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PREFACE 

The Economic and Social Council in resolution 1721 (LIII) requested 

the Secretary-General to appoint a "group of eminent persons , , • to study 

the role of multinational corporations and their :Lmpa,:t on the process of 

development, especially that of the developing countries, and also their 

implications for international relations, to formulate conclusions which 

mey possibly be used by Govenunents in ma.king their sovereign decisions 

regarding national policy in this respect, and to submit recommendations 

for appropriate international action". 

In response to that resolution and in order to facilitate the work 

of the Group of Eminent Persons, the Secretary-General. invited leading 

personalities from Governments, business, trade 1.1J1ions, special and publio 

interest groups and universities to present their vievs before the Group. 

The hearings were held during the first two sessions of the Group in New 

York (4 to 14 September 1973) s.nd Geneva (l to 16 November 1973). 

Thie publication contains summaries of the oral and written statements 

of the persons appearing before the Group and their replies to questions by 

members of the Group, It is not a verbatim record. Most of the summaries 

were prepared by the speakers; the remainder were prepared by the Secre

tariat on the bs.sis of the written statements submitted by the witnesses 

at the time of their testimony and the transcripts or the heartngs, 

The hearings, which constituted a novel approach for the United Nations, 

were described by the Group of Eminent Persons in their report as "a m:lst 



ut1etuJ. source of information, as well as a Valll!l.ble occasion to test 

ideas" ,J.I The pnisent document is published. in the light of that opinion, 

in the belief that it vJ.ll be of assistance to Goveniments and to the 

public in the t'Urther elucidation of this complicated issue, 

')./ Report or the GrouP of Eminent Persons to Studv the Impact 
natio Co tions on e Develo t cess d on Inte t 

l&rlted Nations ))Ublication1 Sales No, E,74.II.A,5 • 
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PAll'l' ONE 

FIRST SESSION 

(United Na.tione Head.quarter,, 11-i, Septeinber 197,) 

• 

_,_ 



Jack BEHRMAN 
Graduate School of Business Administration 

University of North Carolina 

Summary of written and oral statement 

The fundwnental issue in the relationship of the multinational 

enterprise to Governments is control, The issue of ownership and 

ownership forms (i.e, Joint ventures) is a false· issue, If the problem 

is symbolic and ownership is a symbol of control, then ownership may 

be important, But Governments have many 'WSYS of exercisinz control other 

than ownership. Siruilarly, the discussion of "Good Corporate Citizenship" 

is a false issue. Very few multinational enterprises exercise ''bad 

citizenship", The crux of the matter is '\rho makes the decisions and 

by what criteria", 

Problems exist in this relationship because the multinational enterprise 

follows an inexorable logic: the expansion of ne.tional corpore.te activities 

in the international fisld, Thus, the multinational enterprise moves 

across the "world market" seeking the locus of production at least cost 

in order to survive, grow, and increase its market share. These activities 

will change only if Governments set up guidelines, 

The tensions created by the spread of multinational enterprise cannot 

be resolved by"f1:1cilitating its operations. Hence he.nnonization of 

nat1on8l l1:1ws at the irrternat1on8l level ia II side issue, 88 are moat 

propose.la for "cod.ea of good behaviour". Such 1:1pproaches will m1:1ke it 

easier for the corporation to c1:1rry out its inexor1:1ble logic, 
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Govermam,ts have followed a five-stace response to multinational 

enterprise: (1) They welcome f'orei!,11 investmen1;, seekini; to use 

multiootionsl enterprlse for purposes of economic development;{2) They 

constrain it, seekin5 to ensure that it accords with domestic objectives 

ln some cases; (3) They repel it, findinc that it is too pervasive; 

(I,) They decide what to do with it; and (5) They r:uide it by setting up 

awropriate institutions. Although most countries are still at the 

second or third stace, we are faced now with the problem of a decision. 

The critical problem, then, is deciding what to do With the 

multinatior.$1 entf':rprise and how to cuide it. Unquestionably, this is 

a covernmental task since Governments all over the world have been asked 

to accept increasinc responsibilities in the economic and social fields. 

To help Governments in their decisions regardinc multinational 

enterprise, there is a basic need to classify and distinguish between 

the various forms of international business and their impacts. Not all 

international businesses are muJ.tina.tional enterprises and not all 

multinational enterprises have the BBl'lle impact. Multinational banking, 

for instance, is quite different from the petroleum and extractive 

industries in its effects, or the service corporations, and should not 

be treated in the s8Jlle way. 

A prerequisite for determining these impacts is e,ctensive communicatJon 

among Governments, enten:,rises and labour groups, with a view to expressing 

and refining their objectives and the means of achieving them. But there 

is no sense in having a dialocue unless we know what the dialogue is about, 

There should first be a decision on what information is.to be exchanged 

and for what pul".POSe. 

_,_ 



The method of acllieving governmental goals will involve diserilnin&tion. 

After proper distinctions he.ve been made between types of l!IW.tinationeJ. 

