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Abstract 

The multinational companies represent the main topic of many studies due to their major role in the progress 

and the economic growth through the development of technical and social innovations. As the society has grown, 

business organizations with cross-border activity have developed a strong position in the global economy, especially 

due to the high flow of resources that they manage. Therefore, it should be take into consideration the fact that the 

decision on carry out operations in several markets, states, regions is based on accessing resources, gaining 

advantages, improving their competitiveness. The main issue that the present study attempts to capture concerns the 

intense activity of these categories of organizations worldwide, but also the power that they have accumulated over 

time. The research includes a review of the opinions of some authors in the field of international affairs, as well as a 

series of empirical evidence presented by a number of international organizations about the activity of these economic 

entities on the world market. This analysis attempts to highlight the major impact that big business organizations have 

had on the development of society without omitting the power that they have gained by conducting operations in 

different areas of the world. In fact, the analyzed aspects show an orientation of companies in this category in certain 

geographical areas similar to the country of origin. 
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1. Introduction: issues regarding corporate power in the modern society 

 

Business organizations (under the generic name of companies, firms, corporations, companies, 

etc.) have always had a key role in promoting economic progress and thereby supporting and 

disseminating social progress. We think that the role and the importance of the various categories 

of companies has become more obvious since the Industrial Revolution (1776) to present. This is 

possible because industry has initially become the basic component of creating prosperity and 

wealth in all Western countries. Also in the industrial sector, medium and large companies have 

gained a key role in strategies and practices applied to achieve economic performance. 

Since the 50s, the service sector has become dominant in creating prosperity and wealth, and 

somehow in this area the corporate model previously encountered in the industrial sector is 

multiplying. Drucker argues that in all developed countries where competition and the free market 

function, agricultural farms have reached about 5% of the active labor force (the difference being in 

industries and various service sectors). In other words, the role of business organizations has grown 

significant in the post-war period.  

In fact, the MNC and SME sector have become the main vector for wealth and prosperity in all 

developed countries of the world. Furthermore, companies that have recently entered the global 

competition from countries such as China, India and Russia tend to apply acknowledged models for 

internationalization of their operations, for the acquisition of knowledge and models regarding new 

innovative capacities and the development of new technologies. Therefore, we can state that the 

strategies and practices applied by the MNCs on innovation, on internationalization of their 

operations and other similar issues became in the postwar period a kind of standard or model to 

which other categories of economic actors from both developed countries, as well as developing 

countries. The post-war socio-economic context described reveals, among other things, that 

innovation and internationalization went hand in hand, respectively, have strengthened each other 
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and provided a competitive advantage for both medium-sized and large companies. In fact, how 

this process had contributed to the competitive advantage of MNCs and SMEs remains a blurred or 

even confusing issue in conceptual terms. 

A distinct and increasingly frequent topic in economics, management or other studies about 

the society is the one that concerns the consolidation of corporate power and mostly how 

companies express this power. Other point of interests refer to the implications regarding the fact 

that MNCs are becoming more influential, not only in economic terms (as it strengthens its 

competitive advantage in different markets), but also socially or even politically. Since 70s, 

authors such as Barnet and Muller have pointed out that a profitable form of innovation for 

corporations is 'product differentiation', which reflects little improvement to an existing product, 

which is spread then globally or internationally. In other words, as their operations internationalize, 

corporations can get profits even without major investment in technology, innovation, or 

knowledge acquisition. What is corporate power? How companies highlight this power? How 

should states react in order to limit the excess power of MNCs? Regarding the concept of power, 

we will only mention two established opinions regarding the sorts of power and the implications 

that arise in modern society on this topic. First, Joseph Nye discusses about the "hard" power and 

the "soft" power with reference to the existing power and dominance relations, primarily among 

the main countries of the world, (he mentions the military power, the economic power and the soft 

power). In the context of high competition between MNCs, but also in the existence of different 

alliances or business networks, we will most often encounter soft power as the power given by 

certain values, behavioral patterns and only partially with the direct influence in the relationships 

between two or more entities. Secondly, Susan Strange discusses about the structural power and 

the relational power as types of power encountered between countries or various categories of 

organizations, including, with reference to business. 

