Multinational Corporations: The Good, the Bad and the Ugly

Part A: Introduction to Globalization and Multinational Corporations

Globalization is the term used to describe the increasing integration of the world, particularly in
terms of trade and economic ties between countries. It is characterized by the removal of trade
barriers between countries and the creation of free trade blocs within large regions, like NAFTA
and the European Union. It is also associated with the domination of world markets by
multinational corporations (MNCs). While countries align themselves through free trade
agreements, multinational corporations bind countries and economies within their corporate
webs.

MNC:s are very large companies which operate in more than one country. Their corporate
headquarters usually remain in their country of origin, while subsidiaries carry on their business
elsewhere. Typically, the parent company is located in a developed country where decision-
making is centralized and branch plant profits flow back to. While the branch plants or
subsidiary companies operate in both developed and lesser developed nations, it is their
behaviour in poorer nations that many global activists and watchdog organizations are most
concerned about. Lesser developed countries (LDCs), in dire need of economic development
and employment opportunities, are more at risk of exploitation.

Host countries face both positive and negative impacts by welcoming MNCs. On the ‘pro’ side,
MNC:s bring some much-needed economic benefits to LDCs, like jobs and increased prosperity.
Weaker economies also gain when introduced to new skills and technology developed in the
industrialized world. Foreign investment helps improve infrastructure, like the building of
transportation and energy networks, health care and water services. Sometimes, MNCs operate
branch plants with better working conditions and less polluting technology than local operations.

On the other hand, MNCs are also notorious for participating in the ‘race to the bottom’, that is,
locating in or ‘out-sourcing’ to the country with the least environmental controls, lesser standards
of health and safety in the workplace, poor records on human rights and the lowest costs for
wages. Multinational corporations tend to be motivated by profit, not social or environmental
considerations. They can easily dominate the economies of LDCs and keep costs and wages low
as they siphon profits ‘offshore’-back to the parent company.

Some multinational corporations are so huge that they have more wealth than some of the
countries they operate in. (For an excellent discussion of MNC vs. national wealth, see
wikipedia.com). Some are so powerful that they routinely interfere in the internal affairs of the
branch-plant countries, poor and rich alike, to suppress legislation that would lessen corporate
profits. And, if some government regulation or public policy does interfere with their bottom
line, they simply pull up stakes and locate in or out-source to another country. Branch plants
will also be the first ones to be closed by the parent company during times of economic
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recession. Host countries have very little bargaining power when threatened by closures or
corporate pull-outs.

However, multinational corporations also have the potential to use their power and wealth to
improve global economic conditions and standards of living, ameliorate working conditions and
put an end to sweatshops, take better care of the environment and even ensure that child
labourers receive an education. We can all monitor the behaviour of MNCs and take action to
encourage them to step up to the plate, to help better the world. With the eyes of the world upon
them, multinational corporations could make globalization a user-friendly term, rather than the
dirty word it often is.

Assignment:

Carry out 4 days of Internet research and analysis of MNCs, by completing Parts B to F, in
preparation for an oral report of your findings to the class.
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Part B: Report on the Operations of a Multinational
To select a multinational corporation (MNC), go to the following (Quick March) website.

http://www.quickmarch.com/WorldBusinessGiants.html

Scroll down to click on a country of your choice, then select an MNC of interest to you (e.g.
Switzerland - Nestle, France - L’Oreal, USA - Kraft) Once you have found the homepage of a

specific MNC, there will be links to the company’s various interests. You will have to explore
the website and/or its site map to find the required information.

1. What corporation have you selected? From which country?

2. What products and services does this corporation sell? What are its ‘brand names’?

3. How does this company try to impress viewers of its website (i.e. what’s its corporate image?
How does the company try to portray itself, or sell itself? Are there any ‘good guy’ boasts or
‘good works’ claims, like environmental programs?)

4. Having looked over the website of this MNC, what are your impressions of this corporation?
Have you formed an opinion based on the website?

5. Does this MNC operate in Lesser Developed Countries? List several.
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Now, go to www.hoovers.com and do a search for your selected company.

Try to follow any links to the company headquarters, rather than subsidiaries.

