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MULTJNAIIONAL Cv>RPORATIJNS viewed in a national security perspective 

\OaUjk\jOf zfudiCJ f&L : J.; 
Introductory aarstimotlon 

V # ; 

^ The.fast-growing, high-technology multinational corporations, 

whicli arc central in facilitating the pace and quality of world- „k 
I f m * * 

i 1 ' />"'"> ' ÎS* 
wide socio-economic arid industrial development 

certain inherent characteristics which run counter to present 

concepts of national security. ¿- 

/ 

If, in fact, the multinational corporations must optimize their 

mix of capital, labor, land and management on a "global" basis, 

without accepting the potentially crippling "national security" 

constraints, the^ their on-going development will be incompat- 

ible with our present understanding of national security. If it 

can be demonstrated that the multinational corporation(MNC) 

is either determined, in an evolutionary sense, or essential to 

on-going socio-economic development, then perhaps it is our 

traditional and legalistically-anchored concepts of national 

security which must bo questioned. 

It is in such conceptual frame that this research essay is 

aimed in order to develop now perspectives in the relatively 

fixed world of national security concepts. 

This research paper has been prepared by Colonel M.C.Teschendorf 
in partial fulfillment of graduation requirements from the U.S. 
Army War College, Dated December 30, 1973, 

üM y. du« . 
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The subject of n-itional security Is sufficiently complex that 

some effort at delimiting the subject must be undertaken. Because 

of the intent of this thesis, we are dealing almost exclusively 

with strategic elements of security, notwithstanding the in¬ 

evitability of occasional boundary crossover, A dramatic example 

may serve to exemplify this possibility,*' 

Enough military planners the world over saw in this event a radical 

shift In the conventional notion of naval supremacy as the ex¬ 

clusive djmain of the major powers. Industrial nations such as 

Sweden, Germany, Italy and others immediately began the design 

and construction of high-powered , high speed anti-ship missile 

gunboats, both for their own navies and for a large number of 

foreign sales. At last count, over 30 nations have substantial 

orders pending, including some inland nations, who now see some 

potential in this critical branch of their military services.“ 

*• Prior- to the Sgyptian-Isracli war of 1967, it may be said 
that the USSPv development of the STYX surface skimmer missile 
was a strategic undertaking, part of a weapons system strategy. 
This, is not unlike a similar development of the 0,S,"Exocet" 
missile. When the Israeli destroyer, the Elath presented it¬ 
self as a target and was promptly dispatched to the bottom, 
this was a tactical event. The implications emanating from this 
event, however, had a strategic consequence of immense import 
to strategic warfare planning around the world. Without seeking 
to exaggerate the implications, nor to rebut the the forces 
taking a lesser view of the event, it appeared that perhaps a 
crucial change in naval warfare had occurred. This fact may not, 
nor has it yet, in certain quarters, been officially acknow- 

7 lodged , 
¿ Captain L.I.SMith(UoN)i "X0''1 Xaval Tactics", Ordnance (Wov-Uec. 

1972, Washington,D,C.,pp. 222-225), It is the terror of such 
"breakthroughs" that helps to motivate congressional outlays for 
military R, & D. 
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When one considers that the leading elements of our societies 

are committed, barring a holocaust, to a rapidly accelerating 

technoculturâl development, it is a concommitant fact that the 

rationality viich underlies all technology, must prevail. The 

irrational and frightened protests against MNCs, from various 

vested groups of our respective societies are both vocal and 

understandable. Just one example ought to suffice in view of the 

need for brevity. The MNCs were under sharp attack from their 

- staunchest foe, the AFL-C10, in sharp contrast to the witnesses 

appearing for the government and the corporate world. A.J. Bie- 

miller, Chief of AFL-CIO lobbyists, told the Senate Finance 
3 

Subcommittee on International Trade, March 6, 1970, "We believe 

that the unregulated activities of U.S. based MNC firms are a 

major factor in the worsening position of the U.S. economy in an 

ever changing world." His closing testimony was perhaps most 

significanti" We are convinced that American based MNCs export 

American jobs, export American technology and export American 

capital." 

He further implied a possible loss or tccbnoiorrical security by 

citing missile sales to Japan of the highly successful TtlJR-DELTA 

missile delivery system. It was widely eld tha*: with little modi¬ 

fication, the system could carry a nuclear warhead in the 1500- 

5,000 mile range, clearly a potentially offensive weapon. 