In Strange's view, during the post-war period, the use of the structural power (the power to 

establish the framework within which states define their working relationships with each other, as 

well as relations between them, corporations and citizens) increased. This second type of power to 

which Strange refers, namely the structural power, is much close to what we call soft power. In 

fact, through regulations adopted by international institutions (IMF, World Bank, etc.), by 

conventions and agreements between countries, there are established basic issues regarding the 

global security, the access to knowledge, the production and financing of different fields of 

interest. Subsequently, the general framework that exists and adapts over time at international level 

supports either directly or indirectly the objectives and strategies proposed by the MNCs and other 

economic actors. In David Korten's view, the world's major corporations, first of all the one that 

are involved in the financial sector of the global economy, have gained an excessive power in the 

post-war period that gave them a certain influence regarding the macroeconomic policies adopted 

by countries, policies that support most of the times corporate interests. In Korten's oppinion, it has 

come to the situation where large corporations influence political decisions, including the 

strategies of some institutions such as the GATT / WTO, which could lead to the development of 

certain "world empires". Therefor, we believe that Korten's 1995 optics predicted somehow the 

2008 global crisis in the US, as he brings some arguments about the financial MNCs that have 

managed to create an unsafe financial system. 

In our opinion, the optics of some authors such as David Korten, who criticize very hard the 

power of corporate power, must neither be accepted nor automatically rejected. This is because 

large corporations are investing massive amounts of money annually in research, in the acquisition 

of new knowledge, in innovation, in technological developments and other similar issues, which 

contribute directly to the creation of wealth and prosperity in modern society. In addition, the 

majority of industrial MNCs and the KIS (knowledge intensive services) sector are constantly 

improving their strategies and practices, their distribution methods, and are starting to assume some 

CSR (Corporate Social Responsibility) practices. In the same sense, large corporations provide a 
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large number of relatively stable and well-paid jobs, which is why all countries that want to attract 

FDI want the presence of international corporations. Another argument in favor of the power and 

the position of MNCs is given by the fact that these entities transfer some of the production and 

distribution activities or even some research operations to medium or even smaller companies. We 

believe that the issue of establishing a certain limit for the corporate power in modern society 

remains a point of major interest for the decisions taken by countries. Therefore, the legal 

framework regarding the competition and the protection of the interests of the public, the local 

communities and society in general can limit this power. 

 

2. The power and the influence on MNCs in today’s business environment                 
 

Many of the studies regarding the international business environment highlight a significant 

increase of the importance of multinational companies for the development of the world economy. 

This is because these organizations create jobs and improve the business environment of the 

countries where they have certain activities. From this point of view, we understand that 

international business organizations will influence some way the decision-making process in the 

states where they intend to expand their activity. Thus, the measures and the policies adopted by 

state’s decision-makers will aim to increase the attractiveness of national economies for the 

multinational companies by providing them certain facilities.   

Rugman mentions that the expansion of multinational companies did not influence state 

sovereignty, but rather intensified the control and determined the establishment of limits on the 

exercise of sovereignty at national level. In fact, governments will focuse more and more on 

offering a number of advantages to the multinational companies, but given that their interests are 

global, the foreign affiliates will not respond to a single jurisdiction.  

Based on these considerations, we recall that there are certain opinions that consider that is 

necessary to control more intensively the activities of multinational companies. Among the 

arguments that support this perspective we mention: promoting independence by developing 

production at national level, supporting sovereignty by reducing the ownership of the most 

important sectors of the economy by the foreign entity, ensuring an optimal transfer of technology 

in the host country and diminishing the excessive profit gained by companies multinational. 

Although we can observe a certain level of protectionism in this approach, we consider that it is 

necessary to impose some rules regarding the activity of business organizations regardless of their 

nature, in order to ensure a favorable business environment for the development of all categories of 

entities. In fact, the support of organizations is a way of increasing the national economy, but it 

must not be forgotten that foreign organizations are sources of technology and know-how.   

