 pound
human to 1ift an elephant, as opposed to a Sherman tank.
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Harvard Business Review, (July-August 1972), ppe. 93-102.

Suggests two conditions for new. rapport between MNCs and LDCs:
1) reduction of risk, and 2) honoring of all agreements by the
LDCs. One suggested innovation: an international financing
/gency.

Gilpin, Robert. “The Politics of Transnational Economic Relations,*
International Organization, Vol. 25, No. 3 (Summer 1971), re-
printed in Joseph S. Nye, Jr. and Robert O. Keohane (eds.).
Transnational Relations and World Politics. Cambridge, Mass:
Harvard University Press, 1972, pp. 48-69.

Makes the basic point that it is the political structure of

the world that sets the stage for economic relations. Points
out the importance of the Pax Britannica (enforced by British
naval power) and draws analogy to Pax Americana. Uses as ex-
anples of the primacy of political considerations the not-so-
sconomic relationships the U.S. holds with West Germany (troops
in exchange for access to EEC) and Japan (access to U.S. mar-
kets in exchange for military bases), and denigrates political
impact of MNC on any other than a domestic basis, and then on-
ly as one of many interest proups.
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Hirschman, Albert 0.
bara Ward,

ening Gap:

versity Press, 1971, PPe 232_-.2? .

Notes role
creasing de

ship (following an initial advantage). Believes the art of
ligquidation should be revived if damaging expropriations are to

be avoided

tion" which would be respensible, an an intermediary agency.be-

tween gover
holding sha
found (not
built in di

are begining to dictate, in which either the time span is li-
mited (in which case the: company may want to extract as much

profit as possible), or the profit is set (in which case the

company may desire to reinvest its profits for a number of

years, ther
run profit
minority st

Holtzmann, Howard M.

Arbitration," Arbitration Journal, Vol. 24, No. & (1969), pp.

234-238.,

Suggests complexity of contemporary disputes, given different
institutional arrangements, and need for all international ap-

bitration g
Hoskins, william R.

Columbia Jo

61=70,

Ennumerates

tion against the multinational corporation: 1{
colonial "we the people, they the exploiters," 2) expressions

of superior
allegiance

of MNCs (and profit) where local entrepensurs either failed, or

took no ini
Seas execut

ization exerting influence on local affairs, exacerbated by

local polit

the ranks of MDCs, of which MNCs are most visible reminder, and
8) "exploitation complex" fed by impact of MNC on use of local

capital, re
preneurs.

"How to Divest in Lgtin America, and Why," in Bapre
+ Do Runnals, and Lenore d'Anjou (eds.). The Wid-
Development in the 1320'3. New York: Columbia Uni-

of MNC as mixed blessing in LDCs, asserts the ine
triment to LDC economies of MNC control and ownere

== suggests an "inter-american divestment corpora=-
nments and the MNCs, for establishing "fair prices,"
res until governments or suitable buyers can be

the already wealthy elites). Strongly supports the
vestment schemes which many Latin American countries

eby enioyingﬁcontrel for as long as it dossn't over-
figure), after which time the MNC may remain as a
ockholder. :

"Long term multinational disputes: A Challenge to

ssociations to simplify their rules.

"The LDC and the MNC: Will They Develop Together?,"

urnal of World Business (September-October 1971), pp.

eight causes of LDe nationalisticéxonophobic reac=
similarities to

ity by MNCs or their representatives, 3) foreign
of MNCs or their representatives, 4) visible success

tiative, 5) minority group behavior of typical over-
ive, 6) initial suspicion of complex foreign organ-

ical demagogues, 7) inability of LDCs to join weal-

patriation of profits, overwhelming of local entre-




Huntington, Samuel P. "Transnational Organizations in World Politics,"
World Politics, Vol. 25, No. 3 (April 1973), pp. 333-368.

