Multinational Enterprises
Multinational Enterprises are defined as having substantial direct investment in the foreign countries, source their raw material, offshore the work to other countries, license their technologies abroad, export their products in the foreign market. MNE's should actively manage their operations and regard these as integral parts of the company in both ways i.e., strategically and organizationally. Multinationals are important when countries of equal size (income) and in relative factor endowment and as well as it is possible, when total world income is high. MNE creates an internal organization which carries out key operations, cross border tasks and transactions which depends internally rather than the trade in open market. Some examples of MNC's include American Express, Dell, IBM and Hitachi. Multinational enterprises when expanding globally are likely to achieve high performance than the local firms (Morck and Yeung 1991 cited in Luo and Tan 1998).

The motivation for companies to invest and expand internationally is firstly, the need to secure key supplies such as search for raw material, where firms can get their material in low cost such as Aluminium producers needed supply of tire and bauxite, firms went abroad and set up their production facility. Major Oil companies of USA and Canada went abroad and set up their plants in Middle East such as Total, Shell etc... Even some companies agreed to joint venture the oil companies for providing their technology in that field, for example some firms from USA provided oil drilling technology to Saudi ARAMCO. Firms want to operate internationally and seek expansion for cost advantage and have the ability to compete in the foreign markets. (Begg, Ward, 2004).

Another reason for internationalization could be as market-seeking behaviour, where firms want to shift to other market, may be niche market, firms having technological advantages and brand recognition, can realize the additional sales. Before early 1960s, there were lot of tariff barriers for the international trading, but after then it was relaxed, Firms desire to access low-cost factors of production, which they can get by offshoring the work from domestic market. Many US and UK firms offshore their manufacturing to India and China, as it has cheap labour and saving from rising domestic labour prices, it is also known as risk diversification. New emerging market in China has given various expansions in the market seeking foreign direct investments. Companies like Nokia, Dell, and Hewlett Packard had started their manufacturing operations in China and India to capture the Asian market. They can save cost of production, gain international reputation, providing competitive advantages over domestic market. Operations abroad is also seen as saving from tax-burden, foreign exchange restrictions and taking preventive measures for growth of domestic monopolies.

A company's size and growth is constrained to the domestic market itself, it needs to expand in order to increase their growth by going internationally. Other example, Wal-Mart was recognised as World's largest retailer, but lack in international presence until 1991, as its growth and size is limited to US market, opened its first store in Mexico. In UK it operates through ASDA chain rather than its own stores, this generated sale, in overseas market sales growth may also be cheaper. But Wal-Mart didn't develop its global advantages in supply chain management overnight, they were well organised and leader in this field (Kahn, 1999, cited in Kay 2005).

After knowing the reasons of firm's motivation to become multinationals, now it's important to know how it becomes multinationals. This can be mainly explained by means of internationalization. The eclectic theory paradigm explains the theory of the determinants of the foreign direct investment and activities of MNE's. This theory is sub divided in to three sub components. Firstly, Ownership advantages which the firm seek investing in the FDI, they are more likely to engage in increasing the production. Secondly, is the location attraction of the host country, which gives value added activities to the multinationals, which gives competitive advantages rather than local and domestic firms. Thirdly is the, internationalization, moving the firm's activities abroad, commitment of the resources, material and technology to foreign market, and gaining knowledge about the competitors, customers, rules and regulations of the host country (Dunning 2000).

Another most important model of internationalization behaviour is Uppsala model, which came to be relevantly applicable for different firms and different situation ((Pedersen and Petersen, 1998 cited in Forsgren and Hagstr�m 2007). This model explains mainly foreign market entry as the learning process of the firm. Internationalization it is seen traditionally as a process through which firms move their operations from their domestic to international market (Andersen, 1993; Buckley and Casson, 1998; O'Farrell et al., 1998 cited in Javalgi, Griffith, White 2003).

Stages of internationalizations are well explained as: Step 1: No export activities, Step 2: Export through independent representatives (agents, distributors), Step 3: Establishment of an overseas subsidiary in the host country Step 4: Establishment of foreign manufacturing unit or production facility. These steps suggest the process of internationalization of the firm gradually in the foreign market; firms increase their activities from stage 1, gradually to 2, 3 and 4. This considers as an experimental knowledge, exchange of culture, knowing customer behaviour, business and market structure. Firm having prior operating experience in the foreign market can have the advantage to acquire market specific knowledge, opportunities and threats related.

The extension of model proposed by (Buckley et al. 1990, cited in Clark, Pugh, Mallory, 1997) suggests 16 possible options apart from the initial involvement, based upon those options, categorised in to different types i.e., between , within and mixed. The between mode refers to forward towards the FDI, i.e., movements between three foreign entry modes such as, exporting, licensing and FDI. The within mode describes about shift from any of the three forms mentioned above, more simplified into four classes such as initial entry, move to FDI and retrenchment. These classes are in between and within mode. The mixed mode concerns with operation of the firm in more than one mode in a single foreign market. Initial entry refers to first attempt of firm to enter into the market, usually engage in FDI and licensing. Move to FDI refers to any form of marketing services in the host country, means also direct investment in sales, operations, and production facilities of the firm. Retrenchment refers to reducing the firm's level of involvement in the host country, such as minimising export, licensing, FDI to certain extent. The last stage is within mode adjustments, refers to adjusting or changing the forms of export, licensing and FDI (Clark, Pugh, Mallory, 1997).

The managerial attitude towards internationalization, firstly management's desire to go abroad, secondly management perception depending upon its ability to offer its services internationally, also takes into account the company image and financial resources. Dealing with foreign entry modes by service sector firms (Erramilli 1990 cited in Javalgi, Griffith, White 2003) classified into two, hard services and soft services. In hard services, the consumption and productions can be separated, limited and may have no presence in the locally. However, in the soft services are inseparable in production and consumptions, should have the local presence locally.

Developing countries firms are exporting goods to industrialised countries without any obstacles i.e., non-entry barriers, which will benefit to both the countries. Countries such as Hong Kong has been exporting manufacturing goods to different countries, even the richer countries will outsource the work to these countries, as they have cheap labour and . For example 59% of Hong Kong investment in Malaysia is in clothing, textile and garments industry. Similarly, if the UK firm wants to expand in Australia, is likely to find a great deal of similar country institutions or shared and characteristics of both domestic and international activities. Technology and marketing activities cannot be separated; diversification also plays a vital role in internationalization. Transfer of technology takes place from home to host environment, which in turn spreads the cost of Research and development across the international operation (Brien 1980).

In this essay we have argued that why multinationals go abroad, and how is the process of internationalization, Dunning and Uppsala theories explains, motivation of the firms to go abroad, with respect to the location, ownership and internationalization factors, with the help of government regulations and public policy which provides clues for fostering FDI. Selection, availability, workforce and infrastructure, transportation remains secondary level for the multinationals. Also suggest that focusing on understanding the level of operating firm rather than focussing only on individual market. I would also like to suggest that, international firms when expanding abroad should opt for new methods of entering into the foreign market, such as franchising, which gives advantage to gain international presence in the market. Larger firms are more likely to expand, because they have more resources, can bare the risk related to it, will able to manage the domestic and international market easily. Motivation is the prime driver to turn firm to multinational through strategic and organizational capabilities, firms should also focus on learning process, improving their knowledge management rather than only market specific knowledge.
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