1. In the space below, record the key information given in Hoover’s Overview for this company.

2. Click on the Key Numbers link, Get more Key Numbers and then scroll down to click on
Basic Financial Information and View more detailed Annual Financials to find the
following data for your company (record the most recent year for which numbers are
available).

a) Revenue/Sales

b) Gross Profit

¢) Gross Profit Margin

d) Net Profit Margin
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Part C: The Ten Worst Corporations of Last Year

Goto  htip:/multinationalmonitor.org/.

1. On the homepage, what are the titles of the main headline articles available as you scroll
down?

2. Click on Archived Issues (right hand side). Then, click on the most recent December issue
to find the list of 10 worst corporations. Then, go to the feature article (usually by Russell
Mokhiber and Robert Weissman) to find the blue list at the top of the page).

1. 6.
2. 7.
3. 8
4. 9
5 10.

3. Inthe space below, write a paragraph giving your reaction to the above list. Do you
recognize any of the company names? Do any of the corporations on this list of the “10
worst” surprise you? Are you skeptical or believing that these corporations ‘behave badly’?

4. Now, select one of the ten, read the report on it and write a synopsis (summary) of why the
authors have found it to be a corporation ‘behaving badly’.
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Part D: The Maquila Solidarity Network

Go to http://www.magquilasolidarity.org/

1. From the homepage of this website, click on About MSN. What is the Maquila Solidarity
Network (MSN)?

2. Click on the Take Action link, then Current Campaigns. List the names the Maquila
Solidary Network campaigns below, with a brief point-form description of the objectives of
each one.

3. Click on the Take Action link again, then Other Actions. List the ‘other actions you can
take’.

4. Click on the Issues link, then Corporate Social Responsibility. List the issues, with a brief
point-form explanation of each.

5. Click the News link and scroll down through the various articles. Find one of interest, click
on the read more arrow to access the complete article. After reading it, write a one- to two-
paragraph synopsis of what the article has to say.

6. Now, click on any other link not already pursued. Identify the link and the information
available there or what you learned from it.
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Part E: The Corporate Hall of Shame

For over 30 years, Corporate Accountability International (formerly Infact) has led public
campaigns against corporations with irresponsible or dangerous actions known to have
devastating impacts on people and their environments. Its first campaign, which ran from 1977
to 1986, challenged Nestlé in the unethical marketing of its infant formula to women in lesser
developed countries who could not afford the product and lacked access to the clean water
needed to mix it. Millions of babies in South America and Africa died from malnutrition from a
diet of overly diluted, contaminated formula. As a result of the Infant Formula Campaign, the
World Health Organization adopted a global code for marketing breast milk substitutes and
Nestlé was forced to change its Third World marketing strategies.

Since that time, Corporate Accountability International (CAI) has led numerous successful
campaigns against corporate “manipulation of public policy” and behaviours which cause
suffering around the world. Its current campaigns challenge water, oil and agribusiness
corporations, as well as the tobacco industry. Additionally, CAI now publishes an annual
Corporate Hall of Shame on its website. )

Depending upon the time of year, the website will either be asking for you to vote for the three
corporations which are “the most abusive, manipulative and harmful” or be reporting on the
results of the poll. The dishonourable stories behind the nominees and inductees to the Hall of
Shame are provided in both summary and full text form.

Go to http://www.stopcorporateabusenow.org

Click on a link to the Corporate Hall of Shame. Read the summaries about the corporations
which have either been nominated for or inducted into the Corporate Hall of Shame. Report on
the current year’s inductee or the nominee which you would vote for. What actions led this
corporation to be nominated or inducted?
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Part F: Analysis of MNC Research

In the space below, write a 5-paragraph essay analysis of your research into multinational
corporations and the criticisms against them. What have you learned about their operations in
lesser developed countries? Do you think that watchdog organizations like the Maquila
Solidarity Network, Multinational Monitor and Corporate Accountability International are doing
worthwhile work? Does the everyday consumer have a role to play in putting pressure on MNCs
to operate ethically? Will our actions make a difference? Give reasons to support your point of

view.
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Appendix B: Optional Extension Activity

Teacher Backgrounder on Showing The Corporation

An optional extension activity to the unit Multinational Corporations: the Good, the Bad and the
Ugly is to show the award-winning TVO film The Corporation. Parts 1 and 3 are of particular
significance to a study of multinational corporations.