Contrasts international with transnational organizations. Gen-
erally a simple summary of Nye & Keohane (1972) but some good
comnents on MNC/LDC relations: feels are complimentary rather
than oppositional in that each performs different functions and
controls different resources -- it is not a matter of one try-
ing to obliberate the other, but rather of both attempting to
reach a consensus on their mutual objectives. Uses this line
of thought to criticize comments by others on impending death
of the nation-state.

Hymer, Stephen. "The Efficiency (Contradictions) of Multinational Core
porations," The American Economic Review, Vel. 60 No. 2 (May
1970)0 PPe 4ET:h53o ’ ‘

As summarized hg colleague McKinnon in discussion following
Presentation: 1) the nature of technical change has been such
as to make the growth of large corporations optimal within de-
veloped nation-states, 2) organizations have great competitive
advantages in transfering technology efficlently to the LICs
by operating directly there, 3) however, there are contradice
tions and perversities in the transfer process which indivi-
dual host governments cannot deal with adequately because of
their limited jurisdictions and small size. Domestic monetary
and fiscal policy can be easily subverted by international
flows of capital and conmodities [;hch as transfer pricing,
eXcess royalty payments, license fees/, and domestic entre-
Preneural development may be retarded; and 4) there is a need
for a worldwide bureacracy exercising full legal control over
the multinational corporations. Alternatively, MNC access to
LDC markets could be limited. '

Jay, Antony. Management and Machiavelli: An Inguiry Into the Politics
of Corporate Life. New York: Holt, Rinehart & Winston, 1967.

Very enjoyable reading. Drew credible comparison between the
corporation and Machiavelli's pragmatist political state.
Using historical examples contrasted with personal or commonly
known corporate experience, drew close analogy in many respects
Spent much time discussing the importance of creativity and the
need for leaders combining both yogic and commissarish quali-
ties,




Johnson, Harry Ge. "The Multi-National Corporation as an Agency of Econe
omic Development," in Barbara Ward, J. D. Runnals, and Lenore

d'Anjou (eds.). The Widening Gap: Development in the 1970's.

Specifies contributions which corporations make to development,
explains why uneven development is likely to result (concentra-
tion of MNCs in extractive or high technology areas, role of
MNC as profit-making institution i notes direct and indirect
impact of MNC on development, of local economy: training of per-
sonnel, development of ‘local suppliers, education of local con-
summers, contribution to government revenues; laments the ig-
norant demands of LDC governments for "fair wages" unsuitsble
to local conditions, and will discourage logical labor-intene
sive development.,

Kaiser, Karl., “Transnational Relations as a Threat to the Democratic
Process," International Organization, Vol. 25, No, 3 (Summer
1971), reprinted in Joseph S. Nye, Jr. and Robert 0. Keohane,

(edse). Transnational Relations and World Politics, Cambridge,
Masse: Harvard University Press, 1972, PPs 356-370.

“The intermeshing of decisionmaking across national frontiers
and the growing multinationglization of formerly domestic is-
Sues are inherently incompatible with the traditional fraome-
work of democratic control." Kaiser lists three types of
multinational pelitics: multibureaucratic decisionmaking, trans-
national politics, and multinational integration. He suggests
that not o must Congress and parliaments re-assert their
authority Eiyia Galbraithian reforms/ but that they must do
this in every conceivable issue ares, allowing nothing to be
relegated to the executive arena. Fuarther, the society must
be mobilized, or the structural change will be irrelevant.

Kapoor, Ashok. "Multinationals in Asia: The Understanding Gap," Far
v Bagtern Economic Review, (Saptombgr 16, 1972), pp. 41-43,

Polnts out specific issues and Perspectives in Asia (in a very
summary way), s.ge notes lack of business background of most
Asian politicians (in obvious contrast to the United States,
where the MNC mind-set is ingralned in the government apparat).
Notes three areas of conflict between MNCs and Asian LDCs: 1)
pace of introducing joint ventures, 2) role of government in
Joint ventures, and 3) question of conflicting MNC responsibil-
ities to shareholders and host governmeuts.,