3 As reported in the June 1970 issue of the otate Department GIST. 



-4- 

In sharp contradictron to the idea that MNC development will cost 

U.S. domestic employment or otherwise injure its economy, is the 

extensive graduate school work being devoted to MInC research, con- 

ducged by such reputable graduate schools as Harvard, Columbia, 

Stanford and NYU. Not only do their findings tend to evidence the 

contrary, but as an alternative to const^airiing MNC activity, 

there is growing evidence that severe and perhaps irreparable 

damage to our national economy ma> result unless we remain deeply 

involved. Statistics in the aggregate , however , reveal little 

about the specific profiles of the individual members of the 

MNC community. One extended paragraph from A biography—Of The 
-.,4 

Watsons and IBm will help focus on the real MNC potential. 

The Company has become somewhat of a dynasty, in which the quali¬ 

fications for citizenship were defined by one man and enforced by 

an ever changing hierarchy of subordinate executives, was ruled 
* 

for more than forty years by patriarchical boss. In 1968, IBm 

had one or more manufacturing plants and labs, oí ten in addition to 

administration and sales operations in 13 countries outside of the U.o. 

U.S. Computer manufacturers installed 977„ oí the computers in 

Curope, a situation which appalls helpless Europeans when they 

,,.5 
think about it. IBM gets about 80/. of the total business. 

4 william Rodgers, A biography of the v/atsons and Ini, (Nev.’ York» 
Stein and Day, Publishers, 1969,pp.9.) "In all the world, one 
corporation dominates the shape of the future. /ith installations 
and operations in L05 countries, it is a corporate network of 
awesome size, wealth and influence, whose products, management 
and services pervade and largely determine major qualitative and 
quantitative aspects of human life. Its activities cover much 
of the world's advanced technology in space, on earth, under the 
seas, and in thousands of industries, institutions and individual 
occupations. The corporation is Universal business Machines, 
universally known as IHM, the world's largest non-union company, 
with a quarter of a million employees, more than half, ot whom 
are college graduates, with a current corporate stock Nvalue far 
in excess of all the gold ever hoarded in the underground vaults 

c of Fort Knox, in the U8AM. 
5 Ibid., p. 231 

. . .... ■ _ 



" 1 . 

-5- 6 
In The Am rlean Take-over of Britain, the authors report that 

mire than a half-million British workers are employed by U.S. 

Companies and that in seven or eight years, American Companies 

will be producing more than twenty percent of all British goods. 

Along with respect to the strategic control manifest in the ability 

of MNCs to close out or destroy even foreign combines not large 

enough to support the required size for economy of scale, is the 

fact that smaller nations need the computer technology if they are 

not to be relegated to lower levels in the development of thfir 

* future technology. 

While the Western-minded technological American tends to consider 

those odds in terms of control he can exercise over other, nations, 

he ought to consider the possibility in reverse as other major 

industrial nations assume critical proprietorships in the U.3. It 

is a form of strategic pre-empting. As can be shown in the main 

arguments, the pre-empting of the development of a particular 

technology within another nation, is as critical to the national 

security aspect of a given nation as for that nation to out-distance 

the other nation in the development of a new critical technology. 

It is a temporarily redeeming fact, however, that many laboratories 

and major R&.D , especially for the military, tends still substantially 

<• 

to reside in the U.¿. 

' James McWilian and Bernard Harris, The American Take-over of 
Britain (New York, Hart Publishing Co., 1968). 
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Tho Evolnrion of Che Multinational Corporattion
Although much has been written about the awesome power of ttie

corporatibn, perhaps none have merited the mantel of authori­

tarianism so extensively as the groat early MNCs. Britain’s 

£ast India Company, although an early archetype of the modern 

MNC, ruled a fifth of the world's population nearly two and a 

half centuries.^ In the 1930's , United Fruit Corapany(now 

United iirands), commanded so enormous a presence In Latin America 

that It could topple governments, control 14 million acres of land 

from Cuba to Ecuador and earn the title,"el pulpoi(the octopus). 

V^hlle all this somehow seems a distant past, the more recently 

alleged episode of lT.vr Involvement In Chile, or the protest con­

tinued In Ttie American giallenre reveal at once the currency

of the problem,

A glance at the following list'-’ of the biggest lib’Cs will quietly 

dispel any notion of their relative unimportance to the economy.