The first part of The Corporation, “The Pathology of Commerce”, poses the question: If a
corporation is a legal person under the law, what kind of human being is it? The diagnosis: a
psychopath.

The characteristics of a psychopath, as exhibited by corporations, are:
e callous unconcem for the feelings of others
e incapacity to maintain enduring relationships
e reckless disregard for the safety of others
e deceitfulness: repeated lying and conning of others for profit
e incapacity to experience guilt
e failure to conform to social norms with respect to lawful behaviours

Part 3 of The Corporation, “Reckoning”, examines how corporations leave ethics behind the
pursuit of profits, in collusion with governments and other corporate entities, like the media.

The fast pace and entertaining footage of The Corporation makes it particularly well-suited to
show to a teenage audience.

For a full overview of the film, as well as curriculum links, lessons and black line masters, go to
the TVO website at: http://www.tvo.org/thecorporation/index.html.




abpamouy

cm:o._oé sajefsuowsp.siybu uewny
uo uoljesodiod [BuoleusUR)) Pajosies
e Jo aouewlopad sy} Jo uoneneas

abpajmouy| ajqelspisuco
sejeljsuoLsp siybl uewny

uo uojjeI0dio? [euoleUSURl) PBJO3[SS
e Jo soueuuouad 8y} Jo uolen|eAs

abpapmouy

awios sajeljsuowap syybu uewny

uo uonelodios [euoneusUel) PejIs|es
e Jo aoueulopad sy} Jo uoleneas

abpaimouy

pajiwy sejessuowap sybu uewny
Uo uolel0dios jeuoyeusuel) paioajes’
e Jo 9oueuLiopad au) jo uopgenjens

.. Swbu
:mE:c ud udheredioo jeuoneusues
pPe)os|as e Jo souewlopad auj syenieas

siis Bupjuiyl [esnAjeue jo asn

ybnosouy m&m.am:oEmu enssi o1ydeboab
B U} S1epjoys)e)s Joj sjuswnbie

pue saaloadsiad ay} jo uoneneas

sis

BupjuIy) jeonAlBUE JO BSN B|RISPISUCD
sojesisuowap anssi oydeibosh

B U} SIop|oysye)s Joy sjuswinble

pue soajloadsiad ay} Jo uonenjeas

siipts Bupjuy [eonAeue jo

ash 3Wos sojeljsuowap anssy oydelboad
e Ul siapjoysyels Joj syuswnbie

pue saAnoadsiad au) Jo uonenfens

s|iys Bupjuiyl reonfjeue jo asn

pajwi} sejensucwep anssi olydesboob
e U SISp|oysSye]ls 10§ sjuswnbie

. pue soApdadsiad a8y} Jo uoleneas

anssi olydeibosb
2 Ul siopjoyayels Jo} sjusunbie
pue saapoadsiad sy sjenjeas

abpsjmou
ybnoloy) sejessuoctuap Aljqeure)sns
uo uoijesodiod jeuoieusuel) pajosIes
e J0 aoueunopad ay) 1o uonenjeas

SOIWIOU029
pue ABojoos jo mo:wu:mameE_ ay}
Jo Buipuejsispun ybnoioy} sejessuowsp

abpapmouy| a|qeIapISuc
sejeljsuowsp Aligeulelsns

uo uoiesodiod jeuoneusuel) pajos(es
e Jo aouewloued o} JO uofeneAs

SolWwou0%a pue ABojoas Jo
aouspuadapiajul 8y} Jo Buipueisiepun
9|qBISPISUCD SajeliSuowap

abpsjmouy

aWos sajessuowap Aljigeulelsns

uo uollesodiod jeucheusuRl pajos|es
e Jo 9oueuLIopad 8y} Jo uoneneas

SOIUIOU0DD
pue ABo|09a Jo aouspuadapisiul
oy} Jo Buipue)siapun swos sejelsuowsp

abpamousy

pajiwi} sejessuowap Ajjiqeuieisns
uo Uolelodiod |eusijeusuel) pajosles
e jo mocm_Eotma ay} Jo uonenjeas