Kindleberger, Charles P. (ed.). The International Corporation: A Sym-
posium, Cambridge, Mass.: MIT Press, 1970, : '
An excellent collection of afficles coveringall aspects of
the multinational corporation, A good basic text, compliment-
ing Vernon, Ihe Annals, and the U.N, report.
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Krause, Lawrence B. "The International Economic System and the Multing-
tional Corporation," The Annals of the American Acade of Pol-
itical and Social Science, Vol. 403 (September 1972), pp. 93-

103,

Reviews Kindleberger's analogy of the role of the MNC in the
world economy as contrasted with the role of the domestic Am-
erican corporation in the economic interaction of the states
of the U.,S. Discusses Vernon's concept of "product cycle as
a more realistic economic theory of international trade, and
notes the initiatives and consequences of MNC technology trans-
fer. Finally, points out manner in which MNC integrates the
world market, maximizing factor efficiencies and reducing wage
differentials, while at the same time undermining the sover-
eignty of national governments trying to assert independent
economic policies. Concludes by callings for new arrangements
within old Bretton Woods system, and the establishment of an
international regulatory agency for MNCs.

Krosigk, Friedrich Von. "Marx, Universalism, and Contemporary World

Buginess," International Studies Quarterly, (December 1972),
PP« 530549,

Very interesting, provided background material relating to
Marx's theory of universalism and Lenin's theory of neo=im-
perialism to the rise and potential of the multinational copr-
poration. Weak ending with ambivalent conclusion, but some
good thoughts in background, particularly regarding rols of
"bribod"u%unnonsciousg workers and the satellite LDCs forecast
by Lenin. '

Kuhns, William. "A New Manichaeisms Jacques Ellul," in William Kuhns,
The Post-Industrial Prophets: Interpretations of Technology.

Good discussion of Jacques Ellul's Technological Society,
Propaganda, and his recent paper "Technological Society," in
which he presents five pre-conditions for the amelioration of
the conditions created by the self-perpetuati technological
ethos he describes in Technological Society: ?% diagnosis, 2)
destruction of myth, 3) learning of detachment and humor re=
garding technology, 4) return to philosophy and metaphysics,
and 5) continuing dialogue between the "enlightened" and the
technicians. He does not suggest any constructive solutions.
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Litvak, I. A. and Ce. J. Maule. "The Multinational Corporation: Some
Perspectives," Canadian Public Administration, Vol. 13 (Summer

1970), ppe 129-139.

Examine economic and political-legal challenges posed by the
MNC to the sovereignty of the nation-states: in the economic
arena the MNC can control growth of a nation-state to a large
extent by its decisions regarding the extent of initial and
recurrent direct investment in the affiliate. Stability can
be affected through the impact the MNC has on monetary and
fiscal policy, which it ecan subvert, and its impact on the
balance of payments and the stability of its employment po-
licies. In the political-legal arena, the role of the MNC as
& manifestation of home government prejudices (trading with
%anti—truat can cause serious ques-
tions to arise regarding the infringement on the host country's

the enemy) and policies

soverelgnty.

Journal of World Trade Law, (19711), pp. 309-318.

As key variables in assessing the impact of host government
policies on multinational corporations, Litvak and Maule iso-
lates: 1) the corporate philosophy of the parent company (re-
garding, for instance, exports, regional, international orien
tations), 2) the organizationsl relationship between the parent
and the subsidiary branch, wholly-owned, partly-owned, joint
venture, contractual arrangement), and 3) the degree of parti-
cipation in management and equity by nationals of the host
countrye. A matrix composed of the first two variables sug-

gested fifteen degrees of alternative action.

Matthews, Roy A. "The International Economy and the Nation-State," Col-
wubia ‘Journal of World usiness, (November-December 1971), pp.

51-60,

The MNC must grant each LDC some autonomy -- governments will
continue to negotiate with each other. Discusses supra-nation-

al chartering agency.