^ :;ev/sv;cek. ..ovember 20, 1972, p, 9o.
^ Jean-Jacques Servan-ochrei.ber, Tne American Challenge (Nev? .Yor!:, 

Athenlum , I90d).
^ Newsweek. op.,clt..
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The best Indication of growth trend lies in the total sales of 

MNCs* which has gone from $200 billion in 1960 to $450 billion 

a year in goods and services in 1972, over 15% of the Gross World 

Product. 

Under constant attacks by critics such as former Charles DeGaulle, 

who saw a takeover of European industry, the Senator Church sub¬ 

committee investigation of "global'* companies and countless alarmist 

authors and members of the media, anti-trust agencies are directing 

probes,often irrationally, into all aspects of fhe MNC operation. 

The entire phenomena poses a dilemma in that the obvious benefits 

of the MNCs In promotin* and developing international trade and 

stimulating local economies, simultaneously attracts attacks seeking 

to destroy such a potential source of economic good. Jurisdictional 

questions appear to have no precedence and the MNCs, driven by the 

motivation of profits and sensing the vantage point of their am¬ 

bivalent position, are displaying tireless initiative in the direction 

of further development. - 

It has been said that the principal line of battle being formed 

is between the awesome and beneficial economic power of the MNCs 

versus the politically inspired anxiety of nation states. 

Many writers have seen the MNC as the greatest power for world 

peace and economic development, while others criticize it as 

another form of covert imperialism. Certainly none can deny that 

it is a carrier of advanced management sciences and technology, 

almost literally a channel for the globâl transmission of culture. 

By the very nature of its rationalization pattern, we are being 

moved by technology to a "standardizedV world. 



James'Èrlan Quinn, writing in the Harvard Witness Rf^tew , 

drawing obaervatlons from a research project involving over MO 

personal interviews with high level European and American MNC 

managers, regards it a fact that throughout many societies, the 

primary force needed to stimulate growth is not so much capital 

Investment as technolopleal advance. Accordingly, "knowledge flows 

become the principle factor in strategic growth planning. 

Quinn finds that today, a nation must develop , maintain and 

exploit technology from an international viewpoint. World wide 

science and technology commitment are now so great that no country, 

even the U.S. can Internally develop all the teohnoligy it needs for 

all of its purposes. Some technologies, like microelectronics, 

computer, aircraft and aerospace technologies, may cost more to 

develop than the entire G NT of many nations. Once developed, 

a technology-may require exploitation in many nations' markets 

to justify efficient plant sizes, marketing or transportatlin 

networks, or 'that although the Keynesian invest- 

on»- "mu ÍM nltpr" is derived over a broad area of investment» 
ïhë ,«rs the hieh technology firms, tend to deal with in¬ 
vestment areas wSlSh appear tfhavc infinitely higher multl- 

A declsiiWwmmu’the resourc s of a nation into a "wrong" given 

weapon or producción system, can become a disaster, relative to a 

potential adversary, who, on the basis of greater experience dr.- 

better processing of information input, has elected more wisely. 

iu lames Brian Quinn,"Technological Transfer by Multinational 
^î-^V^.rL^nrd Business Review, Novcmber-December, 1969. 



is the Riven olding of science under the Impact of research 
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At this point we may add another hypothesis« There Is no absolute 

security. There Is only time. It Is an illusion to suppose that the 

It Is now supportable to statg of any particular group, Baslcall 

In effect, refers to _a 

"lead time" along an axis, in which the variables of R & 1) expendj^. 

ideology, quality of decision-making, technolop.ical state of the 

art, trained manpower and economic resources are of crltigi 

jortance. To these we may add the quality of distclbutloj 

maintenance systems. The ongoing margin of security over an 3<3y3E9-3ry 

in the final analysis, depends almost entirely upon £1)** PWÇT bX — 

the system for detecting environmental ciugs f.jr needed. chaPRe 

a "front-end" surveillance capability leading to a.gap^pitY - 

adjusting the system with sufficient speed. .glitCQiaE-« 

There can be no doubt that security "lead time”, that factor based 

upon the chain of functions running from research and analysis, 

thru preliminary design to definition, can be affected by in¬ 

formation "leaks". Generally, except where the preliminary aspect of 

research is still short of a breakthrough, such as was the case in 

atomic research between the U.¿. and the UÒSR, this tends to be 

exaggerated in importance. First, a "leak" cannot be systematically 

planned for or scheduled. All "leaks" must be verified by subject¬ 

ing them to extensive validity checks lest the Leak be a deliberate 

"plant". 

