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Abstract

MultinationalCorporationsandForeignDirectInvestmenthasbeenidentifiedasagents

ofunderdevelopmentanddependencyofthelessdevelopcountries,inaquestto



2

achievetheireconomicmotives.Theinstitutionalsoservedasatoolininfluencingthe

politicalpowerofthehostcountries,underdevelopmentanddependency,theoryis

employedtoguidetheanalysisofthiswork.Thetheoryhingesonthefactthatthemulti

-nationalcorporationsplaysstrategicroleindeterminingproduction,accumulations,

exploitationandpoliticsoftheworldandthelessdevelopcountriesinparticular.The

theoryfurtherexplainsslavestrade,colonialism andimperialism wasresponsiblefor

theunderdevelopmentofthethirdworldstates.Contentanalysisisemployedasa

sourceofdatacollectionanditsrevealedthatthemulti-nationalcorporation/FDIare

agentsofbothgrowthandunderdevelopmentofthehostcountries.Thepapercritically

reviewedtheexistingliteraturebothconceptually,empiricallyandthematicallyand

reliedonsecondarysourcesofdataandexaminationofofficialdocumentsasits

methodology.Thepaperisstructuredintosixinterrelatedcompartments.Alsointhe

recommendationstheroleofMNCSandFDIshouldbeinconsonantwiththehost

country’shomegrownpoliciesandnotpoliciesfrom without.Themajorfindingshasit

thattheoverrelianceonthemonoculturalproductionsuchasoil,bythehostcountries

is responsible forthe dominantofthe periphery’s economybythe multinational

corporationsandforeigndirectinvestment.Thisisinadditiontolackofpoliticalwillin

thepartoftheleaders/governmentsofthehostcountries.Thepaperconcludesor

ratherrecommends thatthe less develop countries should diversitymassivelyto

agriculture,andothersources,asanalternativetooilandothermonoculturesource.

Thisisinadditionstohighlevelofexportationtointernationalmarkets.Fullfledge

politicalwillinthepartofthehostcountriesshouldbeencouraged.Leastorshortofthe

abovesuggestionstheissuesraisedwillremainunresolved.

Keywords:Multi-nationalCorporation,ForeignDirectInvestment,Third-World.

1.Multinationalcorporation:thisisabusinessorganizationwhoseactivitiesare

locatedinmorethanoneortwocountries,itrepresentbotheconomicmotivesof

itsownersaswellasservingasorganizationalmechanism bywhichdifferent

socialand politicalsystems confrontthemselves.As a large and rapidly

expanding sector of the world economy is equally characterized by a

revolutionarynew system ofproduction and accumulation in aworld scale

(NormanG.1975).
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2.Thirdworld:lessdevelopstatesarecontemporaryreferredtoasthethirdworld,

intheinternationaleconomicrelation,orrathernew worldorder.Thesestates

arecategorized bytheworld economicpowersto maintain thecentreand

peripheryrelations.Inotherwords,tomaintainthecapitalistexploitation.These

statesincludeAfrica,AsiaandtheLatinAmerica.

1.0 Introduction

Thetwoconcepts,MultinationalCorporations(MNCS)andForeignDirect

Investment(FDI)areinterrelatedintertwinedandinanactualsensetheygohand

inhand.Inotherwords,thereexistanumbilicalcordrelationshipbetweenMNCS

andFDIsimplybecauseinspecificandnumericterms,MNCSaccountfor9520

oftotalworld’FDI.

Aja(2001:51)notedthat:ForeignDirectInvestmentisfacilitatedprimarily

byMNCSthatcommandsthemonopolyofworldcapital,technologyandmarket

ideologyMNCSfacilitatetheflowsofcapitalandtechnologyacrossnational

boundariesbyadoptingentrystrategiescorporatestrategies,optionaltiming,
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strategiclocationbehaviour,tradecreationandmarketservicestrategies.

Itshould benoted forclarifythatworkersand elementoftechnical

knowledge also move with the flow investmentcapitalbeyond national

boundaries.Theseflowssubstantiallyaffecttheproductofgoodsandservices,

employmentopportunities,andthedistributionofoutputinthevariouspartof

theworld.(Spero,1980:88).

FDIisgenerallyanintegralpartoftheglobalcorporatestrategyforMNCS

operationinoligopoliesmarket.FDIcreateseconomicrelationsofanintegrative

natureandinvolvethecooperationintheinternationalaffairsofacountry.This

processishowevertoocontroversialintermsofsocio-economicimpactsonthe

hostcountries.The pointis thatforeign production has become a vital

componentintheintegrationofglobalstrategiesofMNCSthatnowdominates

internationaleconomy.(Aja,2001:65).

