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"finjtions For thl phénomenon f 1ntcrnat1cnal enfer~'
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dc criblnq them as geoc ntric, ethnocentric,'and 80 on,

%IJam‘ﬁot going to enter into all theSL deflnltions, T
"jUSE want to give one rather general‘natlon of what T
"tﬁink isrtﬁérbest and broadest deithlon of a multi-
hatiénal,fltris:a company. thch contJOI or manages
proéuétiVe and/or commercial activities in several
countries - inrother words, a multinational enterprise
is one which permanently exeréise economic activiﬁies,

‘in different countries under some form of coordination.

This definition excludes enterprises of the following
two categories:

1) large-scale export-import houses

2) local enterprises where only the ownership is foreign.

Here you will nole that multinationalsfthus defined
comprise all units engaged in 1nLornatlonal transfers

of one kind or another. A multlnatlona] not only moves



';apiLa1f ‘ nst nca,'it‘acquires'sgbsi

inve&Lments, éf;repatrlatesrbénefits, but it alsa,

imnve a number oi other good 'snm@time rnmpordrlly,

”snmoflmns permanont¢y, such 5572 and D and ofher Pnow~i“

how.

Fihaily,themultinationals have a Qery considefable;

' part Qf vorld trade. It is estimated, for example, that
in recent years more than a guarter of the exportatibhs
made by the multinational enterprises situa&ed in Great

Britain were destined for their own subsidiaries.

I am nOﬁ'going to léok into the imﬁortance of the mul-
tinatioﬂéls, The devélmeent of the multinationals has
mainly taken £hé form of direct investments abroad and
here; especia lly'direct American investments all ovér
the world, lLater, I will give you a few figures on
direct investments, but for now I will merely stress
that the importance of the multinationals is much greater
than is indicated by direct i vmstmont fnqurcs. These |
statistics only give book-values and we all know what
they are worth. The statistics are estimated - since

they are only listing the directly controlled invest-
ments of the multinationals - to show only between 25

to 50% of the controlled assets. For 1969, for instance;:
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' ommunity (Lho origlnal

,Llou do]larq, and LhaL thi

 *?1n IOH]lt) rep esented industrxn] aS%LtS 0f the ordpr

'*:of noL 1 than 40 billlon dnllar .ontrolled;by U.S;

'—enterpr, éy;—sv;,yg

it,is'0n1Y'f5r;UcS. ehterprl ses abroad that a relatlve—f'ri"

1y pYOPl%L statlﬁtlc is compufed thisg is not thL'Cdse
for the r@st of the world. A 1968 estimate of the book-r
alue of the holdlngs of the mu]tlnaflonals out51de L
thelr mother- countrnes produced a figure of a hundred 7
bllllon do]lars. The 1970 fnqurp wag a hundred and f:fty'
b1Jllon collars; this horlmvpondc kLo a tnrnovel for

the same year of at least 300 billion dollars

In comparison, one could mention that the 1976 value of
total wofld trade, including internal Furopean Commuﬁity1
trade,'st 290'billion dollars. The same year, the GNP
of France, Italy and Benelux was of the same size - this

~latter figure is simply an illustration, since T know
that you cannot fairly compare trade turnover and GNP

figures,

In this respect, I would like to add that the 150 bil-~

lion dollars mentioned for 1970 is a very conservative
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S get Lhci sets) - aﬁé yﬂu w1ll Most- llkoLyrhaveftd double

thls fiquro agaiﬁ if you want to 1nvlud ‘the activities-

 ”of the mulflnatlona] in its home countrs "This again:

',Lallies with the sum of'thp'productionrtotal’of the

 150 ldrq multJonal onLerpr1>esrwhicﬁ'fbr 1970 was: 

of the order of 5 to 600 billion dollars.

-

As for direct Americén investments abroad, I will -give

you a few Figures:

In 1950, the book-value was estimated at'11,8'billion
dollars.

In 1972, this figure was 94 billion dollars.