enterprises, aggregate solutions will be found to be inappropriate and 

ineffective in meeting the tensions. Governments will clearly not wish 

to reJect al.J. foreign companies; llut selectivity is necessary to achieve 

particul.sr go&ls and hence discrimination will be required, 

The required orientation is that of willingness by Governments to 

agree on means of sharing the benefits of international pr<iduction among 

and between the advanced and developing countries. Such an attitude 

requires a restructuring of the tnternational economic order along lines 

reflecting the .ahift in pre-eminence from international trade to 

international production, :from market-based decisions to those of the 

multinational enterprise, and from the palicy leadership of the United 

states to nations 1-mich do not have their policies rooted in classical 

economic theory, 

This order would be based not on "multilateral, non-discriminatory 

trade and payments" as the basic principle of economic rules and conduct, 

but on selective discrimination, recogniiinp; the inapplicability of the 

law of comparative advantaee in a system Where factors move readily, are 

under the direction of sinele large enterprises, and are constrained 

by both labour and Government, 

This restructurinG would use the various forms of international 

business to achieve the r;overnment-detennined sharing of industrial and 

agri--business benefits and iheir distribution e.mor,c countries so that 

all participated, so that ef:ficier.cy was maintained, incomes were 

distributed equitably, ar'..d a sufficient autonoltl}' remained among cour,tries 

so that intercoverw,ental bargair.ine could be based on interdepen_dence 

rather than dependence, 
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To achieve these goals wou1d require a focusing on key eectors of 

industry and e.gri-busineas; the critical industries are the "mobile" 

industries, characterized pr:!.msrily by the multinational enterpriae-

autos, electronics, petro-chernicels, i::hemicala, phannaceuticals, appliances, 

office equipment, etc. These industries can move locations readily -- and 

ere doing so -- through the movement of factors, causing adJuatments in 

both home and host countries. 

Institutionally, what is needed is an Ol'ganization for :lnternatione.l 

llldustrial :Integration to establish communication between Governments and 

business on the ke,, sectors selected, and to coun,;.el on the location and 

development of these industries over the world. Unstructured information

gathering, unrelated to any given concept of international economic order, 

is likely to be make-work, At present, it is clee.r that the past economic 

order is not acceptable and cannot provide the guidelines. Therefore, 

efforts at "harmonh.ation" are either inadequate--baeed on past wncepts 

of 1'.armony-or tco early, not having a new set of guidelines vhich provide 

the criteria of equity--e.g,, in the distribution of revenue under tax 

harmonization or the distribution of technoloC'J under patent hannonization

or the guidelines for efficiency in use of resources, or the criteria for 

participation. 

The primacy result of this re-ordering would be the development of 

industrial policies-at the national,regional, and international levels. 

The last would have as its aim the integration of the world economy on 

the basis of decisions taken under guidelines enunciated by Governments 

but discussed with business and labour in order to determine the trade-offs 

necesea!"J and obtain acceptance. 
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A major obstacle to the fulfil.r.ient of these objectives would be 

bureaucratic inefficiency, but this danger exists now in eovernment, 

business, and labour. And trade-offs against efficiency m.lJ. have to 

be considered in any event, m.th the r<cdistribution o:f industrial activity. 

l'.owever, there is evidence that significant synergy exists between eq_uity 

and efficiency, rather than e. trade-<i:f:f; the este.blishl:tent of arrarl(:e:nents 

to achieve equity has raised efficiency both throu['.;_l:1 r.mre effective use 

of resources and higher labour productivity. 

A remaininG concern is that, thoueh equity aJ:!Onf countries r,ay be 

achieved throll(Sh distribution o:f indu6tl"J, inadequate provision may be 

made for equity Within countries in the distribution of income; additional 

e:f'rorts Will have to be directed towards me.kine certain that the lmrer 

income groups bene:fi t directly by the process of international industrial 

inte13ration. 



§_ununag of reI?.,lj.es t2., g_uestions* 

Quest iOJl:. How can equitable international relations be achieved 

under the system of discrimination that you advocate? 

Ny comments were addressed to problems of international 

production, not problems of trade or monetary affairs. I advocate that 

Governments should discriminate among various multinational corporations. 

Thus I would not use GATT as an analogy or model for dealing with 

international investment. 

Question: How can the system by which knowledge is created and 

distributed be changed? Is not such·a change necessary so that, while 

incentives to produce knowledge will be retained, its distribution will 

be more equitable and more efficient and the technology produced be more 

appropriate to the needs of the people,especially of developing countries? 

Repl~: Trade is increasingly dominated by corporations involved in 

international production. As regards knowlede;;e, it is not the patented 

knowledge that developing countries primarily need. Even if knowledge is 

made freely available, developing countries do not necessarily have the 

capacity to use it and often it is not appropriate to them. There is no 

incentive now, for instance, for multinational corporations to design 
I 

small refineries or cement plants. But it would be possible to provide 

direct incentives to design specific technologies for specific countries. 

A study by the National Foundation of Science and the National Academy o·f 

Engineers in the United states discusses the e~ent to which multinational 

,,enterprises could be used as channels for the adaptation of technology and 

the generation of local technological bases. 

* Questions were asked by Messrs. Deutsch, Dunning, Ivanov, Mansholt, 
Schaffner and Estrany y Gendre. 
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Q.ueetion: What is the effect of the size of multinat:l.onal enterprise 

on ite e:f'fio1ency1 le gtgantiBIII leading to adverse results? 

Repl.Y: There ie no necessary correlation between eize and e:f'ficiency. 

The real issue is: if there are e:ff':l.cieneies, who decides llhe.t efficiencies 

to pursue and on what criteria? But e:fficiency cannot be the onl.¥ 

justif:l.cation for the creation or existence of the enterprises and the 

policies we adopt towards them. 

Question: le it not ownership that confers control1 

Reply: Ownership is not necessaey for governmental control, Ownership 

by local investors mey not change the behaviour of the affiliate of a 

multinational enterprise at all. 

Question: A:re not Governments ultimately responsible for the decision 

se to where multinational enterprise will go? 

ReplJ': The multinational enterprises recognize that theJ' Will go 

where ther._, is an opportunity in the marl-:et \nd will do what t,hey are 

required to do as long as an opportun:l.t;• exists. They wsnt clerit)r' of 

rules, stability of Government end economy, end some flexibility. 1iith 

these they will co anywhere. 

Row far is your recoMendetion of international industrial 

integration nally viable? 