TheoriginofbothMNCSandFDIdatesbacktothe19th centurywhen

industrialfirmsofBritain,France,Germany,Italy,Belgium and latelyJapan,

UnitedStatesofAmericaetc.scrambledforrawmaterialinAfrica,LatinAmerica

andAsia.Theyweresupportedbytheirnationalgovernmenttoinvestcapitalin

thevastnon-industrialterritories.Thispaperwillthereforeexaminethehistory,

characteristics,argumentforandMNCS/FDIparticularlyasitsrelatetoless

developcountries(LDCs)likeNigeria.

2.0 ConceptualClarification

i. ForeignDirectInvestment:

InthewordofAja(2011:51),foreigndirectInvestmentcanbedescribed
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as:“aninvestmentbehaviorwhenanindividualorindustrialfirm hasexpanded

assetresourceresourcesfrom onecountrytotheotherincompliancewiththe

legislationofthehostcountry.

ii. MultinationalCorporation(MNCs):

Spero(1977)seestheterm multinationalcorporationas“afirm with

foreignsubsidiarieswhichextendtheproductionandmarketingofthefirm

beyondtheboundariesofanycountry.Theyarefirmswhichsentabroada

packageofcapital,technology,managingtalentandmarketingskilltocarryout

productioninforeigncountry.

Eldrige(2003:1)inhispartopinedthatMNCconnotesbusinessconcerns

withoperationsinmorethanonecountryinwhichtheoperationsoutsidethe

company’shomecountrymaybelinkedtotheparentbymerger,operatedas

subsidiariesorhaveconsiderableautonomy.

Judgingfrom theaboveMNCsandFDIareseenasinternationalcentered

withsolemotiveofpromotingtheeconomicinterestofhermothercountry.And

intheprocess,theyconstituteahegemoniccontrolofthepoliticaleconomyof

theperipherystates.

3.0 HistoryofMNCsandFDI

Historyhasitthat,theoriginofmodernMNCs/FDIdatesbacktoEurope’s

greattradingcompanies.ItstartedprominentlywithDutchEastIndiaTrading

companyinthe19thcenturyIndustrialRevolutionandCapitalism inEurope,the

exportsofcapitalandproductiontechnologytopre-industrialterritoriesofAfrica,

Asiaand LatinAmericawerechampioned bythebiggestindustrialpowers,
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notablyBritain,France,GermanyandItaly.Intheearly20th centurytheUnited

States soughtone competition ofthe European economyin the exportof

productiontechnologyandforeigninvestment(Aja,2001).

Subsequently,thecorporationsoftheU.S,JapanandtheEuropeanStates

increased fierce criss-crossing FDI strategies America’s increased her

investmentventure in Western Europe.American FDIin petroleum sector

increasedintheMiddleEastandotheroilexportcountries,includingNigeria.FDI

“isawayofpenetratingandestablishingcontroloveranothersocialunitby

meansofcapitalexport.Itusuallytakestheform ofestablishingawhollyowned

subsidiaryfirm,thelargeMNCsobviouslybeingtheinvestorsinotherwords,FDI

isamechanism usedbythecorporationtopenetrateforeignmarketandobtain

theirresources.(Widstrand,1975:60).

TheMNCsareinterestedinlessDevelopedCountries(LDCs).Forinstance,

officialsourcehavenotedthatAmericanCompaniesinvestedwellover87billion

inNigeria’sPetroleum Sector.TheUSAhasdescribedNigeriaasoneofthefour

prioritycountiesintheworldalongwithColumbiaUkraineandIndonesia.Inthe

mouldofformerAmerica’spresident(Clinton)messagetoNigeriathroughthe

SecretaryofState,M.AlbrightandTreasurySecretaryRubin,maintainsthat:We

areinterestedinNigeriabecausethestakesaresohigh.AdemocraticNigeriais

akeytoastableandprosperousWestAfricaaninvigoratedAfricaandtoU.S

nationalandeconomicsecurity.Nigeriaisourgoodlargesttradingpartnerinall

Africa(citedinAja,2001).