Mendershausen, Horst. “Transnational Society vs. State Sovereign

&klog (Born). Vol. 22. No,. 2 (1969). PP 251-273°

Very interesting. Notes post-WWII continuing duality of trans-
national society and soverelgn states, contrasts medieval and
19th century harmonization models with the UsSefUeSeSsRe bie
Polar cold war camp, what HM calls the latest attempt at har-
monization. Explores pattern, origin, management, and decay
of system, posits five modern alternatives: 1) supsr=powyer due
umvirate, 2) world empire, 3) self-government of transnational
economy, 4) regional integrations, and (in his opinion the most

feasible) 5) prudent staecraft.

o "The Multinational Firm and Conflicting National Interests,"

ty "




Miller, Arthur Selwyn. "The Global Corporation and American Constitu-
tionalism: Some Political Consequences of Economic Power,"
The Journal of International Law and Economics, Vol. 6, Neo. 2,

(Janvary 19727, ppe 235-208.

Declaring nation-states to be obsolete, went on to enumerste
ten points of contention demonstrating the impact of the MNC
in public policy and foreign affairs: challenge of MNC for
dominance, breakdown of nation-state as sociagl order, rise of
group as basic social unit in modern soclety, recognition of
governing power of MNC and other large institutions, the rge
mifications this last has for the sharing of sovereign powers
by the state government and the MNC, and the questions it
ralses about the political legitimacy lacking from the MNC,
the increasing transcendance of corporate loyalties over na-
tional loyalties. Good summary from a legal mindeset. In
Passing, a very interesting personality on paper,

Millstein, Ira M, "Multinational Operations Under Changing U.S. Econo-
mic Policies," The Conference Board Record, (August 1972), ppe
51 '54.

Qutlines the major considerations in international trade and
investment: 1) the humanist and legal problem, 2) the effect
of multinational operations on the American employment situa-~
tion, and the balance of payments, 3) trade barriers, 4) the
legislative (protectionist) Proposals, and 5) monetary fund
ovents and other internationgl policies. Suggests that anti-
trust legislation an impediment and possible threat to the
international success of the UsSe; we must first select goals,
and then modify or dispose of anti-trust policies as appro-
priate ° I

Moran, Theodore H, "Transnational Strategies of Protection and Defense
by Multinational Corporations: Spreading the Risk and Raising
the Cost for Nptionalization in Natural Resources," Interng-

tional Organization, Vol. 27, No. 2 (Spri 1973)s ppe 273=

A very instructive tale contrasting Anaconda's and Kennicott's
strategies in Chile. Kennicott, by selling 51% equity inter-
est to Chile, using those funds to expand, borreowing from in-
ternational banks, selling output in advance to international
banks, insuring the sale with AID against expropriation, forc-
ing Chile (not a lesser agency or company) to unconditionally
guarantee the sale and loan, managed to keep company capital
out while increasing the assessable value of the Chilian ope
erations, line up international outrage against expropriation
and in support of compensation well in advance, and made the
cost of nationalization as expensive as possible for Chile,
and as beneficial as possible for Kennicott.




Nanus, Burt. "“The World of Hunger -~ A Management Challenge," Columbi
Journal of World Business, (January-February 1971), ppe 51-53.

Forecasts, with statistical support, the increase of population
and commensurately widespread starvation and malnutrition in the
LDCs, as well as related political and social instability as .
fraustration of the have-nots incites them to revolution or
aggression against the haves: Reviews the state of technolo-
gical, industrial, economic, and oultural arts as they apply

to the problem, and concludes that only through a massive iin-
tegrative progranm emphasizing management's pragmatic perpectives
could anything possibly be achieved. Goals: to develop more
complete information, to understand and perhaps model the come
Plex interrelationships of the arts above, and to develop man-
agement and mass media communication techniques capable of ine
stituting plans, ‘ '

Nisbet, Robert. “The Impact of Technology on Ethical Decision-Making,®
in Robert Les and Martin E. Marty (eds.). Religion and Secial
Conflicte New York: Oxford University Press, 15553 reprinted

in Jack D. Douglas (ed.). The Technological Threat. Englewoed
Cliffs, New Jersey: Prentice-Hall, 19 , pp. 39«5te

Good essay, treating the impact of technology in 1) generaliz-
ing norms, 2) abstracting scientific norms from the "moral-
personal" context, 3) individuating man away from small groups,
k) rationalizing and standarizing behavior, eliminating the.
need for individual considerations, the need for ethical deci-
sion making. When technology becomes pervasive and institu-
tionalized, then arena for institutional or individual conflict
(vital to ethical decision-making) is eliminated.

