
, a 

, , , . . . :, , : , ,1 i i . ., ,1111. • I II ,1 .1, , r . . 1: i, ,111 I ,i 1111 1111 (i:'\1111. i;\111.': . 1111 ·.• 1f ,,1 ,11 ; • 

II :

1
1

1 

:\1
111 

'• I • 
11~ ,I M1 '[,IJTirfA'Tii{jNAL CORPO' 'I .If ON (MNC) 

11,1 Ii 1, " •,i ,r 11, I I' -1111111111111 i11, 1111 • • 
.:1 I I II • I • 11 11!' . I 1. , II 1111 11 'I 111 1' \II, II ' !Iii ~· '.lff _ 111 ' 111 
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11 10 othe~ co~ntr~es 1a~~nd thd' world. 1t maiptn1ns,, a , ent~, o~de l~ted 1n one country, 
!i ·1 ,. 11!1 I I ' I' ' 1l1li' ·111 

which coo,~dina.te$'1 tlhe mana;ge:n1ent' 0, f,11all its other offic!~I~ ,~,q~B,;,~s1111~d.min. 'istrative branches or 
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As ILO 1) .:>in b O l ' II I . I ' .11· I ,1 h 1 . . l . 1 • ., .. :L-= .£;.. ' -· ..._-Y .. ort o serves, t 1e e,s~ent1a nAtulfe o .t emu tlnatI0Iµl enterpnses 1e_s m-·~ ruct 
- cc~ . 1· I nl· . 

that its nifnagerial headquarters a. rel •. ca .in. one country (referred ·for convenience- as. the 
- . - - - • .!11111.·1' 11r~ 1. ,· -

rL "' whil h I I • • b f L-uome country', . • · . · e ) e_ enterpris~... out op~ratlons m a num · er o • otJ.Ka" countries as 
·1!]11ij . 

well ('host countries)J Obvi~ ,~t?-t_ is. a corporation that' controls production 
-ii' " 

facilities in more th@n one co~__ Jj .. ,· ~· 1i~s: .~~ymg beeii,~aquired. through the process 
, . (r"i' ildh ,!hl:· •' " - - - ; 

of fore~ direct inYestment.-Fir1ns.:;1, • ··" : .. , i' ,(eijte intDtiona! lrusines~mw~-lirge· 
, . - Iii, . } : I, ii . 1 1i' 1,lil..t ;It I I .\h • •-•-c'..o=- • - - ·~- • -

they maj;be, sokly by exporting oi'bx ~u,1~~rlt,,tli~lmology are l¥1fi~u~~i9nal eoleTpris1:5." 
- - 111} 1\ I · .~=- ,~-- -== _ ~= . - - _ , 1 • • r • ii l ·Ill ,,

1 
.-11, , - - -=== - - ., 

Mult • J' .na! ~JPOi:-ation responds to th~ \I ~pe4if'ic beeds of the,=-"dif(~ent country matkets 
I - , -= - - -

regardff!i_produ~, ~rice-,and pro, .. ~ltioh~ Thu~~ ~1,bli~l,IP1 p~t~~·es ,i~,~r~,·tha~~n~ Cttfu10"1lmlt-
- II ·1,' I I ,/ ~:-~I ,11 ' 'I - -

' • • I I, ' ' I, ' i II ,, I - I - -

operat«like ~domest1c,conw,pny Q~~;t:\!Ao~ntry i~~~tf~J1~·11 'Iii',": ., .i , 7 - . -_ - • -
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Characteristics of a Multinational Corporation 

I. Very high assets and turnover: To become a multinational corporation, the business must 

be large and must own n huge amount of assets, both nhysical and financial. The company's I'' f' I • 
'

111 targets af,b high, arid tl1ey ore able to generate substdntial profits. _ I 
I 

I • • • 
I ,1, ii 11 111 l 

111,11 I • • . , 
/ ' ,2. 'Network 'of branches: Mu'ltinational companies maintain production and marketing 

I' II . • 
operations in different countries. In each country, the business may oversee multiple offices 

111' 
that,functfon through several branches and subsidiaries. 

3. Control: In relation to the previous point, the management of offices in other cou~tries is 

controlled by bne head office located .in the home country. Therefore, the source of command 

is found in the home country. . . 
4. Continued growth: Multinational corporations keep growing. Even as they operate in 

I . 
other countries, they strive 1to grow their economic size by constantly upgrading and by 

conducting mergers and acquisitions. 

