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T h e m u l t i n a t i o n a l c o r p o r a t i o n ( M N C ) c a n n o l o n g e r b e t r e a t e d 
a r a n d o m e x t e r n a l f a c t o r i n p u b l i c p o l i c y . T h i s i s t r u e f o r a d v a n c e d i n d 
t r i a l a s w e l l a s d e v e l o p i n g c o u n t r i e s . T h e s o c i a l i s t c o u n t r i e s t o o h a 
i n c r e a s i n g l y c o m e t o f e e l l i r e n e e d t o d e a l w i t h t h e M N C s p a r t i c u l a r l y 
d e a l i n g w i t h t h e d e v e l o p m e n t o l s o p h i s t i c a t e d i n d u s t r i e s a l t h o u g h 
p r o b l e m s p o s e d d i f f e r i n d e t a i l . A c c o r d i n g l y , g o v e r n m e n t s m u s t b e g i n 
l e a r n t o d e a l e f f e c t i v e l y w i t h t h e s e f i r m s . B u t i n s o d o i n g t h e y m u s t t 
i n t o a c c o u n t t h e p o s i t i v e c o n t r i b u t i o n s t h e s e f i r m s m a k e t o t h e c o u n t r i e s 
i n v o l v e d w h i l e s e e k i n g f o r w a y s t o a l l e v i a t e t h e d a m a g i n g a s p e c t s o f 
o p e r a t i o n s o f t h e s e M N C s . 

W h i l e i t i s u n d e r s t a n d a b l e t h a t " " g o v e r n m e n t s w i s h t o r e g u l a t e 
o p e r a t i o n s o f t h e s e f i r m s a n d s e e k f o r w a y s t o m a k e t h e o p e r a t i o n s o f t 
f i r m s c o n f o r m a s m u c h a s p o s s i b l e t o t h e d e v e l o p m e n t p l a n s o f t h e g o v d r n -
m e n t s , i t i s e q u a l l y n e c e s s a r y f o r g o v e r n m e n t s t o r e a d j u s t t o t h e n e w r e a l i t y . 
A s e n t i t i e s M N C s a r e p o w e r c e n t e r s o f t h e i r o w n . T h u s g o v e r n m e n t s 
m u s t d e v e l o p w a y s n o t o n l y t o r e g u l a t e t h e m w h e r e a p p r o p r i a t e , b u t a l s o , 
m o r e r e a l i s t i c a l l y , t o n e g o t i a t e w i t h t h e m . T h e c o m i n g d e c a d e o f g l d b a l 
i n t e r d e p e n d e n c e m a k e s i t n e c e s s a r y t h a t g o v e r n m e n t s a d j u s t t o t h e i e e d 
f o r c o n s t a n t n e g o t i a t i o n s n o t o n l y w i t h o t h e r g o v e r n m e n t s b u t a l s o w i t h 
t h e M N C s . O n t h e o n e h a n d , i t s e e m s q u i t e r e a s o n a b l e t o a s s u m e t h a t t h e 
m u l t i n a t i o n a l c o r p o r a t i o n s a r e h e r e t o s t a y a l t h o u g h w e a r e n o t s u r e p r e ­
c i s e l y h o w t h e y w i l l d e v e l o p i n t h e f u t u r e . T h e y e m e r g e a s t h e o u t c o m e 
o f a n u m b e r o f i m p o r t a n t i n t e r r e l a t e d f a c t o r s r e f l e c t i n g t e c h n o l o g i c a l , s o c i o ­
l o g i c a l a n d o r g a n i z a t i o n a l e v o l u t i o n w h i c h s i n c e t h e m a j o r b r e a k t h r o i i g h s 
i n t h e f i e l d o f c o m m u n i c a t i o n s a n d d a t a p r o c e s s i n g , h a v e e n a b l e d t h e i r 
o p e r a t i o n s t o b e c o n d u c t e d i n a n i n c r e a s i n g l y m o r e i n t e g r a t e d a n d 

*) The author wishes to thank Messrs. Malcolm Gillis of the Harvard .Advisory Group 
in Indonesia and Suhadi Mangkusuwondo of the University of Indonesia for their 
kind suggestions in improving this manuscript. This essay is a "spin-off" of an 
ongoing study on the multinational corporations and their policy implicatiois for 
Indonesia which the author is undertaking at the Institute of Economic and Social 
Research (LPEM) of the University of Indonesia For the faults and imperfections 
found in this paper, the author alone is responsible. 
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• -• " 
ftiAhageable w a y S a n d w i t h f a r w i d e r r a n g e o f t e r r i t o r i a l a n d p r o d u c t l o h 
s p a n a t a n i n c r e a s i n g l y f a s t e r p a c e t h a n w e r e p o s s i b l e i n t h e p a s t . T h e y 
a r e i n o t h e r w o r d s t h e o u t c o m e o f c o n t e m p o r a r y e c o n o m i c , t e c h n o l o g i c a l , 
o r g a n i z a t i o n a l a n d s o c i o l o g i c a l d e v e l o p m e n t s . 

O n t h e o t h e r h a n d , t h e n a t i o n s t a t e t o o i s h e r e t o s t a y . S o f a r . i t i s 
t h e o n l y e x i s t i n g s o c i a l i n s t r u m e n t a v a i l a b l e t h r o u g h w h i c h a s o c i e t y c a n 
r e g u l a t e i t s d a i l y a f f a i r s c o v e r i n g a w i d e s p e c t r u m o f a c t i v i t i e s . A s a u n i t 
o f s o c i a l a g g r e g a t i o n , i t w i l l m o s t l i k e l y r e m a i n f o r s o m e t i m e t o c o m e a s 
t h e f o c u s o f s o c i e t a l p o w e r , t h r o u g h w h i c h e c o n o m i c ( a n d o t h e r s o c i e t a l ) 
d e c i s i o n s c o n v e r g e a n d c o m e t o b e e x p r e s s e d . T o b e s u r e , t h e a u t o n o m o u s 

a n d e x c l u s i v e c h a r a c t e r o f s o v e r e i g n t y a s t h e o p e r a t i n g p r i n c i p l e o f t h e 
n a t i o n - s t a t e ' s r i g h t t o r e g u l a t e a l l t h a t h a p p e n s w i t h i n i t s j u r i s d i c t i o n 
b e c o m e s l e s s o p e r a t i o n a l l y r e l e v a n t i n c o n t e m p o r a r y e c o n o m i c a n d s o c i a l 
a c t i v i t i e s . T h e i n d i v i d u a l u n i t s o f n a t i o n - s t a t e s f i n d t h e m s e l v e s n o w o p e r a t i n g 
i n a s y s t e m o f i n t e r d e p e n d e n c e . ' ) T h a t i n i t s e l f i s n o t n e c e s s a r i l y s y n o ­
n y m o u s w i t h t h e d i s a p p e a r a n c e o f t h e n a t i o n - s t a t e , t h o u g h t h a t m a y b e 
t r u e i n a d i s t a n t f u t u r e . B u t t h e n a g a i n i t n e e d n o t b e . W h a t i s c e r t a i n 
i s t h a t t h e m a n n e r i n w h i c h n a t i o n - s t a l e s i n t e r a c t i n m o d e r n c o n t e m p o r a r y 
e c o n o m i c w o r l d i s t o b e c h a r a c t e r i z e d b y a c o n s t e l l a t i o n o f r e l a t i o n s h i p s 
a m o n g a n u m b e r o f s t r u c t u r e s i . e . a m o n g n a t i o n - s t a t e s a n d o t h e r l o c i 

o f d e c i s i o n a n d p o w e r s u c h a s t h e m u l t i n a t i o n a l c o r p o r a t i o n s , i n t e r n a t i o n a l 
o r g a n i z a t i o n s a n d p r o b a b l y o t h e r u n i t s s u c i i a s l a r g e f o u n d a t i o n s , a m o r e 
i n t e r n a t i o n a l i z e d p r o f e s s i o n a l l a b o r u n i o n e t c . " ) A n d w i t h i n t h i s c o n s t e l l a ­
t i o n o f r e l a t i o n s h i p s , t h e p r e v a i l i n g p a t t e r n o f i n t e r a c t i o n s i s l i k e l y t o b e 
a n e s c a l a t e d tempo of continuous adjustments and negotiations. 

W h i l e n a t i o n - s t a t e s h a v e y e t t o a c h i e v e e v e n a s e m b l a n c e o f p o l i c y 
h a r m o n i z a t i o n a l o n g a w i d e - r a n g e o f e c o n o m i c i s s u e s f o r a v a r i e t y o f r e a s o n s , 
t h e m u l t i n a t i o n a l c o r p o r a t i o n s i n d i v i d u a l l y h a v e m a n a g e d t o o p e r a t e o n 
a s i n g l e g l o b a l s t r a t e g y , e a c h p u r s u i n g a p o l i c y o f o p t i m a l w o r l d - w i d e 
o p e r a t i o n s , o f t e n g o i n g b e y o n d t h e c o n t r o l o f i n d i v i d u a l g o v e r n m e n t s o f 

1) As a notion, "interdependence" in tliis essay is made explicit as defined by Cooper 
not in terms of the degree of trade necessarily, but in terms ol a wide range ol 
"policy sensitivity" leading to the need for policy synchronizations without which 
domestic policy would he irrelevant or ineffective. See Richard N. Cooper, "Eco­
nomic Interdependence and Foreign Policy in the Seventies", World Poliiics, (Ja­
nuary, 1972), pp. 161-4. The strife for "sovereignty" might be reasonably modified 
to he a strife for maximum "autonomy" within a system. 