Reply: l\othin& can be done at the international level about 

multinational. enterprise, unless there is a decision about the appropriate 



international order. There is need for initiatives on the process of 

industrial.ization itaelf' and decisions as to how multinational. enterprise 

can fit into this process, That is Vhy I advocate an organization :for 

international. industrie.l integration, My conclusion is that multinational 

enterprise should be controlled at several levels, national, regional and 

international, 
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Edward M. BERSTEnl 
Pl"&sident, EMB (Ltd.) Research ECQnomist,s 

Si"""""7 ?f the w:r1,tten Md oraJ. sta.tell!ept 

The international monetary ,system has been subJeeted to recur.rent erises 

in the past six years. These crises prece<iing the &pPTeciation or deprecia

tion ot major eunencies have all been characterized by very large outtl.owa 

of ca.pital. In the Unitl!d States thl! !Short tl!lrlil ce.p1tal outnowe, includ1ng 

errors and omissions, reached $21. billion in 1971 and nearly $9 billion 

in the first quarter of 1973. The question is what he.,11 been tile l"Ole of 

multinational corporatione, especially those originating in the IJnited 

Statee, in these massive mo'Y81QE!nts of f'und.151 

'l'he f'inaneial transactions of the multine.tiom.l corporations are 

reported in the balWlce of p8J;lll8nts of the United. States. The data 

reported by the multinational c01pon.tiona on direct investml!nt, %'91111t'Qnce,s 

of earn1ne;s and liquid claims on i'oreisn be.nk1ng inetitutions indice.te 

that to BOlll8 extent their tran.eter of' f'Undll in 1971 and in the first quarter 

or 197} were attected by anticipation 01' changes in ~ rate., but 

they were a. very llllall part oi' the total outi'l.ow of f'Undll from the United 

States in thee peri.ods bef'ore the devaluation ot the 4ollar. 

Multinational cot})Otl!.tiona are COllt1nuoual.y ~d 1n exchange ~ 

actions and they a.re geneNll.y more 1lftre than other busineas fi:nu of ~ 

poesibllity of cbaages in exehanp ratei,. 'lbue, they az,e likely to ba-ve 

a&t gradue.l ad.Ju,staents in the currency COllpOlition of their &l!IHtl! and 



11.abilities long before wi excha.nge crisis. MultiMtional eol'l)Orations 

ha.ve e. bie.s that restrw.ns their shifting among currencies in anticipation 

of changes in exeha.nge rates. They nol'!llally wish to bs.l.a.nee their a,sets 

and liabilities in diff'erent currencies in order to minimize the risk of 

loss. They a.l.Bo have e preference 'tor having e.ssets and liabilities 

denominated in their home eurreneies beesuse their balance eheets and 

statements o't profit e.nd loss are reported in these currencies. Finally, 

the multinational corporations are B§!lsitive to the eharge tl'lat their 

c=ncy trtlnsfers are e ma.Jor ceuse o't exchanga er:l.so. All this may 

explain 'Why; during an exchange crisis, their tNnsfers are relatively 

While it is diff'icult to divide the transfers o't multinational 

corpore.tions into those that are made 1n the Ol"dinacy course of bUBineBB 

and those that are lllllde :t'or exchange-rate reasons, a rough esti.nate can be 

lllllde of the extent to Which their trtlnsf'ers have changed in a period of 

crisis as compared with a pre-crisis period, after allowance is IIJllde tor 

other '!actors Yhich may have attected these tran1:rer1. 

There was a large increase in United States direct in'l'9Btaent in 1971, 

and even more in the first quarter of 1m, a large pert o't llh1ch vaa in 

the torm of intercoqany and bl'W\ch accounts, In 1971, between one billion 

and one billion and a quarter of extra funds were cbannelle6 by the 

IIIUltinatioPIIJ. COJ'POl'&,tions into their foreign attiliatea. Foreign 



ll'Ul.tinatioml. corporatiOM operating 1n the United States w:re mr:,re aeuithe 

to the depreciation of the dollar;- in the second quarter ot 1971, affiliates 

ot toreign. mult1national corporations, particularly Jepaneee, ~d 

more tball $500 million n,om the United Statea. In 1971 there wu alao 

some delay in tre.netere ot eemings, royaltiea end tees trom United States 

&ttllie.tea abroe.d to the United Statea, e1 weU e1 en inc:reeee 1n the 011t

now ot liquid tund8 in the order ot $500 million. But, on the whole, 

theee t:renstex-s o:r mul.t1nationeJ. corporations are aaal.l CO!llpe.red to the 

ba.l.ence of P8,J'll181lts de1'1eit of $30 billion, In the :rirst quarter ot 1973, 

the role of the multinational corporations .was more importa,nt. Their direct 

investment in their subsidiaries incree.asd by l billion more than might 

have been expected, al.though it :represented only one tenth o:r the deficit 

1n the balance of payments 1n the first ~er. 

A1th0Ugh multinational corporations make only a BJllall contribution to 

the reported net outflow of fun/la, it should be noted that their trena

actions can a:t'i'ect the exchange me.rket even when they are not shown in the 

be.lance of pe.:yments at all. 

In a sense United State, banks opel'tl,t1ng abroad a.re multlMtional 

corpore.tions, al.beit different in orientation for manufacturing or extractive 

multinational corporations. Their role in trans:rerring funds is aignifice.nt 

end is to a large degree related to the exchange operations of the multi

national COZ't)Ol'8,tion. 
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'!be transrer by United at.tee banke o:f MO'llt 5 'b1ll1on to the:lr bftnche• 

in l.971. vu in repayment tor their high oo•t Eurodollar b0111odng in l.96,. 

But their ~te to their toNie;n brtmchee in the i'irllt quarter of' 1m 

(about $6oO million) may have been rel.ated to antto~tione o:f ~te 

mo'V'l!lllellte. United State■ ,banks al.lJO had a large reduction in their 

l.iabilities to other toreign coamiereial. bankll dur.l.ng the two dollar or1ees. 