MNCsaregrowingfrom strengthtostrengthonregularbasis.Theyhave
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spreadtheirtentaclestotheentirenooksandcranniesoftheworldandto

virtuallyallaspectsofhumanendeavour.Eldridge(2003:1)noted’thereareover

40,0900MNCscurrentlyoperatingintheglobaleconomy,overseasaffiliates

runningcrossed250,000continentalbusiness.In1995,thetop200MNCshad

combinedsalesof87.1trillion,whichisequivalentto28.37.8theworldGMP.The

topMNCsareheadquarteredintheU.S,WesternEuropeandJapan:theyhave

thecapacitytoshapeglobaltrade,productionandfinancialtransaction.

4.0 TheoreticalFrameWork

Itisalwaysimperativeinsocialsciencediscourseorresearchtouse

theoryinordertoguidetheanalysisofthework.Thispaperadoptsunder

developmentanddependencytheory(UDT)inexplainingtheactivitiesofMNCs

andFDI.TheproponentsofthetheoryincludesWalterRodney,SamirAmin,

GundarFrank,GaltungJohan,ImmanuelWallestainamongothers.

Thethrustoftheunderdevelopmentanddependencytheoryfocusedon

thebelievedthat“Themodernworldsystem areinformativeenoughthatunder

developmentwasnotanaturalphenomenabutadependencystructurecreated

bytheactivitiesofMNCsthroughthesupportoftheirparentcountry.

Thestrengthsofthetheoryisthatithasexposedorratherunveiltheevil

natureofthecontemporaryimperialism ontheperipherystates,andencourage

localproductionbytheAfrica,AsiaandtheLatinAmericansphere.

Theweaknessesofthetheoryisthatthereisnoclearcutsolutionto

delink the umbilicalcord relationship with the exploiting states and the

institutionssuchastheU.S.A,Japan,BritainaswellastheMNCsandtheFDI



8

respectively.

ButtressingtheabovePricisms,aswellascontemporaryrelevanceofthe

theory(underdevelopmentanddependency)onthelessdevelopmentcountries

(LDCs)YashTandon(1996:6)notedthat“ofthe823trillionglobalGDPin1993,

$18trillionisintheindustrialstates,only$5trillioninthedevelopingcountries,

eventhoughtheyhavenearly80%oftheworld’speople.

Analysing Tando’s submission on the economic exploitation by the

industrialstates the data provided willequally guide ouranalysis on the

cantankerousactivitiesoftheMNCs/FDI.ItisevidentthatMNCsusedtheless

Developstatesasaconduitpipetodrainitsresourcestotheirparentcountry

andrenderedthem (LDC)inabjectandcontinuouspovertywithhighrateof

environmentaldegradation.About77%oftheworldpopulationlivesinthesouth,

yettheyproduceonly15%oftheGrossNationalProduct(GNP).The23%ofthe

peoplewhoaregeographicallyfortunatetoresideinthenorth,command85%of

theworld’swealth(Eze,1994:17).

TheunderdevelopmentandDependencytheorymaintainedthat,theMNCs

playsstrategicroleindeterminingproductionaccumulation,exploitationand

politics’oftheworld.DanielOffiong(1980:60-65)notedexplicitlythatthefurther

concentration and centralization ofcapitaland theintegration oftheworld

capitalisteconomyintothestructuresofthegiantUnited StatesbasedMNCor

integrated conglomerate monopolistic enterprises and acceleration of

technologicalchangewasdoneundertheauspicesofthesecorporations.The

activeparticipationofcapitalintheinternationalinvestmentandglobalforeign
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policywhichcorrespondtotheglobalinterestandperspectiveofMNCs.

Itisalsoarguedindifferentquartersthatdevelopmentcancomethrough

theMNCsmechanism particularlyintransferringtechnologycapitalandskillsin

managementdesign and marketing.Howeverthe underdevelopmenttheory

debunkedthat,thecurrentform andpenetrationofforeignmonopolycapitalin

developing countries is the majorcause oftheirunderdevelopmentand

dependency.Thiscanbeattestedtotheissueofsharetrade,colonialism and

imperialism whereRodneystressedthatAfricanswenttocolonialism with“hoe”

andreturnedhomewith“hoe”!

Insummary,alsoasrelevanceofthetheorytothecontemporaryactivities

oftheMNCsonthelessDevelopmentstates(LDC),showsthatthelop-sided

natureoftheinternationaleconomicsystem,theLDCsare“callingforaparadigm

shiftorbetterstillanew worldinternationaleconomicorder(NIECO)through

rightto development,disbarmentand economiccooperation,thisisdueto

incessantcontrolandcommandthatMNCsandotherinternationalfinancial

institutionshaveexerciseoverthethirdworldeconomics.Asamatteroffact,

policiesinmostthirdworldstatesisnothomegrownandautonomous,theyare

initiatedfrom without,packageandmonitoredbythewest,andUSAservedas

captain.