2) A study has been made by a group of scholars from several branches of the social 
sciences on the emergence of new institutional and structural relations in trans­
national economic activities. See Louis T. Wells, Jr. "The Multinational Business 
Enterprise : What Kind of International Organization ?", International Organiza­
tion (Summer, 1971). The issue of that journal was devoted entirely to the subject. 
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t h e n a t i o n - s t a t e h o w e v e r p o w e r f u l , a n d a t t i m e s w o r k i n g a t c r o s s - p u r p o s ( 
w i t h t h e n a t i o n a l e c o n o m i c p o l i c y o f p a r t i c u l a r g o v e r n m e n t s . T h e t r a n s n a 
t i o n a l c h a r a c t e r o f t h e o p e r a t i o n s o f t h e s e f i r m s h a v e b e e n a n d w i l l c o n t i n u - : 
t o b e t h e i r n o r m a l f r a m e w o r k o f t h e a c t i v i t i e s . A c c o r d i n g l y , g o v e r n m e n t s a r 
i n c r e a s i n g l y m o r e c a l l e d , u p o n t o p u r s u e s y n c h r o n i z e d n a t i o n a l p o l i c i e s 
a c r o s s n a t i o n a l b o u n d a r i e s s o a s t o b e a b l e t o t a k e c o r r e c t i v e m e a s u r e s t 
a l l e v i a t e t h e d i s t u r b a n c e s w h i c h m a y e m e r g e f r o m d e c i s i o n s o f t h e 
m u l t i n a t i o n a l c o r p o r a t i o n s i n p u r s u i t o f t h e i r o w n i n d i v i d u a l c o r p o r a t e 
s t r a t e g i e s . 

T n t h e f i r s t p l a c e , t h e m u l t i n a t i o n a l c o r p o r a t i o n s h a v e b e c o m e a p o l k 
p r o b l e m f o r g o v e r n m e n t s s i m p l y b e c a u s e o f t h e i r s h e e r s i z e . A n u m b e r o f , 
c o m p a r i s o n s h a v e b e e n m a d e b y m a n y o b s e r v e r s c o m p a r i n g r o u g h l y t h e s i : :e i 
o f a n n u a l p r o d u c t s o f e c o n o m i c e n t i t i e s , n a t i o n - s t a t e s a n d M N C s . I n a l i s t 
o f o n e h u n d r e d o f t h e s e e n t i t i e s , M N C s r a n k q u i t e w e l l . G e n e r a l M o t c r s 
r a n k s 2 3 r d a f t e r a p r e c e d i n g l i s t o f m a j o r a n d m e d i u m s i z e d i n d u s t r a ] 
c o u n t r i e s . ^ ) 

T h o u g h t h e i r s i z e h a v e b e e n t h e m o s t s t r i k i n g f e a t u r e w h i c h c h a r a c t e r i z e 
t h e s e M N C s , t h e r e a r e m o r e f u n d a m e n t a l f a c t o r s w h i c h d i f f e r e n t i a t e t h t s e 
M N C s f r o m p r e v i o u s f o r e i g n i n v e s t m e n t i n s t r u m e n t s . O n e w r i t e r , R a y m o n d 
V e r n o n , d e f i n e s t h e u n i q u e f e a t u r e s o f t h e s e f i r m s . H e d e f i n e s m u l t i n a t i o n a l 
c o r p o r a t i o n s a s " a c l u s t e r o f c o r p o r a t i o n s o f d i v e r s e n a t i o n a l i t y j o i r e d 
t o g e t h e r b y t i e s o f c o m m o n o w n e r s h i p a n d r e s p o n s i v e t o a c o m n o n 
s t r a t e g y " . ' * ) V e r n o n g o e s f u r t h e r t o a r g u e t h a t t h e m u l t i n a t i o n a l c o r p c r a ­
t i o n a s h e u s e s t h e t e r m " c o m e s v e r y c l o s e t o l a c k i n g a r e l e v p n t 
p r e c e d e n t " . ^ ) a n d f o r t h e p u r p o s e o f t h i s p a p e r , V e r n o n ' s d e f i n i t i o 
q u i t e u s e f u l . A c c o r d i n g l y , i t i s t h e d e f i n i t i o n w e s h a l l u s e h e r e . 

V e r n o n a r g u e s t h a t t h e s e M N C s a r e n e w p h e n o m e n a w h e n w e c o n s 
t h e m f r o m a n u m b e r o f r e l e v a n t o b s e r v a t i o r i s : 

1 . I t h a s b e e n o n l y r e c e n t l y ( l a t e 1 9 t h c e n t u r y ) 
t h a t n a t i o n - s t a t e s h a v e a l l o v . e d b u s i n e s s m e n t o 
c r e a t e c o r p o r a t i o n s w i t h o u t l i m i t a s t o t h e i r 
l i f e d u r a t i o n o r t h e i r s i z e . A n d i t i s e v e n m o r e 

1 
IS 

d e r 

3) Lester R. Brown, The Interdependence of Nations, (Washington D . C , Overseas 
Development Council. 1972) C D C Development Paper No. I . pp. 14-15. 

*) Raymond Vernon, "Economic Sovereignty at Bay", reprinted in Raymond Vernon, 
Tiie Economic and Political Consequences of Multinational Enterprise: 
An Anthology (Boston, Division of Research, Graduate School of Business Adijiinis-
tration. 1972), p. 8. 

») Ibid. : , , I 
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" ' • i r e c e n t l y t h a t c o r p o r a t i o n s a r e a l l o w e d t o o w n ' ' ! I M • ; i 
o t h e r c o r p o r a t i o n s ; ' , n .1 

2 . S i n c e t h e 1 9 6 0 ' s t h e r e a p p e a r s t o b e a m a r k e d 
t e n d e n c y t o w a r d a g l o b a l i z a t i o n o f t h e s t r a t e g y ' ' 
o f t h e s e f i r m s i n w h i c h t h e y n o l o n g e r d i v i d e 
b e t w e e n " h o m e o p e r a t i o n s " a n d " o v e r s e a s o p e r a t i o n s " . 
T h e t i t l e " i n t e r n a t i o n a l v i c e - p r e s i d e n t " b e g a n t o 
d i s a p p e a r f r o m t h e o r g a n i z a t i o n a l s t r u c t u r e s 
o f t h e M N C s , g i v i n g w a y t o a m o r e i n t e g r a t e d 
g l o b a l a p p r o a c h ; 

3 . T h e i n t e g r a t e d " c o m m a n d s t r u c t u r e " o f t h e M N C , 
m a d e p o s s i b l e f o r t h e f i r s t t i m e i n t h e 1 9 6 0 ' s 
e n a b l e s t h e s e c o r p o r a t i o n s t o s c a n o v e r t h e g l o b e 
f o r s a l e s o p p o r t u n i t i e s , p r o d u c t i o n s i t e s , c a p i t a l 
s u p p l i e s a n d t e c h n i c a l s k i l l s w i t h g r e a t e r e a s e a n d 
s o p h i s t i c a t i o n t h a n w a s p o s s i b l e t e n y e a r s a g o . 
T h e e f f e c t i v e n e s s o f t h e " c o m m a n d s t r u c t u r e " h a s 
r e d u c e d i f n o r e l i m i n a t e d t h e r o l e o f r e g i o n a l 
m a n a g e r s a s t h e " l o c a l s t r o n g m a n " ; " ) 

M o r e o v e r , t h e i n t e g r a t e d n a t u r e o f t h e M N C o p e r a t i o n s h a v e m a d e t h e s e 
f i t m s s p e c i a l p h e n o m e n a b e c a u s e : 

1 . B r a n c h e s o f M N C s , p a r t i c u l a r l y i n t h e s o p h i s t i c a t e d 
i n d u s t r i e s , h a v e b e c o m e s o i n t e g r a t e d i n a w h o l e 
p r o c e s s s p e c i a l t o t h a t f i r m t h a t t h e e x t r e m e m e a s u r e 
o f n a t i o n a l i z a t i o n i s f r e q u e n t l y n o t v e r y a p p e a l i n g 
t o t h e h o s t - c o u n t r y b e c a u s e i t s e r v e s o n l y a l i m i t e d 
p u n i t i v e p u r p o s e ; 

2 . I n t h e p r o c e s s o f i n v e s t i n g a b r o a d , t h e M N C d o e s n o t 
n e c e s s a r i l y b r i n g w i t h i t c a p i t a l a s i t s m o s t i m p o r t a n t 
i n v e s t m e n t c o m p o n e n t b u t r a t h e r i t s s p e c i a l i z e d t e c h n o l o g y , m a n ­
a g e m e n t p a t e n t s , a n d o t h e r R & D " p r o d u c t s " . 
C a p i t a l , i n f a c t , c o u l d a s w e l l b e r a i s e d i n t h e 
c o u n t r y w h e r e t h e M N C p r o p o s e d t o i n v e s t , i n m a n y 
i n s t a n c e s . 

F o r t h e d e v e l o p e d i n d u s t r i a l c o u n t r i e s t h e p r o b l e m r a i s e d b y t h e o p e r a ­
t i o n s o f t h e m u l t i n a t i o n a l c o r p o r a t i o n s s e e m s t o b e c o n t r o v e r s i a l w h e r e i t 
t o u c h e s o n t h e q u e s t i o n o f p o l i c y o n t h e s c i e n c e - b a s e d o r h i g h t e c h n o l o g y 

") Ibid : pp. S — 12. ; , 
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i n d u s t r i e s . T h i s s e e m s p a r t i c u l a r l y t r u e o f t h e F r e n c h , k n o t V n t o b e t h e 
m o s t o u t s p o k e n i n t h e i r i n s i s t e n c e t o e s t a b l i s h a F i i r o p e a n p o l i c y o n i n / e s t -
m e i i t s o n t h e d e v e l o p m e n t o f s c i e n c e b a s e d - i n d u s t r i e s a n d t h e o p e r a i o n s 

o f U . S . m u l t i n a t i o n a l s i n p a r t i c u l a r . B u t t o v a r y i n g d e g r e e s , t h e p r e o c c u p a ­
t i o n i s s h a r e d a m o n g o t h e r F u r o p e a n s e v e n i f t h e r e m e d y p r o p o s e d m a y 

n o t b e u n i f o r m . B u t i n c r e a s i n g l y , p a r t i c u l a r l y w i t h c o u n t r i e s r i c h i n r e s o u r c e s 
s u c h a s C a n a d a a n d A u s t r a l i a , t h e q u e s t i o n o f t h e e x p l o i t a t i o n o r r a w 
m a t e r i a l s a n d r e s o u r c e s b y t h e m u l t i n a t i o n a l s i s b e g i n n i n g t o p r e s e n t s o m e 
p r o b l e m s . 