The very evolution of industrial society itself is perhaps the ^ 

largest single obstacle to the maintenance of a security shield. 

11 James Brian Quinn, op. cit. 



Greater population densities and mobility of population lead no a 

greater anonymity and lessening of social controls. The conduits 

for the transmission of classified material have increased immensely 

through increased travel, student and technical exchange programs, 

world wide media, including reconnaissance Satellit s an .'crhaps 

most important , the movement to greater world erono se te^ration, 
i 

a movement in which the great HUOs are playing such a na/^r role. 

It must be of some comfort to the guardians of national security 

to consider that the policy control of foreign affiliates is exer¬ 

cised, first, through the use of annual budgets that specify 

o 1 armed targets to be attained, and secono, througu affiliate 

manager periodical reports of progress towards the specified goals. 

Quinn lisums up the case for the he’C growth: 
" ther institutions such as joint technical venture, coopera¬ 
tive R Ct ii programs and cross license enterprises, also trans¬ 
fer technology among nations, but tfie level of such activities 
are limited by comparison and their effectiveness diluted by 
multiple-leadership problems, communication difficulties and. 
noli tical interference and lack of common goal s among partici¬ 
pants, Increasingly, the raisin ' 'etre tor r ^ t \Cs is their 
superiority in science based on management tecmologies. 
KNCs can only penetrate the market of a producing area if they 
can do something better than the local inhabitants, but more 
and more, an MMC success depends on its superior management 
techniques, better product or manufacturing technology or 
operating economy of scale," 

Quinn has found in his studies that 

mav dwarf those ordinarily included 

non-royalty technology flows 

in "technological advance of 

payments", 

It is evident from the evidence studied that the modern MNC is 

the most efficient organization yet devised for transfer of certain 

classes of technology internationally. The :p;c is on a constant— 
George A, btoi ner and Warren I . Cannon,bultinati one 1. Gorpirfptc 

Planning (Mew York, NacPillan, IVou)• 
Quinn, op.cit.,p.50, 
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search world-wide for markets and needs yet to be generated, while 

simultaneously conducting research, both home ana abroad, for the 

optimal techniques by which to exploit the needs the needs being 

searched out. 

Before passing on to examine the MNC in certain case situations, 

consider the problem of competitit ion witlin a communist nation. We 

have already seen that Yugoslavia permits foreign investment up to 

50¾ ownership. However, it is doubtful that even the huge national 

enterprises of Russia, with cartel-like Strength, can compete inter¬ 

nationally in the future unless its existing policies conform to 

the MNC mode, and there is growing evidence that this is occurring. 

In fact, it is precisely in this area of Russ acommodation that the 

student observer ought to maintain his lookout for signs of change. 

Both with respect to the Western growth of MNCs and that if Russia's 

response, the role of internattonal banking will be critical. No better 

authority to comment on this aspect is Robert Lutz,Sr. , executive 

of Credit Suisse "the banking business is now going through one 

of the most rapid periods of change in its long history." Lutz sees 

nothing less than a restructuring of international banking in the 

phenomenon, for which there is no historical parallel, of major 

bamks forming groups to cooperate intensively across national bound¬ 

aries, The chief cause of this change in international banking was 

a quantum leap in the financial requirements and graphic spread of 

the great multinational companies. The few hundred giants of world 

business are outgrowing the banking system that helped them become 

what they are. Not only do they expect the instant mobilization' of 

^ Robert Ball, "International Banking Gets The Team Spirit", 
Fortune« June 1972. 
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huge sums in a great variety of currencies» they also expect "òne- 

stop” service in all their banking needs, from loans and issues ..to/ 

foreign exchange, and liquidity management, from comprehensive cash 

plans to advice on mergers and acquisitions. 