The decision of having operations abroad is an imminent step in the life of an organization that 

will need to face when seeking to achieve long-term performance. The reasons behind a company's 

decision to internationalize its business vary significantly from one business organization to 

another. Among the factors that influence the degree of penetration of a foreign market, we can 

remember:   

 Reducing the risks and uncertainties that can result from reaching the maturity phase by the 

company's products. By setting up operations in other countries, multinational companies 

reduce the effects that can appear when the national market changes. Japanese companies 

used this practice during the 1990 crisis. Even if the situation in Japan was less favorable to 

the development of the business environment, operations in the US market were on the rise. 

 Accessing some larger markets for the products and services offered. For example, many 

companies have chossen the US market due to their large number of inhabitants and the 

high GDP per capita. We deduce that the American market is an ideal market, as Americans 

have a strong desire for new products and services, but also the resources needed to buy 

them. Another eloquent example is that of China with a high number of inhabitants, which 
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has increased its attractiveness for many multinational companies, especially after their 

acceptance in the World Trade Organization. 

 The desire to face the growing foreign competition and to maintain its share of the national 

market, that entail firms to set up work points in the home countries of their main 

competitors. 

 Doing business in locations close to their customers allows reducing certain cost (transport 

costs), avoiding large numbers of intermediaries, responding quickly to customer 

requirements, and harnessing local resources. 

 Exceeding protective instruments such as tariff and non-tariff barriers applied by states, 

barriers that may exist when a company enters a foreign market. A good example of this is 

the development and functioning of the EU integration bloc in its relationship with other 

countries, ie those outside the union. Simply put, when US, Chinese or Japanese companies 

want to export to the EU market, they have to comply with EU customs tariffs. Instead, if 

the same foreign firms open a subsidiary and manufacture a product in any of the 27 EU 

countries, they will be able to distribute that product across the entire EU market without 

having to pay any customs duties. 

 Another reason is to increase the technological expertise through the direct production of 

goods rather than choosing to product them by other firms through licensing. Many 

companies consider that licensing is not a long-term favorable decision as there is the 

possibility that at some point they will no longer have the same influence on the market. 

However, there are other perspectives for analyzing the factors that determine the decision of a 

company to internationalize its activity. Dunning believes that it can be mentioned four categories 

of companies given the type of business that an organization proposes to achieve by accessing 

foreign markets, presented in the below figure: 

 

 
Figure no. 1 Types of companies that have operations on foreign markets 

Source: Dunning J., Lundan S., Multinational Enterprises and the Global Economy, Second Edition, Edwarg Elgar 

Publishing, Cheltenham, 2008 

 

The economic entities from the first category aim to identify certain materials and raw 

materials that they need for the production process at higher quality and at a lower price. Their 

motivation of internationalization is based in this case on the need to become more profitable in the 

markets they have operations. Beside the material resources other motivating factors in accessing 

foreign markets are also the cheap (compared to the country of origin) but qualified labor force, 

also the technology. 
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In the second situation, we can place the organizations that decide to engage in cross-border 

production operations because they need to adapt their products to the needs of customers in new 

markets, as home transport costs may prove to be much higher than local production itself. 

In the third category, organizations highlight the benefits of accessing resources and new 

markets. In fact, these categories of organizations aim to achieve economies of scale and risk 

decreasing by specializing processes and gaining experience by operating on markets that have 

different cultures. 

In the fourth category, are included the companies that use the assets of foreign companies 

to promote the company's objectives and to support global competitiveness. Most strategic 

investments are purchases, mergers, joint ventures (business networks) that seek to gain benefits for 

the entire organization. 