F o r t h e d e v e l o p i n g c o u n t r i e s , t h e q u e s t i o n i s m o r e c o m p l i c a t e d s t i l l 
i n t h a t t h e n e e d a n d d e s i r e t o u t i l i z e t h e M N C s a r e g r e a t . B u t i t h e p r o b e m s 
p o s e d a r e a l s o g r e a t e r t h a n t h e a b i l i t y o f t h e L D C s t o h a n d l e g i v e n h e i r 
a v a i l a b l e a d m i n i s t r a t i v e a n d p o l i c y i n s t r u m e n t s . I n s t a g e s t h e y m u s ; b e 
m a d e t o a d j u s t . T h o u g h s o m e o b s e r v e r s m a y a r g u e t h a t i t i s a n i n h t r e n t 
c h a r a c t e r i s t i c o f d e v e l o p i n g c o u n t r i e s t o h a v e u n m a n a g e a b l e a n d i n e f f e c ­

t i v e p u b l i c p o l i c y i n s t r u m e n t s , t h e s u c c e s s o f O P F C c o u n t r i e s t o n e g o : i a t e 
e f f e c t i v e l y w i t h p e t r o l e u m M N C s a r g u e s t h a t i t i s n o t a l l t h a t i m p r o b a b h f o r 
L D C s t o c r e a t e t h e a p p r o p r i a t e m a c h i n e r y f o r n e g o t i a t i o n s a n d p t l i c y 
f o r m u l a t i o n . W h e r e a n u m b e r o f L D C s c a n c o o p e r a t e a n d w o r k e f f e c t v e l y 
t o g e t h e r , t h e p o s s i b i l i t y o f s u c c e s s i s e n h a n c e d . I n c o n c r e t e t e r m s , i t m a y 
b e a p p r o p r i a t e f o r I n d o n e s i a t o b e g i n t o s e e k f o r a h a r m o n i z a t i o n i n i n ' e s t ­
m e n t s t r a t e g y i n v o l v i n g t i i c M N C s w ' t h i n t h e f r a m e w o r k o f A S E A F . I n 
a d d i t i o n , I n d o n e s i a c a n s e e k f o r a s c l o s e a h a r m o n i z a t i o n p o l i c y a s p o s s i b l e 
o n m a t t e r s i n v o l v i n g m i n e r a l s a n d r e s o u r c e p o l i c y w i t h A u s t r a l i a ; a n d , h a r ­
m o n i z a t i o n o f t i m b e r p o l i c y w i t h M a l a y s i a , t h e P h i l i p p i n e s a n d N e w Z e a l a n d 

I n g e n e r a l h o w e v e r , t h e i m m e d i a t e p r o b l e m s p o s e d b y t h e m u l t i n a t i m a l 
c o r p o r a t i o n s b o t h i n t h e d e v e l o p i n g c o u n t r i e s a n d t h e i n d u s t r i a l i z e d c o u n t r i e s 
c e n t e r o n : 

— p r i c i n g t r a n s f e r i n w h i c h i n t r a c o r p o r a t e 
p u r c h a s e s a n d t r a n s f e r s f r o m o n e u n i t i n 
a h i g h - t a x c o u n t r y t o a l o w - t a x c o u n t r y 
w o u l d b e d o n e s o a s t o m i n i m i z e t h e a m o u n t 
o f t a x e s t o b e p a i d . I n s o f a r a s t h i s 
r e d u c e s t h e a m o u n t c o l l e c t e d b y o n e o f m o r e 
o f t h e c o u n t r i e s i n v o l v e d , i t w o u l d c o n s t i t u t e 
a l o s s o f t a x i n g o p p o r t u n i t y f o r t h a t 
c o u n t r y ; 

— c u r r e n c y h e d g i n g , i n w h i c h f i n a n c i a l d i r e c t o r s 
o f t h e m u l t i n a t i o n a l c o r p o r a t i o n s w o u l d 
h o l d l i q u i d a s s e t s i n d i f f e r e n t c u r r e n c i e s o n 
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M ! ! b e h a l f o f t h e i r c o m p a n i e s i n s u c h a w a y t h a t : i >; s , J 
• t h e s e c o m p a n i e s w o u l d p r o f i t f r o m b u y i n g a n d 

s e l l i n g c u r r e n c i e s a c c o r d i n g t o t h e i r p r i c e 
f l u c t u a t i o n s , A n u m b e r o f m o n e t a r y c r i s e s 
h a v e b e e n a g g r a v a t e d b y s u c h p r a c t i c e s ; 

— p a t e n t r e s t r i c t i o n s a n d o t h e r r e s t r i c t i v e 
b u s i n e s s p r a c t i c e s w h i c h f r e q u e n t l y r e s u l t 
i n d i v i d i n g m a r k e t s a l o n g d i f f e r e n t u n i t s o f a s i n g l e 
c o r p o r a t i o n o p e r a t i n g i n d i f f e r e n t c o u n t r i e s . T h e 
n e g a t i v e e f f e c t o f t h i s p r a c t i c e h a s b e e n 
t h a t f o r e x a m p l e , s o m e C a n a d i a n s u b s i d i a r i e s 
o f a n A m e r i c a n M N C w o u l d b e p r e c l u d e d f r o m 
e v e r e x p o r t i n g t h e i r ^ p r o d u c t s e v e n i f t h e y a r e 
m o r e e f f i c i e n t p r o d u c e r s t h a n t h e i r A m e r i c a n 
c o u n t e r p a r t s b e c a u s e o f t h e m a r k e t i n g s t r a t e g i e s 
o f t h e s e M N C s . T h i s m a y b e l o g i c a l f r o m t h e 
p o i n t o f v i e w o f t h e M N C b u t a l o s s f r o m t h e 
p o i n t o f v i e w o f t h e C a n a d i a n e c o n o m y ; 

— c o n f l i c t o f l o c a t i o n s t r a t e g y , i n w h i c h a 
p a r t i c u l a r p l a n t o f a n M N C i n o n e c o u n t r y , 
t h o u g h s e r v i n g a p a r t i c u l a r l y u s e f u l f u n c t i o n f r o m 
t h e p o i n t o f v i e w o f t h e h o s t - c o u n t r y , m a y 
n o l o n g e r b e o p t i m a l f r o m t h e p o i n t o f v i e w o f 
t h e g l o b a l s t r a t e g y o f t h e M N C . I n t h i s i n s t a n c e , 
t h o u g h i t w o u l d b e i m m e n s e l y s e n s i b l e f o r t h e 
M N C t o r e l o c a t e , i t w o u l d b e h i g h l y o b j e c t i o n a b l e 
f r o m t h e p o i n t o f v i e w o f t h e h o s t - c o u n t r y . 

I t i s t o t h e m u t u a l b e n e f i t o f t h e M N C s a n d t h e g o v e r n m e n t s t o s e e k f o r 
w a y s t o m i n i m i z e t h e e f f e c t s o f t h e s e p r a c t i c e s . I n t h e a b s e n c e o f a g e n e ­
r a l i z e d s o l u t i o n , i n d i v i d u a l g o v e r n m e n t s m u s t f i n d t h e i r i n d i v i d u a l w a y s , 
t h o u g h t h e i r e f f c c r i v e n e s s a r e l i k e l y t o d e p e n d o n t h e e x t e n t t o w h i c h 
s u c h p o l i c i e s c o u l d b e h a r m o n i z e d w i t h o t h e r c o u n t r i e s . 

I t i s t o t h e s e a r c h f o r a f r a m e w o r k w i t h i n w h i c h I n d o n e s i a c a n 
n e g o t i a t e w i t h t h e M N C ( g i v e n s o m e r o u g h q u a l i t a t i v e e s s e s s m e n t s o f h e r 
f u t u r e n e e d s ) t h a t I w i s h t o a d d r e s s m y o b s e r v a t i o n s i n t h i s p a p e r . I s t r e s s 

t h e n e e d t o s e a r c h f o r t h i s f r a m e w o r k w i t h i n t h e p e r s p e c t i v e o f t h e s c o p e 
o f t h e c o m i n g m u l t i l a t e r a l t r a d e n e g o t i a t i o n w h i c h , a s u n d e r s t o o d b y m a n y 
o b s e r v e r s , i s t o c o v e r a w i d e r a n g e o f c r u c i a l t o p i c s o n i n t e r n a t i o n a l e c o n o m i c 
r e l a t i o n s . A t s o m e p o i n t i n t h e n e x t t w o y e a r s , a f t e r t h e S e p t e m b e r 1 9 7 3 
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T o k y o m e e t i n g , t h e s u b j e c t o f t h e m u l t i n a t i o n a l c o r p o r a t i o n w i l l s u r e l y 
b e t o u c h e d u p o n , e v e n i f a f i n a l g r a n d d e s i g n w i l l p r o b a b l y n o t b e 
f o r m u l a t e d . A t t h e v e r y l e a s t h o w e v e r , L D C s m u s t b e g i n t o a s s e s s t h e i r 
i n d i v i d u a l i n t e r e s t v i s - a - v i s M N C s a n d w h e r e c o o p e r a t i o n a m o n g L 3 C s 
w o u l d b e p o s s i b l e . I t i s i m p o r t a n t t o h a v e a p i c t u r e a s t o h o w n c g o t i a t o n s 
w i t h M N C s m i g h t b e c o n d u c t e d a n d w h a t i s t h e c i r c u m s t a n c e t h a t m g h t 
s u r r o u n d t h e s e n e g o t i a t i o n s . T h e s e q u e s t i o n c a n b e p o s e d m o r e r c a l i s t i t a l l y 
b y a s s e s s i n g , e v e n r o u g h l y , s o m e p o s s i b l e I n d o n e s i a n i n t e r e s t w h i c h c a n 
b e k e p t i n m i n d a s a b a s i s o f n e g o t i a t i o n . I p r o p o s e t h a t w e v i c v / i t 
f r o m t h e p e r s p e c t i v e o f : 

1 . I n d o n e s i a n i n d u s t r i a l i z a t i o n s t r a t e g y w h i c h i n s o m e f o r m 
a n o t h e r m u s t c o n s i d e r p o l i c i e s o n : 

a ) , h i g h t e c h n o l o g y c a p i t a l i n t e n s i v e s e c t o r s . 

b ) . e m p l o y m e n t a b s o r p t i o n . , 

c ) . f o r e i g n e x c h a n g e e a r n i n g . 