Durihg the same period, American investment underwent

a complete reorientation. At the start, investments
went primarily into the supply of raw materials and
basic products - which in fact meant that most of these
investments were made in the LDCs. This changed in two
directions during the fifties. A laxger proportion of
investments went to indus strialized countries - specifi
cally into Western Burope - while the object of invest-

ment changed from extraction to manufacturing.
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' ,which attlacted most of Lhe inveqtmentg,'undez+3k1ngs

,;ln the Unlted Klnqdom, for invtance, were relat;vely

"g;n@glncted

1972 %

g

1950

B.C.oo(Six) 637 5,4 15.745 16,8
U.K. o 847 7,2 9.509 10,1
World . 11.788 100 94.031 100

For some years we have also had a counter~flow in the -
,form of direct muropean investment in the U Si From
'a book~value of 3 lelth dolldls in 1950, it has

rlsen to some 14 billion dollars in 1972,

In certain Eurbpean ccanffies like,Beigium thé importance
of multinationals is particularly pronounééd, Accofding
to a Belgian National Bank'study, the net investment in
Belgian industrial enterprises from multinationals, iﬁ
thé period from 1964 to 1967, is estimated at 35% of the
total. It musﬁ be added that in the traditional sectors
such as textile, paper and leather, American enterprises
have not shown any interest in investm;nt.vbn the other

hand, in the chemical industry, foreign firms in Belgium

account for 45% of the emplemeht, 72% of the added
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:TQGG,'iﬁ was elemaLGd thaf he Amerlﬁan 1ndu try
ccntro]l 2d the fol]ow1ng E;Q.C,'économic activities

'(Lhe Glx)

refineries: 33%  ‘information processing 80%

autonobile industry 25%

chemical industry 12%

electronics 16%

The reasons for the development of the mdltinaticﬁals
are of course multiple; In a number of cases, therfirst
multinationals developed before the Second World War

Eo secure thersupply of raw materials. This was? for
example, the case for certain oil multinationals and

for companies like'Unilever, United Fruit, etc.

In the post war perilod, the orientation was different,
~and the investments were primarily directed toward
already industrialized countries or thoese on the point
of”being industrialized. As the multinationals were
develdped as large manufacturing companies, they of
course led to an enlargement in world trade. In 1953,

trade between industrialized countries represented 37%




t ’:At thefsame:timei the Part repregentinq trade b@twop“r

1;;f27f;ihdu;tljd1i?ed and nonwindu&ttial d countrto Fill;,:'“

,j?ﬁ to some LZ% Thls m@dns, 1n orher W6rﬁ,,rthatf”{ 
*f'trado in manufactured qo@d% hétVLen h¢thv developed
f fcountr1es,developed much faster than the trade in raw

. materials.

 7Thi ﬂvolutlon has been con81dcrably stimulated by
'rcq:onal 1ntegrat10n efFOLtc quch as the creaflon of

the Furop an Community and the ‘European Free Trade

“Area. The existence of the European Community has-
—plovok@d the biggest reduction Jn tariffs, not'only

in 1ntra4Euro ean trade, but on the world level.
p

This European fact hag undoubtedly contributed to the
development of direct investments ahroad between indus-
trialized countries. It has contributed in another
fashion too.iAccording to American studies into the
nmotivation of American investors abroad in the perioed
1960-61, U.S. investors sought new and rapidly expanding
markets., In the majority of the industrial sectors, more
than half of the enterprises were guided by the expansion
motive. This was distinctly more lmportant than the wish

to hurdle the tariff barrier. This latter was only a



‘Another element was of course the factor of cosk:
- production costs for -a nunber of products were cheaper

thanrin«ﬁhe:ﬁ}s;*0nfﬁhefoth@r,hahd{'tﬁiélfactor'wéé
'ﬁfdbably,dmtweighédfbjfhighex'generél costs such as

royalties and transportation,,f
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The development of the multinationals is of course
linked to concentration where the advantages are:
1) the possibility of securing cheaper and better

supplies of raw materials;

[
—

kFhe maximum utilization of commercial networks;
3) the possibility of procuring capital where it is
available at the cheapest rate, and using it where

it gives the best yield.