 

3. Empirical evidence regarding the magnitude of the corporate phenomenon 

 

The multinational companies are the main players on the goods and services global market, 

having subsidiaries in many of the world's states and a complex structure of organization that 

allows the flow of information between subsidiaries. The work carried out by these global 

economic entities has a significant impact on the development of the world economy, both through 

the investments made and business improvements, being a benchmark regarding the success. The 

most extensive studies regarding the evolution of multinational companies operations belong to 

UNCTAD. The most relevant indicator used to emphasize statistically the degree of the 

internationalization of a company is, as appropriate, TNI or GSI: 

a. TNI shows the degree of internationalization of the organization given by the average 

between: the share of foreign assets, the share of the abroad sales and the number of 

employees abroad compared to the existing situation per company; 

b. GSI shows us the degree of internationalization of companies only in the financial sector 

(banks, insurance companies, etc.) and is represented by the number of countries in which a 

company operates, respectively where it has subsidiaries, compared to the potential number 

of countries where they could reach. 

Based on the report published by UNCTAD in 2017, we present in the below table the 

evolution of the most significant indicators regarding the activity of the top 100 non-financial 

multinational companies: 

 
Table no 1 Data regarding the internationalization of top 100 non-financial MNCs 

Index 
Top 100 worldwide MNC s 

2014 2015 2016 

Assets (Billions USD) 

Foreign assests 8424 8014 8268 

Home country assets 4821 4877 4985 

Total assets 13245 12891 13253 

% Foreign assests 63.60 62.17 62.39 

Sales (mld. USD) 

Foreign sales 6060 4856 4764 

Home country sales 3036 2756 2700 

Total sales 9096 7612 7464 

% foreign sales 66.62 63.79 63.83 

Emplyees (mii) 

Abroad employees 9589 9305 9330 

Home country 

employees 6518 6969 6993 

Total employees 16107 16274 16323 

% Foreign employees 59.53 57.18 57.16 

 Sursa: UCTAD, World Investment Report 2017, p.29 
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According to the data in the table, we can state that more than half of the activity of the 

analyzed multinational companies is outside their country of origin. In 2016, 62.39% of the firm's 

assets were abroad, 63.79% of the company's sales were registered on foreign markets, and 57.16% 

of companies’ employees were involved in operations outside their country of origin. In fact, these 

economic entities have different operations globally; they also have a high number of subsidiaries 

and aim to develop the opportunities offered by the host countries' markets by highlighting their 

specific advantages. 

Regarding the way these categories of business organizations internationalize their activity, we 

can mention that initially most of the companies choose export, and then, depending on their 

specific activity and the experience gained on the foreign markets, can choose the foreign direct 

investments, the acquisitions or the mergers. Most of the major companies have increased their 

foreign operations through foreign direct investment; by the acquisition of local competitors in 

order to improve their position in an unknown environment, (we can mention the case of the 

pharmaceutical companies, the automotive companies, etc.). In 2016, the foreign direct investment 

flows reached $ 1.746 billion, and the value of the acquisitions and the mergers was $ 869 billion, 

the highest level since 2007. With reference to the greenfield investments, we mention that they 

increased with 7% in 2016 compared to 2015, totaling 828 billion dollars. All this highlight an 

increase in the interest of multinational companies to expand globally and to hold the power on 

world markets. In order to emphasize the position of themultinational companies in the 

international business environment, we list in the table below the 10 largest business organizations 

that are operating abroad, regarding the assets outside the country of origin: 

 
Table no. 2 Top worldwide 100 non-financial MNCs in 2016 (mil. USD) 

Company Home country 
% Foreign assets 

in total assets 

% Abroad 

sales in total 

sales 

% Abroad 

employees in 

total employees 

TNI % 

Royal Dutch Shell plc Marea Britanie 85.03 65.08 72.83 74.31 

Toyota Motor Corporation Japonia 69.66 68.12 42.69 60.16 

BP plc Marea Britanie 89.29 76.87 58.52 74.90 

Total SA Franța 95.79 77.90 69.00 80.90 

Anheuser-Busch InBev 

NV 
Belgia 

80.51 86.80 78.97 82.09 

Volkswagen Group Germania 45.67 79.92 55.32 60.30 

Chevron Corporation SUA 72.72 49.02 52.00 57.91 

General Electric Co SUA 48.89 56.88 64.75 56.84 

Exxon Mobil Corporation SUA 50.25 55.75 50.25 52.08 

Softbank Corp Japonia 66.10 55.16 66.10 62.45 

Source: UCTAD, World Investment Report 2017 

 