2 . P r o b l e m s o f t r a d e a n d a c c e s s t o m a r k e t s o f t h e d e v e l o p e d c o u n t 
f o r p r o d u c t s m a n u f a c t u r e d i n L D C s a n d h o w M N C s c a n h e 

3 . T e c h n o l o g i c a l t r a n s f e r a n d t h e r o l e o f M N C s i n t h a t p r o o ; s s . 

W h a t p r e p a r a t i o n s a n d w h i c h f r a m e w o i k c a n b e r e g a r d e d a s a p p r o p r i a t e 
f o r I n d o n e s i a t o o b t a i n a f a v o r a b l e n e g o t i a t i n g p o s i t i o n i n d e a l i n g w i t h 
t h e M N C s i f t h e a b o v e a r e t h e o b j e c t i v e s ? 

n 

o r 

l e s 
p ; 

to T h e I n d o n e s i a n F i r s t F i v e Y e a r P l a n w a s d e v o t e d a l m o s t w h o l l y 
s t a b i l i z a t i o n , t o t h e r e h a b i l i t a t i o n o f t h e c o u n t r y ' s d e l a p i d a t e d i n f 
s t r u c t u r e a n d t o t h e r e v i t a l i z a t i o n o f t h e a g r i c u l t u r a l s e c t o r . H o w e v e r , 
a t s o m e p o i n t i n t h e f u t u r e , a d i s t i n c t l y c l e a r i n d u s t r i a l p o l i c y w i l l hive 
t o h e f o r m u l a t e d a s w e l l , a n d t h e c o m i n g F i v e Y e a r P l a n a n d b e y o n d 
w i l l b e a p e r i o d i n w h i c h I n d o n e s i a c a n b e g i n t o f o r m u l a t e h e r i n d u s t r i a l 
p o l i c y i n i n c r e a s i n g l y m o r e e x p l i c i t t r e m s . 

W i t h o u t g o i n g i n t o t h e s p e c i f i c c o n t e n t o f a n i n d u s t r i a l i z a t i o n s t r a 
g y ( w h i c h i n a n y c a s e i s y e t t o b e f o r m u l a t e d ) , o n e c a n a t l e a s t b e d i i i 
t o t r y t o s y n t h e s i z e a n u m b e r o f s c a t t e r e d t h o u g h t s i n t o s o m e c o h e r e n t 
f r a m e w o r k . I n e s c a p a b l y , a s a s t a r t i n g p o i n t , t h e r e w o u l d b e , s o o n e r 
l a t e r , a r e c o g n i t i o n t h a t t h e d e m o g r a p h i c p r e s s u r e w i l l i m p o s e u p 
t h e c o u n t r y s e v e r e e m p l o y m e n t p r o b l e m s i n t h e y e a r s t o c o m e . W h e i l e 

e -

o r 
) n 
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a s t h e g r e a t e s t c o i l c e n t r a t l o n o f t h e p o p u l a t i o n i s i n t h e a g r i c u l t u r a l 
s e c t o r , i t i s a l s o t h e s e c t o r w h e r e t h e g r o w t h r a t e i s l i k e l y t o b e r e l a t i v e l y 
l o w . I n s o f a r a s a g r i c u l t u r a l d e v e l o p m e n t a l o n e i s n o t l i k e l y t o e a s e 
t h e p r o b l e m o f e m p l o y m e n t , t h e l o g i c c a l l s f o r a s e l e c t e d p r o g r a m o f 

d i v e r s i f i c a t i o n a n d / o r i n d u s t r i a l i z a t i o n , e i t h e r a s a n i m p o r t a n t a n d g r o w ­
i n g s u p p l e m e n t , o r e v e n a s a n a l t e r n a t i v e . A c c o r d i n g l y , a d e c i s i o n m u s t 
b e t a k e n i n n o t t o o d i s t a n t a f u t u r e c o n c e r n i n g p r e c i s e l y h o w i n d u s t r i ­
a l i z a t i o n i s t o b e c a r r i e d o u t a n d w h a t a r e t o b e t h e i n d u s t r i e s w h i c h 
m a y b e e n c o u r a g e d f o r t h e l o n g - t e r m . 

A n d i n d u s t r i a l i z a t i o n a s a p r o c e s s i m p l i e s a t s o m e p o i n t t h e o p t i o n 
o f a l l o w i n g f o r e i g n i n v e s t m e n t t o c o m e i n . H o w t h a t p r o c e s s i s t o b e 
r e g u l a t e d i s a m a t t e r o f p o l i c y c h o i c e a n d p o l i t i c a l d e c i s i o n . A n d i ' o r c i g i i 

i n v e s t m e n t t o a l a r g e m e a s u r e i s d i r e c t l y l i n k e d w i t h t h e o p e r a t i o n s o f 
t h e M N C s , t h o u g h M N C s a s a p h e n o m e n o n i n t u r n i s n o t o n l y a q u e s t i o n 
o f i o r c i g n i n v e s t m e n t a s w e h a v e s e e n a b o v e . A s R a y m o n d V e r n o n s t r e s s e s , 
s o m e 8 0 p e r c e n t o f U . S . d i r e c t i n v e s t m e n t s i n d e v e l o p i n g c o u n t r i e s c o m e s 
f r o m U . S . b a s e d m u l t i n a t i o n a l c o r p o r a t i o n s . ' ) A n d s i n c e t h e l a r g e s t h o l d e r s 
o f f o r e i g n d i r e c t i n v e s t m e n t s h a p p e n t o b e A m e r i c a n M N C s , t h e q u e s t i o n 
o f f o r e i g n i n v e s t m e n t s i s a q u e s t i o n o f d e a l i n g w i t h m u l t i n a t i o n a l c o r ­
p o r a t i o n s . I n A s i a t h i s r e a l i t y i s s u p p l e m e n t e d b y t h e e m e r g e n c e o f 
J a p a n e s e m u l t i n a t i o n a l s w h o s e a c t i v i t i e s r e c e n t l y h a v e a l s o b e e n n o t i c e -
a o l e . T h u s i o r g o v e r n m e n t s o f L D C s , t o n e g o t i a t e o n m a t t e r s o l t o r e i g n 
i n v e s t m e n t s i s t o n e g o t i a t e w i t h M N C s , a n d o n l y s e c o n d a r i l y , ( t h o u g h 
s t i l l i m p o r t a n t ) w i t h t h e i r " h o m e g o v e r n m e n t s " . 

T h u s a l t h o u g h t h e e x e r c i s e o f f o r m u l a t i n g a n i n d u s t r i a l i z a t i o n s t r a ­
t e g y h a s n o t b e e n c o m p l e t e d i n t h e c a s e o f I n d o n e s i a , i t i s i m p e r a t i v e 
t h a t t h e q u e s t i o n o f h o w t o d e a l w i t h M N C s b e e x a m i n e d c a r e i u i l y a s 
w e l l . A c c o r d i n g l y , i t i s e s s e n t i a l t h a t a n e x a m i n a t i o n b e a t t e m p t e d t o 
s e e k f o r w a y s i n w h i c h I n d o n e s i a m i g h t n e g o t i a t e w i t h t h e M N C s e f i e c -
t i v e l y . A n d t o d o s o , i t i s e s s e n t i a l t o g r a s p t h e u n d e r l y i n g f e a t u r e s 
o f M N C o p e r a t i o n s a s w e l l a s t h e i r d i v e r s e c h a r a c t e r i s t i c s , a n d h o w 
t h e y m i g h t e v o l v e i n a c h a n g i n g i n t e r n a t i o n a l e n v i r o n m e n t . I t i s f o r 
t h i s p u r p o s e t h a t a t y p o l o g y o f t h e i r c h a r a c t e r i s t i c s i s u s e f u l . 

A n d i t i s e q u a l l y i m p o r t a n t t o r e c o g n i z e t h a t t h e w i d e r a n g e o f 
a g r e e m e n t s w h i c h m i g h t b e r e a c h e d b e t w e e n g o v e r n m e n t s a n d M N C s 
r e q u i r e t h a t a n e g o t i a t i n g a t m o s p h e r e b e a l l o w e d t o f l o u r i s h . I n t h i s 

7) Raymond Vernon, The Operations of Multinational United States Enterprises in 
Developing Countries : their Role in Trade and Development, (New York, TJie 
United Nations, 1972) U . N . Document T D / B / 3 9 9 . U N C T A D . p. 1. 
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constellation of negotiations. M N C s and governments would understand 
ably follow their own overall strategies. While M N C s increase theii 
global outlook, nation-states will of course have to attempt co harmonizi 
their policies among each other because purely national policies wouk 
become increasingly ineffectual. Moreover, the smaller the nation-stat: 
the more agile its negotiating capabilities have to be. In this respect, 
it is interresting to note that it is precisely in this game that M N C ? 
have had more experience. I 

Table 1 , indicates a probable stand of a number of participants or 
players in world economic decision regarding a number of important 
issues. This widening of the scope of the "game" permits nation-states 
to seek pay-offs and concessions on fields which may not have anythin ; 
directly to do with a particular on-going negotiation. And so long £s 
the nation-states think in strategic terms, particular decisions and negc-
tiations can and must be placed within the global context of what the 
nation-state can extract in a series of negotiated settlements. In th s 
consieilation. it is not a surprise that in a given issue some governmcn s 
will make alignment with one or more M N C s against another alliance b e -
ween other governments and other M N C s . In turn some internation il 
organizations may also split into siding wich one or another set of alliancis 
in the negotiation. 

