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The momentum for the expansion of international production
continues to hold, though the world economy is currently affected
by a number of factors that could discourage investment, including
foreign direct investment (FDI) by transnational corporations
(TNCs). FDI flows to developing countries declined in 1998, but
that decline was confined to a few countries. Technology flows, as
measured by technology payments, continued to grow, partly
reflecting the increasing importance of technology in the production
process. Cross-border M&As among developed countries have
driven the expansion of FDI flows and international production
capacity in 1998. This suggests that, in the face of diminished
financing and reduced market prospects world-wide, TNCs in the
Triad are concentrating on consolidating their assets and activities
so as to strengthen their readiness for global expansion or survival
once the health of the world economy, including countries affected
by the recent financial crises and their aftermath, is fully restored.

TRENDS

Transnational corporations drive international production ...

International production — the production of goods and
services in countries that is controlled and managed by firms
headquartered in other countries — is at the core of the process of
globalization. TNCs - the firms that engage in international
production — now comprise over 500,000 foreign affiliates
established by some 60,000 parent companies, many of which also
have non-equity relationships with a large number of independent
firms. The TNC universe comprises large firms mainly from
developed countries, but also firms from developing countries and,
more recently, firms from economies in transition, as well as small-
and medium-sized firms. A small number of TNCs, ranking at the
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top, are noteworthy for their role and relative importance in
international production:

The world’s 100 largest non-financial TNCs together held $1.8
trillion in foreign assets, sold products worth $2.1 trillion
abroad and employed some six million persons in their
foreign affiliates in 1997 (see table 1 for the top 50 of those
firms). They accounted for an estimated 15 per cent of the
foreign assets of all TNCs and 22 per cent of their sales.
General Electric is the largest among these TNCs ranked by
foreign assets, holding the top place for the second
consecutive year. Close to 90 per cent of the top 100 TNCs
are from Triad countries (European Union, Japan and United
States), while only two developing-country firms - Petroleos
de Venezuela and Daewoo - figure in the list. While company
rankings may change from year to year, membership in the
list of the 100 largest TNCs has not changed much since 1990:
about three-quarters of the TNCs in the list in 1997 were
already part of the world’s 100 largest TNCs in 1990. Even
the ranking of the top TNCs by their degree of transnationality
(an index reflecting the combined importance of foreign
assets, sales and employment as shares of their respective
totals) has been fairly stable. Automotive, electronics/
electrical equipment, petroleum and chemicals/
pharmaceuticals are the dominant industries to which firms
in the top 100 belong.

The top 50 non-financial TNCs based in developing countries
together held $105 billion in foreign assets in 1997 (see table
2 for the top 25 of those firms). The top companies from
developing countries are less transnationalized than the
world’s 100 largest TNCs. They are domiciled in a handful of
economies: Hong Kong (China), Republic of Korea, China,
Venezuela, Mexico and Brazil. Their industrial composition
is different from that of the world’s top 100 TNCs, with food
and beverages, petroleum, construction and diversified
activities being the most important industries.

The list of the 25 largest TNCs based in Central Europe (not
including the Russian Federation) — published for the first
time in this year’s World Investment Report — identifies a new
nascent group of investors which, together, held $2.3 billion
in assets abroad in 1998 and had foreign sales worth $3.7
billion (see table 3 for the top 10 of those firms). Employment




Tablel. Theworld'stop 50 TNCs,ranked by foreign assets, 1997
(Billions of dollars and number ofemployees)

Ranki ng by Assets Sales Employment  Transnaionality
Foreign Transnationality index?®
assets index? Corporation Country IndustryP Foreign Total Foreign Total Foreign Total (Per cent)