Nye, Joseph S,, Jr. "Multinational Enterprises and Prospects for Re-
glonal and Global Political Integration," in The Annals of the
American Acadog§ of Political and Social Science, Vol. 403,
‘Saptombcr 19?2 » PPes 116=126, '

Provides measures for regional economic, social, and political
integration, reviews Lindberg's scale for measuring the locus

of governmental activity, and then explores impact of the MNC

on seven integrative process mechanisms and structural and per-
ceptual conditions. While Nye acknowledges the utility of the
MNC in transfering technology, allocating resources, ot al; he
points out differences in responses available to LDCs vs. MNCs--
LDCs are more likely to lose their sense of identity and suffer
from distributive inequalities (reinforced gap between elites
and peasants). ,
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Vernon, Raymend. “Multinational Business and National Economic Goals,"
International Organization, Vel. 25, No. 3 (Summer 1971), re-
orinted in Joseph 3. Nye, Jr. and Robert O, Keohane (eds.).
Transnational Relations and World Politics. Cambridge, Mass.:
Harvard University Press, 1972, PPe 303-355.

Gives short shift to preblems of LDCs in world centext; em-
phasizes the benefits LDCs may derive from MNCs, and glesses
over the impediments to growth demonstrated by Evans; suggests
that in order to bestter enhance pesitive aspects of MNCs in
world economics, advanced countries should limit national ju-
risdiction, co-ordinate national policies, sort out nationali-
ties of subsidiaries (accept Calve Clause), provide for in-
ternational or multinational adjudication and enfercement; the
LDCs are treated as a third party unsucceptible to internation-
al action, but for whom the U.S. should benignly revoke the
Hickelooper amendment, accept the Calve Clause, and begin sub-
stituting multilateral for bilateral assistance.

« "The Multinational Enterprise: Power vs. Sovereignty,® in
Foreign Affairs, Vol. 49 (July 1971), pp. 736-751.

A short version of the conclusions drawn in his book: Sover-
eignty at Bay. Introduces concept of preduct cycle, with its
conclusion that MNC must continue innovating and organizing to
keep ahead of local firms that rapidly acquire competing exper-
tise -- notes loss of MNC position in extractive industries and
potential for continuing leadership in manufacturing. Political
questions include LDC demands for control, and MNC fears of pol-
itical instability. Notes that contrary te popular academic
opinion, MNCs are reluctant to utilize power of U.S. gevern-
ment. While local participation and eventual divesture are
remedles to ' local sense of impotense, divesture might be de-
trimental to future operating position ef the LDC. Doubts that
nations will surrender teo international organization the con-
trol that they are not willing to give to MNCs -~ looks for
rise of other countervailing institutions, such as labor. First
question to be solved: equitable distribution by governments of
tax revenues, next, question of jurisdiction over subsidiaries.
Endorses Calvo Clause, calls for international adjudicatory
council,

» Sovereignty at Bay: The Multinetional Spread of U.S, Enter-
prises. New York: Basic Books, 1971. ‘

Crammed with statistical and anecdotal evidence and examples,
Vernon's book seems to cover all the bases; beginning with in-
depth looks at the extractive and manufacturing industries, he
goes on to examine the particular nature of MNCs, their impact
en home and host countries, and the alternatives for the future,
including tentative solutions to the more pressing problems:
taxation and extraterritorisl jurisdiction. An essential text.
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Walters, Robert S, "International Organizations and the Multinational
Corperation: An Overview and Observations," The ls of the