More interestingly there will be cases where an M N C might si( e 
with foreign governments on the opposite side of its "home" government. 
In some instances, such as the case of the oil industry, this is indei d 
raking place, particularly in the "energy crisis", where producing countri :s 
and the M N C s have a mutual interest in keeping oil prices reasonably 
high and supply scarce in some instances. And it is noteworthy thtt 
the oil M N C s have been attacked for siding with the oil producing coui-j 
tries rather than with the oil consumer countries in the rich Weste-p 
world.*") i j 

As for the O P E C member-states, given their seemingly favoralle 
position it should be used, sparingly but wisely, to negotiate with t i e 
consuming countries on mutual accomodation and long-range agreemei 
on industrial division of labor which in the long run might envisage 
easier entries for manufactured products of the L D C s to the consuming 

«) M.A. Adelman, " Is the Oil Shortage Real ? — O i l Companies as O P E C Tax-
Collectors". Foreign Policy (Winter, 1972-3J. 
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Table 1 . Possible Diversity of Positioii of Sutes and MNC 
c n Cntcial Economic Issues. 

Parties 

Issues " ^ - i . . ^ ^ Commission 
T n / 4 s i T i / S i i o l 

E E C Government 
1 T ^ V.J. 

Government M N C 

Private 
European 

MNC MNC Government 

Trade Policy 

Aid to Underdeveloped 
countries 

Stwth Africa 
Investment 

Ifelation with 
k The U.S. 
ssF'-i-'--

East-West Trade 

East-West 
. Iitvestment 

Enviranment 
Conttol 

N o t e : The table is deliberately left empty for illustrative purposes to indirate that positions can shift depending on particular 
issues. More importantly the alliance system will be composci of nation-states, MNC s international organization 

T siding in one group in facing another set of nation-states, MNC"s international organization and other structures which may­
be the opposing parties on particular issues. 



est 
ght 

be 
ant 

countries.") This presupposes that L D C governments take active inte 
in i wide range of international negotiations which- in the past m 
be taking place in an uncoordinated manner but which must now 
integrated in a flexible but clearly explicit strategy. It is also impor 
to stress that the effort should not be left to the traditional diplomjatic 
machinery which in most countries is singularly unequiped to ha idle 
this kind of activities. For the relevant state economic machineries (plan­
ning agencies, ministeries of finance, the central banks and trade miiiist-
liis) in the L D C s , it is perhaps time to view the matter of direct imesr-
inciits and technological transfers in a more integrated format. Same 
systematization of negotiations with M N C s and with govenrment! of 
tlic advanced countries can begin to he used as an exercise to seek for 
optimum policy al a given time. So long as the relations between M N C s 
and nation-states are not viewed as antithetical then the questioi of 
give-and-take is still very much the operating rule. Kindleberger sufgest 
the uses of game theory to summarize options available to the "players" 
in a negotiation between M N C s and nation-states. Corporations have 
practiced this exercise for a long time. It is time that L D C governn ents 
begin to think in those terms as well. In fact a two-player non-zero sum 
game can he used as a matter of policy exercise, as suggested by Ki idie-
heiger.'") 

The extent to which the nation-state in the less-developed vjvorld 
might be able to actually exercise its options might depend on the 
iDiitro! it has of its own aparatiis, but also, on the intimate know edge 

the ol the workings of M N C s and of their "home governments" anc 
forces in the countries where the headquarter of these enterprise; are 
located, countries which, incidentally, are also likely to be majo aid 
donors -— that is, the advanced industrial countries of great ecoi|omic 
power. 

But once a strategy is understood, there still remains the lajsk to 
assure constant monitoring of the interests of the L D C s in the advinced 
industrial countries. Table 2 illustrates a sample of what must be known 

») Iran has leen so far a pioneer in the effort to be engaged in "down-s xeam 
investment. A jcint-venture has been agreed upon between state-owned National 
Iranian Oil Co. and the Ashland Oil Co. in which Iran has a 50 percent i 
in Ashland s New Ycrk refinery, petrcchemical and service station opeiations. 
The company can later serve as the marketing unit for Iranian non-pet :oleum 
produces as well in some future dive-sification effort. See. Murrey Marder, 
U.S. C i l Company sign 50-50, Well to-Pump' Deal" . , Internatloiul 
Tribune. (July, 26. 1973) and Marylyn Berger. "Iran. U.S. Oil Firms Sharlrjg Seen 
as Patterns in Industry".. Intemational Herald Tribune, (July 27, 1973). 

>") C P . Kindleberger. American Business Abroad : Six Lectures on Direct Invebtmcnt, 
(New Ha-en. Yale University Press, 1969) pp. 150-1 and pp. 173-8. 
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j Table 2. Transnational Decision and Some Power Locus 
j SA ' in the American Economic Map. 
' ^ 1 

D D ~ ~ - — S e c t o r s 
Issues ^oMndustry Textile Electronic Aerospace Petroleum Agriculture 

• Foreign 

Foreign Aid 

rciU~ 
Devaluation 

T Monetary Reform 

Domestic PoDcy 

Note : The different sectors above have a different attitudes toward the issues cited. They are not equally vigorous or 
profitable. Some, like the electronics and aerospace industiies. face a highly competitive market and high-cost R and D. The 
Peuoleum Industry, in view of the "energy cr i r i s " ; is facing a seller's market. Textile and agriculture on the other 
hand are declining sectors facing social dislocation in some areas. Each of these sectors have their own political power. 
Developing countries wishing to negotiate on a number of issues must begin to pay mote attention on the location of 

, , the powers of these sectors so that when an opposition comes from any of these sectors attemps can be made to 
rk dampen the effect by placating one or another sectors. MNC s are no stranger to such practices : nation-states must also 
i , learn to be as flexible. 



i n o r d e r t o n e g o t i a t e w i t h t h e U . S . b a s e d M N C s a n d t h e U . S . g o v e r n m e n t . 
R i g h t l y , m i n i s t r i e s o f f i n a n c e a n d c e n t r a l b a n k s a s w e l l a s t r a d e m i n i s t r i e s 
h a v e r e p r e s e n t a t i v e s a b r o a d t o m o n i t o r c h a n g i n g e x t e r n a l s i t u a t i o n s w h i c h 
m a y a f f e c t t h e h o m e c o u n t r i e s . I n c r e a s i n g l y t h e r e i s t h e n e e d t o i n t e t -
n a t i o n a l i z e p o l i c i e s a n d i n t e r n a t i o n a l o r g a n i z a t i o n s a n d a l s o s e e k t o 
h a r m o n i z e p o l i c i e s o f d i f f e r e n t c o u n t r i e s t o w a r d a c o m m o n l y a c c e p t e d 
r u l e s o f t h e g a m e , i f n o t a l w a y s s u c c e s s f u l l y . T h e e x e r c i s e i n T a b i c 2 
c a n b e e x p a n d e d t o J a p a n e s e - a n d E u r o p e a n - b a s e d M N C s , a s w e l l . 

I l l 

T o d e a l w i t h t h e m a t t e r m o r e c o n c r e t e l y , l e t u s e x a m i n e t i i e T n d o n e s i a r 
s i t u a t i o n i n t h e l i g h t o f t h e c o m i n g M u l t i l a t e r a l T r a d e N e g o t i a t i o n s ( M T N 
d u e t o t a k e p l a c e i n T o k y o i n S e p t e m b e r 1 9 7 3 w h e r e m a j o r t r a d e ( a m 
r e l a t e d ) r e f o r m s a r e t o b e d i s c u s s e d o n a g l o b a l s c a l e . T o b e s u r e , t h ;• 

e c o n o m i c a n d t r a d i n g s u p e r p o w e r s — t h e U . S . , J a p a n , a n d t h e E E C — w i 
f i r s t d i s c u s s , d e c i d e a n d a g r e e a m o n g t h e m s e l v e s a s t o w h a t a r e t o b e t h 
n e w r u l e s o f t h e g a m e f o r t r a d e a n d p a y m e n t s m a t t e r s . T h a t p a r t o f t h 
d e c i s i o n w i l l h e e s s e n t i a l l y a n d n e c e s s a r i l y a p o l i t i c a l d e c i s i o n . W h s 
w i l l h e a g r e e d u p o n i n T o k y o i s e i t h e r a g e n e r a l a c c e p t a n c e o f t r a d e 
e x p a n s i o n w i t h i t s a c c o m p a n y i n g p a y m e n t s m e c h a n i s m s w h i c h m u s t l e i 
r e a d j u s t e d t o n e w r e a l i t i e s , o r , a n e w m o o d o f p r o t e c t i o n i s m . | 

H o w e v e r , p r e c i s e l y b e c a u s e t l i e d e t a i l s h a v e n o t b e e n e x p l i c i t y a g r e t d ; 
u p o n b y t h e m a j o r e c o n o m i c p o w e r c e n t e r s , a g r e a t d e a l o f a l t e r n a t i -e' 
o p t i o n s c a n b e g i n t o b e e x a m i n e d b y L D C s i n t h e c o u r s e o f s e e k i n g f i c 
a n i n t e g r a t e d p o l i c i e s o n t r a d e , i n d u s t r i a l i z a t i o n , e m p l o y m e n t c r e a t i o n a n d 
t e c h n o l o g i c a l a d a p t a t i o n i n t h e i r d e v e l o p m e n t p r o g r a m m i n g . T h e e x a m i n a ­
t i o n o f t h e s e p o s s i b l e o p t i o n s c o u l d t h e n b e u s e d a s a p r e p a r a t i o n i n t l o 
b a r g a i n i n g w h i c h w i l l t a k e p l a c e after the generalized rules of the gat \e-
are agreed upon. 