Thus, f'oreign commercial banke wt'thdralr $2 billion of' their tun4e in the 

United Statee 1n 1971 and $1,, billion in the i'ir■t quarter o:f 1.m. 

Anticipating the deV&l.ue.tion of' the dollar, toreisners ali,o received lt\rge 
• 

credite :l'rom Unitad States bank& (approximately$' billion in each period).· 

Thetie tundB were UBed to meet wttMrawa.la of Euro-doll.are, to make Euro-

doJJer J.oans and to prov:l.de cover tor to:rward excllan8e tr&Maotions •. AJ:t.housb, 

transfers of funds 2epo1ted by United Statee bsnks were en 1lllportant part 

of the out::flow of :f'Unde during the criees, these t:reruifers were undertaken 

on the initiative of their customers ra.ther then, on the initiative o:f the 

banks tliernselves, Many of the11e customers are likel.y to be the mul.ti-

national. corporation11, either the pi.rent compan:Le11 or their branches and 

BUbsidiariee abroad. 

Still, including the bank, 1epwted transters abroad represent a third 

of the total EW:lunt of net ea.pi tal outflow 1n 1971 end a 11 ttle more than a 

third in the i'irst quarter 01' 197,, The rest cannot be identified end 18 

included in the "errors and omissione". The11e amounted to $11 billion in 
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1971 and $4,2 billion in the :first quarter of 1973, 'l'bey were in tact the 

maJor component in the ha.la.nee of payments deficit in these periods, 

The transfers thet c~iee the errors or omissions ce.nnot have been 

made by United States banks or IIIUJ.tinational col'p0l'atioll8 becauee o:r very 

stringent reporting requirements. Rather, they were the result o:f unreported 

changes in the claims and liabilities of United states corporations-

leads and lags in trade pa.ywmts- and movements o:f' liquid funde by wealthy 

individuals Who either !Jan, no reporting obligations or :failed to meet them, 

In a country Where expo.rt and import trade together reach $130 million a yea.r, 

and where the public holds hundreds o:f billions o:r dollars in liquid assets 

v:l.th no legal restriction on their tranet'er abroad, spe~ulation against 

the dollar by lead.a and lags in paJ'lll8l'lts or tl'l!Jlsfers to othe- currencies 

is relatively simple. 

Furthennore, a considerable part o:r the pressure on the exchang'8 market 

for the trana:f'er of fund.a crune from central banks of foreign countries, 

11hich, anticipating the devaluation of the douk, converted large U10Unts 

from their reserves in dollars to other stronger currencie11. 

However, the real cause of the exchange crtees va, the failure of 

Governeients to recognize the need for changes in exchanse re.tea after it had 

become apParent to all, 

The real losa to a cowitry :f'rom an underval.\led or Owrvalu&d currency is 

much greater than the profits and lo1111es made by epeculatora and 'bll.nka. ~t1-

-J.6.. 



national corpox-ations ere business enterprises with an oblise,tion to their 

owners to conduct their operations in the most prof'itable vey consistent 

with the laws of' their home anli host countries. As they h&ve assets and. 

liebillties denomirm.ted. in various currencies, they try to cover their 

liabilities in & currency that is expected. to appreciate and to liquidate 

their claims 1n a currency the.t is expected to depreciate. Af'ter they ha.ve 

widerte.ken such de.fenBive operations, their profits may be no greater than 

they would have been if' the exchange rates had. remained unaltered, It is 

unreasonable and f'ruitl.ess to expect that multinational corporations 

should. adopt e completely passive attitude towards uneconomic rates o'f 

exchange, 

There Will be neither order nor stability in the international monetary 

system untll Governments ere Willing to make prompt adjustments of' persisterit 

deficits end eurpJ.uses in their balance of' payments. Even then, the chronic 

inf'lation 'Will encourage large lllOveinents of' funds in anticipa.tion o'f 

changes in exchange rates. So long as the large trading countr1ee have 

inf'lation, there can be no way of' avoiding disorder in exchange markete. 

There ere only IIIOr" or less tolere.ble alternatives f'or m1n1.mizing the disorder, 
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q111111t1011: 111 it t:rue that cap1t&l -nts haYti been left llnregu.J.ated 

111 order not to a:tfect the llllllt1national. oorporattone• treedOll ot aat1on? 

Do you think sueh fNiedem could create 11111tab1lity in e:a;ehange nteu 

The Ul11ted States-owned mult1uat1olllll. corporatto11■, unlt.ke 

non-United Statee multtnattoual corpontiona openting in thie country, 

do not have as llUCh freedom to 1110ve fund11 from the United state, aa 1e assum!ld. 

'l'bey are given a quota, for the net a110Unt of foreigD invs11tllllftt f'unll11 they call 

traosi'el" :fl'01I this countey, based Oil certain hietortcel lll[l)8l'iellce. For ad

d1t101111l. i11ve11t1111mt they muat borrow abroad I believe that reeponsibility fol" 

diaturbing the 1ntvnat1olial aonetary syatem ta the 1ea1t of the 

indictments that call be brought against the multi1111,tiolllll. OOl"POl'ations. 

Regarding the effect on exchange rates, it ahol.lld be noted that, at 

least when a currency is heal.thy, the banks al"O the origin of big 

transactions. Thh 111 largely due to an extl"Ome usa ot 110netary 

tnetr11ment11 by Govarnments which, in their attempts to control 1nnation, 

create great disparities tn illterest rates. Theaa disparities ind11Ce a 

now ot funds a.crosa fl'Olltiers. Certain Governments, for inatance the 

Government o:r the Federal. Republic of Geroany, have atte11pted to impose 

controls. Indeed, Governments can control theil" own banks doing business 

tn the Eurodollar 11&rket by req11iring them to hold reserves against 

their Eurodollar bol"l'O>ling. 