Beside these advahtages, which are purely the advantages
of concentration, some specific commercial factors
advantageous to multinationals should be mentioned:
A multinational permits the rapid distribution of the
technology, inventions and know-how - it is undoubtedly
in thié field that American enterprisés have played the

largest part in the modernization of Furopean industry.

Without U.S. know—~how and technique, I do not sece how a
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irgt <o legpond to industrial politics, for instance, -

in the field of regilonal developmnent.

Talkingfaboufvpolitics, T here want to stress that the
'deveiopméntrofimultinationals is largely linked to and

:aue t0 a number”Sf international developments which no.

r facLor in Favour of th? multinutlonal is tﬁeif;"7~f"

- one wants to destroy:-a growing international cooperation

~in the économicfand monetary field, the liberalisation
67 trade, the circulation of capital and peéple, the
st growth 1n the means of communication and in the

capacity of directing big units in a coordinated way.
.........00._._“

"We must not hide the fact, however,. that the multi-
nationals at present also represent a numbey of negative
features, some of which are the conseauence of their
direct advahtages. This ls the bead and tall of Lhe same.

coLn.

- The effective decisionmaking process is often taking
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ﬁaqucu1+ural machwnvrv to Cuba by'}ts bérent'chpaﬁy[
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>;;bﬁcau e of the _.;;fémbargo'of'Cuba.

At the same time labour unjons find their actions

thréé£eﬁed,réiﬁce the'efféétiverdeéision power in cases
ofrcohflict will often be outside their reach. There is
even the fear that a tough conflict might result in the

~removal of the industry to another country. Multinationals .

‘have uged such black-mail a nunber of tines.

Along the same lines it can be mentioned that multi~
nationals through their investment and rationalization
programs can have penetrating effects on individual

countries or regions.

Another disadvantage resulting from potential mobility
is that a multinational has great bargaining power vis-a-vis

national authorities for ohtaining maximum benefits.

It is, of course, equally true that different forms of
tax evasion can be organized by multinationals utilizing

different tax systems etc. etc. Furthermore, from time




ontradictLon w:Lh thm polxtica] Vnénnomt al
and flnancial p01101cb of Lhoir'host countries he i
s mulLJndflwnaLs are able to deve]op global sfrateqiea,rf'f
| hile on thv Othél hand netLher unions nor governmenL%
~“have-the sufflczent 'count&rvalllng"rpowerr“rdue to

national frontiers.

jrﬁTo,furthef proposals for deaiing With the negati#e
effects of multinationals, the Commission of the European

Y

-Communities has made a study issued last November.

The Commission study deals with seven areas:

a)'prbtection of the general,intereSts, i.e. the
interest of the general public;

k) protection 6f the workersg?® interesgi;

¢) maintenance of competition;

d) takeover polié?;

e) inducements offered multinationals under regional
policy, zte.;

f) protection of ILDCs;
and

g) an improved Commission information apparatus con-

cerning multinationals.

Under the label of protection of the general interest

we first and foremost have fiscal Froblems.
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tfbp th Qmmunity Lo prmpoae a spe r’fic rulingwf6f 
~omult ‘inationals and which create complexit les for the

operstion of'the~mu1tinationals also;

The solution to thisg problem is therefore for the

CommunLty as such to try to harmonize its fiscal system.

Under the label of the prbtection of the general interest
there is of course the problem of tax evasion. Dﬁe to
differences in taxatibn among member states, the multi-
national company will -~ of course - try to take ad-
vantage of such differences. By tax evasion we mean

any device which can be used in order to take advantage

of the differences in contradiction to the general

scope of the fiscal systems involved. Tn this field,

the Commission proposes a further study of the problems
of tax behavior and of the holding company system so as

to get a better picture of what preposals are needed.

Another problem under this heading is transfer pricing.
The Commission here proposes to try to get some kind of
a commnn concept of how to deal with transfer pricing.