I[ ' 

5. Sophisticated technology: When a company goes globa~ they need to make sure that 
I I ii 

their intestment will grow :~uHst~nti~ lly. In order to achieve substantial growth, they need to 
I ·1111111, • 
I I" I ' , , • , 1 • 1 l1 1 1 , , • • • • make use of cap1tal-mtens1v

1
e "teAhnology~ especially m their product10n and. marketmg 

111 ii:::, !!JIJll!p1 Ii, II I j 
activities. I 

•6. Right skills: Multinational companies aim to employ only the best ~Qag~rsi those who 
II 

are capable of handling ,large amounts of funds, usmg advanced technology~ managrng 

workers, and running a1!huge business entity. I 
I I[ I . . ii : I , . 

7 

.., ti 1 i. 11111« d d ' • 0 f ~I c-c. ' •• IJ • 1 ' f . r,orce P m~rKe ng a~ I 1~ verhsmg: . n~ o t~1~ , most ~uef~he Sl,lrvtva strategies o 

• • 1 1 • • II I d. • d I l:'il ' ljl '% k " d d • • multmat10na co.rporat,ons µ; spen mg gr~ijt e~I' 0111 p1on~y o~ •~r etmgi an ' a verhsmg. 
' I I This js how they are to sell every ~ro~tlCt or bnmd t'~ey mrc~- I lj, . 

I IJ11 

8. Good quality products: Because they us,e ,capital-int~nsive techno~o_gy,. they are able to 

produce top--0f-the-line products. 
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Merits of MN Cs 
1: 11 

1:11 ,Jj 
• I' 

' 111 I ' 11 11 11 I' ,ill II ,11 ' I· I 

1- E .. ·n I 'Tl II d II.~ ;~' 1 t~1-·
1 

, II! 1
111 ' _./11~J •• d both c.. ., • • 1 d •• CODOIDIC eve opment: 1e l~V.Qir·· .• u1g11I H.,:'. i~4rJ~S nee ' : 1oreIgn cap.Ita. an 

I I !I, IL 11· I.if I '11 ii' 11 .I ' '
111 

' • -technology to make use of available reso~-I, tn1
.~.

1fo,h~con.'omic and industrial growth. MNCs can 
II ,n '·· 11• 1 

'd 1 • ed fin . l h "1 Ii 1H\:J1 : I 1!i 11· f,1 I'_,' J ,, d . . b. prov1 e t11e requrr - ancia , tee n1ca,,. •
1
., 

1

u: I • • ,! re§c;;,urces to nee y countries in exc. ange 
- I ·• •• ;,;, ,,·:l·l·,!1\111,1111!1 :I'. I ',I for economic gains. \ \ ';ii, 

_ _ . ri·l1\!.;1{ :· 
2. Technology GAP: MNCs are the mstn1n1el) • 1of technology to the 'host country. 

. ' I Ill.ii 11- I ,11 11 I • 

. Technology is necessary to bring dowri cost 11~i 
1
1,. 1 • .. 'pro·d~ce quality goods on a 'I \I. ,I t II' I 1;,_,lj • 

1! :•,,I II "L 
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large scale. The services of MNCs can be of great help to, 'bridge the technological cap 

between developed and developing countries 

3. Industrial Growth: MNCs are dynamic and offer growth opportunities for domestic 

industries. MNCs assist 'local producers to enter ._the global market~ through their ·well 

1estabtished international network of production and marketing. And there by ensure industrial 

growth. 
I 

4,. Marketing Oppo~unities: MNCs have access to -~ijny markets 1int different ~untries. 
I I,' I , 

They have the necessary 1skills and expertise to market ~rodu~ts at international tevel. For 
I I 

example, an Indian Company •can ent,er into Joint Venture '.w:ith a, foreign, company to. sel] its 
I 

product in the international market. 

5 .. Work Culture: MNCs introduces a work culture of excellence, professionalism and 

fairness in deals. The sole objec~ivtrl of Multinational is profit Maximation. To achieve this, 

the Multinationals use various strategies like product innovation, technology up gradation, 
I ·, . . I 

professional management etc. , 1 ! ·1 i . ·I ;i : : , . . 
I I I:! ' ' ' 11 •i' 
I •1 • ,I' ·I I ' I 

6. E~'Mrt Promotion: MNC~Ji:i':'~ii~-'J~~l~p~k countries in earnings foreign exchange. This 
C: - ·;r: ;!" j '11( f: i '. , , • 

• ,l' . ,h 1 ,1 1i. 1 lil ' Ir. 11~~ ,... ,., 

can be done by promoting~~· S~Y:i~l~t~ng.,e~port oriented and import substitute industries. 
• tt7 'li1 ; 11 ilit;,· .. p !l •. , ,_ ,, . .. 