I n t h e m e a n t i m e , s o m e c a r e f u l t h i n k i n g m u s t b e d o n e a s t o h o w a 
c o u n t r y l i k e I n d o n e s i a i s t o a p p r o a c h t h e b e g i n n i n g o f a n e w e r a o f l n t ; r -
n a i i o n a l e c o n o m i c r e l a t i o n s . I f t h e c l i m a t e a f t e r t h e T o k y o - M T N p r o v e s t o -
b e p e s s i m i s t i c , t h e n a s a m i n i m u m , I n d o n e s i a a n d A S E A N s h o u l d a t l e i s t 
s e e k t o m a i n t a i n e x i s t i n g a c c e s s t o m a r k e t s f o t t r a d i t i o n a l e x p o r t s o f 
p r i m a r y c o m m o d i t i e s e v e n i f t h e m a j o r e c o n o m i c p o w e r s a m o n g t h e m ; e l ­
v e s w i l l c o n d u c t a s e m b l a n c e o f t r a d e w a r . I f , o n t h e o t h e r h a n d , : h e 
c l i m a t e p r o v e s t o b e o p t i m i s t i c , t h e n I n d o n e s i a m i g h t p u r s u e o b j e c t i v e s 
c e n t e r e d o n t h r e e d i s t i n c t m a j o r s e c t o r s r e q u i r i n g t h r e e d i s t i n c t p u t 
i n t e r r e l a t e d p o l i c i e s w i t h i n a s i n g l e f r a m e w o r k o n : 

; E K I . Vol. XXI, No. 3. Sept. 1973. L93-



a), the extractive sector : . . , i i . , .' . .' 
; b ) . m a n u r a c t u r i n g ; 

c ) . t r a d i t i o n a l p r i m a r y c o m m o d i t i e s . ; , , r , v : 

T h e E x t r a c t i v e S e c t o r . • , , . 

T h e e x t r a c t i v e s e c t o r w i l l b e a n i m p o r t a n t s e c t o r f o r f o r e i g n i n v e s t -
- m e n t s t h o u g h i t w i l l n o t b e a s e c t o r w i t h a h i g h c a p a c i t y f o r l a b o r 
a b s o r p t i o n . T o t h e e x t e n t t h a t t h e s e c t o r i s a n i m p o r t a n t f o r e i g n e x c h a n g e 
e a r n e r w h i c h a c c o r d i n g t o a t e n t a t i v e p r o j e c t i o n b y t h e D e p a r t m e n t o f 
T r a d e i s e x p e c t e d t o a m o u n t t o 6 3 . 6 p e r c e n t o f t o t a l e x p o r t b y 1 9 7 9 , i t 
s h o u l d o f c o u r s e b e e n c o u r a g e d . H o w e v e r , t o i t h e e x t e n t t h a t t h i s s e c t o r 
h a s b e e n c r i t i c i z e d a s i n e f f e c t i v e i n d e a l i n g w i t h e m p l o y m e n t p r o b l e m s , i t 
i s a s o u r c e o f e m b a r r a s s m e n t f o r t h e M N C s i n t h e s e c t o r a n d f o r t h e 

• g o v e r n m e n t a l i k e . 

B u t t h e g o v e r n m e n t c a n n o w b e g i n t o t h i n k i n t h e l o n g - t e r m t o a s k 
t h e M N C s t o b e g i n t o v e r t i c a l i z e t h e i r o p e r a t i o n s s o a s t o i n c r e a s e t h e 
v a l u e - a d d e d c o n t e n t o f t h e i r p r o d u c t b e f o r e l e a v i n g t h e c o u n t r y . T o t h e 
• e x t e n t t h a t r e s o u r c e - b a s e d i n d u s t r i e s m i g h t b e a b l e t o b e c r e a t e d f r o m 
t h e e x t r a c t i v e s e c t o r , a g r e e m e n t s w i t h M N C s c a n b e m a d e e x p l i c i t o n t h e 

T u a t i t e r w i t h s p e c i f i c t i m e s c h e d u l i n g . 
S i n c e " m a n y o f t h e r a w m a t e r i a l s e x p o r t e d a r e n o n - r e n e w a b l e r e s o u r -

•ces , a r e - t h i n k i n g m u s t b e d o n e a s t o e x a m i n e t o w h a t e x t e n t a m o r e 
c o n c e r t e d p r o d u c e r s a s s o c i a t i o n l i k e O P E C m i g h t b e c r e a t e d a m o n g s e v e r a l 
c o u n t r i e s i n w h i c h L D C g o v e r n m e n t s c o u l d n e g o t i a t e m o r e e q u i t a b l y w i t h 
p o w e r f u l M N C s . T o a c e r t a i n e x t e n t , i f u s e d w i s e l y , i t c o u l d a l s o b e 
u s e d a s a n e g o t i a t i n g i n s t r u m e n t t o o b t a i n c o n c e s s i o n s i n o t h e r m a t t e r s . 

T i m b e r a n d i t s p r o c e s s i n g i s o n e o f t h e s e c t o r s w h e r e a m o r e c o h e r e n t 
• p o l i c y w i l l b e n e e d e d i n t h e f u t u r e . A t e c h n i c a l r e d e f i n i t i o n o f t h e s t a t e 
e n t e r p r i s e s h o w e v e r , m a y b e r e q u i r e d . W h i l e p r i v a t e i n i t i a t i v e s s h o u l d 
n o t b e s u p p r e s s e d , w h e t h e r t h e y c o m e f r o m t h e d o m e s t i c s i d e o r f r o m 
a b r o a d , n e v e r t h e l e s s t h e s t a t e h a s a r o l e t o p l a y i n t h e s e c t o r . W h i l e t l i c r c 
i s n o n e e d t o p l a c e t h e e n t i r e t i m b e r i n d u s t r y i n t h e b a n d o f a s t a t e 
c o r p o r a t i o n , g i v e n t h e i m p o r t a n c e o f t h e s e c t o r a s a n e w a n d s u b s t a n t i a l 

1 1 ) Because of the particular position of petroleum in the world economy and of 
PERTAMINA as the state petroleum company, Indonesia's position appears 
favorable both with regards to the consuming countries and the foreign oil 
companies. The "energy crisis", even if it may not be as alarming as some have 
argued it to be, has at least assured Indonesia oil. still the more favored because 
of its low sulphur content, a ready market at favorable prices. Moreover, tlie 
formula of productinn-sliaring has placed PERTAMINA, to whom foreign com­
panies are contractors, in a controlling position in oil matters. 
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f o r e i g n e x c h a n g e e a r n e r , a n d g i v e n t h e s c a r c i t y o f t i m b e r i n t h e w o r l d , a 
j u d i c i o u s p o l i c y w h i c h o p t i m i z e s b e t w e e n f o r e i g n e x c h a n g e e a r n i n g s , t h e 
s t i m u l a t i o n o f e m p l o y m e n t c r e a t i o n a n d v a l u e - a d d e d a c t i v i t i e s i n t h e p r o c e s ­
s i n g i n v o l v e d i n a n i n t e g r a t e d f o r e s t b a s e d i n d u s t r i e s o n t h e o n e h a n d a n c 
r e s o u r c e c o n s e r v a t i o n o n t h e o t h e r r e q u i r e s t h a t t h e s t a t e s e t s o u t t c 
o u t l i n e a m a j o r l i n e o f o p e r a t i o n s n o t m e r e l y b y s e t t i n g - u p r e g u l a t i o n ; 
( w h i c h m a y b e d i f f i c u l t t o i m p l e m e n t ) b u t b y a c t i v e l y e n g a g i n g i n t h ! 
i n d u s t r y t h r o u g h i t s s t a t e c o r p o r a t i o n . 

T h o u g h i t i s n o t t h e o n l y s o l u t i o n t o t h e p r o b l e m o f r e s o u r c e m a n a g e -
m e n t , o n e v e r s i o n o f t h e l o g i c w o u l d c a l l f o r t h e c r e a t i o n o f a s t a t e e n t e ' -
p r i s e i n t h e f o r m u l a o f P E R T A M I N A w i t h t h e f o r e i g n t i m b e r a n d f o r e s t ; y 
c o m p a n i e s a c t i n g a s c o n t r a c t o r s . T o b e s u r e t h e m a n a g e m e n t w i l l h a v e j 
t o b e s h a p e d i n a s t r e a m l i n e d f a s h i o n w h i c h m e a n s t h a t m a n a g e m e n t 
c o n t r a c t s f o r s o m e t a s k s w i l l h a v e t o b e a r r a n g e d a t t h e i n i t i a l s t a g e s . 

T h e s t a t e c o r p o r a t i o n w i l l h a v e t o b e c o n c e r n e d w i t h m a r k e t i n g a n d p r o c e 5 -
s i n g a s w e l l . A t t h e p o l i c y l e v e l a s w e l l a s f o r t h e p u r p o s e s o f m a r k e t i r g , 
a j o i n t e f f o r t w i t h o t h e r t i m b e r p r o d u c i n g c o u n t r i e s o f A S E A N a s w ; l l 
a s w i t h N e w Z e a l a n d i s d e s i r a b l e a n d m a y b e e s s e n t i a l . L o g i c a l l y , m 
A S E A N - o w n e d m u l t i n a t i o n a l c o r p o r a t i o n f o r f o r e s t r y p r o d u c t s m a y n o t [ b e 
s o f a r f e t c h e d . 

M a n u f a c t u r i n g . 

T o t h e e x t e n t t h a t s o m e d e g r e e o f i n d u s t r i a l i z a t i o n i s n e c e s s a r y , e v e n 
a t t h i s s t a g e , t o a b s o r b e x c e s s l a b o r f r o m t h e a g r i c u l t u r a l s e c t o r , r h e 
c o u n t r y c a n b e c o m e a n a r e a w h e r e l e s s s o p h i s t i c a t e d a n d m o r e l a b o r -
i n t e n s i v e i n d u s t r i e s m o v e i n f r o m t h e m o r e a d v a n c e d c o u n t r i e s . A l e r -
n a t i v e l y , i t c o u l d b e t h e l o c a t i o n o f c o m p o n e n t s o f v e r y s o p h i s t i c r t e d 
i n s t r u m e n t s w h i c h m u s t b e d o n e i n a l a b o r - i n t e n s i v e w a y . E l e c t r o n i c 
c o m p o n e n t s , w h i c h c o n s i s t o f p a r t s w h i c h m u s t b e p r o d u c e d i n a l a l i o j r -
i n t e n s i v e w a y s h a v e c o m e t o I n d o n e s i a b e c a u s e o f t h e a v a i l a b i l i t y c f j a 
l o w - w a g e t r a i n a b l e m a n p o w e r p o o l . ' 