1 84 Genera Electric UnitedStates ~ Hlectronics 974 340 245 908 111000 276000 381
2 80 Ford Mator Company United States ~ Automative 725 254 480 1536 174106  3638R 362
3 4 Royal Dutch/Shell Group®  Netherlands/
UnitedKingdom  Petrdleumexpl. /fref /distr. 700 1150 690 1280 65000 105000 589
4 91 Gereral Motors UnitedStates ~ Automative 00 2289 510 1782 .. 608000 23
5 29 Exxon Corporation United States ~ Petrdeumexpl. /ref /distr. 546 %1 148 1203 80000 65.9
6 1S Toyota Japan Automative 418 105.0 504 885 .. 15903 400
7 54 IBM UnitedStates ~ Conputers 399 815 489 785 134815 269465 537
8 50 VokswagenGroup Gemany Automotive 570 27 660 133906 279892 56.8
9 4 Nestlé SA Switzeland Foodand beverages 316 377 476 483 219442 225808 932
10 71 Daimler-Berz AG * Gemany Automative 309 76.2 461 69.0 74802 300068 41
n 39 Mobi Corporation UnitedStates ~ Petrdleumexpl./ref./distr 304 436 368 643 2200 42700 59.7
12 74 FIAT Spa Italy Automative 300 69.1 202 506 U877 24232 4038
13 16 Hoechst AG Gemany Chemicals 20 340 243 300 .. 137374 765
14 2 AseaBrown Boveri(ABB)  Switzerand Electrical equipment 28 04 3L3 200574 213057 B7
15 9 Bayer AG Gemany Chenicals 303 320 .. 144600 87
16 48 Bif Aquitaine SA France Petrdeumexpl./ref. /distr 267 420 256 423 40500 83700 57.6
17 60 NissanMator Co., Ltd. Japan Automative 265 57.6 278 497 137201 511
18 5 Unieverd Netherlands/
Unitedkingdom  Food and beverages 256 308 448 464 262840 269315 R4
19 5 Seemrens AG Gemany Blectronics %6 67.1 400 606 201141 386000 521
2 10 Roche Holding AG Switzedand Pharmaceuticals 376 127 129 41832 51643 2
21 A Sony Corporation Japan Electronics 482 403 511 .. 173000 628
2 78 Mitsubishi Corporation Japan Dversified 219 67.1 45 1204 8401 36.9
23 1 SeagramCompany Canada Beverages 218 22 94 97 31000 97.6
24 R Honda Motor Co., Ltd. Japan Automoative 215 %65 315 454 109400 641
% 3B BVWAG Gemany Automative 203 318 264 369 52149 117624 60.7
2% 31 Alcatel Asthom e France Electronics 203 419 259 310 189549 64.8
27 8 Philips Electronics N.V, Nethedands Electronics 201 255 330 B5 206236 252263 864
28 21 News Comporation Australia Media 20 307 95 107 28220 728
2 58 Philip Moriis UnitedStates ~ Food/ Tobacco 194 55.9 321 56.1 .. 152000 511
30 2 British Petrdeum (BP)*  UnitedKingdom Petrdeumexpl /ref./distr 192 326 365 713 37600 55650 592
31 57 Hewlett-Packard United States ~ Hlectronics 185 317 238 429 121900 511
2 20 Tota SA France Petrdeumexpl./ref. /distr 252 234 319 54391 732
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Table 1. Theworld's top 50 TNCs, ranked by foreign assets, 1997 (concluded)
(Billions of dollars and number ofemployees)

Ranki ng by As sets Sal es Employment _Transnationality
Foreign Transnationality index@
assets index® Corporation Country IndustryP Foreign Total Foreign Total Foreign Total (Per cent)

3 68 Renauit SA France Automative 183 349 185 %6 45860 141315 457
A4 18 Cableand Wirdless Plc United Kingdom  Telecommunication 216 7.8 115 33740 46550 A7
3B el Mtsu & Co., Ltd. Japan Diversified 179 55 523 126 109%4 358
36 30 Rhone-Pouenc SA Fance Chemicals/phameaceuticals  17.8 215 15 150 68377 65.7
37 55 Viag AG Cemany Dversified 174 R7 159 276 95561 533
38 1 BASFAG Gemany Chenicals 268 239 R2 .. 104979 595
39 8 Itochu Corporation Japan Trading 167 56.8 487 177 2600 8878 333
40 76 Nissholwai Comporation  Japan Trading 166 404 323 755 2068 6398 388
41 2 DuPont E.I.) UnitedStates  Chenicals 166 27 204 397 98000 418
2 25 DiageoPlc United Kingdom Beverages 27 17.6 26 63761 79161 710
43 19 Novartis Switzerdand Pharmeceuticals/chemicals 160 %67 210 215 71403 87239 744
4 [ Sumitomo Comporation Japan Trading/machinery 154 430 151 %62 8694 259
45 83 ENI Group Iltaly Petroleumexpl./ref /distr. 146 294 125 343 23239 80178 317
6 86 Chevron Comporation United States  Petrdeumexpl. /ref /distr. 143 b5 138 206 8610 39362 321
47 52 Dow Chemical UnitedStates  Chenicals 143 236 113 200 42861 564
8 69 Texaco Incorporated United States Petrdeumexpl. /ref /distr. 141 26 23 452 29313 453
49 61 BCEInc. Canada Telecommunication 136 282 155 232 122000 509
50 65 Xerox Comporation United States Photo equipment 135 217 90 182 91400 87
Source:  UNCTAD/Erasmus University database.