A further problem arises from the movement of capital,
of license fees, management fees, and royalties, and

the interesting possibilities for monetafy and financial

operations which can be conceived through manipulations
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This-isg a criflcal area in which the Commission unfortunate- B

ly has not so far been able to ad?ance any propésals which
could obtain a consensus among the member states. Further,
thére is public interest in the question of the monetary
policies of the multinationals and their dealings on the
short-term capital market, No instrument has so far heen
devised or proposed. Wh;t thé Commigsion ‘has asked in its
paper 1is that the Council of Ministers should approve the
creation of instrumentes to deal with the prohlem of the
multinationals in the measure that this problém relates

to shortfterm capital movements within the economic and

monetary union.

In the field of state aid, member states have so far
had what I would term an auctioneering attitude, to
induce multinationals to set up in their own territory.
Here the Commission proposes to deal with the problem

through the rules for the regional fund.

As far as the protection of shareholders and other
interested parties - for instance, creditors ~ in the

operation of multinationals is concerned, the Commission
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- is 3mare that unifowm ru]osrmhould Lﬁfﬂ@tfnp’sD,as;

protpﬂP' hdreholders dnd Credeor tn ta}mover bid

Thisg was ju&t the flrst of tho coven areas.

In the field,éf'prééectidh Of'wmrker“ it is fplt
necésaary to provide workers w:Lh the- rights th y haVe 
already obLalned ln cases where decisions arertaken'byii
a multinational entailing collective dismissaisror in"

cases of mergers that might jeopardize the security of

the individual worker.

Some machinery will be ‘instituted for the protection of
workers. The Commission is trying to push the existing
proposal for a European cooperative status, a so-called

Lurocompany as the best remedy. -

The question cf maintaining competition should be seen
together with the question of takeover policies. You

will all know how ambivalent the problem of antitrust

and competition policies are in Western Furope. The
Community bound by the Rome Treaty to maintain com-
petition. The Commission has proposed reqgulations whereby -
a merger proposal has to be examined by it, to see

that it does not frustrate > prospective competition.

As far as takeover policy isg concerned, one of the

main aims is to try to protect the workers' rights. The
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- Community has becone alarmed by the rate of the increases
~of takeovers and has felt it necessary to harmonize thga""“
policy in the field:of company takeovers vis-a-vis the

~individual member states, -
The proposals seek to provide the Community with a sort of
embryonic equivalent of the U.S. Securities and Exchange

Commisgion,

In passing, I would also mention that in the fields of
stock exchange operations, publicity for the balance
sheets of the,companiés, of course, would demand that
membér statés getrtogether and secure coordinatibn by

the different stock exchange authorities to deal with

the problem. What we are trying to produce is a unilateral
jurisdiccion for these problems. This is in itself a
neutral thing, which oniy means thr. for instance U.S.
multinationals - instead of having to deal with many
authorities - would be able to deal with only one,

covering the whole Community area.

In the field of public information, there is a need
to compile more statistics, notably about the financial
flows relating to multinationdls, so as to be able to

suggest some sort of financial requlation - how to deal

with multinationals and how to cope with the age old

problem cf hot money.
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1]*As?faﬁia§i£héiaéveléﬁiﬁ§fééunﬁfEhs;éféiééhéérﬁad} Qhéﬁx"r
'weiréaili wéﬂéiéoVﬁry tQ5elabb§ate7ié some sort of code
oE behdy4Qr,for Euro§ean'Baséd multinationals to deal
thh’&eVelopihg ccunﬁriés in ways;that'aré fair to them.
- At pfesent; the most cbqent proposél that will “even-
tualiy come thrdﬁgh'seéms to:beré body of regulations
relating to the security of wbrkérs in cases of mergers,
Vregulationsrconcerning tax evasion and'regulations
dgalinq with disturbances on the short~term capital
market, What is however ilmportant for you to remember
“1s that the European Commission is willing to negotiate
these various problemsiin all areas, and is negotiating
them in the OECD.VThey ate also goinq to ke negotiated
in Geneva and in the U.N. They are dealt with in the
twice-yearly meetings which are held hetween the U.S.
Vand the H.FE.C. and which are being instituted also with
Canada. The basic principles io.. the Community will hbo
non~discrimination bhetween forelgn hased investmente

and Furopean investments and reciprocity.

Thank you,