I n s o f a r a s t h i s i n t e r n a t i o n a l d i v i s i o n o f l a b o r m a y b e e x p a n d e d , ' i t 
w o u l d e n c o u r a g e o r f o r c e I n d o n e s i a t o s e e k f o r m o r e v e n t u r e s w i e r e 
I n d o n e s i a n - m a d e c o m p o n e n t s c o u l d b e p r o d u c e d f o r t h e i n t e r n a t i n n a l 
m a r k e t . T o t h e e x t e n t t h a t s u c h a p r o c e s s c o n t i n u e s , I n d o n e s i a c o u l d s e e k 
f o r w a y s t o i n c r e a s e t h e p a c e o f t e c h n o l o g i c a l t r a n s f e r s . J a c k B a r a n s o n i n 
a n u m b e r o f a r t i c l e s h a s u r g e d t h e L D C s t o n e g o t i a t e w i t h t h e M N C s t o 

i n c r e a s e t h e p a c e o f t e c h n o l o g i c a l t r a n s f e r t h r o u g h s e v e r a l p r o c e s s e ; . I n 
p a r t i c u l a r , L D C s c o u l d i n s i s t o n a " d o w n w a r d e n g i n e e r i n g " s o t h a t 
p r o d u c t i o n i n t h e L D C s o f p l a n t s o w n e d b y M N C s a r e n o t m e r e l y s : a l e d 
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d o w n e d v e r s i o n s o f t e c h n i q u e s p r a c t i c e d i n t h e i n d u s t r i a l c o u n t r i e s , but 
r a t h e r , a d a p t a t i o n s o f p r o d u c t i o n t e c h n i q u e s t o t h e l e v e l o f t e c h n o l o g y 
p r e v a i l i n g i n t h e c o u n t r y . I n o r d e r f o r t h i s p r o c e s s t o b e m e a n i n g f u l l y 
s y s t e m a t i c t h e r e m u s t e x i s t a c o n s c i o u s t e c h n o l o g i c a l p o l i c y f o r d e v e l o p ­
m e n t p u r p o s e s . T h e f a c t t h a t a n e w m i n i s t e r i a l o f f i c e h a s b e e n c r e a t e d , 
t h a t o f t h e M i n i s t e r o f S t a t e f o r R e s e a r c h ( e n c o m p a s s i n g R e s e a r c h a n d 
T e c h n o l o g y ) i n I n d o n e s i a i s a s t e p i n t h e r i g h t d i r e c t i o n . I n d e e d a s a m a t t e r 
o f p o l i c y L D C g o v e r n m e n t s n e e d t o b e g i n t o i n s i s t t h a t R a n d D a c t i v i t i e s 
b e d o n e i n t h e L D C s . 

T r a d i t i o n a l P r i m a r y C o m m o d i t i e s . 

A s a n e x p o r t e r o f t r a d i t i o n a l p r i m a r y c o m m o d i t i e s , I n d o n e s i a a l o n g 
w i t h o t h e r t r o p i c a l c o u n t r i e s ( e s p e c i a l l y t h e A S E A N m e m b e r s ) m u s t b e g i n 
t o t h i n k i n t e r m s o f a l o n g - r a n g e a n d c o o r d i n a t e d s t r a t e g y . B e c a u s e p r i m a r y 
c o m m o d i t i e s a r e s u b j e c t t o p r i c e f l u c t u a t i o n s a n d , s o m e c l a i m , a s e c u l a r 
d e t e r i o r a t i o n i n t e r m s o f t r a d e , a m o r e a c t i v e o u t l o o k f o r m a r k e t s i s 
n e e d e d . T o a s s u r e p r i c e s t a b i l i t y a n d m o r e a g g r e s s i v e s e a r c h f o r m a r k e t s , 
f o r m e r M i n i s t e r o f T r a d e P r o f . S u m i t r o D j o j o h a d i k u s u m o h a s a t t e m p t e d t o 
d e v i c e a m o r e a c t i v e s y s t e m b y c r e a t i n g j o i n t - m a r k e t i n g c o m p a n i e s a b r o a d 
i n c o o p e r a t i o n w i t h e s t a b l i s h e d c o m m o d i t y t r a d e r s i n t h e a d v a n c e d 
c o u n t r i e s t o m a r k e t I n d o n e s i a n p r i m a r y c o m m o d i t i e s . " ) 

I n t h e p r a c t i c e o f c o m m o d i t y t r a d e , i t i s i n t e r e s t i n g t o n o t e t h a t t h e 
d e v e l o p i n g c o u n t r i e s f a c e t h e i n t e r v e n t i o n o f t r a d i n g M N C s i n a n u m b e r 

o f c a s e s . I n t h e f i e l d o f c o f f e e i t w a s i n t e r e s t i n g t o n o t e t h a t i n 1 9 7 2 
B r a z i l , t h e l e a d i n g c o f f e e e x p o r t e r , c o u l d n o t f u l f i l l h e r q u o t a b e c a u s e o f 
a b a d h a r v e s t . R a t h e r t h a n d i v i d i n g t h e r e m a i n i n g q u o t a , t h e B r a z i l i a n s 
w a n t e d t o l i m i t t h e a l l o c a t i o n o f u n u s e d q u o t a s o n l y a m o n g a s e l e c t 
p r o d u c e r - c o u n t r i e s k n o w n a s t h e " G e n e v a G r o u p " a n d k e e p t h e p r i c e s h i g h . 
I t w a s r e v e a l i n g t h a t s o m e M N G s w i t h b r a n c h e s i n A f r i c a a n d i n B r a z i l 
s i m p l y m o v e d A f r i c a n c o f f e e t o B r a z i l a n d e n t e r e d t h e c o f f e e t o t h e c o n ­
s u m i n g c o u n t r i e s a s B r a z i l i a n p r o d u c t . 

2) Jack Baranson, "The Chan!;insr Role of M N C s in Technological Adva nccments 
of L D C s", Atlanta Economic Review, (September, 1972); "Technological Transfer 
and the Developing World : Conflict and Accomodation", paper presented to tJie 
International Conference on Asia and the Western Pacific : Canberra, April 16, 
1973 ; "Technology Transfer Through the International Firm" , The American 
Economic Review ; (May, 1970) and ' Diesel Engine Manufacturing : Uie-Aiitomation 
in India and Japan", Automation in Developing Countries, (Geneva, ILO, 1972). 

') Sumitro Djojoiiadikusumo, Kebijaksanaan di Bidang Ekonomi Perdagangan, 
(Jakarta, Jajasan Penjuluh Penerangan Perdagangan. 1972) pp. 76 — 8. 
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F o r A S E A N c o u n t r i e s , t h e t i m e m a y c o m e i n t h e n e a r f u t u r e t h a t 
i t s o w n M N C b e c r e a t e d t o s a f e g u a r d a c c e s s , t o m a i n t a i n q u a l i t y a n d t ) 
s t a b i l i z e p r i c e s i n m a t t e r s o f c o m m o d i t y , b a c k e d b y a n e f f e c t i v e r e g i o n a l l y 
o w n e d t r a n s p o r t c o m p a n y . 

T h u s a s a m a t t e r o f s t r a t e g y I n d o n e s i a h a s t h r e e b a s i c o p t i o n s 

1 . t h e n a i v e o p t i o n t o c l o s e a l l a r e a s f o r 
f o r e i g n i n v e s t m e n t s a n d t h u s a v o i d h a v i n g 
a n y t h i n g d i r e c t l y t o d o w i t h M N C s e x c e p t 
t o i m p o r t s e l e c t e d c o m m o d i t i e s t h e y m a n u f a c t u r e 

2 . t h e e q u a l l y e x t r e m e o p t i o n t o o p e n t h e 
b o r d e r f o r a l l o p e r a t i o n s w i t h m i n i m u m 
g o v e r n m e n t i n t e r v e n t i o n . E v e n C a n a d a h a s 
d e p a r t e d f r o m s u c h a n o p t i o n ; 

3 . t h e o p t i o n f o r s e l e c t i v e o p e n i n g . 

T h e f i r s t t w o o p t i o n s o f e i t h e r t o t a l l y c l o s i n g o r t o t a l l y o p e n i n g 
t h e b o r d e r l o f o r e i g n i n v e s t m e n t s h a v e t h e b e a u t y o f s i m p l i c i t y . T l e y 
r t i l i i i r e n o g o v e r n m e n t e f f o r t b e y o n d t h e s i m p l e d e c i s i o n t o p e r m i t 
a l l f o r e i g n i n v e s t m e n t s o r t o p r o h i l n t t h e m . N o s u b s e q u e n t d e c i s i o n i s 
n e e d e d a n d d i e s t a t e m a c h i n e r y i s n o t r e q u i r e d t o d i r e c t p o l i c y . H u t 
t h e c o n s e q u e n c e s a r e e x t r e m e a s w e l l . 

T h e t h i r d o p t i o n , t h a t o f s e l e c t i v e o p e n i n g m a y r e q u i r e m a r e 
e f f o r t s o n r h e p a r t o f t h e s t a t e m a c h i n e r y . B u t i t p l a c e s t h e l o c u s o f 
d e c i s i o n m a k i n g i n t h e h a n d s o f t h e g o v e r n m e n t w h i l e b e n e f i t i n g f i o m 
t i i e o p e r a t i o n s o f M N C s i n t h e p r o c e s s o f f o r e i g n i n v e s t m e n t . T h e p : i c e 
i s t h a t i t r e q u i r e s t h e g o v e r n m e n t , t h r o u g h i t s s t a t e m a c h i n e r y t o t a k e 
a m o r e a c t i v e i n t e r e s t i n t h e p r o c e s s o f i n v e s t m e n t a n d i n d u s t r i a l i z a ' i o n 
a t a l l l e v e l s a n d s t a g e s . I t h a s a s i t s f e a t u r e t h e n e e d f o r g o v e r n n i i n t s 
t o c o n c e n t r a t e i t s a t t e n t i o n o n t h r e e p r o b l e m a r e a s . 