America goadag§ of Political and Social Science, Vol. 403,
ZSeptomber 1972), ppe 127-138,

Generally reviews existing interaction between international
organizations (ICSID, ICFTU, UNIDO, UNCTAD, OBCD, OPEC, ACM),
and the multinational corporations. Notes reticence of LDCs
in accepting intervention of international organizations sub-
stantially controlled by northwestern interests, and notes
various other anti-global organizational influences -- blase
UeSeAs and MNCs, banker mentality distrusting rhetorical U.N.;
concludes that informal, multilateral agreement on anti-trust
actions, tariffs, and taxes might be more likely and more
feasible in terms of providing the least disturbance among
the LICs.,

Waltz, Kenneth N. "The Myth of National Interdependence," in Charles P,
- Kindleberger (ed.). The International Corporation: A Sympo=-
sium'.w Cambridge, Mass.: ess, 1970, ppe. 205-223,

Contrary to pepular opinion, believe that interdependence, pro-
perly understood, is on the decline. "The size of the two
greatest powers gives them some capacity for contrel and at

the same time insulates them to a considerable extent from the
effects of other states' behavior. The inequality of nations
produces a condition of equilibruim at a low level of inter-
dependence.®

Ward, Barbara and Rend Dubos. "Only One Earth: The Care and Mgintenance
of a Small Flanet," Columbia Journal of World Buginess, (May-
June 1972), pp. 13-25.

Emphasized commercial habit of external diseconomies, and sug-
gested that costs must be met thorugh public action. Supported
international research agency for pollutlion control. '

Ward, Barbara, J« D. Runnals, and Lenore d'Anjou (eds.)s The Widening
Gap: Development in the 1970's. New York: Columbia University
PrOBB ? 1971 ° . ‘

Another good basic collection of articles complementing the
volume by Kindleberger, the one by Nye and Keohane, and the
U.N' décumnto ' 7 ) v

Welles, John G. "Multinationals Need New Environmental Strategies,"
Columbias Journal of World Business, (Summer 1973), ppe 11-18.

Good article, addressing three questions: 1) how can environe

mental dimension be injected into MNC management, 2) should

MNCs take advantage of "pollution havens," and 3) what can
formity in international pollution contn

bl
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Wells, Louis Te, Jr. "The Multinational Business

of International Organization?," International Orgnggggtion.
Vol. 25, No. 3 (Summer 1971), reprinted in oseph S. Nye, Jr.

and Robert O. Keohane, (eds.). Transnat
World Politics. Cambridge, Mass,: Harva
'9?2. PPe -114,

Very general description of MNC, its growth and spread, and
the rationale for area vs. product organizational structure

overseas (as well as the general implica

and home countries). Introduction was best, summarizing cone
cisely the manners in which multinational corporations bypass
economic policles of governments, and exploit situations withe

serlous restriction.

Wooten, Leland M. "The Multinatienal Corperstion:

opement in a Global Political System," Management Internation-
al, Vol. 11, Nos. 4 & 5 (1971), pp. 5-135.

Suggests that MNCs f£il1l resource, foreign exchange, manegerial,

and technology gaps in LDCs. Does not ¢

depth (profit drain, stifling of local talent?). Does mention

interesting perspective on "penetrated s

1.8. sach societies! actions and policies are influenced by

extra-societal actors in today's world.

Enterprise: What Kind

ional Relations and
rd University Press,

tions for the host

Administering Devel-

onsider problem in

ystem" (Rosenau's term),
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Aharoni, Yair. "On the Definition of a Multinational Corporation,® in
A. Kapoor and Fhilip D. Grub (eds.). The Multinational Corp-
oration in Transition: Selected Readings and Essays. Prince-
ton: Darwin Press, 1972.

A simple summary of a number of definitions -- structural,
performance, behavioral, and so on, with no clear synthesis
of the material.