5.0 CharacteristicsofMNCs

ParaphrasingAja(2001:73-75),highlightedthefollowingastheunique
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featuresofMNCs.

1.TheownershipofMNCsisprivatemonopolycorporations.MNCsarenot

government-to-governmentestablished,servicedandmanaged.MNCsarea

non-governmental organization but through their activities, they had

tremendousinfluenceonbothparentandhostcountries.

2.ThedecisionmakinginMNCstendstobemorecentralized.Policycontrol

originates from the parentcountry and flows through subsidiaries and

affiliates.MNCshavealargepoolofmanagementtalentfinancialassetsand

technicalresources,and theyrun theirgigantic corporations with a co-

ordinateglobalstrategy.

3.Aswehavenoted earlieron,MNCsarefacilitiatorsofFDI.FDIcreates

economicrelationsofanintegrativenatureandinvolvesthecorporationin

theinternalaffairsofacountry.Thisprocessis,however,toocontroversial

intermsofsocio-economicimpactsonthehostcountries.Thepointisthat

foreign production has become a vitalcomponents in the international

economy.

4.TechnologyTransferisanotherfeatureofMNCs.Theyinvestalotinorderto

commandthemonopolyoftechnology.Theyalsoinvestcolossalsum in

researchanddevelopmentprocesses.Giventheirglobalinterconnectedness,

MNCsare known to be facilitatorsoftechnologytransfer,through joint

ventures,patentrights,technicaltraining,anddevelopment,andFDI.Transfer

oftechnologyremainscontroversial,yetthetechnologyvalueofMNCstoany

country depends on the existence ofan indigenous (wellfunctioning)
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technologybasetointeractandstimulateforeigntechnologies.

5.Although,MNCsdo notforcethemselvesoncountries.Locally,theyare

empoweredbytheparentgovernmentsinbothpolicyframeandbycreating

theenablingenvironmentforproductiveventures.InternationallyMNCsare

empoweredorallowedentrybythenatureofnationallegislationsonforeign

economicandotherinterests,andassourcesofforeignwealthfortheir

countries.

6.0 ArgumentsinFavourofMNCs/FDI

This segmentshalldwellon the benefits derives from MNCs/FDI,

otherwiseknownstheargumentinfavouroftheMNCs/FDI,intheiractivitiesin

thehoststates.

TheactivitiesoftheMNCsasagentsofdevelopmenthavegenerated

controversiesamongscholars:Aja(2001:73-75)notedthat:

1.MNCs have been known to have created considerable job or

employmentopportunitieseveninthedevelopedandunderdeveloped

countries.Forinstance,thereasonwhytheU.Sgovernmentisgiving

bailoutpackageto“big”companieslikeGeneralmotors’,isbecauseof

employment.In Nigeria MNCs have generated both skilled and

unskilledjobs.

2.IthasbeenarguedindifferentquartersthatMNCS,byvirtueofjob

creation,haveinvariablytrained,andoccasionallytransfertechnology

tohostcountries.Althoughitiscontroversialbutyet,itwillbeunfairto

denyabsolutelythatMNCsdonotinsomelittlewaytransferskilland
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expertisetothehostcountries.Malaysia,India,BrazilandArgentina

havewellfunctioningtoabsorbforeigntechnology.

3.Economicdevelopmenttakesofffrom jointventuresbetweenhostand

MNCsactivitiesinthehostcountries.Forinstance,inNigeriaaneffort

isbeingmadebyIndiatogiveoperationallifetoNigeria’slargestiron

andsteelcomplexinAjaokuta.

4. MNCs are notcompletely in differentto the creation ofgood

relationship notonly with the hostcountries butalso attheir

operationallybasedcommunities.Forinstance,onewillnotdeniedthe

factthatMNCs operating in Nigeria have builtschools,libraries,

hospitalspipe-bornewater,accessroads,healthcareservicesinlocal

communitiesoftheiroperations,i.e.corporatesocialresponsibility.

5.TheglobaloutreachofMNCscreatesandmaintainsglobaleconomic

interdependenceamongnations’.Forinstance,in1993recordhasit

thatJapanhadatotalof16.9billiondollarinvestmentintheUSA,while

theUSAonitsparthadatotalof53.4billiondollarsinvestmentin

Japan.So,noweconomicinterdependencemeansthatJapanandUS

wouldnothastilyenterintoastateofwarbecauseofmutualeconomic

interdependencewhichbringsaboutmorecollaborativetendencies

thantension.