F i r s t o f a l l t h e r e i s a n e e d f o r a p o l i c y d e c i s i o n t o e x c l u d e f o r t i g n 
i n v c s i m e n t s f r o m s p e c i f i c s e c t o r s w h i l e e n c o u r a g i n g t h e m i n o d e r s . 
l i i i s o f c o u r s e c a n n o t b e d o n e m e a n i n g f u l l y u n l e s s t h e r e i s a n o v e r a l l 
s t i a t e g y . B u t w h e n i t i s a d o p t e d t h e n t h e t a s k c a n b e m a d e q i o r e 
s p e c i f i c . 

w a s 14) For some clarification on several ideas of an A S E A N M N C , one which 
particularly of interest to Prof. Sumitro, see Departemen Perdagangan, Penje-
lasan Mengenai Pandangan Menteri Perdagangan Tentang Multinational Carpo-
ration (Bangkok, Perwakilan Departemen Perdagangan RI , August 23, 1971)-
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S e c o n d l y , t h e s e c t o r s w h e r e f o r e i g n i n v e s t m e n t s a r e e x c l u d e d f r o m 
o p e r a t i o n s h o u l d n o t i n t u r n b e l e f t i g n o r e d . W h e r e n e c e s s a r y , t h e 
s t a t e m u s t b e g i n t o u n d e r t a k e a c t i v e i n t e r e s t s b y w a y o f c r e a t i n g v e n ­
t u r e s i n t h e f o r m o f s t a t e c o r p o r a t i o n s . W h i l e a t t e m p t s s h o u l d n o t b e 
m a d e t o h a v e t h e s t a t e t a k e a n e x c l u s i v e c o n t r o l o f e v e r y t h i n g , i t s e e m s 
i n e s c a p a b l e t h a t t h e s t a t e c o n t i n u o u s l y s e e k f o r s t r a t e g i c l e v e r a g e - p o i n t s 
s o t h a t t h e d i r e c t i o n o f t h e e c o n o m y c a n b e g u i d e d a l o n g g e n e r a l l i n e s 
w i t h o u t s t i f l i n g t h e e c o n o m y b y e x c e s s i v e d a y t o d a y a d m i n i s t r a t i v e 
i n t e r v e n t i o n . T h e s t a t e c o r p o r a t i o n s , o f w h i c h P E R T A M I N A i s a p r o t o ­
t y p e , c a n b e m a d e t o s e r v e a s c a t a l y t i c a g e n t s t o d i r e c t a n i n c r e a s ­
i n g l y " m i x e d e c o n o m y " . 

T i m b e r f o r e x a m p l e , a s m e n t i o n e d a b o v e , c a n i n t h e i n t e r m e d i a t e 
f u t u r e o f f i v e t o s i x y e a r s b e a l l o w e d t o e v o l v e w h e r e t h e m a j o r b u t 
n o t t h e e x l u s i v e d r i v i n g f o r c e w o u l d b e a s t a t e c o r p o r a t i o n i n t h e 
m o d e l o f P E R T A M I N A t o w h i c h n e w o c , e v e n s o m e e x i s t i n g h o l d e r s o f 
c o n c e s s i o n s w o u l d b e c o n t r a c t o r s t o t h e c o r p o r a t i o n i n c h a r g e o f i n t e ­
g r a t e d f o r e s t - b a s e d i n d u s t r i e s . 

T h i r d l y , i n t h e f i e l d o f m a n u f a c t u r i n g a n d m a n y o f t h e s e r v i c e s 
a s w e l l , n a t i o n a l p o l i c y o n i n v e s t m e n t s o f t h e m u l t i n a t i o n a l c o r p o r a t i o n s 
o u g h t n o t t o b e c o n f i n e d t o e x a m i n i n g j o i n t - v e n t u r e s a n d d i r e c t i n v e s t ­
m e n t s . A m o r e i m a g i n a t i v e a r r a n g e m e n t c o u l d a n d s h o u l d b e s o u g h t 
w h e r e a w h o l e s p e c t r u m o f f o r m u l a s t o p r o f i t f r o m j o i n t e f f o r t s w i t h 
t h e M N C s c o u l d b e c o n s i d e r e d . T h e r a n g e o f p o s s i b i l i t y f o r m u t u a l l y 
b e n e f i c i a l a r r a n g e m e n t s i n c l u d e s n o t o n l y t h e t r a d i t i o n a l f o r m u l a o f d i r e c t 
i n v e s t m e n t s b u t m o r e i n t e r e s t i n g l y a l s o l i c e n s i n g a r r a n g e m e n t s , m a n a g e ­
m e n t c o n t r a c t s , t u r n k e y p r o j e c t s _ a s w e l l a s e q u i t y j o i n t - v e n t u r e s . T h i s 
w o u l d e n s u r e t h a t a p r o j e c t i n w h i c h M N C s a r e i n v o l v e d w o u l d n o t 
n e c e s s a r i l y r e q u i r e t h e h o s t c o u n t r y t o a c c e p t p a c k a g e d - d e a l s w h i c h i n ­
v a r i a b l y a r e m o r e e x p e n s i v e t h a n t h e m o r e s e l e c t i v e p o l i c i e s . M o r e o v e r , 
b y b r e a k i n g t h e p r o c e s s i n t o c o m p o n e n t s t h e h o s t c o u n t r i e s c o u l d h a v e 
a n e a r l y a s s e s m e n t o f f u t u r e e x p o r t p o s s i b i l i t i e s d e r i v e d f r o m t h e i n v e s t ­
m e n t s o f t h e s e c o r p o r a t i o n s a s w e l l a s a c l e a r e r v i e w o f t h e s t a g e s 
a n d e x t e n t t o w h i c h t e c h n o l o g i c a l a n d n i B n a g e r i a l t r a n s f e r s c o u l d b e 
d o n e i n p r a c t i c e . 

I V 

R e l a t i o n s b e t w e e n g o v e r n m e n t s a n d M N C s h a v e e v o l v e d i n t o g 
s t a t e o f c o m p l e x i t y w h i c h m a k e i t i r r e l e v a n t a n d u s e l e s s t o t h i n k o f i n ' 
s i m p l i s t i c t e r m s . A l t h o u g h i t i s t e m p t i n g t o a r g u e c i t h e r w h o l e h e a r t e d l y 
a g a i n s t t h e M N C s i n f a v o r o f e c o n o m i c n a t i o n a l i s m o r t o a r g u e t h e 
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o p p o s i t e , a n d w h o l e h e a r t e d l y f a v o r o f t h e M N C s , d i s m i s s i n g n a t i o i a l ' 
s o v e r e i g n t y a s a n a c h r o n i s m , t h e o p e r a t i n g r e a l i t y i s m o r e s u b t l e . B u t 
o n e t h i n g m u s t b e k e p t i n m i n d . T h e o p e r a t i n g r e a l i t y o f w o r l d p o l i t i c a l 
e c o n o m y r e q u i r e s t h a t g o v e r n m e n t s t a k e a n i n c r e a s i n g l y m o r e a c t v e 
i n t e r e s t i n e c o n o m i c m a t t e r s . T h a t g o e s e v e n T o r t h e m o s t " l i b e r a l " a i d 
l a i s s e z - f a i r e m i n d e d . 

W h a t i s m o r e , t o a n i n c r e a s i n g l y e s c a l a t e d d e g r e e , n a t i o n - s t a t e s m i s t 
c o o r d i n a t e a n d h a r m o n i z e p o l i c i e s w i t h o t h e r s t r u c t u r e s . I c m e a n s t h a t 
t h e y m u s t n o t o n l y n e g o t i a t e w i t h o t h e r n a t i o n - s t a t e s . T h e y m u s t a s o 
n e g o t i a t e w i t h s t r u c t u r e s o t h e r t h a n n a t i o n - s t a t e s - w i t h M N C s , i n t ; c -
n a t i o n a l o r g a n i z a t i o n s , l a r g e f o u n d a t i o n s attd s o o n . A l l t h i s , t o g o v e n -
n i c n t s o f n a t i o n - s t a t e s , i s a n e s c a l a t e d v e r s i o n o f m a n a g e m e n t . I n o r d e r 
t o h e a b l e t o f a c e t h e c h a l l e n g e o f M N C s a s o u t g r o w t h s o f a t e c h n o l o g i : a l 
a n d m a n a g e m e n t r e v o l u t i o n — i n t h e f a c e o f a u n i v e r s e o f e c o n o n i c 
i n i p e r i e c t i o n s , n a t i o n - s t a t e s m u s t p a r t i a l l y f a c e t h e c h a l l e n g e t e c h i | i o -
l o g i c a l l y a n d m a n a g e r i a l l y a s w e l l . 

I n t h i s e n v i r o n m e n t , t h e n a t i o n - s t a t e s m u s t l e a r n t o b e m o r e a g i l e 
i n m a t t e r s o f n e g o t i a t i o n s . W h e r e t h e M N C s e x e r c i s e t h e i r d e c i s i o n - m i k ­
i n g a c t i v i t i e s b y a n i n c r e a s i n g l y m o r e s o p h i s t i c a t e d m t i l t i s t r a t e g y : n d 
n i u l l i p l a y e r g a m e s o f m a n a g e m e n t , a n e q u i v a l e n t e x e r c i s e m u s t b e g i n t o 
b e f o r m u l a t e d b y p l a n n i n g a g e n c i e s , m i n i s t r i e s o f f i n a n c e , c e n t r a l b a n k s , 
t r a d e m i n i s t r i e s . A s t o t h e s u b s t a n c e o f t h e c h a l l e n g e o f t h e M N C . i f a s 
I ' e r l i m i t t e r s u g g e s t s , t h e n o n - c o m m u n i s t t r a d e a c t i v i t i e s w i l l b e d o m i n a : e d 
b y 31M) o r s o M N C s , 2 0 0 o f w h i c h w o u l d b e A m e r i c a n , t h e n g o v e r n m e i t j s 
o f t h e L D C s m u s t a l s o b e g i n t o t h i n k a s a p o s s i b i l i t y t h e c r e a t i o n o 
f e w s t a t e o w n e d m u l t i n a t i o n a l c o r p o r a t i o n s o c M N C s o w n e d b y r e g i o i a l 
g r o u p i n g s s u c h a s A S E A N b u t n o t n e g l e c t i n g t h a t t h e d o m e s t i c n e ; d s 
o f m o s t L D C s r e q u i r e d i f f e r e n t t e c h n i c a l a n d e c o n o m i c c o n s i d e r a t i j i n s 
as w e l l . • 

* * * * 
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