SOILOUODS
pue ABojoos jo asuspuadapiaiul

8y Jo BuipuB)SIapUN pajiLI SSjeNSUoWRap

Ajjiqeureisns
uo uofelodiod [euopeusuesn
pejo9|es e jo wo:mc:otma 2y} ayenjers

SO|LIOU0DD
pue ABojooe jo souapuadapiaul
ay} jo Buipueljsispun ajelSUCLIBSP

Buiuoseas punos Buipiaod
sisAjeue Jo siseq ay} uo suonoipald
10 sjuswbpn( Sa)ei JO SUOISNOUCD SMELP

Bujuoseal poob Buipiroid sisAjeue jo
siseq ay} uo suonoipaid Jo sjuswbpn|
S3)EeLl 10 SUOISN|OUCD SMEIP

Bujuoses. awos Buipirnosd
SisAjeue Jo siseq sy} uo suonoipaid
10 sjuawBpn{ sexew Jo SUOISN|OUOD SMeIp

Bujuoseas paywy| Buipinold

sis|eue o siseq ay) uo suonoipasd
Jo suawbpn( mmv_mE 10 SUOISNDUOD SMEeJp

sisAjeue Jo siseq ay} uo suoyolpaid
10 sjuswbpn{ axew Jo SUCISN|oU0D MeIp

Awouoos
[eqoif au 0} pajejed si oyl Jo Aenb moy
Jo Buipuejsiapun ybnoloy} ssjesnsuowsp

(%001 - %08) ¥ 1PA>T

Awouoss [eqolb sy} o} pajejal
st ajy jo Ayenb moy Jo Buipuejsiepun
8|qesspIsucd m&«bmcosou

(%6L - %0L) € 1A

MOy Jo BUIpUBISISPUN BLUOS $B)RIISUOWSP

Auwouooa
[BqolB ay) 0} pajeral s1 8yl Jo Ayjenb

(%69 - %09) T AT

. Awouoos
_|eqoiB sy} 0} pajejal si sy jo Ajjenb moy
Jo Buipue)siapun pajiwij Ssjensuowsp

(%65 - %05) 11°AdT

Awouods
1eqolB ay) 0} pejefel si oy Jo Aenb
moy Jo Buipuejsispun sjeljsuctuap

BLIAD)

9%0°V.LT '8Z0'NVI ‘9L0°NVI '250°Sda ‘'080'WOD Z80'WOD ‘2¥0'YL1 ‘0¥0"NME ‘600°NMA ‘800 NME ‘€90 IO ‘90 1O ‘Z00'S4D ‘b€0'00S

:suone3sadxy

"UOHEDIUNWILLIOD SE [|9M SB

‘Aanbu) pue Bupjuiyy Jo s|ipis ‘pasinboe abpamou) ay) sjelisuowap

03 ssejo sy} 0) sBugpuy 1oy Jo Yodai feio ue anB os|e (Iw AsyL "peJinboe sbpajmouy PUE SIS 8} Slelsuowsp 0} UOIBN|EAS JO} JUdEa)] auy 0) BuizAleue Aesss poys & pue sbulpuy yoseasal ey} nwuqgns {jim sjuspms

AIBn 8y} pue peg ay) ‘poos ay] :suolnjeiodio) jeuoleunynpy - ogny o xipusddy

:35.1n0)

BEN RN
aye(q

oureN

A1bn 2y3 pue peg ay3 ‘poos ayl :suonedodlor) jeuoneunnin



SSOUBANOBYS
Jo 9a1bap YbIYy B ypm $92In0s J0 A1slieA
B WoJ} UONJBWIOJUI S8SN PUE S9jenjeAs