I ;;t j,•lr:1-, 11'1; 11'1 '.i', 1:r\ . ..- - :. 

7. Proper Use of Idle Resou~~i~i:'.~~i1A~~-~;fth~ir advanced technical knowledge, MNCs 
' ' 'k ;~111'. •11;:: ,.lltl:lh ; l 1 I I. 1·[' 

are in a position to properly utili~e,1iidl~ ptV 'sidal and human resources of the host country. 

This 1 . . . h·
11 ·t.:f lr::111

1
:1JJ11~1•

11 lr11 ·' rth h . -
resu ts man mcrease mt e 11:..,.at~ona I' •t ome o e ost country. • • . -. 

• . ,I :: , i!; 11: :1 ii; 'I -

8. Improvement in Balancf.' 1
1
ofPay~~nt l' l sitiq•

1

n: · 
i • I II ,, 11 I' l ' ' 1· . . Ill' i: I • I 11 I ill I I ·: 11 fl I I. ," . . ~' . I: I,,.. • 

MNCs help the host coun~1~s to mqr~as~ the,~r expf· rts. ~s. ~1· h~ l,t~e.· y 
1

nelp. ~e, host country to 
' JI I ' I ' ' 11 11 11 

improve upon its,Balance of PaymC,;i:11 r,sitio:, ' : I I i 'I ' 1:11 1i1i 11··1111 ,, ' 

• . , . • :~ , • I , 1, , I · [, 1 I,, 1 I. 1 ,I . . . 

MNCs help to improv~ the sta+d Qf)ivipg pf peop!11rfh~~! co 1lfil1ri,;s. I, I 
f ;II ' ,, 11111 11 1111 11·1 I I I :1 I I I - • 

10. Re$earch and Devclopm4rnt: The resou,:ces and e~
1 
~el'ie~¢e 61j

1

,')\lNCs in the field of 
I I 11 '1 

research ,enables the host country to establish effi~~en~ reseli\l'~* and d~v,~o~u,en( system.' lt is 
,I 

a fact that many MN Cs are now shifting their research units t~ count\·ics, li~e India to avail of 

monetary incentives and cheap labour. 
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Demerits of MN Cs 

1. Proble·m of Technology: Technology developed by MNCs from developed countries does 

not fully fit in the needs of developing countries. This_is because, such technology is mostly 

capital intensive. 
' I I 

2. Political •nterterenee: The MNCs from dev~l!~i, l

11
countries are criticised for their 

i11t1erf.erence in the poUtk:n.l affafrs of developfrtg1 ~lationsl ·Through their financial and other 
. . . . ' ~~111! 1111\i1IJ11 l11 I ' I II iii:, ~I ' . 

resources, they influence the dec1s10n-makmg proces~I ~filthe $~VemmeJlts of developmg 

nations. 1 1 11 I I I 
11

1 

11

1

1

1111i 11 1

1

1

1 

• 

• I I II I I • 11 I It ' . 

3. Self-Interiest: MN'Cs woik towards their own self-interestll~~Wf' than working for the 
• lj I . 

development of host 1oountry. They are more interested fo making prcffits 1at ~y cost. 

4. Outflow of foreign Exchange: The WOfking of MNC is a burden on the limited resources 

of developing countries. They ,charge high price in the form of commission and royalty paid 

by local subsidiary to its parent ~omphny:. 1This1 leads to outflow of foreign exchange .. 
\ I; 'ill I I • • 

5 E I • • MNC ~' • 11 I 1'~ I • • 'h d ,, • h h .. xp mtation: • . s are cnbc1s,e"'- 1or exp101hng t e consumers an compames mt• e ost 'i th. ,, t I 

country: MNCs are financiali~)~
1

e~y1[1~iro_ nd and ~opt aggressive marketing strat.egies to sell 

th . d d 11 11 ·:~~; I l'.1/ 111 l111•, '1 • • • d 1 . h k err pro ucts, a opt a rnea~.}f ~. l~l'r:1~l~11compet1t10n an create monopo y m t e mar et. 
l11't l111 1111\• il11 ! ' I 11 I : • 