* Questions were asked by the Chairmll; and MeBlll"II, Manaholt, Uri, Deutsch, 
Dunning, Komil"'-, Eetrauy y Gendre and Ghozali. 



quest10D! 11o'11' can B'p8Cul.at1on be prevented w1thout the 1m:pos1t1on 

of very str1ct rll.l.es! 

Specul.at1011 1111rel.y 1nduces Government, to bury curreno1e, 

tllat are alread1 dead, The losses tbet a c011ntey sufi'ers from an over

valtled or 1mder-vaJ.ued currency appear 111e,Wy in tbe distort1on o1 tre.4e, 

product1on and employment. Speculation can even. be beneficial by foroing 

Governments to ad.,uet their exchange. rates. 

question: Do Yoll egree that there 1s a need :tor a co-ordination ot 

1111.blic fiua.nce and eentreu bank polieiee cc-Murate with the inter

nat1onaJ.1~at1on of bue1nees! 

~= Inter-governmental eo-Ot>8rat1011. in. m:,netary policies 1s 

essential but also extre¥1Y' d1ff1cuJ.t, Governmental. reguJ.ation o1 the 

foreign transaetioDS of banks is helpful, Sut it 1s the extre11111s in 

11JJneta.ry policy that should be avoided, and thiG e&D oDJ.y- be aehieved if 

measures ere taken to moderate the rate of infl&t101'1. 

question: Are multinational corporations re&p0n&ible fer the leads 

and legs in lJ&YIIOnts! And how does their multinational. ehare.cter af'f'ect 

their transfer of funds dlll'it:lf! periods of crieisY 

Reply: Multinational eorporations ere cot responsible for the 

"errors and omissions", since the large eorporations at least lml8t rep0rt OD a 

quarterly basis any ehengea in foreign clailllS and liabilities whether the7 

originate in trade or in liquid funds, Also, they cann.ot bllild up e1«1essive 

elaims on their suba1d1a.rias through leads and lags beeauae these would 
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be regarded as direct investment. They have, of course greater facility 

in arranging aueh leads end lags with their foreign affiliate than indepandent 

conq,anies hut I believe the "errors and omissions" are mainly due to 

trading companies and individll&l.s. 

question: What monetary system lfOuld avoid extremes in 1110net&ry policies, 

one based on fluctuating or one based on fixed eirohange rates? 

!!!:E!z: Even under e system of fluctuating eirohange rll.tes, Governments 

would not have more freedom in monetary policies. For tnstll.nce, the 

depreciation ot the dollar and the ensuing hif!ber import prices added 

to inflationary pressures; the United States Government then resorted to 

tight monetary policies, 

9uestion: How ce.n the developing countries have greater access to the 

Eurocurrency IQIU"kett What are the prospech for the adoption of a link 

between the creation of SDRs and financing for development? 

Reply; The developing countries are large borrowers in the Eurocurrency 

market; their accen to the Eurobond IQIU"ket has greatly increased. The 

United States and msny European countries do not favour the "link", but 

I believe there will in future be a greater contribution of resouroee to 

developuent agencies. I do not expect the new sms to be heued soon, 

Question: Who a.re the major losers and who are the big winners in the 

IIIOlletary crisist 

Repl.Y: When the dol.JAr was over•velued, exporters to the United States 

(Japan, Germany) we:re gait,ing, while their eentreJ. banks were losing since 



the)r were accumulating dollars -- an over-valned cu.rrenci. United States 

investors abroad were also gaining becau.se they were buying real aaaeta 

abroad at bargain prices, while monetary authorities both in the United 

States and abroad were losing. Aleo, !Jnlted States imp0rters were gaining 

while United States corporations which could not compete with 1111POrled 

goods were losing. During the speculation period, the central banks 

that bought dollars et e high rate were the losers, while their own 

nationals, the speculators end all those who sold dol.le.re to the central 

banks, made protlta. 

- "- -



Joel-OANPILID SAIJZ 

Under-Seoretar,. tor Illdl>.str:, and c,~, -••ce ot Mllo:z::l.co 

Sumq o:r oral and written 1tatwnt 

'l'b.e accelerated growth o:r trauanational oorporationa and the 

increue o:r their 1nfl.uence 11 an outttami1ng pbenolellO!l ot the eontemporaey 

vorld econoav and both the re1olution ot the JOOOSOC e1tablhhing the Group 

and th9 Secretariat 1ep01-t are lllilestones 1n internat1ollll. oo--operat1oo. 

'lhts 'phellOllenoo signels to the de'ftllopi11g countries a nev torai ot 

dollliraation and nev way11 1n which the legUlation and polioies ot the hone 

oountr1es may be i11p0aed upon then. AltholJ6h 11011-t llOll-na.tional corporations 

are located in tha developed countries, their expansion deeply attects 

the political, ecollODf.o, 1111d social lUe ot the Third world. 'l'bey act 

on a global sea.la, and seek goals not neoesearily coinciding with those 

o:r the host country or even of the country 1n which their capital. originates 

Thi.ls, organizatione seeking only tina.ncia.l. gain finally bec0lll9 pressure 

groups 1n internatiollllJ. political lite and create proble11111 :ror the co

existence o:r nations. At the same time, their importance to the world 

econom;y is undeniable. They are a ~eno11111non that cannot be overlooked, 

and their 1)0Vllr wet be channelled towards solidarity and Justice. 

For Mexico, as :ror all the oountriea o:r the Third World, the 

proble11S raised by the transnatloMJ. corp0rat1on are o:r great pt'll.ctloal 

importance. In Mexico's own process ot devel~nt and growth, a stage 

has been reached where new strategies must be defined and new objectives 

devised. We have set qualitative as well as quantitatiw goals. We 
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reali1e tllat devel.opmnt vithollt social Jutice ii not true denlQJant. 

We need to IJl98d economic drtel.opa!lnt 111 order to FoYide the N&Olll'098 

needed for welfare, b11t 1t, fruits amst be equitably di1tribllted gong 

all Mexicans. 