Royal Dutch Shell Plc has the highest value of the abroad assets, but Total S.A. has the highest 

share of foreign assets in total assets, which indicates a high level of company's activity 

internationalization. However, the transnationalization index has the highest value for the Belgian 

company Antheuser-Busch InBev NV, a company with over 78% of its employees outside the 

country of origin. It is difficult to determine the extent to which this index reflects the 

internationalization degree of a company, but we conclude that the high value of assets outside the 

home state emphasizes the high involvement of companies, given the fact that having goods abroad 

involves significant resources and taking a high risk also. We believe that the high share of assets 

abroad highlights the interest of the organizations for the international business environment as it 

shows that the company aims to create value in other markets than the national one.  

Another category of multinational companies with a significat global position is the one from 

the financial sector. These companies have established a high position over the years and have 

managed to expand globally by increasing their influence on foreign markets. In order to highlight 
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the position of the financial multinational companies worldwide, we summarize briefly in the table 

below the top ten business organizations in this category (the classification is made by UNCTAD 

and comprises the top 50 companies financial): 

 
Table no. 3 Top worldwide 10 financial MNCs in 2012 (mil. USD) 

GSI  Financial TNCs  
Home 

country 

Assets Employees Subsidiaries 

Total  Total Total 

Number of 

abroad 

subsidiaries 

I.I.  

Number 

of host 

countries 

72.82 Allianz SE Germania 915,788 141,938 717 585 81.59 65 

72.40 Citigroup Inc SUA 1,864,660 266,000 840 595 70.83 74 

71.20 BNP Paribas Franța 2,514,570 198,423 984 723 73.48 69 

68.46 
Assicurazioni 

Generali SpA 
Italy 582,398 81,997 493 436 88.44 53 

68.28 
HSBC Holdings 

PLC 

Marea 

Britanie 
2,692,538 288,316 1040 746 71.73 65 

65.86 Deutsche Bank AG Germania 2,653,053 100,996 1331 1031 77.46 56 

65.02 Societe Generale Franța 1,648,917 159,616 557 386 69.30 61 

64.10 Unicredit SpA Italia 1,221,929 160,360 922 861 93.38 44 

58.30 AXA S.A. Franța 1,004,421 96,999 606 515 84.98 40 

57.40 
Standard Chartered 

PLC 

Marea 

Britanie 
636,518 86,865 209 153 73.21 45 

Source: UNCTAD 

 

In UNCTAD's top ranking are the multinational financial companies from EU, but overall 

there are also companies from US and Japan. Given these, we can mention that mostly companies 

from the Triad EU, US and Japan represent the financiar sector. Regarding the degree of 

internationalization, we find that Aliantz SE and Citigroup have the largest presence in foreign 

markets, and both GSI and I.I. register the highest values for these two companies. 

 

4. The “regionalization” of companies’ internationalization 

 

Rugman stated that companies owned by General Motors, Ford, Daimler-Chrysler or other 

multinational companies with European or Japanese capital majority produce more than 85% of the 

cars sold in North America locally. In addition, more than 90% of the cars produced in the EU are 

sold in Europe, and more than 93% of the Japanese cars are produced at national level. In the 

chemical industry, about 90% of the paints are made and used by multinational companies in the 

triad (EU, USA, Japan), and a similar situation is encountered in the case of the energy industry, 

transport, steel and large electrical equipment. Therefor, we can mention that in order to be 

successful multinationals prefer to focus on developing regional, not global strategies, as they have 

to meet the needs / requirements of local consumers, contrary to their global nature in offering 

identical products on all markets. 