' I IJ1'1 111 I[ II Ii, I • 

6. Investment:_ MNCs prefer .tq~ 1~v¢stl1·1·~~~
1

11~ri;as of low risk and high profitability. Issues like 
111 :111 I l•J1 q 111:1'. 1111 I • • 

social welfare, national priority\~. no~ 1ft. ~a l~~y11place on the agenda of :MNCs. 
' 11111 : 'ltlf 11 Iii:, 1111 I • • • 

7 A ·fi ial D d M·Nc , 't~I .lllt1d1 l d ha h "fi • 1 d-.• rti IC • eman . : ,..Sare cr,l ICIS~, 4?Il t le groun t t t ey create arh 1c1a an . 

unwarrant~d. demand by making e~t~n~iv
1

e use of ;the advea:tj$~
1 
,g, ~d sa,les promotion ' , rr I , . I r • 

techniques. 1 I I[ 
1 

1 II I 'I -11 . JI [ [I 1 ·1 , 

1 

' ' • • 

' I 1111 • I I 111 I 11 • 11 I • 

8 D ;1 ih t· I 11 ll ti MN J:. 11 'b 11 Ji. • ' 11 1I i . . I 

• anger 1or1.--,
1
0~f~-•~ n(J~,~~~~; e;;s,1 -~ca,u~e Q~l'~f1~11i v~~t 114;10~,91)1lc power, pose a 

danger to 1domestic l~~austries; wh~~h ~re still h~' ~,~ffl I nr9~e~~1 bl. r11dev~;(~n)OO.ent. Domestic 
11 111 11 i •. I II ! ·11 , , ,q , : ~1n11 111 T r111. , • 'i1 •1\ • 

industries ca11lult11
1mp~ ~ioentJ~ I Pll1•ed by ~Ir~· l{jl:1' ~~11~~~es\l(1 1114~,rri~s hli>'e to wind 

up, as a .res1'11 qf threat frOm ~Nys. 1'h~s1j ~J 
1 

,~ 1set~J~II~~ ',~~•' e~i-.,~c growth of 

host countries. ' 1 
,[ 

1

1[ Ii, lj I I 
11
1 /1111 Ill [,II II I U111 1

1 • 

.. ' ' ' . • 11111[11111 111 ii! 11 ll:1111,1 I I ' • 

·9. D~nger to Independence: lmtially MNCs b,~1~P oJy~,.~me~~ 19£ host country, m a 
I II I I 

. number of ways; and then gradµally start interfering in th~ I ~~li,tical affairs of the host 
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Role of MN Cs in Indi~ 
I 11 I I' I I I 'I I' 

l. Profit Maximisation: ,Most1 of the private· companies incJudi,g .fyfN(.;s have profit 
I 

• 

maximization as the mosi i.n1portant objective. However, 'MNCs are expected to operate fairly 
I 

' 
-

I ,i. 

and behave like a corporate citizen . 
. I 

2.. lntemational Netwoi-k of Ma~ketin,g,;· liqoia 1expects the MNCs to increase their exports 

and eam ·foreign exchange for India. But, n~ci1s~li&f the MN Cs transfer tbe foreign exchange to 
• I • I . 

• ~I.I) I,. . . • • 
,L • • .. h f,.1:1,1 1, 11!.'rl1/,1ll'1 .• , h: l 
Utell' parent country, JUst m t e name p, i'l,~~~ ::,:, . ~~,t e:1r 1ome country. 

·• 1 C' I • "I ~Iii/ 1•1 • 
, "I '['I t·~1,' r • • , 

3 D• ·m · P u Ind' li·J\:f.~:~J .:. i,.~::wi,:rc·1
·:-''·: :, d' ·ry h · · · · · h 

. . 1ven • cation o cy: 1a exp~~~(t~:itfll~vµ:'I .-~-; to 1vers_1 t err act1v1t1es mto t' .e 
- L}' I •1.•I! • ' j 1 - - ,I 

wrtapped areas and the priority areai,,l,'{;.,J~~:i:~~11/,lry .and infi-astructuce industry. But 

majority of the MNCs diversify into the ,P1m~ff.l~.~.;~fi· 1.t~ . . ~l~' areas. Eg: Indian Tobacco Company 
. • ':'t"-'llij:!'tl:/-!'li'1l1l11·11,:1[111iJ:,:; I ' - : • • • 