We also regard development as 11D atttr111tion M:..the ..-ill to b.de

peudence of couutriee and people. All under-developed comunity ii a 

subordinate cOlllllllDity-. B11t our aeat.re for auto~ does llOt spell 

autaroby. We vaut to illtell81fy alld tighteu our relations with the reat 

of the world. Jl'oreig11 capital aud teimntquei, oall help to speed our 

development aud supplement our ovu savings and efforts, but ve vlll receive 

foreign investment only 1f it contrib11tee to the obJeetlves that we have 

set for ourselves. 

It is this concept of autonomy, in the sense of controlling the 

decisions that affect our economic life, that lies behind the lava 

recently adopted by Mexico on foreign investment and the transfer of 

technology. They ere not restrictive in intent but rather selective. 

The activities of tl"WUIIW.tional COl'por&tiOlllil are not BWIDllld llp ill the 

mere flow of capital or technology, bllt tbell' participation in the econom:, 

of a countey le controlled if those two areae are regulated 11!1.d lim1ted. 

The basic principles of the Mexican legieJ.ation on foreign 

investment are that it must comply vith the 1av of the land, and that 

foreigners acquiriug assets in Mexico 111\let agree to regard theuelves as 

nationals as fa1" as those assets 8.l'e concerned. Hence, controversies 

arising beca11ee of activities carried 011t by- foreigners in Mexico muat be 



subJeet exelusively to Mexican courts, No compromise or conceesion can be 

a.ecepted in respect of our sovereignty. Further, no foreign iiwestor can 

call On his hoir.e country for help (Calvo Doctrine) nor is he to be allowed 

to intervene in the country's domestic afi'airs, Tha.t principle, repeatedly 

upheld by Mexico, was endorsed by the moat recent Assembly of the Organi~ 

zation of American States. Mexieo is al.so :rree to dispose o:f its own 

riatural resour<::es, if neeessaey through e~rtation, based on OtU' 

eountry•s legal and Juridical. proeeedinge, and ean dictate to private 

pt'eperty in the public interest. This again forms part of the eoncept of 

sovereignty and cannot be cu.rtailed, 

The law promoting Mexican lnve111tm,,nts and regulating foreign 

iiwestm,,nt, adopted on 9 Mareh 1973, al.so defines those fields of 

activity which, because of thetr economic and social importanee, are 

reserved to ~ Rate nclu.i'ffl,- or to MEd,- w Mui- :nr.., with 

special clauses covering activities in wh~ci, ~'oreign investors can 

pu'tid.pat,e to & pll'OQ.tar;• b9J.ov ~, plr Cfflt,Mll flNJ17 89U U a PMZ'&]. 

nO.e ti.t ill acti"1'11u JIO$ 1,-o1n.:1.17 NgUlat.4 .tore1g!MN mey on~ occupy 

minority positions, The princlple iS also set forth that 

.t«!'eip ,articipatioD. 1a the ICIN'nlilll baard.s o.t ec.poz&'lims cannot. 

uoud \he capital Jllll'ti.eipatioa. Bo111+«., it - NI p:IHO. ti.t tlM,Je 

rul•• wt be 1n.tlQ1'bq applitlll u4 a ll&tf r l C-1 N•• .tar .Jorelp 

~ vu tban,t.,. Mt up• •:,wwK tCI ~nar •• er 41111n1sh tb9 

~ o.t tonlp; Cllpital adllus1U•,vbu'e 1t u. 1n. u.., 1n.tvefl ot 

ta -VJ' to d.o "• 

11Bll9I' tlMI nev i.w, tores.cn w,wr •"'- -t o.pJ.w\ * M'li-.1 

_,,._ 



invenllurt.. 'Die' ~ i. t.hltntOA OJ1POt9e4 te t.be aeq_llidUon by 

:toi"et.cn invenor• ot ntabl.1shed Mu:1- enter,r11u. '!he law 11 

M>t ~-, b1o1t. iB Ol'Ul' to ubl..,. • al.o.v UU bR-• 

:tm-elp •p111al and. ..... G01111,'liey, - raa. 1iao: tut. tm...'Uwl co.pwa'UOll9 

Ill.ready- •R&bll•hed 1n Nuloo •hould ettn- part, pre1'ft'&bl¥ • aa,JCQ' pen, 

ot ~ 111N'ff ot their att111atcta :tor purollaff by t.he N■x1eu. pulllJ.o. Th11 

VOlll.4 e;1'N tl:le COl'JIW&.._1_ • 4npv rOO't 111 'thl N■x1an •OOilCIIIT and 

&T014 alV" po,tllbl• WUlcn, 

'?hrough U. law g~ t.ra111hr ot +eetmc111Y, - ve 

tl'T1ag to W\ll"e "-t. we Nffive t•~q,y Oil t,.,_ "-t. v1ll IHlft; t.he 

...i.■ ot 'the -'l'Y' 1.1111 belp t.o achl..,. our 4~ obJ•o'tl.,... 

We will. not. agrff to~ ~lag -•ive rqyalt.i.Q OX' elr.pi,iit. 

rqtrio'tl-, OX' OOll'ta1n1zlg ol.ala9n l1111t.1ag t.bl pur-..er- 11 ~ ot 

It, 11 :tor t.u cwat.1v t.hm "1ve1 t.o i.,. 4- t.hll oomlt.tw 

on wtd.oh thq V1ll. ac~ t.hlt aet.1Y1·'1•• o:t t.rw..t.1-i 111pw•t.1-

ia t.he1r t.err!:t.orl•, .. Nuice 1-1 '-• At. t.hlt -. Uae, the 11■• ot 

t.befl Clllpw.W,- 1.1111 t.he1r 1nf'hullllce - t.bt varl4 It Sa," Ju,t.11)- t.bl 

-~ ot 111HrMt.1-1 - ot OGSll.wrt. _, v1ll UftM t.he1r 

lpbere ot ut.iCID, 

It ii ~t. t.bat. t,be 111 ke,•• ot the countries of' the Third World 

in the :face of' ~t.n-·'1-1, coz,-w.1.1- n- h-. u i1R11•tf J 

order in wh1ch an unjust dietri'buticn of' weelth prevails, and in whioh the oon-

41tica or t.m i.., 4rtel.epld 0Rllt.r1N 11 aat. al.Wp 'taka 1llt.o aoecaxt.. 

