
ability relative to local firms, unless the MNCs engage in export

undel~pr- ic i ng. (44) Thus, this benefit of MNCs is difficult to

realize.

A final problem with MNCs involves nationalism. In one

st~nse it is understandable if citizens of periphery nations are

opposed to foreign control of investments in thei 1"' nation,

despite any advantages to the domestic economy. Yet, in another-

sense, as the above analysis seems to demonstrate, there may be

economically rational reasons which can be used to support a

nationalistic viewpoint. With thE' advent of the New

International Division of Labor, characterized by relocation of

the production process from the center to the periphery, we

witness a breaking down of the link between the accumulation of

capital and development of domestic markets. (45)

If there are so many problems with MNCs investing in the

periphery, why did the periphery allow this in the first place?

To be sure, this question is deceptively difficult. The "simple"

task of defining national interests is often allusive. (46)

I ndef=d , cwit;)inally I'1NCs to invest in t.he

periphery. (47) Once investments began to flow, their regulation

became a matt.er of policy choice. Jenkins has stated that

repression in some Latin American nations may have been

influenced by the states' efforts to service the needs of the

TNC. (48)

If we accept the proposition that more repressive

governments are on average more concilIatory to MNCs, and i f Wf:~

also assume that MNC investment can have a negative effect on the

economy, we might hypot.hesize that a less repressive government

?--~./



may be able to acheive greater income equality and become less

vulnerable to outside shocks. Indeed, this was precisely the

conclusion of a 1986 study by Atul Kohli at Princeton University,

as printed in the Wall Street Journal. (49)

Deciding how much investment is appropriate and

such investment should take becomes a difficult balance of

values. On the one hand, the state needs to protect its workers,

its industry and its ability to remain economically independant.

On the other hand, there needs to be some accomodation of

i nternat i on ,7:\I capital to induce accumulation. Unfort.unately,

to Jenkins, these pol i ci €.~s will y-emai n

contradictory. (50)

The struggle between t.hese two goals may not be as

problematic as it first appears, however. According to Vernon,

bargaining power shifts over t.ime from the MNC to t.he domestic

state as the MNC becomes a more important part of the domestic

economy and as the nation becomes increasingly aware of the

operat.ions of the MNC. As all this occurs, the stat.e is able to

increase controls and restrictions over the MNC, minimalizing the

negative effects of the MNC investment. (51) Vernon's Vlews can

further be supported by an empirical study by Vaitsos yielding

similar results and conclusions. (52)

28



VI. Ccmclusions

r:1 r-evi ew of Wor-Id Bank data has shown that

investment is flowing from the center- and to the periphery. We

can be optomistic in this r-e<;:Jar-d, sInce this investment is

essential in or"der- to obtain the new technologies and create

employment in the per-iphery. Yet if left unr-egulated, these same

investments by MNCs will often not yield the hoped for results.

The "i nvi s":~~ble hand" of f r-ee enter-pr ise must be restr icted from

engafji ng In olgopolistic practices while being encouraged to

introduce new technologies. This will requir-e not only a careful

policy balance but also a better understanding and knowledge of

the technologies themselves and their potential effects both

negative and positive on the domestic economy. In this way, t.he

devf2l opi ng world will be better able to take full advantage of

the available technology and harness it. to creat.e a bet.ter

distribution of Income, incr-eased employment, and a better

standard of living for its citizens.
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