The world's largest corporations are the multinational companies, but very few of them are truly 

global. Thus, only nine of the top 500 global companies have the ability to sell the same products in 

any country worldwide, most of them having activity only in some regions. A firm is global if it has 

at least 20% of total sales in each of the regions: EU, North America and Asia and less than 50% in 

the home country (Verbeke, 2005). 

In an analysis regarding the internationalization of the top 500 companies worldwide, taking 

into account the triad of the USA, the EU and Japan, they are grouped as follows (Rugman, 2004): 

- Companies targeting the region of the country of origin (320 of the firms surveyed achieve 

at least 50% of the sales in their region of origin);  
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- Organizations that run their operations in two different regions of the triad; these are called 

bi-regional firms (25 of the 500 companies have more than 20% of the sales in the two 

regions); 

- Companies that choose a region different from those of the triad (11 corporations of those 

analyzed earn more than 50% of their revenue in another region); 

- Companies that have activity in all three regions are called global firms (only 9 of the 500 

companies have sales of over 20% in each of the triad regions). 

All these categories of organisations are international, but global only are the ones in the last 

category. 

 The choice of business organizations to expand to markets near to the home country is 

found as semi-globalization in the international business literature. The mechanisms underlying this 

process are the regional redistribution of company-specific benefits and the organizational learning. 

In this situation, the subsidiaries will be closer to the headquarters. Therefor, this will allow the 

transmission of knowledge and business practices. The internationalization in a region will 

decrease the difficulties that a company may encounter in foreign markets, as it gets to know better 

the business environment. 

The fact that a business organization sells it products in a certain region highlights a number 

of issues regarding the way that multinational company operates. If the company's sales are not 

distributed equally globally but are concentrated only in a geographical region, we can deduce that 

the company's products are not accessible and attractive to all global customers, despite the 

management's attempts to adapt to the local requirements. On the other hand, the lack of success on 

the global market can highlight the limits of the organization's specific benefits. Although the 

company can have high-performance technologies and extensive knowledge, sometimes there may 

be a series of barriers to their transmission, but especially to their acceptance by customers. At the 

same time, a low level of performance in some markets may highlight the company's inability to 

access and emphasize its benefits in certain areas, which would get new advantages. Given the fact 

that a business organization has different positions in different parts of the world, it indicates the 

need to implement different competitive strategies. 

Some studies in the field of international business point out that the multinational firms, 

usually small ones, will focus on identifying opportunities in the region of their home country, 

instead on global activities. The need to be closer to their activities highlights the fact that the 

operations should take place near the headquarters. In this case, the management will be concerned 

to the capitalizing of the advantages that represent an asset on the foreign market and, if necessary, 

adapting them to external conditions. An important role in the regionalization of multinational 

companies' activity was also the regional integration process in Europe and North America. 

Therefor, it is obviously that a company that has the headquarter in a member state of the EU will 

choose the markets for other member states. This represent actually a normal reaction of their 

behavior. Decreasing barriers and ensuring certain conditions for the activities in the UE has 

increased the level of business in the member states. Thus, globalization shows a regionalization of 

operations of companies based in Europe and the US at the level of the European and American 

continent. 

 

5. Conclusions 

 

Therefor, the multinational companies have a high impact on the development of the world 

economy, tgiven their operations on several markets. The position of these organizations on the 

world markets relies on the resources that they have, but especially on their intense innovative 

activity. Given these aspects, we can state that companies’ need to have the highest power entails 

actually the internationalization of their activities. The entry into new markets provides access to 

new resources, new benefits that increase their market power. No matter the sector where the 

78



Annals of the „Constantin Brâncuşi” University of Târgu Jiu, Economy Series, Issue  4/2018 

 

„ACADEMICA BRÂNCUŞI” PUBLISHER, ISSN 2344  – 3685/ISSN-L 1844 - 7007 

 

 

multinational companies operate, these big companies have an increasing influence on the 

economic growth. Moreover, companies will choose to have activities near to the region that they 

belong in order to be closer to their headquarters, given the fact that their puspose is to get as many 

advantages as possible and to control their operations. 
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