Multinational Corporations
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What makes a Japanese company open a company in the United States? Multinational corporation are becoming one of the driving forces of the global economy, 20 percent of the global production is thank to the multinational, also a half of all the import coming to the US is from branches of multinational. A multinational firm is a company that operates production facilities in a number of different countries. Even if multinational has been operating since a long time ago they have been changing their nature. The been changing from natural resources to manufacturing and high tech, and from vertically integrated to horizontally integrate. With vertically integrated mean that even if they have certain activities around the world the main activities and office are located in one specific place, in contras with companies that have different office in the world and in all those do the same activity, for example coca cola, are horizontal integrated. Different ways of doing business globally are exporting, licensing, joint ventures, and buying or building a subsidiary. Multinationals choose to buy or build subsidiaries because of the need to protect proprietary technology, and for location consideration (like transportation cost, low cost of labor and materials, a favorable tax environment). And example of multinational is the Ericsson in Hungary. Hungary was part of the Soviet Union for more that 13 years and during those years the communications were really bad and old. In 1990 the company Ericsson that has already company in more than a 100 countries came to Hungary and install on of their most modern systems. One reason why Ericsson builds an office in Hungary was because the low wage that they used to pay in that country, they could hire many people with good education for a low wage. But the country has new jobs and also brought new technology to that country. This multinational had grown in the last 15 years a lot and creates new companies in different parts of the world because the global economy has becoming more powerful around the world.  Also other reason for multinationals is the economies of scale, the rationalized production, and the exchange rate volatility. But what makes multination to invest more is because the global economy is becoming a stronger market. The main purpose of this multinationals is to expand and improve the technology, and thanks to this multinational the jobs are more and also the technology is better for all industries. One of the negatives aspects is that this multinational cans exploit the small companies and have full control over the market. The impacts of multinational on the source country are higher earning for the investing company; also export of jobs overseas, export of technology and loss of tax revenues. But also some impacts are the creation of jobs, technology inflow, loss of control and fear of exploitation, but still a lot of small companies that are going to survive against this multinational and survive in business. What determine a company’s nationality is where the jobs are, where the management is, where ownership is and where research and development take place. An example of these multinationals is the smith corona that is has it main office and head quarters in the United States but their factory in England and the typewriters in Singapore.        