Coproduction and Codearelopment 

Coproduction may be classified into two categoriesi coordinated and 

cooperative production. Coordinated production is an interchange 

of manufacturing technology in which the US , as developer of a 

weapons system, provides data, technology and other assistance to 

enabld a foreign manufacturer to produce the system. In this case, 

there are no appropriated funds from the US. The second type, coop¬ 

erative production , is a sharing of production of the weapons 

systems in which both the US and the foreign nation jointly part¬ 

icipate in manufacturing of parts, the assemgling of final product 

and the providing of funds and facilities to allow the program to be 

carried out. 

The following example of cooperative production is acrcdited to 

Morris B. Gallego , from a thesis written for the AF Institute 

of Technology, Wright-Patterson AFB, Ohio, entitled "Foreign 

Military Salest U.S. Involvement in coproduction and trends toward 

codevelopmeni", August 1969 , pp 46-179» 

"The coprduction of the F-104 fighter in Japan gives some in¬ 
sight into the mechanics of the function in which technology 
(security) is transferred, While there was not the varied number 
of countries involved in manufacturing the F-104 in Japan as 
in Europe, there were several different foreign companies 
involved in the Japanese coproduction product. 

The Japanese government began a series of studies in 1957 
to find a successor to the F-86 Sabrejet fighter that was the 
first line of defense aircraft at that time. By 1958 it had 
narrowed its choice to the two American weapon systems, the 
Gruman F-11F and the Lockheed F-104. The F-104 was chosen as 
the weapon system to be Japan's first line defense fighter. 

An important consideration in evaluating aircraft selection 
was that Japan's government wanted a military aircraft manu- 

iactured which would concurrently increase her capability- 

to produce commercial aircraft(my underline). 
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Alt hough not an immediate goal , development of such a capa¬ 
bility v;as a definite future objecgive which probably inf luenced 
the ultimate choice of the U.S. manufacturer as much as the 
characteristics of the weapon system itself; 

% 

Mitsubishi Heavy Industries(MHI) was selected by the Japanese 
government as the prime F-104 contractor while Kawasaki was 
selected as the major airframe subcontractor. Ishlkawa Jima 
Harima Heavy Industries was selected as the major engine manu¬ 
facturer for the F-104. 

On November 7, 1959, the governments of the US and Japan 
began negotiating the type of arrangements under which Japan 
would coproduce the F-104 aircraft. At the time of the ne¬ 
gotiations, Lockheed and Mitsubishi were discussing financial 
arrangememts, technical terms, purchase agreements and 
similar matters which would constitute the required industry- 
to-industry and licensing agreememts. 

Other US companies involved in manufacturing components for 
the F-104, were also negotiating arrangements with the 
applicable Japanese company which would be responsible for 
producing the items in Japan . In the aggregate, there were 
over 500 licensees and licensors involved in the Japanese 1-104 
coproduction program. Agreements covered such items as manu¬ 
facturing rights, technical assistance, warranties, development 
of activities and technical data. 

The US military motivation to have its weapons system accepted 
is to strengthen the orientation to the US. The industrial self- 
enhancement is attractive to the local country. They now have 
a 'pièce of the action' and are strengthened by the arrangement. 

Since both Che Europeans and Japanese successfully manufactured the 

F-104 airacraft , it clearly indicates they did increase their in¬ 

dustrial capability , thus developing the skill level and techno¬ 

logical know how to manufacture modern aircraft. These countries, to 

a great degree, eUrinated the deficiencies which existed at the 

end of World War II. 

A fair evaluation must be that despite Japan's electronic and in¬ 

dustrial base, coproductions, such as the F-|04, contributed sub= 

stantiall> to the technological base. To transfer technology is to— 

transfer security. Not to transfer technology is to risk inevitable 

alienation and subsequent acquisition of the technology via another 

channel in anv case. It depends upon the race being run, 
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It is obvious that thé transfer of technology is a complex affair* 
regardless which conduit is utilized. The multinational corporation, 
by virtue of itssvery constitution, is most disposed to gamble with 
the idea of transferring technology. To the MNC, this is not a "zero- 
sum" game. 

Attitudes : 
Following the authorization of foreign military sales in the 

Mutual Defense Act of 1949, theUS encountered little serious arms 
a 

sales competition through the early 1960s. As the nations of the 

free world increase their technological industrialization, 

largely with U8 help and achieve more stable economics, the US is 

encountering more difficulty in negotiating coproduction programs. 