Bell, Daniel. "Notes on the Post-Industrial Society," in The Public
Interest (1967), pp. 24-35, reprinted in Jack D. Douglas (ed.).
The Technological Threat. Englewood Cliffs: Prentice-Hall,
19 ppe ©=20,

Characterizations of society: service economy, knowledge
(theory over practice?), planning government as controlling
institution, mobilized (military) society; suggests that the
politician holds the power, distinguishes between the poli=-
tician and the technocrat.

Bradley, Gene E. and Edward C. Bursk. "Multinationalism and the 29th
Day," Harvard Business Review, (January-February 1972), ppe
37-47.

Notes on interview with Maisonrouge and Borch on need of the
MNC to adapt organizational structure and goals to the social
needs of home and host countries, as well as the commercial.

Chase, Edward T. "Politics and Tectmology," The Yale Review (1963),
reprinted in Douglas, op. cit., pp. 170-185. :

Firmly believes in ability of government and politics to
solve problem of technology.

Chemical Marketing Reporter. "Multinationals Deemed Threat to Nat'l
(sic) Defense," (March 12, 1973), pp. 7,27.

Short note on testimony before Ribicoff committee re effect
of MNCs on world economies. An industrial spokesman sug-
gests four points for any new trade bill opposed to the
Burke-Hart version sponsored by labor. Not a good source,

*Materials reviewed and found lacking relative to project at hand.
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Economist, The. "Don't Worry, Nobody's Really Stealing Your Sovereignty,"
(July 22, 1972), pp. 80,82,

Notes lack of international law regarding "unique" MNCs, and
mentions ability of one government to interfere with subsi-

diary operations in another government's domain. While good
for keeping current, this type of source was too fragmented

for the blitz research involved here.

Feierabend, Ive K. and Rosalind L. Feierabend. "Aggressive Bshavior in
Politics: A Cross-National Study," Journal of Conflict Resolu-
tion, (Fall 1966), pp. 249-271.

Cited by Green (1972), they identify thirty types of politically

destabilizing events, assigning each a weight from 0 to 6 accord+

ing to their level of intensity. For future reference.

Green, HRobert. “Multinational Profitability as a Function of Political
Instability," Management Internatiomal, Vol. 12, No. 6 (/972),
PPe 23-29.

Tested hypothesis: "A positive relationship exists between
political instability and foreign investment profitability.
The higher the political instability of a nation, the higher
the rates of return on the foreign investment located in that
nation." Green found a definite correlation, with the caveat
that in manufacturing political instability affected invest-
ment per se (reducing it), rather than allowing investment at
higher rates of return as in the extractive industries.

Hobbing, Enno. "The World Corporation: A Catalytic Agent?," Columbia
Journal of World Business, (July-August 1971), pp. ¥5-51.

Quoting Tannenbaum (a peripheral article in itself), Hobbing
exercised his rhetorical capacities in speaking of the supra-
national corporations concern for "man,"

Huntington, Samuel P, "Political development and the decline of the
American System of World Order," in Danisl Bell (ed.). Toward
the Year 2000: Work in Progress. Boston: Beacon Press, 19 ,
PP. 315-317. '

Kuhns, wWilliam. "Engineering the Future," in William Kuhns, The Post=

Industrial Prophets: Interpretations of Technology. New York:
Weybright and Talley, 19 , pp. 205-219 (Chapter 9).

Notes importance of systems design in controlling open and
closed systems (ecological et al.) which are characterized as
being holistic, requiring maltiple control, and having a ten=-
dency toward quantification. Speaks about Wiener's theory of
cybernetics which was meant to defeat entropy by providing
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feedback within and among machines and men. Notes danger of
installing feedback in machines, since they will not neces-
sarily make the same decisions men would (7).

Martino, Edoardo de and Bruce A. Searls. "Operating on a Global Basis...
Today and Tomorrow," Columbia Journal of World Business, (Sep-
tember-October 1972), pp. 52-61.

World-wide, geegraphical, and functional organization modes
are discussed. '

Nation's Business. %A Survival Strategy for the World Corporation,"
April 1973), pp. 3436,

Standard call for close interaction (particularly social) with
all governments.