'ft1-~ ..t.1- lmw ....._ solidarity lllllOng them is essential. 
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it we are to aurn. ve and progr•••• We &1.ao know that aa the cowatriea ot 

the '1h1rd w.-14 tail to adopt un,ited. poai t1ma, so they weaken and narrow 

their ne~otiating powers and thus may fall an easy prey to reprisals 

allll cliaeriainationa which would ultimately truatrate tor all the poeai'bU1,1ea 

ot aebienng equal and Jwat w•taeat. The ••1. preaaing d.u"7 ot the 

in'tern&Uonal cG1111uni t7 t.')dq 1• to CM&te a peace econc:a;r, and. peace can 

never reat oa inJuatice. It vu tor that reaaen 'tha't. tne Preaid.ent 

ot Nu1c.io propoae4 at the 1il'lird. United Natiau Conference on Trade and 

Developaent tbat a cba:rter ot the eCC111011ic rights and duties of States 

ahoul.4 be drafted to pr°'ect the weaker nations. That charter is now 

being conaidered by a working group. 

Some ot its basic principles, which bear directly on the 

problems raised by transnational corporations, are: freed.cm t.o dispose 

ot natural resources, respect tor the right ot all peopl.es to adopt the 

econc:aic structure ot their choice and to illpresa on private property 

modalities dictated by the public interest; renunciation of the use of 

econ<lllliC pressure to illp81r the political sovereignty of States; subjection 

ot foreign capital to national. laws; prohibition ot interference by 

transnational corporationa in the daaeatic affairs ot States; abolition ot 

discriminatory trade practices; trade preferences tor developing countries; 

fair and stable camaodity prices; diasmination ot information on low-

cost technology; and long-range. non-tied, low-interest financial assistance 

tor econcnically backward countries. The adopt.ion of such a charter seems 

aore urgent than ever tocla¥. 

Aa far as the suggestions in the Secretariat report are . 



coaeeJMd.0 I • 1n ta'W'OUJ' ot an 1nwrnl-Uonal t'orua, and t.he CNat1on 

ot' an 111'.M1'111.UOIIIIJ. 1rlt'orN.t.1cn ffntre, I &l.110 aupport t.echn1cal u11at.anee 

b7 "the Un1't.eli M&'t.101111 t.o atrengt.hen the negotiating poait1on ot t.he 

d.ffelgping ccnm.t.riea in their dealings v:l.th tranana.tional corparations, 

A• regards the settlement ot' disputes, Mexico would regard the a1.\bll.1eeion 

of a eont.rover.lJ,Y t.o a court other the.n ita awn u an unac~bls lia1-

tat1on on its sovereigrrty, Mexico ie al.110 in f'avour ot a code ot conduct 

f~ traminatione.J. cOl"pm'e,tiona, provided that it did not. in ari.v way impair 

'the 11overe1gnt..y ot' the recipient cow:1trie11, SUch a code wt>uJ.d ccmp,l.ement. 

the charter on the econ<aic r4!ht.e and duties ot' States, 

The code might contain the following additional at.ipuJ.at.10WI: 

foreign investment should complement 1'9.tionsJ. investment; traminational 

corporation11 should not replace national corpor,,.tiOIUI ~ dee.l. in fields 

adequatei,y covered by th!m; the:lractivi'l;y 11hould have a poaitiw effect. 

on the baiance of ~ents, part.icul.arl.¥ tnrough the incrm.se ot ~; 

they &houl.d prcmote increll88d em.ployment and adequate reaW1Sration; 

they should hire and train t.echniciami and. Mlllinistrative at.aft frcm the 

nost ccnm.try; they should as far aa poHible utilize national product.a 

in pr~ing their t'inal product; thq should finance their operat1ona 

pret'erabl.y frCEI out111de resources; they llhou1d ensure diver11ificat.ion ot 

investment resource,; they ahould contribute to t.he devel.Ol)llent. ot' the lea• 

developed econolll1c zone, of the host. country; th• 11hould not. aonopol1ze 

the national. market; they should eupply the beat and most appropriate 

technology and contribute to local re11earch and development; 'they sboul.4 

have a fav<Nl'able effect on the quali'ty and. price l.evel ot production; 



they •hould rupect 'the •oc:ial and cultunl value• or <the hoet. count.ey; 

they •boul.d id•t1ty VS.th the 111.t.ere•t.• ot the boat cowrl;ry; they •hould 

not d111tort the ocaui!Plpticn pattern; am.. in aenera.l., they 11hould 

help to ach1ffe the obJect1ve• and cmply with t,ha d8Tfll.op,ut policies ~ 

the host country. 



Summary.of replies to questions* 

Question: Would continuing international action on the issue of multi-

national corporations be helpful? If so, what form should it take? Should 

there be some form of international agreement on investment on the lines of 

GATT? 