2 Theindex oftransnationalty is calculated as the average of threeratios: foreign assets to totalassets, foreign salesto totalsales andforeign
employment to totalemployment.

o

Exchange Commission (SEC).

o

Foreign assets, salesand employmentare outside Europe.

d Foreignassets, sales and employmentare outside the United Kingdomand the Netheriands.
.. Data on foreign assets, foreign sales and foreign employment were notmade avaiable forthe pumpose of thisstudy. In case of non-avaiability,
theyare estimated using secondary sourcesof information oronthe basis of the ratios of foreign to total assets; foreign to total salesand foreign
tototal employment.

*  Mergers between DaimlerBenz and Chrysler, resultingin Daimler-Chryslerand between Britsh Petroleum and Amoco, resuking in BP-Amoco,
are notdocumented yetastheytook place in 1998.

Note: Thelistincludes non-financial TNCs only.In some companies, foreign investors mayhold a minority share of more than 10 per cent.

Industry classification for companies follows the United States Standard Industrial Classificationas used bythe United States Securitiesand
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Table2. Thetop 25 TNCsfromdeveloping countries,ranked byforeign assets, 1997

(Millions of dollars and number ofemployees)

Ranki ng by Assets Sales Empl oyment Transnationality
Foreign Transnationality index?
assets index? Corporation Country IndustryP Foreign Total Foreign Total Foreign Total (Percent)

1 » Petroleos de VenezuelaS. A Venezuela Petroleumexpl./ 9007 47148 32502 34801 11849 56592 445
ref /distr.
2 10 DaewooCorporation Republic of Korea Diversified 22946 .. 18802 50.8
3 4 Jardine Matheson Holdings Ltd.¢ HongKong, China/
Bermuda Diversified 6652 11970 7983 11522 175000 75.0
4 5 First Pacific CompanyLtd. HongKong, China Electronics 6295 11386 7416 8308 40400 51270 744
5 9 Cemex, SA Mexico Construction 5627 10231 2235 3788 10690 19174 56.6
6 7 Hutchison Whampoa, Ltd. HongKong, China Diversified 4978 15086 1899 5754 17013 37100 373
7 7 Sappi Limted SouthAficad Paper 3830 4953 2419 3557 9492 23458 61.9
8 2 China State Construction
EngineeringCorporation China Construction 3730 7230 1530 5420 5496 258195 273
9 14 China National Chemicals
Import and Export Corporation  China Diversified 3460 5810 11240 17880 625 8905 431
10 pal LG Electronics Incorporated Republic of Korea Electronics and
electricalequipment 3158 15431 5175 17640 32532 80370 30.1
n ks YPF Sociedad Anonima Argentina Petroleumexpl./ 3061 12761 91 6144 1908 10002 193
ref /distr.
» D Petroleo Brasileiro S.A. Brazi Petroleumexpl./ . 4233 27 946 41173 44
- Petrobras ref /distr.
B » SunkyongGroup Republic of Korea Diversified 2561 24572 9960 31692 2600 32169 16.6
1 5 Hy undaiEngineering & Republic of Korea Construction R 8063 5405 30981 376
ConstructionCo.
5 Vic] NewWorld Development Co.Ltd. HongKong, China Construction 2060 14030 a0 2580 . 14840 153
16 3 Guangdonglnvestment Ltd. HongKong, China Diversified 1898 3053 676 @4 15080 16500 75.6
7 ] Gitic Pacific Limted HongKong, China Diversified 1834 8733 a2 2154 8262 11800 445
B D PETRONAS- Petroliam Malaysia Petroleumexpl./ . 20990 10055 13000 259
Nasional Berhad ref /distr.
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Table 2. Thetop25TNCs from developing countries,ranked byforeign assets,1997 (concluded)