7.0 ArgumentsagainstMNCs/FDI

This section willexamine the views that MNCs are “agents” of

underdevelopment.MarxistsandUDTscholarshavetakentheleadindescribing
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MNCsasinstrumentoftheimperialistworld,fordeepening and expanding

underdevelopment,particularlyintheperiphery.TheargumentsaccordingtoAja

(2011:76-78)areasfollows:

1.IthasbeenarguedthatMNCsdonotreallyconstitutefacilitatorsof

transfer of technology because they are very jealous of their

technology as an instrumentof reproducing capitaland global

economic influence.So the argumentfortechnology is notreal,

because the technologythatis said to be transferred is usually

obsoleteoroutdatedtechnology.

2.Pointbefore itwas ATM machine is a case in imported to the

developmentofstatestheactivitiesoftheMNCsparticularlythosein

the oiland gas sectorhave constitute a majorthreatto the

environmentofthehostcountries.Oilspillagepollutesstreams,arable

economiclandcropsandevenair.Thereisalsogasflaringwhichhas

serioushealthconsequencesontheinhabitants.Atypicalexampleis

thecurrentsituationintheNiger-DeltaregionofNigeria.

3.Therepatriationofsalariesandprofitsisanotherargumentagainstthe

activitiesofMNCs.MNCsarefoundofplungingbacktheprofitthey

madefrom thehostcountrytotheirparentcountry.

4.MNCsaresaidtobeindifferenttolocaleconomicdevelopment.They

hardlyre-investsalariesandprofitsinhostcountries;instead,theyare

intheattitudeofdrainingscarcefinancialresourcesofhostcountries

tofurthertheireconomicinterest.MNCsarereferredtoasagentsof
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capitalflight.Theyhardlysupportinsignificantwaylocaleconomic

development.Forinstance,shellplc,starteddrillingoilinNigeriasince

1937butestablishingonlyaprogrammeofassistancein1980after43

yearsofacuteexploitationofNigeriaresources.

5.TheMNCsengageinover-invoiceofimportedcapitalgoodsandunder-

invoiceexportrawmaterials.Thus,MNCsmakehighlyabnormal,super

fitsontheirhostcountriesbecauseofsharpbusinessmalpractice.

6.MNCsarefoundwiththehabitofinterveninginthepoliticsofhost

countries.Forinstance,ChileangovernmentunderElSalvadorin1973

wasoverthrownandofGen.MurtalaMohammedregimein1976.They

havealsoinvolvedinsimilartendenciesinNicaragua,Cuba,Haiti;Libya,

Iraq and Panama.MNCs are also ready instruments ofparent

countriestoachieveanydesiredpoliticalandeconomicgoals.

7.TheactivitiesofMNCsareshroudedinsecrecy.Thisexplainstheir

willingnesstodiscloseordeclaretheprofitsmadeannuallytohost

countries.Consequentlyitisdifficulttoallocateappropriatevalueof

taxthatcommensuratewiththeirincome.Thisisevenmoredifficultin

developingcountriessincetheyhaveweakbureaucraciestoeffectively

monitorandcontroltheMNCs.

8.0 Conclusion

The Study of MNCs/FDI is both fascinating an important for

understanding economic globalization. The paper has highlighted the

controversialroleofMNCsintheinternationalsystem,indeedtheirrolewhether

benevolentorotherwiseisexaggeratedbyboththeproponentsandopponents

alike.The factis the activities ofthe MNCs in countries with indigenous

technologyandpoliticalwillhaveproventobeablessingtohostcounties,while
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countries with monoculture economy and technologicalbackwardness like

Nigeria,seesMNCsasagentsofimperialism andexploitation.Thepaperalso

notedthatwhatsoevermaybethecase’MNCsareanintegralpartofmodern

regionalizationandglobalization.Eventhoughitisevidentthatnocountryinthe

contemporaryworldcanbedevoidofFDI.Thepaperconcludesthattheless

DevelopcountriesshoulddiversifymassivelytoAgricultureandothersourcesas

analternativetooilandothermonoculturesource.Thisisinadditiontohighlevel

ofexportationtointernationalmarkets.AlsotheroleofMNCsandFDIshouldbe

inlinewiththelessdevelopedhomegrownpolicies,andnotapolicies from

without,withfullfledgepolitical‘will’.Inthepartofthehostcountriesleastofthe

abovesuggestions,theissueraisedwillremainun-resolve.
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