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Starter statement – do you agree or disagree?

MNCs are good for the developing nations that they trade or manufacture in

	Yes I agree
	No I disagree

	




	

	




	

	





	

	






	



Write a definition of the term MNC here:

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________



Positive effects of MNCs
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	Creates employment

	






	Increases skills base

	




	Increased standard of living

	

	Raises country’s profile

	

	Improves balance of payments

	

	Improves infrastructure

	


Negative effects of MNCs
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	Profit leakage
	






	Low paid jobs
	

	Pull out quickly
	

	Poor safety record
	

	Increases urbanisation
	

	Widens poverty gap
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Impact on the local community / environment
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Impact of MNCs on national economy
MNCs and FDI flows
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MNCs and the balance of payments
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MNCs and technology and skills transfer



MNCs and technology and skills transfer
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MNCs and impact on consumers
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[6] No case study with this question
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Death and
taxes:
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Explain two possible negative impacts that MNCs can have on the countries where
they operate.
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The effects of multinational production on wages and working conditions in
developing countries

Multinationals can have many positive and negative impacts on host-country workers. The
popular press is full of stories about foreign workers who work for multinationals for long
hours and low wages, under horrific conditions, in low-income countries, to produce goods for
Western consumers.

However, there is virtually no consistent evidence that this is true. In fact, there is a very large
body of evidence indicating that the opposite is the case. Foreign ownership raises wages
both by raising labour productivity and expanding the scale of production, and, in the process,
improving the conditions of work.
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Tribe files lawsuit against Freeport in Indonesia

Lawyers representing an Indonesian tribe have filed a lawsuit against U.S. mining company
Freeport, demanding $30 billion in damages for environmental and human rights violations.

The Freeport mine has frequently been targeted by rights groups and environmental
campaigners who claim it is stealing the region’s wealth, evicting local people from ancestral
lands and polluting the environment.
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Evaluate the impact of multinationals on the economic development of countries
such as Indonesia.
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The Double Standards of Multinational Corporations (MNCs)

USA President, Barack Obama, forced BP, a multinational oil company, to set up a $20bn
fund to meet claims for economic losses and environmental costs from its Gulf of Mexico
oil spill. This set an example for how host countries of MNCs could take strong action, and
how multinationals should respond to meet their responsibilities.

Developing countries should be able to adopt a‘polluter pays' principle for ecological
disasters — just like the USA has with BP.

Developing countries are also host to MNCs that in many cases have poisoned the
environment or caused immense loss of life and property. These MNCs have got away
with paying very little or nothing at all for the harm they have caused.
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Analyse two possible ways that MNCs might contribute to an improvement in local
living standards in the countries where they operate.
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Multinationals and Poverty Reduction

MNCs have been described as thieving, bullying, monsters whose only contribution to
life on the planet is to exploit the inhabitants of the developing world and hoard their
profits for the sole benefit of those who own and run them.

Rarely do you hear the other side of the story about MNCs, such as the fact that:
«  MTN* donates $20 million annually to improve water delivery to the poor of Ghana.

« Diageo, a drinks company, ensures adequate access to water for as many as 1 million
deprived African citizens.

« Nestlé has rural development programmes in Brazil and India.

« Microsoft undertakes a massive distribution of healthcare resources to many
countries in Africa.

This concept of MNCs showing their concern for ethical behaviour and social issues in
their business environments is known as Corporate Social Responsibility, and MNCs lead
the way in its use.

(Source: adapted from http://www.africanliberty.org/content/multinationals-and-poverty-reduction)

*MTN Group is a South Africa-based multinational mobile telecommunications company,
operating in many African and Middle Eastern countries.
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