Global Economy
Twenty percent of global production is from the activities of multinational companies
, about one quarter of all trade is between international subsidiaries, and about a half of imports are from similar multinational companies. The sales of some international companies are larger than the gross national product of some countries. A multinational company is one that has production facilities all over the world. They have gone from being vertical in structure, that is, all the main activities take place at a head office while the many branches where still all over the world. A more modern approach is to divest the activities to the various branches across the world so as to be somewhat independent, this is called horizontally integrated.  Of the following global business methods only buying or building a subsidiary are the true international approaches. The main difference being that the company that produce the product themselves in various countries are really “International”.
 The advantage of this is that it allows for better protection of proprietary technology as well as locational considerations such as transportation cost, labor and materials cost, overcoming protectionism in the local market, favorable tax environment, and taking into consideration the consumers’ preference for home products.
Sometimes the influence of a large multinational is unwanted in underdeveloped countries. Often it is to their benefit to host some foreign companies, unless they are used or exploited by the visiting business. If a the Gross National Product is less than the total profit of the company then an unfair influence often takes place in which a foreign body imposes itself onto said country’s agenda. Often too, the source country (The native home of said company) has issues with the export of jobs over seas, the export of technology, and loss of tax revenues.  The effects that take place in the host country are job creation, technology inflow, loss of control, and fear of exploitation. Some companies bring technology to countries that would not otherwise have.
  What determines a company’s nationality?
· Where the jobs are

· Where management is

· Where ownership is

· Where research and development take place

Reasons why corporate ownership is not important.
· Ownership and control are not very important

· Work force skills and training are critical

· Acquisitions of new technologies improves competitiveness.

Reasons why corporate ownership is important

· Best interests of the country

· Foreign companies favor their own countries suppliers

· They can compete with us but we cannot compete with them

· National security

Reasons why international companies choose to do business in other countries 

· Economies of Scale

· Rationalized production

· Exchange rate volatility

� A multinational corporation is a � HYPERLINK "http://en.wikipedia.org/wiki/Corporation" \o "Corporation" �corporation� or enterprise that manages production establishments or delivers services in at least two � HYPERLINK "http://en.wikipedia.org/wiki/Country" \o "Country" �countries�.