- ventured into hotel industry. . .. 'lfi11 d J.i pl :l.i j, • ·' 1'.1"
1
::1
1 
,f J,,. -

- • ', , ~t•I • 

i i11:,:Jlil'l:1i,1 1·': 111· ' - ' -
I I I 1: I:' 'I Ii ,, 1•1 I i'!lii:l':1:111:: I 'I:. • -

4. Cencentradon in Consumer Goods: Most of'th~' MNCs entered Indian.consumer IWll'n:l 
• H, 1·,' 

lik HLL d th h. h fi 'b'l" h 1,,. ,/1 I; .1,,:11-J 11 I di 
e • _- ue .to e 1g · pro 1ta 1 1ty rat er tna;n, .capf p1~' g90 s 'market which .is less 

I (I 11 ' • 

I I II j,' 'I 11 

111 I I. I I I I I I ' I 1·'1 ,,.1:111:1 I .!'I 1' ' '•:1 I 11· I, 

I I 1,i11 ,t, I. I .11, '', ' I 

' tk 11, 'I 1/ , ., • 
j·II : '1 111',ti ,, • , 

11j.;I, :1·1'll;11,l111 ,i,11' 1·11; 
1

; ,,1111 
I '·1, 'I' 11 I If I' 1.,,, I I I I 

I I I, I 
I I' t) ' I ' 
,I' I l,'1,, I' ',, II 1 

1 :IJl'r I• ,r!,11'!1(1 ,1,1111: 
! + i:1,,' I ;•1,i 

profitable. 
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5. Techniques to $1Chicve Public Acceptability: MNCs adopt a number of techniques to gct 

the acceptability oft he people of the country wherever they operate. For example, products of 

Lipton Unilever Company are more acceptable to most of the Indians. Most of the· MN Cs try 

to project themselves as it they were completely identified with the Indian cultrne apd l11dian 

econo:mic policies. They also clain:i that they have acquired Indian nationality. It is criticized 

that MNCs in India use all these techniques to improve their business. 

6. Existence of modern and sophisticated technology: As stated earli_er, maximization of 

global profits is one,., of the major objectives of MNCs. MNCs develop modem and 

sophisticated technology in order to produce the products of high quality and lowest cost of 

production. They bring the technology to the developing world, but they do not provide the 

'latest technology to the domestic companies of the Third World. 

7. Business, but not social justice: MN~s are in business but not in social service. MNCs 

allocate their investments according to market demand in order to maximize their profits. 

Wide gap between the rich and poor has.been one of the characteristics of India since long 

back. Therefore, a section of the _lndiarl ~conomy enjoy higher standard of living. MN Cs in 
I Ii ' 

India have been concentrating only 'bn this section in designing the product, pricing and 
' JI/! • 

• MN . 11 d I d' I 1d1,I' h d th d f • services. • Cs nonna y o not Pil"9 µce t e pro ucts to cater to e nee s o poor section. 
'I 1 1IJl!,I ', 

They leave the poor section .tf{hl~~tlc>~l busin~ss. Thus, the more profitable business 1s 
f:ljjllr , . • 

''w" grabbed by ~Cs and they left t~e!,less profitable business to the local markets. 
!' f !11 

, I 
... J .i}.1IIP" i1pl ,., . I • 

8. Unconcern towards ~ocia,1 reyJJP~.~~·~~.l~~ti,es and business ethics: It is also criticized that 

MNCs try to maximize their profits 11and. do not think of discharging their responsibilities 
. . 

towards ln~ society. Further, it is criticized that MNCs exploit the Indian natural res~urces 

indiscriminately, export the products from India to other countries and transfer the proceeds 

of sales to their_ home countries. In addition, it is criticized that MNCs price the products 

exclusively based on business principles like supply and demand for products rather than the 

social •considerations. 

9. Cultural Erosiqn; lndjan Cl,llture with regard to dress,i;ng, pat~erns~ eating habits1 building 

and maintaining the relations,· etc., are quite distinct from the rest of the world. But,. it is 

widely criticized that the MNCs activities with regard to type of the products (mainly 

cigarettes, liquor, beverages like coke etc.,), advertisernents and the like, erode the Indian 

culture. 

17 
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