International action is desirable, preferably through the United 

Nations, possibly at the level of the Econqmic and Social Council. An Informa

tion Centre would also be helpful, as would technical assistan~e in negotiating 

transfers of technology. An international code of conduct for transnational 

corporations would be of value. As regards a GATT-type of agreem~nt, many. 

developing countries are not members of GATT, which is itself in the process 

of being revised. Since we have not yet been able to perfect GATT ~n matters 

of international trade, it can hardly serve as a pattern for the far more 

difficult problems raised by transnational corporations. Some indications 

for a viable code of conduct might be drawn from the way in which the charter 

of the economic rights and duties of St_ates at present under_ study in the 

United Nations is implemented. ;,foreover, the attitude of the developing 

countries to foreign investment is not uniform; it is necessarily dictated 
( 

by their own resources, savings capacity and attitude to development-. 

* Questions were asked by the Chairman and Messrs. Mansholt, Dunning, Sadli, 
tlchaffner, Deutsch, Matthoeffer, Estrany y Gendre, Trindade and Uri. 
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Question: Would you agree there muet be some m,,.chinery to enf'orce any rules 

that are adopted? 

If 11e have any body of laws, we mUBt make t)Jem operative, while 

at the same time respecting the sovereignty of States. The International 

Labour Office might serve as a model. 

What happens if the attainment of one of the objectives Mexico 

has laid down in respect of national development for both national and trans

national companies clashes with another? 

Reply: Since we are not a centrally planned economy we do not have an 

investment eolll!llission for all investments. Foreign investment is controlled 

when it intends to assume a majority position We have set up a National Commission 

for Foreign Investments which Judges which interest is more important for the 

eountry, in the case of a conflict. National companies are governed by similar 

rules, in the ease of import requirements, outside capital, etc. 

Question: 

Reply: 

What effect haVe your policies had on inward investment? 

If we have lost ,uzy foreign investment as a result of our 

policies, it has been vell lost; we are not interested in capital that will 

damage the country's interests. We 11ant investment that 11ill encourage 

development. Ideally, the countries of the Third World should take a united 

stand on conditions for investment. In Latin America, a start has been made. 

Legislation similar to Mexico's has been passed in the Andean Pact countries 

and in Argentina. 

Question: Have you any policy for eon:!;rolling the advertising or sales 

etfortB of maJor companies so that they cannot distort the consumption pattern? 



ReJLl.y: 

policiee. 

Question: 

Unfortuna.tely, no. We must guide consumption by mea.ne of t8JC 

Cou.ld you, in the light of the Calvo Doctrine, a.ccept a. code 

providing for interna.tional a.rbitration? 

!!!!2.!l.= Arbitration exists to resolve dis~utes between Sta.tee. What is 

involved in the ca.a.e of private foreign investment is a dispute with an 

individual who has agreed to abide by national legislation. We cannot agree 

to a.rbitra.tion which would give the foreigner preference over the national. 

Question: You require a. considerable local participation in the capital 

of subsidiaries of multinational firms settling i,n your country. Could this 

obligation be satisfied by purchasing stock in the pa.rent company? 

Reply: It would not be beneficial to Mexico. If we invested our sJn!lJ.l 

dolllflstic savings in a. transnational corporation, we would have no share in 

its decision-making !Ind there vould be no benefit to the Mexican economy. 

We va.nt activities carried out in Mexico to have majority participation by 

Mexican capital a.nd to provide employment for Mexican workers. Every 

subsidia.ry or affiliate opera.ting in Mexico must be incorporated under Mexican 

law s.nd must offer shares to the Mexican public. However, the law is 

sufficiently flexible to allow a.n investllll!nt with minority Mexican pa.rtici

pa.tion or even none a.tall, if the ColQ!llfssion on Foreign Investment decides 

it is in the interest of the country, The la.won foreign investment adopted 

in 1973 is not retroactive, but we a.re inviting con,pa.nies not in compliance 

with it to comply voluntarily. 



Question: Doas Mexico intend to encourage foreign investment that would 

have a high labour-abaorbtive capacity? 

Yea, We want mechanization where it ia appropriate -- in 

petrochemicals, ·steel, etc.,-- but in other fields, rural industry and so 

fo:rth, we &re looking for a technology which without reducing efficiency 

and raising costs will ensure the utilization of labour. 

Question: 

Reply: 

What does your Government do to check unfair tmnsfer pricing? 

Theoretically, we hsve legislation allowing the authorities to 

investigate prices, but it ia not always easy, We are also trying to c0111bat 

the practice through our law on the transfer of technology. 

Question: 

Reply: 

What is the Mexican Goverwneot•sattitude.to export restrictions? 

We regard as null any contract which contains restrictive clausee 

or establishes aey export prohibition contrary to the interests of the country. 

Cases are considered on their merits. 

Question: What bargaining power do you have in your dealings with multi-

national corporationsY 

Reply: Generally speaking, we n•gotiate rath,,r than give a flat 'yes' 

or 'no'. We have used our machinery for promoting industry, import licenses, 

progr&mllll!s of !llll.nu1'acture, etc., with considerable success. Sometimes we are 

unsuccessful, in which case the multiD11tional corporation does not eome into 

the country. 

Po you agree that an international agreement should include 

rules for both host'_COIUltri.ea and al].tinat1onal umpo:n,.t.10M1 

_,,,_ 



Re~ly: International regulations must make clear the rights and 

obligations of developed and developing countriea and,-the llllll.tinationaJ. 

corporationa the111:1elves. 

Question: What eriterie ere used in deciding whether e sector is reserved 

for Stste ownership, r~served for national companies, or open to foreign 

participation? 

Reply: Those sectors of fundamental importance to the economic lif'e 

of' the country, such as reilveys, electrical energy, the basic petrochemical 

industry, including refining, end the production of' radioactive material, e.re 

reserved fol:' the State, Othet activities of gteat socio-economic impottence, 

for example, radio, television, end communications other then railways, e.re 

teserved for Mexicans, Some other aectors require special Mexican mejorit;r 

holdings of 1110re th!Ln the usual 51 per cent -- f'or en.Dlp].e, Melrlcan capita.I 

investment in the steel, sulphur end coal industries is 66 per cent, 

_,,_ 