The international arms market* is becoming more competetive. Other 

nations are beginhing to manufacture weapons sysstems comparable 

to those designed and produced by the US. These conditions, coupled 

with the restrictions placed on the foreign military sales program 

by US national policy, are allowing othe countries to make serious 

incursions into the US arms supply leadership. There can be little 

doubt that the trend in foreign military sales is toward this avenue of 

arms production. Hence. Another thesis conclusion! TheUS has been_ 

losing and will continue to lose,international arms contracts until 
I 

it is prepared to compete with foreign firms on an equal basis in 

the area of coproduction and codevelopment. Coproduction development 

does increase the export of technology and this violates traditional 

U.S. security concepts which aims at keeping the technological base, 

especially the R&D, within the national boundaries. In consequence , 

foreign firms are forming consortiums, mergers and other agreements 

suitable to the acquisition of their own technology. A widely held 

view, especially by military producers and military sales personnel 

is that fewer restrictions should be imposed on U.o>. agreements by 

the U.S. goverment, allowing industry greater freedom in seeking out 

and negotiating coproduction and codevelopment programs. 
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Kllltary lnvolve?'ent In the MNC Security Problero 

Following the end of WWII and of threats to U.S. Security, congress¬ 

ional pressure and lack of public support for sustained military 

budgets led to a number or changes, which, though aimed primarily 

at alleviating the economic burden of armam nt, were nevertheless 

to contribute to the theoretical shortening of the national security 

"lead time" , as expressed in hypothetical terms earlier. 

One particular pressure, developed in Congress, was to have the 

military programs in foreign aid move from outright transfer of equip¬ 

ment to grant in aid programs (repayable) and finálly to outright 

foreign military sales. Title 22-F, Foreign Relationsand Intercourse, 

par. 2761 p 5977, Subchapter II, spelled out the details for the 

President to act* "The President may sell defense articles from the 

stocks of the Department of Defense and defense services of the 

Department of )efense tò any friendly country or international 

organization if such country or international organization agrees 

to pay not less than the value thereof in US dollars. Payment shall 

be made in advance , or as determined by the President to be inthe 

best interest of the US, within a reasonable period, not to exceed 

one hundred and twenty days after the delivery of the defense article 

or the rendering of the defense service." 

The success of the foreign military sales program was greater than 

originally predicted. By the yar 1966, the annual sales reached $1.9 

billion . The pubhs for these sales to reverse the flow of exchange 

is significant since for it to succeed, there had to be a relaxation 

of conditions otherwise imposed, by the Military Grant Programs. The 

merit of cooperative and coproduction will quickly be seen as as 

serious conduits for the outflow of security information. Perhaps we 

hearing it again , loud and clear,"technology cannot be contained". are 
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Of critical importance i n the question of national security, is the 

technique of "coproduction'.* anu "codevelopment(synonomous with coop¬ 

erative development). If, as stated in the hypothesis, relative 

security depends upon relative technologicál bases(and some associated 

dactors), then codevelopment and coproduction, must, of necessity^ 

reduce our national security "lead-time" , on the basis of any 

rational analysis. Codevelopment, which may be considered an inter¬ 

national sharing of research and development costs, if successful, 

may lead to even wider cooperative production, 

MNC Loyalties 

In a recent issue of the ANNALS, published by the American Academy 

of Political and Social Sciences, karl P, Sauvant provided a telling 

insight on the internationalization of MNC employees»*'6 

The author of this paper recalls attending an American Ordnance 
Association meeting in Washington, in 1973, in which military officials 
of the R&D and thé Military Sales activities were present. One could 
not help being aware of thepressure on all sides, military ad civil , 
to remove obstacles that would impede military sales. Military sales 
had become an objective, not the "means to an end". It was now a 
reified force with its own existence and with personnel perhaps being 
rated or judged in terms of the dollar volume sold through this agency. 
This comment is less a criticism than an acknowledgement of the in¬ 
exorable forces of rationa1ization underlying all technology once it 
becomes oriented to a goal concept. It would be naive, however, to 
overlook the advantage of supplying Iran, for example, with billions 
of dollars of military equipment as opposed to it being supplied by 
the USSR. A certain manifestation of morality, however, has tended to 
guide our Grant in Aid and Direct Sales, at least overtly, lest this 
nation become an active agent in promoting international strife. The 
Middle East situation attests to the delicacy of this problem. 