SSOUBAIOBYe
S|GEISPISLIOD UJIM SBOINOS JO AJBLEBA
© WoY UoleuLoul
- AR = T

Ajlepo sjqelspisuod
YIM S||S UOHEDIUNLULLOD USHHM Sasn

S9SN pue sajenjeAs

SSeUBAlNBYe
SLIOS UM SB2UN0S JO AJalieA
© WOJj UOPEWIOjUI SOSN pue S8}en|eAs

T

UIIM S[[DS UOIEDIUNLULLOD UM S8SN

A SSOUSAIOLS
PO YIM SB2IN0S JO AJBLEBA
© WO} LOIBULIOJUI SOSN pue Sajen|gAs

Aep payw
YIM SIS UOHEDIUNLILIOD USHLM S9SN

$92IN0S j0 AjaueA
B LUOJJ UOBLLIOJUI 8Sh PUE S}EN[BAD
7 58 REE

& : 7

S|iMS UOHEIIUNWILIOD USHLM 3sSn

Aleo jo saubap
YBiy B y)m S|idis UOREIIUNLILLOD [B10 SBsN

fue)d s|qelspisuod
UIM S|[DIS LONEDIUNWILIOD B0 S9SN

Aueo
SWOS UM SIS UOJIESIUNWWIOD {BIO Sasn

Auero payuy
UM SIS UOJEDILNLLIWIOD [BIO S9SN

SIS UOHEDIUNWILLIOD [BIO 88N

B uoHESIUNWWIOD
" Ul suue} ojudelboab sosn Ajaunnos

uopedIUNWWOoD
uy suus) olydesbosb sasn usyo

uonEDIUNWILIOD
Ui suue) olydesfoab sesn sswdWOS

. UONBIIUNWWOD
u1 suue} oydelboab sasn Ajaies

uogiesiunwiwiod up suus) oiydelbosb asn

SUONOBUUOD
axew o} Ajge ybnoloy) sejensuowsp

SI9YI0 JO SJUBLLUDIIAUL J0aye seorjd
‘SIS U SUOISIO8p MOy JO uoleuejdxe

SUONOUUOD 8Yew

0} Aljiqe ojqelspisuos saleljsuowsp
SI9YJ0 JO SJUSWILOIIAUS Joaye saoeld
SWOS Ul SUOISIOdP MO JO uopeue|dxe

SUOIIBULOD
oYeW 0} AJIge SWIOS SBJRIISUoLIOp
$I8UJ0 JO SJUSWILONIAUS J0BYe seoeld
BLUOS U SUOISINBP MOY JO uojjeue|dxe

SUONOBULOD
aew o) Ajige pe)Ll Sejelsuowap
SIBUJ0 JO SJUBWUOIAUD Joae saoeld

BLUOS U SUOISIZBP MOY JO uoneue|dxa

S18U)0 JO SJUSWUCIIAUS JOBYe
saoe|d aWos Uj SUOISIDap moy ulejdxe

SUONOBUU0D
axew o} Ajiqe ybnosoy) sejensuowap
SI84}0 JO $8IWOU0DD Joaye saoe|d

SUOIDBULOD a)ew
0} AJljige 8|qeISpISUOD SejRSUoLBp
SIBYI0 JO SBILIOUODA Joaye seoeid

SUOIOAULIOD
oyew 0) A)jige SWOS SS}el)SuctUsp
SIBYI0 JO SAILIOU0DS 109Ye seoed

SUOHOBULOD
axeuw 0} Ajige paliwi| selensuowap
SI8U)0 O Salwouaoe yoaye saoeld

SIBYJ0 JO S8IWoLI0oS 108)je

Auep

Jo @a1bap ybiy e yum anss) oiydesbosdh
e U] siapjoyayels Jo} sjuswnble

pue saAloadsiad sajeouNWwLod

- Aep

2|qeIapISuUod yum anssi oiydesfosb
€ U] sIep|oysyejs Joj sjuswnbie
pue ssAoedsiad seeounwiwos

Aed swos ypm anssi oiydeibosb
© U] SIapjoyae)s Joi sjuawnbie
pue saapoadslad saledIunwwog

Ao paywy yum anssi olydesbosb
e U] Siep|oysels 10} sjuswnbie
pue seAlpadsiad $9)ENUNWILLIOD

anss! oydeibosb
2 U] siapjoysels 4o} sjuswinbie
pue saAloadsiad ajeoiunwwos

AIBN 2Y3 pue peg a2u3 ‘poos) ay| :suoneodiod |leuoneunnp