Orlans, Harold. "Educational and Scientific Institutions,® in Bell,
9P« _0_1&0. PP 191'1990

Not very useful or definitive.

Pisar, Samuel. "New Dimensions of Business: Multinational Corporations
Vs. Nations," Current, (April 1972), pp. 38-44,

Gung-ho and rather rhetorical commentary on "potential" of
the MNC. Very simplistic view of "pragmatist® businesses and
"nationally egoistic® or "ideologically dogmatic" politicians.

Quigg, Philip W. "Organizing for Global Environmental Management,"
Columbia Journal of World Business, (May-June 1972), PP 26<30,

Criticizes business for lack of organization and concern in
dealing uniformly and collectively with pollution.

Reynolds, Calvin. "Career Paths and Compensation in the MNCs," Columbi
Journal of World Business, (November-December 1972), ppe 77=87.

Excellent and clear discussion of base pay, premiums, and al-
lowances as stimulus for mobility and hardship posts. Ties

to corporate goals, suggests a single-premiunm mobility pay and
allowance phase-outs as optimum incentives for global execu-
tive cadre. '

Rome, Edwin P. "Anti-trust problems in. Multinational Corporations,®
Conference Board Record (August 1972), pp. 55-58.

Serlously suggests that anti-trust actions by sovereign states
can reach outside national boundries as a matter of course,
and will "continue" to "control" the MNCs.
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Rostow, Eugens V. "Thinking About the Future of International Society,"
in Bell, op. cit., pp. 310-314,

Notes how unstable present situation is, with U.S. playing role
of world "policeman," and suggests that U.S. may "cop out" and
force Europe and Japan to accept a share of the responsibility.
Alterm.tives: U.s. and U.Noi U.S, and U.S.S.R-; Not U.S. and
Japan & China in Asia. Whatever happens, union of Japan and
China bound to affect world order.

Sihdona, Michels. "Symposium with Michele Sindona on the Role of Multi«
national Corporations," Columbig Journal of World Business,
(Summer 1973), pp. 43-48,

The panel of professors was especially disappointing.

Smith, Dan Throop, Lee L. Morgan, and Elizabeth R. Jager. "The Foreign
Trade and Investment Act of 1972: Three Points of View,"
Columbia Journal of World Business, (March-April 1972), ppe 11
18.

Smith and Morgan (academy and business) are against the bill,
which they contend will stifle business, end innovation, etc.
Jager (AFL-CIO) supports the bill, which will protect jobs by
establishing quotas, ending tax breaks, etc.

Sela Pool, Ithiel de. "The International System in the Next Half-Century,l
in Bell. 22. ﬁ.. pp' 318-323. '

Very specific and interesting predictions. Of most interest:
1) economic problems will lead to regional federations in
Europe, Africa, and Asia; 2) fear of new weapons systems will
lead to transnational ties among political parties.

Stendahl, Krister. "Religion, Mysticism, and the Institutional Church,"
in &11. 22. E'Lt;t. pp- 222-2270 7

1) posits religion as a particular aspect of society's culture,
implicitly an autonomous and counter-posed one; 2) suggests
that it is institution of church, rather than faith of Christ-
danity, that will endure and eventually loosely bind men to-
gether,

Stobaugh, Robert B. "The Multinational Corporation: Measuring the Con-
sequences, ¥ Columbia Journal of World Business, (January-Feb-
ruary 1971),

A reference cited by Nye and Keohane (1971/1972). note that
in his essay RBS argues against images of the MNC "as one
economic entity controlled by one 'economic man" in the head-
quarters rather than what the enterprise really is: an organi-
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zation of numerous staff groups and subsidiaries, some of
which are large and powerful in their own right and among
which considerable negotiation takes place."

Trezise, Philip H. "Some Policy Implications of the Multinatienal Corp-

Zgaiéon.“ Department of State Bulletin, (May 24, 1971), pp.
9-672.

Very skimpy recapitulstion of older comments.
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