^ Karl P. Sauvant and B. Hennis," Multinational Corporation Managers 
and the develonment of regional identification in Western Europe" 
The Annals. (American Academy of political and Social. Sciences) Sept. 
1972, p ¿2. 
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"The increasing multinationality of corporations results in more 

managers ha ving work responsibilities which are internationally 

oriented. This fact has important implications for regional integrat¬ 

ion because managers with international orientation versus domestic 

orientation, tend to believe that their well-being is highly dependent 

upon developments outside of their own country and that they stand 

to benefit from increased integration. This means, in turn, that they 

tend to be less nationally involved and also express favorable atti¬ 

tudes regarding economic integration in Western £urope.,Such managers 

also disproportionately recommend integrative corporate policies for 

their company regarding personnel, marketing and financial questions." 

Upon analysis , this ought to be seen as followst The process of 

"tapping" or (coopting) the business community for high level govern¬ 

ment posts biases the structure of the decision making towards busi¬ 

ness, for government is not just conscripting the talents of the 

business man; it is buying his ideology, his values and his orientation 

towards the world. 

From this we may cnclude a certain mutuality with respect to security. 

The MNC can penetrate as deeply as it wishes into the local technology 

and derive information iron its employees. It is also able to influence 

local policy by having produced an "international" citizen who will 

now exercise a similar set of values on his own government manage¬ 

ment. Basically, policy coürol of foreign affiliates -ends to be 

ezercised primarily through the use of annual budgets whièh specify 

planned targets to be attained and secondly, through affiliate 

manager's periodical reports of progress towards the specified goals. 

Recognizing the conflict of interest, L.B. Krause, Sr. Fellow at Brook¬ 

ings Institute simply states the alternative:"Countries must accept 

the risks of an international world, or give up its benefits." 
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John Fayerweather, Professor in the Graduate School of Business at 

NYU, who has focused much of his research into the multinational studies 
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testifies to a basic conflict between the MNC and the nation-state. 

"Economic optimization for the world as a whole calls for a high degree 

of specialization and allocation of activities according go location 

of resources, advantage of specialization , optimum scale of output and 

so forth. At every critical point every nation state finds that its 

objectives, of national military security, domestio economic stability, 

protection of particular national gaps and even national pride become 

more important than potential economic increments from its partici¬ 

pation in global economic optimization. Every nation, to feed its 

nationalism , seeks duplication of industrial and economic bases to 

sustain it." 

This then is the basic arena of conflict....the special nationalistic, 

traditional, assumed self-interest of the nation-state versus the 

"interastionalizing" drive of the multi-nationals. In a way of speaking, 

the consequence of acting against multinationals is to act against 

the freer flow of world trade, which is seen by most non-political 

thinkers, at least, as the essential pathway to a more mature economy 

and perhaps, through its movement, a greater interdependence , the 

very ingredient which could motivate a more durable peace. Japan offers 

a useful profile of a major industrial nation, destined to become a 

super-povjer(H. Kahn and other stage theorists) and yet almost wholly 

dependent upon the free access to worJd markets and resources. It is 

precisely the spirit of Japan which could become a legitimate bell- 

weather of a growing multinational mentality or "accommodation" among 

c nation-states of the world. 
John Faherweather,"Tlic Internationalization of Business"The Annalst 
The Multinational Corporation (American Academy of Political and 
Social Sciences, ^opt. 1^72 p 6, 
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The advantage of any single nation-state In constraining the 

activities of multinationals appears to be diminishing as more and 

more nations enter into the multi-national schema itself. Subsidiaries 

of European and Japanese corporations overseas are now probably one- 

iialf as great as those of the United States, with an annual production 

of about eighty billion dollars annually. One need only to reflect 

on the names of Mitsui and Mitsubishi, in Japan, ICI and Dunlop in 

Britain, Renault in France, Volkswagen and Siemens in Germany and 

Olivetti and Pirelli in Italy. Their •'participatory" investirent is 

in sharp distinction to the "portfolio" investment of previous years. 

Caryl Haskins, pursuing his research and development thesis, 

sees an acceleration of this trend by noting the relative investment 

of the povjers in R&D compared to their GNP. He cites Germany as a 

nation whec nuclear power programs have now caught up with that of 

the U.3., and in some areas has surpassed it. The installed capacity 

of nuclear power stations is expected to be 2,300 megawatts by the 

end of 1972. This is scheduled to grow quickly to 12,000. The Mer¬ 

chant ship OTTO HAHN, designed especially for nuclear propulsion , is 

a pioneer among nuclear powered vessels in the world today(considerably 

in advance of the U.S.S. SAVANNAH.) 