(Millions of dollars and number ofemployees)

Ranki ng by Assets Sales Employment Transnationality
Foreign Transnationality index?
assets index? Corporation Country IndustryP Foreign Total Foreign Total Foreign Total (Percent)

9 4 Shougang Corporation China Diversified 1600 6640 1040 4390 . 218158 16.2
0 6 Fraser& Neave Limited Singapore Foodand beverages 1578 4273 1230 1912 11461 13131 62.8
2 0 SamsungElectronics Co.Ltd. Republic of Korea Electronics and

electricalequipment R 16 301 13050 . 57817 163
2 16 Singapore Airines Limited Singapore Transportation 1546 9111 3454 4727 2957 13258 374
3 2 Companhia Valedo Rio Doce Brazi Transportation 1509 14332 3320 4744 7432 42456 3R27
2 5 EnersisS.A. Chile Electriicalservices . 14281 . &0 . 14366 282
5 8 AcerIncomporated Taiwan Province of China Diversified 1376 2946 3204 4217 6792 12342 59.2

Source:UNCTAD, FDI/TNC database.

2  The transnationality ndex (Tl) iscalkulated as the average of the sum of three ratios for each TNC: foreign assetsto totalassets, foreign sakes
tototalsales andforeign employmentto totalemployment.
b Industty classffication forcompanies followsthe United States Standard Industrial Classification which is used bythe United States Securiies

and Exchange Commission (SEC).

¢ The company is incorporated in Bermuda andthe group is managed romHong Kong, China.
d  Withinthe context of this st, South Africaistreated as adeveloping country.

Data onforeign assets, foreign sales or foreign employment were not made avaiable forthe pumpose of thisstudy. In case of non availability,
theyare estimated using secondaly sources of information oron the basisof the ratios offoreign to totalassets, foreign to totalsalesand foreign

tototal employment.

Note: Thelist includes non-financial TNCs only. In some companies, foreign investorsmay hold a minority share of more than 10 per cent.
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Table3.The top 10TNCs based in Central Europe,2ranked by foreign assets, 1998
(Millions of dollars and number ofemployees)

nr
—

pjuodas;iodal/xapul/yiodal/ud-oeboequnh -mmm//:sdiy

H)Hll_ Assets Sales Employment Transnationality
index?
)Q‘ poration Country Industry® Foreign Total Foreign Total Foreign Total (Per cent)
m ian Shipping Co. Latvia Transportation 390 5050 2010 2140 1631 2275 815
]] ‘avkaGroup CQroatia Food & beverages/
phamaceuticals 2859 4771 1194 390.2 501 6898 326
~HT :nje Group Slovenia Domestic appliances 2564 6459 6422 11433 607 6717 %0
r'l_'i:': kovas. CzechRepublic  Trade 1636 2625 260.2 349.1 576 1000 64.8
tskaPlovidba, d.d.  Caatia Transportation 1520 167.0 47.¢ 47.0 - 528 %55
-
] 1Group Qroatia Pharmaceuticals 1421 8%.1 3343 4630 1616 6680 317
Kt
JaGroupPlzen CzechRepublic Diversified 1391 9734 150.7 12445 1073 19830 106
=H aAimays d.d Slovenia Transportation 1204 1437 97.7 97.7 - 58 %0
I -Hungarian Ol
Sas Plc. Hungary Petrdeum& maturalgas 1283 28316 2034 2981 628 20140 51
| | ‘as. Kosice Slovekia Iron& steedl 720 14450 0.2 876.0 58 26719 17
NS
> 3y of topTNCs inCentraland Eastern Europe.
Moy ey
|U" L | |:| financial TNCs only. Insome companies, foreigninvestors may hold aminority share of morethan 10 percent.
: )d' responsesreceived fromCroatia, Slovenia, Hungary, Lithuania, Slovakia, Czech Republic, Macedonia (TFYR), Rep.Moldova,
o - aine.
(o} snationalityiscalkulated as the average of three ratios: foreign assets to totalassets, foreign salestototalsales and foreign
© 7" talemployment.
.. tion forcompaniesfolows the United States Standard Industrial Classification asused by the United States Securities and
ission (SEC).
;ales by parentcompany.
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