It is increasingly evident that in the great post-industrial societies 

under development, the primary economic asset for the coming decades 

will be knowledgej first supplementing and then perhaps even exceed¬ 

ing in importance , the simple and more obvious economic assets of 

the past. The knowledge of itself, however, accordIngtto our security 

thesis is not sufficient. Historically, Europe possessed all of the 
TE r.nr-yl P- Haskins, "Srionce and Policy for a New Decade" Foreign 

Affairs (Vol. 9 January 1971, pp 237-270), 
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scientific Nobel Prize winners, but the United Spates was far 

superior in the production of goods. It was the gift of technology, 

of rationalizing production , that led to-U.S. eminence 1 n productivity. 

It Is Haskin's belief that R&D policy has the greatest social multi¬ 

plier effect over time of any policy we make as a society. Because 

R&D policy Is the most future oriented policy of our society, one may 

assume further that this policy is more sensitive to new fundamental 

stresses on the society than any other of our policies. 

The need to know , in a nuclear environment is evident. There is no 

room to bluff. The steps to escalation must be well known , Secrecy, 

misplaced can become a. deadly weapon ap.ainst itseIf. Wars, have been,, 

fought because of strategic miscalculations. It is increasingly the 

case that the potential enemy should know explicitly Where the in- __ 

violate lines of defense are drawn and where negotiation is possible. 

Conclusion 

With respect to the inevitability or evolutionary contention in the 
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hypothetical scheme, Neil Jacoby , distinguished academician at, the 

Center for the Study of democratic Institutions , lends studied support« 

"The multinational corporation has evolved in response to human needs 

for a global instrumental economic activity able to assemble 

resources and organize production on a worldwide scale. The multi¬ 

national is, beyond doubt, the most powerful agency for regional 

and global economic unity that our century has produced. It is funda¬ 

mentally an instrument of peace. Its interest is to emphasize the 

common goals of people , to reconcile or remove difference between. 

19 1 U. i^rnhy r "The Multinational Corporation". The Center Maga¬ 
zine . Vol. Ill No. 3 May 1970. 
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"It cannot thrive In a regime of International tension and conflict»" 

The evidence is overwhelming on every hand that if the ongoing develop¬ 

ment of the MNC is not "inevitable", it is occurring, nevertheless, at 

an accelerating rate. While it would be hard to deny that optimal de¬ 

velopment and standard of living throughout the world come about from 

any instrument that brings about or realizes the Law of Comparative 

Advantage, a purte form of the law can scarcely be realized. Aside 

from innumerable vested interests domestically, and quite apart from 

defense matters, econoay of scale enters as a factor. That is, although 

some outputs can be more economically achieved elsewhere, benefitting 

from economy of scale, it is precisely the lack of volume in raw 

materials or market that would discourage the high powered development 

techniques of the MNCs, letting underdeveloped areas..to flounder. 

Analysis of investment cycles will reveal this "3rd World" neglect 

quickly enough. The technological base for a "build-up" doesn't exist. 

This thesis has focused on matters of strategic security in connection 

with national security, although thetactical and stratetic categories 

are not always distinguishable. If the__earlier hypothesis concerning 

national security, now measured solely in terms of "lead tim«?" Iß- 

valid, then in innumerable wavs already shown, the United States, 

caught in the web of its own commitment to "industrial proRress“, 

will find it increasingly impossible to. protect .its technologicAl 

flanks. Every technical sale, every codevelopment and every co¬ 

production , reenforced by a growing intelligence network(50,000 

technical journals published in the U.S. alone) contributes towards 

this end. 

The real danger to national security from MNC activity lies lesa.ih 

technical integration . on a global basis, than it does m maintain¬ 

ing the fiction that security is a matter that can .be ftnhnranrially 

maintained. Security is rationally comprised of concrete components, 
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nearly all s^^lble to analysis. The major components are* 

The will to national defense that the leadership is able to inspire, 

the overall allocation of priority in budgetary spending, the 

allocation iof R&D, the quality of decision-making, the managerial 

skills , both in industry and the using service and finally, the 

ability to train art)maintain. The rest require no further elaboration. 
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